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SSI IN PAKISTAN I 	 EXECUTIVE SUMMARY 

The importance of small scale industry lies in its capacity to absorb workers, to
efficiently produce a variety of goods for the domestic market with a frugal use o! scarecapital and to successfully carve a niche in selected export markets. The Government ofPakistan's industrial policy has traditionally been biased towards large capital intensive
Industry. The focus on import substituting consumer good units led to a neglect of smallindustries. Targeted programmes for SSI development have had a low priority. However, anumber of developments -- such as an accelerating population growth rate, nationalisation
of big Industry and migration to the middle east -- have contributed to a dynamic growth of 
SSI in Pakistan. 

The impact of the regulatory framework on small scale industry is analysed In thisstudy. This assessment is based on a small survey of 18 units, interviews with officials andprivate sector representatives. The regulatory framework has not seriously constrained thegrowth of SSI in Pakistan. It is hcwever responsible for a number of distortions and
adversely affects efficiency and profitability by preventing the vertical growth of 
enterprises. Managerial and production economics of scale are not encouraged. 

iii. 	 The major issues emerging from our survey and analysis are summarised below. Areview of the impact of the regulatory framework Is followed by recommendations aimed at 
reducing the distortions caused by the system. 

iv. 	 The first point to emerge is that the regulatory framework causes little distortion tothe functioning of enterprises situated at extreme ends of the size distribution. The biastowards very small size is particularly pronounced in the case of the much dreaded labourlegislation. Enterprises employing less than 10 workers are exempt from the wide variety oflegislative measures. Very small firms do not have to p~ovide a range of facilitiesprescribed for relatively larger units; nor are they constrained by law as far as dismissing
workers Is concerned. The last mentioned provision is a source of considerable 
dissatisfaction among affecter! entrepreneurs who have been exerting pressure on thegovernment to restore the right to 'hire and fire'. At the other end of the size spectrum,very large enterprises are well placed to absorb the provisions emanating from tileregulatory framework. The effective increase in labour costs, due to regulations, typically
represent a small fraction of total costs in 	large capital intensive industrial units. These
establishments also have legal assistance and the administrative capacity to handlegovernment functionaries. In addition, the owtiers of such firms usually have goodpersonal relations with senior members of the bureaucracy. Government policies arefrequently subsidising their activities through credit and fiscal measures which encourage
investment and increase profitability. In such a favourable environment, costs associated
with the regulatory framework are hardly prohibitive. Large enterprises suffer a degree of
harassment from officials but their burden in this sphere is also minor compared with
smaller units. The large enterprise sector also contains multinationals, who often activelycollaborate with agencies such as the International Labour Office (ILO) In enforcing
required measures for their work force. 

v. 	 The implication of the above is that the regulatory framework bears down mustheavily on enterprises which do not fall into the two extremes of scale. There is no precise
upper limit, but enterprises which employ more than 10 workers but less than 100 are in 
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the range which bears the brunt of regulations. Unlike large enterprises, they are usually
engaged in more labour intensive production. This involves a plethora of regulations whichmust be enforced in highly competitive market structures. Quite often these SSI are inexport sectors which do not involve protection often given to import substituting units. SSI
operating under these conditions are least able to wilhstand the implicit reduction Inprofitability, Imposed by labour and tax regulations. The personal characteristics of these 
entrepreneurs are also not favourable towards dealing with regulatory bodies. SSI owners 
are often Illiterate and ill-informed about regulations. They are thus open to greater
harassment from government functionaries. 

vi. 	 A second conclusion to emerge from our analysis is that the regulatory framework
is often prohibiting the development of efficient economic units. Potential economies of
stale are being distorted through regulations which prevent firms from developing Incertain desired directions. Two examples from our survey illustrate the point. First, in thepackaging industry tax relief Is given on a particular sub-process of pioduction. In order to
derive benefit from this distortionary incentive, units are sub-divided within artificialboundaries. Second, labour laws favouring very small size have led to a horizontal subdivision of enterprises. Rather than benefit from the economies of scale in aggregating
functions, this horizontal sub-divisior. licreases the strain on administrative capacity.Whenever an artificial sub-division of enterprise occurs - for example, by dividing a firm oi
38 workers into four firms employing less than 10 each to evade labour legislat;on -- thefirm's relationship with the regulatory bodies is weakened. Aware of artiticial distortions,
government officials are more relaxed at implementing the law only if adequate
compensation is made. Thus, instead of developing a more efficient buslnes- enterprisethe entrepreneur is involved in horizontal growth, reproducing small units to avoid 
regulations. 

vii. 	 A third point to emerge from the survey is that ;he regulatory framework does not
 
meet the objectives it was designed for. For example, labour legislation was framed In the

1970's to protect workers by improving the quality of their working conditions and

increasing their security of tenure. In principle, these regulations involved a transfer ofIncome from the owners to the workers, with the state acting as an enforcing Intermediary.
In practice, the regulations appear to be used frequently to transfer Income from owners to 
government functionaries, rather than to workers. Because the implementation machinery
is easily distorted, the governrrT nt neither receives the necessary tax revenue nor doworkers receive their share of bt..iefits. If the small entrepreneur Is able to successfully
bend the rules, his business growth is unaffected by regulations. Thus, the regulations are
often not successful in meting their objectives. Indeed, the net effect of some of thelabour legislation may have been to increase insecurity of labour, since owners are willing
to go to substantial lengths to avoid giving permanent employment. 

viii. 	 Related to the above, the regulatory framework tends to reward those small 
entrepreneurs who can successfully manipulate the system and handle officials from theregulatory bodies. Thus an important component of success for some SS. Is not related to
efficiency or market responsiveness. A substantial part of the entrepreneur's time is spent
In achieving successful manipulation, rather than in concentrating on efficient business 
development. 

Ix. The growth of sub-contracting due to the rgulatory framework was confirmed by
our survey. There are two legal categories of subcontracting. First, the entrepreneur canhire workers on a temporary basis, on a particular job for which he is sub-contracted to thefirm. Such workers are counted as part of the work force for labour regulations. A second 
category of workers are those who are employed by sub-contractors to the firm. In all thesectors surveyed, there has been an exponential growth in sub-contracted labour. These 
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sub-contractors in turn divide their labour into units of less than 10. The growth of sub
contracting reinforces our earlier point that 1970's labour regulations may have had the 
perverse effect of Increasing insecurity of aemployment for large proportion of the
workforce. At present the sub-contracting process is under review as part of forthcoming
legislation on bonded labour and sub-contracting. However, negotiations leading lip to the 
legislation revealed deep divisions on the issue within the labour movement Itself.(t) 

x. The nature of the relationship between SSI and regulatory bodies that emerges
from our survey unfortunately has implications far beyond the micro manipulative level.
The nature of the distorted relationship that has developed between entrepreneurs arid 
government officials Is one which does little to inculcate respect for the state. Government 
regulations are seen to be as good as the next 'baksheesh point'. Some of the 
entrepreneurs Interviewed gave great details of the amount of bribes given to a variety of
officials. Civil servants that EPRU spoke to acknowledged the distortions but had little to 
say about reforming or minimising such leakages. Such a relationship Is one which 
contributes to an ethos of suspicion and contempt for government. The principal language
of communication is bribery. At the macro economic level, when the government tries to 
engage in greater domestic resource mobilisation it has to encounter substantial
Institutional barriers from within. Individual officers have developed a personal interest in 
distorting the regulatory framework. The higher the number of regulations, the greater the
proliferation of official agencies and the larger the opportunity to give and receive bribes. 
At a superficial level, such graft lubricates the system in a manner which overcomes 
bottlenecks. The most serious damage inflicted In the process is respect for law,
regulations and authority. This environment helps create entrepreneurial attitudes which 
exhibit a penchant for devising ways to commit fraud, bribe officials and distort 
regulations. Thus a vicious circle is established. Feople have little faith In the government
machinery which they know can be distorted. Offi ;ials view regulations as an opportunity
for Increasing personal incomes from eager bribers. Regulations are often bypassed but at
substantive micro and macro costs to the economy and society. As one of the 
entrepreneurs put it, "Aperson would rather join the government and become a tax or a
labour officer than work in my factory. The official wage I give may be higher but it is the
'chae-pani ka kharcha'( 2)which makes the difference." 

xi. 	 So used have participants become to distorting regulations that a legal approach
is avoided even when it is better for the actor concerned. According to one entrepreneur,
he discovered that his cost of bribing tax officials was grcner than his tax liability. He 
alleged that he tried to rectify this by making a declaration under the self assessment 
scheme. However, a punitive scrutiny by ITOs followed and he has subsequently reverted 
to former methods. 

xii. 	 The lack of an effective legal machinery means that entrepreneurs are keen to 
settle matters through bribes rather than go through cumbersome procedures. If an 
entrepreneur gets caught in the legal labyrinth, he could spend a great deal of time, money
and energy embroiled in a lengthy dispute. Both parties -officials and entrepreneurs - are
well aware of this and act accordingly. But the lack of an effective legal system to back the 
regulations is a bias against the entrepreneur not the scrutinizing official. The latter can 
pass a judgement which embroils the former in legal procedures. This aids private 
settlements. 

1. 	 These divisions were evident in EPRU interviews with union leaders. There are wide differences of opinion 
regarding the magnitude and pace of needed reform. 

2. 	 Uterally translated this means cost of buying tea. This colloquial saying refers to extraction of bribes to meet 
living expense,. 
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xiil. Our survey Indicates the emergence of a possible trend which has implications for 
future SSI growth. Those enterprises who have access to formal credit appear to be keen 
to move away from labour intensive methods. The move to higher capital Intensity was due 
not only because of higher anticipated productivity but also due to labour legislation which 
penalises increases in labour force by raising the effective wage rate. Thus to avoid this 
scaling effect, SSI firms are likely to move towards greater capital intensity. To the extent 
that current SSI units are undercapitalised, the provision of greater formal credit would 
lead to such a result. It Ishowever Important to prevent labour legislation from acting as a 
further Impetus to capital intensity, as access to credit markets increases. 

RECOMMENDATIONS. 

xiv. Ten recommendations for the rationalisation of the regulatory framework for SSI 
appear to merit attention. First, the limit for exempfon from a number of labour laws and 
components of factory act provisions ought to be raised from 10 workers to possibly 50 
workers. This would release a substantial section of SSI from a maze of current regulations
which are not enforced but provide avenues for corruption. A detailed review would need 
to be made to pinpoint the regulations which are not effective at present. Their removal 
would ease the functioning of SSI without substantially adverse effects on tax collection or 
labour conditions. Indeed these objectives could be better met through the suggestion
which follows. Second, Inorder to contribute to better labour - management relations, and 
Inview of equity considerations, entrepreneurs should be encouraged to contribute to the 
building of schools and medical clinics. These welfare provisions should be industry
based. The surgical goods manufacturers association, for example, could collect revenues 
from member enterprises to build schools and clinics for the workers of the industry.
Industry specific NGOs could be established to promote and mobilise such development.
In this manner, the obective of a number of current regulations would be met without 
Involving government regulatory agencies. Entrepreneurs would feel happier contributing
directly to schools and clinics. Workers would be able to see tangible benefits. Initially,
experiments snould be tried on a pilot basis. For example, 3 year welfare provision targets
could be set for Industrial groups in return for exemption form certain regulations. If 
entrepreneurs oo not meet these targets, the cumbersome regulatory framework would be 
re-introduced. 

xv. Perhaps the strongest criticism coming from small entrepreneurs relates to the 
maze of regulatory bodies and officers that they have to contend with. The reform 
proposals in this regard lead us to the familiar request for a simplified one-window 
operation, wherein small enterprises only have to deal with a single government body. All
regulatory measures should be dealt with by a single department. This would make the 
system more efficient and manageable. A separate cell for small industries would be 
desirable. Similar to the concept of the self assessment income tax scheme, small 
enterprises could make a simple return regarding the number of workers they employ, the 
state of working conditions and the regulations they have to comply with. Entrepreneurs
should be encouraged to give proposals on the duration and the manner in which they
Intend to rectify shortcomings. Instead of a purely punitive approach, the government
could consider encouraging the adoption of certain regulations by providing credit to 
small industries to comply with certain measures of the Factories Act. Similarly,
environmental regulations which require an enterprise's resources could be encouraged 
through credit lines for the purpose. 

xvi. 	 A fourth recommendation relates to the low literacy level of small entrepreneurs.
Entrepreneurs noted that they often found it difficult to deal with complicated regulations
and to verify whether particular regulations do apply to him or whether they are arbitrarily 
set by the official visiting them. To strengthen the capacity of small entrepreneurs to deal 
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with the regulatory fratnework, collective legal bodies could be established. Law advisory 
centres could be set up through contributions from members of particular SSI sub-groups.
Such centres would not be expensive and would strengthen the capacity of small 
entrepreneurs to deal with the regulatory framework. Such legal centres would contribute 
to the development of formal management practices amongst small entrepreneurs. 

xvii. 	 A fifth suggestion felates to the elimination, or substantial reduction, of 
discretionary powers given to regulatory officials. Such powers cultivate an ethos of 
arbitrary authority which imposes a degree of fear among small entrepreneurs. Tax 
regulations in particular should not be subject to individual interpretation. To reduce awe 
of government, it is vital to remove the substantial discretionary powers enjoyed by 
scrutinizing officers. 

xvii. A sixth area of reform are municipal regulations. At present, any SSI setting up
business within municipal limits has to get a No Objection Certificate (NOC) from the local 
authority. This Is a cumbersome procedure, which can Involve a great deal of time, 
resources and patience. For this reason, a number of units do not get themselves 
registered and operate in a clandestine manner. Consequently, there appears to be a need 
to devise a list of S3I sectors which do not require an NOC. Obviously appropriate criteria 
such as pollution eifects and noise have to be borne in mind. Only those sectors not on 
the list would require an NOC frorr the local authority. 

Ox. Seven, a systematic application of regulations requires a consistent definition of 
small scale Industry. At present there are variations, such as some agencies excludling
land from value of fixed assets, whereas other excludes land and buildings for the 
classification limits of SSI. Financial institutions, smail industries corporations and the 
Government of Pakislan's other agencies need to evolve a consistent definition. 

xx. Eight, sub-contracting could be limited to a proportion of the work force. A 
regulation which limits the scale of sub-contracting could contribute to better labour
management relations. 

xxi. 	 Nine, a number of environmental lawn have been promulgated recei ltly. These are 
likely to bu added to when the National Conservation Strategy is completed later this year.
A number of SSI are affected, particularly in areas such as leather processing and shoe 
manufacture. The efficacy of these desirable regulations may be limited if additional 
officials visit SSI for their monitoring. This reinforces our earlier suggestion for a single
window facility. There is a danger that the forthcoming spate of environmental regulations 
would add to the number of officials visiting SSI. This opportunity could be utilised to press 
the case for a one window operation. 

xxii. 	 Finally, It must be emphasised that reforms of the regulatory framework ought to 
concentrate more on the institutional r ochanism rather than the regulations per se. The
latter could be rationalised and simplified. If all the curren, regulations were rigidly applied, 
most SSI would find it difficult to function. But the key Issue is to reduce the number of 
monitoring officials visiting SSI and to strengthen the legal capacity of small entrepreneurs 
to handle the maze of regulations. A purely punitive approach has to be replaced by one 
which combines inrcentives with regulations. 
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1.01 The Government of Pakistan has had a compensatory framework towards small
scale industry (SSI). The policy structure implicity suggested that the n,echanisms
targeted towards the development of S'I were, in pari, a compensation for a bias In the 
Industrialization strategy. Policies which discriminate In favour of large units, and
accommoda!e lower priority p;ogrammes for small industries, are not uncommon in 
developing countries. 

1.02 Three features of Pakistan's industrial strategy have discriminated against SSI.
Industrialization was encouraged through : 
I. Investment Incentives which directed credit to particular sectors, often at a 

subsidized rate of interest. 

Ii. Trade regulation. 

Iiil. Public sector investment programmes. 

1.03 	 First, credit controls, and regulated interest rates, biased bank lending towards 
larger enterprises. In the aggregate the bank's lending portfolio could not bear the burden
of lending to higher risk and more widely dispersed small enterprises. The structure of
interest rates did not permit a more market oriented framework which may have directed 
more credit towards SSI, but at a higher rate than that' permitted. Investment Incentives
tended to be directed towards tax concessions related to size of investment or included
those which involved administrative work, which the larger units were better placed to take
advantage of. Second, the trade regime has been biased towards large enterprises since
they were better placed to obtain import permits for raw materials and machinery. These 
Import permits and export bonus vouchers were important features of the early
industr'alization strategy in Pakistan. Finally, direct public Investment In industry Involved
large capital intensive projects such as the Steel Mill. Public intervention has typically set 
up large units in the capital goods sector and neglected SSI development. 

1.04 	 As far as the regulatory framework is concerned, our analysis suggests that Its 
Impact varies with size of enterprise. However, there is no simple inverse or linear
relationship between size of business and Impact of the regulatory framework. There is a 
relative bias at both extremes of unit size. The complex maze of rules and regulations do 
not typically apply to units which employ less than 10 workers. Thus, very small 
enterprises are beneficiaries through exemption. At the other end of the scale, large
enterprises having more than 150 workers are usually operating In a sufficiently secure
financial environment to absorb the regulations. They also have a management structure
and legal advisors who minimize the impact of these regulations on enterprise
performance. For example, labour laws become effective on a graduated scale. However,
in large enterprises the proportion of costs incurred due to labour law regulations are
rather low, when compared with small enterprises. In other words, the additional cost
Imposed through labour regulations are relatively small in relation to the firm's turnover.
Thus, the brunt of the regulatory framework appears to be borne by small and medium 
enterprises which do no fall into either of the extreme categories. As our survey shows, the
enterprises In the middle range are most vulnerable to the pressures Imposed by
regulatory bodies. This issue Is dealt with In detail later In the report. The sections below 
contain an analytical summary review of industrial policies and environment In Pakistan,
particularly as it relates to the development of SSI. 

Early IndustrializationStrategy and its effect on SSI. 

1.05 	 The Initial phase of industrialization in Pakistan involved, as mentioned earlier,
capitai intensive import substitution. The underlying rationale for the chosen strategy hadthree implications. First, industrial policies were to transfer income towards the emerging
class of large entrepreneurs. This was on the assumption that the trader-turned-
Industrialist class would have an above average marginal propensity to save: Thus,
policies which raised theii incomes proportionately more than others would lead to a
higher aggregate savings rate, yielding, Inprinciple, a faster GNP growth rate based on an 
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expanded investable surplus. The policy bias towards large size and high capital intensity
was reinforced by the location of industry and the social relationship between the
bureaucracy and the entrepreneurs. Most of the pre-partition traders -- the emerging
Industrialists of the fifties -- were migrants from ,:dian territory who had shifted to the new
capital and port city, Karachi. Their intimate links with the bureaucracy were critical for 
success in a highly regulated and state controlled sanctioning process. Small 
entrepreneurs were neither the object of policy interest nor did they have easy access to 
government officials, a factor which would be extremely important for the growth of smallindustrial units. Thus the two key factors, policy instruments and institutional access,
militated against SSI development. Further, it is worth mentioning that SSI were put at a
disadvantage by low or negative effective rates of protection since large units paid lowprices for imported capital goods and materials. Large industries also received higher
prices for their products as a result of selective tariffs, exemptions from import duties and 
export incentives. The plant size bias inthe structure of effective incentive rates tended to
be even more pronounced because of tax incentives and preferential treatment of large
units with respect to provision of public utilities. Such-discrimination not only had direct
effects on the economic performance of SSI, but also had indirect effects by depressing
demand for SSI products and limiting the ability of SSI to become more active in
intermediate products and export markets. it may also be worth noting that, unlike India,
there was no serious debate about the desirable scale of industrial units. In India, the
development of a capital goods sector emphasized heavy industry. This preference was
symbolic of the difference in outlook between Nehru and Gandhi. The latter's concern for
small traditional enterprises was considered outdated by the framers of the First Five Year
Plan, particularly its architect Mahanabolis. Nonetheless, the Gandhian interest ensured
that size Issues in industry were of concern to policymakers and this pressure was 
reflected Inearly debates. In Pakistan, on the other hand, there was no important advocate
of small industry, traditional or modern. Perfunctory references were made to the need for
developing SSI but inevitably there was a lack of serious intent. Industrialization essentially
meant capital intensive import substitution. 

1.06 	 The second feature of the initial industrialization phase was the implicit transfer of 
resources from agriculture to industry. Consequently, the main focus of subsequent policy
debate was the intersectoral resource transfer. In the mid sixties, measures were taken to
address the rela'ive neglect of agriculture. Issues within the industrial sector, such asgreater emphasis on SSI, were not a subject of attention. The third feature of industrial 
development was its association with iicreased regional income inequalities. The
concentration of economic and fi'ancial assets in the famous 'top 22 families' contributed 
to regional resentment In East Pakistan and class antagonism within the western wing.
Instead of demands for a wider dispersal of private assets, in which the development of 
SSI may have played a role, the reaction was directed towards utilizing the public sector to
acquire private monopolies and to enter directly into the productive process. Inspite of its 
concern with employment generation, subsequent development under the public sector
tended to be concentrated in long gestating and large capital goods sector projects. Even 
during the seventies, the focus of policy was on nationalization and the expansion of the
public sector. SSI continued to receive marginal attention from policymakers. A measure
of such neglect is provided by the fact that rather arbitrary assumptions were made
regarding the growth of SSI. During the fifties, they were assumed to be growing at the 
same pace as population growth. Later the growth rate of SSI was revised to 7%annual. 

1.07 	 Inspite of an adverse policy environment, a number of developments provided a
stimulus to the growth of small scale industries in Pakistan. The reasons for this impetus 
can be divided Into two categories: 

The failure of import substitution industrialization to tackle pressing economic 
problems. 

ii. 	 Developments in the socio-economic environment which were favourable for the 
growth of SSI. 

An overvalued currency, artificially low interest rates, fiscal concessions and heavy
protection led to the growth of an industrial structure which was not only inefficient but 

1.08 
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also was a poor absorber of Jabour. It was estimated that between one-half to two-thirds of
value added was due to the protection given to the domestic industry. Thus, when 
measured at International or world prices, most of the large industrial units could be 
classified as Inefficient.(t) Another shortcoming was th.t the high capital intensities ofthese large units led to slow growth of employment in large scale manufacturing (LSM).
The Inability of the LSM sector to absorb an adequate share of the labour force has been 
largely responsible for the greater attention being paid to SSI. 

1.09 Five features of Pakistan's socio-economic environment In the seventies 
contributed to the growth of SSI. First, the nationalization programme was directed
towards large enterprises. Private Investment in LSM came to an abrupt halt. The fear of 
being nationalized paralyzed the development of LSM. Subsequently private investors 
tended to favour medium and small scale units, which would remain outside the fold of
public take over. Further, the labour legislaticn coming in the wake of nationalization gave
greater 	protection to workers than had ever been tht. case in Pakistan. The benefits 
Introduced through such legislation raised the price of labour particularly for larger
enterprises, since benefits were related to scale. Such legislation has tended to favour
establishment of very small units and sub-division of existing ones in order to circumvent
prescribed measures. This is a matter that w return to later in the report. The second 
factor promoting SSI was the 130% devaluation of the Pakistani rupee in 1972. This 
reduced the bias towards capita! intensive import substitution. 

1.10 	 The third factor favouring growth of SSIlwas the accelerating population growth
rate. Pakistan's population has been growing at a higher rate every decade since the 
country's inception. A country of approximately 110 million is growing by 3.2% every year,
making it the highest population growth rate in the world for a majo country. It is quite
evident from the factor proportions embodied in imported LSM units that this sector will be 
peripheral to employment generation. Even a 7% growth in LSM is likely to absorb only a
fraction of the over 3 million people who are added annually to the Pakistani workforce. 
Incessant population pressure is the undercurrent which is feeding the growth of 
employment in the informal as well as the formal small scale sector. It is increasingly clear 
to policymakers that employment creation in Pakistan necessarily inived greater
attention to the growth of SSI. 

i.11 	 The fourth factor promoting SSI has been the large scale migration of Pakistani 
workers to the Middle East, beginning from the mid-seventies. These workers have been 
sending remitiances( 2) and accumulating small surpluses for Investing In micro
enterprises. With the slowdown in the world economy, migrants have been returning to
Pakistan. Typically they are engaged in efforts to establish their own small enterprise,
rather than go back as wage earners in LSM. This process is promoting a diverse growth
of small enterprises. Finally, a factor responsible for greater attention to small scale
production is political uncertainty. Pakistan has been in a continuous state of political
Insecurity since the seventies. People's perceptions regarding changes in government and 
policies tend to lead to caution regarding large scale investment. Private, as well as public
decisionmakers tend to operate on a short term horizon in such circumstances. Long
gestating investments in large enterprises tend to be replaced by smaller investments with 
quicker returns. The economics of uncertainty favours SSI. 

1. The degree of Inefficiency and effective protection extended by the 
controversy. Adetailed examination is beyond the scope of this paper. 

policy framework Is a subject of 

2. At their peak, these exceeded $3billion annually, which was equal to 8%of GDP in 1982-83. 
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2.01 The future role of SSI Is central to the current debate on Pakistan's economic 
strategy. Strong statements and initiatives by GOP in support of private enterprise has 
raised fears that some of the mistakes of the Ayub era will be repeated. In particular, 
concern Is often expressed at possible adverse distributional consequences. In this 
context, it may be extremely important to encourage and promote small entrepreneurs so 
that government policy is seen to have a favourable asset and entrepreneurial creation 
Impact across society. Factor efficiency and distributional concerns are important 
considerations for the growth of the SSI sector in Pakistan. 

2.02 	 Small scale industry however runs into a number of definitional grey areas. There 
Is no consistent categorisation for the amorphous'mass of enterprises which constitute the 
small scale sector. Some government departments define size by value of fixed assets, 
excluding land. Others use the number of workers employed, excluding subcontractor's 
workers. Some institutions use a combined definition of capital and labour employment.
The small Industries corporations define an SSI as an enterprise with a value of original
fixed assets upto Rs.10 million, excluding land. Some credit lines of commercial banks 
have a similar fixed assets value limit, but exclude buildings as well as land.(1 )This clause 
enables enterprises with substantial buildings and large subcontracted labour to take 
advantage of credit lines targeted at SSI. These lines often have a leakage to medium 
scale industry, as well as biases towards the larger side of the SSI spectrum. The Labour 
Department does not have a three level definition structure of small, medium and large.
Different labour regulations come into effect in relation to size of workforce. Typically, the 
exemption limit is 10. Above this figure, numerous labour regulations come into force at 
different scale of employment. Income tax laws also do not correspond to a three scale 
definition of industry. The main classification regarding scale Is the self assessment 
scheme, wherein income declaration of less than Rs.200,000 can be accepted, by and 
large, without scrutiny. Precise categorisation is compounded by three additional factors: 

I. 	 The legality of enterprise. Many enterprises in the informal sector conform to 
established, diverse definitions of SSI. Some enterprises conform to basic legal
requirements whereas others try and avoid regularisation. Indeed, in practice, the 
term informal sector itself runs into considerable operational difficulties. 

Ii. 	 The difference between cottage and small scale industry is not always clear. 

ill. 	 Small industries embody different technological levels. Categorisation by scale 
often involves institutions been given a mandate to stimulate both modern SSI as 
well as traditional crafts. 

2.03 	 An industrial unit in Pakistan faces a large number of regulations and regulatory 
bodies, once it starts operations. These include ; 

I. 	 The social welfare department which collects social security at 7.5% of wage bill 
for units above certain size. 

ii. Old age employments benefits organization collects its dues separately. 
ill. State Life Insurance collects compulsory group insurance for industries of a 

certain size.
 
Iv. Municipal corporations give permission & levy taxes.
 
v. 	 Sanitation & food departments have environmental concerns. 
vi. 	 Labour department has labour laws to Implement. 

1. This was noted by officials of the Punjab Small Industries Corporation, Interviewed by EPRU. 



'imploynLeLt Geeration in PakistansMauj'acturingSector 

1963-64 lw 1969-70 1969-70 to 1980-81 

Total La rge Small Total Large Small 

Change in Employment (000 Nos) ,50 152 398 720 60 660 

Change in Output at Constant 

Prices of 1959-60 (Million Rs). 1,991 1.810 181 4,026 2,584 1,442 

Investment at Constant Prices of 
1959-60 (Million Rs) 6.271 5.507 764 12.650 11,114 

~~~~~............ ..............."......•........ ".............. ........ °. .. .-.... 
1.536 
.. *...o 

lncremet lCapitali-aour Ratio 11.402 36,230 1.920 17.569 185,233 2327 

Percentage Change-in Employment 24.9 37.8 22.0 20.7 10.8 29.9 

Percentage Change in Output 62.3 81.0 18.8 77.6 63.9 126.0 

Employment Elasticity 0.40 0.47 1.17 0.27 0.17 0.24 

Incremental Capital/Output Ratio 3.15 2.04 4.22 3.14 4.30 1.07 
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Our assessmen of the impact of the regulatory framework on small enterpr!sos is
largely based on a survy of five sectors and interviews with government officials as well 
as private sector repre3entatives. Our review of regulations notes the confusion and 
definitional amb!guities. However, a resolution towards clarify and consistency Is not 
sought in this paper. The need for rationalisation is important to eliminate current 
confusion. The context :o our subsequent analysis is provided by some basic data on 
small scale manufacturing in Pakistan in this chapter. This Is followed by a summary of 
Government of Pakistan's policy and institutional framework for the promotion of SSI. The 
chapter also contains suggestions for the broader development of SSI, within which a 
rationallsatlon of the regulatory framework can play a role. 

2.04 The share of the manufacturing sector in GDP has risen from barely 7% at the time 
of partition to nearly 1Z% In 1989-90. Officially, the small scale manufacturing sector 
produces 4.7% of the Gross Domestic Product. Approximately 27% of total manufacturing 
output comes from SSI, whereas 80% of the total Industrial labour force is employed by
small scale Industries., 2) About 2 million workers are employed in over 100,000 
establishments. The high labour intensity and capital efficiency of SSI is further 
substantiated by the fa -t that the average investment cost per job is merely $1,800,
whereas the average cal ital output ratio is about 0.8. The last quoted figure is indicative of 
the significance of SSI to employment absorption. 30% of Pakistan's manufactured 
exports are produced b, SSI. Sialkot is a major centre for the export of goods produced
by SSI. Traditionally, SSI in Pakistan have concentrated on processing raw materials, such 
as cotton, food and ccnstruction materials. Another important area has been exports
oriented SSI such as tho ,e found In the surgical, sports goods, cutlery and carpet sectors. 
Leather processing and products has emerged as another important avenue for SSI based 
exports. 

2.05 	 Light engineerinj, textile products and agriculture related industry are likely to 
remain the principal grcwth areas in the short and medium term. Agro-based industry
typically accounts for a t iird of total investment In SSI. This sector's share is expected to 
grow, particularly in the zreas of rice and flour milling, oil extraction and Ir the processing 
of fruits and vegetables f(r export and the domestic market. Although the curent incentive 
structure for exports docs not discriminate against small producers, it has led, in some 
circumstances, to a ham ful proliferation of small exporters undercutting each other to a 
point where the country's market reputation has suffered. As a consequence, fiscal 
reforms have been sugge sted which would encourage formation of export houses, whose 
intermediation is intendec to act partly as a quality control measure. 

2.06 As mentioned eirller, data on SSI is not very reliable. Initially assumed to be 
growing as fast as the cointry's population, national accounts have subsequently become 
more realistic if not more refined. The growth rate was assumed to be 7.3% between 1972
77 and 9.4% thereafter. I-owever, an ILO-ARTEP study has noted that the rate of growth of 
SSI Is higher thE.n that ;tssumed by national income accounts. For example, the study
shows a growth rate of 13.5% in SSI for the 1970-77 period.(3) The precision of growth rate 
measurement may be e'usive but the general direction is clear. SSI have been growinq
rapidly and the pace has been accelerating over the last two decades.(4) 

2. 	 Pakistan Economic Survey, 1)89-90 
3. 	 ILO-ARTEP: Employr ient and Structural change InPakistan - Issues for the eighties. Bangkok. 1983. 
4. 	 It Is worth noting that the World Bank's third sector loan to SSI, currently being distursed, contains an 

allocation for strengthening 3tatistical information on the small scale sector. Prior to this, the Federal Bureau of 
Statistics has published 3 data compilations on SSI. At present the World Bank Is carrying out a major 
household living standards 3urvey which should shed more light on the SSI sector. 
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2.07 	 The employment generating capacity of SSI is illustrated by the following. Even 
during the heyday of LSM (1963-1970), the brunt -femployment generation in
manufacturing was borne by SSI. The sector created 550.000 jobs, out of which 398,000 
were in SSI.Thus SSI were creating over 250% the number of jobs as LSM during a period
when the latter was the primary target of policy attention. The situation worsened in the 
seventies. During 1970-80, SSI generated 660,000 jobs which compares with 60,000 for
the large scale sector. In other words, the small scale sector generated 11 times as many
jobs as the large-scale sector. The differences between the two sub-sectors are 
summarised In table 1,which appears after page 6. 

TABLE 2 : PROVINCIAL DISTRIBUTION OF SSI RECEIVING
 
CREDIT ASSISTANCE.
 

PUNJAB 
 62% 

SIND 31% 

NWFP 5% 

BALUCHISTAN 2% 

2.08 	 One of the reasons for 1,ie difference In factor proportions, between the large and 
small scale sectors, is access to credit. Less than 2% of SSI in Pakistan have access to 
bank credit.(5 ) Small Industries receive approximately 3% of the credit extended to the
Industrial sector. Bank credit Isnot available on the required scale for SSI on account of a
number of inter-related factors; there is an institutional bias in favour of large industries,
officially determined credit policies do not allow sufficient interest rate spreads to reflect 
higher risk to dispersed small borrowers, small entrepreneurs are daunted by collateral 
and procedural demands. 

2.09 	 Although its attention may have been concentrated on large scale industry, the 
Government of Pakistan has periodically acknowledged the importance of SSI. The GOP
has undertaken targeted assistance programmes, which have essentially constituted 
compensatory elements within a broad framework of large scale bias. As far as the 5 year
plan documents are concerned, government's pronouncements have moved trom being
obvious and almost banal to those which call for a more realistic and concerted approach 
to develop SSI. The first five yea, plan (1955-60) stated that: 

'Small Industry has specific contributions to make to economic development. In the first
place, it can contribut' i.the output of needed goods without requiring the organisatlon of 
large new enterprises or the use of much foreign exchange to finance the Import of new 
equipment. Secondlly, it can provide opportunities for employment beyond the narrow 
boundaries of urban centres. Finaily, as history shows, it can perform an important
function in promoting growth, providing a training ground for management and labour and 
spreading Industrial knowledge over wide areas'. 

2.10 	 The plan's recommendations resulted in the establishment of state owned Small 
Industries Corporations, with the diverse mandate of providing credit assistance, technical 

5. Study on Small Scale Industries InPaklslan. UNIDO. Vienna 1981. GOPA Consultants. 
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2.11 

i. 
fl. 
ill. 
iv. 
v. 
vi. 

vii. 

viii. 

2.12 

training and assistance with marketing and production of the small scale sector. At 
present, these corporations are divided on a provincial basis. As can be seen from table 2, 
over 90% of SSI are In Punjab and Sind. As Is generally the case with SSI data, the
provincial distribution should be treated as approximate indicators of dispersion, since the
figures relate to formal credit assistance to SSI. The distribution of enterprises seems to be 
biased against NWFP, a province with a thriving sme * business sector. The workload of
the provincial small industries corporations generaliy reflects the geographic dispersion
given In table 2. The Punjab Small Industries Corporation (PSIC) Is the most active of the 
provincial bodies, followed by Sind. In general, the SICs have concentrated on the
provision of physical facilities, development of SSI industrial estates, the building and 
equipping of service centres and establishing production centres for handicrafts. There 
are, however, substantial deficiencies in tne efficacy of SIC's delivery system as well as in
the quality of service provided. Currently efforts are being made, supported by aid donors 
such as the Netherlands Government to reform SICs by increasing their direct involvement
with ihe private enterprises as well as developing alternative institutional channels in the
private sector for SSI development. The World Bank, for example, is aiming to increase 
private sector involvement in areas of export marketing and technology transfer for SSI,
under its present credit programme for the small sector. They have operated in an 
unhelpful policy environment. 

The Second Five Year Plan (1960-65) noted the failure to meet !he objectives of 
SSI development, set out In the First Plan but went on to state more general objectives.
These Intentions, summarised below, were repeated verbatim In the Third (1965-70) and 
Fourth (1970-75) Five Year Plans. 
to adapt small industries to changing technological, economic, and social conditions;
 
to stimulate production of Implemdnts and equipment required for agriculture;
 
to encourage the processing of indigenous raw materials;
 
to create additional employment opportunities;
 
to modernize such existing units as have sound economic prospects;
 
to promote modernization by encouraging growth of small industries in rural 
areas in 
general and wherever resources and markets are available in particular;
to bring about a closer relationship between the small and large industries through, for 
example, the production of spares and accessories or comporents for large-scale industry 
or through providing facilities for the maintenance and repair of equipment In use either by
large-scale Industries or in other sectors of the economy; and
 
to preserve and promote traditional arts and crafts.
 

A less mechanical and more pragmatic approach was evident In the Fifth Five 
Year Plan (1978-83). 

'the small Industries sector has considerable potential for growth but it suffers from a 
number of problems relating to organization, financing, technology, and marketing. To
facilitate the development of this sector, there is need to have a closer look at the 
constraints under which this sector operates and to remove the hurdles which inhibit Its 
healthy growth. There Is also need to provide some special incentives and assistance to
small entrepreneurs who have the resources or skill that can be profitably exploited. Fiscal 
and commercial policies will give due recognition to these factors during the plan period.' 

Both the Sixth and Seventh Plans acknowledge the growing significance of small 
scale Industry. But the broad policy pronouncements have yet to be matched by
sufficiently serious attention to the financial, institutional and policy measures required to 
support SSI development in Pakistan. Inadequate access to Investment funds, markets 
and technology remain major obstacles to the development of SSI. The informal credit 

2.13 



SSI INPAKISTAN 10 	 CHAPTER 2 

market 	continues to provide financing at rates of interest which may reflect risk but also 
act as a hindrance to dynamic capital formation. As far as the formal sector Is concerned,
the five nationallsed commercial banks are primarily responsible or lending to SSI.(6) The 
State Bank sets annual aggregate targets, which are divided among the NCB's in relation 
to their deposit ranking. Because of a scarcity of long term finance and, until 1988, a lower 
lending rate for SSI term loans, the commercial banks were more Inclined to lend for 
working capital - loans which carried a higher rate of return. Since the provision of long
term funds for SSI, through credit lines extended by IDA since 1982, fixed investment loans 
to SSI appear to have increased. It Is esimated that the formal sector's share in SSI
lending has Increased from 30% to 40% of credit requirements.(7) Nonetheless, SSI 
development requires a concerted supportive effort by the Government of Pakistan. The 
Issues which need systematic attention Include: 

I. 	 The government could consider establishing a high powered body for formulating,
Implementing and monitoring SSI development policies and programmes. The
representation on this body Is vital for Its success. It ought to contain senior 
officials, relevant political figures, entrepreneurs, science and technology
insti:utlons. This high powered body could collaborate with sectoral associatiuns 
of small entrepreneurs to develop policies and institutions in support of SSI. 

II. 	 A number of public sector technology and marketing assistance centres, such as 
the Metal Industries Development Centre (MIDC), Sialkot and the Institute of 
Leather Technology (ILT), Guj anwala, could be more effectively integrated with 
the private sector's needs. Small eiitrepreneurs could have more direct 
representation on these bodies. These centres could also arrange consultancy
services of use to SSI. For example, institutions such as the Lahiore University of 
Management Sciences could be asked by MIDC to run courses for management
training relevant to the development of SSI. 

ill. Anumber of small scale industries are in urgent need for modernisation. Technical 
assistance programmes from aid donors could be targeted specially at SSI. Again
institutions such as MIDC and ILT could be re-organised so that they can become 
effective Instruments for raising SSI productivity through such technical assistance 
programmes. The modernisatior, programme should be selective. Some sub
sectors should be chosen for priority assistance, in view of their potential
contribution to output and employment generation. Once these sub-sectors of SSI
have been chosen, an intensive and broad modernisation programme should be 
launched.
 

iv. 	 The promotion of rural SSI could be more systematY than the recently announced 
rural IndustrIallsation programme. Infrastructure provision and support could 
concentrate on chosen sectors and areas. The government does not have the 
resources to suppo.t a broad strategy, since tax Incentives are not sufficient to 
tempt industry to rural areas. A more concentrated Infrastructure provision for 
rural SSI may be required. 

6. 	 Some of the development finance Institutions r,iso have a mandate to assist SSI. Principal among these are the 
Small Business Finance Corporation and the Industrial Development Bank of Pakistan. 

7. 	 The World Bank: The Third Sector Loan to SSI in Pakistan. 
ItIs perhaps worth noting that World Bank figures regarding the proportion of SSI credit requirements serviced 
by the formal sector are much higher than estimates published by Small Industries Corporations. 
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V. 	 The government could consider giving preference to products of SSI in its 
purchases. However, care needs to be taken that such reservation does not 
subsidise inefficient small producers. Price and quality criteria could also be 
Incorporated. 

vi. 	 Sub-contract:ig arrangements between larre scale enterprises and SSI could be 
encouraged through the formation of subcontracting exchanges. 

vii. 	 Support programmes could be initiated for the development of associatons for 
women entrepreneurs. Credit lines and management training could be targeted at 
female entrepreneurs wishing to set up small businesses. 

viii. 	 Development finance institutions could open special windows for small 
entrepreneurs, which provide a range of services consistent with a low literacy rate 
of small entrepreneurs. Simplified procedures, easier access and technical 
assistance could be more useful than subsidised credit. Currently only 5% of 
credit going to the Industrial sector is received by SSI. The allocations to SSI 
should rise to atleast 15%. 

ix. 	 Some of the more innovative credit guarantee schemes and group collateral 
procedures adopted by institutions such as the Grameen Bank in Bangladesh 
could be promoted for the development of SSI. 

x. 	 The primary constraint to the growth of SSI units tend to be internal. The 
combination of technical, managerial and productivity limitations could be 
addressed by associations of small entrepreneurs In collaboration with research 
Institutions, government bodies and aid donors. The results of such discourse 
should lead to comprehensive sub-sectoral interventions. 

xi. 	 Targeted credit lines for SSI, from aid donors, based upon systematic sub-sectoral 
analysis emerging from the above. 

xli. 	 Finally, the macro-policy framework needs to be consistent with targeted 
assistance for SSI. The move from a compensatory to a supportive regime would 
require rationalisation of macroeconomic instruments. 

This selective list of SSI supportive measures are ofcourse merely Indicative of the 
kind of changes required for a more systematic development of SSI. A comprehensive 
framework of policies, programmes and institutions Is beyond the scope of this paper. The 
following chapters concentrate on the effect of the regulatory framework on small 
establishments and suggest measures to reduce some of the glaring burdens emerging 
from our analysis. The effect of regulations is assessed in the context of micro level 
observations of the financial, technical and working environment of 18 small enterprises in 
Lahore, Gujranwala and Sialkot. It must be emphasised that an overhaul of the regulatory 
framework would require more detailed analysis than that permitted by the time frame of 
our enquiries. In any case, the pattern that is emerging from this initial study suggests 
areas of fruitful reform. It is also worth emphasising that our study concentrates on small 
scale Indusiry. Medium sized enterprises were visited but it was felt that the paper's 
purpose would be better served by concentrating on SSI. As is evident from our 
subsequent analysis, the size bias of the regulatory framework has a complex pattern. Its 
mechanics are better understood by examining SSI and looking at the implications for 
larger enterprises. 
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The areas of concern to the private sector, particularly the impediments to 
Industrial development, are reproduced in Appendix 1. These comments were submitted 
to the Government of Pakistan in 1989. They Include references to the regulatory
framework. The typed comments in the right hand column were made by the Punjab Small 
Industries Corporation. 

http:PAKIST.AN
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SECTION I: LAWS 

3.01 	 The legal and regulatory framevork pertaining to manufacturing Industries Is 
comprised of various components including direct and Indirect taxation and labour laws. 
Out of these, the system of direct taxation and labour laws are discriminatory to the scale 
of the industry while the increct taxes, like Import duties, excise and sales tax, vary across 
Industrial sub-sectors. The incidence of Indirect taxation depends on the nature of 
commodity produced and the targeted market. Therefore, for the purpose of this study,
only the direct taxation system and labour laws are focussed and their impact on the 
growth and development of medium and small scale industries assessed. 

3.02 	 In order to comment on the efficiency or inefficiency of the regulatory framework 
and its Implementation mechanism, it is irrperative to first have an Idea 	 of the policy
structure and the Implementation procedurrs. The basic regulatory framework regarding
Income tax and labour laws Is descrlbed aelow. For details of the legislations, refer to 
annexure 2. 

Regulations Regarding Assessment and Collection of Income Tax 

3.03 	 According to the reyulations of the income tax ordinance 1979, every
businessman should get himself registered with the Income Tax Department. A National 
Tax number will be Issued to him by the area income tax officer. Every businessman is 
required to file his income tax returns after the closing of his books of accounts. Under the 
present taxation laws, income tax returns should be filed by closing the books of accounts 
by the 30th of June every year. The government has given options to close the books of 
accounts on 30th December also, as may be desired by the businessman. 

3.04 	 The system of income tax collection starts with the assessment of tax against the 
businessman by the income tax assessing officer (ITO). Based on that the assessing
officer passes the assessment order. The calculation is made on the basis of returns filed 
by the businessman. If unsatisfied with the assessment, the assessee (businessman) can 
file an appeal before the commissioner of income tax appeals. Such appeals are disposed
off by the income tax commissioner and opportunity is given to the assessee to explain his
complaints. If still unsatisfied with the appeal decision, the appellate assessee has the right
to file a further appeal before the income tax appellate tribunal of Pakistan. The income tax 
appellate tribunal is .the final deciding authority. However, the assessee can still file
reference before the high court on law matters. The tax department usually starts 
demanding the tax after passing assessment orders. In case of appeals, Immediate 
remedial measures should be undertaken to obtain stay from the commissioner of income 
tax. 

3.05 	 It can be seen from the procedure described above that income tax assessment 
appeal decisions can be very cumbersome and lengthy. Once a wrong assessment is 
made by the assessing officer, the businessman can get trapped in a long and 
complicated system of procedural details. Entrepreneurs interviewed by EPRU 
emphasised the significance of the absence of an effective legal machinery. The effic;ency
of the legal system does not conform to the extensive regulations prescribed. This gap
leads to Implementation difficulties and is a major cause for distortions since every effort is 
made to avoid litigation. 

3.06 	 To simplify procedures and widen the tax net to include small businessmen, the 
GOP decided to Introduce a system of self assessment In 1979-80. This was based on a 
system of trust and confidence which the state placed on the tax payers. The upper limit 
for the self assessment system was placed at a taxable Income upto Rs 100,000. The 
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objective was to provide some relief to the small scale businessmen and firms from the
interface with the income tax assessing officers. Only 5% cases were picked out through
random computer balloting, for audit checking purposes. This was a measure to maintain 
some checks and balances in the system. The persons picked out for audit once were
provided Immunity from checking for the next assessment year. The taxpayers, according
to the system, were only required to show their sales receipts, cost of sales, and other 
expenses Incurred in order to arrive at the total taxab!e income. From this, the total tax 
payable was assessed by the assessee himself after deducting the basic exemption. The 
basic exemption has been set at Rs 40,000 for saiaried persons and 9s 30,000 In other
cases(1 ). On the remaining income, tax is charged in a progressive manner. Exemptions
from income tax are provided for certain industries including agro-services, storage of 
food grains, poultry farming, fish farming, manufacturing and renting of agricultural 
implements(2). 

3.07 	 Self assessment system continued till 1988-89, albeit with slight modification for 
showing a progressive increase in the income assessed every year. In 1988-89, it was
replaced by an even simpler system called the Simplified Assessment Procedure (SAP).
According to this system, the tax payer just had to fill in a SAP assessment form(3). It 
differed from the self assessment system in that for SAP, no documents had to be 
attached with the tax return form, providing maximum relief to the small scale tax payers.
This system has, however, been recently withdrawn and replaced once again by self 
assessment system under tile premise that people had started misusing it grossly. There 
was a growing tendency amongst businessmen to evade income tax by showing
extremely low amount of taxable Income. 

-3.08 
 The self assessment system that has been Introduced in the 1990-91 budget has 
an upper limit of Rs 200,000. Provisions for computer determined random audit 
assessment have been reintroduced. It can be seen that over the years, there have been
quite significant changes In the legislation regarding the assessment of income tax.
However, no significant improvement has been achieved in the implementation process in 
order to Improve the efficiency and honesty of the collection system. In 1987-88 the 
assessment system was changed from a single assessing officer to a panel of three 
assessing officers to make the tax assessment. It was hoped that with three persons
making the assessment instead of one, the level of corruption In the department would be
reduced. However, this change did not work out the way it was Ir:ended to. It has,
therefore, been replaced again with the former system. Measures such as the self 
assessment scheme are steps in the right direction as far as broadening the direct tax 
base and reducing the role cf the income tax officers is concerned. Some abuse Isinevitable but the government would be well advised to pursue along this path and try to
reduce rather than reintroduce greater contact of taxpayers with officials. 

3.09 	 It has been claimed by the business community that the income tax assessing
officers are provided with discretionary powers to make the assessments. This, alongwith 
a poor system of accountability, low pay scales and weak judicial system, gives further 
Impetus for corruption to these officials. Income tax department officials, although they do 
not deny the charges of corruption in the system,(4) claim that the Initiative and Incentive to 
corruption comes from the tax payers side. The debate of 'who corrupts who?' is infinitely
Ioig and perhaps one without a conclusive answer. Howver, one thing is for sure ;thesystem of revenue collection is highly corrupt and little has been achieved to improve its 

1. 	 ref: appendix 2: First Schedule of Income Tax Ordinance, part 1:Rates of Income Tax. 
2. 	 Second Schedule of Income Tax Ordinance, section 95-103. 
3. 	 ref: appendix 4 
4. 	 Officials were ruite candid InInterviews with EPRU. 
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efficiency. So far, most of the reforms have been made to simplify and reduce the
complexity of the assessment of income tax at the lower end of the tax paying sector. 
Consequently, this has translated as an incentive for the industry owners to be classified 
as a small scale sector enterprise. As soon as the entrepreneur crosses the self 
assessment barrier, it falls prey to the clutches of the revenue department. In order to 
reverse this trend, it is imperative that reforms are made in the whole system of revenue 
assessment and collection. In other words, the tax procedures for higher income earners 
also need simplification. In the absence of this upward rationalisation, assesses have a 
strong incentive to understate their income, far beyond the 'natural' tendency to do so. 

RegulatIons Regarding Labour Laws 

3.10 The labour laws relating to industrial establishments are basically laid out in the 
Factories Act, 1934. Other regulations include the Industrial and Commercial (Standing
Orders) Ordinance, 1968. The National Industrial Relations Commission (NIRC) Regulation
1973 and the Punjab Industrial Relations Rules, 1977. These regulations cover issues such 
as the payment of wages, minimum wages, employees' old age benefits, sharing of 
companies' profits, employees' social security payment benefits, employment of children 
and control of employment. 

3.11 	 It is out of the scope of this report to give a comprehensive account of each of
these laws and regulations. However, the mere fact that so many rules and regulations
exist in connection with the employment of industrial labour is suggestive of the
Impracticality and redundancy of a great many of these laws. Virtually no SSI 
establisihment in Pakistan is complying with the host of labour regulations. There is an 
urgent nieed to rationalise and reduce these to a set of practical implementable measures. 
Nevertheless, it is worthwhile to take a cursory view of the basic rules and rogulations in 
order to get a handle on these. A brief summary of the clauses given in the Factories Act
1934, Industrial and Commercial Establishments (Standing Order) Ordinance and the
National Industrial Reforms Commission (NIRC) Regulations is presented below: 

(A) 	 The Factories Act, 1934. 

3.12 	 This Act describes the basic working conditions which have to be complied with 
by all the industrial establishments in Pakistan. A 'factory', according to th;s Act, is defined 
as 'any premises, including the precincts therein, wherein ten or more workers are
working, or were working on the preceding twelve months, and in any part of which a
manufacturing process is being carried on or is ordinarily carried on with or without the aid 
of power but does not include a mine.' Here it is worth mentioning that the number of
workers was originally stated as twenty or more, but was later changed to ten or more 
workers by the Factories Amendment Act of 1973. 

3.13 	 The Act can be applied, by notification in the official gazette by the Provincial 
Government, to any place wherein a manufacturing process is carried on or is ordinarily
carried on, whether with or without the use of power, wherever five or more workers are
working therein or have worked therein on any one day of the twelve months immediately
preceding'. This shows how narrow and sharp can be the cutting edge of this Act. 

3.14 Before the commencement of work in any factory, the owner (occupier) has to 
notify the area labour inspector about the following details of the factory: 
1. 	 Name of the factory and its situation. 
2. 	 The address to which communications should be sent. 
3. 	 Nature of the manufacturing process to be carried on in the factory.
4. 	 The nature and amount of power to be used. 
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5. 	 The name of the manager.
6. 	 Other such particulars as may be prescribed for me purposes of ne Act. 

3.15 	 After the above notification, a factory is granted a registration certificate. No 
factory Is permitted to work without this document. The registration certificate has to be
renewed every year after the payment of the prescribed fee. Penalty for failure to register
and get a registration certificate is punishable upto Rs 500 ad upto Rs 1000 if convicted 
for a second time on the same offence. 

3.16 	 The inspecting staff consists of various persons appointed by the provincial
Government. These include, Chief Inspector, Inspectors every(including district
magistrate in the area), Additional Inspectors and Certifying Surgeons (refer to chapter II
of the Factor!es Act). The powers of these Inspectors are extremely discretionary in nature
and they have the right to enter and inspect any place, premises and plant, and examine 
any prescribed registers as they may deem necessary for the purposes of the Act. It Is
Interesting to note that a separate inspector is appointed for the inspection of the various 
sections (health and sanitation, minimum wages, social security, etc.) of the department oflabour. According to one estimate, given in our survey, there are about thirty to thirty-five
officials with whom a businessman has to deal with in order to carry out his normal routine
business. The figure may be exaggerated but the point is well taken. This indicates the
consumption of a tremendous amount of time which the owner or manager has to spendwith these officials at the expense of the business concern. If these inspectiun procedures 
are simplified to some extent, much of this time could be saved and spent on the 
development activities of the establishment. 

3.17 	 Under the provisions of the Act, the following aspects are subject to inspection by 
a labour Inspector or certifying surgeon. (5) 

3.18 	 1. Health and Sanitation 
Under this chapter (refer to chapter III of the Factories Act), the following clauses 

are included which pertain to the health and sanitation regulations applicable to all 
factories. 

1.1 	 Cleanliness 
1.2 	 Ventilation and Temperature 
1.3 	 Dust and Fumes 
1.4 	 Artificial Humidification 
1.5 	 Overcrowding. According to this at least 350 cubic feet of space should be provided per

worker in case of factories established at the time of the enactment of the labour law 
ordinance of 1972 and 500 cubic feet per worker in case of factories established after the 
ordinance. 

1.6 	 Lighting 
1.7 	 Drinking water 
1.8 	 Latrines and Urinr' 
1.9 	 Spittoons
1.10 	 Precautions against contagious or Infectious disease and compulsory vaccination 
1.11 	 Provision of canteens Incase of factories employing more than 250 workers.
1.12 	 Employment of welfare officers in case of factories employing more than 500 workers. 
1.13 	 Arrangements for fire-fighting and emergency exits 
1.14 	 Fencing of machinery 
1.15 	 Work on or near machinery in motion 
1.16 	 Employment of young persons on dangerous machines 

5. 	 For details on the legislation, refer to appendix 4: The Factories Act, 1934. 
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1.17 Striking gear and devices for cutting off power

1.18 Self acting machines (automatic machines)

1.19 Casing of new machinery

1.20 Prohibition of employment of women and children near cotton openers.

1.21 Cranes and other lifting machinery
 
1.22 Hoists and Lifts
 
1.23 Revolving machinery
 
1.24 Pressure plant
 
1.25 Floors, stairs and means of access
 
1.26 Pits, sumps, opening in floors, etc.
 
1.27 Lifting of excessive weights

1.28 Protection of eyes Incase of excessive exposure to heat and light

1.29 Powers to require specifications of defective parts or tests of stability

1.30 Safety of building, machinery and manufacturing process
1.31 
 Powers to make further rules to supplement the rules already laid out relating to:
 

a) Precautions against dangerous fumes
 
b) Explosive or Inflammable gas, etc.
 
c) Power to exclude children
 
d) Notice of certain accidents
 

3.18 2. Restrictions on Working Hours of Adults
 
This chapter (refer to chapter IVof the Factories Act) deals with the working hoursof the adult employees of the factory. The maximum number of working hours for adults ina factory has been set at 48 hours per week and 50 hours per week for a seasonal factory.If an adult worker Is engaged in work which for technical reasons must be continuousthroughout the day, he may work for 56 hours per week. Other provisions of the Act 

Include: 
2.1 Weekly holidays for adult workers on Fridays

2.2 Compensatory holidays

2.3 Daily working hours should riot be more than nine hours on any day

2.4 Intervals for rest
 
2.5 Spreadover of intervals for rest should not be more than ten and a half hours
2.6 
 Notice of periods of work for adult workers should be correctly maintained and displayeo

Inevery factory
2.7 Copy of notice of periods of work to be sent to the labour inspector

2.8 Register of adult workers
 
2.9 Powers to make rules ekempting from restrictions
 
2.10 Powers to make orders ,axemptingfrom rastications
 
2.11 Further restrictions on employment of women
 
2.12 Special provision for night shift
 
2.13 Extra pay for overtime
 
2.14 Obligation to work overtime
 
2.15 Restriction on double employment
 
2.16 Control of overlapping shifts
 

It can be seen from the above mentioned rules and powers of the labour inspector that aconsiderable room for corruption and bribery exists as regards the working of overtime,exemptions and special provisions extrafor shifts. It is claimed by the businesscommunity that the labour inspectorsmake full use or misuse of these powers. It is saidthat they seldom keep proper records or maintain documentation. 
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3.18 	 3. Holidays with Way. 

This chapter of the Act deals (refer to Chapter IV-A of the Factories Act) with the 
regulations regarding paid holidays to which a regular worker is entitled. 

3.1 	 Annual Holidays. Every worker who has completed a period of twelve months' 
continuous service shall be allowed paid holidays for a period of fourteen days. The pay 
for these holidays shall be paid before his holidays begin. 

3.2 	 Casual leave and sick leave 
3.3 	 Festival holidays 

•in interesting ciause of this chapter is Section 49-G which reads as follows:
 
"Exemption of factories from the provisions of this Chapter: Where the Provincial
 
Government is satisfied that the leave rules applicable to workers in a factory provide 
benefits substantially similar to those for which this chapter makes provision, it may, by 
written order exempt the factory from the provisions of this chapter." 
It can be well imagined as to what means the factory owners may resort to in order to 
make the Provincial Government 'satisfied' that the leave rules provided by the factory are 
similar to the ones laid out in the chapter. 

3.18 	 4. Special Provision for Adolescents and Children 
This c!hapter (refer to chapter V of the Factories Act) safeguards the rights and the 

working conditions for any adolescents and children working in the factories. The following 
are the salient features of this chapter; 

4.1 	 Children under four years of age are not allowed to work. 
4.2 	 Certificate of fitness to be given by the certifying surgeon in case of adolescents. 
4.3 	 Restrictions on working hours of a child. No child or adolescent should be allowed to work 

in a factory for more than seven and a half hours iq any day. 
4.4 	 Notice of periods of wcrk to be correctly maintaiiied and displayed in the factory. 
4.5 	 Register of children workers should be maintained 
4.6 	 Hours of work to correspond with the Notice and Register 
4.7 	 Power to require medical examination 
4.8 	 Power to make rules to rest with the Provincial Government regarding the following; 

1) Prescription forms of certificate of fitness 
ii) Physical forms to be attained by the children and adolescents
 
iii) Procedure of certifying surgeons
 

Contravention of these clauses laid out in the Factories Act Is punishable with a fine which 
may extend upto Rs 500. However, the labour inspector has the authority to make one 
Challan (penalty order) for an offence concerning (say) 100 persons or he can make 
separate challans for eveny three workers working in the factory. Powers like these add to 
the general misuse of authority by these officials and the degree of mistrust and 
harassment which the business community feels towards them. 

(B) 	 The Industrial and Commercial (Standing Orders) Ordinance, 1968. 

3.19 	 This Is another important legislation concerning the service conditions and other 
benefits which should be given to industrial labour ( for the details of the Ordinance refer to 
appendix 6). It extends to the whole of Pakistan and is applicable to every industrial 
establishment or commercial establishment wherein twenty or more workmen are 
employed, directly or through any other person whether or, behalf of himself or any other 
person, or were employed on any day during the preceding twelve months. 
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3.20 The inspectors of Mines appointed under section 4 of thE Mines Act, 1923, the 
inspectors appointed under section 10 of the Factories Act 1934. and other such persons 
not being conciliators appointed under the Industrial Rela.,ons Ordinance 1969 as 
Government inspectors by notification in the Official Gazette, shall be inspectors for the 
purposes of the ordinance within the local limits assigned to each. 

3.21 An inspector may at all reasonable hours enter on any premises and make such 
examination of any register or document relating to the maintenance or enforcement of 
the Standing Orders and take on the spot or otherwise such evidence of any person, and 
exercise such other powers of inspection, as he may deem necessary for carrying out the 
purposes of this Ordinance. There is a familiar discretionary ring to these regulations. It 
can be seen from this piece of legislation regalding the powers of the inspector, how 
excessively di:cretionaty these are and how easily these can be distorted. 

3.22 An employer who modifies the Standing Orders applicable to his industrial or 
commercial establishment, otherwise than in accordance with Section 4, shall be 
punishable with fine which may extend to five thousand rupees, and in case of a 
continuing offence, with a further fine which may extend to twenty-five rupees for every 
day after the first day during which the offence continues. 

3.23 Whoever contravenes any of the provisions of this Ordinance shall, if no other 
penalty is elsewhere provided by or under this Ordinance for such contravention, be 
punishable with fine which may extend to one hundired rupees. Whoever, having been 
convicted of any offence punishable under sub-section 1, 2 and 3, again commits such 
offence shall, on conviction be liable to double the punishment prescribed for such offence 
under the aforesaid sub-sections. No prosecution to an offence punishable under this 
Ordinance shall be instituted except by or with the orevious permission in writ;ng of the 
Inspector. No court other than a Labour Court estaL'ished under the Industrial Relations 
Ordinance, 1969 shall try any offence under this Ordinance. 

The salient features of the rules and regulations laid out in the Standing Orders 
follows: 

are as 

1. Classification of workmen. The Standing Orders classify the workmen as: 
1) permanent 
2) probationers 
3) badlis (one working in place of a permanent workman or probationer) 
4) temporary 
5) apprentices 

2. Tickets. Every workman shall be given a permanent ticket, badli card, apprentice ticket or 
temporary ticket depending on the nature of his employment. Every workman at the time 
of his appointment , transfer or promotion shall be provided with an order in writing, 
showing the terms and conditions of his service. 

3. Publication of working time. The periods and hours of work for all classes of workmen in 
each shift shall be exhibited in Urdu and in the principal language of workmen employed in 
the industrial or commercial establishment. 

4. Publication of holidays and pay days 

5. Publication of wage rates 
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6. 	 Shift working. Wo-king of more than one shift is discretionary of the employer. If more 
than one shift is worked, the workmen shall be liable to be transferred from one shift to 
another. No shift working shall be disconiinued without one month's prior notice to such 
discontinuance, provided that no such notice shall be necessary if, as a result of the 
discontinuance of the shift working, no permanent employee will be discharged. 

It is important to -7ote that the above mentioned clause of the Ordinance applies only to 
'permanent workrs' and thus if an employer is hiring workers on a ten iporary basis, this 
clause will not t e applicable to him. This and other such regulationz. which exist with 
regard to the emp loyment conditions of the permanent workers have be en instrumental io 
creating a t, .ndet cy amongst the employers to hire temporary or contra,'t labour. 

7. 	 Attendance aid I,ite coming. 

8. 	 Leave. Holidays an] leave with pay shall be allowed for annual holidys, festival holidays,
casual leave and sick leave and othpr holidays in accordance with the law , contract, 
custom and " sage. 

9. 	 Casual leave. 

10. 	 Payment of wages. 

10.1 	 Group incentive scheme. in every indus*Li;u oidolishment which is a factory and in which 
fifty or more workers are employed there shall be introduced from such date as may be 
specified by the Provincial Government, by notification in the Gazette, a group incentive 
scheme to provide incentive for greater production to groups of workers employed in the 
factory. The scheme shall provide the manner in which the performance of different groups
of workmen, whether in the same section, shops, departments or shifts shall be evaluated. 
The incentive shall be in the form of additional wages or additional leave with wages or in 
both such forms to the members of the other group of workers whose production exceeds 
that of the other group of workers. 

10.2 	 Compulsory Group Insurance. The employer shall have a!l the permanent workers 
employed insured against natural death and disability and death and disability arising out 
of contingencies not covered by the Workmen's Compensation Act, 1923 or the Provincial 
Employees Social Security Ordinance, 1965. The amount for which each workman shall be 
insured shall not be less than the amount of compensatioil specified in Schedule IV of the 
Workmen's Compensation Act, 1923. 

10.3 	 Payment of Bonus. Every employer making profit in any year shall pay for that year within 
the three months of the closing of that year to the workmen, who have been in his 
employment in that year for a continuous period of not less than ninety days, a bonus in 
addition to the wages payable to such workmen. The amount of the bonus payable shall, if 
the amount of the profit is not more than the aggregate of one month's wages of the 
workmen employed, be not less than the amount of such aggregate, subject to the 
maximum of thirty percent of such profit. 

11. 	 Stoppage of work. The employer may, at any time of a natural calamity or other cause 
beyond his control, stop any section of the establishment, wholly or partially for any
period or periods or without notice. Ifafter stoppage, the workers are detained for a period
of more than one hour, they shall be paid for the whole of the time, for which they are 
detained as a result of stoppage. Incases where workmen are laid Qf on account of failure 
of the plant, a temporary curtailment of production or any stoppage of work, they shall be 
paid by the empioyer an amount equal to one half of their daily wages during the first 
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fourteen days of lay-off as compensation. When, however, the workmen have to be laid-off 
for an indefinite period beyond the above mentioned fourteen days, their services may be 
terminatad after giving them due notice or pay in lieu thereof. 

12. 	 Closure of establishment. No employer shall terminate the employment of more than 
50% of the workmen or close down the whole of the establishment without prior
permiss.on of the Labour court in this behalf, except in the event of fire, catastrophe, 
stoppage of power supply, epidemics or civil commotion. 

13. 	 Termination of employment. For terminating the employment of a permanent workman,
for any reason other than misconduct, one month's notice shall be given either by the 
employer or the workman. One month's wages calculated on the basis of average wages 
earned by the workman during the last three months shall be paid In lieu of notice. 
Temporary workmen, probationers or badlis shall not be entitled to a notice or payment of 
wages ifhis services are terminated by the employer. 

14. 	 Procedure for retrenchment. 

15. 	 Re-employment of retrenched workmen. 

16. 	 Punishments. A workman may be fined or reprimanded in the manner prescribed in the 
payment of wages act, 1936, upto three paisa in a rupee of the wages payable to him in a 
month, for disregard or disobedience, improper behavior, making falsr or misleading
statements, inefficient, dilatory, careless, wasteful or malingering behaviour. A workman 
found guilty of misconduct shall be liable to fine, withholding of increment, reduction to a 
lower post or dismissal without pay. 

17. 	 Eviction from residential accommodation. 

18. 	 Provident Fund. (Omitted by labour laws (amdt.)act, 1972.) 

19. 	 Grievance procedure. 

20. 	 Certificate of termination of service 

21. 	 Liability of employer.. 

3.24 	 It can be seen from the above mentioned sections and clauses of the Standing 
Orders that a permanent worker is give, a great degree of protection in these laws as 
compared to temporary workers, especially in case of termination of employment. This is 
one of the reasons why there is a growing trend in the industry to hire contract labour and 
the cmployers can avoid a number of laws in that way. 

3.25 	 Moreover, since these Standing Orders are applicable onlv to industrial and 
commercial establishments hiring twentz or more workers, a trend to break up larger units 
into smaller ones, each employing less than twenty workers, has become quite popular 
especially in case of small scale sector enterprises. This is harmful to the process of 
industrializationin the long run as it: 

I) 	 Hampers the productivity and ef,':iencygains which could be achieved through 
economies of scale. 

http:permiss.on
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ii) 	 Due to perpetually small (less than twenty workers) scala of the enterprise, the 
management potential never really grows. 

3.26 	 The excessively stringent nature of these regulations are, therefore, doing more 
harm than good for the industry, as the real benefits of these rules seldom accrue to the 
workers. 

(C) 	 National Industrial Relations Commission (procedure and functions)
Regulation, 1973. 

3.27 The NIRC basically deals with the registration procedures and activities of Industry
wise trade unions (refer to appendix 7). The maximum number of the executive of an 
Indus'ry wise trade union Isspecified as below: 

Where the number of Max. no. of persons
workers employed in the forming the executive 

establishment is of the trade union 
not more than: shall be: 

50 	 5 
100 8 
200 10 
300 12 
400 14 
500 16 
600 18 

1000 20 
5000 25 

3.28 	 The commission maintains a register of the industry wise trade unions in form '1' 
and a register of federations of such trade unions and federations at the national level In 
form 'J'. The annual returns are to be furnished by a registered industry wise trade union, a 
registered federation of such trade unions at the national Icvel, submitted to the Registrar
by the 30th day of April each year. This would be Inform 'K'. 

3.29 	 The commlssl6n also set the procedures for the determination of a collective 
bargaining agent, settling of industrial disputes and t, ials of offences. 

SECTION II: INSTITUTIONAL MATTERS. 

Formal and Informal Credit Systerns. 

3.30 	 Formal credit system include the various nationalized commercial banks, co
operative societies, Small Business Development Corporation(SBFC), International 
Development Association (IDA), Agricultural Development Bank of Pakistan (ADBP) and 
the Provincial Small Industries Corporations. Through these formal lines of credit short,
medium and long term loans can be obtained. However, the average small scale 
businessman Is seldom able to secure credit through these sources due to two main 
reasons. Firstly, In order to secure a loan from these formal sources, the businessman is 
required to provide a collateral. Small scale, especially micro-level enterprises usually do 
not have enough collateral to qualify for credit. Secondly, even Ifcollateral is available, the 
procedures of loan sanctioning at these institutions are so long and heavily bureaucratic 
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that the businessman is often too daunted to apply. Moreover, small scale enterprises are 
usually set up as either sole proprletorshlps or partnerships. Securing a loan is extremely 
difficult for these enterprises as banks prefer to deal w!th registered companies as 
compared to Individuals. This should lead to giving Incentive to the small scale 
entrepreneurs to establish limited companies. However, it is actually acting as a 
disincentive as access to formal credit Isnot guaranteed even if limited companies are set 
up. Therefore, it eventually translates into a general disappointment from formal credit 
sources leadinq the businessmen to seek Informal sources of credit. The informal credit 
system is more efficient but at times abnormally high Interest rates are charged for the 
amount lent. This interest rate can be as high as 50%. Informal credit is also sometimes 
provided by the buyer in the form of an advance payment. However, this form of credit 
also carries an undefined interest cost to it as, invariably, the customer who pays in 
advance demands some sort of discount in the total price of the product. ' 

3.31 In addition to the above export oriented industries are provided credit through the 
Export Refinance Scheme. Under this, an exporter can obtain credit upto 66% of the value 
of the export order. This scheme has generally helped the small and medium scale 
exporters in providing prompt and timely credit. A concessionary rate of interest (6%) Is 
charged for refinance credit. However, a few businessmen interviewed by EPRU 
expressed the opinion that this scheme Is also being excessively misused by some 
exporters. Nevertheless, exporters are generally satisfied by this arrangement. 

Promotional !nstitutions. 

3.32 Promotional Institutions set up by the government to patronize small scale 
industry Include the Provincial Sw-l1 Industries Corporation and their subsidiaries. These 
corporations were established with a view to providing training, advice, credit and 
common facilities to the small scale industry. The objective Is to introduce new production
techniques and Improve the quality as well as the quantity of the output of small scale 
Industries. The industries to. which the Punjab Small Industries Corporation is providing 
assistance Include ceramics and pottery, leather, metallurgy, light engineering, cutlery and 
surgical Instruments, carpet weaving and sports goods. The assistance is provided at the 
various training centres and subsidiaries of PSIC which include: 

I) 	 Institute of Ceramics, Gujrat.
 
II) 	 Institute of Leather Technology, Gujranwala.
 
iii) 	 Institute of Pottery Development, Shahdara, Lahore.
 
iv) 	 Metal Industries Development Centre, Sialkot.
 
v) 	 Cutlery and Small Tools Industries Service Centre, Wazirabad.
 
vi) 	 Sports Goods Service Centre, Sialkot.
 
vii) 	 Wood Working Service Centre, Gujrat.
 
viii) Light Engineering Service Centre, Gujranwala.
 
Ix) Carpet Weaving Training Centres; 5f3 centres in the various small cities In Punjab.
 

3.33 	 The training provided at these centres is highly questionable and leaves a lot to 
be desired. Indeed a sweeping reform of these centres could play an important role in 
stimulating SSI development. These centres provide a useful physical infrastructural base 
for promoting SSI. Their limited utility is largely due to organisational shortcomings and 
lack of resources. If ti.e private sector and technical assistance programmes of aid 
donors could be integrated with these centres, the effect on selective SSI sub-sectors 
could be considerable. 

3.34 	 In addition to these, the Punjab Small Industries Corporation is controlling about 
16 industrial estates, half of which are almost fully colonized while the remaining are in the 
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process of development. The industrial estates scheme provides industrial plots which are 
equipped with all the basic Infrastructural facilities. These plots are allotted to Lusinessmen 
on easy terms and financial assistance is also provided in the form of purchase of 
machinery and cash, both In foreign as well as local currencies. These loans are arranged
through the commercial banks and the Industrial Development Bank of Pakistan (IDBP). It 
was frequently alleged that these sanctions are not made on the merits of the project but 
determined by the contacts and resources of the businessman. 

Impact of the Various Regulatory Policies on Different Stages of Business Growth. 

3.35 	 Small scale business enterprises pass through various stages of development as 
they grow and expand their operations. One such model of the growth of small business 
concerns has been presented by Churchill and Lewis(6) in which they have identified five 
stages of small business development, namely, Existence, Survival, Success, Take-off and 
Maturity. The factors which distinguish one stage from the other include size, di'ersity and 
complexity of the operations. Consequently, different types of skills, management style,
organization structure and extent of formal systems is also needed at each of these stages
of growth. According to this theoretical framework, the owner's involvement in the 
business should be reduced as the enterprise develops into a profitable business 
concern. (7) Professional management should be hired so as to guide the business along 
more profitable lines and optimize the resources of the enterprise. 

3.36 	 Pakistani businessmen have been blamed for their unwillingness to delegate 
control to the professional managers and the lack of development of formal systems at 
their business concerns. Many explanations have been given in this regard relating to the 
Inavailability of good professional managers and the lack of training and formal education 
of most of the business owners. However, one aspect has always been neglected while 
considering the various aspects of business growth and that is the impact of the regulatory
framework on the various stages of business growth. Initial analysis of the above 
mentioned aspects of the regulatory framework and its implemention procedures indicates 
that as the business grows, the scope of profitable operations is narrowed by the 
Imposition of these laws, i.e, income tax and labour laws. Therefore, after the survival 
phase(8), the horizontal growth of the business becomes less profitable, due to the 
Increased degree of regulations and controls, as compared to vertical growth. As a result, 
at that stage, instead of expansion most business enterprises split into smaller units and 
thus evade the regulatory controls associated with expansion. This trend is detrimental to 
the longer run development of the industry as it curtails the opportunity to : 

i) 	 Hire and develop professional management which could run the business along more 
profitable lines. 

ii) Invest in fixed assets, modern machinery and technical training of the workers. 
il1) Failure of the establishment to grow and reap the benefits of economies of scale. 

6. 	 Churchill, Neil C,and Lewis, Virginia L., The five stages of small business growth Harvard Business Review 
(May-June 1989), PP. 30-51 

7. 	 See figure Characteristics Of Small Business At Each Stage Of Development. 
8. 	 ibld. 
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4.01 The scope of the study was limited to medium and small scale business 
enterprises located In the urban areas of the Punjab 	province. As mentioned earlier, the 
principal focus is on SSI. Areas covered included important industrial centers like Lahore,
Slalkot 	and Gujranwala. The survey encompassed five industry sub-sectors. A total of 
eighteen enterprises were covered in the survey. Thus results should be treated with the 
caution duly reserved for small sample size. 

Industry Sub-Sectors Considered. 

4.02 	 Five sub-sectors were considered while doing the survey in order to make a 
diverse and multi-variate sample. While selecting the sub-sectors, an attempt was made to 
focus on those Industries in which medium and small scale units account for a significant
portion of the total production. Most of these industries are based on highly labour 
intensive processes and indigenous technologies. The industry sub-sectors considered 
were as follows: 

1. 	 Surgical Instruments Industry. 
2. 	 Carpets (Hand Knotted) Industry. 
3. 	 Electric Fans Industry. 
4. 	 Furniture Industry. 
5. 	 Packaging Industry. 

Surgical 	Instruments Industry. 

4.03 	 Basically concentrated in the Sialkot district, the surgical instruments industry ha,
existed since the time of united India. After partition, this industry made great progress and 
emerged as a significant export earning Industry for Pakistan. The industry Is comprised of
various large, medium and small scale units located in and around the city of Sialkot. The 
industry consists predominantly of small scale producers. Main concentration is seen in 
the Industrial Estate (SIE) established by the Punjab Small Industries Corporation (PSIC).
The Industrial Estate in Sialkot is spread over an area of 98 acres and is supplied with all 
the basic infra-structural facilities like water, power and telecommunications. PSIC is now 
setting up another industrial estate in Sialkot over an area of about 100 acres. In addition 
to providing infrastructural support, the industry isalso supplied technical assistance in the 
form of technical advice and use of cornmon facilities at the Metal Industries Development 
Centre (MIDC), a subsidiary of PSIC.(') 

An evaluation of the role of MIDC in promoting SSI in Slalkot is made In EPRU : Assessment Of MIDC 
Performance. (Lahore, 1990). Netherlands Government. 
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4.04 	 The export performance of the industry over the past few years can be seen in 
Table 1. 

TABLE 1
 
EXPORT OF SURGICAL INSTRUMENTS BY VALUE
 

Year 	 Value (Rs in million) 

1969-70 15
 
1970-71 18
 
1971-72 23
 
1972-73 45
 
1973-74 85
 
1974-75 129
 
1975-76 131
 
1976-77 134
 
1977-78 161
 
1978-79 211
 
1979-80 240
 
1980-81 264
 
1981-82 252
 
1982-83 287
 
1983-84 430
 
1984-85 774
 
1985-86 842
 
1986-87 956
 
1987-88 998
 
Jul-Mar 
1987-88 624
 
1988-89 662
 

Source: Pakistan Economic Survey 1989-90
 

4.05 As can be seen from table 1, the surgical goods Industry has been booming since 
1982. In the next six years, export revenues increased by over 300%. Given that the annual 
inflation rate has averaged around 12% over the period, the growth rate in revenues Is 
substantial. SSI In Sialkot's surgical goods industry have been doing extrem' 'v well during
this boom. It may, however, be quite significant that most of the small units ht le adjusted 
to the favourable market conditions by increasing sub-contracted labour, . ther than 
enlarging plant size. This appears to be due to a combination of entrepreneur's
expectation regarding duration of boom and penalties imposed by the regulatory
framework. 

4.06. 	 A significant decline in the unit value of the exports has been seen in the past five 
years. According to one estimate, the decrease in the prices is in the vicinity of 50 percent,
In nominal terms. Many reasons are cited for this deterioration in prices, the major ones 
being: 

I) 	 The price deterioration is -a universal phenomenon which Is due to the increased 
competition In the international market. Low cost producers like China, South Korea and 
Taiwan have almost driven countries like Britain and West Germany out of the general
surgical goods industry. These countries have now resorted to an upward segmentation 
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s. rategy, that Is, making only specialized Instruments which are of very high preclaion and 
quality. This leaves behind the low quality/low price "disposable kit" end of the market 
available for the low cost producers. Most of the surgical instruments exported from
Pakistan are comprised of these low quality/low price products. Since price Is the key
variable, therefore, in order to be competitive In the international market, the quality aspect 
is often compromised with. 

il) 	 Price deterioration Is a direct consequence of the declining quality of the output. High
Import duties are levied on stainless steel, the basic raw material for the Industry, which 
makes it unfeasible for the average producer to use It, despite the compensatory rebate 
given to the industry. Local raw material supplied by the steel mills (steel re-rolling units) is 
cheap and of a sub-standard quality which makes for the low quality of the final product.
However, since these low quality product are Ideal for the "disposable kit" market, the 
producers find itmore economical and profitable to produce them and sell at low prices. 

Iii) 	 It Is claimed that some exporters are misusing the Export Refinance Scheme Introduced 
by the Government. According to the scheme, an exporter can get refinance upto 66% of 
the value of the exports. In case an exporter fails to export goods worth the same amount 
as that of the previous year, he has to remit the credit. Therefore, in order to keep their 
export figures at par with those of the previous year's, the producers tend to quote very
low prices and make up for it by reducing the product quality. The impact of this pressure
is amplified as other sources of credit are few and difficult to attain. Consequently, a strong
trend of price reduc'ion and quality deterioration is seen in the industry. 

Carpets Industry. 

The Carpets Industry is another Important export oriented industry which is based 
on the traditional craft of carpet weaving. Pakistani hand-knotted carpets are renowned the
world over for their Intricate oriental designs and fine craftsmanship. The exports of 
carpets and rugs from Pakistan have shown a mixed trend over the years. However, the 
unit value alongwith the total value of exports has shown an overall increasing trend during
the last few years. The export figures for the year 1975-76 to 1988-89 are given In Tablp . 
Since 1987 there has been a substantial decline in the number of woolen carpets exported
Concern over this trend was expressed In the Trade Policy statement issued by the 
Commerce Minister on 29-06-90. A Rs.2 million donatlun has been made towards a 
carpets training Institute -- a grant which appears somewhat peripheral to tne structural 
problems faced by this industry. 
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TABLE 2
 
EXPORTS OF CARPETS AND RUGS
 

Years Value Quantity Unit Value
 
(Rs In millions) (mil sq.metre) (Rs/sq metre)
 

1975-76 719 2.0 359.5 
1976-77 912 2.1' 434.3 
1977-78 1171 1.9 616.3 
1978-79 1765 2.5 706.0 
1979-80 2198 2.7 814.1 
1980-81 2243 2.5 897.2 
1981-82 1679 1.9 883.7 
1982-83 1913 2.2 869.5 
1983-84 2323 4.7 494.3 
1984-85 2031 2.1 967.1
1985-86 2693 2.7 997.4 
1986-87 3439 2.8 1228.0
 
1987-88 4445 
 3.1 1434.0 
Jul-Mar 
1987-88 3212 2.2 1460.0 
1988-89 3051 2.1 1453.0 

Source: Pakistan Economic Survey 1989-90 

The process of making hand-knotted carpets Is extremely labour intensive and 
time consuming. The industry exists largely as very small scale cottage enterprises which 
are usually family owned and rural based. These micro-level producers act as sub
contractors for larger scale producers, dealers or exporters. As such they are eternally
dependent on these dealers and exporters due i,lack of capital and access to urban and 
export markets. Thu dealers provide these collage sector producers the essential raw 
materials needed, I.e. woolen yarn of the desiree colors and quality, and some cash in 
advance to equip themselves with the carpet weaving looms. As such, the dealers have 
greater bargaining power over the manufacturers due to their financial resources. A few of 
the dealers were asked as to why they do not set up small carpet weaving factories In 
these rural areas snce this would definitely lead not only to productivity gains but also to 
better quality control. In response, they gave 'excessive interference from the labour 
department' as the main reason impeding the esiablishment of organized production
units. Other reasons cited included lack of availability of permanent labour since the rural 
manufacturers are usually associated with agriculture also. Therefore, during plantation
and harvest time, they devote all their efforts to these activities which result in critical 
seasonal shortages of labour. However, if given proper incentives in the form of better 
Income generation prospects, this vast pool of rural labour could be better utilized. 
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Electric Fan; industry 

4.09 The electric fans industry is mainly concentrated In the Gujranwala and Gujrat
districts. It is comprised of many cottage and small scale units with only a few medium and 
large scale ones. Cottage sector Is basically engaged In the production of compcnents Ik: 
blades, motors, and transformers. These components are then sold to small arid medium 
scale producers who assemble these parts to make the complete fan. These assemblers 
sell their output either through dealers with their own brand name or act as subcontractors 
for larger manufacturers. 

4.10 	 Electric fans have wide ranging application both in the consumer as well as In the 
Industrial markets. Apart from being used as ceiling or pedestal fans, these are also used 
for making exhaust fans, air conditioners and dessert coolers. Due to this diversity of 
application, the electric fans industry has shown tremendous growth during the last few 
years. However, this has given rise to a lot of fierce competition also. This, coupled with 
the general lack of quality consciousness, has led to deterioration of the qua!ity of fans 
produced. High rate of duty on imported raw material (electric sheets) is another factor 
pushing the Industry towards substituting it with low quality local raw material which 
makes for the poor quality. The production of fans has been stagnating with no significant
Increase over the years. The production figures are given in Table 3. The output in 1987-88 
was the same as 1975-76, a figure indicative of the problems faced by this sector. 

TABLE 3
 
PRODUCTION OF TOTAL FANS
 

Years 	 Tot-- Fans ('000 Nos) 

1965-66 186.4 
1966-67 208.9 
1967-68 210.2 
1968-69 166.3 
1969-70 161.9 
1970-71 215.7 
1971-72 201.1 
1972-73 233.0 
1973-74 191.0 
1974-75 	 193.2 
1975-76 	 143.2 
1976-77 	 175.8 
1977-78 207.2 
1978-79 207.4 
1979-80 288.5 
1980-81 245.3 
1981-82 215.6 
1982-83 132.2 
1983-84 200.8 
1984-85 178.8 
1985-86 190.1 
1986-87 208.2 
1987-88 146.1 

Source: Pakistan Economic Survey 1989-90 
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Furniture Industry 

4.11 	 The furniture Industry, basically a crafts industry, has shown considerable growth 
over the years. This has been due to the general improvement in the standard of living of
the people. One of the key problems currently being faced by the industry relates to raw
material. Pakistan's high quality forest wood is being used for fuel. There is large scale 
deforestation. Wood is likely to become increasingly expensive; a trend which has already
affected producers in recent years. The local supply of wood is stated to be insufficient in
quantity and Inferior In quality. Import of wood for furniture making is not allowed by the 
government. The production statistics of the Industry for the years 1969-70 to 1984-85 are 
given in Table 4. 

TABLE 4
 
VALUE OF PRODUCTION OF FURNITURE AND FIXTURES
 

Years (Rs in Millions) 

1969-70 18 
1975-76 33 
1976-77 23 
1977-78 32 
1978-79 35 
1979-80 64 
1980-81 85 
1981-82 79 
1982-83 148 
1983-84 130 
1984-85 238 

Source: Pakistan Economic Survey 1989-90 

4.12 	 From the data presented above, it can be seen that the growth In this industry has 
not been very steady and there have been quite frequent fluctuations in the value of the 
output. This has led to dissatisfaction amongst the producers who claim that government
policies regarding the import of raw material for this industry are largely to be blamed for 
this uneven trend. 

Packaging Industry 

4.13 Packaging has become a necessary part of all marketing ctivitles. Consequently,
the packaging industry has shown sizable growth during the past few years. However,
most of the growth In the industry has been in the informal sector while very few 
establishments exist In the formal sector. In the informal sector, these establishments 
operate 	as micro-level entetprlses which are set up by making use of manually driven
indigenous cutting and pressing dies and machines. Fluting paper, the basic raw material 
needed for making the packages, Is either imported or made locally by a few paper miiis in
the country.A strong oligopolistic market mechanism controlling the import and 
manufacture of fluting paper makes these small scale producers vulnerable to price
fluctuations and market instability. At times the mills refuse to supply the raw material on 
credit which puts the squeeze on the small scale sector enterprises since they have little 
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access to formal credit sources. They, therefore, have to resort to Informal sources of 
credit which command abnormally high interest rates. 

Constraints in Gathering Data. 

4.14 	 Many constraints were encountered In gathering primary data for the survey.
Respondents were, often wary of expressing their opinion openly. Major constraints In 
data collection were as follows: 

Hesitation From the Small Scale Businessmen 

4.15 	 As mentioned above, some of the small scale businessmen were rather reluctant 
to answer the questions as they were afraid that any information which they divulge might
be reported to the concerned government departments and used as evidence against
them. Moreover, since most of them were availing the simplified assessment procedure
(SAP) for filing their income tax returns, they had understated their income, hence were 
hesitant to quote the actual production and capacity figures. Similarly, quite a few 
respondents also gave lower than actual figures for the employees working in their 
establishments. This was out of fear of the labour laws which are enforced on firms hiring 
ten or more employees. 

Vague Idea of Actual Capacity 

4.16 	 Due to the high labour intensity of the industries and availability of contract labour, 
many entrepreneurs did not have a clear idea of their actual production capacities.
Especially in the carpet industry, since most of the work Is done by sub-contracting to 
cottage sector, the capacity figures quoted were quite vague. Moreover, in other sub
sectors, as the producilon technologies were basically indigenous and manually driven,
they crid not have any proper rated capacities as the rate of production varied according to 
the dexterity of the operator. 

Small Scale of the Sample 

4.17 	 While carrying out the study, it was strongly felt that the sample size for the survey 
was very small for the findings to be statistically significant upto a reasonable degree of 
certainty. It was, therefore, attemoted to increase the sample size from a minimum of 
twelve enterprises, as given in the terms of reference, to eihiteen. The number of industry
sub-sectors were also increased from four to five. This increase in the sample size helped
in making the findings slightly more representative. However, for individual sub-sectors, 
the number of enterprises was still quite small to make it representative of the total 
population. Nevertheless, the stUdy helped in highlighting some of the problems and 
difficulties being faced by the medium and small scale entrepreneurs with regard to the 
legal and regulatory framework. It also aided in indicating the trends In hiring labour and 
the usefulness of the assistance given by PSIC and its subsidiaries. 

Location and Reach to Distant Areas. 

4.18 	 Cottage and small scale industries located in the rural and less developed areas 
were difficult to be reached by the survey team due to long distances and sporadic
location of these enterprises. Therefore, although it was desired that some of these 
enterprises should be covered, the survey was largely limited to the urban based 
enterprises. 
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Time Constraint 

Time constraint was another factor in limiting the scope of the survey which had to
be confined to a narrow spectrum of the medium and small scale enterprises operating in
the country. It is felt that with a bigger and more representative sample covering other
industry sub-sectors also, more specific recommendations could be made applicabla to 
most of the small and medium scale enterprises. 



Ile,
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Methodology of the Survey. 

5.01 	 Primary data for the study was sought with the help of a survey covering five 
Industry sub-sectors and a total of eighteen enterprises. The survey was based on a 
standard set of questions which were asked from all the respondents. The questions asked 
were intended to get the basic information on respondent regarding his scale of 
operations, the mode of employment and the major problems faced by them regarding the 
legal and regulatory framework. The enterprises were selected on a rar.dom basis taking 
care that the sample shoula contain atleast one medium scale enterprise in each sub
sector. 

5.02 	 Secondary data relating to the legal and regulatory framework concerning
medium and small scale enterprises was collected by visiting the various government
departments responsible for Implementing these policies and procedures. High ranking
officials were Interviewed and their opinions taken. These departments Included the 
Central Excise and Taxation Department, Labour and Industrial Relations Department and 
The Industrial Relations Institute. 

Designing of the Questionniare 

5.03 	 The questionnaire was designed to provide basic data on the enterprises with 
regard to their, capital base, production capacity, scale of operations, number of 
employees and the usual mode of employment. The entrepreneurs were also asked about 
their relationship with the various government departments like income tax department,
labour department, excise and sales tax and the Punjab Small Industries Ccrporation 
(PSIC). 

5.04 	 Both open and close ended questions were asked in order to get qualitative as 
well as quantitative data. Entrepreneurs were asked about their satisfaction or 
dissatisfaction with the various government departments responsible for the implemention
of the regulatory policies. They were also asked about the major Impediments to the 
growth of that particular industry and any suggestions they could make to improve the 
existing policy framework and is implementation. 

Survey Findings 

5.05 	 The survey results are analysed ,i) generally to include all industry sectors and (ii)
particularly for each sub-sector consiciered. The objective of this approach is to first have a
cross-sectlonal view to see the over-all industry trends and identify problem areas which 
are common to all small scale sector entirprises. After that, data pertaining to particular
sub-sectors is analysed to focus on problems which are specific to these sub-sectors. 

Overall and Sectoral Trends Observed 

The following trends were obseved from the survey regarding all sectors and for
each Industry sub-sector. In the data relating to all sectors, responses which were unique 
to a particular sub-sector are not Included. 

Capital base 

5.07 The average capital base of the enterprises was computed to be around Rs 
89,33,333. This Includes the value of fixed assets as well as the working capital. However,
the actual capital base is believed to be much more as toere was a general tendency 
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amongst the entrepreneurs to understate their investment In the business. This was partly
due to the fear of the Income tax department and partly due to lack of proper
documentation and cost control systems. The average capital base for the sub-sectors is 
as follows: 

TABLE 1 
AVERAGE CAPITAL BASE 

Sector No of Respondents Average Capital Base 

Surgical 4 29,50,000 

Instruments 

Carpets 3 	 3,19,33,333 

Electric Fans 4 	 77,75,000 

Furniture 4 	 52,25,000 

Packaging 3 	 4,00,000 

All Sectors 18 	 89,33,333 

5.08 	 It can be seen from the table above that the carpets Industry has the largest
capital base out of all the Industries. This Is because these enterpreneurs were basically
dealers who act as money lenders to the system. Packaging Industry has the lowest 
capital base because all the enterprises surveyed were micro-level establishments which 
were operating mostly In the Informal sector. 

Access to Credit 

5.09 	 Out of the eighteen enterprises surveyed, nine (50%) were availing credit of some 
sort. Of these, six (33.33%) had access to formal credit from banks as export refinance, 
working capital or machinery loans. For these loans, the Interest rate varied from 
concessionary credit of 6% for machinery loans and export refinance to 16% for regular
working capital loans. The-remaining three (16.67%) were using Informal credit from 
friends or relatives for which the Interest rate varied from 0%, in case of advances from 
customers, to 50% in certain cases. Only two out of the eighteen (11.1%) had taken long
term loans while the rest (38.9%) were utilizing short term loans basically for their working 
capital requirements. This trend was partly due to lack of access to long term finance and 
partly because of the greater need of working capital, In small scale enterprises, as 
compared to Investment In fixed assets. A sectoral analysis of access to credit is given in 
Table 2. 
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TABLE 2
 
ACCESS TO CREDIT
 

Sector Availing Credit Type of Credit Source of Credit 

No %age *LT *ST Formal Informal 
All Sectors 9 2 7 6 3 

50%, 11.1% 38.9% 33.3% 16.7% 

Surgical
Instruments 3 75% 1 2 3 0 

Carpets 2 67% 0 2 1 1 

Electric Fans 1 25% 0 1 1 0 

Furniture 2 50% 1 1 1 1 

Packaging 1 33% 0 1 0 1 

* LT : Long Term Credit 
* ST: Short Term Credit 

Employment Generation and Mode of Employment 

The carpet Industry was excluded from the computation of average number of 
workers per unit. Their Information was unreliable due to the high degree of subcontracting 
arrangements. Disregarding the carpet Industry, the average for the remaining enterprises 
came to around 39 w6rkers per enterprise. The average number of employees for each 
sub-sector is presented in Table 3. 

TABLE 3 

AVERAGE NUMBER OF EMPLOYEES 

Sector Average no. of Employees* 

All Sectors 39 

Surgical Instruments 34 

Carpets .N.A. 

Electric Fans 64 

Furniture 4? 

Packaging 10 

* These figures Include Indirect labour also. 
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5.11 	 The carpets Industry Is an exception because of its unique characteristics. Firstly,
the Industry is rural based and manufacturing Is done through contractor system. Sinct,
the producers are mostly in the cottage sector, therefore it Is easy for the dealers to sub
contract to them and hoodwink the labour department. Secondly, the industry Is Inherently 
very labour intensive and time consuming. Apart from the carpets industry, the number of 
employees in the remaining sub-sectors ranges from 10-64 with the overall average of 39. 
Mostly the number of employees was less than 20 for small scale enterprises whereas It 
was more than 20 for medium scale enterprises. The tendency to keep less than 20 
workers was basically due to evasion of rules and regulations laid out in the Industrial and 
Commercial Employment (Standing Orders) Ordinance, 1968 which Is applicable to all 
Industrial and commercial establishments employing twenty or more workers. For micro
level enterprises, like In the packaging Industry, the number of employees was never 
quoted higher than ten, Including the owner. This was usually an understaLed figure so as 
to remain out of the range of the Factories Act 1934 which applies to all industrial 
establishments employing ten or more workers. 

5.12 The modes of employment being used by the medium and small scale sector 
enterprises surveyed are given in Table 4. The figures do not tally because of multiple
modes of employment being used at some enterprises. It can be seen that the most 
common mode of employment is through informal contract system in which the labour Is 
either employed through a contractor or labour is employed on a monthly pay basis but no 
formal record or documentation Is maintained. Ineither case, the employer can manage to 
evade interference from the labour department inspectors. Sector wise breakdown of the 
modes of employment also show more or less the same pattern. 

TABLE 4 
MODE OF EMPLOYMENT 

Sector 

All 
Sectors 

Surgical 
Instrumen!s 

Total 
No. 

18 
100.0% 

4 

Informal 
Contract 

14 
71.78% 

3 

Daily 
Wages 

8 
44.44% 

1 

Piece 
Rate 

7 
38.89% 

3 

Formal 
Contract 

1. 
5.56% 

0 

Carpets 3 3 1 1 0 

Electric 
Fans 

4 4 a 1 1 

Furniture 4 2 4 2 0 

Packaging 3 2 2 0 0 

Production and Capacity Utilization 

Estimating the production capacity of the sioiall scale enterprises is at times not 
only difficult but also quite erroneous as the owners themselves do not have an exact idea 
of the actual capacity. As mentioned earlier, since most of the processes are manually
driven and a lot of work Is done through sub-contracting, there exists a great deal of 
flexibility In the volume of production for these micro- level enterprises. Sector wise 

5.13 
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production and capacity utilization figures are given in Table 5. Most of the enterprises
Interviewed noted that they viewed production capacity In terms of ability to sub-contract. 
Thus their estimates were clearly unrealistic and we have not used them. Average
production figures for the sub-sector are given in the table below. 

TABLE 5 
PRODUCTION AND CAPACITY UTILIZATON 

Sector Production 
Capacity (Unit) 

Average 
Production 

Capacity 
Utilization 

Surgical N.A. Pcs. 38100 N.A. 
Instruments 

Carpets N.A. Sq.ft. 71400 N.A. 

Electric N.A. Pcs. 24750 N.A. 
Fans 

Furniture N.A. Pcs. 722 N.A. 

Packaging 33000 Boxes 23000 69.7% 

N.A.: Not Available 

Future Plans. 

The owners were also asked about their future plans regarding growth and 
expansion. Since it was felt that there was a growing trend In the Industry to establish 
multiple small scale units Instead of expansion of the original one, this aspect was 
especially probed Into. The industry wide and sectoral trends Indicated are as follows; 

TABLE 6 
FUTURE PLANS 

Sector No. of, Expansion Set up other Quit N.R. 
Resp. Unit 

All Sectors 18 5 
27.8% 

3 
16.7% 

3 
16.7% 

7 
38.r% 

Surgical 4 1 2 1 0 
Inst. 

Carpets 3 0 0 0 3 

Electric 4 2 0 1 1 
Fans 

Furniture 4 2 0 0 2 

Packaging 3 0 1 1 1 

N.R.: No response 
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5.15 	 It can be seen from the data that collectively about 33% of the small scale 
entrepreneurs either want to establish another similar set up or are desirous of getting out 
of that sub-sector. Most of the people who wished to set up similar units wanted to 
because of evasions from taxation and labour laws, which Is possible for a small scale 
enterprise as compared to a bigger one. However, 27.8% of the respondcnts wanted to 
expand their existing establishments which Isa weicome sign. 

5.16 	 Sectorally, In the surgical instrument sub-sector greater inclination was seen 
towards setting up new units. This was probably because the Industry has become very 
price sensitive asid smaller units are not only easier to manage for the owner but are also 
economical because of fewer liabilitios towards the workers. No response was seen from 
the carpets sub-sector as the enteiprises covered were basically dealers and exporter who 
sub-contracted to the cottage sector and were not into direct manufacturing themselves. 
Furniture makers were desirous of expanding their existing set ups as they were basically 
hiring labour on piece rata(contract) or on daily wages. Therefore, although they were 
generally wary of the labour department, they were not directly affected by the service 
laws laid out In the standing orders ordinance. 

DistrlI utlon Channels. 

5.17 The distributution ch .nnels used by these small sector enterprises varied from 
direct retailing In the loca; market to exports to foreign countries. Some of these 
manufacturers were sub-contracting for other producers and manufacturers while a few 
were selling their output through dealers. The channels used by the sub-sectors were as 
follows; 

TABLE 7 
DISTRIBUTION CHANNELS 

Sector No. of Direct Through Sub-con- Any Other 
Resps. Retail Dealer tracting (Exports) 

All 18 11 5 5 5 
Sectors 61.1% 27.8% 27.8% 27.8% 27.8% 

Surgical 4 4 0 2 3 
Inst. 

Carpets 3 2 2 0 2 

Electric 4 1 3 0 0 
Fans 

Furniture 4 4 0 0 0 

Packaging 3 0 	 0 3 0 

N.R.: No response 

It can be seen that most of the producers are using multiple means of selling their 
output. All the surgical Instruments producers were Into direct retailing and sub
contracting, mostly to the export markets. This also correlates well with the greater access 
to credit by these producers. A similar trend can be seen for the carpet dealers. Electric 
fan producers were mostly selling their output through dealers due to the fact that the 

5.18 
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Industry Is concentrated In a less developed area and the production can not be totally
absorbed In the local (regional) market. The furniture makers were retailing directly
through their own outlets while packaging producers were basically sub-contracting for 
the other producers. It can, therefore, be observed that the product and the markets also, 
to some extent, determine the credit availability and the production operations of the 
business concern. Marketing channels affect access to suppliers credit, particularly for 
working capital. 

Views About Income Tax Laws and Implemention Procedures. 

In the survey, the small entrepreneurs were asked about their opinion with respect 
to the various aspects of the regulatory framework and its Implementing departments. The 
business community was generally dissatisfied with the income tax department. The 
following resp...ises were given by the businessmen when asked whether they were 
satisfied with the Income tax laws and their implementation procedures: 

TABLE 8 
0. ARE YOU SATISFIED WITH INCOME TAX LAWS? 

No. of Yes No 
Resps. 

All Sectors 18 7 11 
38.9% 61.1% 

Surgical 4 2 2 
Inst. 

Carpets 3 2 1 

Electric 4 2 2 
Fans 

Furniture 4 0 4 

Packaging 3 1 2 
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5.20 	 From table 8, It can be seen that the majority of per,ple (61.1%) are dissatisfied 
with the Income tax laws (and Implementation procedures). It should however be noted 
that nearly 40% of the respondents expressed satisfaction with the tax machinery. They 
were pleased with the self assessment scheme and, in the relevant sub-sectors, satisfied 
with the rebate system. Some entrepreneurs were also somewhat apprehensive of 
criticising tax authorities. Those who expressed dissatisfaction, gave the following as the 
main reasons for dissatisfaction: 

TABLE 9
 
REASONS FOR DISSATISFACTION
 

Reason 	 No. of %age
 
Resps.
 

Dlscretionary powers of the ITOs 	 8- 72.72% 

Tax rates are too high 	 3 27.27% 

There Isno accountability of the ITOs 	 1 9.09% 

5.21 	 It can be seen from the data presented above that the main reason for 
dissatisfaction for medium and small scale businessmen is the discretionary powers which 
rest with the Income tax officers responsible for assessing the tax. Some businessmen 
protested that the ITOs did not accept the cost and expense receipts shown by them. 
They claimed that those were the only receipts that the raw material suppliers gave them. 
Since they were small businessmen, they could not afford to argue with them and, 
therefore, had to comply with their whims and wishes. It was suggested to them that they 
should form associations in order to increase their bargaining power with the suppliers.
The association could then demand that the suppliers should provide them proper receipts
of the transactions which take palce. To that they responded that they had even tried that 
but the suppliers agreed to give them proper receipts only on cash payment. This was 
even worse as without the 15-20 days credit, which the suppliers normally extend to them, 
they would be unable to survive since their buyers also paid after 15-30 days. Upsetting of 
this credit cycle could be very detrimental to the survival of their business. These small 
scale entrepreneurs claimed that they were being exploited from both sides, that is: 

I) By the suppliers who did not give them proper receipts, and 
1i) By the ITOs who refused to accept these receipts. 

Views about Labour Laws and Implementation Procedures. 

5.22 	 In the survey, medium and small scale entrepreneurs expressed their views most 
vehemently about the functioning of the labour department. The response regarding their 
satisfaction with the department was as follows: 
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Table 10 
0. ARE YOU SATISFIED WITH THE LABOUR LAWS? 

Sectors No. of Yes No 
Resps. 

All Sectors 18 5 13 
27% 73% 

Surgical 4 1 
Inst. 

Carpets 3 2 1 

Electric 4 3 1 
Fans 

Furniture 4 0 4 

Packaging 3 1 2 

It can be seen that the majority (73%) of the businessmen were dissatisfied with3.23 
the labour laws and the Implementation system. A few micro-level entrepreneurs even 
claimed that they were afraid to hire more workers out of fear of the labour laws and labour 
department. A few had even divided their establishments into two sections, each having 
less than twenty workers, In order to evade the labour laws. Moreover, the more stringent 
application of these laws In case of permanent workers as compared to contract labour 

has also led to the growing trend amongst the businessmen to hire contract labour. This 

provides an easy refuge for them to hoodwink the labour laws but harms the development 
and growth of the enterprise in the long run. 

5.24 	 The main reasons for dissatisfaction with the labour department were mentioned 
as follows: 

TABLE 11 
REASONS FOR DISSATISFACTION 

No. of %ageReason 
Resps. 

Corruption and faulty record 6 54.5% 
keeping by the Inspectors. 

Discretionary Powers of the 4 36.4% 
labour Inspectors 

2 18.2%Procedures are Ill-defined and 
complicated 

Labour laws and policies are too 3 27.3%
 
stilct and biased In favour of the
 
workers.
 



SSI IN PAKISTAN 	 45 CHAPTER 5 

5.25 	 It can be seen from the reasons mentioned above that small entrepreneurs are 
dissatisfied with the Implementation of the labour laws. The labour inspectors are said to 
have discretionary powers and do not maintain proper records and paper work. The 
procedures are also claimed to be too lengthy, involving various departments, each with 
its own inspectors, policies and procedures. A few businessmen were also of the view that 
the labour laws are unreasonably protective towards the workers and this has been the 
main reason for the owners to develop a preference to hire contract labour for which the 
laws are not that strict. 

Views about the Availability of Credit. 

5.26 	 Credit availability is an important aspect in the growth and development of 
business, especially in the start-up and growth phase. Therefore, it was deemed pertinent 
to enquire the views of the entrepreneurs regarding the availability of credit (formal). It 
Includes both long term as well as short term credit. Long term machinery loans are given 
at a concessionary rate of 6%, by the various financial institutions established by the 
Government to promote industry (e.g. PICIC and IDBP). Therefore, the demand for these 
loans Is very high. Consequently, the large scale sector, due to its greater resources, ends 
up securing most of these loans while the small scale sector gets crowded out. The 
response observed In the survey was as follows: 

Table 12 
Q. ARE YOU SATISFIED WITH THE AVAILABILITY OF CREDIT ? 

Sectors No. of Yes No 
Resps. 

All Sectors 18 5 13 
27% 73% 

Surgical 4 2 2 
Inst. 

Carpets 3 1 2 

Electric 4 3 1 
Fans 

Furniture 4 1 3 

Packaging 3 1 2 

5.27 It can be seen that the majority (73%) of the business community seemed 
dissatisfied with the credit availability situation. This Is not a surprising result In view of 
prevailing credit markets. This result is also consistent with surveys on SS; across the 
world, where shortage of capital has been signalled out consistently as the key constraint 
to SSI development. The main reasons given for the dissatisfaction were as follows: 
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TABLE 13 
REASONS FOR DISSATISFACTION 

Reason No. of 
Resps. 

%age 

Credit Is not readily 13 100.0% 
available. 

Banks do not extend credit without 8 61.0% 
collateral appropriate for SSI. 

5.28 	 It can be seen that a common cause of dissatisfaction regarding the access to 
formal credit is the lack of credit lines for SSI and resulting capital scarcity. This was cited 
unanimously by all the respondents who expressed their dissatisfaction. Complicated
credit sanctioning procedures, the over-reliance on collateral and bureaucracy in the 
system, all lead to the inefficient and inadequate availability of credit to medium and small 
scale entrepreneurs. Due to the inaccessability of long-term loans, there has been a 
generally low level of investment in the installation of modern machinery and equipment.
This has,In turn, resulted in the deterioration of the quality of production. Moreover, this 
has also given impetus to the development of informal credit systems which often have a 
very high cost of capital. Availability of working capital loans is also very important for 
small scale industries as these are basically less capital intensive and, therefore, the bulk 
of the investment is in the form of working capital. Due to the fact that these are less 
capital intensive, there is little investment in fixed assets and hence the problem of 
Inadequate collateral also intensifies. This is a serious problem faced by the medium and 
small scale sector and one which has traditionally been hampering its development. 

Views about Excise Laws 

5.29 	 In the survey, the following responses were recorded about the central excise 
laws. It is worth mentioning that most uxports are exempt from the levy of excise and sales 
tax. Excise and Sales Tax are levied on all goods manufactured, produced or imported in 
Pakistan, whichever event takes place first, uniess exempted by special notification. The 
excise rate is currently fixed at 5%of the value of the product. 
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Table 14 
0. ARE YOU SATISFIED WITH THE EXCISE LAWS? 

Sectors No. of Yes No 
Resps. 

All Sectors 18 12 6 
66.7% 33.3% 

Surgical 4 3 1 
Inst. 

Carpets 3 2 1 

Electric 4 3 1 
Fans 

Furniture 4 2 2 

Packaging 3 2 1 

5.30 	 It can be seen that the business community seems generally satisfied with the 
excise taxes levied by the government. The ones who were d'ssatisfied were so mainly
because of the high prices of Inputs (raw materials) which the,, have to bear because of
the excise duties. Since the exporters get compensated for these cost disadvantages by
the compensatory rebate which is given to most export bated industries, they were 
generally satisfied. However, a few debated that there should be a free market system 
deviod of these regulatory contro!s. 

5.31 The main reasons cited for dissatisfaction were as follows: 

TABLE 15 
REASONS FOR DISSATISFACTION 

Reason No. of %age 
Resps. 

The rate of excise duty is too high. 2 33.3% 

The raw material cost gets very high. 1 16.7% 

Certain exemption policies are lop-sided. 	 1 16.7% 

Excise rate is not fixed (flat rate). 1 16.7% 

5.32 	 It can be seen that the main soui ce of discontentment is the excise duty rate and 
the ensuing Increase in the cost of production. However, this does not effect the medium 
and small scale industries In particular but has industry wide application. In case of the 
packaging Industry it wa,j mentioned that there were certain exemption and licencing laws 
associated with certain manufacturing processes which were creating discontent in the
Industry. These excise policies were reported to be the major cause of the break up of 
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larger un;.s (of packaging) into smaller ones. Thus in the case of packaging the excise 
taxes appear to be causing a break up of units, similar to those which were due to labour 
laws. There is an obvious need to rationalise such anomalies. 

Views about Sales Tax 

5.33 Similar to the excise duty, sales tax is also levied on all goods manufactured,
produced or Imported in Pakistan, except exempted by notification, at a rate of 12.5% of
the value of the goods. Previously, this used to be a single point tax while in the recent
finance bill (1990-91) a multiple stage concept of sales tax collection is proposed. Under
this system, sales tax would be collected at each stage of value addition and wherever the
sale takes place. Exports and cottage industry is exempt fiom the levy of sales tax. 

5.34 	 The following views were expressed by the medium and small scale businessmen 
about the sales tax system. 

Table 16 
Q. ARE YOU SATISFIED WITH THE SALES TAX SYSTEM? 

Sectors No. of Yes No 

Resps. 
All Sectors 18 14 4 

77.8% 22.2% 
Surgical 4 3 1 
Inst. 

Carpets 3 3 0 

Electric 4 2 2 
Fans 

Furniture 4 3 1 

Packaging 3 3 0 

5.35 	 It can be seen that the majority of the business community seemed satisfied with
the sales tax. This was particularly so because the surgical instruments and carpets
Industries are basically export oriented industries which are exempted, while the
packaging industry units were operating basically as cottage sector enterprises. Some
dissatisfaction was seen in the fans and furniture industries which are supplying mainly to 
the domestic market. 

Any other cause/reason for Dissatisfaction 

5.36 	 Other general responses which emerged from the survey included the following:
The main reason given was the low rate of compensatory rebate which is given to the 
exporters. The surgical instruments and carpets were the sub-sectors which expressed
this concern. In their view, the existing rebate structure was not acting as an appropriate
Incentive for the exporter. Although mentioned in the questionnaire, patent protection laws 
were not cited as a cause for concern in any sub-sector. 
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Impediments to Growth of the Industry. 

When asked about their views regarding the major impediments to thp growth of 
the Industry In their particular sub-sector, the medium and small scale entreprericurs gave
the following response. Factors common to more than one sub-sector are enumerated 
below: 

Table 17 

Impediments to Growth of Industry 
All sectors No. of %age 

Resps. 

Availability of credit 8 44.4% 

Availability/Quality of raw materials 6 33.3% 

High Import duties 6 33.3% 

High Income tax rates 2 11.1% 

5.38 	 It was perhaps significant that the regulatory framework did not appear among the 
high priority constraints to the development of respective SSI sectors. This is largely
because businessmen felt that the regulatory bodies and government officials could be
handled through informal cash transactions. Frequently, entrepreneurs mentioned how on 
paper the regulations were prohibitive but in practice these were circumvented through
devices such as sub-division of units or through old fashioned graft. 

Assistance from PSIC. 

5.39 	 The Punjab Small Industries Corporation (PSIC) provides assistance to the small 
scale Industries in a variety of ways ranging from technical training to credit facilities. Inthe 
survey, the business community was asked about the assistance they were getting from
PSIC and its subsidiaries (if any) and its Impact on their business growth. The following 
response was observed for the various sub-sectors: 
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Table 18 
Assistance from PSIC 

Sectors No. of Yes No 
Resps. 

All SLtors 18 5 13 
27.8% 72.2% 

Surgical 4 4 0 

Inst. 

Carpets 	 3 0 3 

Electric 4 1 3 
Fans 

Furniture 4 	 0 4 

Packaging 	 3 0. 3 

5.40 It can be seen that only the surgical instruments and. the electric fans Industry was 
getting assistance from PSIC in some form whi!e the remaining sub-sectors denied having
assistance of any sort from PSIC. This was surprising since PSIC claims to be operating 58 
training centres for carpet weaving yet none of the carpet dealers was hiring any craftsman 
trained from these centres. A number of entrepreneurs in the furniture and carpets industry
expressed disappointment at PSIC's efforts to promote the craft industries. PSIC was 
accussed of being too bureaucratic, lacking in innovation and unable to stimulate creative 
processes which are a key to sustainable development of these traditional industries. 

5.41 Assistance from PSIC was being availed in the following forms: 

Table 19 
Type of Assistance 

No. of %age 
Resps. 

Technical Training 3 	 60.0% 

Technical Advice 2 	 40.0% 

Use of Common Facilities 3 	 60.0% 

5.42 	 The surgical Instruments industry was getting the most benefit from PSIC through
Its subsidiary, MIDC. Especially, the use of common facilities like vaccum heat treatment, 
laboratory testing and copy milling has helped the Industry In improving its export
performance. None of the enterprises surveyed were availing any form of credit from PSIC. 
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Suaqestions for Improvement. 

The following suggestions -ere made In order to improve the regulatory
framework pertaining to medium e.,id small scale industries. 

Table 20 

Suggestions for Improvement. 
All sectors No. of %age 

Resps. 

Improve Labour policy and Its implement- 15 83.3% 

ation 

Income Tax should be simplified 2 11.1% 

Reduce regulations 16 88.8% 

0 i ewindow facility for dealing with 14 77.0% 
Government Department. 

The two clear suggestions regarding reform of the regulatory framework are 
rationalisation of labour laws and the establishment of a 'one window' facility for dealings
with the government departments. Although businessmen noted that they frequently 'got
around' the difficulties which arise, they expressed strong desire for reforms which would 
reduce their exposure to numerous officials. It was pointed out that there were too many
and unrealistic regulations for SSI to comply wah. A reduction in these regulations, easing
of labour laws and less contact with officials are desired by entrepreneurs. 
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FEMALE ENTREPRENEUR. SMALL SCALE UNIT, LAHORE. 

The owner has unusual characteristics for an entrepreneur in Pakistan. An 
educated female, she has built up a very successful business since its establishment in 
1980. The principal investment came through family assistance, both In terms of financial 
savings as well as land for the rather small premises. 

ii. 	 The owner spoke somewhat vehemently of continous harassment by officials. She 
estimated that 12 different fuhctionaries had visited her establishment during the past year.
She alleged that her refusal to give bribes has involved the following difficulties. 

a. 	 A court notice has been Issued against her regarding the financial year 1981-82. 
Details of transactions are being requested even though her business had just 
started. She claimes that an arbitrary profit figure has been calculated by the 
Income tax officer. 

b. 	 Her company's bank account was frozen last year and a compulsory withdrawal 
of tax liability was made. She subsequently keeps very little in the bank. 

c. 	 The labour department has sent 6 different wings to monitor her unit for regulation 
compliance. They have imposed a penalty on her which she thinks is illegal but 
wishes not to be embroiled !ncourt proceedings. 

d. 	 The owner claims that she is willing to comply with all regulations and meet her tax 
obligations but feels that th3 officials are more interested in private gain rather 
than in ensuring welfare provision implementations. 

e. 	 The owner suggested the neeJ for a single window operation to deal with the 
government. 

f. 	 With regard to future growth, the owner Indicated a preference to break up her 
unit unto small sub-categories. These sub-units would be separate firms and have 
a different owner, atleast on paper. 
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MALE ENTREPRENEUR, SMALL SCALE UNIT, SIALKOT.
 

The owner has a thriving export business in the surgical goods sector. His father 
had established this enterprise in 1974. They are mainly producing surgical goods for 
disposable kits in the U.S. 

ii. The owner responded to the labour legislation of 1973 by resorting to large scale 
sub-contracting. In fact, his brothers own the units which are sub-contracting to his firm. 
His permanent labour force used to be 30. It is now 8. This has happened over a period 
when his firm has grown rapidly. He could not quote a precise figure for the amount of 
sub-contracted labour, but noted that it varies with orders. The highest number of sub
contracted workers he could recall was 110, early in 1990. At present, there were 50. 

iti. The owner was not unduly perturbed by regulations or regulatory bodies. He has a 
good working relationship with the officials. His enterprise runs smoothly and without 
hassle by the authorities. 

Iv. The owner viewed officials as practical and experienced people. "They are more strict 
about enforcing legislation in large industrial units. With smaller units, such as mine, they 
are more pragmatic'. This realism seemed to involve a private transfer of resources. "We 
are all practical men here. There is work to be done and we can not let every little 
regulation bother us". 

v. The owner was very pleased with the export incentives given by the government, 
particularly the export re-financing scheme. 

vl. The owner felt that the direct taxation system was least cumbersome because the self 
assessment scheme made his task simple. 
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6.01 	 The Importance of small scale Industry lies In its capacity to absorb workers, to 
efficiently produce a variety of goods for the domestic market with a frugal use of scare 
capital and to successfully carve a niche in selected export markets. The Government of 
Pakistan's industrial policy has traditionally been biased towards large capital Intensive 
Industry. The focus on Import substituting consumer good units led to a neglect of small 
Industries. Targeted programmes for SSI development have had a low priority. However, a 
number of developments -- such as an accelerating population growth rate, nationalisation 
of big Industry and m~gration to the middle east -- have contributed to a dynamic growth of 
SSI InPakistan. 

6.02 	 The Impact of the regulatory framework on small scale industry Is analysed in this 
study. This assessment Is based on a small survey of 18 units, Interviews with officials and 
private sector representatives. The regulatory framework has not seriously constrained the 
growth of SSI In Pakistan. It is however responsible for a number of distortions and 
adversely affects efficiency and profitability by preventing the vertical growth of 
enterprises. Managerial and production economics of scale are not encuuraged. 

6.03 	 The major issues emerging from our survey and analysis are summarised below. A 
review of the impact of the regulatory framework is followed by recommendations aimed at 
reducing the distortions caused by the system. 

6.r 	 The first point to emerge Isthat the regulatory framework causes little distortion to 
the functioning of enterprises situated at extreme ends of the size distribution. The bias 
towards very small size is particularly pronou!nced in the case of the much dreaded labour 
leg' tlon. Enterprises employing less than 10 workers are exempt from the wide variety of 
legisl;..." , measures. Very small firms do not have to provide a range of facilities 
pre. ;:i.ed for relatively larger units; nor are they constrained by law as far as dismissing 
workers Is concerned. The last mentioned provision is a source of considerable 
dissatisfaction among affected entrepreneurs who have been exerting pressure on the 
government to restore the right to 'hire and fire'. At the other end of the size spectrum, 
very large enterprises are well placed to absorb the provisions emanating from the 
regulatory framework. The effective Increase in labour costs, due to regulations, typically 
represent a small fraction of total costs in large capital intensive Industrial units. These 
establishments also have legal assistance and the administrative capacity to handle 
government functionaries. In addition, the owners of such firms usually have good 
personal relations with senior members of the bureaucracy. Government policies are 
frequently subsidising their activities through credit and fiscal measures which encourage 
Investment and Increase profitability. In such a favourable environment, costs associated 
with the regulatory framework are hardly prohibitive. Large enterprises suffer a degree of 
harassment from officials but their burden in this sphere is also minor compared with 
smaller units. The large enterprise sector also contains multinationals, who often actively 
collaborate with agencies such as the International Labour Office (ILO) in enforcing 
required measures for their work force. 

6.05 	 The Implication of the above Is that the regulatory framework bears down must 
heavily on enterprises which do not fall Into the two extremes of scale. There is no precise 
upper limit, but enterprises which employ more than 10 workers but less than 100 are in 
the range which bears the brunt of regulations. Unlike large enterprises, they are usually 
engaged in more labour intensive production. This involves a plethora of regulations which 
must be enforced In highly competitive markat stru,ures. Quite often these SSI are in 
export sectir--which do not involve protectloi often given to import substituting units. SSI 
operating under these conditions are least able to withstand the implicit reduction In 
profitability, imposed by labour and tax rolulations. The personal characteristics of these 

,itrepreneurs are also not favourable towards dealing with regulatory bodies. SSI owners 
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are often illiterate and ill-informed about regulations. They are thus open to greater 
harassment from government functionaries. 

6.06 	 A second conclusion to emerge from our analysis is that the regulatory framework 
Is often prohibiting the development of efficient economic units. Potential economies of 
scale are being distorted through regulations which prevent firms from developing in 
certain desired directions. Two examples from our survey illustrate the point. First, in the 
packaging industry tax relief is given on a particular sub-process of production. In order to 
derive benefit from this distortionary incentive, units are sub-divided within artificial 
boundaries. Second, labour laws favouring very small size have led to a horizontal sub
division of enterprises. Rather than benefit from the economies of scale in aggregating 
functions, this horizontal sub-division increases the strain on administrative capacity.
Whenever an artificial sub-division of enterprise occurs - for example, by dividing a firm of 
38 workers into four firms employing less than 10 each to evade labour legislation -- the 
firm's relationship with the regulatory bodies is weakened. Aware of artificial distortions, 
government officials are more relaxed at implementing the law only if adequate 
compensation Is made. Thus, Instead of developing a more efficient business enterprise 
the entrepreneur is involved in horizontal growth, reproducing small units to avoid 
regulations. 

6.07 	 A third point to emerge from the survey is that the regulatory framework does not 
meet the objectives Itwas designed for. For example, labour legislation was framed In the 
1970's to protect workers by Improving the quality of their working conditions and 
Increasing their security of tenure. In principle, these regulations involved a transfer of 
Income from the owners to the workers, with the state acting as an enforcing intermediary. 
In practice, the regulations appear to be used frequently to transfer income from owners to 
government functionaries, rather than to workers. Because the implementation machinery 
Is easily distorted, the government neither receives the necessary tax revenue nor do 
workers receive thl-ir share of benefits. If the small entrepreneur is able to successfully 
bend the rules, his business growth is unaffected by regulations. Thus, the regulations are 
often not successful In meeting their objectives. Indeed, the net effect of some of the 
labour legislation may have been to increase insecurity of labour, since owners are willing 
to go to substantial lengths to avoid giving permanent employment. 

6.08 	 Related to the above, the regulatory framework tends to reward those small 
entrepreneurs who can successfully manipulate the system and handle officials from the 
regulatory bodies Thus an Important component of success for some SSI Is not related to 
efficiency or market responsiveness. A substantial part of the entrepreneur's time Is spent 
In achieving successful manipulation, rather than in concentrating on efficient business 
development. 

6.09 	 The growth of sub-contracting due to the regulatory framework was confirmed by 
our survey. There are two legal categories of subcontracting. First, the entrepreneur can 
hire workers on a temporary basis, on a particular job for which he Issub-contracted to the 
firm. Such workers are counted as part of the work force for labour regulations. A second 
category of workers are those who are employed by sub-contractors to the firm. In all the 
sectors surveyed, there has been an exponential growth in sub-contracted labour. These 
sub-contractors in turn divide their labour inio units of less than 10. The growth of sub
contracting reinforces our earlier point that 1970's labour regulations may have had the 
perverse effect of Increasing insecurity of employment for a large proportion of the 
workforce. At present the sub-contracting process is under review as part of forthcoming 
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legislation on bonded labour and sub-contracting. However, negotiations leading up to the 
legislation revealed deep divisions on the issue within the labour movement itself.(t) 

6.10 	 The nature of the relationship between SSI and regulatory bodies that emerges
from our survey unfortunately has implications far beyond the micro manipulative level. 
The nature of the distorted relationship that has developed between entrepreneurs and 
government officials is one which does little to inculcate respect for the state. Government 
regulations are seen to be as good as the next 'baksheesh point'. Some of the 
entrepreneurs interviewed gave great details of the amcunt of bribes given to a variety of 
officials. Civil servants that EPRU spoke to acknowledged the distortions but had little to 
say about reforming or minimising such leakages. Such a relationship is one which 
contributes to an ethos of suspicion and contempt for government. The principal language
of communication is bribery. At the macro economic level, when the government tries to 
engage in greater domestic resource mobilisation it has to encounter substantial 
institutional barriers from within. Individual officers have developed a personal interest in 
distorting the regulatory framework. The higher the number of regulations, the greater the
proliferation of official agencies and the larger the opportunity to give and receive bribes. 
At a superficial level, such graft lubricates the system in a manner which overcomes 
bottlenecks. The most serious damage inflicted in the process is respect for law,
regulations and authority. This environment helps create entrepreneurial attitudes which 
exhibit a penchant for devising ways to commit fraud, bribe officials arid distort 
regulations. Thus a vicious circle is established. People have little faith in the government
machinery which they know can be distorted. Officials view regulations as an opportunity
for increasing personal incomes from eager bribers. Regulations are often bypassed but at 
substantive micro and macro costs to the economy and society. As one of the 
entrepreneurs put it, "A person would rather join the government and become a tax or a
labour officer than work in my factory. The official wage I give may be higher but it is the
'chae-pani ka kharcha'(2)which makes the difference." 

6.11 So used have participants become to distorting regulations that a legal arproach
is avoided even when it is better for the actor concerned. According to one entreprene, ir,
he discovered that his cost of bribing tax officic;s was greater than his tax liabilit J 
alleged that he tried to rectify this by making a declaration under the self assessr,,nt
scheme. However, a punitive scrutiny by ITOs followed and he has subsequently reverted 
to former methods. 

6.12 	 The lack of an effective legal machinery means that entrepreneurs are keen to 
settle matters through bribes rather than go through cumbersome procedures. If an 
entrepreneur gets caught in the legal labyrinth, he could spend a great deal of time, money
and energy embroiled In a lengthy dispute. Both parties - officials and entrepreneurs - are 
well aware of this and act accordingly. But the lack of an effective legal system to back the 
regulations is a bias against :he entrepreneur not the scrutinizing official. The latter can 
pass a Judgement which embroils the former in legal procedures. This aids private 
settlements. 

6.13 Our survey indicates the emergence of a possible trend which has implications for 
future SSI growth. Those enterprises who have access to formal credit appear to be keen 
to move away from labour intensive methods. The move to higher capital intensity was due 
not only because of higher anticipated productivity but also due to labour legislation which 

1. 	 These divisions were evident in EPRU interviews with union leaders. There are wide differences of opinion 
regarding the magnitude and pace of needed reform. 

2. 	 Literally translated this means cost of buying tea. This colloquial saying refers to extraction of bribes to meet 
living expenses. 
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penalises Increases In labour force by raising the effective wage rate. Thus to avoid this 
scaling effect, SSI firms are likely to move towards greater capital intensity. To the extent 
that current SSI units are undercapitalised, the provision of greater formal credit would 
lead to such a result. It is however important to prevent labour legislation from actinig as a 
further Impetus to capital intensity, as access to credit markets increases. 

RECOMMENDATIONS. 

6.14 	 Ten recommendations for the rationalisation of the regulatory framework for SSI 
appear to merit attention. First, the limit for exemption from a number of labour laws and 
components of factory act provisions ought to be raised from 10 workers to possibly 50 
workers. This would release a substantial section of SSI from a maze of current regulations
which are not enforced but provide avenues for corruption. A detailed review would need 
to be made to p'rpoint the regulations which are not effective at present. Their removal 
would ease the functioning of SSI without substantially adverse effects on tax collection or 
labour conditions. Indeed these objectives could be better met through the suggestion
which follows. Second, in order to contribute to better labour - management relations, and 
in view of equity considerations, entrepreneurs should be encouraged to contribute to the 
building of schools and medical clinics. These welfare provisions should be industry
based. The surgical goods manufacturers association, for example, could co!;ect revenues 
from member enterprises to build schools and clinics for the wokers of the industry.
Industry specifc NGOs could be established to promote and mobilise such development.
In this manner, the obiective of a number of current regulations would be met without 
Involving government regulatory agencies. Entrepreneurs would feel happier contributing
directly to schools and clinics. Workers would be able to see tangible benefits. Initially,
experiments should be tried on a pilot basis. For example, 3 year welfare provision targets
could be set for industrial groups in return for exemption form certain regulations. If 
entrepreneurs do not meet these targets, the cumbersome regulatory framework would be 
re-introauced. 

6.15 Perhaps the strongest criticism coming from small entrepreneurs relates to the 
maze of regulatory bodies and officers that they have to contend with. The reform 
proposals in th~s regard lead us to the familiar request for a simplified one-window 
operation, wherein small enterprises only have to deal with a single government body. All 
regulatory measures should be dealt with by a single department. Thiz would make the 
system more efficient and manageable. A separate cell for small industries would be 
desirable. Similar to the concept of the self assessment income tax scheme, small 
enterprises could mi.ke a simple return regarding the number of workers they employ, the 
state of working condJitions and the regulations they have to comply with. Entrepreneurs
should be encouraged to give proposals on the duration and the manner ir which they
Intend to rectify shortcomings. Instead of a purely punitive approach, the government 
could consider encouraging the adoption of certain regulations by providing credit to 
small Industries to comply with certain measures of the Factories Act. Similarly,
environmental regulations which require an enterprise's resources could be encouraged 
through credit lines for the purpose. 

6.16 	 A fourth recommendation relates to the low literacy level of small entrepreneurs.
Entrepreneurs noted that they often found it difficult to deal with complicated regulations 
and to verify whether particular regulations do apply to him or whepther they are arbitrarily 
set by the official visiting them. To strengthen the capacity of smail entrepreneurs to deal 
with the regulatory framework, collective legal bodies could be established. Law advisory 
centres could be set up through contributions from members of particular SSI sub-groups. 
Such centres would not be expensive and would strengthen the capacity of small 
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entrepreneurs to deal with the regulatory framework. Such legal centres would contribute 
to the development of formal management practices amongst small entrepreneurs. 

6.17 A fifth suggestion relates to the elimination, or substantial reduction, of 
discretionary powers given to regulatory officials. Such powers cultivate an ethos of 
arbitrary authority which imposes a degree of fear among small entrepreneurs. Tax 
regulations In particular should not be subject to individual interpretation. To reduce awe 
of government, it Is vital to remove the substantial discretionary powers enjoyed by 
scrutinizing officers. 

6.18 	 A sixth area of reform are municipal regulations. At present, any SSI settr j up 
business within municipal limits has to get a No Objection Certificate (NOC) from the local 
authority. This Is a cumbersome procedure, which can Involve a great deal of time, 
resources and patience. For this reason, a number of units do not get themselves 
registered and operate In a clandestine manner. Consequently, there appears to be a need 
to devise a list of SSI sectors which do not require an NOC. Obviously appropriate criteria 
such as pollution effects and noise have to be borne In mind. Only those sectors not on 
the list would require an NOC from the local authority. 

6.19 	 Seven, a systematic application of regulations requires a consistent definition of 
small scale Industry. At present there are variations, such as some agencies excluding 
land from value of fixed assets, whereas other excludes land and buildings for the 
classification limits of SSI. Financial institutions, small industries corporations and the 
Government of Pakistan's other agencies need to evolve a consistent definition. 

6.20 Eight, sub-contracting could be limited to a proportion of the work force. A 
regulation which limits the scale of sub-contracting could contribute to better labour
management relations. 

6.21 	 Nine, a number of environmental laws have been promulgated recently. These are 
likely to be added to when the National Conservation Strategy is completed later this year. 
A number of SSI are affected, particularly in areas such as leather processing and shoe 
manufacture. The efficacy of these desirable regulations may be limited if additional 
officials visit SSI for their monitoring. This reinforces our earlier suggestion for a single
window facility. There Is a danger that the forthcoming spate of environmental regulations 
would add to the number of officials visiting SSI. This opportunity could be utilised to press 
the case for a one window operation. 

6.22 	 Finally, It must be emphasised that reforms of the regulatory framework ought to 
concentrate more on the Institutional mechanism rather than the regulations per se. The 
latter could be rationalised and simplified. Ifall the current regulations were rigidly appliad, 
most SSI would find it difficult to function. But the key issue is to reduce the number of 
monitoring officials visiting SSI and to strengthen the legal capacity of small entrepreneurs 
to handle the maze of regulations. A purely punitive approach has to be replaced by one 
which combines Incentives with regulations. 
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Iaii1ks has not chrlaqed. 

It iL IrOptsud hal all Ills 
a'I haulks bo privat Ised except 
(nic or Lwo which GovernumoL ma'y 

ishi o reLaii. Perlissjoa| uay 

liberal ly be (IlveO ror opuain,19 

I'ri vate bauks/deve'l opiel t 
f ilalice c ipoies stilject to a 

pres:ribed Code of co(nduct. 
Speciric Illeausures may i)h 

Laken to eisure that (I) Dl's 

hrI" Lhe pro'jects Ill Lilme; 

( i) du nlot. mulake exhurbiauii. 
rh'J,'!hOS Cui" eilhuntl11 projects; 

(iii) av'uid raising irivolous 

iliJI.-I.t1.i (~ andt (lv) da FiiL 

pIre cr IJbe ilipos ible coud i ioulo
 
e'.(. PL'rs(ua] y uaranteos.
 

LBesides, banks should devrlop 
h)LI.er sarequards a' :1Irst: 
leala;;Ies ULrou'gh v iolcuit or 

i',h:Irh iul, uitauiis. Fav,:jriLisn in 

c luLele should I', avoide;d. 

l'.iauks arv 'a I I ile Lo 
icn ired Lowads ' lendil!l I.L 
iiotL - hscd itI u s t r 1 Asbe 

l.h;sc y lhld lArgu profiIs to 
banks by way of L/C charges and 

rurelIl oxcloango coulp5lssion. 

Flnanc'ln( hitlLitlIons nlltuld ' 

Le dlisLrllnLcd over Lhe 

lletl(hluartors. 

..
 

AlarL rrow reo 1l1nl 
d Isi,' s ion oeat Ion of 
lh.'h,1l.rIlers sholllii be orlmioted 1.o 
iarkoit, mol.priols whd skills. 

SUi.lI lUl4 

Opening bf new banks/Dovelopment Finance
 
Institutionc in private sector with Govt.
 

cOntrols nry be encuura1ged. 

We support these rcasures. At present
 
Small Industries Scctor gets 3% of the
 
total credit made available to the

industrial sector whereas its total share 
in production iosarround 30% and it employs ovcr 

Sf80% of the industrial labour force. It is,.therefore, strongly recommended that at-least 
20% of the.total long term loan is reservo.d
 
fr tlhe Small Industries Sector.
 

'Jo suprport it. 

Industries based on local machinery should
 

encour-i;ed
 

We support this proposA.
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It1'U 1MiH IS 

Of IaLe, tie s.ill I1.1:or i
 

1 ia l rvij Ler
inii ImlplrLalir.!. 
At'; .1(ih I'leally .irI~ l.
Ia i 


eIc lt.rlo ii(:,tLcliil IcalI aiad ?,iIi I 
UII l
roi II)}I Inak i rig I lidll es.SLrIi 


which retjliire less room anid less 

IIUtlin, ) e I towed Lo be setja 

iii Varacliri andrJ olthcr Ed q cilii ;. 
I I' i4di l.iie woold ihicr(:;iU,,-

iil.tI,:l. 'r .mIjaIoymeiiL olrwom:i,. 

1h.Oigcc: coiI(:flssion,; Ar: 

,'I,.l)iI il:ed frio a,,r Lh-e.; iiiy 


Mil. hiM,tlli(edt. Hooriat)ad I[.SLte 


ill IIle I:il. ; ill poliL. rr ll 


illt.eil I . 11(1 flu llpos e , i i 

,. la I I i f) Lhe b)aulu
 

IJi'.Ir'ii:L cijs Iree firoui dlI. i-.s
 

ald La.en. Sdde ly, by vitl.Ue
 

ir ,I IBR Circular of 14;irh01, 19118
 

iL has hlei excl t ied ' f rui Lhe
 

l isl. of -ppiovend is Lr is]
 

(.s I., Les 'I. lha.lhiF. caused 

tloitiuved i ioLu the FsLaLe five 

yetis ayO Li S('L liI.heir iltlLs. 

Pi'ov isiu of Ii i'as Lroc Lura .,!.......;.~.L.,_;.....
 

I ho ful low ig Ito IiL were 

ra i :S:rI 
) Acquis i Lin lIlot' and0r 

IliUl.i~illl~l I, of ras Il'i: ltre'Iiu'l 


ore virLually ihilosstblb viLhoul 

tII) Electilc ty ralfes ill' 
l;?.i€lI'J i Lull I;, 

iii) Lower pIrloi;ILy IR ylvo 
I)y Itni lwny f(or al l(:jL 1Il 

11111i , f r 1.'ail hi ll 
iiilh ILr1i I Ilialar I'Is. I' 

I'orachi . li 0 specI f it: ,;i .r 
1,0011) Lo,1i.IS of Se"i eap I. ly n.I 

at Lite purt a11d Iucurrili 
(lemUrl'lgc. 

2.2-5 

SOLII ION 

We eadora6 the view that the Readymade 
Garments and Electronics Industrj~es 'may be 

Llowed to be set up in Karachi and other big 
Iities of the country. 

We support thi6 view point. With-drawn

fiscal incentives in case of Districts of
D.G.Khan, Rajanpur and Industrial Estates at 

Hanwali, Khuahab, Bhakkar and Chunian
 
may be restored.
 

No comments.
 

.Tt ina fact and noed. amendments 

comio
m ents. 

http:Lo,1i.IS


IMRILDIMLN IS 

iv) Uri window system is gJoo,), 

but yoj cannot (oCI .tlckt. rrum 

hwiL wignuw. CoriiiecL ions of 
elccL~icity, water, power aiid 

L(lephnre are riot available when 

needed. 

S. laxe(s, larilrrs and Fiscal 

he fI'i obstacles1eerelowihig 
Idl,:=nL i f , d:

a) fIscal /Anomal ies abouiid 

iII every inlustry using imptirLed 

materials. I1resent methud of 

Isu lvi IIt Lhem is not 

.a . iSf acr Lory. A Fir f 

(: Ilssiu y esLab I iih d.ulim he 

Il':l.er st.ilI, a Tariff (oaiiiiitI.ee 

with Minister or .Iiuti lries 'as 

Ch. I t 1a11.1 and h andr iitace 

1:.imll ri(,! Mlii is l.(,rs as M lmbers 

h;.;! L uip Lu give award on 

apl) icat ions witrhin 30 days. 

)) . . SO and 

Ilutlflcatis should ite clOarly 

ppresse(I l(laving it 1:Lu room 

I ur amilitill.y. It: slould iiruinvt*/ 

what Government iiitiiblions are. 

c) CiuLo. Tariff. Cus Loii 

1tI Irr ;hoii l lIe lm l rified in 

watters or classIficatio. ten.ms 

dtscrilc'd undur a genleric head 

and aLtractIlug (luLIt,i wiLh 

lILLlIe variniOuis : ,ay be 

c(oiisOl IdaLed ulder AII 

appropriaLe caption. 

d1) 1aw iiaLteri iiI" 

itii.r:rmdlaLe goods droiwn froii 
t.hu. sn,,l, i~itc(:rl, l sl,,i, I,i w 
ti(lrlllTuu, ratris. * 

11)1 PlastIc Jrn1?1es 

carry a duty of Rs.13 per 14.. 

but plastic sheet Is chni'1u.d 
1 Kin 

SULUI IUN 

On.e window system needs improvement. All 

concerned agencies should. hold a fortnightly 

joint meetin; of such reprcncnt.itiven who 

can decide the insuen then and there. 

A'Good proposal, which nm'y be implemented. 

We uupport this dennnd. 

A reasonable demind, which we do support. 

We do not support this proposal, as there.s e need to protaet tho local induntries. 
As ii thee_2y ple, the duty on pieaUc 

sheets needs to be on the higHer aide as 

compared to that on plastic granules ' 

in order to protect the local-plaatic " 
sheets manu:acturing industry. However,
 

differential should not be as high as given 
this example.
 

http:oaiiiiitI.ee
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IC. A,,ud.it 

1:11', i. I' Pro'cndre should Jljj 
S. .&Lj ', .1continuous auditbttLSW- andIli with InlusL'ial ivd Vie endorse this view point. 

I. lRc-urranjza~Ll. ol or" CI
 

cll, shoutd Ile .,lade JiI. a
 
P~i''muc. l1lin
istry ait (liv idl'i
 
:"t: Liu 
 d iv isions, nil.(ily ) 

''.t,,s "and Excise and 
"i
: oime Tax and otlmr taxes. :ioendorae thi. viow point. 

lhis Wol dI eriable Lhe
 
(.;ovrGl-tii:,l I Lo exerc i Sf! Ljl'v,aL r 

c.'llIru I ive~r fllllcI. il ill" iios, 
e.iiiina L(, 111lays and improve 

Ilhr MI ii IsLry shui Id be'
 
sl.arfea with 
 proressloials. 

Il. P, LtcLive Duty onl 

[; I:III~:IJlii (}O (.lll(2gI 

I,rnL.(L iou Iu 1? II. P dieoel 
cioilliii(s 6s-itl miiifal Liiioiac: (illJly
 
hy IC() . 'lA:le a coluipletc Ihui tiip

i lpil' i ii itC 
i.i J5 ivJ l, .iL Io co f l.J. 

S.1,I'CcU ar SpellIIl 119.I of) 
Ir.ll K iL.. 

Ies I((s, PI.CU ilIU 

Ildih. 1111II1.S;. Ilill.;e| 

no L
 
Collo .,of
 

,Llhur ranCes (e.J. 3nd,1111,41
20 11,..) indlus Lil'lni.nLs and
 

others nmay ba al lowed to imporL 
Lhese 
 rnr Indusrial .Alld
 

alIrl:ulturai uses.
 

Imi banport 
 oil othar dll:sel 
engires (200 KVA etc) may al.o 
ba lirted. 

Import of cycle parLs mu lilymantracLur'od III the comliLry i:; Those cycle parts which areadvCl'rly, being manufacturedoffcLIiji LIio: or desired quality in sufficient quantity
ioldustry. Appruprl,t ell oiq ii," in the country must be protected.

bo made 
 lin S.tlo.495 or tlhe 
1)ISILIve. 1st of Iuuiistry. 

http:A,,ud.it


I MIT I'IMLfN r ';lJLlJi 1011 

t 111tr L1111iciDliiiiI(i lr thoe av~i1,biity *or I-,iic
ieiIAiliil ii1 1s tics ror ex i.riill a ri.C-fLG~b,- Price~,, ,, .,

vi"IilS 
 etc o akig Cur .f ch'Ang.ed. Policy mahY not h. 

till ty. 

III I!; is aJI-sfy alf(ALin'.l 
S11.11 1 1i,as t it: iin. t s or the 

r~i~iii'li ei.' !IsII be This 
aIIowed tIo bL, lalipor Led dtil.y 

deid nleeds t6 be a~ccepted. 

11111111. for Iidl.cr ia I Ir i
i he10a1( lowedi (,i ieI FwiiiI iiicII..; In Order to ensure fair competition we do --atI1.1 . is. 

enldorser tii Gufis:ent.;j 0 

... ~...
 
laiilIIeI. 
 or buigded 

fl(2(iiiC ias~I.JL 111:oltlo)Ia ill
 
t illr 
 or 

1i111111 (1ay t s i-arr 


mt, i~ o I icoilces 1! 
1 1t Lvmadai(.t!
 

I110t Ietgu 1ar. AIL 
 '11 aI ko iLhcre No COfliTriCetc.
 
I5 noi sLarr avail1able fr the
 

1.1Mlliaen t or wa rcoluso S. 

S~~~~II I 

:IiJl't louds ieidistricja IIaV~i lioII L.PitY on industrial raw Ilaturiaj6')I'- .V e XVIlIpIIo ium Nilay be rationlized.
 
dut11y 
 he (jiVel oil all I te:ijs Whi'.Ia
 
aril 179 In:ia~ahi
 

illI Iitj1)1 Per 1 uos I fewl 
In*i iiaium; t110! prLli;
 
industries , hanir Ii ary 
 iw I I
 
Inchin.lrles(sporLs 
 4001ih;) ay be no comments. 
allowed tiax rollbr. 

iI Oro f~i 11ly jIlf!S l.iscr Igriat 1vo. They nImml Lot Ii)~ Uagroi(olha pr'ocess (ir ra -educ,, i;ILil I. SsI'oa.1iirgt in LhcaiIomvaja,~ of honcs i~y, 
I, 

pr 1oer livingy ,n jtdIl vIor 

NO cOrlments. 

http:ch'Ang.ed


I I iI. l ' I ~ i ~ 
Ii IIflueIli~i's N'l Il 

o vlie 1ad U L ri~y s ulc t en o c h u ~ 
ff 

I I o t n 

Li~oI ilItGundsr~ii~ 
494.4.4 - * 4 44.. .. 4 

£Lw( !~ei~ill I. ciiii' 

I~~ ~ ~~F Lc11?y,~ h huI 1,~, 

'T'' 

1 Ii.' 10 L)o 11111 so Comet 

I~~~ ~~~ r4It!LAjt~.
 

Of' 'ift~ r . 
ciI L INrI n~ rL1 it IV ur 11 ar C o t t e
 

L~it;:LO ,~rlc41t
A I h r io n of t e mo n r d a
 
'I I~~ Wi L iii
aw 'h,L r U~ m e n L 1~. i r r r p o Ct o

Pro~ ~~~~~~~~~ r ~ tn~ot0fruDnn~im .-

I ~ror ~~u e I ~~ ~ o o er, lic nce hou be ue im~r dig3-A 

* ~ 1 f01%~ei O l~ re ei o i l f id ng o y
' Ic uifws *'.tAlu 



o *~' ~ *eao 

ill t IIL 

uuL 
flu* 

1 ONO 
.~ 

LLllyI I fi 

:016l I 
a, ii ,ai~ousLVoEusL~i1 

vy 

lirAn 
*K" ir 

ft I y; aeln 

) 

W 

1zC*Sj 

1uL 

l!~S 

-N-nty 

f 'di~ I I d k I9 I II wos 

Is~ ~ ~ r Ii'Ill rove i ~ i 
Li.~ 'A j~ t exVOMii i 



,tL Ia S itA11t , t1to'.1 

rhIar'iQ'I 

rgefutlt'l, 

Frm 

if lie 

1111liiShiiu Id(I 

ftills Lo itI IIAM 

c~.t 
t~.i ~"gOf ;./C aj ntf11 

~,I..t.C~a~s or akis tal Ili's 

d ~t~'d (:tiu rc i aimiaks 11co)en~ 

~ I /1.fur Lh 1.1avaio:t 1011"ll 

iiqf lutitl i~ai, but I.Itu~y 

~eUml.107. to '. 

.~::''I y lrpu it is liial l Lis 

expot' isape fr JicAlliere~ 1h, 

liappllts, rui* redSUIIS bPYoiiId oU& S' 

cutil r I Llwc Seuir I Ly IpIos IL 

shutsl ieII! mcIiiled. 

mi cfILIvaLors 1 

NO commeitto. 

l'.ii55Illall
t CIIt~a~r c. or~ 

roii;pr~lOtis Its .6795 as muwic.L. 

l..I 111 for 1 i11 Iri 

rul r jura,'Lur. DoLy bdI2 Stiuti Id 

liet iiiAmIlicti rout va Itit, 1.' 

We dndorne this BUoCITtionj. 

t.iijt Shlumd )(t 

,~tl iiiuIr INIclass0 
io V 1.1, 

If lca1 . 11)11. 

NO cOnmuents. 

ol l cpet anti I-Ias00Is ut *iiit 

atIia iXI S.1 (lot 

sltfhi. ouloA Ik,itr lls 
Cj)IV1. l 
fAU1f1dtI'lla 

N cmen 

add l i s:. I-- ~. , x il I -



I PEDI .. S .. •SOU I Oi. 

ljrreiu o tIou and d Is lives tre t. 

a. Sidl Alkali should be dis
invesLed. N0 comnents. 

b. (lbsLarles in Lisi;iIestLiL. 

Ilaja Abdur Rlehman an iladusLrai:L or 
Azad Kaslhmir juid manufacturr or Vespa 

Scooter hias requested for a, audiernce 

wilth the President. lie wishes tot -.inlhjf' 

his itoLice the irregularities and 

man iiu Iat.ions of Lhe. last (;overeii ill 

di s tiv:es'tuiiet cases. 

By wy or 0 afllll I e , lie (luutJed the 
cane ur of re-ortjazation(or NLioila) 

Mutors Ltd. Krarachi oil whic h a simiuiiury 

was prepared for ECC. In this suiilary 
itL wj; salId thL a the NaioLJial ulo,; No comnsl. 

were losiUg, its .llilnaellletflL should he 
liindrd to a private party by Lraiis rur 

of 41.2% oF shares (roai. (i.tol 

Ils.65.6 milion) held by HI'l & ICP. 
Iraw; fer was to Ixe niiide aI. a 

ii'fi,latel vale;. *ho cas', w.i; '.1II 

uider prOCeSs wlhen ll.e Gover:meiitL el 

Hi. J1uleJo coil apsud. 

haj a Abdur Ilchmau, a I n .;kvut lur 

w:(l i t i.I Lhe case ;r ihe 

, iiiac Liiii of a 'vh .MA cr lyillgj 

Ipei tiii j for years. lie wwiLs to r.el.il) ; 
IllliLSo plcut. 

riqIII Cieo{ii Indus Lry lia. 1ul. 
ad, j,:vm'd the Iles I I'ld l Ievel 1 .1' 

ihove iOple.L bi vcviIs of the hodrfLiiiLtI. 

ilIpprjdllc of Uoverimi t.mld busliuiess;ma. 

A proIpitr pro!lraii h iuld lie.l;,'loped 

for attl riffle prugresi lye wmiumnu:llirnl 
in eng luieering. The prullli ',liould bic 

hiplemltoed by a MuntorlnU AutilrzI'ty. 
11e fol'lowing spOON{ suui.tj,.LIoni% smay Ix, 

colns iulered i-. 

a. Monitoring should be. done iL tho 
thil of IsllJ profj'ahiii/slielthi ofr 
deletion and durIng Its hillplemltlition,. The ug;oetJon is suppirted. 

•.t:; i 
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SOLIIT OIIIMI'ED IMHTS 

Mjazda Projuc I. 

Siiiilit t.e4. to Gouverllliii. ill 

foi- I asqlllaIyI ifNocomments.oMarchi- 9132 

proress i ve inanu f it itor i 111. of 

Mua'ri s . bill iilillrova I W)% 

lordlrla tey del ayed bly Guve'rnnenl. 

flow thy have siil iii Lr(Iil a prolposia 

lior Mzdi.Ia Car, bill* t1% has ,also 

beei delaycd. 

The party ias speni 11tilliul 

of rupeeS ill rll ila i jhUulI L, 

abroad and turiiplethigntlotiaittng 


pirocedtahnal fornla liLies.
 

1he foreign parti:ipi.its have 

wanLed too 1long. Wil Id collie 

rorwacl' oly if a priit'ur .arii: liun 

ias a c:o'lded by .1ic tlvrl urnil 

Other parties iii.eresLed in
 

'1r. Yuusaf
car plrojects are 


Shiraz I, I tl ef'ar Foundary and
 

ij,,dhi ra ltidusLa I,;.v 


S1 c il'ic Po inl.s or' fl:h0awa ipur 
' .... ". .~~li~.... I.- ........... kr
l dld 

i 
!131pol* C111131C" llll 

. I~llasi I l~uhawalpUr 1a1.y lie Teh3il t11h-twalpur beinr . ]oss
developed .rea, needs cncouriGemenl;dtelaved "Zero". duLy orol1 aid . 

IUr a lu19 for the entblishment of industries.!IIel, tnx hol d--y 

I. lallU.
 

We upport the suegestion.
1. S 1al ' 1 lidus ltir l1 1laL3 

lyin :1oI be c-opolltlcl 

c.iraiiches oh iJI Is opai .nd ,41; -do
tiaoialpur,
 

d. A dt)ilay c;enLre or" IYU 	 -do

his alt led. 

e. IlI or at leasl; two hanks he 	 No comments. 

c-ian; t.o iahawallian'. 

f, Al ildU rlol Io,;taLe Itr 	 No cor.mments 3to it does not iertlin 
to urtaP
mayrI
Sor c ,,lln 12d I jlipll.r ha', 111ay 

sOt Up., 
'oWsupport the suggestion as B/pur 

. liuvulop 1dairy aiil 1Iv(:sLhmk 

is a suitable area for DIiryInhldutry. Farming . 
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SULU IME 
- I -I's__UI_ 

Social Issues.
 

Tile situatioll in Karachi nceds
 
No com.ent,.
a vieW toittiediate attention with 

restoring law and order. lhe 

following points are brought to 

notice:

i. Student coming from Punjab are 

maltreated 	by Karachi schools.
 

has been
ii. Government policy 


oriented to Sindhis, 
 wh ich has 

affected seLLIecnL ofadverse' 

mohaj i rs. 

ii. Mohajirs have takeit must of
 

the posts in Karachi.
 

iv. 	 ohajirs are creating a rift
 

and Punjabis.
between Sindhis 

v. 	 lhe practice 01 domici he
 

may i)e abol ished.ll
certificates 


citizens are Pakistanis and should
 

have equal rights.
 

vi. 	 Do not let people from India
 

here.
 ..ome to Pakistai aiml ,.et l .
 

uld br n
vi I. Governlilen t sho 1


W ,ra(:hli
aLxut social integration 

as early as possible.
 

1. Steel t 'il 	 I. _jI.. r

rurmnce. 

For the Growth of industrinn,Steel Mill iroduct |iis Is brlng 

healthy c: mpetition should beunnecessarily protected. If this 


policy is to be conLimed steps be encour't;cd..
 

taken to also protect small units
 

makini Similar sLeel Items.
 

lin). . .i .U"''.tin-t2 . C 31Wii 

Machinery for th miti Is lie co'nsenta.
 

lyincjnpacked mid ,mdru,'tiintj hoavy
 

demuarraue, This canmot be scL up
 

at a place other than lorahc I , The
 

caso is pending with Focilitation
 

Doard,
 

3. 1h'Z 

comme.nts.
'Hot operating satisFat.urily. No 

http:ished.ll
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'1. F.E..
 

Federal Export 
 BQi.' lhda , sLOpped Federal. xport io'ud e
 
IIlI. 
 ifJ. It used to resolve ilhiily revived to 1;rovide ' bepitobleis vlec, 
 it met under Ll e to renlove the I~ iJe,.. of 

C h a i rma is h i p o f t h e Vr( ! s i d ;n t. i n du ct i j] t:; . u l y .
e x edi dO 


'. Exist iimUniLs 6 t IKairaclii 
rhe exi !, Li ng uniLs at Kara:h; Nc 

shuId be aIlowed BMR faciliLies. 

6. Minerals. 

Develop mining tlrouglh privaLe 
sec tor. 

The rain.inp in :tV41( it very V ,relector*31Ould be developed by thpjoi.nt ''rort:; of prjv' 0 tnI 

pmblic sector. 





THE FIRST SCHEDULE 
(See Section 9. 10 and 5o) 

PART I 
RATES.OCF INCOME TAX


of 
"[A. In the case of every individual
Persons Hindu undivided unregistered firm, an 	 associationfamily and every artificial juridical person 

referrud to in clause (32) of Section 2, not being a case to which paragraphof this Part applies,(1) Where the total income.is less than Rs. 100.000, the incomeshall be chaiged at the rate of ten per centof the total income: 
tax 

Provided that, .-.(a) 	 -- omno income tax shall be payable by an 	 assessee where
(i) Rs.ncome (being less than Rs. 	

his to140.000 in 	 case the 100,000) does not exceed :totalany income chargeable under the head 'Salary', and suchconstitutes 
income consists of, or inc!udes 

more 	 incomethan fifty per cent(ii) Rs. 	30,000, in other cases ; 
or-is total income and(b) 

QI) 	
the income tax payable shall be reduced by,-
Rs. 4.00o, in case the total income consists of, or
ir:me chargeable 	 includes-.any'constitutes 	 under- themore 	 head 'Salary', and such incomethan fifty per cent of his total income ; and(HI) Rs- 3.00o, in other cases~(c) 	 notwithstanding anything in this Schedule. no roduction in incomd' 

tax and super tax, under sub-paregraph (2) 	 of paragraph A ofPart !V. shall be admissible j- ane(d) 	notwithstanding

for any allowance under Sections 39, 40, 41, 


anything contained in this Ordinance,
42, no rebate46 or 47 shall be admissible.	 43, 44, 4 4A,

(2) Where the t.Lal income "is Rs.tax shall be chargeable at the following rates, namely,.
100,006, or 	 more, the 	 income 

(1) 	 Where the taxable income is Rs. 76.000 
Rate 

Rs.(2) 	 R.. 11,500.Where the taxable income exceeds Rs. 76,000but does not exceed Rs. 100,000. 	 Rs. 11.500 
plus 25 pe 
can. of tb 
amount 
exceeding 
Ru. 	76,000

1. 	 Subs. by the Finance Ordinance, 1988. 
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(3) Income Tax Ordinnce, Rate (3 heeeirstWhere the taxable income eXCeeds '[DODD SchedueRi. 100.000 2pluRi. 3517.50011, 

Rate of income tax for ot,.aosesE. Rate for t7o of 20 psideduction under sub-section (3-A) of Section 50. 
centcollection of theof income -ur.]tax 

cen of 
under There per cent of thethe sub-section (4) of Section 50.Rs. 1oun

(4) Where the taxable income exceeds Rs. 200.000 exceedine, 0 t of payment.'[F.subtseciiooRs. E2.500 Rate for collection of income(5)(a) where of Section 50.- tax underthe assessee is liab!e to pay Oneplus 45 and one-half 
cent 

per advance tax under Section 53amountof theex. duringfinancial year in which goods are imported.
(b) in other cases the per cent. 

ceeding G. 
.. T oprcn.

Rates for collectionProvided that notwihstading anything contained in this 
of

the rebate for any allo 
... Two percet

nglyj I ance under Section 39, 40. 41. Ordinance.coputed at the 'verage 42 43, 44 44-A,n al e (1) transportf rate of tax and allowed accord, Vehi lo sw reire. 
, e an upeladen weight of 2030 Kilograms or more,(2) Passenger transportvehicles per annum.

C. In the cases of over with regisn e eo...30 P r cent of ,ototal income, tered seating capacitytwenty persons of not less than
 
Of Section 2]. on the total, income 

p y.n n u icag 0talp c en
bv the Central Board of Revenue under Clause (16)t o f S .cbo).. (a) in case such vehicles plyrt.or ug-Pincomeph n ue ~ ua 1 ) 30n o 
w ithin the city Fifteen rvpees per3 excluding ect,l on snsis.; of any dividends lmits(such mthPart e"t n oor asecd rasl om e as " ns s .i c divide nd 4[H.p(2)at aubeparagrap Rate for collection s eat per an num .(3) of (nd if incomeor bonus or bounspshares to ar.graph A of Par taxwhi h Three per cant of theub p ar a hII seat s ea p e rapplio sub-sectionand income to which Chapter V applies. (7-A) of Section Threoereencoftspeannum50. 

tioti 
D. Rate of Income tax for Purposes of deducnder sub-section R2;.Of Se t o f ecsOn the whole of incomg&chirgeable underhead theInterest on Secuiities (not beina kere4 pay-

30 o.r cent of such
able on debenzu.-e_ issued 

incomelocal authority or a company). le p ic,by G; Q-IDajod€=n h'halt ofI[OD.* Rite aof in.omo tax for PurposesLiaduction under sub..section (2-Aj of Section 50, 
of 

(a) where lhe sum does not xcd(b) ,. 1.C00where rum excegdu Ri. Nil.1.000 
... 10 P c of the
 

DDD. amount
Rate of Income exceedingdeduction under sub-section (3) of Sqcurotax for purpose of 305o s Rs.sum chargeable or thee1. ..rate applicable 2.resident to a Added by thethe Finence Act, VI of 198.Person, 
Subs. by the Finance Ordinance. XXIV3. of 1981 (we.. 
It was earlier subs. by the Finance Ordinance, XXV of 1980.1-1-1961).Subs. by the Finance Ordinance, XXV of 1980. 

whichever is the 
~
1.Paragraph 00 subs, by the theter

This P . a . ra .. graph Do wa . Finance Ordinance. 
4. Paragraph H added by the Finande Ordinate, Y.XIV of I.5. . Der 8 , .. . . XIIo 94 gaw.e.f.811oG i nt. Y t.h e Fina nc ,, X(X) Vrr IOf 1 880. This or _ara , . . . . . . " 1 -7-9n k , - v * •n n_. f 1 9 8 4 



PART 11 

RATES OF SUPER TAX 
A.' Inthe case of a company-


(1) Rateson the total income exclud'ng such part of 35 percent of suchthe totai income as consists of dividends or income in the casebonus o; bonus shares to which sub- of a banking com-ppragraph (2) or sub-paragraph (3)applies pany and 25 per
cent of such i-

come in the caseof a company other 
than a banking 

Provided that in the case company :of a domestic company, rebate shall bea!lowed as follows :-
(i)a rebate of 5 per tocent such company not being a bankingcompany if it is a public company :1[Provided that, for any assessment year commencing on or afterfirst day of July, 1986, this clause shall 

the 
and words '5 pet the have effect as itfor the figurecent" figure
substituted ;] 

and words "15 per cent" were 

(P)a rebate oi;, per cent to such company not being a banking 
company if it is a public company to whichapply, if its paid-up capital plus free clause (Wi) does notreserves as on the last day
of the income year oes not exceed Rs. 500,000 : 

2[Provided that. wh~re such public company is listed onstock exchange in Pakistan, between the first day of July. 
a registeredthirtieth day of June, 1986, this clause shall have effect1984, andas if for thethe

figure -500.000" the figure "'5.000.000" were substituted :j3[Provided further that the aggregate of rebates admissible to theasse,;see under the foregoing provisos shall not exceed the. supe.payable by him under this paragraph ; !ax 
(iMi) a rebate of 5 per cent on so much of the income, profits andgains ol such company, being a public company, as are derivedby it fro~m an industrial undertaking if its paid-up capital plus

free reserves as on the last ofexceed Rs. 1,000..000: day the income year does not 

1. Proviso addod by the Finance Act of 1985. Effective from July, 
1986. 

2. 
3. 

Proviso added by the Finance Ordinance, XXVIII of 1984.Proviso added by the Finance Oranc f18.Efetv l fromJuly1986. 

124 

2][Provided that, w-erestock.exchange in Pakistar, between the first
such public company is listed on a registeredday of July. 1984. and thethirtieth day of June. 1986,a this clause shall have effect as for(iv) rebat, of 5 per if thecent on so much of thefigure -1.000.000"' the figure -10.000,000"" were subktituted ;]income, profits and 

undertakinggains of such company,commencingas arecommercialderived by it from an industrialbetween the first day of July 
production at any time1975, and the thirtieth day ofJune 2[1988] (both dates inclusive) if the original cost of fixedassets (excluding the cost of land) owned by the company andused by the undertaking does not exceed RS. 3[5.000.001however. that no- rebate Sounder clauses (i) and (iWl) shall be 

allo.ed to such company ;(v) a rebate of 10 per cent to such cormoany in respect of its income,profits and gains to which clause (c) of Section 26 applieswhich are derived orby it in-Pakistan from processing,preserving and canning freezing,of fonrd, vegetable, fruit, grain, meat,fish and poultry ; and 
(W') a rebate of 15 per cent to such company on so much of theincome. profits and gains accruing or arising outside Pakistan towhich clause (2) of paragraph A of Part IV does not apply as arebrought by it into Pakibsan :Provided further that where the total income of a company includesany profit and gains from the life insurance business, super tax payableby the company shall be reduced by an amount equal to 12.5 per cent ofthat part of its total income which consists of such inclusion ;(2) to which paragraph C of Part I applies, on the amount representing incnme from dividends from Pakistani Company :-

iRantmermdiiedsfo Pksai opn
 
., where such dividends are received by 415]
a per cent of such

public company and are declared and amount.paid by a Pakistani Company in respect ofthe share-capital issued.a.subscribed and
 
t1947. 

(c47.
 
(b) where such dividends are received by a 15 per cent of suchbooy corporate referred to in sub-clause amount; 

1. Proviso added by the Finance Ordinance, XXVIII of 1984. 
2. Subs. for the figure 1983' by the Finance Ordinance. XIV of 1983. 

This figure was earlier subs. fzi '1980' by the Finance Ordinance.XXV of 1980. 
3. Subs for the figure "3.000.000" by th, Finan~ce Ordinance, XXVof 1980 (w. e, f. assessment year 198j-82). 
1. Subs. for the figures '10' by the Finance Ordinance, XII of 1982.5. Ins. by the Finance Ordinance, XXIV of 1981. It was earlier deemedto have been ins, by S. R. 0. 1162 (1)/80, dated 20th November. 



125 income Tax Ordinance, 1979 -IrstSchedule 
,(c) of clause (16) of Sriction 2 or] a .;E. Rate of super tax for the purposes offoreign assoc-ation.declarad to be a com- ,eduction under sub-section (3) of Section 50.pany by the Central aoard of Revenue 'I) i h chs of apcomcanyunder clase (16) of Ston 2. 	 thethe rate applicableto a company(c) 	 in other cases ... [20] per cent of sum chargeableon the 

such amount.' (ii) in other cases(3) 	 ... the rate applicableOn the whole of the amotInt representing 2[the 	face value of any
b,nus shares o] the.amount of any bonus issued by 	 to a resident person.the 	 company, with 
a view toincre3sing its paid-up capital - not being a coM

pany. on the sum 
R at es h m 	 , , h .]

(a) where. a company which issued -'bonus 	10 per cent of such [PAKT IIl.shares or) the bonus in a oublic company. amount; .. ,-,TE OF SURCHARGE 
(bj in other cases ... 	 15 per cent of such 

amount Where the total income of any person for the 	 income year, relevantB. 	 to the as:-essment year commencingin the case of every local authority, on the 12.5 oar cent of the 	 on or after the first day of July,1988. is two hundred thousand rupees or more, 	 the surcharge 'hll bewhole of the total income 	 ... amount., payable at the rate of ten ar cent of the income tax and super tax, if'[C. In the case of every registered firm.- any, payable for the year.]
 
where the total income does not exceed 
 Rs. Nil. 
24.000 
where the total ircome exceeds Rs. 24,000 5 per cent of the
but does not ,xcsed Rs. 50.000 .
 amount " exceeding
 

Rs. 24.000
 
where the total income exceeds Rs. 50,000 Rs. 1.300 plus 10 per

but not exceed Rs. I00.000 cent of 
the amount
 

exceeding Rs. 50.000
 
where the total income exceeds Rs. ,Rs. 6,300 plus 20

1,000.000 but does not exceed Rs. 150.000. per cent of the 

amount exceeding 
Rs. 100.000; 

where the total income exceeds Rs. 150,000 ". 16.300 • plus

3" per cent of the
 
amiunt.: exceeding
 
Rs. 50. OO0J. 

D. 	 Rate .of bupew xax ior ihe purposes ofdeductio; under sub-section (2) of Section 50- 1. Added by the Finance Ordinance, XXV of 1980.-

On he wrle of the income chargeable under the head "Interest on 2. 
 Part IlI inst. by the Finance Ordinance, 1988.

securities" pai r, non-resident
(i) 	 where suc: :.rson is a company ... the rate applicable
 

to a co.pany;
 
(ii) 	 vhere such person I= not a company ... the rate applicable
 

to 9 resident pernon.
 
no! being 3 company.
 

1. 	 Su . for tie figure ",ZY" by ;.- . "-nce rdinmnce, Xli of 1952. 
2. 	 Words Inst. by t,,e Finanb ,;dinan. tA3. 
3. 	 "-'r.-. ; h h' n c Or.;o ,-se 

tj 



(c) 	 nothing in sub-clauses (a) and (b) shall apply in respect of the 
following goods or class of goods, namely 

2[(/) raw cotton 

(il) 	 rice;PART IV (Mi) rice branI 
A. Notwithstanding anything contained in this Schedule, [except (iv)wheat bran 


clause (c) of the proviso to sub-paragraph (1) of paragraph A of Part I(v) wat brn
 
thereof-	 (v) lamb skin ; 

I1) 	 where the assessee is a co-operative- society, the tax shall be (vi) such other goods as may be notified by the Central Board of 
payable at the rates specified in paragraph A of Part I, or Revenue]
paragraph C of Part ! and paragraph A ot Part I1 of this Schedule The Central Board of Revenue may make rules providing for the 
as if the assessee were a company tu which the first prov;so to computation of profits and the tax attributable to export sa!,;s for the 
paragraph A of the said Part II applied, whichever treatmnt is purposes of sub-clause (a) and for such matters as may be necessary to 
more beneficial to the assessee ; 	 give effect to the provisions of this clause 

(2) where the total income of an assessee includes any profits and [(2-A) where an ssessee,
gains derived from export of good: manufactured in Pakistan ;- (a where en 
 tsoessee.

(a) income tax proitsandgaistax,sbjet if any, thsal, in respect of tis1984 (a) being a of 1984).registeredand the itsCompanies Ordinance,officeard super t payableoterproisins f such 	 (XLVIIcompany underhaving registered in 
profits and gains shall, subject 
e tohe otherypovisons of this Pakistan. repatriates to Pakistan any income chargeable to taxclause be reduced by anmount equal t [fifty] per cent of the under the head *Income from business or prolession' in anyamount of income tax and super tax. if any attrgbutable to the 	 income year which has been derived by it from a constructionsale procEeds of such goods in respect o any
a[or, good
specified) 3[in the eighth Schedule' by an amount equal to such	 work executed by it outside Pakistan, no super tax shall bespecfie) Shedle]payable 	 by it on such incomepercentage of the amount of the income tax and super tax, if
 
any, attributable to the sale proceeds of such goods, as 4tare 
 (b) nc.- oeing a company, who is resident in Pakistan, repatriates in 
specified in that Schedule:] any income year any income earned abioad by way of fees for 

Provided that in the case of a registered firm, super tax payable by it any technical or consultancy servicesequal torenderedthirty per cent of incomehe shall be entitled to arebate outside Pakistan. 
under paragragh C of Part I of this Schedule shall be reduced under this tax or super tax payable on tha income so repatriated o
clause by so much of such amount calculated on the basis of the income 
ta.: payable on its total income under paragraph A of Part ;Zs if it were Provided that
the total income of an unregistered firm as does not excee.l the sai.I (i) such income Is received In Pakistan In accordance with the law 
super tax : for the time being in force for regulating payments and dealings

5 [Provided further that the provision of this clause shall apply to in foreign exchange ; and 
profits and gains derived from the- (Ji) where the assessee is a registered firm, super tax payable by It 

(a) export of vegetable, fresh fruits and cut flowers ; or, 	 shall be raduced by an amount calculated on the basis of the 
against of 	 the total income(b) 	sale, in Pakistan, of goods manufactured in Pakistan an incomean unregisteredtax payablefirmon "asits doestotal income if it werenot exceed the said super tax. 

interr:ational tender, where the contract under which such sale is 
.nade isapproved by the Commissioner, (2-B) No super tax shell be payable by a registered firm in respect of 

as are applicable to profits and gains cerived from the export of goods the income, profits and gains derived by it from the exercise of a profa
gains goods;sion if such income, profits and gains depend wholly or mainly on themanufactured in Pakistan ;professional 	 qualifications of its partners who are prevented by any law 

(Wfl 	 nothing in sub-ciause (a) shall apply to a company which is not for time being in force or by convention or rules or regulations of the 
a domestic company ; and professional association, society or similar body of vehich they are 

members to constitute themselves into a corporate body with a limitea1 
1. 	Words inst. by the Finance Ordinance. 1988. liability which can be registered as a company under the Companie; 
2. 	 Ins. by the Finance Act, VI of 1987. Ordinance, 1984 (XLVII of 1984). unless such profession consists wholly' 

o; other persons or thro3. 	 Words subs. by the Finance Ordinance, 1988. or mainly in the making of contracts on behalf 

4. 	 Words subs. by the Flnnc Ordinance, 1988. 1. Subs. by the Finance Ordinance, 1988. 
5. 	 Proviso insi. by the Finance Ordinance, 1988. 2. Clauses (2-A) and (2-B) ins. by the Finance Ordinance, XXV cf 

1980 (w.o.f. assessment year 1981-82). 
1?R 



givlt oin 
gvntoother persons of 	 connectionwith the making of contracts ;]advice of a commercial nature ~f oncinincome,
(3) 	 where a person, not bei.,q a company, is not resident in Pakistan,tne lax, including super tax payableincome shall be an amount equal to-

by him or on his behalf on his total 
%a) the income tax which would be 	 payable on his total income atthe rate of thirty per cent ot the income taxpayable 	 which wouldon his total income if it were 	 bethe total income of theperson resident in Pakistan. whichever is the greater ; plus
(b) the super tax which would be payable onwere 	 his total income ifitthe total income of the person res'dent in Pakistan :Provided that a iy such person may. on 	the first occasion subsequen,to the thirty-first day of March. 1956. on which he is under this Oidinancor the repealed Act. assessable for any year by notice 	in writing given tcthe Income Tax Officer before the thirtieth day of September in the year olassessment declare (such declaration being finalto all assessments thereafter) 	 and being applicablethat the tax, payable by him or on hisbehalf on his total income shalihbe determined withworld income, and thereupon such 	 reference to his totaltax shall be an amount bearing tothe total amount of tax. which would have beenworld Incone had it been his total 	 payable onincome, the 	 hisle totalsame proportion astotal incoma bears to his total world income: 	 his 

Provided further that where any suchOfficer person satisfies the Income Taxthat he was rrevented by 	 sufficientdeclaration on the first occasion 	
cause :;ore making suchon 	whrch he became assessable and 	hisfailure to make such declaration has notto 	 tax for resulted in reducingany year. the 	 his liabilityapproval of the Income Tax Officer may. withInspecting Assistant 	 the previousCommissioner. allow suchto make the declaration 	 personat any time on or after the expiry of the periodspecified, and such dec.aration shall have effect in relation to !hement for the year in which the declaration is madehas not been completed before such declaration)thereafter ; and 

(if such 
dnd all 

assess-
assessment 
assessment 

ch4a uicn 
Swhere 

chargeable under ffhe head 
t

said income), 'Capital gains'the tax including super (hereinafter referredtax 	 payable by him on to as thehis total 
Income shall be-(a) 	where the said income has arisen as a result of disposal by theassessee of his capital assets after not more than twelve months 

from the date of their acquisition by him-icome tax and super tax payable on the total inuome (including
th"adinoethe said income)(b) 	 where the said income consists of capital gains which hav6 arisenon account of the disposal !-"! assessee of his capitalthe assets 

(i) 	
alter twelve months from the date of their acquisition by him-in the case of a company or a firm registered under(including 	 Section 68a firm treated as a registered firm under sub-clause (i)
of clausa (b) of sub-section (1) of Section 651) 	income tax end super tax o,-able on the total income, as reduced 

by the said income had such reduced income been the total
plus 

(2) 	 income tax at the ofrate twenty-five per cent on the whoeamount of the said income;(ii) 	 in the case of other assessees income ;a payable on(i)the total income, as reduced by the said income had such reduced
income been the total income, plus(2) the amount of the said income as reduced by(i) 	an amount equal to sixty per cent of the 	 amount of the said 
income, or 

(i) five thousand rupees, whichever is the oreaierProvidid that as respects the assessments for t" hirtieth day ooJwe, 	 yeats ending on th1981. income ix and 	Sur taVx; bil, suinc: onote)ther provisions of this Ordinance, be rjayz'ie orn zhe total inrtome aseduced by the said income. 

B. As used in this ScheduL!e.
(1) industrial underaki" nis et 	UP
 

~or commenced in1947. and which ePktnoysPaki,1tati(.itjr or .zfter V~Itrninvo.ves th use o t or tre .n dav 	nf Aua.ust.w h ich is toctr c. ersaz Pakist,,o an.involves themechuse anofica lly rans- or orecr t|I anerdyeectrial energy f.r%en 
an di~tte d or any ,-tner.ocenrated"s n t by~ erhuman or animal agency ; of (ii) the sL C'..-

t d b 
or any other form of 	 .;; a en,"'itenerov wmlzcn isand is not generated by human 

mecharuc ., 	 tflS.?t!1e 
or animal agency ard wrc; 1:,

i engaged in(a) 	the manufacture of goods or materials or the su D ectionor 	 materials to any process, ogoodswhich suostant=aaly changes theiroriginal condition 
(b)ship-building
 

(e) 	 generation, transformation, conversion, transmission or distribuof electrical encrgy,(d) the working of any mine 
or the supply of hydiaulic power ; oroil-well or 
other source 
of 	mineral
() 	 te w rig o ndeposits not being an undertakingie i- el o te oreto which the Fifth o ieaapplies or ;	 Szhedule 

( 	 Ci)any 	other industrial undertaking which may be approved by theCentral Board of Revenue for the purposes of thisclause[(2) "Public company"means
(a) 	a company in which not less than fifty per ce:; of (;1.stiare ar

held by the Government;(b)a company whose shares were the subt:ct o! ,.e.-,rntered stock exchange in Pakistan at ,,'y iit .:urv:, 	
.n d regis
the Incomeyear and remained listed on the stock exc-..,,ige till the close el 

that year; or(c) 
a trust formed by or under any iaw for the time being in ioEZ".gj 

Sub-oaraqranh (2) suDs. by tha Ft:lnce Ordinance. '!%!. .'
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(3) "registered firm" means a firm registered under Section 68 or a 
firm treated as a registered firm under sub-clause (ii) of clause (b) of 
sub-soction (1) of Section 69; 

(4) "taxable income" means the total income of the assesses as '[THE SECOND SCHEDULE 
diminished by an allowance of R3. 1[24.000] ; and [See Section 14(1)] 

(5) "total world income" includes all income, profits and gaiwm PART I 
wherever accruing or arising except any income which is not includible iR 
the total income of an assesses. '.[EXEMPTIONS) FROM TOTAL INCOME 

Incomes. or classes of income, or persons or classes of persons. 
enumerated below, shall be exempt from tax, subject to the condition and 
to the extent specified hereunder 
Agriculturalin.:ome : 

(1) Agricultural income 
3[Provided that. in case an assessee has, in any income year, any

income (orner than the agricultural income) which is chargeable to tax 
(h-reinatter called "chargeable income"), the agricultur:l income shall 
be t" iuded in the total income, so however .hat the tax payable on the 

-.-S f u , b Fchargjeable income shall be an amount which bears that same proportion
I. 	 Subs. for figure '13,000' by the Finance Ordinance, XIV of 1Q8, to tha chargeable income as the tax on the total income bears to the total 

income.] 
Salary income: 

(2) 	 Any income chargeable under the head "Salary" derived by any 
employee of a foreign Government (including a consular or other officer 
or a non-diplomatic representative) as remuneration for services to such 
Government, it

(a) 	 sucn employee is a citizen of the foreign count!y and not a citizen 
of Oakistan ; and 

(b) 	 the services performed by him are of a cheracter similar to those 
performed by employees of the Government of Pakistan :n foreign 
countries ; and 

(c) 	 the foreign Government grants a similar exemption to s.npioyees 
of the Government of Pakistan performing similar services in such 
foreign country. 

(3) Any income chargeable under the head "Salary" received by or 
due to any person (whose contract of service is approved by the Commis
sioner and who is neither a citizen of Pakistan nor was resident in Pakis
tan in any of the four years immediately preceding the year in which he 
arrived in Pakistan) for a period of two years from the date of his arrival 
in Pakistan as remuneration for services rendered by him during such 
period as a professor or a teacher at a recognised university, college, 
srhool or other educational institution in Pakistan 

1. 	 The Second Scheduld subs. by the Finance Ordinanca, XXIV of 
1981. 

2. 	 Subs. for 'Exclusions' by the Finance Ordinance, 1988. 

3. -Proviso added by the Finance Ordinance. 1988. 
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'or Non-Salried Persons TAX ADIUSTMENT INDCLAIM 

FORM OF RETURN OF TOTAL INCOME UNDER THE INCOME TAX ORDINANCE, 1979.(For Resident Non-Salaried Individuals, Unregistered Firms (URFs), Associations of Persons (AGPs) andHindu Undivided Farmilies (HUFs) whose Total Income chargeable to tax is less than Rs. 100,000 derived 
50% or more fronh sources other than salar '.

National Tax NumberYear 

LEIIEWZEz=_mj199-9
Name 1989-90 
(IN BLOCK LE'rERS) 

Address 
(IN BLOCK LETTERS) 

Name of Business 
(IN BLOCK LETTERS) 

BusinessNature of Business Code
(IN BLOCK LET ERS) lor office use only) 

1. I certify that my total income chargeable to income tax during the income year relevant tothe assessment yearl after making legally admissible deductions wis

Rs. and my tax computation is as follows:
 

far nmpuler only 

i) From business/proiession ......................... Code 211 Rs.
 
ii) From property ............................................ 
 Code 231 Rs.iii) From salary where applicable ................... Code 261 Rs.

iv) 
 From other sources .................................... 
 Code 257 _s. 

Total: ........................... Code 999 Rs.
a) Tax due @ 10% of Total income ...... Code 511 Rs.

minus b) Statutory Tax credit ............................ 
 Rs. 3.01 
c) Tax payable (a) - (b) .................... *..... Code 528 ls. 
d) Less: Tax deducted at source ..... Code 531 Rs. 
e) Net Tax Payable/Refundable .......... 
 Code 559 Rs. 

2. I also certify that I have no income chargeable to taxother than the amounts shown 
above.
 

3. I further certify that my last assessed income for-the assessment year .was 
Rs. _ _

4. I attach herewith the required particulars, details and documents, specified overleaf, insupport of the tax deducted or collected under section 50 of the Income Tax Ordinance,
1979. 

5. I request that credit for the tax of Rs. _ deducted at source may be given
against the tax of Rs. _ payable by me; and 

ForAdjuatmnat: Ne tax'of Rs. paid as per Treasury Challan No.dated enclosed herewith may be accepted in full discharge of my tax liability. 
Eor.Refund: Refund of Rs. 

OR 
_ being in excess of my tax liability of Rs.
 

may be allowed to.me.
 
(cross out what is'not applicable) 

Signature 
Identity Card Number 

IT.-[ l-I-Z E IIZ1 IFT.LI-] 2 
............-------------
---- ........
 

A CI(NOWLEDGEM ENT(For office ue only)
The above return has been accepted and this photo copy shall constitute your
assessment order for the assessment yea fli 1989-90 



DIRECTIONS 

'Total Income chargeable to tax" does not include the following; 
a) 	 receipts during the income year relevant to the assessment year1988-89, whin are generally or specifically, tax exempt per see.g. return on investments in the national savings schemer; and 

b) expenses legally admissible.
 

PARTICULARS 
 / DETAILS AND DOCUMENTS REQUIRED FORADJUSTMENT / REFUND OF TAXES DEDUCTED AT SOURCE
UNDER SECTION 50 OF THE INCOME TAX ORDINANCE, 1979.
 
1. c 	 Description' serial 	number andamount of securities held, date-wise amounts uf interest received,and attested photocopies of the documents showing deduction of 

tax at source. 

2. 	 rApma1v Prr ofoToods rde

Details of supplies made or services rendere. 
 with photocopies ofbills issued, Bank branch with account numbers where cheques forpayment were deposited, and attested photocopies of thedocuments showing deduction of tax at source. 

3. 	 Payment for executi'n of contiac !..uZ&5D Details of contractsexecuted and amounts received with photocopies of bills issued,Bank branch with account numbers where cheques for paymentwere deposited and attested photocopies of the documents showing
deduction of tax at source. 

4. 	 Impoi~t ofLLgoodn u/SO (5): Details of bills of entry with description 
and value of goods imported, Bank branch with account numberthrough which wasL.C. opened and imFort documents wereretired, attested pholocopies of challans showing deduction of taxat source aad photocopies of Import Licences obtained. 

5. 	 Motor vehicles u/s 50 (6: Description of motor vehicles (withmake, model and .seating capacity), attested photocopies ofownership entries in registration book and attested photocopies ofdocuments showing deduction of tax at source.. 

6. 	 Public auctiono f ropertjyU._ A) Description and details ofproperty acquired by public auction, total amount paid for the 
property, . and attested photocopies of documents showingdeduction of tax at source. 





Sections 

57. 	 Hours of work to correspond with Notice and Register 
58. 	 Power to require medical examination 
59. Power to make rules 

59-A. Provisions to be in addition to Act XXVII of 1938 

CHAPTER VI 

PENALTIES AND PROCEDURE 

60. 	 Penalty for contravention of Act and rules 
61. 	 Enhanced penalty in certain cases after previous 

conviction I 
62. 	 Penalty for failure to give notice of commencement o 

work or change of manager-
63. 	 Penalty for obstructirg Inspector 
64. 	 Penalty for failure to give notice of accidents 

6m65. 	Penalty for failure to make returns** 

66. 	 Penalty for making or using naked light in vicinity oinflammable material " 

67. 	 Penalty for using false certificate 
68. 	 Penalty on guardian for permitting double employment 

of a child 
59. 	 Penalty for failure to display certain notices 
70. 	 Determination of "occupier" for purposes of th 

Chapter 
71. 	 Exemption of cccupier from liability in certain cases 
72. 	 Presumption as to employment 
73. 	Evidence as to age

74. 	Cognizance of offences 

74. 	 Cogiance of pofencs 
75. 	 Limitation of prosecution 

CHlAPTER N71 
SUPPLEMENTAL 

76. 	 Display of factory notice 
77. 	Power of Provincial Government to make rules 

78. 	 Control of rules made by Local Government 
79. 	 Publication of rules 
90. 	Application to Governme- factories 
81. 	 Protection to personslacting under this Act 

82. 	 [Repealed]"
 
The Schedulc-(Repealed) 


Th t 
Factories Act, 1934 

- (XXVOF 1934) 

[20th Au,&ust, 19341 

An act to consolidate and amend the law regulating labour 
in factories 

Preamble : Whereas it is expedient to consolidate and amend the 
aw regulating labour in factories ; it is hereby enacted as follows: 

CHAPTER 1 
PRELIMINARY 

1. 	 Short title, extent and commencement: (i) This Act may be 
-alled the Factories Act, 1934.

(2) 	 It extends to the whole of Pakistan 

(3) 	 It shall come into force on the 1st day of January, 19J5. 
2. Definitions : In this Act, unless there is anything repugnant in 

he subject or context
(a) 	 "adolescent" means a person who has completed his fifteenth but 

has not completed his seventeenth year ; 
(b) 	 "adult" means a person who has completed his seventeenth 

year ; 
(c) 	 "child" mea . a person who has not completed his fifteenth 

year ;
(d) 	"day" means a period of twenty-four hours beginning at mid

night ; 
(c) 	 "week" means-a period of seven days beginning at raid night on 

Saturday night ; 
(f) 	 "power" means electric energy, and any other form of energy

which is mechanically transmitted and is not generated by human 
nor animal agency I 

(g) 	"manufacturing process" means any process
(i) 	for making, altering, repairing, ornamenting, finishng or 

packing, or otherwise treating any articla or substance with 
a view to its use, sale; transport, delivery or disposal, or 

(ii) for pumping oil, water or sewage, or 
(iii) 	for generating, transforming or transmitting power. 

1. 	 For Statement of Objects.an'o Reasons, see Gazette of India. 1933, Pt. v. pp. 175. 
For Report of Select Committee. see ibid., 1934, Pt. v. pp. 44 and 45. 
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(h1)"worker" means a person employed, 2(directlyagency) whether for wages or not, in any 
or through an 

manufacZuring process,or in cleaning any part of 
or 

the
in any

machinery premises used for a

manufacturing process, or 

incidental other kind of work whatsoever,
to or connected 
process, with the subject o,"the manufacturingbut does not include any personclerical capacity in any room 

solely employed in a 
process is being carried on ; 

or place where no manufacturing 

(j)"factory" means any premises,wherein 3[ten] or more including the precinctsworkers are thereof,working, or workingwereon any day of the preceding twelve months, andwhich a manufacturing process is being carried 
in any part of 

ordinarily carried on on 4[or iswith or without thebut does not include aid of power] 
(Mines Act, 1923 (IV of 

a 
I" 

mine, 
W 

subject 
pe 

to the operation of the 

(k"ahiery" includes all plant heeyerated, trans-formed, transmitted or applied ;immediately(1)"occupier" of factory means the persona who has ultimatecontrol over the affairs of the factory : 
Provided that where the affairs'of a factory are entrusted to a manag-ing agent, such agent shall be deemed t' be the occupier of the factory ;(n,) whether work of the same kind is carried out by two or miore setsof workers working during different periods of the day, each ofsuch sets is called a ';rclay" and the period or periods for whichit works is called a "shift"; and 
(i) "prescribed" means prescribed by rules made by the Provincial 

3. Reference to time of day : Reference to time of day in this Act 
are references to Standard Time which is five 5[xxx] hours ahead
wich Mean Time: of Green-


Provided that for any area, in which Standardobserved the Provincial Government may make Time is ordinarilyrules-
() specifying the area, 
tdcfin trdinarily

%ii)diingthe local observed therein,nmean time ordnrl bevdteen(iii) permitting such time to be observed in all or any of andthe factories 
situated in the area.4. Seasonal fProvidedwhich Seas lfactories:th dexrticluivelyoega (i) For thm purposes of this Act,Inich dno theo ofc a factory,processes,ircsexclusively, manufacture , .namely, cottonottondginng,ginning, cotton cottonthe decortication of groundnuts, ormoof thor focoton-juftrigjute pressing,the manufacture of coffee, indigo, lac. 

rubber, sugar (icluding gur) or tea or any of thesasonal factory : 
aforesaid processes, isProvided that Provincial 

a 
Governmentofflcial Gazette, declare any specifid 

may by notification in the processes are ordinarily carried on 
factory in which manufacturingfor more than onc hundred and eighty 

2. Ins, b the yFactories (Amendmen) Act, XVI of 19733. Sb. Sfor;"twenty- by the Factories (Ame~ndm-.nt) Act. xvt or 1973, S. 2.bencmuiadtoh.Subs, by the Factories (.Rm ndm nt) Act, XVI of 19 3 S. 2 
5. 3.w. rds -and-a -halr'omitted by the FactorieS. 3.6. (Amendment). Act, XVI of 1973, 

l.S.D-7t. Fa'!urics Act, IY34 

working days 
 in the year, not to be a seasonal factory theof this Act. for purposes

(2) The Provincial Government may by notificationGazette, in thedeclare any specified official 
arc ordinarily carried 

factory in which manufacturing processes
days in the year and 

on for more than one hundred and eighty worlingcannot be carriedor at times on except during particular seasondependent on the irregular action of natural forces, to
seasonal factory for the purposes of this Act. 

be a 
5. Power to apply to provisions applicable to factorics to certain otherplaces : (1) The Provincial Governmentofficial Gazette, declare that all 

may by notifization in the
applicable to factories shall apply 

or any of the provisions of the Act 
process is being carried 

to any place wherein a manufacturingon or is ordinarily carriedwithout the use on whether with orof power whenever 6[five] or more workers are workingtherein or have worked therein on any one day of the twelve monthspreceding.
(2) A notification under sub-section (1) may be made in respectone such place or in respect of any class of any

of such places or generally inrespect of all places.Notwithstanding anything contained inclause () orSection 2,a
 
place to which all or any of the provisions of thefactories Act applicableare for the time being --applicable in pursuance 

to 
laration of aunder- sub-section dec(1) shall, toprovisions are so the extent to which suchmade applicable but not otherwise, be deemed to be a
factory.
 

THE FACTORIES (PUNJAB AMENDMENT) ACT, 1940 
After section 5 of the Factories Act,referred to as 1934 (XXV of 1934), (hereinafter

inserted, namely-
the said Act), the following section shall be deemed to be"5-A. Establishmentor extension of certainfactories.-(l) No factoryshall be established or extended for the purpose of carrying on one orof the manufacturingmore processes mentioned in the schedule to thisAct,-or for purposes incidental thereto,the Provincial saveGovernment or such persons wvith permission in writingas it may direct of 

that if an application for such permission has been despatch
the decision of Government 
ed to the prescribed authority by registered post acknowledgmentcommunicated or the prescribed authority due andto the applicant for six months after the date of 

has 
its 

not beenthe applicant shall be regarded as having obtained receipt,
thu permission ; and 

provided further that a factory shall not be considered as extended withinthe meaning of this section merely because of any renewalto existing machinery or appliabes within the of or addition(2) Where an imits prescribed.order rejecting an applicationextension of a factory for the establishment orhas been made by an authority other than theProvincial Government an appeal by the applicant sha I lie to the Provin-
CilGovernment wihnfifteen dasof the datc on 

been communicated to him.
 which zsuch order s 
6.------o
Subs. for "ten" by the Factories (Ameialmeot) Act. XVI of 1973. S.. 4. 

4 
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.- aVELorI¢ Act, .19T4 "tS.75AT 
(3) The Provincial Government may, by notification in the officialGazette, add to or exclude from the schedule the name of any manufactur-

ing process it may deem fit, and such addition or exclusion shall take 
effect as if it had been made by this Act.(4) Any person who contravenes the provisions of sub-section (1)shall be punishable with fine which may extend to 1,000 rupees and inaddition, with fine which may extend to 100 rupees for each day, theperiod during which the contravention continue;." 

Schedule mentioned in section 6-A (1) of FactoriesAct as 
applicable to Punjab 

1. Textile: 

(a) Cotton. 

(b) Woollen. 
2. Glass. 
3. Cement ard allied products.
4. Chemi.,s including medicines. 

5. Hydrogenated oils-edible.and others. 

7. 1 
Hosiery manufacture.

8. Flour mills. 
7. HSel-ry mills . 
9. Steel-rolling mills. 

THE FACTORIES (NORTH-WEF7 FRONTIER PROVINCE 
AMENDMENT) ACT, 1964 

to as the saidsd Act), the following sections deemedreferredreferredAfter sectiontname 5 of the
AvernmentFactories Act, 1934 (Act XXVshallofbe1934) (hereinafterto be 

"6-A. Establishmentor extension of certainfactories.-(1) No factoryshall be established or extended for purposethe of carrying on one or 
more of tue manufacturing possesses ment. oned in the schedule to thisAct, or for purposes incidental thereto save with the permissioL in writingof the Provincial Government or such person or persons as it may direct : 

Provided that if an application for such permission has beed des-
patched to the prescribed autbority by registered post acknowledgement
due and the de,'ision of Government or thebeen communicated to zhe applicant prescribed authority has notfor six months after the date of itsreceipt, the applicant shall be regarded as ha-iing obtained that permission;and provided further that a factory shall not be considered as extendedwithin the meaning of this section merely because of any renewal of oraddition to existing machinery or appliances within the limits prescribed. 

(2) Where anextension order rejecting an application for the establishment orof a factory has been made by an authority other than the 

7. Entry No. 6 "Cotton Ginning and Pressing" omitted in exercise or powers undersub-section (3) of section 5-A, Norn No. 1314-52/604-Dev., 10 June 1962, PunjabGaz.,Pt. 1 20 June 1962. p. 44. 

provincial Government an appeal by the applicant shall lie to the ProvincialGovernment within fifteen days of the dzte on which such order has been
communicated to him, 

(3) The Provincial Government may. by notification in the officialGazette, add to or exclude from the schedule the name of any manufacturing process it may deem fit, and such addition or exclusion shall takeeffect as if it had been made by this Act.(4) Any person who contravenes the provisions of sub-section (1) 
abov: shall on conviction be punishable with fine which may extend to5.000 rupees and in addition, with fine which may extend to 100 rupeestor each day of the period during which the contravention continuesSchedule 'nent:onedin Section 6-A (1) of FactoriesAct as 

applicableto N-W.F.P. 

1. Textile.2. Chemical. 

2. Chetnmial. an resig3. Cotton giing and pressing. 

4. Flour milling.65.Sugar manufacturing. 
6. Tanning.7. Match making. 
S. Fruit and vegetable processing. 
6. Power to declare department to be separate factories: The Pro

vincial Governmentmay, by order in writing, direct that the differentdepartments or brancies of a specified factory shall be treated as separate
factories for all7 or any at the purposes of this Act.•. . Pwer to exempt on a ch',nge in the factory : When the Provincialis satisfied tnat following upon a change of occupier of afactory or n the manufacturing process carried on therein, the numberof workers for the time being working in the fictory is less than twentyand is not likely tobc.twerty or more ,on any day during the ensuing
twelve months, it may by order in writing exempt such factory fromoperation of this Act 
V,__"Provided that any ezxemption so granted shall cease to 'have effecton and after any day on which twenty or more workers work in the 
actory. 

87 Exemption from certan previsions of the Act: The provisions of1ectjon 14. clause (b) of sub-section () of Section 15, Sections. 16, 17, 18,.1, 22, 23, 25 and sub-section (3) of Section 33-Q shall not apply in theirst instance to any factory wherein not more than nineteen workers are'orking or were working on any one day of the twelve months immediately 
'receding :1: Provided that the Provincial Government may, by notification in the.icialGazette, apply all or any of the said provision to any such factory*r any class of such factories]. 

Sec. 7-A Ins. by the Factories (Amendment) Act, XVI or 1973. S. 5. 0 
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8. Power to exempt during public emergency : In any caseeriergency the Provincial Government may. 

of public
Gazette, exempt any factory 

by notification in the official 
from any or allfor such period as it may think fit. of the provisions of this Act9. Notice to Inspector before commencement of work (1) Before 

work is begunt iii any factory after commencement of
fore work is begun in any seasor.al factory each season, the occupier or be.this Act shallsolid to the Inspector a written notice containing-

(a) the name of the factory 'and its situation, 

(b) the address to which communications relating to the factory.
shoulSI be seat,

fa ctory,(c) the nature of the manufacturing processes to be carried on in the 

(d) the nature and amount of the power to be used, 
(e) the name of the person who shall be thefor the purposes of this Act, and 

manaer of the factory 

(f) such other particulrs as may be prescribed for' the purposes of-[(l-A)this Act.Jn respect of all factories which cone within the scope ofthis Act for the first time on the c6mmencement of the Factories (Amend-ment) Ordinance, 1972 (XLI[ of 1972), the occupier shall send a writtennotice to the Inspector containing particulars. specified in sub section (1)within thirty days of such commencement] 
(2) Whenever another person is Appointed asshall send to the Inspector manager the occupier

from the date on 
a written notice of the change, within seven da swhich the new managir assumes charge. .(3) During any period for which no person has been designated asmanager of a factory under this section, or during whichnated does not manage the factory, any person found acting 

the 
as 

person desig-
manager, orif no such person is found, the occupiar himself,manager of the factory for the purpose of this Act.shall be deemed to be the 

T9 

After section 9 of the said Act,-the followiug sections shall beto be inserted, namely :- deemed 

"9-A. Registrationcertificate forcarrying working factory.-(1) Noon one or more of the manufacturing processes mentioned factory
10 schedule to this in theAct or for purposes incidental thereto shall be workedor permitted to be worked by a
tion certificate manager or an
has been granted in respect occupierthereof ; unless the factoryhas been extended after the grant of a 

and if a registraregistration certificate,certificate bas been unless suchendorsed in such manner and subject to such condi-tions as may be prescrided
endorsement 

.or the grant of such a certificate or for anthereon. 
(2) A registration certificate grantedremain in force for under sub-section (1) shallone year from the date of the grant or endorsementand shall be renewable automatically on payment of the prescribed fee." 

9. Sub- sec.(l-A) Ins.by the Factories (Amendment) Act, XVI of 1973. S. 6.10. For Sch:dule See. S. 5-A, on p. 720, ante. 

[S. 9B] Fcctoriec Act, 1934"9-S. Ru"Vs 123Provincial 
Government may, after previous
(a) as to the authority by which, the form in which
publication, make rjlcs-

tions subject to which 
and the condia registration certificate may be granted 

or an endors~m nt made nder sub-section (I)s b s ci n( ) of section 9-Ao eto (b) prescbir. the fce on payment of which a *may ce-tmrted
nted on rene o a 
b r or renewed or an endorsementgration certicate
made undersection 9-A; 

(c)specifying the lins whin which any renewaleteda s a tndi n Orr a of or addition to as . .. . t rys a1n tb e a d
d 
(d)specifying the person or persons to whom authority may be 

de!cgated under section 5-A(l).(2) In making rules th. Provincial Government may prescribe differentextension 

rates of fees for factories r lassified according to the numberemployed in them and IhL nature of goods produced by them." 
of workersTHE FACTORIES (N.-W.F.P. AMDT.) ACT, 1946After section 9 of the said Act the following sections shall be deemed,to be inserted, namelyAct .....


"9- . RegisrationCertificae forA workin o rCarrying on one or more of te manufactringF~ fvctsre m~ o~ normroftemnfcuiaprocesses No factory..schedule to this Act ~ ~~~~iof athlteeo mentionedor for purposes incidental thereto hlpermitted be workedin theshall ewreo or 
certificate 

to be wirked by a manager or an occupier unless a registrationhas been granted in respect thereof; and ifa the factory has.been extended after the grant of a registration certificate unless suchficate has been endorsed factory certi-"in such manner and subject to suchmay be prescribed for the grant of such 
conditions as a certificate or for an endorsement'thereon.;D Tn
rorce(2) A registration certificate granted under sub-section (1) sha!l

year from the date. of thbe grant for reainendorserent and s-al"be renewable automatically on payment of the prescribed fee.
 
9B. Rules: (1) The Provincial Government may,
Publication within after previousin the Official Gazette, make rules relating to all or any of


:he matters n entioned below
(a) as to the authority by whom, the form in which andtions subject to which, the condi.a registration cert:ficate may be granted. 
or an rndorsemTnt made under sub-section (1)the of section 9-A ;(b)Prescribing the fee on .payment of whichmay be granted a registration certificateor renewed or an endorsement made under section
9-A •
 

(c) specifying the limit within meaning
which any renewal of or addition to existing machinery or appliance in a factory shall not be regard6d asextension of a factory within the meaning of section 5-A()ga!ed under(d)specifying the person ; and .section or persons to whom authority may5-A(I). be dele..(2)In making rules the Provincial Government may prescriberates 4ifferentcf fces for factories classified according to the number of wtr'kersemployed ofin them and the nature of goods produced by thel, 

section 

5.A(:) 
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Factories Act, 1934 [Ss. 	 10-12] 

CHAPTER 11 

THE INSPECTING STAFF 


10. Inspector : (1) The Provincial Government may by notification in
the official Gazette. appoint such persons as it thinks fit to be Inspectors
for the purposes of this Act within such local limits it mayas assign tothem respectively, 

(2) The Provincial Government may, by notification as aforesaid,appoint any person to be a Chief Inspector, who shall, in addition to the powers conferred on a Chief Inspector under this Act, exercise the powers
of an Inspector throughout the Provinces. 

(3) No person shall be appointed to be Inspector under sub-section 
(1) 	or a Chief Inspector under sub-section (2) or, having been so appointed,.shall continue to hold office, who i; or.becomes directly or indirectly interested in a factory or in any process or business carried on therein or in any patent or machinery connected therewith. 

(4) Every Distri'ct Magistratb shall be-an Inspector for his district. 
(5) The Provincial Government may also, by notification as aforesaid.appoint such public officers as it thinks fit to be additional Inspectors for

all or any of the purposes of the Act, within such local limits as it may
assign to them respectively. 

(6) In any area where there are more Inspectors than one the Provin-
cial Government may, by notification as aforesaid declare the powers
which such Inspectors shall respectively execise, and the Inspector
whom the prescribed notices are to be sent. 

to 

(7) Every Chief Inspector and Inspectors shall be deemed to be a
public servant.within the meaning of the Pakistan PLial Code (XLV of1860) and shall be o.5icially subordinate to such authority as the Provin-
cial Government may pecify ia this behalf. 

11. Powers of Inspector : Subject to any rules made by the Provincial
Government in this behalf, an Inspector may, within the local limits forwhich he is appointed,--

. ... su ""if any), being persons in the service ofsu'a
the State or of any mufiicipal or other public 'authority, as hethinks fit, any place which is, or which he has reason to believe 
to be, used as a factory or capable of being declared to be a fac-
tory under provisions of Section 5; 

(b) 	 make such examination of the premises and plant and cf any
presciibed registers, and take on the spot or such evidence of persons as he may deem otherwise necessary for carrying out the 
purposes of this Ac ; and 

(c) 	 exercise suh other powers as may be necessary for carrying out
the purposes of this Act : 

Provided that no one shall be required under this section to answer 
any r, 'estion or give any evidence tending to criminate himself. 

12. Certifying surgeons: (1) The Provincia Goernraient may appoint
such registered medical practitioners 
as it thinks fit to be certifying surgeonsfor the purposes of this Act within such local limits as it may assign to 
them respectively. 

(2) A certifying surgeon may authorise any registered medical prac-
titioner to exercise any o f his powers under this A ct: 

[3; 	13-141 Factories Act, 1934 

.. 	 Provided that a certificate of fitness for employment granted by su-h 
5 tborised practitioner shall be valid for a eeriod If tlree monthsLA 	 only,tt is confirmed by the certifying sur-on himself after examination 
ofthe person concerned. 

Explanation In this sction a "registered medical practitioner" 
means any person registered 12[xxxl under any
or aly Provincial Legislature providing for the maintenance of a register of 
medical practitioners, and includes, in 	 any area where no such register ismaintained, any person declared by the Provincial Government by notification in the official Gazette to be a regtistered medical practitioner for 
the purpose of this section. 

33CHAPTER III 
HEALTH AND SAFETY 

13. Cleanliness : (I) Every factory shall be kept clean and free fromcfrluv'a arising from any drain, privy or other nuisance, and in parti. 

(a) 	accumulation of dirt and refuse shall be removed daily by sweep
ing or by any other effective method from the floors and benches
of work-rooms and from stair-cases and disposed of in a suitable 
manner ; 

(b) the floor of every work.room shall be cleaned at least once in 
every week by washing, using disinfectant where necessary or
by some other effective method; 

(c) where the floor is liable to become wet in the course of any manu
facturing process to such extent as is capable of being drained,
effective means of drainage shall be 	provided and maincained ;

(d) 	all inside walls and partitions, all ceilings, or tops of rooms,
and walls, sides and tops or passages and stair-cases shall

i) where they are painted or varnished, by repainted or revarnished at
least once in every five years ;

(ith)I here they arc painted or varnished and have smooth impervious 
he cleaned :t.srfaces, hc leanet c.t once in ev;:ry fourteen months, by.	 such'methods as may be prescribediii) 	 in any other case, kept whiterwashed or colour-washed and the 

1,J" white-washing or colour.washing shall be carried ou. at least 
once in every fourteen1 months ; and 

(e) the dates on which the processes required by clause (d) are carried 
.: out shall be entered in the prescribed register.

,i'2) If, in view of the nature of the operations carried on in a factory
tis not Possible fc r the occupier to comply with all or any of the provi

"ttnOf sub-section (1), the Provincial Goiernment may, by an order,
nept Such factory or class or description of factories from any of tbc 

Ofinthat lS'bsection and specify alte-native methods for keepingat 
-inacC ste
 

i Disposalfatyorte: and effluents : (d)
b~~~~~~~e~. astes of Effective arrangements shallad' 	 in every factory for the disposal of Wats. nv	 nd ef u ts ue o
atiufacturirg process carried on therein. 

.. 	 CentainWords omitted by the Federal L " " :!-. VII of 1981. 
: 	 -wPie- 13IIdub.bbme7ndmthe bour ent) n•i 

-4-19. 	 Law (ReiinadDcarto)OdnnAo rdin c . I Sus" yteLbu Law (..... Odiane. IX or" 197. _. ' 



(v. 	 (c) directing prescribed test for determining the hu'midity of the air 
(2)The Provincial Government may make rules prescribing th,.. to be correctly carried out and recorded ; and 

arrangements to be made under sub-section (1)or requiring th3t th.: 
arrangements mL.-;e in accordance with that sub-section shall be subject ,- (d) prescribing methods to be adopted for securing adequate venti
to the approval of such authority as may be prescribed. " -'- lation and cooling of the air in the work-rooms. 

15.. Ventilation and temperature : (I) Effective and suitable provi. 
sions shall be made in every factory for securing and maintaining in every 
work-room- "supply,wofok-room-

(o) 	 adequate ventilation by the circulation of fresh air, and 

(b) 	 such temperature as will secure to workers therein reasonabl:e 
conditions of comfort and prevent injuryto health, and in patti
cular-

(i) 	the walls and roofs sh-..A be of such material and so designed 

creascd, the water used for the purpose 
or other :ource of drinking water,soused.-.
Wre it is sou 

-!.-- appears that(3) If it to an Inspector
ncreasing humidity which is required to 

sub-scction (2) is not effectively purified,
of the factory an order in writing specifying 
6pinion, should be adopted, and requiring 

that such temperature shall not be exceeded but kept as Io) aspecified date. 
as practicabla ; .-".: 

(ti)where the nature of the work carried on in the factory involves, 
or is likely to involve, the production of excessively high ten. 
perature, such adequate measures as are practicable shall b: 
•taken to protect the workers therefrom by separating the process 
which produces such temperature from tue work-room by insula. 

*ting the hot parts or by other effective means. 
(2) The Provincial Government may prescribe a standard of adequalt 

ventilation and reasonable temperature for any factory or class or des. 
cription of factories or parts thereof and 'direct that a thermometer shall 
be provided and maintained in such place and position as may b. 
specified. 

(3) 	 If it appears to the Provincial Government that in any factory or 
class or description of factories excessively high t-mperature can b: floor of the room. 
r-duced by such methods as white-washing, spraying or insulting and 
screening outside walls or roofs or windows, or by raising the level of the (3) If the Chief Inspector by order in writing so requires, there shall 
roof, or by insulating the roof either by an air space and i ouble roof or by be posted in each work-room of a factory a notice specifyi~g the maximum 
the use 'of insulating rocf materials, by other method. it may prescribe number of workers who may in compliance with the provisions oF this sec-
Luch of these or other r-icthods to be adopted in the factory. tion be employed in the room. 

16. Dust and fume : (1) In every factory which, by reason of the manu, . 4 ) The Chief Inspector may, by order inwriting, exempt, subject to 
facturing process carried on, there is given off any dust or fume or omhe r such ronditions' as he may think fit to impose, any work-room from the 
impurity of such a nature and to such' extent as is likely to be injurious provisions of thissection if he is satisfied that compliance therewith in 
or offensive to the workers employed therein, effective measures slall b: Ispect of such room is not necessary for the purpose of health of the 
taken to prevent its accumulation in any work-room and its inhalation k .orkers employed therein. 
workers and if any exhaust appliance is necessary for this puirpose, it shall-..:19  Lighting : (I) In every part of a factory where workers are work
be applied es near as possible to the point of origin of the- dust, fum, 
or other impurity, and such point shall be enclosed so far as possible. 

(2) In any factory no stationary internal combustion engine shat 
be operated unless the exh3ust is conducted into open air and exhau:1 
pipes are insulated to prevent scalding and radiation heat, and no in 
ternal combustion engine shall be operated in any room unless effecti'.. 
measures have been taken to prevent such accumulation of fumes there
from as ai-elikely to be injurious to the workers employed in the work 
room. 

17. Artificial humidification :- (1) -The Provincial Government rn2Y, 
"..pc.t, aol. fact=:--e n v,,,;,-h humidi'Y of the air : ar ficiallv in 

(a)prescribing,,standardsof humidification ;'V(3) 
(a) rescibin stadardof umidficaion 

kb) regulating the methods used for artificially increasing the-huO01' 
ditv of the air 

'..(2) In any factory iv which the humiiLty of the air is ar -:ly in
shall be taken from a public 
or shall be effectively purified 

the 	water u.ed in a factory fo'r 
be 	 effectively purified under 

he may serve on the Manager 
the measures which, in. his 
them to be carried out before 

I. Overcrowding: (I) No work-room in-any factory shall be 
overcrowding to an extent injurious to the health of the workers employed 
therein. 
.z.(2) Without prejudice to the generality of the provisions of sub-section 
(I) there shall be provided for every worker employed in a workroom

(a) 	 at least three hundred and fifty cubic feet of space in the case 
of a tactory in existence on the date of the commencement of .the 

'- Labour Las (Amendment) Ordinance, 1972 ; and 
(b) 	 at least five hundred cubic feet of.s.pace in the case of a factory

built after the commencement of thec Labour Laws (Amendment) 
ti.. Ordinance, 1972. 

Explanation : For the purpose of this sub-section nl account shall be 
tak.en of a space which is more than fourteen feet above the level of the 

wugor passing, there shall be provided and maintained

-4: (a) sufficient and suitable lighting, natural or artificial or both; and 
-eW 

(b) 	 emergency lighting of special points in work-room and passages 
-	 to function automatically in case of a failure of the ordinary 
: electric system.
(2)inevery factory all glazed windows and sky-lights used for the 

light;Dg of the work-room shall be kept clean on both the outer and inner 
"rfaces and free from observation as far as possible under the rules framed 
fder sub-seci'tn (3) of Scrtion 15. • 

In every factory effective provisions shall, so tar as is practi.ablu, 
a. 	 for the prevention of



UJrectly fIrom any sourceasa&smoothcit uror Polished surface; and of light or by reflection fr( 
(b) 	 !he formation of shadows to such an extent as to cause eye strior risk of accident to any worker. 

(4) 	 The Provincial Government may prescribe standards of sucieand suitable lighting for factories or for any class or dccription of fatories or for any manufacturing process, 

20. Drinking Water : (1) Inshall be made to and 
every factory effective arrangemenprovide maintain at suitable points convenientsituated for all workers employed thereindrinking water. 	 a sufficient supply of wholeson 

(2) All such points shall be legibly marked "Dr' "rg Water"language undersood by the majority of the workers 
in 

no such point shabe 	 situated within twenty feet of any washing place, urinal or latrinunless a shorter distance is approved in writing by the Chief Inspector.
(3) 	 In every factory wherein mo-e than two hundred and fifty workel 

are ordinarily employed, provision shall be made for cooling the drinkinwaduring the hot weather by effective means and for distribution the 

(a) 	the daily renewal of water if not laid on; and 
(b) 	a sufficient number of cups or other drinking vessels, unless twater is being delivered in an upward jet,

(4) 	 The Provincial Government may. in respect of all factories or aiclass or description of factories; make rules for securing compliance w*i 
the provisions of this section. 

Latr,;ncs and urinals :(I) In every factory-
(a) 	 sufficient latrines :,nd urinals of prescribed types shall b'e provid(

conveniently situated and accessible to workers at all times whi 
they are -in the factory; 

(b) 	 caclc;ed latrine: .. d urinals shall be provided separately for ma
and female workers; 

(C) such latrines and uricals shall be adequately lighted and ventili 
ted nud no latrine and urinal shall, unless special!y exempted iwriting by the Chief Inspector, communicate. with any worl 
room except through an intervening open space or ventilatepassage p(c) 

(d) 	 all such latrines and urinal; shall besanitary at maintained in cleancondition 	 a anall 	 times with suitable detergents ot disin
fectants or with both; 

(e) 	the floors and internal walls of the latrines and urinals and tlisanitary blocks shall, up to a height of three feet, be 	 finished v
provide a smooth polished impervious surface; and 

(f) 	 washing facilities sball be provided near every sanitary con-

venience.152-.WlaeOfcr:It
(2) 	 The Provincial Government may prescribe the number of 	 latrineand urinals to be provided in any factory in proportion to the number 0 

male and female workers ordinarily employed' therein -and such furtbematters in respect of sanitation in the factories as it rnRv deem fit,--------... li ,;iy Vtory there shall be provided, atplaces, a sufficient.nient number of spittoons which shall be maintaindcin a clean and hygienic condition. 

(2) 	 The Provincial Government may make rulesand the- number spitoons 	 -prescribing the typeof to be provided and their location in any
factory and such further matters as may be deemcd necessary relating totheir maintenance in a clean and hygienic condition. 

(3) No person shall spit within the premises of a facfory except in thespitoons provded thefor purpose. A notice containing this provisionand the penalty for its violation shall be prominently displayed at suitable 
places in the premises.

(4) Whosoever spits in cor.travention of sub-iection (3) shall bepunishable with a fine not exceeding two rupees.23. Precautions against contagious or infectious disease : (I) Eachworker in a factory shall be provided with a'Hygiene Card' in whichduring the 1 3[months of January and July every year entries] shal! be recorded after examination by appointed factory doctor to the effect that theworker is not suffering from any contagious or infectious disease. The feeof such an examination shall be fixed by the Provincial Government and 
will be borne by the occupier or manager of tht; factory.

(2)tious diseaseIf a workeron an examinationis found to beundersuffering
sub-sectionfrom any

(1). 
contagious or infec
he shall not be ap

pointed on work till he is declared free of s'-ch a disease. 
14[23 A. Cormpulsory vaccination and inoculation : Each worker iafactory shall be vaccinated and inoculated against such 	

a 
diseases and atsuch intervals as may be prescribed. The expenses, if any, of suchvaccination and inoculation shall be borne by the occupier -or manager of 

the factory]. 
24. Power to make rules for the provision of canteens : (I) The 

Provincial Government may make fifty thatworkers any specifiedfactory wherein more than two hundred and 
employed, an adequate canteen shall be 

rules requiring in are ordinarily 

provided for the use ofeworers.the workers. 
(2) Without prejudice to the generality of the foregoing power,rules may provide for-	 buch 
(a) 	 the de by which such canteen shall be povided; 

(b) 	 the standards in respect of construction, accommcd-tz;o-, furni
ture and other equipment of he canteen;

the foodstuffs to be.served therein 
 and the charrles which may be 
made therefor;

(d) 	representation of the workmen in the management of the 
canteens; 

(e) 	enabling, subject to such conditions, if any, as may be specified,tIat power to make rules under clause (c) to. be exercised also by
the Chief Inspector.

'[24A. Welfare Officers: In every factory wherein not less than
vyfatrwhrinolsshn

ie hundred workers are ordinarily employed, the occupier or manager shall
mploy such number of welfare officers, having such qualifications, toerform such and such andduties on terms conditions as may be 
rescribed]. 

I' 	 uas. ly the I-actories (Amendmc1Lt Act, X.i oA'"7'. S.4. 	 Sec. 23-A Ins. by the Factories (Amendment) Act, XVI of 1973, Sec. 8.5. Sec. 24-A Ins. by the Factories (Amendment) Act, XVI of 1973, S. Y. 

v 
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25. Precautions in case of fire : (1)Every factory shall be provided

with such means of escape in case of fire as may be vrescribed. 


(c)If it appears to the Inspector that any factory is not provideu with 
the means of escape prescribed under sub-section (I) he may serve on the
manager of the factory an order in writing specifying the measure whicil
should be adopted before a date specified in the order. 


(3) In every factory the doors affording exit from any room shall not

be locked or fastened so that they can be easily and .mmediately opened

from inside while person within the room,any is and all such doors,
unless they are of the sliding type, shall be constructed to open outwards 
cr where the door is between two rooms, in the direction of the nearest
exit from the building and such door shall not be locked or obstructed
while work is being carried on in the room and shall at all times be kept
free from any obstruction. 

(4) In every factory every window, door or other exit affording means 

of escape in case of fire, other than means of exit in ordinary use, shall be

distinctively marked in a-langage understood by the majority of the wor-

kers and in red letters of adequate size or by. some other effective and 


(5) In every factory there shall be provided effective and clearly
audible means of givingar te sale oied efe anslely 
menwfgvn personaudible~~ ~arning in case of fire to every emplo~edona.

therein. 
(6)fre pssage-way giving access to each means of escape in case(6) A frce pa 

of tire shall b: maintained for the use of all workers in every room of the 
factory. 


(7) In anery a wherein more than ten workers are ordinarily: 
employed in any place above the ground floor, or explosive or highly
inflammable materials are or stored, effective takenused measures shall beto ensure that all the workers are familiar with the means of escape in 
case of fire and have been adequately trained in the routine to be followed 
in such case. 

(8) The Provinc*al Govznrccnt may make rules prescribing in respectany 
factory, fire nature and amount of fre-fightinaoflto be provided incase ofL[de'umtoand the h en 

apparatus to be provided and maintened. aftrained 
aat te prov aninery. •been 

2, Fencing of machinery: (I) In- ery factory the following shall 
be securely fenced by the safeguards of subsitial construction which shall 
be kept in position while the parts of machinel* required to be fenced are 
in motion or in ust;, namely- .:.-13; 

(a)every moving part of a prime mover, andl every fly-wheel con-...neted to a prime mover 
 fy eto
nectd toa prme mver 

(b)the headrace and tailrace of every water wheel and water turbine 
art a ~ ~ rjcsbynlathe~~~~~~brwih ~ ~ ~ ; n ba tc fa(3)e 

("in.*.::s !hey. rc ii such Pos,:icn or of such con..Zz,,o, as i, bo 
as "af'.ev r ,isosl empl,.yed :a '.lie they would be,Actory asif sthey c eurly fen cd ie a 

ifvthy pa elecrey fened r aertr 
(i) every part of an electric generator, a motor or rotary convertor;• 

(ii) every part of transmission machinery ; and 

[Ss. 27-28) Factories Act, 1934 131 

(iii) every dangerous part of any machinery
" 
 that, in the case of danzrous parts of machinery that cannot 

be securely fenced by reason of. the nature of op-ratiL ., such fencing 

.a be substituted by other adequate measure;, such as
() devices automatically preventing the operation from coming into 

contact with the dangerous parts ; and 
(ii) automatic stopping devices 
Provided further that, for the pur:e o determining whether any

part of machinery is in such position or is of such construction as to be
safe as aforesaid, account shall not be tak.-n of any occasion whien it being
necessary to make an examination of the machinery while it is in motion 
or, as a result of such examinatio:n, to carry out any mounting or shipping
of belts lubrication or other adjusting operation while the machinery is in 
motion, such examination or operation is made or carried o-it in 
accordance with the provisions of Section 27. 

(2) Without prejudice to any other provisions of this Act relating
to the fencing of machinery, every set screw,shaft, spindle wheel or p;nion and all spur, 

bolt and key on any revolving 
worm and other toothed orfriction gearing in motion with which such worker should otherwise beliable to come into contract, shall be securely fenced to prevent such 

ontact.
 
be Government theexempt, subject to such condi-any.ions(3)a)sThe Provincial may imposed, for securingmay safety of the workers, 

icusa mahbe os or scr the safetof thparticular machinery or part from the provisions of this section.or , 

(4) The Provinial Government may, by rules, prescribe such further 
precautions as it may consider necessary in respect of any particular 
.machinery or part thereof. 
-.
 - 27. Worm on or near machinery in motion " (1) Where in any
factory it becomes necessary to cxaminc any part of machinery referred 
to in Section 26 while tile machinery is in motion, or as a result of such 
examination to carry out aiy mounting or shipping of belts, lubrication or 
other adjusting operation while the machinery is incarie outn e.xamior opertio shal mad oreois motion, byscapeillsuchation or operation shall e made or carrie out only by a speciallyadult male worker wearing tight fitting clothing whose name hasrecorded in the register prescribed in this behalf and while he is so 
engaged, such worker shall not hand la belt at a moving pulley unless the 

'.belt is less than six inches in width and unless the belt joint is either lacedor flush with the belt.
 
i oonl(2) No woman or 
 child shall be allowed in any factory to clean,elubricate or adjust any part of machinery while that part is in motion, or.c2


vork between moving parts or between fixed and moving parts of anymachinery whialh is in motion. 
;.-(3The P inciaionm 

The Provincial Government may, by notification in the official 
azette, prohibit in any specified factory or class or description of 
citories the cleaning, lubricating or adjusting by any person, of specified

J-t O, machinery when those part: are inrotion. 
.,u ,28, Employment of young persons on dangerous machines : (1) No 

child or adolescent] shall work at any machine unless he has been fully 
-
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19[33-A. Hoists and lifts (1) In every factory.-
(a) 	every hoist and lift shall be-

mat"ria.6r 
(W of god mechanica construction, sound mri-! and adequate 

strength ; 
(i) 	 properly maintained, and shall be thoroughly examined by a 

competent person authorised by the Chief Inspector in this 
behalf at least once in every period of six months, and a 
register shall be kept containing the prescribed particularsto 	the Chief Inspector •of every such examination of which a copy shall be forwarded 

to thehiefInspcrthe 
(b) 	 every hoistway and liftway shall be sufficiently protected by an 

enclosure fitted with gates, and the hoist or lift and every such
enclosure shall be so corrstructed as to prevent any person or thing
from being trapped between any part of the hoist o1r lift and any 
fixed structure or moving part on

(c) the maximum safe working load shall be plainly marked on everyhoist or lift, and no load greater than such load shall be carried 
-thereon " 

(d) 	the cage of every hoist or-lift, used for carrying persons shall be
fitted with a gate on each side from which access is afforded to a 
landing ; 

(e) every gate referred toin clause (b) or clause (d) shall be fitted
with interlocking or other sufficient device to secure that the gate
cannot be opened except when the cage is at the landing and t-at 
the cage cannot be moved unless the gate is closed. 

(2) The following additional requirements shall apply to hoists andlifts used for carrying persons and irstalled or reconstructed in a factoryafter the commencement of the Labour Laws (Amendment) Ordinance,1972, namely 

(a) 	Where the cage is supported by rope or chain there shall be at
least two ropes or chains sepa'ately connected with the cage and
balance weight, and each rope or chain with its attachments shall
be capable of carrying the whole weight of the cage together with 
its minimun load ; 

(b) 	 efficient devices shall be provided and maintained capable of sup'"as
porting the cage together with its maximum load in the event of
breakage of the ropes, chains or attachments ; 

(c) an efficient automatic device shall be provided and maintained to 
prevent the cage from over-running. 

(3) The Chief Inspector may permit the continued use of a hoist or 
lift installed in a factory before the commencement of this Ordinancc
which does not fully comply with the provisions of sub-section (1) upoo
such conditions for ensuring safety as he may think fit to imposc. 

(4) The Provincial Government may. if in respect of class or descrip"tion of hoist or lift, it is of opinion that it would be unreasonable to enf0"rce any requirement of sub-sections (1) and (2). by order direct that such;:requirement shall not apply to such class or description of hoist or lift. 

,7n . -. : . t l o . k =- , , . ( m n 1 , n ' k ' . 7 t r 1 4 

.:3-1. Revolving machinery : (I) In every room in a factory in which 
the process of grinding is carried on there shall be premanently affixed toplaced near. each machine in use a nntice indicatirig !h' maximUm safe.,,rting peripheral speed of eery grind stone or abrasive wheel, the speed 
of he shaft or spindle upon whizi the wheel is mounted and the diameter 
of the pulley upon such shaft or spindle necessary to secure such safeworking peripheral speed. 

.. (2) The speeds indicated n the notice under sub-sec. (I) hall not be
exceeded. 

aewrig measures shall be taken factory to ensure that(3) Effective esrssalb ae inneeyfcoytevery nueta 
safe working peripherLI speed of every revolving vessel, cage basket,fly-wheel, pulley, disc or similar appliance driven by power is not

exceeded. 
33-C. Pressure Plant (I) If in any factory any part of the plant or

machinery used in a manufacturing process is operated aL a pressure above 
atmospheric pressure, effective measure shall be taken to ensure that safeworking pressure of such part is not exceeded.(2) The Provincial Government may make rules providing for evami
nation and testing of any plant or machinery such as is referred to in sub. 
section (1) and prescribing such other safet measures in relation thereto
 
as may. in its Opinion, be necessary in any factory or class or description

Offactories..
 
-33-D.. Floors, stairs and means of access : In every factory

( all floors, stairs, passags and gangways shall be of sound const
- ruction and properly maintained and where it is necessary to en

sure safety, steps, ladders, passages and gangways shall be provided 
:1b, With substantial handrails 

X b) there shall so far as is reasonably practicable be p:ovided and 
, maintained safe means of access to every place at which a p

son 	is at any time required to work 

.i.r (c) all places of work from which a worker may be liable to fall a

.|an..distance exceeding three feet aud six inches shall be providd vith

"azi. fencing or other suitable safeguards ; and


(d) adequate provision shall be made for the drainage of floors in wet 
ttr--	 processes and for the use of slatted stands and platforms.

33-E. Pits. sumps, opening in floors, etc. : In every facto, e f
d'Vessel su2p," ank pit or ope-n-i . th run r. or , every fixt6!e,€ det,Of itof its depth, o, groun a floor %hich bySuaon situation,r const, uctioinin theor conterts,or isi or may be a sou
. of danger, shall be either covered-ecurely or securely f enaed. 

ere( ) 	 The Provincial Gavernment may, by order in writing exempftiject to such c in s beipsd y r clastio es-
Iltion of factories in respect of any vessel sumank opc ritor o-a

"tplianc th ,t Pon icm ,nsan pite u or openingc 
e w e igosin : of s onith 


.cslory o ciftt (I) No person shall be employed in any
i 	 ft, carry or move any load so heavyl yo 
n.a se(2) The Provincial Government may n ake rules prescribing the maxiwhich may be lifted, or moved by adult,en,weightsadolescents and children employedcarried n0e2in adult men,factories or in carrying on 

in SPecified T.roces. 
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of any manufacturing process carried on in any factory, by rules require

-that effective screens or suitable goggles shall be provided for the protec-
tion of persons employc.l on, or in the immediate, vicinity of, a procees 
which involves-

(a) risk of injury to the eyes from particles or fracm.nts thrown o
in the course of the process, or 

(b) 	 risk to the eyes by reason of exposure to excessive light or heat, 

33-H. Powers to require specifications of defective parts or tests of 

stability : If-it appears to the Inspector thtt any building or any part of 

the ways, machinery or plant in a factory, is in such a condition that it 

may be dangerous to human life or safety, he may serve on the Manager of 

the factory an order in writing, requiring him before a specified date-


(o) to furnish such drawings, specifications and other particulars 
as may be necessary to dit'ermine whether such building, ways,
machinery or plant can be used with safety, or 

(b) to carry out such tests as may be necessary to determine the
strength or quality of any specified parts and to inform the 
Inspector of the results thereof. •.. 

33-I. "Safety of building, machinery and manufacturing process: (I) 
aesa andmnufnacr 


If it appears to the Inspector that any building or part of a build-

ing or any part of the ways, machinery or plant or manufacturing 

process in a ft.ctory is in such a condition that it is dangerous to human 

health or safety,, he may serve on the Manager of the fNctory an 

order in writing specifying the measures which, in his 'opinion, should be 

adopted, and requiring them to be carried out before a specified date. 


(2) If it appears to the Chief Inspector that the requisitions mad: 

under sub-section (1) are not satisfactorily fulfilled thereby involving Cx. 

posure of workers to serious hazards, he may serve on the Manager of 

the factory an order in writing, containing a statement of the grounds 

of his opinion, prohibiting until the danger is removed, the employment, 

in or about the factory or part thereof, of any person whose employment 

is not in his opinion reasonably necessary for the puPose of removing 

the danger. 


(3) If it appears to the Irspector that the use of any building on part.
of a building or of any part of the ways, machinery or plant or manufac*ersons 
turing process in a factory involves imminent danger to human health or' 
safety he may serve on the Manager of factory an order in writing prohi 
biting, until the danger is removed, the employment, in or about thC 
factory or part thereof, of any person whose employment is not in b 
opinion reasonably necessasy for the purpose of removing the danger. 

(4) Nothing in sub-section (2) or (3) shall be deemed to effect tl
 
continuous in the employment of thet factory of a person whose emplo

ment io or about the factory or part thereof is prohibited under that su
sction, 

33-J. powers to make rules to supplement tris Chapter : The pri3;ncial 	 CGovernment may make rules requiring that-

(1) In any factory or in any class or description of factories, suJ 
further devices and measures for securing the safety of the persons enl 
loyed therein as it may deem necessary shall be adopted ; and 

-- KrTrYurKon a manufacturing process' carried on with the aid of power shall not begun in any building or part of a building erected or 
taken into use as a factory hntil a certificate of stability in the prescribed 
form and signed by a person possessing the prescribed qualifications hzs 
been sent to the Chief Inspector. 

33-K. Precautions against dangerous fumes (1) In any factory no person shall enter or be permitted to enter any chamber, tank. vat, pit,pipe, flue or otber confined space in which dangerous fumcs are likely to bc 
present to such an extent as to involve risk of persons being overcome 

thereby, unless it is provl-:d with a manhole of adequate size or other 
effective means of egress. 

(2) No portable electric light of voltage exceeding -twenty-four volts 
shall be permitted in any factory for uie inside any confined space such 
as is referred to in sub-sectior. (1) and, where the fumes present are 

likely to be inflamm:ible, a lamp or light other than of flame proof cons
truction shall be permitted to be used in such confined space. 

(3) No person in any factory shall enter or be permitted to enter 
any confined space such as is referred to in sub-section (1) until all prac
ticable measures have been taken to remove any fumes which may bepresent and to prevent ingress of fumes and unless either

(a) a certificate in writing has been given by a competent person,
based on a test carried out by himself, that the space is free 
fo agru ue n i o esn oetr;ofrom dangerous fumes and fit for persons to enter, or 

(b) 	 the worker is wearing suitable breathing apparatus and a 
belt securely attached to a rope, the free end of which held by a 
person standing outside the confined space. 

(4) Suitable breathing apparatus, reviving apparatus and belts and 

ropes shall in every factory be kept ready for instant use beside any 
such confined space as aforesaid which any person has ente:d, and all 
such apparatus shall be periodically examined and certified by a corn
petent person to be fit for use and a sufficient number of persons emp
loyed in every factory shall be trained and practised in the use of all 
such apparatus and in the method of restoring respiration. 

(5) No person shall be permitted to enter in any factory, any 
boiler furnace, boiler, flue, chamber tank, vat, pipe or other confined 
space for the purpose of working or making any examination therein until 
it has been sufficiently cooled by ventilation or otherwise to be safe for 

to enter 
. 
.:. 	 (6) The Provincial Government may make rules prescribi.d the niaxi
mum dimensions of the manholes referred to in sub-section (1) and may, 
by order in writing, exempt, subject to such conditions as it may think 
fit to impose, any factory or class or description of factories from compli:ance 	with any of the provisions of this section. 

. 33-L. Explosive of inflammable dust. gas, etc. : (I) Wher. in an, 
. fzctory any manufacturing process produces dust, gas, fumes or vapour ofsuch character and to such extent as to be likely to explode an ignition, allpracticable measures shall be ia"er to prevent any such explosion by

(a) 	effective enclosure of the plant or machinery used in the process 
(b) removal or prevention of the accumulation of such dust, gas, 

fume or vapour 

(c) exclusion or effective enclosure of all possible sources of ignition. 
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as is referred to in sub-section (1) is not so constructed as to withstand theprobable pressure which such an explosion as aforesaid would produce.
ail practicable measures shall 

(2) 	 Where in any factory the plant or machinery used in a process such 

be 	 taken to restrict the spread and effect;of the explosion by the provision in 	 the p1-nt or machinery of chokes,baffics, vents or other effective appliances. 
(3) 	 Where any part of the plant or machinery in a factory contains anyexplosive or inflammable gas or vapour under pressure greater than atmos-pheric pressure, that part shall not be opened except in accordance with 

the following provisions, namely :
(a) 	 before the fastening of any joint of 	 any pipe connected with thepart of the fastening of the cover of any opening into the partis loosened, any flow of the gas or vapour into the part or anysuch pipe shall be effectively stopped by a stop-valve or other 

means "represeuting
(b) 	 before any such fastening as aforesaid is removed all practicablemeasures shall be taken to reduce the pressure of the gas orasurin the part or pipe to atmospheric pressure ;vapour iappeal,
(c) 	 where any such fastening as aforesaid bas been lo6'sened orremoved. effective measures shall be taken to prevent any explo-sive or inflammable gas or vapour from entering the 	part or pipeuntil the fastening has been secured, or, as the case may be, secu-rlrleAuthority 

Provided that the provisions of.the sub-section shall not apply in the case of plant or machinery installed in the open air. 
(4) Nc plant. tank or vessel whichexplosive or inflammable substance shall 

contains or has cc:,tained -anybe subjected in any factory to anywelding, brazing, soldering or cutting operation whi7h involves the appli-cation of heat or to any drilling or other operatioi 'which is likely tocreate heat or sparks, unless adequate measures have first been takenremove such substance and any 	
to

fumes arising therefrom or to rendersuch substance and fumes--non-inflammable, and no such substance shallbe allowed to enter such plant. tank or vessel after any such operation
until the metal has cooled sufficientlysubstan ce. 	 to prevent any risk of igniting the 

(5) 	 The Provincial Government may by rules exempt, subject to such
conditions as may be prescribed, any factory or class or description offac:ories from compliance with all or any of the provisions of this section. 

33-M. Power to exclude children : (1) The Provincial Governmentmay make rules prohibiting the admission to any specified class of facto-ries;, or to specified parts thereof, of children who cannot be lawfullyemployed therein. 

(2) If it appears to the Inspector that the presence in any factory orpart of a factory of children who cannot be lawfully employed thereinmay be dangerous to them or injuries to their health, he may serve on the 
manager of the factory an order in writing directing him to prevent theadm'ission of such children to the factory or any part of it. 

33-N. Notice of certain accidents : Where in any factory an accident 
occurs which causes death, or hich causes any bodily injury whereby anyperson injured is prevented frori resuming his work in the factory duringthe forty-cight hours after the accident occurred, or which is of any nature 
which may be prescribed in this behalf, the manager of the factory shall 

N 
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send notice thercof to such authoritie:, and in such form and within suchlime, as may be prescribed.

33-P. Appeals: (I) TheMan-ager ofr fic'toy on whoifi an orderin writing by an Inspector has been served under the provisions of thisChapter. or the occupier of the factory. may, within thirty days of serviceof the order, appeal against it to the Provincial Governm.nt;" or to suchauthority an'd the Provincial " Governmnent. or appointed authority 
may. subject to rules made in this behalf by 	 the Provincial Government,
confirm, modify or reverse the order.

(2) The Appellate Authority may, and if so required in the petitionor appeal shall, hear the appeal with the aid of assessors, one of whomshall be appointed by the appellate authority and the other by such body
the industry concerned as the Provincial Government mayin this behalf :
 

Provided that if no assessor is appointed by such body, or if the 
 assessorso appointed fails to attend at the timethe 	 and place fixed for hearing theappellate authority unlessmay, satisfied that the failure toattend is due'to sufficient cause, proceed to hear the 'appeal without theaid 	of such assessor, or if it thinks fit, without the aid of any assessor.(3 Except in the case of an appeal against an crder under sub-sec
33-1 or sub-section- (2) of Section 33-M the Appellatemay suspend the order appealed against pending the decision

:-of the appeal, subject however to such conditions a;--to partial compliance
or the adoption of temporary measures as it may choose to impose in 
any case.

33-Q. Additional power to make health and safety rules relating t&.shelters during rest: (1) The Provincial Government may makes rules'equiring that in any specified factory wherein more than one hundredand fifty workers are ordinarily employed, an adequate shelter shall beprovided for the use of workers during periods of rest, and such rules mayprescribe the standards of such shelters.
(2) Rooms for children : The provincial Government may also


make rules
a e r l s
 

:: (a) requiring that 
 in any specified factory, wherein more than fiftywomen fc-.workers are ordinarily employed, a'suitable room shall be-.. reserved for the use of children under the age o six years 
b, and , (o) prescribing the standards for such rooms and the nature of thesupervision to be exercised over the children therein.! (3)'ake rules,Certificatefor any of stability : The Provincial Governmentclass of factories and 	 may als6'for the whole or any part of the
,?ovince. requiring that work on a manufacturing process carried on with
be aid of power shall not be begun in any building or part of a building
rected or taken into use as a factory after-the commencement of this Act,atila certificate of stability in the prescribed form, signed by a person


3.tfssing the prescribed qualifications, has been 
 to the Inspector.(4 ) 	 aentH a zaerdth opeb d qri iiations(4) Hazardous operations : Whereh e bePProvincialnr thveent t i G o npthe 	 e t r sGovernmet i;
tisfied operation inthat 	 a factory exposes any persons employed upon itserious risk of bodily injury' poisoning or disease, it may make rulesLPplicable to any factory or class of factoric in 	 which the operation is 

(a) 	 specifying the operation and declaring it to be hazardous. 
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(b) 	 prohibiting or restricting the employment of women,children.upon the operation, adolescent or 
(c) 	 providing fur the medical examination of 	 persons employed orseeking to be employed upon" the operation and prohibiting theemployment of persons not certified as fit for such employment, 

and the protection of all persons employed upon the
(d) 	 providing for 

operation or in the vicinity of the places where it is carried on. 
20f(5) The Provincial Government may also make rulesapplanc anpr ust a requiring theoccupiers or managers s pr pervidefortheidy d u e].37.of 	 factories to maintain stores of Aidappliances and provide for their proper custody and use]. 

First 

CHAPTER IV 

RESTRICTIONS 
 ON WORKING HOURS OF ADULTS 

34. Weekly hours ; No adult worker shall be allowed or required 
to work in a factory for more than forty-eignt hours in any week,or 	where the factory is 2t seasonal one, for more than fifty hours n 
any week:Prcvided that an adult worker in a factory engaged in work which fortechnical reasons must be continuous throughout
fifty-six hours in any week. 	

the day may work for 

3S. Weekly holiday : (1) No adult[eC, 	 worker shall be allowed or'..d to work in a factory on a Friday unless-
(a) 	he had or will have a holiday for a whole day on one of the threedays immediately before or after that Friday. and(b) 	 the manager of factory beforethe has, that Friday or the sub-stituted day, whichever is earlier-


Gi)delivered a notice to the 
 office of the Inspector of his
intention to require the worker to work on the Friday andof the day which is to be substituted, and •(2)(ii) "isplayed a notice to the effect in the factory;


Provided that no substitution shall be made which 
 will result in anyworker working for more than ten days consecutively without a holiday
for a whole day. 

(2) Notice given under sub-section (1) may be cancelled by a noticedelivered to 	 the office of the Inspector and a notice displayed in thefactory not later than the day before the Friday or the holiday to be,cancelled, whichever is earlier.M 
(3) Where, in accordance with the provisions of sub-section (1) anyworker works on a

immediately before 
Friday
it, 

and has had a holiday on one of the three days%% 	 the Friday shall, for the purpose of calculating theeL ,!-ho urs of work, be included in the preceding week. 

35-A. Ccrpensatory holidays : 
 (1) Where as a result of the passing

of an order or the making of a rule under the provisions of this Actexempting a factory or the worker therein from the provisions of Section 35.a worker is deprived of any.of the weekly holidays for which provision ismade by sub-section (1) of that 5ection, he beshall allowed, as soon as 

20. Sub-sec. (5)added by the Fzctories (Amendment) Act, XVI o. 1973, Sec. 11. 

C) 
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circumstances perit, compensatory holidays of equal number to !be
(2) The P'o"iiciai Government may make rules prescribing themanner in which the holidays for which provision is made in subtecion (1)shall be allowed. 
36. Daily hours ; No adult worker shall be allowedwork in a factory for more than nine hours in any day : 

or required to 
Provided that a male adult worker in a seasonal factory may work for 

ten hours any day.
hoursaIntervals for rest :day. "The periods offactory during each day 	

work of adult workers in ashall be fixed either,
(a) 	so that no period shall exceed six hours and so that no worker 

shall work for more than six hours before he had an interval for 
(b) so that no period shall exceed five hours, and so that no workers ha t o or o tha n five hours a s ha d n woker 

shall work for more than five hours before he has had an interval

38. 
for rest of at least half an hour, before he hs at least two such-Spread over: The periods of work of an adult worker in afactory shall be so arranged that along with his intervals for rest underSec. 37, they zhall not spread over more than ten and-a-half hours, or

where the factory is a seasonal one, eleven and-a-l.4': hours in any day,saye with permission of thec~onditions 	 Provincial Governrent and subjectas 	 it may impose, either geaeraily to suchor 	 in the case of anycotions asty iprticular factory. 
, 39. Nolice of periods for work for adults and peparation thereof : (I)accordance with the provisions ofcorrectlyThere should be displayed and maintained in everysub-sectihn (2) factory inof 	 See. 76Periods for Work for Adults showing 	

a Notice ofclearly the periods which adult
workers may be required t, work.

The periods shown in the notice required by sub-section (1) shallbe fixed before hand in accordance with the following provisions of this

Section and shall be such that workers working for these periods Wouldnot be working in contravention of any of the provisions of Sections 34,35, 36, 37 and 38. 
. (3) Where all the adult workers in 	 a factory are required to workWithin the same periods, 

r0r such(4) wo:kers generally.
the manager of the factory shall fix those periods,Where all the adult workers in a factory are not required to work

Within the same periods, the manager of the factory shall classify them intoVroups according to the nature of their work.(5) For eacheiflts.- the managerch groupof the factorywhich not to work on a(5 F o e 	 is requiredg p h s n r q u ed system ofo w i shall t ofix the periodsw rkwithinn awhichy e mtheo 
tbr eo r
 

Where any group is required to work 
on a system of shifts and theClays are not to be subject to pre-deermi:, periodical changes of shifts,bo Manager of factory shall fix the period poithinwhich each relay of the
ou.P may be required to work.
 
1.z (7) " Where any group is to wtrk on a system of shifts and the relaysbe subject to pre-determine. periodicai changes of shifts, the manager of 
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the. factory shall[ draw 'tp a scheme of rhifrs 'ereder th&'neriodswithin whih any relay of the g~o'p may be required to work and therelay which will be -working at any time of the day shall be known forany day. 

(8) i-hc z''.,;. Government may make rules prescribing formsfor the Notice of Periods for Work for AQUILs uu . ,auJ, iu wnicnit shall be maintained. 

40. Copy of Notice of Period- of Work to be sent to 	 Inspector: (I)A copy of the Notice referred to in sub-section (1) of 39 shall beSectionsent in duplicate to the Inspector within fourteen days after the corn-mencement of this Act, before the day on which it begins work. 
(2) Any proposed change in the system of workwill necessitate a change in the Notice shall be notified to 

in 
the 
a factory which 

Inspector induplicate before the change is made, and except with the previous sanctionof the Inspector, no changesuch shallelapsed since the last change. 
be made until one -week has 

* 41. Register of Adult Workers: (1) The manager of every factory
shall maintain a Register of Adult Workers, showing-(a) 	the name 2 1[and age] of each "ailultworker in the factory,

(b) 	the nature of his work, 
(c).the group, if any, in which he is included,
(.d) where his group works on shifts, the relay to which he is allotted, 

and 
(e) such other particulars as may be prescribed :Provided that, if the Inspector is of opinion*that any muster nr-register maintained as 	 rollpart of routine -of factory gives, in respect or any
or all of the workers in the factory, the particulars required under this
section he may, by order io writing, direct
shall, to the corresponding extent, that such muster roll or registerbe maintained in place of and be treated 
as the Register of Adult Wor:ers in that factory :
Provided further that, 
 whre the Provincial Governmentthat the conditions of work in 	 i satisfiedany factory or class of factories are suchthat there is no appreciable risl: of contravention of the provisions of thisChapter in the case of that fac'ory or factories of that class, as the casemay be, the Provincial Government may, by order,such conditions 	 written exempt, onas it may impose, that factory or all factories of 	 that class,as the case may be, from the provisions of this section.(2) The Provincial Government may make rules* prescribin(2)TheProincalGovrnmnt 	 tha 

of the Register of Adult Workers, ay
nr, 

ak rues resriing the formthe anner in which it shall be main-
tained and the period for which it shall be preserved. 

Register 
42 

under 
Hours 

Sec. 
of work 

41 : 
to correspond with under 39 andNotice Sec.
No adult worker

with shall be allowed or required towork otherwise than in accordance the Notice of Periods for Work,for Adults displayed under sub-section (1) of Sec. 39 and the entries madebef6rehand against his name in the Register of Adult Workers maintainedunder Sec.'41 .
 
43. Powers to make rules exempting from 	 TheProvincial Government 	 restrictions : (I)may make rules defining the persons who hold 

T .	 I-..-,i r'n'F r . ,n " IT . 12 . .t- ct . of 1973. S .:C 
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employed in a confidential position in a

factory, and the vrovision. ,f thi Chap:., cter than thaPriviuas oFclause (h) of sub-section (1) of Sec. 45 and of the provisions to thatshall not apply to any person defined. tub-section,(2) The Provincial Government may make rules for adult workers 
providing for the exemption. to such extent and .tihiert -r .. :- iions,- prescroed in such rules,- ....
(a) of workers engaged on urgent repairs from the provisions of 

Sees. 34, 35, 36, 37 and 38(b) of workers engaged in work in the nature of Preparatory or corn-Plementary work which must necessarily be carried on outside thelimits laid down for the general working of the factory-from the 
provisions of Sees. 34, 36, 37 and 38(c) of workers engaged in work which is necessarily so intermittentthat the intervals during which they do not work while on dutyordinarily amount to more than the intervals for rest requirecunder Sec. 37-from the provisions of Sees. 34, 36, 37 and 38;

(d)of workers engaged in any work which for technical reasons must 
be carried on continuously throughout the 	day-from the pro.visions of Sections 24, 35, 36, 37 and 38. 
necessity whichengagedmust bein made or articles of prime(e)of workers making supplyingor supplied every day-from
provisions of Section 35;	 

the 

(f) of workers engaged in a manufacturirg process which cannot be 
carried on except during fixed seasons-from the prov;sions ofSection 35; 

(g) 	of workers engaged in a manufacturing process which cannot becarried on except at times dependen- on the irregular actiono. natural forces-from the provisi-.ns of S-c:tion and35 Sec
tion 37; and(hZ)of workers engaged in engine-rooms or boiler-houses- from the
provisions of Section 35. 

(3) 	 Rules madeunder sub-section (2) providing for any exemption mays 39 and 40 which the Provincial Government may deem to be expe
at, su 
 40twchtovinial G oebject-to-such conditions as -Emay impose. 
; (4) In making, riles.underall prescrib the maximum this sectilimits feton the Provua Government
Iforrbmhemxmmlmisfrtewekyhusofwr 
asses Of workes, and any exemption given, other than an exemption underause (a) of sub-section (2), shall be subject to such 	

o l 
limits. 

(2) Rules made under this section shall remain in force for notan three years.	 more 

4. Powers to make orders eXempting from rastrictions (1) whereC Provincial Government is satisfied that, owing to the nature of therk carried on or to other crcumstances t is unreasonable to require
at the periods of work of any'
-'.ortesshould 	 adult workers in any factory orbe fixed beforehand; it 	 class orm ay, by written orderrlxorite be f reeteand s ion ebchdeyte provisionssuchof Sections 39 and 40 in respectin manner think fit, workers toditions as it may deem expedientas it may ofandsuchsubject to suchto ensure control overperiod of work. 
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(2) The Provincial Government, or subject to the control of the 
Provincial Government Chiefthe Inspector, may, by written order,exempt., on such conditions as it or he may deem expedient, any or all theadult workers in any factory, or group or class of factories, fr.-a any or
all of the provisions of Sections 34,35, 36, 37, 38, 39 and 40,that the exemptiou is required to enable the factory 

on the ground
or factozies to deat 

with adt eiemptional pressure of work.

(3) An exemption given under sub-section (2) in respect of weeklyhours of work shall be subject to the maximum limits, prescribed under 

sub-section (4)of Sec. 43. 

(4) An order under sub-section (2) shall remain in force for such 

Period, and exceeding two months from the date on which notice thereof isgiven to the manager of the factory, as may be specified in the order :
Provided that ifthe opinion of the Provincial Government the publicinterest so requires, the Provincial Gov6fnment may from time to time, bynotification 	in the official Gazette, extend the operation of any such order

for period, 	not exceeding six months at any one-time, as may be specifiedin the notification..h 
45. Further restrictions on the employment of women : (1) Tbprovisions of this Chapter shall, in their application to women workers i.medicalfactories, be supplemented by the following further restrictions, namely:-
(a) no exemption from the proviaions of Section 36 may he grantecin respect of any woman ; and 
(b) 	 no woman shall be allowed to work in factorya 

a.m. 	 except betweer6 and 7 p.m.: 

Provided th, t the Provincial Government may, by notification in theofficial Gazette, in respect of any class or classes of factories and for thewhole y:ar or any part of it, vary the limits laid down in clause (b) to an3span of ten and-a-half hours, or"where the factory is a seasonal one, oleleven and-a-half hours, between 5 a.m. and 7-30 p.m. : 

Provided further, that, in respect of 	any seasonal factory or class olseasonal factories in a specified area, the Provincial Government ma)make rules imposing a further restriction by defining the periods of the
day within which women may be allowed to work, such that the period oi
periods so defined shall lie within the sp an fixed by clause (b) or undelthe 	above proviso and shall not be less than ten hours in the aggregate. 

(2) The Provincial Government may make rules providing for theexemption from the above restrictions, to such extent and subject to sucb
conditions as it may prescribe, of women working in fish-curing or fish-canning factories where the employment of women beyond the said hoursis necessary to prevent damage to or deterioration in any raw material, 

(3) Rules made under sub-section (2) shall remain ir. force tmore than three years. 	 for no 

46. Special provision for 	 £night shirt : Where a worker works onshift which extends over mid-night, the ensuing day for him shall be deeme"to be the period of -twenty-four hours beginning when such shift ends,and the hours he has worked after mid night shall be counted towards tbc 
previous day 

Provided the Provincial Government may, by order in writing, directthat in the case of any specified factory or any specified class of workcr 

[Ss. 	 47-49] Factories Act, 1934 

therein the ensuing day shall .be deemed to 	 be the period of twenty-four
hours beginning when such shift begins and that the hours worked beforemidnight shall be counted towards the ensuing day. 

47. Extra pay fcr overtime: () Where a worker
(a) 	in a noti-seasonal factory works for more than nine hours in anyday or for more than frry.ight hours in any week, or_(b) 	 in a seasonal factory'works for more than hours in any daynine 


or for more than fifty hours in any week,

shall be entitled in respcct of the overtime worked to pay at 
the rate of

twice his ordinasy rate of pay.
 
. 22-23[Explanation: In this sub-section, 'ordinary 
rate of pay' 	means all

remuneration capable of being expressed in terms of money which would,if the terms 	of the contract of employment, express or implied, were fulfilled, be payable to a worker in respect of his employment or of work
done in such employment, but does not include

.
 
(i) 	the value of any house-accommodation, supply of light, water.

attendance or other amenity;
(ii) 	any contribution paid by Zhe employer to any pension fund or 

provident fund ;
(iii) a iy travelling allowance the valueor of travelling concession 

or
(iv) 	 any gratuity, bonus or share in the profits of the factory. 

(3) Where any workers are paid on a piece-rate basis, the ProvincialGovernment in consultation with the industry concerned may for thepurposes of this section fix time-rates as nearly as possible equivalent tu:be average rate of earnings of those workers, and the rates so fixed shallbe deemed to be the ordinary rates of pay of those workers for the purposes 

of this section. 
(4) 	 The Provincial Government may prescribe the registers that shallbe maintained in a factory for the purpose of securing compliance with

the provisions of this-section. 
24 [47-A. Obligation to work overtime : Any adult workers may be"required to work overtime, provided that such working conforms to theprovisions of this Act and the rules made thereunder).
 

-.
 
48. Restriction on double employment : No adult worker shall:be 	 allowed to work in any factory on day which he has:any on

already been working in any other factory, save in such circumstances as. 
may be prescribed. 

49. Control of overlapping shifts: The Provincial Governmentmake rules providing 	 maythat in any specified class or classes of factoriesWork shall not be carried on by a system of shifts so arranged in workfor the same kind at the same time save with the permission of the Provincial Government and-subject to such conditions as it may impose, .eithergenerally or in the case of any particular factory. 

22-23 . Explanation added by the Factories (Amendment) kct, XVI of 1973, S. 13.2. 	 Scc. 47-A added by the Factories (W.P. Amendment) Ordinance of 1966. 
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25CHAPTEIZ IV-A 

HOLIDAYS WITH PAY 
49

49u--. Application of Chapter: (1) The provisions of the Chaptersbail not apply to a seasonal lactory. 
(2) The provisions oF this Chapter shall not Operate to the prejudiceof any rights to which a worker may be .entitled under any otherenactment,service, or under the terms of any award, agreement or contact oferieworkers 

49-B. Annual Holidays : (1)Every 
 worker who has completed aperiod of twelve months' continuous service in a factory shall be allowed,during the subsequent period of twelve months holidays for a period of......
] fourteen consecutive days, inclusive of the day or days, if any, onwhih wenhe isiswhich be toaiany une suheio of eentitled to a hioliday under sub-section (1) of SecionI35. 
(2) Ifa worker fails in any one such period of twelve months to takethte whole of the holidays allowed to him under sub-section (I),.days not taken by him shall be added o be any holihim under sub-section (1) in the succeeding period of twelve months, sohowever that the total number of holidays which may be carried forwardto a succeeding period shall not exceed 27[ .....] fourteen. 
(3) If a worker entitled to holidays under sub-section (1) is, discharg-ed by his employer before he has been allowed the holidays, or if, havingapplied for and having been refused the holidays, he quits his employment-before he has been allowed the holidays, the employer shall pay him theamount p3yable underSection 49-C in respect of the holidays. 
Explnatlan : A worker, shall be deemed to have completed a period 

of twelve months' continuous service in a factory notwithstanding any in-terruption in service during those twelve months brcught about by sickness,accident or authorised leave not exceeding nine) -Jays in the aggregatefor all three, or by lock-out or by a strike which is not an illegal strike or.er 
by intermittent periods of involuntary unemployment not exceeding thirtydays in the. aggregate ; and authorised leave shall be deemed not to include any weekly holiday under Section 35 which occurs at beginning' or end ofan interruption brought about by the leave. 

49-C. ?ay during annual Holidays : Without prejudice to the condi-tions governing the day or days, if any, on which the worker is entitled to 
a holiday under sub-section (1)remaining days of the holidays allowed 

of Section 35, the worker shall, for theto him under Section 49-B, be paidat a rate equivalent to the dtaily average of his wages as in thedefined 
Payment of Wages Act, 1936 (iVof 1936), for the days on which he actu-inrespect of overtime. 
 sive of any earning 

49-D. Payment wheni n torbes madep e c : o f v e r t m e .sA wvcrkcr who has been allowed
holidays under'Section 49-B shall, before his holidays begin, be paid half 
the total pay due for the period of holidays. 

49-E. Power of Inspector to act for worker : Any Inspector may
institute proceeding on behalf oF any worker to recover any sum required tobe paid under this Chapter by an employer which the employer has not 
paid. "....1. 


3S. Chapter IV-A,ins. by the Factories (Amendment) Act. llr or 1945. S.3. 

26-27. The words "ten or, 
ira child" omitted by the Factories (Amendment) Act, XVI"N of 1973.I-, 

49-F. Power to make rules : (I) The Provincial Government may 
make rules to carry into effect the provisions of this Chapter. 

(2) Without prejudice to the generality of the foregoing power, rules may be made under this section prescribing 'the keeping by employers ofregisters showing such particulars as may be prescribed and requiring suchregisters to be made available for examination by Inspectors. 
(3) Omitted by A. 0., 1964 Art 2 and Sch.49.G. Exemption of factories from provisions of this Chapter : Wberethe Provincial Government is satisfied that the leave rules applicable toin a factory provide benefits substantially similar to those for

which this Chapter makes provision, it may, by written order exempt the[factory from the provisions of this Chapter.
2F[49-I-. Casual leave and sick leave : (I) Every worker shall be entitled to casual leave with full pay for ten days in a year.(2) Every worker shall be entitled to sixteen days' sick leave on half 

average pay in a year.] 

29[49-1. Festival holidays : (1)Every worker shall be allowed htlo
days with pay and on all days declared by the Provincial Government to 
be festival holidays.. .(2) A worker' may be required to work on any festival holiday, but 
one day's additional compensatory holiday with full pay and a.substituteholiday shall be allowed to him in accordance witu the provisions of
Section 35. lc 

CHAPTER V
SPECIAL PROVISIONS FOR ADOLESCENTS ANDCV DNIL 

CHILDREN
 
50. Prohibition of employment of young children : No child who hasnot completed his 30[14] year shall be allowed to work in any factory.shc ary oe gi w frnce ftocrt 
51. Nov-adult workers to carry tokens giving reference to certificates

of fitness : No child who has completed his 30[14] year and no adolescent
shall be allowed to work in any factory unless-

(a)a certificate of fitness granted to him under Section 52 is in the 
custody of the manager of the factory, and

(b) he carries while he is at work a token giving a reFerence to such 
certificate. 

' -2. Certificate of fitness (l) A certifying surgeon shall, on the application of any el[child adoleccnt] wishes to work in a factory or.of who 
of the parent or guardian of such person or of the factory in which suchperson wishes to work, examine such person and ascertain his fitness for
 
uch work .
 

such per.(2)The certifying suron after examiation, may grant to suchper-

Son, inthe prescribed form'
 
:. (a) a certificate of fitness to work in a factory as a child, if he is 
,. ... satisfied that such person has completed his twelfth year, that he 

"o9 

Sec. 49-H S1by the (1, mendrnent) Act, XVI or 19'3,S. 15.p-9.Section 49-1addedadded by theFactoriesFactories (Amendment) Act, XVI £ f 1973. S. 16. 
Subs.Subs. forfor the words by the Labour Laws (Amndr..nt) Act. 1977.31.0. -twelfth- " .oung XVII or
197., S.17. persons" by tite Factories (Amendment) Act, XVI of 

01 



he is fit for such work ; or 
. Ct, 1Y34 [Ss. 53-5]has"attained the prescribed physical standards (if any),(b) certificate 	 and that(b)aa eti ie fitedtofo fitness to workokiinha ato yfactoryastanadulta n a utiife eifit for full day's work in a factory.

(3) A certifying surgeon miy revoke any certificate granted u'nder sub-(4) Where a certifying sureeonsection (2) if, in his opinion. the holder of it is no longer fit to work in thecapacity stated therein in a factorv. or a practitionerauthorised under sub-Wrksshigsection (2) of Section 12 refuses to grant a certificate orkind requested, 	 a certificate of theor revokes a certiticate, he shall, if so requested by any
ing for so 
person who could have applied for the certificateEffect of certificate53. doing. grat d state his reasons in writ-to adolescent: a a factory(1) An as anadolescent 

adult, under clause (b)at work in factory, of sub-sectiona carries a (2) of Sectionshall be deemed 	 token giving reference'2, and who, whileto be an adult for all the purposes to the certificate,
(2) 	 of Chapter IV.An adolescent


work in a factory 
who has net been granted a certificate
as an adult under 	 of fitness tosub-section (2) of Section 52, shallnotwithstandingAct etrcin his age, h~r"z..o be deemed54. Restrictios 	 to be a child foron the working 	 the purposes of ihis 

32[or adolescent] should be allowed hot s of a child: (I) No childto work ina factory for more than fivehours(2)in a day.-The hours of work of a child shall be so arrangednot spread over more than 	
that they shall 

3 2 seven and-a.half hours(3) .No child [or adolescent] shall in any day.be allowed to work inexcept between 6. a.m. 	 a factoryand 7 p.m.Provided that the Provincial Government may,
oflicial Gazette in respect of any class 
by notification in the
whole year or any part or classes of factories andof it, vary those 	 for the:een hours between 5 a.m. and 7_30 p.m. 

limits to any span of thir-

but no exemption(4) The provisionsfrom theOf Section 35 shall apply alsoprovisionsrespect Of any child. 	 of that section to child workers,may be granted in 
(5) No child shall be allowed to work • 
55. 	 in any factorywhich be has already been working in another factoryNotice of periods for Trork 	 on any day onfor children : (1) There shall be dis. 

requied tod orre tltor Children, showing tane eclearly inprovisions of sub-section (2) the ey 	f coyiof Sectionperiods76, withinN o icwhichofcPeriodschildreneformayW orkbea od n wt h
 
required to work.

be fixed beforehand in accordance 
 with
Section 39 and shall bet such that children working for those periods would 

ave r k ~ a g i nthe methodn o t b eti oo Q)of~~~~~~Sec i o no5(.cn la;.1 dovn for adult inu-etin()saldlset ~ 
not be worki g in contravention of Section 5 4. 

3 Subs., for the words 32.Sub, or hc"Young persons" ~adolescentby the Factories (Amendment) Act. XVI of 

Ss. 56.59] 	 Factories Act, 19344 

r(3)( T 	 4Te provisonsrk- o hlden4 )'The Provincial f SenOr me4 t sh afor the Notice of 	 n may erlese cibneriods of Work for 	 o m
Childrenandit she 	 the mannerinwhichNtained 

56 egisto i i e nhi childrenre manager o everyin which children are employed shall maintain aofactory Register of Child 
(a) 

(b) 
the name 33[and agej of each child worker in the factory,the nature of his work, 

(c) the group, if any, in which he is included,(e) where his gioup works ontb number of his certificate 
v.) 	

shifts, the relay to which he is allotted,of fitncss gran.ed under Section 52,
such other particulars as may be prescribed.(2) 	 The Provincial Government may make rules prescribing the formof the Register of Child Workers, the manner in which it shall be main

tained and the period for which it shall be preserved.shall be allowed 
57. to work otherwiseHours of -vork to correspond withthan inNotice and Registeraccordance : NO childPeriods for 	 with

tion 55 an 
Work jor Children. displayed 	 the Notice ofunderthe entries made beforehand against sub-section (1) of Sechis name in tl:e Register1tChild5S. PowerWorkers 

tomaintained under sub-sectionrequ.re medical examination(1) 
:
of Section 56.Where an Inspector)f Opiion

(a) that any person working in a factory withoutfitness is 	 a certificatea child or 	 ofan adolscent,(b) 	 orthat a child or adolescent workingis 	 in a factory with a certiEcater may 
no longer fit to work in the capacityon 

f a o
serve ta

manager othe stated therein, 

the of factory tice requiring that sucheson,xaminedor that suchab-sectionby(2)a certifyingchild orsurgeonadolescent,of Scction 12, or by as the case'and practitioner authorisedsuch a mayOt, 	 person, be, shall beif the Inspector 	 child underFo 	 or adolescent shalldirects, be allowed to work in any factory until 

;7 .59. 	 fit ess, s theCaseliyese!has Power tobeen grantedrake rules : The(a) prescribing the forms of certificate Governmenta certiicate of 
Provincial 

may makeof fitness to be granted under 

3ai - lo. o r i i n forte an f icharged for such certificate and such dfpicates
s rii e icaxing the h
fees which ma be 

~ ) re~g u l at in g t h e~ pr~o c e d ure'(c) Chapter, and specifying tnado f c e-r t ify intoeberodattaine,gother duties, which s u r geo n s u n de rthey by chidre tanderqiedbh ismay be requiredto perform in connection with the employ e t of children and 

1 in factories ; and
ns. by the Factories (Amendment) 

Act, XVI of 1973. S. 18. 
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(d) 	providing for any other matter which may be expedient in orderto give effect to the provisions of this Chanptr. 

3,59-A. Provisions to be in ad6ition to Act, XXVI[ of 1938 : The 
provisions of this Chapter shall be - in addition to, and not in derogation
of, 	 the provisions of the Employment of Children Act, 1938 (XXVIIof 1938)]. 

CHAPTER Vf 
PENALTIES AND PROCEDURE 

60. 	 Penalty for contravention of Act and rules : If in any factory-
(a) 	 there is any contravention-

(i) 	 of any of the provisions of Sections 13 to 3-[321 inclusive, or 
(ii) of any order made under any of the said sections, or 

(iii) of any of the sections read with rules made in pursuance 
thereof under clause (a) of section .5[33] or 

(i i' of any rules made under any of the said sections, or under 
Sections 3-3[33-J and 33-Q], or .-

(v) 	 of any condition imposed under sub-section (3).of Section 
35[33-P], or(b) any perso is allowed to work in contravention-

(i) 	 of any of the provisions of Sections 34 to 38 inclusive 42, 
45 35[48, 43-H and 49-1]. 

(ii) 	 of any rule made under any of the sections, or underSection 49, or 

(iii) 	of any condition attached or any exemption granted underSection 43 or Section 44 or Section 45 or to any permission 
granted under Section 38 or Section 49, or 

(c) 	 there is any contravention of any of provisions of Sections 39 to 41
inclusive or of anyv rules made under Section 39, Seztion 41 or 
Secton 47, or of any condition attached to any exemption
granted under Section 41 or to any modification or relaxation 
made under Section 44, or 

(d) 	any person is not any pay to whichpaid extra he is entitled 
under the provisions of Section 47, or 

(e) 	 any adolescent or child is allowed to work in contravention of 
aoy of the provisionts of Sectiozs 50. 51, 54, 55, 57 and 58, or 

(f) 	 there is any contravention of Section 55 or Section 56 or of any
rules made under either of these sections, or under clause (d) of 
Section 59, or 

(g) 	there is any contravention of Section 49-B, 49-C or 49-D, or of 
any rules made under Section 49-F,.-. 

the manager and occupier of the factory shall each be punishable with fine 
which may extend to five hundred rupees 

34. 	 S.See.19.59-A subs. ror Chapter V-A by the Factories (Amendment) Act. XVI of 1973-

35. 	 Sibs. by the Labour Laws (Amendment) Act, X[ or 1975. 
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Provided that 5if 	 both the manager and 	 the occupier are convicted,' 

the aggregate of the fines in respect of the sam.- contravention shallnot,
exceed 'his amount. 

61. Enhanced pnalty in certain cases after previous conviction If any person who has been convicted of any offence punishable under 
clauses (b) to (g) inclusive of Section 60 	 is again guilty of an offence 
involving a contravention of the same provision, he shall be punishable on 
the second conviction with fine which may extend to seven hundred andfifty rupees, and shall not be less than one hundred rupees and if he isagain so guilty, with fine which may extend to one thousand rupees and 
shall not be less than two hundred and fifty rupees 

Provided that for the purposes of this section no cognizace shall be 
taken of any conviction made more than two INears before the comm;ssiou
of the offence which is being punished : 

*- Provided further that the Court, if it is satisfied that .here are excep
tional circumstances warranting such a course, may, after recording its 
reasons in writing, impose a smaller fine than is required by this section. 

62. Penalty for failure toof manager: give notice of commencement of work OrAn occupier of a factory who fails to give any noice
required by sub-section (1) 36[sub-section (1-A)J or
section 9 shall be punishable with fine 	 sub-section (2) ofwhich may extend to five hundred
 
rupees,
 

. THE FACTORIES (PUNJAB AMVIDT.) ACT, 1940 

After section 62 of the said Act, the following 

-. Penayfor failue to register :- A manager or an occupier
-who contravenes the 	provisions of section 9-A or the conditions on which 
a registration certificate is granted or an endorsement made shall be punish
-'ble with fine which may extend to five hundred rupees, or, if he has
Previously been convicted of ana thousand rupees on offence under that section of the saidoone the second conviction. 	 Act.For 	 every subsequentoffence the maximum amount , fine which may be impcsed shall be 

inhanced by five hundred rupees subject to a maximum of two thousand 
and five hundred rupees." 

THE FACTORIES (N.-W.F.P. AMDT,) ACT, 1946 .... 
' Attr section 62 of the said Act, the following section ll b
 

.beinserted, namelIy:n e
 
" 6 2 Pealty/orfailure to regisfer.-A manager or an occupier
 

IR.contravenes the 
 provisions of section 9-A or the conditions on which 
"registraion certificate is granted or an endorsement made shall be

aOishable with fine which may extend to five hundred rupees, or, if he
elto'j~ua been convicted of offence under that section of the said Ac", to 
en. th,emaximumaonrupees the i.. For verye shall- end on secondffn convictionma be. impose sbasq et 

r.Ins, bv ii- e. . .'_ +. . 
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enhanced by five hundred rupees subject to a maximum of two thousand 
and five hundred rupe.s.'., 

63. Penalty for obstructing Inspector: Whoever wilfully obstructs 
an Inspector in the exercise of any power under Section 11, 	 or fails toproduce on demand by an Inspector any registers or other documents in 
his custody kept in pursuance of this Act or of the rules made thereunder, 
or conceals or prevents any worker in a factory from appearing before or
being examined by an Inspector, shall be punishable with fine which may
extend to five hundred rupees. 

64. Penalty for failure to give notice of accident : A manager of afactory who fails to give notice of -an accident as required under See-tion 33-N shall be punishable with fine which may extend to "five hundred 
rupees. 

65. Penalty for failure to make returns : -Ifin respect of any factory 
any return isnot furnished as required anter Section 77, the manager andthe 	occuier of the factory shall each be liable to fine which may extend tothe oudcupefthes f y swho
five hundred rupees 

Provided that if both the mauiager and the occup;er are convicted the 
aggregate of the fines inflicted.shall not exceed this amount. 

66. Penalty for smoking or using naked light in vicinity of inflam
ruble material : Whoever smokes, or uses a nacked light or causes or 
permits any such light to be used in the vicinity of any inflammable 
material in a factory shall be punishable with fine which may extend to
five huured rupees. 

Exception ; This provisiou does not extend to the use, in accordance 
with such precautions as may be prescribed, of a naked light in the course 
of a manufacturing process. 

67. Penalty for using false certificate : Whoever knowingly uses or 
attempts to use, as a certificate granted to himself under Section 52 a cer-
tificate granted to another person under that section, or who having pro-
cured such a certificate, knowingly allows it to be used, or an attempt to 
use it to be made by another person, shall be punishable with fine which 
may extend to twenty rupees. 

69. Penalty on guardian for permitting double employment of a child :if a child works in a factory on any day on which he has already been 
working in another factory, that parent or guardian of the child or the 
person having custody of, or control over him or obtaining any direct benefiltrom his wages shall be punishable with fine which may extend to twcntY 
rupees, unless it appears to the Court that the child so worked without thb 
consent, connivance or wilful default of such parent, guardian or person., 

69. Penalty for failure to display certain notices : A manager of s
factoiy who fails to display the notice required under sub-section (1) O(
Section 76 or by any rule under this Act, or to display or maintain 211 
such notice as required by sub-section (2) of that section, shall be punish,
ab!: with fine which may extend to five hundred rupees. 

t1s.T JJ 	 act, 1Y.4.77, 	 ractories 
70. Determination of "occupier" for purposes of this Chapter. (1)

Where the occupier of a factory is a firm or other association of indivi
duals, any one of the individual partners or members thereof may be 
prosecuted and punished under this Chapter for any offence for which the 
occupier of the factory is punishable 

Provided that the 'irm or. association may give notice to the Inspector
that it has nominated one of its members who is resident in Pakistan to be 
the occupier orthe factory for purposes of this Chapter, and such.indivi
vidual shall, so long as he is so resident, be deemed to be the occupier
for the purposes of this Chapter until further notice cancelling his nomina
tion is received by the Inspector or until he ceases to be partner or member
of the firm or association. 

(2) 	 Where the occupier of a factory is a company, any one of thedirectors thereof, or irnthe case of a private company, any 6ne of the 
shareholders thereof. may bc prosecuted and punished under this Chapter 
for any offence for which the occupier of the factory is punishable 

Provided that the company may give notice to the Inspector that it hasnominated a director, or in the case of a private company, a shareholder,is resident in either case in Pakistan to be the occupier, of the factory for the purposes of this Chapter and such director or shareholder 
shall, so long as he is so resident, be deemed to be the occupier of the
factory for the purposes of this Chapter until further notice cancelling
his:nomination is received by the Inspector or until he ceases to be direc
tor or shareholder. 

71. Exemption of occupier from liability in certain cases : (1) Where 
the occupier or manager of a factory is changed with an offence against

this Act, he shall be entitled upon complaint duly made by him to have
 
any other person timewhom he charges as the actual offender brought before
the Court at the appointed for hearing the charge ; and if, after 
the commission of the offence has been proved, the occupier or manager
of'the factory proves to the satisfaction of the Court
:-, (a) that he has used due diligence to enforce the executiou of this 

Act ;and 

:a (b) that the said other person committed the offence in question
:. without his knowledge, consent or connivance,

1,f... 
that other person shall be convicted of the offence and shall be liable to 
the like fine as if he were the occupier or manager, and the occupier or 
manager shall be discharged from any liability under this Act. 

(2) When it is made to appeal to the satisfaction of the Inspector at 
it any time prior to the institution of the proceedings

(a) 	 that the occupier or manager of the factory has used all duedili
(a) 	 that the xecuona of thi Acto ; a d
 

gence to enforce the execution of this Act ; and
 
(b) 	 by what person the offence has been committed, a.nd 

(c) 	 that it has been committed without the knowledge, consent or 
connivance of the occupie- or manager, and in contravention of 
his orders, 
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the Inspector shall Proceed against theactual person bom be beiieves to be theoffender witbout first proceedi rr against the occupier or manager
if the factory, and such. person shall bc liable to the ke 6n cas he werethe occupier or mmnagcr. -72. Presumption 2%to employmentosuptio72. : It '-a chid' over 

years is found inside 


, a r.to e"plo men aoto the age of six 

he 
any part of a factory ;n wbieh ch'ldren are working,shall until the contrary is proved, be deemed io )-- %,.,kingin-the 

factory. 
73. Eiidcrce as to a.e : 

person were under or over 
(1) When an act or omission suould. if ;a certain age. be an offen-ce punishable underthis Act. and such person is in the opinion, of Court ap..aren'ly underover such age. the burden shall 6e 

or 
on the accusedp:rson is not under or over to prove that sucbsuch age-

(2) A declaration in w.riing by a certifying surgeon relating towo:kcr that he has personally examined him and beLeves him to be undetor ove: the age setAct, e adnissible as forth in such declaratio.evi~eace of the a. siafl, for the purposes of thisof ihat worker, 

74. Cogniza.ce of offteucs. (1) No prosecu:ton underexcept a prosecution under S:c. 66. 
this Act,

shall be instiuted except by or vuttbthe preious sanction of the lrspc'or. 

(2) No Court inferior to thi: of a Magistrete of the First Class shalltry an offence iaairs: tLis Act. or any rule or order made thereunder,o;hr than an cffcnce under Section 66 or Sec-tion 67. 

(3) Omitted by the FaclO~r'€$ (Amendment) Act. XVI of 1973. 
Sec. 21. 

75. Linmliation of prosecution : Noany offence under this Act 
Court shall take cognizance ofor any rule or order thereunder,offence under Section other than an62 or Section 64. unless ccmp;aint thereof is madewithin six months of the date on which the offence is alleged to have beencommitted . 

Provided that %hen the offence consists of disobtyiogmade by an Inspector, a written orde:complaint thereof may be made within twel,-tmonths of (be date on which the offence is alleged to hzve teen committed. 

CHAPTER VII 

SUPPLEMENTAL
 

"6. Display of facto.y notice 
 . (1 In addition to the no:ice requied to be d:splayed in any actory by thi: Act or the rule made thercunder.inere sbail be displ,., to every factory a notice containing such abstractsof this Act and of the rules made thercunder ut Englishcular of the majority o! the workers 
and in the vcrca. 

as the Provincia: Goveroment ayprescribe. 

(2) All notices required to be displayed in a factoryed at some conspicuous place at or ear 
shall be display

the main entrance to the facto.yand shal: be maintained in a clear and legible condition. 

.-. 

IS$. 77.S2] Factories Act. 1934
77. Power of Probincial Go'ernment to make ru!es: The ProvincialGo vc(m ctmay make rules r orr 

oenetmymk ue equiring occupiers or managcers of fac~oriessubm it suchtby returns, occasional o r period ical,re uierequired fot the PurPOses of this Act. 
as m ay beftlsA t in its o pin ioa 

Omite thess7g. Control of rules r.iade by Local Goiernment. Omtted by theGoverment of India (Adaptation of Ind cn Laws) Order. I9. 7.79. Publication of rules : (I) All ru'es made under :his Act shall besubj-ct 'o the conditon of previous publication. a:d the date to be snecifled under clatus: (3) of Section 23 of the General ClaLses Act.1897) shall co: b 1897 (X of:e~s t#.an th.ee months frcm the dat: on Ahich thedraft of the proposed rules Aas published.(2) All such rules shall be publiibed in the o.cial Gazette and shall. 
uniess sanie later date is appointed, com: iao focet on the date of suchpublication. 

"sctoresSO. Application to Governmentbelonging Factories: This Act shall apply totv the Government. 
St. Protection to persons acting under thision or Act : No suit, prosecut':.er legal prcceedicg shall I;e aa:nst

ahich is i. ';ood fa::h done 
any pei.on for anything

: intended to be don.-under this Act. 

82. Repeal and Sa~ihs : [Repecled by the Repea.'ir.nd A'nending(ct, A'X of 1937. S. 3 and Second Schedule.
The Schecule (Repealed by the Repealin and Amending Ac!, XA" of 

9."', Sc. W Sri. /IJ. 

http:Repea.'ir.nd
http:Cogniza.ce




7. Attendance and late coming 
8. Leave 
9. [Omitted'

10. Payment of wages Industrial &10-A. Group incentivc scheme Commercial10-B. Compulsory Group insurance 
10-C. Payment of bonus Em ploym ent 

11. Stoppage of work 	 (Standing 
orders)

11-A. Closure of cstablishment 
12. Termination of employment 	 Ordinance 

[VI OF 1968]
13. Procedure for retrenchment14. Re-cmployment of retrenched workmen 

14-A An Ordinance to amend and coosolidate the lLiw relating toSpecial provisions for construction workers 
15. Punishments 	 Industrial employment in the Provinces 
16. Eviction from residential 	 Preamble : Whereas itaccom m odationla 	 is expedient to amend16. Eviton f"oreide, 	 law relatin, to industrial and consolidate theeai gt t p o' e ti [b r vn e]
n 'sra iz.poyinenit inAnd whereas the 	

2(tch provinces:Provincial Assembly of '(a17. 	 (Onited] Provincel is not in sessions 
a.nd t,:e Governor of I'tbe Province) issatisfitd tha; circumstances1S. (Omitted] 	 exis: 

19. Certificate of termination 	
Wh:.h render i::mncdiat Ieisla, io n:1cessaryof scrvice 	 NOW. tZrefore.() of Articlc in exercise of the powers conferred79 of the ConstI:-jio.,, the on him by clause20. 	 Liability of cmploycr Governor of 1ja Provinze] is 
eascd to make and promulgate the foilowing Ordinarcc • 

2 Li1. S.jort title extent and commencement 
caklit the Jndus:rial and Commercial 

: Ibis Ordiuance mray beEmployment (StandingOdrdicance, 196S.'	 Orders) 

, (2) It extends to the whole of 2[Pakistan].
.1: (3) It shall come into force at oace. 

"(4)S' 1t app]Ies..--_..
 

.°1(a) Every industrial "establisbmentwherein tweoty 	 cr commercial establishmentor more workmen are employed, directly orthrough any other person whether on beba!f of himself o: anyoner person, or wereo 	 so employed on any day during the preceding twelve r4onzhs) • 
(6)Omitted by the Industrial & Commercial Employf-ent (Standin,• Orders) (Amendment) Act. XXIII of 1973. S. 2 (a).

- (C) such classes of othler industrial and commercial establishmeots 
as Government may. from time to time by notification in taer-'- Official Gazette, specify in this behalf 

Sub%.. tore-of 1975.. the *ord$ "West Pakistan- by tbe P"dcral Adaptation of Laws Orde., 4.-"Subs. for 
the words "Provinoe of West Palkttan" by the Federal Adaptation ofLaw1 Order. 4 of 1975. S. 2 (I) ard Sch."'Clause (a) Subs. o the o.igi,',, clauses (-) & (b) by the industrial and Commer.6,2 EMI-. mentrp o (St.ind-T O{') rert%( ,,e~ 
-- .. ", ^ "
 



Prov " ' tb z. ?th in " th e _ nanL .. all aC,,.. i ,, rialcommercial establishments carried ,96-.
Federal or any on by or under the authority of the " -. 8•Provincial Government, commerci.a. appointed by such Government inthis behalf,or where no such 
conduct or discipline arc applicable to the workmen employ-:d therein :() 

. ,) - 61where statutory rules of service, o 1 9 6 8 

in any appointed the hd'[Provided further other industrial of the department; 
11, clauses (6) 

that the provisions of Standing ,0ders10-B and 
or commercial establishmenj any personand (8) .of Standing i blen t te. Order 12 rad nr or thmuerisoOrder 15 shallad Standing .establishment n an eroestablishment riot apply in the twherein first instance, to any industrial suchnot more than forty-nine persons "go-slow"down of normar'output of work by a body of workers in a concert 

were employednotification an aydrigtereeig~wle oth utGvrnmentto any such industrial-establishment may by 
in the Official Gazette, extend all or any of the said provisions edmnefnor any class of such establishments.] ofn d hc sntdet 

2. Definitions : In this Ordinance, 
LJE-.urt - i the' Supnof ma 

failr e d etor n ehn caldfct, breakmatereunless there is rhpl,in the subject anything repugnant 
in the supply of normal materials and spare parts of machinery; rkor context- :i-(e) "Government" 

(a) "collective M 
mea ns the 6[Provincial Governmentj,,;

agreement" means (') "industrial establishment,an agreement in writing, intended means
to specify the conditions of employment, and entered into between 

( an industrial establishment
.'- asU a defined in clauseone or more musrilemployers o..the one hand, .. of the Payment of Wages Act, 
(ii) of Section 2stlsment
unions andor, where one or more a scte196nedthere is no trade 1936 (IV of 1936); ortrade union,representatives of workmen, 

tbe duly authorized .-(U)a factory as defined in clause (j) o 1936e)- of Section 2 o ecioon the other ;(b)"commercial establishment" =_- ) a Riw of the Factories or
means an establishment in which the 
as dfined m; Act, 

tbusiness of advertising, commission A cause (or which is a commercial agency, or forwarding is conducted, of Section 3 of e Railways
ment of.a and includes a clerical depart-factory or. of any -t, 1890 (IX of 1890); or
taking, the 

industrial or commercial under- -_k_-'.. 
the establishment of a conoffice establishment employs workmen i ... ciof fulfilling a contract with the 

of a person who for the purpose . hteeecto of antractto which he isowner of any commercial ' a party,-,and includeslishment estab- the premises in whior industrial establishment, e mwl yr-~n, a n t- s at any proc , or the of a joint employs workaei, a.unit which,dstock company, on ; or .. t such executionis carriedCompany an insurance en .wor company, nn ta Bank, a broker's Office a banking u h e e u i n i' a re
or stock-exchange, .......3m~t :':
a hotel, a restaurant a club, 5. the °establishmento 
who,or in conection
or an eating house, a cinema or 

employs workmen directly or indirectlysuch other establishment theatre, in con ec3ionnotification in the or class thereof, as GovernmentOfficial Gazette declare may, 
and 

by dwatn.to be a commercial ' Coontractor includesestablishmen for the purposes of this Ordinance 
a sub-contractor,![(bb) "Construction headman orindustry", means anconstruction, reconstruction, maintenance,

industry engaged in the i-:dwith Oes"c modfiains,
repair, alteration, the Orenta in e
or s d in pceuleudemolition of any building,'railway, tramway, harbour, dock, pier, 
read With such modifications,canal, inland waterway, road, tunnel, bridge, dam, viaduct, sewer, 

if any, as may be made in_1- purse.ance of the provisions of Section" 4;.drain, water work, ('."tradewell, telegraphic union" means a trade union foror telephonic installation,electrical undertaking, gas work, or other work 
nder the the time being registeredwork or structure); . 

ma R tndustrial nionor inwell as of construction as g rgtethe preparation for, f, uh....6__ O19,9

work 

or laying the foundation of,any such 
_ "lti~ Oriane- X. r stuctue);.a..Wo 16 (XXIII(e) "employer" means the 

.of 
owner of an industrial or commercial rkman"blishment to which this Ordinance for the time beingincludes- applies, esta- Cr 

means any person employed in orand clerical work for hire or reward. -any industrial*.orcian menEnro t any skiloed o uerent of Standing Ordersp: a(i)ina In every industrial or commerfactory, any person named under Clause (e)of sub-section (1) tesshall.41mof Section 9 of the Factories Act, 1934 (XXV .Eosment, conditionsof 1934), as mana- subject Orth employment Of workmengcr of the factory; tatsshovisions to the other and other 
provso
(i) in any industrial establishment i"_ted in accordance with the Standing Orders. 

soffths Ordinane
O
ment of the Federal under the control of any depart- in n e'Modificationor any Provincial Government, the authority of Standing Orders : The Standing Orders may bebY means of a collective agreement and not otherwise : 

4. Proviso added (Amndmnt Act,of193.useby the Industrial and Commercial Establishment (Standin; Orders)5. Clause (bb) . r the oniinal claadded by the Industrialand origiaCommercial by Federal Adaptation of Laws Order, IVor 1974.
Orders) (Amendment) Act, XXIII of 1973, E.mpioyment (Standing by 01 d.•X I17.

)mendment he nlnusofiala .Adedbm 
' 

and1h) bs. by ibid. 
197 .
Actx hy i.l and Commercial Emp!oyofent(Stndi., 



62 L . C. E. ,. 0.) ,,., 196----

Provided that no such agreement shall have the effect of taking away 
or diminishing any right or benefit available to the workmen under the pro.
visions of the Schedule. 

5. Posting of Standing Orders : The text of the Standing Orders shall
be prominently posted and kept in a legible condition by the employer in 
English and Urdu, and in the language understood by the majority of his 
workmen on special boards to be maintained for the purpose at or near 
the entrance through which the majority of the workmen enter the indus. 
trial or commercial establishment and in all departments thereof where the
workmen are employed. 

6. Inspectors : (1) The Inspectors of Mines appointed under Section 
4 of the Mines Act, 1923 (IV of 1923), the Inspectors appointed under Se' 
tion 10 of the Factories Act, 1934 (XXV of 1934), and such other persons
not being '0 fConciliators Pppointed under the Industrial Relations 
Ordinance, 1969 (XXIII of 1969)]fas Government may by notification in th. 
official Gazette. appoint, shall be the Inspectors for the purposes of thil 
Ordinance within the local limits assigned to each. 

(2) An Inspector- ray at all reasonable hours enter on any premises
and make such examination of any register or document relating to tb-. 
maintenance or enforcement of the Standing Orders and take on the spot 
or otherwise such evidence cf any person, and exercise such other powers
of inspection, as he may deem necessary for carrying out the purposes of 
this Ordinance. 

(3) Every Inspector shall be deemed to be public servant within th. 
meaning of the Pakistan Penal Code (XLV of 1860). 

7. Penalties and procedure : (1) An employer who modifie3 tb. 
Standing Orders applicable to his industrial or commercial establishment 
otherwise than in accordance with Section 4, shall be punishable with fin: 
which may extend to five thousand rupees, and in the case of a continuil 
offence, with a further fine which may extend to two hundred rupees for 
every day after the first day during which the offence continues. 

(2) An employer who does any act in contravention of the Standin 
Orders as applicable to his industrial or commercial establishment shall be 
punishable with fine which ray extend t one hundred rupees, and in th'. 
case of a continuing offence, with a furgier fine which may extend to twen
ty-five rupees for every day after the first day dtirng which the offen 
continues. 

(3) Whoever contravenes any-of the provisions of this Ordinance shaIR 
if no other penalty is elsewhere provided by or under this Ordinance N 
such contravention, be punishable with fire which may extend to 0 
hundred rupees. 

(4) Whoever. having been convicted of any offence punishable und 
sub-section (1). (2) or (3), again commits such offence shall, on.convictio 
be liable to double the punishment prescribed for such offence under tb 
aforesaid sub-sections. 

(5) No prosecution to an offence punishable under this OrdinanC 
shall be instituted ex'ept by or with the previous permission in writing 
the Inspector. 

10. Words subs. bf the Industrial and Commercial Employment (Standing Ordep 

(Amendment) Act. %Xtttof 1973. 

<2 

f No Court other than a Labour Court established under the 

Jndustrial Relations Ordinance, 1969 (XXIII or 1969) shall try any offcnce 
' der this Ordinance.]

7A Omitted by''Industrial and Commercial Employment (Standing 

Ortders) (Amendment) Act, XXIII of 1973. 
Power to exempt: Government may, subject to such conditions 

=s t thinks fit to impose, by notification in the official Gazette, exemptXny industrial or commercial establislment or class of such establishments 
fiY all or any of the provision: of this Ordinance. 

9. Protection to existing conditions of employment : Nothing in this 
-Ordinance shall affect any law, custom, usage, award or agreement in force 

ammediately before the promulgation of this Ordinance in so far as such 
aw, custom, usage, award or agreement ensure conditions of employmen: 

=ore favourable to workmen than those provided in the Standing 
Orders. 

Repeal : The Industrial and Commercial Employment (Standing 
Odis) Ordinance, 1960 (II of 1960), in its application 
ieiby repealed. 

'. 

by the Labour Laws (Amendment) Act, XI of 1976. 



SCHEDU LE 

STANDINIG ORDERS 


[Section 2 (g)] 
be classified1. 	 Classification of workmen (a) Workmen shall 

" 
as-

(I) 	 permanent, 
(2) 	 probaioners. 
(3)prbaioers,

(3) 	 badlis, 
(4) 	 temporary, 

(5) 	 apprentices. 
hasbeen engaged or(b) 	A "permanent workman" is a workman who 

likely to last more than nine monthbwork of permanent nature 
period 	 of thretand ha- satisfactorily completed a. probationery 

months in the same or an'other occupation in the industrial oi 

commercial establishment, and includes a badli who has beet 
employed.for a continuous period of three months or for on 
hundred and eighty-three days during any period of twelve consc 
cutive months, including breaks due to sickness, accident, leave 
lock-out, strike (not being an illegal lock-out or strike) or involun

who hatary closure of the establishment l2 [and includes a badli 

been employed for a continuous period of three months or for on 
b.undr-.d and eighty-three days during any period of twelve conse 
cutiv- months.] 

(c) 	A "probationer" is a workman who is provisionallly employed 
in a post and has not completed th;fill a permanent vacancy 

month3' service therein. If a permanent employee is employ 

as 	 a probationer in a higher post he may, at -any tir 
during the probationary period of three months, be reverted to b 
old permanent post. 


w se 	 the pcst of 
prd) is a workman who is appointed in t ptffdiscontinuance"Badli 
permanent workman or probationer, who is temporai 

(c)A "temporary workman" is a workman who has been engag 
for work which is of an essentially temporary nature likely to 
finished within a period not exceeding nine months. 

who is an apprentice within t
1:;[(n An "apprentice" is a 	 person

meaning of tb-rc Apprenticeship Ordinance, 1962 (LVI of 1962).] 

2. Tickets : (1)Every workman employed in an industrial establi 
a permanent ticket unless he is a probationer, a 	 bad 

ment shall be given 
temporarywo.Atendae 

12. 	 Words added by the Industrial and Cemrncial Emfloymant (Stand;ng Ord' 
(4meodment) Act, XXIII of 1973. (Standin; odl 

subs., by the industrial and Commercial Eml-yrnzat
13. 	 Clause (f)

(A-mendmient) Act. XXIII or 1973. 

3-7]."'t, I & C. E. (S. 0.) Ord., 1969 	 03 

a departmentalz..(2) Every permanent workman shall be provided with 

and shall on being required to do so, show it 
tket, showing his number, 
, rv0ry person authorised by-the employer to inspect. 

a bndli card, on which shalt be
k(3) 	 Everybadli shall be provided with 

the days-on which he has worked in the establishment, and which 
S 	 NRiered:fIl be surrendered if he obtains permanent employment. 

workman shall be provided with a 'temporarya(4) Every temporary 

he shall surrender on his discharge.
.c.ct.wich 

(5) 	 Every apprentice shall be provided with an apprentice card, which 

shall be surrendered if he obtains permanent employment. 
Every 

.. 2.A. Terms and conditions of Service to be given in writing: 

kman at the time of his appointment, transfer or promotion shall 
the 	 terms and conditionsV:iiovided with an order in writing, showing 

'Or his service]. 
j 3. Publication of working time: The periods and hours of work for all 

shall be exhibited in LJrdu and in the
_qlises of workmen in each shift 

ncipal languag of workmen employed in the induztrial or,-commercial 
the main entrance ofnotice boards maintained at or nearsiablishment on 

if any.'the establishment and at the timekeeper's office, 


3_.' -I:Publication of holidays and pay days : NoLices specifying (a) the
 
observed by the industrial or rommercial establishment as holidays-ays 


zd-(b) pay days shall be posed oa the said notice board. -

Publication of wage rates : Notices specifying the rates ofwages
 

ubicato n of wge as Noticsses of aes 
to all classes of workmen and for all classes of work shall be dis

payabli 

l.ayed on the notice boards. 
S working : More than one shift may be worked in a depart"hift 


.It6or'any section of a department of the industrial or commercial estab

1llihent at the discrection of employer.L 

fmore than one shift is worked, the workmen 	 shall be liable to be 

" lferred from one shift to another. No shift working shall be discontinu
being given prior to such discontinuance.yithout one month's notice 

Pvided that no such notice shall be necessary if, as a result of the discon

cof the shift, no permanent. employee will be discharged. If asa 
of shift working, any permanent workmen are to 

... rged they shall be discharged having regard to the length of their 
term of service beingastin the establishment, those with the shortest 

ed first. If shift working is restarted a week' s notice thereof shall 
* :by posting a notice at the main entrance of the establishment and 

ekeeper's, office, if any, and the workmen discharged as a result 

intinuance of the shift. shall, if they present themselves at the time 
eestarting of the shift, have preference in being re-employed, having 
d to the length of their previous service under the establishment, those 

"the longest term of service being re-employed first. 

and late coming : All workmen shall be at work at the 

chaientat the time fixed and notified under Stading Order 3.Work
"ttending late shall be liable to the deduction provided for in the Pay

O.Wages Act, 1936 (IV of 1936). 

ding Order 2--k added by the Tnduttri~l and Come:rci.l Emiployrcrnt (Standin;
Ordrs) (Amendmenti Act. XNIII of 1973. S. 6 (b). 



8. Leave : t[BM ) Holidays and )cave with pay shalbl o eh.einaer pefi a l-- .
 . old.. . ..an, . . 67',
hereinafterproducion eawd;as [ so. 6~lO- J0 [ S. 1 0 B -1o Ci I &C. E. (S . 0 .) O rd ., 19 68 
(a) Annual holidays. fastivai holidays, casual leave and sick leave as 

provided for inChapter IV-A of the Factories Act, 1934 (XXVor
),

(b) other holidays in anddeathaccordance withusage.] the law, contract, Custom and 
(2) A workman who desires to obtain
the employer, leave of absence shall
who shall issue orders on the within week*ofits submission application a apply tor twa days prior to the commencement

for, whichever is earlier, 
of the leave appiedprovided that if themence on leave appliedthe date of the application within three 

for is to corn. 
der shall be given on the same. If the 

or 
leave 

days thereof, t1~e or.
asked for is granted, a leavepass shall be issued to the workman. If the leave is refused or postponed,tiefacts of such postponement or refdsal and the reasons therefor shall berecirded in writing in.a register to be maintainedthe vorkman so desires, . for ihe purpose, and ia copy of the entry in the register shall be suppli.ed to him. If the workman after procceding on leave desires an extensionthereof he shall apply to the employer who shall send a written reply eithergranting or refusing extension of leave to the workman if.b is address is available, and if such reply i."likelyleave originally granted to him. to reach him before the expiry of theleveoignll ra=d!ohi.-f(3) & (4) Omitted by the Industrialand CommercialEmployment (Ston.ding Orders) Amnendmnent Act, XX;II of 1973,, S. 6 e). 

9. Casual Leave : Omitted by Industrialand CommercialEmpoymnert(Standing Orders)(Amendment) Act, XXIII of 1973.10. Payment of wages : (I) Any wages due to thepaid on workman but notthe usual pay day on account of their being unclaimed, shall bepaid by the employer on an unclaimed wages pay day in each week wbicbshail be zotified on the notice boards as aforesaid. 
-


") All workmen shallpiry of the 7th or be paid wages on a working day before the ex-of which the wages 
10th day after the last day of the wage period, in respectare nayable if the totalin the establishment is 1,000 or 

number of workmen employed
less or exceeds 1,000 respectively.

36[I0-A. Group ' 
incentive scheme : (1)In every industrial.establishmenlwhich is a factory and in which fifty or more workmenthere shall be introduced arc employedfrom such date as may be specified by the Provincial Government, by notification in the officialscheme to provide incentive for greater 

Gazette, a group incentivejproduction to groups of workmeemployed in uc.,the factory. The scheme shall provide the manner inthe performance of different groups which
of workmen, whether in the same sec-tion, shops, department or shift or in different sections, shops, departmenor shifts, shall be evaluated.
 

or s ift , s all e e alu
ted.Mon 
tional :leave(2) The incentivewith shall be in the formwages or in both such of additional wages or add&'forms to the members of thegroup of workmen whose production exceeds that ofthe average of all the groups. The incentive "he other groups 0rshall be according to suc l. 

15. Sub-section (I), subs.by the Industrial and Commecial Employment (Standing 0Ar,rs) (Amendment)Order Act, XXIII of 1973.16. Standing 10-A added by the Labour Laws 19'2, Sec. 2 and Sch. (Amendment) Ordinance, IXd 

s may 'e prescribed and shall be related to the extent of the exces.achieved by the group with the best performance.]
-17l0-B. Compulsory group Insurance 
 (I)The employer
 

rill
the permanent workmen employed byand disability and] death him insured against If naturaland injury arising out of contingenciesnot covered by the Workmen's Compensation Act,tboe[Provincial] J~mployees' 1923 (VIII of 1923),Social Security Ordinance, 1965 (Ordinance
or 

(2)"HNo XofThe1965).employer shall in all cases be responsible for the-the amount payment ofof prcmia and for all administrative arrangements whether
carried out by himself or through an insurance company.6 (3) The amount for which each workman shallles1i than be insured shall not bethe amount of compensation specified in Schedule IV to theWorkmen's Compensation Act, 1923 (VIII of 1923)].2C[(4) Where tie employer fails to have a permanent workman emplov-d by him insured in the manner laid down in clauses-uch' 'workman suffer death (1), (2) and (3) andor injury arisingmentioned in clause (1), 
out of contingenciesthe employer shall pay, in thethe heirs of such workman, case of death, to 

sum of money as 
or in the case of injury, to the workman, suchwould have been payable by the insurance company haduc workman been insured.e h wok a b eni 
 urd
 

()Alcamofawrencluse 4 . shall be settled in the or. his heirs or recoverydmnation and recovery same manner of money undern.s .1 hl of compnsation under 
as 
the

is 'provided for the deterestldi 
h aem, Workmen's.. ' -y.o oe
Gompensa
tion Act, 1923)]. 

n~
 

.10C-" Pav~mnt of bonus: 
() Every employer making profit in
 
ln.' ear shall pay o[for 


year 
that year within the three months of the closingoy hllhatto the worken who have beenyea!- era cto his employment in thatore ho not less than ninety days a bonus
I.,.to intoth
d wages payable to suchtion to the wages p eo workmen.or
 

" (2T•
 
f e amount of the bonus payable shallif the amount of the profit is not less than the aggregate of one,. month's wages of the month's 
.q;notless than 

wages of the workmen employed, be_..'.a)tl the amountthe amount of such aggregate, subjectof such aggregate to theo the- maximum of thirty per cent, of such profit.§ ills'tration1 If the profit is Rs. 1.20,000.00, and tbefiontustwgeo 
al 

f the rmen is Rs. 30,0000, t e ar--ayblensh's wages of the workmen isRsg 30,000 onsl be no les tathagraeofnem the amount
b'ay Rs. 30,COO 00o t'sw 

*-, 00.00.
 
-
 2 : If the profit is Rs. 33,000.00 and the 

aggregate of 
t b 

os atofes, that 

aggregate to one 
h'swages of the workm en is also Rs. 30,000.00, the amount of bonusI .g Order 10-B added by the Labour Laws (Amendment) Ordinance IX ofLE97?, S. 2 and Sch. 

by the Labour Laws (Amendment) Act, XI or 1976. 
sby the Federal Adaptation of Laws Order, IV of 1975.Z.dded by he Idustrial and Commercial Employment (Standing Orders) (Amend.t , Order o- 1974.7 

Ianding Order 0C added by the Labour Laws Ordinance, IX of' 197,Sub%. for the word 'in' by Act XXIIt See.of 1973 S. 6 (c)(i).Ilust'rat added by Act, XXIIIof 1973. 

http:30,000.00
http:33,000.00
http:1.20,000.00


Payable shall be not less than thirty per cent. of 	 _ _' -jRs. 9,000,00 ;j. the profit, 	 U.that is to sy.r 	 Oj L: !- IS. o) Ord., 1968(b) 	 vmiv them due notice or pay 69inIf the amount of the profit is less than the aggregate 	
their services may be terminated after givigparagraph (a). the amount or bonus payable 

referred to in 
fifteebnpcr cent. of such profit. shall bi not less than or 

(4) The employer may in the event of a strike affectingpartially 	 either wholly(3) The 	 any section or departmentbonus payable to a workman 	 either wholly or partially, of the estabiishment close down,entitled 	 such sectionclause (1) shall bear to his monthly wages the same 
thereto under section or department affected 

or department and any otherproportion as th6 totalbonus payable by the employer bears to 	the aggregate of the wages 
closure shall by such closing down. Theto in 	 be notified by fact ofg 	 referred notices such 

N.I.T. 	 clause (a n e paidTeiter in cash or 
or department, concerned and 

put on the notice board in the sectionag 	 inUnits of equivalent value at the-option re at toy e in a practicable. 	 the time-keeper's office, if any,o itsueh rgeerred as The workmsn 	 as soonworkman,c pr 	 concerned shall also be notified(4) 	 c ic b e Th workm eNothing in this section shall be 	 notice, prior to resumption of co c r e shal bee a generaldeemed to affect the right of an3 	 work, also no ife aaworkman to receive any bonus other than that payable 	 25 1I-A. 
a; to when work will be resumed.under clause (I) tc 	 Closure of establishmentwhich he may be entitled in accordance with the terms 	 tamedin StandingOrder 11, Notwithstanding anythingor any usage or any settlement of his employmeni 	 no employer conor an awarl of a Labour Court established 	

shall 2 [trernioatethe employunder the Industrial Relations Odinance, 	
ment or more than 50 per cent. of the workmen or] close down1969 (XXIII of 1969). 	
of the establishment without prior permission of the 

the whole
behalf, Labour Court in ibis:cept in the event of fire,

(a) "N.I.T. 
: For the purpose of this section-	 Explanation: catastrophe, stoppage of power supply,Units" means 	 'Ciosethe Units referred 	 baxplanationepiemics orto in the 	 civil commotion.Investment (Unit) Trust Ordinance, National workmen beyond 

down' in this Standing Order includes lay-off of1965 (VII of 1965) ; .urteen(b)"Profit" means 	 establishment days where such lay-off resultsthe "net profits" 	 but does not include iii closure of anas defined in Section 87-C of the 	 iock-out declared, commencedCompensation Act, 1913 (VII of 1913) 
continued 	 orin accordance with the(c) "wages" , and 	 provisions. of the Indus,:ria!does not for the purpose of calculating Ordinance, 	 Relations 

to a person 	 the bonus payable . 1969 (XXIII of 1969)].under clause (i), 	 27[12 Terminationinclude 	 of employmentthe bonus referred to in 	 : (I) For terminating1936). 	 enployclause (vi) of See :2 .	 ment of a permanent %orkman, for anv reason other thanof the Payment---of Wages Act, 1936 (IV of o t oi 	 misconduct one11. t 	 es albStoppage of work :(1)936). gOne The employer may, 	
month's notice shall be giveni eeitherih 

byrb 'h m l h nmonth's 	 m s .n u t n
at. any time, in the 	 wages calculated on thethe employerbasis of or the worlrn.n.event of fire, catastrophe 	 by the workman average wages earnedstop any section break-down of machinery 	 duringor sections of 	 the lastsupply, epidemics, civil the establishment, or stoppage of power 	 three months shallcommotion wholly or partially for notice.	 be paid in lieu ofor other cause beyond 	 (2) No temnpoary- workmen, whetherhis control,	 monthyrtdany period or periods 	 .vel-rtdor without notice.(2) to any notice if his servicesIn the event of such -toppage during working hours, the workmen 
daily-rated or piece-rated, are terminatedaffected shall 	 and no probationer orbe notified by notices 	 by the employer,badi, shall be entitledput up on the notice board in the 
such workman be required to give any notice or Day wages 	

nor shall anyin lieu thereofable, when work will be resumed and whether they are 	
to the employer if he leaves employment of his own accord.their place of 	 to remainwork. The workmen 	 or leaveshall not ordinarily be required to 

(3) The services of a workman shall not be terminated,remain for more than two hours after the commencement of the stoppage. 
man be removed, retrenched, discharged 	 nor shall a work-If the period of detention does not exceed 	

or dismissed fromept by an order in writing 	 service, excdetained shall not be paid one hour, the workmen 	 which shall explicitly
detention exceeds one hour, 

for the period of detention. If 
so action taken. In case a workman 	

state the reason for thethe period of~ the workmen soreceive wages for receive~ ~ ~ ~ detained shall be 	 vices or removal, retrenchment, 
is aggrieved by the termination of his serthe ~ entitled to 	 dischargewhole of the time, during ~ ~ ~ tion in accordance 	 or dismissalhe~ wgsfrtewoeothtieduigwihteardeandotesadcioallaas a result which they ~~~~~~~, 	 may 2 F[take acof the stoppage. 	 are detained with The provisions of) Section 25-ApplyprovsionIn the case of piece-rate 	 Relations Ordinance, atthey of the Industrialworkers, the 	 1969 kXXfII of 1959),o etinherdesoftaverage daily earning 	 and thereupon theanprovisionsddurIafor the previous 

of thc said section shall apply as they apply 	to the redress of anmonths shalldaily wage. be taken to be the 	 individualWhenever practicable 	 grievanceresumption of normal work. reasonable noticereao 	 shall be given ofIenioc aushe ) tesae aid on 	 (4)plant, a temporary curtailment of production accout Where the 	services of any workmenplant 	 eof ailee of are terminated; the wages earcase ry 	 or any stoppage ofcurtrimen e 	
red by him and other dues, includingf producto of a work for the second workin~g day from the day on

payment
which his

f-utopgof woilr fo 	 r unavailed leave as dereasons mentioned 
amount equal to 

to clause (1)', they 	 shall be paid by 
fined in clause (I) or Standing Order 8, shall 

services are terminated. 
one-half the em ployer ant 	 ba paid before the expiry ofof their daily wages 	 e s co d w r i gdays of lay-off as compensation. during the first fourteen	 ay f m th d y on h ch h sWhen, .however, the workmen 	

er c s a e t r 
laid-off for an incefinite period beyond 	the above-mentioned fourteen-days, i a e .have to be 2S.; (Amendment)S.0. 11-A added by the Industrial and Comm-rcial EmploymzntAct. 	 (Standini Orders26. 	 XXIII of 1973, S. 6 (g).0.

Inserted by t.e Labour Laws (Amendment)24. C(Armendment)la use Act, 	 Act. XI o(3) s u bs, by the Indus tria l 	
27. 

1976.XXIII of 1973 and Co mmei ci al Ern?Ioy m n.-t ( S a d (ngeS- Oa rdiders) 2 8. S ubs .b 

12 

y 

subs. for the original by the Labur Laws (Amendment) Act, V of 1972.t t e iment) Act, XXIII ddt s ralr a nof 973. an,nid Cuom.o ui cic ca ai E'mm l y e t ( tp oy ment (S tan dnini gs Oordders)r )(A( m-e ndn-, 

'N 



71 
0)) The serv ces of a permanent orte-rmirated on the ground 	 temporary workman shall not beor misconduct otherwise than in the manner pre-

scribed inStanding Order 15.
(6) Where a workman resigns from service or his.services are termina-ted 	by the employer, for any reason other than misconduct. he shall, inaddition to any other benefit to which he may be entitled under this Ordi-.nance or in accordanc with the terms of his empioyment or any custom.usage or any settlement or an award of a Labour Court under the Indust-rial 	Retations Ordinance, 1969 (XXII[ of 1969). be paidgratuity equivalentto !!'[twenty] days' wages, calculated on the basis of the 3 0[wages admissibleto him in last month of service if he is fixed-rated workman or the highestpay drawn by him during the last twelve months if he is a piece-ratedworkman] for every completed year of service or any 	part thereof in excessor six months : 

Provided that, where the employer has established a Provident Fundto which the workman is a contributor and the contributionyer to which is not less 	 of the emplo-than .the contribution made by the workman. nosuch gratuity shall be payable for theFun has beun period during which such ProvidentFund has been in existence. 
(7) A workman shall be entitled to receive the amount standing tohis credit in the Provident Fund, including the contributions of the emplo-yer to such Fund, even if het resigns or-is dismissed from service 3fxxxi.32[(8) Where a workman dies while in thegrauit in service of 'he emplcyer, hifdepaidndat~s allbe ccodane 
wth h rovsio s o 


dependant, shall 
clause (6) 

be paid gratuity in accordance wth tht provisions of 
Provided that no payment of gratuity in suchwise than by a deposit with the Commissioner, cases shall be made otherwho shall proceed withthe allocation of the deposit to the dependant of the 	 deceased inance with the provisions of Section 8 the 	

accord-
of Workmen's Compensation 

Act, 1923 (VIII of 1923).
(9) If the employer fails to deposit theclause (8) 	 amount of the gratuity underthe 	 dependant of the deceased may make an application to theCommissioner for the recovery of the amount thereof. 
Explanation : "Commissioner" and "dependant" in this StandingOrder shall have the same meanings as are respectively assigned to them inthe Workmen's Compensation Act, 1923 (VIII of 1913)]. 
13. 	 Where any workman is to be retren-

Procedore for retrenchment: 
ched and he belongs to a particular category of workmen, the employershall retrench the workman who is the last person employed in the cate-gory. 

IA. Re-emplument of retrenched workmen: Where any number of work-men are retrenched and the employer proposes to take into his employment

any person within a period of one year from the 
 date of such retrenchmenthe shall give an opportunity to the retrenchedcategory concerned, by 	 workmen belonging to thesending a notice by registered post to their lastknown addresses to offer themselves for re-employment, and they shall have 

29. 	 Subs.for "fifteen" by the Industrial and Commercial Employmet (Standing Orders)(Amendment) Act, XXIII of 1973.30. 	Subs.by the Industrial and Commercial
ment) Act, XXIII of 1973. 

31. ertain words omitted y IndustrialOrders) (Amendment)Ad Orders)ntXXII or 1973XXIII of 1973.
32. 	Clauses ( )and (9)added ibid. 


Emp'loyment (Standing Orders) (Amend 

& C- E.(S.O.)'Ord., 1968

preference over the perrsins, each havig Priority occording to the length 
of his service under the employers3fProvided that, in the csse of a - Lactoy ,,:. , meaning
of Section 4 of the Factories A Z,, 1934 (XXV of 1934), a workman wnowas retrenched in one seacn and reports for duty within Len days of theresumption of work in ne factory in the immediately following seasonUfshall be given pref.rence for emPloymcnt by the employer)35 (Prov"3ed f-.rther that, in the caseemployer 	 of such a seasonalmay ')y st.ding notice by registered post to the ]a~t knohnaddress of a w',rkman who was retrenched in one season require him toreport on a Cay specified in the notnotice, being earlier than ten dasbefore resumption of work ir such factory, and if such workman so reportshe shall be !iven preference for employment and paid full wages from the 
day he reprrts.]

3C[I4--- . Special provisions for construction iiorkers : Whereworkman is retrenched or discharged 	 any
by a contractor or any emploverengaged in the construction industry due toto completion,com cessation, disleiontcsstioe.continuance of work, he shall be given preference for employment in anyother Simila- work undertaken by [be contractor or employer within a
period of one 
 'ear from the date of such retrenchment or dischargeProvided tLat wherehis retrenchm ent a workman is re-employed within-r discharge, 	 one month ofhe shallr ee be de emenuous serviceof th contractor or 	 o hadito h v ben in contpemployer notwvithstanding the n nie ninterrup

lion caused by his retrenchment or dischiarge paidbut 	 no wages shall beto him for the period of ir15.
Puishments 
 ) A
the 	manner Prescribed rkman may be reprimanded or fined inunder the Paymay be Act, 193o(IVon
m936).uto three paisa in the rupee or Uhwages
1936). uo 	 act, to iV ofathe foisa in t e wages payable to him in a 
month, 

(i) 
for any of the following acts or omissions, namely :in cases where the Payment of Wages Act, 1936 (IV 	of 1936), isapplicable, the 	 list of" acts and omissions for which fine may belevied shall be same as approved by the Chief Inspector of 

, Factories or any other officer concernghle

the following shall be lst of acts and omj:siors(a) disregard or disobedience of rules or orders 

(b) improper behaviour, such as drunkenness(c)making false or misleading statements
 
-. fd
 
( 'nciert, dilatory, careless 
or wasteful working 
(e) rnainlingering.
(2) A workman found guilty of misconduct shall be liable to .e following ilt
 

w punishments
(0 fine in the manner prescribed under thei- ; 936 (rV of 193a), up to three paisa 

payable
de by 

to him in a montn 
Proviso added the Labour Laws (Amendment) 

any 

Payment of Wages Act,
in the rupee of the wages 

and 	 Commercial Employmen (Standin(Standing(Amndmnt AtI 
o.Standin Order 14-ASandin added by theorders) (Ame.ndment Industrial andAct, 	XXI74 1973. Ccmmcrcial.f Employment 

Firstisch Ordinance,
Subs for--all IX of 1972.Sc2an(Amendment)secondProviso abdedrc'emplOed.' by he Labour Laws AAct-V of.9 



exceedi n- -g_'ear;• kI LU 

...one. y............ 
(iii) reduction to a lower post ; or 
(iv) 	 dismissal without payment of any compensation in lieu of notice, 

(3) The following acts and omissions shall be reatedconduct-h 	 as mis-

(a) 	wilful insubordination or disobedience, whether alone or in 
combination with others, to any lawful and reasonablecombition wthe 	 order of a 

(b) theft, fraud, or dishonesty in connection with the employer'sbusiness or property b 	 owhose 
(c) wilful damage toalordt oaccpommodgodsortroeryn.ce to or lossloss ofmployer's goods or property,(d) 	taking r giving bribes or any illega! gratification 
(e) 	hai'-.jai abseuce without leave or absence without leave for moreth.n ten days 


(.f) habitual late attendance; 

(g) 	habitual breach of any law applicable to the establishment ;
(hI riotous o,- disorderly behaviour during working hours at the 

establishment or any act subversive o discipline •etbsmnoayatuvrvodspi 
(i) 	 habitui negligence or neglet of work; 
(j) 	 frequent repetition of any act or omission referred to in

clause (1) ; 

(k, striking work or 
inciting others to strike in contravention of the

provisions of any law, or rule having the force of law ; 
(1) go-slow. 

(4) No order of dismissal shall be made unless the w'orkmln con-cerned is informed in writing of h- alleged misconduct 3 7[within onemonth of the date o such miscorduct rr of the date on which the mdmisconduct comes 	 alloedto the notice of the employer's] and is gives an oppor-

- tunity to explain the circumstanc-: alleged against him. The approval
of 3 8[the employer Ehall b: required in every case of dismissal] and, theemployer shall institute indt.endent iuquiries before dealing with charges

agaist worman(5)against a workman:

39[Provided that the workman proceeded against may, if he 
so 	 desiresfor his assistance in the enquiry, nominate any workman employed in that

establishment and the employer shall allow the workman so nominated 
to 	be present in the enquiry to assist the workman proceeded against ad
shall not deduct his wages if the enquiry is held r$uring his duty hours.] 

(5) Where, for the purposes of conducting an inquiry into the allegedmisconduct of a workman, the employer considers it necessary. he 
time 	37[Sosuspend the workman concerned for a period not exceeding0 

may 
four days at a

time a~so, however that the totai period of such supension shall not 
exceed four weeks except where the matter is pending before an arbitrator. a Labour Court, Tribunal or Conciliator for the grant of permission under 

37. 	 Ins. by the Labour Laws (Amend'n:nt) Act. XL1of 1976.33. 	 Subs, by the Inoustrial and Commercial Ernploym-nt (Standing Orders) (Am-nd-
mciii) Act. %MIII of 1973. 

aresidentialworkman and any other person occupying through such workman theraes fte accommodation in respect ofoka . uhohr!esnfist which the order of eviction isaaeteacmo 
m0ade, if the- workmandation within th o.- such other person fails to vacate thetime a;owed under clause (3).	 accommo

( A p-
A. policc offic-~ acting, under an order of the Magistrate under::'clause (4), .hall notify the occupantscontents 	 of the premises in question, theof 	the Magis:-ate's order and his intention to enter on suchpremises, r d shall alow at least two hours' time to the occupants to

Vacate the premises and shall give all reasonable facilities to the children
and female occupants, if any, to withdraw therefrom before applying any
force for taking over the possession of such premises. 

(6) Where a Workmn occupying residential accommodation providedt, him bthereaployr ci, res ribedint i d
oghOr by the rn-utcatis dies, the procedure prescribedIn g 	 Order shallemploer nuttandis and inso 	 far asaplcbethis Standp%for evicting any Person, who was occupying the premises through such

Wor , and personh 
continues to remain in occupation thereof. 

17. Provident Fund : (Omittedtf19%:.	 by the Labour Laws (Amdt.) Act, 

-'9-
Grievance Procedure : 37[Ornitted by the Labour Lawi Amd:. 

riac. o!o 

-5ection 4oot the ifdustrial Relations Ordinance, 19l;9 (XXIi of 1969)]. 
The order of susp ensi on shall be ia w riting, and m ay take .effect imme
diately on delivery to the workman. During. the period of suspension,
the workman .con=erned shall be paid by the emthoyer subsistanceallowance of not less than fifty per centum of the wages. If the workman 
is found not guilty, he shall be deemed to hive been on duty during theperiod of suspension and shi!: be entitled to the same wages as he wouldhave received if he had not been suspended. 

136. Eviction from residential accommadation : (I) Notwithstandingprovisions of any law for the time being in force, including those ofthe Urban Rent Rcstriztioa Ordinance, 1959 (VT of 1959), a workmanoccupying residential a=commodation provided by his employer, who hasresigned or retired or has been retrenched, dischargedservices have been terminated, 	 or diismissed orshall vacdte such accommodation 

within a period of two months from the datemissal or termination ofof servicsries, as the case of mayhistbe,retrenchment, dism b pprovided tthat inin 
case of re-instatement of the workman, the employer shall be bound toprovide him with similar residential accommodation from the date of suchre-instatement or pay him per mensem an allowance in lieu thereof at the 
rate of three times the wages of the last full working day. 

(2) If a workman. who has been retrenched, discharged or dismissed,
or whose services hav_ been terminated, fails to vacate any residential
premises provided by the employer, within the period specified in clause (I)the employer may lodge a complaint with a Magistrate of the First Class 
having jurisdiction in the area where such residential accommodation is 
located. 

(3) The Magis:ratz on heri;g the parties, may, notwithstanding
anything contained in any other law for the time being in force, summarily
decide the case and may pass an order of eviction, giving the workman a
rea:onable time to vacate the premises. 

(4) Where a Magistrate passes an order for the eviction of a workman, he may also pass an order directing a potice office- t. evict such 



-- 

19. Certificate of iermination of service . Every permanent work
man shall be entitled to a service certificate at the time of his dismissal, 
discharge, retrenchment or retirement from service. 

20. Liability of empolyer. The employer of an industrial andcommercial es:blishment shall personally be held responsible for the THE 
proper and faithful observance of the Standing Orders, whether or not the 
workmen of such establishment are employed through contractors. PAYMENT OF WAGES 

- ACT, 1936 
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(PROCEDURE AND FUNCTIONS) REGULATIONS, 1973 
Islomabad,-t:he18thApril, 1973 

S.R.O. 526 (I)/73.-In exercise of the powers conferred by section 22F 
of the Industrial Relations Ordinance. 1969 (XXIII of 1969), the National 
Industrial Relations Commission, with the prior approval of the Federal 
Government, is pleased to make the following regulations relating to it& 
procedure and the performance of its functions namely 

CHAPTER 1 

PRELIMINARY 


1. Short title and commencement.-() These regulations may be 

called the National Industrial Relations Commission (Procedure and Func. 

tions) Regulations, 1973.tion) Reulatons,1973.- -functions 

(2) 	 They shall come into force at once. 

2. 	 Definition.-(1) In these regulations unless there is anything re-
pugnant inthe subject or context,--


(a)"Bench" means a Bench of the Commission or, as the case may 
be. a Full Bench of the Commission, constituted under section22B ; 22B 

(b)"Chairman" means the Chairman of the Commission and ::ic'u
des the Senior Member nominated by him to perform the func-

of 	 the Chairman during histions, and exercise the powers 
absence; 

(c) "Commission" means the National Industrial Relations Coin-

mission constituted under section 22A and includes a Bench 
(d) 	 "form" means a form appended to these regulations ;rade
(e) 	 "Ordinance" means the Industrial Relations Ordinance, 1969() 	"fOrdinac"meansfo apIndustdt Re 999.ethesel glations rd, 

(XXIII of 1969) • 

(f) 	"Registrar" means the Registrar of the Commission appointed 
under regulation 6 and includes the Deputy Registrar of the 
Commission so appointed 

(g)"'Secretary" means the Secretary of the Commission appoin!ed 7  

under regulation 6 -; 


(h) 	 "Section" means section of the Ordinance .and 
( ) wrdsct d expressionsedt ein nu d e d th es (i) 	 words and expression used butinot defined in these regulatiol

shall have the same meanings as in the Ordinance. 

CHAPTER 11 

ETABLISI-IM ENT 

3. I-ead office.-Thc Commission shall have its head offiace 
Islmabad. 


4. Bench offics.-(!) For the purpose of efficient performance offunctions, the Commission may set up offices of its Benches in each P! 
vince under the supervision and control of the Secretary of the La 
Department of the Provirce concerned. 

.4S 

[Reg. S. 11] N.I.R.C. Regulations, 197339 
5. Working hours and holicdays'.-(a) Subject to regulation 7, the "head 

offlce of the Commission shall suchobserve working hours and holida2.s 
as are observed by the Federal Government at Islamabad; and 

(b) 	 Each Bench office shall observe such working hours and holi. 
days as are observed by the Frovincial Government of the 
Province concerned. 

6. 	 Officers and stff.--(t) The Federal Government or, if authoriscdby 	it, the Chairman may appoint a Secretary, a Registrar and one ormore Registrars of the Commission 
(2)The Chairman I on. 

c rmnes appoint other the such 
as he considersmaynecessa.-ybe assignedand each member pnfomisuion 

2 The ai a such staff for Cc'm 
as to him.- of the staff shall 

7, as ay b e sined o m. s t g o Such 

7a Place and time ins ofdBences -The shirs oa bech 
to his general control, the Bench may fix 

o i e ta no t h a h e on a h 

Provided that ohis be held on a holiday unless the Chaman or, subject to siting shallto do. 	 Reenral control. the Bench thinksin expedienlt oittepdcts _, 

CHAPTERIIICHAPTRAION
 

REGISTRATION
 
a- Application for registration. -(I) 
 Every applicationion of an iodustry.wise trade union shal be in form "A". for reistr,-

M""mi(2) Every application for registration of a federation or industrv -wizunions or a federation at the natioal level shall be in "form" B. 
rction 9Certificateread with ofclause ' o u-eto 8 fscin2Asalbregistration - The certificate of registration under 

W of sub-section (s)of section 22A shatsued in form 
Procedure registration.--o 

'ise trade union, a federation of such trade unions and a fedration at rtc 
national level, t!e Commission shall, subject .na eerion at thc 

iChapter, follow the prcedure laid downl in the Ordinance for the regis 

10: 
'C" under

for the signature of thetheRegistrar.registration of an 1ncustrv

itration of a trade union or, as the Case may be, afederationoftrade ,.s 
 :
 

Provided that, if an application for registration is m ade by an indury.wise trade a 	 mnionsunion, feceration of such trade unions or a federation :
the national level Which has previoush, been registered by the Registrr 

1Ppointcd under section 12, 	 the applicant shall subnit with the applicaticiiCOPY of the certificate of registration issued to it. 
.	 I. Limitation -Subject to the provisions of section 65B. an appeal

sder..ub-e t () oftsection 8, relating to the functions of 	 the Con..inder sub-ccio ..(3) _ ofrlatigatnP.Jsectionn, apluutiez
Sion shal) .be preferred within sixty days 

(a) from the date of the order rejecting an application for registry,.
tioo, it the appeal is preferred against such order; 

(1) from the last day of the period of fifteen da.s providCd in sb.section (1) of section 8, if the appeal .is priferred aca:n..: 1:d e yindis o II nr Ib, 

I 



(c)from the. last day of the period of three days as provided insub-section (2) of section 8, if the appeal is preferred rgainstthe delay in issuing a certificate of registratic.n withinperiod. ,uch 

12. Maintenance of registers etc.-(]) An application for the member-of an industry-wise trade union shall be in form "D".
sili ofan ~dusry-isetrae
(2) Every registered unon hal be n frm D".registerindustry-wise trade union, federation of suchtrade unions and a federation at the national level shall maintain.-
(a) a list of its members in form "E" 
(b) a register in form "F" showing the particulars of the monthlysubscriptions paid by the members and arrears,(c)printed receipt books in if any ;form "G" which shall be bound and 

of which- %-
(i) every page shall be serially numbered, and

(ii) b o nh l nd o h ch e e y p ge s alan account shall be maintained ; be. 
(d) an account book in form "H" theshowing receipt and eYpen-

diture which shall be bound and of which every page shall beserially numbered ; and 
(e) a minut--book, which shall be bound and of which every pageshall be serially numbered, wherein shall be entered-

(i) the date, place and at whichtime a meeting of the general
body or the executive of the trade union is held 

(ii) details of all points discussed and all resolutions passedsuch a meeting ; and at(iii) in case of a meeting of the general body the approximate
ttened
of th es annumber of workmennumbrho ofwormenmeti g na te metinwho attendedof theaexed utivgna ures inof asemotions hethe meeting and in case 

of meeting of the executive the
officers who attended the meeting. names and signatures of the 
(3) No minutes entered in a minute-book referred to in paragraph(e) of clause (2) shall be valid untilperson they have been confirmed by thepresiding at the subsequent meeting after their having been readout loudly at such meeting and the consent of all persons present at themeeting having been obtained. 
13. Limit of members of the executive.-The maximum number ofmembers of the executive of an industry-wise trade unionspecified below S- shall be as 

Where the number of workers employed in the establishment of the 
industry is 


(1) not more than-
 Number 

50 
 5


200 103t0
200 12 

00fled
400 14
600 


16
 
1,00 
 20 

5,000 25

(2) 10,000 or more 50 

Provided that, in addition to the members whose number is specified 
in the above table, there shall be on member of the eesutive fromamongst the workers employed in every establishme f .Register 
 3 Ofth industry..a14. Register ofindustrywisc trade unions etc.- Commission shall

register of i ndustrade trad ,oions for "andoa
level in
 of federations of such trade unions and federations at the national 
15. Annual Retur, -The annual return to be furnished by a registered

industry-wise trade union, a registeredand a federationregistered federation at the national of such tradt unionslevel shall be submitted.Registrar by the 30th day of April each year and shall be in form "K". 
to the 

CHAPTER IV.
 

COLLECTIVE BARGAINING AGENt
 

[ 
" ofstrsuch
rations " A AGdeterminingrations e nse
Bargain:ngOf suchAgenttradeamongstuni the tra v deresn terednngstered indnustr Wise trade un Collect:veCommis tde l o s eand the federaionsat the national s t0 

mison shall follow the- procedure zs underalevth
(1) Suppl oflist of ebers--The trade un
 

" 
 mination of Collective
their a trd unons applying for determembers n taghowings -ClOf in respect A shall submit list or 
epyectdon each member, his parentor department and fthhire a is

ber of the trade union.
 

(2) Fixing datethe cotetnae unodatio tno and Placefor ba/lot.-Thsaa ndot.he omisson haerx h
ate ndto imethe contesting trade union and -he employer;during which the ballot shall be held under inti-. 

Provided that the dateCommission if for reasonsor time so fixed may be postponed by theto be recorded in writing the hal:ot 
J. cannot be held at such date or time.
 

( onwith the dulysymbosTheauthori,ed Commission shall,representatives of the contestingunions, allot different serbolset o theonte s tingt rade 

after consultation 

for the ballot o contesting trade unions 
Provided that in case of a dis b Contestingunions about allotment of symbolste etwen thetsion shall be final and bindin o the decision of the Conmis 

Pr~vid-c bindinrg on all the contesting trade unionsProvided further that if a union fails to indicate the symbols 
) decision shall be final and bindingo 3o may allocate any smbol to suchon union and itsthe union ;concerned(4)Form of ballot Papcr.--Thevotes shall be cast by means of a ballotlpaper which shall be in Form 'L'. 

mission at
() Supply of ballot boe.res.The employers shall provide to the Comleast three days before the ballot as many Wooden 
by the Commission.boxes as may be required bvitwhich shall be of the size as speci.
 

egulalion 16subs. for the origins! Gaz. ofP:1an [S. R. O.St6 Pa- EOtr":158 I.(1)So 
Pt. 1t,2 Aug. 19.. 



(6) Stoppage of ballot. If at any time the ballot at any polling station 

is interrupted or obstructed for any reason, the Commission may 
stop the ballot and cancel the votes cast and shall, as soon there. 
after as possible, appoint another date, time and place for a fresh 
ballot for that polling station on the basis of the list of voters 
already verified. 
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(b) If the course of the polling, one ballot box has been filled to 
capacity and, in the opinion of the Polling Officer. can no longer 
be used for polling, the Polling Officer shall real it in the manner 
specified in sub-paragraph (b) of paragraph (15) and provide a 
new ballot box in the manner laid down in paragraph 10. 

(7) The number of polling booths.-The Commission shall decide the 
number and location of the booths to be provided for the ballot 
which may be in accordance with the specification given in 
Form 'M' ; 

Provided that the Commission may at its discretion in cases 

of establishments employing less than fifty workers call for votesby po;t in accordance wihtepoeueaddwnorsh 

(15) Commencement and cl of ba!!ot.-(a) No person shall be 
given the ballot paper before or after the hours fixed for 
ballot, except those persons who are within the polling booth at 
the closing time who shall be given the ballot papers and allowed 
to vote.to vfte 

b) After all the persons present within the pollin booth at the
closing, time have cast their votes, the Polnincrhllfrh 

postal ballot by itrdnc. with seal the opening provided for dropping the ballot paper in 

the ballot box in the presence of the polling agents and will record 

(8) Appointment of Polling Officers ard Balloting Officers, etc.-The 
Commission may appoint as many Polling Officers, Balloting 
Officers and other staff as it may deem necessary for conduct-
ing and supervising the ballot who shall perform ail such duties 
and exercise all such powers as are assigned to them by the 
Commission. 

(16) 
a certificate to this effect in Form 'O'. 
Unsealing of the ballot box and counting of votcs.-(a) After the 
ballot box has been sealed under sub-paragrapb (b) of paragraph 
(15). the Polling Officer shall unseal it in the presence of the 
polling agents and record a certificate to this effect in Form 'P" ; 
Provided that the absence of a [polling agent shall not affect or 

(9) Appointment of polling agents.-(a) The con:esting trade unions 
may appoint one polling agent at a time for each booth and give 
notice thereof to the polling officer half an hour before the com-
mencement of the polling: 

(b) 
delay the unsealing of the ballot boxes. 

Aft-r tht ballot box has been unsealled tinder sub-paragraph (a), 
th'z Polling Officer shall, in the presence of Polling agents, count 
ihe votes aad Iccoid the result of counting a~ongwith a certificate 

(b) 

(10) 

Provided that failure to nominate an agent shall not delay the 
commencement or affect he conduct of the ballot. 

The polling agents wiil witness the voting and assist the polling 

officer in indentification of voters, 

Commencement of ballot.-Before commencement of ballot the 

Polling Officer shall, in the presence of all the polling agents, 
satisfy himself that the ballot box is empty and thereafter szal the 
ballot box in the presence of the polling agents and record a certi-
ficate to this effect in Form 'N'. 

in Form "Q' duly signed by the polling agents. 

(c) If a polling agent refuses to sign the result sheet and the certi
ficate under sub-paragraph (b), this fact shall be recorded by 

the Pol:ing Officer on the result sheet in the presence of two 

witnesses. 

(17) Decision of objections.-All objections by the contesting trade 
union ihethbr before or at the time of ballot shall be given in 

writing :y the authorised representatives of the trade union to the 
Polling Officer who shall giv his decision at the spot which shall 

(I ) Identificationof voter.-The Polling Officer may require the voter 

to produce evidence of Identification as required by the Cornmis-
sion before issuing the ballot paper to him. 

(18) 

be inal and binding on the parties. 

Invalid i-allot paper.-The Polling Officer shall give a decision 
about Challenged votes at the spot and the decision shall be bind

(12) 

(13) 

(b) 

(c) 

Isruance of ballot paper,-Ballotpaper shall be issued to a voter 
only after his name and other full particulars have been verifieun 
from the list of voters approved by the Cummission. 

Marking of ballot paper and casting of vote.-(c) After a voter hasi per by 
been issuedofficer 
putting cross kX) mark on the portion bearing the name andof tore unionhis choice.h 
symbol of the union of his choice, 

The marking of the ballot paper under sub-paragraph (a) shall be 

done in a segregated area provided for this purpose in the polling 

booth. 

After marking the ballot paper, the voter shall fr-ld and draw lb, 
ballot box which is to be kept before the Polling Officer. 

the(20) 

(19) 

ing on tae contesting trade unions. 

Chnallenging of votes.-When a vote is challenged by any of the 

polling agents during the course of the ballot a fee of Rs. 5!
for every vote challenged shall be deposited with the Polling 

nd the amount of such fee shall be paid in cash and a 
receipt Form 'R' shall be issued by the Polling Officer ahowillreyeipt shaf olig ,c how 
submit full account of the amount so received to the Commission 

and deposit the same in the Government Treasury under the Head 

XXXVI Mic. Department Fee under the Industrial Relations 
Ordinance. 

Duties of Polling Officers.-(a) The Polling Officer shall prepare 
a ballot paper account showing the number of blank ballot papers 
received by him, the number of ballot papers ta:en out of the 

(14) The ballot box.-(a) Only oneP
;-., ,-,-,linr booth. 

ballot box shall be usedbtand 
at a time ballot boxes, the number of unissued 

prcpare a certificate in Form 'S. 
and spoiled ballot papers 



(b) 	 The Polling Officer shall, as soon as possible after the counting 
of votes is completed, send to the Commission the result sheet, 

the used and un.used ballot papers, the ticked list of voters and
 
other documents and papers. 


(21) 	 Declaration of Collective Bargaining Agent -On receipt of the 
result from the Polling Officers, the Commission or its authorised 
agent shall declare the trade union which has received the highest 
number of votes to the Collective Bargaining Agent in accor-

dance with clause (e) of sub-section (9) of section 22 and issue a 

certificate to this effect in Form 'T'. 


(22) 	Ballot to be repeatedin case a union receives less than the required 

number of votcs.-Notwithstanding the provision; of paragraph 

(21), is the number of votes received by the winning trade union 


emplayedis less than one-third of the total number of workmen 

in the establishment, such trade union shall not be declared as 

Collective Bargaining Agent and the ballot shall be held afresh on 

such date and time as may be fixed by the Commission. 


fresh list of voters to be prepared by the Commission in the 

mannhlistooer ins ei 2nred igiving 

manner provided in section 22. 


(23) 	 Ballot to be repcatedin case of a tie.-In case the contesting trade 
unions receive equal number of votes, the secret ballot shall be 
held a fresh on such date and time as may be fixed by the Corn-

m issio n. 


in 	 more than one city.-(24) 	 Procedureto be fo!lowed in case of ballot 
Notwithstanding anything contained in these regulations if the 
ballot is to take place at more than one polling station located 

in one city or more than one cities, the procedure
in different areas 

matters thereto may be determinedfor 	the ballot and all ancillary t t r o1908).-Subjectoymioto suit the requirements of the occasion by the Commission or 

its authorised officers under intimation to the contesting trade 

unions. 


(25) 	 Registrationof trade unions during pendency af secret ballct pro-
ceedings.-The Commission may allow or disallow a tradc union 
to participate in the ballot which is registered during the pendency 
of the secret ballot proceedings. 

(26) 	 Code of conduct for contesting unions, during the poll.-The Com
mission shall formulate a code of conduct to be observed bythe 
contesting unions during the poll and the code shall provide for 
canvassing during office hours, slogan raising, processions, de-

monstrations, badges, exploitation of political parties affiliation 

or use of their symbols or signs, general body or gate meeting,


Corn-pamphlets and banners and any oth;r matter on which the 

mission may issue direction as it deems fit. 


(27) 	 Expenses during tile poll.-(a) All the contesting unions shall 

submit a statement of their accounts to the Commission asthY 

stood on a specified date and submit the account of expenses 

incurred durin: the poll which shall in no case exceed the fund 

shown to the Commission. 


(b) 	 The violation of the provision of clause (a) may render the 

successful union liable to be disqualified for being declared as 

Collective Barcainin-- Agent.] 


CHAPTER V 
jNDUSTRIAL DISPUTE 

17. Application.-As application for adjudication and determination 

of an industrial dispute shall be in form "L". 
18. 	 Decision by the Commission.-(1) A decision of the Commission 

shall be made in writing and announced in public and two copies thereof 
shall be forwarded forthwith to the Federal Government provided that, ir 
a Provincial Government is a party to the dispute, two copies of the deci
sion shall be forwarded to that Government as well. 

(2) A decision of the Commission shall b-ecome effective on such date 
and remain effective for such period, not exceeding two years, as may be 

specified therein. The Commission shall specify dates from which the 
decision on verious demands shall be effective and the time limit by which 

it shall be implemented in each case : 
Provided that if, at any time before the expiry of the said period, any 

party bound by a decision applies to the Commission for reduction of the 

said period on the -round that the circumstances in which the decision as 
given have materially changed, the Commission may, by order made after 

to the other party an opportunity of being heardy, terminate the said 
period on a date specified in the order. 

(3) A decision of the Commission in appeal from an award of Bench 
shall be affective from the date of the award. 

(4) 	 Notwithstanding the expiay of the period for which an award is 
to be effective under sub-regulation (3), the award shall continue to be 

onbinding on the parties until the expiry of two months from the date 
which either party informs the other party in writing of its intention no 

longer to be bound by the award,. Ac 

19. 	 Application of the Code of Civil Procedure, 1908 (Act V of 
to the provisions of these regulations, the procedure pres

cribed under the Code of Civil Procedure, 1908 (Act V of 190S), in regard 

to suits may be followed, as far as it can be made applicable, in the pro

ceedings for adjudication and determination of Industrial disputes before 
the Commif Con. 

CHAPTER Vi
 
TRIAL OF OFFENCES
 

20. Postponement of issue of proces.-() The .Commission, on
receipt of a complaint of an offence of which it is authorised to take cogni
zance, may, if it thinks fit, for reasons to be recorded in writing, postpone
the issue of process for compelling the attendance of the person complained 
-against, and either enquire into the case itself or direct an inquiry or 
agaistgan t ecqmade aLo Cut Jnior Lbr Court aCourt,investigation to bce made by a Labour Court, Junior Labour a 
Magistrat, --Police Officer, or such other prson ts it thinks fit, for the 
purpose of ascertaining the truth or falsehood of the complaint. 

(2) If any inquiry or investigation under this regulation is made by a 
Person not being a Magistrate or a Police Officer, such person shall 
exercise all the powers.conferred by the Code" of Criminal Procedore, 1898 
(Act V of 189S), on an officcr-in-charge of a police station, except he shall 
•not 	 nave power to arrest without warrant.ho, 

., (3) Any Court inquiring into a case under this regulation, may, if it 
thinks fit, the evidence of witnesses on oath. 



L-.-LJJteg.21. Issue of process.-([) If in the opinion of the Commission thereis sufficient ground for proceeding, and the case appcars to be one in which,according to the fourth column of the Second Schedule to the Code of Cri-minal Procedure, I9 (Act VofS898), a summon should issue in the firstinstance, it shall issue summons for the attendance of the accused. If thecase appears to be one in which, according to that column, a warrant

should issue in the first instance, it may issue a warrant, or if it thinks !it, a
summons, for causing the accused to be brought or to appear at a certaintime before the Commission. 

(2, Nothing in this regulation shall be deemedof regulation 20. to affect the provisions 

Commission22. Issuemay, in any case lieu of,of warrant in cr in addition to sunmmons.-Thein which it is empowered under the CodeCriminal Proccdure, Ix". (Act 
of 

V of !S9S), or these regulations to issue asummons for the appearance of- an%, person, issue, after recording its 
reasons in writing, a warrant for his arrests-

(a) if, either before the isrue of such summons, or after the issue ofthe same but before the time fixed for his appearance, the Coin-mission sees reasons to believe that he has absconded or will notobey the summons, or 

(b) if at any time he fails to appear and the summons is proved tohave
dancebeen duly sered in time to admit of his appearing intherewith accorand no reasonable excuse is offered for such 

23fPtioe ofcmlitadcpe.I'alcssL Litduo23. Petition of complaint and copies-In all cases jL.1uted upon a 

(a , state in the petition of complaintA i the name of the accused, thesubstance of accusation, the names of the witnesses and the
gist of the evidence which he is likely to adduce at the 
trial ; andkb) within three days of the order of the Commission under regula-tion 21 for issue of process to the accused, file before the Corn-mission for supply to the accused as many copies of the complaint
and any other document which he has filed with histhe number of the accused complaint as 

Provided that the provision s:ase in which the complaint has been of his regulation shall not apply to anymade by a public servant acting or)urporting to act in the discharge of his official duties. 

24, Charge to be framed.-When the accused appears isor broughthe Commission, a formal charge shall be framed relating to the offence of

hich he is accused and he shall be asked whether he admits
ommitted the offence with which he is charged. that he has 

Cmoeunfair 

25. Conviction on admission of truth of charge.-If the accuscd admitshat he has committed the offence with which he is charged, his admission
hall be recorded as early as possible in the words used by him;hows no sumcient cause and, if liewhy he should not be convicted, the Commission 
-ay convict him accordingly. 

26. Procedure where no such admission is made.-(l) If the Commis-on does not convict the accused under the preceding regulation or if theccused does not make such admission, the Commission shall proceed to 

z'-j N.I.R.C. Regulations, 1973
bear the complainant 
 and take all such evidence as- may be produced insupport of the prosecution, and also to hear the accused and take all suchevidence as he produce in his defence..

(2) The Commission
complainant may, if it thinks fit, on the application ofc pn ororCcsissueaccused, issue thea summons to anya summns to an witnesste dirctindirecting him totooiattend or to produce any document or other thing. 

(3) The Commission may, before summoning any witness on suchapplication, require that his reasonable expenses, incurred in attending for 
the purposes of the trial, be deposited with the Commission.27. Acquittal or conviction.-If the Commission, upon taking the 

evidence referred to in regulation 26 and such further evidence (ifit may, of its own motion, cause to be produced, and (if it thinks fit)any)exa-as 
mining the accused, finds the accused not guilty, it shall record orderanof acquittal, or i¢ !t finds the accused guilty, pass sentence upon him aecor
ding to law. 

28. Nor-appearance of complainant.-If the summons has been issuedon complaint, and upon the day appointed for the appearance of the accused, or any day subsequent thereto to which the hearing may be adjourned,the complainant does not appear, the Commission may, notwithstanding
anything herein before contained, either discharge thewith the case accused or proceed 

Provided that. where the complainant is a public servant or a workman and his personal attendance is not required,dispense witha his attendance, and proceed the Commission maywith the case. 
29. Withdra-val of complaint.-If a complainant, at any time before 

a final order is pased in any case undermission this Chapter, satisfies the Comthat there are sufficient grounds for permitting him to withdraw hiscomplaint, the Conmission may permit him to withdraw the same, andshall thereupon acquit the accused. 

30. Power to stop proceedings.-If any caseupon complaint, t'ie Commission may for reasons instituted otherwise thanto be recorded by it, stopthe proceedings at an) stage without pronouncing any judgment, eitheracquittal or conviztion and may thereupon release the accused.. 
of 

31. Application of the Code of Criminal Procedure, 1 89.-Subject tothe provisions of :his Chapter, the 
Code of Criminal Procedure, 1898 
 (Actof 1898), shall ap. ly to the proceedings in relationfore the Commiss:on. to trials of offences be-

CHAPTER VII 
UNFAIR LABOUR PRACTICE 

32. Manner of dealing with unfair labour practices.-(I) Wherc anlabour practice has been committed, and the case falls under section
 
25A, section 34 or section 53, as the case may be, the
deal with the case Commission mayunder that section 

Provided that the Commission while awarding punishment under
Section 53, 
may aiso direct the re-instatement of a worker and allow conso
quential benefits to him. 

" (2) Where a case of unfair labour practice is likely to occur, theCommission may take the following measures, namely 



-----------------

(a) it may summon all or any of the persons connected with the ca[Reg.which is likely to occur, hereafter in this chapter referred toCHAPTER 
the connected persons, hear them and hold such enquiry asdeems fit; 

(b) ascertain the factors which are likely to give rise to unfair labou 
practice ;by


fc) 	 advise, direct or prohibit all or any of the connected persons t( 
affairs in a manner calculated 
do or refrain from doing any acttoor toavoidconduct themselvesoccurrence af unfaior thei.labour practice. 

(d) reprimand or warn all or any of the connected persons that if the3conduct themselves in an improper way 
 it would be
be in futherence of thd of an deemed tccommission offence punishable
under section 53 ; and 

" 

an unfair labour practice.(e)initiate security proceedinges in order to prevent the occurrence of 

(3) Where a person whom the Commission has repri,.,anded or wz -d under sub-regulationCommission may consider, for the(2)purpose ef awarding
commits an unfair labour practice, thesection 	 punishment under53, the reprimand

ffeuce. 	 or warning as a circumstance aggravating the 
33. Procedure.-(1) The Commission, while asking-ppointed under section 12 to inquire into a case and report or 

the Registrar 
referring a 

ase to a Junior Labour Court or a Labourosal, may direct such connected persons Court either for report or disas may be before it to appear
)efore the Registrar, the Junior Labour Court,:asc may be. or the Labour Court, as the 

(2) The Commission, while dealing cases based on allegatio-is ofinfair labour practices brought before it for enforcement of, or Jor redress,findividual grievance in respect of any right guaranteed'orker by or under any law or any award 	 or secured to anyor settlement, shall follow the'rocedure laid down for the Junior Labourction 36B. 	 Courts under section 25A and 
CHAPTER VinI 


SPECIAL RULES OF EVIDENCE 


ous34. Power to curtail examination etc.-(l)disposal of the-business before the Commission,In the interest of expeoi.amination 	 itmay direct anyor cross.examination
ispnsed with. 	 or re-examination to 	be cut short o(8)or(2) In matters ispesed ith.ofrelating to 
ideavour to remove 

industrial disputes, the Commission maydifferences between.ble settlement of the issues before it. the parties and secure an ami

15.Inspcto~, ofucdeouens-lthepprsadohr
thingb produced before 	 ouet 
rsuance 	 the Commission,of 	,asummons, may be 

whether voluntarily or1o 	 by such parties as the Commissioninspected in may byallowthe; butCommissionthe inforMa-aion obtained therefrom shall not, except 	 andas provided in the Ordinance, 

made ublic.
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GENERAL 

expenses36. Expenses of witnesses.-Every witness who,according to the scale for the time being in 
on being summoned 

the Commission. 	 force with respect toappears before it, shall :,e entitled to an allowance for 
witnesses appearing before the Lahore High Court, Lahore. 

37. Standing Orders,-Subject to the Ordinance and these regulations,
the Chairman may make standing ordcrs for general superintendance of theaffairs of the Commission under sub-section (1)of section 22B. 

FORM A
 

[See Regulation 8(1)] 
Application for registration of an industry-wise trade union to the 

National Industrial Relations Commission, Islamabad, or Bench at----
Dated the ---.--- day of----- 19
 

(1)We hereby apply for the registration of an industry-wise trade union 
under the name of--

(2) The address of the head office of the union is----------
(3) The union came into existence on the-----day of-----19 
(4) The union is a union of employers/workers()(name) or group of establishments namnely- engaged in the i.dusry- -me)brgp 	 an bas..to eand 

as 	itsmembership in the Provinces of----
(5)The particulars, required under sub-clause (iii)
of clause (a)of section
 

6 of the Industrial Relations Ordinance, 1969,appended hereto.	 are given in Schedule I 
(6) The particulars given in Schedule II appended hereto show the provi

sions made in the rules for the matters detailed in section 7 of theIndustrial Relations Ordinance, IS69. 

(7)Total No. of membership is--------------

The 	narticulars required by sub-clause (iv-z) of clause (a) of section
thec Industrial lkelations Ordinance, 1969, are given in Schedule III6
 
appended hereto.
 

(9)We append three copies of the constitution of the trade union conforming to the provisions of the Industrial Relations 
Ordinance, 1969,
together with copya of the re~iolution mentioned in clause (b) of
section 6 of the Industrial Relations Ordinance, 1969.
10) 	 We append a certificate to the :ffect that no offizer of the unionconvicted 	 wasunder section 61 of the Industrial Relations Ordinance, 


