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"SECTION 1: THE REAL ESTATE SECTOR

Introduction

Executive Summary

Obtaining Permission for High-rise Building from
the Capital Development Authority, Islamabad

Obtaining Permission for Residential Construction
from the Capital Development Authority,
Islamabad

Obtaining Permission for a Project from the
Environment Protection Agency, Islamabad

Buying and Selling a Plot in a Private
Housing Society
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THE HEALTH SECTOR ‘SECTION 2

Setting-up a Pharmaceutical Unit ! ' 6

Setting-up a Private Hospital 1 1 3
Setting-up a Diagnostic Center 1 : ; ;

Setting-up a Pharmacy 1 51

Recruitment through Federal Public
Service Commission (FPSC)
Pension: Kick-off Process 1 ; 8

Setting-up a Petrol Pump 1 8 5
Trade License 1 9 8

SECTION 3: sLubGe FROM OTHER SECTORS
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ACRONYMS & ABBREVIATIONS

BCS Building Control Section, CDA

CAA Civil Aviation Authority

CDA Capital Development Authority

CLB Central Licensing Board

DHA Defence Housing Authority

DRAP Drug Regulatory Authority of Pakistan
DVC Design Vetting Committee, CDA

EIA Environmental Impact Analysis, EPA
EM1DTE Estate Management Directorate -1, CDA
EPA Environment Protection Agency

AV Floor Area Ratio

FESCO Faisalabad Electric Supply Company
HCE Healthcare Equipment

IESCO Islamabad Electric Supply Company
NDC No Demand Certificate

NOC No Objection Certificate

NTN National Tax Number

OMC Oil Marketing Company
PBS Pakistan Bureau of Statistics

Pakistan Chemists’ and Druggists’ Association

PIR Property Information Report
PMC Pakistan Medical Council
PNC Pakistan Nursing Council

Pakistan Telecommunication Company Ltd.

SNGPL Sui Northern Gas Pipeline Limited
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WHAT IS SLUDGE IN THE ECONOMY?

Social scientists use the term sludge for excessive or unjustified frictions that make it
difficult for people to achieve what they want to or to do as they wish (Sunstein, 2021).
These frictions make processes difficult to navigate and entail burdens.

Examples of the sludge include:

Complicated application forms.
Duplicative paperwork.
Waiting in queues to get a task done.

Time consumed in seeking registrations, licenses, certificates, and other permits
(RLCOs).
e Securing attestations/verifications.

All interactions between individuals seeking a service from institutions, both public and
private, involve sludge. In an interaction between a citizen and a public institution,
sludge is simply the administrative burden borne by a citizen.

Herd and Moynihan (2018) elaborate that these administrative burdens occur in the
form of learning cost (the cost that people encounter when they search for information
about a service), compliance cost (related to compliance with rules and requirements),
and psychological cost (related to the experience of stress, loss of autonomy, or stigma).

WHY DOES SLUDGE MATTER?

Studies from behavioral economics show that individuals prefer to avoid such adminis-
trative burdens in the present, even if it means forgoing long-term benefits.

This implies that the presence of sludge in the form of administrative burdens reduces
the frequency of transactions. Since GDP is the sum of transactions in the economy,
sludge is consequential and constrains GDP growth.

Sludge also costs the economy in terms of waste of resources and incidence of higher
opportunity costs. For example, a document that can be delivered online, requiring it to
be delivered personally imposes several cost like travel expenditure, cost of time spent,
and even pollution caused due to travel. Such costs discourage investment and lower
the overall productivity in the economy, which ultimately constrain GDP growth.

Besides, resources are required to overcome sludge, and resource-constrained individu-
als face more difficulty to tackle sludge. Therefore, sludge is distributive and reinforces
inequality. It also imposes psychological costs in the form of frustration, humiliation,
and stigma. Finally, it can be used to seek rents, which again constrains economic
activity.
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OBJECTIVES OF THE PIDE SLUDGE AUDIT REPORTS

The identification of sludge involved in different interactions between citizens and
public institutions is essential to reduce the magnitude of the burdens imposed by these
frictions.

PIDE sludge audit reports aim to serve this goal. The objectives of the reports are:

® To highlight the sludge involved in different activities.

® |nduce the concerned agencies to work for reducing the sludge.

® To pin down areas where the sludge can be reduced either by shortening the procedure
or through digitization.

To compute the sludge involved in an activity, we have estimated the time consumed in
the execution of the activity and the cost involved in executing it. The cost includes
processing cost as well as opportunity cost. Expenditures incurred for the execution of an
activity such as fees, taxes, travel expenditures, etc., fall in the category of processing
expenditures. Opportunity costs include the revenue foregone due to delayed execution
of the activity - for example, rental income that a building may earn if allowed to be con-
structed earlier than is the case. The time-cost of the person(s) facing the administrative
burdens. Trips to a government office and waiting for a public official to get a task done
have been captured by assuming the wage-income lost due to the visit. The profile of the
person undertaking the visits has been accounted for while assuming the wage-income
lost. Typically to launch a certain business venture an office must be established during
the pre-implementation phase. This office runs at a sub-optimal level, till the operations
start, which means more overheads. Such overheads, due to a delayed start, have also
been estimated and accounted for in the opportunity cost incurred due to sludge.
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EXECUTIVE SUMMARY

THE COST OF REGULATION 39 % OF GDP

Obtaining Permission for a High-rise Building from the Capital Development
Authority, Islamabad.

l : i

Total Time: Cost Of Sludge: Procedures /Steps:
4 years 77% of project value 104
17.5 % of GDP

Obtaining Permission for Residential Construction from the Capital Development
Authority, Islamabad.

l : i

Total Time: Cost Of Sludge: Procedures /Steps:
9 Months 5% of construction cost 53
0.63 % of GDP

Obtaining Permission for a project from the Environmental
Protection Agency, Islamabad.

i - i

Total Time: Cost Of Sludge: Procedures /Steps:
21 Months 62.10% of project value 59
12 % of GDP

Acquiring a Plot in a Private Housing Society

i : l

Total Time: Cost Of Sludge: Procedures /Steps:
18.5 Years 108 % of project value (annually) 72
2.75 % of GDP
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Setting-Up a Pharmaceutical Unit

i : l

Total Time: Cost Of Sludge: Procedures /Steps:
2 Years 10.3 % of project value 114
2.34 % of GDP

Setting-Up a Private Hospital

l . i

Total Time: Cost Of Sludge: Procedures /Steps:
8 Months 49.15 % of project value 926
0.1 % of GDP

Setting-Up a Diagnostic Center

i : i

Total Time: Cost Of SIUdge: Procedures / Step$:
6.14 Months 36.6 % of project value 87
0.03 % of GDP

Setting-Up a Pharmacy

i . i

Total Time: Cost Of Sludge: Procedures /Steps:
7.2 Months 46.5 % of project value 84
3.75 % of GDP
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Recruitment through Federal Public Service Commission (FPSC)

l : i

Total Time: Cost of Sludge Procedures /Steps:
2.17 Years Rs. 15,678 29

Pension: Kick-Off Process

l : l

Total Time: Cost Of Sludge: Procedures /Steps:
6 Months 94 % of graduity 30
0.06 % of GDP

Setting-Up a Petrol Pump

i . i

13.71 Months 8.2 % of investment 58
0.07 % of GDP

Trade License

l : i

Total Time: Cost of Sludge Procedures /Steps:
5.3 Months Rs. 80,185 46
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THEREAL ESTATESECTOR @

To highlight the sludge in the real estate sector, we focused on the following activities:

— Obtaining Permission for a High-rise Building from the Capital Development Authority, Islamabad.

— Obtaining Permission for Residential Construction from the Capital Development Authority,
Islamabad.

— Obtaining Permission for a Project from the Environment Protection Agency, Islamabad.

— Buying and Selling a Plot in a Private Housing Society.



1.1

OBTAINING PERMISSION FOR A HIGH-RISE
BUILDING FROM THE CAPITAL
DEVELOPMENT AUTHORITY, ISLAMABAD



Obtaining Construction Permit For High-Rise

As per the Islamabad Capital Territory Building Control Regulations (2020), a building or a structure

cannot be constructed without prior permission from the Capital Development Authority (CDA).

THE PROCESS OF OBTAINING CONSTRUCTION PERMISSION

Develop
Building
Plan

Wait for
Inspection
Report

Wait for
Inspection

NOC from
Environmental
Protection
Agency

Apply for
permission

Get Approval
in CDA PP

NOC from
Sewerage
Division, CDA

NOC from Civil
Aviation
Authority

O The CDA by-laws do not provide any clear definition of a high-rise building. Based on zoning laws the maximum

number of storeys allowed are subject to,

O Permitted Floor Area Ratio (FAR)
According to the Planning Parameter notification (CDA/PLW-192)/2018/), a high rise must have a minimum
area of 20 kanal, and the allowed FAR is 3.5.

O The Height as fixed by Civil Aviation Authority (CAA)
The Civil Aviation Rules restrict the building height at 147ft within a 4 km area surrounding the runway, while
height limit ranges from 147ft to 476ft for the area from 6km to 9km surrounding the runway. The area beyond
9km to 15km from the runway has a height restriction of 492ft.
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The cost of sludge involved in
the permission can be up to
77.0% of the project value

The process of obtaining

permission for a high-rise

building consumes around
4.31 years

The sludge involved in
obtaining permission
for a high-rise costs the

economy around
17.5% of GDP.

The process involves a
moderate stress level

(3.2/5)

Based on the suggested

recommendations  the

cost of sludge can be
reduced by 27%.
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CHART-11 (A): FLOW CHART OF OBTAINING PERMISSION FOR A

HIGH-RISE BUILDING FROM CDA

Time
Consumed

Gather Information
1,900
Building Plan
1,553,200
Vetting Soil Investigation Report
3,500

Obtain Certificates
6,200

NOC from Civil Aviation Authority
16,500

NOC from Environmental Protection Agency
16,800

Obtain NOC from Sewerage Division
3,300

Prepare Other Documents
672,000

Submit Application
2,200

Wait for Site Inspection
95,100

Site Visit by CDA Staff and Report Submission
165,100

Follow up visits to CDA and getting NOC
1350
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SOURCES OF THE SLUDGE

The approval for construction of a high-rise building only from the CDA takes almost 3 years. The
applicant has to seek approvals from the Civil Aviation Authority (CAA) and the Environmental Protec-
tion Agency (EPA) as well, which is the biggest source of sludge. Both agencies together take around

1.5 years (9 months each) to allow the construction of a high-rise building.

LN NSVZI 3 4.31 years

® Agency Time 3.43 years

@ Overhead Time 115 years
@ Processing Time 3.4 months

PROCESSING MONETARY COSTS

Rs. 2,156,410

Agency Time
The time consumed by the department/agency concerned in processing an activity.

Overhead Time
Part of the day lost due to being involved in this activity.
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COST OF THE SLUDGE

Sludge involved in obtaining a high-rise construction permit brings an enormous burden for the
investor. Some aspects of the burden due to delays are captured by considering the following direct

and indirect aspects of financial burden:

01

Increase in the
project cost
due to delay

02

Foregone rental
income due to
delayedcomple-
tion

03

Foregone
income due to
investment in
the plot

04

Cost of
Personal time

05

Running Costs

These aspects of cost overruns that we are trying to capture seek to indicate the pervasiveness of the

sludge burden.

COST OF THE SLUDGE (% OF PROJECT VALUB)

77.26% 24.00% 29.63% 23.30% 0.07% 0.26%
Total Increase in Foregone Rental Foregone Income Cost of Personal Project Running
Construction Cost Income due to due to investment Time in persuing Cost
due to delay in delay in getting in the plot Construction
getting permission permission Permission
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1. Increase in the Project Cost Due to Delay

The delay in obtaining construction permits for a high-rise causes the actual project cost to exceed

the estimated project cost.

r ( PROJECT COST N\

MATERIAL COST TAXES, PROFIT & OVERHEAD LABOR COST
70% 18% 12%

FINISHING WORKS

SKILLED
LECTRICAL, MECHANI- 300/ GREY STRUCTURE PROJECT MANAGE- 34% UNSKILLED
CAL & PLUMBING = o MENT STAFF o,
25% / 45% / 2% / 52% /

00 & ©0
XY

CEMENT SAND CRUSH

A component-wise analysis of the project cost from 2013 to 2017 indicates that the project cost
exceed the budgeted cost by 24% of the total project value due to a delay of more than 4 years in
obtaining permissions. For instance, one of the essential items in construction is steel bars. The price
of 10-12 mm steel bars of 40 grade rose to Rs. 84,000 per metric ton from Rs. 77,500 per metric ton
(9% increase in price) during 2013-2017.* The average cost of steel in a high-rise accounts for around
11.03% and the hike in the steel price translates into a 1.00% increase in the project cost due to the

delays. Details of the increase in construction cost are presented in the table below.

! The average price data of inputs have been collected from the monthly Bulletin of Statistics, Pakistan Bureau of Statis-
tics, and through the market survey.
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Increase in Product Cost Due to Delays

Weight s Impact on the Project
Cost Component 0 ) Cost
(% Project Cost) (2013-2017) (% of Project Value)

Excavation 1.26 S 0.42
Filling 1.89 75.00 1.41
Steel 11.03 8.38 0.92
Plaster 3.15 6.54 0.20
Cement 1.98 3.92 0.07
Sand 3.97 7.01 0.27
Crush 8.22 43.83 3.63
Finishing Works 21.00 26.54 5.57
Bl ieal Mechanical, and 17.50 38.88 6.80
Skilled Labor 6.24 28.88 242
Unskilled Labor 4.08 42.85 1.74
Project Management 1.68 25 0.42
Taxes, Profit and Overhead 18.00 0 0

2. Foregone Rental Values

Another cost borne by the investor due to the delay in getting a construction permit comes in the
form of foregone rental values. We assume that the average time for construction of a high-rise is
around 5 years. We also assume that another 6 months are consumed in marketing and finishing the
deals. Therefore, after the lapse of 5.5 years, the owner of the high-rise may receive the rental income
from the project. Hence, a project launched in 2013, will generate rental income in 2019. However,
the prolonged delays in the construction permit will hamper the realization of this rental income.

Our estimations 2 suggest that the cost of sludge in the form of foregone rental income accounts for

around 29.63% of the project value.

2 See page 26 for details
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3. Foregone Income Due to Investment in the Piece of Land

The delays in getting the construction permit also keep the land purchased for the construction unuti-
lized. To capture this aspect, we measured the opportunity cost of investment in the land on the basis
of return from a risk-free investment.

The opportunity cost of investment in the piece of land due to sludge accounts for 23.30% of the proj-

ect value.

4. Personal Time Cost
The opportunity cost of personal time involved in getting a construction permit from CDA for a
high-rise has been captured by assuming the minimum average salary of a developer. As shown in cal-

culations on page 24, this head costs around 0.07% of the project value.

5. Running Cost

Since the project under consideration is a megaproject, the need of maintaining an office for the
smooth functioning of the project and its marketing is essential. To capture this overhead cost, we
assume an office dedicated to project supervision with 10 staff members in operation since making an
application for the permit and throughout getting the permit.

This indirect cost of the sludge accounts for 0.26% of the project value.

Extra Cost due to Delays
(24% of the Project Value)

N

(((

! !
Expected Timeline of the Project Construction ® . Marketing . Actual/Realized Timeline of the

' ? { pro on
project Construction )
= 7,000 . g S X 20.00
= n ¢ e z
s 18.00 =
y 6,000 S
o 16.00
o x
£ 5000 1400 3
2 (@]
T 4,000 12.00 %0
c
o 1000 €
= 3,000 &
s v 8.00 T
> o——o— 5
& —e——o— ¢ £
w — 400 £
S 1,000 o——— 9 o g
o L 200 3
2 3
0 0.00
2013 2014 2015 2016 2017 2018 2019 2020 2021
<@~ Foregone Rental Value <@~ Foregone Income Due to Purchase of Unutilized Land <@ Personal Time Cost Running Cost
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COST OF THE SLUDGE IN TERMS OF GDP

To assess the impact of the cost of regulation on the economy, we translate the cost of sludge in
obtaining permission (77.26% of project value) in terms of GDP. The task is performed based on the
following information: (i) average Per Square Feet (PSF) cost of sludge, (ii) average PSF cost of the proj-
ect including land value, (iii) commercial projects approved by the CDA, (iv) urban population of top 10
cities of Pakistan.

The underlying assumption for the calculation in the table below is that the 50% commercial approv-
als by the CDA during the last year represent the approvals for the high-rise construction while the
remaining 50% constitute approvals for low or medium-rise construction. This assumption implies
that half of the commercial approvals involve lesser sludge since low or medium-rise construction
need not be approved by the EPA and CAA. Since the approvals from the EPA and CAA take more than
1.5 years, we further assume that the cost of sludge for low or medium rise is 50% less than the

high-rise approvals.

Rs. 157.4

billion
\ I\ I\
\ I \ /7 \

\ / \ Total commercial / \ Cost of sludge in /
. PSF Cost of sludge , N by CDA  * \ sl b ‘3 /
N , .  approval by , N slamaba ,

\ V4 \ V4 \ 4
~ P4 ~ 7 ~ P4
-~ -~ - - - - ~ -~ - - ~ -~ - -

Rs. 6,385

billion
\ I \ I\

\ I\ I\ !
\ . VAN Cost of sludge in VAN Cost of sludge ’
.  Percapita cost of , N top 10 cit , N (% GDP) ,

X 0 cities
» sludge in Islamabad  ~ . P ’ \ 0 ’
\ / \ 7’ N 4
~ e ~ e ~ ’
S o - ~ - - SN - -
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CUTTING THE SLUDGE

1. Eliminating unnecessary steps:

The time and money spent on gathering information as to what is the process of getting a construc-
tion permit (learning cost) can be eliminated (for the literate people) if all the required information is
posted on the website in a user-friendly manner. In this way, the time spent in making a trip to the
CDA office, waiting for the concerned official, and interacting with the official will be saved. Thus, a
much lesser time and cost will be spent in gathering the information from the CDA’s website,

if available.

h

This is an assurance from the applicant that if any loss is caused due to
construction to any public or private property in the neighborhood of
construction, then the applicant will make good the loss of the owner of the
said property. This can be made a legally enforceable part of the application
form, through a suitable amendment in the relevant law. No separate
indemnity bond would be required then.

NOC from CAA

The CAA can specify maximum height allowable in specific areas and
these can be communicated to respective Development Authorities like
the CDA, responsible for approving the construction Design. Based on
these specifications the CDA may approve the building plan. The CDA and
CAA should be maintaining close liaison for changes in specifications from
time to time - The applicant need not be required to obtain NOC from
CAA.

NOC from Environmental Protection Agency (EPA)

The EPA may convey its requirement to the CDA and the CDA may allow
construction based on the said specification. An alternate could be that EPA
can station an officer at CDA/establish a cell at CDA. This cell may process
the applications. The applicant should not be required to obtain a separate
NOC from the EPA.
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2. DIGITIZATION

Submission of Application and Documents to CDA

1 3
The option of submitting Applications for NOCs required The fee payable against the
the application online and from The Civil Aviation Authority construction permit has to
uploading the documents and The Environmental be paid physically at the
should be available. Protection Agency should be bank. The option of paying
allowed online. online should be available.

A

4 5

Construction  permit  when An attested copy of CNIC should not be
granted has to be collected by required - mention of CNIC number in the
the applicant from the CDA. This application form should be enough. The
can be shared electronically with CDA should have the facility to verify
the applicant. particulars of the applicant directly from

the NADRA's database.

Cutting the Sludge: Reduction in the Time Consumed & Cost Based
on the Recommendations

26.50% 27%

Reduction in
Time Consumed

36.37%

Reduction in
Processing Time

Reduction in
Agency Time

Reduction in
Overhead Time

Reduction in the
Cost of Sludge

7.09% 25.61%
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Full Elimination Possible .

Digitization Possible . ( COlor Legend

Table-1.1(A) : Steps Required and Time Consumed in Obtaining Construction Permit for a High-rise from the
Capital Development Authority (CDA)

Time (Minutes) Overhead
Transac Time Agency
No Steps Description Travel |Waiting |: Total Time
P 9 [tion/Pro (Minutes)
cess
Visit CDA 45 45
1 |Gather Information Meet official to gather information 30 30 60 (14:0 )
ay
Finish the day 45 45
45 45
30 120 150
:g 4 24000
B (54 days)
30 30 60 21600
(45day)
30 60 90
45 45
45 45
30 30 60
Allotment/
Transfer Letter
30 60 90
2
45 45
Prepare Documents 45 45
60 480 540
45 45
45 45
30 30 60
45 45
Visit-Architect 45 45
Building Plan Brainstorm 30 360 390
. Finish the day 45 45
(6 copies)
Visit-2: Architect 4 45
5
for plan




Hire-Architect 180 180
Finish the day 45 45
Design by Architect 14400 14400 14400
Visit-3 to collect
building plan = “ Seey)
Meet the Architect 20 30 50
Finish the day 45 45
Visit consultant 45 45
Hire Geological 30 120 150
consultant
Soil Finish the day 45 45
Investigation | Assessment of the 0 960 AR
area (2 day) (56day)
Report — _
Visit-2: Geological
consultant 2 2
Receive report 30 60 90
Finish the day 45 45
Consultant \R{iSit gngineert — =5 2(1)0 480 14400
. eceive repor
Certificate Finish the day = (1 day) (30day)
Fire Visit Architect 45 45
Fighting/Life-sa| Collect certificate 30 30 60 960
fety Certificate | Finish the day 45 45 (2 day)
Collect stamp 10 20 10 40 960
Indemnity paper _ (2 day)
Bond for Print affidavit 10 10 20 960
Life-safety Wltnessgs 90 15 480 585 (2 day)
attestation
Notarize affidavit 10 10 20
Possession Letter copy 90 10 10 110 14400(30 day)
Visit CAA 45 45
Gather information 60 60 120
Finish the day 45 45
Visit-2 CAA 45 45
,N'OC f'ror'n Submit
Civil AV|a.t|on documents/applica 60 120 180 1440 (2153300)
Authority o (3 days) ay
Finish the day 45 45
Visit-3 CAA 45 45
Receive Certificate 30 30 60
Finish the day 45 45
Visit Ministry 45 45
Submit Plan 30 120 150
Finish the day 45 45
Review by Ministry
environmental 0
NOC from consultants 72000 129600
Environmental |[Amendments 90 30 o0 600 (15 day) (270 day)
Protection Visit Ministry 45
Authority Submit revised 30 120 o
plan
Finish the day 45 45
Visit 2: Ministry 45 45
Receive NOC 30 30 60
Finish the day 45 45
Attested CNIC |CNIC copy 45 5 10 60 240
Copy Attestation 120 45 5 170 (1/2 day)
Collect stamp paper 10 20 10 40
Indemnity  [Print affidavit 10 10 20 1680
Bond Witnesses attestation 90 15 480 (3.5 day)
Notarize affidavit 10 10 20

18
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Forms signed by 45 45
archltect, 30 30
engineer, and
owner 45 45
Visit National Bank 45 45 0
Pay order Ask for pay order 60 15 75 (1/2 day)
Finish the day 45 45 4
Soundness Visit Engineer 45 45
and Stability | Get certificate 30 240 270 1440
Certificate Finish the day 45 45 (1 day)
Visit NCI 45 45
Apply for NOC 60 240 300 4800 3360
NOC from Finish the day 45 45 (10 day) (7 day)
sewerage Visit-2: NCI 45 45
division Collect NOC (after 30 60 90
7 days)
Finish the day 45 45
45 45
3 | visit-2 CDA 30 90 120 ol
45 45 (1/2 day)
45 45
30 60 90
4 Account Section 45 45 14400 12000
Clearance 45 45 (10 day) (25 day)
30 240 270
45 45
Visit 5 CDA 45 45
Presentgtlon at DVC meeting 120 120 240
by architect
Finish the day 45 45
5 c Visit 6 to CDA 45 45
DVC meetin i i
9 Enquire at?out minutes of 120 120 240
DVC meeting
Re{cel)/e letter of Approval in 30 120 150
principle
Finish the day 45 45
Invite bids 90 60 30 180
6 | Design vetted structure Recelvg bids @l Soiel
Allot bid 7200 7200
Receive report 14400 14400
45 45
7 | Building Inspector 30 120 150 4800 1440
(10 day) (3 day)
45 45
8 | Building Inspector’s visit 60 60 1440
(3 day)
o . 28800 3360
9 | Report Submission by Field-Officer 0 (60 day) (7 day)
Travel to CDA 45 45 VT o
10 | Visit-6 CDA C.oI.Iect approval certificate 30 45 75 (30 day) (15 day)
Finish the day 45 45

Aggregate Time (Months) 55.3




Table-1.1 (B): Monetary Cost in Obtaining High-rise Construction Permit CDA

Cost
No Steps Description
Travel Fee Total
Visit CDA 500 500
1 Gather Information Meet official to gather information 0
Finish the day 500 500
Visit CDA 500 500
Apply to Revenue
Officer and Deputy| 500 500
Director BCS
Finish the day 0
Visit-2 CDA 0
To collect NOC 500 500
after 12 days
Apply for No
Demand 100000 100000
Certificate(NDC)]
Finish the day 500 500
Visit-2 CDA 0
To collect NDC 500 500
Allotment/ | after?7 days
Transfer Letter App|y for Transfer
2 Letter 0
Finish the day 500 500
Prepare Documents Visit-3 CDA 500 500
Submit original
document (after 500 500
7 days)
Finish the day 500 500
Visit-4 CDA 500 500
Collect transfer
letter (after 15 0
days)
Finish the day 500 500
Visit-Architect 500 500
i 0
Building Plan | -rainstorm
. Finish the day 500 500
(6 copies) — .
Visit-2: Architect 500 500
for plan
Hire-Architect 1,500,000 1,500,000
Finish the day 500 500
Design by Architect 0
Visit-3 to collect
building plan 500 500
Meet the Architect 0
Finishing the day 500 500
Visit consultant 500 500
Hire Geological
Soil consultant 0
Investigation | Finish the day 500 500
Report Assessment of the 0

area




Visit-2:

consultant 20 200
Receive report 0
Finish the day 500 500
Consultant \F:iSit engineer 500 580
. eceive report
Certificate o ioh the day 500 500
Fire Visit Architect 500 500
Fighting/Life-sa| Collect certificate 0
fety Certificate | Finish the day 500 500
Collect stamp 500 150 650
Indemnity pa'per _
Bond for Pr!nt affidavit 100 100
Life-safety BITEEES 1000 200 1200
attestation
Notarize affidavit 0
Possession Letter copy 0
Visit CAA 500 500
Gather information 0
Finish the day 500 500
Visit-2 CAA 500 500
NOC from ST
Civil AV|a't|on documents/applica 10000 10000
Authority o
Finish the day 500 500
Visit-3 CAA 500 500
Receive Certificate 0
Finish the day 500 500
Visit Ministry 500 500
Submit Plan 10000 10000
Finish the day 500 500
Review by Ministry
environmental
NOC from consultants 0
Environmental |Amendments 0
Protection Visit 2: Ministry 500 500
Authority Submit revised 0
plan
Finish the day 0
Visit 3: Ministry 500 500
Receive NOC 0
Finish the day 500 500
Attested CNIC |CNIC copy 10 10
Copy Attestation 0
Collect stamp paper 500 500
Indemnity  [Print affidavit 500 150 650
Bond Witnesses attestation 100 100
Notarize affidavit 1000 200 1200
Forms signed by Visit CDA 500 500
architect, -
engineer, and Fil the form 0
owner Finish the day 500 500
Visit National Bank 500 500
Pay order Ask for pay order 500000 500000
Finish the day 500 500
Soundness Visit Engineer 500 500
and Stability | Get certificate 0
Certificate Finish the day 500 500
Visit NCI 500 500
Apply for NOC 0
NOC from Finish the day 500 500
sewerage Visit-2: NCI 500 500
division Collect NOC (after
0
7 days)
Finish the day 500 500
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500 500
3 Visit-2 CDA 0
500 500
500 500
_ 0
4 Account Section 500 500
Clearance 500 500
0
500 500
Visit 5 CDA 500 500
Presentation at DVC meeting 0
by architect
Finish the day 500 500
5 ) Visit 6 to CDA 500 500
DVC meeting Enquire about minutes of 0
DVC meeting
Receive letter of principal 0
approval
Finish the day 500 500
Invite bids 500 500
6 Design vetted structure |-Receive bids 0
Allot bid 0
Receive report 500 500
500 500
7 Building Inspector 0
500 500
8 Building Inspector’s visit 0
9 Report Submission by Field-Officer 0
500 500
Visit-8 CDA
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Box- 2: Stress Percentage

The distribution of stress across steps has
been calculated by multiplying the total
process time (including travel, wait, and
transaction time) of each step with the
stress level. The Stress % column in the

table contains a percentage representation

of stress distribution.

Low Stress

Stress Ranking

Mild Stress

Moderate Stress
High Stress
Severe Stress

Table-1.1(C) : Stress Involved in Obtaining Monetary and Opportunity Cost in Obtaining

High-rise Construction Permit CDA

No

Steps

Description Stress Level

Weighted Stress

Gather Information

Visit CDA

0.1

Meet official to gather information

0.2

Finish the day

0.1

Prepare Documents

0.1

0.4

0.1

0.1

0.1

0.3

0.1

0.1

Allotment/

0.2

Transfer Letter

0.3

0.1

0.1

I 1.6
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0.1
0.1
0.2
0.1
Visit-Architect 0.1
Building Plan B‘ra‘instorm I 1.1
(6 copies) Finish the day 0.1
Visit-2: Architect
0.1
for plan
Hire-Architect 0.5
Finish the day 0.1
Design by Architect 33.9
Meet the 0.1
Architect
Finishing the day 0.1
Visit consultant 0.1
Hire Geological
Soil consultant 04
Investigation | Finish the day 0.1
Report Assessment of the 0.0
area
Visit-2:
consultant 2 0.1
Receive report 4 0.2
Finish the day 2 0.1
Consultant | Visit engineer 2 0.0
Certificate R.ec.elve report 4 0.5
Finish the day 2 0.1
Fire Visit Architect 2 0.1
Fighting/Life-sa| Collect certificate 0.2
fety Certificate [ Finish the day 0.1
0.0
Indemnity
Bond for 0.1
Life-safety 0.1
| 1.0
Possession Letter copy 0.1
Visit CAA 0.1
Gather information 0.1
Finish the day 0.1
Visit-2 CAA 0.1
NOCfrom ey pmit
Civil Aviation | 4ocyments/applica
Authority et 0.1
Finish the day 0.2
Visit-3 CAA 0.1
Receive Certificate 0.1
Finish the day 0.1
Visit Ministry 0.1
Submit Plan 0.1
NOC from Finish the day 0.2
Environmental |Review by Ministry
Protection environmental 0.1
Authority consultants
Amendments 0.0
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Travel to Ministry 2 0.7
NOC from Submit revised
Environmental |plan 0.0
Protection Finish the day 0.2
Authority Travel to Ministry 0.1
Receive NOC 0.1
Finish the day 0.1
Attested CNIC 0.1
Copy 0.2
0.3
Indemnity 0.1
Bond 0.1
0.0
Forms signed by 0.0
architect,
. 0.1
engineer, and
owner 2 0.0
Visit National Bank 2 0.1
Pay order Ask for pay order 3 0.1
Finish the day 2 0.1
Soundness Visit Engineer 2 0.1
and Stability | Get certificate 5 0.1
Certificate Finish the day 2 0.3
Visit NCl Lal Masjid 3 0.1
Apply for NOC 5 0.1
NOC from Finish the day 2 0.4
sewerage Visit-2: NCI 2 0.1
division Collect NOC (after 3 0.1
7 days) ]
Finish the day 2 0.1
2 0.1
3 Visit-2 CDA 5 0.1
2 0.1
2 0.1
5 0.1
Account Section 2 0.1
4 Clearance 2 0.1
) 0.1
2 0.3
Visit 5 CDA 2 0.1
Presentation at DVC meeting 5 01
by architect '
Finish the day 2 0.3
) Visit 6 to CDA 2 0.1
> | DVCmeeting Enquire about minutes of
DVC meeting 2 01
Receive letter of Approval in 0.7
principle
Finish the day 0.2
Invite bids 0.1
6 | Design vetted structure Recelvg bids 0.5
Allot bid 9.9
Receive report 21.2
16.9
7 Building Inspector 0.1
0.2
8 | Building Inspector’s visit 0.1
9 | Report Submission by Field-Officer 0.0
Travel to CDA 0.0
10 | Visit-6 CDA Collect approval certificate 0.1
Finish the day 0.1
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Calculation of Cost of the Sludge

1. Calculations of Foregone Rental Income

To calculate the foregone rental value, we utilized the information about rents of commercial buildings listed at
zameen.com, specifically properties available at the Centaurus Islamabad, and average out the rental value per
square foot for Islamabad. Furthermore, we assume that the high-rise building under consideration has been
developed on a plot of 53 Kanals with 700,000 square feet constructed area. The table below shows the foregone
rental value based on average rent Rs. 792 per square foot during 2021. The rental values for 2019 and 2020 are
calculated by assuming a 10% annual increase in the rents, which is a standard practice in the real estate market.

The total cost of the project under consideration is Rs. 59.59 billion.

Foregone Rental Value (Rs. Billion)

2019 5.15
2020 5.85
2021 6.65

2. Calculations of Foregone Income Due to Investment in the Piece of Land

The amount involved in the purchase of land is again calculated based on the average price of commercial plots
available for sale in the vicinity of Blue Area Islamabad, at zameen.com. Since the plot size we assumed is 53
Kanals the average sale price of commercial plots is around Rs. 200,000 per square foot. Therefore, the investment
required to purchase this hypothetical plot is about Rs. 57.41 billion at present ( feburary,2022). To compute the
value of the same piece of land in 2013, we utilize the annualized average increase in the price of commercial plot
from 2013 to 2021. The information was again gathered from zameen.com. Our estimates show that the price of
the plot was around Rs. 25.74 billion in 2013. Based on the land price in 2013, the table below contains the oppor-

tunity cost of the investment in the piece of land.
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Foregone Income Due to Purchase of Land (Rs. Billion)

2013 2.57
2014 2.57
2015 2.54
2016 2.92
2017 3.25

3. Calculations of Personal Time Cost

The opportunity cost of personal time involved in getting a construction permit from CDA for a high-rise has been
captured by assuming the minimum average salary of a developer, which is around Rs. 550,000 per month during
2021. The cost of personal time from 2013 to 2020 was then calculated regressively by deflating the cost of

personal time of 2021 by a factor of 10%. The table below contains the annualized cost of personal time attributed

to delays.

Personal Time Cost (Rs. Million)

2013 2.84
2014 3.15
2015 3.50
2016 3.89
2017 4.33
2018 4.18
2019 5.36
2020 5.94
2021 6.60

7

| ‘
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4. Calculation of Running Cost

The opportunity cost of personal time involved in getting a construction permit from CDA for a high-rise has been
captured by assuming the minimum average salary of a developer, which is around Rs. 550,000 per month during
2021. The personal time cost from 2013 to 2020 was then calculated regressively by deflating the personal time

cost of 2021 with a factor of 10%. The table below contains annualized personal time cost of delays.

Running Cost (Rs. Million)

2013 16.60
2014 16.77
2015 16.94
2016 17.11
2017 17.29
2018 17.46
2019 17.64
2020 17.82
2021 18.00

28



1.2

OBTAINING PERMISSION FOR
RESIDENTIAL CONSTRUCTION
FROM THE CAPITAL DEVELOPMENT
AUTHORITY, ISLAMABAD



Obtaining Residential Construction Permit

As per the Islamabad Capital Territory Building Control Regulations (2020), a building or a structure

cannot be constructed without prior permission from the Capital Development Authority (CDA).

OBTAINING PERMISSION FOR RESIDENTIAL CONSTRUCTION
FROM THE CAPITAL DEVELOPMENT AUTHORITY, ISLAMABAD.

Wait for
Inspection
Report

Develop
Building
Plan

Wait for
Inspection

Apply for
permission
in CDA

NOC from
Sewerage
Division, CDA

Get Approval
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The cost of sludge involved

in the permission can be

up to 5.0 % of the project
construction cost.

The process of obtaining The process involves a
permission for residential high stress level (4/5).
construction  consumes

around 9 months.

Based on the suggested

recommendations  the

cost of sludge can be
reduced by 38%.

The sludge involved in

obtaining permission for a

residential ~ construction

costs the economy around
0.63 % of GDP.
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CHART-1.2 (A): OBTAINING PERMISSION FOR RESIDENTIAL
CONSTRUCTION FROM CDA, ISLAMABAD.

Time
Consumed

Gather Information

- Rs. 1,505 -

Building Plan

- Rs. 153,976 -

Soundness and stability certificate
Rs. 6,152

NOC from Sewerage division
Rs. 4,500

Other documents

- Rs. 15,413 -

Submit Application in CDA
Rs. 1,707

Clearance at Account Section

- Rs. 2,000 -

Building Inspector Visit / Report submission
Rs. 1,202

Collect Certificate
Rs. 1,556
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SOURCES OF THE SLUDGE

The main sources of sludge in obtaining a residential construction permit are (i) seeking clearance
from the Account Section of CDA and (ii) waiting for site inspection and submission of the inspection

report by the CDA inspector. Both steps take more than 4 months. Moreover, to get permission the

applicant must visit CDA, on average, 7 times.

TIME CONSUMED (MONTHS)

_
i L °8

— o e Rs. 185.510

2.00 6.00 1.00 ,

Overhead Time Agency Time brocess Time J Processing Cost
Opportunity Cost

Income that may be earned if the time consumed in this activity is put to an alternate use. It is measured by
multiplying total processing time with the hourly per capita Gross National Income.

Agency Time

The time consumed by the department/agency concerned in processing an activity.

Overhead Time
Part of the day lost due to being involved in this activity for a fraction of the day.
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COST OF THE SLUDGE

The delay in obtaining construction permit for a stand-alone house causes actual cost to exceed the

estimated cost by 5.00% of the construction cost. The average increase in construction material

prices over the last 9 months (the delay period) is given in the table along with its impact on the proj-

Weight % Change Impact on the
Cost Component (% Project Cost) (Over the last 9 Construction Cost
CRLRIES months) (% of Project Value)

ect cost.

Brick and Sand 14.58 0.86 0.12
Cement, Kassu and Rebar 13.57 12.92 1.75
Labor 15.55 5.33 0.82
Wiring and Plumbing 4.89 17.14 0.83
Grills, Gate, and Doors 3.4 20.25 0.68
Others 0.63 0 0

Finishing Cost 47.33 1.63 0.77

COST OF THE SLUDGE IN TERMS OF GDP

To assess the impact of the cost of regulation on the economy, we translate the cost of sludge in
obtaining residential permission (5.0% of construction cost) in terms of GDP. The task is performed
based on the following information: (i) average Per Square Foot (PSF) cost of sludge, (ii) average PSF
cost of the project including land value, (iii) residential projects approved by the CDA, (iv) urban

population of top 50 cities of Pakistan.

The table below contains the calculations that have been used to measure the cost of sludge at the

macro-level.

Rs. 4.35
billion

Total residential Cost of sludge in '\ Percapita cost of
approval by CDA ,' ‘\ Islamabad / *_ sludge in Islamabad ,'

‘\ PSF Cost of sludge ,' \

—————

billion :
\ !
\ Cost of sludge in ' \ Cost of sludge (% ‘
A top 50 cities ’ . GDP) L/

—————
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CUTTING THE SLUDGE

1- ELIMINATING UNNECESSARY STEPS

The time and money spent on information gathering can be eliminated (for the

literate people] if all the required information is posted on the website in a
user-friendly manner - the time spent in making a trip to the CDA office, waiting for
the concerned official, and interacting with the official will be saved - a much lesser

time and cost will be spent in gathering the information from the CDA's website, if

Save

Time and Money available.

NOC from the sewerage division, located in a separate building, has to be

obtained. This can be dealt with within the CDA. The applicant need not be

required to make an application and pursue this.

2- DIGITIZATION

Submission of Application and Documents to CDA

03
Online Sharing

Construction permit
when granted has to be
collected by the applicant
from the CDA. This can
be shared electronically
with the applicant.

01
Online Submission
The option of submitting the
application and uploading
the documents should be
available.

o
04

No CNIC Copy Requirement

An attested copy of CNIC

should not be required -
mention of CNIC number in the
at the bank. The option application form should be
of paying online should enough. The CDA should have
be available. the facility to verify directly from
the NADRA database.

o
02
Online Payment

The fee payable against
the construction permit
has to be paid physically

Obtaining NOC
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Cutting the Sludge: Reduction in Time Consumed and Cost Based
on the Recommendations

38.66%

38.15% 34.92%

Reduction in
Time Consumed

Reduction in
Agency Time

Reduction in
Processing Time

Reduction in the
Cost of Sludge

Reduction in
Overhead Time

7.86%

65.00%

_
n _ CobrLegend

Table-1.2 (A): Steps and Time Consumed in Obtaining Residential Construction Permit CDA

Time (Minutes) Overhead
Transac Time Agency
No Steps Description Travel |Waiting |4 Total Time
9 |tion/Pro (Minutes)
cess
45 45
Gather Information 30 30 30 60 480
(1 day)

45 45
Copy of Allotment Letter 45 10 5 60
Visit-Architect 45 45
Brainstorm 30 360 390
Finish the day 45 45
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Visit-2-Architect for

(30 days)

45 45
plan___ 14400
Building P! Hire-Architect 180 180 (30 days)
uniding "an Teinish the day 45 45 v
(6 Copies)
Design by Architect 14400 14400
Visit-3 45 45
Collect building 20 30 50
plan
Finish the day 45 45
45 5 10 60 240
120 45 5 170 (1/2 day)
Collect stamp 10 20 10 40
paper
Indemnity Print affidavit 10 10 20
Bond Witnesses 90 15 450 car
Prepare Documents e
Notarize affidavit 10 10 20 1680
Forms signed | Visit CDA 45 45 (3.5 days)
b hitect,
y a.rc tec Fill the form 30 30
engineer, and
owner Finish the day 45 45
45 45
60 15 75 5 156:(’ |
45 45 = days
Soundness Visit Engineer 45 45 1440
and Stability | Get certificate 30 240 270 (3 days)
Certificate Finish the day 45 45
45 45
60 240 300
45 45
45 45 4800 3360
10 days 7 days
2 60 o ( ys) (7 days)
45 45
45 45
Visit-2 CDA 30 90 120 640
(1.3 days)
45 45
Visit-3 CDA 45 45
Pursue Application 30 60 90
Account Section Finish the day 45 45 14400 12000
Clearance Visit-4 CDA 45 45 (30 days) (25 days)
NOC from EM1DTE 30 30
Finish the day 45 45
Visit-5 CDA 45 45
Building Inspector [Pursue the Application so that it may = o 4800 1440
forwarded to building inspector (10 days) (3 days)
Finish the day 45 45
Building Inspector’s visit 60 60 (3133)95)
feci faldo 28800 3360
Report Submission by Field-Officer (60 days) (7 days)
45 45
14400 7200
Visit-6 CDA 30 45 75

(15 days)
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Table-1.2 (B): Monetary and Opportunity Cost in Obtaining Residential Construction Permit CDA

Cost .
A Opportunit
No | Steps Description PP y
Travel Fee Total Cost
500 500 151.1
1 | Gather Information 0 202.0
500 500 151.5
Copy of Allotment Letter 500 500 202.0
Visit-Architect 500 500 151.5
Brainstorm 0 1313.0
Finish the day 0 151.5
Visit-2-Architect for 500 500 1515
plan
Building Plan Hire-Architect 10800 100000 606.0
(6 Copies)  [Finish the day 500 500 151.5
Design by Architect 0 48480
Visit-3 500 500 151.5
Collect buildin
plan 9 0 168.3
Finish the day 500 500 151.5
2 Prepare Documents Sy D 200 2020
0 5723
Golllset iy 500 150 650 134.7
paper
Indemnity Print affidavit 100 100 67.3
Wit
Bond i nesses o T o
attestation
Notarize affidavit 200 200 67.3
Forms signed | Visit 2: CDA 500 500 151.5
b hitect, .
y a‘rc tec Fill the form 0 101.0
engineer, and
owner Finish the day 500 500 151.5
500 500 151.5
8500 8500 0.0
500 500 151.5
Soundness Visit Engineer 500 500 151.5
and Stability | Get certificate 5000 5000 0.0
Certificate Finish the day 500 500 0.0
500 500 0.0
0 0.0
500 500 0.0
500 500 0.0
0 0.0
500 500 0.0
500 500 1515
3 Visit-3 CDA 0 404.0
500 500 151.5
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Visit-4 CDA 500 500 0.0
Pursue Application 0 0.0
Account Section Finish the day 500 500 0.0
4 Clearance Visit-5 CDA 500 500 0.0
NOC from EM1DTE 0 0.0
Finish the day 500 500 0.0
Visit-6 CDA 500 500 0.0
5 | Building Inspector |Pursue the Application so that it may 0 0.0
forwarded to building inspector
Finish the day 500 500 0.0
Building Inspector’s visit 0 202.0
Report Submission by Field-Officer 0 0.0
500 500 151.5
8 Visit-7 CDA 0 252.5
500 500 151.5
Total Cost 185,510
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Table-1.2 (C): Stress Level in Obtaining Residential Construction Permit from CDA

No Steps Description Stress Level Stress %

2 1.2

1 | Gather Information 4 33
2 1.2

Copy of Allotment Letter 2 1.7

Visit-Architect 2 1.2
Brainstorm 5 6.8

Finish the day 2 1.2

Visit-2-Architect for plan 2 1.2
Hire-Architect 5 4

o Finish the day 2 1.2

Bu(gogggii?n Design by Architect 1 0.0

Visit-3 2 1.2

Collect building plan 5 34

Finish the day 2 1.2

1 0.8

4 9.4

Indemnity Collect stamp paper 2 1.1

Tt Print affidavit 4 1.1

Witnesses attestation 5 0.0

2 Notarize affidavit 5 1.4
Forms signed | Visit CDA 2 1.2

Prepare Documents by architect, Fill the form 5 2.1

engineer, and

owner Finish the day 2 1.2

2 1.2

4 0.0

2 1.2

Soundness Visit Engineer 2 1.2

and Stability | Get certificate 5 0.0

Certificate Finish the day 2 0.0

2 0.0

5 0.0

2 0.0

2 0.0

4 0.0

1 0.0

2 1.2

3 Visit-2 CDA 5 8.3
2 12

Visit-3 CDA 2 0.0

Pursue Application 5 0.0

Account Section Finish the day 2 0.0

4 Clearance Visit-4 CDA 2 0.0
NOC from EM1DTE to One Window 5 0.0

Finish the day 2 0.0




Visit-5 CDA

Pursue the Application so that it may forwarded to

Obtaining Residential Construction Permit

5 Building Inspector building inspector
Finish the day
6 Building Inspector’s visit
7 Report Submission by Field Officer
Travel to CDA
8 Visit-6 CDA Collect approval certificate
Finish the day
Table-1.2 (D): Steps Involved in Processing Residential Construction Permit from CDA
(as per official claim)

No Step Time (Days)
1 Submitting file at one window along with the pay order for the fee payable. 1
2 Pay order moved to estate management 3
3 Assistant director forwards the file to concerned deputy director 3
4 Concerned deputy director forwards the file to steno/typewriter 3
5 Steno typist writes the approval letter 1
6 Steno sends the letter to deputy director 1
7 Deputy director sends the letter to assistant director 3

Assistant director after making the file and approval sends one copy of file each to
8 revenue, estate, and office 1
9 One file from BCS is forwarded to one window along with approved letter and drawings 1




1.3

OBTAINING PERMISSION FOR A
PROJECT FROM THE ENVIRONMENT
PROTECTION AGENCY (EPA),
ISLAMABAD



As per the clause 12 of the Pakistan Environmental Protection Act (1997), no applicant of a project
shall commence construction or operation unless he has filed with the Federal Agency an initial

environmental examination whether the project is likely to cause an adverse environmental effect,

an environmental impact assessment, and has obtained approval for the construction from the

EPA.

THE PROCESS OF OBTAINING CONSTRUCTION PERMISSION
FROM EPA

Develop
Building Plan

Proclamation
and Public

Environmental
Impact
Analysis

and
Documents

Hearing

Application Review b
Apply for NOC Review after eview by

Inspection EPA

Application
Scrutiny

Wait for Get
Inspection Approved

Getting NOC for Construction from the EPA———




GETTING NOC FOR CONSTRUCTION FROM THE (EPA)

The process of obtaining permis- The process involves a
sion for a medum-scale project moderate stress level
consumes around 1 year. (2.3/5).

9

The process of obtaining The cost of sludge

permission for a mega involved in the permission

project consumes around can be up to 62.10% of the
22 months. project value.

The sludge involved in obtaining
permission for a residential

construction costs the economy
around 12 % of GDP.

Getting NOC for Construction from the EPA=™
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CHART-1.3 (A): APPROVAL FOR MEGA-PROJECTS FROM
ENVIRONMENTAL PROTECTION AGENCY

Consumed

Gather Information
~1,000

Prepare Documents

- ~144,000 -

Submit and follow up on Application
Schedule and wait for Site Visit

Application sent for Review

| |

Recieve and Address Reservations

Prepare FIA Report

H -~ N

Organise and Attend Public Hearing

o~ W

NOC Recieved

~4,000
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CHART-1.3 (B) : APPROVAL FOR A MEDIUM SIZE PROJECT FROM
THE ENVIRONMENTAL PROTECTION AGENCY

Consumed

Gather Information
~1,000

Prepare Documents

- ~144,000 -

Submit and follow up on Application

Schedule and wait for Site Visit 4/5

NOC Recieved

~4,000 2/5 2.3/5
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SOURCES OF THE SLUDGE

The sludge in seeking permission for a high-rise construction from EPA comes from the
following sources:

______________________________________________

E' Scrutiny of application at the EPA: 90 days
é Follow up of application: 180 days
é Wait for site visit by EPA 60 days
é stp!;iaetri‘%r;df:rrswarded for review 90 days
E Environment impact analysis 60 days
é Review (concerns of general public) 60 days
é Issuance of NOC 30 days

------------------------------------------------

The primary source of sludge comes from the human resource capacity of the EPA - EPA has a total
staff of 16, which includes only 05 inspectors who must inspect the property/site. On average the EPA
receives 12 cases per month for issuance of NOC. The EPA having a total staff strength of 16 does not
have the capacity to process these cases quickly. The shortage of staff causes most of the delays. The
rather small budget which is allocated to EPA and the administrative status of the EPA (under which
ministry it falls) could be one of the reason for the capacity constraints of the EPA and the consequent
delays. Secondly, huge financial stakes are involved in the mega projects. Anecdotal evidence sug-
gests that the desire to seek rents could induce bureaucratic delays which tend to get relaxed as rents

are offered by the applicants.
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The EPA seeks opinion of several concerned agencies and environmental experts including the aca-
demia. The EPA does not pay any remuneration to these experts and ask them to offer their opinion
pro-bono. Given this situation, the experts often take a very long time in responding to the request of
the EPA, for expert opinion, and that too after considerable persuasion. EPA’s small budget is at the

root of this situation.

Total Time 21.8 months
Agency Time wn 13.4 months
[ -
o
L
- m
Overhead Time o 7.9 months
x
a
<
Processing Time (<)
L
=
Monetary Cost Rs. 156,510
Total Time n 12.87 months
'—
o
w
. L]
Agency Time o 6.46 months
('3
a
(]
Overhead Time :(' 3.13 months
o
7]
. . z
Processing Time -
o
w
Monetary Cost = Rs. 149,010

Agency Time
The time consumed by the department/agency concerned in processing an activity.

Overhead Time
Part of the day lost due to being involved in this activity.




COST OF THE SLUDGE

Getting NOC for Construction from the EPA=™

To measure the indirect cost of the sludge, we consider the following aspects:

Foregone income
due to investment

in the land for the time

1t remains idle,
waiting approval
Project cost overruns
due to delays

| 2

Foregone rental
income due to delayed
completion

Running costs

v,

Cost of personal time

These aspects of cost overruns that we have captured seek to indicate the

pervasiveness of the sludge burden.

~~~~~~~

i Headings

Project Construction Cost Overrun

Foregone Rental Value

Foregone Income due to Investment in the Plot
Personal Time Cost

Project Running Cost

Total

% Of Project

Value

35.26

14. 41

.09

0. 34

62 .10
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01 Project Cost Overruns Due to Delaysj

The delay in obtaining permission for a project from environmental protection agency
causes overruns in the estimated project cost.

Project Cost

\ 4

Taxes & Labor Cost

12%

Material Cost
70%

Overhead
18%

Electrical,
Mechanical

Finishing
Works

Grey Structure |

& Plumbing

Excavation Filings Concrete Steel Plaster
Cement Sand Crush




A component-wise analysis of the project cost from 2015 to 2020 indicates that the project
cost overruns by 12% of the total project value due to delay of more than 2 years

Getting NOC for Construction from the EPA=™

in obtaining permissions.

Increase in Project Cost Due to Increase in Prices

Impact on the

Weight % Change Project Cost
Cost Component (% Project Cost) (2015-2017) (% of Project
value)
Excavation 1.26 14.28 0.84
Filing 1.89 20.27 1.42
Steel 11.03 20.64 16.54
Plaster 3.15 50.67 3.15
Cement 1.98 2.26 1.99
Sand 3.97 14.75 5.95
Crush 8.22 3.20 3.29
Finishing Works 21.00 11.42 7.88
Electrical, Mechanical, and Plumbing 17.50 11.69 3.50
Skilled Labor 6.24 15.36 1.56
Unskilled Labore 4.08 25.00 1.53
Project Management 1.68 13.63 0.42
Taxes, Profit and Overhead 18.00 0.00 0.00
Estimated Project Cost 100.00
Realized project Cost Due to Delays in Getting Permission 112.00
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02 Foregone Rental Income)

©® To calculate the foregone
rental income, we utilized
the information about rents
of commercial buildings
listed at zameen.com,

One of the costs borne by

the investor due to Our estimates suggest that
construction permit delays the cost of sludge in the
comes in the form of form of foregone rental
foregone rental income. ® (6) income accounts for around

35.26% of the project value.

03 Foregone Income Due to Investment in a Piece of Land J

To capture this aspect, we
measured the opportunity ®
cost of investment in the land
based on the return on
risk-free investment.

® ®
The delay in getting con- The cost thus measured
struction permit keeps accounts for 14.41% of the
land purchased for the con- project value.

struction unutilized.
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04 Cost of Personal Time)

° The cost thus measured
accounts around 0.07% of
the project value.

See page 65 for details

The opportunity cost of
personal time involved in
getting a construction permit
from EPA has been captured
by assuming the minimum
average salary of a developer.

®

05 Running Cost )

To capture this overhead @®
cost, we assume an office
dedicated to project super-
vision with 10 staff mem-
bers is essential.

As the project under consider-
ation is a megaproject, there-

fore, an office is needed for The cost thus measured
smooth implementation of the accounts for 0.34% of the
project. O) ® project value.




COST OF THE SLUDGE IN TERMS OF GDP

To assess the impact of the cost of regulation on the economy, we translate the cost of sludge in
obtaining permission from EPA (62.1% of project value) in terms of GDP. The task is performed based
on the following information: (i) average cost of sludge, (ii) average cost of the projects that have been
approved, (iii) number of projects approved by EPA, (iv) urban population of top 10 cities of Pakistan.
The average cost of projects has been worked out by exploring the information about the projects
that have been approved by the authority during last year. The average cost of the project is around

Rs. 6 billion.

Rs. 3.7 Rs. 82.5
billion billion

‘ .
v The average cost of / Total project \ Cost of sludge in / \\ IPZF capltalcost t;)fd !
‘. sludgeinaproject ,’ ‘\ approved by EPA ,' ‘\ Islamabad ’ . Sludgein Islamaba .
\
S ~ - ~ 7 d ~ - - _ _ 7’
Rs. 3,342.9
billion ‘
\ I \ 1
\ Cost of sludge in / \ Cost of sludge (% ’
N top 10 cities ! i GDP) !
S 7’ S 7’
~ ’ ~ s

~ -
________

CUTTING THE SLUDGE

01 02

Cutting sludge requires that the EPA should Replacing building-wise permission with
be adequately staffed and financed. area-wise regulations will cut the sludge
Once these primary issues are sorted out enormously.

other bureaucratic constraints will have to be

addressed.

Getting NOC for Construction from the EPA=™




Table-1.3 (A) : Approval for Mega-projects from Environmental Protection Agency

Getting NOC for Construction from the EPA=™

Times Minutes)
St . 0
No eps LGOI Travel | Waiting | Transaction | Total LG ALTCR [ s
Visit Environmental 45 45
1 Gather Protection Agency 240
Information Gather information 30 30 60 (1/2 day)
Finish the day 45 45
Visit Architect 45 45
Receive
building 30 30 60
design
Project Visit
Design Photocopier 45 45 480
Copies 10 Copies of (1 day)
Project Design 10 30 40
Prepare soft
copy 45 5 60 110
Finish the day 45 45
CNIC Copy 5 10 15
Visit CDA 45 45
Apply for PIR 30 30 60
2 Prepare Finish the day 45 45
Documents Property Visit -2 CDA 45 45
Informatio | Inquire about 1440 3360
n Report application 30 15 45 (3days) | (7 days)
(PIR) Finish the day 45 45
Visit -3 CDA 45 45
Get PIR 30 15 45
Finish the Day 45 45
EPA .
N Fill schedule 4
,I’:\é)rr;Llcatlon perfoma 60 60
Visit Bank 45 45 240
Fill form for (1/2 day)
Fee o the Pay-order 60 15 75
submission
Get Pay -order 20 20 40
Finish the day 45 45
Application Visi -2 EPA 4> 45 480
3 Submission S.uk.)mlt application 30 30 60 (1 day)
Finish the day 45 45
feati ; 43200
4 | Application Scrutiny (90 days)
Visit -3 EPA 45 45
; Application Ianbwrfc aAF;ZI.I:.atIOF status 30 30 60 86400
} ubmi itiona
Follow -up Documents 30 30 60 | (180 days)
Finish the Day 45 45
6 | Wait for Site Visit 0 (62(? 32)95)
. - 480
7 | Site Visit 90 60 120 270 (1 day)
8 Report submission by Inspector (7332)95)
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Application Forward for Review (Academia, 43200
9 | CDA Planning, MoPD&SI, Review (90 days)
Committee, Environmental Experts)
Recei Visit -4 EPA 45 45
10 eceive Receive Comments 30 60 90 480
Comments — (1 day)
Finish the Day 45 45
Visit Architect 45 45
Address concerns 60 3360 3420
11 Address Finish the day 45 45 960
Objections Visit Architect 45 45 (2 days)
Get Revised Plan 5 15 20
Finish the day 45 45
Documents Visit -5 E PA 45 45
12 . Submit revised documents 30 30 60 480
Submission - (1 day)
Finish the Day 45 45
13 Environmental Impact Analysis (EIA) 28800
Report (60 days)
Visit Newspaper Office 45 45 1600
14 | Proclamation | Ask for Proclama tion 45 45 (45 days)
Finish the Day 5 20 25
Publi Visit -6 EPA 45 45 480
ublic - -
15 Hearing P}Jl?hC Hearing 60 240 300 (1 day)
Finish the Day 45 45
; 28800
16 | Review by EPA 0 (60 days)
Recei Visit -7 EPA 45 45 480 14400
eceive -
17 NOC Receive NOC 30 30 60 (1 day) (30 days)
Finish the Day 45 45
Total Time (Days) 13 238 404
Aggregate Time (Months) 21.8
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Table-1.3 (B) : Monetary Cost Involved in Getting Approval for Mega-projects from
Environmental Protection Agency

Cost
No Step Description
Travel Fee Total
Visit Environmental Protection Agency 500 500
Gather . .
1 | . Gather information
nformation
Finish the day 500 500
Visit Architect 500 500
Receive building design
Project Design Visit Photocopier 500 5000 5500
Copies 10 Copies of Project
Design 500 500
Prepare soft copy 2000 2000
Finish the day 500 500
CNIC Copy 10 10
Visit CDA 500 500
Apply for PIR 1000 1000
Finish the day 500 500
Documents Information Inquire about application
Report (PIR) Finish the day 500 500
Visit -3 CDA 500 500
Get PIR
Finish the Day 500 500
EPA
Application Fill schedule 4 perfoma
Form
Visit Bank 500 500
o Fill form for the Pay-order 130000 130000
Fee submission
Get Pay-order
Finish the day 500 500
Visi -2 EPA 500 500
Application . L
3 Submission Submit application
Finish the d ay 500 500
4 | Application Scrutiny
Visit -3 EPA 500 500
s Application Inquire application status
Follow -up Submit Additional Documents
Finish the Day 500 500
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6 | Wait for Site Visit
7 Site Visit 1000 1000
8 | Report submission by Inspector
9 Application quward for Review (A;ademia, CDA Planning,
MoPD&SI, Review Committee, Environmental Experts)
' Visit -4 EPA 500 500
10 Eicnflr;ee nts Receive Comments
Finish the Day 500 500
Visit Architect 500 500
Address concerns
. Address Finish the day 500
Objections Visit Architect 500 500
Get Revised Plan
Finish the day 500 500
Visit -5 EPA 500 500
12 ?ocur'ne'nt Submit revised documents
ubmission
Finish the Day 500 500
13 | Environmental Impact Analysis (EIA) Report
Visit Newspaper Office 500 500
14 | Proclamation Ask for Proclamation 2000 2000
Finish the Day 500 500
Visit -6 EPA 500 500
15 | Public Hearing Public Hearing
Finish the Day 500 500
16 | Review by EPA
Visit -7 EPA 500 500
17 | Receive NOC Receive NOC
Finish the Day 500 500
Total Cost 156,510
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The distribution of stress across steps has
been calculated by multiplying the total (2
process time (including travel, wait, and
transaction time) of each step with the
stress level. The Stress % column in the table
contains a percentage representation of stress
distribution

Moderate Stress
Severe Stress

Low Stress
High Stress

Table 1.3 (C) : Stress Involved in Obtaining Permission
for Mega-projects from Environmental Protection Agency

No Step Description Stress Level Stress %
Visit Environmental Protection Agency 0.42
1 Gather Gather inf d
Information ather information 0.84
Finish the day 0.42
Visit Architect 042
Receive building design 0.84
Project Design Visit Ph.otocopie.r 0.42
Copies 10 Copies of Project 0.37
Design
Prepare soft copy
Finish the day
CNIC Copy
Visit CDA
Apply for PIR
Finish the day
Documents Information Inquire about application
Report (PIR) Finish the day
Visit -3 CDA
Get PIR
Finish the Day
EPA
Application Fill schedule 4 perfoma
Form
Visit Bank
o Fill form for the Pay-order
Fee submission
Get Pay-order




Finish the day
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IWNWWNWNWNN

w

o Visi -2 EPA
3 ?55:5?::22 Submit application
Finish the d ay
4 | Application Scrutiny
Visit -3 EPA
Application Inquire application status
> | Follow -up Submit Additional Documents
Finish the Day
6 | Wait for Site Visit
7 | Site Visit
8 | Report submission by Inspector
9 Application quward for Review (A_cademia, CDA Planning,
MoPD&SI, Review Committee, Environmental Experts)
_ Visit -4 EPA
10 (Riicnflr\rints Receive Comments
Finish the Day
Visit Architect
Address concerns
. Address Finish the day
Objections Visit Architect
Get Revised Plan
Finish the day
Visit -5 EPA
12 S[’)ocurpe_nts Submit revised documents
ubmission
Finish the Day
13 | Environmental Impact Analysis (EIA) Report
Visit Newspaper Office
14 | Proclamation Ask for Proclamation
Finish the Day
Visit -6 EPA
15 | Public Hearing Public Hearing
Finish the Day
16 | Review by EPA
Visit -7 EPA
17 | Receive NOC Receive NOC
Finish the Day
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Table-1.3 (D) : Time Consumed-Official Claim vs. Assessment from Respondents

Time
No Steps
As per Official Claim Assessed
1 | Receive Documents
2 | Scrutiny of the Documents 10 days 3 Months
3 | Ask applicant to submit missing Documents
6 Months
4 | Receive additional Documents
5 | Schedule Site Visit 2 Months
6 | Site Visit 1 Month
7 | Assessment report by inspector 1 Week
8 | Send the case for review
3 Months
9 | Receive comments
10 | Send comments to applicant 2 Months
120 days
11 | Receive revised case 1 Month
12 | Board meeting with stakeholders
1 Month
13 | Preparation of EIA report
14 | Wait for Proclamation
2 Months
15 | Organize Public Hearing
16 | Receive submissions from relevant stakeholders 2 Months
17 | Analyze the Submissions 1 Month
18 | Issue NOC
TOTAL 130 days More than 2 years
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Table-1.3 (E) : Time Consumed in Getting Approval for Medium Scale Projects from Environmental
Protection Agency

Times Minutes)
ipti head | A
22 Steps DS Travel | Waiting| Transaction Total Overhea gency
Visit Environmental e 45
1 Gather Protection Agency 240
Information | Gatherinformation 30 30 60 (1/2 day)
Finish the day 45 45
Visit
Architect 45 45
Receive
building 30 30 60
design
Project Visit
J_ Photocopier 45 45
Design 10 Coni 480
Copies OP'es (1 day)
of Project 10 30 40
Design
Prepare soft
copy 45 5 60 | 110
Finish the
day 45 45
CNIC Copy 5 10 15
Visit CDA 45 45
Apply for
Pﬁ;p g 30 30 60
Finish the
day 45 45
5 Prepare Visit-2 CDA 45 45
Documents Property :
Information Lanoqu;e 20 1440 3360
15 45
Report (PIR) application (3 days) | (7 days)
Finish the
Visit-3 CDA 45 45
Get PIR 30 15 45
Finish the
Day 45 45
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EPA Fill
Application | schedule 4 60 60
Form profoma
Visit Bank 45 45
Fill f o
ill form for 1/2 da
the Pay-order 60 15 75 ( )
Fee
submission
Get Pay-order 20 20 40
Finishtheday| 45 45
oD Visi -2 EPA 45 45
pplication . . 480
3 | submission | Submit application 30 30 60 (1 day)
Finish the day 45 45
4 | Application Scrutiny (9%35255)
Visit -3 EPA 45 45
. Application Inquire application status 30 30 60 86400
Follow- Submit Additional (180 days)
WP Documents 30 30 60 Y
Finish the Day 45 45
28800
6 | Wait for Site Visit (60 days)
g 480
7 | Site Visit 90 60 120 270 (1 day)
8 | Report submission by Inspector (733235)
Visit -7 EPA 45 45
. 480
9 | Receive NOC | Receive NOC 30 30 60 (1 day) (31043235)
Finish the Day 45 45
Total Time (Days) 4.1 188 194
Aggregate Time (Months) 12.87




Getting NOC for Construction from the EPA=™

Table-1.3 (F) : Monetary Cost Involved in Getting Approval for Medium Scale Projects
from Environmental Protection Agency

Cost
No Step Description
Travel Fee Total
Visit Environmental Protection Agency 500 500
1 Gather Gather inf i
Information ather information
Finish the day 500 500
Visit Architect 500 500
Receive building design
Project Design Visit Photocopier 500 5000 5500
Copies 10 Copies of Project
p Design 500 500
Prepare soft copy 2000 2000
Finish the day 500 500
CNIC Copy 10 10
Visit CDA 500 500
Apply for PIR 1000 1000
Finish the day 500 500
Prepare Visit-2 CDA 500 500
2 Documents Property. . .
Information Inquire about application
Report (PIR) Finish the day 500 500
Visit -3 CDA 500 500
Get PIR
Finish the Day 500 500
EPA Application
Form PP Fill schedule 4 profoma
Visit Bank 500 500
o Fill form for the Pay-order 130000 | 130000
Fee submission
Get Pay-order
Finish the day 500 500
Visi -2 EPA 500 500
Application . .
3 Submission Submit application
Finish the day 500 500
4 | Application Scrutiny
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Visit -3 EPA 500 500
Application Inquire application status

° Follow -up Submit Additional Documents

Finish the Day 500 500
6 | Wait for Site Visit
7 | Site Visit 1000 1000
8 | Report submission by Inspector 0

Visit -7 EPA 500 500
9 | Receive NOC Receive NOC

Finish the Day 500 500

Total Cost 149,010
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Table-1.3 (G) : Time Consumed-Official Claim vs. Assessment from Respondents

Time
No Steps
As per Official Claim Assessed
1 | Receive Documents
10 days

2 | Scrutiny of the Documents
3 | Ask applicant to submit missing Documents
4 | Receive additional Documents
5 | Schedule Site Visit 9 Months

45 days
6 | Site Visit
7 | Assessment report by inspector
8 | Ask applicant to incorporate suggestions
9 | Issue NOC
TOTAL 130 days More than 12 months




Calculation of Cost of the Sludge

Running Cost

Calculation of Foregone
Rental Income v

Cost of Personal Time

Foregone income due
to investment in the
piece of land

Calculation of Foregone Rental Income]

01

We assume that the average time for the construction of a mega project is around 5 years. Once the
construction is completed, we also assume that another 6 months are required for marketing and
finishing the deals. Therefore, after the lapse of 5.5 years, the owner of the mega project, lets say a
high-rise building, may receive the rental income from the project. Hence, a project launched in 2014,
will generate rental income in 2020. However, the prolonged delays in getting the construction permit
will hamper the realization of this rental income.

To calculate the foregone rental value, we utilized the information about rents of commercial buildings
listed at zameen.com, specifically the properties available for rent at the Centaurus Islamabad, and
average out the rental value per square feet for Islamabad. Furthermore, we assume that the high-rise
building under consideration has been developed on a plot of 53 Kanals with a constructed area of
700,000 square feet. The table below shows the foregone rental value based on average rent Rs. 792
per square foot during 2021. The rental values for 2020 are calculated by assuming a 10% annual
increase in the rents, which is a standard practice in the real estate market. The total cost of the project
under consideration is assumed to be Rs. 35.45 billion.

Getting NOC for Construction from the EPA=™
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Foregone Rental Value (Rs. Billion)

02

Foregone income due to investment in the piece of IancD

We assume a 10% rate of return on the amount if invested in a long-term saving plan instead of buying
the piece of land for the commercial building. The amount involved in the purchase of land is again cal-
culated based on the average price of commercial plots available for sale in the vicinity of Blue Area
Islamabad, at zameen.com. Since the plot size we assumed is 53 Kanals the average sale price of com-
mercial plots is around Rs. 200,000 per square foot. Therefore, the investment required to purchase
this hypothetical plot is around Rs. 57.41 billion at present (feburary, 2022). To compute the value of
the same piece of land in 2015, we utilize the annualized average price increase of commercial plots
from 2015to 2021. The information about the average increase in the price of commercial plot was
again gathered from zameen.com. Our estimates suggest that the price of the plot was around Rs.
25.48 billion in 2015. Based on the land price in 2015, the table below contains the opportunity cost
of the investment in the piece of land.

Foregone Income Due to Purchase of Land (Rs. Billion)

01 2.92
02 3.25
5.11




03 Cost of Personal Time)

The opportunity cost of personal time involved in getting a construction permit from EPA has been
captured by assuming the minimum average salary of a developer, which is around Rs. 550,000 per
month during 2021. The personal time cost from 2015 to 2020 was then calculated regressively by
deflating the personal time cost of 2021 by a factor of 10 %. The table below contains annualized per-
sonal time cost of delays.

Personal Time Cost (Rs. Million)

o« I -
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04 Running Cost )

We assume an office dedicated to project supervision with 10 staff members was
established. The average monthly salary of the office staff is Rs. 150,000 per month
during 2021. Total running cost for previous years is again computed by assuming a
10% annual increase in the salary bill.

Running Cost (Rs. Million)

oo I e
oo I s




1.4

BUYING AND SELLING A PLOT IN
A PRIVATE HOUSING SOCIETY



Buying and Selling a Plot in Private Housing Society

The private sector was encouraged to enter the housing market because CDA could not acquire land

and build sectors fast enough to cater to the housing demand in Islamabad (Hasan, et al., 2021).

Islamabad does not have a single development regime. It is divided into five zones under Islamabad
Capital Territory (Zoning) Regulation 1992. In zones 2 and 5, the private sector could purchase land and
develop housing societies subject to regulations. Therefore, these zones observed a mushroom growth

of private housing societies.

However, acquiring or transferring a plot in these housing societies is a process clogged with sludge. To
capture sludge in private housing societies, we focused on the Defence Housing Authority (DHA)

Valley and DHA Phase Il. We covered both type of transactions, which are:

Acquiring a plot through Transferring/ Buying
balloting & Selling a Plot from
a Private Owner




Buying and Selling a Plot in Private Housing Society

THE PROCESS OF ACQUIRING A PLOT IN DHA

Prepare Submit Balloting
Application Application
@/
Pay Receive
Instalments Allotment File

Receive Prolonged Wait Receive
Transfer Letter for Possession Possession

v

THE PROCESS OF TRANSFERRING A PLOT IN DHA

Receive
Transfer Letter

’a‘ Visit Property

Dealer

Apply for
No Demand
Certificate

Apply for Transfer ‘

i

Wait for Application
Processing

Negotiate the
Deal




The process of acquiring
a plot in the DHA takes
around 18.5 years

The sludge involved in
in buying a plot in a
private housing society
costs the economy
around 2.75 % of GDP

The process of transfer-
ring a plot in the DHA
takes around 2 months

e®

The

Buying and Selling a Plot in Private Housing Society

The process involves a
moderate stress level

cost of sludge
involved in acquiring a
plot can be upto 1990 %
of the plot value

(3.0/5).

4

Based on the suggested
recommendations the
cost of sludge can be
reduced by 98 % in the
case of acquiring a plot
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CHART-14 (A): ACQUIRING A PLOT IN THE DHA

Time
Consumed
(Days)
: - %

Prepare and Submit Application for the plot

W o W

Wait for Balloting

| | 0 | |
Receive Allotment File

10,150

Pay Instalments

3 Years 19,800

Receive Transfer Letter

H o W

Wait for possession

o P o M

Possess the Plot

80,000




Buying and Selling a Plot in Private Housing Society

CHART-14 (B) : TRANSFERRING A PLOT IN THE DHA

Time

Consumed
(Days)

&

Meet the buyer/seller through a real estate agent
3,500
Prepare document for plot transfer
46,050
Submit application

10,000

Scrutiny of application

0

Receive Transfer Letter

3,000
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SOURCES OF THE SLUDGE

The biggest source of sludge in the allotment of the plots is the fact that at the time of seeking applica-
tions for allotment of plots, the DHA has typically not acquired the land which is to be developed and
plotted. Perhaps the objective is to use the finance raised through applications for allotment of plots
for purchase of the land. While the allottee has to pay the installments typically in 03 years, the posses-
sion of the plot is given in 15 years. Thus the money paid by the allottee remains with the DHA for
12-15 years, which is either used for undertaking development work in the sector, where the plot has
been allotted or is used for investing elsewhere by the DHA or merely earns interest income for the
DHA.

The non-use of online sources for submission of application for the allotment of plot, a deposit of fees
digitally in the bank, and several documents to the DHA also contributes extensively to the sludge in

terms of time as well as cost.

ACQUIRING A PLOT IN THE DEFENCE HOUSING AUTHORITY SCHEME

o ) a2

Time Consumed J Monetary Cost
Total Time 18.5 years f' d 3/5 (Moderate Rs. 125,753
Agency Time 18.30 years Stress Level)

Overhead Time 1month

5 Process Time 10 days ‘
L] L]
L] L]

L] S— L]

TRANSFERRING A PLOT IN THE DEFENCE HOUSING AUTHORITY SCHEME

o ) a2

Time Consumed Monetary Cost
Total Time 2months = © 3/5 (Moderate J Rs. 116,883
Agency Time 11 months Stress Level)

Overhead Time 15days

1 Process Time 8 days ‘
L] L]
L] L]

L] S— L]

Agency Time

The time consumed by the department/agency concerned in processing an activity.

Overhead Time
Part of the day lost due to being involved in this activity.
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COST OF THE SLUDGE

Some aspects of the cost of sludge borne are captured by considering the following dimensions of the

transaction.

1. Foregone Income due to Investment in the Plot

To measure the cost incurred due to prolonged delays involved in possessing a plot at the DHA, we
assumed alternate investment opportunities that the investor could have at the time of applying for
the scheme. We consider two alternate scenarios: i) the amount invested in the risk-free investment
with an annual rate of return of 10 %, or ii) the amount invested in purchasing gold instead of the plot.
Our estimates suggest! that if the amount had been invested in a risk-free investment scheme, the
expected return in 18.5 years would be around 317% of the investment made to purchase the plot.

However, in the case of gold, the ratio expected return goes to 397% of the plot value in 2004.

Head Cost of the sludge

Increase in the Construction Cost 150.00 %
Rental Cost 142 % of Plot Value
Foregone Income due to Investment in the Plot 23.30 % of Plot Value

Foregone Income Due to Investment in the Plot

Risk-free Investment (Scenario-I) 317 % of Plot Value

Investment in Gold (Scenario-ll) 397 % of Plot Value

1See page 93 for details
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2. Rental Cost

We assumed that the investment made in the purchase of a plot is basically for the construction of the
house. The person buying the plot expects to have possession of the plot after 3 years when the install-
ments plan expires. However, in practice, the possession is handed over after 18 years. Therefore, the
investor must pay rent for 15 years. The cost of rents paid due to 15 years delay in the possession work

out to 1142% of the plot value.

3. Hikes in the Construction Cost

Based on the mentioned assumption that the objective is to construct a house, another indirect cost
of the sludge comes in the form of an increase in the construction cost during 15 years of waiting for
possession. The component-wise data of construction cost from the Pakistan Bureau of Statistics

(PBS) indicates that construction cost increased by around 150% from 2007 to 2021.

COST OF THE SLUDGE IN TERMS OF GDP

To assess the impact of the cost of regulation on the economy, we translate the cost of sludge in
acquiring a plot (108 % of plot value) in terms of GDP. The task is performed based on the following
information: (i) average Per Square Foot (PSF) cost of sludge in acquiring a plot, (ii) average residential
square feet developed by a housing society, (iii) number of private housing societies in Islamabad, and
(iv) urban population in top 20 cities of Pakistan.

To calculate the average residential area the has been developed by a society in 1 year, we gathered
information about all housing societies situated in Islamabad. By taking into consideration the number
of residential plots along with size we were able to calculate annual residential area developed by an
authority. The critical assumption in this calculation is that the private housing society takes the same

time in development as the DHA.

0.67 mil.
saft. 18 928

\ , Residential area \ Number of housing 1 "\ Percapita cost of
. PSFCostofsludge , \ developed by a , \ societies in ’ \\ sludge in Islamabad ,,
\ d
AN e N soaety (annually) e . lslamabad , N X
~ 7’ \ 4 ~ < 7’ _
See oo~ i S - - S a-
Rs. 1,002
billion

1 1 1

\ I} \ 1

\ Cost of sludge in ’ \ Cost of sludge (% ‘

‘. top20cites  ,’ AN GDP) L
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CUTTING THE SLUDGE

The applicant must visit the DHA office for the following.

Application for
allotment of plot /

Application for allot-

ment of the file (after
the plot is allotted
through the balloting)
@ Application for No
= Demand Certiﬁcati/

%

Application for E, Do
transfer letter ‘l.:t
a D, Application for
% possession of the

plot

2We used market survey data for the components where PBS data is not available.

Out of the five requests mentioned above that the applicant has to make to the DHA, only the first one
is required on part of the applicant. The rest of the matters should not require a request on part of the

applicant; rather the DHA should do these on its own.

If the plot has been allotted and the applicant has fulfilled the requirements for issuance of the file,

then the DHA should issue this on its own without requiring the applicant to make a request.

If the applicant has paid all the money that is due to the DHA, then this record is available with DHA.
After the settlement of all dues by the applicant, the issuance of the transfer letter and possession
letter should be the responsibility of the DHA. The DHA should fulfill this responsibility automatically

rather than requiring the allottee to ask for ‘transfer letter’ and the ‘possession letter’.
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In the case of transferring a plot, the search cost for the plot can be reduced significantly if the sale
options are listed on an online listing service. One can easily trace the vacant spots and visit these even

without the support of a realtor.

Digitization and online transfer: The hassle that a person a buyer/seller goes through to transfer
his/her plot can be avoided if the will to execute the transfer/sale online is developed. The updated
record of dues payable by the owner of any plot is available with the CDA. The owner of the plot should
always know what is payable by him/her to the DHA. This information can be made available online to
the respective owners upon request, just as a bank informs an account holder about the status of

his/her bank account.

The transfer of plot can also be administered online - transfer of title is a mere book entry - inserting
the name of X’ (buyer) as owner replacing ‘Y’ (seller) - this can be done digitally after ensuring that
requisite formalities have been completed by the buyer and the seller. The provided information can
be verified from the NADRA record and the fee for such verification can be collected online from the
buyer along with the transfer fee. Transfer in this manner will eliminate the need for all kinds of paper-
work and the titles will be available with the DHA in digitized form with no need for the owner to essen-

tially retain a copy.

Recommendation: All housing/development authorities must own and possess the land before they

ask the public to apply for allotment of plots against certain land.

Cutting the Sludge: Reduction in Time Consumed and Cost Based
on the Recommendations

8 %

10 %

Reduction in
Agency Time

Reduction in
Overhead Time

Reduction in
Processing Time

Reduction in
Time Consumed

65.7 %

0.33 %
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( Color Legend

Full Elimination Possible .
Partial Elimination Possible .

Digitization Possible .
=

Table-1.4 (A): Time Consumed in Acquiring a Plot in DHA

Waiting ;Ii':)anr};a;g Total
cess
Project Announces Project advertises
o 45 45
?ppllcatlon 30 30 60
orm
30 10 40
45 45
10 10 20
45 45
30 10 40
45 45
45 45
30 10 40
45 45
Prepare Documents 30 60 90
45 45 1440

60 30 90 (3 days)
30 10 40
45 45
45 45
30 10 40
45 45
45 45
30 15 45
45 45
45 45
Submit Application 60 30 90
45 45

43,200

Ballotin Applicant d '
45 45
Request to 60 10 70
Open File

30 30
45 45




45 45
30 10 40
45 45
45 45
60 10 70
45 45
45 45
60 10 70
45 45
Verification by the DHA authorities 0
45 45
60 10 70
30 10 40
60 10 70
45 45
45 45
30 10 40
Pay Instalments 5 5 50
(12 quarterly equal
installments) 45 45
5 10 15
45 45
45 45
60 10 70
45 45
45 45
30 10 40
45 45
45 45
90 30 120
45 45
45 45
60 10 70
45 45
45 45
60 10 70
45 45
60 10 70
45 45
60 30 920
45 45
Prepare Documents 60 10 70
for Plot Transfer 45 45
45 45
60 15 75
45 45
60 15 75
60 10 70
45 45
Wait for Transfer Letter 0
. Visit-10 DHA office 45 45
Receive Transfer
Letter Receive transfer letter 60 10 70
Finish the day 45 45

Buying and Selling a Plot in Private Housing Society

480
(1 day)

1,440
(3 days)

518,400
(3 years)

3,360
(7 days)

7,200
(15 days)
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Wait for Possession

Prepare Documents
for Possession
Certificate

Possessthe Plot

Visit-12 DHA office

Possession handed over

Finish the day

2,592,000
(15 years)
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Table-1.4 (B): Monetary and Opportunity Cost in Acquiring a Plot in DHA

Cost
N Descripti Opportunity
escription
° Steps P Travel Fee Total Cost
1 | Project Announcement | Project advertises
o Visit net café 500 500 750
gﬁﬁ:'cat'on Fill application form 100 100 1,000
Take prints 50 50 667
. Visit photocopier 500 500 750
CNICs copies
Copy CNICs 50 50 333
) Visit photo studio 500 500 750
gis;&ort S1Z€ [ Get photographed 250 250 1,333
Finish the day 500 500 750
Visit National Bank 500 500 750
Pay fee challan 200 200 667
Finish the day 500 500 750
2 Prepare Documents Prepare other 200 200 1500
documents
Visit citizen
Domicile facilitation center >00 >00 750
copy Enter data 1,500
Obtain e-receipt 667
Finish the day 500 500 750
pevisit ctizen 500 500 750
acilitation center
Collect domicile 667
Finish the day 500 500 750
Processing and | Visit the bank 500 500 750
application Pay fee challan 6000 6000 750
form fee Finish the day 500 500 750
Visit-1 DHA office 500 500 750
3 Submit Application | Submit application 1,500
Finish the day 500 500 750
4 Balloting Applicant name drawn -
Visit-2 DHA office 500 500 750
Collect
Membership | membership form 150 150 1167
form Fill the form - 500
Finish the day 500 500 750
Visit the bank 500 500 750
s Request to Pay Fee Pay fee challan 5,000 5,000 667
Open File Finish the day 500 500 750
Visit photo studio 500 500 750
Passport size B
photo Get photographed 1,167
Finish the day 500 500 750
Visit-3 DHA office 500 500 750
Submit application - 1,167
Finish the day 500 500 750
6 | Verification by the DHA authorities - -
Visit-4 DHA office 500 500 750
Get photographed - 1,167
7 Allotment File Sign required forms - 667
Receive allotment letter - 1,167
Finish the day 500 500 750
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Visit the bank 500 500 750
Pay order Fill the form - 667
Pay Instalments Recel g 333
8 (12 quarterly equal CCOVE pay orTer _
. ) Visit post office 500 500 750
mstallments) D|Spatch pay -
order Dispatch the package 150 150 250
Finish the day 500 500 750
Visit-5 DHA office 500 500 750
Meet No Demand Certificate
(NDC) department 2,000 2,000 1,167
Finish the day 500 500 750
Visit the bank 500 500 750
NDC Fee Pay fee challan 2,000 2,000 667
Finish the day 500 500 750
Visit photocopier 500 500 750
No Demand Installment | Copy/print
9 Certificate for Plot Report installment and 20 20 2,000
Transfer tax details
Finish the day 500 500 750
Visit-6 DHA office 500 500 750
Apply for NDC - 1,167
Finish the day 500 500 750
Visit-7 DHA office 500 500 750
Collect NDC - 1,167
Finish the day 500 500 750
NDC certificate - 1,167
Attested CNIC copy 500 500 750
CNIC copy Attestation 500 500 1,500
p i Visit photo studio 500 500 750
Prepare Documents a5SPOL 3IZ€ " et photographed 250 250 1,167
10 for Pl f photo —
or Plot Transfer Finish the day 500 500 750
Visit-8 account
Statement of | section DHA >00 >00 750
dues Receive a
statement of dues ) 1,250
Visit-9 DHA office 500 500 750
1 Apply for Submit application - 1,250
Plot Transfer Get photographed - 1,167
Finish the day 500 500 750
12 Wait for Transfer Letter - -
. Visit-10 DHA office 500 500 750
Receive Transfer
13 Letter Receive transfer letter - 1,167
Finish the day 500 500 750
14 Wait for Possession - -
Attested CNIC copy 500 500 1,000
Prepare Documents | CNIC copy Attestation 500 500 2,250
15 for Possession Copy of allotment and transfer i 1000
Certificate letters '
Copy of the statement of dues - 250
Visit-11 DHA office 500 500 750
16 Apply for Fill application form - 1,500
Possession Apply for possession 5,000 5,000 1,250
Finish the day 500 500 750
Visit-12 DHA office 500 500 750
17 Possessthe Plot Possession handed over - 1,500
Finish the day 500 500 750

83
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Box-4: Stress Percentage Stress Ranking (4

The distribution of stress across steps has ©
been calculated by multiplying the total (2]
process time (including travel, wait, and (1]
transaction time) of each step with the
stress level. The Stress % column in the
table contains a percentage representation
of stress distribution.

Moderate Stress
Severe Stress

Low Stress
Mild Stress
High Stress

Table-1.4 (C): Stress Involved in Transferring a Plot in DHA

No | Steps Description Stress Level Stress %
1 | Project Announcement | Project advertises
o Visit net cafe 0.89
prlecatlon Fill application form ) 1.97
orm
Take prints 4 1.05
) Visit photocopier 0.59
CNICs copies
Copy CNICs 3 0.39
Visit photo studio 0.59
Passport size
photo Get photographed 1.05
Finish the day 0.59
Visit National Bank 4 1.18
Pay fee challan 5 1.31
Finish the day 0.59
2 Prepare Documents Prepare other 4 236
documents
N Visi.t‘citl.zen 0.59
Domicile facilitation center
copy Enter data ) 2.95
Obtain e-receipt 3 0.79
Finish the day 2 0.59
Revisit citizen
facilitation center 2 0.59
Collect domicile 5 1.31
Finish the day 2 0.59
application Pay fee challan 5 1.48
form fee Finish the day 2 0.59
Visit-1 DHA office 2 0.59
3 Submit Application | Submit application 5 2.95
Finish the day 0.59
4 Balloting Applicant name drawn ) 0.00
Visit-2 DHA office 4 1.18
Collect 046
Membership | membership form )
5 Request to form Fill the form ) 0.98
Open File Finish the day 2 0.59
Visit the bank 2 0.59
Pay Fee Pay fee challan ) 1.31
Finish the day 2 0.59
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) Visit photo studio 2 0.59
E?]s;&ort S1Z€ 1 Get photographed 3 1.38
Finish the day 2 0.59
Visit-3 DHA office 2 0.59
Submit application ) 2.30
Finish the day 2 0.59
6 | Verification by the DHA authorities 1 0.00
Visit-4 DHA office 1 0.30
Get photographed ) 2.30
7 Allotment File Sign required forms ) 1.31
Receive allotment letter ) 2.30
Finish the day 0.59
Visit the bank 2 0.59
Pay order Fill the form 5 1.31
Pay Instalments Receive pay order 3 0.98
8 (12 quarterly equal —
installments) Dispatch pay V!5|t post office = 0.59
order Dispatch the package 4 0.39
Finish the day 0.59
Visit-5 DHA office 0.59
Meet No Demand Certificate 5 230
(NDC) department
Finish the day 0.59
Visit the bank 2 0.59
NDC Fee Pay fee challan 5 1.31
Finish the day 0.59
Visit photocopier 0.59
No Demand Installment Copy/pfint
9 Certificate for Plot Report installmgnt and 4 3.15
Transfer tax details
Finish the day 0.59
Visit-6 DHA office 0.59
Apply for NDC 4 1.84
Finish the day 0.59
Visit-7 DHA office 0.59
Collect NDC 4 1.84
Finish the day 0.59
NDC certificate 0.46
Attested CNIC copy 3 0.89
CNIC copy Attestation 5 2.95
p tsi Visit photo studio 0.59
10 | Prepare Documents p?]s;[;::)or 312€ "Get photographed 5 2.30
for Plot Transfer Finish the day 2 0.59
Visit-8 account
Statement of | section DHA 0.59
dues Receiv
st?czmee?\t of dues 2 2.46
Visit-9 DHA office 0.59
1 Apply for Submit application 5 2.46
Plot Transfer Get photographed 4 1.84
Finish the day 2 0.59
12 Wait for Transfer Letter 2 0.00
. Visit-10 DHA office 2 0.59
Receive Transfer
13 Letter Receive transfer letter 5 2.30
Finish the day 2 0.59
14 Wait for Possession 0.00
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Prepare Documents

Attested CNIC copy

0.39

CNIC copy Attestation

3.54

0.79

0.20

0.30

2.36

246

0.59

0.59

15 for Possession Copy of allotment and transfer
Certificate letters
Copy of the statement of dues
Visit-11 DHA office
16 Apply for Fill application form
Possession Apply for possession
Finish the day
Visit-12 DHA office
17 Possessthe Plot Possession handed over

2.36

Finish the day

0.59
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Table-1.4 (D): Time Consumed in Transferring a Plot in DHA

Travel |Waiting ;Ii':,anr};a:g Total
cess
45 45
1 15 30 45
10 10
45 45
Visit property dealer 45 45
Meet the
) Potential Meet the buyer 10 30 40
Buyer Negotiate the price 10 10
Finish the day 45 45
45 45
60 30 90
3
60 30 90
45 45
45 45
10 10 20
Passport | Visit photo studio 45 45
size Get photographed 70 10 80
photo Finish the day 45 45
45 45
30 15 45
45 45
45 45
60 10 70
45 45
45 45
30 10 40
45 45
45 45 3,360
Prepare
Documents 90 30 120 (7 days)
4 45 45
45 45
60 10 70
45 45
Allotment 45 25
lett
erer 60 10 70
45 45
60 10 70
45 10 10 65
45 65 30 135
45 45
70 10 80
45 45
45 45
60 15 75
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45 45
60 15 75 480
60 15 75 (1day)
45 45
Wait for the transfer letter 0 (175’2(1(;())/5)
. Visit-7 DHA office 45 45
Receive 480
transfer | Receive transfer letter 60 15 75
letter [=— (1day)
Finish the day 45 45
Allotment letter 0
Visit Stamp Paper seller 45 45
Print the sale agreement 10 15 25
Sale it 45 45
Agreement | Attestati Visit-8 DHA c')fﬁce
Copy on from | Get attestation of the 60 15 75 480
DHA sale agreement (1day)
Finish the day 45 45
Undertaking from the buyer to pay the 45 60 15 120
remaining installments
Application form 60 15 75
Submit Visit-9 DHA office 45 45 w0
Application - - . 4
5 to Transfer Submit the application kit 60 15 75 (1day)
the Plot Finish the day 45 45
6 Scrutiny of the Application 0 (175’2;;(;5)
Visit-10 DHA- NDC office 45 45 280
Status
7 Check stater 60 15 75
Check (1day)
Finish the day 45 45
45 45 480
60 15 75
(1day)
45 45
Receive | Visit-12 DHA office with buyer 45 45 480
9 Transfer Receive transfer letter 60 15 75
Letter — (1day)
Finish the day 45 45
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Table-1.4 (E) : Monetary and Opportunity Cost involved in Transferring

a Plot in DHA
Cost Opport
No [ Steps Description Travel Fee Total | YNty
Cost
Visit property dealer 500 500 750
Meet Gather information - 750
1 Property
Advisor Convey your preference - 167
Finish the day 00 500 750
Visit property dealer 500 500 750
Meet the
5 Potential Meet the buyer -
Buyer Negotiate the price - 167
Finish the day 500 500 750
Visit-1 DHA office 500 500 750
Gather Meets officials from the marketing i 1500
3 |Information| department '
from DHA | Meet officials from the No Demand ) 1500
Certificate (NDC) department !
Finish the day 500 500 750
.| Visit photocopier 500 500 750
CNICs copiesi=  eNICs 50 50 333
Passport Visit phOtO studio 500 500 750
size Get photographed 200 200 1,333
photo Finish the day 500 500 750
Processing fee Visit the bank 500 500 750
(paid by the | Pay fee challan 30,000 30,000 750
buyer) Finish the day 500 500 750
Visit-2 DHA office 500 500 750
Meet No Demand
Certificate (NDC) - 1,167
department
Finish the day 500 500 750
Visit the bank 500 500 750
'\;DC Pay fee challan 2,000 2,000 667
5 No ) ®® [Finishtheday | 500 500 750
eman Visit photocopier| 500 500 750
Certifica -
Prepare tefor | Install | Copy/print
Documents plot ment | installment 50 40 2,000
and tax details
transfer |Report] <~
4 Finish the day 500 500 750
Visit-3 DHA office 500 500 750
Apply for NDC - 1,167
Finish the day 500 500 750
I‘(\e't'g::“e“t Visit-4 DHA office 500 500 750
Collect NDC - 1,
Finish the day 500 500 750
NDC
certific - 1,167
ate
Atct:iﬁtced CNIC copy 500 50 550 1,083
Prepare | (., |Attestation 500 500 2,250
docum — -
ents for | Passp |Visit photostudiol 500 500 750
ort
plot : Get
transfer ;Iﬁito photographed 200 200 1,333
Finish the day 500 500 750
Visit-5 account
State | saction DHA >00 >00 750
ment -
of Receive a
dues statement of - 1,250
dues
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Visit-6 DHA office 500 500 750
APPlY | submit application - 1,250
for plot
transfer | Get photographed - 1,250
Finish the day 500 500 750
Wait for the transfer letter - -
. Visit-7 DHA office 500 500 750
Receive
transfer | Receive transfer letter - 1,250
letter e ish the day 500 500 750
Allotment letter - -
Visit Stamp Paper seller 500 500 750
Print the sale agreement 500 500 417
Sale isit- 500 500 750
Agreement | Attestati Visit-8 DHA ?fﬁce
Copy on from | Get attestation of the ) 1250
DHA sale agreement !
Finish the day 500 500 750
Undertaking from the buyer to pay the
AP - 2,000
remaining installments
Application form - 1,250
Submit Visit-9 DHA office 500 500 750
Application - - - -
5 to Transfer Submit the application kit 1,250
the Plot Finish the day 500 500 750
6 Scrutiny of the Application - -
Visit-10 DHA- NDC office 500 500 750
7 status Check stater - 1,250
Check ,
Finish the day 500 500 750
Visit-11 DHA office with buyer 500 500 750
Transfer
8 Process Get photographed - 1,250
Finish the day 500 500 750
Receive Visit-12 DHA office with buyer 500 500 750
9 Transfer Receive transfer letter - 1,250
Letter —
Finish the day 500 500 750
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Table-14 (F) : Stress Involved in Transferring a Plot in DHA

No | Steps Description Stress Level Stress %
Visit property dealer 2 0.74
Meet Gather information 1.11
1 Property
Advisor Convey your preference 0.25
Finish the day 1 0.37
Visit property dealer 2 0.74
Meet the
5 Potential Meet the buyer 0.99
Buyer Negotiate the price 4 0.33
Finish the day 2 0.74
Visit-1 DHA office 2 0.74
Gather Meets officials from the marketing 371
3 |Information| department
from DHA | Meet officials from the No Demand 371
Certificate (NDC) department )
Finish the day 1.11
.| Visit photocopier 2 0.74
CNICs copies
RIS opy CNICs 050
Passport | Visit photo studio 2 0.74
size Get photographed 3.30
photo Finish the day 2 0.74
Processing fee| Visit the bank 2 0.74
(paid by the | Pay fee challan 1.86
buyer) Finish the day 2 0.74
Visit-2 DHA office 2 0.74
Meet No Demand
Certificate (NDC) 2.89
department
Finish the day 2 0.74
Visit the bank 2 0.74
I\II:DC Pay fee challan 1.65
No . € [Finish the day 2 0.74
Dem_an Visit photocopier 2 0.74
Certifica -
Prepare tefor | nstall | Copy/print
Documents plot ment | installment 4.9
and tax details
transfer |Report X !
4 Finish the day 2 0.74
Visit-3 DHA office 2 0.74
Apply for NDC 2.89
Finish the day 2 0.74
Q't'?et:“ent Visit-4 DHA office 2 0.74
Collect NDC 4 2.31
Finish the day 2 0.74
NDC certificate 1 0.58
Attested| CNIC copy 161
Prepare cNic A i
docpum copy .t’festatlon .
ents for | Passp Visit photo studio 2 0.74
ort
plot : Get 1.98
transfer Z)Irzf)to photographed :
Finish the day 2 0.74
Visit-5 account
State | section DHA 2 0.74
ment -
of Receive a
dues | statement of 3.09
dues
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Visit-6 DHA office 0.74
APPlY | Submit application 3.09
for plot
transfer | Get photographed - 2.48
Finish the day 0.74
Wait for the transfer letter 3 0.00
. Visit-7 DHA office 0.74
Receive
transfer | Receive transfer letter 5 3.09
letter —
Finish the day 2 0.74
Allotment letter 2 0.00
Visit Stamp Paper seller 2 0.74
Print the sale agreement ) 1.03
sale 074
Agreement | Attestati Visit-8 DHA ?fﬁce :
Copy on from | Get attestation of the 5 3.09
DHA sale agreement :
Finish the day 2 0.74
Undertaking from the buyer to pay the
AP 2 1.98
remaining installments
Application form 2 1.24
Submit | Visit-9 DHA office 2 0.74
Application . A -
5 to Transfer Submit the application kit 4 0.00
the Plot | Finish the day 2 0.74
6 Scrutiny of the Application 2 0.00
Visit-10 DHA- NDC office 2 0.74
Status
7 Check Check stater ) 3.09
Finish the day 2 0.74
Visit-11 DHA office with buyer 2 0.74
Transfer
8 Process Get photographed ) 3.09
Finish the day 0.74
Receive | Visit-12 DHA office with buyer 2 0.74
9 Transfer Receive transfer letter 5 3.09
Letter Finish the day 2 0.74
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Calculation of Cost of The Sludge

e Foregone Income due to Investment in the Plot

We assumed that the investment in the purchase of the plot was made in 2004. The price of a 5 marla plot in 2004
was around Rs. 600,000 in DHA Islamabad. To calculate the opportunity cost of Rs. 600,000, we consider two
scenarios. In Scenario |, we assume the investment of the same amount in risk-free investment at an annual rate
of return of 10 %. In Scenario Il, we assume the amount used to buy gold instead of plot. The tables below contain

the details of return on these alternate investments.

Scenario | — Risk-Free Investment

Year Annual Return (Rs.)
2007 60,000
2008 66,000
2009 72,600
2010 79,860
2011 87,846
2012 96,631
2013 106,294
2014 116,923
2015 128,615
2016 141,477
2017 155,625
2018 171,187
2019 188,306
2020 207,136
2021 227,850

Total 1,906,349

% of Plot Value 317
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Scenario | — Risk-Free Investment

Available Investment (Rs.) 600,000
Gold price in 2004 (Rs.) 22120
Gold Purchased (Tola) 27.12
Gold price in 2021 (Rs.) 110163

Value of the Gold Purchased (Rs.) 2987620.56
Increase (Rs.) 2,387,621
% of plot value 397.93

e Rental Cost

A 15-year delay in handing over the possession to the buyer led the buyer to stay in a rented house. To calculate
the cost of sludge that buyer bears in the form of paying rent we utilized the information about rents of a 5 marla
house in Islamabad from zameen.com. The average rent for a 5 marla house is around Rs. 70,000. The rental cost
from 2007 to 2020 is calculated by assuming a 10% annual increase in rent, which is a standard practice in the

real estate sector. The total rental cost stands around 1142% of the plot value.

Year Annual Rental Cost

2007 215,622
2008 237,184
2009 260,903
2010 286,993
2011 315,692
2012 347,261
2013 381,988
2014 420,186
2015 462,205
2016 508,425
2017 559,268
2018 615,195
2019 676,714
2020 744,386
2021 818,824
Total 6,850,846
% of Plot Value 1142
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e Hikes in the Construction Cost

It Weight
em (% of Construction Cost)

Brick, Sand, Crush, and Rori

Cement, Kassu & Rebar

Labour

Plumbing and Electric C
Grills, Gate and Chougat

Others

Tiles and Marbles

Electrical

Kitchen and Bath Accessories
Paint and Ceiling

Windows and Mirrors

Woodwork

14.87

14.50

13.91
2.98
3.54

1.74
12.81

6.33
5.15
7.90

5.96
10.31

% Change

(2004 to 2021)

185.34
171.16
113.96
266.67
122.73

98.38
159.14

216.67
157.96
86.44

113.86
124.27

The delay in obtaining possession overruns the estimated cost of construction. A component-wise increase in the

cost, along with the weights of the component in the construction, is given in the table below.

Impact on the Project

Cost

(% of Project Value)

27.57
24.81
15.85
7.95
4.34

1.71
20.39

13.71
8.13
6.83

6.79
12.82







THEHEALTHSECTOR @

In health services, we have focused on the following activities:

— Setting-up a Pharmaceutical Unit.
— Setting-up a Private Hospital.

— Setting-up a Diagnostic Center.

— Setting-up a Pharmacy.



2.1
SETTING-UP A PHARMACEUTICAL UNIT




According to the Drug Act (1976) and Drug Regulatory Authority Act (2012), the grant of
licenses to manufacture drugs shall be regulated by conditions prescribed by the Central
Licensing Board of the Drug Regulatory Authority.

The Process of Setting-Up a Pharmaceutical Unit

@)—(2—e—0)—{(c—()—()—(oa—(>—(
|

Apply for Wait and obtain ‘
site verification Approval Wait for
from DRA Start Inspection
Apply for construction by DRAP
Layout
Apply for approval from
constmction DRAP Apply for
perrélggom Drug manufacturing
Obtain License from
Approvals DRAP
Receive approval
and start
Production
Wait for
inspection by
DRA and CDA

Setting-Up a Pharmaceutical Unit ——




The cost of sludge involved in

obtaining permission can be

up to 10.3% of the project
value.

The process of obtaining The process involves a
permission to set up a moderate stress level
pharmaceutical unit con- (3.3/5).

sumes more than 2 years.

The sludge involved in
obtaining permission to
set up a pharmaceutical
unit costs the economy
around 2.33% of GDP.

Based on the suggested
recommendations the
cost of sludge can be

reduced by 12.0%.

Setting-Up a Pharmaceutical Unit ——
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CHART-21(A) : SETTING-UP A PHARMACEUTICAL UNIT

Time
Consumed
(Days)

Gather Information

- ~2,000 - 3.8/5

Prepare Documents for CDA

- ~883,260 - 3.1/5

Prepare Documents for site Approval from DRAP

- ~19 520 - 4.8/5

Wait for Inspection by CDA and DRAP

S | H

Prepare documents for Layout Approval from DRAP

- ~1,500 - 3.1/5

Wait for Layout Plan Approval

|| -

Receive Approvals from CDA and DRAP

- ~2 000 - 45/5

Construction at Site
5/5

Apply Durg Manufacturing License (DML from DRAP)

- ~153,150 - 3.1/5

Wait for DML

| | |

Receive DML and Start Production




SOURCES OF THE SLUDGE

A major source of sludge comes from seeking approvals/licenses from DRAP thrice at
three different stages, namely, approval of the site of pharma unit, approval of unit’s physical
layout, and the award of drug manufacturing license after the construction of the manufac-
turing unit has been completed. The three approvals are not processed together; imagine
what would happen to the sponsor’s investment if the DRAP declines to award the license

after the construction has been completed.

To begin with, approval for the site where the pharma manufacturing unit is to be established
must be sought from DRAP.

Next, an application is made to the CDA to grant a permit, which is granted after the inspection of
the site by the CDA and DRAP.

After the award of permit, the layout plan of the unit is submitted to DRAP for approval.
Upon completion of the construction, an application is submitted to DRAP for the award of a

license to manufacture medicines.

? ?
Time Consumed Processing Monetary Cost
(Days) (excluding working capital)
TOTALTIME &—— 2
2.13 Years A 2 aE iI 2
I B I
AGENCYTIME o— 3' fl ZI I &
1.19 Year > 2R

PROCESSING TIME  &——

1.6 Months Moderate Stress Level
3.3/5
[ ——
OVERHEAD TIME o Rs. 1,472,347
9.5 Months @ @

Agency Time:

The time consumed by the department/agency concerned in processing an activity.

Overhead Time:
Part of the day lost due to being involved in this activity.

Setting-Up a Pharmaceutical Unit ——
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COST OF THE SLUDGE

Foregone Rental Value ]

0]

One form of the indirect cost that falls on the shoulders of the businessman is that for one
year his plot remains unutilized.

To capture this, we assume that the proposed site of the pharmaceutical unit could have been
rented out as a parking place or a warehouse. We collected the data on parking plots available
for rents from zameen.com and OLX.

Based on the average rental values of Rs.164,000 per Kanal and the prize of proposed site size of
around 4 Kanal, this head account for 8.22% of the total project cost of a 4 Kanal plot.

We assumed that the total project cost is around Rs. 95 million.

02

Construction Cost Overrunsj

The delays in the construction on the site also cause the actual cost to go beyond the budgeted
cost. The construction market has witnessed an increase of 10% per square foot of the cost
of industrial construction.

Based on our assumed plot size, the cost of construction exceeded the budgeted cost by
16.63% of the estimated construction cost due to a delay of 1.5 years.

03

Cost of Personal Time j

The opportunity cost of personal time involved in getting permissions and licenses for a
pharmaceutical unit has been captured by assuming the average salary of the manager. We
assume that the salary of the manager is around Rs. 250,000 per month. Using this, the cost of
personal time is around 1.04% of the total project value.

100
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-------
'''''
’

Cost of sludge

Headings

Foregone Rental Income

Construction Cost Overruns

Cost of Personal Time

(% of the value) ,-:

~ -
_______

8.22 % of Project Cost

16.63 % of Construction Cost
(1.07 % of project cost)

1.04 % of Project Cost

COST OF THE SLUDGE IN TERMS OF GDP

To assess the impact of the cost of regulation on the economy, we translate the cost of
sludge in obtaining permission to set up a pharmaceutical unit (10.33% of project value)
in terms of GDP. The task is performed by taking into consideration information about
the average cost of setting up a pharmaceutical unit and the number of licenses issued
by DRAP during the last year.

Rs.1.10
billion

\ Average project

S cost 4

\ Number of licenses
issued

/

4
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Rs. 852.2
billion

\ Cost of sludge ’

\ Cost of sludge (% ,’
N GDP) R
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CUTTING THE SLUDGE

An ideal scenario to deal with three approvals required from DRAP would be that general
guidelines for permissible sites and layout plants for pharma manufacturing units are listed
by DRAP and handed over to local authorities (the CDA in this case) for implementation.

The building control authorities can ensure the fulfillment of these conditions while allow-
ing the construction permit. The building control authorities can have a separate cell within
the authority to handle matters specific to allowing the construction of pharma units. This
would significantly cut down the sludge involved in seeking approvals from DRAP.

At a minimum clubbing together the three approvals that DRAP grants would cut down a
significant sludge.

Cutting the Sludge: Reduction in Time Consumed and Cost Based
on the Recommendations

7.34% 12.0%

12.03%

Reduction in
Time Consumed

Reduction in
Agency Time

Reduction in
Processing Time

Reduction in
Overhead Time

Reduction in the
Cost of Sludge

8.68% 15.54%
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' CoorLegend )
T
—

-

Table-2.1 (A) : Time involved in Setting-up a Pharmaceutical Unit

.. Trans- Overhead | Agency
No Ste Description . i i
5 & Travel |Waiting|action | Total Time Time
Process
45 45
30 30 60
1 45 45 960
45 45 | (2 days)
30 30 60
45 45
Copy of allotment letter 45 10 5 60
Visit -Architect 45 45
Brainstorming 30 360 390
Finish the day 45 45
Visit -2-Architect 45 45
for plan
Hire Architect 10 60 70 14400
Building Plan -
(6 copies) Finish the day 45 45 (1 month)
Design by 1440 | 1440
Architect 0 0
Prepare —
2 -
Documents for \tgltjilltdir?;%lcgled 45 45
CDA 21600
Meet the 45 days
Architect 20 30 50 ( ys)
Finish the day 45 45
Visit consultant 45 45
Hire
Soil Geopolitical 30 120 150 960
Investigation consultant (2 days)
Report Finish the day 45 45
Assessment of 0
the area
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Visit -2 45 45
consultant
Receive report 30 60 20
Finish the day 45 45
Vetting Visit engineer 45 45 2400
Consultant Receive report 30 180 210 (14(;30 ut th)
. ay mon
Certificate Finish the day 45 45
Fire Visit Architect 45 45
Fighting/Life - | Collect 960 960
safety certificate 30 30 c0 (2days) | (2days)
Certificate Finish the day 45 45
Possession Letter copy 10 10 20
960
45 5 10 60
(2 days)
120 45 5 170
20 10 30
45 10 10 65
90 15 480 585
90 10 10 110
Forms signed Visit CDA 45 45
by architect, Fill the form 30 | 30 | 60
engineer, and
owner Finish the day 45 45
Visit National
Bank 45 45
Pay order Pay order 60 15 75
Finish the day 45 45
Soundness and Visit Engineer 45 45
Stability Receiving report 30 240 270 (313:)(’)5)
Certificate Finish the day 45 45
45 45 920
60 240 300
45 45 90 960 3360
5 45 (2days) | (7 days)
30 60 90
45 45
Submit Visit -2 CDA 45 45
Applicationto | Submit application 30 20 120 (1433),)
CDA Finish the day 45 45
Application Form 20 5 25
Prepare Submit online fee challan 45 45
Documents .
Layout plan details 90 195
for DRAP for yourp 4 60 1440
Site Copy of SECP registration 5 (3 days)
Verification certificate 5
and Layout Sector-wise equipment and 60
machinery plan 60
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Details of staff in Hire the
charge of Different | staff 180 960 | 1140 14400
manufacturing and 1 th
quality control Get 90 60 | 150 (1 month)
activities documents
45 45
s 60 60 120 480
(1 day)
45 45
6 | Wait for Inspection by DRAP Team for Site 7200
Approval (15 days)
Site Visit Site 45 45
Inspection by . ; 480
7 DRAP for Assist inspection 60 180 240 (1 day)
approval Finish the day 45 45
8 | Wait for Site Approval from DRAP 0 3360
(7 days)
0
90 30 180 300
0 7200
45 45 | (15days)
30 30 60
45 45
14400
(1 month)
Visit CDA 45 30 60 135
12 | visit -2CDA | Pursue Application 0 | 240 | 270 | 14;3;’)/)
Finish the day 45 40 85
Visit -3 CDA 45 45
A Pursue Application 30 60 90
ccount
. Finishing the day 45 45 960 12000
13 | Section (2days) |(25 days)
Clearance Visit -4 CDA 45 45 y y
NQC from EM1DTE to one 30 240 570
window
Visit -5 CDA 45 45
. Pursue the Application so that it
480
14 :Bnl;"i';%r visit | may forward to the building 30 120 150 (1 day)
P inspector y
Finish the day 45 45 20
- 14400
15 | Report Submission (1 month)
Visit CDA 45 45
-~ - 480 7200
16 | Visit -6 CDA Collect approval certi ficate 30 45 75 (1day) |15 days)
Finish the day 45 45
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. . 86,400
Construct t the Sit !
17 onstruction at the Site (6 months)
Application Form 20 20 5 115
Submit online fee challan 10 20 30
Layout plan details 10 10
Prepare - -
Document for | Copy of SECP registration 10
Drug certificate 10 1440
18 Manufacturing | Sector-wise equipment and (3 days)
. . 920 60 150
License (DML) | machinery plan
from DRAP Details of staff in charge of
different manufacturing and quality 120 45 165
control activities
Copy of Degree/Diploma 45 10 55
Submit Visit -4 DRAP 45 50 95
Application to : licati 50 480
19 DRAP for Submit application 30 20 (1 day)
DML Finish the day 45 30 75
20 | Wait for Inspection for DML 0 14400
(1 month)
Visit the Unit 45 45
Inspection by | - 4 480
21 DRAP nspection 60 180 0 (1 day)
Finish the day 45 45
Report submitted to Central Licensing Board (CLB) 0 7200
22 by Inspection Team (15 days)
. . 21,600
23 | Wait for the CLB meeting 0 (45 days)
Visit -5 DRAP 45 45
480
24 gllf\JAIOLroval of Submit application 30 20 50 (1 day)
Finish the day 45 45
25 | Start Production 0
Total time (days) 50.0 286 431
Aggregate Time (Months) 25.56
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Table-2.1 (B) : Monetary Cost of Setting-up a Pharmaceutical Unit (excluding capital investment)

Cost (PKR) .
No Step Description Opportunity
Travel | Fee Total Cost
Visit CDA 500 500 750
Meet officials 0 1000
Finish the day 500 500 750
1 | Gather Visit Drug Regulatory Authority
Information (DRAP) 500 500 750
Meet officials 0 1000
Finish the day 500 500 750
Copy of allotment letter 500 50 550 1000
Visit -Architect 500 500 750
Brainstorming 0 6500
Finish the day 500 500 750
\[;II;I;[] -2-Architect for 500 500 750
Building Plan Hire Architect 50800 50008 1166
(6 copies) Finish the day 500 500 750
Design by Architect 0 240000
Meet the Architect 0 833
Finish the day 500 500 750
Visit consultant 500 500 750
CHolrr::S(jﬁgﬁflltlcal 10(())00 1000(()) 2500
Soil Finish the day 500 500 750
::?eVpeg:'Icgatlon Assessment of the area 0
Visit -2 consultan t 500 500 750
Receive report 0 1500
Finish the day 500 500 750
Vetting Visit engineer 500 500 750
Prepare Consultant Receive report 10000 10000 3500
2 | Documents for Certificate Finish the day 500 500 750
CDA Fire Vi sit Architect 500 500 750
Fighting/Life | Collect certificate 5000 5000 1000
g:ft?;{ate Finish the day 500 500 750
Possession Letter copy 500 50 550 333
Attested CNIC copy 500 10 510 1000
CNIC Copy Attestation 1000 1000 2833
Collect stamp paper 200 200 500
Indemnity Print affidavit 500 250 750 1083
Bond Witnesses’ attestation 1000 1000 9750
Notarize affidavit 1000 200 1200 1833
Forms Visit CDA 500 500 750
signed by Fill the form 0 1000
architect,
engineer, Finish the day 500 500 750
and owner
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Visit National Bank 500 500 750
Pay order Pay order 25300 25008 1250
Finish the day 500 500 750
Soundness Visit Engineer 500 500 750
and Stability Receiving report 0 4500
Certificate Finish the day 500 500 750
Visit NCI Lalmasjid 500 500 1500
Apply for NOC 500 500 5000
NOC from Finish the day 500 500 1500
sewerage Visit -2 NCI 500 500 750
division
Collect NOC 0 1500
Finish the day 500 500 750
Submit Visit -2 CDA 500 500 750
3 | Application to Submit application 0 2000
CDA Finish the day 500 500 750
Application Form 20 20 416
Submit online fee challan 15000 15000 750
Layout plan details 1000 1000 3250
Prepare Copy of SECP registration certificate 1000 1000 83
4 ggztér?srn;?tior Sector -wise equipment and machinery 1000 1000 1000
Verification and plan -
Layout Details of staff in Hire the staff 500 500 19000
charge of different Get
manufacturing and documentation | 200 500 2500
quality control activities
Submit Visit -2 DRAP 500 500 750
5 Application to Submit application 0 2000
\I?gr,;\ﬁPcz?[:'OSrlte Finish the day 500 500 750
6 | Wait for Inspection by DRAP Team for Site Approval 0
Site Inspection Visit Site 500 500 750
7 | by DRAP for Assist inspection 0 4000
approval Finish the day 500 500 750
8 | Wait for Site Approval from DRAP 0
Receive site approval 0
Address concerns 0 5000
9 Submit Layout Furnish layout plan accordingly 500 500
Plan to DRAP Visit -3 DRAP 500 500 750
Submit layout plan 0 1000
Finish the day 500 500 750
10 | Wait for construction approval from DRAP 0
11 | Receive construction approval from DRAP 0
Visit CDA 500 500 2250
12 | Visit -2 CDA Pursue Application 0 4500
Finish the day 500 500 1416
Visit -3 CDA 500 500 750
. Pursue Application 0 1500
13 ég’rgzged'on Finishing the day 500 500 750
Visit -4 CDA 500 500 750
NOC from EM1DTE to one window 0 4500
Visit -5 CDA 500 500 750
ildi Pursue the Application so that it ma
14 Fnlilg)cjelgt%r visit forward to tthbuilding inspector ’ 0 2500
Finish the day 500 500 1500
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15 | Report Submission 0
Visit CDA 500 500 750
16 | Visit -6 CDA Collect approval certificate 0 1250
Finish the day 500 500 750
17 | Construction at the Site 0
Prepare
18 Bocument for Application Form 20 20 1916
rug
Manufacturing
Application Form 20 20 1916
Submit online fee challan 1 5%’00 1 50’08 500
Prepare Layout plan details 1000 1000 166
Document for Copy of SECP registration certificate 10 10 166
18 ,l\)Arug . Sector -wise equipment and machinery 500 500 2500
anufacturing plan
License (DML)
from DRAP Details of staff in charge of different
manufacturing and quality control 20 20 2750
activities
Copy of Degree/Diploma 100 100 916
Submit Visit -4 DRAP 500 500 1583
19 | Application to Submit application 0 833
DRAP for DML Finish the day 500 500 1250
20 | Wait for Inspection for DML 0
] Visit the Unit 500 500 750
21 Inspection by Inspection 0 4000
DRAP Finish the day 500 500 750
Report submitted to Central Licensing Board (CLB) by
22 | Inspection Team 0
23 | Wait for the CLB meeting 0
Approval of Visit -5 DRAP 500 500 750
24 DML Submit application 0 833
Finish the day 500 500 750
25 | Start Production 0
Total | 1,067,930 404,417
Aggregate Monetary Cost | 1,472,347
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The distribution of stress across steps has
been calculated by multiplying the total
process time (including travel, wait, and

transaction time) of each step with the
stress level. The Stress % column in the table
contains a percentage representation of stress

distribution

Low Stress
Mild Stress

Moderate Stress

High Stress

Severe Stress

Table-2.1(C) : Stress Level Involved in Setting-Up a Pharmaceutical Unit

No Step Description Stress Level Stress %
Visit CDA 2 0.09
Meet officials 5 0.31
Finish the day 2 0.09
1 | Gather Visit Drug Regulatory Authority

Information (DRAP) 2 0.09
Meet officials 4 0.25
Finish the day 2 0.09
Copy of allotment letter 2 0.12
Visit -Architect 2 0.09
Brainstorming 5 2.01
Finish the day 2 0.09
\pﬁzirt\ -2-Architect for 2 0.09
Building Plan | Hire Architect 5 0.36
(6 copies) Finish the day 2 0.09
Design by Architect 4 9.50
L 3o collect z
Meet the Architect 5 0.26
Finish the day 2 0.09
Visit consultant 2 0.09

Hire Geopolitical
consultant 5 0.77
Soil Finish the day 2 0.09
IF?eV;;:’I(gatlon Assessment of the area 5 0.00
Visit -2 consultan t 2 0.09
Receive report 4 0.37
Finish the day 2 0.09
Vetting Visit engineer 2 0.09
Prepare Consultant Receive report 4 0.87
2 | Documents for Certificate Finish the day 2 0.09
CDA Fire Visit Architect 2 0.09
Fighting/Life | Collect certificate 5 0.31
e | Finish the day 2 0.09
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Possession Letter copy 4 0.08
Attested CNIC copy 3 0.19
CNIC Copy Attestation 5 0.88
Collect stamp paper 3 0.09
Indemnity Print affidavit 4 0.27
Bond Witnesses’ attestation 5 3.02
Notarize affidavit 3 0.34
Forms Visit CDA 2 0.09
signed by Fill the form 5 0.31
architect,
engineer, Finish the day ) 0.09
and owner
Visit National Bank 2 0.09
Pay order Pay order 5 I 0.39
Finish the day 2 0.09
Soundness Visit Engineer 2 0.09
and Stability Receiving report 5 1.39
Certificate Finish the day 2 0.09
Visit NCI Lalmasjid 3 0.28
Apply for NOC 5 1.55
NOC from Finish the day 2 0.19
sewerage Visit -2 NCI 2 0.09
division
Collect NOC T 3 i 0.28
Finish the day 2 0.09
Submit Visit -2 CDA 2 0.09
3 | Application to Submit application 5 I 0.62
CDA Finish the day 2 0.09
Application Form 5 0.13
Submit online fee challan 5 0.23
Layout plan details 5 1.01
Prepare Copy of SECP registration certificate 4 0.02
A Bg;t;r?oern;?tior Zf;r:or-wise equipment and machinery 5 031
Verification and -
Layout Details of staff in Hire the staff > >-89
charge of different Get
manufacturing and documentation 5 0.77
quality control activities
Submit Visit -2 DRAP 2 0.09
5 Application to Submit application 5 0.62
DRAP for Site Finish the day 2 0.09
6 | Wait for Inspection by DRAP Team for Site Approval 5 0.00
Site Inspection Visit Site 2 0.09
7 | by DRAP for Assist inspection 5 |: 1.24
approval Finish the day 2 0.09
8 | Wait for Site Approval from DRAP 5 0.00
Receive site approval 2 0.00
Address concerns 5 . 1.55
9 Submit Layout Furnish layout plan accordingly 5 0.00
Plan to DRAP Visit -3 DRAP 2 0.09
Submit layout plan 4 0.25
Finish the day 2 0.09
10 | Wait for construction approval from DRAP 5 0.00
11 | Receive construction approval from DRAP 2 0.00
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Visit CDA 2 0.28
12 | Visit -2 CDA Pursue Application 5 0.39
Finish the day 2 0.18
Visit -3 CDA 2 0.09
Pursue Application 5 0.46
13 éfgaigzzgedion Finishing the day 5 0.23
Visit -4 CDA 2 0.09
NOC from EM1DTE to one window 5 1.39
Visit -5 CDA 2 0.09
Building Pursue the Application so that it may
14 Inspector visit forward to the building inspector > 0.77
Finish the day 2 0.19
15 | Report Submission 4 0.00
Visit CDA 2 0.09
16 | Visit -6 CDA Collect approval certificate 5 0.39
Finish the day 2 0.09
17 | Construction at the Site 5 0.00
Prepare
18 Document for Application Form 5 059
Drug
Manufacturing
Application Form 5 0.15
Submit online fee challan 5 0.15
Prepare Layout plan details 4 0.04
Document for Copy of SECP registration certificate 2 0.02
18 ll\)/lraur?ufacturing ?)leacrtlor_Wise equipment and machinery > 031
License (DML)
from DRAP Details of staff in charge of different
manufacturing and quality control 2 0.34
activities
Copy of Degree/Diploma 2 0.11
Submit Visit -4 DRAP 2 0.20
19 | Application to Submit application 5 0.26
DRAP for DML Finish the day 2 0.15
20 | Wait for Inspection for DML 5 0.00
) Visit the Unit 2 0.09
21 :;;zle;ctlon by Inspection 5 1.24
Finish the day 2 0.09
Report §ubmitted to Central Licensing Board (CLB) by 5 0.00
22 | Inspection Team )
23 | Wait for the CLB meeting 5 0.00
Approval of Visit -5 DRAP 2 0.09
24 DML Submit application 5 0.26
Finish the day 2 0.09
25 | Start Production 0.00
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2.2
SETTING-UP A PRIVATE HOSPITAL




The registration process of a private hospital in Islamabad involves two Authorities

1. Islamabad Healthcare Regulatory Authority (IHRA)

It is mandatory for all healthcare service providers to apply for registration and license under Section
14(1) of the Islamabad Healthcare Regulations Act (2018). The licensing authority is the Islamabad
Healthcare Regulatory Authority.

2. District Health Office Islamabad (DHO)

The District Health Office, Ministry of National Health Services Regulations and Coordination Islam-

abad, is authorized to register the hospitals pharmacy.

Submit
Applications -
DHO and IHRA
O2STEP
Wait for (@
Inspections
08$TEP
(® (@) Reports
Submission
Wait
O4STEP
Wait for@
Licenses
Approval
OSSTEP
(® (@ Get
Licenses

Establishing a Private Hospital ———
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The cost of sludge involved in

obtaining permission to set up

a private hospital can be up to
50% of the total investment.

The process of obtaining The process involves a
permission to set up a moderate stress level
private hospital consumes (3.2/5)

around 8.5 months.

The sludge involved in
obtaining permission to
set up a pharmaceutical
unit costs the economy
around 0.10% of GDP.

Based on the suggested

recommendations, the

cost of sludge can be
reduced by 12.5%.

Establishing a Private Hospital ———
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Establishing a Private Hospital

CHART-2.2 (A): PRIVATE HOSPITAL ESTABLISHMENT PROCEDURE

Time
Consumed
(Days)

Document Prepration for DHO

- 21,450 -

Document Prepration for IHRA

W o W

Submit Application
2,000

Wait for Hospital and Pharmacy Inspection

Report submitted by Respective Inspection Teams

- 2,000 - 5/5

Getting License
2,000
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Major sludge in establishing a hospital comes from the following sources:

Ca

b 4

To establish a hospital, NOC
from the PCDA is required.
The issuance of NOC by the
PCDA in turn requires that
the applicant should have a
National Tax Number (NTN),
a bank account, and an
attested copy of his/her
matriculation certificate.

Degree/Diploma, and so on.

Inspection by DHO and IHRA

SOURCES OF THE SLUDGE

Securing certificate from Pakistan Chemists’ and
Druggists’ Association (PCDA).

Securing registration with Pakistan Nursing
Council (PNC).

and Islamabad Healthcare Regulatory Authority (IHRA).

Waiting for inspection by the District Health Office (DHO) l

~\

/O\.
(o)
[

Bank Account

Opening a bank account
takes around 15 days

Establishing a Private Hospital ———

J

registration.

il

Matriculation Certificate

The matriculation certificate
(of the applicant/owner of
the hospital) must be
attested by the concerned
matriculation board

J

The hospital must be registered with the Health Registration Authority. To seek registration, the
documents that must be submitted to the IHRA include Building Plan, Affidavit, Copy of

Before the approval is granted, the hospital is inspected by the DHO
and IHRA. This can take around two months after applying for

116



Establishing a Private Hospital

Time Consumed

Processing Time
16 Days

Agency Time
5.1 months

Stress Level
3.3/5

Overhead Time
2.8 months

Total Time
8.5 months

Monetary Cost
Rs. 161,430

Agency Time

The time consumed by the department/agency concerned in processing an activity.

Overhead Time
Part of the day lost due to being involved in this activity.
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COST OF THE SLUDGE

——————
- “n

Cost of the }
Sludge !

~ -
________

Human Resource Cos
1.91% of the total investment
70.83% of average annual earnings

To measure the indirect cost of the sludge involved in the permissions to establish a private hospital,

we focused on the following aspects.

1. HUMAN RESOURCE COST

The application submitted to the IHRA requires the list of doctors, nurses, and other human resources
that have been hired by the hospital. Therefore, even while waiting for approval and registration from
the hospital, the staff members remain on the payroll of the hospital. The human resource wage bill
accounts for 34.82% of the total annual expenditures in establishing and running a hospital

(see table below for details).

Establishing a Private Hospital ———
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Description % of Total Investment
Operational Cost 90.85
HR Cost 34.82
Machinery and Equipment 21.63
Building Rent 20.02
Furniture and Fixture 12.36
Vehicles 2.00
Allied Cost 9.15
Minimum Cash Required 0.83
Raw Material Purchase 5.36
Insurance Payment 2.70
Machine Maintenance 0.25

The information presented in the table is based on the survey of private hospitals conducted in Islam-
abad. The 8.5 months delay in obtaining permission translates into 24.69% of total investment as HR

cost?.

2. RENTAL COST

We assume that the building where the hospital is to be established is a rented building. While waiting
for permission, the rental cost has to be borne by the owner of the hospital, which accounts for 14.18%

of the total investment involved in establishing the hospital.
3. INSURANCE EXPENDITURE

Similarly, the insurance plan that the owner must purchase does not depend upon the permission and
launch of the hospital. The owner has to pay the insurance premium even if the hospital remains
non-operational during the waiting period. This head cost accounts for around 1.91% of the total
investment.

The three types of indirect costs- cost of human resources, rental expenditure, and insurance premium
together account for around 40.77% of the project- all this is due to a delay of 8.5 months in granting

permissions.
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4. FOREGONE EARNINGS

Another indirect cost of the sludge in obtaining permissions is in the form of foregone earnings. Since
the hospital remains non-operational for 8.5 months due to sludge, hence the realization of earnings is
also delayed for this same period. These foregone earnings are around 70.83% of the total annual

revenues of the hospital.

COST OF SLUDGE IN TERMS OF GDP

To assess the impact of the cost of regulation on the economy, we translate the cost of sludge in
obtaining permission to set up a private hospital (49.1% of project value) in terms of GDP. The task is
performed based on the following information: (i) average project cost, (ii) number of licenses issued

during last year, and (iii) population in the top 50 cities of Pakistan.

m|II|on b|II|on
n

Average Cost of \ Number of licenses ;A Per capital cost of , Cost of sludge in
. : \ /
‘\ sludge' in the ,' . issued ,/ Y, sludgeinlislamabad ,’ .  top>0cities ,
N project , N ’, N ’ N ’

N GDP) ’

_____

°>See page 132 for details.
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CUTTING THE SLUDGE

STEPS THAT CAN BE ELIMINATED:

The affidavit requirement of the applications submitted at the DHO, IHRA, and PCDA can be done

away with by simply incorporating the required undertakings into one of the clauses of the applica-

tion form and taking the consent of the applicant.

The time and money spent on gathering infor-
mation on the process of establishing a school
and the sub-processes of getting a National
Tax Number are opening a corporate bank
account can be reduced significantly if all the
required information is posted on the relevant
websites in a user-friendly mannerr. It will save
the time spent and cost on making a trip to
relevant offices, waiting for the concerned
official, and interacting with the official.

The boards of intermediate and secondary educa-
tion take wunusually long time in attesting the
matriculation certificates. At least a part of the
process can be digitized. Moreover, in-person
visit of the applicants be done away with by enter-
taining attestation requests through courier.

The office of the District Health Officer (DHO)
and Health Regulatory Authority (HRA) in
processing the applications, that is, undertak-
ing a visit of the hospital, submitting the
inspection report, and issuing the final license
- this looks like the usual bureaucratic delay
and has to be taken care of by undertaking
appropriate reform measures
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Cutting the Sludge: Reduction in Time Consumed and Cost Based
on the Recommendations

Reduction in
Processing Time

12.5%

12.27%

17.44%

Reduction in the
Cost of Sludge

Reduction in
Agency Time

Reduction in
Time Consumed

Reduction in
Overhead Time

61.10%

4.45%




Establishing a Private Hospital ——

( Color Legend

Full Elimination Possible .
Digitization Possible .

Table-2.2 (A) : Time Consumed in Establishing a Private Hospital

Time (Minutes)
D . . Transac- Overhead | Agency
No SR escription Travel | Waiting | tion/Pro-| Total Time Time
cesss
45 45
! 30 60 920
Information Gathering 45 45 960
45 45
30 60 90
45 45
20 5 10 35 14400
10 20 10 40
480
10 10 20
10 10 20
90 60 10 160
120 45 5 170 480
90 30 60 180
inina |Apply to FBR 30 30
Obtaining |APPly tO 2400
NTN Get NTN 10 10
Gather informa-
Prepare tion on opening 45 45
5 Documents bank account
required by DHO A . 1o 35
90 30 60 180
Oven 10 10
pening
PCDA  |Bank  |[NTNcopy 30 30 9600 | 7200
certificate | Account Visit bank 45 45
Fill the form 30 30
Apply for bank 15 30 45
account
Finish the day 45 45
Verification by bank 30 30
Account opened 10 10
10 20 10 40
10 10 20
480
90 15 480 585
10 10 20
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. Establishing a Private Hospital ———

90 60 10 160
120 45 5 170
20 10 5 35
45 45
150 30 180
45 45
45 45
60 30 90 7200 28800
45 45
Online appointment with IBCC
(Intra Board Chairman Committee) 15 30 4
90 15 60 165
45 15 60 120
45 45
920 60 30 180
Document 120 120 240
preparation
V|$|.t.C|t|.zen 45 45
Domicile |facilitation center
copy data entry/ challan 60 60 120 4800 3360
submission
Obtaining e-receipt 60 60 120
Finish the day 45 45
Rews.lt.to collect 9 15 10 115
domicile
90 45 15 150
Application Submission 30 30
9600 4800
Check the status 30 30
Collect Certificate 30 30
FBR NTN 10 10 480
Premises Specification and Location Plan 30 30
Building Plan 45 45 90 480
45 5 10 60
45 10 20 75
10 10 20
30 20 10 60 480
45 10 10 65
45 10 30 85
Hospital
Prepare Documents : 45 10 10 65
3 for HRA Registra-
or tion 45 10 45 100
200 45 45 290
43200 14400
40 5 30 75
45 10 45 100
90 30 45 165
HCE ( Hea!th care Equipment) 0 0 0 240
and machinery list
Hiring Doctors 45 10 20 75
28800
Finishing the day 45 15 45 105
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125

4 Documents Submis- 45 20 65 130
sion at DHO office 45 30 45 120
45 10 45 100
Documents Submis-
5 sion at HRA 45 30 45 120 480
45 30 20 95
6 | Wait for Inspection 0 28800
| tion by DHO Drug inspector’s visit 0 0
nspection by -
7 (pharmacy ) Inspection 0 180 180 480
Finish the day 0 0 0
| . HRA team’s visit 0 0 0
nspection by -
8 | HRA(Hospital) Inspection 0 180 180 480
Finish the day 0 0
9 [Report submitted by inspection team of DHO 0 0 0 7200
10 [Report submitted by inspection team of HRA 0
30 45 45 120
45 45 30 120
Getting License
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Table-2.2 (B) : Monetary and Opportunity Cost of Establishing a private hospital

Cost (PKR)
. . Opportunity
No Steps Description S Fee _— Cost
500 500 151.5
! 0 303
Information Gathering 500 500 1515
500 151.5
500 0 303
500 500 151.5
CNIC copy 0 117.8
500 500 134.7
100 100 67.3
500 0 67.3
Photo 50 550 538.7
500 5723
500 500 151.5
Obtaining |Apply to FBR 500 500 606
NTN Get NTN 0 0 101
Gather informa-
tion on opening 500 0 337
5 bank account
500 151.5
10 510 117.8
) 500 1000 1500 606
gff; "9 INTN copy 500 10 10 337
Account | Visit bank 500 10 10 101
Fill the form 500 151.5
Apply for bank 0 101
Prepare account
Documents Finish the day 500 0 151.5
. Verification by bank 500 151.5
required by DHO Account opened 0 101
500 0 33.7
150 650 134.7
PCDA 100 100 67.3
certificate 500 0 1969.5
200 200 67.3
500 1500 538.7
0 5723
1000 10 510 117.8
1000 151.5
500 500 500 606
1000 500 151.5
500 151.5
500 0 303
{trs Soe Chairman Commitee)] %0 500 | 1515
0 151.5
500 500 555.5
600 1100 404
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Documents 500 500 606
preparation
| Visitcitizen 500 200 200 808
Domicile |facilitation center
copy data entry/ challan 500 500 1515
submission )
Obtaining e-receipt 0 404
Finish the day 500 0 404
ReV|.<:|t'to collect 500 1515
domicile
500 387.2
Application Submission 500 6000 6000 505
Check the status 500 0 101
Collect Certificate 0 101
FBRNTN 10 20 303
Premises Specification and Location Plan 500 10 10 33.7
Building Plan 500 303
500 200 200 202
500 10 510 252.5
500 67.3
500 150 300 202
500 100 100 218.8
Hosoital 150 0 286.2
Prepare Documents osplta 200 200 218.8
3 for HRA Registra-
or tion 500 336.7
300 800 976.3
500 30 530 2525
500 250 750 336.7
500 500 555.5
HCE ( HeaI.th carg Equipment ) 500 30 530 0
and machinery list
Hiring Doctors 500 500 2525
Finishing the day 500 500 353.5
500 500 3535
4 Documents Submis-
sion at DHO office 500 500 639.7
500 200 200 437.7
5 Documents Submis- >00 580 3‘;%47
sion at HRA :
500 0 404
6 | Wait for Inspection 0 319.8
Drug inspector’s visit 500 0
. Inspection by DHO I G 0 606
(pharmacy ) nspection
Finish the day 500 500 0
| tion b HRA team’s visit 0 500 0
nspection by -
8 HRA(Hospital) Inspection 500 0 606
Finish the day 500 500 0
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' Establishing a Private Hospital ——

Report submitted by inspection team of DHO 0 0 0
10 |Report submitted by inspection team of HRA 500 0 0
0 500 404
0 0 404
500 500 286.2

11 Getting License
500 303

| 128 |



Establishing a Private Hospital ———

Box-1: Stress Percentage

The distribution of stress across steps has
been calculated by multiplying the total pro-
cess time (including travel, wait, and transac-

Stress Ranking

tion time) of each step with the stress level. 2 2
The Stress % column in the table contains a g s SH 3
percentage representation of stress distribu- 2 S % %;
. ) o—
tion. = > = &
Table-2.2 (C) : Stress Involved in Establishing a Hospital
No | Steps Description Stress Level Stress %
2 0.00
3 0.02
1 | Information Gathering 2 0.02
4 0.03
2 0.02
0.02
CNIC copy 2 0.01
2 0.01
2 0.04
4 0.02
0.42
Photo
0.01
4 0.14
NTN Get NTN 0.03
Gather informa-
tion on opening 2 0.03
bank account
4 0.06
Prepare 2 0.02
2 Docmfments oo > 002
required by DHO B::'?Ing NTN copy 3 0.02
PCDA Account Visit bank 3 0.01
certificate Fill the form 1 0.02
Apply for bank 1 012
account
Finish the day 2 0.11
Verification by bank 4 0.02
Account opened 0.13
2 0.04
4 0.03
1 0.09
4 0.11
4 0.04
0.04
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. Establishing a Private Hospital ———

) 0.01
2 0.03
2 0.03
5 0.00
2 0.02
2 0.03
4 0.05
Online appointment with IBCC > 0.07
(Intra Board Chairman Committee) )
) 0.02
) 0.01
5 0.02
1 0.08
Documepts ) 0.06
preparation
N V|S|.t.C|t|.zen 5 0.09
Domicile |facilitation center
copy data entry/ challan 5 016
submission )
Obtaining e-receipt 5 0.03
Finish the day 3 0.05
ReV|s‘|t‘to collect 2 015
domicile
3 0.00
Application Submission 5 0.07
Check the status ) 0.09
Collect Certificate 5 0.17
5 0.12
FBR NTN ) 0.04
Premises Specification and Location Plan ) 0.07
Building Plan 2 0.09
4 0.03
4 0.00
2 0.00
4 0.16
0.00
Hospital 0.00
Prepare Documents osplta 0.16
3 for HRA Registra-
tion 0.00
0.00
0.00
0.04
0.11
HCE ( Health care Equipment)
. . 0.03
and machinery list
Hiring Doctors 0.03
Finishing the day 0.00
0.04
4 Documents Submis-
sion at DHO office 0.11
0.03
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Documents Submis-

Establishing a Private Hospital ———

> sion at HRA
6 | Wait for Inspection
Drug inspector’s visit
Inspection by DHO -
7 Inspection
(pharmacy)
Finish the day 0.09
| tonb HRA team’s visit 0.01
nspection by -
8 HRA(Hospital) Inspection 0.00
Finish the day 0.02
Report submitted by inspection team of DHO 0.00
10 |Report submitted by inspection team of HRA 1 0.03
1 0.11
1 0.08
2 0.03
11 Getting License
3 0.11
1 0.08
2 0.02
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Establishing a Private Hospital ———

Calculation of Cost of the Sludge

( EMERGENCY
40 PRIVATE ROOMS)

= 2 C
= — @ ICU/ ccu
o 10 BEDS GENERAL @ =5
I WARD ) L
(@) o
= <[ GENERAL WARD
W L
2 @ 15 BEDS LABOR WARD o
L o
2 o LABOR WARD
o) 10 BEDS ICU/ CCU 0
> =
PRIVATE ROOMS @
15 BEDS EMERGENCY

—— @ FULLY FUNCTIONAL
OPERATION THEATRE

p)

L

— DIAGNISTIC CLINIC

=

L

e 7

o

=

IS RADIOLOGY DEPARTMENT
o

A hospital with the above facilities comprises the following sections and human resources




Establishing a Private Hospital ———

<
EMERGENCY WARDS % MEDICAL OFFICERS - 24
OPD T »n NURSING STAFF - 45
ICU/ CCU ‘f, S LABORATORY TECHNICIANS - 9
DIAGNOSTIC CENTER E = OPERATION THEATER ASSISANT - 6
RADIOLOGY DEPARTMENT = @ MID WIVES - 6
SURGICAL CONSULTANCY 5 RADIOLOGY TECHNICIANS - 6
MEDICAL CONSULTANCY 2 WARD BOY - 15

(@n)

(&b

GYNECOLOGY & OBSTERIC MALE NURSE - 18

Identified revenue centers of hospitals we surveyed in terms of revenue percentage are given in the
table below. Based on the information given below, we computed the foregone earnings for 8.5

months.

REVENUE CENTER
DESCRIPTION % OF TOTAL REVENUE

Consultation Fee 52.88

General Surgery 740
Gynecology & Obstetrics
Room Rent

Emergency

[de}
o

Labor War
ICU/ CCU
General Ward
Ultra-Sound

= B K
il <)

>|<

po)

(V)
<

ECG

Complete Blood Test / Urine Test 1.76

The major component of the running cost of a hospital is human resources. A tentative detail of this

particular head is given in the table below.




Establishing a Private Hospital

Human Resource

Description No. of Employees % of Human Resource Cost

Sub - Total 162

The other main head in terms of cost is the investment in machinery and equipment. Based on the

description of the hospital, the following are the head-wise investment requirements.

Description Quantity % of Investment in Machinery

Machinery & Equipment
Radiology Department

Sub - Total

Diagnostic Center

Sub - Total




Machiner & Equipment

Sub - Total

Gynecology, Obstetrics & Pediatrics

Sub - Total 12.98
ICU/CCU (5 Beds)

Sub - Total 33.07
Other Equipments

Establishing a Private Hospital ———




Establishing a Private Hospital ———

The details of investment required on furniture and fixture are as follow.

Details of Furniture & Fixture

Description : % of Investment in Furniture

Furniture

Sub - Total

Fixture

Sub - Total




2.3
SETTING-UP A DIAGNOSTIC CENTER




Setting-up a Diagnostic Center

Under Sections 21 and 22 of the Islamabad Healthcare Regulations Act (2018), it is mandatory for all
healthcare service providers to apply for registration and licensing for their respective healthcare estab-

lishments with Islamabad Healthcare Regulatory Authority.

Obtain PNC p
Certificate

Obtain PCDA
Certificate

Prepare
Documents

Submit
Application

Wait for
Inspection

Wait for
Inspection Report

Obtain
License
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Setting-up a Diagnostic Center

The cost of sludge involved

in obtaining permission to

set up a diagnostic center

can be up to 36.5% of the
total investment.

The process of obtain- The process involves
ing permission to set a moderate stress
up a diagnostic level (3.5/5)
center consumes

around 6.14 months.

The sludge involved in
obtaining permission
to set up a pharmaceu-
tical unit costs the
economy around
0.03% of GDP.

Based on the suggest-
ed recommenda-
tions, the cost of
sludge can be
reduced by 34.2%.
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Setting-up a Diagnostic Center

CHART-2.3 (A) : SETTING-UP A DIAGNOSTIC CENTER

Time
Consumed

O
=

Gather Information

W o~ W

PCDA Certificate

W > W

PNC Certificate

- 31,000 -

Prepare Other Documents

15,320

Submit Application

- o~ W

Wait for Inspection

Inspection by IHRA

m -~ W

Wait for Inspection Report

Obtain License

1000
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Setting-up a Diagnostic Center

SOURCES OF THE SLUDGE

The major sources of sludge are:

\@_

2 months

Waiting for
Inspection by the
IHRA team

Takes around

\@_

Obtaining NOC

from PNC

Takes around
15 days

Obtaining NOC

fromn PCDA
@ Takes around

1 month

NOC from PCDA: To establish a diagnostic laboratory, an NOC from PCDA is required. The issuance of

NOC by PCDA certificate in turn requires that the applicant should have a National Tax Number (NTN),

a bank account, and an attested copy of his/her matriculation certificate.

Bank Account: Opening a bank account takes around 15 days

Matriculation Certificate: The matriculation certificate (of the applicant/owner of the diagnostic center)

has to be attested by the concerned matriculation board.

Inspection by IHRA: Before the approval is granted the center is inspected by the IHRA. This can take

around two months after applying for registration along with all the documents required.

o )

Time Consumed

Total Time 6.14 Months
Agency Time  4.13 Months
Overhead Time 1.33 Months

Process Time 20 days/

Agency Time

The time consumed by the department/agency concerned in processing an activity.

f.

3.5/5 (Moderate
Stress Level)

Definitions

N

Processing Monetary
Cost (excluding
capital investment)

\ Rs. 51,270

Overhead Time
Part of the day was lost due to being involved in this activity.
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Setting-up a Diagnostic Center

COST OF THE SLUDGE

Some aspects of the sludge related costs are captured by considering the following elements of
setting-up a diagnostic center:

1. Human Resource Cost

The application submitted to the IHRA requires the list of nurses and other human resources that have
been hired by the diagnostic center. Therefore, even while waiting for approval and registration, the
owner of the center has to bear the salary cost of hired staff members.

The setup we assumed consists of 29 staff members and 6.14-month delay in the operation costs the

owner around 17.30% of the total investment in terms of HR cost.*

2. Rental Cost
We assume the property where the center is going to be established has been leased on rent. During

the waiting time of permission, the rental cost also has to be borne by the owner of the center.

The average rental cost of commercial properties in Islamabad is around Rs. 550 per square foot>. The
required area to set up a diagnostic center is 1500 sq. ft, therefore, the rental cost of the sludge

accounts for 14.87% of the total investment

3. Cost of Personal Time

The individual who wants to establish the diagnostic center has to invest not only financial resources
but also time. Therefore, the owner may not be able to participate in other economic activities that gen-
erate income.

To capture this opportunity cost of the sludge, we assume that the opportunity cost of the individual
is Rs. 250,000 per month. Based on this assumption, the cost of sludge in terms of personal time

accounts for 4.48% of the total investment.

Head Cost of the sludge

HR Cost 17.30 % of project cost
Rental Cost 14.87 % of project cost
Personal Time Cost 4.48 % of project cost

4Total investment required to start a diagnostic center is around Rs. 35 million excluding monthly rent and salaries.
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Setting-up a Diagnostic Center

COST OF THE SLUDGE IN TERMS OF GDP

To assess the impact of the cost of regulation on the economy, we translate the cost of sludge in
obtaining permission to set up a diagnostic center (36.6% of project value) in terms of GDP. The task
is performed based on the following information: (i) average project cost, (ii) number of licenses issued

during last year, and (iii) population in top 50 cities of Pakistan.

RSo. 1.2.8 RS. 188
million
| 1! n |
! Average Cost of ! : I , !
\ g _ \ Number of licenses AN Per capita cost of /
v sludgeinthe proj- . issued ! ‘. sludgeinlslamabad ,’
Yo ect e N p N ,

Rs. 11.5
billion
1 A I
\ . " 1
\ Cost of sludge in PR Cost of sludge (% /
. ot PR ’
. top 50 cities , . GDP) ,
N 7’ \ 7’
s ~ - s s ~ - <
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Setting-up a Diagnostic Center

CUTTING THE SLUDGE

Steps that can be eliminated: The affidavit requirement of the applications submitted at the IHRA, and
PCDA certificate can be done away with by simply incorporating the required undertakings into one of
the clauses of the application form and taking the consent of the applicant.

The time and money spent on gathering information as to what is the process of establishing a diagnos-
tic center and the sub-processes of getting an NTN or opening a corporate bank account can be
reduced significantly if all the required information is posted on the relevant websites in a user-friendly
manner. In this way, the time spent and the cost in making a trip to relevant offices, waiting for the con-
cerned official, and interacting with the official will be saved.

The boards of intermediate and secondary education take unusually long time in attesting the matricu-
lation certificates. At least a part of the process can be digitized moreover the in-person visit of the

applicants be done away with by entertaining attestation requests through courier.

The office of the Health Regulatory Authority (IHRA) in processing the applications, that is, undertak-
ing a visit of the center, submitting the inspection report, and issuing the final license - this looks like
the usual bureaucratic delay and has to be taken care of by undertaking appropriate reform measures,
such as allowing the operations at the time of application submission and having inspection within a

set period.

Cutting the Sludge: Reduction in Time Consumed and Cost Based
on the Recommendations

34.32% 34.2%

65.00%

Reduction in
Time Consumed

Reduction in
Agency Time

Reduction in
Processing Time

Reduction in the
Cost of Sludge

Reduction in
Overhead Time

50.70% 21.70%

>The average rental value is based on the data collected from the zameen.com
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Partial Elimination Possible .

( Color Legend
=

Digitization Possible .
Suggestion .

Prepare
Documents

Table-2.3 (A): Time Involved in Setting-up a Diagnostic Center

Application form

Copy of
PCDA
certificate

. Transac
Waiting | tion/Pro| Total
cess
45 45
30 60 90
45 45
90 10 30 130
90 5 10 105
90 30 60 180
45 20 10 75
10 10 20
90 10 60 160
45 60 10 115
45 180 225
45 45
90 30 60 180
30 30
10 10
90 30 30 150
90 5 10 105
90 30 60 180
10 10
30 30
45 45
30 30
15 30 45
45 45
30 30
10 10
90 20 10 120
10 10 20
90 15 480 585
10 10 20
90 60 10 160
90 45 5 140
90 10 5 105
45 45
150 30 180
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1,440
(3 days)

7200
(15 days)




Setting-up a Diagnostic Center

45 45
45 45
60 30 920
45 45 7200 1920
15 30 45 (15 days) (4 days)
20 15 60 165
45 15 60 120
45 45
920 60 30 180
120 120 240
45 45
3360
60 60 120 (7 days)
1440
60 60 120 (3 days)
45 45
920 15 10 115
Fee submission 90 45 15 150
Application Submission 90 20
Check the status 10 30 40
Collect Certificate 90 920
Gather information
Challan Form 90 30 10 130
Copy of 920 10 180 280
Pakistan : 10 10
Nursing Copy of all diploma/ Degrees 10 10 1440
Council Attested copy matric certificate 180 180 3 days)
(PNC) 80 80 iy
o (10 days)
Registration [ g\ hmit application 90 30 60 180
Status check 920 30 10 130
Get registration 90 30 10 130
Copy of Degree/Diploma 90 90
HCE (Health Testing 480 480
ea Data Review 120 120
care 3360
Equi 9 Decision 120 120 (7days)
aqwrzr\:]eedn Approve/Disapproved 60 60
PP Finish the day 30 30
Staff list Hire the staff 90 180 1440 1710
Visit 2. IHRA 45 45
Submit . - . ) 480
Submit Application with required documents 30 45 75
Documents (1 day)
Finish the day 45 45
Wait for Inspection 0 28800
(60 days)
) IHRA team visit 45 45
Inspection by Inspection 60 180 240 480
IHRA — (1 day)
Finish the day 45 45
R bmitted by the i i f IHRA 0 7200
eport submitted by the inspection team o (15 days)
Visit-3 HRA 45 45 20 450 4800
Get License Collect license 10 30 40
(1 day) (10 days)
Finish the day 45 45
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Table-2.3 (B): Monetary Cost Involved in Setting-up a Diagnostic Center

Setting-up a Diagnostic Center

Cost (PKR)
No Steps Description
Travel Fee Total
Gath Visit the IHRA 500 500
ather :
1 Informatio Meet officials 0
Finish the day 500
Application form 1000 50 1050
CNIC copy 1000 10 1010
Building plan 1000 1000 2000
. Collect stamp paper 500 100 600
Affidavit =5 affdavit 200 200
Notarize affidavit 1000 1250 1250
Visit photo studio 500 260 760
Photo Attestation 0
Finish the day 500 500
Information gathering 1000 1000
Obtaining| Apply -FBR 0
NTN Obtaining NTN 0
Gather information| 1000 1000
Prepare CNIC copy 1000 10 1000
Documents Business stamp 1000 1000 1000
Utility bill copy 10 10
o NTN-FBR 0
PEN  ['Visit bank 500 500
Copyof [Pank et 0
PCDA account | Fillthe torm
certificate Apply for a bank 0
account
Finish the day 500 500
Verification 0
Account opened 0
2 Collect stamp paper| 1000 100 1100
Affidavit Print affidavit 200 200
avt witnesses sign 1000 1000
Notarize affidavit 250 250
Visit photo studio 1000 250 1250
Photo -
Attestation 1000 1000
Copy degree 1000 10 1000
\élg;trgoncerned 500 500
Documents
submission 500 500
Finish the day 500 500
Attested | Visit-2 to the board| . 500
copy of (3days)
py. Collect attested
Matricul degree 0
ation  [Finish the day 500 500
Online 0
appointment IBCC
Visit National Bank 1000 600 1600
for Challan
Visit IBCC 500 500
Finish the day 500 500
Visit National
Bank for Challan 1000 200 1200
Documents 0
preparation
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N V|5|.t'C|t|.zen 500 500
Domicile | facilitation center
copy Data entry/ challan 0
submission
Obtaining e-receipt 0
Finish the day 500 500
ReV|§|t_ to collect 1000 6000 7000
domicile
Fee submission 1000 1000
Application Submission 1000 1000
Check the status 0
Collect Certificate 1000 1000
Challan Form 150 150
Copyof  photo 1000 10 1010
Pakistan "N copy 1000 10 1010
Nursmg Copy of all diploma/ Degrees 10 10
Council Attested copy matric
(PNC) certificate 30 30
Registration | Attested copy of domicile 10 10
certificate
Copy of Degree/Diploma 50 50
HCE (Health Testing 1000 5000 6000
I Data Review 1000 1000
Eare. ¢ | Decision 1000 1000
qmpmedn Approve/Disapproved 1000 1000
approve Finish the day 0
Staff list Hire the staff 0
Visit 2. IHRA 500 500
Submit : . . .
3 Submit Application with required documents 0
Documents
Finish the day 500 500
4 Wait for Inspection 0
IHRA team visit 500 500
5 Inspection by Inspection 0
IHRA
Finish the day 500 500
6 Report submitted by the inspection team of IHRA 0
Visit-3 HRA 500 500
7 Get License Collect license 0
Finish the day 500 500
Total Cost 67,540
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The distribution of stress across steps has been
calculated by multiplying the total process time
(including travel, wait, and transaction time) of
each step with the stress level. The Stress %
column in the table contains a percentage rep-
resentation of stress distribution.

Table-2.3 (C) : Stress Involved in Setting-up a Diagnostic Center

Stress Ranking

12
o

Low Stress
Mild Stress

Moderate Stress

High Stress

Severe Stress

No Steps Description
Cath Visit the IHRA
ather -
1 Informatio Meet officials
Finish the day
Application form
CNIC copy
Building plan
) Collect stamp paper
Affidavit Print affidavit
Notarize affidavit
Visit photo studio
Photo Attestation
Finish the day
Information gathering
Obtaining| Apply -FBR
NTN Obtaining NTN
Gather information
Prepare CNIC copy
Documents Business stamp
Utility bill copy
o NTN-FBR
bfr?l? Visit bank
Copyof |- " Junt | Fill the form
PCDA
certificate Apply for a bank
account
Finish the day
Verification
Account opened
2 Collect stamp paper
Print affidavit
Affidavit —; -
witnesses sign
Notarize affidavit
Visit photo studio
Photo -
Attestation
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Stress Level

Stress %

0.36

1.19

0.24

1.72

0.56
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0.60

0.16

1.69

0.91

2.98

0.24

1.90

0.40

0.05

1.98

0.56

1.43

0.05

—_

0.08

0.24

0.24

0.60

0.12

0.40

0.03

0.95

0.21

4

0.26

0.85

1.85
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Copy degree

Visit concerned
board

Documents
submission

Finish the day

Visit-2 to the board
(3days)

Attested
copy of

Collect attested

Matricul degree

ation Finish the day

Online
appointment IBCC

Visit National Bank
for Challan

Visit IBCC

Finish the day

Visit National
Bank for Challan

Documents
preparation

Visit citizen

Domicile | facilitation center

Data entry/ challan
submission

copy

Obtaining e-receipt

Finish the day

Revisit to collect
domicile

Fee submission

Application Submission

Check the status

Collect Certificate

Challan Form

Copy of

Submit
Documents

Photo
Pakistan CNIC copy
Nursing Copy of all diploma/ Degrees
Council Attested copy matric
(PNO) certificate
Registration | Attested copy of domicile
certificate
Copy of Degree/Diploma
Testing
HCE (Health
) (Hea Data Review
Ea e‘ 9 Decision
aqulrlzm;n Approve/Disapproved
pprov Finish the day
Staff list Hire the staff
Visit 2. IHRA

Submit Application with required documents

Finish the day

Wait for Inspection

Inspection by
IHRA

IHRA team visit

Inspection

Finish the day

Report submitted by the inspection team of IHRA

Get License

Visit-3 HRA

Collect license

Finish the day
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0.28

0.60

2.38

0.24

0.36

1.19

0.24

0.06

1.75

o

1.59
0.24

u"‘IU‘I

2.38

254

I

0.60

1.59
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Setting-up a Diagnostic Center

Calculation of Cost of Sludge

The project we assumed requires fixed investment in the following heads:

Head-wise Investment Requirements
(% of total investment)

Machines 75.57
Office Equipment 23.64
Furniture & Fixture 0.29
Machine Maintenance 0.49

The description of staff has been provided in the following table:

Description of Staff

Title Number Monthly Salary (PKR)
Radiologist 3 70000
Biochemist 2 65000
Pathologist 2 45000
Technologist 2 55000
Microbiologist 2 18000
Doctor 2 55000
Lab Technician 3 18000
In Charge 2 35000
Receptionist 2 20000
Guard 2 15000
Cleaning Staff 3 15000
Office Boy 4 10000
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2.4
SETTING-UP A PHARMACY



THE PROCESS OF SETTING-UP A PHARMACY

Rent-
/Lease a

shop

Prerpare
Documents for
PCDA

Prepare
Documents
for DHO

Obtain
PCDA
Certificate

151

Submit
Application

Wait for
Inspection

Setting-up a Pharmacy in Islamabad

Obtain
License

Wait for
Inspection
Report




Setting-up a Pharmacy in Islamabad

The cost of sludge involved

in obtaining permission to

set up a diagnostic center

can be up to 6.5% of the
total investment.

The process of obtain- The process involves
ing permission to set a moderate stress
up a pharmacy con- level (3.2/5)
sumes around 7.2

months.

The sludge involved in N\
obtaining permission 9 ‘— 3
to set up a pharmaceu- : 5
tical unit costs the
economy around
3.75% of GDP.

Based on the suggest-
ed recommenda-
tions, the cost of
sludge can be
reduced by 28%.




Setting-up a Pharmacy in Islamabad

CHART-2.4 (A): SETTING-UP A PHARMACY

Time
Consumed

Find a Shop
5,571

Lease/Rent Agreement

- 47,058 -

Prepare Documents for registration with PCDA

26,393

Application for PCDA certificate

NOC for pharmacy from DHO-Prepare Documents

- 6,650 - 3.5/5

Apply to DHO for NOC

1,505 3/5

Wait for Drug inspector’s visit/Report Submission

- 421 - 2.5/5

Collect NOC

e -
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Setting-up a Pharmacy in Islamabad

SOURCES OF THE SLUDGE

[ The primary sources of sludge are: ]

Verification of
B-Pharmacy
degree from
the PMDC

on W e Em e,

-

Drug inspector’s
visit of the site
to inspect the
shop and allow
pharmacy license

S Em S B Em e

L T N Ry

[ The two steps mentioned above together take more than two months J

Time Consumed

.J

7.2 Months
Agency Time 2.4 Months
Overhead Time 4.4 Months
12 days

Total Time

Process Time

~

Processing Monetary

3.2/5 (Moderate ’ Cost (excluding
Stress Level) capital investment)
Rs. 96,326

DEFINITIONS

Agency Time

The time consumed by the department/agency concerned in processing an activity.

Overhead Time

Part of the day was lost due to being involved in this activity.
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Setting-up a Pharmacy in Islamabad

COST OF THE SLUDGE

/o 1. RENTAL COST .

The sludge involved in obtaining permission also cost in terms of rent of the property where
the pharmacy is supposed to operate.

The ideal size for a pharmacy is around 750 sq. ft. , while the average rent of a shop based on
data collected from zameen.com is Rs.550 per sq. ft.

Thus, the average monthly rent for the shop is around Rs. 400,000. Therefore, the cost of

7.2-month sludge is around 42.66% of the project value, given that total cost of the project is

L Rs. 70 million. )

9 2.COST OF PERSONAL TIME

The individual who wants to open a pharmacy would most probably be a pharmacist.
However, being involved in setting up the pharmacy means he would not be fully employed
or engaged in other economic activities.

This cost of sludge is captured by assuming the average monthly salary of a pharmacist. The
data on the average salary of a pharmacist was collected from the payscale webpage. Based

on the time duration involved in setting up the pharmacy, this head accounts for around
L 3.82% of the project value.

Head Cost of the sludge

Rental Cost 42.66 % of project cost

Personal Time Cost 3.82 % of project cost
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Setting-up a Pharmacy in Islamabad

COST OF THE SLUDGE IN TERMS OF GDP

To assess the impact of the cost of regulation on the economy, we translate the cost of sludge in
obtaining permission to set up a pharmacy (46.5% of project value) in terms of GDP. The task is per-
formed based on the following information: (i) average project cost, (ii) number of licenses issued
during the last year, and (iii) number of district health offices. The underlying assumption in calculating
the sludge from other cities of Pakistan is that the number of licenses issued are 50% fewer than

issued in Islamabad.

Rs. 748.3
million
I
I
" Average Cost of ) '\ Numberoflicenses  / "\ Cost of sludge in ’
\ sludge in the ’ \ issued s Islamabad !
S i 4 S ’ S ’
. project , . P . p
\\~ ”/ \\~ ”/ \\~~ —”/

1828

\ / v Number of licenses PR Cost of sludge (% /
\ / \ H V4 \ 4
N , N issued across , N GDP) .

N i 4 N 7
S R4 . Pakistan ~ .~ .
S e - ~~___—’ N e =

‘ Number of DHOs
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Steps to be eliminated through digitization:

Visit the DHO to gather information regarding
pharmacy-specific requirements - the information
can be posted on the website, in English and Urdu
in a user-friendly manner

Deposit of License fee in the bank - online pay-
ment of license fee should be allowed

Attested copy of CNIC - The CDA should have the
facility to directly access the particulars from
NADRA records - Mentioning the CNIC number in
the application form should be sufficient.

2nd visit to DHO to apply for the license to oper-
ate a pharmacy - the facility of electronic submis-
sion should be available.

Final visit to DHO to collect license - The license
when issued can be shared with the applicant elec-
tronically
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Setting-up a Pharmacy in Islamabad

Cutting the Sludge: Reduction in Time Consumed and Cost Based
on the Recommendations

Reduction in
Processing Time

28%

27.61%

24.00%

Reduction in the
Cost of Sludge

Reduction in
Agency Time

Reduction in
Time Consumed

Reduction in
Overhead Time

24.50%

34.70%
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Partial Elimination Possible .

( Color Legend )
l

Digitization Possible .

Table-2.4 (A) : Steps and Time Consumed in Setting-up a Pharmacy

Setting-up a Pharmacy in Islamabad

No

Step

Description

Time (minutes)

Travel

Find a shop

Visit the realtor

Indicate Preferences for
renting a shop

Finish the day

Visit-2 the realtor

Site visit

Finish the day

Visit-3 to the realtor

Meet the owner

Finish the day

Lease
Agreement

Collect the stamp paper

Print lease agreement

Signature of witnesses

Pay Advance for renting the
shop

Gather
Information

Finish the day

Obtain NTN |-2PPY -FBR

Obtain NTN

Gather
information

CNIC copy

Business stamp
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. Transac-
Waiting | tion/ | Total
Process

Time

Overhead

Agency
Time

3360
(7 days)




Setting-up a Pharmacy in Islamabad

Get
Registered
with PCDA

Open Bank
Account

Utility bill copy

NTN-FBR

Visit bank

7200
(15 days)

Fill the form

Apply for bank
account

Finish the day

Verification

Account opened

Affidavit

Collect stamp
paper

Print affidavit

Obtain signature
of witnesses

Notarize
affidavit

Photo

Visit photo
studio

Attestation

Attested
copy of
Matriculation

Copy degree

Visit concerned
Board

Submit
Documents

Finish the day

Visit-2 to the
Board (3days)

Collect attested
degree

Finish the day

Online
appointment
IBCC

Visit National
Bank for Challan
to deposit fee

Visit IBCC

Finish the day
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Lease copy
Agreement
Copy Attestation
Collect stamp
paper
Prepare Affidavit PﬂntafﬁdaYn
Documents witnhesses sign
to be Notarize
Submitted affidavit
along with .
application VISIt-phOtO
for license | Photo studio
to operate Attestation
a pharmacy Copy
D-ph -
pharmacy Attestation
Copy of PCDA's certificate
NTN-FBR
Location plan and
specification of the premises
Submit
Documents
Drug inspector visit
Inspection | Inspection
Finish the day
Inspector’s | Report submited by the
Report inspector to DHO
Collect
License

Setting-up a Pharmacy in Islamabad

4800
(10 days)

480
(1 day)

7200
(15 days)

3360
(7 days)
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Setting-up a Pharmacy in Islamabad

Table-2.4 (B) : Monetary and Opportunity in Setting-up a Pharmacy

Cost Opportunity
Travel Fee Total Cost

No Step Description

Visit the realtor

Indicate preferences for
renting a shop

Finish the day

1 Find a Visit-2 to the realtor

shop Site visit

Finish the day

Visit-3 to the realtor

Meet the owner

Finish the day

Collect the stamp paper

Print lease agreement

) Lease Obtain signature of witnesses

Agreement | pay Advance for renting the
shop

Finish the day

Gather
Information

Gather Information
Apply -FBR
Obtain NTN

Gather
information

CNIC copy
Business stamp
Utility bill copy
NTN-FBR

Open Bank Visit bank

Get Account Fill the form

4 Rggistered Apply for bank
with PCDA account

Finish the day
Verification

Obtain NTN

Account
opened

Collect stamp
Affidavit paper
Print affidavit
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Setting-up a Pharmacy in Islamabad

Obtain
signature of
witnhesses

Get
Registered
with PCDA

Notarize
affidavit

Photo

Visit photo
studio

Attestation

Attested copy
of
Matriculation

Lease
Agreement

Copy

Copy degree

Visit concerned
Board

Submit
Documents

Finish the day

Visit-2 to Board
(3days)

Collect attested
degree

Finish the day

Book Online
appointment
with IBCC

Visit National
Bank for Challan
fee deposit

Visit IBCC

Finish the day

copy

Attestation
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Setting-up a Pharmacy in Islamabad

Collect stamp
paper
Print affidavit
Prepare .
N Obtain
Affidavit
Doignggnts avi signatures of
submitted witnesses
along with Notarize
application affidavit
for license Visit photo
ogrere | oo | sude
P y Attestation
Copy
D-ph .
pharmacy Attestation
Copy of PCDA's certificate
NTN-FBR
Location plan and specification
of the premises
Submit
Documents
Drug inspector’s visit
Inspection | Inspection
Finish the day
Inspector | Report submitted by the
Report inspector to DHO
Collect
License
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The distribution of stress across steps has
been calculated by multiplying the total
process time (including travel, wait, and
transaction time) of each step with the
stress level. The Stress % column in the table
contains a percentage representation of stress
distribution

Low Stress
Mild Stress
Moderate Stress

Table-2.4 (C) : Stress Level in setting-up a Pharmacy

High Stress

Severe Stress

No Step Description Stress Level Stress %
Visit the realtor 2 0.4
Preferences Indication 4 1.3
Finish the day 2 0.4
Visit-2: the realtor 1 0.2
1 Find a Shop | Site visit 4 2.4
Finish the day 1 0.2
Visit-3 the realtor 2 0.4
Meet the owner 3.0
Finish the day 2 0.4
Collect the stamp paper 2 0.7
Print lease agreement 5 0.2
Lease . -
2 Agreement Obtain signature s of witnesses 5 2.2
Pay advance money 4 0.2
Finish the day 2 0.4
Gath Visit DHO 2 0.4
3 ather . -
Information LCollect information 4 1.1
finish the Day 2 04
Gather Information 2 1.6
Apply- FBR 4 0.5
Obtain NTN bPly
Obtain NTN 4 0.2
Gather Information 2 0.4
4 Ge.t Register CNIC copy 2 03
with PCDA
Open Bank Buisness stamp 3 24
Account Utility bill copy 1 0.0
NTN-FBR 1 0.1
Visit bank 2 0.4
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Setting-up a Pharmacy in Islamabad

Prepare
Documents

Fill the form 4 0.5

Apply for bank account 5 1.0

Finish the day 2 0.4

Verification 4 0.5

Account opened 1 0.0

Collect stamp paper 4 0.7

o Print affidavit 4 0.4
Affidavit Witnesses sign 12.9
Notarize affidavit l 0.4
Visit Photo studio 14|
Photo Attestation 3.8|
Copy drgree 0.3
Visit concerned Board 2 0.4

Submit documents 4.0

Finish the Day 2 0.4

Attested copy | Visit-2 to Board (3 days) 0.4
of Collect attested degree 4 1.6

Matriculation

finish the Day 2 04
Online Appointment IBCC 5 1.0|
Visit National Bank for Challan 4.6|
Visit IBCC 5.0|

Finish the Day 1 0.2

3 1.6

2 0.4

3 1.5

Fee submission 33
Application Submission 5 0.7
Check the status 5 0.7
Certificate reception 5 0.7
CNIC copy Copy 2 0.0
(4 copies) Attestation 5 0.1
Lease Copy 2 0.0
Agreement Copy | Attestation 5 0.1
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Setting-up a Pharmacy in Islamabad

Collect stamp paper 4 0.7
Affidavit Print affidavit 5 0.4
witnesses sign 5
Notarize affidavit 4 0.4
Visit photo studio 2 0.0
Photo -
Attestation 5 0.1
Co 5 0.1
D-pharmacy Py -
Attestation 2 0.0
Copy of PCDA's certificate 2 0.0
NTN-FBR 2 0.1
Location plan and specification of the A 05
premises '
Visit-2 DHO 2 0.4
Submit : -
Documents Submit application 5 1.3
Finish the day 2 0.4
Drug inspector visit 2 0.4
Inspection Inspection 5 0.8
Finish the day 1 0.2
Inspector . .
Report Report submitted by inspector to DHO 1 0.0
2 0.4
Get License 3 0.5
1 0.2
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Setting-up a Pharmacy in Islamabad

Table-2.4 (D) : Steps Inovolved in Setting- up a Pharmacy (As per Official Claim)

Compiling
the file

Scrutiny
the file

DHO mark to
the P.A branch

Sending degree
to PMDC
for verification

After inspection
send report to
DHO office

DHO office
provide license
to the retailer

Lobobobebeds

Entering the
application

in the system
(allot file number)

Sending file to
RNI office

Forward
to DHO office

Compiling
the file

Drug inspectors
visit for inspection
(Retailer shop)

Retailers visit to
DHO office to
check the status
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SLUDGE FROM OTHER SECTORS @

— Recruitment through the Federal Public Service Commission (FPSC).
— Pension: Kick-off Process.

— Setting-up a Petrol PumpSetting-up a Pharmacy.

| Trade License.



3.1

RECRUITMENT THROUGH
THE FEDERAL PUBLIC SERVICE
COMMISSION (FPSC)




The Federal Public Service Commission has been mandated to conduct tests and examinations for the
recruitment of persons in civil posts in connection with affairs of the Federation in basic scales 16 and

above or equivalent.

THE PROCESS OF FPSC's RECRUITMENT

Wait for
Interview

Submit
Documents

Gather
Information

Wait for
TestResult & | Interview B

Submit
Application

Wait for
Interview
Result

Wait for
Joining

Federal Public Service Commission Recruitment ———
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Time Consumed Monetary Cost

(PKR)

(Days)

——=o TOTAL COST

TOTALTIME &——
15,678

2.1 Years

Moderate Stress

.Mild Stress
O
.Hiﬁh Stress
'Sever Stress

Low Stress
D

AGENCYTIME o——

2.16 Years |

PROCESSTIME @ Stress Level 3.7
4.7 Days

OVERHEAD TIME ¢
9 Days

DEFINITIONS
Agency Time

The time consumed by the department/agency concerned in processing an activity.

Federal Public Service Commission Recruitment ———

COSTS OF THE SLUDGE

Overhead Time
Part of the day was lost due to being involved in this activity for a fraction of the day.
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Federal Public Service Comnmission Recruitment ———

CHART-31 (A): FPSC's RECRUITMENT PROCESS

Gather Information

| L

Prepare Documents

P 2000 g 36/5

Submit Application

- 3,000 - 4/5

Wait for Test Date

| W

Test

- 1,500 - 3/5

Wait for Test Result

| L

Documents Submission

- 6,600 - 3.2/5

Wait for Interview

| L

Interview

- 1,500 - 5/5

Wait for Interview Result

| L

Wait for Joining

- 2/5

Time
Consumed
(Days)

Joining
1,000 5/5
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SOURCES OF THE SLUDGE

The selection process for the job applications of different kinds processed by the Federal
Public Service Commission is extremely time-consuming - the process involving; test and
interview consumes over two years.

The candidates spend most of this time waiting for the following:

An Approximate Number of Days:

Selection

Test Date Announcement
Test Result Joining

180 Days

90 Days

Interview Date Total

The primary issue is centralization - selection process of several jobs is
conducted together.

Federal Public Service Commission Recruitment ———
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Federal Public Service Commission Recruitment

For comparison, the time taken by the Civil Service Commission in New Jersey, USA to
process similar recruitment is given below

Civil Service Commission

New Jersey, USA
4-5 Months

Online application submission
= Documents
o Application form
°CV
® Personal statement
® Fee (315)
Application Scrutiny. (1 month)
Online Test. (1 month)

Online Interview. (1 month)

Table-3.1 (A) : Steps involved and Time Consumed in FPSC Recruitment

Time (minutes)
No Step Overhead | Agency
Transac-
Travel | Waiting| tion/ Total
Process
1 Gather Information (advertisement) 30 30 (1/224d2y)
CNIC scan 20 10 5 105
Prepare 480
2 Documents Degree scan 20 20 (1 day)
Domicile scan 5 5
3 | Fill online form 20 120 140 | 5%,
Pay Challan Form 45 10 5 60
Chall Visit National Bank 20 20 240
allan
4 submission Pay Challan form 30 10 40 (172 day)
Scan 90 5 95
Upload 5 5
5 Wait for test date 0 (125%?12;2)
6 Print Roll Number Slip 90 10 10 110
7 Visit Test Center 90 60 150 480
8 Attempt Test 30 120 150 (1 day)
9 Wait for result announcement (188604(;9)2)
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10 Recieve Result 30 30
C 45 10 5 60
CNIC Opy
Attestation 120 45 5 170
Prepare .| Copy 5 5 480
Copy 20 20
Degrees -
Attestation 5 5
12 | Post Documents 920 30 30 150 480
13 | Waitforinterview call (12?8 ggg
14 Interview Call 10 10
15 Visit the Center for Interview 20 240 30 360 (ﬂgg)
16 Wait for recommendation (152706(885)
17 List of selected Candidates 10 10
. 480 43200
18 Join 45 30 60 135 (1 day) (90 days)
Total Time (Days) 4.1 7.5 750




Table-3.1(B) : Monetary and Opportunity Cost in FPSC Recruitment

Cost i
No Step Travel Fee Total Oppgggl:nlty
1 Gather Information (advertisement) 0 101.0
CNIC scan 1,000 10 1,010 3535
y) PDroecplfr:\een ts Degree scan 10 10 67.3
Domicile scan 500 500 16.8
3 | Fillonline form 0 471.3
Pay Challan Form 500 10 510 202.0
Visit National Bank 1,000 1,000 303.0
4 | Challan Pay Challan form 300 300 134.7
submission
Scan 10 10 319.8
Upload 0 16.8
5 | Wait for test date 0 0.0
6 | Print Roll Number Slip 500 10 510 370.3
7 | Visit Test Center 1,000 1,000 505.0
8 | Attempt Test 0 505.0
9 | Wait for result announcement 0 0.0
10 | Recieve Result 0 101.0
Copy 1,000 10 1,000 202.0
dilie Attestation 0 572.3
Co 10 10 16.8
1 Ergchlfrrneents Domicile Attzz/tation 0 16.8
Degrees Copy . 10 10 67.3
Attestation 0 16.8
12 | Post Documents 1,000 200 1,200 505.0
13 | Wait for interview call 0 0.0
14 | Interview Call 0 33.7
15 | Visit the Center for Interview 1,000 1,000 1,212.0
16 | wait for recommendation 0 0.0
17 | List of selected Candidates 0 33.7
18 | Join 1,000 1,000 4545
Total Cost 9,080 6,598.7




Federal Public Service Commission Recruitment

The distribution of stress across steps has
been calculated by multiplying the total
process time (including travel, waiting, and
transaction time) of each step with the
stress level. The Stress % column in the table
contains a percentage representation of stress
distribution

Table-3.1(C) : Stress Level in FPSC Recruitment Process

Low Stress
Mild Stress

Moderate Stress

High Stress

Severe Stress

No Step
1
CNIC scan
Prepare
2 | Documents Degree scan
Domicile scan
3 | Fill online form
Pay Challan Form
Visit National Bank
4 sCLTSrILai?sion Pay Challan form
Scan
Upload
5 | Wait for test date
6 | Print Roll Number Slip
7 | Visit Test Center
8 Attempt Test
9 | Wait for result announcement
10 | Recieve Result
Copy
CNIC Attestation
11 | Prepare Copy
Documents Domicile ["Attestation
Copy
Degrees Attestation
12 | Post Documents
13 | Wait for interview call
14 | Interview Call
15 | Visit the Center for Interview
16 | wait for ecommendation
17 | List of selected Candidates
18 | Join
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Stress Level

Stress %

0.8

3.9

0.8

0.3
8.8
3.8

5.6

25

24

0.1

0.0

4.1

3.8
94
0.0

1.1

1.5
8.5
0.1

0.3

0.5

0.3
94
0.0

0.6
22.5
0.0

0.6
8.4




Table-3.1(D): Steps and Time Involved in Processing Applications within FPSC

Federal Public Service Commission Recruitment ———

STEPS Description Time (Days)

Advertisement of Vacancies (Three different advertisements

processed together

Syllabus for test

Further arrangement

Conducting Test

Grading Test

Result Preparation

Selection of panel for interview

Conducting interviews

Recommendation

Joining

3

07

-H

120

120

120
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3.2
PENSION: KICK-OFF PROCESS




Pension Kick-Off Process

CHART-3.2 (A) : KICKING OFF THE PENSION

Time
Consumed
(Days)

09
s

Application Routed

W O W

Submit Documents to Retiring Officer

W 2 W

Retrieval of Service Record

2,404

File sent to Secretary Finance

File sent to Ministry of Secretary

N o~ W

File sent to Chief Secretary

= W

File sent to Accountant General

2,404
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Pension Kick-Off Process

TIME CONSUMED IN PAYMENT OF PENSION DUES

It takes an employee an average of around six months to get
pension dues for the first time after retirement. The delay in
getting pension dues is a source of high stress (3.8/5) for the

retired employee and the family concerned.

Sources of Sludge

\
G
_/

4 )

©
—
\

Retrieval of Service Records Excessive Hierarchy
The biggest source of sludge in getting pension dues Excessive hierarchy, and approval of even
at the time of retirement comes from the retrieval of petty things at the level of the Secretary of
service records. An employee has served in several the ministry concerned - this includes the
o departments/offices - at times even outside the o o issuance of retirement letter and allowing o
province of his original employment, during his/her transmission of submitted documents to
entire service. Given how records are maintained, another department for verification.

retrieving service record from the
departments/offices where an employee has served,
at times becomes a nightmare

\_ J \ J
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Pension Kick-Off Process

COST OF THE SLUDGE

The delay in payment of pension, especially the lump sum commutation, has an opportunity cost in the sense
that use that the employee would like to make good use of the lump sum amount gets delayed. Suppose the
employee has to receive Rs. 1.0 million in a lump sum at the time of retirement. Assuming that he/she would
like to place the money in the certificates of National Savings Account that pay profit @ 10% per annum.
Assuming that the payment of pension is delayed by 6 months, then this would cost the retired employee

Rs.500,000/- in terms of interest income/profit lost.

RENTAL COST

If he/she is living in rented accommodation and wants to use the money for constructing/owning a home
where he/she would move in. but due to sludge, he/she has to bear the rental cost for extra 6 months. Based

on the average rental value of a 5 marla house in Islamabad, the rental cost will be around Rs. 420,000.

CONSTRUCTION COST

The appreciation in construction cost/real estate prices is the opportunity cost of delayed payment. The
delays in obtaining pension proceed for 6 months can cost around 4.99% increase in the construction cost,

keeping in view the current price hike in the construction industry.

CUTTING THE SLUDGE

1- ELIMINATING UNNECESSARY STEPS

{}QQ Approval of the Chief Secretary need not be required - if the
O Secretary can take decisions in respect of employees in BPS
a;) 1-19 he/she can do so for others as well.

Budget provision can be made based on the date of retirement as

per record (the likelihood of deviations is smaller). The budgetary ‘
provision thus prepared would be slightly on the higher side as 9'
some of the employees retiring e.g., in 2022 may not manage to

get the pension approval processed.
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Pension Kick-Off Process

2-DIGITIZATION

All documents in respect of an employee be placed in the electron-
ic/digitized personal folder of employees as well as in a data bank
- this will make retrieval easier, and the chances of loss will be

lesser. Rather than asking the retiring employee to submit required

documents, the documents be retrieved from the digitized person-
RETRIEVAL OF SERVICE RECORD al folder/data bank and be shared with the employee for verifica-
tion. Any discrepancy can be sorted out - thus the DG health step
can be eliminated or at least the time is taken in covering this step

can be reduced significantly.

FURTHER SUGGESTIONS

Ideally, the process of estimating pension dues and approving payment should start at least six months
before the retirement of an employee - many things can be sorted out more efficiently while the em-

ployee is on the job and easily accessible.

TARGET:

The cheque of retirement benefits/pension dues is handed over to the retiring employee during
his/her last week in the office at a farewell arranged by the department/entity concerned. Failure to
comply with the target should attract adverse performance reviews for the officers/authorities
concerned. (This will help make things move faster).

To facilitate faster payments, make it a legal right of the retired employee that pension dues shall be
paid him/her latest by the first day of his retirement. The employee should be paid interest @ KIBOR
for a delayed on the lump sum amount due. This cost born for delayed payments will make things move
faster in government. This will also cause taking to task the officials responsible for such cost to the

government
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Pension Kick-Off Process

COST OF THE SLUDGE IN TERMS OF GDP

To assess the impact of the cost of regulation on the economy, we translate the cost of sludge in kick-
ing off the pension process (94% of gratuity) in terms of GDP. The task is performed by gathering
information related to the average cost of sludge faced by a retiring official and the number of cases

processed by the Accountant General Pakistan Revenues (AGPR).

Rs. 5.6
942 000 billion

The average )
Th t of ber of & \ Cost of sludge in , Accountant
number of cases
\ e average cost o , \ / \ Islamabad y \\ Generals /,

v sludgeinacase 7 A processed ’ A 4
~ e S /

Rs. 22.6
billion

\
\ Cost of sludge in / \
N top 10 cities ’ N GDP) ’

’ \ ’
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Table-3.1 (A : Steps and Cost Involved in Kicking-off the Pension

o ) Diary Section 1
Appllcathq submitted Section Office 15
by the retiring employee Dv Secretar > Tri
for issuance of Y. y 5 fps
retirement letter Additional Secretary 4
DG/Secretary 5
Diary Section 1
Documents submitted | Section Office 3
by the retiring officer | Dy- Secretary 3 1 Trips
Additional Secretary 2
Secretary 1
Director General Health |Diary Section 1
— for retrieval of service |Section Office 20
record: Place of Dy. Secretary 5 2 Trips
postings, leave status, | Additional Secretary 3
Move overs (if any) Secretary 3
Diary Section 1
File sent to Finance Section Office 15
Division for provision of Dy. Secretary 5 2 Trips
budget Additional Secretary 2
Secretary 3
Diary Section 1
File sent to secretary Section Office 15
Health (for approval Dy. Secretary 5 2 Trips
pension) Additional Secretary 3
Secretary 3
File sent to Chief Diary Section 1
Secretary (for approval off Section Office 3
pension of BPS 20 & Dy. Secretary 4 1 Trips
above) Chief Secretary 5
File S_ent to Accountant General for Payment of 30 2 Trips
Pension Dues
Total 168 12

12,800

Pension Kick-Off Process

202
202

202

202
202

202
202

202
202

202

404

242

RSX




Pension Kick-Off Process

Table-3.2 (B) : Stress Level in Kicking-off the Pension

Diary Section

Application submitted

Section Office

by the retiring employee

Dy. Secretary

D
(o]

for issuance of
retiremenet letter

Additional Secretary

w
ol

DG/Secretary 8
5 bmitted Diary Section -
ocuments submitte Section Office 2!

by the retiring officer

Dy. Secretary

NE

'IIIII
N
—

Additional Secretary

Secretary 1.0
Director General Health - | Diary Section 0.7
for retrieval of service Section Office

record: Place of postings,

Dy. Secretary

H

Leave Status, Move overs

Additional Secretary

(if any)

NN W
o R Ao} o)}

Secretary .
Diary Section 0.7
File sent to Finance Section Office

Division for provision of

Dy. Secretary

H

budget

Additional Secretary

N|—=]| W
O[O

Secretary )
Diary Section 0.7
File sent to secretary Section Office

Health (for approval Dy. Secretary I 36
pension) Additional Secretary _ I

Secretary I 2
File sent to Chief Diary Section - 1.0
secretary (for approval | Section Office - 1.4
of pension BPS 20 & Dy. Secretary ] 2.9
above) Chief Secretary L 24

NWIN[A[A]|APIWINIW|SA|[DR([fWIWW [ DIDRIWINIW[ARIWIWIW|DR|D[D[DIN[PS

File sent to Accountant General for

Payment of Pension Dues

<
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3.3
SETTING-UP A PETROL PUMP



THE PROCESS OF SETTING-UP A PETROL PUMP

Application by

OMC for NOCs

Commencement of
Business

A

Application by
the dealer for

Explosive
Feasibility Study Department
by OMC NOC

Inspection by the
Explosive

Construction and Department

Infrastructure

v

Application to
OMC

Inspection by the
OMC Engineer

Setting-Up a Petrol Pump ———
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The cost of sludge that is

involved in  obtaining

permission can be up to 8.2
% of the project value.

The process of obtaining The process involves a

permission to set up a high-stress level (4/5).
petrol pump consumes

moe than 1 year.

The sludge involved in
obtaining permission to

set up a pharmaceutical
unit cost the economy
around 0.01% of GDP.

Setting-Up a Petrol Pump ———
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Setting-Up a Petrol Pump

CHART-3.3 (A): SETTING-UP A PETROL PUMP

Time
Consumed

(Days)

O
A
A
AT
L su/amont
A
AR

11/2 ~1,000 3.3/5

~10,001,500

: R

4/

~1,000 2/5

~3,160 3/5

8 1/4 month 5/5

~28,270 4.5/5

w
o

~50,001,000 4.5/5
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SOURCES OF THE SLUDGE

Setting-Up a Petrol Pump ———

The OMCs take around two months to process the application for setting up a petrol pump.

This is too long a period.

NOCs from a host of government agencies begins - NOCs from the following 14 different

agencies are required:

0aaOa0a0a0a0202020

CDA

Traffic Police
Municipal
Committee
Highway
Department
Civil Defence

PTCL

Irrigation
Department

Forest

Environment
Protection
Agency

Department

Q@

Ministry of
Productions

Explosives
Department

Seeking most of the NOCs consumes around three weeks each - in total, these NOCs
consume around 42 weeks, with just the NOC from the Explosive Department consuming

as much as 8 weeks.
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Setting-Up a Petrol Pump ——

Time Consumed Processing Monetary Cost

(Days) (excluding working capital)

TOTALTIME o&——
13.71 months

Moderate Stress

Mild Stress

High Stress
[ )

Sever Stress
[ )

Low Stress
() )

AGENCY TIME

13.10 months —‘ r

PROCESSING TIME &—— .
6.2 days High Stress Level 4/5

OVERHEAD TIME o
12 days

——o Rs. 10,086,513

Agency Time:

The time consumed by the department/agency concerned in processing an activity.

Overhead Time:
Part of the day lost due to being involved in this activity for a fraction of the day.
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COST OF THE SLUDGE

01 Foregone Income Due to Financial Security]

The dealership license requirements set by the OMCs also involved a hefty amount to be submitted

as security money at the time of application.

On average the amount required is around Rs. 10,000,000. However, the process takes more than
one year, and the amount submitted within OMC could have been used alternatively to generate revenue.
This opportunity cost has been captured by assuming the alternate option of investing the said amount
in a risk-free investment with an annual rate of return of 10%.

The calculated cost of sludge under this head is around 1.64% of the total investment in the project.

02

Foregone Rental Value j

Another indirect cost that falls on the shoulders of the dealer is that for one year his plot remains
unutilized. To capture this, we assumed that the proposed site of the petrol pump could have been

rented out as a parking lot.

We collected the data on parking plots available for rents from zameen.com and OLX. Based on the
average rental values (Rs. 30 per sq. ft.) and size of our proposed site (3 Kanals) this head accounts for

6.56% of the total project cost.

Head Cost of the sludge
(% of the Value)
Foregone Income due to financial Security 1.66
Foregone Rental Value 6.56
Total 8.23

0
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COST OF THE SLUDGE IN TERMS OF GDP

To assess the impact of the cost of regulation on the economy, we translate the cost of sludge in
obtaining permission to set up a petrol pump (8.22% of project value) in terms of GDP. The task is per-
formed by taking into consideration information about the average cost of setting up a petrol pump
and the average number of licenses issued during a year. The average number of licenses issued in a

year has worked out by considering the increase in number of petrol pumps from 2013 to 2021.

Rs. 5.6
942 000 billion

‘ Number of licenses

Cost of sludge 1 \ Cost of sludge (% ,
\ The average cost of , \ issued P \ ’ \\ GDP) ,/
S sludge in a project 2 A % s ’
s ~ ’ ‘ N ~ s ’ N ~ s ‘ N S s ’

Cutting the Sludge

NOCs from some of the departments are not required, or at least all petrol pumps may not require all
NOCs - For example, if a petrol pump to be set up in an urban area does not fall under the jurisdiction
of the forest department it may not be required to seek NOC from the department.

In Faisalabad, the District Petrol Pump Committee has done with the NOCs required from; Forest
department, Irrigation department, PTCL, FESCO (Electricity distribution companies), and the Faisalabad
Development Authority - the CDA can work on similar lines - abolishing these NOCs would cut the
sludge significantly.

Moreover, for some of the NOCs that might be essential, these may be requisitioned by the CDA from
the concerned departments rather than asking the sponsor/applicant to take the file from one agency
to another - an option could be that a representative of the concerned departments that must issue
NOC should be permanently stationed at the CDA.

The total investment required for setting-up a petrol pump is around Rs. 60 million excluding the investment

in the land.

The OMCs take a rather long period of 8 weeks to process the application This could be due to capacity
constraints of the OMCs - enhancing capacity to process the application within a week would cut
sludge cost.

Setting-Up a Petrol Pump ———
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Table-3.3 (A) : Time Involved in Setting-up a Petrol Pump

Times (Minutes)
Steps Description .. [Transa- Overhead|Agency
Travel |Waiting|ction/ | Total
Process|
Gath Visit Oil Marketing Copany’s Office 45 45
ather Gather Information 60 | 90 [150 | 480
Information — (1 day)
Finish the day 45 45
Visit NADRA Office 45 45
Property Land record verification 20 10 30
Prepare Ownership Fee Challan 20 10 30 480
Documents | Documents [ Receive Fard 20 | 10 [ 30 | (1day)
Finish the day 45 45
Contact Details 10 10
Apply For ::/.llsllt:)l\ng Webpage —
Dealarship I the Form
Finish the day
Wait For Application Processing (223'3,?85)
Site
Evaluation . . 1,440 1,440
by the OMCs Trariff count, topographic survey 270 180 540 | 990 (3days) |(3days)
Team
Cost Analysis by OMCs Team (13\’/3e6e0k)
Visit photocopier 45 45
CNIC copy Get copy
Phot h Visit photo studio 45 45
Prepare Otograpns I Get photographed 180 30 1,440
MOU and Documents Collect stamp paper 10 20 10 40 | (3days)
Lease Rental Print affidavit 10 10 20
Agreement Agreement Witnesses sign 90 15 60 | 165
Notarize affidavit 10 10 20
Visit OMCs Office 45 45
Sign the MOU 30 60 90
Finish the day 45 45
Apply For OMC forward the application to District Petrol Pump 3,360
NOC Committee for NOC (1 week)
Verification and
10,080
CDA NOC assessment of a (3 weeks)
Piece of land
Highway .
Department Right of way and 10,080
NOC site location (3 weeks)
Rental . . 6,720
Tariff related issues ’
Wait For Required Agreement (2 weeks)
NOCs NOC
Civil Defence | Security of the 10,080
Report equipment (3 weeks)
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Muncipal 10,080
Committee | Building Plan (3 weeks)
NOC
Sui Gas
(Distribution) | Sui Gas PipeLines (31 8\;23?5)
Report
) , 10,080
Sui Gas (Operation) Report (3 weeks)
PTCL Report | PTCL License (22\/,v8eBeOkS)
Irrigation
Department | Irrigation channels (31 8;232)
Report
IESCO Report | Electricity Poles (26\,’V7(3%0ks)
Environment
Protection (31 9\;23?5 )
Agency Report
10,080
Forest Department Report (3 weeks)
Application Print the Form 45
Prepare Form D F|I! the Form 60 60
Documents T Print Challan Form
for NOC CLZTIS;:Y Visit National Bank 45 45 960
from Pay Challan Form 30 10 | 40 | (2days)
Explosive CDA NOC 10 10
Department Copy of Land Lease Agreement 10 10
Six Sets of Proposed Site Plan 10 10
Apply for Visit Ministry of Industry and Production 45 45
Explosive Submit Application 60 120 480
1da
Depsgrcnent Finish the day 45 45 (1 day)
. . 480 28,800
Wait for Explosive Department NOC (1day) |2 Months)
Visit Ministry of Industry and Production 45 45
Receive NOC | Receive NOC 60 30 90
Finish the day 45 45
. . . 14400
Site Construction and Infrastructure Installation (1 Months)
Inspection by OMC Engineer 90 90 60 | 210
Explosive Department Inspection 90 90 60 | 210
Commencement of Business
Total Time (Months) 0.21 0.40 13.10
Aggregate Time (Months) 0.21
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Table-3.3 (B) : Monetary Cost Involved in Setting-up a Petrol Pump

Cost
No Steps Description Opportunity
Travel Fee Total
Cost
Gath Visit Oil Marketing Copany’s Office 500.00 500.00 750.00
1 ather Gather Information 0.00 2500.00
Information
Finish the day 500.00 500.00 750.00
Visit NADRA Office 500.00 500.00 750.00
Property Land record verification 0.00 500.00
Prepare Ownership Fee Challan 500.00 | 500.00 500.00
2 Documents | Documents | Receive Fard 0.00 500.00
Finish the day 500.00 500.00 750.00
Contact Details 0.00 166.67
Apply For Visit OMCs Webpage 500.00 500.00 0.00
3 | Deslaship | Filthe Form 1000000 [1000000 | 166,67
Finish the day 500.00 500.00 0.00
4 Wait For Application Processing 0.00 0.00
Site
5 Evaluation it hi
by the OMCs | 1rariff count, topographic survey 1000.00 1000.00 16500.00
Team
6 Cost Analysis by OMCs Team 0.00 0.00
Visit photocopier 500.00 500.00 750.00
CNICcopy  ["Get copy 1000 | 10.00 0.00
Ph h Visit photo studio 500.00 500.00 750.00
Prepare otographs |"Get Photographed 25000 | 250.00 0.00
MOU and Documents Collect stamp paper | 500.00 500.00 666.67
7 Lease Rental Print affidavit 200.00 | 200.00 333.33
Agreement Agreement Witnesses sign 0.00 2750.00
Notarize affidavit 500.00 200.00 | 700.00 333.33
Visit OMCs Office 500.00 500.00 750.00
Sign the MOU 0.00 1500.00
Finish the day 500.00 750.00
8 Apply For OMC forward the application to District Petrol Pump 0.00 0.00
NOC Committee for NOC ) )
Verification and
CDA NOC assessment of a 0.00 0.00
Piece of land
Highway .
Right of way and
ngcartment site location 0.00 0.00
Rental Tariff related issues
Agreement 0.00 0.00
; ; Civil Defence | Security of the
9 Wait For Required Report cauibment 0.00 0.00
NOCs NOC p quip
Muncipal
Committee | Building Plan 0.00 0.00
NOC
Sui Gas
(Distribution) | Sui Gas PipeLines 0.00 0.00
Report
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Sui Gas (Operation) Report 0.00 0.00
PTCL Report PTCL License 0.00 0.00
Irrigation
Department | Irrigation channels 0.00 0.00
Report
IESCO Report | Electricity Poles 0.00 0.00
Environment
Protection 0.00 0.00
Agency Report
Forest Department Report 0.00 0.00
Application Print the Form 500.00 20.00 520.00 750.00
Prepare Form D Fill the Form 500.00 500.00 1000.00
Documents | Print Challan Form 500.00 20.00 520.00 0.00
for NOC cLi?;”nry Visit National Bank 500.00 500.00 750.00
10 from Pay Challan Form 25000.00 | 25000.00 666.67
Explosive CDA NOC 10.00 10.00 166.67
Department | Copy of Land Lease Agreement 20.00 20.00 166.67
Six Sets of Proposed Site Plan 200.00 200.00 166.67
Apply for Visit Ministry of Industry and Production 500.00 500.00 750.00
1 Explosive Submit Application 0.00 2000.00
Department -
NOC Finish the day 500.00 500.00 750.00
12 Wait for Explosive Department NOC 0.00 0.00
Visit Ministry of Industry and Production 500.00 500.00 750.00
13 Receive NOC | Receive NOC 0.00 1500.00
Finish the day 500.00 500.00 750.00
14 Site Construction and Infrastructure Installation 50000000 | 50000000 0.00
15 Inspection by OMC Engineer 0.00 3500.00
16 Explosive Department Inspection 0.00 3500.00
17 Commencement of Business 0.00 0.00
Total Time (Months) 60,086,513,33
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The distribution of stress across steps has
been calculated by multiplying the total
process time (including travel, wait, and

transaction time) of each step with the
stress level. The Stress % column in the table
contains a percentage representation of stress

distribution

Low Stress

Mild Stress

Table-3.3 (C) : Stress Involved in Setting-up a Petrol Pump

(%]
wn
0
s}
(%]
(5}
=
@©
&
(5}
o
[©)
p3

High Stress
Severe Stress

No Steps Description Stress Level Stress %
Gath Visit Oil Marketing Copany’s Office ] 3 1.22
1 ather Gather Information I S 6.75
Information Finish the day [ ] 210 0.81
Visit NADRA Office L ] 3 1.22
Property Land record verification ] 5 [l 1.35
Prepare Ownership Fee Challan . ] 5 1.35
2 Documents Documents Receive Fard ] 3 [ 0.81
Finish the day ] 2[00 0.81
Contact Details [ ] 30 0.27
Aobly For Visit OMCs Webpage ] 2 0.00
3 | pon Fill the Form — a 536
P Finish the day ] 3 0.00
4 | Wait For Application Processing L] 4 0.00
5 fﬂ]tgg‘ﬁlcia%ie%%by Trariff count, topographic survey - 3 - 274
6 | Cost Analysis by OMCs Team [ ] 2 0.00
CNIC Visit photocopier | 2 [ 0.81
COPY [ Getcopy [ ] 2 0.00
Visit photo studio [ ] 20 0.81
Prepare PhOtog raphs Get Photographed _ 3 0.00
MOU and Documents Collect stamppaper |- 20 0.72
7 | Lease Rental Print affidavit L] 40 072
Agreement | Witnesses sign . ] 5 I 743
Agreement
& Notarize affidavit | IR 4l 072
Visit OMCs Office [ ] 3/ 122
Sign the MOU | 5 [ 4,05
Finish the day [ ] 3 [ 1.22
OMC forward the
Apply For application to District
8 pﬁcy)c Petrol Pump 5 0.00
Committee for NOC
N e %0
Highway Right of way and site -
Department i 5
NO% location 0.00
Rental Agreement | Tariff related issues _ 5 0.00
o oo BN
ComaeNOC _|Beiing Plan I 5 0.00
g | Wait For Required [5 j Cos Distiouion | surcas et
NOCs NOC Report Sui Gas PipeLines _ 5 0.00
Sui Gas (Operation) Report _ 5 0.00
PTCL Report PTCL License ] 5 0.00
Inrzgr?tt ilggp%ﬁpart— Irrigation channels _ 5 0.00
IESCO Report Electricity Poles [ ] 5 0.00
Envi it Prot
e I 5 000
Forest Department Report ] 5 0.00
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Application Form D

Print the Form

Prepare
Documents Fill the Form
for NOC Treasury Print Challan Form
10 from challan Visit National Bank
Explosive Pay Challan Form
Department |CDA NOC
Copy of Land Lease Agreement
Six Sets of Proposed Site Plan
1 ?I\F/)epgegrltsr)r('zlr% Visit Ministry of Industry and Production
NOC Submit Application
Finish the day
12 | Wait for Explosive Department NOC
Visit Ministry of Industry and Production
13 | Receive NOC  |Receive NOC
Finish the day
14 | Site Construction and Infrastructure Installation
15 | Inspection by OMC Engineer
16 | Explosive Department Inspection
17 | Commencement of Business
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Trade License

THE PROCESS OF GETTING A TRADE LICENSE

Wait for Prodessing at

Inspection T Muncipal
Authority

Lease
Agreement

of the Shop

Submit

Prepare
Documents

Application
with CDA

COST OF THE SLUDGE

Time Consumed

Monetary Cost

3.8/5 (High Stress (excluding capital
Level) investment)

Total Time 5.3 Months
Agency Time 2.3 Months
Overhead Time 2.75 Months

Process Time 7.6 days

Rs. 80,185




Trade License

CHART - 3.4 (A): OBTAINING TRADE LICENSE FROM DMA

()
Y
Find a Shop

Lease/Rent Agreement

Furnish Shop/Place Inventory

Time
Consumed
(Days)

Prepare Documents to Get Trade License

Submit Application

Wait for Inspection of Shop

Processing at DMA

Opportunity Cost
Income earned if the time consumed in this activity is put to an alternate use. It is measured by
multiplying total processing time with the hourly per capita Gross National income.

Agency Time
The time consumed by the department/agency concerned in processing an activity.

Overhead Time
Part of the day lost due to bing involved in this activity for a fraction of the day.
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Trade License

SOURCES OF THE SLUDGE

The trade license is processed by District Municipal Authority (DMA), however, the application has
to be submitted to Capital Development Authority (CDA). One of the major sources of sludge lies in the
transmission of the file from the CDA to the DMA - the applications submitted for trade license are
not immediately processed - the CDA waits for 10-15 applications to be accumulated, only then
these are processed for sending to the DMA. This consumes around 15 days. Another major source of
sludge is ‘wait for inspection’ - the business premise of the applicant is inspected by the DMA while pro-

cessing - the applicant may have to wait for 3-4 weeks before the DMA staff visits to physically inspect

the business premises.

THE FOLLOWING STEPS CAN BE DIGITIZED

Step 1 Step 2 Step 3
(a[m|m\n) o — L=
W Iu _—.l SUB
Gathering mformat!on CNIC required by the Submission of application should be
from DMA regarding DMA - the DMA .
) . . . accepted electronically
issuance of license - the should be linked with
information can be made NADRA's database
available on the MCl’s
website
Step 4 Step 5
V)
acle e
—1 K
Payment of license Checking status of the Visit the CDA facilitation
> fee in the bank - online > application from the center to collect trade
payment should be CDA facilitation center- license - the license can
accepted the status of application be sent electronically to the
should be made available retailer

on a web portal
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Trade License

THE FOLLOWING STEP CAN BE ELIMINATED

Permission to display the signboard - permission need not be required - specification of
the board should be indicated in the instructions accompanying the application form to
be signed by the applicant - violations are likely to be few that can be dealt with after the

shops start operating.




Trade License .

Table 3.4 (A) shows the steps involved and time consumed in obtaining trade
license. The steps where reducing sludge is possible by way of; full elimination,
partial elimination or digitization have been shown in different colours. The colour
coding of the steps is shown below. The time and cost to be saved if full elimina-
tion, partial elimination or digitization of steps happens is shown in table 5. This
reflects the savings due to sludge-reduction.

1S COLOR LEGENDS g

Table 3.4 (A) : Steps involved and Time Consumed in Obtaining Trade License from DMA

. . Agenc
Time (minutes) o".‘l?irrngad %m ey
Step Description Transact-
Travel | Waiting | _ion/ | Total
Process
Visit the realtor 45 45
Preferences indication 15 60 75
Finish the day 45 45
Visit -2 the realtor 45 45
1 Find a Shop Site visit 15 120 135 14400
Finish the day 45 45 (30 days)
Visit-3 the realtor 45 45
Meet the owner 15 120 135
Finish the day 45 45
Collect the stamp paper 45 20 10 75
Print lease agreement 10 10
2 Aglr_eeearsneent Witnesses signature 920 10 100 ( 733:05)
Pay Advances 10 10 y
Finish the day 45 45
Visit CDA facilitation center 45 45
3 In fgfr;haetiron Collect information 30 30 60 (14§gy)
finish the day 45 45
Prepare the shop 45 45
4 | Getting Start | Inventory 450 | 480 | 00
Setting-up the shop 480 480 ays
Visit F-11/4 45 45
General Get Vaccinated 30 15 45
precnaton | Cerhente b 5| s0
Finish the day 45 45 3360 1440
CNIC Copy 20 5 10 35 (7days) | (3 days)
copy Attestation 120 45 5 170
s Prepare Lease Agfeemen.t Cc.)py 5 5 10
Documents File application form 15 15
Collect
stamp 10 20 10 40
paper
Permission Print
to display | Affidavit | Affidavit B 10 20
sign Board Witnesses
sign 20 15 480 585
Notriee 0 | 10 | 2
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Trade License

Visit-2 CDA facilitation center 45 45
Submit application 30 30 60 240 480
ments i icati
7 [S)Slglrjnission Zt;l:\nglct) aa|r|r()]|pllcat|on to MA for 30 - 60 (1/2day) | (1 day)
Finish the day 45 45
Visi-3 CDA facilitation center 45 45
8 Chsetglt(ut?e Ask about the status 30 5 35 (1 Z%:l%?/s)
Finish the day 45 45
9 Application Processed at DMA (7332)(/)5)
Visit-4 CDA facilitation center 45 45
Visit Bank 10 10
Pay Fee | Pay order 15 5 20
10 | Get License Collect Pay order 45 5 50 3360 28800
Visit facilitation center 10 10 (7 days) | (60 days)
Get the Certificate 30 5 35
Finish the day 45 45
Total Time (Days) 7.6 82.5 71

Table 3.4 (B) : Monetory & Opportunity Cost in Obtaining Trade License from DMA

Cost
Step Description Opportunity
Travel | Fee Total Cost
Visit the realtor 500 500 151.5
Preferences indication 252.5
Finish the day 500 500 151.5
Visit -2 the realtor 500 500 151.5
1 Find a Shop Site visit 500 454.5
Finish the day 500 500 151.5
Visit-3 the realtor 500 500 151.5
Meet the owner 454.5
Finish the day 500 500 151.5
Collect the stamp paper 500 500 252.5
Print lease agreement 33.7
2 Lease Witnesses signature 1000 1000 336.7
Agreement I Gvances 45000 | 45000 33.7
Finish the day 500 500 151.5
Visit CDA facilitation center 500 500 151.5
3 Infgfr;haetiron Collect information 202.0
finish the day 500 500 151.5
Prepare the shop 500 500 151.5
4 | Getting Start | _Inventory 500 500 1616.0
Setting-up the shop 1616.0
Visit F-11/4 500 500 151.5
General Get Vaccinated 0 151.5
vaccination Receive the 100 100 168.3
Finish the day 500 500 151.5
CNIC Copy 500 10 510 117.8
copy Attestation 0 572.3
5 Prepare Lease Agreemen.t C?py 10 10 33.7
Documents File application form 10 10 50.5
Collect
stamp 150 150 134.7
paper
Permission Print
to display | Affidavit | Affidavit 100 100 67.3
sign Board Witnesses
sign 1969.5
Notarize
S 200 200 67.3
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Trade License

Visit-2 CDA facilitation center 500 500 151.5
Submit application 202.0
7 | Documents | Submit application to MA for
Submission sign board 202.0
Finish the day 500 500 151.5
Visi-3 CDA facilitation center 500 500 151.5
8 Chs‘?cg;l}?e Ask about the status 117.8
Finish the day 500 500 151.5
9 | Application Processed at DMA 0 0
Visit-4 CDA facilitation center 500 500 151.5
Visit Bank 33.7
Pay Fee | Pay order 10000 10000 67.3
10 | Get License Collect Pay order 350 350 168.3
Visit facilitation center 33.7
Get the Certificate 117.8
Finish the day 500 500 151.5
Total Cost 67,930 12,255




Trade License

Stress Percentage

The distribution of stress across steps has
been calculated by multiplying the total
process time (including travel, wait, and
transaction time) of each step with the
stress level. The Stress % column in the table
contains a percentage representation of stress
distribution

Moderate Stress

Low Stress
Mild Stress
High Stress

Table-3.4 (C): Stress Level in Obtaining Retail Business License from CDA

Severe Stress

No Step Description Stress Level Stress %
Visit the realtor . 2 I 0.6
Preferences indication . 2 I 1.0
Finish the day . 2 I 0.6
Visit-2 the realtor . 2 I 0.6
1 Find a Shop Site visit H 3 | 28
Finish the day . 2 I 0.6
Visit-3 the realtor . 2 I 0.6
Meet the owner - 4 - 3.8
Finish the day . 2 I 0.6
Collect the stamp paper . 3 . 1.6
Print lease agreement . 3 | 0.2
2 Lease Agreement Witnesses signature - 5 - 3.5
Pay Advances - 5 | 0.3
Finish the day . 2 I 0.6
] 2 ] 0.6
3 Gather Information - 4 . 1.7
] 2 ] 0.6
Prepare the shop . 2 I 0.6
4 Getting Start Inventory - 5
Setting-up the shop I 5
Visit F-11/4 [ ] 2 ] 0.6
General Vaccination |Get vaccinated - 5 . 1.6
Certificate Receive the certificate ] 5 | ] 1.7
Finish the day . 2 I 0.6
] 2 I 0.5
_ I B s
5 Prepare Documents
Lease AgreementCopy |1 2 | 01
Bl 1 0.5
L I | 11
L T | 06
__ B | 0.7
] 2 ] 0.6
. Il B 2.1
7 Documents Submission - - . 1
[ ] 2 ] 0.6
] 2 ] 0.6
9 Check the Status ] 4 ] 1.0
] 2 | 0.6
10 Application Processed at DMA . 2 I 0.6
Visit-4 CDA [ ] 2 ] 0.6
| 2 | 0.1
. I | 06
10 Get License . 2 I 0.7
Visit facilitation center - 5 | 0.3
Get the Certificate - 5 I 1.2
Finish the day . 2 I 0.6




Trade License

Table- 3.4 (D): Steps Involved in Issuing a Trade License
(As per official Claim)

1 Application Receive and Issue Diary Number at CDA Facilitation Center 1
2 Compile Around 10-15 Files to Start the Processing 2
3 Files Forward to the Admin Officer (Trade) 1
4 Admin Officer Scrutinize the Files 1
5 File Transfer to DMA from CDA Facilitation Center 1
6 DMA scrutinize Files !
7 Files Forward to the Director /
8 Director office Examine all Cases and Issue Approvals !
9 Tax Calculation according to the Size of Shop /
10 Files Return to CDA Facilitation Center !
1 Applicant Submit Pay Order 1
12 License Issued 3
Total Days required 69

Table 3.4 (E) shows the time and cost saving that would accrue if certain steps can
be fully or partially eliminated or digitized as mentioned in table 3.4 (A) and on page
183

Table-3.4 (E): Cutting Sludge; Reduction in Time and Cost Based on Recommendations

Processing Time

Recommendation Reduction in Time and Cost

12.3 hrs.

Partial Elimination: (assumption: processing time will be reduced by half)
11.2 hrs.

Reduction in Processing Time (41% of total processing time)
Rs. 5060

Overhead Time

Document preparation overhead time reduce from 7 to 5 days

Getting License overhead time also reduce from 7 to 5 days

Reduction in Overhead Time 7 Days

Reduction in Cost Rs. 5680
Agency Time

Aggregate Reduction in Time Based on Recommendations 40 Days
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PIDE SLUDGE AUDIT VOL - |

The information used in the report has been collected through multiple interactions and in-depth

interviews with stakeholders including concerned; government agencies and private entities.
Applicants were key informants and were also interviewed in-depth.

ASSUMPTIONS

1. Average travel time to any office within Islamabad/Rawalpindi is 45 minutes. Roundtrip takes 90 minutes.

2. The cost for one way trip is Rs.500/-. This is average fares of Uber/Careem.

3. Applicant visiting a government agency to meet an official manages to meet the person during the said visit.
4

Stress level included in the report has been assessed based on.

ii) Time involved in completion of the step and

) Effort-level of the applicant for performing a task

(
(
> (iii) How crucial the step is for completion of the activity and
(iv) The probability that the task may not be allowed/approved by the authority concerned.

The entire foregoing assessment is based on in-depth interviews of applicants.

Forthcoming PIDE Sludge Audit volumes will highlight the cost of sludge in areas including the banking
and financial sector, education sector, and public services provisions.

PIDE has also initiated Sludge Audits for the provincial capitals as well. In the first phase of these Pro-
vincial Sludge Audits, PIDE has focused on the real estate sector and health sector. By collaborating
with local partners, identifying of cost of the sludge on selected ten activities is in progress and the
reports of these sludge audits will be published soon.
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