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ELECUYUIVE SUMMARY.

iii.

The importance of small scale industry lies in its capacity to absorb workers, to
efficlently 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 tiaditionally been biased towards large capital intensive
industry. The focus on import substiiuting 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 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 this
study. This assessment is based on a small survey of 18 units, interviews with officials and
privatz sector representatives. The regulatory framework has not seriouslv constrained the
growth 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.

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,

The first point to emerge is that 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 pronounced in the case of the much dreaded labour
legislation. Enterprises employing less than 10 workers are exempt from the wide variety of
legislative measures. Very small firms do not have tc piovide a range of facilities
prescribed 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 the
government 1o restcre 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 cosis, 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 suiler a degree of
harassment from officials but their burden in this sphere is also minor compared with
smaller units. The large enterprise sector also containg multinationals, who often actively
collaborate with agencies such as the International Labour Office (ILO) in enforcing
required measures for their work force.

The implication cf 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
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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 which
must be enforced in highly competitive market structures. Quite often these SS! are in
export sectors which do not involve protection 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 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.

A second conclusion to emerge from our analysis is that the regulatory framework
is often prohibiting the development of efficient economic units. Potential eronomies of
scale are being distorted through regulations which prevent firms from developing in
certain desired directions. Two examples fiom our survey illustrate the point. First, in the
packaging industry tax relief is given on a particular sub-process of prcduction. !n 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-divisior ncreases the strain on administrative capacity.
Whenever an artificial sub-division of enlerprise 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 artiticial distortions,
government officials are more relaxed at implementing the law only if adequate
compensation is made. Thus, instead of developing & more efficient business enterprise
the entrepreneur is involved in horizontal growth, reproducing small units to avoid
regulations.

A third point to emerge from the survey is that ihe regulatory framewcrk does not
meet the objectives it was designed for. For example, labour legislation was framed in the
1970's to pratect 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 governim ent neither receives the necessary tax revenue nor do
workers receive their share of be.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 meating their objectives. Indeed, the net effect of some of the
labour legislation may have been to increase insecurity of labour, since owners are willing

10 go to substantial lengths to avoid giving permanent employment.

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 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 coricentrating on efficient business
development.

The growth of sub-contracting due to the ragulatory framawork 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 is sub-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
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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 employment for a 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 up to the
legislation revealed deep divisions on the issue within the labour movement itself.(!)

The nature of the relationship between SEI 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 amount of bribes given to a varlety 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 mcbilisation 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 superiicial 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. Fzople have little faith in the government
machinery which they know can be distorted. Offi sials view regulations as an cpportunity
for increasing personal incomes from eager bribers. Regulations are often bypassed but at
substantive micro and macic 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
tabour ofiicer than work in my factory. The official wage | give may be higher but it is the
‘chae-pani ka kharcha'(® which makes the ditference.”

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 gre-:ter 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.

The lack of an effective legal machinery means that entrepreneurs are keen to
settle matters through bribes rather than go through cumbersome procedures. !f 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. '

These divisions were evident in EPRU interviews with union leaders. There are wide differences of opinion

regarding the magnitude and pace of needed reform.,
Literally translated this means cost of buying tea. This colloquial saying refers to extraction of bribes 1o meet

living expenses.



SSI IN PAKISTAN v EXECUTIVE SUMMARY

xlil.

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 toc 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 hcwever important to prevent labour legislation from actingas a
further impetus to capital intensity, as access to credit markets increases.

RECOMMENDATIONS.

xlv.

Xvi.

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 pinpoint the regulations wkich 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 weifare 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 objective of a number of current regulations would be met without
involving government regulatory agencies. Entrepreneurs would feel happlei 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 ior Industrial gro'ps in return for exemption form certain regulations. If
entrepreneurs ao not meet these targets, the cumbersome regulatory framework would be
re-introduced.

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 requesl 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.

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 framework, collective legal bodies could be established. Law advisory
centres could be set up through contributions from members of particular SS! 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.

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 qgovernment, It is vital to remove the substantial discretionary powers enjoyed by
scrutinizing officers.

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 o be a need
to devise a list of S31 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 from the local authority.

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, smail industries corporations and the
Government of Pakistan's other agencies need to evolve a consistent definition.

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.

Nine, a number of environmental laws: have been promulgated receitly. These are
likely to b 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.

Finally, it must be emphasised that reforms of the regulatory framework ought to
concentrate more on the institutional 1:echanism rather than the regulations per se. The
latter could be rationalised and simplified. If all the curren: regulations were rigidly applied,
rnost SSI would find it difficult to function. But the key Iscue is to reduce the number of
monitoring officlals visiting $SI and to strengthen the legal capacity of small entreprencurs
to handle the maze of regulations. A purely punitive approach has to be replaced by one
which combines inr.entives with regulations.
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The Government of Pakistan has had a compensatory framework towards small
scale industry (SSI). The policy structure implicity suggested that the niechanisms
targeted towards the development of 71 were, in pari, a compensation for a bias in the
industrialization strategy. Policies which discriminate in favour of large units, and
accommodate lower priority piogrammes for small industries, are not uncommon in
developing countries.

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.

it. Trade regulation.

iil. Public sector investment programmes.

First, credit controls, and regulated intetest rates, biased bank lending towards
larger enterprises. In the aggregate the bank's lending portfolio could not bear the burden
of leriding to higher risk and more widely dispersed small enterprises. The structure nf
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 entergrises since
they were better placed to obtain import permits for raw materlals and machinery. These
import permits and export bonus vcuchers were important features of the early
industrialization 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.

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.

Eaf/y Industrialization Strategy and its effect on SSf.

1.05

The Initial phase of industrialization in Pakistan involved, as mentioned earlier,
capitai intensive import substitution. The underlying rationale for the chosen strategy had
three implications. First, industrial policies were to transfer income towards the emerging
class of large entrepreneurs. This was on the assumption that the trader-turned-
Industriallst 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, in principle, 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 small
industrial units. Thus the two key factors, policy instruments and institutional access,
militated against SS! 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 low
prices 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 in the structure of eifective 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 Indig, 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 in early 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.

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 relaiive neglect of agriculture. Issues within the industrial sector, such as
greater emphasis on SSI, were not a subject of attention. The third feature of industrial
development was its association with increased regional income inequalities. The
concentration of economic and financial 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
$SI 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.

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:

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

il. Developments in the socio-economic environment which were favourable for the
growth of SSl.

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
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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
classifled as Inefficient.() Another shortcoming was thet the high capital intensities of
these large units led to slow growth of employment in large scale manufactuning (LSM).
The inability of the LSM sector to absorb an adequate share of the labour force has been
largely responsible for the greater attentior: being paid to SSI.

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 the case in Fakistan. 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 smali units and sub-division of existing ones in order to circumvent
prescribed measures. This is a matter that we roturn to later in the report. The second
factor promoting SS! was the 130% devaluation of the Pakistani rupee in 1972. This
reduced the bias towards capita! intensive import substitution.

The third factor favouring growth of SSI-was the accelerating population growth
rate. Pakislan'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 major 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 inv.ived greater
attention to the growth of SSI.

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(® 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
policles 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.

2

The degree of inefficiency and effective protection extended by the policy framework is a subject of
controversy. A detailed examination is beyond the scope of this paper.
At thelr peak, these exceeded $3 billion annually, which was equal to 8% of GDP in 1982-83.
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The future role of SS! Is central to the current debate on Pakistan's economic
strategy. Strong statements and initiatives by GOP in support of private enterprise has
ralsed 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
cortext, 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.

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 commeicial banks
have a similar fixed assets value limit, but exclude buildings as well as land.(!) 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, withoui scrutiny. Precise categorisation is compounded by three additional factors:

I The legality of enterprise. Many enterprises in the informal sector conform tc
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.

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

fil, Small industries embody different technologica! levels. Categorisation by scale
often involves institutions been given a mandate to stimulate both modern SS| as
well as traditional crafts.

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 bil
for units above certain size.

il. Old age employments benefits organization collects its dues separately.

ifl. 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.

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



Lmployment Generation in Pakistan’s Muanufucturing Sector

196364 10 1969-70

1969-70 to 1980-81

_ Total " Large Small Total Large Small
Change in Employment (000 Nos) 550 152 398 720 60 660
Change in Output at Constant ,
Prices of 193960 (Million Rs) . 1,991 1.810 181 . 4,026 2584 1442
Investment at Constant Prices of
1939-60 (Million Rs) 6.271 5.507 764 12,650 11,114 1.536
" Incrementsl CapitaliLahour Ratio 11402 36,230 1920 17.569 185,233 1327
Percentage Changé'm Emplovment 249 37.8 220 207 10.8 299
Percentage Change in Output 62.3 81.0 18.8 77.6 639 126 .0
Employment Elasticity 0.40 047 1.17 0.27 0.17 0.24
Incremental Capital/Output Ratio 3.15 2.04 422 3.14 4.30 1.07
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Our assessmen- of the impact of the regulatory framework on small enterprisus is
largely based on a surviy of five sectors and interviews with government officials as well
as private sector representatives. Our review of regulations notes the confusion and
definitional anibiguities. 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 0 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 siggestions for the broader development of SSI, within which a
ratlonalisation of the regulatory framework can play a role.

The share of the manufacturing sector in GDP has risen from barely 7% at the time
of partition to nearly 14% in 1989-90. Officially, the small scale manufacturing sector
produces 4.7% of the Gross Doinestic Product. Approximately 27% of total manufacturing
ouiput comes from SSI, whereas 80% of the total industrial labour force is employed by
small scale Industries.”? 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 caj 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 $SI such as those found In the surgical, sports goods, cutlery and carpet sectors.
Leather processing and products has emerged as another important avenue for SS| based
exports.

Light engineerinj, textile products and agricuiture related industry are likely to
remain the principal grcath areas in the short and medium ierm. Agro-based industry
typically accounts for a t1ird of total investment in SSI. This sector's share is expected to
grow, particularly in the ¢ reas of rice and flour milling, oil extraction and ir: the processing
of fruits and vegetables for export and the domestic market. Although the current incentive
structure for exports does not discriminate against small producers, it has led, in some
circumstances, to a harn 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 suggested which would encourage formation of export houses, whose
Intermediation is intendec to act partly as a quality control measure.

As mentioned earlier, data on SSI is not very reliable. Initially assumed to be
growing as fast as the country'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. | owever, an ILO-ARTEP study has noted that the rate of growth of
SSl is higher then that iissumed by national income accounts. For example, the study
shows a growth rate of 13.5% in SSI for the 1970-77 period.® The precision of growth rate
measurement may be eiusive but the general direction is clear. SSI have been growing
rapidly and the pace has been accelerating over the last two decades. )

w

Pakistan Economic Survey, 1189-90

ILO-ARTEP : Employrient and Structural change in Pakistan - issues for the eighties. Bangkok. 1983.

it is worth noting that the World Bank's third sector loan to SSI, currently being distursed, contains an
allocation for strengthening statistical information on the smali 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 survey which should shed more light on the SSI sector. '
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The employment generating capacity of SSi is llustrated by the following. Even
during the heyday of LSM (1963-1970), the brunt -f employment 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%

One of the reasons for L.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. Bani credit is not available on the required scale for S$I on account of a
number of inter-related faciors; there is an institutional bias in favour of large industries,
officlally determined credit policies do not allow sufficient intercst rate spreads to reflect
higher risk to dispersed small borrowers, small entrepreneurs are daunted by collateral
and procedural demands.

Although its atiention may have been concentrated on rarge scale industry, the
Government of Pakistan has perlodically 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 from being
obvious and almost banal to those which call for a more realistic and concerted approach
to develop SS!. The first five year plan (1955-60) stated that :

‘Small Industry has specific contributions to make to economic development. In the first
place, it can contribut- i+ thé output of needed goods without requiring the organisation of
large new enterprises or the use of much foreign exchange to finance the import of new
equipment. Secondly, 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 2 training ground for management and labour and
spreading Industrial knowledg= over wide areas’.

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

Study on Small Scale Indusiries in Pakistan. UNIDO. Vienna 1981, GOPA Consuitants.
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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
blased against NWFP, a province with a thriving smz_! 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 SSt industrial estates, the building and
equipping of service centres and establishing production centres for handicrafts. There
are, however, substantial deficiencles in the 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 the 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 SSl,
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 the objectives of
SSiI 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 impiemznts and equipment required for agricu'ture;
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 maodernization by ericouraging growth of small industries in rural areas in
general and wherever rescurces and markets are availabie in particuiar;
to bring about a closer relationship between the small and large industrles through, for
example, the production of spares and accessories or comporents for large-scale industry
or through providing facllities 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 Fiith 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 io 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 speclal incentives and assistance to
small entrepreneurs who have the resources or skill that can be profitably exploited. Fiscal
and commercial policles will give due recognition to these factors during the plan period.’

Both the Sixth and Seventh Plans arknowledge 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
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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 nationalised commercial bunks 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 thelr deposit ranking. Because of a scarcity of long term finance and, until 1 988, a lower
lending rate for SSI term loans, the commercial hanks were more inclined to lend for
working capltal - 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 estimated that the formal sector's share in SSI
lending has increased from 30% to 40% of credit requirements.”) Nonetheless, SSI
development requires a concerted supportive effort by the Government of Pakistan. The
Issues which need systematic attentlon Include :

L 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
insticutions. 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 eitrepreneurs 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 Lahore University of
Management Sciences could be asked by MIDC to run courses for management
training relevant to the development of SSI.

i, A number of smali scale industries are in urgeat need for modernisation. Technical
assistance programmes from aid donors couid 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 &SI productivity through such technical assistance
programmes. The modernisation programme should be selective. Some sub-
sectors should be chosen for priority assistance, in view of their potential
contribution to output and employmznt generation. Once these sub-sectors of SSI
have been chosen, an intensive and broad modernisation programme should be
launched.

tv. The promotion of rural SS! could be more systemat! than the recently announced
rural industrialisation programme. Infrastructure provision and support could
concentrate on chosen sectors and areas. The government does not have the
resources to suppo? a broad strategy, since tax incentives are not sufficlent 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.lso 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 Secter Loan to SS!in Pakistan.
Itis parhaps 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-contracti:ig arrangements between larce scale enterprises and SS! could be
encouraged through the formation of subcentracting exchanges.

vil, Support programmes could be initiated for the developmant of associai’ons for
women entrepreneurs. Credit lines and management training could be targeted at
female entrepreneurs wishing to set up small businesses.

viil. Development finance institutinpns could open special windows for small
entrepreneurs, which provide a range of services consistent with a low literacy rate
of small entrepreneurs. Simplified procedures, easler 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 qrowth 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.

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

xil. 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 insiruments.

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 blas of the regulatory framework has a complex pattern. Its
mechanics are better understood by examining SS!I and looking at the implications for
larger enterprises.
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2.15 The areas of concern to the private sector, particularly the impediments to
industrial develcpment, 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.
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SECTION | : LAWS

3.01

3.02

3.03

3.04

3.05

3.06

The legal and regulatory framevork pertaining to manufacturing industries is
comprised of various comporients 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 inc'irect 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.

In order to comment on the efficiency or inefficiency of the regulatory framework
and its implementation mechanism, it is i perative to first have an idea of the policy
structure and the implementation procedurrs. The basic regulatory framework regarding
income tax and labour laws Is described oelow. For details of the legislations, refer to
annexure 2.

Requlations Regarding Assessment and Collection of Income Tax

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.

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.

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 efficiency
of the legal system does not conform to the extensive regulations prescribed. This gap
leads to implementation difficullies and is a major cause for distortions since every effort is
made to avoid litigation.

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 taxable 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 s 30,000 in other
cases(!). 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(@),

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®@). It
differed from the self assessment system in that for SAP, no documents had 10 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 the 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.

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 mzke the tax assessment. It was hoped that with three persons
making the assessment instead of one, the ievel 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 ¢f the income tax officers is concerned. Some abuse Is
inevitable 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.

It has been claimed by the business community that the income tax assessing
officers are provided with discretionary powers 1o 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,) claim that the initiative and incentive to
corruption comes from the tax payers side. The debate of ‘who corrupts who?' is infinitely
lon.g and perhaps one without a conclusive answer. Howaver, one thing is for sure ; the
system of revenue collection is highly corrupt and little has been achieved to improve its

L~

ref: appendix 2: First Schedule of Income Tax Ordinance, part 1:Rates of Income Tax.
Second Schedule of Income Tax Ordinance, section 95-103.

ref: appendix 4

Officials were nuite candid in interviews with EPRU.
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efficlency. 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 crossas 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.

Requlations Regarding Labqur Laws

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) Crdinance, 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.

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
establishment in Pakistan is complying with the host of labour regulations. There is an
urgent need to rationalise and reduce these to a set of practical implementable measures.
Nevertheless, it is worthwhile to take a cursory view ot the basic rules and regulations 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:

The Factories Act, 1934.

This Act describes the basic working conditions which have to be complied with
by all the industrial establishments in Pakistan. A factory’, according to this 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.

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 thereii on any one day of the twelve months immediately
preceding'’. This shows how narrow and sharp can be the cutting edge of this Act.

Before the commencement of work in any tactory, the owner (occupier) has to
notify the area labour inspector abnut 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 mariager.
6. Other such particulars as may be prescribed for ine purposes ot the Act.

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 aiid upto Rs 1000 if convicted
for a second time on the same offence.

The inspecting staff consists of various persons appointed hy the provincial
Government. These include, Chief Inspector, Inspectors (including every district
magistrate in the area), Additional Inspectors and Certifying Surgeons (refer to chapter li
of the Factoiles Act). The powers of these Inspectors are extremely discretionary in nature
and they have the right to erter 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 of
labour. 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 spend
with 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.

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

1._Health and Sanitation

Under this chapter (refer to chapter Ill of the Factories Act), the following clauses
are included which pertain to the health and sanitation regulations applicable to all
factories.

Cleanliness

Ventilation and Temperature

Dust and Fumes .

Artificial Humidification

Overcrowding. According to this at least 350 cubic feet of space should be provided per
worker in case of factorles established at the time of the enactment of the labeur law
ordinance of 1972 and 500 cubic feet per worker in case of factories established after the
ordinance. ’

Lighting

Drinking water

Latrines and Urinz * -

Spittoons

Precautions against contagious or infectious disease and compulsory vaccination
Provision of canteens in case of factories employing more than 250 workers.

Employment of welfare officers in case of factories employing more than 500 workers.
Arrangements for fire-fighting and emergency exits

Fencing of machinery

Work on or near machinery in motion

Employment of young persons on dangerous machines

For detalls on the legislation, refer {0 appendix 4: The Factories Act, 1934,
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Striking gear and devices for cutting off power

Self acting machines (automatic machines)

Casing of new machinery

Pronhibition of employment of women and children near cotton openers,
Cranes and other lifting machinery

Hoists and Lifts

Revolving machinery

Pressure plant

Floors, stairs and means of access

Pits, sumps, opening In floors, etc.

Lifting of excessive weights

Protection of eyes in case of excessive exposure to heat and light
Powers to require specifications of defective parts or tests of stability
Safety of building, machinery and manufacturing process

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

2. Restrictions on Working Hours of Aduits

This chapter (refer to chapter IV of the Factories Act) deals with the working hours
of the adult employees of the factory. The maximum number of working hours for adults in
a 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 continuous
throughout the day, he may work for 56 hours per week. Other provisions of the Act
include:

Weekly holidays for adult workers on Fridays

Compensatory holidays

Daily working hours should riot be more than nine hours on any day
Intervals for rest

Spreadover of intervals for rest should not be more than ten and a half hours
Notice of periods of work for adult workers should be correctly maintained and displayea
in every factory ‘

Copy of notice of periods of work to be sent to the labour inspector

Register of adult workers

Powers to make rules exempting from restrictions

Powers to make orders axempting from rastications

Further restrictions on emiployment of women

Special provision for night shift

Extra pay for overtime

Obligation to work overtime

Restriction on double employment

Control of overlapping shifts

It can be seen from the above mentioned rules and powers of the labour inspector that a
considerable room for corruption and bribery exists as regards the working of overtime,
exemptions and special provisions for extra shifts. It is claimed by the business
community that the labour inspectors make fuil use or misuse of these powers. It is said
that they seidom keep proper records or maintain documentation.
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31
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44
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(B)

3.19

3. Holidays with pay.

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.

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 holldays begin.

Casual leave and sick leave

Festival holidays

An 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.

4. Speclal Provision for Adolescents and Children

This cliapter (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;
Children under four years of age are not allowed to work.
Certificate of fitness to be given by the centifying surgeon in case of adolescents.
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 in any day.
Notice of periods of wcrk to be correctly maintaiied and displayed in the factory.
Register of children workers should be maintained
Hours of work to correspond with the Notice and Register
Power to require medical examination o
Power to make rules to rest with the Provincial Government regarding the following;
i) Prescription forms of certificate of fitness
i Physical forms to be attained by the children and adolescents
iil) 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 every 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.

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

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

3.21

3.22

3.23

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 Re'aions Ordinance 1969 as
Government inspectors by notificatiun in the Official Gazette, shall be inspectors for the
purposes of the ordinance within the local limits assigned to each.

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 regatding the powers of the inspector, how
excessively discretionary these are and how easily these can be distorted.

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 runees for every
day after the first day during which the offence continues.

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 hundred rupees. Whoever, having been
convicted of ary 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 previous permission in writing of the
inspector. Mo 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 are as
follows:

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

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.

Publicatiors 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.

Publication of holidays and pay days

Publication of wage rates
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10.

10.1

10.2

10.3

11.

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 v/orking shall be disconiinued without one month’s prior notice to such -
discontinuance, provided that no such notice shali be necessary if, as a result of the
discontinuance of the shift working, no permanent employee will be discharged.

It is important to 10te that the above mentioned clause of the Ordinan:e applies only to
permanent work.rs' and thus if an employer is hiring workers on a temporary basis, this
clause will not te applicable to him. This and other such requlations which exist with
regard to the employment conditions of the permanent workers have been instrumental in
creating a t::nder cy amongst the employers to hire temporary or contract labour.

Attendance and late coming.

Leave. Holidays an1 leave with pay shall be allowed for annual holidays, festival holidays,
casual leave and sick leave and other holidays in accordance with the law , contract,
custom and *'sage.

Casual leave.
Payment of wages.

Group incentive scheme. in every indusiiial esianlishment which is a factory and in which
fity 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
factery. 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.

Compuisory Group Insurance. The employer shall have all the permanent workers
employed insured against natural death and disability and deatt 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 compensatior specified in Schedule IV of the
Workmen's Compensation Act, 1923.

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.

Stoppage of work. The employer may, at any time of a natural calamity or other cause
beyond his contro!, stop any section of the establishment, wholly or partially for any
period or periods or without notice. If after 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. In cases where workmen are laid of on account of failure
of the plant, a temporary curtailment of production or any stoppage f 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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12,

13.

14,

15,

16.

17.

18.

19,

20.

21,

3.24

3.25

fourteen days of lay-off as compensation. When, however, the workmen have to b2 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.

Closur2 of establishment. No employer shall terminate the empioyment of more than
50% of the workmen or close down the whole of the establishment without prior
permission of the Labour court in this behalf, except in the event of fire, catastrophe,
stoppage of power supply, epidemics or civil commotion.

Termination of employment. For terminating the employment of a perr.anent workman,
for any reason other than misconduct, one month’s notice shall Le given either by the
employer or the workman. Ones month’s wages calculated on the basis of average wages
eamned 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 if his services are terminated by the employer.

Procedure for retrenchment.
Re-employment of retrenched workmen.

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 false 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.

Eviction from residential accommodation.

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

Certificate of termination of service

Liability of employer..

It can be seen from the above mentioned sections and clauses of the Standing
Orders that a permanent worker is given 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.

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

) Hampers the productivity and efi~iency gains which could be achieved through
economies of scale.
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i) 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 is specified 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 Izvel, submitted to the Registrar
by the 30th day of April each year. This would be in form 'K’

3.29 The commission also set the procedures for the determination of a collective

bargalning agent, settling of industrial disputes and :ials of offences.

SECTION |1 : INSTITUTIONAL MATTERS.

3.30

Formal and Informal Credit Systerns.

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 shor,
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 if collateral 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 proprietorships or partnerships. Securing a loan is extrernely
difficult for these enterprises as banks prefer to deal with 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 is not guaranteed even if limited companies are set
up. Therefore, it eventually translates into a general disappointment from formal credit
sources leading 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.

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 Institutions.

3.32

)

i)
i)
iv)

vi)
vil)
viit)
ix)

3.33

3.34

Promotional institutions set up by the government to patronize small scale
industry include the Provincial Sinall 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:

Institute of Ceramics, Gujrat.

Institute of Leather Technology, Gujranwala.

Institute of Pottery Development, Shahdara, Lahore.

Metal Industries Development Centre, Sialkot.

Cutlery and Small Tools Industries Service Centre, Wazirabad.

Sports Goods Service Centre, Sialkot.

Wood Working Service Centre, Gujrat.

Light Engineering Service Centre, Gujranwala.

Carpet Weaving Tralning Centres; 5% centres in the various small cities in Punjab.

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.

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

3.36

il
i)

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(® 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.() Professional management should be hired so as to guide the business along
more profitable lines and optimize the resources of the enterprise.

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 tha 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 uperations is narrowed by the
imposition of these laws, i.e, income tax and labour laws. Therefore, after the survival
phase(®), the horizontal growth of the business becomres 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 :

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

Invest in fixed assets, modern machinery and technical training of the workers.

Failure of the establishment to grow and reap the benefits of economies of scale.

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

See figure Characteristics Of Small Business At Each Stage Of Development.

ibid.
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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,
Sialkot and Gujranwala. The survey encompassed five industry sub-sectors. A total of
eighteen enterprisas were covered in the survey. Thus resulls 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: '

Surgical Instruments Industry.
Carpets (Hand Knotted) Industry.
Electric Fans Industry.

Furniture Industry.

Packaging Industry.

OhLN -

Surgical Instruments Industry.

4.03

Basically concentrated in the Sialkot district, the surgical instruments industry has
existed since the time of united India. After partition, this industry macle 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 is also supplied technical assistance in the
form of technical advice and use of common facilities at the Metal Industries Development
Centre (MIDC), a subsidiary of PSIC.(!

An evaluation of the role of MIDC in promoting SSI in Sialkot 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 21
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 yéars, 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. SS! in Sialkot's surgical goods industry have been doing extrem« 'y well during
this boom. It may, however, be quite significant that most of the small units h: ‘7e 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:

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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surategy, that Is, making only specialized Instruments which are of very high precision 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.

Price deterloration Is a direct consequence of the declining quality of the output. High
import dutles 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 it more economical and profitable to produce them and sell at low prices.

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 reduction and quality deterioration is seen in the industry.

Carpets Industry.

4.07

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 thelr 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 Table 2,
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 donatiun 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 sg.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 25 706.0
1979-80 2198 2.7 814.1
1980-81 2243 25 897.2
1981-82 1679 1.9 883.7
1982-83 1913 22 869.5
1983-84 2323 4.7 494.3
1984-85 2031 21 967.1
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
4.08 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 !+ lack of capital and access to urban and
export markets. The dealers provide these cof'age sector producers the essential raw
materials needed, i.e. woolen yarn of the desirea 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 factorles in
these rural areas since 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 Fans 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 lik::
blades, motors, and transformers. These components are then sold to small and 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 quetity 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 problerns faced by this sector.

TABLE 3
PRODUCTION OF TOTAL FANS

I 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 2453
1981-82 215.6
1082-83 132.2
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
materlal. 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 S 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
412 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 :ctivities. Consequently,
the packaging industry has shown sizable growth duiing 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 enteiprises 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 cither 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.

414 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 |dea of Actual Capacity

4,16 Due to the high labour intensity of the industries and availability of contract lahour,
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-
secters, as the produciion technologies were basically indigenous and manuzlly driven,
they cid not have any proper rated capacities as the rate of production varied according to
the dexterity of the operator.

Small Scale of the Sample

417 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 significart upto a reasonable degree of
certainty. It was, therefore, attemoled to increase the sample size from a minimum of
twelve enterprises, as given in the terms of reference, to eighteen. 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 slidy 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 framev/ork. It also aided in indicating thie 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

419

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 applicable to
most of the small and medium scale enterprises.



CHADUER 3
QURVEY RESULTD.
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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
officlals 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. '

Deslaning 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 empioyment. The entrepreneurs were also asked about
their relationship with the various government departments like income tax department,
labour department, exclse 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 aind its implementation.

Survey Findings

5.05 The survey resuits are analysed i) generally to include all industry sectors and (ii)
particularly for each sub-seclor consiciered. The objective of this approach is to first have a
cross-sectional view to see the over-all industry trends and identify problem areas which
are common to all small scale sector entarprises. 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 obseived 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 assels as well as the working capital. However,
the actual capital base is believed to be much more as tiere 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 elghteen 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 capltal or machinery loans. For these loans, the interest rate varied from
concesslonary 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
parlly 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 Avalling Credit Type of Credit Source of Credit
No| % age *LT *ST Formal Informal

All Sectors 9 2 7 6 3

50% 1.1% 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

5.10 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
arrangemients. Disregarding the carpet Industry, the average for the remaining enterprises
came to around 39 wdrkers 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 v 34
Carpets N.A,
Electric Fans 64
Ft.xrnlture 42
~ackaging 10

* Tiiese figures include indirect labour also.
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511

5.12

The carpets industry is an exception because of its unique characteristics. Firstly,
the industry Is rural based and manufacturing is done through contractor system. Since
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 commerclal 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 understa.ed figure so as
to remain out of the range of the Faclories Act 1934 which applies to all industrial
establishments employing ten or more workers.

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. In either 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 Total Informal Daily Plece Formal

No. Contract Wages Rate Contract

All

Sectors 100.0% 77.78% 44.44% 38.89% 5.56%

18 14 8 7 1

Surgical 4 3 1 3 0
Instruments

Carpets 3 ' 3 1 1 0

Electric 4 4 ] 1 1
Fans

Furniture 4 2 4 2 0

Packaging 3 2 2 0 0

Production and Capacity Utilization

5.13

Estimating the production capacity of the siaall 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
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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 thelr 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 UTILIZATION
Sector Production Average Capacity
Capacity (Unit) Production Utilization
Surgical N.A, Pcs. 38100 N.A,
Instruments
Carpets N.A, Sq.t. 71400 N.A.
Electric N.A. Pcs. 24750 .. NA.
Fans
Furniture N.A. Pcs. 722 N.A.
Packaging 33000 Boxes 23000 69.7%
N.A.: Not Available
Future Plans,
5.14 The owners were also asked about thelr future plans regarding growth and

expanslon. 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 3 3 7

27.8% 16.7% 16.7% | 38.0%
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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5.16

5.16

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 respondcits wanted to
expand their existing establishments which is a weicome sign.

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 and smaller units are not only easier to manage for the owner but are also
economical because of fewer liabiliti:s 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 desirovs of expanding their existing set ups as they were basically
hiring labour on plece rate/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.

Distrit ution Channels.

5.17 The distributution chunnels used by these small sector enterprises varied from
direct retailing in the local 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 Direc: Through Sub-con- Any Other

Resps. Retail Dealer tracting (Exports)
All 18 1 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

5.18

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 moslly selling their output through dealers due to the fact that the
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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.

5.19 In the survey, the small entrepreneurs were asked about their opinion with respect
tu 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
Q. ARE YOU SATISFIED WITH INCOME TAX LAWS?

No. of Yes No

Resps.
All Sectors 18 7 ET

38.9% 61.1%

Surglcal 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 perple (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 apprenensive of
criticising tax authorities. Those who expressed dissatisfaction, gave the following as the
main reasons for diszatisfaction:

TABLE 9
REASONS FOR DISSATISFACTION

Reason No. of %age

Resps.

Discretionary powers of the ITOs 8- 72.72%
Tax rates are too high 3 27.27%

There Is no accountability of the ITCs 1 9.09%

5.21

i)
Ii)

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 wiiich
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 assoclation 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:

By the suppliers who did not give them proper receipts, and
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 thelr
satisfaction with the department was as follows:



SSIIN PAKISTAN . 44 CHAPTER 5

Table 10
Q. ARE YOU SATISFIED WITH THE LABOUR LAWS?
Sectors No. of Yes No
Resps.
All Sectors 18 5 13
27% 73%

Surgical 4 1 2
Inst.

Carpets ' 3 2 1
Electric © 4 3 1
Fans

Furniture 4 0 4
Packaging 3 1 2

3.23 It can be seen that the majority (73%) of the businessmen were dissatisfied with

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
Reason No. of %age
Resps.

Corruption and faulty record 6 54.5%
keeping by the inspectors. '
Discretionary Powers of the 4 36.4%
labour inspectors
Procedures are ill-defined and 2 18.2%
complicated
Labour laws and policles 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 machincry 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

It can be seen that the majority (73%) of the business community seemed

5.27

dissatisfied with the credit availability situation. This is not a surprising result in view of
prevailing credit markets. This result is also consistent will: surveys on SSi 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 %age
Resps.
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 2 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 litlle 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, whichevar 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
Q. 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 dissatisfied 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 baved industries, they were
generally satisfied. However, a few debated that there should be a free market system
deviod of these regulatory controls.
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 souice 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'; mentioned that there were certain exemption and licencing laws
assoclated 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 units (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 anomaiies.

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 ftom 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.

5.37 When asked about their views regarding the major impediments to the growth of
the industry in their particular sub-sector, the medium and small scale entreprerieurs 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 SS! sectors. This is largely
because businessmen felt that the regulatory bodies and government officials could be
handled through informal cash transactions. Frequently, entreprenaurs mentioned how on
paper the regulations were prohibitive but in practice these were circumvented through
devices such as sub-division of units or through cld fashioned graft.

Assistance from PSIC.

5.39 The Punjab Small Industries Corporation (PSIC) provides assistance 1o the small
scale industries in a variety of ways ranging from technical training to credit facilities. In the
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 Sc stors 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 while 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 carpels 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 ‘vas being availed in the following forms:
Table 19
Type of Assistance .
No. of %age
Resps.
Technical Tralning 3 60.0%
Technical Advice 2 40.0%
Use of Common Facilities 3 60.0%
5.42 The surglcal instruments industry was getting the most benefit from PSIC through

its subsidiary, MIDC. Especially, the use of common facllities like vaccum heat treatment,
laboratory testing and copy milling has helped the industry in improving its export
perfarmance. None of the enterprises surveyed were avalling any form of credit from PSIC.
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Suggestions for Improvement.

5.43 The following suggestions ..ere made in order to improve the regulatory
framework pertaining to medium 2.:d small scale industries.
Table20
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%
Ci1e window facility for dealing with 14 77.0%
Government Department.
5.41 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 0o many
and unrealistic regulations for SSI to comply with. A reciuction in these regulations, easing
of labour laws and less contact with officials are desired by entrepreneurs.
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CASE QUUDY 1.

FEMALE ENTREPRENEUR. SMALL SCALE UNIT, LAHORE.

L 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 in court proceedings.

d. The owner claims that she is willing to comply with all regulations and meet her tax
obligations but feels that th2 officials are more interested in private gain rather
than in ensuring welfare provision implementations.

e. The owner suggested the neeu 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.



SS!IIN PAKISTAN 53 CHAPTER 5

CASE QUYDY & 8

MALE ENTREPRENEUR, SMALL SCALE UNIT, SIALKOT.

vi.

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.

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.

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.

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”.

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

The owner felt that the direct taxation system was least cumbersome because the self
assessment scheme made his task simple.
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The importance of small scale industry lies in its capacity to absorb workers, to
efficlently 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 indusirial 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 SS! development have had a low priority. However, a
number 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 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 responsille 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.

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.

The first point to emerge s that 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 pronounced in the case of the much dreaded labour
legi-" tlon. Enterprises employing less than 10 workers are exempt from the wide variety of
legisi.. = ¢ measures. Very small firms do not have to provide a range of facilities
pre.-..'ved 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 Iindustrial 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 policles 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.

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 regutations which
must be enforced in highly competitive market structures. Quite often these SSi are in
export sectors which do not involve protection often yiven to import substituting units. SS!
operating under these conditions are least able to withstand the implicit reduction in
profitability, imposed by labour and tax rcoulations. The personal characteristics of these

Atrepreneurs 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.

A second conclusion to emerge from our analysts 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 smali 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.

A third point to emerge from the survey is that the 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 of
Income from the owners to the workers, with the state acting as an enforcing intermediary.
In practice, the regulations appear to be used irequently 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 recelve thcir share of benefits. If the small entrepreneur is able to successfully
oend 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 jncrease insecurity of labour, since owners are willing
to go to substantial lengths to avoid giving permanent employment.

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 SS! is not related to
efficiency or market responsiveness. A substantial part of the entrepreneur’s time is spent
in achileving successful manipulation, rather than in concentrating on efficient business
development.

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 is sub-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 exponeritial 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.(1)

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 and 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 | give may be higher but it is the
‘chae-pani ka kharcha'(@) which makes the difference.”

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 entreprenetrr,
he discovered that his cost of bribing tax officizis was greater than his tax liabilit o
alleged that he tried to rectify this by making a declaration under the self assessirent
scheme. However, a punitive scrutiny by ITOs followed and he has subsequently reverted
to former methods.

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. ‘

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

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

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 actiing as a
further impetus to capital intensity, as access to credit markets increases.

RECOMMENDATIONS.

6.14
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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'npoint 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 cofiect revenues
from member enterprises to build schools and clinics for the woikers of the industry.
Industry specif.c NGOs could be established to promote and mobilise such development.
In this manrer, the objective of a number of current regulations would be met without
involviry 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.

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 gove:nment body. All
regulatory measures should be dealt with by a single department. Thiz would make the
system more efficlent 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 me.ke 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 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. Simi'arly,
environmental regulations which require an enterprise's resources could be encouraged
through credit lines for the purpose.

A fourth recommendation relates to the low iiteracy 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 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.

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 shiould not be subject to individual interpretation. To reduce awe
of government, it is vital to remove the substantial discretionary powers enjoyed by
scrutinizing officers. :

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 alist 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 frcm the local authority.

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 ard the
Government of Pakistan's other agencies need to evolve a consistent definition.

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.

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 s 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.

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. If all 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 officlals 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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Comments submitted by  private sector
representatives to the GOP, regarding constraints to
industrial  development including ~ the regulatory
framework. Comments in the right hand column are
rmade by the Punjab Small Industries Corporation.



IMPEDIHENTS IN_IMQUSTRY Ao BWTICD DUT 1Y TIE PRIVAIE. SICT

NI SOL UL LONS, PROFUSEL.,

ber@ste 40ee 8 temeawme Ga0es 9 dun iaal e @Esees 18 Siress em Se o et

IMPEDIMENTS

i s Cenepie e w YT matsrtn o e

Lo Jouctloning Procedures

a, Though.  Govarmuenl e
allowod Industedol promoters Lo

tako Lhieir peoposals diveetly Lo

financing Inskilutlons,  Chare
Vrodfjes oa

aa  sLEED many %hlch requiee

prior approval of CIPC/LCC.

b, Cenlral (nvestmeul Promeliun
Compitlee  of  IPB may Lo
abullshnd,

Specifie prejects should not
also be raferred Lo ECC o wr
ludustrlus'nlnlery.

This 1s necessory to avoid
delay as sanctions issued by
CIPC/ECC are not taken sefionsly
by agenc ies vilvich are
consequently - approached  for
financing or capity)

strucluripg.

c. The lnvestuont Mromotion
Bureau should Le re-organiied Lo
hawdle matlers  in vilvich
assistance is readly necded.

he reoryganized 1I'B should

collect aml supply currecl dala
tu dnvestors and assist Lhem in
expediting Lheir projecls
throuyh Cinancing aqeaies  anl
securiny infrastruclure.

2. [ivonciuy of Indusleial
Frojects.”
Finan Juy Insbituvion  now
hold control over sanclioniug as
well as Cinancing of o project;

Lhey have e onwy nore

TSR T R TR

YRR

SOLUTIONG

1_1—3
—

ol -

dee

TICE SO

No comments.

o comments.

We support this demand.

Best Available Document

T R T OR YT TR PP T AN T

R R T T T T T T TS TP PP
.


http:sup~pr.ti

22 Y

IMPLOIMINTS

SOLUTION

burcaucratic than the Govermment
tnpariments . Though  the  Cosl
fvaluation Commilkee (CEC) has
hvvu shotished, the behaviour ol
banks has not changed.

Hods proposed Wat all ols
amd banks be privatised except
une or Lwo which Govermnenl may
wish Lo relain. Permission may
liberally be given for opening
privale banks/devetopment
finance compgnie§ subject to a
prescrived Code of conduct.

Specific meansures way .hn

Laken Lo ensure that (1) OFls
(ivnr the projects in time;
{(ii) du nol mwake exhvrbitand
charqes for evalualing projects;
(iii) avnid raising frivolous
objectlicns ahd (iv) do  not
mescribe  dmposible condiliunr
.y, personal yuarantees,

Besides, Lanks should develop
heller saroguards ayainst
" leakages Lhrough vno]cnt or
underhaul means. Faveurilicm in|
clientele should bz avolded.

anks  are  a litlle oo
inclined  iowards © lending Lo
import - based Amdustries as
Lhese  yledd darye profits to
banks Ly way of L/C charyes and
fureign oxchango comnission.

Financing Institutlons shoulds
be tistributed over Lhe
Proviuciai/ﬂlv!sionql
Headquarters.

3. Logalion

Aiart From reglonal
disporsion, Tacation of

ithisteing :huulﬁ be uriented Lo
markel, malerials and skills.

Opening of new banks/Development Finance
Ingtitutionc in private sector with Govt,

ccﬁtrols may be cncduraged.

e auppo;t these mecasures. At present

Small Industries Scctor gets 5% of the

total credit made available to the .
industrial sector whereas its total share

in prodwction igarround 30% and it omployso!er
. 80% of .the industeful labour force. It is,-
therefore, strongly recommended that at-least
20% of the. total long term loan is reservod
fer the Small Industries Sector. :

tic support it

Industries based on local michinery should

be encouraged

* We support this proposal.
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OF late, the skill factor is
gaining yreater importance.

As such ready made Qummuﬂq
cleckronic, technical and small
component, mak ing industrics
wlich reguire less roum and less
pover may be alluwéd to ba selup
in Karachi and ovlher biy cilies.
These dndustries wonld increase
allels for coploymenl of women-
tolt,

. Ouee concessiony are
cunonacod for an area lhv%c ay
ml be dJenied. Hooriabad Estate
in Lhe case in point. Tor all
intenls  and  purposes, Wis,
Estale Talling in the Dadu
ivlricl was free from dulies
and Lares. Suddenly, by virtue
of @ CBR Circular of Mareh, 1950
il has been exclwled from the
lisl.  of approved industrial
eslales, This has caused
Cdisappoinbment Lo induskreialists
vhio moved into Lhe Eslale five
years ayo Lo sel up Lheir unils,

o Provision of Infraslruclure

Ihe  following poinls  were
rajsed;-

V) NMequisition of Jand o
procurcient, of hffraeruuLurc
are vi;tuolly fnpass ibla wilhout
palupraas ing.

i) Clectricity  rates e
caorbitant,

iti) Lower priovity fu glven
hy Rallways for  allocaliey
agim for Lﬁnnupurliuq
fndustrial  ° wmaterials. foy
Karachi. In o speclfic o5
1,000 tomias of Scrap Is lylng
at  the port  and  Incureing
- (tmurrage.

223
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We endorad 'the views that the Readymade
Garments and Electronics Industries 'may be
ollowed to be set up in Karachi and other big
sities of the country.

We support this view pointe, With-drawn
fiscal incentives in case of Digtricts of
D.G.Khan, Bajanpur and Industrial Estates at
Mlanvall, Khushab, Bhakkar and Chunian .

nay be restored.

No comments.

It is a fact and neced. amendments

No commentse
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iv) Une window system is yood
ut you cannol geb .tickel from
that  window. Conneclions of
eleclivicily, watér, power and
Lelephune are not available when
needed,

5. lax(q, Tariffs and Fiscal
Anomalies, -
The following obstacles were
fdenliled: -

a) Iiscal Mnomalies abound
in every industry using imported
materials. Present method  of
resplving Lhem is not
salisfaclory. oA fariff
Commission may he established.
letlor sLill, a Tariff Commillee
wilh Minister of .Induslries 'as
Chairman and lNinance and
Comercn Minislers  as  Membors
b osulowp Lo give award on
applications wilhin 30 days.

b) Clarfty. SRO and
Motificotions should be cloarly
cxpressod  Jeaving  lilktle room
tor ambiguity. Tt shoulil convey
what Government intenlions are.

"c) Custom Tariff. Custom
1ardrf should be siwpliried in
matters of classification, Items
deseribed under a generic head
and  attracting duties wilh

1iLLle  vardatfons  may  be

consol 1dated uder - Tan
appropriate caption,

) Raw molerials  or
inlermodiate goods draws  from
Lhe same materials shoald have
uniform ratos. ° o
(C: ampla: Plastlic gramules
carry a duty of Rs.13 per k.
but plastic sheaet {s charged
Hs.110 Ky,

L 208

SULUTION

D T T Lt L L]

One window system needs improvement. All
concerned agencies ghould.hold a fortnightly
Joint meeting of such represcntatives who

can decide the issues then and there.

A 'good proposal, which miy be implemented.

We gupport this demnd.

A reasonable demind, which we do support.

We do not support thin proPOsal. as there
i5 « need to £rotoet tho local industrics.
A8 in tho ple, the duty on plestic '~
sheotc needs to be on the higHer gide as
compared to that on plastic granules !

in order to protect the local-plastic
sheets manulacturing industry. However,
differential should not be as high as ginen
in this examplc.
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ecoenes

k. Audit

Luasloms  Procedure should b
S a3 continuous audit angd

Yrowaht En Tine with industrializol

coonriel,
.o Reoroanization of conr,

CBI,  shoud  be Jmade iy a
vaqnue. Hinistry aml dividel
fregn hﬂv(Hvishms; namely (i)

"I wnmsloms and Excise and
i fnceme Tax and other taxes,

is  would  enable  ‘Lhe
Guvermment Lo exercise arcaker
cmtroyl over runctibnuriﬁs,
ciminate delays amnd inprove
performance,

the  Ministry shonld e
staffed wilh professionals.
me Proleclive Duty on Lo,

ol IS D es el Enylines

wipko 207 (i, T

Government has extended
roteclion Lo 12 .0, diese)
engrines heing mane! aeLincod only
by PECO. thile o complele buit up
mpirled  wnit §s avaiable aL

£205, PLCO aro speiding 329 op .

LED Kit,

Besides, PECO - e nol
mraducing 1.5, Digsel engines uf
olher ranges (e.q. 3H,05,0,16 and
20 0.e.) Industrinisls  and
others may be allowed to fmport
' Intustrial  and
ayricultural uses.

lwport ban on other tlese)
engines (200 KVA atc) may also
bo 11fted,

Lhese for

0. Lycle Industry,,

Impart  of cyele p.irts buatiny
manuraclured |y the country is
adversely - sffecting ]
indusiry, Appruprlate change may
be wade {n §.Ho.4y8 of  the
pusitive {Ist of fndusgiry,

e s e et e bttt i e 44 4, .-

e timts e

SOLUTION -

S et b vt e e 010 4 aes reames Semaminse

We endorse thig view point,

Ye endorse this view point,

Mo comuents,

Those cycle parts which are being

manufac tured

of desireq quality in sufficient quantity

in the cowntry must be protected,

"
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0. PMlastic

i

Mrmcent lcal tndustry are T ,
O clunure the availabili ty of redicines

alloved to import thoeir malerialy
: 4t reasonable prices, pp ;.

inchuding plastics for exlruding policy may not ha

. \ changed.
vials elc for packaging froe of e
duly.
Ihlys s adversaely alfecling
small  plastic  unjts of the
country,
P Fax,
Fax  machines should e This demand nee

ds to be accepted,
allowed  to be imported  duty

‘ ey,
Ue dwport, of _Materials.

liport of materials by fniustey

In order to énsure fiair ¢g

should be aliowed on per formanges wpetition ve do zot

cndorgn this su renl i
bavis, l,.. shion,

v Nanoyewent_of Bonded Marehouses

Hanayement of bomded

winrchouses is nol salisfactory.

Reconciliations are nol done in

time. Renewal of  licences i

undily delayed, SLafl atlendance

No commentg,

is not vregular. AL STalkot Uhere

is a0 starr availhble for the

manayement of warehousos.

SeSporks o Goods ndustly,
slatkot,

tusks of Raw MaLterlals for

Sport Gouds {ndustries have yovue Luty on industria) raw

n&t!-;--
may be rationalized, riale

up. Conscequently, exemption §rom
duly be glven on al} items whioh

are 124 In nmber,

Uuring perluds ol low
business tha Werallng
industries, pnrlhﬂnnry small
ndusiries(sports goods) my be No comment s,

allowed Lox rellor,

b lncomn Tax Off1cors,

1105 are venerally dishoues!, a
diseriminativa, They need o gy tlirough
U process of re-cducakion (), shou i’
Anduet in Lhem Lhe valuas of hanesty,
proper llving, and aood lehaviyy,

No commenty,
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s, T O e
peasons buyond  his control. In

quch a situation, the A% loee

charyed  Trom  him should  be

refumded, if he fails Lo utilize

Lhu |§cungu wilhin 180 days.

0. Dpening 0

against RWP
i UL

state laak of pakistan has
directed  Comercial hanks 1o -
cpen /L fur e advance BNR No -comnent s,
against  nil marglu, bLut  Lhey
vanl. 10Z to ¢ z.f
F. Metund of Seenrily Veposits:
Lecurily oposil is liable Lo
be cunfiscated for duficienuy in
erport pcrfnrmnnée. Yhere Ui No commentg,
happens fuv reruns beyond one's
conlrol  the  Security Lepos it

should be relunded.

g. fssian Refriyerators.
fluneian velrigorators can hes

fportod againgt fmport uf rewmly

madde gavments. The car preice of

0 200 - litre  Russian

pafrigerator |Is Rs.6795 as ayainsl

e, 11,00/ for A apanase e end
orne this gu
7 'y

pefriyerator. Duty base shuuld restion,

be  changed  (row vialue Lo
capacity.

. Classification, of Kewp.

Lewp shonld bo clasyiliel o

oy No
wal under 176 Classification, Comments,

.

(aji Dost Huhamuad  who  made
Lthis request at tha meeling held
o oh bt il TR B LT

neort fallure)
b Tertlle lepgrbse -

The axisting quotd Jaules
should b ixiished and quola e
availale on the basis ol waine
addert,  Bestdes,  exporl Lo
non-munke  countries he Lireated No comments,

Vir e Nt S
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Derequlation and disinvestment.,

3. Siml Alkali should Le dis-

invested. No comments.

b. Obstacles in Disinveslment.

Raja Abdur Retman an induslraist of
Azad Kaslmir and manufacturer of Yaspa
Scovler has requested for an amlience
vith the President. lle wishes Lobringk
his wotice lhe drregularities amd
mimipulations of the last Goverament in
disinvestment cases.
Gy way of oxample, he quoted the
vase of of rc-orgnnlzntinn.of Mationa)l
Holors Ltd. Karachi on which o somary
vas nepared for ECC. In this suwmary
AL was sadd Lhat as the NaLional Hutues No commonts.
were lusing, its .management should be
handed to a privale parly by transfler
of  A43.2% of shares (Total capital
Rs.65.6 milion) held hy HIT & LCP.
leansfer  was Lo e made  al. 9
negnt tated  value. The case was Ui
widler process when the Government uf
Mo Junejo collapsed,
Raja A Relman alsu wsked  Tor
.uxpudiliuu Lhe case tore Lhe
uuahnraclun'hng of a3 syl car lyiny
pewding for years. fle wents Lo sel ap o
biahatsue plant.

Indigenisation/eletion

Fngincoring  industry  has  wunl.
achievnd tho  dastrved  Jevel  of
developeny becouse of Lhe indifrergnt
approach of yovermuent, und businessman,
N opropor programma shou ld be developed
for atlalnlug progressive wanufaclining
in englincering. The proyramma should be
implemented by a Monitoring Authority,
Ihe following specifc ;ugguﬁllunﬂ my be
consideredi= :

a. Monitortng should be. done ol Lhe
time of fssulng programg/schodula of -

deletion and during its tmplementalion, The suggestion is supported

Ny,
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HMazda Project.

Subimitted to Guvernmenl in
March 1982 for assemhly  of
prdgressive' manuf acturing of
Murrvis, bul approval Vs
inordinatey delayed by Guvernment.
How they have sulmitted o proposal
for Mazda Car, bubt’ this has alw
been delayed.

The party has spent millions
of vupees in  rwming aboul,
neyotiating abroad and completing
procedural formalities.

The Foreign participants have
wanted loo long. Hould come
forwiard only if a proper sanclion

was accorded by L Gorernmeal.,

Other packies.

Other parties inwerested in
car  projecks  are “Hre. Yuusafl
Shirazi, Ittefaq Foundary and

Gandhiara Lndustiries,

Specific Points of Behawalpur

Champer: of Comaerce_omd Judustry:-

4. Yelsil Bahawalpur may be

doclaved “"Zeru™ duly ored and

glven  tax holidavy for 3 Tong
1. e, o

b, Small”  industrial plonla
lying closed be re-opencd. '

" e.Uranches of OFls apened At
Vahawalpur. ' ' '
d. A display centre ol £I'U

tnstalled. o

e. ] of at least two hanks he
' H

chanysd to Gahawalpur,
f. An Indusirioi  estute lor

', .
farye and wodlum incustieies moy lie
LI} . ‘

2

sat up. '
g« Uevelop dairy and 1iveslock
Industry. )

s RIS R T L R T N

SOLUTION

o e Saarts e

No comments.

Tehsil Bihawalpur being a loss
developed aren, necds encourapgements
for the eastablishment of industries.

ile gupport the suggestion.

~do=-

-do... .
No comments.

.’ ’
No comments as it does not pertain
to ur.

We suppoct the suggestion as B/pur
is a guitable area for Miry
Farming.
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Social Issues.

The situation in Karachi needs
immediate attention with a view to
restoring law and order. The

following points are brought to :

notice:-

i. Student coming frem Punjab are

maltreated by Karachi schools.

ii. Government policy has been
oriented to Sindhis, which has
adversely affected selllcwent of
mohajirs.

fii. Mohajirs have taken must of
the pousts in Karachi.

iv., Mohajirs are creuting a rift
between Sindhis and Punjabis.

v. The practice ¢ domicile
certificates may be abolished.Al)
citizens are Pakistanis and should
have equal rights.

vi. Do not -let people (rom India
Lome to Pakistan and settlc here.
vil. Govermment  should biring
gout social integration in r.arachi
as early as possible.

Specific lssues.

1. Steel Mill and. Electrls.
furnaces.

Steel Mill production is beiny
upnecessarily protected. If this
policy 1s tu be continued steps be
token to also protect small units

making similar steel flems.

-,

i
3
=]

2. Cellophang Lapev. Juile
Machinery for the umil |s
lying packed oand unduryning haavy
domuarrage. This cannot be sct up
ot a place other Lhan Korahet, The
case is pending with Facilitation

Board,
3. gPZ )

"+ Not operating satisfactorily.

SULUTIUN

No comwentse

Foy the growth of industrias,
healthy c: mpetition should be

encouray;ed.

llc conments.

No comments.

U/\
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1. FEQ.

Federal Export Boeat hoy sLopped

meeling., [t used to resolve many
problems whien it met under Lhe

Chiairmanship of the President.

5. Existing Unils dt Karachi.

The existling units at Karach:
“should be allowed BMR facililies.

0. Minerals.

Develop mining through private

seclor,

. The mining is

Federy1 sXport Lopd ﬁwy be
revive : PINCT

ed to Lrov1deAH15h—Fnrum
to reslove the irehlens of

Industeilinsly; 2Xpeditiously

Mo conunnta,

nvery vast soctor
and it .should be develo

) ped by the
Jjoint arr

oris of private A
vithlic secter,
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THE FIRST SCHEDULE
(See Section 9. 10 and 50)

_ PART |
RATES OF INCOME Tax

A, In the case of evary individyal unregistered firm, an association
of persons, Hindy undivided family and every artificial juridicai person

referred to i clause (32) of Section 2, notbeing a case to which paragraph
B of this Part applies, —

(1) Where the total incomg is less than Rs, 100,000, .the income tax
shall be chaiged at the rate of ten per ceng of the total incoma;—
T )

Provided that,—

(/) Rs. 40.000, in ¢2se tha total income consists of, or includes
ny income chargeapl, under the head ‘Salary’, and such income
constitutes more than fifty Per cent o hijs total iIncome ; and

(/i) Rs, 30,000, in other cases ;

. A
(b)_ the income tax payabls shaj) be reduced by,— ) . 4"'?‘('3'('-"-
(/) Bs. 4.000, in casg the iotal income consists of, or includes; any-

Irzome chargeablg- under- the' head ‘Salary’, and such income
ncome ; and

<t

1ax and super 1ax, under sub-paragraph (2) of paragraph A of
Part V. shall be admissible j ang

(d) notwithstanding anything contained in this Ordinance, no ‘rebats
for any allowancs under Sections 39, 40, 41, 42, 43, 44, 44.4,
46 0r 47 shall be admissible, ’

(2) Where the 1] incoms is Rs. 100,000, of mare, the income
tax shall ba Chargeabls at the following fates, namely,—

Rate
(1) Where the taxable income is Rs. 76.000 Rs. 11,500,
{2) Where the taxable income exceeds Rs. 76,000 Rs. 11,500

but does not exceed Rs, 100,000, Plus 25 pg
cent of th
8mount
6éxceeding
fs. 76,000

1. Subs. by the Pinanes Ordlhar?ce, 1988,
121
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(3) Whera the taxable income oxceads Rs. 100,000

but does not exceed Rs. 200.000

(%) Where the taxable incom exceeds s, 200,000

Provideg that notwilhstnﬁdi}ag anything contained in th;

Income Tax Ordinance, 787

Rate
Rs. 12.500
Plus 35 g,
cent of (hy
amount
exceeadinn
fs. 15 J00,

Rs. E2.500
pPlus 45 pg
cent of the
amount gx.
ceecing

Rs. 200.000;

Ordinance,

s
the rebate for 20y allowance under Section 39, 40, 41, 42, 43, 44, 44.A,
43 ‘c: 47 shall bg Computed at th, fiverage rate of tay and allowed accorg.

ingly )
8. In the case of evary locaj authority

C: In the cases of ovary.
a foreign asiociation declareq tc be s -
by the Centraj Board of Revenue Under clsuge (16)
of Saction 2], on 1he total. incomo excluding sych

or bonus or bouns shareg to whirh stb-paragra h
(2) or eub-.p‘arggraph {3) of Parzgraph A of Pganpll
gpphun and income.to which Chapter. v appliag,

30 per cent of ‘ne
total incorme,

?O per cent of such
tncome.

'D. Rate of income tax for PUrposes of deduc- -

tion under sub-section {2} of Saction 50, —
On the whole of incomg chargeahte unZer the

head Interes; on Secuiities (noy being -,'r.’(er;z.z pay.
able on debentu;ge issusd by Si en hohals cof a

locaj &uthority or 2 company),

OD, Reite of income 1ax for pu 'o: ,
daduction under sub-sectipn {2-A) of Secrt?orfosso,gf

(2) where ihe Sum doss not &xceed s, 1,c00
() where sum éxcesds Rs. 1,000

':3‘0 per cent .of such
incoma,

- Nit,

10 per cent of the
amount excaedin
Rs, )OOO.] ¢

30 per tent of the
Sum chargeabis or the
tats applicable to a

resident person,
whichever ‘is  the

. Qreatar, o
-1, Par.aguph DD subs, by ths Financa Ordinance, XXVill of 1984,

This Parsgraph Dp

wWas 3aric
of 1555, ior k'\.s

Thia parsaranh veen. oot

JY the Finance Ordinen-. s

First Schedyle

IDDDD. Rate of income tax for Bu:poges of
deduction ynder sub-section (3.A) of Saction 50.

E. Rate for collection of incoms tax under

Sub-section (4) of Section 50.

~ *[F. Rate for collection of income tax under

Sub-section (5) of Section 50, o
(8) where the assesseo is liabla to pay

advance tax under Section 53 during the
financial year in which goods are imported.

{5) in other casas
G. Rates for collection of income tax undar
sub-section (6) of Section 60,—

(1) goods transport vehiclos with tegistered
laden weight of 2030 Kilograms or mors,

3[(2) Passenger transport vehicles with regis.

tered seating capacity of not [uss than
twenly persons— -, o

(3) incase such vehicles Ply within the city

limits
(6) «n other cases .

‘[H. Rate for collection f income tax ‘Under

sub-section (7-A) of Sectian 50.

1. Added by the Finance Act, VI of 1987,

2. Subs. by the Finance Ordinance, XX1v
It was earlier sybs,

123

20 per cent of the
surn.]

There pear cent of the
amount of payment,

One and one-haif
per cent.

Two per cent.]

One thousand fupes
per annum.

Fifteen rupees per
seat per annum. -

Twenty rupees p=r
seat per annum.)
Three per cent of the
.sale price.)

of 1981 (w.e.f. 1-7.1981),
by the Finance Ordinance, XXV of 1880.

3. Subs. by the Finance Ordinance, XXV of 1980,

4. Paragraph H added by the Finance Ordinarize, XXiV of 1981 (w.e.r.

1-7-1881)



_PART 1
RATES OF SUPER TAX

A." In the case of 3 combany.—

Rates

(1) on the total income excluding such partof 35 per cent of such
the totai incone as consists ot dividends or incomeo in the case
bonus or boays shares to which sub- of a banking com-
paragraph (2) or sub-paragraph (3) pany and 25 per
applies cent of such in-

come in the case

of a company other

than g banking
- company :

Provided that in 1he case of a domestic Eompany. rebate shall be
allowed as follows :—

(/) arebate of 5 per cent to such company not being a banking

company if it is a public company :

[Provided that, for any assessment year commencing on or afier the
first day of July, 1986, this clause shall have effect as it for the figure
and words ‘‘5 per cent” the figure and words **15 per cent* were
substituted ;)

(/7)) arebata oi T per cent 1o such company not being a banking
company if it is a public comoany to which clause (/i) does not
apply, it its paid-up capital plus free reserves as on the last day
of the income year ¢oas not exceed Rs. 500,000 ;

2[Provided that. whare such public company is listed on a registered
stock exchange in Pakistan, between the first day of July. 1984, and the
thirtieth day of June, 1986, this clause shall have eftect as if for the
figure -*500.000* the figure +*5.000,000"" were substituted 3

3[Provided further that the aggregate of rebates admissible 1o the
assetsee under the foregoing provisos -shall not exceed the. Ssupe. tax
peyable by him under this paragraph ;3 ’

(/ii) arebate of 5 per cent on so much of the income, profits and
gains of such company, being a public company, as are derived
by it from an industrial undertaking if its paid-up capital plus
free reserves as on the last day of the income year does not
exceed Rs. 1,000,000 :

1, Provsiso addad by the Finance Act of 1985, Effective from July,
1986.

2. Proviso added by the Finance Ordinance, XXVIi| c;f 1984.
3. Prgovsiso added by the Finance Act, ! of 1885. Effective from July,
1986. .

124
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. 3[Provided that, wiiere such public company is listed on a registeregd
stock exchange in Pakistar, between the first day of July. 1984, and the
thirtieth day of June, 1886, this clause shall have effect as it for the
tigure *1.000.000" the figure **10.000.000" were substituted ;)

(/v) a rebats of 5 per cent on so much of the income, profits and
gains of such company, as are derived by it from an industria|
" undertaking commencing commercial production at any time
between the first day of July 1975, and the thirtieth day of .
June 2[1988] (both dates inclusive) if the original cost of fixed
assets (excluding the cost of land) owned by the company and
used by the undertaking does not exceed Rs. 3[5.000.000) so
however, that no. rebate under clauses (/i) and (iii) shall pe
allowed to such company ;

(v) a rebate of 10 per cent 1o such conoany in respect of jts income,
profits and gains to which clause (c) of Section 26 applies or
which are datived by it in- Pakistan from Processing, freezing,
Preserving and canning of fong, vegetable, fruit, grain, meat,
fish and pouliry ; and

(v/) arebate of 15 per cent to such company on so much of the

income, profits and gains accruing or arising outside Pakistan t0
" Wwhich clause (2) of parzgraph A of Part IV does not apply as are
brought by it into Pakisian : .

Provided further that where the tota] income of a company includes
any profit and gains fram the lifs insurance business, super tax payable
by the company shall be reducsd by an amount equal to 12.5 per cent of
that part of its total income which consists of such inclusjon ;

(2) to which paragragh C of Part ! epplies, on the amount represent-
ing income from dividends from 3 Pakistani Company :— -

Rates

«J, where such dividernds are received by a 4[5] perceat of such
public company and are declared and amount.
paid by a Pakistani Company in respect of
the share-capital issued,’ subscribed and
paid after the fourteenth day of August,
1947.

(b) wherte such dividends are received by *[a 15 percent of such
booy corporate referred to in sub-clause amount;

1. Proviso added by the Finance Ordinance, XXVIil of 1984,
Subs. for the figure *1983* by the Finance Ordinance, XIV of 1983,
This figure was earlier subs. fsi *1 980° by the Finance Ordinance,
XXV of 1980,

3. Subs for the figure *<3,000.000"" by thz Finarce Ordinance, XXV
of 1980 (w. e, /. assessment ysar 1987-82).

3. Subs. for the figures ‘10" by the Finance Ordinance, Xil of 1982.

Ins. by the Finance Ordinance, XXIV of 1981, It was earlier deemed
to have been ins. by S. R. O. 1162 (1)/80, dated 20th November,

Ul
o .



126

(¢} of clause (16) of Siction 2 or] a
toreign assozianon.declarsd to be a com-
pany by the Central 3ocard of Revenue
under clause {16) of Section 2.

{c) in other cases

income Tax Crdinance, 1979

1[20] per cent of
such amount,’

(3) On the whois of the amount repre's_enting 2[the face value of any
bonus shares o] the amount of any bonus issued by ‘the company, with

~

a view 1o increasing jts paid-up capital — °

.- (8) where. 8 company which issued bonus
shares orj the bonus in a outlic company.

{(b) in other cases - v

B. In the cass of evefy local authority, on the
whole of the tstal income

“[C. In the case of every registered firm,—

where ihe total income doss not exceed Rs.
24.000 -

where the total irzome exceeds Rs. 24,000
but does not exceed Rs. 50,000 . :

where the total income' exceeds Rs. 50,000
but not exceed Rs. 100.000 '

where the total ircome exceeds Rﬁ.
1,000.000 but doss not exceed Rs. 150,000.

where the total income exceeds Rs. 150,000

D. Rate.of supe: 1ax 1or e purposes of
deductioi; under sub-section (2) of Section 50—

Rates

10 per cent of such
amount ;

15 per cent of such
amount

12.5 oer cent of the
amount,

Nil.

5 per cent of the
amount ° exceading
As. 24,000 ;

Rs. 1.300 p/us 10 per
cent of the amount
exceeding Rs. $0.000

*Rs. 6,300 plus 20
per cent of the
amount exceeding
Rs. 100.000;

v, 16.300 - plus
3%, per cent of the

amauat. -exceeding
Rs. :50.000].

On the whole of the income chargeable under the hesd *‘Interest on

secunties’” paic ~ > non-rasident—
' (/) whera suc:  -rson is o company .

(ii) where such person i= not a company ...

1. Suzs. for the figure *37Y by a- .
2. Wazrda inst, by tae Finance Cidinan.
Q. NMacdn Jner b the Einance Ordinzrce

“agsl.

™

<o~

S
~

the rate abplicable
tv a compeny ;
the rate applicable

to s resident person,
not haing a company.

~ance Grdinance, Xli of 1352.

First Schedule

1TE. Rate of super tax for the purposes of
.eduction under sub-section (3) of Section 50, —

{7} in the case of 8 company

(7/7) in other cases

IPART HI .
»~TE OF SURCHARGE -
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the rate applicable
to a company on the
sum chargeable ;

the rate applicabla
to a resident person,
not being a com-
pany, on the sum
nhnrnnnhlq’_]'

1 Where the total income of any person for the income year, relevant
to the asressment year commencing on or after the first day of July,
18€8, is two hundred thousand rupess or more, the surcharga shzll be
payable 81 the rate of ten per cent of the income tax and super tax, if

any, payable for the year.]

e St Juimenase

"1, Added by the Finance Ordinance, XXV of 1980.-

2. Partill inst. by the Finance Qrdinance, 1988.



PART IV

A. Notwithstanding anything contained in this Schedule, ![except

clause (c) of the proviso to sub-pa
thersof}— paragraph (1) of paragraph A of Part |

{1) where the assessee is a co-operative society, the tax shall be
payable at the rates specified in paragraph A of Part l. or
paragraph C of Part! and paragraph A ot Part Il of this Schedule
as if the assessee were a company tu which the first proviso to

paragraph A _of the said Part Il applied, whichever treatment is
more beneficial to the assessee :

(2) wh_ere thq total income of an assessee includes any profits and
gains derived from export of goods manutactured in Pakistan ;—

(a) inco!ne tax and super tax, if any, payable in respect of such
profits and gains shall, subject to the other provisions of this
clause. be reduced by en amount equal tc 3[titty] per cent of the
amount of income tax and super tax, if any atinbutable to the
sale.proceeds of such goods 2{or, in respect o* any good
specified}] 3[in the eighth Schedule) by an amount equal to such
percentage of the amount of the income tax and super tax, if
any,.attributable to tne sale proceeds of such goods, as 4[are
specified in that Schedule :]

Provided that in the case of a registered firm, super tax payable by it
under paragragh C of Part Il of this Schedule shall be reduced under this

- clause by se much of such amount calculated on the basis of the income
tax payable on its total income under paragraph A of Part i 2= it it were

the total income of an unregistered firm as does not excee.l the said
super tax :

. S[Proavidad further that the provision of this clause shall apply to
profits and gains derived from the —

(2) export of vegetatle, fresh {ruits and cut flowers ; or.

(b) sale, in ?akistan, of goods manufactured in Pakistan against an
lme.rr:a_monal tender, where the contract under which such sale is
msde is approved by the Commissioner,

as are applicatie to piofits and gains gerived from the export of goods
meanufzctured in Pakistan ;]

(o) nothing in sub-clause (a) shall apply to a company which is not
a domestic company ; and )

-t

. Wecerds inst. by the Finance Ordinance, 1988.
Ins. by the Finance Act, VI of 1987,

Words subs. by the Firance Ordinance, 1988,
Words subs. by the Finznecs QO¢dinance, 1988,
Proviso insi. oy the Finance Ordinance, 1888.

~~ b
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(¢) nothing in sub-clauses (&) and (b) sha!l apply in respect of the
following goods or class of goods, namely :—

1[(/) raw cotton ;
(if) rice ;

(iffy rice bran}
(iv) wheat bran ;
(v) lamb skin ;

{(vi) such other goods a8 may be notified by the Central Board of
Revenue ]

The Central Board of Revenue may make rules providing for the
computation of protits and the tax attributable tc export salss for the
purposes of sub-clause (&) and for such matters as may be necessary to
give eftect to the provisions of this clause :

2{(2-A) where an sssessee,—

(2) being a company registered under the Companies Ordinance,
1984 (XLVIl of 1984), and having its registered cffice in
Pakistan, repatriates to Pakistan eny inccme chargeable to tax
under the head ‘income from business or profession’ in any
income year which has been derived by it from a construction
work executed by it outside Pakistan., no super tax shall be
payable by it on such income ?*

(&) nc: oeing a company, who is resident in Pakistan, repatriates in
any income year any income earned abtoad by way of tees for
any technical or consultancy services rendered outside Pakistan,
he shall be entitled to a rebate equal to thirty per cent of income
tax or super tax payable on the income so repatriated :

.Provided that—

(/) such income is received in Pakistan in sccordance with the law
for the time being in force for regulating payments and dealings
in foreign exchange ; and

(fi) where the assessee is a registered firm, super tax payable by it
shall be raduced by sn amount calculated on the basis of the
income tax payable on its total income if it were the total income
of en unregistered firm es does not exceed the said super tax.

(2-B) No super tax shall be payabls by a registered firm in respect of
the income, profits and gains derived by it from the exercise of a profes-
sion if such income, profits and gains depend wholly or mainly on the
professional quaslifications of its partners who are prevented by any law
for time being in force or by convention or rules or regulations of the
professional association, society or similar body of which thev are
members to constitute themselves into a corporate body with a limitesi
liability which can be registered as a company under the Companies
Ordinance. 1984 (XLVIlI of 1984), unless such profession consists wholly
or mainly in the making of contracts cn behalf o{ other psarsons or the

1. Subs. by the Finance Ordinance, 1988,

2. Clauses (2-A) and (2-B) ins. by the Finance Ordinance, XXV ot
1980 (w.s.f. assessment year 1981-82). )



giving to other persons cf advice of a commercial nature in connection
witn the making of contracts N
{3) where a persen, not beirg a company, is not resident in Pakistan,

tne tax. including super tax payable by him or on his behalf on his total
income shall be an amyunt equal to—

19) the income tax which would be payable on his total income at
the rate of thirty percent or the income tax which would be
payaole on his total income it it were the total income of the
person resident in Pakistan, whichever is the greater ; plus

(b) the super tax which would be payable on his total income if jt
were the total income of the person res‘dent in Pakistan :

Provided that a ly such person may. on the first ocecasion subsequen’
to the thirty-first day of March, 1856. on which he is under this Oidinance
or the repealec Act. assessable tor any year by notize in writing given 1g
the Income Tax QOfiicer before the thirtieth day of September in the year of
assessment declare (such declaration being f{inal and being applicable
to all assessments thereaiter) that the tax, payable by him or on his
behalf on his tatal income shal; be determined with reference to his total
world income. and thereupon such tax sha!l be an amount bearing to
the total amount of tax, which would hsve been payable on his total
world incorie had it been his total income, the same preportion as his
total incom2 bears 1o his total worid income :

Provided further that where any such person satisfies the Income Tax
Officer ihat he was prevented by sufiicient cause ‘;om making such
de:claranon on the first occasion on whrch he became assessable and his
tailure 10 make such declaration has not resulted in reducing his liability
to tax for any year, the lncome Tax Offizer may, with the previous
approval of the Inspecting Assistant Commussioner, allow such person
10 make the declaration at any time_on or after the expiry of the period
specified, and such declaration shall have effect in relation to :he assess-
ment for the year jn which the declaration is made (il such assessment

has not been completed before such declaration) and all assessment
thereafter : and .

{4¢) where the toial income of an assessee includes any income
chargeabls under the head ‘Capital gains’ (hereinatter referred to as the

said income), the tax including super tax payable by him on his total
income shall be—

(2) where the said income has arisen as a result of disposal by the
assessee of his capital assets after not more than twelve months
irom the date of thejr acquisition by him—

thcome tax and super tax pavable on the total income (including
the said Income) ; :

(5) where the said income consists of capital gains which have arisen
on account of the disposal by the assesseg of hijg capital assets
alter twelve months from the date of their acquisition by him—

(/) in the case of 3 company or a firm registered under Section 68
(including a firm treated as a registered tirm under sub-clayse (77)
of clausa (b) of sub-section (1) of Section 65—

{1} income tax and Super tax pzyable on the total income, as reducsd

Je

'

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

income, plus . .

{2) income tax at the rate of twenty-five per cent on the whoie
amount of the said.incocme ;

(i7) in the case of other assessees income sax payable on—

{7) the total income, as reduced by the said income had suck reduced
income been the total income, pfus

{2) the amount of the said income as reduced by—

(/) an amount equal to sixty per cent of the amount ol the said
income, or

(77) tive thousand rupees, whichever is the greater ;

Providid that as respects the assessments for th~ vears ending on the
hirtieth day oi Jusa, 1981. income 12x and suoer tax shail, sydjact 0 the
nher provisions of this Ordinanze, be payabie on ihe total income as
educed by the said incorne.

B. As used in this Schedu!e.—

(1) 'rindustrial underraking® mrearns an undenaking wiich is set up
or commenced in Pakistan 95 or sfter ths 13 dav nf- Lugust,
1947. and which empioys (1} ten or mare parsnns i Pakxs_tan ang
involves the use of electncal en2igy or any stter form of anergy
which is mechanically transmitted and :3 not genargted bv
human or animal agency ; of {if) the use o' #lacincal en=igy
or any other form of energy wiuzcn 15 mechanicaly llansnsnfter!
and is not generated by human ot animal agency and wiucn 5—

(H engagéd in—

(2) the manufacture of goods or materials or the subjection of goods
or materials to any process. which substantially changes tneirs
original condition ;

(b) ship-building ; .
(c) generation, transformation, conversion, transmiss.ion or dfsmbu-
ticn of electrical encrgy, or the supply of hydiaulic power ; or

(d) the working of any mine, oil-well or other source of mineral
deposits not beirg an undertaking 1o which the Fifth Schedule
applies or ;

(/i) any other industrial undertaking which may be approved by the
Central Board of Revenue for the purposes of this ciause ;

1{(2) ‘*Public company’’ means—

(8) acompany in which not less than fifty per ceni of (pe shares are
held by the Government ;

(b) a company whose shares were the subjuct of nesiing .n o ragis-
tered stock exchange in Pakistan at uny wnmse Junag the income

year and remainad listed on the stock exchaage ull the close ot
that year: or .

{¢) 3 trust formed by or uncer any iaw for the time being in iorze )

' Sub-paragranh (2) subs. by tha Fraance Ordinanze, X1'v u’ 3 ¥z
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{3) registered firm'* means 8 firm registered under Section 68 or a
firm treated as 2 registered firm under sub-clause (/i) of clause (&) of
sub-section (1) of Section 69 ;

(4) *"taxable income’” means the total income of the assessee as
diminished by an allowance of Rs. 1[24.000] ; and

(5) ‘'total world income” includes all income, profits and gains

wherever accruing or arising except any income which is not includible in
the total income of an assessee, *

— s e —eid

1. Subs. for figure *13,000° by the Finance Qrdinance, XIV of 1983,

A

Y
4

o

I{THE SECOND SCHEDULE
[See Section 14(1)]

PART | :
2[EXEMPTIONS] FROM TOTAL INCOME

Incomes. or classes of income., or psrsons or classes of _persons,
enumerated below. shall be exempt from tax, subject to the condition and
to the extent specified hereunder : —

Agricultural inzome :
(1) Agrizuitural income :

3[Provided that, in case an assessee hss, in any income year, any
income (o’ner than the agricultural income) which is chargeable to tax
(h-reinatter called ‘'chargeable income’), the agricultural income shall
be .- “tuded in the total income, so however that the tax payable on the
charyeable income shall be an amount which bears that sams proportion

13 tha chargeable income as the tax on the total income baars to the total
income.]

Salary income :

(2) Any income chargeable under the head ‘‘Salary’* derived by any
employes of a foreign Government (including a consular or other officer

or a non-diplomatic representative) as remuneration for services to such
Government, if—

(a) sucn employee is a citizen of the foreign county and not a citizen
ot Pakistan ; and

{b) the services pertormad by him are of a character similar to thoss

performed by employees of the Government of Pakistan in foreign
couatries ; and

' (c) the foreign Government grants e similar exemption to €.npioyass

of the Government of Pakistan performing similar servicaes 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 ysar in which he
arrived in Pakistan) for a period of two years from the date of his arrival
in Pakistan as remuneration for services renderad by him during such
period as a professor or a teacher at a recognisad university, college,
srhool or other educational institution in Pakistan :

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

2. Subs. for ‘Exclusions’ by the Finance Ordinance, 1988.
3. -Proviso added by the Finance Ordinance, 1988.
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L TALE
Lor Non-Salaried Persons TAX ADIUSTMENT / REFUND CLAIM

FORM OF RETURN OF TOTAL INCOMLE UNDER THE INCOME TAX ORDINANCE, 1979,
(For Resident Non-Salaried Individualg, Unregistered Firms (URFs), Associalions of Persons (ACDs) and
Hindu Undivided Familics (HUFs) whose Total Income chargeable to tax is less than Rs. 100,000 derived

50% or more from sources other than salar ).

National Tax Number Assessment Year B

(LTI T T 1989-90

Name

{INBLOCK LETTERS)
Address
(INDLOCK LETTERS)

Name of Business
{INBLOCK LETTERE)

, Business
Nature of Business Code
(INBLOCK LETITBS) :

(for office use only)

1. I certify that my total income chargeable to income tax during the income year relevant to

the assessment yearm after making legally admissible deductions was
Rs. and my tax computation is as follows:

for computer only
i) Frombusiness/ Profession.................... | Code 211 Rs
i) From property........esnnsnso, | Code 231 Rs
iii)  From salary where applicable.................. Code 261 Rs. _
iv)  From other sources ..., | Code 257 Rs.
Total: i, Code 999 Rs.__ '
a)  Taxdue @ 10% of Total income...... | Code511 Rs
minusb)  Statutory Tax credit.................... Rs.___3.000
¢)  Tax payable (a) - (b).......cooooovverennin... Code 528 Rs. _
d)  Less: Tax deducted at source........... o Code 531 Rs.
e)  Net Tax Payable/Refundable.......... Code 559 Rs.
2, Ialso certify that 1 have no income chargeable to tax other than the amounts shown
above. ) , o
3 I further certify that my last assessed income for the assessment year was
Rs. . g
4. Tattach herewith the required particulars, details and documents, specified overleaf, in
support 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 :

For Adjustment: Net tax of Rs.

paid as per Treasury Challan No. _

dated ' - _enclosed herewith may be accepted in full discharge of my tax liability.
OR
Eor Refund: Refund of Rs. being in excess of my tax liability of Rs.

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

Signature

Identity Card Number

ACKNOWLEDGEM ENT(For office use only)
The above return has been accepted and this photo copy shall constitute your
assessment order for the assessmant yer RN 1989-90

&



DIRECTIONS

"Total Income chargeable to tax" does not.includ.e the Iollowing;

a) receipts during the income rear relevant to the asséssment year
1988-89, which are general y or specifically tax exempt per se
e.g. return on investments in the national savings sckemes; and

b) expenses legally admissible.

PARTICULARS / DETAILS AND DOCUMENTS REQUIRED FOR
ADJUSTMENT / REFUND GF TAXES DEDUCTED AT SOURCE
UNDER SECTION 50 OF THE INCOME TAX ORDINANCE, 1979.

1.

: : Description, serial number and
amount of securities held, date-wise amounts of interest received,
and attested photocopies of the documents showing deduction of
tax at source.

Eaxmmununpplx_QLgmds_nr_mndmn%_ﬂndm&_mm
Details of sug lies made ur services rendered with photocopies of

P
bills issued, Bank branch with account numbers where cheques for

payment were deposited, and attested photocopies of the
documents showing deduction of tax at source.

execution of contracts u/s 50 {4); Details of contracts
executed and amounts received with photocopies of bills issued,
Bank branch with account numbers where cheques for payment
were deposited and attested photocopies of the documernts showing
deduction of tax at source.

Imcgmﬂ_u[_gn_oda_u[g_jﬂ_(j_)_ Details of bil's of entﬁ with description
and value of goods imported, Bank branch with account number
through which L.C. was opened and import documents were

retired, attested photocopies of challans showing deduction of tax
at source aad photocopies of Import Licences obtained.

icles i Description of motor vehicles (with
make, model and .seating capacity), attested photocopies of
ownership entries in registration book and attestedpphotocopies of
documenrs showing deguch'on of tax at source. -

Mﬂ&ﬂ&lﬂmﬂxﬁ[&.ﬁm Description and details of
property acquired by public auction, total amount paid for the

property, . and attested photocopies of documents showing
ded}l):ction of tax at source. ,
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Sections

7.
58.
59.

59.A.

60.
61,

76.
77.
78.
79.
80,
81.
82.

Hours of work to correspond with Notice and Register
Power to require medical examination

Power to make rules

Provisions to be in addition to Act XXVII of 1938

CHAPTER VI
PENALTIES AND PROCEDURE

Penalty for contravention of Act 2nd rules

Enhanced penalty in certain cases after previous
conviction .

Penalty for failure to give notice of comamencement o
work or change of manager-

Penalty for obstructing Inspector
Penalty for failure to give netice of accidents
Penalty for failure to make returns-”

Penalty for making or.using naked light in vicinity o
inflammable niaterial

Penalty for using false certificate

Pepalty on guardian for permitting double employment
of a child

Penalty for failure to display certain notices

Determination of ‘‘occupier’” for purposes of th
Chapter

Exemption of cceupier from liability in certain cases
Presumption as to employment

Evidence as to age

Cognizance of offences

Limitation of prosecuiion

CHAPTER VI
SUPPLEMENTAL

Display of factory notice

Power of Provincial Government to make rules
Control of rules made by Local Goveroment
Publication of rules

Application to Governmeut factories
Protection to personsjacting under this Act
[Repealed]

The Schedule~(Repealed)

The
Factories Act, {934

XXV _OF 1934)
[20th August, 19343
An act to consolidate and amend the law regulating labour
" in facturies

Preamble: Whereas it is expedient to consolidate and amend tke

aw regujating labour in factories ; it is hereby enacted as follows :
CHAPTER 1
PRELIMINARY

1. Short title, extent and commencement: (1) 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, 1935.

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 kis seventeenth

year ;
(c) “child” mca . a person who has not completed his fifteenth
year ; ’
(d) “*day” means a2 period of twenty-four hours beginning at mid-
nigbt ;

-(€) ““week” means a period of seven days besinning ot mid night on
Saturday night ; » . .

(f) “power’’ means electric encrgy, and zny other form of energy
which is mechaunically transmitted and is not generated by human
nor animal agency }

(g) *‘manufacturing process’’ means any process-——
(i) for making, altering, repairing, ornamenting, fciching or
packing, or otherwise treating any article 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 Obj:c(s.an.d Reasons, sce Gazette of India. 1933, Pt. v. pp. 175.
Yor Report of Select Committee. see ibid., 1934, Pi. v. pp. 44 and 45.
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(h) “worker” means a person employed, 2[directly or through an
agency] whether for wages or not, in any manufaciuring process,
or in cleaning any part of the machinery or premises used for a
manufacturing process, or in any other kiad of work whatsoever,
incidental to or connected with the subject o, the manufacturing
process, but doss not jnclude any person solely employed in a
clerical capacity in any room or place where no manufacturing
process is being carried on ; ‘

J) “factory” means any premises, including the precincts thereof,
wherein 3[1en] or more workers are working, or were working
on any day of the preceding twelve months, and in any part of
which a "~ maoufacturing process is being carried on ifor is
ordinarily carried on with or without the aid of power]

but does not include a mine, subject to ths; operation of the
Mines Act, 1923 (1V of | 2
(k) **machinery’ includes all plant whereby power generated, trans-

formed, transmitted or applied ;

(I) “occupier” of a factory means the person who has ultimate
control over the affairs of the factory : .

. Provided that where the affairs’of a factory are entrusted to a manag-
138 agent, such agent shall b= deemed to be the occupier of the factory ;

(m) whether work of the same kind is carried out by two or more sets
of workers working during different periods of the day, each of
such sets is called a “relay” and the period or periods for which
it works is called a ““shjfp’ ; and

(n) “prescribed’” means prescribed by rules made by the Provincial
Government under this Act, .

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

Provided that for any area, in which Standard Time is ordinarily
observed the Provinsial Government may make rules—

(N specifying the area,
{ii) deiiring the jocal mean time ordinarily observed therein, and

(ii7) permitting such time to be observed in all or any of the factories
Situated in the area.

. 4. Seasonal factories : (1) For the purposes of this Act, a factory,
vhich is exclusively engaged in one or more of the following manufactur-
IS processes, namely, cotion ginning, ‘coiton or cotton jute pressing,
the Secortication of groundnuts, the manufacture of coffee, indigo, lac,

rubber, sugar (including sur) or tea or any of the aforesajd procesces, is a
Scasonal factory : .

Provided that Provincial Government may by notification in the
official Gazette, declare any specifi=d factory in” which manufacturing
Processes are ordinarily carried on for more than ogs hundred and eighty

————

3. Ins. by the Factories (Amsndment) Act, XVI of 1973, 8. 2.

3. Subs, for.*twenty* by the Factoriss (Amzndm=nt) Act, XVI of 1973, S. 2,
4 Subs. by the Factories (Amzndmant) Act, XV[ of 1923.8.2,

3. g’thwords “and-a-half” omitied by ths Faciories (Amendment) Act, XVI of 1973,

[

<<

L35 2-24] - Facwurics acr, 1934 : 119

working days in the year, oot to be a seasonal factory for the purposes
of this Act.

(2) The Provincia] Government may by potification in the official
Gazette, declare any specified factory in which manufacturing processes
arc ordinarily carried on for more than one hundred and eighty working
days in the year and cannot bz carried on except during particular season
or at times dependent on the irregular action of natural forces, to be a
casonal factory for the purposes of this Act.

5. Power to apply to provisions applicable to factorics to certain other
places: (1) The Provincial Government may by bpctifization in the
official Gaz:tte, declare that all or any of the provisions of the Act
precess is being carried on or is ordinarily carried on whether with or
without the use of power whenever 6[five] or more workers are working
therein or have worked therein OD any onpe day of the twelve months
immediately preceding,

(2) A notification under sub-section (1) may be made ia respect of any

one such place or in fespect of any class of such Places or genperally in
respect of all places. ‘ :

3) Notwithsranding anything contained in clause (1) of Section 2, a
place to which a]l or any of the provisions of the Act applicable to
factories are for the lime- being --applicable in pursuance of a dec-
iaration unde; sub-section (1) shall, to the extent to which such

Provisions are so made applicable but not otherwiss, be dsemec to be a
factory.

THE FACTORIES (PUNJAB AMENDMENT) ACT, 1940

After section 5 of the Factories Act, 1934 (XXV of 1934), (hereinafter

referred to as the said Act), the following section shall be decmed to be
Inserted, namely—

*‘9-A. Establishment or extension of certain Jactories.—(1) No factory
shall be established or extended for the purpose of carrying o cne or
more of the manufacturing processes ‘mentioned in the schedule to this
Act, or for purposes incidental thereto, save with permission in writing of
the Provincia] Government or such persons as it may direct :

Provided that if an application for such permission has been despatch-
ed to the prescribed authority by registered post acknowledgment due and
the decision of Government or the prescribed authority has not been
comm:nicated to the applicant for six months after the date of s receipt,
the applicant shall be regarded as having obtained that permission ; ard
Provided further that a factory shall not be considered 2s extended within
the Meaning of this section merely because of anv renewal of or addition
to existing machinery or appliapces within the limits prescribed.

(2) Where an order rejecting an application for the establishment or
Cchn-sxo.n of a factory has been mads by an authority other than the
FOvincial Goveroment an appeal by the applicant sha I lie to the Provin-

- cial Government withjn fifteen days of the date on which ctuch order hzs

been commuanicated to him.

e ——

€. Subs, for ‘“ten’’ by the Factories (Amzaimeat) Act. XV] of 1972.S. 4,
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Provincial Government an appeal by the applicaat shall lie to the Provincial
Government within filtecn days of the dzte on which such order has been
communicated 0 him, -

(3) The Provincial Government may, by notification in the official
Gazette, add to or exclude from the schedule the name of any manufactur-
ing process it may desm ft, and such addition or exclusion shall taks
efiect as if it had been made by this Act. (3) The Provincial Govesnment may, by notification in the offcial

(4) Any person who contravenes the provisions of sub-section (1) Gazette, add to or exclude from the schedule the name of aoy manufactur-
shall be punishable with fine which may extend to 1,000 rupees and in ing process it may desm fit, 'and such addition or exclusion shall take
addition, with fine which may extend to 100 rupees for cach day, the eficct as if it bad been made by this Act.

period during which the contravention continues.” ‘ (4) Any person who contravenes the provisions of sub-section )]
. . . . , above shall on conviction be punishable with fine which may extend to
Schedule mentioned in ".'ec”f" 5"4. (1 l‘;f Factories Act as 5.000 rupces and in addition, with fine which may extend to 100 rupees
applicable to Punja : for each day of the period during which the contravention continues "
1. Textile : Schedule mentioned in Section 5-A (1) of Factorics Act as
(a) Cotton. applicable to N -W.F.P.
(&) Woollen. 1. Textile.
2. Glass. 2. Chemical.
3. Cement ard allied products. 3. Cotton ginning and pressing.
4. Chemic.ss including medicines. 4. Flour milling.
f. Hydrogenated oils—edible.and others. 5. Sugar mapufacturing.
g * * *] 6. Tanning.
Z. II;I]osicry manufacture, - 7. Match making. _
- rlour mills. 8. Fruit and vegetable processing.
9. Steel-rolling mills. '
’ 6. Power to deciare department to be separate factories: The Pro-
- THE FACTORIES (NORTH-WEST™ FRONTIER PROVINCE vincial Gevernment may, by order in writing, direct that the different
AMEXNDMENT) ACT, 1964 departments or branciies of a specified factory shall be treated as separale
A s £ (Act XXV of 1934) (bereinaft factories for all or any of the purposes of this Act.
ter section 5 of the Factories Act, 1934 (Act o ercinafter . 7. Pewer to exemn . . foet
. ? : . : T ; pt on a chinge in the factory : When the Provincial
;’:‘;Z‘;_‘;Z% t;)aas }h‘: said Act), the following sections shall bs deemed to be Covernment is satisfied tnat following upon achange of occupier of a
mely : ) factory or :n the mapufacturing process carried on therein, the number
“*6-4. Establishment or extension of certain factories.—(1) No factory of workers for the time being working in the factory is less than twenty
shall be estabiished or extended for the purpose of carrying on one or aod is not likely to be.twenty or mercion any day during the sasuing
more of the manufacturing possesses mentioned in the schedule to _this twelve months, it may by order in writing exempt such factory from
Act, or for purposes incidental thereto save with the permissiou in writing operaticn of this Act : ..
of the Provincial Government or such person or persons as it may direct : v, . . - s
. . L L. :- Provided that any cxemption so granted shall cease to have effect
Provided that if an application for such permission has beea des- o0 and after any day oa which twenty or more workers work in the
patched to the prescribed autbority by registered post acknqwlcdgcmcnt actory, c
due and the decision of Govercment or the prescribed authority has not v
bezn communicated to ihe applicant for six months after the date of its :. f[7-A. Exemption from certain previsions of the Act : The provisions of
receipt, the applicant shall be regarded as having obtained that permission; section 14, clauss () of sub-section (1) of Section 15, Sections. 16, 17, 18,
and provided further that a factory shall not be considered as extendad ', 22, 23, 25 and sub-ssction (3) of Section 33-Q shall not apply in the
within the meaning of this section merely because of any repewal of or Irst insiance to any factory wherein not more than nineteen workers are
addition to existing machinery or appliances within the limits prescribad. Yorking or were working oa anv one day of the twelve months immediataiy
(2) Where ar order rejecting an application for the establishment or ;:’FCCdmg : .
extension of a factory has been made by an authority other than the - Provided that the Provincial Government may, by notification in the

Heial Gagzette, apply all or any of the said provision to any such ‘factory*
L any class of such factories).

7. Entry No. 6 “*Cotton Ginning and Pressiac™ omitted in exercise of powers under -
subz:clion (3) of section S-A, Notn No, 1314-52/604-Dey., 10 June 1962, PunjabGaz., —

Pt 1,20 2, p. 484, .
“1 June 1962, p. 454 - . + Sec. 7-A Ins. by the Factories (Amendment) Act, XVI of 1973, S, §.

=
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8. Power to exempt during public emergency > In any case of public
e¢mergency the Provincial Government may. by noul'icali_on in the official
Gazette, ex=mpt any factory from any or all of the provisions of this Act
for such period as it may think fit. :

9., Noticc to Inspector before commencement of work: (1) Before
work is bhzgun ia &ny factory afrer commsncement of this Act. or be-
fore work is begun in any scasornal factory each season, the occupier chall
scud to the Inspector a written notice containing—

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

(b) the addressto which communications relating to the factory.

shouid be sent, .

(c) the nature of the manufacturing processes to be carried on ja the

factory,

(d) toe nature and 2mount of the power to be used,

(¢) the name of the person who shall be the manager of the factory
for tke purposes of this Act, and .
(f) such other particulars as may be prescribed for the purposes of
this Act. - )
*[(1-A) Tn respest of all factories which come within the scops of
this Act for the first time on the commencement of the Factories (Amend-
ment) Ordinance, 1972 (XLII of 1972), the occupier shall send a written
notice to the Inspector containing particulars. specified in sub section (1)
within thirty days of such commencement],

(2) Whenever another person is Appointed as manager the occupier
shall send to the Inspector a written notice of the change, witbin seven days
from the date on which the Dew managir assumes charge.

(3) During any period for which Do person has been designated as
manager of a factory upder this section, or during which the person desig-
nated does not manage the factory, any person found acting as manager, or
if no such person is found, the occupisr himself, shall be deemed to be the
mapager of the factory for the purpose of this Act.

THE FACTORIES (PUNJAR AMDT.) ACT, 1940

After section 9 of the said Act, the followiag sections shall be deemed
to be inserted, namely : —

. “'9-A. Registration certificate for working factory.—(1) No factory
carrying on ‘one or more of the manufacturing processss mentioned in the
10schedule to this Act or for purposes incideotal thereto shall be worked
or permitted to be worked by a manager or an occupier unless a registra-
tion certificate has been granted in respect thereof ; and if the factory
has been exteaded after the grant of a registration certificate, unless such
certificate bas been endorsed in such manner and subject to such condi-
tions as may be prescribed for the grant of such a certificate or for 2n
endorsement thereon.

(2) A registration certificate granted under sub-scction (1) shall
remaia in force for .on¢ year from the date of the grant or endorsemeant
and shali be rencwablé automatically on payment of the prescribed fee.”

9. Sub- sec.(1-A) Ins.by the Factories (Amendment) Act, XV] of 1973, S. 6.
10. For Schzdule Sze, S. 5-A, on p. 720, antc.

=
"
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“9.8. Rules: (1) The Proviacial Govarnms i
publication, rape 1oyl T8 cromsat may, after previous

(a) as to the authority by which, the form in which and ths condi-
tions subject to which a registration certificate may be granted
Or an endorszmzat made under sub-section (1) of section 9-A ;

) prc;c:l;bing lhcgcc on payment of which a regis‘ration cestifcate
ma ¢ &ranted or repewed or an endorseme
/ e ot made d
fscrion 9-A ; uacer

existing machinery or appliances jp a factory sha'l not be regard-

:(li);s extension of a factory within the meaning of sectjon 5-A(8);

(d) specifyving the Perser or persons to wh i
delegated under section 5-A(1). whom authorlty. may b

(2) In making rules th. Provincial Government ma i i
8 rule : 2 escribe diff
rates of fc.cs for factories ¢ lassified according to tha guzzrbcrnof u:o:g?:
employed io them and the nature of goods produced by them.’*

THE FACTORIES (N.-W.F.P, AMDT.) ACT, 1946

After section 9 of the said Act the following i ]
(o b ineeecy nama e CHowing sections shall be deemad.

“8-4. Registration Certificate for working factory : (1) No factory
Carrying on On: or more of the manufacturicg processes meationed in the
fch;dulc to this Act or for purposes incidental thereto shall be worked or
g:rx;till#;d tg bz l;v:ork::d OY 2 manager or ag occupier upless a registration
::-n ;xl'-cnd a; rc-c:n grapt:d in respsct thereof ; and if the factory has
ﬁcz;t 3 C ed after the £rant of a registration certificate unless such certi-’
¢ has been endorsed in suzh manoer and subject to such conditions ag

Tay be prescribsd for the i s
lhcrcon.p d for the grant of such a certificats or for an endorsement’

- (2) A registration certificate granted under sub-sectian (1) shalt r:r:xairl
1a force ro; one year f'rom the date of the grant for endorsement and skall
¢ reaewable dutomatically on payment of the prescribed fee.

9-B.  Rules : (1) The Provincial Governme i
J-5. 2les : nent may, after previous
Publication jp the Official Gazette mak Tee i
: c , ¢ rules rel
‘1€ matters n entioned bzlow : ; #Hing to all granyof

(a) as to the avthority by whom, the form in which and’ the -condj-

tions subject to which, a registration certificate may be granted.
Or an endorsemzot made under sub-section (1) of section 9-A ;TN

(b) Prescribing the fee op Payment of wiich a registration certificate

1971:2 .bc Eranted or rencwed or an endorsement made under section
- M )

{c) Specifying the limit withi_n which any renewa of or addition to ex-
isting machinery or app!lapcc in a factory shal] Bot be regarded as -
extension of a factory within the meaniog of section 5-A(l) ; and & -

(@) specifying the person or i '
g persons to whom ayt
8ated under sectjon 5-A(l). authority may be dele-

2 . L.
ralcs(-grl'n makrmg rules the Provincial Government may prescribe different
emplo f:ccs ior factories classified according to the number of workers
\‘_)'cd 1o them and the nature of goods produced bv them ** )


http:seasor.al

[Ss. 10-1

~
St

124 Factories Act, 1934

CHAPTER II
THE INSFECTING STAFF

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

(2) The Provincial Government may, by notification as. gforcsaxd,
appoint any person to be a Chief Inspector, who shall, in af:ldl’.xon 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 1o be Inspector under sub-section
(1) or a Chief Inspzctor under sub-section (2) or, having been so'appoxqtcd.
shall continue to hoid office, who is or.becomes directly or indirectly inte-
rested in a factory orin any process or business carried on therein or in
apy patent or machinery connected therewith.

(4) Every District Magistrats shall be'an Inspector for bis district.

(5) The Provincial Governmert may also, by noti.ﬁ.cation as aforesaid.
appoint such public officers as it thiaks fit to be additinnal 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 exccise, and the Inspector to
whom the prescribed notices are to be sent.

(7) Every Chief Inspector and Inspcctorg shall be deemed to be a
public servant.within the meaoiog of the Pakistan P:;u.al Code (XLV_of
1860) and shall be oficially subordinate to such authority as the Provin-
cial Goveroment may specify ia this behalf,

11. Powers of Inspector : Subject to any rules made by the P;ow{incial
Government in this. behalf, an Inspsctor may, within the local limits for
which he is appointed,—-

{a} =onic, with such zszistzzic (if any), being persons in the service of
the Stats or of any municipal or other public authority, as he
thioks 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 plantan_d 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

() exercise such other powers as may be necessary for carrying out
the purposes of this Act 2

Provided that no one shal!l be required under this section to answer
any g 'estion or give any cvidence tending to criminate himself.

ot~

12. Cenifying surgeons: (1) The Provincia! Goverament may appoint
such registered medical practitioners as it thinks fit to be certifying surgeons
for the purposes of this Act within such jocal limits as it may assign to
them respectively.

(2) A certifying surgeon may autborise any registered medical prace
titioner to exercise any of his powers under this Act :

VAN
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.. Provided that 2 certificate of fitness for employment granted by suzh
sutborised practitioner shall ha valid fer a perizd af three rmonths only,

unless it is confirmed by the certifying surz~on himself after examination
of the person concerped. -

-. Explanation : In this section a “‘registered medical practitioner®’
means any person registered 12[xxx] under any Act of the Central Legislaturs
or any Provincial Legislature providing for the majntenance of a register of
medical practitioners, and includes, in any area where no such register is
maintained, any person declared by the Provincial Government by notifi.

ation in the official Gazette to be a renistered mzdical practitioner for
the purpose of this section.

Factories Act, 1934

BCHAPTER I
HEALTH AND SAFETY

13. Clcaaliness :
efMluvia arising from
cular,—

n Every factpry shall be kept clean and free from
any drain, privy or other nuisance, and ip parti-

(@) accumulation of dirt and refuse shall be removed daily by sweep-
ing or by any other effective method from the fioors and benches

of work-rooms and from stajr-cases and disposed of in a suitabje
manner ;

(b) the floor of every work-room shall be cleaned at Jeast once in
every week by washing, using disinfectant where Decessary o
by some other effective method ; d

(¢) where the flocr is jiable to become wet in
facturing process to such extent as is ca
effective means of rainage shall be provided and mainiained ;

(d) all inside walis and partitions, all ceilings, or tops of rooms
and walls, sides and tops or passages and stair-cases shal]— ’

7) where they are painted or varnish
least once in every five years ;

ii) where they arc naj ; N . .
'(_ surfaces ¥y arc painted or varnished and have smooth impervious

he cleaned -t Ieast coce in evar

‘ o < ery fourteen moanths
R _such’methods as may be prescribed ; by
(‘l!_l) in any othc.r case, kept white-washed or colour
g;° White-washing or colour-washing shali be cs
iz - ODCe IR every fourteen months ; and

(€) the dates on which the & i :
L processes required by clause (d) are i
- out shall be entered in the prescribed register. @ carried

'*iiii(nZ) If, in.vicw of the nature of ths opsrations carried on in a factory
sions :fg pobssxblc. fcr the occupier to comply with ajl or any of the provi-
: s'u section (1), the Provincial Government may, by an order
mﬁgiostChfra;t?ry ?::r class or description of factories from any of the
) Of that svb.section and specif alternative 5 i
sz a2elory in 2 clean state, peety methods for keeping
3504 .
bﬁ:la:l Disposal of wastes and eTluents : (1) Effective arr
i’e’in' ¢in every factory for the disposal of w
;.L.,,,lnufacmnng process carried on therejn,

S

the course of any mapu-
pable of being drained,

ed, by repainted or revarnished at

-washed and the
rried oui at least

-

aogements shaj|
astes and effluents due 1o

?.:xrgfcﬂainzwords omitted

‘ ‘;"—',. v‘" r.;l' ords by the Federal Laws (Revision and Declaration) Ordinancc.
Mgl e Y i
u.. w.cl’.r.l'”{é_?g?:s: by the Labour Laws (Am:ndm:nt) Ordinanze, IX of 1972, € o
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_ (2) The Provincial Government may make rules prescribing the
arrangements to be made under sub-section (1) or requiring that g,
arrangements medeic accordance with that sub-section shall be subjecte;
to the approval of such authority as may be prescribed. T

15.. Ventilation 20d temperature : (1) Effective and suitable prow;.

sions shall be made in every factory for securing and maintaining in evay
work-room— )

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

(b) such temperature as will secure to workers therein reasonabk
conditions of comfort and prevent injury to health, and in pani.
cular—

(i) the walls and roofs sh.:il be of such material and so dssigned
that such tempecrature shall not be exceeded but kept as low
as practicablz ; -

m=

(+/) where the nature of the work carried onin the factory involves,
or is likely to involve, the production of excessively high tem.
perature, such adequate measures as are practicable shall be

.taken to protect the workers therefrom by separating the procss
which produces such temperzture from the work-room by insula
. ting the hot parts or by other effective means.

(2) The Provincial Government may prescribe a standard of adequat
veatilation and -reasonable temperature for any factory or class or dss
cription of factories or parts thereof and direct thata thermometer shall
be provided and maiutained in such place and position as may b
specified.

(3) If it appears to the Provincial Government that in any factory o
cluss or description of factories excessively high t-mperature can b
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 tht
roof, or by insulating tts roof either by an air space and Jcuble roof or by
ths use ‘of insulating rocf materials, by other method, .it may prescribs
such of these or other methods to be adopted in the factory.

16. Dust and fume : (1) In every factory which, by reason of the manu.
facturing process carried on, there is given off any dust or fume or othe
impurity of such a pature and to such exteni as is likely to bs injuriou
or offensive to the workers employed therein, effective measures slall b:
taken to prevent its accumulation in any work-room and its inhalation
workers and if any exhaust appliance is necessary for this purpose, it shal
bz applied 2¢ pear 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 po stationary internal combustion cngine shafl
be operated unless the exhaust is conducted into open air and exhau!
pipes are insulated to prevent scalding and radiation heat, and noi®
tzrnal combustion engine shall be operated in any room unless effecti®
measures have becn taken to prevent such accumulation of fumes thert
from as are likely to be injurious to the workers employed in the work
room.

17, Artificial humidification ¢ - (1) - The Provincial Government ma)
all factosise in which humidity of the air ic artificially 1

eas ;'c.’;pi\.! Df @l saltooize g

....... d matea 1.
CieqdtU, dLaAl jued —

{@) prescribing standards of humidification ;-

b) regulating the methods used for artificially increasing the humk
dity of the air : )

.- (c) directing prescribed test for determining the humidity of the air
v to be correctly carried out and recorded ; and

-(d) prescribing methods to be adopted for securing adequate venti-
Iztion and cooling of the air in the work-rooms, i

1=~ (2) In any factory ip which the humidity of the air is artifizially ia-

creased, the water used for the purpose shall be taken from a public

supply, or other ource of drinking water, or shall be cﬁ'cct;vcly purified

before it is sc used. . o

: (3) If it appears to an Inspector that the water used in a factory for
increasing humidity which is required to be effectively purified under
sub-section (2) is not cffectively purified, ke may serve on the Manager
of the factory an order in writing specifying the measures which, in. his
opinion, should be adopted, and rcquiring them to be carried out before
a specified date, . . -

- () No

i
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=

]
!

-

7 18. Overcrowding : work-room in- any factory shazll be
overcrowding 1o an extent injurious to the health of the workers employed
thercin. . .

‘ (2) Without prejudice to the generality of the provisions of sub-section
(1) there shall be provided for every worker employed in a workroom—

(a) at least three hundred aad fifty cubic feet of space in the case
of a tactory in existence on the date of the commencement of -the
Labour Laws (Amendment) Ordinance, 1572 ; and

.. (b) at least ive hundred cubic fect of space-in the case of a factory
T built after the commencement of the Labour Laws (Amendment)
B Ordinance, 1972. :

Explanation : For ths purpose of this sub-section na account shall be
taken of a space which is more than fourtcen feet abovs the leve] of the
floor of the room. :

¢ {3) If the Chief Inspector by order in writing so requires, there shall
be postesi in each work-room of a factory a notice specifyivg the maximum
mumber of workers who may in compliance with the provisions of 1his sec-
tion be cmployed in the room. :

7-2:'(4) The Chief Inspector may, by order ia writing, exempt, subject to
‘“Ch. conditions- as hé may think fit to impose, any work-rcom from the
provisions of this'section if he is satisfied that compliance ibefewith in
Iespect of such room is not necessary f{or the purpose of health of the
%workers employed therein. .

-3 . . .

'-q 19. Lighting : (1) In every part of a factory where workers are work-
10g or passing, there shall be provided 2nd maintained—

Lot I

-=i: (@) sufficient and suitable lighting, natural or artificial or botk; and
-0

() emergency lighting of special points in work-room and passages
e, to function automatically in case of a failure of the ordinary
- clectric system,

i (2) In every factory all glazed windows and sky-lights used for the

'8Aling of {he work.room shail be kept clean on both the outer and innmer
Sutlaces and free from observation as far as possible under tie rules framed
uﬂdcl' sub.sectian (3) of Section 15.

~

g:’;c(3) In every factory eflective provisions shall, sc 1ar as 15 practicalic,
72 Dade for the prevention of — '
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\"/ Biaic cilncr airectly from any source of light or by reflection
a smooth or polished surface; and fr

(b) the .formatioq of shadows to such an exient as to
or risk of accident to any worker.

(4) The Provincial Government may preseribe ctanda

cause eye st

[*2 P24,

) 'rovi 2 rds of suffici,
anq suitable lighting for factories or for any class or description of gy
tories or for any manufacturing rrocess.

20. Drinking Wate;: (1) In every factory effective arrangemeyq
shall be made to provide aod maintain at suitable points convenien;

situated for all workers cemployed therein a sufficient supply of wholesog
drioking water. -

(2) All such points shall be legibly marked “Dr - ing Water” ip
language undc.r_s'xqod by the majority of the workers ; . Do such point sh;
be situated within twenty feet of any washing place, urinal or latrip

unless a shorter distance is approved in writing by the Chijef Inspector.

(3 In every factory wherein more than two hundred and fifty worke
2re ordmgn]y employed, provision shall be made for ceoling the drinkin
water during the hot weather by effective means and for distribution the
of and arrangeménts shall also be made for— : -

(a) the dzily fenewal of water if not laid on; and

() a‘sufﬁpicnt. number of cups or other drinking .Vcssc)s, vnless |
water is being delivered in an uvpward jet.

(4) The Provincial Goveroment may. in respect of all factories or a

class or description of factories; make rules for securing compliance wi
the provisions of 1his section.

"". Latrincs and arinals : (1) In every factory—

(a) sufficient latrines ~nd urinals of prescribed types shall te providt
convcmcr.:tly situated and accessible to workers at all times whi
they are -in the factory;

(0} caclesed latrines wad vripals shall be provided separaiely for ma
and female workers;

(¢} such latrines and uricals shall be adequately lighted and ventil:

ted aud no latrine and urinal shall, unless specially exempted i

- writing by the Chijef Isspector, communicate. with any worl

foom except through an intervening open space or ventilate
passage ; .

(@) all such latrines and urjnals shall be maintained in a clean an

sanitary condition at all times with suitable detergents o1 disio
fectants or with both;

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

(f) washing facilities shall be provided near every sanitary cor
venience.

" (2) The Provincial Governmen? may preseribe the number of latrint
2nd urinals to be provided in any factory in proportion to the number ©
malz and female workers ordinarily employed therein “"and such furtke
mattsrs in respect of sanitation in the factories as it may deem fit, ‘

22, Splfonz. (Y iaoowody factory there shall bs provided, at cui
venient places, a sufficient pumber of spittoons which shall be maintainet
in 2 clean and hygienic condition.

N

o

(2) The Provincial Government may make rules ~p’rcs.cribmg. t:?ntz;);
and the number of spitoons to be provided and their Ioca.;:laﬁng id
factory and such further matters as may be c'ic.cn:-cd necessary
their maintenance in a clean and hygienic condition. -
(3} No person shall spit within ths premises of a factory except in ito:
spitoons prov.ded for the purpose. A mnotice containing téus pr?;{::blc
and the penalty for its violation shall be prominently displayed at s

laces in the premises. o
P (4) Whosoever spits in coctravention of sub-section (3) sball be
punishable with a fine not excecding two rupees. . 1y Bach
: 2. Precautions against contagions or infectious disease 2 -
v.'orkzcr in a factory ‘shall be provided with a ‘Hygiene C:r?' bl: :&;l::g::
during the 13[months of Jznuary and J.ul)_/ every year cntncs& s ?f.ct TR
ded after examination by appointed Tactory doctor todt. Ec c rhat the
worker is not suffering from any contagious or mfcgnqusi Cn;svas:!.]m’m e
of such an examination shall be fixed by the l?rovmcna cove e

will be boroe by the occupier or manager of the factory.

er i ¢ i tagious or infec-

2) If a worker is found to be suffering from any contag -
tious( diseasc on an examiration under sub-section (1), he shall not be ap
pointed on work tiil he js declared free of such a disease. '

14[23 A. Corpulsory vaccination and inoculation : * Each workerdxn at
factory shall be vaccinated and inoculated agaipst such d'nscascs atl_n 'fh
such intervais as may be prescribed. The expenses, .1f any, o st...or
vaccipation and inoculation shall be borpe by the occupier “or manager ol
the factoryl. ’ v

24. Power 0 make rules for the prm:isjon of canteens : ¢)) 'gh;
Provincial Government may make rules requiring that in any sg;cx 'eiv
factory wherein more than two hundred and ﬁfg{ workers arﬁ or mano_lr
empioyed, an adequate cantezn shall be -provided for the wuse
the workers. . . . o
@ Witkout prejudics to the generality of the foregoing power, suc
rules may provids for— )

{a) the date by which such canteen shall be piovided;

(b) 1he standards ia respect of construction, accox?:mf:d:,'.:on, _furni-

ture and other equipment of the canteen; - '

" (¢) the foodstuffs to be.served therein and the charges which Fnay be

made therzfor; . o .
(d) representation of the workmen ip the management of the
bt iti if any, as may be specified,
i j uch conditions, if any, )
© f;?cag]c;?v%rst‘;brj::lict?;ics under clause (c) to be ecxercised also by
the Chief Inspector. .

15[24-A. Welfare Officers: In every faclory wl::crcm not less tg:ﬁ
\ve hundred workers are ordinarily employed. the occupier o:lpganta_gocnrss .l
mploy such number of welfare officers, having such dg_ual c;a ]ma' Lo
erform such duties and on such terms and conditions as Y

irescribed). . . e,

. srece oe1073 € 7,
3.: duds. oy the Factories (Amendmenty Act, ~'vi Siasio, o . 8.
4. S:c.s23-)5\ Ins. by the Factories (Ameadment) Act, XVIof 1973, Sec. 8

5. See. 24-A lns. by the Factorics (Amendmeat) Act, Xv10of1973,S. 9.
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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 prescribed.

(<) If it appears to the Inspector that any factory is not provides with
the means of escape prescribed under sub-section ({) he may serve on the
manager of the factory an order in writing specifying the measure which
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 immediately opsned
from inside while any person is within the room, and all such doors,
unless they are of the sliding type, shall be constructed 10 open outwards
cr where the door is between two rooms, in the direction of the nearest
exit froro 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. -

“) In_ every factory every window, door or other exit afferding means
of escape in case of fire, other than means of exit in ordinary use, shall be
distinctively marked in a:-language understood by the majority of the wor-

kers and in red letiers of adequate size or by. sorne other effective and
clearly understood sign.

(5) Inevery factory there shall be provided effective and clearly

audible means of giving warsing in case of fire 10 every person employed
therein.

{6) A frce passage-way giving access to each means of escape in case

of {ire shall bs maintained Tor the use of all workers in every room of the
factory.

(7) In =zvery factory wherein more than ten workers are ordinarily:
employed in any place above the ground floor, or explosive or highly
inflammable materials are used or stored, effective measures shall be taken
to 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 Provincial Goveroment may make reles prescribing in respect
of any factory, or class or description of -Tactories, the means of escape
to be provided in case of fire and the naturé and amoust of fire-fighting
apparatus to be provided and maintdined.

26. Fencing of machinery: (1) In yery factory the following shall
be securely fenced by the safeguards of su%al construction which shall
be kept in position while the parts of machine . Tequired to be fenced are
in motion or in ust, pamely— -

(a) every moving part of a prime mover, and every fly-wheel con-
nected to a prime mover ;

(b) the headrace and tailrace of every water wheel angd water iurbine ;
(c) any part of a stock-bar which projects . beyond head stock of a
lathe ; and

{7} unizes they arc in such nositicnor of ¢
as safz 12 every poisoa employed in tic
il they weie securely fenced—

2ck construciion as iv be
4

daclory as they would be

(i) every part of an electric geaerator, a motor or rotary convertor ;
(i) every part of transmission macbinery ; and

(Ss 27-28) Factories Act, 1934 13t

(iii) every dangerous part of apy machinery @ )
i’rovidcd that, in the case of daagsrous parts of machinery that cannot

" be securely fenced by reason of - the nature of operatic 1, such fencing
: ;x;ay be substituted by other adequate measures, such as—

* (") devices automatically preventing the operation from coming 1nto
contact with the dangerous parts ; and

(if) automatic stopping devices :

Provided further that, for thz purpassof d:stermining \i{hetgirt:%}é
part of machinery i3 in such position or isof suc}}“co.r'lstru?.uconnit o, b
safe as aforesaid, account shall riot be tak:n of any Ou\—}';.l.}l-OD.tW.: - mozio:r’l
necessary to make an cxaminan'on of th: machinzsry while !n; o shining
or, 2s a result of such examination, to carry out any.lmottxlnu cachincry ping
of belts lubrication or other adjusting opsration while the n;r higery Is 1n
motion, suck examination or opsration is made or carr
accordance with the provisions of Section 27.

(2) Without prejudice to any other provisions of this /f.ct r:]?:';g%:
to the fencing of machinery. every set screw, bolt and key 02 a.ﬂ.t/ r:h?d o2
shaft, spindle wheel or pinion and ?Bll 1_fpur,h worT aggo%t]dcrotitrwvise or
friction gearing in motion with which such worke ;
liable tog coms: into countract, shall be securely fenced to preveat sucn
ontact.

(3) The Provincial Government may cxempt, subject to sx;(ch COI;C;I‘
jons as may be imposed, for securing tbc safety of th; workers, y
particular machinery or part from the provisions of this section.

(4) The Provinzizl Government may, by .rules, prc:c,crib: such ftt:é:!l;;:;
precautions as it may consider necessary in respeci of ény par
.machinery or part therecf. .

17" 27, Work on or near machinery in motion : (1) Wpsrc Trcra;zg
‘factory it becomes necessary to cxamin¢ any %grt of Zsa:brl:s‘:‘l); g} rres

" . : : gk b or -
to in Section 26 while the machinery s in motion, ¢ t of
‘examination to carry out any mounting or shipping of belts, lubnl;;atel?:moil:
“other adjusting op=ration while the machinery is in motion, bsuc c:;i'.']ly
snation or opsration shall ve made or ca}rrlcd out ouly by a Slxjne ‘ilas
Arained adult male worker wcaring.tight_ﬁtlm_g clothing \:jhos,;_{xcahc has
‘been recorded in the register prescribed in this behalf an ”“ lunless 2o
wengaged, such worker shall not handle belt at @ moving pulley ualess the
ibelt is less than six inches io width acd unless the belt joint 1s ejther lace
-or flush with the belt.

?' (2) No woman or child shall be allowed in any factory tot.glnsag;
Tubricate or adjust any part of machinery while that part’_xs in mto cl;f ;my
“to work bstwesn moving parts or between fixed and moving parts
imachinery which is in motion.

il (3)° The Provincial Government may, by notification in t.hct.oﬁ'm:f}
:Gazette, prohibit in any specified factory or class or d:scfrxp locniﬁcd
*fdctories the cleaning, lubricating or adjusting by 4ny person, of spe
g?ﬁﬂs of inackinery when tiose parts arein motion.

A AR . . oo

29¢7¢ 28, Employment of young persons on dangerous machines : (1) t_IIIlo
2{child or adoléscent] shall work at any machine unless he has been fully

16, Sutie fno i o ceciantt b iha Eactarics (Aricadment) Act, XV el 1973, S, 10,
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instructed as to the dangers arising in Connection with the machine and
the precautions to be observed and—

(@) has received sufficient training in work at tbe machine, or

(&) iz under adcyuate supervision by the psrson who has thorough
knowledge and experience of the machipe.

(?) This section shall apply to such machines as may be notified by

the Provincial Government to be of such 2 dangsrous character that

Y7children or adolescents] ‘ought not to work at them unless the foregoing
requirements are complied with.

29. Striking gear 2nd devices for catting off power: (1) In every
factory—

(a) suitable striking gear or oiher sufficient mechanical appliances
shall be provided and maintained and ysed to move driving
belts to acd from fast and ‘oose. pulleys which form part of the
transmission machinery, and such gcar or appliances shall be so
censtructed, placed and maiatained as to Drevent the¢ belt from
creeping back on the fast pulleys ; N T

() driviog belts when not o use shall not be allowed to rest or
ride upon shafting in motion HEE

(2) Ino-every factory suitable devices for cutting off power in emer-
gencies from running machinery shall be provided and maintained in
every work-room. .

(3) Tn respect of factories in opcration before the commencement of
this Ordinance !8the provisions of the sub-section (2) shall apply only
to work-rooms in which electricity is used for power.

30. Self acting machines : No traversing part of self-acting machj,
in any factory and no material carried thereon shall, if the space ov

which it runs is a Space over which any person is liabie to pass wheth

Provided that the Chief Inspector may permit the continued use of
machige installed before the commencement of the Labour Laws (Amenc¢
ment) Ordinance, 1972, whish does not comply with the requirements ¢
this section on such conditions for eosuring safety as he may think §
to impose. .

31. Casing of new machinery : (1) [p a]) machinery driven by powe
and iostalled in any factory after the commencement of the Labour Law
(Amendment) Ordinance, 1972—

(a) every set screw, belt or key on any revolving shaft, spindle, whee
or pinion shall be so sunk, encased or otherwise effectively
guarded as to prevent danger ; and

(0) all spur, worm and other toothed or friction gearing which does
not require frequent adjustment while in motion shall be com-
pletely encaszd unless it is 80 situated as to be as safe as it would
be if 1t were completely encased,

————— .

'17. Subs, for *young persons® by the Factories (Amendment) Act, XVI of 1973, 8, 10,
18. subs by the Labour Laws (Amendment) Ordinance, IX of 1972, which come into
Torce on April 13, 1972,

ey
T~
-
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(3) Wloever sells or lets on hire or. as agent of a seller or hirer,
causes Or procures to be sojd or let on hire, for use ina factory any

machinery driven by pPower which does not comply with the Provisions of

sub-seciion (1), shajl be punishab’e wiih imprisonmcnt. for a term which

may extend to three months, or with fine which may extend to fve
bundred rupees, or with both.

5. (3) The Provinci:_d Government may make rules sﬁccifying further
urcguards to bq provided in respect .of any other dangerous part of any
particular machine or glass or descrintion of machines. ]

32, Prohibition of employment of women and children near cotton

jpeaers @ No Woman or child shal] be employed in any part of a factory
or pressing cotton in which a cotton opener is at work :

= Providsd that jr the feed end of 4 cotton opener isip a room
eparated from the delivery epd by a partition cxtending to the roof or to
uch hcxghdl als]_tlgc Inspeclobr 4y 10 any particular cage specify in Vriting
romen and children may be em loyed on the side of th iti .
be feed end s Situated, P © Partiticn where
. .33. Cranes and other lifting machinery : (1) The following pro.
isions sha“a_pply 10 respect of cranes apd aj] other lifting machinery
f.bFr than hoists and Jifts in any factory— ’

(@) every part thereof, including the working gear, whether fixed o

i movable, ropes and chains and aonchoring and fixj i
o shall be— i °8 2ppliances

(/) of good construciion, sound material and adequate Strength ;
) Properly maintained ;

(D thoroughly examined by a competent person at Jeast once-in
every period of 1welve months, and 3 register shaj| be kept

containing the Prescribed Particulars of cvery such exar;.
nation ;

©®) no such machihcry shall be loaded beyond the saf,
: - load which shalj be plzinly marked thereon ; :

(¢) while aoy person is employed or working on or ncar the whea
tract of a travelling crane ip any place where he would be ljab]e

»: lobestruck by the t-ane, effective measures shall bz taken o

= ensure that thc.cranc Gozs not approach withip twenty feet of that
Place or come into accicental contract with live electrical lines ;

¢ working

) limit switches shal] pe provided to prevent over-running ; and

e) jib Cranes, permitting the rising or lowering of tne Jib shal} pe
Provided with ap automatic safe load indicator or have attached

to llgcm atable indicating the safe working load at cerrespnonding
inclinations of the jib.

) Th; Provincia] Government may make rules in respect of any
@achinery or class or description of lifting machinery in factorics —

) Presc.ibing fzquirements to be complied with ip addition to those
St out in this sectjon ; er :
' €Xempling from compliance with all or any of the requirements

Of this section, where in its opinion such compliance is unpeces.
sary or Impracticable,



19(33-A. Hoists and lifts :
(a) every hoist and lift shall be—

(1) Ineverv factorv—

() of good mechapical construction, cound matarial and adequate

1y v el slilal
strength ;

(if) properly maintained, and shall bs thoroughly examined by a
competent person authorised by the Chief Inspector in this
bebaif at least once in every period of six months, and a
register shall be kept containing the prescribed particulars
of every such examination of which a copy shall be forwarded
to the Chief Inspector ;

(k) 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 constructed as to prevent any person or thiog
from being trapped between any part of the hoist or lift and any
fixad structure or moving part ; L

(c) the maximum safe working load shall be plainly marked on every
hoist 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 shali be
fitted with a gate on each side from which access is afforded toa
landing ;

(e) every gate referred to'in clause (6) or clause (d) shall be fitted
with interlocking or other sufficient device to secure that the gais
canoot be opened except when the cage is at the landing and that
the cage cannot bs moved unless the gate is clos=d.

(2) The foliowing additional requirements shall apply to hoists and
lifts used for carrying persons and irstalled or reconstructed in a factory
after the commencemert of the Labour Laws (Amendment) Ordinancs,

1972, namely :—

(¢) Where the cage is supported by rops or chain there shall be at
least two ropes or chains sepa‘awsly connected with the cage and
balance weight, and cach rope or chain with its attachments shall
be capable of carrying the whole weight of the cage together with
its minimua load ;

(b) efficient devices shall bs provided and maintained capable of sup-
porting the cage together with its maximum load in the event of
breakage of the ropes, chains or attachments ;

(¢) an cfficient automatic device shall be provided and maintained to
prevent the cage from over-running.

(3) The Chief Inspsctor may permit the continued use of a heist of
lift instalied in a factory before the commencement of this Ordinance
which does not fully comply with the provisions of sub-section (1) upon
such conditions fcr ensuring safety as he may think fit to impose.

(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 enfo*
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.

10 Qe U Vs ke tha Tantaciac (Amendnient) Ant. V of 1047

135

3.B. cl)}cvqh':jn.g m_achinc.ry :(!) Inevery roomina factory in which
the procgss grinding is carried on there shall be preimanently affixed to
or placed near, each machine in use 3 notice indicating the' maxizmum safe

werkine naripheral e ind stons i
werking peripheral speed of evary gring stone or abrasive wheel, the speed

.. {2) The speeds jnd; : V N .
cxcccdgd. peeds indicated In the Botice under sub-sec. (1) shall not be

& (3) Effective measures shal] be taken ; e t
c X 11 every factory to en
the safe working peripher.] speed of every revolving vessyc), cagiubr:stl?eatt

fly-wheel, H e : A
c;cccdcd. pulley, disc er similar appliance driven .by power is not

macl13i3r;g'. ‘Prgs:sure Plant : (l).If in any factory any part of the plant or
achine Yy used in a manufa_ctunng process is operaled ai a pressure above
atmespheric pressure, effective measure shall be taken to ensure that safe

_working pressure of such part is not exceeded,

L2t 9y o .

nati(l-l’a '(Ti'hc Provincial Government may make rules providing for exami

secti?)n (;1) testing of any plant or machinery such as js referred to in su;)
and prescribing such other safet  measures in relatjon thcretc;

Zsmay. n its plnl D, b
1 [o] o] c n‘.Ccssary Y g
y ) 10 an faClOA} or C]aSS or dcscxlp“on

=% 33-D. Flaors, stairs and means of aceess : Ip every factory— -

.oLr
o (a i ;

(a) r?:lét?ooors’ stairs, Passages and gangways shall be of sound const-
. 0 and properly maintained and where it js necessary to en-

sure safety, steps, ladd ay i
sure substantiaﬁ bandr:;lss’ Passages and gangways shall be provided

3

"o,

> Ib) there sh i i

Do manained s g of Somaly Pl be o ovded aia
I 1 ] o ev i

i.},::.(_ SO 1s at any time required to work ; °1Y place at which any per.
(e} all places of work fro i

gule) a YOrk from which a worker may be liab

_j_g.: n ?:stqnce cxceeding thres feet and six inches shall be prm;(;r?dfal'l a
3 I ncing or other sujtable safeguards ; and wito
i (d) adequate provision i

e t shall be made for the drainage of flo in w
fin . Processes and for the use of slatted stands and plati’ormso.rs et

17 000

;'p,g'f3 R . R . '

id“'i:s:;sc}i::. suI;;ts_. rs'um‘ps,. opening in floors, efe, : Ip every factory, every fix-

cavon P, tank pit Or opening in the ground or in a floor which by
L » CODSL. uclion or cobtects, is or ma b

anger, shall be either securely covered or secur'cly f:nccdy °a son{

. Provincial Gav i i !

abject 1C] averoment may, by order in writin exempt
fleJion é?_ ?::tb conditions as may be imposed, any factory or clasgs or dc.l:c::
°'lnplianc :oncs 10 respect of any vessel sump, tank pit or opening frem
v .o0C€ With the provisions of this section. ‘

< 33-F, Excessive wei hts -
lory 1o Iift. anrr, c!8hts 2 (1) No person shall be employed in any
'm'injﬁry_ it, carry gr rpmc any load so heavy as to be likely to cause

fav-

SAEn, g i 1
Vs dolescents and chlh.iren employed in factories or in carrying on
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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 employed on, or in the immediate vicinity of, a process
which icvolves — .

(2) risk of injury to the eyes from particles ur fragm:nts thrown off

in the course cf the process, or
(b} risk to the eyes by reason of exposure to excessive light or hsat,

33.H. Powcrsto require specifications of defective parts or tests of
stability ; If.it appears to the Inspector th~t 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 specifisd date—

(o) to furnish such drawings’,~ specifications and other .particulars
as may be necessary to determine 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., _ e ' .

-33-1. - Safety of building, machinery and manufactaring process: (1)

If it appears to tbe Iaspector that any building or part of a build-
ing or any part of the ways, machinery or piant or manufacturing
process in a fzctory is in such a condition that it is dangerous to human
health or safety, he may serve on the Manager of the factory an
order in writing specifying the measures which, in his ‘opinion, sbould 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 ex-
posure of workers to serious hazards, he may serve on the Manager of
the factory an ordsr in writing, containing a statement of thz grouads
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 purpose of removiog
ths danger. )

(3) 1If it apprars to the Icspector that the use of any building on pan,
of a building or of any part of the ways, machinery or plant or manufac.
turing process in a factory involves imminent dapger to human health or.
safety he may scrve on the Manager of factory zn order in writing prohi,
biting, until the danger isremoved, the employment, in or about (b
factory or part thereof, of any person whose employment is notin 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 the factory of a person whose emple
ment io or about the factory or part thersof is prohibited under thatsu
scction.

33-J. Powers to make rules to supplement this Chapter: The Pri
vincial Government may make rules requiring that—

(1) In any factory orin any class or description of factorics, su¢
further devices and measures for securing the safety of the persons emf
loyed therein as it may deem necessary shall be adapted ; and ‘

-

- on a manufacturing process’ carried on with the aid ef
power shall not bsgun in any building or part of a building erected or
}zkcnaéglgigunscdaga factory until a certificate of stability in the prescribed
orm €C DY a person possessing the prescrited qualifications hes
been sent to the Chief Inspector. 8 P . 1

33-K. Precaufions against dangcrous fumes : (1) In any factory mo
person shzll enter or be permitied to enter any chamber, tank. vat, pit,
pipe, flue or other confined space in which dangerous fumes are likely to be
present to such an extent as to involve risk of persons being overcome
tncrctgy. unless it is provi.>zd with a manhole of adequate size or other
effective means of egress.

(2) No portable elzctric light of voltage cxceeding-twenty-four volts
shall be permitted in any factory for usie inside any confined space such
as is referrcd_ 1o in sub-section (1) aod, where the fumes present are
likely to be inflamm:ble, 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 psrmitted 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 be
presenot 2nd to prevent ingress of fumes and unless either—

(@) acertificate in writing has been given by a competent person,
based on a test carried out by himself, thatthe space is free
from dapgerous 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 frec 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 enteszd, and ail
such apparatus shall be reriodically examined apd certified by a com-
petent person te 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) Nc 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 safc for
persons to enter:

- (6) The Provincial Government may make rules prescribi..g the maxi-
mum dltpcnsior_rs_ of the manholes referred to in sub-section (1) and may;
by orgicr in writing, exempt, subject to such conditions as it may "think
fit to imposs, 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, efc. : (1) Where in anv

.factory any manufacturing process produces dust, gas, fumes or vapour of

3uch character and to such extent as to be likely to explode an ignition, all
Practicable measures shall be taier to prevent aay such explosion by—  °
(@) cffective enclosure of the plant or machinery used in the process ;

(b) removal or prevention of the accumulation of such dust, gas,
furme or vapour ;

(e) exclusion or effsctive enclosure of all possible sources of igaition.
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. (2) Where in any factory the plant or machinery used in a process such
as 1s referred to in sub-section (1) is not so constructed as to withstand the
probable pressure which such an explosion as aforesaid would produce,
2il practicable measures shal] be taken to restrict the spread ard effects
of the explosion by the provision in’ the plant or machinery of chokes,
baffles, vents or other efiective appliances. ’

(3) Where any part of the Plant or machinery in a factory contains any
cxplosive or inflammable gas or vapour under pressure greater than atmos-
pheric pressure, that part shall not be opened except in accordance with
tic following provisions, namely ;— :

(@) before the fastening of any joint of any pipe connected with the
part of the fastening of the cover of apy opening into ths pan
is looscned, any flow of the gas or vapour into the part or any
such pipe shall be effectively stopped by a stop-valve or other
means ; : -

(b) before any such fastening as aforesaid is removed all practicable
measures shall be taken to reduce the pressure of the gas or
vapour in the part or pipe to atmospheric pressure ;

(c) where any such fastening as aforesaid bas been lcosened or
removed, cffective measures shall be 12ken to prevent any explo-
sive or inflammable gas or vapour from entering the part or pipe
until the fastcping has been secured, or, as the case may be, secu-
rely replaced : :

Provided that the provisions of.the sub-sectjon shaljl not apply in ths
case of plant or machinery installed in (he open air.

(4) Nc plant. tank or vessel which contains or has ce:utained -any
explosive or inflammable substance shal] be subjscted.in any factory to any
welding, brazing, soldering or cutting operation whizh involves the appli-
cation of heat or to any drilling or other operatioa: which is fikely to
create beat or sparks, unless adequate measures have first been taken to
remove such substznce and any fumes arising therefrom cr 1o render
such substance and fumes- ‘noa-ioflammable, and no such substance shall
be allowed to enter such plant. tank or vessel after any such operation
until the metal has cooled sufficiently to prevent any risk of igoiting the
substance. . .

(5) The Provincial Government may by rulcs'cxcmpt, subject to such
conditions as may be prescribed, any factory or class or description of
factories from compliabce with all or ‘any of the provisions of this sectioc.

© 33-M, Power to exclude children : (1) The Provincial Government
may make rules prohibiting the admission to any specified class of facto-
ries. or to specified parts thercof, of chiidren who caonot be lawfully
employed therein. :

(2) If it appears to the Inspector that the presence in any factory or
pait of afactory of childien who cannot be lawfully employed therein
may be dangerous to them or injuries to their health, be may serve on the
manager of the factory an order in writing directing him to prevent the
admission of such children to the faciory or any part of it. ‘

33-N.  Notice of certain accidents : Where in acy factory an accident
occurs which causes death, or which causes apy bodily injury whereby apy
person injured is prevented from resuming his work in the factory during
the 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

S
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‘send notice thereof ta such authoritjes, ::::gl'in such form acd withia such
time, as may be prescribed. . M - . .

" 33-P. Appesls: (1)’ The Manager of ‘a” fictory on whom an order
in writing by an Inspector has been served uader the provisions of this
Chapter, or the occupier of the factory, may, within thirty days of service
of the order, appeal against it to the Provincial Governmsant,” or to such
authority aod the Provincial - Government, or appointed authority
may. subject to rules made in this bzhalf by the Proviacial Government,
confirm, modify or reverse the order. -

(2) The Appecllate Authority may, and if so required in the pstition
or appeal shall, hear the appeal with the aid of assessors, one of whom
shall be appointed by the appellate authority and the other by such body
represeuting the iodusiry concerned as the Provincial Government may
prescribe in this behalf :

Provided that if no assessor is appointed by such body, or if the assessor
so appointed fails to attend at the time and place fixed for hearing the
appeal, the appellate authority may, unless satisfied that the failure to
attend is due'to sufficient cause, proceed to hear the ‘appeal without the
aid of such assessor, or if it thinks fit, without the aid of -any assessor.

(3) Exceptin:the cass of an appeal against an crder under sub-sec-
* tion (3) of Section 33-1 or sub-section: (2) of Section 33-M the Appellate
* Authority may suspend the order appealed against psnding the decision
=-of the appeal, subject' however to such conditions asto partial compliance
= of the adoption of temporary measares as it ‘'may choose to impose in
“.any case.

33-Q. Additional power to make healih and safety rules relating to
shelters during rest: (1) The Provincial Government may makes rules
> requiring that in any specified factory wherein more thag one bundred
~and fifty workers are ordinarily employed, an adcquate shelter shall be
‘provided for the use of workers during periods of rest, and such rules may
‘prescribe the standards of such shelters,

(2) Rooms for children: The Provincial Government may also
make rules— ' '

ﬂ‘ (a) requiriog that in any specified factory, wherein more than fifty

ko, women workers are ordinarily employed, a suitable room _shall be
i3 reserved for the use of children under the age of six years
Tic belonging to such women, and . . ’

ad

’ (b) prescribing the standards for such rooms and the pature of the
;" . supervision to be exercised over the children therein.

g (3) Certificate of stability : Ths Provincial Government may -alsé'
make rules, for any class of factories 2nd for the whole or any part of the
Province, requiring that work on a manufacturing process carried on with
ke aid of Power shall cot be begun in any building or part of a building
“ected or taken into use as & factory after-the commencement of this Act,
antil a certificate of stability in the prescribed form, signed by a person
Ej’_‘-‘§-’§ssing the prescribed qualifications, has been seat to the Inspector.

< :(4) Hazardous operations: Where the Provincial Governmerit is
Rtisfied rhat operation in a factory exposes any persons e:mployed upon it
9.3 serious risk of bodily injury, poisoning or disease, it may make rules
!‘Ppll%ablc to any factory or class of factorics in which the operation is
irried on— '

T,

HWH

‘ (@) specifying the operation znd declaring it to be hazardous.
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(b) prohibiting cr restricting the employment of women, adolescent or
children upon the operation,

(¢ providing for the medical examination of persons employed or
secking o be emfployed upon the operation and prohibiting the
croployment of persons not certified as fit for such employment,
and

(d) providing for the protection of all persons employed upon the
operation or in the vicinity of the places where it is carried on.

*°[(5) The Provincial Government may also make rules requiring the
occupiers or managers of factories to waintain stores of First Aid
appliances and provide for their proper custody and use].

CHAPTER IV
RESTRICTIONS ON WORKING HOURS OF ADULTS

34. Weekly bours ; No adult worker shall be allowed or required
to work in a factory for more than forty-eigat hours ia any week,
or where the factory is a scasonal one, for more thaa fifty hours in
any wezk ; .

Provided that an adult worker in a factory engaged in work which for
technical reasons must be continuous throughout the day may work for
fifty-six hours in any week. )

35. Weekly holiday : (1) No adult worker shall be aljowed or
reguisod to work in a factory on a Friday unless— - )

(a) be had or will have 2 holiday for a whole da.y on onc of the three
days immediately before or after that Friday_ and

(b) the manager of the factory has, before that Friday or the sub-
stituted day, whichever is ear]ier—

(i) delivered a notice to the office of the Inspector of his
intention to require the worker to work on the Friday and
of the day which is to be substituted, and

(iij displayed a notice to the effect in the factory ;

Provided that no substitution shall be made which wil_l result in .any
worker working for more than ten days consecutively without a holiday
for a whole day.

(2) Notice given under sub-section (1) may bs caccelled by a notice
" delivered 1o the office of the Inspector and a notice displayed in the
factory mpot later than the day before the Friday or the holiday :0 be
cancelled, whichever is earlijer., ’ .

K (3) Where, in accordance with the provisions of sub.scction {1) any
worker works on a Friday and has had a boliday on one of the three days
immediately before it, the Friday shall, for the purpose of calculating the
wecl.ly hours of work, ve inciuded in the preceding week.

35-A. Ccmpensatory holidays ; (1) Where as a result of the passiog
of an order or the making of a rule under the provisions of this Act
exempting a factory or the worker therein from the provisions of Section 3s.
a worker is deprived of any-of the weekly holidays for which provision is
made by sub-section (1) of that section, he shall be allowed, 2s soon as

20, Sub-sec. (5) added by the Fzciories (Amendment) Act, XVI of 1973, Szc. 11.

2 .
N
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circumstances penait, compensatory bolidays of equal number to the
holidays so iust. .. .

(2) The _Proviuciai. Government may make rules prescribing the
manner in which the holidays for which Provision is made in sub-ection M)
shal] be allowed.

3§. Daily hours ; No adult worker shall be allowed or rzquired to
work iD a {actory for more than nine hours in any day : )

Provided that a maje adult worker in a seasonal factory may work for
ten hours any day.

37. Intervals for rest :  The periods of work of adult workers in a
factory during each day shall be fixed either,—

(a) so that no period shall cxceed six hours and so that no worker

shall work for more than six hours before he bad an jinterval for
rest of at least one hour ; or ‘ :

(&) so that no period shall exceed five hours, and so that no worker
shall work for more than five hours bzfore ke has had an interval-
f:or rcstlof at Jeast half an hour, before he has at least two such-
ibtervals, -

38. Spread over: The Periods of work of an adult worker ina
Ea:to_.ry shall be so arranged that along with his intervals for rest under
Sec. 37, they shall not spread over more than ten 2od-a-half hours, or
where the facto_ry is a seasonal one, cleven and-a-kzii hours in any day,
$ave with permission of the Provincial Government and subject to such
conditions as it may impose, either geaerajly or in the case of any

’ 39. Notice of periods for work for adults anu pceparation thereof : (¢))
There should be dispiayed and correctly maintained in every factory in
accordance with the provisions of sub-section (2) of Sec. 76 a Notice of
Periods for Work for Adults showing clearly the periods which adult
workers may be required to work, -

(2) The periods shown in ths potice required by sub.section (1) shall

be fixed before hand in accordance with the following provisicns of this

section and shall be such that workers working for these periods would

nat be working in contravention of any of the provisions of Sections 34,

25, 36, 37 and 38. P '

.. (3) Where all the adult workers in a factory are required to work
thin the same

Wi periods, the manager of the factory shall fix those periods,
:r such workers geperally.

= (4) Wkere all the adult workers in a factory are not required to work
:ﬂthm the S2me periods, the manager of the Factory shall classify them into
foups according to the nature of their work,

;.r (5) For cach group which is not required to work on a system of
HNls, the reapager of the factory shall fix the periods withia which the
JoLP may be required to work. :

%7.(6) Where any group is required to work on a system of shifts and 1ha
elays ‘are not to be subject to pre-determined periodical changes of ‘shifts,
3¢ Manager of factory shall fix the period within which each relay of the
ZEHE may be required to work, -

*“: (7) " Where any group is to wurk on a system of shifts and the relavs
: be subject to pre-determined periodicai changes of shifts, the manager of
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the factory chall draw vp a scheme’ 6f ‘shifts wherennder the periods
within which any retay of (he gicup may be required to work and ths
relay which will be -working at any time of the day shall be known for
any day. :

(8) Incicwinrial Government may make rules prescribing forms
for the Notice of Periods for Work for AQUILS and ilc wauuct 10 waICh
it shal! be maintained. '

40. Copy of Notice of Periods of Work 1o be sent to Inspentor: (1)
A copy of the Notice referred to ia sub-section (1) of Section 39 shall be
sent in duplicate to the Inspector within fourteen days after the com-
mencement of this Act, before the day on which it bsgins work.

. (2) Any proposed change in the system of work in a factory which
will necessitate a change in the Notice shall be notified to the Inspector in
cduplicate before the change is made, and except with the previous sancticn
of the Inspector, no such change shall be made until one -week has
clapsed since the Jast change. -

. 41. Register of Adult Workers"; (1) The manager of every fartory
sball maintain a Register of Adult Workers, showing—

(a) the name 2![and age] of each adult worker in the factory,
()] the nature of his work, - E
(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 :

Providsd that, if the Inspector is ' of opinion that any "muster roll ar
Tegister maintained as part of routine .of factgry givss, ia respect of any
orall of the workers in the factory, the particulars required undzr this
scction he may, by order 10 writing, direct that such muster roll or rzgister
shall, to the corresponding extent, be maintained in place of and be treated
as the Register of Adult Worlers in that factory :

. Provided further that, where the Provincial Government i; satisfed
that the conditions of work in any factory or class of factories are such
that there is ne appreciable risk of contravention of the provisions of this
Chapter in the case of that faciory or factories of that class, as the case
may be, the Provincial Government may, by written order, exempt, on
such conditious as it may imnose, 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 prcscribfng the form
of the Register of Adult Workers, the manner in  which it shall be main-
tained and the period for which it shall be preserved,

42 Hours of work to correspond with Notice under Sec. 39 and
Register under Sec. 41: No adult worker shall be allowed or required to
work otherwise than in accordance with the Notice of Pericds for Work
for Adults displayed under sub-section (1) of Sec. 39 and the entries made
beforehand against his name in the Register of Adult Workers maintained
under Sec. 41 )

43. Powers to make roles exempting from restrictions : (1) The
Provinzial Government may make rules defining the persons who hold

/’8 I 1w the Tactariec fAmendment) Act. XVI of 1973, Sez. 12,

c

= [5- 44}

Factories Act, 1934 143

positions of supervision or are employed ina con . e .
_clause (h) of sub-section (1) of Sec. 45 and of the provisions to that
sub-section, shall not apply to any person defined. . .

(2) The Provincial Govern orkers

) medt may make rules forad e

( A ult work
providing for the EXemption. to such extent and suhieet tm conr o u"‘.ocrs
> --ay LE prescribed in such rules,— i T Tymaens

(ﬂ) of workers engaged on ure . ) ..
Secs. 34, 35, 36, 37 and 38 o~ | cPairs from the provisions of

(b) of workers engaged in work in the n om-
o di ature of preparatory or -
plemsntary work which must necessarily be carrigd on gutsidgor?e

limits laid down for the general worki
Provisions of Secs. 34, 36, 37 and %;3 ;ng of th_c factory~from the

(¢) of workers engaged in work which s g i i
S A v ecessarily so i
thag fh-c Intervals during which they do not wgrk w};;}:cging:?t
ordinarily amount to more than the intervals for rest 3
under Sec. 37—from the provisions of Secs, 34, 36, 37 and 38;

(d) of workers engaged in any work which for technical reasons muyst

be carried on continuously throu h
visions_of Sections 24, 35, 36, 37 agndogg. the day—from the pro-

(~) OI WOrkClS C"gagcd ll;l maklng or sup,.'!}mg a]tlc,es C)] pr]mc
. . - h
ncccssl[y Whlch must bc madc ors ] cve y y—
r upp lcd T da ftom the

(/) of workers engaged in a manufacturicg process which cannot he

carried on except duripe fixed
. e - isi
Section o g seasons—from the Provisions of

(g) of workers engaged in a manufacturing process which cannot be
carried on except at times dependent on the irregular action

of natural] fo — isi.. i
tion 37 2ag rces—from the pProvisi.-ns of S:ction 35 and Sec.

(4) of workers engaged in engi i .
or g gine-rooms o - .
. Provisions of Section 35, ’ F boiler-houses Tom the
(3) Rules made upder i idi
sub-section (2) providing for any exe i
I N 3 m
spgogv:;igdfo:gr:v);fc%ns;qu;nual exemption from the prg'visionspti:?fn g:::y
d Ich the Provincial Government may dee )
at, s.becct-.to-.such:.couditions as it may impose. Y deem to be expe.

1) Rules made i ion
¢ undert ini
20 three yeass, r hvns section shall remain in force for not more

: 4-z).vinPgn;t:rs to make orders exempting from rastrictions : (1) Where
" carric;x;xoGg:crtnmcﬁ: Is satisfied that, owing to the nature of'Athc
2! n O otber circumstances, it j i
the periodn oF oo ! R i¥ unreasonable to require
o ta of avy’ adult workers ; bt
20ries should be fixed befor i i, by wiitten orer lass of
T b orchand’; it may, by written order, r
: c);ct?:ﬁ g;odvxs.xons o]fJ Sections 39 and 40 ip respect of such ;vori]::s ?;
A ex 0 such manner asit may think § ject t
i ) ) : Y thiek fit, and subject to s
wo"H0Ds as it may decem expedient to ensure control c;vcr'pcrion of w:rih
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(2) The Provincial Government, or subject to the control of the
Provincial Government the Chief Inspector, may, by written order,
exempt, on such conditions as it or hé may deem expedient, any or all the
adult workers in any factory, or group or class of factories, ir:.n any or
all of the provisions of Sertions 34,35, 36, 37, 38, 35 and 40, on the ground
that the exemptjou is required to enable the factory or factories to deal
with ag exemptional pressure of work.

(3) _ An exemption given under sub-section (2)in respect of weekly
hours of work shall bs subject to the maximum limits, prescribed unde:
sub-section (4) of Rec. 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 is
given to ths manager of the factory, as may be specified in the order:

. Provided that if the opinion of the Provincial Government the public
interest 50 rcguircs, the Provincial Govérnment may from time to time, by
notification in the official Gazeite, extend the operalion of any such order

for period. not excecding six months at any onctime, as may be specified
in the notification. _ : :

45. Further restrictions onthe employment of wemen : (1) The

provisions of this Chapter shall, in their application to women workers it
tactories, be supplemented by the following further restrictions, namely:—

(a) no exemption from the provisions of Section 36 may he grantce
In respect of any woman ; and

(b) no woman shall be allowed to work in a factory except betweer
6 a.m. and 7 p.m. : -

Provided thit the Provincial Government may, by notification in the
official Gazette, in respect of aoy class or classes of factories and for the
whole yzar or any part of it, vary the limits laid down in clause (5) to any
span of ten and-a-half hours, or:whers the factory is a seasonal one, ol
elcven and-a-half bours, between 5 a.m. 2ad 7-30 p.m. :

Provided further, that, in respect of any seasonal factory or class of
seasonal factories in a specified area, the Provincial Goveroment may
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 ot
periods so defined shall lis within the span fixed by clause () or undet
the above proviso ard shall not be less than ten hours in the aggregate.

(2) The Provincial Gevernment may make rules providing for the
exsmption from the above restrictions, to such extent and subject to such
conditions as it may prescribe, of women working in fish-curing or fish-
canning factories where the employmest of women beyond the said hours
is necessary to prevent damage to or deterjoration in any raw material.

(3) Rules mzde under sub-section (2) shall remain ir force for not
more than three vears.

46. Special provision for night shift : Where a worker works on &
shift which extends over mid-night, the ensuing day for him shall be deemt!
to be the period of -twenty-four hours beginning when such shift eads
and the bours hs has worked after mid night shall be counted towards the
previous day :

Provided the Provincial Government may, by order in writing, direct
that in the case of any specified factory or any specified class of workers
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therein the cpsuing day shall be deemed to bz the period of twenty-four
hours beginning when such shift begins and that the hours worked before
midoight shall be counted rowards the ensuing day.

47." Extra pay fcr overtime : (1) Where a worker —

(@) in 2 non-seasonal factory woyks for more than nine hoursin any
day or for more than ferty-eight hours in any week, or

() in a seasonal factory ‘works for more than nine hours in any day
or for more than fifty hours ia any week,

' shall be entitled in respect of the overtime worked to pay at the rate of
twice his ordinasy rate of pay.

22-23] Ex planation : In this sub-section, ‘ordinary rate of pay’ means all
remugseration capable of being expressed in terms of money which would,
if the terms of the contract of cmployment, express or implied, were ful-
filled, be payable to a worker in respzct of his employment or of work
done in such employmesnt, but does not include— :

() the value of any hdusc-accommodat:on, supply of light, water,
‘medical attendance or other amenity ;

(ii} any contribution paid by' the employer to any pension fund or
provident fund ;

(iif) aay travelling allowance or the value 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 Provincial
Goveroment in consultation with the industry concerped may for the
purposes of this section fix time-rates as nearly as possible equivalent tou
:he average rate of earnings of those workers, and the rates so fixed shall
be 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 shall
be maintained in a factory for the purpose of securing compliance with
the provisions of this.ssction.

24[47-A. Obligation to work oi'crtime: Any adult workers may bs -

. required to work overtime, provided that such working conforms to the

“¢ial Government and-subj
Benerally or in the case of any particular factory. . .

-

provisions of this Act and the rulcs made thereunder). S
. . . : RN >
- 48. Restriction .on double employment : No adult worker shall:
be allowed to work in any factory on any day on which he has:
already been working in any other factory, save in such circumstances as.
may be prescribed. . . .

49. Control of overlapping shifts: The Provincial Government may
make rules providing that in any specified class or classes of factories
work shall not be carried on by a system of shifts so arranged in work
for the same kind at the same time save with the permission of the Provin.

ject to such conditions as it may impose, .either

.

‘2323 Explanation added by the Factories (Am:ndmsat) Act, XVI of 1973, S. 13,

. Scc. 47-A added by the Factorics (W.P., Amendment) Ordinance of 1966,
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25CHAPTER IV-A
HOLIDAYS WITH PAY

_49-A.  Appslication of Chapter: (1) Thz orovisioas of the Chapter
shail not appiy to a seasonal factory. -

(2) The provisions of this Chapter shall not operate 16 the prejudice
of any rights to which a worker may be .entitled under any other
enactment, or under the terms of any award, agreemcat or contact of
service,

.49-B.  Annual Holidays : (1) Every worker who bhas completed a
period of twelve months’ continuous service- in a factory shall be allowed,
during the subsequent period of twelve moanths holidays for a period of
‘-‘5[.. ..... ] fourtesn consecutive days, inclusive of the day or days, if any, on
which he is entitied to 2 holiday under sub-section (1) of Seciion 35.

. (2) If a worker fails in aoy one such period of twelve months to take
the whole of the holidays allowed to him under sub-section (1),. any holi-
days not taken by him shall be added io be holidays 1o be allowed to
him under sub-seciion (1) in the succeeding period of tweive months, so
however that ths total number of holidays which may be carried forward
10 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, having
applied for and having been refused the holidays. he quits his employment
-before he has been allowed the holidays, the employer shall pay him the
amount payable under Section 49-C in respsct of the Lslidays.

Explonatian : A worker, shall be deemed to have completed a period
of twelve moaths’ continuous service in a factory notwithsianding any in-
terruption in service during those twelve months brought about by sickness,
accident or authorised leave not cxceeding mpinery <ays in the apgregate”
for all thr_cc. or by lock-out or by a strike which is not an illegal strike or’
by intermittent periods of involuntary unemployment not excecding thirty
days in the aggregate ; and authorised leave shall be deemed not to irclude
any weekly holiday under Section 35 which occurs at beginning or cod of
an interruption brought about by the leave.

49-C. Pay during annuaj Holidays : Without prejudice to the condi-
tions governing the day or days, if aby, on which the worker is entitled to
a holiday under sub-section (1) of Section 35, the worker shall, for the
remaining days of the holidays allowed to him under Sszction 4Y-B, be paid
at a rate equivalent to the daily average of his wages as defined in the
Payment of Wages Act, 1936 (IV of 1936), for the davs on which he actu-
ally worked during the Frecer'ing three months, exclusive of any earaing
in respect of overtime. S

[Ss. 45A-49E)

. 49D, Payment when to be made : A werker who has been allowed
holidays under Section 49-B shall, before his hclidays begin, be paid ha!lf
the total pay due for the period of bolidays,

49.E. Power of Inspector to act for worker ¢ Any Inspector may
institute proceeding on behalf of any worker to recover any sum required to
bc'%axd uader this Chapter by an employer which the employer has not
paid. : :

25.__Chapter 1V-A ins. by the Factorjes (Amendment) Act. 1] of 1945, 8, 3.
26~27.r l'l;t: words *ten or, if a child™ omitied by the Factorics (Amendment) Act, NVI
~ of 1973, .

-

S—

49-F. Povwer to make reles: (1) The Provincial Goverament may
make rules to carry into effect the provisions of this Chapter.

(2) Without prejudice to the generality of the foregoing posver, rules

'rnay be made urder this section prescribing “the keeping by employers of

registers showing such particulars as may be prescribzd and requiring such
registers to be made available for examination by Inspectors.
(}) Omiited by A. O., 1964 Art 2 and Sch.

- ion of fuctories from provisions of this Chapter : Where
the Pi%v?ﬁ:i:ﬁxér:\g;%?nzﬁt u;:s satisfied til:at the lzave rules ap?lxcablc to
workers in a factory provide benefits substantially similar .o_thosc fgr
which this Chapter makes provision. it may, by written order exempt the
factory from the provisicns of this Chapter. .

2F[49-11. Casuna!l Jeave and sick leave : (1). Every worker shall be en-
titled to casual jeave with full pay for ten days in a year.

(2) Every worker shal} te entitled to sixteen days® sick leave on ha?f
average pay in a year.] - il be allowed holi-

29[49. i idavs : (1) Every worker shallbe a
days \[jighl.pafcasr:gzgn hg};dgiys d:(cl)arcd gy the Proviocial Government to
be festival holidays. ' . festival hofiday, but

2 w "may be required to work on any festiv Y,

one ((i;)y’?add?:?:galr%o%p:nsa?ory holiduy with full.pay and a. sppagstu;cf
holiday shall bs allowed to him in accordapce witu the provisio
Section 3S5. : .

CHAPTER V _
SPECIAL PROVISIONS FOR ADOLESCENTS AND
CHILDREN :

50. Prohibition of employment of young children : No child who has
not completed his 39[14] year shall be aliowed to work in any fa-c_tory.ﬁ .
' ivi to certificates
51. Nop-agdult workers to carry tokens giving reference
_of fitness : No child who has completed his 39[14] year and no adolescent

~ shail be allowed to work in any factory unjess—

(2) acertificate of fitness granted to him under S_cction 52 is in the
custody of the manager of the factory, aAnd .
(b) ke carries while heis at work a token giving a reference to such
certificate. _ . ) i
- 52. Ceriificate of fitness (i) A certifying surgeon sha'll_. oni_t l%:lpl:):-
cation of any 3){child of adolescent] who wishes to \tvorl\ in a alsichysucl;
of the parent or guardian of such person or of the factory 11;1. wﬁtn-‘ss ach
person wishes to work, examine such person and ascertain his fitag S
such work. ' o
(2) The certifying surgzon after examination, may grant to such per- )
son, in the prescribed form— g f i-,c.;s
i rork i ras achi 1
a) a certificate of fitness to workina factqr) .
@ satisﬁcdctbat such person has completed his twelfth year, that he

[
—————

; i y XV of 1973, S. 15,
3. Scc. 49-H added by the Factories (A mendment) Act, h
Eg. S:<c:tion9 49-? added )!':y the FEcLorics‘('A‘r:lc?;lrr:s:b)"/\'::‘ll,) :sc\(l (Xf\}lgz%rslb'llg:
. . ‘awelfth™ by ti abour La S .20 . A .
M. Ssl:.x‘fs {grr thlcwfvorrds "y.\oxlle\g persons’ by the Factories (Amendment) Act, XV[.ol'

1973, s. 17,
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has attained the prescrided physical standards (if aoy), and that
he is fit for such work ; or

(%) a certificate of fitness to work in a factory as an adult ir he is
satisficd that such P:rson _has completed his filteenth year and
fit for ful} day’s work in a factory. =

3) A certifying surgeon may revoke any certifcate granted under sub-
section (2) if, in his opinion, the bolder of it is no loager fit 10 work in the
capacity stated therein in a factory, : -

(4) Where a certifying surgeos or a Practitioner authorised under svb-
section (2) of Section 12 refuses to zrant a certificate or a certificate of the
kind requested, or revokes a certiticate, he shall, if so requesied by any
person who could have applied for the certificate state his feasons in writ-

ing for so doing.

53. Effect of certificate graated to adolescent : (1) Ar adolescen:
who bas been granted a certificate of Btness to work ir a factory as an
adult. under clause () of sub-section (2) of Section £2, apd who, while
at work in a factory, carries a token giving reference to the certificate,
shall be deemed to be ap adult for all the purposes of Chapter |V,

- wvwwaEd ML, (Y34

(2) An adolescent who has net beep Branted a certificate of fitness to

*work in a factory as ap adult under sub-section (2) of Section 52, shai}
notwithstanding hjs age. be deemed to be 2 child for the purposes of ihis

54.  Restrictions on (he. working hov s of a chilg - (1) No child
32for adolescent] should be allowed to work in a factory for more than five
hoursin a day.’

(2) The bours of work of a chilg shall be so arraoged that they shall
Dot spread over more thap seven and-a-half hours jp any day.

(3) No child 32[¢or adolescent] shail be allowed to work in a factory
€xcept between 6. a.m. and 7 p-m. :

Provided that the Provincia] Goveroment may, by notification in the
official Gazetre ip ‘espect of any class or classes of factories and for the
whole year or any part of jt, vary thoss limits to -any span of thir-
‘ecn hours between 5 a.q. and 7-30 p.m.

but no exemption from the provisions of that section may be graated in
" respect of any child, :

. (5) No child shaj bs allowed to work in any factory on any day on
which bs hasg aiready been working in another factory;

55. Notice of periods for work for children : (1) There shall be djs.
playt.:d.and carrectly maintained in every factory ip accordance with the
provisions of sub-sectipn {(2) of Section 76, a Notice of Periods for Work

for Childrcn, showing clearly the periods within which children may be
required to work, ’

{2) The periods shown in the Notjce required by sub-sectiop (1) shall
be fixed beforehand in accordance with the method laid downp for adult in
Secticn 39 apq shall be such thag children working for those Periods would
0ot be workiag in contravention of Section 54,

32, Subs. for the words ‘‘young Persons® by the Factorjcs (Amcndmcnt) Act, XVI of
1973, Scc. 17,

/O\
/
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(3} The provisions of Sectjon 40 shall appI); also to the Notice of
Periods for Work for Children.

56. Register of children workers : (1) The manager of every
factory in which chijldreq are employed shall majntain a Register of Child
Workers showing —

() the name 33[2nd age] of each child worker in the factory,

(b) the pature of his work,

(¢) the group, if any, in which he is included,

(<) where hig Broup works on shifts, the rclay to which be is allotted,

(e) tt number of bis certificate of fitncss granted under Sectioa 52,
and

(/) such other particulars as may be prescribed.

* (2) The Provincial Government may make jiules prescribing the form
of the Register of Child Workers, the manner in which it shal] be mazin-
tained and the period for which it ghal] be preserved,

57. Hours of -vork to correspond with Notice and Register : No chilg
shall be allowed to work otherwise than jn accordance with the Notjce of
Periods for Work ;or Children displayed unde- sub-szction (1) of Sec-
tion 55 and the entries made beforehand against his name in tke Register
ot Child Workers Mmaintained under sub-section (1) of Sectjon 56,

58. Power tp require medjcal examination : Where ap Inspector

)f opinion—

(a) that any person working in a factory without a certificate of
fitness is a child or an adolescent, or

(&) that a chijld or adolescent working ina factory \x:ith a certjficate
is no longer fit 10 wWork in the capaclty stated therein,

€ may serve on the manager of the factory a notjce requiring that such
€rson, or that such child Or adolescent, as the case may be, shall be
*amined by & certifying surgeon or by a practitioper 2uthorised under
ib-section (2) of Section 12, “and such person, child or adolescent shal]
ot, if the Inspector so directs, beullowed to work in any factory untj)
£ bas been granted a certifcate of fitness, as the case may ke,

“1;1,59. Power 10 maulie rules: The Provincial Government may make
tles—

= +(a) prescribing the forms of certificate of fitness to be granted under
; Section 52, Providing for the grant of duplicates iz the event of

loss of original certificates, and fxing the fees which may be
. ckarged for such certificate and such duplicates ;

[ (&) prescribing the physical standards to be attajned by children and

1o~

L

21y

o adolescents ; .
?;I(C) Tegulating the procedure of certifying surgeons under this
'.: Chapter, and specifying other duties, which they may be required

.. o perform in connection witk the employment of childrf:n and
as.. adolescant in factories ; and

¥t
————

A

tlns. by the Factories (Amendment) Act, NVI of 1973, S. 18,
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(d) providing {or any other matter which may be expedient in order
to give cffect to the provisions of this Chaptsr.

3159-A. Provisions to be in addition to Act, XXVI[ of 1938: The
provisions of this Chapter shall be-in addition to, and not in derogation
olt”_.l;l;g)]prowsnons of the Employment of Children Act, 1938 (XXVII
o .

CHAPTER VI
‘ PENALTIES AND PROCEDURE
60. Penalty for contravention of Act and rules : If in any factory—

(a) there is any contravention—
(7) of any of the provisions of Sections 13 to 37[32] inclusive, or
(17} of any order made under any of the said sections, or

(iii) of any of the sections read with rules made in pursuance
thersof under clause (a) of section *5{33]) or

(iv) of any rules made under any of the said sections, or under
Sections 33[33-J and 33-Q], or .

(v) of amy condition imposed under sub-section (3).of Section
35[33-P], or

{b) any person is allowed to work in contravantion—
(f) of any of the provisions of Sections 34 to 38 inclusive 42,

45 3548, 45-H and 49-1].

(i7) of any rule made under any of the sections, or wunder
Section 49, or

(iii) of any condition attached or any exemption granted uander
Section 43 or Section 44 or Section 45 or to any permission
granted under Section 38 or Section 49, or

(¢) there is any coatravention of any of provisions of Sections 39 to 41
inclusive or of any rules made under Section 39, Section 41 or
Section 47, or of apy condition attached to _any cxemption
granted under Section 41 or to any modification or relaxation
made under Section 44, or _

(d) any person is not paid any extra pay to which he is entitled
under the provisions of Section 47, or

(e) any adolescent or child is allowed to work in contraveation of
aoy of tie provisions of Sectiozs 50, 51, 54, 55, 57 and 58, or

( f) there is any contravention of Section 55 or Section 56 or of apy
rules made under cither of these scctions, or under clause (d) of
Section 59, or

(g) there is any contraventioa of Section 49-B, 49-C or 45-0, or of
any rules made under Section 49-F,

the manager and occupier of the factory shall each be punishable with fins
which may extend to five hundred rupees:

34, Sec. 59-A subs. for Chapter V-A by the Factorics (Amendment) Act. XV[ of 1973.
S.19

A
35. Subs. by the Labour Laws (Amendment) Act, X{ of 1975.

/f*\«
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g
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Provided that if -both the manager and the océupicr are Ct;nvictcd,'

the aggregate of the fines in respect of the sams fom e
4 % CO
exceed this amount. contravention shali'not

. .61, Enphanced panalty in certain rases after r'evious ‘icty
any person who bas been convicted of any oﬂE::ncc puggs?algﬁ:onuba:f
clauses (b) to (g) inclusive of Secrion 60 is again guilty of an offenc
involving a coatravention of the same provision, he shal] be punishable oe
the second coanviction with fine which may extend to seven hundred angl
fifty rupees, and shall pot be less than ope bundred rupees and if he js
again so guilty, with fina which may cxztend to one thousand ru and
shall not be less than two hupdred apd fifty rupees : pecs &nd

’ Provided that for the purposes of this section no cognizarce shall kg
taken of any conviction made more than two years before the commissj N
of the offence which is being punished : ohion

v+ Provided furtker that the Court, if it is satisfied that .hsre are excep-
tional circumstances warranticg such a course, may, after recording its
[casons 1o WrIling, imposs a smaller fine than is required by this sectiop

62. Penalty for failure to eive noti l
8 ce of commencement of work:
change of manager : ,An occupicr of a factory who fails to give any nor:i(cJ:
:cg{x;xrcdg bhy ”s%b-sccuon (1) 3%[sub.section (I-A)] or sub.ssctiop (Z)xof
cction 2 shzll be punj i chi ¥
ropea, punishable with fine which may exiend to five hundred

“ - THE FACTORIES (PUNJAB AMDT.) ACT, 1940
o)t :

: After section 62 i i i

o be inscrted,lonuamc?yf:[ﬁc said Act, the following section shall be deemed

;:3‘:: 6o, y 7 lesr ;.

W0 contravencs the aendiens o ST (= A manzaer or an occupier
arcgisirarion s toe P Y s O section 9-A or the conditions on whijch
Able yoio 98 € i hc1 granted or an endorsement made shall be punish-
"I'Jrcviously o .;J vhic rn:xyr extend to five hundred Tupees, or, il he has
o o thousa:d convicted of an offecce undc_r t}xat section of the said Act
offencs 20 rupecs on the sccond cooviction. For cvery subscqucni
© e maximum amount - fine which may be impcsed shal be

tohanced by five hundred j i
fud Bve bundons mpl:cs.“rupt:cs subject to 2 maxizium of two thousand

s THE FACTORIES (N.-\V.F.P. AMDT,) £CT, 1946

22 Alter section €2 of the sai i
2o Alte 2 e said Act ' i i
S ot sectior 2o » the following section shal] be deemmed

3
o

62. ; ;
‘hto""con‘t‘{' Penalty_forfat_hfre fo register.—A manager or ap occupicr
:‘fi'?g'istr ravenes the Provisions ol section 9-A or the conditions on whi‘ch
Uﬁishablanog ccrtlﬁcat.c 1s granted or an endorsement made shzl) ke
ﬁ"iOus] c Lvnh fine which may extend to five bindred rupees, or, if he
Eﬂihouga dccn convicted of offence under thart section of the said'A:i, 15
ence 1 nd rupees on the second conviction, For every subsequent
Jpp. c MAXmum amount of fine which may be imposed shzl] bs

—
fa

7 Ins, bv tha Tactncioe £t im dman sy g ar After r orama Iy --
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enhanced by five hundred rupees subject to 2 maximum of two- thousand
and five hundred rupees.’” . - . . .

63. Penalty for obstructing Inspector: Whoever wilfully obstructs
2n Inspector in the exercise of any power under Section 11, or fails to
produce 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 coaceals or prevents any worker in a factory from appsaring before or
being examined by an Inspector, shall be punishable with fipe which may
extead to five hundred rupees. :

64. Penalty for failure to give notice of accident : A manager of 2
factory who fajls to give notice of .an accident as required under Sec-
tion 33-N shall be punishable with fine which may extend to five hundred
rupees. . .

65. Penalty for failure to make returns : -If in respect of any factory
any return is oot furnished as required under Section 77, the manager and
the occupier of the factory shall each be liable to fine which may extend to
ive hundred rupees :

Provided that if both the mauager and the occupier ars convicted the
aggregate of the fines infiicted.shall not exceed this amount.

66. Penalty for smoking or using naked light in vicinity of inflam-
madle material : Whoever smokes, or uses a nacked light or causes of
permits any such light to be used in the vicinity of any inflammabls
material in a factory shall be pupishable 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 prescribsd, of a naked light in the course
of 2 manufacturing process.

67. Penalty for using false certificate : Whoever knowingly uses of
attempts to use, as a certificate granted to himself under Section 52 a cer-
tificate granted to another persen under tuatsection, or who having pro-
cured such a certificate, knowingly allows it to be used, or an attempt 10
use it to bs made by another person, shall be punishable with fine which
may cxtend to twenty rupees.

68. Penmalty on guardian for permitting double employment of a child:
1f a chiid works in a factory on any day on which he has alrcady been
working in another factory, that parent or guardian of tkz c!nld or thﬁcl
person having custody of, or control over him or obtaining any dircct bene
from his wages shail be pupishable witk fine which may extend lo twcn‘;i
tupecs, unless it appears to the Court that the child so work.cd without to¢
coassot, congivance or wilful default of such parent, guardian or persoae

69. DPecnalty for fajlure to display certain notices: A manager of 4
factory who fails to display the notice required under sub-section _(1)
Section 76 or by any rule under this Act, or to display or maintain .ﬂl;r
such notice as required by sub-section (2) of that section, shall be punish;
abls with fine which may extend to five hundred rupezes. .

o\

8]

15870, 74y £aciories ACT, 1934 . . ——
° 70. Dectermination of ““occupicr’’ for purposes of this Chapter i (1)
Where the occupier of a factory is a firm or- other association of indivi-
duals, any one of the individual partaers or members thereof may be
prosecuted and punished under this Chapter for any offeace for which the
occupier of the factory is punjshable :—

Provided that ths £rm or..association may give notice to the Inspector
that it has nominated one of its members who is resident in Pakistan to bz
the occupier of the factory for purposes of this Chapter, and such_indivi-
vidual shall, so long ashe 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 isa company, any oce of the
directors thercof, or in the case of a private company, any one of the
sharebolders thereof. may be 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 has
nominated a director, or in the case of a private company, a shareholder,
who is resident ip either case in Pakistan to ba the occupier, of tbe fac-
tory for the purposes of this Chapter and such director or sharebolder
shall, solongas he is so resident, be deemed to be the occupier of the
factory for the purposes of this Chapter until fufther notice cancelling

- his:nomination is received by the Inspector or until he eases 1o be direc~

tor or sharcholder.

71. Exemption of occupier from liabilify in certain cases - (1) Where
the occupier or manzger of a factory is changed with an offence against
this Act, he shall be eotitled upon complaint duly made by him to bave
2ny other person whom ke charges as the actual offender brought before
the Court at the time appointed for hearing the charge ; and if, after
the commission of the offence has been proved, the occupicr or manage:
of the factory proves to the satisfaction of the Court—

tx. (aj that he has used due diligence to enforce the executiou of this
: Act ; and '

15, (b) that the said other person committed the offence’ in qusstion
2. : without his knowledge, consent or connivance, ‘ ‘
hee .

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) _Wbcn it is made to appzal to the satisfaction of the Inspector at
itany time prior to the iostitution of the proceedings— .

(@) that the occupier or manager of the factory has used all due djlj-.
gence to enforce the exccution of this Act ; and ’

(b) 5y what person the offence has been committed, and

(c) that it has been committed without the Kknowledge, conszat or
conntvance of the occupicr or manager, and in contravention of
his orders,
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tbe Inspector shall preceed agaicsttde persons whom he bziizves to be the
ctual offecder without £rst proceeding against the otlupier or ciapager

of tke factory, and such, persoa sball be liable 10 the I'ke Sae as be. were

the occupier or mecsger, : Cee S -

72. Presumption as to employment: If ‘3 child” over the ‘age of six
years is found izside 30y pasi of a factory in which ch'ldren are working,
he sball until (pe coctrary is proved, be decmed jo F. wo, kicg io-the
factory. -

73. Eviderce as to age: (1) Wheo ao act or omission would, if a
person were under or over s Cerlain age. be ar ofezce punishable under
this Act, asd suzh person s in the opiaior of Court 2prarenily uoder or
over such age, the burden shall be o3 the accused to prove tEat such
Ff300 is cot uader or over such age.

(2) A declaration in writisg by a certifying surgeon rclating to 2
wo:ker that he has persotally exarsined bi and beleves bim 1o be uader
or ove: tke age set forth in such ¢eclaratio. shall, for the purposes of this
Act, ce acmissidle as evidence of the ap~ of 1bat worker, ' -

74. Connirasce of offences : (1) No Prosectlion uoder tbis Act,
€xceptl a proseculion uader Sz, 65, shall be 1astituted except by or with
the previous sanction of the Inspecior,

(2} No Ceurtinferior to tha: of 3 Magistrate of the First Class ska!|
try an offence {agains: this Az, or any rule or order made therzuzder,
otbir tbao ao cfenze uader Seztjo0a €6 or Sectieg 67,

(3) Omitted by the Fectoric, (Amerdment)  Aci, Xy of 1§73,
Sec. 21, :

75. Linutation of prosccution: No Court skail take cogoizance of
any offeace under this Act or a0y ruiz or order thereunder, other tkan an
offence under Section 62 or Section 63, urless cempiaint thereof is made
witkio six mooths of the date 0 which Be ofence is alieged to have been
committed :

Provided that whea the offeces coasists of disobeying a writtsn ordes
made by an Inspecior, complaiot thereof may be made within twelae
wootbs of the date vn which the oFence s alleged tu bave tzen commitied,

CHAPTER VIi
SUPPLENMENTAL

76.  Display of facto,y aotice s (1V 1Ig additioa to the notjce feguis-
ed to be d:spiayed ia apv sactory by thiz Act or the rule :pade therevader.
tnere sbail be displa, .y 12 every factory a potice cootaiciap such abstrac:s
of this Act and of t5e rules made thereunder su Eaglish and io the verca-
cular of the majority o! the workers as the Provincial Goveramest ay
prescribe, :

(2) Al ootices required to be displayed ig a factory shall be displav-
ed at some coospicuous place aior near the main eotrance to tke factory
aod skall be maiatained jo a clear apd legidle conditioa.

s

PIRN
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77. Power of Provincial Government fo make rytes : The Proviocial
Govercmect may make ryles requiring oczupiers or caoagers of fasiorics
to submit such returns, oczasiona) or periodical, as may in its opinion be
tequired fot the purposes of this Act.

78. Control of rules ryade by Local Gofernment i Omitred by the
Government of India (Adzptation of Indicn Laws) Order, 1537,

79.  Publication of rules - (1) All rules made under this Act shall be
subj-ct lo the coadition of Previous publication. and the daze to bz speci-
Bcd uoder clauss (3) of Sezrion 23 of the G:eosral Clauses Act, {897 (X of
1897) skall cot bz legs ttan three moaths frem tbe datz oo which the
draft of the proposed rules way publisked.

(2) AN such rules shall pe pudblisbed in the oScial Gazette and shall,
toisss same later dare g Ippointed, com: 1210 force 02 the date of such
publicatioa.

80. Application to Government Factories : Tix.i's Act shall ap';ily to
actories belocging 1o the Government.

81. Protection to persons acting uader this Act: No suil, prosscu-
ion or fther legal Preceecizg shall e aga:ast a2y peisoa for asythiog
2hich isae q00d f2:1h doze or 13tended 10 be dooz: ynder this Act.

§2. Repeal and Saviogs : [Rrpec."ed by the Repecling 2nd A-=ending
fet, YX 0/ 1937, 8. 3 ond Second Schedule. ’

Tbe Schecule (Repealed by the Repealing and Amending 4c:, XX of
927, See. &, Seh. 11).
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14.A
15.
16.
17.
18.
19.
20.

\\

Sul. LULALL, -
Attendance and late coming

Leave

[Omitted] .

Payment of wages

Group incentive 'scheme

Compulsory Group iasurance
Payment of bonus

Stoppage of work

Closure of estatlichment

Termination of employment

Procedure for retrenchment
Re-cmployment of retrenched workmen
Special provisions for coastruction workers
Punishments :
Eviction fiom residential accoiamodation
(Omitted) -

[Omitted]

Certificate oftcrmination of scrvice
Liability of employer

The
Industrial & Commercial
- Employment
(Standing Orders)
Ordinance
[VI OF 1968]

(%th May, 195§)

Aa Ordinance 10 amend and coasvlidate the liw relatiog to
Industrial employment in the Provinces

by !’rc:pxblc: Whereas it is expzdient to ameand aad consojidate the
law relating to industria) crxpioymeat in ihe Provinces):
.+ Atd whereas the Provincial Asseambiy of *{a Province] is not i sessions
and tas Governor of Htbe Province) is satisfied thas circumstances exise
which reades 1amediats lecislation accessary |

Now, ti:refore. in exercise of the powers coalerred on him by clause
(1) of Article 79 .of the Constitution, the Goveraor of l{a Provinze] s
Pitased to make and promulgate the foilowing Ordinance -
1. Suort title, exteot and commencement :  This Ordiuance may be

I the Indesirial and Cowmamercial Exploymeat (Stasdiag Otders)
dicancs, 1665,

, () M extends to the whole of ?(Pakistan].

oy

2l

- W)

©

:.(3) It shali come iato force at oac-.

197(4) 1t appliesaa— —_———

Q‘ﬁ.’[(a) Every industrial “establishment c¢r commercial establishmeot
dal whereie  twenty or more woskmen are cmployed, directly or
‘ through any other persoo whether o beba!fl of himself o any
- . Olner person. or were so employed on aoy day duriog the preced-

ing twelve raonths) ;

-~ (b) Onitted by the Indusirial & Commercicl Employment (Standing
a5 Orders) {Amerdment) Ac, XXIIIof 1972, 8. 2 (a).

5 (<€) such classss of otksr industrial apd commercial establisbmeots
- as Government may, from time to time by notification in tac
Ofcial Gazerte, specify ic this bebalf ; '

& 5»(61‘:’;};0( the word-."'Wu( Pakistan** by the Federal 'Adapulion of Laws Ordes, 4.
L] .

- Subs. for the words “'Provinee of West Pakistan™ by the Federal Adaplation of
viLlaws Order, € 011975, 5. 2 (1) and Sck.

-"Qlluic (2) Subs. for the osiginal clauses (3) & (b) by the Industrial and Commer-
Tl Emplavment (Standma Orderad famengmenny A’ varteg Asgasy



commercial establishments carried on by or ‘under the authority of the
Federal or any Provincial Government, where statutory rules of.y:rvxce,
conduct or discipline are applicable to the workmen employ:d therein :

‘[Provided further that the provisions of Standing Mrders 10-B and
11, clauses (6)  and (8) of Standing . Order 12 <ad Standing
Order 15 shall"niot apply in “the first instance, to any industrial
estublishment wherein not more than forty-nine persons were employed on
any day during the preceding*twelve months ‘but Govcmm.cnt may by
notification in the Official Gaz:tte, extend all or any of the said provisions
to any such industrial-cstgblishmcnt or any class of such establishments.]

2. Definitions ; In this Ordinancc, unless there is anything repugnant
in the subject or coptext—

(@) **collective agreement”
to specify the conditions of employment, and entered into between
onec or more employers on _the one hand, and ohc or more u:adc
unions or, where there is no trade union, the duly authorized
representatives of workmen, on the other ;

() *“*commercial establishment’ means an cstablishmcn} in which the

- - business of advertising, commission or forwarding is conducted,

or which is a commercial ageney, and includes a clcrigal dcpart-

.mentof.a factory or. of any industrial or- commercial under-

taking, the office establishment of a person who for the purpose

of fulfilling a contract with the owner of any commercial estab-

lishment or industria] establishment, employs workmen, a.unjt

of a joint stock company, an insurance compapy, a banking

Company or a ‘Bank, a broker’s Office or stock-cxchange, a ciub,

a hotel, a restaurant or an cating house, a cinema or theatre, and

such other establishment or class thereof, as Government may, by
notification in the  Official ]

establishmen for the purposes of this Ordinance 0

*[(bb) **Coastruction industry”. meaps ap ~industry.cngagcd in the
construcltion, reconstruction, maintenance, Iepair, a]tcrauon.. or
demolition of any building.‘railway, tramway, harbour, dock, pier,
canal, ipland waterway, road, tupnel, bridge, dam, viaduct, sewer,
.drain, water work, well, telegraphic or telephonic installation,
clectrical undertaking, gas work, or other work of construction as
well as the preparation for, or laying the foundatign of, any such
work or structure]; - - .

() “cmployer” means the cwaer of ag industrial or comzhcrcia}l esta-
blishment to which thjs Ordinance for the time being apgiies, and
includes—

() in a factory, any person camed under Clause (cj of sub-section (1)
of Section 9 of the Factories Act, 1934 (XXV of 1934), 2s mana-
ger of the factory; .

(i) in any industrial ‘establishment under the contro] of any dcpa'rt~
ment of the Federal or any Provincial Government, the authority

4. Proviso added by the Industrial and Commercial Establishment (Standioz Orders)
tAmeadment) Act, XXIII of 1973,

3. Clausc (bb) added by the Industrial'and Comrocereial
Orders) (Aandmcnl) Act, XX11] of 1973,

tmpioyment (Standing

?

-
e

>

" lthe _. lnane_ _.all Bupey 10 fuwustrial ano -

S | %) C . ises Y s

g appoin}cd_ by such .Government in this behalf, or where no such
authority is so appoioted, the hezd of the department; -

1 be f" E. .-

establishment )

down of normal"ou;tpu_t of work by g body of workers in a concert-
- -<. - ed manoer and which is not due to any me banica] defect, break-
g1 =i-” down of machinery, i defect jn

in the supply of normal materials and spare parts of machinery ;
i-(€) “Government” meg s the §[Provincia] Geveroment]';
) “industrial establishment” meaps—

() an industrial establishment a5 defined in clayse (i) of Section 2
of the Payment of Wages Act, 1936 (1V of 1936); or

(i) a factory as defineq in clause (j) of Section 2 of the Factori
1934 (XXV of 1934); or e ' © ractones Act,

(iii) a Railway ag defined in clayse 4) of Section 3’ t flway
' Act, 1890 (IX of 1890); or ”( ) ) of h‘ei Railways
(iv) the establishment of 2
70 cmplqys Wworkmen in €onneciion with

2 " to which he is a party,-and incl

= ;&"7 Site at which, any Process connecied with such execution is carried

directly or indircctly,
the exceution of a contract

: on ; or

£ e . - " .-

Sk establiskment of 2 person who, directly or indirccﬂy
employs workmen jp connection with any construction jp-

;... dustry.]

.,.:l-,: [ES

sk Explanation . ‘Contractor’ includes a sub.contractor, headmap or

T ) g g

5t,_‘:g:g‘) Stand.mg Orders”
il Tead with such modifications, if any, as may be made jp pursu.

«-1..20¢¢ of the provisiops of Section 4; '

means the Orders contained in the Schedule,

p ‘e . . . . -
: . means a trade unjon for the time being registered

) “trade unjop*
. the Industria] Relatjors Ordinance, 1969 (XX111 of

%
40 « Under
=:-1969)] ;

S in -any industria) or
establishment to do apny skilled or unskilled, manyal

34 Enforcement of Standing Orders :
.t‘.‘.bllShmcnt, conditions of the cmployment of workmen and other

Ml matters shall, sebject to the other provisions of this Ordinance,
ulated jg dccordance with the Standing Orders, -

Q%hgodiﬁcation of Standing Grders ! The Standing Orders may be
s of a collective agreement and not otherwise - _

“(’;: (V)daddcd 3
Mmendment I, XXI1 973,
3¢ (h) subs, by itzid ol XTI of 1973

-(d) “‘go-slow” means og organised, deliberate and purposefu] slowing

udes the premises in which, or the-..
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Provided that no such agreement shall have the effect of taking away
or diminishing any right or beneht available to the workmen under the pro.
visions of the Schedule.

5. Posting of Standing Orders : The text of the Standing Orders sha]|
be prominently posted and kept in a legible condition by the employer iq
English and Urdu, and in the  Janguage understood by the majority of hiy
workmen on specizal 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
werkmen are employed. .

6. Inspectors: (1) The Inspectors of Mines appointed under Section
4 of the Mines Act, 1923 (1V of 1923), the Inspectors appointed under Sec.
tion 10 of the Factories Act, 1934 (XXV of 1934), and such other persons
not being 1%Conciliators appointed under the Industrial Relations
Ordinance, 1969 (XXIII of 1969)] as Government may by notification in the
official Gazette, appoint, shall be the Inspectors for the purposes of thi
Ordinance within the local limits assigned to cach. ’

(2) An Inspector, may at all reasonable hours enter on any premises
and make such examination of any register or documecnt relating to the
maintenance or enforcement of the Standing Orders and take on the spo!
or otherwise such evidence of any person, and exercise such other powen

of inspection, as he may deem necessary for carrying out the purposes of
this Ordinaace. - ’

(3) Every Inspector shall be deemed to be public servant within the
meaning of the Pakistan Penal Code (XLV of 1860).

7. Penalties and procedure : (1) An employer who modifies th:
Standing Orders applicable to his industrial or ' commercial establishment,
otherwise than in accordance with Section 4, shall be punishable with fia:
which may extend to five thousand rupees, and in the case of a continuing
offence, with a further fine which may extend to two hundred rupees fot
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
pugishable with fine which may extend tp one bundred rupees, and in thg
case of a continuing offence, with a furdicr fine which may extend to twer
ty-five rupees for every day after the- first day during which the offent
continues. . .

(3) Whoever contravenes any-of the provisions of this- Ordin_ancc shgib
if no other penalty is clsewhere provided by or under this Ordinance IDJ
such contravention, be punishable with fice which may extend too

hundred rupees. » . .. |

(4) Whoever. having been convicted of any offence punishable _uqu
sub-section (1), (2) or (3), again commits such offence shall, on convictio
be liable to double the punishment prescribed for such offence undert
aforesaid sub-sections.

(5) No prosecution to an offence puqishablc under th_is ()rdjnanc
shall be instituted ex:ept by or with the previous permission in writing ¢
the Inspector.

—— — e e

10. Words subs. by the Industrial and Commercial Employment (Standing Orded

e

<=7 11[(6) No Court other than 2 Labour ¢ i

S (6) - L ourt establisked under the
z strial Relations Ordinance, 1469

:In%u l;lhis Ordinance.] (XXI1I1 or 1369) shall try any offence
—fcT

;—%7.1& Omitted by Industrial and Commerei .
Zrders) (Amendiment) Act, X107 oF Jgrsc.:mmercml Employment (Standing

aki. 8. Power to exempt : Government may

;a8 {t thinks fit to impose, by notification ig t
gy industrial or commercial establish s
from all or any of the provisions of this

subject to such conditjons
he official Gazette, exempt

ot or class of such establishments
Ordinance.

=519, Protection to existing conditions of
=4 employment : Nothjng | i
Ordivance shall affect any Jaw, custom, usage, award or agr:::rnhclrxiltgilx:lnfothls
immecdiately before the promulgation of this.Ordinance in so far as ség;

n‘;""' c}usv‘om. blllsagC, a)var_d Or agreemsnt ensure conditions of employmen:
orc lavourable to workmen than those provided in the Sxandiné

Qrders.

%5:10.. Repeal : The Industei

wel I ustrial
Orders) Ordinance, 1960 (I 0331928;1
is.beicby repealed. ’

_Co_.'nmercigl Employm=nt (Standing
10 1ts application to the Provinces,

by the Labour Laws {Amendmeni) Act, XTI of 1976.

(Amendment) Act, XXII1 of 1973, .

~

/f'
L——
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SCHEDULE

_ STANDING ORDERS
[Section 2 (g)]

1. Classification of workmen : (a) Workmen shall be classificd
as— - - h

(1) permaoent,
(2) provationers,
(3) badlis,

(4) temporary,
(5) apprentices.

(b) A “permanent workman’’ is 2 workman who has been engaged on
work of permanent nature likely to last more than nine month
and has satisfaciorily completed a. probationery peried of thre
months in the same or anether occupation in the industrial o
commercial establishment, and includes a badli who bhas beet
employed.for a continuous period of three months or for on
hundred and cighty-three days during any period of twelve conse
cutive months, including breaks due to sickness, accident, leave
lock-out, strike (not being an illegal Jock-out or strike) or involun
tary closure of the establishment 12[and includes 2 badli who ba
been empicyed for a continuous period of three months or for on
hundr:d and cighty-three days during any period of twelve conse
cutive months.] :

(¢) A “*probationer” is a workman who is provisionallly employed
fill a permanent vacancy ic a post and has not completed thr
If 2 permanent employee is employ
he may, at -amny tir
be reverted to b

months’ service therein.

zs a probationer in a higher post

during the probationary period of three months,

old permanent post. : .

(d) “*Badli” is a workman who is appointed in the psst of!
permanent workman or probationer, who is temporarn

e avscat. :
() A “‘temporary workman' is a workman who bas bzen epgag

for work which is of an essentially temporary nature likely to !

finished within a period not exczeding nine months.

13((f) An “‘apprentice’” is 2 person who is an apprentice within t
meaning of the Apprenticeship Ordinance, 1962 (LVI of 1962).]

2. Tickets: (1) Every workman employed in an industrial establis
ment shall be given a permanent ticket unless he is a probationer, 2 bad
a temporary workman or an apprentice.

2. Words added by the [adustrial and Cemmarcial Emaloymsnt (Standiag Orde

(A mepdment) Act, XXIIl of 1973. ) . ) at
3. Clause (f) subs., by the Industriai and Commercial Empleym:at (Standing Or

(amendmenty Act, XXI11 of 1973, :
' ' 64

Vi~

Os. 37) I & C.E.(S5.0.)0r1d., 1968
33:?"-(2) Every permanent workman shall be provided with a departmental
Tkket, showing his number, and shall on being required to do so, show it
‘g soy person authorised by the employer to inspect.

3 3y Every badli shall be provided with a badli card, on which shalt be
“enfered the days-on which he has worked in the establishment, and which
‘ghail be surrendered if he obtains permanent employment.

ZZ (4) Every temporary workman shall te provided with a ‘temporary

wl

{

P e

Ticket'. which he shall surrender on bis discharge.
2=~ (5) Every apprentice shall be provided with an apprentice card, which

-

hall be surrendered if he obtains perimanent employment.

ﬁ"}‘[Z-A. Terms and conditions of Service to be given in writing : Every
';,orkman at the time of his appointment, transfer or promotion.s‘hall
{e','fa'rovidéd with an order in writing, showing the terms and conditions
;é!pis service), ‘ .
353:3. Publication of working time: The periods and bours of work for all
‘classes of workmen in cach shift shall be exhibited in Urdu and in the
‘priocipal language of workmen employed in the industrial or::comrercial
;gstablishmcnt on notice boards maintained at or near the main entrance of
the establishment and at the timekeeper’s office, if any. .

;;i.l}it' Publication of holidays and pay days : Nouices specifying (a) the
“days observed by the industrial or commercial establishment as bolidays
qud (b) pay days shall be posed oa the said notice board.. - )

2 -:e;"S.' Publication of wape rates: Notices specifying the rates of ‘wages ’
_payabl: to all classes of workmen and for all classes of work shall be dis-
:played on the notice boards.

il%:ﬁy Shift working : More than one snift may be worked in a depart-
gasnt or'any section of a department of the industrial or commercial estab-
i }hngcnt at the discrection of employer.

521 more than one shiftis worked. the workmen shallbe liable to be
fmnsferred from one shift to another. No shift working shall be discontinu-
Pdiwithout one month’s notice being given prior to such discontinuance.
Ptovided that no such notice shall be necessary if, as a result of the discon-
Hgpance of the shift, no permanent. cmployee will be discharged. If as a
E 13 !.(;91,'__. discontipvance of shift working, any permapent workmen are to
;:,'? _}}gygcd they shall be discharged having regard to the length of their
egticein the establishment, those with the shortest term of service being
gharged first. If shift working is restarted a week’ s notice thereof shall
;‘;‘5'37‘ yen:by posting 2 notice at the mzin cntrance of the establishment and
e ;g_kcc‘pcr's. office, if any, and the workmen discharged as a result
isContinuance of the shift, shall, if they present themselves at the time
JB€ restarting of the shift, have preference in being re-employed, baving
d to the lepgth of their previous service under the esiablishment, those

the longest term of service being re-employed [irst.

B3

g:Attendance and late coming : All workmen sball be at work at the

M3blishment at the time fixed and notified undecr Stading Order 3. Work-

g attencing late shall be liable to the deduction provided for in the Pay-
0f Wages Act, 1936 (1V of 1936).

R
D5

< AN .
e o ding Order 2-4 added by the Industrial and Comreercicl Employment {S1anding
5 Orders) (Amendmenty Act. NNIIT of 1973, 5. 6 (b),

[+ 2]
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8. Leave : 15[(]) Holidays and jeave with pay s-ha]] be allowed ,
hereinafter specified ;

(a) Annual holicdays. fastivai holidays, casual leave and sick lgave
provided for in Chapter 1V-A of the Factories Act, 1934 (XXV o
1934), and

(8) other holidays in accordance with the law, contract, custom ang
usage.] .

(2) A workman who desires to obtain leave of absence shall apply (g
the employer, who shal} issue ordars on the application within a wesk of
its submission or two days prior to the commencement of the jeave appiied
for, whichever is earlier, provided that if the leave applied for is to com.
mence on the date of the applicaticn or within three days thereof, tie or.
der shall bs given on the sams, If the leave asked for is granted, a leave

recorded in writing ia a register .
the vorkman so desires, a copy of the entry in the register shall be suppli-
ed to him. If the workman after proceeding on leave desires an extension
thercof he shall apply to the employer who shall send a written reply either
granting or refusing extension of leave to the workman if his address is av-.
ailable, and ifsuch reply iz likely to reach him before the expiry of tks
leave originally granted to him.

(3) & (4) Oumitted by the Industrial and Commercial Employmen: (Stan
ding Orders) Amendment Acty XXiIl 0f 1973, 5. 6 .

e).
9. Casual Leave : Omirted by Industriol and
(Standing Orders) (Amendment) Acr, XX711 of 1973,

10. Payment of wages : (1) Any wages due to the workman but not
paid on the usual pay day on account of their being unclaimed, shall b
paid by the employer on zn unclaimed wages pay day in each wesk which
shail be zotified on the notjce boards as aforesaid, ’ -

“?) All workmen shal] be paid wages on a working day before the ex-
piry of the 7th or 10th day after the last day of the wage period, in respect
of which the wages are nayable if the total pumber of workmen employed
in the establishment is 1,000 or less or exceeds 1,000 respectively, K

16{10-A. Grovp incentive scheme : (1) In every industrial. establishment
which is a factory and in which fifty or more ‘workmen are employed
there shall be introduced from such date as may be specified by the Provir
cial Government, ificati i

Commercial Emplo ymert

greater production to groups of workmcni‘
] i manner in which
the performance of different groups of workmen, whether in thc same sec:
tion, shops, department or shift or in different sections, shops, departments
or shifts, shall be evaluated.

(2) The incentive shall be in the form of additional wages or addi
tional ;leave with wages or in both such forms to the members of tht
group of workmen whose production exceeds that of “he other groups of
the_average of all the groups. The incentive shall be according to su:?

-

——— . -5

15. Sub-szetion (1), subs.by the Industrial ang Commecjal Employment (Standing oré
ers) (Amendment) Act, XX1I1 of 1973, y
16. Standing Order 10-A

added by the Labour Laws (Amendment) Ordinance, Ix‘.i
1972, Sec. 2 and Sch. . ‘

._.-‘. o

£[5.0s. 10B-10C] I'&C.E. (S.0) Ord., 1968 67"
:E;.-.gl;:s as may "= prescribed and shall be related to the extent of the excese
{production achieved by the group with the best performance.]

gi_;d;_uu{]o.B. Compulsory group Insurance: (1) The employer shail have
3 the psrmanent workmen employed by him insused against 18[natural
‘death and disability and] death and injury arising out of contingencies
.pot covered by the Workmen's Compensation Act, 1923 (VIIT of 1923), or
tbe 19[Provincial] Employess’ Socjal Security Ordinancs, 1965 (Ordinance
ZNoiX of 1965). i

=21.(2) The employer shall in al cases bs responsible
ftke amount of premia and for al administrative arrangements whether
fcarried out by himself or through an insurance company.

ffff’_"._. (3) The amount for which each workman shall be insured shall not be
esg than the amount of compensation spccified in Schedule IV to the

f_Workmcn’s Compensation Act, 1923 (VII] of 1923)].

#[(4) Where tie employer fails to have 2 permanent workman employ-
ed by him insured in the manner laid down in claysss (1), (2) and (3) and
Such-:workman suffer death or injury arising out of contingencies
‘meationed in clause (1), the employer shall pay, in the case of death, to
the heirs of such workman. or in the case of iojury, to the workman, such

sum of money as would have been payabls by the insurance commpany had
guch workman been insured.

for the payment of

=i:(5) All claims of a workmen or his heirs or recovery of money undesr
_Eg!gu_s,c. (41 shall be settled in the same manner as is‘'provided for the deter-
‘Mination and Tecovery of compsensation under the Workmen's Compensa-
.gon Act, 1923)].
1*2% 210 -C, . Payment of bonus :
any-year shall pay

(1) Every employer making profit in
within ‘the three months of the closing
! bave been in his employment in that
Jear for a continuous period of- not less than nioecty days a bonus in
gd.ltl.on to the wages payable to such workmen. .

3-%54(_2_) The amount of the bonus payable shall—

ﬁ&:(ﬁ)'if the amount of the profit is not less than the aggregate of one
2%:s::. month’s wages of the month’s wages of the workmen employed, be
=453 . amount cof suck aggregate, subject to the
a’?’,ﬁ-’_mulmum o'f thirty per cent, of such profit. ) .
Sncllllustration 1: If the profit is Rs. 1,20,000.00, and the aggregate of
0¢'month’s wages of the workmen is Rs. 30,000.00, the amount of bonus

§ {_%b_lc shall be not less than the aggregate of one month’s wages, that

fRautay, Rs. 30,000.00.

F .
[ g e .

th_i,i”{ustratiaq 2: If the profit
&a2uth’s wages of toe workmeca is

Bt -

S o
@ig%admg Ordcsr }110-3 added by the Labour Laws (Amendment) Ordinance IX of

» S.2and Sc
B9The 'y Labour Laws (Amcndment) Act, XI of 1976,
Adaptation of Laws Order, 1V of 1975,

is Rs. 33,000.00 and the aggregate to ons
also Rs, 30,000.00, the amount of bonus

! Yy the
?‘:lns:&y Jbe Federsl

by the Indusirial and Commercial Employment (Standing Orders Amesnd-
:'E‘-’sgf‘") Act, XLVII] of 1974, ploy 8 ) (Amen
F‘é‘. nldngicig Order 10-C added by the Labour Laws Ordinance, IX of 1972, Sec. 2
3 . :

TA8ubs, for the word tin by Act XXIII of 1973 S, 6 (c)(i
:‘c.-f_muuraxion added by Act, NNIII of 1973, Sl

et


http:30,000.00
http:33,000.00
http:1.20,000.00

P2yable shall be not Jess than thirty per cent. of the prodit, that is to say,
Rs. 9,000,00 3.
(6) If tke amount of the profit is less than the aggregate referred to in
paragraph (a). the amcunt of bonus payable shal] be not less than
filteen per cent. of such profit. .
(3) The bonus payable to a workman entitled thereto under
clause (1) shall bear to his monthly wages the same proportion as the toial

bonus payable by the employer dears to the aggregate of the wages rejerred |

to in paragraph (a) of clause (2) and shall be paid either in cash or ip
N.LT. Units of equivalent value at the-option of such workman,

(4) Nothing in this section shall be deemed to affect the right of any
workman to receive any bonus otber than thar payzcle under clause (1) tc
which be may be entjtled in accordance with the terms of his employment
Or any usage or any setilement or an award of 2 Labour Court established
under the Industria] Relations O:dinance, 196y (XXIII of 1969).

Explanation : For the purpose of this section—

(a) “N.I.T. Units" means the Upits referred to in the Nationa]
Investment (Urit) Trust Ordinance, 1965 (VII of 1965) ;

(b) **Profit” means the “‘net profits’” as defined in Szction §7-C of the

Compensation Act, 1913 (Vi of 1913) ; and °

(¢) *‘wages” does not for the purpose of calculating the bonus payable
10 a person under clause (1), include the bonus referred to in
clause (/) of Sec: 2 of the Payment-of Wages Act, 1936 (1V of
1936). : . " - :

11. Stoppage of work : (1) The employer may, at any time, in the
event of fire, catastrophe, break-down of machinery or stoppage of power
supply, epidemics, civi] commotion or other cause beyond his control,
stop any section or sections of the tstablishment, wholly or partialiy for
any period or periods or without notice.

(2) Inthe eventof such stoppage during working bours, the workmen
affected shall be notiﬁcd.by notices put up on the notice board in the

If the period of detention does not exceed one hour,'the workmen so
detained shall not be Paid for the period of detention. If the period of
detention exceeds one hour, the workmen so detained shal] be entitied to
receive wages for the whole of the time, during which they are detajped
as a result of the Stoppage. In the case of piece-rate workers, the
average dajly carning for the Previots months shall be taken to be the
daily wage, Whenever Practicable reasonable notice shajj be given of
resumption of normal work.

H[(3) In cases where workmon are laid-off on account of failure of
plant, a temporary curtailment of production or any stoppage of work for
Tcasoas mentioned 1o clause (1), they shall be Paid by the employer an
amount equal to one-half of their daily wages during the first 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,

24. Clause (3) subs. by the Iadustrial and Commei cial Employm=nt (Standing Orders)
(Amendment) Act, XX11I of 1973,

(o o —eeamaay 1&C B (S.0)Ord, 1968 6o

their services may be termipated after giving them due notice or pay in
lieu thereof ] :

(4) The employer may in the evept of a strike affecting either wholly
or partially any section or department of tle estabiishment close down,
either wholly or partially, such seztjon or department and any other
section or department affected by such closing down., The fact of such
closure shall be notjfied by notices put on the notice board ir the section
or department. concerned and in the time-keeper's office, if any, as soon
as practicable. The workman concernad shall also be notified by a general
notice, prior to resumption of work, a; to when work wil] be resumed,

25[11-A. Closure of establishment Notwithstanding anythiog con-
tained in Standing Order 11, no emplover shall 27[terminate the employ-
ment or more than 50 per ceunt. of the workmen or] close down the whole
of the establishment withou: Prior permission of the Labour Court in 1his
behalf, exzept in the event of fira, Catastrophe, stoppage of power supply,
epiderajcs or civil commotion.

Explanation : +Ciose down’in thijs Standing Order ipcludes lay-off of
workmen beyond 1. urteen days where such lay-off results in closure of an
establishment but does not include jock-out declared, commenced of
continued .in accordance with the provisions. of the Indus:ria! Relatjons
‘Ordinance, 1969 (XXI111 of 1969)]. ’ _

212. Terminaticn of empluyment : (1) For terminaiing eraploy-
ment of a permarnent workman, for apy reason other than misconduct, one
month's natice shall ba given either by the empioyer or the workmun,

One month’s wages calculated on the basis of average wages earned
by the workmanp during the last three montds shall be paid in Jjeu of
notice,

(2) No tempoiary workmen, wkhether monthly-rated, week]y-rated,
dajly-rated or piece-rated, and no probationer or badli, shall be entitled
1o any natice if his services are termipated by the employer, nor shall any
such workman be required to give any notice or pay wages in liey thereof
to the employer if he leaves employment of bis own accord. :

(3) The services of 2 workman shall not be terminated, ner shal] a work-
man be removed, retrenc ed, discharged or dismissed from s:rvice, exc-
¢pt by an order in ¥riting which shalj explicitly state the reason for the
action taken. In case a workman is aggrieved by the termination of his ser-
Vices or removal, retrenchment, discharge or dismissal, he may ?f[take ac-
tion in accordance with (¢ provisions of] Section 25-A of the Industrial
Relations Ordinance, 1969 \AXIIL of 1959), and thercupon the provisions
of the said section shall apply as they apply to thé redress of an individuz]
Brievance,

() Where tha services of any workmen are lerminated; the wages ear-
Tned by him and other dues, including pPayment for unavailed leave as de-
fined in clause (i) of Standing Order 8, shall bz paid before the expiry of
the second workiog day from the day on which his services are terminated,

———

: 35- S.0.11-4 added by the lndu;(rial and Commzrcial Employmznt (Standiag Ordery

(Amcndmem) Act, XXIIT of 1973, S. 6 (g).
26 laoserted by the Labour Laws {Amendment) Act, XI of 1976. .
27, 5.0.312 subs. for 1he original by the Latour Laws (Ameadment) Act, V of 1972,
28, Subs.by (he Industrial apd Comniecial Employment (Standing Orders) (Amend-



. {3) The services «f a permanent or temporary workman shail not be
termirated on the ground of misconduct otherwise thaa in the manner pre-
scribed in Standing Order 15. . -

(6) Where 2 workman resigns from service or his.services are termina-
ted by the employer, for any reason other than misconduct, he shall, in
addition to any other beacfit to which he may be entitled under this QOrdi-
nance or in accordanc: with the terms of his empioyment or any custom.
usage or zny settlement or an award of a Labour Court under the Indust-
rial Retations Ordinance, 1969 (XXII[ of 1969). be paidgratuity equivalent
to *[twenty] days* wages, calculated on the basis of the 3% wages admissibie
to him in last month of service if he is fix=d-rated workman or the highest
pay drawn by him during ths last twelve months if he is a piece-rated
workmao] for every complzted year of service or any part thereof in excess
or six months :

Provided that, where ths employer has established a Provid=nt Fund
to which the workman is a contributor aud the centributior of the emplo-
ver to which is not less “than the contribution made by ths workman. no
such gratuity shall be payable for the period during which such Provident
Fund has been in existence.

(7) A workman shall be entitied to receive the amount standing to
his credit in the Provident Fund, including the countributions of the emplo-
yer to such Fund, even if he resigns or-is dismissed from service 31[xxx].

37{(8) Where a workman dies .while in the service of the empleyer, hiz
dependant. shall be paid gratuity in accordancz with the provisions of
clause (6) :

Provided that no payvment of gratuity io such cases shall be made other
wise than by a deposit with the Commissioner, who shall procsed with
the allocation of the deposit to the depsadant of the deceased in accord-
ance with ths provisions of Section 8 of the Workmzn's Compsnsation
Act, 1923 (VII of 1923),

(9)_If the employer fails to d=posit the amount of the gratuity under
clause (8) the dependant of the deceased may make an application 1o the
Commissioaer for ths recovery of the amount thereof.

Explanation : **Commissioner” and “depsndant” in this Standing
Order shall have the same ™meanings as are respsctively assigned to them in
the Workmen’s Compensation Act, 1923 (VI of 1913)).

13, Procedcore for retrenchment: Where any workman is to be retren-
ched and he bslongs to a particular category of workmen, the employer
shall rerrench the workman who is ths last person employed in the cate-
gory. . .

14. Re-emplument of retrenched workmen: Where any number of work-

co are retrenched 2nd the employer proposes to take into his employment
iany person within a period of one year from the date of such retrenchment
he shall give an opportunity to the retrenched workmen belonging to the
category concerned, by sending a notice by registered post to their last
known addresses to offer themselves for re-employment, and they sha]l have

29. Subs.for *“fifteer* by the Industrial and Commercial Employmet (Standing Orders)
(Amendment) Act, XXI1II of 1973,

30. Subs.by the lndustrial and Commercial Employment (Standing Orders) (Amend
ment) Act, XXIII of 1972, .

31, Certain words omitted -y the Industrial and Commercial Employment (Standins
Orders) (Amendment) Az XXIII of 1973, -

32, Clauses (8) and (9) added ibid,

SN
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preference over the persans, each haviag Priority occording to the lenpth
of bis service under the employer : . -

33 Provided that, in the csse of a $°230ual tactory wiilin the meaning
of Section 4 of the Factories Az, 1934 (XXVof 1954). a workman wno
was retrenched in one seac-a and reports for duty within ten days of the
resummption of work in .ne factory in the immediately following season
3d[shall b= given pref-reace for employment by the employer] : S

35[Prov:dcd_furthcr that, in the case of such a seasonal factory, the
employer may by sznding notice by registered post to the last known
address of a \yurkman_who Was retrenched in one season require him to
repert on a cay specified in the notice, not being earljer than ten davs
belore resumrption of work jr such factory, and if such workman so rcpor-ts

he shall be r.iven preference for employment i
fay be reprite] ployment and paid full wages frocm the

1d.Us, 14AT10]

35[14-,1_. Specizl provisions for construction workers : Where any
workman. is retrenched or discharped by a contractor or any employer
cogaged in (he construction industry due 10 completion, cessation, dis-
continuance of work, he shall ba given prefersnce for cmp’]oymcnt iE’l any

other simila- work undertaken by 1he contractor or eruployer within a

_Period of one vear from the date of such retrenchment or discharge :

. Provided tLat where a workman s re-employed within one month of
! 5 rctrcncpmcnt ar discharge, .he shal] be deemed to have been in conti-
'.).uous service of 1he contractor or employer notwithstanding the inferrup-
1on caused by his retrenchment or discharge but po wages shall be paid

'to him for the period of izterruption.

I5. Puaishments : (*) A wcrtman mav b i i

u its ;{1 or Y be reprimaonded or fined in

tjggsiuannm prescribed under the Paymeni of YWages Act, 1935 (1V of

o l.]uplo three paisa in the rupee “of the wages payable to him in a
onth, for any of the following acts or omissions, pamely :(—

(i) in cases where the Payment of Wa k i
) 2 > Payn ges Act, 1936 (IV of 1936), is
applicable, the list of acts and omissions for which fine may be

“levied shall be same as a :
: pproved by the Chief
Factories or any other officer conccrnady; 1¢ Chief Inspector of

T pean .
) l.n Other cases, the fellowing shall be Jjst of acts ard omij:siocs—
(@) disregard or disobedience of rules or orders ;

((b) lmproper bebaviour, such as drunkenness ;
(e . . .
(€) making fajse or misleading statements :

d\ '. -
( R .uc-fﬁcx_x:t, dilatory. careless or wasteful working ;
(el_mamlingcring.

(2) A Workman fOUll i V “l. c fod [) e 1o an‘
i d ul]t Of i y
:.‘ r ” ¥ i A :g )’ 153 ODdu-! Sha]] bc ]]n l }

: () ﬁllc in the manper prescribed yn
Pis :936 (1v of 1933), up to three
‘:_, payable to him in a monto ;
Pro:_ ; iy ' »
Fim'§2h“dd°d by the Labour Laws (Amendment) Ordinance, IX of 1972. Sce. 2 and

’Subs, “ae "
cconcrjorr’ros‘,'}félf&i??f'?ﬁ,‘d, 3}’ the Labour Laws {Amendment) Act,-V of.1972.
rders) (Amendmeny) Act, XE\’F”U;:’I-;;']M,agd 3Commcrc:al Employment (Standing

Slanding Order 14 .
i -A added i & i
landing rders) ¢ mcndnfcmt)," éac-\_'\[l}?lui‘t;nlagl?fn.d Ceremercial Employment

dcr.thc Payment of Wages Act,
Palsa in tae rupee of the wages
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exceeding one year ;
(iif) reduction to a lower post ; or
(iv) dismissal witbout payment of any compensation in lieu of notice.
(3) The following acts and omissions shall be treated as mis-
conduct—

~ s

(a) wilful insubordination or disobedience, whether alone or in
combination with others, to any lawful and reasonable order of a

superior ;
(D) theft, fraud, or dishonesty in connection with the employer's
business or pronerty ;
(c) wilful camage to or loss of =mployer’s goods or property ;
(d) taking ~r giving bribes or any illega! gratification ;
(e) bab’:uaf absznce without leave or absence without leave for mors
th2n ien days : .
{ /) babitual late attendance ;
(g) habitual breach of any law applicable to the establishment ;
(1) riotous or- disorderly behaviour during working hours at the
establisbment or any act subversive ol discipline ;
(i) habituzi negligence or neglet of work ;
(j) frequent repetition of any act or omission
clause (1) ;

(k) striking work or inciting others to strike in contravantion of the
provisions of any law, or rule having the force of law ;

refarred to ia

(1) go-slow.

{4) No order of dismissal tchall be made uniesss the workmin con-
cerned is informed in writing of ihe alleged misconduct 37 within one
month of the date of such miscor.duct r of the date on which the alleged
misconauct comes to the noticz of the employer’s] and is giver an oppor-

- lunity to explain the circumstzncus alleged against him. The approval
of 38[the employer shall bs required in every case of dismissal} and, the
employer shall instituts indenendent iuquiries before dzaling with charges
against a workman : .

3%[Provided that the workman proceeded against may, if he so desires
for his assistance in the enquiry, cominate any workman cmployed in that
establishment and the emplover shall allow the workman so nominatsd
to be present in the enquiry to assist the workman procseded against aad
shall not deduct his wages if the enquiry is held during his duty hours.]

(5) Where, for the purposes of conducting an inquiry into the alleged
misconduct of 2 workman, the emplover considers it necessary, e mayv
suspend the workman coocerned for a period not exceeding four days at a
time °/[so, however that the total period of such supsnsion 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 undzr

J7. Inms. by the Labour Laws {Amecadment) Azt, X[ of 1976.
33. Subs. by the Industrial and Commercial Emplovment (Standing Orders) (Amond-
s r'n:nt_\ Act. XK!'U of 1973.
e~
—_

"Section 40 ol the Incustrial Relations Ordinance, 1949 (XXII

. The order of suspznsion shall be jn writing . and ’may la(lf; .f:ﬁ'cocft li?nsxi)g:
:ibx:tclzoor?_mdac;wg;y to Lh; whorllfmban. During. the pzriod of suspension

- - work -coBceroed shall be paid by the employsr subsistance

- allowance of Dot lzss than fifty per centum of the wages. yIf ths;: g's‘oli'ltcn?ag
is ft_:u(;ldrnot guilty, he shall be deemed to have besn on duty during the
peTio¢ o. suspension and shall be entitled to the same wages as he would
have reczived if he had not baen suspended. ’ i

e 1€. Eviction from residential .accommadation : (1) Notwithstanding
provisions of anv law for the time being in force, including those of
the Urban Rent Restriciion Ordinance, 1959 (VI of 1959), a workman
occupy:ng rcSld;nt:aI accommodation provided bv his emplover, who has
fc;lgEthor‘hfcnrcd or has been retrenched, di'schargcd or 'disr'nisscd or
:'.tg; s..rv-x...-s have be=n terminated, shall vazcate such aczommodation
ithin 2 psriod of %o months from the date of his retrenchmeant. dis-
missal or termination of services, as the case may be, provided that in
casc’.ot' re;instatement of the workman, the employer shall be bound to
proy ‘cdc him with similer residential accommodation from the date of such
TC"DJ‘?‘FHJCM_ Or pay bim per mensem an allowance in lieu thereof at the
rate ol toree times the wages of the last full working day,

or vs('glsc”sir:,iir.km;n:-who has bzen retrenched, discharged or dismissed,
premises provvidcasb 'af: been terminated, fails Lo vacate any residential
the employer may | }dic- cmployer, within the period specified in clause (1)
having jurisdi*{ign 0dge a complaint with a Magistrate of the First Class
locates. < 13 tae area where such residential accommodation is

3 feernsa . . .
anyl}(uix)av ;Thcr Mag.;..a'.- cn hesrig the parties, may, notwithstanding
decidans s 01'3‘ 2ined in 20y other law for the time being in force, summarily

¢ casec and may pass an order of eviction, giving the workman a

- reasnnable tims to vacat= the premises.

4 - -
(4) Whers a Magistrate passes an order for the eviction of a work-

m “ . .
.'wgn?}zrg:nm;—{d zlgc? p'aélsf an order dn‘cc}mg a potice officer to evict such
residential laccomyl 0lasr person occupying through such workman the
‘made, if he wodation ip respect of which the order of eviction is

» ¢ Workman o such other person fails io vacate the accommo-~

da.f-lOD Witlhin the time a}iowed under clause (3).

- \ . .
E.é!aus(cSIG A R}olxcc ofﬁ‘c-.r.- acting under an order of the Magistrate under
: )» ihall notify the occupants of the premises in question, the

;?:r::?:i O’fjéhehl\%aglstrat:'s order and his intention to enter on such
Vacate th’c' "r;_ al] all.::.w at I;ast two bours’ [imc‘ to the occupants to
and femare g:‘::u lics 2nd shal'l give 2ll r=asonable facilities to the children
force for k;— p 'Dls.' 10 any, to witbdraw thcr:.from before applying any
: taxing over the possession of such premises.

t big) b)\'vth;:c: w?n':nz:-.n occupying residential accommodation provided
0g Ordey sha] mployer dies, the procedure prescribed in this Stand-
o eviet: o ': muiatis rmutandis and so far as applicable, apply,
WOrkman any persom, who was occupying the premises through such
e D, and after his dzath continues to remain in occupation thereof.

gérllg-u'?rondcnt Fond : {Omitted by the Labour Laws (Amdt.) Act,

o

18, Grievance Procedure

ddinance. |y or o ¥[Omiitzd by the Labour Laws Amd:.



tce $ t worke.
19. Certificate of icrminaﬁpn of :;:ﬁr:;:: a:t tE:cxgmsc;?x&gcgismis“l’
ball be entitledto a service cer \
tri%::h;rgc, retrenchment or retirement from service. . i end
0. Liability of empolyer: The employer g an Jndusiria’ end
comr?ac'rcialx esiablishment shallf p;rsg::al:j};n:corh;grs n\:;gcthcr ¢ for the
i ] observance of the Stan s O
giroorll)cct;ca: gffztl]?h&::stablishmcnt are employed through costractor
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(PROCEDURE AND FUNCTIONS; REGULATIONS, 1973
Islamabad,-the 18th April, 1973

S.R.0.5:6 (I/73.—In excrcise of the powers conferred by section 22F
of the Industrial Relations Ordinance. 1969 (XXI[II of 1969), the National
Industrial Relations Commission, with the prior approval of the Federal
Government, is pleased to make the following regulations relating to its
procedure and tke parformance of its functions namely :—

CHAPTER 1
PRELIMINARY

1. Short title and commencement.—(1) These regulations may be
called the National Industrial Relations Commission (Procedure and Func.
tions) Regulations, 1973. o

{2) They shall come into force at once.

2. Definition.—(1) In these regulations unless there is anything re-
pugnant in the subject or context,—

(a) “Bench” means a Bench of the Commission or, as the case may

be. a Full Beoch of the Commission, copstituted under section
22B;

(b) “'Chairman” means the Chairman of the Commission and inc'u-
des the Senior Member nominated by him tc perform the func-
tions, and exercise tbe powers of the Chairman during his
absence ; -

(¢) *Commission’’ means the National Industrial Relations Com-
mission constituted under section 22A and includes a Beach ;

(d) *“form” means a form appended to these regulations ;

(¢) **Ordinance” means the Industrial Relations Ordinance, 1969

(XXIII of 1969) ;
(f) “*Registrar” means the Registrar of the Commission appointed
under regulation 6 and includes the Deputy Registrar of xhc_‘

Ccmmission so appointed : 3
(g) **Secretary” means the Secretary of the Commission appoin!cd."

under regulation 6 ;
(h) **Section’ means section of the Ordinance ; and

(i) words and expression used but not defined in these regulatiof
shall have the same meanings as in the Ordinance.

CHAPTER 11
ESTABLISHMENT

Head office.—The Commission shall have its head office

Islamabad.
4. Bench offices.—(!) For tke purpose of efficient performance of
functions, the Commission may set up offices of its Benches in cach P!
vince under the supsrvision and control of the Sccretary of the Lab¢

Department of the Province concerned.
348

3.

-

<
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5. iine ol v .
office of:\};’:rémo h?ur's and bolidays.—(a) Subject to regulation 7 the h
a5 are oo omm:ssion shall observe suych working hour d o
served by the Federal Government at Islamabad : a;dan holidays

(6) Each Bench office shall observe such v:'orl'ing bours and hol.

days as are ob
. served by th fnal
Province concerped. ¥ the Frovincial Government of the

6. Offic
by 9 R S () The el Govennmens o if s
more Registrars of the Cohlmisgic;n. } Secreiary, a Registrar and one o

(2) The i .
as he COnsidc(i??;:man may aproint such other stzff for the Commissic
function cessary and cach member of tha staff stall zission
§ as may be assigned to Eim, N all pzrform such

7. Place and time of sittings of Benches. —Ths sittings of each B h
f enc

5 - l at suc - ]
ha“ b hC d L) h «JImes, da an p ‘
)S d ]aCCS as lhc Chall man Ol‘, Sub ect

Provided that no sitting shall be held on a holiday urless the Cha;
[ e

n ) - p -
ma Or, Sub cct to h]s QCDCIdI CODUOL th Bcnch thlnLS It ex Cdlcnl Lo

to do.

CHAPTER 111
REGISTRATION

8. Application f i i
] ) or registration. -(1) Everv icati i
lon of an industry. wiss trade union shgx% be izlszo?;p{ic:’t'nn for registr-

(2) Every application f i ;
. OT registration of a fedarat; .
rade : PR | a legsration o wiea
unions or a federaiion at the natjo-al level shall be in {-;g?;i‘%.\-.x..,

9. Certifica i i
cetiny o rc;élﬁ:'hit; of' reg:sllrxinou —The certificate of registration under
sued in foo st clause {d} of sub-section (§) of section 22A sha‘.l‘ L
: under the signature of the Registrar., A

10, p 33 i
o o ;gcl;ocgur: fl'cc:jr Frchstrnnou.—For the registration of ag incustry-
national Jemion: 2 & eration of such trade uaions and a federation at the
Chapier forsh t‘l‘-:- 0?11111551011 shall, subject .10 the provisions of this
Vation of o LoW the :prc.c..durc laid down in the Ordinance for the rc"'r.b
| 4Gc union or, 2s the case may be, a federation of er::c?

Provided that, if an applicatj istrati : )

,‘gyc:::ziico::r:ldrcvgri:%icz il':igx]'lactai:;g%gg;crlfgllrsa:;ii[:.lc;l?orlli l(l;?dac fk;?:.!:rr:)lliigguf:
!Ppointed under secijon lZasthEr:"lc;PSJ}' i r:gisg:rcq oy the RCgEs”;;
:lcopy of the certifizate of ;cgistr‘:ft?c:;aiisﬁ:?;ltlos:}lbm” with the applicaticn
s-ndclrls.ubix;té:;igiczgizrszsgfgt tosxhc Prqvisions of section 658, an appeazl
Ssion shall be preferred ;}ct)l?in’si;f;aganfs 1-0 fhe fuactions of the Com.

(a) from the date of the o i {
T ] a he order rejecting an ap licati nio 1
3 . (o] o .
tion, il the appcal Is Prcrcrer againsl sucbpc.'dcr M for resisra.-

b ; i i :

(&) s{x:(;{?oxnh(cll)ascl)rd;ytp“h; PF“%d of fiftecen cays provided in sub
. AN ection 8, if the appeal .is prefe Lt 1
Gety in dismac tCtion ,.n,-\m-,—.:;,\nefc-k:- “}:‘__'.l.rrcd ag:jn.. th

——liad



H- -
i days as provided in
ay of the period of three d d
© fr%ﬁctggbzias(;)dofyscction 8, if the appeal is eicfcl;;g:ihiﬂgza‘x‘lnc:}:
stl}ic- delay in issuing a certificate of registraticn wi
eriod. . o -
12 Mf:intenance of registers etc.—(1) An applxc?‘tlxg,r? for the member
ship of an industry-wise trade unioxn shall be in fO{'m d. on of such
2) Every registered industry-wisc.tradc umonil fe g:;‘:.a;s_
t dc( 13nions and a federation at the national level shall mai .
ra

i i in form *'E" ;
a) a list of its members in .
o register in form “F* showing the partxcular;f og th.c monthly
@) :ubsct':riptions paid by the members and arrears, if a yb, i and
{c) printed receipt books in form "Q_“ which shall be on
of which— - .
(i) every page snall be serizlly numbered, end ;
i hall be maintained ;
(if) en account s . ceipt 2nd expen-
t book in form **H’ showing the receipt 2 2
@ z:l?t:::m\lv%ich shall be bound and of which cvery pagc‘shall be
serially numbered ; and ) . '
(¢) a2 minut~-book, which sha]l be bound and of which every page
il shall be serially numbered, wherein shall be entered— |
(i) the date, place and time at which a mesting .of the genera
body or the exccutive of the trade ution is held ;- t
(i) details of all points discussed and all resolutjons passed a
such a meeting ; and ' .
iify in case of a meeting of the gaperal body the apgroialt]xucl;:
() mber of workmen who attended the meeting an fase
2}1 mesting of the executive the names and signatures o
officers who attended the meeting, . .
No minutes entered in a minute-book referred torx_n p:ga[;;;at%c
(e) g%)clagxc (2) shall be valid until ttpcy htg.l:': ul::f:;: hc:::i;;n%ccn y
idi be subsequent meseting a i
pcrsloonudﬁ;c.alf”slﬁcit éznccfiungscgnd the consent of all persons present at the
out L
=eting having been obtained. . -
e Limit of members of the execative.—The maximum hmﬁ'nl;ccr 2:
:73.:'5 otl'Tl;c exccutive of an industry-wise trade union sha
rmemoe o4
specifisd below — . o
' Where the number of workers employed in the establishmzat o
industry is

(1) not more than.— Number
50 g
100 "
200
300 }115
400 14
500- e
600 - 5
1,000 . 55
5,000 P>
) © 10,000 or more

2714

Provided that, in addition (o the members whose nixmbcr is specified
in the above table, there shall be 002 member of the executive from

. amongst the workers employed ip cvery establishment of the industry,

14. Register of industry-wise trade unious, etc,
maintain a register of industry-wise trade unj

_register of federations of such trade upjops and fe
Jevel in form «

—The Commission shall
ons jn form <) and a
derations at the national

15, Anaual Refurg —The annual return to be furnished by a registered
jndustry-v.vxsc trade union, a registered federation of such trads unions
and 2 registered federation at the nationa] level shal] be submitied to the
‘Registrar by the 30th day of April cach year and shall be in form K",

CHAPTER 1v.
COLLECTIVT: BARGAINING AGENT

1[-16.. Procedure.—Fo; the purpose of de
Bargaining Agent 2mongst the registered industry wise tzade unjons, fede-

'rations' of such trade unions and the federations” ap the natioga] Ievel, the
Commission shzll follow the Procedure us under :—

lerminipg the Collective

() Sl:'ppl__v of list of members.—The tradc unions applying for deter-
mination of Collcct{vc gargaining Az=nt sha)| submit Jisy of
, their members showing in respect of ecach member, his parent.

c s cot and the Place where he is
cmployed, bis ticket number and the date of his becoming a memy,-

() {-‘i.\'ing da{e and Place for ballot.—The Commission shajj fix the
catc and time during which the ballot shall pe held under intj.
mation to the contesting trade union and -he employer ;

Provi.d:d that the date or time so fixed Tay be postponed by the

ommission if for Tcasons to be recorded in Wwriting the balot
N cannot be held ap such date or tima,

: (3) Allotmen; of symbols, —The Commission shall, after consultation
With the duly authorj;ed representatives of the contesting trade

unions, aljot different symbols to tae ¢ontesting trade unions
for the ballot :

Provided that it case of a dispute between the contesting trade

77 unions aboyt allotment of sympoys the decision of the Commis.

=% 510D sha]] be final apd binding on al} the contesting trade unions ;

Provided further that if a union fails to indicate the symbois

2+ fhe Commissigp may aliocate any smbo] 10 Such union and jis
decision shall be fina] and binding on the Union ;concerped

&) Form of ballo: paper.—The votes shall be cast b
Faper which shal] pe in Form ‘L',

%) Sugplg' of ballor boxes.—The cmployers shalj provide to the Com-
G IIssion at least three days bzfore the ballot as many wooden
0Xes as may be required by it which shall be of the sjze 25 speci.

Y means of a baljot
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(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
buallot for that polling station on the basis of the list of voters
already verified.

(7) The number of polling booths.—Thke Commission shall decide the
number and location of the booths to te 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 votes
by post in accordance with the procedure laid down for such
postal ballot by it. .

(8) Appointment of Polling Officers and Balloting Oficers, 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 zil such duties
and exercise all such powers as are assigned to them by the
Commission. :

(9) Appointment of polling agents.—(a) The contesting trade unions
may apnoint one polling agent at a time for each booth ang give
notice thereof to the polling officer half an hour bzfore the com-
mencement of the polling :

Proviced that failure to nominate an agent shall not delay ths
commencement or affect the conduct of the ballot:

(b) The polling agents wiil witnsss the voting and assist the polling
officer in indentification of voters.

(10) Commencement of ballot.—Before commencement of ballot the
Polling Officer shall, in the pressnce of all the polling agents,
satisfy himself that the ballot box is empty and thereafter saal the
ballot box in the presence of the polling egents and record & cerii-
ficate to this effect in Form ‘N’.

(11) Identification of voter:.—The Polling Officer may require the voter
to produce evidence of Identification as required by the Commis®
sion before issuing the ballot paper to him, -

(12) Issuance of ballot paper,—Ballot paper shall be issned to 2 voler
only after his name and other full particulars have been verified
from the list of voters approved by the Cummission.

(13) Marking of ballot paper and casting of vote.—(c) After a voter has
be=n issued & ballot pazper, be shall mark the ballot paper by
putting cross {X) merk on the portion bearing the namc and
symbol of the union of his choice.

(b3 The marking of the ballot paper under sub-paragraph (a) shall be
done in a szgregated area provided for this purpose in the polling
booth. o

() After marking the ballot paper, the voter shall frld and draw tbe
ballot box which is 1o bs kept bzfore the Polling Olficer.

(14) The ballot box.—{a) Oaly one ballot box shall be uszd at a tims
i~ n ralline booth.
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() If the courss of the polling. onc ballot box has been filled to
capacity and, in the opinion of the Polling Officer. can no longer
be used for polling, the Pclling Ofcer shall seal it in the manner
specifizd in sub.paragraph (b) of paragraph (15) and provide 2
new ballot box in the manner laid down in paragraph 10.

(15) Commencement and closer * of ballot.—(a) No person shall be
giver the ballot paper before or after the hours fixed for
ballot, sxczpt those persons who arc within the polling booth at
the closing time who shall bz given the ballot papers and allowed
to vote. :

After all the persons present within the polline booth at the
closing time have cast their -votes, the Pclling Officer shall forth-
with seal the opening provided for dropping the baliot paper In
the ballot box in the presence of the polling agents asd will racord
a2 certificate to this effect in Form *O".

(16) Unsealing of the ballor box and counting of votes.—(a) After the
ballot box has been scaled under sub-paragraph (b) of paragraph
(15), the Poliing Officer shall unseal it in the presence of the
polling azents and record a certificate to this effzct in Form ‘P’
Provided that the absence of a [polling agent shall pot 2ffect or
delay the unsealing of the ballot boxes.

(b) Aftar tb= ballot box has bsen uascalled under sub-paragraph {a),
the Polling Officer shall, in the présence of Polling agents, count
li= voles and rccord the result of counting a'ongwith a certificate
in Form "Q" duly signed by thc polling agents.

(b

~

(e} If a poiling agent refuses 10 sign the result shest and tbc'ccrti-
ficate under sub-parsgraph (b), this fact shall bz recorded by
the Poliing Cfficer on the result sbeet in the presence of two

witnesses.

(17) Decision of objections.—All objections by the contesting trads
union wiethe- before or at the time of ballot shall be given 10
writing iy the autnorised represcntatives of the trade union to the
Polling Officer who shail giva his dzcision at the spot which shall
be iipal and binding on tae partics.

{(18) Invalid i-allot papsr.—The Polling Oficer shall give a decision

about Challenged votes at the spot and the decision shall be bind-
ing on tae contesting trade unlomds.

(19) Chncllerging of voies.—When a vote is chzlienged by any of the
polliag zgents during the course of the ballot a fee of Rs. 5/-
for every vote challenged shall bs deposited with the Polling
Offcer and the amount of such fee shall be paid in cash and a
reccipt in Form ‘R’ shall be issued by the Polling Ofcer who will
submit full account of the amount so received to thz Commission
and deposit the same in the Goverpment Treasury under the Head
NXXVI Misc. Department Fee under the Industrial Relations
Ordinacce. .

(20) Duties of Polling Officers.—(a) The Polling Ofiicer shall prepare
2 ballot paper account showing the number of blank ballot papers
received by him, the number of ballot papsrs tzken out of the
ballot boxes, the number of unissued and spoiled ballot papers
and prepare a certifcate in Form ‘S
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() 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 aud
other docum=nts and papers. '

(21) Declaration of Collective Bargaining Agent —On receipt of the

result from the Polling Officers, the Commission or its authorised
agent shall daclare the trade union which has recceived the hizbest
number of votes to the Collective Bargaining Agesnt in accor-
dance with clause (¢) of sub-section (9) of section 22 and issueca
certificate to this effect in Form “T".

{22) Ballo1 1o be repeated in case a union receives less than the required

(24)

number of votes. —Notwithstanding the provision; of paragraph
(21), is the number of votes received by the winning trade union
is less than one-third of the total number of workmen emplayed
rn the establishment, svch trade union shall not be declared as
Collective Bargaining Agent and the ballot shall be held afresh on
such dats and time as may be fixed by the Commission.

Provided that the fresh ballot may be held on the basis of a
fresh list of voters to be prepared by the Commission in the
manner provided in ssction 22,

Ballor to be repeated in case of a tie,—1In case the contasting trade
unions reczjve equal pumber of votes, the secret ballot shall be
beld a fresh on such date and time as may be fixed by the Com-
mission.

Procedure to be followed in case of ballot in more than one city.—
Notwithstanding anytbing contained in these regulaticns if the
tallot is to take place at more than one polling station Jocated
in different arcas in onc city or more than one cities, the procedure
for the ballot and all anciilary matters thereio may be determined
to suit the recquirements of the occasion by the Commission or
its_authorised officers under intimation to the contesting trade
unioms.

(25) Registration of trade unions during pendency af secret ballet pro-

(26)

(27)

(b)

A

ceedings.—The Commission may allow or disallow a trade union
to participate in the ballot which is registered during the pendency
of the sccret ballot proceedings. '

Code of conduct for contesting unions, during the poll.—~The Com-
mission shall formulate 2 cnde of conduct to be observed by the
contesting unions during the poll and the code shall provide for
canvassipg during office hours, slogan raising, processions, de-
monstrations, badges, exploitation of political parties effiliation
or usc of their syvmbols or signs, gencrzl body or gate mectitg,
pamphlets and banners and any othur matter on which the Com-
mission may issue direction as it deems fit.

Expenses during the poll.—(a) AV the contesting unions shali
submit a statem=nt of their accounts to the Commission as tb-Y
stood on a specified dzte and submit the account of expenses
incurred during the poll swhich shall in no case exczed the fund
shown to the Commuission. ‘

The violation of the provision of clause (a) may render the
successful union liable to be disqualificd for being dezclared as
Collective Bargaining Agent.]

CHAPTER Y
INDUSTRIAL DISPUTE

17. Appiicatios.—As application for adjudication and aetermination
of an industrial dispute shall bz in form *'L".

18. Decision by the Commission.—(1) A decision of the Commission
shall be made in writing and anoounced in public and two copics thcrco}(
<hall be forwarded forthwith to the Federal Government provided that, i
a Provincial Government is a party to the dispute, two cOPpIcs of the deci-
sion shall bz forwarded to that Government as well. .

(2) A dzcision of the Commission shall become effective on such Qatc
and remain effective for such period. pot exceeding two years, as may be
specified therein. The Commission shall specify dates from \f«'l‘-Ile{ ';b;
decision on verious demands shall be effective and the time limit Dy whic
it shall be implemented in cach case :

Provided that if, at any time before the expiry of the said period. any
party bound by a decision applics to the Commission fpg rc.duct!on‘ pf H:c
said period on the ground that the circumstances in which tbe OCCISIOHf..S
given bave materially changed, the Commission may, by order made 2 lf:cll-
giving to the other party an opportunity of being heardy, terminate the sai
period on 2 date specified in the order.

. (3) A decision of the Commission in appecal from an award of Bench
shall be affective from the date of the award. . .

(4) Notwithstanding the expily of the period for which an award is
to be efective under sub-regulation (3), the award shall coaunuc to be
binding on the parties until the expiry of two months from the date on
which cither party informs the other party in writing of its intention DO
longer to be bounc by the award,

19. Application of the Code of Ciril Procedure, 1908 (Act V of
1908).—Subject to the provisions of these regulations, the procedure pres-
cribed under the Code of Civil Procedure, 1808 (Act ¥V of 1908), in regard
to suits may be followed, as far as it can be made ap?hcab'lc, in the Bro-
ceedings for 2djucication and determination of Indusirial disputes before
the Commis+ion. : ‘

CHAPTER VI
TRIAL OF OFFENCES

20. Postponement of issue of proc:‘:ss.f—(l) The - Commission, o1
receipt of a complaint of an offence of which 1tis aulho‘nscd.lq take cogni-
zanze, may, if it thinks fit, for rcasons to be recorded in writing, postpone
the issue of process for compelling the attendance of the person complained
2gainst, and ecither epquire into the case itself or direct an inquiry or
investigation to bz made by 2 Labour Court, Junior Labour Court, a
Magistrate, = Police Officer, or such other pcrson s it thinks fit, for tae
purpose of ascertaining the truth or falsebood of ths complaint.

(2) If any ingquiry or investigation under this regulation is made by a
person pot being a Magistrate or a Police Officer, such person snallﬂ
cxercise all the powers.conferred by the Cods of Criminal Procedure, 1898
(Act V of 189S), on an officer-in-charge of a police station, exczpt he shall
Dot have power to arrest without warrant.

- (3) Aopy Court inquiring into a casc under this regulation, may, if it
thinks ft, the evidence of witnzsses on oath.
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21. Issue of process.—(1) If in the opinion of tbe Commission there
is sufficient ground for proceeding, and the case appears to be one in which,
accarding to the fourth column of the Second Schedule to the Code of Cri.
minal Procedure, 18§98 (Aecr V af 1898), a summon should issus in the frg
instance, it shall issue summons for the attendance of the accused. If the
case 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 8¢, a
stmmons, for causing the accused to be brought or 10 appzar a2t a certain
time before the Commission.

(2} Notbing in this regulation shall be deecmed to affect the provisions
of regulation 20.

22. Issue of warrast in lien of, «rin addition to summons.—The
Commission may, in any case in which jt is empowered under the Code of
Criminal Preeedure, 1491 (et ¥ of 1895}, or these regulations to jssue a
summons for the appearznce of- 2Dy persom, issue, after recording its
Teasons ib writing, a warrant for his arrests— -

(2) if, either before the istue of such summons, or after the issue of
the same but before the time fixed for his appcarance, the Com-
mission sces recasons to believe that he kas absconded or will not
ofey the summons, or

(b) if at zny time he fails 1o appzar and the summons s proved to
bave been cul)'. scried in time to admit of his appearing in accor-
dance therewith and no reasonable excuse is offered for such
failure. ’

23. Petition of complaint and copies.—In all cases irsucuted upon a
complzint in writing, the complainant shall—

(a} state in the petition of compiaint the name of tha accused, the
cubstance of =zccusation, the names of the witnesses 2nd the
rist of the evidence which he is likely to adduce at the
trial ; acd

(b) withip taree days of ths order of the Commission under regula-
tion 21 for issuc of process te the accused, file before the Com-
mission for supply 10 the accused as many capies of the complaint
and any other document which he has filed with his compiaint as
the number of the accused :

Provided that the _provisiors of his regulation shall not 2pply to any
:zse in which the complaint has been made by a public servant acting or
»urporting to act in the discharge of his official duties.

24, Charge to be framed.—Wlhen ths accused appears or is brought
ne Commission, a formal charge sball be framed relating to the offence of
vhich he is accused and he shall be asked whether be admits that he has
‘ommitted the offence witlk which he is charged. -

25. Conviction on admission of trutk of charge.—1If the accused admirs
hat he has commitied the offence with which he is charged, bis admission
fpall be recorded as carly as possible in the words used by bim ; and, if he
bows no suficiect cause why he should not be convicted, the Commissjon
say comnvict him accordingly.

26. Procedure where no such admissioz is made.—(1) If the Commis-
ton does not convict the accused under the Preceding regulation or if the
ccused does not make such admission, the Commission shal] procced lo

-
&
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bear the complainant and take all such evidenece as may be produced in
support of the proszcution, and also to hear the accused and take all such
evidence as he produce in his defence. .

(2) The Commission may, if it thinks fit, on the application of the
complainant or accused, issue 2 summons to apy witness directing him to
attend or to produce any document or other thing,

(3) The Commission may, bafore summoning any Wwitness om such
application, require that his reasonable expenses, incurred in attending for
the purposes of the trial, bs deposited with the Commission.

27. Acquittal or conviction.—If {he Commission, upon taking the
evidence referred to in regulation 26 arnd such further evidence (if any) as
it may, of its own motion. cause to be produced, and (if it thinks fit) exa-
mining the accused. finds the accused not guilty, it shall record an order
of zzquittal. or i 't finds the accused guilty, pass sentence upon him accor-
ding to law.

28. Nor-appearance of complainant.~—If the summons has been issued
oo complaint. and upon the day appointed for the appearance of the accu.
sed, or any day subsequent lhereto to wtich the hearing may be adjourned,
the complainant does not appear, the Commission may, notwithstanding
apything herein before costained, cither discharge the accused or proceed
with the case :

Provided that. where the complainant is a public servant or a work.
man aod his psrsopal atiencdance is not required, the Commission may
dispense with his atiendance, and procezd with the case. .

29. Withdra‘val of complaint.—If a complzinani, at any time before
2 final order is passed in any case under this Chapter, satisfies the Com-
mission that there are sufficient grounds far permitting him to withdraw his
complaint, the Comamission may permit him to withdraw the same, and
shall thereupon acquit the accused.

30. Power to stop proceedings.—If any case instituted otharwise than
upon complaint, the Commission may for reasons 1o be recorded by it, stop
the proceedings at any stage without Frooouncing any judgment, cither of
acquittal or conviztion and may thercupon release the accused.

31. Applicaiion of the Cade of Crimigal Procedure, 1895.—Subject to
the provisions of :his Chapter, the Cods of Criminal Procedure, 1898 (Act
of 189§), shall zpnly to the procesdings in relation to trials of oSences be-
fore the Commiss:on.

CHAPTER VII
UNFAIR LABEOUR PRACTICE

32. Manner of dealing with unfair labour practices.—(1) Wherc an
unfair labour practice has been committed, and the cass falls under section
25A, szction 34 or section 53, as the casc may be, the Commission may
deal with the case under that section :

Provided thzt the Commission while awarding punishment uoder
ssction 53, may aiso direct the re.instatement of 2 worker and allow .conse-
qQuential benefits 10 him.

(2) Where = case of unfair labour practice is likely to occur, the
Commission may take the following rceasures, namely 1 —



(a) it Zay summon all or any of the persons eonnected with the ca;s
which is likely to occur, hereafter in this chapter referred to ;

the connected persons, hear them and hold such taquiry as
deems fit ;

&) ascertain the factors which are likely to give rise to unfair labou
practice ;

{€) advise, direct or prohibit all or any of the connected persons t
do or refrain from doing any act or to conduct themselves or thei

affairs inarqanncr calculated to avoid occurrence af unfai
labour practice,

(d) reprimand or warn all or any of the connected persons that if they
conduct themselves in ap 1mproper way it would be deemed tc

be _in fughcrc_ncc of thé commission of an offence punishable
under section 33 ; and

(¢) initiate security procesdinges in order to prevent the occurrence of
an unfair labour practice. : ‘

) (3) Where a pearson whom the Commission has repri,yanded or
we led under sub-rggulahon (2) commits an unfair labour practice, the
Commission may consider, for the purposs ef awarding punishment under

sg_:txon 53, the reprimand or Warning as a circumstance aggravating the
sflence. ' -

33. Procedure.—(1) The Commission, while asking the Registrar
ppointed un_dcr section 12 to inquire into a case &nd report or referring a
‘asc to a Junior Labour Court or a Labour Court either for report or dis-
Josal, may direct guch connected persons as may be before it to appear

sefore the Registrar, the Junior Laboyr Court, or ths Labour Court, as the
:ase may be, '

- (2) The Commission, while dealing cases based on allegations of
mtjaxr'lgbour practices brought before it for enforcement of, or for redress
'f individual grizsvance in respect of any right guaranteed or sccured to any
vorker by or under any law or any award or-settlement, shall follow the

'rocedure laid down for the Junior Labour Courts under section 25A and
ection 36B. o : :

CHAPTER VIII
SPECIAL RULES OF EVIDENCE

34. Power to curtail eXamination etc.—(1) In the interest of expedi-
ous disposal of the'business before the Commission, it may direct any

faminaﬁon'or Cross-examination or re-cxamination to be cut short or
Ispensed with, :

(2) In matters relating to industrial disputes, the
rdeavour to remove differences betweep the parties an
ble settlement of the issuss before it.

Commission may
d secure an ami-

35. Tospection of documents, —A]] books, papers and other documents
“things nroduced before the Commission, vhetber voluntarily or in
irsuance of e summons, may be inspected by the Commission and
0 by such parties as the Commission may allow ; but the informa-

alion ’)btain.cd therefrom shall not, ©Xcept as provided in the Ordinarnce,
mads public.

-
SN
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CHAPTER IX

GENERAL

36. Expenses of witnesses.—Every witness who, on being summoned
by the Commission. appears before it, shall Le entitled 1o an allowance for
expenses according to the scale for the time being in Yorce with respect to
witnesses appearing before the Lahore High Court, Lanore.

37. Standing Orders,—Subject to the Ordinznce and these regulations,
the Chairman may make standing orders for general superintendance of the
affairs of the Commission under sub-section (1) of section 22B.

FORM A
[See Regulation §(1)]

Application for registration of an industry-wise trade union to the
National Industrial Relations Commission, Islamabad, or Bench at———__

Dated the— —— e —— day of ~—— 19 .

(1) We hereby apply for the registration of an icdustry-wise trade unjon
under the pame of —— — - ____

(2) The address of the head office of the union js———————____ _

(3) The union came into exjstence on the— ————day of ————__]9

.

(4) The union is 2 unjon of cmployers/workers engaged in the in'dusl.ry
(name) or group of establishments namely — and bas its
membership in the Provinces of

(5) The particulars, required under sub-clause (iii) of clause (a) of section
6 of the Industrial Relations Ordinance, 1969, are given in Schedule I
appended hereto.

(6) The particulars given ia Schedule II appended hereto show the provi-
sions made in the rules for the matters detailed iz section 7 of the
Industrial Relations Ordinance, 1¢€69.

(7) Total No. of membership is———— —

(8) The particulars required by sub-clause (iv-2) of clause (a) of section 6
of the Industrial Relations Ordinacce, 1969, are given in Schedule 11l
appeaded hereto.

(9) We append three copies of the constitution of the trade usion confor-
ming to the provisions of the Industria] Relations Ordinance, 1969,
together with a copy of the resolution meationed in clause (b) of
scction 6 of the Industrial Relations Ordinance, 1969.

10) We append a certificate to the =ffect that no ofizer of the union was
convicted uader section 61 of the Industrial Relations Ordinance,

Rt



