SENATI: D}:BAII:S 4
-GOVERNMENT OF PAKISTAN

Monday, February 10, 1986

The Senatelof Pakistan met in the Senate Hall, (State Bank
Building), Islamabad, at half past ten of the clock in the morning, with
Mr. Chairman (Mr. Ghulam Ishaq Khan) in the Chair.
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688 SENATE OF PAKISTAN [Feb., 10th, 1986
'QUESTIONS AND ANSWERS
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COMMERCIAL ATTACHES

9¢. *Mr. Abdur Rahim Mir Dad Khel : Will the Minister for
Commerce be pleased to state : .

(a) the number of Commercial Attaches appointed in foreign
countries ; and

(b) the number of officers from among the above, who belong -

to the N.W.F.P. and the places of their posting in foreign countries ?

Prince Mohyuddin Baluch  (Answered by Syed Tasneem
Nawaz Gardezi) : (a) 37. -

(b) Four. posted at Bonn, Madrid, Tripoli and Sao Paulo.
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Mr. Chairman: Idon’t think it would be a fair question to the
Minister. The domicile is not his business. It must have been approved
and certified and authenticated by the provmce itself.
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95 *Maulana Kausar Niazi : Will the Mmlster Incharge of
the Cabinet Division be pleased to state:

(a) the total expendlture incurred on the 25th Silver Jubilee of
the CDA ; and
(b) the details of such-expenditure?

Sahabzada Yaqub Khan (Answered by Mr. Zain Noorani): (a)
It was not the 25th but first Silver Jubilee on which an expenditure of
Rs. 13,29,741.56 was incurred. However, an income of Rs. 12,65,403

was earned by CDA.
(b) Details of expenditure are given in the enclosed statement.
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Annexure ‘1’

EXPENDITURE : 2

(I) Capital Expenditure :.

Rs.

1. Construction of stalls etc. at the Indistrial

Exhibitions -5 7 2 om0 e e 5,69,168.00
2. Cost of Cabins e.g.,,Masonary, fencing stage and

eashe == oo Bl e e S -~ 59,063.53
3. CostobRloat =5 oo oS T a e 20,000.00
4. Preparation of stall by Architecture Directorate.... 15,000.00
J. = Santtationiems 2 = . o 537.00
6. CostolBannerse os. - - o 5 3.,971.00
7. = Electrification= =~ ... -~ e e 2,02,100.00
8= Videormilms - = 2 - e 5,800.00

Total:— 8,75,639.53

(II) Revenue Expenditure : Rs.
Vs ISICCLHICILYECHAEICSe S n s e e e e ERAVIVIVAVIV)
35 Entettamments s = 7 o e s 37,090.75
48 Balloons. - s o 5,325.00
S Pires o e e T 10,865.00
6. Charges for administrative arrangements &

decoration including insurance etc ......................... 92,784.00
7. Installation charges of transformer paid to

WAPBDA et o e 1,02,423.42
&0 Miseellaneouss oo o0 - oo - 61.241.86

Total:— 3.64,260.03
(II) Advertisements €tc. .......ccceeveeueeveeruesrveesnesnnns 89,842.00

Grand Total I + II =l s 13,29,741.56
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-Q_J:’J/é,@u:ul& such expenditure.
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Mr. Zain Noorani (Minister-of State for Foreign Affairs): Not,
so far as I know but that would be a very wide question to be asked
from the Pmm Minister’s Secretariat.

oy u'éydl/u"fuvﬂu'mu s ubd’w,y
T T N IS B e

JVJ:&J%J?UJ}LJ/.{JL/'O/ZJ/%‘L/,JO . U//.L.’/’(LU!” :
o

Mr. Chairman : [ think that is not relevant. It does not arise

out of this question.
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Mr. Zain Noorani: Thisinformation as to who thought of this
idea is not with me at the moment but for the information of the
honourable Senator, it is a normal practice for various organizations to
celebrate the Silver Jubilee so as to project _the organization or
Institution. And as far as Islamabad is concerned, I am sure, Islamabad .
is considered to be one of the most well planned and one of the most
beautiful capitals in Asia and a little bit of publicity could not have
done harm to it.
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Mr. Zain Noorani : Not of the town but there are instances
where Institutions of this nature like the KDA and the KMC have

celebrated their various Jubilees.
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Mr. Zain Noorani : As far as the simplicity or otherwise is
concerned, it is a matter of individual opinion as to what is simple and-

what is not simple. With regard to the question whether it is in
accordance with the Islamic tenets or not since I don’t claim to be @n
Alim, 1 think Maulana Kausar Niazi would be better equipped to say

whether it is_ or not. _
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Mr. Zain Noorani : The justification is there Sir, when the
amount of one lac was paid for a Transformer to WAPDA. therefore.
the electricity required was generated outside the scope of that
electricity which is being load shadded.
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_écJ:J(L/L}JA/UW I am afraid «—2 d'J)'JJ'—'L’
the amount is 64,338 rupees
| —e e Ty /Lwi/"u
Mr. Zain Noorani " Rs. 13 29,741 were spent, while income of

Rs. 12,65,403 was derived, leavmg an expenditure of only Rs. 64,338.
Mr. Chairman : Net expendllure Rs. 64,000.
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Mr. Zain Noorani : Sir, the transformer includes the entire
equipment of transformer and generator.

LR AIL L TS o

Mr. Zain Noorani: The Transformer was obviously hired from
the WAPDA.
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Mr. Zain Noorani: These are hiring charges, not the purchase
amount.

.//'J)A/Ul’ | A CH (..Hu‘L.L/vl ﬁdﬁuf"ufl J/ub
&ﬂ/dﬂfé_?l 4 : lnstallallon Lhz_u'gts of Tmn;sl}mnel -/,l“-_
S TP SO g I S SR W KPPy €]

.- b b Tt

J"’dfd’fu’hdlﬁ/fd_vl ”KJ'JJL}‘-—/ u"’/ub
£ J“}’v)bc_u’ﬁu'///ufl ‘
'féd@a}c‘??’-uﬁ’u&&u/.' sl o |
‘ -tf? 3/ :;'/JJ:“JJJU,U/’;m{ i




STARRED QUESTIONS AND ANSWERS _ 697

Mr. Zain Noorani : Income from Stalls Rs. 4,74,455, income
from open space hired out Rs. 2,09.240. electricity, Rs. 15,425, gate
money, Rs. 2.30.470, Sales of Super structure of tin sheet w1th iron
gauge Rs 3,35,813. Total Rs 12,65.403.

Mr. Chairman : Thank you, next question. Maulana Kausar
Niazi.
CDA ORDINANCE OF 1960

96. *Maulana Kausar Niazi: Will the Minister Incharge of
the Cabinet Division be pleased to state:

(a) whether it is a fact that all the problems faced by the people
in Islamabad and its ‘““affectees™ are being resolved under the CDA

Ordinance of 1960 ;

(b) whether there is any proposal to review the said Ordinance
after 25 years of its having been promulgated ; and

(¢) il so, when ?

Sahabzada Y.\quh Khan (Answered by Mr. Zain Noorani)
(@) No, the CDA Ordinance cannot solve all the problems faced by the
people and affectees of Islamabad.

(b) Yes.

(c) A proposal to amend certain provisions of CDA Ordinance
1960 is already under consideration of the Government.

IS5 S Bl oo il b ik bl
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Mr. Zain Noorani : Well Slr if you talk of all the problcms
that would include things beyond the scope of the CDA. But the major
problems which come under its purview are:

V " (a) the compensation paid to them for the land and built
up property acquired by the CDA under the Ordinance of
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1960: (b) allotment of colony land in lieu of agricultural
land required in Islamabad; (c) allotment of residential
plbtq in Islamabad; and (d) preparation to carry out new
construction etc., in the capital area.

Now, in fairness to the honourable member, I should say that
amendments are being considered to the rules and the law but the
matter again is before the Supreme Court and the judgement of
Supreme Court: is being awaited. The matter went to the Supreme
Court by way of an appeal by the Government arising out of a decision
of the Federal Shariat Court in its judgement dated 7-7-83 which has
ordered that section 2k be omitted and market value of the land be
determined as value on date of order.

el O
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Mr. Zain Noorani : It has been for qune a few years dl]d the
dec1510n was about to be taken when the matter was taken to a court of

law i.e. ‘the Federal Shariat Court and since then. from one court to the

other it has been going on and till such time it is finally settled. it would
be very difficult to make the amendments w ithout getting a decision of
the supreme Court.
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Mr. Zain Noorani:  Sir, the basic principle is related to section
2-K. The fact is that the Federal Shariat Court has given a directive as
to how it should be amended but that is contrary to the thinking of the .

Government. Therelore, the Government has gone in appeal to the
Supreme Court. Till such time that decision is taken. we cannot have an

amendment made which would be contrary to the directive of the
‘Federal Shariat Court.

Mr. Chairman : Thank you. Next question.
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AIRPORT ROAD

97. *Maulana Kausar Niazi : Will the Minister lnchdrge of
the Cabinet Division be pleased to state :

(a) the time spent on the completion of recent up.nr work of
the road from the Airport to Zero Point in Islamabad and the
expendlture incurred on it so far:

(b) whether it is a fact that the road has developed deep pits,
soon aflter the completion of the repair work ; and

(c) if so, whether there is any proposal to take penal action
against the persons at fault ?

Mr. Zain Noorani: Sir, I will read out the answer as given and
then I would like to make one submission with your permission, Sir.

Mr. Chairman : Right.
Mr. Zain Noorani :  The answer s
(a) An expenditure of Rs. 53.25.080.09 was incurred on the

repair of a portion of the road in question from the Lehtrar bridge to
Faizabad Chowk.

(b‘) Yes.

(c) Ygs.

Now, this is as far as the written answer is concerned. If you feel,
I will give further details. But what I would like to add. at this stage. is
that although the Cabinet Division is being looked after by the Prime
Minister and I am looking after the related business. I am myself not
very satisfied with the state of affairs and the explanation given by the
department and I am reqﬁesting the Prime Minister to have an
independent inquiry instituted by people from outside the CDA.
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Next ‘question.
— b L2l 56

Ber FITS TO OLD PENSIONERS

-98. *Qazi Hussain Ahmad:  Will the Minister for Finance and
Economic Affairs be pleased to state whether there is any proposal
under the consideration of Government to bring at par the old rate of

pension with the new rates to alleviate the griévzmces ol:pensioners
getting pension at the old rate?
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Mian Muhammad Yasin Khan Wasttoo (Answered by Mr. Iqbal
Ahmad Khan) : In order to alleviate the grievances of the old
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pensioners, '(Jovemment has afforded benchts to the old pumonerﬁ in
the form of grant of dearness incresses and indexation, from time to
time, to offset the effect of inflation. It has also enhanced the pensions
of old pensioners by removing the gut-off point with retrospective
effect and by restoring the commutated value of pension of those who
have outlived the period of commutation. No proposal is however
~ under consideration of the Government to bring at par the old rate of
pension with the new rates.
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Mr. Igbal Ahmad Khan: Sir, the demand cannot be agreed to
for the following reasons:

Firstly, the Government has been improving the pay
and allowances of the serving Government servants and
pension of the retired Goxernment servants. Since the
prices differ from time to time. ‘the salary and pension
also differs. Those who retired in 1960, 1966, 1970 and
1977 received pension based on the salary of that time.
The rules governing pay and pension being different from
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time to time equal treatment in. matter of pension cannot
be ensured in all cases of the retired or retiring,
Government servants. :

Secondly, Sig the value of the money was more in
1950, 1960, 1970 and 1980 as.compared! to its present
value. A pensioner could build a house with the help of -
the amount of commutation, gratuity in 1960 and 1970.
This is not jpossible: now. Thys the old pensioners
received miore value of the money, when they retired.

Thirdly, Sir, the Government has already afforded
various benefits to pensioners by way of indexation of
their pension in relation to the cost of living, the removal
of the cut-off points of pension of Rs. - 1,000, 2000 -- and
2.500 - which existed during the period from Ist March,
1972 to 30th June. 1985 and restoration of the
commutated value of the pension. Sir, if the demand of
the old pensioners.to bring at par the old rates of pension
with new rates of pension is accepted it would give rise to
perpetual revision of pension on all subsequent revisions
of pay scales involving a large sum of expenditure
burdening the Government exchequer which is not
possible during the present position of the finances.
Thank you. -
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FATA EMPLOYEES IN COMMERCE DIVISION

99. Malik Faridullah Khan : Will the Minister for Commerce
" be pleased to state:

(a) the total number of persons appointed from FATA in BPS-
11 to BPS-17 in the Commerce Division, and against Commerce
Division posts in Pakistani Embassies abroad indicating also the
names and designations separately in each case ; and

(b) whether it is a fact that a Stenographer Sher Akbar and an
Assistant were appointed against the quota of FATA although they do
not belong to FATA, and if so, the reasons therefor ?

Prince Mohyuddin Baluch (Answered by Syed Tasneem Nawaz
Gardezi) : (a) (i) persons appointed from FATA in the Ministry of
Commerce. :

NuUmbeE!: 3 ie s 1

Rost = Assistant (BPS—11).

Name............. Lr s e Mr. Faiz Mohammad.
(i) persons posted abroad from FATA. NIL.

(b) Yes. The posts were advertised in the Press, particularly in
the newspapers published from Peshawar but no suitable candidate
applied from FATA. The posts were. therefore. filled on ad hoc basis
from the candidates belonging to NWFP. However, as soon as suitable

" persons from FATA are available they will be accommodated against
the posts which fall to the share of FATA.
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*77. *Maulana Kausar Niazi : Will the Minister Incharge of
the Cabinet Division be pleased to state:

(a) the number of Ministers v&ho travelled abroad exclusively
by foreign airlines during the period from Sth July, 1977 to 5th
December, 1985 ;

(b) the number of Ministers who travelled. wholly/partially, by
P.I.A. during the said period ;

(c) the amount spent on the purchase of the tickets of the
Ministers by the Government during the said period ; and

(d) the amount paid to the P.I.LA. and to the foreign airlines
on the pufchase of their tickets, separately, during the said period ?

Sahabzada Yaqub Khan (Answered by Mr. Zain Noorani) :
Information is being 'collected! from the various Ministries and
Divisions and will be furnished as soon as it is ready.
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Mr. Chairman : s it being opposed ?
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Mr. Chairman : Is it being opposed ?
Mr. Muhammad Aslam Khan Khattak : Yes, Sir.

Mr. Chairman : Will you give the reasons for opposing it?

Mr. Muhammad Aslam Khan Khattak : Sir, 1 assure that the
present E. C. List is maintained by the Prov. Govt. As and when the
Prov. Govt. feels that a certain individual's visit abroad would not be in

_the interest of the country, it sends that list to the Central Government
and then the Central Government issues orders to the departments and

the organizations concerned. Now, E. C. List, like that, does exist.
There is no doubt about it but as far as the number is concerned, I am
not sure about the number but as far as their names are concerned, it
would not be in the public interest to disclose them.

Mr. Chairman: Can you throw some light upon the fact that
since when this list exists. Is it a recent innovation?

Mr. Muhammad Aslam Khan Khattak : No, Sir, it is inherited
from the time immemorial. All government have it. ‘

Mr. Chairman : Is it being done under some law ?
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Mr. Muhammad Aslam Khan Khattak : Of course, you sce,
Sir, the law is that the provincial governments themselves inform us
that a man has put on the E.C. List. then enquiry can be made, but we
are carrying out the wishes of the provincial governments who are
responsible for law and order in their own areas.
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“Every citizen shall have the right to remain in and, subject
to any reasonable restriction imposed by law in the
public interest, enter and move freely throughout
Pakistan.”

fLu/llEL;L}c‘_‘L/nJL ujﬁfgfﬁbjgdfcgu{),Lu:
Szt $ias S st S u*Z"f..,oLoJ/ A Jp c.L/y.m;Lw?G’uL
u(/',tl/'u -Lfrdlfuﬁugfu/f& jurisdiction u/iqu(}é/l G
-u‘é/u‘fﬂui u/[/

VKL/ interpret LJ[!'/ reasonable el d;l«/ﬂﬂf‘

f’”b/%%dl?@/g. Justiciable == ~-“u!(:df/:'?-°~,-«L2
B ez - Vil justiciable e reasonable =< LW Z
G Sl g e AT T T

et e LSSt Bl E L
bkl wife (52! ”'!b.;t’-f%ﬁv!ﬁ'-deéﬁzL_g«"ﬁgcﬁru’ lus )




710 SENATE OF PAKISTAN [Feb., 10th, 1986

e s S ey AE Wt d U1 it
iy W e P it e e P
L - S S e g AR
Sl Sl L M3 E L1y 2 i olo b 51K
_desblfitl wife
Gl ST et 2 Wi =) Al
: -J&/JW'JUHLV' a./;)/”//béf’
u"d—uVL-af’u;/)’u*d—bu‘J SR
-Ji
0 wcolospr U 2P A Fr e 24 i
‘AL (r) eront - Sl tapse s#od -t
;?)Lﬂd‘éﬂ)ﬁff/bfyt% :
RE: MINE BLAST IN CHAMAN : :
e e s e e ./()w,u _
iy 12 76K L ;&’J/d.uvuﬁf st
wF (P bl S S A L b it
= {Ju;bfc—/u” ‘u(-—‘?d)l;-ffﬁ)uld.—u”{
L5 5 fru“uwgw/"f(twuw;y/uc
K('fd'ﬂ)’/}f/’// 'M/(};u L/‘:’;fc_b({/u/'(jcv/vt.,}jw
ead J'fc'_u‘/(u’!”,d LJ/KJ}'dJ)"-«AJ‘-L—/’/M
-Ll'//f

Is it being opposed ?

Mr. Muhammad Aslam Khan Khattak : Sir, I would not say
that I am opposing it but it is, what I would consider, factual
inexactitude.
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Mr. Chairman : The facts are being denied.
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under Rule 71 (d), it would be reviving discussion on a matter which
has already been discussed in great details. So. this will have to be. I am
affraid, ruled out of order under Rule 71 (d) which says;

“1t shall not revive discussion on any matter which has been
discussed in the same session or in the Assembly within the last six
months™,

So. apart from the fact. that the basis of the motion are not there,
the facts mentioned in it are also not correct and No. 2. it revives
discussion on a matter which has been discussed in details only three

days back. So, it is ruled out of order. Next one No. 54.

RE: INTERFERENCE IN INTERNAL AFFAIRS OF
PAKISTAN BY KABUL Rl GIME
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Mr. Chairman: Who is going to oppose it on behalf of the
Government? Yes, Mr. Zain Noorani.

Mr. Zain Noorani : Sir, now this is an adjournment motion.
Before raising any technical objection to it, 1 would like to say
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something. There are certain matters which affect the entire country
- and are very important undoubtedly. But unfortunately, you, Mr.
Chairman, have just said that you and 1 are both bound by the rules.
And, therefore, one has to oppose it not because one does not agree -
with what is being said.

In this case, this is an adjournment motion attempted to be
'made with regard to the normal diplomatic activity of a diplomat of an
other country for which the Government of Pakistan has no control.
And as such in accordance with rules and traditions this can not form
the basis of an adjournment motion. But the matter is of such a nature
that the entire country is interested in it. And it is fair that the member
of the Senate should be given information about what is happening and
if you permit I would like to make a short statement on it.

Mr. Chairman : Right.

Mr. Zain Noorani : The Government of Pakistan has reacted
strongly to this effort by the representative of the Karmal regime to
interfere in Pakistan’s internal affairs. It is protesting to the United
Nations’ Secretary General against this flagrant violation of the UN
Charter which specifically prohibits interference in the internal affairs
of the States.

This latest action by Karmal regime is yet another example of its
futile efforts to hoodwink the world into believing that there was a
parallel between the freedom struggle being waged in Afghanistan and
the law enforcing action taken by Pakistan Government in its own
territory. Such efforts are to be dismissed with the contempt that they
~ deserve. '

While it is for the Ministry of Interior to keep the Senate
informed of the action taken in the Khyber Agency to restore the rule
of law I would like to put at rest the fanciful canard that have emerged
from the propaganda mills of our adversaries. The Government of
Pakistan have always respected the traditional degree of autonomy
granted to the Pushtoon tribes but the Government cannot be
oblivious to its obligations for the maintenance of law and order and
the preservation of the use of territory for anti-social activities. The
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action was taken in pursuance of the Government's determined cffort
to root out drug processing and trafficking which has wrought havoc
among the youth in Pakistan and throughout the world and to curb the
use of the tribal area as a safe haven for lawless elements.

The law enforcing action taken two months ago has résulte.d in
the destruction of 24 heroin laboratories and number of proclaimed
absconders have been brought tobook. The action was carried out
entirely peacefully as far as possible. As is evident from numerous press
statements the action has the full support of the patriotic people of the
tribal belt who have left Malik Wali Khan Kukikhel and his small band
of accomplices totally isolated. It is a fact that the Karmal regime
backed by its foreign masters has been attempting to create disaffe;tion
and incite unrest in the tribal areas and have tried to use Kukikhel and
his handful of supporters for this purpose by supplying them large
quantities of money and arms. These efforts haye. however. been
rejected by the patriotic tribesmen of Pakistan. I thank you. Sir.
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Mr. Chairman : Would -you like to answer some of the
additional points made by Qazi Hussain Ahmed ?

Mr. Zain Noorani: Sir, in the first instance I would like to say
that I tried my best, looking to the nature of the subject, to raise only
one technical objection so as to belittle the adjournment motion. I have
not contradicted that its contents are of an important nature for the




715

entire country and they should be, if possible, laid in a proper way. |
do not dispute the thought provoking statement made by the
honourable Senator but I still maintain that however. thought provok-
ing they may be. they don’t make basis of an adjournment motion. Not
only it is beyond the scope of the rules as provided for adjournment.
motions and as much as it covers something over which the Federal
Government has no control. Also, it does not relate to any matter
which had happened yesterday or day belore yesterday. And it is a
continuous process. The Afghan representatives in the United
Nations, it is part of his daily job to make such moves. It is a

~continuous process. Therefore. it does not become subject of an
adjournment motion. The third thing is. Sir. . ... . .

Mr. Chairman : Aggressive response in the United Nations
itself. ;

Mr. Zain Noorani: --- As far as that is concerned in my statement
itself: I have said that we are making an aggressive protest in the United-
Nations and adopting all possible methods and means to counteract
this surreptitious move of the Afghan Government. The Government
of Pakistan is fully aware of its responsibility and just as in the past, I
am confident, Pakistan Government has been able to expose the Soviet
entry in Alghanistan in the past, I am confident. that this movealso of
the Afghan Government will meet with equal failure in the
opinion of the entire world community.
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Then I will have to rule it out of order. Thank you. '

We will come to the next item on the agenda. There are two
" items:  one is further discussion on the Report of the Council of
Islamic Ideology and the next one is discussion on the adjournment
motion which was moved by Prof. Khurshid Ahmad and which was
admitted. About the adjournment motion, I don’t know how much
" time it will take but, under the rules not more than two hours are going
to be provided and assuming that we shall work, say, till 1.30 P.M.
probably, we can have one or two speakers on the Report of the
Council of lSl;\lﬂiC Ideology also. and then to start discussion on the
adjournment motion. says. at 12.00 o’clock. Will this be acceptable to
the House? If this is so, then I would request Khan Muhammad Ali
Khan to address the House on the Report of the Council of kslamic
Ideology. :

DISCUSSION ON THE REPORT OF THE COUNCIL OF
ISLAMIC IDEOLOGY
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“I beg to move that the business of the House be
adjourned to consider a specific event of urgent national

importance that the State Bank of Pakistan, in a letter,
dated the 24th August. 1985, has advised all banks to
invest their PLS deposits in Government securities
including treasury bills. The instruction of the State
Bank of Pakistan, has caused grave uncertainty about the

legitimacy of the entire scheme on profit-cum-loss

sharing to which the banking system is reported to have

been switched over from Ist July. 1985. The House may,

therefore, be adjourned to discuss this issue.
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“According to the Ulema the form in which PLS have so

far been used in Bank arrangements and marked down do

not conform to the Sharia. Influenced by the position of

Ulema, a number of doubts remain in the minds of the
common public about the Islamic modes of saving and

financing.”
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“It is advised that banks and BFIS can invest their
previous deposits in Government securities in which they
are permitted to invest as per the rules relating to such
securities including treasury bills.™
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- ‘Whether interest on rupee loans floated in the market or
~loans obtained from foreign agencies, discount paid on
ctreasury bills issued for short terms. interest on saving
certificates, ete. ete, payment of prizes on prize bonds. etc.

The Coﬁncil says that :

‘after consideration. the Council is of the opinion that
most of these transactions involve reward.
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‘That after the abolition of interest, the Federal
Government may issue interest-[ree ad-hoc treasury bills.
Itis further added that after the abolition of interest. there
would be no viable basis for issue of treasury bills on
that in the market. Their issue would. 1hereflore, have to
cease and the Government should instead have recourse
to short-term borrowing from the State Bank. The
commercial banks may use their short-term funds
presently invested in treasury bills in the Inter-Bank call
money market on profit-loss-sharing basis. after the
abolition of interest. the issue of the GTBRs would also
have to cease and the specialized financial instruction
would also have to hold their surplus funds in other forms
such as NIT Units which are casilv encishalhle

O'GMA’VL,QJ' d/.,//”u/}/JJ’/"Lerd_d'- /Cu)u“u/’}f
E St rr i n v L G S Sk T Jedudie

e NS e VU e

“Since it would not be feasible for the Government to pay
any return on borrowing from the market which may
conform to the Islamic Injunctions it would not be
possible to issue any fresh market loan under the inﬂtcrcsl-
free system. Therefore. under the new system, the Federal
and provincial -gox'crnmcnls may not float any market
loans, but should meet their requirements through
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borrowing from the State Bank on interest-free basis- -
subject to payment o f service charges. At present,
scheduled banks and certain other financial institutions
hold Government securities to conform to minimum
liquidity requirements on which they can earn interest.
Any short-fall which may be met by increase in cash

* reserves help further, in the course of (ime. new securitics,
such as, paft of special term certificates that would also
become available for investment. Such certificates may be
issued in the same manner as debentures by public sector
organizations’. Then they say : ‘These bills are issued at
discount in treasury bills. The issuance of treasury bills
will have to be discontinued under the interest-free
system.’
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“The process of Islamisation of banking initiated by the
Government in 1979-80 gradually according to phased
programme, reached the culmination, during 1984-85. In
terms of the schedule allowed by the Finance Minister in
his budget speech, 1984-85, interest was eliminated from
the domestic lending operation of the entire banking
system and all fixed deposits are now being accepted by
banks only on profit and loss sharing basis or as current
accounts’.
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According to the programme for elimination of *‘Riba’ from the

banking system of the country, as announced in the budget speech for
1984-85. banks have been precluded from accepting interest-bearing
deposits on or alter Ist July, 1985. The deposits accepted by them on
‘and after the said date are on PLS basis except deposits received in
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current account on which no return is given by the banks.
Consequently. the banks held surplus liquidity on their PLS deposits
which they could not invest in non-interest advances because of the
credit ceiling constraint. Keeping such funds uninvested it would have
seriously reduced the return payable to PLS deposits. Therefore the
banks and development financial institutions were permitted by the
State Bank to invest their PLS funds in Government securities
including treasury bills.

The question whether ‘Riba’ is involved in such transactions as
borrowing by Government from the State Bank of Pakistan and
commercial banks, borrowing by Government from individuals by
floating loans or selling certificates of various types and inter-
governmental borrowings did engage the attention of the Government.
The Finance Minister. my predecessor in his Budget Speech for 1984-
85, referring to these transactions raised some conceptual issues in
these words.

“In particular, it is arguable whether interest paid on
borrowing by Government from banks wholly owned by
it can be regarded as *Riba’ or interest recorded by it on
loans made to public sector corporations owned by it
is ‘Riba’. Such transactions are merely in house
accounting and control arrangements and have no
exploitative element. Then again, can any reward or
return paid by Government to savers who make their
savings available to the nation, be regarded as ‘Riba’. If
so, will it be appropriate if instead of a fixed return, the
savers are paid a return related to the nominal growth
registered by the economy as a whole or the profit realised
by any undertaking to which savers’ funds are specifically
allocated by Government. How should the savers be
compensated for deterioration in the value of their
savings due to inflation?

If loans by Federal Government to the provincial
governments are made interest free, will it not confer
undue advantage on those provinces whose borrowing
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per capita is higher? Will such free funds not encourage
investment in unproductive ventures? What new criteria
should be laid down for project evaluation while keeping
in view this factor? Since Federal Government will be
giving a return to savers to mobilise resources and will not
get anything in return from the province to which funds
are made available a review of the distribution of financial
resources between the Federal Government and the
province will also be relevant.™

As on 26th December, 1985, the PLS funds invested by banks in
Government papers and treasury bills amounted to Rs. 23 billion (24
per cent of total PLS funds of Rs. 97 billion on that date). Thus the
permission to banks to invest in Government papers and treasury
bills provided an avenue for the' banks to invest their funds which
would have otherwise remained idle.

Similarly, an amount of about Rs. 11 billion annually becomes
available to the Federal Government through investment received in
various savings schemes. In case these schemes are abandoned the
Government will be deprived of an important source of collecting
finances through domestic savings on one hand and will have to find
Rs. 57 billion to pay back to the investors of the savings schemes on the
other. It was because of these unresolved conceptual issues and the
importance and nature of banks™ investment in Government papers
and investment in savings schemes that the Finance Minister in his
budget speech 1985-86. announced that:—

..... it appears from such examination of the issue as
has been feasible that the return paid against borrowing
Government on its borrowing is from the highest
authority in the land to its citizens. It is not a transfer
from the poor to the rich.

The Government obtains such loans for delence,
economic infrastructure and social welfare which do
not give any direct financial return, although the benefit is
shared by the public at large. It would be unfair if the
saver is not given any return on the funds provided by him
to the nation. By no stretch of imagination can it be
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argued that the saver is exploiting the Government. The
return obtained by the saveris a reward for performing a
valuable national service. Similarly the prize bonds have
no element of interest on gambling. The principle invested
in such bonds is never at risk. Savers are only awarded
prizes on random basis through the drawing of lots. It is
accordingly proposed that the scheme of Government
borrowing including longer term bonds and treasury bills,
saving certificates, prize bonds, Khas Deposit and small
saving accounts of various types may be continued in
their present form. We also feel that there is no need for
making any change in the financial arrangements between
the Federal Government and the Provincial Government
and between these governments and the bodies corporate
under their control such as State Bank of Pakistan and
WAPDA. This is merely accounting adjustment without
real transfers and creates no injustice.™

It is. therefore, arguable to say the least. as to whether financial
instruments of the Government and the return paid by Government on
funds invested by banks and financial institutions (which are owned by
Government) in Government securities and treasury bills involve Riba.

It may be pointed out that the Council of Islamic Ideology while
recommending that after the abolition of interest, fresh market loans
carrying a fixed rate of return will no longer be issued by the Federal
and provincial governments has also recognised the difficulty in
following terms:—

e

“It would be difficult to raise resources on profit/loss -
sharing basis as most of the items of Government
expenditure are not amenable to equity financing. The
borrowing requirements of the Government will,
therefore, have to be met largely from the state Bank on
interest-free basis. The Council recommends that the
State Bank may provide necessary accommodation to the
Government for medium and long terms. However, it
must be ensured that injection of high-powered central
bank money into the economy is kept within safe limits.”




ADJ. MOTION RE : ISLAMISATION POLICY OF THE 755
FINANCIAL INSTITUTIONS IN THE COUNTRY

The Council has in fact posed a question and we have to find a
viable and tenable solution to the existing situation. Also, while
discussing the treasury bills on tap. the Council has this to say:

“Treasury bills on tap are also interest-bearing and their
maturity period is three months. Since they are easily
discountable with the State Bank they are purchased
mainly by Commercial banks to earn some income on
short-term funds pending their utilization in more
remunerative and higher yielding assets. After the
abolition of interest. there would be no viable basis for
issue of treasury bills on tap in the market. Their issue
would, therefore, have to cease and the Government
could instead have recourse to short-term borrowing .
from the State Bank. The commercial banks may use their
short-term funds, presently invested in treasury bills, in
the inter-bank call money market on profit/loss sharing
basis.” ;

It would again be seen that this does not provide the actual
solution to the investment of excess liquidity by the commercial banks
as a whole. The problem arises from the fact that the funds available
with the banks as a whole are surplus to the total avenues of investment
including the inter-bank call money market, available to them.

We cannot content ourselves by saying that the concept of Riba
embraces such transactions. We cannot leave the problem at that. We
need at the same time to provide practical, concrete, viable and
sustainable alternative measures which would replace the existing
arrangements. Suggestions in this regard will be welcomed by the
Government.
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[The Senate then adjourned to meet again at half past four of the
clock ‘in the evening on Wednesday, February 12, 1986.]

PCPPI--2356(86)Senate—16-4-87—300.




