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Today, countries such as Pakistan appear "modern, '* i 
wdevelopingw and wdenocratictt in terms of their super structure. 
This is the illusion of the state, the official society and its ; 
related formal sector. The illusion exists because, for decades, 1 
tho colonial and post-colonial state has dominated national life ; 
in all spheres, hegemonized nation building, and monopolized 1. 

national resources. The reality is that the formal super structure ; 
created by the state sits on top of an institutional vacuum.: Paced j ; 
with economic 'or political crises, the super structure begins to r 
crumble. The vacuum becomes visible in the shape of : social 1 
fragmentation, ethnic strife, the insolvency of the official 1 
economy, the irrelevance of the public sector, and other similar i 
symptoms. I- 

In this situation, state responses appear as palliitives, I - pre-ordained to failure, because they are directed from a super , ..- 
structure that has had no symbiotic relationships w i t h j  civil / 
society. To understand the relationships between,the state and 1 
civil society, it is useful, following Max Weber, to think iri  terms \ . 
of three arenas of experience - work, culture and politics. !people I : do not experience the actions of the state abstract ly  & ,they 
experience them concretely through work, culture and politics. ' 4  

I; 

Let us take a br ie f  look at state-society interactions 1 
through the prism of work-culture-politics. By and large, the i 
situation is as follows: Palace politics and intrigue sustdin the I 
political leadership; local government is isolated f ram ordinary 1 ,. - 

c i t i z e n s  because it operates as a "closed chop1f; development is , A 

reserved as the domain of planners and administrators; public 
interest is displaced by public monopolies; state systems are the 1 , 

purveyors -of patronage for the privileged; publdc funds are 
dispensed for personal gain: religious themes and symbols aqe . 2 

monopolized by the state and its l~networkerslg; religion and culture : - ' " 

are bureaucratized; local knowledge is discarded in faeor of 1 - 
imported t@scientific*l knowledge; and so on. It is difficult to j 
believe that the Pakistani state today has the ability and. i: .'! . ' 

legitimacy to benefit society through the arenas of work, culture I A 

and politics. 1 1: 
To live, communities seek alternatives. The alterliative - i 

to state institutions is not only the reform of state entities: for 
most Pakistanis, it is the organization of civil society in ways 1 ' <  

that serve them best. Whether in work, culture or politics, j 
Pakistanis in a l l  walks of life are developing alternative - i 
organization, alternative values, and alternative leadership. In ! 

Pakistan, the life and work of Akhter Hameed Khan6 has been one j 
man's pursuit of creative alternatives that address the common i 
problems of many post-colonial societies. Few people : have i - 

i 
I >  

'currently Director of the Orangi Pilot Project in Karachi, ! 
and advisor to the Aga Khan Rural Support Programme in ~ i l g i t .  1 
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i Informality in the transport sub-sector is perhaps the , 

most differentiated in origin and in degree; it is a d i f f i c u l t  sub- 
sector to understand w i t h  any thoroughness. The discussion in this 
study is confined to mechanized road transport and distinguishes 1 
between inter-city bus transport, the various forms of intra-city ; . , 

- - transport, private taxis in cities, and trucking. Clearly, one t 
source of illegality in the transport sector is the general i 

tendency to pay bribes to officials rather than paying the legal 
costs; this is not a problem of informality in the de Soto sense. I 

Of all the elements of mechanized 
trucking is the most deregulated and competitive 
permits have been freely available since deregul 
What illegality there is, is part of the general p 

. in society evading enforcement of laws by illegal 

Intercity transport has some interesting 
I background, dating back to pre-independence days. 

I 
protect the British shareholders of the Indian ra 
British government decreed that the number of permits 

I trucks would be restricted, and granted with the perm 
railways. (Most of the pertinent legislation 
1939-44.) In the 1960s, the veto of the railway 
in the 1970s new permits were freely given, but in the 1980 
there was restriction on new permits for p l  

1 metropolitan centers, though perxiits to smaller cities 
I passenger traffic were available and then used illegally 

routes. 

Permits are rationed through administrative 
auctioned. The Road Transport ~uthorities sell 

, .  below their scarcity value. (In Peshawar, the of f i c  
3,000 for three years, but the cost of buying the 
market is Rs 350,000) . In NWFP, the holding 
dispersed; in Punjab, it is concentrated in 
associated with substantial political power and nuisance 
society. In punjab, politically powerful trans 

I issuance of new permits. 
I 
I For intra-city transport, observations are draw 
I Karachi and Peshawar. In Karachi, one source of illegal 

buses is community buses owned by Cooperative Societies 
deviate from approved permits  (they are only allowed picku 
drop from school and work). ''Yellow devilsm* 

I and the Mazda-based minibus are not now il 
beginning they were illegal, like all new 

i transportation at the time of introduction. Wh 
the Suzuki van was illegal. Now the source of 
restricted number of route permits i n  the passenger category, w 

i 

I 

I 

I 



i 
i 
I 
I 

i 

many plying on f r e i g h t  permits which are valid throughout a I 

province - i I 

Private taxis (not t h e  black and yellow variety) as j 
public service vehicles are distinguished by their number plates - i 

white numbers on blue background in Karachi, black numbers on / 
white background in rest of Pakistan. Typically, the owners take 
one operational permit and use it for  several cars, This' helps 1 
them avoid the legal costs and taxes; instead, they pay bribes to '1 
avoid the legal charges. I 

I 
I 

In common with the housing, education and health sub- ' ' 

sectors, the urban transport sector has been witnessing g~owing 
demand in recent years. In addition, intra-city , transpokt i in . 
common with the housing sub-sector), has provided an attractive, I- 
source of investment for illegally obtained money (including. / 
narcotics-related income). From the administrative point o f ,  view, . 
the supply of legal transport services has been restricted in two 4 . 
ways. First: government has always been slower than the private I 
sector and t h e  consumer i n  accepting new forms of transport: The 1 
interplay between the local, Provincial and Federal levels .of 
government i n  s e t t i n g  t h i s  cons tra in t  is not clearly understood. '; 
Second: government at the Provincial and local levels hag been I r e s t r i c t i n g  the availability of permits for various forms of 
transport, sometimes transferring route permits to the :state \ 
sector. The limited number of permits has been rationed by i 

1 administrative means, encouraging recourse to illegal activity or 
influence as a means of competition. I 

i 
f 
! 4.7 Manufacturing 
>; - 
1 - i ' 

Going by appearances, the informal manufacturing'! sub- . / 
sector is more efficient than its formal counterpart. For example: [ the growth of the informal and small scale sector s i n c e  the early  1 1970s has been attributed, in large measure, t o  the devaluation of 1 , . 
the rupee which removed a major source of advantage enjoyed dy the. j 
large/ f  omal sector over t h e  small/ inf ormal sector. The removal i 
of other forms of protection in the future (such as subsidized , i 
capital, export rebate, etc.) may, on the efficiency hypothesis, 1 

lead to faster growth i n  the  informal sector, since proteetion ! 
favors t h e  relatively inefficient formal sector. 

" C  I . .  

It is not clear, however, whether the informal sectar is ' j 
inherently more efficient than the formal sector, or whether it is j 
so because of the  large volume of legal charges that it manages to 1. 
avoid. The immediate source of informality, in t h e  de Soto sense, 1 appears to be the incentive to avoid legal costs for inputs arid 1 
taxes given, particularly, the broad and discretionary powers of 1 

I government functionaries. This could be a major source of cost 
I differential between the formal and informal sectors. 
\ 



Some of the costs of le 
from colonial times; others are c 
(particularly, the approvals and No Ob j ec 
to set up business legally). 
illegality appear to be: (a) costly 
for registration, in particular the NO 
willingness to register; (b) the int 
prevent registration, and look the o 
illegal payments; {c) legislated co 
and social security laws; (d) broad a 
government functionaries charged with enfor 
inspectors from various agencies dealing with electr 
sanitation, social security, education, etc. - th 
evasion of registration. 

Among the legislated costs, the various labor 
security laws appear to be the most da 
enterprises, many of which go llsmall and informal1# 
below the minimum number of employees (ten) at which 
laws become applicable. Enterprises with 10 
covered by the Factories A c t  of 1934 and ther 
security and labor laws. Enterprises that are 
appear to be exempted from any registration 
that are not household-based but are on 
not covered by the Shops and Establishments Ordinance 
that Ordinance does appear to cover hous 
with more than one and less than 
household-based enterprises may be co 
laws (such as laws on child labor, working 
other labor laws) through the Shops and Establis 

The Informal Pinancial Market 

To the extent that the problem o 
sector is part of the larger probl 
and banking in Pakistan, it is not d 
It is well known that the formal sec 
an extremely limited number 
institutions, government regulations 
sectors, ceilings on returns to savers 
borrowers, and administrative rationing 
exchange (although the picture looks slightly di 
account is taken of Foreign Exchange Bearer Certifica 
is a picture of stagnation on the supply side, in the 
financial services. 

On the demand s i d e ,  Pakistan has been 
explosion in the demand for an increasingly diver 
instruments for savings, loans, foreig 













If the government is Snterested in seeing mass transport i 
grow in the private sector, it could eliminate or drastically 1 
reduce import duties on public service vehicles, reduce (ideally I 
to one or two) the number of agencies with which an operator has 1 
to deal, and enter into dialogue with the operators of public 1 
service vehicles (who are not generally members of other trade 
associations). I 

I 
. 

I 

5.3.6 Manufacturinq i i 
i 

Under the present system of regulations, discretionary 1 . 
official enforcement and incentives for avoiding legal costs, it I I 

is the consensus of informals in the manufacturing sector that they I 
i are better off than they might be in the formal sector, The 
2 -  

attractiveness of informality in the manufacturing sector 1ies.h 
its cost advantage to the informals. Thus, informality protects 1 
the informals from the legal costs to be paid for inputs and taxes, JL 

I 
but it denies them the subsidized inputs that arc provided to: the 

f ,  
formal sector. 

The alternative to informality needs to be motivate 
a whole range of reforms that make private enterprise less c 
and more legitimate. Conceptually, the recognition' of pr 
enterprise pursuing legal objectives is the single most i m p 0  
deterrent to illegal activity. 

Fewer administrative and procedural cost 
registration and operation could be an immediate area for 
fewer discretionary 2owers of enforcement and easier proced 
No Objection certificates (NOCs) would be part of such acti 
the longer term, there is a need to review labor an 
security laws, and the assortment of industry-specific 
terms of t+@r costs and benefits. Such an economic rev1 
legislation is important for all sectors, but it could 
demonstrate its greatest and most visible utility if appl 
early date to the manufacturing sector. 

5 - 3 . 7  ~inancial Markets 

Similar reasoning applies to the financial secto 
infonnal financial sector is responding to demands to wh 
formal sector cannot respond. Legalization of informal ac 
will not be welcomed by consumers and the informals un 
present conditions of regulation in the formal 
alternative is to recognize the role of market forc 
enterprise in the financial sector, and deregulate i 

%he marriage of law and economics, fur which pre 
models are available in several countries. 





i rights to pursue various activities. Thus, competition is directed 
at government administrators, and takes the form of competition 'for i 

I 

I favors, influence and bribery. 1 

Replacing administrative management by econohtic 
I 

I 

management might entail one or more of the following general ! 
recomxnendations: 

I 
I 

I 

if Careful examination of the major sectors of informal 
- -- activity to determine whether restrictions on the rights to pursue I 

! 

an activity are warranted by considerations of efficiency, equity 
or other well defined public interest16. I I ? 

i 
ii) If a determination is made that the right to pursue :an t 

I 
activity should be restricted in the public interest, the t 

I restrictions should be imposed through Legislation at the 1 
appropriate level of government, rather than by administrative 1 .  
order, I 

t 

I iii) To the extent that restrictions are deemed essential and 
I 

! . -  
I duly legislated, economic instruments (such as auctions) should~be 

preferred to administrative instruments (such as NOCs and pern2ts I 

I given at nominal prices) in rationing rights (unless consideratiqns 4 I 

such as those under (i) demonstrate otherwise). I 
I 

; 

1 

iv) In cases where administrative mechanisms are demonstrated 1 -  
to be superior to economic instruments, administration should be b 
pro-active rather than reactive. 1 ,  

! 
These recommendations can be approached at two ends - / 

empirical studies to highlight areas for potential reform, and I 

t 
I 

immediate administrative ref o m -  i 
1 
1 

I I 

6.1.2 
i 

The Possibility of an Immediate Administrative Reform I 
8 .  I 

! The last point can be illustrated most clearly with a i ! I 

suggestion that could be implemented sooner than more wide ranging t 

administrative and policy reform. The illustration pertains to the 
I 

i - 
extensive and crippling effect of an administrative device called i - 
the No Objection certificate (or NOC) . The NOC is perhaps the 1 1 
single most pervasive and costly instrument of state control that i 

inhibits the registration and operation of legitimate economic, 1 1 
I social and political activity. It is often also the least 

substantive administrative exercise, since it is oftan given in 
i 
J 

response to influence, bureaucratic imperatives or bribes. There 
1 

i 
I 
I axe two sets of possibilities for making the NOC more pro-active 

and less reactive: i 
I I 

I I 

I6~or  example, if an activity produces excessive congestion or 1 .  I 

pollution. I t 





I 

I 

I 
services, urban transportation (taxis), automotive ,and t 

i. bicycle repair, and so forth. I 
I 
I 

The primary focus of this study was on sectors (such as 
housing, transportation, etc.), rather than on activities (such as 
bicycle repair, domestic service, etc.) . Of all the sectors 
examined, published secondary data on small enterprises were found ! 
only for manufacturing (through the Survey of Small and  household^ 1 
based ~anufacturing Industries - SSHMI). The most recent SSHMI 

- survey is for 1983-84, which indicates that 95 per cent of the ! 
establishments were employing five or fewer persons. I 

I 

Impressionistic evidence from this study suggests that. , \ 
in the transport sector, intra-city transport may be dominated by L 

small enterprises in modes such as mtSuzuki wagons, minibuses, taxi 
cabs, private taxis and motor rickshaws and tongar. Available 
information does not allow an inference whether investment in these r 
modes is greater than in other modes of transport, and other I 
elements of the transport sector (such as inter-city). i 

Small enterprises do tend to predominate i n  info&tal 1 I 

trade and colnmerce in the forms of itinerant vendors and semi-fixed t 

vendors (e.g. those operating kiosks, particularly outside mandis t 
and public places). In informal health and financial services, as t 

well, most of the business is carried out by concerns $run by one 
I 
I 

man or woman. In education, however, most of the a c t i v i t y  i s " b y  I 

enterprises that are typically larger than five employees. I 

I 
i ' 

For sectors where major small enterprises are very 
important, determine the legal obligations required ref' I 

a small enterprise which wants to offer goods or services ! 
i ,  

for sale to the general public for profit. I 
: r 

Specific questions from the SOW are answered as follows: , 

i) Are new small entrepreneurs allowed to officially set up i 
t 

business in this sector? Or is it reserved for certain firms? 1 

' '  

In finance: not allowed. I I 
In housing: no legal bar, but standards have to be met. I - 

In manufacturing: no legal bar, but various NOCs have to 
be obtained. i 

I 
In trade: shops are freely allowed, but vending licenses ? 

are restricted. 
I 





I 

i 

the small enterprise have to follow? e.g. labor regulations, price 
controls, time and place of business, quality controls. j 

In seneral: Enterprises with 10 or more employees are I 
covered by social security and labor laws. Those that are I , 
household based appear to be exempted from any registration I 
requirements. Those that are not household-based but are one- I 

person establishments are exempted from the Shops and ! 

Establishments Ordinance (1969), but that Ordinance does appear to I 
exempt enterprises that are not household-based and have fewer than 
10 employees ; therefore, they are not exempt from some of the labor I 
laws (such as laws on child labor, working hours, safety, and most 
other labor laws). In addition: 

I 

In finance: there are, no smaf 1 firms. 

In housing: only if you are getting land officially 
through Cooperative Societies do you have to sell at cost price, , 
rather than at market price. Quality controls and standards:are 
enforced by local government. ), 

In trade and commerce: there are price controls, ,and 1 regulations enforceable in the areas of health, food inspection, 1 

,sanitation, weights and measures, and the local government .can , 

check for compliance with the designated place of operation. 1 
I 

I '  
In manufacturing: quality controls are exercised through I 

the Department of Health (for food and beverages) , and by concerned I 

agencies for electricity and sanitation, and the building , - 
inspectors of local government. ! 

In transport: there is fare control (by provincia 
Transport Corporations), restrictions on routes (by Road Tra 
~uthorities), specified number of passengers (by RTA), and v 
fitness examination (by the motor vehicle examiner) . There is 
a prescribed weight of cargo that can be carried by a given 
of vehicle. 

1 

In health: there are no special controls. I 
I 
! 

In education: the Department of Education can check on ; 
all the conditions of registration, but this is not enforced. ; 

( I 

iv) In assembling the factors of production and inputs needed- : 
for the business, for example, in renting space, hiring labor, 
getting electrical connections, opening a bank account, buyin* or i 

registering a business vehicle, and so forth, are there regulatory 
requirements the small entrepreneur must meet, beyond the usual 1 

financial cost of the inputs? 

I n  general, relevant regulatory requirements seem to , 

operate through the mechanism used for incorporation: private t 
I 
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I 

I 

1 

I 

I 

I 
i 

I 

I 
in Pakistan just like they are in Lima and such settlements evolve 1 

differently from traditional urban areas. 

Most of these settlements are established on the 
expectative property right, i.e. the idea of establishing a real I 

i right by one's own initiative and in contravention of established 
norms. The element of uncertainty prevails despite the expectation i 
of future ownership and thus the incentive to invest properly on j 

~. - . " .-- the houses is restricted. Apart from the limited level of ; 
investment in housing, residents only enjoy use rights and not : 
property rights to the land. They cannot rent out Or sell. I I 
innovative arrangements are sought for transferring these use 
rights to others and to deny allegations of sale. Tenancy is '! 

I 
i L  often disguised as lodging arrangement so that when and if *the 

rights are given they are not given to the tenant but to the owner. : 
Neighborhood sanction and approval become more significant when b. 

rights are uncertain. 
! 
$ 

9.3.1 Description and Analysis i i 
I 
I 

It is true that the response of the authorities is 
essentially an improvised one. It is not in the state's interest 
to prescribe a well defined uniform policy but it is in the state's I 

f '  interest to make its land acquisition and housing policy' an I : .  
instrument of the extension of its power and to use these to I 
dispense favors. As a result there is a distinct and different I 

pattern of development in katchi abadis which have been granted t 
legal Catus and title to land from the beginning and those which i . *  

acquire this subsequently. There is a direct correlation between 1' . ' ,  
I the limitation in the exercise of rights and the impact on 

development pattern. t - 
I 

The system of acquisition of land in Pakistan, i i 
particularly in the urban areas has a long history which is t j e d  I 

1 + -. > 

in with considerable confusion and corruption generated as a resklt i 

of evacuee property, encirclement of agricultural villages by urban !' 
The - areas and the general lack of formal title to land. I. 

acquisition of land has been undertaken by both gradual and violent i 
invasion. Gradual invasions have occurred invariably on public t 
land where the market price of land have not justified an immediate 
response by the government. Violent invasions have occurred where 1 
competing interests and high land prices have made the violation t 

1 I 

very attractive. There is also considerable illegal purchase of i 
1 

agricultural land through associations and cooperatives. The 
peripheral land outside the capital territory of Islamabad and I 
~awalpindi is currently being disposed through the formationof 1 

i 

 he Hydarabad Development Authority s housing scheme for iow 
income households illustrate s o m e  of these patterns. 

i 

I 



I 

I 

I 

I 

I 

I 

! 

I 

! 

I 

I 

i 

I 

i 
I 
i 

housing cooperatives. The establishment of housing cooperatives I 

also offers potential customers a modicum of security because of ! 

the collective nature of the arrangement. 
I 

As soon as it becomes clear that the state will not i 

remove the settlement, the invaders begin to build with proper : 
material. Is it politically unacceptable to demolish buildings I 

with proper construction material. The level of investment in I I 

housing is thus determined by the measure of legal security which t 

the state confers on the settlement. The greater the security the ! 

greater the investment. I I I c 

I 1 
The informal pattern of development of the squatter , 

settlements leads to the concentration of particular ethnic groups i 

in some localities. The pattern or rural-urban migration in I 
Pakistan is such that people from the same village are likely to I 
go to the same city to minimize adjustment and search costs. Th2s 

1 
1 

pattern not only exacerbates tension in the city at times of 't . I 
conflict but in fact, potential conflict is built into this pattern 

I 
> 
4 

of informal settlement, Particular communities are easily made the 
target of violence. The current violence in Karachi"and Hyderabad ! 

provides ample illustration of this aspect of informal development?. i 
1 
: I 

Just as in Lima, the costs of informal settlement include I 

organizing the illegal invasion of land, running the risk of 
.! 
i 

eviction or relocation, putting up with a long period of insecure 
I 

I 

occupation and living without the benefit of basic services or I 

I 
! 

infrastructure. The settlers are also forced to immobilize ox 
waste a sizeable proportion of their resources because they have 1 
to be physically present on the land to ensure their rights. The I I 

nature of their property rights are also minimal- The informal i 
sector thus pay a very high price for the land that they occupy. is 

t , 
! 

The d d l d  is the most powerful of all involved in the 
I 

4. 
informal housing sector in organizing invasions and dealing with ! ,  

all concerned parties. Land is supplied for immediate possession 1 
in the informal sector at the price the poor can afford. Once land 
is acquired, informal arrangements are made for the provision of 1 
building materials on credit along with technical advice through 

1 
the tha lh  (build : ng material yard) and informal arrangements are 

i 
! 

a 

also made for the supply of water, electricity, transport. I 

I 
I Developed and serviced land is the principal constraint 1 

! 

! 
in the sector and it is precisely around this resource that the .i 
government has made very restrictive and complex arrangements f o r  I 

rationing and allocation. For example in Karachi, of all the ) 
i 

public agencies, only the Karachi Development Authority (KDA) in 1 
Karachi directly provides land to the general public for housing.. 
O t h e r  agencies eg. the Defence Housing Authority initially gives t 1 
land only to armed forces personnel which t h rough  resale reaches i 

the general public, while the Cooperative Rousing Societies reserve I 
1 

I 
1 
i 
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! 
I 

i 
their plots for members. KDA provides plots by ballot, allocation 
and auction. Over the Latter part of the 19801s, 5,000 plots per 
year were developed by KDA of which only 2,000 are estimated to 
have reached the urban poor each year. Other agencies have 
developed approximately 10,000 plots annually almost exclusively 
for upper income households. The informal sector has been 
developing 20,000 plots annually. The single most extensive 
informal sector housing activity is the illegal subdivision on 
state land, 

The construction material used in houses in the informal 
sector is very basic and depends on the security of tenure, Where 
tenure is uncertain, houses are made of baked and unbaked k i c k s  
and mud. Roofs of houses are not much high and made of wooden 
b u s  and girders supported by wooden pillars. Presently, the 
least expensive formally produced one room housing unitMon 80 
square yards in Surjani Town is priced at Rs 42,000. The 
alternative then for the 50 per cent population earning below this 
level is to seek illegal or extra-legal solutions to a e i r  h'ousing 
needs. There is no proper arrangement for drinking water, 
electricity, sanitation or drainage. In certain colonies, 
community taps have been installed and illegal supply of 
electricity through uncovered cables have also been secured. 

The growth of kcI t i  ab& in Islamabad and Rawalpindi is 
linked to the development and expansion of the Federal capital. It 
is estimated that the population of kutchiabadis has increased three 
times. There are about 27 katchiabadis in Rawalpindi and Islamabad. 
The h c h i  abdk  in Islamabad are very strategically placed on 
marginal public land which is either uneven, on the banks of a na1,a 
or on land with unusual terrain. These are situated either along 
the railway track or on the banks of streams which are used bs 
drains for rainwater and sometimes sewerage waste, 

There are three main categories of inhabitants in tqe ~ 

katchiabadis of Islamabad and Rawalpindi. The first are the members . 

of the Christian community who work as sanitary workers ih 
Rawalpindi and Islamabad, The second type are migrants and non 
Christians mostly Afghans and Kashmiris who provide skilled and i 

I unskilled labor to the twin cities and collect and sort garbage 
for resale. The third type of dweller is the petty grade officer 
of the government. The government servants have constructed mud 
houses near model villages of Islamabad. 

I Government policy on katclti abadis in Islamabad was very 
strict. Initially, the Capital Development Authority (CDA) did not 

I 

I " Jan van der Linden in Karachi Land and Housing Study by 
I Dowal, Dr. D., for the KDA MB & EC Department, 1989, p. 140. 

43 
I 

I 

i I 



allow any settlement which was not included in 
However, it later relented to political pressure par 
during the tenure of the Junejo government in 1985. 
inhabitants of Mi abodir were allowed proprietary 
Generally, such settlements extended with the help of ill 
dividers and government officials. 

With the announcement of CDAts plan to a 
develop more land, the local inhabitants of Islamaba 
allowed to sell their land but were not allowed to bu 
land, started to construction of k-atchqsemipucca 
defiance of the state laws. According to the 
rehabilitation policy of 1984 the affectees would 
allotment of residential plot in a sub-urban ce 
plats are being sold with fictitious names under 
transactions. To establish title, semi-pucca buildings 
constructed aver night and bribes are being paid to CDA 
Agents supply construction material in lieu of advance p 
construction facilities are also provided by 
intermediaries. 

During the field survey some colonies like the Z 
colony was surveyed. This colony is established on land 
to the  ailw way Department which has refused to i 
0b j ection ~ertif icate (NOC) , a necessary requirem 
development, Other land comes under the Evacuee 
and the executive of the Trust proclaims that the J 
regularization is inapplicable as it applies only ta katchi 
on public land. 

9 . 3 . 2  Policy ~m~lication and Reflections 

Rapid urbanization, increasing per cap 
housing conditions imply a large demand for ho 
high rates of return in housing investment. 
controls the allocation of credit and it has rationed c 
from housing investment. The existence of a large 
subsidized housing programme financed at negative real 
return makes it difficult to encourage priv 
investment in the housing sector. Formal sector housin 
is at a great cost to the government. It is estimated 
cost is equivalent to about 3.5 per cent of the budget 

Low cost housing credit is rationed t 
and the vast majority of housing is financed thr 

Pakistan Shelter Sector ~eview: June 23, 1989. Rep 
7214-PAX. 
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to the public even through easy installments. 

The allotment of i l l e g a l  subdivided plots is made to the 
squatter with the help of certain influential and inspecting staff 
of the CDA. A bribe of between Rs 2,000 to 5 , 0 0 0  is generally paid I.. 
to the illegal sub-divider. In some katcki abrrdis, electricity- and 
water supply connections are obtained by e i ther  bribing the 
authority or playing on their sympathy. 

Even where land is available for de&alopment at j 
affordable prices, there are often long delays in the provision of /. 
the trunk infrastructure and thus large areas are left unser$iced. 
The present system of master plan preparation takes a long time and 
is difficult to implement. 

Settlers in k c h i  abadir have recourse to informal 
arrangements for the delivery sf some basic services. This pattern 
of acquis i t ion  and development leads to politicization of the, ,urban 
poor. The dwellers obtain basic services initially w i t h  the help 
of the dulld. and later through enterprising individuals! with 
political ambitions or through community organizations.  'It . i s  
probably, as a result of this, that the large majority 6 f  the 1 
registered NGOs in Pakistan are at the neighborhood level. 

In Karachi, for instance, the ddal  arranges for water to 
be supplied by KMC tankers for which the people pay through' him. . 
Same bright entrepreneurs start carting and selling water from 
nearby stand posts, In the later stages, through the welfare j 
association or conununity organization f ierce  lobbying. is dohe to 
acquire piped water. The  same process is followed for getting 
electricity, An entrepreneur from the area rents out a .@om&cti~n 
for a limited number of hours from a private generator. ~radualky, 
meanwhile the neighborhood community or a community leader lobbies 
for electric poles in the area. Many councilors too use .their 
grants for environmental improvement of the settlements through tihe 
construction of open drains,  underground sewerage and paving of  
streets, Again the work done is not part of a larger plan creating 
problems for the future. Where NGOs such as BUST1 and QPP have 
provided assistance with the provision of some of these :basic 
services the dwellers have a better technical quality of s&rvfce 
and a viable institutional arrangement for the implepentatio$ and 
managenent of the service. 

L 

As communities get 'organized, lanes and neighborhoods 
hire scavengers to pick their garbage and sweep the lanes. i The 
scavengers in turn pick up the entire garbage and dump it oh the. 
main roads for W C  trucks to pick up. if and when it pleases. ,,Thus , 
the inner lanes are f a i r l y  clean. It  is the entrance area which 
usually houses the garbage. 

For a modicum of security, it is necessary that ;kafc/zi I 
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10, THE INFORMAL FINANCIAL MARKET 

10.1 Overview 

Historically, informal financial arrangements hav 
dominant in rural areas. With industrialization 
urbanization, particularly since Independence, large v 
growth rates appear to have emerged in the cities. Its ex 
indicated by evidence that it finances substantial pa 
informal transport, housing and trade sectors in ur 
Today, the informal financial sector represents 
la: _est, most fascinating and least s t ~ 4 r e d  sub-secto 
sector activity in Pakistan. 27 

Provision of credit is the dominant acti 
informal sector, but savings and investments are also 
'Commodity trading was outside tne scope of this rev1 
primarily a formal sector activity. The main ele 
financial activity covered in this section are 
investments and foreign exchange transactions. Unde 
pmhi (or chit) system, merchant credit operation 
credit, and the money lenders were studied. The comm 
was studied as an example of the link between informa 
credit for small savers. The hundi system w a s  st 
assessment of informal foreign exchange transactions 

The dynamic factor behind informal finan 
appears" to be w h a t  bankers c a l l  product devgl 
development of new products with characteristics 
requirements of an ever changing economic envixonmen 
informal credit arrangements by DRMS (1989) , undert 
World Bank, showed a large variety of lending 
collateral requirements and interest charges th 
response to the needs of manufacturers and traders. 

In the formal sector, the supply side c 
nationalized commercial banks and insurance companies, state 
development financial institutions {DFIs) and specializedb 
agriculture, industry, housing, etc., and a handful of 
banks (with restricted number of branches and limited operati 
This sector is--c'naracterfzed by mandatozy CL-edfk-qaotas, con 
on profit margins, high transactions costs and, in the nationa 
organizations, bureaucratic management, political interventio 

n~ brief historical perspective on informal 
activities is given in Annex 10. 

=1n terms of liquidity, security, returns, etc. 



I 

corruption. There is general agreement in Pakistan that overall 
efficiency and responsiveness to clients (particularly small I 

customers) has declined dramatically since the nationalization of t 
banks and insurance companies in 1973. 

Most formal sector institutions are slow in responding 
to the needs of the marketplace. Although innovative peoduct 
development does take place at the multinational banks at a; very 1 
limited scale, even they are handicapped by government regulation / 
and can prof itably deal only with large clients f r o m  the formal / 
sector. And all formal financial institutions seem to be unable r 
to make much progress in lending for working capital, which is t 
perhaps the major requirement of the expanding service,sectar.. 

On the demand side, there is suggestive evidence ,of a 
growth in demand for an increasingly diversified set of financial 
instruments in recent years. Small savers, large investors, house 

I builders, transport operators, fanners, manufacturers, importers 
and exporters, traders and ordinary citizens engaged in work'or 
leisure have doubtless been influenced by rising incomes and market 

1 demand, high . taxes and duties, discretionary enforcement of 
regulations, inflationary expectations, and growing contact between 

I ordinary ~akistanis and the rest of,the world (particularly since 
I 

the mid-1970s). The growth of the service sector (both formal and 
informal) has added to the demand for working capital. 

Given the inability of the formal sector to raspo<d to, 
such forces on the demand side, people from all walks of lifelhave 
been depending for their financial transactiogs on the informal 
sector (and on institutions outside Pakistan). within ~akistan, - j' .; 

! only the informal sector is free to respond on a large scale'wfth 4 -  ; 
new products to meet the emerging needs of the population. I.t is' '1 - 
not surprising, then, that informal credit and foreign exchange 
arrangements play a pivotal role in Pakistan's private sector, 

. 
! 

I 10.2 Extent, Contribution to the Economv 

10.2.1 Informal Credit 
I 

\ - Info-at credit f s the ~cst widespread informal f inanciai 
activity in Pakistan, with major lending activity in Karachi, 

I Faisalabad, Lahore, Peshawar and Multan. It is used mainly: for 
P 

i 29~ncreasingly, Pakistani businessmen these days seek to have , 
I offshore off ices in D u b a i ,  presumably for arranging imports and 
I exports unencumbered by Government of Pakistan regulations ; it is 
I not clear, however, whether such decisions are influenced. by j 

constraints in Pakistani financial markets, 
I 





I 
! 

Supplier's credit is one of the most important source of: 
credit upon which microenetrprises rely in Pakistan. This informal ! 
source of credit has got such strong roots in the business ' 
community that despite the significant difference in raw material 1 
prices for payment in cash or credit, they still prefer t h i s  source : 
because there is no ether source. t 

t 
I 

Most of the microenterprises (MEs) purchase raw material 
on credit and make'the payment within two to six weeks. In this ! 
arrangement the borrowers often have to pay an implicit rate of I 
interest of 10-15 per cent per month, although interest rates of i 
2-3 per cent per month are also observed. These estimates are I 

derived from the difference in prices paid for cash purchases "as 1 
opposed to purchases on credit. For instance, in the textile i 
i~dustry i n  Faisalabad, the suppliers charge a higher price based 
on the number of days the payment is made- They would charge Rs 1. 
0 . 5 0  to Rs 0.75 more per pound if the buyer made a promise'to pay 1 

i the loan amount within 20-30 days. Similarly, an extra Rs 0.75 to' ! 
I .  

Rs 1.5 per pound is charged if tne buyer agrees to pay h$s dues / 
within 30-45 days, and an extra Rs 2 per pound for paymerit made j 
after 60  days. The very low transactions cost explain why i , ' : 
entrepreneurs prefer these loans. These are the only loans ] 
available to them! I 1 

i 
Buyer's advance is also a source of working capital for- i 

some of the smallest MEs. In this arrangement, buyers make some 1 
of the payment in advance and the  enterprises use this advance to -. 

purchase raw material.  his type of credit is generally free of I 
interest and the amount of credit is deducted from the price of the 
final good at the time of payment. r 

I 

i In some of the cases observed, intermediaries (bkers) , 

provide capital to -M3s for working capital. They make sub- i I contracts with MEs, i. e. , they buy the products of NEs, deduct the I amount of credit advanced from the total value, and make' the . 1. 
remaining payment- In this arrangement the buyers charge an 1 - - $  , 

implicit interest from lIEs which varies from 6-8 per cent per 1 
fifteen days by paying, say, Rs 15 p r  kilogram for products; which i 

J ' .  
the HEs can sell for Rs 16-16 - 5 per kilogram if they weke . not 
borrowing from the buyer. Thus, the rate of interest charged by 1 
the buyer who provides an advance to the producer is reflected in 1 
the form of a discounted price in this arrangement. 

7 .  

. -. - 
..1. --:- 

-. - 1- ~ 

The parcizi system is a very common source of credit in 
f 

Faisalabad. The system operates on goodwill. The parchi is usually 1 - 
a delivery receipt, signed by the recipient of goods shipped by a i 
manufacturer. The recipient verifies the amount billed:, and 
indicates when payment is to be made. The manufacturer signs over I the p h i  to h i s  suppliers in lieu of cash payment. The suppliers 7 
will often put it i n t o  a local capital market, where it' will j 
circulate freely as an IOU. Pwc/lis w i t h  different payment tdates 1 

56 I - 
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will bear different discount rates. A detailed account of 
parcIzi mechanism is given in section 17. 

10.2.2 Inf omal Savinss 

In terms of its contribution to the economy, 
scale schemes described below in the business community do 
capital for business needs, 

The committee system is popular with the bus 
as well as the households, There are minor variations i 
different forms of committees, but essentially 
money from the members and the amount collect 
member in rotation. The committees even go u 
especially the ones organized by the busin 
Committee system is very popular among women of the Iew 
middle income level. In Faisalabad and Lahore, women 
to participate in the committees organized 
businessmen. The current system of informal 
generate any return on the principal amount but is a 
of getting a reasonable lump sum amount by way of f 

In the committee system, a number 
fixed amount of money by pre-determined (equal) 
specified dstes. One person is awarded the commi 
collection; this is generally done by lottery. A 
system allows anyone with a desperate need to b 
on demand, but at a premium. 

There r e  t h e e  types of committees 
currently: Ordinary Committee, Auction Committee 
committee. The details of each form of committee are p 
section 17. 

10.2-3 Informal Investments 

The incidence of such investments is 
to big  industrial cities. On one hand it generates capital 
business concern, and on the other -it provides an extra in 
the investor. In Peshawar, it was noted t 
investor's funds are funnelled into illegal or 
activities, thus promising very high returns to the inve 
and large, the informal investments are made both in the legit 
and illegal businesses-, and the overall effec 
seemingly is negative since it mainly provides c 
business activities - illegal because the high rates 
promised to the investors cannot be earned through a 



I 

business activity. 

These investments do not require huge investments, and 
people usually borrow from the informal markets to meet'their 
working capital requirements. A typical venture would require as ; 
l o w  as Rs 50,000 to start with at a small scale. The big players 1 
in this field have no cash f %ow problems because of thef r very free 
cash reserves. A transaction of up to a million rupees can usually I 

be handled by them without prior notice. In addition, they also ~ 

maintain a line of credit with the commercial banks, with typical 
ceilings of 4 to 5 million rupees, 

The trend of informal investments gained significant 
proportions in the late seventies in Pakistan. In the last twelve 
years investment companies have grown (and vanished!) twice, I 
robbing people of their lifetime savings. Tho companies promise ' 

a very high rate of return on the capital invested: p a  the 
'profit* as long as they are receiving new investments; and.close 
shop and disappear when their inflows (new investments) become less 
than the outflows (payment of profits). This clandeqtine operation 
is taking place all over the world, and yet unsuspecting people are 
lured in because of the general shortage of investment 

I opportunities and the extremely high rates on profits and the J ' I  

absence of good savings schemes in the formal sector, 

Despite the recent setbacks in Pakistan, inkorma1 
I investments have not ceased to exist. People invest when they have 

a personal relationship with the company's management, or in case 
of a highly reputed company (like" the Ta j Company) . The usual rate 

I of return on such investment ranges from 20 per cent to 36 per cent 
per annum. In case of large sums invested for a long term; ( t w o  
to three years) the rates are as high as 60  per cent per annum. 

I 
! Funds for informal sector lending are mobilized f r o m  a 

variety of large and small savers. A saver may decide to knvest 
a given amount at a pre-arranged monthly interest rate' with 
somebody who acts as an informal bank. Each month, the saver 
could, if he wishes, be paid the interest charges, ,and the:- full 
amount would be returned at the end of the agreed period. , This 

I system is attractive for both small and large savers. It is 
i particularly attractive in the context of Pakistan, where the 1 . 

returns to saving in the formal sector have been historically below j I or very near the rate of inflation: the real rate of retukh has j 
been generally negative. In contrast, the informal sector has been 1 .- 

paying 2-3 per cent per month as interest on savings deposited with 
I it. 

Despite the two recent setbacks of frauds by the finance 1 companies in the last decade, people still continue to invest in 1 
I such ventures- The companies merely give a receipt for the amount 
1 deposited, and mention a stipulated rate of return. H o w e v e r ;  this . { 

piece of paper does not have any legal value, and in case of 
I 

I 
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I corruption, tax evasion and smuggling in Pakistan. 

I In terms of the relevance to de Soto's main theses,.it I 
can be said that the financial informal sub-sector has some 

I similarities with the conditions i n  Peru. For instance, one-of de 1 
I Soto's theses,  ".. . . redistribution of national wealth as more 
I important than the production of wealth. And "redistribution, " as i 

used here, means the concession of monopolies or favored status to 1 
a small elite that depends on the state, and on which the state 
itself is dependant", directly aims at the issues identified in the I 
preceding paragraph. Presently, the situation is such that even 1 
a legitimate financial need cannot be serviced by our formal i 

I financial setup without the 'sanction* of the highest political 1 
authorities, , 

I Similarly, the deduction of Zakat by the banks and;other . '  

! 
financial organizations (National Savings etc.; has a very negative 1 
impact on the overall savings in the formal sector. People do not 
trust the State system, and gecerally allege that the funds are 

-- .- - -. . - misapprapriated. As a result, they prefer to puttheir savings in 
informal schemes, In addltion, the State's inability to meet the ; 

requiremerats of the aiasses is a major factor that has led to the j 
boom in L3e informal financial sector. As such, in this particular i 
sector, there is some relevance to what has been pointed outlby de' i 
Soto, as a parallel (or black) economy is running in the country. ; 

t 

I 
10.4 R e u u i r e m e n t s  for Reaistration 

i 
I All the activities in the informal financial sector fall 

under the jurisdiction of the State Bank of Pakistag {SBP).: The 

I 
operation and authority of the State Bank is based upon the State 1 -  , 

I Bank of Pzkistan Act, 1956, according to which the Bank is charged i . r  
with regulating the monetary and credit systems of ~akistan.; 

Thus, setting up of a Bank, Investment Firm and rePatel 
activity requires the State Bank's permission and these activities, 
are not currently allowed in the private sector and only the ' 

! existing .five nationalized commercial banks are permitted -to \ .,, 
operate, Even if a nationalized bank wants to open an addithonal 
branch, prior approval of the State Bank is required. In addition, 
a few foreign banks, with limited operations in a few selected 
cities are operating in Pakistan. 

The fore ign  exchange control i n  Pakistan is exercised 
i under the Foreign Exchange Regl,?laticn A c t ,  1943;  ar;G the a~thority . 
I 
I ta control has been vested w i t h  the State Bank under the State Bank 

A c t ,  1956- As such, the bank exercises full control on the foreign 'j 
I exchange flow to and from the country, and ensures that all the I 

foreign exchange receipts are surrendered to the Gover~ment- .  The i 
! 
I 
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10.7 Orqanieatioas and Trade Asso.ciations 
I 

I The informal financial sector al 
I 

of certain informal organizations and associ 
in the Faisalabad Sootar M d i ,  a body of 
empowered to settle all disputes in cas 

I 
borroveri Similarly, in Karachi, all such matters are se 

! a mosque in case of the Memon community, whose involvement th 
informal financial activity is the most. 

Such organizations are not registered, and th 
I 

purpose is to monitor the complisnce of 
I 

market. They also pool in resources to pa 
to the 'recovery agentsB, (usually gangst 
physically hbrt defaulters. 

I 

The informal foreign exchange 'dealers8 also have 
- .  , .- 

representative body drawn from Karachi, Lahore, and Peshzwar th 
- 7 -  decxdes on--the foreign exchange rate (in the black ma 

daily basis, and the major determining factors are 
rate, the demand/supply situation and the curre 
environaent or stability. In all, no similarity to 
of Liberty and Democracy in Peru is seen in the f 
sector in Pakistan- 

10.8 relations hi^ to the Formal 8 e c . f ~  

The infamzl a ~ d  fcma!. sectors , 

I relationship, primarily because of the tax  evas 
I 

sector. The informal sector presents an 
"opportunity for illegal money. A growing trend 

i has been to obtain a loan from a nationaliz 
financial institution, and pump it into the i 
channels. This is usually done by influent. 

I capable of either getting the loan writtart 
after earning high returns through 'investme 
channels. ~imilarly, all organizations, 
classified as formal (barring the tax evasi 

8 --. ..- . , . -tk-&. a-- - --A 
I L u a ~  are UVL accounted for in their books 

investments, speculative ventures, and foreign exchange dealirqs. 

i Apart from the 'black ' or undeclared money, . 'waite 
I is also being channeled towards the informal sector. For< ins 

the salaried class (despite the set backs 
I investment companies) regularly deposit the 

informal concerns in order to earn a higher 
through the government savings schemes. A 1  
are relatively small in volume, yet the in 
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establishments employing fewer than ten workers and are r 
registered under the governmerit ts Factories Act 1934, have be 
included for the purposes of this study, It was noted during t 
study that the ~actories Act of 1 9 3 4 ~  is the major &terminant 
an organization being in he informal sector, 

For byth the World Bank and the ~ational Manpm 
-" 
.I 

Commission (NMC) the need to address employment issues through 
better economic environment was motivated (in varying degrees) 
the analysis of small scale industry and the informal sector. 
the NMCts Interim Report (GOP, 1988: 18) explains it, n',. , t 
sizeable devaluation in 1972 reduced the unfair advantage to l a r  
scale indbstries and consequently the small scale industries, f 
by export demand, have grown 'more rapidly than the large sca 
manufacturing industries, The dynamism of the small scale sect 
is also ref lected jn employment f ipres: almast the entire increa 
i n  employment in manufacturing between 1971-72 and 1985-86 can 
attributed to the small scale  sub-sector, while the large sca 

' sub-sector has stagnated at around 0.5 million employed since 197 
72. Not surprisingly, small scale industry and the unregulat 
informal sector obtain special' mention in proposals made during t 
1980s for a more effective approach to employment issues. F 
example, (GOP, 1988:18) lays particular emphasis on small sca 
indusery on account of its high employment elasticity and linkag 
to other sectors, while World Bank (1989: Chapters I11 and I 
devotes one-half of the employment issues report  to the small sca 
and unregulated sectors in industry and agriculture. 

The m a j o r  disadvantage to small firms is that they a 
generally short of working. capital, as well as capital for purcha 
of new machinery, and these,needs cannot be met from the regulat 
financial sector; The af f icial financial sector, with 'f ts che 
capital, clearly favors the large,  regulated firms, 

It is conceivable {albeit speculative) that &ere is 
steady shift from 'f omal to inf  ormar sector manuf acturf ng 

%ccording to .this "Factory means any premises, includi 
the precinct thereof, whereon ten or more workers are working 
were .warking on any day in the preceding twelve months, and in a 
part'.of which manufacturing process is being carried om (or 
ordinarily carried on) with or without the aid of power but do1 
not include a mine, subject to the operation of Mines Act,,l923 
Section 5(i) -af this Act also provides for regis~ration I 

fddor ies  .employing 5-9 workers but no registration ~nder th 
section was reported up to June 30,1982 ...,..,...,.... ..June 1; 
19.90 (A.D. Labor Welfare, Sialkot) .  This ect requires that a 
enterprises having '10 or more employees (with same cavea. 
depending on the industry) be registered with the government. 

" Government of Pakistan, 1988. 

I 
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also frequent sub-contractors; some 44 per c 
derived from rece ipts  from others in 197 
per cent of the total by 1983-84. Pare 
important: source of credi t  for vender firms. 

It has been estimated on the basis of field wo 
approximately 60 per cent of the informal manufacturing in t 
and metal products sub-sectors is being done for the formal s 
As with ,large scale manufacturing, textile 
employment for the small scale/unregulate 
workers in small manufacturing establishme 
those in household units were employed in textile industry in 1 
84 [World Sank Paper]. The Entrepreneurs 
make certain contracts with the fonnab se 
provides them raw material, makes them we 
running expenses and also pays them a fixed amount on th 
produced), 

. Manufacturing of sports goods and surgical 
is being undertaken by the  informal sector mainly fo 
sector ( i .e .  for exporters) through middleman- In som 
witnessed in Karachi, fixed capital requirements o 
enterprises are also financed by the formal sector. 

11.9 Potential for Gains from Lecraliration 

Tracing out the inter and int 
workers in formal and informal sectors it was found 
within and towards the informal sector are greater 
inside and towards the formal sector- Add 
that the percentage of workers who moved from 
informal sector is significantly higher than the m 
other direction. This is illustrative of the ease 
the informal sector and the more attractiv 
with border line jobs in the formal sector [Khan, 1 
informal sector in Pakistan represents small scal 
entrepreneurs who have a, great potential 
unfavorable market conditions. The evid 
not seem t o  support the commonly held 
informal are significantly lower than t 
most of the respondent were found high1 
present occupation and there appeared to 
upward mobility within the informal sector. 

As mentioned earlier, the firms p 
informal activity are reluctant to be 
sector, s ince  entry into the formal sector wi 
of production and would result in d i f f i c u l t i e  
government regulations. Entry into the formal 
entail any significant benefits and, on the c 























The second point is related to official  

immunity f r o m  payin 
bribes was another reason which prevented them 
on informals. The 
informal trade sector represented yet another co 
ability of officials to tax the informal sector. 
of the mechanisms of tax liability and coll 
of f ic ia l s .  

12.7 Ortzanizatio 

were done in a highly informal manner. 
documents specifying rules of conduct o 
certain place. These were a l l  based on i 

challenged by groups,with divergent or opposing intere 

organizations and associations, with purposes ranging from 1 
high prices to defending rights  to conducting business in 
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A clinic usually does not require a substantial i n i t i a l .  t 

investment, and some of the places visited bec-,me operational with 
as, little as Rs 50,000. Similarly, the investment in a priqate ! I :  

hospital. depends upon the nature of facilities and equipment: -it- 4 - 
plans to use, Some facilities have very sophisticated equipntent t 
(like X-Ray, E, C. G . ,  Ultrasonography etc. ) and may require upT*,to , I 

1 
Rs 10 million. T h e r e  is no provision for formal credit by the i .  
government for such facilities, and usually personal resources as 
informal credit channels are used to meet the capital requirements*. , , - % 

It %?as also noted that the nationalized banks provide credit, but ' . 
only if the applicant has an influential contact. . q I 

i 1. 
: r 

13.2.2 Paramedics !; - 
I I. 

I .  

i .  - 
~ f -  

The four maih categories of paramedics are Nurses, way I 
Health' Visitors .(IETVs) , Dispensers and Traditional Bi,& ~ttendarits  1 -  ' 
.cTBAs). These paramedics undergo a training oriented towards 4 -  , .  , 

assisting the qualified medical persons and providing public health 1 

services such as health education,. family planning services and , I 
- naternal and child care and working at the community level' in 

extending the'primary health care services. It has been seen that f '  

the paramedics who are Z,lcenced to a restricted practice limited I -  k 
. I  - 

to providing first aid and treatment of minor illnesses are engaged ' -, i 

in -al l  sorts of illegal activities ranging from carrying out minor , I . - -  
surgfcal operations such as treating cuts and wounds to dangerous : . 

procedures such as illegal abortions. It is common for the LMrs - 

to call themselves doctors, have their own clinics, and perform all 1 , 

pocedures which a gynecologist would undertake under normal . j - 
circumstances. Similarly, the dispensers, after receivingadequate t 

-training open up their own 'clinics8, and do a flourishing 1' 
' business. Surprisingly, this practice is even carried out in large ! .  - i 

cities like ~awalpindi and Lahore, w h e r e  the people are generally I .  
' more aware and educated. I . I  

+ As mentioned earlier, the government facilities &re i , -  

inadequate to meet the growing needs of the population. Thus, the : .  , 
people are generally faced with the option of either going to ,a 1' 
private facility run by a doctor (which is generally expensive), 
or to visit a paramedic for necessary treatment. Gyven the over&ll 1 
low income structure of the society, majority of the people visit I 

the paramedics because of cost considerations, The paramedics are : i 
more successful . in the, rural ares where they are identified as. I " 

*doctorsv .and earn a very decent living. In urban areas, the 1 

availability of doctors and private hospitals limit the practices ). . 
of paramedics. Still, it was interesting to note that in places 1 I , 

like the Saddar Bazar of Rawalpindi, some clinics m by paramedics . !. 

and dispensers are doing well. u I .  3 

f .  
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I 

*lpracticeH of the paramedics should be checked and controlled ior 
I 
6 

the benefit. of the common man, who suffers because of mishandlgng 
and wrong treatment and medication. 

L 

On the other hand, a two-step approach'to legalizing the 
para medics can be beneficial if their current training is updated t 

I 
first, and later, they are legally allowed to perform certain basic 
duties like patient referrals and treatment of minor ailments. :It I 

is not possible to substantially improve the doctor/patient ratio !. 
i L  because of the rural concentration of Pakistan's population, and i 

the reluctance of doctors to serve i n  the rural areas; thus, I 

legalization after better education and training can be used to the j 

benefit of -the society, Similarly, the TBA1s role in the informal 
sector canr-ot be ignored in this country. The formal structure . C 

cannot cater to the growing needs of the population, and a majority I 

< .  
of the pcpulation (even in urban areas) has to resort to the TBAs. 
Better training and increase in their number (currently at 30,000) ! 
can also be useful to the masses. 
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By 1985, it was clear that the educational targets laid I I 

down in the Sixth Plan could not be achieved. A three year 
priority investment programme for 1985-88 was developed and Zargely 
superseded by the Prime Minister's Five Point Programne (PMP) for I 

economic and social development, 1986-90. The Seventh Plan had a 
target to increase the number of mo/tallah schools by 2 0 , 0 0 0 ,  priniary 1 

schools by 30,000 and enrollment to 13.9 per cent. The budget 
t 
I 

allocation to achieve these targets was Rs 10 billion. However, I 

the increase in the budget still remains inadequate and the i 
projection for both primary and secondary schooling are over . 
optimistic in view of past performance, implementing capacity, the , I ~ 

availability of teachers and financial constraints. i ,  
I .  

The inadequate provision for universal compulsory prim'ary 
t education or the special education needs in the country have 3 e d .  ; , 

to ~a proliferation of informal methods and arrangements to meet , I 

this growing demand. The mushrooming of private schools, coach'ing 
centres, home schools, mosque schools and the informal on-the jbb- t 

1 ,  
vocational training system have fulfilled a crucial need. Most of I r the private schools in the country are unregistered, the coaching 
centres operate at a level outside the formal system and on-the- i 
job training is conpletely in the informal sector. , , 

I 

14.2  
! ' 

Extent, Contribution t o  the Economy 
t 

! 
It is difficult to estimate the contribution of the I 

informal sector in quantitative terms, but the contribution of $he. , 
I 
t informal sector in increasing the capacity and the standard: of 4 

education in the country is indisputable. Those within the forha1 1 

system admit that the education in the informal sector, "forms the a i 

only backbone we might have." In recognition of the contribution , .  

of the informal sector, the government has turned a blifid eye! to I 

the proliferation of unregistered schools, most of which are i' 
unregistered and by pass the public school system. The extension i 

I 
of -state patronage to ntohallalt and mosque schools is a recognition t 

4 
of the informal sector's response to the growing needs ,of . I ~ 

education. : 

The proliferation of private schools, home schools, 
i d  
I + 

coaching and tuition centres, mosque and mohallah schools have i 

contributed to substantial employment and income generation. These I 
informal institutions help supplement the household incomes besides 
providing women with the opportunity to work especially when they I - 

have economic and social problems. The profits generated f r o n ~  - 
establishing a school are conpetitive with any private business 
enterprise, It is estimated that the coaching centres can make up 
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development. The longerthe action is dslayed, the more entrenched 
the problem becomes. I 

I 

< .  



to Rs 25,000 to Rs 
science subjects. 

40,000 per month, especially for tuition in 

According to a survey in 1988, 26,690 mosque schools have I 

been opened. They are usually well provided for, and have normal j 
facilities required for a village primary school; covered space, , 

floor mats, and arrangements far drinking water. Mosque schools ! 
are sometimes utilized for starting complementary programmes of 
adult educatio~, for out of school adolescents and adults. i 

Another component of informal education in Pakistan is j 
the MohaUd~ school. This is another institution in our community, 
which in spite of neglect, continues to survive. Purdah observing ' ! women who can read and write but do not go out, teach the Holy : 
Quran, Islarniat, and selected skills of home management such as j 
embroidery etc. to young girls of the rnohalZah. A mohallah school 
concerned with the function of teaching the Holy Quran is p 

particularly common in the rural areas of Pakistan. The giroblem 1 
with such schools is the lack of interest generated by t h e  teacher. 1 

Co-education is not encouraged and separate arrangements arekostly 1 
i n  terms of physical facilities and teacher's time. I 

l 

Slum schools sprung up in urban katchi ab& are also / 
informal in nature. Usually someone from within the kmchi czbadi - .- 
holds evening classes and educates these children. These katchi dadi I 

schools are popular with the residents in areas having transport ' 1 : 
problems, and where no one at home has the time to take them to a 1 

I 
school in another locality. These schools are even more important 1 
considering that the government planning process does not 'orient 1 
itself to the needs of the urban population living in 'katc~ziabadir. 

> 

I 

The literate women of low income neighborhoods often run ; ' 

classes in reading, arithmetic, and drawing, and other creative 1 

subjects, charging Rs 10 to 30 per month. As a group they organize 
summer activities, adult literacy classes, and in some :cases, 
growth monitoring and immunization activities for small children. 
Such schools are rapidly spreading to other neighborhoods, The ~ 

teachers of some of these schools have formed a Home-Teacher ( 
Association to support their network. Social resistance from 1 
families on sending their children to these schools is considerably i 
lower then the regular schools.. 1 I .  

i '  

Vocational education (functional literacy) in the :formal 
I .  

sector is not job-orientated and there is no arrangemefit for 1 
identifying t h e  training needs of different sectors. In this area i 
too the informal sector has taken the l ead  in establishing 'a very j 

I 

well defined system of ustcui-shugird relationship for di6ferent 4 ' 
sectors. Not only is vocational training in the informal sector 
responsive to the needs of the different enterprises but .it : 
provides an immediate source of income and employment to the 

I 
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14 .4  Requirements for Redstrat ion 

All educational institutions require registration under : 
the West Pakistan Registration of Unrecognized Educational 2 

Institutions Ordinance of 1962. This Ordinance categorically : 
states that, " No unrecognized private educational institution i 
shall be maintained or run unless it is registered in accordance ' 

with the provisions of this Ordinan~e.~~ The educational j 
institutions need to 5e registered with different authorities ; 
depending on whether it is a primary, secondary or higher, level ' 

institute. Colleges have to be registered with the Registrar of 
the University. Higher secondary institutions have to be 
registered with the Divisional Inspector of Schools and primary and - 
elementary schools have to be registered with the ~istrict 1 
Inspector of schools. I 

I 
t 

The requirements include: standard. number and 
qualifications of teachers; their salary and allowances; complete 
information on the finances of the school with bankers; and, 1 .  
financial liquidity equivalent to six months of the teachers 1 
sarary. The schools are also required to provide the site:plan, I 

1 .  
:22:.: s e s t i n g  capacity? since there are strict regulations regarding ! 

1 '  
the maximum limit of children in proportion to the class room , 
space. Similarly a school offering science subjects has to have 1 '  
a science laboratory and apparatus before it can be registered. 1 .  
The school is also required to have a playground with specified ' 
location and dimension of playground, library and museum. , i 

1 
i 

There are a few.schools which axe registered under the 1 

Societies Act of 1961, and one or two as private limited companies. 1, 
i 
- I 

I 

1 4 . 5  Rewirements for Conductinq Business ! 
' .  ! - 
1 I " " . '  

The requirements for conducting business for schools are 1 
stated in the Application for Recognition/Renewal of Recognition 1 
of Secondary Schools. " This is probably one of the most closely and 1: jealously guarded secrets in the entire educational system in the 
country. ~ i v e  attempts to secure a copy of this document failed. ; 
Finally, one of the researchers in this study, through her 
connections was allowed a quick peak into the document. Most .sf 
the schools prefer not to register because they feel that ,these 1 

conditions are impossible to meet. I 
I 

A s  part of these conditions the schools are subject to I 
inspection by a host of agencies including the health department, 1 
municipal corporations, and inspectors from the ~irectorate of 
Schools. The schools  are required t o  renew t h e i r  recognition on 1 
an annual basis. I 

I 
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I 16. HOUSING AND HUMAN SETTLEMENT8 I 
I 

16.1 Essa Masri 

i 
1 

Essa Nagri, one of the informal settlements of Punjabi I 

Christian community began to be occupied in the early 1960s by , .  _ 
means of 'squatting and unorganized invasion. Spread over an area 
of approximately twenty four acres, it contains a range of 

t 
I 
I 

structures from mud t o  concrete block construction, The entire 
acreage is occupied and over the years people have improved upon I 

I 

their dwelling units and have managed to install an informal I 

sewerage system. Water is available through community taps located 1 
in all the lanes. The situation of water improved as the area I 

councillor also resides in Essa Na@. Electricity was brought to 
the area about five years ago but less than 50 percent have l ega l  I .  
connections. The area falls under the Karachi Special Development I , I 

Package 1 for regularization for which the surveys were conducted t 

in 1988 but the actual procedures are still pending. ; 
I 

I 4 
16.2 lab1 Park 

I 
1 I 

Two katchi abadk of Lahore were visited during the survey; i -  

i i : 
Nabi Park and ~ a a d i  Park. In Nabi Park the inhabitants illegally ; 

1 
I occupied the land and in ~ a a d i  Park they purchased it. Nabi Pank I 
I i is situated close to Ravi Park which is a formal housing. I 

settlement. Unofficial estimates put the population of Nabi par'& 1 - 
at 25,000. The settlement is on land which was originally reserve'ct I 1 
for a Park by the Lahore Improvement Trust (now LDA). U n t i l  1973,  
the land was unoccupied and was adjacent to Ravi Park which had by 
this time been fully developed. The PPP Government placed t h i s  , . 

I area under the Alaqa chairman for development purposes who startea 
settling migrant laborers on the land after extracting a bribe from i 
them. People started settling on it and constructing katcha i 

i houses. The occupation was so rapid that the Municipal Corporation I 

could not take any timely action to avert the situation. No basic - t 

services had been provided to the inhabitants. 
I 
I 

! 
I 

By 1975 the  first PPP Government had enforced an act I 

which ensured that squatters could not be forcefully evicted!. 1 
However, the 1975 act and other acts which granted proprietary I 1 rights did not do anything immediate for the provision of basic i 

I services to the katchi abadis. The Municipal Authorities , 
I constructed certain streets and provided limited water connections I 

t '  in Nabi Park. In 1979 electricity was also supplied t o  the area, 
I ' 

I There is still no school or hospital in the locality. Residents ! of the area operate small shops. ! 
I 

I 

I 
I 
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A majority of the people living in ~ a b i  Park are from / 
Shakargarh tehsil and they shifted to Lahore after the 1971 War : 
with India (the area borders India) and the 1974 floods. A 
majority of t h e  residents work as  laborers in the truck station I 

and the whole s a l e  fruit market and are involved in, small i 
businesses in the fruit market. t 

1 

16.3 Saadi Park 

Saadi Park is situated in Shahdra between River ~ a v i  and j - 

Jehangir's Mausoleum. It is a low lying area and before 11969 -it 1 

used to get flooded during the rainy season. until 1969, there was 1 
no housing settlement in the area and crops were grown on this 
land. The Irrigation and Highways Department built a : flood j 
protection dam on the left bank of the river to protect ~ h a h d r a  1 '- 
from the floods. I 1 

I .  
After the completion o f  the dam, land prices increased ! %  

three times from Rs 600 t o  R s  1800 per kanal. The private owners 1 
of the land dec ided  to sell it after further sub-divisions and j 
plotting of the area. No elaborate master plan was made and i . 
government agencies were not involved. The area did  not attract  j 
many buyers. The new settlement developed haphazardly wkthout 4 : water, gas or sanitation. Part of the land was illegally occupied. 1 

; ,  
I 
I 

Due to the proximity of the area to the industr ia l  area 3 
along the  aho ore-~ujranwala road, industrial labor and,lower 1 
clerical staff working in these industries started baying land in j Saadi Park. Rough e s t i m a t e s  put the population of Saadi Park at , 
25,000. i 

17. THE INFORMAL FINANCIAL MARKET 
I 

'I 

17.1 Various Forms of Committees $ 

1 

i 
The committee systemg is the main savings element of the 1 

informal financial markets. The three main forms of committees, 2 
I 

ordinary committee, Auction Committee and the Lucky Committee are i 

briefly described below: 1 
I 

The o r d i n a r y  Committee is the simplest form of the  I - 
committees involving. compulsory saving by the members, and is very I 
popular w i t h  housewives. One of the selected persons, acts as an 
accountant and collects a fixed amount from the members every , 

month. The collection proceeds of the f irs t  month (first : 
Committee) are taken by the person who organizes it. For the 

j 
remaining periods,  a draw is  he ld  t o  determine the sequence of the  i 
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I 

Pakistan. He will hand over the amount (foreign currency) to the 
dealer, who informs his counterpart over here. The equivalent 
amount'in Pak. Rupees is thus delivered (usually at homes) tot the I 

relatives o f  the worker. The system works on the basis of mutual 
I 

trust and there have been no instances of default by the dealers, I 

since that would render them out of the business, Fast and 
efficient ways of comunication like Tele Fax or Telephone are used j 
far such transactions. Similarly, for outward remittances,. the 
same procedure is followed, and the foreign exchange is transferred i 

i in the concerned beneficiary's account i n  the specified country. I 

! 
17.4  Overlunder invoicinq I 

I 

I 

I 

The over/under invoicing practice is very common i n  I 

Pakistan because of the stringent foreign exchange regulations, 
and almost all the exporters and importers indulge in this informal 
activity. Incidently, the exporters/importers are all licensed, 
and as such, fall in the formal group. Generally, the importers 
under invoice the imported goods in order to reduce their port 
charges including custom duties, and other taxes etc. On the other 
hand, they over invoice the imported raw material/machinery etc. 
when these imports are financed through a loan, so that the balance 
amount remains in a safe haven, e .  , a foreign country. As a 
result, using all legal or formal channels, the foreign exchange 1 
is transferred abroad in the beneficiary's account. For instapce, i 

the foreign exchange component of a  ext tile Spinning Unit for the 1 , 

imported plant and machinery is over invoiced typically by Rs 10 
56 

> * 

million. Thus, this amount is remitted abroad informally but i 
using the official channels.  his, off course, is done with the i 

connivance of the supplier and his agents operating in ~akistan. t I 

Similarly, the exporters under invoice the expor 
order to achieve a dual objective. Firstly, this understates 
income and hence lesser taxes, and secondly, they get the 
amount in foreign currency. Some of the exporters buy 
lieu of this amount, and thus 'whiten' this money in Pak 
which no taxes were paid originally). 

I 
'. 

17.5  Foreiqn Exchanqe Bearer Certificates (FEBCs) 
I 

The FEBCs are being widely used to transfer money abroad , 
and to legitimize the black money. Since the certificates have 

, 

I 

-5. 
! 

The machinery is obtained through the supplier's Credit, 
which is repaid in foreign currency through the regular (State 
Bank) channels. " .  

I 
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a special feature in the sense that they are bearer, an. open 
trading of the FEBCs is taking place in the informal market. This I 
*facilitya is used by people who want to "ransfer funds abroad or 1 
who want foreign exchange for their travel needs in excess of the i 
allotted State Bank quota. Similarly, another significant fe,ature 
of the FEBCs is that it helps people 'whitenQ money obtained 
through illegal sources (bribery, tax evasion, smuggling etc. ) . 
The FEBCs are traded at the Karachi Stock Exchange, and anyone 
wishing to convert the black money approaches the broker who, after 
charging a premium (currently 7 percent) issues a certificate 
indicating that the person is holder of the specified number of , 

FEBCs. In this manner, the money is brought in the books with no 
tax liabilities. 

18, MANUFACTURING 

18.1 Sialkot 

The dominant activities in Sialkot are manufacturing of 
sports goods and surgical instruments. The manufacturing of sports 
goods and surgical instruments is not concentrated at any specific 
area of the city. Manufacturing of sports goods and surgical 
instruments is being done in every aohalla and street of Sialkot 
city as well as in every village of the ~istrict. ~ccording to the 
entrepreneurs interviewed during the field work in sialkot, 90 
percent of surgical instruments are being produced by the informal 
sector in Sialkot . 

~pproximately 70 percent of the labor force is employed 
in informal manufacturing sector in Sialkot. A larger proportion 
of labor employed in the informal sector is contract labor or piece 
rate workers. On average 15-25 persons per establishment are 
employed in manufacturing of surgical instruments, In the 
manufacturing of sports goods products 8-10 persons are employed 
but most of the work is done on contract to avoid the factory act ! 
and other government regulations. 

Women have been involved in the surgical instruments 
industry from the outset. Their participation in this sector was j .  . 

encouraged by segregation in the work space. Women are required 1 
to clean the surgical instruments and pack them. Women are also j 
engaged in football cleaning, screen printing, glove stitching and 
the making of leg guards and body pads. 

In Sialkot the entrepreneurs of informal manufacturing I 
units of surgical instruments (metal products) was earning an 
average of Rs 5,000-20,000 per month and the value of their output 
produced during the month varies from Rs 50,000 - 200,000. In case 
of sports goods sub-sector the person interviewed was engaged in 
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earn an average of Rs 200-300 per day fr 
consisting of four machines. In food and 
person was earning Rs 1,500 per month i 
500-1,000 in off season. 

18.3 G u i  ranwala 

~anufacturing of metal products is t h e  do 
in Gujranwala - Manufacturing of al..;tmi 
at Muslim Road; washing machines, r 
electrical appliances like donkey pumps and electric 
~afizabad Road, Gondlanwala Road, Muslim Town, ~omina Ro 
Cinema Area; ~ u i  Gas burners and other related appl 
Garghak (around the Crown Cinema). 

Manufacturing of 
activity among inf omal manuf 
concentrated at Abadi Mohammad Bakha 
Mandi. Manufacturing of fo 
sub-sector in Gujranwala. Appro 
small units are working informally. 
Guj ranwala, These uni t s  consist of manuf actu 
toffees, soft drinks, biscuits and other local 

A significant proportion of the labor f 
in inf omal manufacturing sector in Gu j ranwala. 
persons per establishment are employ 
machines, 5-10 persons in the manufacturf ng of 
20-30 persons per establishment were working 
food and beverages sub-sector in case of factorle 
in case of small units of sweets and toffees and 

In G u j  ranwala, women ar 
activities. They usually work from 
representatives of both formal 
at their homes and collect the fin 
piece rate basis. 

The income generating p 
engaged in the informal manufae 
Guj ranwala has been estimated 
average of Rs 200 per washing 
per day. In textile sector t 
manufacturing of bed-sets and sof 
average Rs '8,000 - 10,000 pe 
In food and beverages the int 
and t o f f e e s  worth 80,000 per d 
involved in the same business ea 
day. The value of dai ly  output produced by entrepren 
soft  drinks varies f r o m  2,000-3,000 and they earn an 
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I 

100 - 200 daily. I 

! 
The required investment in the metal products sub-sector 

1 
in Gujranwala is estimated at an average of Rs 30,000. Accordipg . 1 
to person interviewed in t e x t i l e  sub-sector the required investment . I 

per machine varies from R s  50,000-100,000 i n  case. of local I 
machinery and if" some one wants to install imported machinery this 
cost rises to Rs 200,000 per machine. According to the persbn ' - 1. 
interviewed, the required investment in food and beverages sector 
Tiaries with the activity in this sector (e .g ,  to set up.a factory, i 
like h i m  the required inv-estment varies f r o m  500,000 to 1,000,000 1 
rupees and -Rs 15,000 is enough to produce sweets and toffees in 
traditional manner. And for bottling units Rs 25,000 - 30,000 is 
required, 

i 
i 
! 1'" 

! 

18.4 -~ Karachi ! 
t 

, - I 
* 1 

Manufacturi~~g of plastic products, textile 
( ready-iade garments, hosiery products and s i l k  weaving on hand- 

I' 
looms) and-metal.  products were dominant activities vong the 
informal manufacturing in Karachi. Manufacturing of plastic goods 

i 
- 1 .  

and" ready-made garments are scattered throughout the city, silk - i 
t hand-looms are concentrated at O r a n g i  Town, hosiery at Firdtous - [- 

Colony arid Nazimabad, steel furniture at Laloo- met , and s o m e  I. 

. activity at Lawrence Road near Rasala Police Station, silencer 
making near Jubli c i n e m a . ,  tin container at Orangi Town, tubs and ! 

I ,  
pales at Joona"market. r ,  %[ , 

1: - 
~anufacturing of Banarsi cloth is the most importairt 

I 
informal activity at Karachi. 95 percent of total, production of- ; .  , .  Banarsi cloth is being produced by small informal manufacturing 

I units at Orangi and Korangi. I - 
I 4 i 
I ~ ~ ~ r o x & t e l ~  5,000 hand-looms are working in tie 1. 
! 

t 
informal manufacturing of 'Bmrarsi cZotiz at orangi, A substantikl 

I amount of the labor force is employed' in informal rnanufztcturiqg 
i; + 

I s ector  i n  Karachi. On average two persons are employed on eapA i 
hand-loom, one of these two is usually an apprentice. One man per 

' machine in manufacturing of ready-bade garments is employed an& . i .  
i 

further one  helper is also employed on every 5 employees. On I 

average 4-12 .workers are employed in hosiery manufacturing units .  B I t , 
On average' 2-5 persons per establishment are employed in' t 

manufacturing .of steel furniture, and one man per machine for ! 1 
manufacturing of plastic ~toys. I 1. 

! -E 
I h survey done of tho informal sector in Karachi found. 1 

I t h a t  53 percent of all the employed w o m e n  in the sector w e r e  honie, ' i i' 
I based. Another study done in Rawalpindi showed 83  percent home- . .i' 
I based workers. The World Bank estimates that 70 percent or 147 f. 
I t 
I u 3 -  1 ,  
I 
I 1 
I 

L 

I : i 

1 



Insofar  as the income generating potent ia l  of iqformal I 

manufacturing i n  Karachi is concerned, it has been estimated (on ; 
t h e  bas i s  of f i e l d  work) t h a t  the entrepreneurs engaged in the ; 
manufacturing of Banarsi  cloth earn an average income of R s l  5,000 1 - 6 ,000  per month. I n  ready-made garments t h e  entrepreneurs having ; 
a u n i t  consis t ing of 4-8 machines w e r e  earning an average 3ncome iA 

of Rs 7 , 0 0 0  - 1 5 , 0 0 0  per  month i n  peak season. While people ! 
engaged inmanufacturing of hosiery products average monthly 5ncome 
for s t i t c h i n g  units  and kn i t t ing  u n i t s  were estimated i n  the. range ' - ' 

of R s  3,000 - 8,000 respectively. The entrepreneurs engaged i n  1 
t h e  manufacturing of m e t a l  products were earning an averagetof Rs : 
10,000 per month. And the manufacturers of p l a s t i c  toys w e r e  i 
earning an average of Rs 5,000 per month, , " 1 

i 
The required investment in the metal products sub-sector 1 

is estimated a t  an average of R s  25,000, According to persons 
interviewed in text i le  sub-sector the required investment yaries 1 
from'Rs 5 ,000  - 25,000 per  machine ( i .e .  Rs 8 , 0 0 0  for ready-made j 
garments, 'Rs 10,000 for s i l k  hand-wrapping u n i t ,  R s  8,8100 per ham$ i 
loom, for Banaxsi Cloth, Rs 25,000 for circular kr-itting, and Rs 
20 , 000 f o r  sewing of hosiery products) ; and an average investment . 1 
of Rs 5,000 is required to set up a u n i t  f o r  the production of . 
p l a s t i c  toys, , 

i 

1 
19, TRADE AETD COMHERCE i 1 

I 

I9.1 A ~ruit Bazaar in Peshawar t 
I .  

1 * ,  

i- 
The main f r u i t  bazaar in Peshawar is located l e s ~  than I 

a kilometer ahead of t h e  Front ier  Corps Headquarters on GTl road. J 
A tall but narrow ga te  leads in to  what would roughly reseble a i 
rectangular enclosure w i t h  an area estimated a t  about : 15-20 ; 
jareebs, ' Makeshift shops ( r e t a i l e r s )  rest along the boundaries of 1 

I >  t h e  enclosure. Each shop boasts a highs cemented cei l ing.  one shop 
can be delineated from the other by l a rge  p i l l a r s  which serve the ' 
prac t i ca l  purpose of d i f fe re i i t ia t ing  one shop from another; - A l l  1 shops are open-air b u i l t :  there is no concrete entrance into a 

! 

shop. The compound area is designated for t rucks which bring i n  r 
the suppl ies  from the mihk (commission a g e n t s  cum middlemen)', t 

1 
1 

s ~ h i s  allows stockpil ing/inventory storage. Space outside the 
boundaries of a shop w a s  a l so  u t i l i z e d  as storage. a 

t 

124 t 
I 

1 

I 

1 
! 
i . , 

mill ion women in the informal sector work from the home. Most 
home-based work is i n  manufacturing; hosiery goods, t a i lo r ing ,  ' 
packing medicines, s t i t c h i n g  leather goods, making of paper copies 
and bags, processing of dr ied fruits and spices  etc.  





1 

I 

I 

: 

growth since its inceptian about 20 years ago. A t  that t i m e  the i 
bazaar was much smaller with only a few traders inside the bazaar, I 

Trading was regulated by the municipal cooperation which also 
provided make shift shops inside the bazaar. Over time, however, i 
increasing demand prompted the growth of the bazaar which 
manifested itself not only in the presence of more traders inside 
the bazaar but by attracting vendors and hawkers outside of it. . 
These traders have not been able to conduct trade inside the 'bazaar I 
because an informal organization has effectively barred them from , 
entry. Reportedly, the primary motivation for this informal : 
organization has not been the fear of competition, but 
considerations of how a congested bazaar would affect business at ' 

large. A congested bazaar is also undesirable because of its T 
greater susceptibility to raids and invasions by public offi'cials. j 

i 
The hawkers and vendors have situated themselves optside I 

the bazaar. Some of them vend during the trading time and: leave ! 
at the end of the day. Most vendors, however, have set up semi- , 
permanent establishments and do not relocate at the end of the f 
trading day. One feature which distinguishes these vendors from , 

those who relocate at the end of the trading day is the longer time I 
they have spent in this locality, ~ccording to some such vendors i' 
the longer association with the periphery of the fruit bazaar has j 
given then something of an extralegal right to set up, semi- 
permanent establishments. I 

I " 

The hawkers and vendors outside of the bazaar, both with I 
semi-permanent establishmeats and the ones who relocate at the end i - . 

1 of the trading day, have been particularly susceptible to raids and t 
inspections by the PMC and the Peshawar police.. Unlike the I '  
shopkeepers inside the bazaar the vendors and hawkers outside of 1 
the bazaar do not have anything of an informal organization!which i 
would shield them from such inspections and raids. This is partly < 

because raids and government inspections are not frequent, and . 
partly because these traders willingly acquiesce to paying bribes, 1 

i 
1 . ~  < 

I 

! 
I - 

Y~hops inside the bazaar allow greater economies of sca le  than 
the reIzn"s which vendors use as a place for storing their goods. 
 his is the basic reason why the area inside the bazaar was a more j 
attractive place to conduct trade. The lesser susceptibility to i 
raids and inspections inside the bazaar was another incentive to I 
move there, Furthermore the opportunityto develop closer contacts i : 
with artjzi's and the consequent advantages of such an association, was 4 
another reason to prefer trading inside the bazaar. Some of these 1 
advantages, such as the availability of credit, were discussed in i 
the preceding paragraph. , -  I , - 

, 
I 

I 
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The entry of new informals desirous of setting up semi- 
permanent establishments outside of the bazaar has not as yet been 
a major problem. There were only a few cases where such 

were attempted. Such invasions occur over a period of 
time; the new entrant typically enters the locality as an itinerant 
vendor during which time he tries to get acquainted with the 
vendors already established in the area. Gradually he begins to 
tent overnight in the locality. If this is not met with 
resistance, he sets up a semi-permanent establishment. 

Neither inside nor immediately outside of the bazaar were 
there any women engaged in trading. The venue for women was tbe 
sidewalk along GT road and the area directly opposite the Frontier 
Corps Headquarters, Women chose this location primarily because 
of its close proximity to a vegetable m u d  on Shahi Bagh Road and 

, to. the street leading into Firdous Cinema, areas where trading was 
. robust. Most of these women had husbands who also worked in this, 

area; according to some women this was an important consideration. 
It allowed women to share the responsibility of looking after their 
children with their husbands, and reportedly, the immunity from 
possible harassment from male customers and traders. The close 
proximity to an area where trading was robust and where consumers 
abound allowed them an easy market to channel their goods, 

Most traders (inside as well as outside) of the fruit 
bazaar are not migrants from distant areas. The typical trader.is 
a commuter from nearby refugee camps, villages and towns, .ruch:as 
Dir and Bajour. In the characteristic case, a shop (inside the 
bazaar) is operated by three individuals. Two of these individuals 
work during the trading hours whereas the third acts as a watchman 
during the hours when trading does not take place. The semi- 
permanent establishments outside the bazaar are (on the average) 
operated by two individuals. One does the trading and the other . 
acts as a watchman during the non-trading hours. 

The greater percentage of the surveyed traders in this 
area were from t h e  Hindko tribe. The most popular reason for 
selling .fruit, or for that matter engaging in trade, was related 
to the profession of the tradersq parents. In the typical case ' 
the reason for an individual to engage in trade was because he had 
learned the relevant skills from his father or an uncle involved 
in the same trade. Those who did not belong to the preceding 

61~he exception to this is in the case where a new entrant: is . 

introduced into the area by a cousin or an acquaintance who already 
holds a position in the area as a semi-permanent vendor. In this 
case, the entry into the cherished location is easier. 
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category were involved trade because access in tq it was 

19.2 Azam Cloth Market I 

A z a m  Cloth Market is the specializes wholesale and retail i 
! market for cloth, bed sheets, laces and other related items; it is ; 

one of the main distribution points for cloth in the province of i 
punjab. The market is situated in the narrow alleys of the old ; 
city of Lahore. 

~ t The market has registered remarkable growth sin& its 
inception in 1947. According to some estimates, there were 800 j 
wholesale and 700 retail shops in the market in 1983: itinerant 1 
vendors, hawkers, stall owners are not included in this figure. 1 
Over a 25-year period the market is estimated to have expanded 50 1 
times or more; the growth of the textile industry .in Punjab has 1 
expanded at the same rate. Land in the market, according to real i . .  i 
estate brokers, commands the highest prices in Lahore. The cost 
of buying a shop in the market ranges f r o m  Rs 200,000 to Rs . 
300,000. 

1 

i 
- The central actor in the operations of the market is the ; 

&hi. The mthi's typically contract the output from the. big producers 1 
well in advance. Large sums are advanced to the mill owners in ;. ~ 

order to secure the output. Another type of transaction, prevalent i 
in the market, is between small mills and hand loom producers and 1 
the mthi. These mills contact arfhi's who purchase output from them / 

1 
and then sell it in the market. Since the arthis secure the -small 
mill owners a market fortheir goods, they charge a comission for i 
the transaction. The mhk are assisted by dyers, folders and 1 
loaders, who also act as sources of information on market demand. ; . I 

.! l >  ' A 

Three major ethnic groups are represented among arthi's and : 
traders in the market. These are (i) ~arowali Sheikhs,. (ti) ; - 

i .  

Amritsari Xashmitis, and (iii) Memon. ~onsanguinal ties with a 
: ". 

trader or urthi in the market determines the ease or difficulky of j , 

entry in the market. Typically, in more lucrative activities blood I ; '  ' 

and family ties act as deciding factors for new entrants. Atthe 
lower scale, however, entry is easier, and the resistance. from 
those already established in the market not a pressing obs+cle. ; 
A formal association of traders exists which regulates internal j 
competition and lobbies with public agencies for market interests. ; 

I 

i ,  
k 

, i 

62~t the level of a hawker or vendor access into trade was 1 
easy. Initial investments and working capital requirements were 
cited to be low.  his observation was supported with figures in 
section 12.3. . . I 





500 per month, while the maid servant or czya and the sweeper get Rs 
600 each. Per the owner of the school, the teachers get a lower 
salary because of abundant supply, while the lower staff is paid 
more since it is hard to find a sweeper or maid in the locality. : 

The owner reaches an agreement with the mohdZu book 
seller to split the sales commissions, and makes it mandatory for 
the students to buy text books and note books from the particular 
book shop. Similarly, he 'contracts out1 the servant quarters to i 
a person to run the school canteen on a stipulated monthly fee. 

The owner tried is best to get the school registered in 
order to be eligible to receive the annual provincial government I 
grant, but did not succeed because of sub-standard facilities. He 
pays a fixed amount every month to the education department people I 
in order to avoid various inspections. He is very happy with the 
progress so far, and plans to open another (similar) branch in the 
adjoining locality soon. 

22. TRANSPORT 

22.1. A Case of susuki Wauons 

Presently there are approximately 1,000 ~uzuki wagons 
plying on the intracity roads of the urban area in Pesh'awar. 
According to the various groups of operators almost 60 percent of 
these are in the informal sector. The RTA does not have a 
separate classification of these vehicles therefore there is no 
information available regarding #Suzuki Wagons9 with the government 
departments. 

There is a Token Tax charged @ Rs 200 per quarter.; The 
parmiss.ion to ply a 'Suzukil is given to carry eight people 
including the driver. If there are three people sitting in the 
front - including the driver - then there is ground for a Challan 
(Ticket) or  ratification' to the Police Officer. 

To break even, that is to earn Rs 100 per day after 
expenses excluding depreciation, the operators of 'Suzukii carry 
twelve to sixteen passengers. There is always the chance of 
running into one of the traffic police who is not part of the 
regular 'beat' and this chance rendezvous costs the operatcr Rs 25 
to Rs 30. On one particular route an operator has to pay Rs 10 per ; 
'beat' and there are three such 'beats1 along the route. This j 
gratification needs to be paid because the municipal corporation 
has not provided any regular 'stands1 or spots from where the 
passengers of the ISuzuki' are able to embark or disembark at , 
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Annex 

The Role of the Informal Sector 

From the World Bank s World Development Report, 1990. 

In most developing countries the informal sector plays 
a prominent role in providing employment and incomes. It has been 
estimated to account for 75% of urban employment in many countries 
in Sub-Saharan Africa and 85% in Pakistan. It also accounts Yar  
most of the poverty in urban areas. In Cote d1 Ivoire, for example, 
the incidence of urban poverty in the informal sector is more than' 
three times that in the formal sector, 

The informal sector is very diverse in 'its income 
structure and activities. It is dominated by one-person firms and 

. small-scale entrepreneurs that employ a few apprentices (often 
relatives) and hired laborers. Firms are not cove~ed by government 
labor regulations, and there are no restrictions on entry. But 
many in the informal sector pay indirect taxes and fees - licence 
fees for small repair shops and street vendors, for example, Wages. 
are generally lower than in the formal sector, especially for 
apprentices, But there is also a high degree of inequality, and ~ 

many entrepreneurs do much better in the informal sector thnnl.in 
the formal. Activities range from efficient manufacturing, 
transport, and trading enterprise, to marginal work such as 
collecting and recycling trash. Most of the sector's production 
is for consumption - especially by low-income households - and . ' 

little is exported. 

As in, the rural non-farm sector, growth in the urkan 
informal sector depends on the rest of the economy and, J in 
particular, on the demand for non-traded goods and services. 'But 
preferential treatment of large firms has undermined the informal 
sector. Subsidized capital' for one part of the economy implies 
fewer resources for the rest, 

Some countries have tried to offset these biases. India 
for example has provided cheap credit for small enterprises and has 
restricted competition from larger firms. This kind of approach 
rarely works. Protection and constraints on the entry of large 
firms into labor-intensive activities, have tended to reduce any 
gains in employment, especially since credit subsidies have led 
many small firms to adopt relatively capital-intensive techniques. 
Distortion's in the product markets, particularly biases in the 
structure of protection among industries, have probably been a more 
important influence on the demand for labor. Indeed, evidence 
suggests that small firms in the manufacturing sector are not 
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t 

< I 

Eydex23sad. Both the DRMS report and the World Bank study examine i 
trends in enploynent, investment, value added, capital-labor 
ratios, etc. in each of the  nine two-digit ISIC categories1.' 

I 

2. Ski 11 Famation 

S k i l l  formation in the manufacturing sub-sector was the 
subject of a pager by Shahnaz Kazi (1987) - This 'paper j - 
bistinguis'ned between skilled and unskilled self-employed 
individuals in the cities of Rawalpindi and Lahore. The sample 

I L 

sum6y used was very small and concentrated on areas where expected ; 
informal activity was most pronounced. A large proportion of the i 

' skilled self-employed (proprietors and independent workers) were . 
i found to make a better living than they would in the formal sector. ; 

The poorest in the informal community (the unskilled workers, such 
as hawkers, shoe shine boys, etc.) were excluded from the survey ' 

! 
.because acquisition of skills was considered to be beyond the :reach 
of -is low income group. The paperv s major finding was that skill ! - 
aoquisition through the informal apprenticeship system is 1 
benef iciah to the employer and to the employee; the alternatdve of 
acquiring skills through formal training was found to be a costly :. 

i 
option. The major limitation of the study was the small s i ze  of 
the sample, providing, at best, only suggestive comments on policy- / 
zaking . 1 

The theme of skill formation is also pursued in a paper , 

by Burki (1990). The objective of the study was to highlight the ; 
characteristics of the informal/forrnal sector relationship.' The \ 
study was based on a 1989 survey which included the cities of ; 
Rawalpindi , Sialkot , Daska, G u j  ranwala, Lahore, Mian Channu, and ! 

Karachi and included activities as diverse as repairing a e d c e s ,  i 
manufacturing/crafts, construction and personal services: An j 

'important conclusion is the refutation of the exploitation +Aesis. 
Contrary to the expectations of this t h e s i s ,  the finding was'that i 
the mad-sIzn@ (master-apprent ice)  system is a mutually advantageous ,: 

I - 
one. Lower i n i t i a l  wages or subsistence wages paid to the shagird ; 
are justified in light of h i s  inexperience, lack of skills, and t h e  i 
necessary training costs which the ustad must incur .  Wages of the ; 
s h a ~ r d ,  however, w e r e  found to increase with time spent on training I 
and on acquiring skills. , I 

I 

According to Burki  (L990), apprentices and employees 1 -  

i earned s~bstantially less than the self employed, but the lower 
earnings for employees and apprentices appeared to be a t empbrary  ; 

i phenomenon. As they progress in age their earnings rise s h a r ~ l y .  ; 
I The earnings of skilled persons increase significantly with on the 1 
I 
I 
I 
I 
I 

I 

'such as Food and Beverages, Textiles, Wood and Furniture; etc. 
1 
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I 

, sectors where training period is the lowest. 
respondents were highly motivated. More than 89 per cent o 

I 

I employees liked their present occupation- 

I 

characterized by poverty. The empirical evidence for 
I was based on a survey conducted by the Pakistan I 
i Development Economics in the urban Rawalpindi area; t 
I 

i methodology was that of econometric estimation of 
I choice and earnings differentials. 

Burki notes that evidence from a survey of i n  
sector enterprises does not seem to support the v i e w  that ea 

earnings of self-employed (Rs 3,476) were about three times 
than the earnings of employees (Rs 1,205) and absut ei 
higher than the earnings of apprentices !Rs 4 5 2 ) .  

Evidence points to lower wages in the i n f o  







I 
I 

Annex 10. 

i 
i 3Iistorical Pers~ective on the Informal Financial Sector 

I 

i The roots of the informal financial structur 
. traced back to the pre-partition colonial period, when it was , 

I 
I 

mainly rural in character because of our traditional reliance on 
i the agricultural sector. The most dominant act 
, . 
i , sector, i-e., credit, had affected almost every hous 
I 
I 

days. Before independecce, the money lenders were mo 
I 
I bmia, saltukur or &ria (commission agent) , who supplied 
I for production, marketirq or household needs. He sel 
I 
; ' 

' questions about why the money was borrowed. an 
I 
I ,  delievably high interest rates. In addition, they 
i t  , collect gold ornaments from the borrowers as a collateral, 'and ; 

would not press for the repayment of the  principal as long as the 1 I 

t ! -  . .  . , i n t e r e s t ~ w a s  paid recplarly. A s  a result, once a peasant got: into i 
1 ,." debt, he seldom was able to repay it in his lifetime, and passed 
, -  . the he&vy;burden on to his successors, That is how the ownership :, 

' 0% land began to pass from the agricultural classes (peasants) to i -  
' 

, I , the uraan money lenders. Since 1947, the money lenders haveibeen ; 
, replaced by Muslims, who are as oppressive as their p 
I ,  
t , " But their operations are carried out in a rather discreet manner. 
I 

I 
I similarly, a look into the history of .savings; and 
I , investment also =weals that the informal sector had been catering 
I to the needs because of the formal sectors incapacity to serve the 
, masses. Traditionally, household/business savings were ke@t at i 
I home (sometimes hidden underground) . Banking was mainly limited - 1 

to the  urban areas, and the rural inhabitants  did not have any 
other alterna~tive. With the improvement in the postal. facilities, -, 

I ,  the Post Office Savings Scheme (Pass Book System) s t a r t e d  gaining 
i , popularity in the country. In the formal sector, the National. 

- savings Centers are operating in all parts of the country; but;with 
I 
I , limited operations. F i r s t ,  the centers are not accessiblk to 
, everyone; -second, the offered savings schemes are not well- 

. publicized with the result that majority of the  people are ignorant 1 
I _ - of what iS being offered. Traditionally, the informal 

have beerx'in hoarding and speculative activities, and t 
t even cok t inues  now, using better and innovative methods, 

- -  - ' 1..  " 
, ,  The foreign--exchange informal market has develop 

! -  the increase in foreign trade, migration of Pakistani 
abroad, the constant depreciation of the Pak Rupee, and ver 
State Bank of ~akistan foreign exchange regulations, 

I 

I 
I 
I 

I 
I 
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Reuuirements for Redstration and for Conductina Business . 

According to the Lahore Municipal Corporation (LMC) , all 
itinerant (mobile) vendors are required to register with it. 1 

Vendors register with the municipal corporations in their , 

respective zones.2 All zones have a consistent criteria for issuing I 
 license^.^   he numbor of licano5s issued in a given year, however, 
differ from one zone to another. A license is issued for the sale I 

of specific goods. 
L 

The cost of registration is a uniform Rs, 60 withouk a 
I 

1 
license plate and Rs 65 with a plate, across the six zones. 4 

According to some itinerant vendors who were interviewed, bribes 
ranging from Rs 100 to Rs 250 were also offered. In most cases 
t~ese bribes w e r e  Gecessary costs of b e i ~ g  irrf~mal. This raised I 

the effective cost of registration to as high as Rs 250. The 
license has to be renewed at the end of a 12 month period for a ! 

fee of Rs 25. I 

The LMC has no registration requirements for fixed or I 

semi-f ixed5 vendors. Officials the LMC stated that fhe 
government has never made any provls ion for fixed or semi-fixed I 

vendors; their widespread existence in Lahore was classified as ; 

illegal activity. 
1 ,  

The main agency involved in the registration process for L 
vendors in Peshawar is the Pesbawar Municipal Corporation (PMC) , 
Since 1983 the PMC has stopped issuing licenses to itinerant 1 .  
vendors -with the objective of reducing traffic problems, The i 
presence of a large number of vendors around Firdous cinema and i 

sabrirnandi clearly depict this problem. L I  . 
i 
I .  The process of obtaining a license was s i m p l e  and did i 

not involve any major costs and time. The PMC did not establish I 

i 

i 
I 

 ahor ore city and peripheral areas of it fall into six zones. ; I 
. . - - -  ! 

I 3 ~ h e  decisiorr to issue a license of a zone was based on : 
how a marginal increase of vendors would affect a given zone. t 
The extent of traffic congestion caused by vendors was used :to 
assess whether a license ought to be issued or not. ,. 

4 ~ h i s  is because some zones are more congested than others. 

'semi-fixed vendors have the flexibility to relocate at the end 
of a trading day, but are not compelled to do so. 



I 

the number of license to be issued in any given year befork hand. 1 

To obtain a license an applicant had to incur. an annual fee of Rs 
50, an excise fee of Rs 10 per annum, present a valid national ID, 
and vend only in a specified area and commodity. 

Over time it became apparent that the policy of issuing 1 
licenses without an established target resulted in major problems. 
The vendors did not comply with registration requirements, Street . 

invasions became a chronic problem. The consequences of a public , 
place congested with vendors affected the environment and the i 
entire network of economic life in the city. For example, the 
presence of vendors near bus stops and ot3er key locations in the i 

city created traffic jams. i : 
I 

The lack of a clear sense of how many licenses ought to 
be issued was not the only problem; a mechanism to enforce the i 
requirements for conducting business was also deficient. ~eanwhile ! 
new entrants in trade and commercial activities began to grow. The I 

I 
never entrants faced with increasing costs of registration6 elected ! 
themselves into the informal sector without complying with 1 
registration requirements. Uncontrolled street invasions became 
popular, , I I 

I 
Efforts by the Peshawar Traffic Police and the PMC to 1 

curb the growth of informal trade and commerce were largely 1 

abortive. The PMC decided not to issue any new licenses in 1983 
and the police became more vigilant in attempting to forcefully j 
remove the illegals. These efforts were not very successful I 
because the enforcing agencies started receiving regular bribes ; 
along with other forms of economic incentives which would deter ' I ; 

them from seriously addressing the problem under consideration. 7 

One such incentive was in the form of free fruit or vegetables 4 
which the traders would offer to the Police and to PMC officials. j, 
This attitude of the regulatipg agency and the convergence of its ! , - 
interests with the informals contributed to further evasion of j 
registration requirements from new arrivals. 

I 

LMC has some Qroad requirements for conducting business, f 
These are targeted primarily at itinerant vendors. Insofar as the i -  
N c  is concerned, the activities of fixed and semi-fixed vendors, I 

i 
I 

. . 

I 
- '~ccordin~ to one official at the PMC, the official cost of 

registration did not rise. The frequency and amount of b~ibes, j 
however, increased and acted as a deterrent for new entrants to 
get registered. i 

7  his is not to say that the informals "willingly" paid bribes ; I 
and incurred other costs of informality. The decision to incur i 
this cost was based on a cost-benefit analysis of staying informal. 
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and those in mandis are illegal, 8 

One important requirement for conducting business is that 
no itinerant vendor can stay at any one location longer tpan the 
time it takes for a sale or transaction to materialize. This 
means that the itinerant vendor must constantly be mobile. In none 
of the surveyed areas in Lahore was this requiremefit met by I 
vendors. ! 

A vendor with a license is also required to conduct 1 
1 

business only during specified hours and localities. If he fails 1 
to comply wfth this requirement, LMC has the right to confiscate I .  

his rebi and whatever goods he might be selling. Another ground 1 

for confiscation of goods by LMC occurs if a vendor is found'to f 
4 

sell goods for which the license does not hold. 1 

1 
Though these requirements appear to be strict their i 

enforcement was ineffective due to a number of reasons. In the ' .  
first instance of a breach, the LMC would typically warn the 
offender, Repeated offenses were met with drastic actions by the 
LMC. According to some vendors, there is no warning system by LMC. i 
B r i b e s  are paid in advance and sometimes on the spot to the LMC~by ! 
both licensed and non-licensed vendors to avoid hassles. 

i i 
I r 

Vendors in Peshawar face the same requirements for 1 
conducting business as those in Lahore. The major difference. is I 

in the enforcement of the requirements for conducting business. 1 
In Peshawar, enforcement was even more inefficient than it was: in 1 

Lahore. The number of individuals with expired vending licenses i 
were numerous. A general trend among such individuals was to sta,e- I 

business by complying with official requirementslO; over time, 
I 

however, there was a proclivity to evade fulfillment of 
requirements for registration as well as those for conducting ! 
business. 11 1 

{ 

S t r i c t l y ,  speaking, however, one cannot attribute this 1 .  I d  

pheriomenon to evasion. The fact that vendors did not get their 
I 

1 

8 Juma (Friday), Mangal (Tuesday), and Itwar (Sunday) bazaars 
are legal activities but fall under the  regulating purview of ,the I 

! 

Lahore Development Authority and not WC. ! 
. - 

1 

 here are obvious problems of enforcing such a requirement, i 
1 

an i s sue  to which we will revert in the  next section. j .  
I 

' O ~ k r i s  bas ica l ly  only meant having registered themselves with 
the appropriate regulating agency. In the case of vendors this was 

I 

L 
with the municipal corporation. I 

"~vasion was in'the form of invalidated licenses. 
I 





I 

I 
I 
I 

Annex 12.2 I 
I 

, 
Outline af Areas for Trade and Commerce I 

t 
The cities of Lahore and Peshawar were chosen for ,the 

survey. Lahore was chosen because a significant percentage of the 
city's labor force is employed in trade and commercial activity I 

(approximately 30 per cent). Peshawar was included in the survey 
because of the expected level of informal activity in that city. 

$ 

The survey was biased in that it gave primary attention to the i 

activities of vendors and mandis (specialized commodity markets) . 
These repgesent the lower echelon of informal activity in trade and 

, 
I 

commerce. They were chosen as the focus for the study because of 1 

; ,  
their visibility.13  andi is were interesting because in spite of'the 
fact that they constitute the bulk of the wholesale market in 
fruits and vegetables, they axe illegal activities, 4 

-. Both cities were also interesting from the point of vieu >I 
that neither supported the popular hypothesis that the informal 
sector is the primary venue of migrants, and that migration is the 
casus belli of urbanization and of urban planning. " On this score, ! 
the surveyed cities offered a direct contrast to Peru, where the ! 
informal sector and part of the reason f o r  its phenomenal growth 
is attributed to migrants. I 

t 

i 
I 

"~antos has developed a scheme whereby informal activity Is 
categcrized into layers. According to this scheme, the infomal r 
sector is divided into an upper, middle, lower and bottom class- t 

The upper class consists of wholesalers, merchants, proprietors of 
workshops, religious leaders, transporters, e t c , ;  self-employed I 

artisans, shopkeepers, dairymen, skilled workers and religious .I 
! 

teachers make up the middle class; the lower class consists of t 

hawkers, domestic cooks, casual laborers, apprentices, etc,; the i t 

bottom of the scheme are mendicants, orphans, handicapped, etc, t 

(Santos, 1979). 
I 

, 13T'his was a significant consideration in light of the limited 
I 

. 1. _ _- 
time to do field work. We have, however, not exclusfvely confined ; 
our analysis to these activities in the informal trade sector. i 
Where appropriate we will discuss other activities of the informal , 

i 
trade sector in parts of the report. 

$4- an the case of Lahore, Qadeer demonstrates that in-migrants 
I 

! 

make up on.3~ 25% of the urban population (Qadeer, 1983). According 
to our swn7ey, most traders in the informal trade sector were not 
zigranks k ~ ~ t  commuters from nearby villages and towns, such as D i r  t 

and B a j a ~ r ,  
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In Lahore, parts of Anarkali, the Railway Station, Akhari : 
Mandi, and Liberty were chosen for the survey. In all these areas , 
the  presence of informal vendors (includes itinerant, fixed and ' 

semi-fixed vendors), street hawkers, and peddlers was significant. 
j Significance of the level of economic activity was gauged from , 

figures on initial investments and number of employees. The 1 
figures for these variables were obtained througl? individual ; 
interviews of people involved in the trade of differem : 
commodities. 

I 

Anarkali, Liberty and a significant portion of the ' 
Railway Station was marked by traders in ready-made garments: The I 
Railway Station was also the venue for substantial trading in ; 
fruits, vegetables and refreshments. Vegetables and fruits w e r e  1 
the primary commodities traded in Akbarimandi. I, 

I 
1 

In Peshawar, chunks of GT road where informal trading : 
appeared to be significant were chosen for the survey. Roughly, 1 
the surveyed area encompassed the parts on and around the Firdous ". .. " 
cinema, -The m o s t  sa~ta_n,t,i+~=- trading i n  r e  was - in- i 
vegetables and fruits. Part of the GT road sidewalk directly 
opposite the Frontier Corps Headquarters was the venue for women , 

traaers. Here, informal trading was primarily in goods such as 1 
bangles, trinkets, toys and ready-made garments. The road leading 

: up to the railway lines, that is, the street along Firdous cinema, , 
was dominated by fruit and vegetable vendors. - The New Sabd Mmrdi \ 
on Shahi Bagh Road which encompasses the area around the ~ailvay 1 
line crossing was one of the main surveyed parts of the area. In ' 
addition, the Fruit Bazaar, situated less than a mile ahead of i 
Pirdous Cinema on GT roa2, was also surveyed. I 

! ' 



Annex 12.3 

R o l e  of Women in the Informal Trade Sector 

I 

The role of women in the informal sector of trade and i 

commerce can be understood in terms of the existence of a dual I 

labor market in the informal sector. This dual labor market is I 

made up of a primary and secondary informal labor market, The 
primary informal labor market consists of male traders with some 

I 

I 

years of experience. Women, along with new male entrants (who have 
little work experience) are a part of the secondary informal labor i 
market. 

! 
The two informal markets reflect different levels of t .  

economic well-being, the pri nary informal market being more 
attractive than the secondary. The socio-economic characteristics i 

of the two markets also vary considerably. In general, the primary 
I ...- -. - &rsz~-a+E-- %25-2r.-=ark=t, is -2 ==re spp=zling w o r k  ==tt,iEg than *e t 

secondary informal market. 

Due to the likelihood of an increase in competition, the I 

entry into the informal primary labor market is usually not' e&sy l '  
i 

. for new male informals. Barriers to entry are set up by 1 . .  
establishecl informal traders in the primary market by force and 
through means already described in section 12.7 on organizations 
and trade associations, 1 

1 
Women who want to enter the informal primary labor market > 

face discrimination similar to the new male entrants. In this I 

regard tne difference between the female and the new male entrants 
is that females have less mobility into the informal, primary labor 
market, This, as mentioned above, is largely because ,of 1 

restrictive social customs which deter women from interacting with 
I 

I 

males in a work environment. In the case where restrictive social 1 ~ 

customs are not stringent or where economic necessity compels women 
15 1 

to work, we have two different work scenarios for women. I 
i 

In the first case, we have women who have some memberiof 
I L " 
I 

their family working in the informal primary labor market, Women 
in such cases worked only to complement the family income- and ' as , i 
such were secondary earners of the family. These women elected 1 

themselves into the secondary informal labor market, 
I 

I 

' * 

Discrimination from the  primary informal labor market, I 
I 

which new male entrants also confront, was not the only reason why 
I ,  

women in this case chose to be in the secondary informal labor I 

: < 

, - 
"~hese situations were based on interviews with women working 1 

in informal trade and commerce in Peshawar. i 
1 

1 
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market. As mentioned earlier, some of these women refused to work I 
in the primary informal market because they felt that by doing so : 

they would be competing with their own family members, a self- . ! 
defeating task. In our view this is an exaggerated and irrational I 

view. If such women do act as secondary sources of income for i 
their families, then in the absence of restrictive social customs, i 
there is no need for them to accept employment in a less profitable I 
labor market. I 

In the second case there were women working in the : 
informal primary labor market but with no member of the family in t 

the primary informal labor market. In this case, these women were 1 
the main income earners of the family. Women in this category also 

' 

i 
had to contend with strict barriers to entry in informal primary ; 
labor markets. The difference between them and women in the first i 
case is that they did not quietly succu* to the resistance from 
informals in primary labor markets.  heir presence in the ' 
secondary informal labor market was not out of choice. I 

i - 
Al!. women who belonged to the second category expressed i 

a desire to work in the informal primary labor market because wages ; 
were batter and the chances of acquiring large credit (t6 buy 
commodities whict would fetch higher prices) more favorable.. Sone 1 
of these women had recurrently tried to get into the informal 1 
primary labor market but were unsuccessful. The legel of success ; 
was confined to those women who could carry their goods through the i 
street and stay only long enough for a few -2:ransactions to 1 
materialize. 'This usually occurred only during peak hours of j 
trading, Furthermore, only those women who w e r e  situated close to I 

the main market were able to conduct trade in this manner.  his j .  
was because they had the advantage of quickly returning to their I 
original posts in the event of resistance from informal traders. 3 " 

I 

Another reason why women were able to conduct trade in 1 , 

this manner had to do with the amount of time they had spent I 
trading in the area close to the primary informal labor market". j 
In general, the more time a woman trader spent in such a location ! 

the more flexibility she acquired to conduct trade in primary t informal labor markets. Time spent in such a location invariably 
led to contact with traders in the informal labor market. i 
Familiarity with such traders permitted women in such cherished 1 
locations an extralegal right to conduct trade in the m a i n  centers . 

j sf informal trading. 
i : 

Women interviewed in Peshawar illustrate the +hove ! 
points. Due to lack of credit the elements they traded did not 

- 
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l2.5 I 

Osqaniaations and Assoeiatfons in the Pnfoslnal Trade Sectsg 

There was existence of informal organizationsn operating f 

in survey@$ cities. The nature of informality differed from place 
to place and f r o m  c i t y  to city. In general, all those places where 
informal trade was pronounced and visible" the existence of 
informal organizations was epl~ally v i s ib le ,  This was because the 
chances of being raided or inspected by government officials in 
such areas w a s  high. As a consequence, informal organizations 
which protected the, interests of the informal traders from I 

government inspectors,was also high. i 

Informal arrangements among groups of i n f o k a l s  with 
I 
I 

, interests in divergknee to other  infomal tradsrs w e r e  aEso 
I 

prevalent in the surveyed cities, in Lahore, the sub-letting of 
I 

public property tc street invaders by shopkeepers is one example. i 

The nature of such an arrangement is difficult to captare. There I 

w a s  no writken dccu~ent which recorded the objectives of the I 

shopkeepers vis-a-vis streat invaders. All shopkeepers unanimously I 1  

adhered 'to their unwrleten ob j ectives , and acted collusively :to 1 

f~m' t l i i s  extrslegal syste~ of their objectives. I 

1 * 

. , 

f n Peshawar . women ' working In 'che informal trade and I 

I commerce sub-rector were also barred from the main centers lof 
trading through a similar arrangement of informal male trade&. I 

1, 
According ta some of tine peopze interviewed this had less to do 
w i t h  competition From female traders, and was essentially a 

I 

1 
I "  

reflection of social custms prevalent among the traders. Same ! .  

- women sevsaled that their husbands worked in the main centers :of i 
trading and accepted a less profitable location on both grounds iof 

, 
custom and on the'ratianale that competing with ones family wag a I 
self-defeating task.  I 

i 

I 
The ~am~ittek sf Commission Agents (CCA) in the New Sabzi 

4% 

I 
I 1 - 

'b infdm.al' organizatPon may be defined as a group ;of i 

indivieuals with, canvgkgent interests and with the purpose *of i <  
I 
t lobbying such interests vis-a-vis another group. Such ,an t 

organization would be legal if it is recognized by a goverdnt 
agency. I 

t 

"1n Lahore these areas were Anarkali and Akbari rnmzdi. ,In 
I 

! 
Peshawar, informal organizations were found in the New  sub^ mark%, 
the street on Firdous cinema, and the fruit bazaar, : 

I 
I 

is7 
I 

r 
I .  
I 

; 
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I I 
I 

Mandi in Peshawar is an example of a fairly well-organized informal ' 
I organization. The purpose of such an organization was primarily I 

to lobby high prices for their goods. These agents are basically 1 
xholesale traders who buy vegetables and fruits from farmers and 
sell in the open market at marked up prices. According to one ; 

I member of the Committee the organization consists of 60 members. 
A.president is democratically elected for a five-year term by the , 

I members. The responsibility of the president is to oversee 1 
administrative concerns and to act as the main liaison between 
government officials and the Committee. 

Literature from secondary sources provide evidence of I 

I informal organizations operating in Lahore, One such organization 
is among traders in the Azam Cloth Market in Lahore situated in the j 

I core of the so-called IIWalled City." Reportedly Azam Cloth Market i 

has registered phenomenal growth in employment and investment and 1 
has immense income generating potential for informal traders. The 

I .organization consists of members who have powerful connections 'with 
the government, The organization has been able to successfully 
lobby its ,interests vis-a-vis the relevant organizations: and 
groups. This is reflected in the fact that the organization had i 
original ly  started informally, but due to its strength was given 1 
legal kecognition by the government soon after it was established, 

I 
I Unfortunately no concrete evidence is available on the I 

exact ob j ect ives and strengths of this organization. ~ a t i v e s  ,from 
TLahore, however, reinforce our casual observation that the 
organization consists of people who belong to the highest eafning 1 . 

echelon of ~akistani businessmen. 

During the course of the survey no formal organizations . I ~ 

! promoting trade in the informal sector were observed, Data ; f r o m  i . 
! secondary sources depict the existence of some legal ~rganizat~ions . ' 

which have intermittently flirted with the idea of promoting: the I 
informal sector, One such organization is the ~ational Manpower 1 
 omm mission, In a recent report, it acknowledges the. need to 
address the informal sector with the motivation to promote it by 
providing certain essential inputs, like credit and training 
programmes which are likely to improve skills on the job. These 
provisions, however, are not aimed solely at informal trade but are 
geared towards informal sector activity at large. consequently the 
e f f e c t  of such a policy on informal trade, assuming it materializes i 
into a policy and actually gets implemented, is difficult to gauge. 

! 
I 

I 

t 
I 

I 

I 
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Annex 12 - 6  

Taxes, ~uties, ~udits etc. in Trade and Commerce 

In both Lahore and Peshawar taxes were included in the 
registration fees. There was no evidence of an after sales tax, 
or a tax on profits. One reason for this was the lack of an 
appropriate mechanism to collect such taxes. A more fundamental 
reason was the inability of regulating agencies to even set a tax. 
The heterogeneity of incomes and types of activities represented 
in informal trade and commerce augmented this problem, From 
interviews it was difficult to tell whether these problems were a 
result of informals evading taxes or, a lack of interest 
(inefficiency) among regulating agencies to enforce the tax, .or 
both. 

for the purpose of the study one need not only analyze 
official or formal taxes. The nature of taxation in the informal 
sector in trade and commercial a c t i v i t i e s  is definitely not as 
simplistic as the sub-heading would indicate. The nature ;of 
informal taxation is complex and varies with respect to activity, 
amount and extent. 

Informal taxation can generally and somewhat 
heuristically be defined as a cost of being informal. The cost is 
incurred by informals but not necessarily collected only :by 
official regulating agencies. It can be collected by infoha1 
regulating agencies. Moreover, even if the collecting agency is 
official (legal, if you please) , the act of collecting informal 
taxes may"not necessarily constitute a legal tax. 

At least one informal tax paid by informals to formal 
regulating agencies was in the form of bribes. l9 such formal 
entities including officials from municipal corporations, city 
development authorities, and the police. Bribes were paid dur2ng 
registration with appropriate authorities and during inspectidns 
by the police and other agencies. Bribes ranged from as low Rs 100 
to as high as Rs 2, 000. 

One note regarding the frequency of inspections by police , 

and other regulating agencies is warranted. Inspections were more 
frequent in Lahore than in Peshawar because the presence and extent 
of informal trade and commercial activity was greater in the forrrier 
city. Greater visibility of informal trading made it easier for 
inspecting and regulating agencies to spot informal activity and 

IgI3ribes are costs that are not exclusive to the informal 
sector, Their existence in the formal sector is common knowledge, 
and as such need not be elaborated. 
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I 

i 
allowed them to take appropriate action. Due to the prominence of 
informal trade in Lahore, the problem of congestion due to invasion 

' 

of public property was a bigger issue in Lahore. In both cases, 
however, inspections were largely conducted casually; one of the I 
main objective was to filter out the illegals and confiscate their i 
goods. For the most part, confiscation occurred only if the ! 
informal trader refused to pay bribes. 

A characteristic change in the nature of an inspection ! 
occurs when an informal trader refuses to pay bribes. The 
inspection then takes the form of a "raid". In addition to ; 

confiscation of goods and the vendors' rebri, there was evidence in 
Peshawar of destruction of property, and physical abuse  of vendors. ' 

But this did not occur frequently either because the informal ' 
% trader succumbed to pa ing a bribe, or he managed to evade the i 

inspection or the raid. 
! 

Bribes, in the form of cash and commodities, was not the 1 
only type of informal tax that an informal trader had to incur as : 
a part of conducting business. Nor was informal tax confined to , 

an exchange between informal traders and regulating agencies. ; 
Informal taxes paid to informal traders by informal traders was - 
also prevalent in some parts of the surveyed area. This type of : 
informal tax was evident in Lahore in some parts of the Anarkali i 
bazaar, namely Tolintin Street. , 

, ~* 

Most shopkeepers interviewed on this street are formal j 
in the sense that they are registered under the Shops and I 
Establishments ordinance, 1969. Immediately in front of these ? 
shops on sidewalks and on the road are makeshift, semi-permanent 1 
vending stalls, where informal trading primarily occurs in ready- 
made garments and textiles. In a De soto framework of analysis i 
these informal traders are street invaders- ; 

i 
Shopkeepers have somethkng of an unwritten right to the 1 

areas in front of their shops. When this area gets occupied by ; ' 

vendors, the business of shopkeepers is naturally affected. In 
order to recover the profits or business which a shopkeeper looses 
due to the presence of an invader, an informal tax is levied by the 
shopkeeper on the invader. At any rate, this is an interesting 
phenomenon in that neither party acts legally; both however, have ; 
an unwritten right to public property. I 

! 
I <  The tax is typically in the form of a monthly rent which , 

the invader must pay to the shopkeeper. In some cases a shopkeeper , 

1 
I 

i 

 he evasion of an inspection or raid was a fortuitous matter. 
If a vendor discovered that in some location a raid'or inspection I 
was being conducted, then as a precautionary measure he would 1 



levies a combination of a tax which includes a monthiy rent as well 
as a percentage of the sales from an invader.  his varies 
according to the size and profits of a invaders business, from Rs 
500 to Rs 1,000. Problems in the collection of such a tax are 
rare. The level of trust and confidence involved in this 
extralegal system is remarkable. Invaders accept the tax as a 
necessary cost of being informal. 

In a number of cases the shopkeeper himself is the 
invader. There was evidence of traders who maintained legal shops 
(in the sense that they were registered with appropriate agencies). 
but also concurrently engaged in informal activity by invat3:ng the 
areas in front of their shops on sidewalks and on road, . The 
general reason for this was the opportunity to make extra profits. 
As a rule, street invaders usually sold goods that were meant £0 
low-income families. On the other hand, the shopkeepers on thi 
street sold goods which were typically above the purchasing pow@ 
of low-income families. In order to diversify thei 
shopkeepers sold goods to both types of clientele. 
traders were also subject to the same kind of inspec 
as other street invaders. 22 

''we are not referring here to the prevalent phenomen 
shopkeepers using the public area (sidewalks, roads, etc) ou 
'their shops to display their goods. According to our def in i t  
this would be a pla in  case of a breach of law, and as such 
not concern us. 

"one point that emerges from this discussion is the diff 
of defining the informal sector. We have a situation here 
a trader acts both formally as well as informally. There are a 
situations where a trader is categorized into the informal sec 
because he meets only a few and not all of the requirements o 
given trade. Quite clearly one is confronted w i t h  levels 
degrees of informality. 
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I 

i 

I 

Annex 15.1 

I 

Evolution of Mechanized Road T x a n s ~ o r t  in Pakistan 
i 

Motor transport started assuming importance in the Indo- { 
Pakistan sub-continent only after the First World War. The Motor j 
Vehicle Act of 1914 was the first all-India enactment for j 
controlling the vehicles; 

; 
The 1914 Act was supplemented in Post-war years by a 1 . I 

number of Provincial Acts. However, nothing substantial could be 1 
done without replacing the Act of 1914 by a more cornprehensike Law. 1 
Meanwhile, the question of rail-road competition was beginning to ,' 
engage attention. l 

The Indian Road Development Committee appointed in 1927 1 
drew attention to the recommendations made earlier by the 1 , 

Government of India Secretariat Procedu-re committee of 1919 =d I I ;I 
Indian Railway Committee of 1920-21 to the effect that there w a s  : 
need to constitute one department to control all modes of transport j 
namely, Railways, Ports, Water Transport, Road Transport etc. and : 
it emphasized *tas particularly importanttt that the development of , 

I roads and railways should be directed by a single policy. , 
I 
I 
1 

Hitchell-Kirkness Committee. I 
I ' / 

- I  
With the onset of the economic depression in 1930, 1 

competition between railways and roatji transport was intensified / 
and in 1932 the government (British Government) appoin$ed the' j 
Mitchell-Kirkness Committee to inquire into the extent of this , 
competition and the possibility of future co-ordination and 
development. The report of this committee while bringing out the I 

extent of rail-road competition, inter-alka suggested that: 1 
1 I 
t 

The railways should, in some cases, themselves operate ; 
road transport on routes running parallel to them. i 

? 
Each form of transport should, as far as possible, be j 

confined to its own appropriate field. 1 
I 

The control over motor transport should be tightened in 
order to ensure safer, mare convenient and more reliable service. 

i 
I 

The proposals of this committee were embodied in8a Bill ; 
in 1935 which was put before the Indian Legislative Assembly, It J ' 

was fiercely criticized and the Assembly refused to pass it i' . 
accusing it of being highly partial to the railways, In England, 1 

; The Road T r a f f i c  A c t  1930 was passed to control passenger ! 

1 

i 
I 

8 

t . , 
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I 

transport. It was followed by the Road and Rail ~ r a f f i c  A c t  1933  
for the control of carriage of freight, 

Road carriers were divided in ' A t  (for hire and reward), 
'Bt (for mixed ancillary, transport and commercial haulage) and ' C '  
(for ancillary users only). T r a n s ~ a r t  Authorities were set upmand 
the 'permit Svsternq introduced. Old carriers in India and England I 

mainly consisted of single vehicle owners and they were given 
operating rights through the grant o f  pennits on the same routes, 
between t b s  same terminals and subject to the same conditions as 
before, 

L 

i 

2. The Provincial Boards of ~ommunications ! 
i 

1 
t 

The problem of rail-road competition was discussed at a I )  

Conference in 1933, and an important outcome of this was that I 
Boards of Communication were set up in the Provinces, and a j I 
Transport Advisory Committee was created in 1936 following $the , 

example of a similar body which had beer. set up in England in 1933, , ,  

I 
The latter strongly pressed for amendment of the 1914 Act. 'The 
Indian Railway Enquiry Committee of 19 37 (The Wedge-Wood Committee) 
ahso dealt with the subject of rail-road competition and stressed % , 
the necessity for proger regulation of road transport in ordei to r , 

guide its development on sound and economic lines. ~ccordingly, r 
in March, 1938, a  ill based on the recommendations of *he t i 
Transport ~dvisory Council and the Wedge-Wood Committee Report was , :  
introduced in the Legislative Assembly, namely the Motor Vehicle T 

Bill, , 
I 

,r 
1 

3. Motor Vehicle Act, 1939 and the Rouuhton Committee ! 
i 
1 

The Bill was passed as the Motor Vehicle Act in 1939, , L 4 

It had a rough passage i n  the Assembly and was said to k v e  I i 
severely discriminated against road transport. It was said that ! 

i 
the Act was regulatory and restrictive and that the larger national 1 
interest of developing road haulage as an integral part of ,the' 
national transport system had been lost sight of. ~eanwhile a 7 

committee known as the Roughton Committee had been set up on $he , 

subject of compulsory motor vehicle insurance. The provisionb on i 
insurance were embodied. in the M.V- Act 1939 but the chagter ; 
concerned was held in abeyance and not brought in force till 19'43, 
Whereas the M.V.  Act 1914 contained provisions only for the -t i .  
compulsory licensing of drivers and registration of motor vehicles, 1 

the M.V. A c t  1939 required all transport vehicles to obtain permits 
from authorities constituted under the A c t  and restricted t h e m  f r o m  i 
operating except in accordance with the conditions given in fie 
permits. The A c t  also created Transport ~uthorities for the , t 
administration and control of road transport and introduced the 

, 
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I 
I 

permit system which has continued up to the present day. 

O n e  of the basic features of the Act was that all the 

I 

I 

I 

I 

I 

(old currency) but busses were carwing passengers for 3 m m  each. 

Effects of BI-V. Aat .  1939 

I . , 

I 
! 

The Motor Vehicles A c t  1939 had the effect of slowing \ 
down the increase in the number of  road carriers to  a large extent, 
The Railways now acquired the  right to object to the issue of new . 
permits. The A c t  brought security to the road carriers who were 
established before the new Act came into force and whose operating 
rights w e r e  now confirmed. The Railways also gained so far as the 1 
road carriers were concerned. The latter tended to concentrate on 

I 

the %ore paying traffic routesw and also "skimmed the creamm off , 1 
I the traffic on a12 routes. This had given rise to protests form ; 

the Rzilways as their fixed costs were high, The heavily ,used ! 
routes of the ~ailwiys are comparatively more prof itable whereas ' 

L 

I 

I 



I 

I 

a rival they become resigned to their acceptance and now become 1 

disposed to think an4 plan in terns of participation. Road I 

carriers were working against great odds awing to war shortages and 
were fn no position to reject these overtures. participation 
offered them numerous advantages such as the use of railway land 
for terminals, introduction of rail cum road tickets, capital,for 
expansion and replacement of worm out rolling stock and other 
equipment and finally association with an influential partner. 

I 

I 

The Road Iransvort Boards 5 .  

The amended M.V. Act (1951) enjoined upon the provi~ces 
to constitute "Road Transport Boards". The three provinces viz. 
Punjab, Worth West Frontier Province (NWFP) , and Sindh implemented 

L 

I 

this decision. The Boards consisted of seven members including I 
the chairman nominated by the Provincial Governments and thxee I 

members nominated by the Central Government. The Railways , w a s  
I 

represented on the said three Boards by i.ts C h i e f  ~peraeing I 
Superintendent (COS), Chief Commercial Manager (CCM), and Financial 
Advisor and Chief Accounts Officer (CAO), 

I 
i 

TBe West Pakistan Road Transport Board (WPRTB) was formed I - ,  

i 
in 1957, an important feature of the WPRTB was *eRail-Raad 'Co- 
ordination Committeew on which Railway was represented by its CCM. 

I 

I 

With the integration of provinces in West Pakistan into "One ! 

in 1956 the area of operation of the machinery controlling road 
services was expanded. The Provincial Transport Authority (PTA) 
consisting of nine menbers was re-constituted. The Central I 

i' 
Government was represented on the committee by the CCM of Pakistan 
Western Railways (PWR) . Besides, the Regional Transport 
Authorities (RTAs) with headquarters at Peshawar, Rawalpindi , " 

The Lahore, Multan, Karachi and Quetta were also set up. 
Commissioner of each region was ta act as the Chairman RTA. S ~ I C ~  1 
1960 the Railways has been represented on these bodies by ,the j 

Divisional Superintendent concerned. The Railway Administration I 
maintained its 25 per cent financial interest in the WPTB. .The I 

1 
Board continued to promote rail-road co-ordination by augmenting 
its service on the routes feeder to the Railway. The RTAs, I 

I 

however, continued to grant additional route permits for stage ! 
carriers (buses) on the routes competitive to the Railways. I, 

Protests lodged by the Railway Administration under section 57 of i 

M.V. Act were turned down by the W A S  mainly on the grounds that 
it was in the interest of public ger, -ally to provide alternative 1 

facilities for transport. I 

I 

In 1962-63 the ~ ~ l i c y  in regard to the co-ordimtioh of 1 
rail and road transport was revised in that the development of koad 1 

I 

transport both in respect of passenger and freight traffic was left 
in the hands of private operators. The West Pakistan Govermbent 

1 further decided to stop contribution to the WPRTB. It was decided ' , , . 
i < 
I 
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The legal basis upon which the sector 
founded is determined by a body of legislation bas 
Vehicle Act of 1939, the West Pakistan Motor Vehic 

subsequent ordinances and regulations. 

The legislation admits two types of veh 
taxis: 

0 The motor taxicab which may carry up to 

not exceed 900 lb s ,  weight and be design 
m o r e  than two passengers. 

%The other relevant regulations are as 

cauntersigned as authorizing him to drive a 
(PSV) . To drive a taxicab he must have he 

distinguished as a separate class of vehicle 
qualify for a PSV endorsement to his driv 
prospective taxi driver must satisfy the exa 
character and absence of c r i m i n a l  antecedents. H e  
a test on the geography of the city in which he inte 

The authority which administers this test 
that which grants t h e  licence, i.e. t h e  Traffic Pol 

A licence to drive a motorcab rick 

schedule of the Motor Vehicles ordinance (which 
of vehicles for which licenses to drive &all 

astor cycle. 

Government. 

RTA. To qualify for such a permit the 
complete an application form, pay the 







1 
I 

t 

I 

t h e  permit.. Besides t h e  price  of t h e  permit the re  is no ext ra lega l  ,! 
Cost borne by the bus operators of WFP. There are no buses i n  the' 1 
informal sec tor  and the reason,is t h e  number of pernits id t h e  1 
pr iva te  sec to r  and the s i z e  of the province which makes it easy t o  : 
de tec t  such i r r egu la r i ty  on t h e  roads. I 

1 I 

There is one bus stand i n  peshawar which caters f o r  t h e  , 
I min.ibus/flying coaches as w e l l .  This bus stand is under' t h e  i 

control of the municipal corporation and w a s  auctioned to: the .I 
. highest  bidder t o r  R s  3.5 mill ion f o r  the  year 1990-91. ''The : 

- successful  bidder charges Rs 10 per bus and flying cozch per trip. I 
Within the bus stand small lots a r e  also auctioned for restricted , : .  , 

parking and o f f i ces  for t h e  t ransporters .  No f a c i l i t y  is provided ' 

to the t ranspor te rs  o r  t h e  passengers. A building was constrricted I f 

I - 
. f o r  housing o f f i ces ,  t i c k e t  s a l e s  windows and waiting r o o m s  f o r  the I 

- passengers but it is cater ing t o  th= needs of the Afghan refugees. ! 
' . )  The t ranspor te rs  resent t h i s  act on the part of t h e  concerned 1 >.  ' 

a ~ t h o r i t ~ e s  - I 
4 

1 - s /  

The i n t e r c i t y  bus transport i n  Punjab is hi&hly 1 - -  . 
politicized and a l l  the major routes are i n  the Corm of monopolies. 

I, 

They are owned and operated by members of the Senate and the  i '  
National and Provincial Assemblies- N o  n e w  permit is issued for 

a particular route without the consent of t h e  respective 
mnopol i s t .  Those who are able t o  obtain a permit without the 
blefsings of the. route monopolist is driven out of business (driven - 
off theTroad)  and'becomes a f igure  i n  the statistics of failures. I. " - 

. These t ranspor te rs  are so w e l l  connected t h a t  they get the railways . % - which is under s t a t e  control  and t h e i r  major competitor,  - to . - 
change the timings of the trains for the benef i t  of t h e i r  t r a rkpor t  1 

" bus iness  . 
~ - - .  

With so much control  over t h e  environment in which they I 
conduct t h e i r  business they are involved i n  merous informal ! ." 
a c t i v i t i e s .  The p r i m e  example is that of plying four to; five 1 ' .,"' 

I 

, vehicles under the one r eg i s t r a t ion  and route  permit, In t h e r f i r s t  , 1 
place. no l a w  enforcing agency challenges them, i n  case they are ' i - challenged they present a photocopy of t h e  required documents and 
if forcC3 they b r i n g  the or ig ina ls  from their base office.  The / '  
timings of these informal buses are such t ha t  they never cross each i ' - 

other on t h e  road and so t h e  question apprehending them does no ; ; .' 

arise. This does not  mean that t h e  regulatory bodies are 
, , of t h e i r  conduct. A n  HMPI of one of the roads on t h e i r  route  is 1 , -  

on the take to t h e  tune of R s  40,000 per month, and an MMPI is me I ,  
'u 

highest  authori ty  on a highway. If by chance an higher o f f i c e r  of . , 

t h e  t r a f f i c  police conducts a ' surpr i se  raid1 - accompanied by t h e  3 :  MMPI - then the gratifications go t o  t h e  higher o f f i c i a l  ahd t h e  
! * MMPI rein'@urses t h e  transporter a t  a latter date. 4 i .  

 noth her form of informal transporters is t h a t  of plying j 
the vehicles on a routes other than t h e  ones they hold t h e  permit 
fo r .  This can be seen mostly on less lucra t ive  routes which do j 

I .  
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to the !WE. In turn, t h e  W E  expedites the processes of the test 
s-c Ysak %be m e n b e r  does not have to w a i t  its turn and over look: the 
deficiencies fc: which the test is being conducted for in the first 

i : 
! 

The second most powerful union is based at the Cantonment 
Station- This z ~ i o n  draws i t s  power from its members. This union 
comprises of those poEice men/cffi@ers who own taxi cabs, It is 
alleged that one of its membersg who is a Head Constable in a Zknuz 

-- (Precinct) of Karachi, owns one hundred and thirty three Rickshaws 
and fifty eight taxi cabs, There is no way to prove or disprove 
t h i s  allegation, but the fact remains that the entire union is 

Rickshaws 

In Peshawar, there are t w o  unions, viz.: 

1. Rickshaw Drivers Union 5ada.r' Baz Mohammad Khan, 4 - 
I 



I 
I 

2. Rickshaw Drivers Union 'Sadar' Sarwar Khan, 
membBrsh ip :  4 , Q O O .  

The word.'Sadar' means President and 

I 

, Membership is granted - and the u 

I 

I The union has been making futile 

allotted for their use. 
I 

There are no registered or any other union 
I among t h ~  formal or informal 'Suzuki operatorsf. 
, look upon the union as an extralegal cost. They quo 

of other transporters who have unions and are no b 
the Suzuki operators. They feel there is no need t 

once elected get busy get concessions for themselves 
business at hand of protecting the rights of its me 

There are two registered Unions/Associati 

I 19 0 

I 
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