




MESSAGE FROM THE 

MINISTER FOR INDUSTRIES AND PRODUCTION 

The automobile industry in Pakistan has covered huge distances ever since the eighties when the 
first automobile manufacturing facility was set up in the country, and it now plays an important 
role within the large-scale manufacturing sector in spurring economic growth.  

After successful establishment of a large number of vending companies and assemblers of vehicles 
and achieving significant levels of localisation, the development phase thereafter focused on high 
growth, development of technologies, achieving competitiveness, human resource development, 
investment and compliance to safety, quality and environment standards. The Auto Industry 
Development Programme (2007-12) aimed to address core issues including a predictable and 
stable tariff environment over the policy period, besides other non-tariff initiatives. 

While the Auto Industry Development Programme achieved many of its objectives, sustainable 
development of the sector fell below expectations especially in the context of attracting foreign 
investment and offering consumers the opportunity to choose from a broader range of vehicles 
promising quality and safety while complying at the same time with environmental standards. 

The Government of Prime Minister Muhammad Nawaz Sharif, therefore, decided in October 2013 
to set up a Committee to formulate an Automotive Development Policy (ADP) that can provide a 
solid framework to strengthen the sector further, laying down a comprehensive, well-defined 
roadmap that aims essentially to protect the interests of the consumers and raises the safety, quality 
and environmental standards to meet the challenges of the highly competitive export market.   

I gratefully acknowledge the tireless leadership of my colleague Khawaja Muhammad 
Asif, Minister for Water & Power and Defence, who as the Convener of the Committee of the 
Economic Coordinate Committee of the Cabinet, presided over deliberations and 
supervised consultation with stakeholders.  

I must also acknowledge the dedication and hard work of the Engineering Development Board and 
all stakeholders who remained actively engaged in preparing the ADP (2016-21). I look forward 
to new investors who eagerly await this Policy to enter the market to offer the public a wider choice 
in selection of automobiles and helping the nation in achieving the goal of sustainable development 
as also becoming a global player in the auto sector. 

Ghulam Murtaza Khan Jatoi 
Islamabad 
March 21, 2016 



MESSAGE FROM THE 

CONVENER OF THE COMMITTEE OF  

THE ECC OF THE CABINET  

 

The Government of Prime Minister Muhammad Nawaz Sharif faced huge challenges on 

assuming power in May 2013: one of these was restoring confidence in the economy and 

reviving growth in manufacturing. A key sector that contributes immensely to large-scale 

manufacturing is the auto industry. But while its growth during the recent past has out- 

performed other sectors, overall production, localization of parts, consumer satisfaction, safety 

standards and environmental compliance continue to fall short of expectations. It was decided, 

therefore, to formulate a policy that focus on bringing about greater competition in the sector 

thus offering a wider choice to consumers, and ensures quality and safety, along with compliance 

of international environmental standards. 

The Automotive Development Policy (2016-21) has been finalised after intensive consultation 

with all stakeholders: the auto industry, auto part manufacturers, consumers, and relevant 

government organisations. I am extremely grateful to all these stakeholders who have 

participated in these discussions and provided invaluable input to assist the government in 

formulating a viable policy that meets the stated objectives. 

I am grateful to my cabinet colleagues and other members of the Committee who provided vital 

support and were my active partners in arriving at the recommendations of the policy. Board of 

Investment played a useful role in achieving consensus among all the stakeholders. Finally, I 

must especially acknowledge the dedication and commitment of the Engineering Development 

Board and the Ministry of Industries and Production who not only provided technical input but 

also burnt midnight oil in preparing the process of approval of the policy. 

 

Khawaja Muhammad Asif 

Minister for Water & Power and Defence 

/Convener of the Committee of the ECC of the Cabinet 

Islamabad 

March 21, 2016 
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Automotive Development Policy (ADP) 2016- 2021 

GOALS 

In consonance with the Vision of the ADP 2016-21, the following goals reflect future demand by 

recognising the need to restructure and modernise the Auto Industry to meet the increasing demand 

for quality product in future: 

• To increase automotive production gradually by 2021 to: 

o Cars Nan/Jeeps: 350,000 

o Light Commercial Vehicles (LCVs): 79,000 

o Trucks: 

o Buses: 

o Tractors: 

o Motorcycles: 

12,000 

2,200 

88,000 

2.5 million 

• To increase contribution to the Gross Domestic Product from 2.3 percent to 3.8 

percent; 

• To increase contribution to manufacturing from 22 percent to 30 percent, and 

• To increase direct and indirect employment from 2.4 million presently to 4 

million. 

Engineering Development Board Ministry of Industries & Production 
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The prroduction trend of HCVs during the last five years is depicted in the following table 

indicating the market size of buses segment over the last nine years. This segment too has largely 

been hit by imports. While production has declined from 1,073 units in 2006-07 to 577 units in 

2010-11, the annual market size is estimated to be in the range of 4,000 to 5,000. 

Two Wheeler/Three Wheelers 

The motorcycle segment in Pakistan has seen rapid change in recent years, the most important of 

which has been the increase in volume. The accompanying figure illustrates that the present 

production capacity of motorcycles/auto rickshaws is 4,189,800 units against which 1,748,337 

units (1,699,764 motorcycles and 48,573 auto rickshaw) were produced in 2014-15, 

1,697,819 & 49,000 rickshaws in 2013-14 and 16,57,411 & 935000 rickshaws in 2012-13. 

In the motorcycle category, 70 cc motorcycles dominate the market with production of 

1,348,053 units. However, other categories of 100 cc, 125 cc and 150 cc have also started 

generating significant market demand.  

The increase in volumes was accompanied by a parallel increase in number of players operating 

in the market. The number of registered assemblers has increased from just nine in 1997-98 to 

more than a hundred in 2013-14. This growth can be attributed to consistent policies and 

government support due to which a high level of indigenisation (80-85 percent) has been achieved 

thus not only substituting imports but also resulting in lowering the costs of production. Due to 

these levels of indigenisation and increase in volumes, prices of motorcycles have declined 

correspondingly to the benefit of end consumers. 





























3.4.5 LCV (UP TO 5 TON CVW) FALLING UNDER HS CODE 8704 

Descriptions Existing  rate 2016-17 2017-18 2018-19 2019-20 2020-21 

1 Raw Material 0% 1% 1% 1% 1% 1% 

2 Sub Component 5% 
10% 10% 10% 10% 10% 

3 Component 10% 

4 Sub-Assembly 15% 15% 15% 15% 15% 15% 

5 CKD (Non-Local) 20% 20% 20% 20% 20% 20% 

6 CKD (Localised) 50% 45% 45% 45% 45% 45% 

7 CBU 60% 60% 60% 60% 60% 60% 

3.4.5.1 Rationale for Tariff Structure 

1. The import duty rates on Localised parts are gradually being lowered to improve

indigenous competitiveness;

2. The duty Structure under SRO 655(I)/2006 (IOR) pertaining to concessionary

inputs available to Auto Parts Manufacturers is being rationalised to eliminate mis-

declaration among sub-components and components, and

3. Zero-rated tariff slab has been replaced with 1 percent in line with the overall

government policy.
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Automotive Development Policy (ADP) 2016- 2021

4. LOWER ENTRY THRESHOLD FOR NEW INVESTMENT
FOR  MARKET EXPANSION

New investment in the auto sector, whether foreign or domestic, can be made in the following 

forms:  

1. Import of CBUs (Completely Built-up Units);

2. Assembly of SKD (Semi-Knocked Down) Modules;

3. Assembly through substantial imported/local components (CKD operation) --- This will

apply to new investors for all their products, and

4. Assembly through substantial indigenised components.

While CBU import is primarily a trading activity, SKD assembly is no longer in vogue. Assembly 

through substantial indigenised components adds more value in terms of employment generation, 

foreign exchange savings, improved competitiveness, and lower prices. However, a new entrant 

needs sufficient lead-time to catch up with existing players who have developed mutually 

beneficial relations with local auto-parts manufacturers over the years, established in-house 

facilities for parts/components manufacturing, and have set up country-wide dealer networks. 

Previously, special incentives for new entrants were offered with so many qualifications that very 

little investment materialised. According to the previous new entrant provisions under AIDP 

(2007-12), import of 100 percent CKD kit was allowed at a leviable rate of customs duty applicable 

to non-localised parts for a period of three years, which proved to be too high to attract new 

investment. There were stringent conditions attached to the policy i.e. the investor must have a 

global presence with sales as high as half a million. Another condition excluded all investors who 

had previously operated in Pakistan. Therefore, the previous incentives failed to attract new 

investment. ADP (2016-21) will not only offer more incentives to new investors in terms of 

attractive tariff structure available for an extended period of five years instead of three years but 

also lowers the entry threshold for new investment by removing unrealistic barriers.  
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a. Investment Categories

ADP (2016-21) envisages two categories of New Investment with different incentives: 

4.1.1 Category-A: Greenfield Investment is defined as the installation of new and 

independent automotive assembly and manufacturing facilities by an investor for the production 

of vehicles of a make not already being assembled/manufactured in Pakistan. 

[Note: “Make” is defined as any vehicle of whatever variant produced by the same 

manufacturer], and 

4.1.2  Category-B: Brownfield Investment is defined as revival of an existing assembly 

and/or manufacturing facilities, that is non-operational or closed on or before July 01, 2013 and 

the make is not in production in Pakistan since that date and that the revival is undertaken either 

independently by original owners or new investors or under joint venture agreement with foreign 

principal or by foreign principal independently through purchase of plant. 

b. Investment Incentives

4.2.1   Category-A Investor shall be entitled to the following incentives:

a) Duty-free import of plant and machinery for setting up the assembly and/or 

manufacturing facility on a one-time basis;

b) Import of 100 vehicle of the same variant in CBU form at 50 percent of the 

prevailing duty for test marketing after ground breaking of the project;

c) Concessional rate of custom duty @ 10 percent on non- localised parts and @ 25 

percent on localised parts for a period of five years for the manufacturing of Cars 

and LCVs;

d) Import of all parts (both localised and non-localised) at prevailing customs duty 

applicable to non-localised parts for manufacturing of trucks, buses and prime-

movers for a period of three years, and 
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 NEW INVESTMENT POLICY

A new manufacturer under Automotive Development Policy (2016-2021), establishing maiden 

assembly facility will invariably need separate treatment and greater incentives in the early years 

to enable it to introduce its brand, develop a market niche and share, create a distribution and after-

sales service networks, and develop a part-manufacturer base. 
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b) Import of all parts (both localised and non-localised) at prevailing customs duty

applicable to non-localised parts for manufacturing of trucks, buses and prime-

movers for a period of three years

4.3 Eligibility Criteria 

The Board of Investment shall be the single point of contact for the investor with the government. 

Any new investor shall be required to submit a detailed business plan and relevant documents for 

manufacturing of vehicles to the Board of Investment. The Board of Investment shall have the 

Business Plan assessed by the Engineering Development Board, which shall verify the investor’s 

in-house assembly/manufacturing facilities for the manufacture of road worthy vehicles. 

The Engineering Development Board shall determine eligibility of the applicant under the 

defined criteria to be declared as Category A or Category B Investor. The Ministry of 

Industries and Production, on recommendation of the Engineering Development Board, shall 

approve a new investor under the relevant category. The Auto Industry Development 

Committee (AIDC) and Engineering Development Board shall review results of the new 

investor policy once every two years and shall recommend modifications, if any. 

4.4.       Withdrawal of Incentive

In case of material deviation from the approved commercial operation schedule, withdrawal of 

incentives shall take effect. The Engineering Development Board shall initiate suitable action 

after necessary verification that may lead to stoppage or withdrawal of benefits allowed. 

Details and mechanism for this will be covered in the New Entrant Agreement to be signed 

between the Government and the Investor. 

Applicability of Fiscal Incentives: Fiscal incentives contained in ADP (2016-21) shall come 

into effect from July 01, 2016. 
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4.2.2 Category-B Investor shall be entitled to: 

a) Import of non-localised parts at 10 percent rate of customs duty and localised parts

at 25 percent duty for a period of three years for the manufacturing of Cars and

LCVs, and

e) The existing policy for Motorcycle industry as approved by the government and

notified by FBR vide SRO 939(I)/2013 and SRO 940(I)/2013 shall continue.






































