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SHIPBREAKING INDUSTRY OF PAKISTAN 

PROBLEMS AND PROSPECTS 

 

ABSTRACT 
In 1980s Shipbreaking and Recycling Industries played a significant economic role in Pakistan, 

supplying a substantial quantity of Rerollable Scrap steel for the Iron and Steel industries. In 

addition, Pakistan’s Shipbreaking Industry has paid around Rs 5-12 billion taxes each year to the 

federal and the provincial government. Unfortunately, for last two decades; inconsistent policies 

of the governments, hasty changes in duty and other taxes on the import of vessels for scrap and, 

most of all, a general negligence towards Shipbreaking Industry have badly affected work at 

Gadani. Once Pakistan was the hub of Shipbreaking Industry in the world. However, competition 

from other two South Asian shipbreaking yards in Alang (India) and Chittagong (Bangladesh) has 

also curtailed its substantial output. Presently, lot of iron is being imported in the country, thus 

causing heavy loss to the national economy. The government must play its due role in improving 

this industry because this industry will contribute to the Gross Domestic Product (GDP) and will 

also provide employment to thousands of workers from all over Pakistan. Pakistan must give high 

priority to the Shipbreaking Industry and regain its past glory. 

 

KEYWORDS: Pakistan, Gadani, Shipbreaking, Rerollable Scrap, Melting Industry,  

                              Hong Kong Convention (HKC), Basel Convention, South Asia. 
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INTRODUCTION 
All ships after navigating the world’s seas for 30 to 35 years reach the end of their operational life, 

and thereafter are dismantled, allowing for the material on and in a ship to be recycled into further 

use. Shipbreaking can be a viable industry in terms of its role in the national economy of a state. 

India, Pakistan and Bangladesh are the hub of shipbreaking activity where ship owners get chance 

to maximize their profits. According to the NGO Shipbreaking Platform in 2017, 543 ocean going 

commercial vessels were broken down by hand in Bangladesh, India and Pakistan. Whereas, 

according to 2018 statistics of the NGO Shipbreaking Platform, 744 ships were dismantled 

worldwide.1 Out of 744, 518 ships were dismantled on the South Asian beaches. Its breakdown 

country wise is; India scrapped 253 ships, Bangladesh, 185 and Pakistan scrapped 80 ships. (See 

Figure 1). World’s 70% of end-of-life ships are dismantled on the South Asian shores. 

 

 

Figure 1, Source: NGO Shipbreaking Platform 2 

As far as Gross Tonnage (GT) scrapped in 2018 is concerned, 18.9 million GT was dismantled 

worldwide – and 17 million GT were beached on the South Asian shipbreaking yards.3 It means 

                                                             
1 2018 List of all ships scrapped worldwide- Facts and Figures. Accessed on May 15, 2019. 

https://www.shipbreakingplatform.org/wp-content/uploads/2019/01/Stats-Graphs_2018-List_FINAL.pdf  
2 Opcit. 
3 Opcit. 
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90 percent of the tonnage was scrapped in South Asia.  Although, India scrapped the most ships in 

numbers, but Bangladesh dismantled most in terms of GT indicating that it was the preferred 

destination for the larger vessels. As compared to last year, Bangladesh and Pakistan had a 

decrease in number of vessels but an increase in GT. Bangladesh scrapped GT of 7.936.186, India 

scrapped GT of 4.918.647 and Pakistan scrapped GT of 4.215.117. (See Figure 2). 

 

 

 

Figure 2, Source: NGO Shipbreaking Platform 

 

In 1980s, Gadani (Pakistan) was the largest shipbreaking yard in the world, employing 30,000 

workers. It contributed billions in the economy of Pakistan but slowly and gradually this industry 

started to decline as a result of some policies and negligence of governments. The foremost reason 

was high tax rate. Secondly, increasing accidents which resulted in high number of deaths and 

injuries. Beside these two major reasons competition from other two South Asian shipbreaking 

yards in Alang (India) and Chittagong (Bangladesh) also curtailed substantial output. Presently 

Gadani shipbreaking yard is generating less than one fifth of the scrap it used to generate in the 

1980s. There has been sharp decrease in the number of employees from 30,000 to 6000. 
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Now the situation is slowly changing because recent reduction in taxes on scrap metal has led to 

modest revival of productivity at Gadani. According to the Chairman of the Pakistan Ship Breakers 

Association (PSBA), Dewan Rizwan Farooqi, “the year 2012 brought more business to the yards 

again, which reflects the global peak in the total number of ships scrapped in 2012”.4 According 

to figures from the NGO Shipbreaking Platform for the year 2012, Pakistan dismantled 124 ships, 

or 10% share of the international market.5 After the industry’s revival it is paying taxes of 5 billion 

Pakistani Rupees annually, out of which 30% go to the Provincial Government of Balochistan. 

 

HISTORY 
Gadani is a small town in Hub tehsil of Balochistan’s Lasbela district. It is located about 46 

kilometers to the north-west of Pakistan’s financial centre, Karachi. The world’s third largest 

shipbreaking yard, ‘Gadani Shipbreaking Yard’ is located in Gadani. The yard consists of 132 

shipbreaking plots located across a 10km long beachfront at Gadani. Around two-thirds of the 

plots are under private ownership and the rest are owned by the Balochistan Development 

Authority (BDA). It currently has an annual capacity of breaking up to 125 ships of all sizes, 

including supertankers, with a combined light displacement tonnage (LDT) of 1,000,000 tons. 

 

Gadani is ideal for the Shipbreaking Industry because its topography helps bring ships to the beach 

without worrying about low or high tide. According to Farrukh Punjwani, the proprietor of a 

Karachi-based shipbreaking firm, “ships have to wait for weeks and even months at other 

shipbreaking yards for the tide to be high so that they can reach the beach. Gadani has deep-sea 

beaches, so ships are not required to wait. The sand at the beaches here is neither muddy nor loose. 

Its firmness helps ships to make it on shore easily.”6 

Shipbreaking in Gadani has been ongoing since pre-partition days. Comprehending its significance 

to the national economy, the government of Pakistan took concrete measures to reinforce the 

                                                             
4 “NGO issues Pakistan Shipbreaking Outlook,” Safety for Sea, July4, 2014. Accessed on May 12, 2019. 

https://safety4sea.com/ngo-issues-pakistan-shipbreaking-outlook/  
5 Pakistan Shipbreaking Outlook: the way forward for a Green Ship Recycling Industry- Environment, Health and 
Safety Conditions. Accessed on 16 May 2019. 

https://www.shipbreakingplatform.org/wp-content/uploads/2019/01/SDPI-NSP-Pakistan-Position-Paper-For-

Printing.pdf  
6 “Wasteland: The ugly side of Gadani’s shipbreaking industry,” Herald, December 23, 2016. Accessed on 8 June 

2019. https://herald.dawn.com/news/1153615  

https://safety4sea.com/ngo-issues-pakistan-shipbreaking-outlook/
https://www.shipbreakingplatform.org/wp-content/uploads/2019/01/SDPI-NSP-Pakistan-Position-Paper-For-Printing.pdf
https://www.shipbreakingplatform.org/wp-content/uploads/2019/01/SDPI-NSP-Pakistan-Position-Paper-For-Printing.pdf
https://herald.dawn.com/news/1153615
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industry in 1978. Gadani was declared as a port, 

import duties were reduced, and further a unit was 

established for infrastructure and logistical issues. 

Shipbreaking Industry became a major industry in 

Balochistan providing local employment to 20–25 

percent of the total Gadani labor force. The 

workers from other parts of the country started to 

arrive in Gadani. For instance; most of the 

workers came from Khyber Pakhtunkhwa (KP). Many others came to work from Punjab and Sindh 

as well. Several Rohingyas, Bengalis and Burmese also became part of the workforce. This 

industry became a major source of tax revenue for the provincial and federal government and for 

the Balochistan Development Authority (BDA).  

 

Over the years shipbreaking completely descended towards states with low labor costs, weak 

regulations on occupational health and safety, and very limited environmental concerns. The 

majority of obsolescent vessels ended their journeys in below average facilities of South Asia, 

where labor was low-cost and regulations were minimal. In this bearing, Pakistan, India and 

Bangladesh became the ideal discarding ground for most ship owners pursuing for utmost profits. 

During the 1980s, the industry produced around 1 million tons of scrap, making 80s as a golden 

era for the Pakistan’s Shipbreaking Industry. However, later competition from two other South 

Asian states (India and Bangladesh) and changing tax and regulatory rules led to the industry’s 

decline. And unfortunately, ship scrap productivity plummeted to less than one-fifth of the level 

in the1980s. 

 

In 1990s, a 45 percent customs duty was imposed on ships imported for dismantling. This badly 

affected the Shipbreaking Industry, almost halting the industry by the early 2000s. Employment 

was reduced from 30,000 to 6000. This situation badly affected national economy as well as daily 

wage workers. Therefore, shipbreakers and local authorities started lobbying for reduction in taxes 

and duties. Than in 2001 the government reduced import duty 10% to 15% and the production 

File Photo/ MSF Media 
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changed to some extent.7 The following (Table 1) is illustrating poor condition of Pakistan’s 

Shipbreaking Industry in 1990s and early 2000s. 

Condition of Pakistan’s Shipbreaking Industry in 1990s. 

Year No of Ships Tonnage (LDT) Total Taxes 

(Millions of PER) 

1993-94 38 456,189 1,433.736 

1994-95 50 977,170 2,667.362 

1995-96 33 649,013 3,334.372 

1996-97 24 418,011 2,342.758 

1997-98 51 620,914.36 2,472.041 

1998-99 54 925,392.98 3,493.819 

1999-00 35 530,769.42 2,506.453 

2000-01 25 182,568.14 1,158.62 

2001-02 39 773,633.914 2,388.318 

2002-03 40 205,771.917 649.700 

 

Table 1, Source: HRCP Fact-Finding Mission Report8 

 

SHIPBREAKING INPAKISTAN 
 

The Shipbreaking Industry plays a 

vital economic role in Pakistan, this 

industry provides raw material to 

the domestic Steel Industry. This 

industry is the interim processing 

Industry bringing scrap ships and 

cutting and cutting/converting it 

into Raw Material (rerolling 

material) mainly for Rerolling 

Industry and small Steel Cottage 

Industries. A small percentage of its products (meltable steel/ iron scrap) also goes to Remelting 

Industry as well.  This industry is highly labor intensive and provides employment opportunities 

                                                             
7 NGO Ship Breaking Platform (2016) Substandard Ship Breaking: A Global Challenge. 
8 Horror in Gadani: Report of an HRCP fact-finding mission. Accessed on 8 June 2019. http://hrcp-

web.org/hrcpweb/wp-content/uploads/2017/02/Fact-Finding-Report.pdf 

File Photo/ MSF Media 

http://hrcp-web.org/hrcpweb/wp-content/uploads/2017/02/Fact-Finding-Report.pdf
http://hrcp-web.org/hrcpweb/wp-content/uploads/2017/02/Fact-Finding-Report.pdf
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to more than 20,000 direct skilled and unskilled workers at Gadani plus roughly around 200,000 

are employed into downstream industries, contractors, transporters, petty traders and cottage 

industry etc. 

 

Shipbreaking Industry is the only 100 percent tax complaint and fully documented industry in the 

Steel Sector, paying all import duties, taxes, income tax, and sales tax in advance at the import 

stage. Following is the contribution of Pakistan’s Shipbreaking and Recycling Industry (SBRI). 

(See, Table 2). 

Pakistan’s Shipbreaking and Recycling Industry (SBRI) Contribution 

 

Contribution Figures 

National Steel Production 3 m tons 

Scrap Steel from Shipbreaking Up to 800,000 tons 

Ship breaking Steel’s contribution to 

production 

15% 

No. of Re-rolling Mills 334 

Scrap yards (total no.) 30 active (132) 

Estimated no. of workers in yards 6,000–20,000 

Table 2 

According to Rizwan Dewan Farooqui, Chairman PSBA, “Pakistan consumes about 6.5 million 

tons of steel each year. Last year, we imported ships comprising of 1.6 million tons. This adds 

about 18 to 20 percent per annum contribution from Ship Recycling Industry to national steel 

consumption. Historically, shipbreaking sector’s contribution has been 10 to 15 percent towards 

the steel needs of the country.”9 There are some 80 scrap melting plants (mainly induction 

furnaces) and 334 re-rolling mills. Most of the latter are located either in the Punjab (250 in Lahore, 

16 in Islamabad, and 16 in Gujranwala) or in Sindh (52 in Karachi). With an average output of 

500,000 tons per year, it could account for up to 15 percent of Pakistan’s steel production.10 To 

see how much revenue is generated and what are the costs of a ship, following is the overall 

financial analysis of a sample ship in Pakistan.  

                                                             
9 “Revenue is down to a quarter this year due to higher taxes,” Business Recorder, May 17, 2016. Accessed on 8 

May 2019. https://www.brecorder.com/2019/01/25/468833/revenue-is-down-to-a-quarter-this-year-due-to-higher-

taxes/  
10 World Bank Report. Accessed on 8 May 2019. 

http://siteresources.worldbank.org/SOUTHASIAEXT/Resources/223546-1296680097256/Shipbreaking.pdf  

https://www.brecorder.com/2019/01/25/468833/revenue-is-down-to-a-quarter-this-year-due-to-higher-taxes/
https://www.brecorder.com/2019/01/25/468833/revenue-is-down-to-a-quarter-this-year-due-to-higher-taxes/
http://siteresources.worldbank.org/SOUTHASIAEXT/Resources/223546-1296680097256/Shipbreaking.pdf
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 Overview of Revenues, Main Costs, and Profit for a Sample Ship in Pakistan 

Category Main Element Sub Element Unit Pakistan 

 Revenue from Steel  $/vessel 4,992,800 

 Other recyclable items  $/vessel 512,700 

 Total revenue  $/vessel 5,505,500 

 

Costs Purchase of ship  $/vessel 3,848,000 

 Investment costs  $/vessel 18,300 

 Financial costs  $/vessel 265,700 

 Labor costs  $/vessel 233,700 

 Consumables  $/vessel 230,000 

 Taxes, tariffs and duties  $/vessel 693,600 

 Rents, levy and permits  $/vessel 500 

 Other costs  $/vessel 51,300 

 

 

 

 

 

 

 

 

 

 

 
Extra Costs, tougher 

environmental regulation 

Purchasing and 
construction 

costs for new 

equipment and 
infrastructure 

 

Manpower costs for 
new and 

more time-consuming 

work 

routines 
 

Hazardous waste 

disposal 
costs 

 

Total extra costs 

$/vessel 
 

 

 
 

 

$/vessel 
 

 

 

 
 

$/vessel 

 
 

 

$/vessel 

0 
 

 

 
 

 

0 
 

 

 

 
 

0 

 
 

 

0 

 Total costs   
$/vessel 

 
5,340,800 

 

Profit   $/vessel 164,600 

   $/LDT 11 

   local 

currency/vessel 

13,307,700 

   Local 

currency/LDT 

900 

 

Table 3, Source: World Bank Report11 

                                                             
11 World Bank Report. Accessed on 8 May 2019. 

http://documents.worldbank.org/curated/en/872281468114238957/pdf/582750ESW0Whit1LIC1011098791web1opt

.pdf  

http://documents.worldbank.org/curated/en/872281468114238957/pdf/582750ESW0Whit1LIC1011098791web1opt.pdf
http://documents.worldbank.org/curated/en/872281468114238957/pdf/582750ESW0Whit1LIC1011098791web1opt.pdf
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Overall, the analysis found that Shipbreaking in Pakistan is profitable but at a relatively low level 

presently. (See, Table 3). It is estimated the average profit for the sample Panamax oil tanker is 

$164,600, or 3 percent of total revenue.12 

 

PROBLEMS OF PAKISTAN’S SHIPBREAKING INDUSTRY 
 

1. High Import Duty 

 

The policy of imposing a high import duty, other taxes has brought the industry in 

depression. Regional players (India and Bangladesh) are growing with the every passing 

year and Pakistan’s Shipbreaking Industry is in doldrums. 

 

2. Multiple Layers of Taxation 

 

Shipbreaking industry is the only industry which face massive taxation and no other steel-

related sector face this much taxation. (See, Table 4).  Regional competitors, India and 

Bangladesh have far lower taxes imposed on them. 

 Rs: 9,500 sales tax per ton 

 3 percent custom duty 

 2 percent additional custom duty 

 4.5 percent income tax that has to be paid at the import stage. 

 Tonnage fees to the Balochistan Development Authority. 

 

 

 

 

                                                             
12 Op cit. 
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                    Present Tariff Structure on Steel Sector 

Item Custom 

Duty 

Additional 

Custom 

Duty 

Regulatory 

Duty 

Sales  

Tax 

Income  

Tax 

Steel Billet 10 pct 2 pct 15 pct 17 pct 5.5 pct* 

 

Remelting Scrap 3 pct 2 pct 5 pct Rs. 

5600***** 

1.0 pct** 

Shipbreaking  3 pct 2 pct n/a Rs. 

9500****** 

4.5 pct*** 

Rerollable Scrap 3 pct 2 pct 5 pct Rs. 

8840******* 

5.5 pct**** 

Table 4 

Income Tax Payments 

 On Billets Income Tax of 5.5 percent is adjustable and Rerolling Mills clear this  

             liability with payment of minimum liability at only 1.25% as Turnover Tax. 

 

 Melters also discharge their Income Tax liability as 1.25% Turnover Tax as  

             minimum liability. 

 

 Shipbreakers pay 4.5% as Non-Adjustable final Income Tax. 

 On Rerollable scrap Income Tax is 5.5% is adjustable and Rerolling Mills  

            clear this liability with payment of minimum liability at only 1.25% as Turnover Tax. 

 

Sales Tax Payments 

 Remelting Scrap Sales Tax of Rs. 5,600/ton at Import Stage is adjustable against a  

               total liability of Rs. 13/unit of electricity. 

 

 Shipbreakers pay Sales Tax at the rate of Rs. 9, 500/t non-adjustable. 

 

 Sales Tax on Rerollable Scrap at import stage Rs. 8,840/- is also non-adjustable. 

 

3. Import of Low Graded Rerollable Scrap 

Steel Rerolling Mills consumes Raw material (Rerollable Scrap, Billets, Silli, Bala etc.) 

produced both by the Shipbreaking and Melting Industry, which are sufficient enough to 
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meet the total Rerollable Material demand from these Rerolling Mills. However, the 

Rerolling Mills always try to find cheap substitute low graded raw material ignoring the 

quality raw material produced by Shipbreaking and Melting Industry. It is easy to import 

because current taxation and Import Tariff Prices (ITP) valuation on imported Rerollable 

Scrap is very conducive. To import low graded raw material from abroad instead of using 

quality raw material available from the Shipbreaking small Steel Melting Industries causes 

loss to both the local processing industries. 

 

During the Fiscal Year 2017-18, the Shipbreaking Industry imported about 1.60 million 

tons and paid over Rs. 16.000 billion in Revenue to Federal Exchequer. However, this 

revenue has drastically dropped to Rs. 2.500 billion causing huge loss of revenue to the 

government. 

Revenues Paid by the Shipbreaking Industry from 2015- Jan 2019 

S. No Year  No of Ships Tonnage 

Imported 

Revenues Paid 

in Billions 

1 2015-2016 117 1,412864 11.286 

2 2016-2017 118 1,380947 11.649 

3 2017-2018 123 1,670516 16.252 

4 July18-Jan19 18 228,568 3.809 

Table 5 

 

4. Steel Smuggling 

A huge quantity of steel products are being smuggled into the country through Iran and 

Afghanistan borders in the grab of scrap.13 Massive smuggling of scrap from these 

countries has immensely affected Pakistan’s Shipbreaking Industry as scrap is reaching 

market without any check. 

                                                             
13 “Smuggled Products hit PSM,” Dawn, April 10, 2011. Accessed on 15 May 2019. 

https://www.dawn.com/news/619521  

https://www.dawn.com/news/619521
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5. Lubricants Smuggling 

A huge quantity of sugarcane-derived fuels and other lubricants are smuggled from Iran 

and other parts of the world into Pakistan. A Quetta-based businessman, who had been 

associated with the Shipbreaking business at Gadani said, “owners of decommissioned 

vessels not only smuggle millions of litres of lubricants, diesel and furnace oil but also 

other goods, including high-powered generators into Pakistan.”14 Another businessman 

said, “The Gadani Shipbreaking yard has become a hub of foreign smuggled goods.”15 

Due to high import duties, ship owners smuggle fuel as a way to add-on their income. 

 

6. Beaching Method 

The most common method of dismantling ships in Pakistan is ‘beaching’, it involves 

intentionally breaking the ship onto the beach so that it can be dismantled during low tide. 

This method not just jeopardize workers lives; it also poses risk to the coastal environment. 

For example, hazardous element such as asbestos is so fatal that if a worker inhales it even 

once, there are strong chances that he will suffer cancer later in life. And in addition to all 

that, the coastal environment is also endangered as hazardous materials spill over into the 

sea, and moreover tidal water washes out pollutants produced by shipbreaking from the 

beach into the sea.  

The NGO Shipbreaking Platform has called for the government to move the shipbreaking 

activity from the beach in Gadani to areas under strict regulatory control, using alternative 

and safer methods at docks or along piers.16 According to Ingvild Jenssen, Executive 

Director of NGO Shipbreaking Platform, “No ship owner can claim to be unaware of the 

dire conditions at the beaching yards, still they massively continue to sell their vessels to 

the worst yards to get the highest price for their ships. Moreover, she continued that in 

                                                             
14 “Smuggled oils partly to blame for Gadani Tragedy,” The Express Tribune, November 17, 2016. Accessed 18 

May 2019. https://tribune.com.pk/story/1233922/explosive-revelation-smuggled-oils-partly-blame-gadani-tragedy/  
15 Opcit. 

16 “Call for adopting EU regulations at ship-breaking yard,” Dawn, November 4, 2016. Accessed on 15 May 
2019. https://www.dawn.com/news/1294185  

https://tribune.com.pk/story/1233922/explosive-revelation-smuggled-oils-partly-blame-gadani-tragedy/
https://www.dawn.com/news/1294185/call-for-adopting-eu-regulations-at-ship-breaking-yard
https://www.dawn.com/news/1294185
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beaching yards workers risk their lives and suffer from exposure to toxics. Also, the coastal 

ecosystems are devastated. The ship owners are responsible for selling to recycling yards 

that invest in their workers and environment”. 

 

                      Ships Dismantled per Year since 2008 

Year Ships Beached in Pakistan 

2008 59 

2009 84 

2010 107 

2011 123 

2012 124 

2013 105 

2014 111 

2015 81 

2016 130 

2017 107 

2018 80 

  

Table 6, Source: Pakistan Shipbreaking Association and Shipbreaking Platform 

 

 

7. Debate over Safe Shipbreaking 

 

The debate over safe shipbreaking is picking up speed in the European states. European 

NGOs working worldwide for the rights of shipbreakers are now pushing global shippers, 

shipyard owners and especially the shipbreaking states to improve the standards of 

shipbreaking. One of the advocacy groups noted that beaching is under increasing scrutiny 

from the European courts and institutional investors.17 The European courts are imposing 

fines and punishing ship owners who are criminally liable for selling ships to those yards 

which endanger the lives and health of workers and pollute the environment. In contrast, 

Pakistan and other South Asian states – the hub of shipbreaking, are not debating about the 

hazards of beaching method. 

 

                                                             
17 “NGO: Beaching Yards Held 90 Percent of Scrapping Market in 2018,”The Maritime Executive, January 30, 

2019. Accessed on 9 June 2019. https://www.maritime-executive.com/article/ngo-beaching-yards-scrapped-90-

percent-of-tonnage-last-year  

https://www.maritime-executive.com/article/ngo-beaching-yards-scrapped-90-percent-of-tonnage-last-year
https://www.maritime-executive.com/article/ngo-beaching-yards-scrapped-90-percent-of-tonnage-last-year
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8. Lack of Basic Facilities 

 

Shipbreaking is undoubtedly one of the most hazardous occupations. Giant sea vessels – 

cargo ships, containers, and oil tankers are broken by hands, often without any safety gears. 

Despite, the fact that this industry provides cheap scrap to the iron and steel industries and 

contribute billions to the economy of our state, the fundamental rights of the workers are 

not protected by the state. There are no basic facilities available for workers; like clean 

drinking water, electricity, roads, access to ambulance and dispensaries. Toilets are actually 

pit latrines, with no concept of drainage system. There is not a single hospital in the area 

nor a school for workers children. 

 

9. Workers are on Daily Wages 

Pakistan is far away from ensuring workers’ rights, in terms of medical coverage, gratuity, 

provident fund, old-age pension, earned, paid and casual leaves, safe drinking water, 

dispensaries, bonuses and insurance cover in case of accidents etc. 

 

10. Monthly 70 Rupees Deduction  

 

According to many workers 70 rupees are deducted from their monthly salaries in the name 

of a union fund, but they do not know where the money goes (if, on average, there are 

10,000 workers at the yards each month, their collective monthly contribution to the union 

fund amounts to 700,000 rupees). It is, at least, not spent on their welfare, many of them 

complain.18 

 

11. Lack of Safety Equipment 

 

Occupational health and safety remain low priority in Pakistan even in the contemporary 

world. Thousands of laborers work in inhume conditions. They are not provided adequate 

safety equipment. Some firms provide nothing more than gloves and goggles — no 

                                                             
18 “Wasteland: The ugly side of Gadani’s shipbreaking industry,” Herald, December 23, 2016. Accessed on 8 June 

2019. https://herald.dawn.com/news/1153615 

https://herald.dawn.com/news/1153615
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helmets, no dungarees, and no rubber shoes. . In some cases, gloves are replaced only once 

a month, even though they wear out in just two weeks. 

 

File Photo/MSF Media 

 

12. Removal of Hazardous Material 

Workers start working before complete cleanup of highly flammable oil and its fumes. 

Removal of oils, fuels and other hazardous material occurs throughout the shipbreaking 

process which is dangerous for the lives of workers. On November 1, 2016 a fire broke out 

on a ship which was being dismantled at Gadani which claimed 28 lives.19 One of the 

reasons of the blast was that the laborers started working on the ship before complete 

                                                             
19 “Official list of Gadani Fire victims yet to be compiled,” The News, November 25, 2016. Accessed on 8 June 

2019. https://www.thenews.com.pk/print/167445-Official-list-of-Gadani-fire-victims-yet-to-be-compiled 

https://www.thenews.com.pk/print/167445-Official-list-of-Gadani-fire-victims-yet-to-be-compiled
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cleanup of highly inflammable oil and its fumes.20 Unfortunately, even after such incidents, 

no efforts are made either by the state or yard owners to improve the method of dismantling. 

File Photo/ MSF Media 

 

13. No Identification Cards 

 

As incidents are a common occurrence at shipbreaking yards, tragically, there is no 

appropriate way of tracking a worker’s identification as neither are they issued IDs or 

employment letters, it is very difficult to confirm if somebody really works in the yard. 

 

14. Limited Environmental Protection 

 

Ships contain hazardous substances such as asbestos, oil sledge, paints containing lead, 

other heavy metals like cadmium and arsenic, poisonous biocides as well as 

polychlorinated biphenyls (PCBs), and even radioactive substance.21 Sound management 

                                                             
20 “Gadani incident worst disaster in shipbreaking history,” The Nation, November 3, 2016. Accessed on 8 June 

2019. https://nation.com.pk/03-Nov-2016/gadani-incident-worst-disaster-in-ship-breaking-history 
21 End of life ships: The Human cost of breaking ships. Amsterdam: Greenpeace-The International federation for 

Human Rights Report, October 2005. Accessed on June 12, 2019. 

https://www.shipbreakingbd.info/report/End%20of%20life%20ship.pdf 

https://nation.com.pk/03-Nov-2016/gadani-incident-worst-disaster-in-ship-breaking-history
https://www.shipbreakingbd.info/report/End%20of%20life%20ship.pdf
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of PCBs, ozone-depleting substances (ODS), and a range of heavy metals is virtually 

nonexistent. Beryl Dann argues in the Ocean foundation report that- “In South Asia, 

shipbreaking occurs primarily in the intertidal zone of beaches and mudflats— here, there 

is no possibility for proper waste containment, disposal, or sediment dredging.”22 These 

hazardous material are extremely dangerous for ecosystem. Gadani Shipbreaking yard is 

constantly degrading coastal and marine ecosystems. 

 

15. Violation of International Covenant on Civil and Political Rights (ICCPR)  

In today’s civilized world, success of international conventions depend heavily on the 

support of sovereign states. Despite ratifying the International Covenant on Civil and 

Political Rights (ICCPR), Pakistan as other South Asian states ignore the promise to protect 

the right to life. According to Article 6, “Every human being has the inherent right to life. 

This right shall be protected by law. No one shall be arbitrarily deprived of his life”.23 

Responsibility rests with the states to adopt positive measures under this provision to 

protect vulnerable individuals. 

 

16. Violation of International Covenant on Economic, Social and Cultural Rights 

(ICESCR) 

 

Another fundamental right i.e. the right to health which is mentioned in the International 

Covenant on Economic, Social and Cultural Rights (ICESCR) is equally ignored by 

Pakistan. As Article 12 states, “Everyone has the right to the enjoyment of the highest 

attainable standard of physical and mental health”.24 This article is not limited to health 

care rather it includes all those socio-economic factors preferably that can usher healthy 

life therefore appropriate working conditions is incorporated in this article. Ironically this 

covenant is also ratified by all these three major ship recycling states. 

 

 

                                                             
22 Beryl Dann. Human Rights and the Ocean: Shipbreaking and Toxins. Washington: The Ocean Foundation, 
November 2015. Accessed June 12, 2019. 
23 Article 6. International Covenant on Civil and Political Rights. Accessed on June 7, 2019. 

http://www.ohchr.org/en/professionalinterest/pages/ccpr.aspx 
24 Article 12. International Covenant on Economic, Social and Cultural Rights. Accessed on June7, 2019. 

http://www.ohchr.org/EN/ProfessionalInterest/Pages/CESCR.aspx 

http://www.ohchr.org/en/professionalinterest/pages/ccpr.aspx
http://www.ohchr.org/EN/ProfessionalInterest/Pages/CESCR.aspx
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17. Hong Kong Convention 

 

The Hong Kong International Convention for the Safe and Environmentally Sound 

Recycling of Ships, adopted in May 2009, provides for regulations to ensure that ship 

recycling does not affect human health or the environment. Pakistan has not ratified it 

which indicate negligence towards human life and coastal environment. 

Necessary measures to achieve HKC compliance in Pakistan 

 

Time frame Measures Investment costs (million 

dollars) 

1–2 years Worker registration and 

personal protective 

equipment 

 

Onsite pollution and safety 

control equipment 

 

Environmental health and 

safety procedures and ship 

recycling action plan 

2–3 

3–5 years On site equipment 

 

Training/capacity 

 

Health care system 

10–15 

6–10 Hazardous waste disposal 

thermal treatment facility 

25 

Optional >2 years Waste reception facilities in 

Karachi 

 

Road upgrade 

10 

 

 

20 

 

Table 7, Source: World Bank Report25 

 

18. On Duty Training 

 

After the closure of a Ship Breakers College, which provided technical training to new 

recruits, workers are now trained on the job by assisting and shadowing the more 

experienced and skilled employees. The training and capacity building status of the work 

                                                             
25 World Bank Report. Accessed on 8 May 2019.   

http://siteresources.worldbank.org/SOUTHASIAEXT/Resources/223546-1296680097256/Shipbreaking.pdf 

http://siteresources.worldbank.org/SOUTHASIAEXT/Resources/223546-1296680097256/Shipbreaking.pdf
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force is poor, which is partly due to the workers’ low level of education and also to their 

being hired on a temporary basis.  

 

WAY FORWARD 
 

1. Rerollable Mills must stop import of low graded and cheap Rerollable Scrap. They must 

consume Rerollable Scrap produced by the Shipbreaking and Melting Industries. 

Rerollable Scrap from shipbreaking is of good uniform quality steel since all the ships are 

built according to highest specification of Steel and all constructions are fully monitored 

by the major classification societies like Lloyds, American Bureau of Shipping (NBS) or 

Nippon Kaiji Kyokai (NK) etc. Rerolling Mills will not just be provided with quality Raw 

Material but this would also lead to growth of Shipbreaking and Melting Industries. 

Thereby creating more employment opportunities in Pakistan and will earn higher revenues 

for the state. 

 

2. To ensure a smooth co-existence of all local Steel Sector Industries, the FBR is expected 

to rationalize the tariff structure, considering the current crises on the Shipbreaking 

Industry being the most labor intensive industry of the province of Balochistan providing 

highest, and well graded steel Rerollable Scrap. 

 

3. Increase of ITP, Custom Duty and Regulatory Duty on import of Rerollable Scrap and it 

should be brought at par with the import of Billets. 

 

4. To promote local industry, in Financial Budget 2017-18 under Special Procedure Rules 

2007 (Rule 58K) the ITP value for Sales Tax was USD 480/t. However, under previous 

governments last budget this value fixed in Pak Rs. 52,000/t on which 17% became Rs. 

8,840/t. This must be revised to USD 480/t (under Rule 58K). 

 

5. The ITP value for Customs Duties, Additional Customs Duty, Income Tax and Regulatory 

Duty etc. should be uniform and applicable at all entry points either by Sea or Land route. 
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6. Increase the Customs Duty on Rerollable Scrap to 10% and Regulatory Duty to 15% as on 

Billets. 

 

7. Income Tax on Shipbreaking must be brought at par with other Steel Sector Industries. 

 

8. There should be reduction in Sales Tax on Shipbreaking Industry. 

 

9. Uniform ITP rate on import of Rerollable Scraps through Land and Sea Routes. This would 

help the government generate more revenue to the national exchequer and also discharge 

the serious anomalies with valuations at land entry points and alleged mis-declaration of 

weight etc. 

 

10. Shipbreaking must take place at industrial platforms instead of beaches. This will pave way 

for full containment of pollutants and hazardous wastes.  

 

11. The workers should not be deprived of their fundamental rights. There should be strict 

enforcement of labor laws, social security must be provided and pension rights must be 

given. 

 

12. Workplace safety must be fully ensured.  

 

 

13. The Basel Convention on the Transboundary Movement of Hazardous Wastes 1989 is 

ratified by Pakistan, which prohibits inter-boundary movement of toxic elements such as 

mercury and asbestos etc. But end-of-life ships containing hazardous materials and wastes 

are accepted by Pakistan. This indicates that Pakistan is openly violating legally binding 

international instrument on ship recycling as other South Asian states. Therefore, Pakistan 

must fulfil its legal obligations set forth by the Basel Convention. 

 

14. In 2009, the International Maritime Organization (IMO) adopted the Hong Kong 

International Convention for the Safe and Environmentally Sound Recycling of Ships. 
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Pakistan has not adopted it yet and neither is it working towards the ratification process. It 

must adopt it as soon as possible. 

 

15. In the light of increasing global concern over the practice of beaching vessels for 

dismantling giant ships, the European Union (EU) has regulated ship recycling. The EU 

Ship Recycling Regulation entered into force in 2013. One of the major modules of the 

Regulation is the certification of facilities, known as, “European List” of approved facilities 

which meet the requirements of the Regulation. According to the updated European list of 

yards, there are 26 approved shipyards, most of them are located in the EU, and some are 

also in Turkey and the USA. Pakistan should also work to become part of the European 

approved facilities. 

 

16. Apparently, the global regulations regarding shipbreaking are uplifting the standards of 

shipbreaking. Because European states, ship recycling facilities are enforcing health and 

safety provisions and they have also banned environmental degradation practice at home. 

Regrettably, these fancy regulations have been unable to restrict Europe from dumping its 

hazardous material abroad, therefore, Europe continues to risk lives and degrade the 

environment of the South Asian states. It would not be wrong to specify these shipbreaking 

regulations as, one step ahead and two steps back because these Conventions are evidently 

ambivalent in their adherence to the basic principles of health, safety and international 

environmental law. 

 
For radical breakthrough in shipbreaking practices, the South Asian states must genuinely 

address governing challenges of the shipbreaking industry, strictly implement labor and 

environment laws at the national level and criminalize the illegal traffic in hazardous 

wastes, provide training facility to workers, strive for international practice such as ship 

owners should clean the ship before sale for dismantling. There must be a clear legislation 

regarding the beaching method otherwise it will remain to be the prime means of disposal 

for end-of-life vessels and South Asian shipbreakers will continue to endanger lives for a 

living and the environmental cost of breaking ships will not end in near future. 
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CONCLUSION 
 

Recent reduction in taxes on scrap metal has led to a slight resurgence of output at Gadani 

Shipbreaking yard. More than 1 million ton of steel is recovered per year, and much of it is sold 

locally, reducing the steel imports. Shipbreaking Industry contribute billions in the national 

economy of Pakistan therefore, government must organize this vital industry on more professional 

lines. It provides employment to thousands of workers from all over Pakistan. The Industry must 

be revived in light of the International Conventions and the government must ensure workers 

constitutional rights by enforcing safety, social security and occupational health laws. Lastly, 

Pakistan must implement environment laws at the national level and criminalize the illegal traffic 

in hazardous wastes. It must strive for international practice such as ship owners should clean the 

ship before sale for dismantling. 

 

The overarching aim of Shipbreaking Industry should be to dismantle obsolete ships in a way, 

which does not pose any unnecessary risks to human health, safety and to the ecosystem. 
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