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Tariff reforms
implementation

likely to cut
vehicle prices

PIDE research says automobile manufacturers
and assemblers should step out from behind
their protected tanff walls, compete with
firms operating outside Pakistan
"By Mehtab Halder by contribute to an increase

in demand for vehiclos. As a

ISLAMABAD: The prices result, the impeoved demand
of vehicles are expected will certainly have a positive
to reduce in Pakistan with impact on the industry and
the innplomentation of tanfl  widck ownership,
refonms, says 4 reseaech study For the automobile ndus-
done by the Palcstan betitute try in particular, tardfs on
of Devedopment Economics CBUs will be reduced from
(FIDE), an affiliate of the 20% to 15% over five yeaurs,
Phaning Commission, whik used vehscie taniffs will

According to the report start with a 40% surcharge
released on Tuesday, In above new vehick rates in
reoont years, when the taoes FY26, decreasing annually
have remained high and by 10% and ending at parity
production costs have also by 2%,
ncreased, vehicke affordabil The government also
ity has become difficult for intends to abolish the “Fifth
the genorad public. Schedule”™ exemptions and

With the reduction in eliminate protectionist regu-
import taxes on Completely latory comphadtion. However,
Built Units (CBU) and a sty stakeholders in the industry
tlar reduction in import tar- have expressed conorms.
iffs for CKD kits, the prices  The locad original equip-
of vehicles are expected to ment manufacturers (OEMs)
reduce. This will improve caution that the sudden surge
vehicle affordabilty among
the generad public and possd- Continaed on page §
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PIDE calls for developing new |
import framework for vehicles
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Tariff cuts set to reshape Pakistan’s
auto industry: PIDE Report
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BLAMAINWD

The Pakistan Institute of Development Economics
(PIDE) s refeased its hitest Policy Viewpolet th-

wmummmmm
a bolistic assessment of the impact of the governr
ment’s Ove-year tartll reform plan on Pakdstan's
automobile Industry. The reform plan, an-
nounced in the Federal Budget 2025-26, secks to
move Palkistan’s economy from import substitu-
tion towards an export-led growth model The re
form will streamsdine the customs duty structure,
reduce tarifl slabs, and lower the average tanll
rate from 19% to 9.5% by FY2030. Specifically
for the automobile sector; tanifs on Completely
Butlt Unies (CBUS ) will Gl from 20% to 15% over

According to PIDE"s analyses, these reforms
will reshape the automobile industry in several
ways On the domestic front, increased competi-
tion from imports will push local manufacturers
to enhance quality and efficency. Whike smaller
or weaker brands muay struggde, established and
gobully integrated firms ane expected to adapt
and compete. Reduced tarifls on both CBUs
and CKD imports will lower production costs,
improve affordability. and potentially expand
car ownership in Paldstan. While some jobs ot
OEMs may be ot risk in the short run, new op-

portunites for businesses and employment are
expected 1o emernge in iImport services, dealer-
shups, after-sakes, and parts markets. The net of-
fect though will depend signficantly on how the
existing automobile firms roact and adapt 1o the
policy change.

At the macroeconomic level, increased im-
ports could rakse Palastan's import bill creating
pressure on foreign exchange reserves and the
exchange rate unless export growth keeps pace.
Comsidering this, PIDE recommends that the gow
emment must ensure availability of the roguired
foreggn exchange to finance the increased import
bell. PIDE also stresses on the need to stick to the
policy change and not roll back after initial chal-
lenges that may artse as that would prove much
more detrimental for the automobile industry
and consumers both. For consumens, however,
the reforms promese sgraficant benefis, includ-
Ing Increased and improved choloe and avalabl-
Ity of the vehiches along with competitive pricing,

Further, PIDE also recommencds a new import
framework particularly for the import of used
cars in the country instead of the curment mecha-
s where imports are done under three dif-
ferent schemes. PIDE notes that the opholes
within these schemes are being used 1o import
used vehicles In the country, and suggiests 4 ve-
hicke quality based mechanism for commencial
import of whidies in the country 10 uphold safety
stanclards while ensuring fair competition and
promoting consumer welfare.
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Tariff cuts set to
reshape Pakistan’s
auto industry

ISLAMABAD: The Pakistan Institute of Development Economics (PIDE) has released its latest Policy Viewpoint titled
“Impact of Tariff Reduction on Automobile Industry”, authored by Mr. Mohammad Shaaf Najib and Dr. Usman Qadir. The
report provides a holistic assessment of the impact of the government's fiveyear tariff reform plan on Pakistan's auto-
mobile industry. The reform plan, announced in the Federal Budget 2025-26, seeks to move Pakistan's economy from
import substitution towards an export-led growth model. The reform will streamline the customs duty structure, reduce
taniff slabs, and lower the average tariff rate from 19% to 9.5% by FY2030. Specifically, for the automobile sector, tariffs
on Completely Built Units (CBUs) will fall from 20% to 15% over five years, while surcharges on used vehicles will be
gradually removed by 2030. According to PIDE's analysis, these reforms will reshape the automobile industry in several
ways. On the domestic front, increased competition from imports will push local manufacturers to enhance quality and
efficiency. While smaller or weaker brands may struggle, established and globally integrated firms are expected to adapt
and compete. Reduced tanffs on both CBUs and CKD imports will lower production costs, improve affordabality, and po-
tentially expand car ownership in Pakistan. While some jobs at OEMs may be at risk in the short run, new opportunities
for businesses and employment are expected to emerge in import services, dealerships, aftersales, and parts markets,
The net affect though will depend significantly on how the existing automobile firms react and adapt to the paolicy change.
At the macroeconomic level, increased imports could raise Pakistan's import bill, creating pressure on foreign exchange
reserves and the exchange rate unless export growth keeps pace. Considering this, PIDE recommends that the govern
ment must ensure avalability of the required foreign exchange to finance the increased import bill. PIDE also stresses
on the need to stick to the policy change and not roll back after mnitial challenges that may arise as that would prove much
more detrimental for the automobile industry and consumers both. For consumers, however, the reforms promise signif-
icant benefits, including increased and improved choice and availability of the vehicles along with competitive pricing.
Further, PIDE also recommends a new import framework particularly for the import of used cars in the country instead
of the current mechanism where imports are done under three different schemes. PIDE notes that the loopholes within
these schemes are being used to import used vehicles in the country, and suggests a vehicle quality based mechanism for
commercial import of vehicles in the country to uphold safety standards while ensuning fair competition and promoting
consumer welfare. It has also been stressed to facilitate the development of a robust aftersales networks and stronger
incentives for electric vehicles 1o ensure a smooth transition to an environmentally friendly future. The view potat 'con
cludes by noting that tariff rationalization is not just an industrial reform but also a vital step towards consumer protec
tion, modernization of the auto sector, and Pakistan's integration into global value chains ~-DNA




