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EXECUTIVE SUMMARY
Services sector is the largest and fastest growing sector in the world economy,
accounting largest share in total output and employment in most developed countries.
The share of services sector in total GDP is 47 percent in low income countries, 53
percent in middle income countries and 73 percent in high income countries. The sector
accounts for a significant and rising share in cross-border trade and foreign direct
investment and gives more export opportunities for services suppliers and lower costs
for imported services. It is expected that rising trend of services sector would continue,
to gain more and more importance through advancement in the area of knowledge
based and skill oriented activities. The services sector has provided steady support to
Pakistan’s economic growth. It share in GDP now stands a more than 50 percent.
This study suggested the measure and strategy for removing bottleneck in the growth of
the services sector and to provide a package of policy reform so that the services sector
emerges as a key sector for growth, employment, and poverty reduction.
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In Pakistan, many services organizations are ailing,
suffering from problems due to lack of dedicated staff,
funds, transparency, and a perception of partiality. The
Government can assist in developing service coalition
groups that can jointly advocate regulatory reform,
facilitate contacts with foreign buyers and assist in
trade negotiations.
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SERVICE SECTOR IN PAKISTAN - An
Insight Into The Challenges Faced By
Service Sector

Mr. Aamir Javed
Ahmad (FCA)
Tax Advisory Partner

“There is a significant
absence
of
focused
policy guidelines and
tools for professional
services in Pakistan. The
industry
associations
and regulators lack the
vision for global market
expansion
and
are
focused only on the
domestic market. To
meet the challenges
faced by the Pakistan’s
service industry, the
government has to frame
rules, regulations and
policies
to
minimize
trade distortive barriers
without affecting the
quality
of
service,
protection of consumers,
public safety meanwhile
safeguarding the rule of
law.”

In case of Pakistan, the shares of services are
increasing in all sectors of economy over the period. In
fact, the growth rate of services sector is higher than
the growth rate of agriculture and industrial sector.
Services sector accounts for 54 percent of GDP and
little over one-third of total employment. Services sector
has strong linkages with other sectors of economy; it
provides essential inputs to agriculture sector and
manufacturing sector

EMERGING IMPORTANCE OF
SERVICES
The service sector contributes in all segments of the
economy. However in recent times, technological
advancement in human capital has reflected expansion
in services sector which has taken a tremendous
turnabout in the growth trajectory of many developing
economies.
With increasing complexity of modern industrial
organisation, manufacturing activities have become
more and more service intensive, both upstream (e.g.
design, research and development) and downstream
(e.g.
Marketing
and
advertising).
Competitive
advantages of a firm depends more on providing
specialised service like financing and after-sales
facilities than in production, which has increasingly
become routinised. Even within the services sector intra
services dependence has given rise to health catch-up
phenomena.
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The higher growth of service sector gives a new
dimension of stability to Pakistan’s growth process. This
helps to reduce the poverty alleviation and improve the
quality of life. Through increasing trade and investment,
services sector leads to economic growth and
competition.

Mr. Saif Ullah
Audit & Assurance Partner

In the context to the services sector, information
technology (IT) will best be used for cluster based
development. There is a dire need to pay attention
towards improving advance technical skill and education
to the workers to cope with global requirements and
more adsorption of labor in sophisticated industries,
financial, trade, transport and communication services.

PROFESSIONAL SERVICES
“There is a dire need to find
new avenues of services
sector. In order to enhance
research and development,
upgrading technology and
human resource development
particularly
management
improvement and reformed
policy environment will have
to be formulated. There is
also a need of
positive
leadership at each level which
should
be
free
from
maladministration, nepotism
and
corruption.
Quality
education with equal system
can also serve in better
improvement
of
services
sector, which essentially can
play a vital role in raising a
weak economy and bringing
the nation on a right track ”

Professional services embody intellectual and technical
inputs acquired through relatively high standards of
education and training. In most economies, provision of
these services is by individual professionals and small
firms. Professional services are also increasingly traded
internationally. This has taken place mainly through
firms establishing a commercial presence‘ in foreign
countries and by professionals travelling overseas to
execute temporary service contracts. More recently,
advanced communication technology has given rise to
rising volumes of cross-border trade in certain services,
such as blueprints and design.

In the case of Pakistan, professional services are
playing a vital role in terms of transfer of knowledge and
even technology in some cases. The natural persons
involved in professional services are highly qualified and
have an outreach in global markets as well as access to
the latest knowledge and technology sources and they
tend to apply this learning when come back to domestic
market and starting using their services in Pakistan.
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INTERNATIONAL TRADE
In the same way as it is for international trade in goods,
the international trade in services profile of Pakistan is
also highly concentrated on a few sectors.
There is a need for Pakistan to develop and diversify its
services trade. As such, the service sectors of
Computer and Related Services (CRS), Professional
Services and Transport Services have been identified
as having export potential, which can be enhanced
through domestic regulatory and trade policy reforms.
Mr. Shuja-ul-Mulk - ACA
Audit Advisory Partner
“There is a need for
Pakistan to evolve and
expand
its
services
trade. There is a need to
have
a
centralized,
coordinated and well
thought out policy plan
and related tools which
would enable sustained
growth of service sector
and enable it to fully
utilize
the
available
market
access
opportunities.”

POLICY CHALLENGES
The government needs to frame rules, regulations and
policies to reduce trade distortive barriers without
affecting the quality of service, protection of consumers,
public safety while also safeguarding the rule of law.
There is a need to have a centralized, coordinated and
well thought out policy plan and related tools which
would enable sustained growth of this sector and enable
it to fully utilize the available market access
opportunities.
There is a need to have a centralized, coordinated and
well thought out policy plan and related tools which
would enable a sustained growth of service sector and
enable it to fully utilize the market access opportunities
available through General Agreement on Trade in
Services (GATS) and other bilateral and regional
agreements. The Trade Development Authority of
Pakistan (TDAP) has taken some initiatives to focus on
the export of services but it is not enough to cater to the
needs of services exporters.
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In Pakistan, some associations such as the ones for banking, medical services,
construction and development are vibrant, but many service organizations are weak and
suffering from problems due to lack of dedicated staff, funds, transparency and a
perception of partiality. The Government under the banner of public-private partnership
can assist in developing service coalition groups of service firms that can jointly
advocate regulatory environment change and multilateral trade negotiating objectives.

INSTITUTIONAL
CHALLENGES
At the industry level, the federal
government with the assistance of the
provincial government can monitor
service industry performance and report
findings. There is a need to take note of
indicators that predict export potential
and recognize and frame best practices.
This would create an export culture and
encourage start-ups in professional
services exports. Capacity of services
association could be enhanced to
undertake that function.
Data on professional services is
gathered from the balance of receipts
and payments which does not reflect
accurately the exports of professional
services. There should be a common
platform to quantify the receipts from
such services.

INDUSTRY CHALLENGES
Skilled professionals are the key for the
service industry. However, in order to
make their skills “exportable”, there is a
need for a concerted action by the
industry. This may take the form of the
collaboration between the industry and
the educational institutions to design
and run educational programs that
factor into the market reality and cater to
the demands in terms of skills base.
Export of services is not as easier as
exports of goods due to less recognition
and business relation of Pakistani
services. Small firms usually have less
relationship with the consumer of
services in the foreign countries. Small
firms really have to work much hard in
getting themselves recognized by the
international customers. Commercial
offices abroad can play their role in this
connection.
The respective industry associations
should create in-house capacity to
study, analyze and harness the market
access
opportunities
in
different
markets.
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WAY FORWARD
At the industry level, the Federal
Government with the assistance of the
provincial government can monitor
service industry performance and report
the findings. There is a need to take
note of indicators that predict export
potential. recognize and report on
Pakistani firms.
The professional services thrive on
individuals and the skill base they carry.
Pakistan has a very good skill base and
professionals in these services areas
but interestingly the number is very
limited and some professions are facing
shortage even for domestic market.
There is a need to invest in education
and skills base not only to increase the
supply in quantitative terms but also
focusing on qualitative aspects in order
to achieve the international benchmark

and making the mutual recognition
easier. There were some efforts in
recent years to establish international
level
engineering
and
medical
universities but these have become
victims of governance and red tapes.
Since Pakistan’s services sector is
mainly oriented to domestic needs, little
attention is paid to exports of services
as compared to export of goods.
However, some measures, such as tax
concessions, have recently been taken
by the government to promote export of
services.
These
need
to
be
strengthened further by adopting a longterm strategy. The General Agreement
on Trade in Services (GATS) provides
an opportunity to explore the export
potential of services and seek
concessions from trading partners to
open their markets.
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Co
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