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Executive Summary 
This paper provides details of the decisions made by the Environment Standards Committee 
(ESC) on Financial Incentives to industry.  It also documents the progress made so far in the 
implementation of ESC decisions.  The Pakistan Environmental Protection Council (PEPC) 
constituted the ESC on March 11, 1996.  Dr. Shamsh Kassim Lakha President Aga Khan 
University, was appointed as its chairperson while the members included senior representatives 
from government, industry and public interest organizations.  The Committee held eight 
meetings up to August 1998, and made several important recommendations on the modalities 
for implementing National Environmental Quality Standards.  Section 2 provides details on the 
agreements through the ESC on the Financial Incentives to Industry.  Section 3 provides details 
of the developments that took place from August 1998 to date.  Section 4 reports on the status 
of implementation to date.   
 
 
1. Background  
This paper serves as a background document and provides details of the decisions on the 
financial incentives to industries for their pollution control activities.  The paper also documents 
the progress made so far in the implementation of these decisions. 
 
The Pakistan Environmental Protection Council (PEPC) constituted a committee, called the 
Environmental Standards Committee (ESC), on March 11, 1996.  Dr. Shamsh Kassim Lakha 
President Aga Khan University was appointed as its chairperson.  The members of the 
committee included senior representatives from government, industry and public interest 
organizations.  Representatives from Ministry of Environment, Pakistan Environmental 
Protection Agency (PEPA), Federation of Pakistan Chambers of Commerce and Industry 
(FPCCI), Overseas Investors Chamber of Commerce and Industry (OICCI), All Pakistan Textile 
Processing Mills Association (APTPMA), and Pakistan Tanners Association (PTA) participated in 
the proceedings on a regular basis.  Non-Government Organizations like The World 
Conservation Union (IUCN) and Sustainable Development Policy Institute (SDPI) also played a 
very active role during this consultative process.   
 
The Committee accomplished important tasks to review and rationalize the National 
Environmental Quality Standards (NEQS), recommend modalities for enforcing the NEQS, and 
suggest ways and means for financing implementation work.  SDPI worked as the secretariat of 
the Committee and also provided technical support through its Swiss-funded Program of 
'Technology Transfer for Sustainable Industrial Development (TTSID)'.  The composition of the 
Committee was later expanded through mutual agreement to include representatives from 
Public Sector government organizations and industry associations representing different 
sectors were also invited for wider participation.  The ESC held eight meetings on May 6, 1996; 
May 16, 1996; June 24, 1996; July 2, 1996; July 15,1996; September 23, 1997; March 10, 1998; 
and August 6, 1998.  All decisions were taken through participation and consensus.  The Final 
Report of the proceedings was prepared and presented to the Eighth PEPC meeting on August 
26, 1999, which approved all its recommendations for implementation.  Details of the 
proceedings and the decisions on different issues are available in the PEPC Secretariat record. 
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2 Agreements Through Environmental Standards Committee 
It was agreed in the ESC in the very beginning that easy availability of finances for investment 
and financial incentives to industries for their pollution control efforts are important elements to 
move them towards compliance with the National Environmental Quality Standards.  On 
recommendation from the ESC, the Pakistan Environmental Protection Council (PEPC) approved 
in 1996 a detailed proposal for provision of financial incentives for pollution abatement activities.  
Subsequently these were discussed and approved by the Finance Division in a special meeting 
with Mueen Afzal, then special secretary Finance Division and Qazi Alimullah, then Deputy 
Chairman, Planning Commission.  In order to assess progress on the incentives, and to define 
modalities of implementation, the Ministry of Environment, Urban Affairs, Forestry and Works 
(EUAFW) convened a meeting on October 9, 1996.  Senator Waqar Ahmad Khan, Chairman Task 
Force on Environment and Forestry, chaired this meeting.  The Ministry of Environment 
maintained contacts with different government departments on the status of implementation of 
these recommendations.    
 
Industry representatives expressed their apprehensions during different ESC meetings on the 
delay in implementing these recommendations in letter and spirit.  They raised this issue in more 
than one forum.  The Ministry of Environment representatives assured their cooperation for 
perusing other government departments for full implementation throughout these discussions.  
The Federal EPA reported the status of implementation during the ESC meeting held in March 
1998, which is given in Box-1 below.   
 
Box-1 

 Agreed Recommendations Status of Implementation (March 1998) 
1. National Development Finance Corporation 

(NDFC) may be designated as the DFI for 
channeling soft term credit to industries for 
environmental investments. 

State Bank regretted to extend the credit line 
to industry through NDFC for this purpose. 

2. Purchase of equipment for pollution 
abatement may be given the most favored 
treatment, i.e., 10% with regard to import 
duty, sales tax and with no regulatory duty. 

Presently, pollution control equipment is 
subjected to 10% customs duty with no 
regulatory duty. 

3. Most favored tax treatment may be extended 
to those developing indigenous technology 
for pollution control. 

No action has been taken.  
Recommendations for the next financial year 
have been made. 

4. The amount collected from pollution charges 
and other sources for the Provincial 
Environmental Trust Fund (PETFs) may be 
matched by proportional grants from the 
government. 

The proposal has been deferred due to the 
current financial constraints of the 
government. 

5. The use of the PETFs may be decided by the 
respective governing boards in accordance 
with the guidelines laid down in the 
recommendations of the environmental 
standards committee. 

This may be considered for incorporation 
into the draft rules. 

6. Provision of accelerated depreciation of anti-
pollution equipment within three years for 
income tax purposes. 

The existing depreciation of plant/machinery 
is allowable as follows: 
Normal depreciation = 10% 
Initial depreciation = 25% 
Extra depreciation for double shifts=50% 
Extra depreciation for triple shift = 100% 

Source: DG Pak.  EPA's report to the ESC on March 10, 1998.   
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3 Later Developments 
A coordination meeting was arranged at SDPI in October 2000, on the initiative of the Minister 
for Environment, Mr. Omar Asghar Khan, in which senior government and industry 
representatives participated.  DG, PEPA, Mr. Asif Shujah Khan, and Mr. Azharruddin Khan 
(FPCCI representative) also made presentations.  Industry representatives raised the issue of 
financial incentives with the government again during this coordination meeting.  Apparently, no 
further progress on this issue was reported from the government side.  However, the Minister for 
Environment assured his full cooperation on this matter and advised industry representatives to 
prepare a detailed proposal with all details of on going and projected pollution control activities.  
This he said would facilitate approvals from Ministry of Finance and other government 
departments. 
 
Before writing this paper, some more information on the progress made during this year was 
collected through personal meetings with key government and industry representatives and/or 
through phone calls.1  Information collected from these sources is reported below. 
 
The Ministry of Environment kept regular contact with the Ministry of Finance and other 
government departments for getting the agreed incentives implemented.  They also asked for a 
comprehensive proposal from FPCCI to support their case.  However, industry representatives 
remain apprehensive on the progress made on this issue.  They are of the view that provision of 
soft loans and suitable financial incentives would expedite the process of cleaner industrial 
production.  During the ninth meeting of the Pakistan Environmental Protection Council (PEPC) 
held on February 3, 2001, DG Pakistan-EPA pointed out at 371 industrial units belonging to 17 
industrial sectors had already made an investment of Rs. 2,784 million towards pollution control 
and planed to invest another Rs.  1,740 million during the coming year.  However, industry 
representatives reiterated their earlier demand for reduction of import duty on the procurement 
of anti-pollution equipment from 10% to zero.  They also requested for an early finalization of 
other incentives for encouraging early compliance with NEQS.  The decisions of PEPC during its 
ninth meeting in this regard are as follows:2 
 FPCCI may work out its proposals regarding incentives to industry, to promote 

compliance with NEQS by industry, for further processing; 
 Industry undertook to make an investment of about Rs. 800 million per annum for 

environmental improvements and better house keeping.  It will be gradually raised to a 
range of Rs. 1.3 to 1.7 billion per year. 

 
4. Status of Implementation 
Apparently, there has been no progress in this matter after March 1998.  Contacts with FPCCI 
head office in Karachi revealed that their top management has changed as a result of recent 
elections.  The new office bearers are in the process of obtaining the necessary information and 
deciding their position on different issues.  FPCCI has not forwarded any fresh proposal for 
further processing.   
 
5. Recommendations 
The National Environmental Quality Standards (NEQS) were issued in 1993.  These were 
applicable on new industries from July 1994 and on old industries from July 1996.  The 
implementation however has remained suspended for various reasons.  Industry wanted a 

                                                           
1  Meetings were held with Mr. Asif Shujah Khan (DG, Pak EPA), Mr. Javed Ali Khan (Director, PEPC), Dr. 

Samiuzzaman (Chairman Committee on Environment, FPCCI) and Mr. Mehmood Ahmed (V.P, FPCCI). 
2  Reference Minutes of the Meeting F.No.2 (2)/2000-(PEPC), Islamabad 10, March 2001, Vide Para Nos.  

50(iv) and 54(iii), issued by Government of Pakistan 
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negotiated settlement of detailed modalities and more time for preparations whereas the 
government has remained soft mainly due to limited implementation capacity and financial 
resources.   
 
A detailed and comprehensive process of stakeholders' consultation was completed through the 
Environmental Standards Committee (ESC) in about two-and-a-half years from March 1996 to 
August 1998.  There was a total consensus to implement the agreed decisions, after PEPC 
approval, from January 1999.  The meeting of the Council however took place in August 1999 
and approved the implementation of these decisions from January 2000.  The government then 
decided to implement the program in phases and started a pilot project for self-monitoring and 
reporting by industry on a voluntary basis, which was started during early 2000.  During its 
eighth meeting in August 2000, PEPC decided to form an Implementation Committee to facilitate 
smooth implementation of agreed decisions.  This committee would now discuss the details of 
the implementation process with industry representatives afresh.  In view of all this, the 
following recommendations are made: 
 
Recommendation-1 
It is recommended that the implementation committee should adopt all possible measures to 
ensure that the decisions on financial incentives for environmental investments to industry are 
implemented in letter and spirit.  Since most of the issues are inter-connected, results at the 
national level would be only visible if the decisions are implemented simultaneously as a 
package. 
 
Recommendation-2 
Several procedural difficulties on the eligibility are expected to come up when the decisions on 
financial incentives for environmental investments are actually implemented.  The 
implementation committee may discuss all such possibilities in detail, and decide guiding 
principles and procedures for resolving these issues on a regular basis.   
 


