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TRADE OF LIQUOR IN PAKISTAN
The Constitution of Islamic Republic of Pakistan allows the sale of liquor to non-Muslims only. After the promulgation of Prohibition Ordinance, possession or sale of liquor by or to the Muslims has been declared a cognizable offense. The situation on ground is however entirely different. More than 90% of the liquor produced by the three breweries i.e. Muree Brewery, Quetta Distalary and Beach Brewery in Pakistan is consumed by the Muslims. Moreover, a sizable quantity of foreign liquor smuggled or imported in the country is also consumed by the Muslims. The extent to which this illegal trade has been channelised and legalized can be judged from the fact that the duties levied on sale of liquor are the highest contributor towards Provincial Ex-chequer in Balochistan while this is the second largest source of revenue generation for the Government of Sindh. The mechanics of operation and legal lacunas which allow the sale of local and imported liquor to the Muslims have been discussed in detial in the report. There have been lot of large scale duty evasion and issuane of fake permits in the provinces of Sindh and Balochistan respectively. The availability of foreign liquor in the coastal areas which resultantly pushes the prices of Pak made foreign liquor down thereby reducing the margin of profits have also been examined in detail. The existance of 123 licensees in the Sindh Province compared with 7 in the Punjab and the lack of economies of sacle in Sindh Province have also been discussed in the report. The ethical issues and the ban on sale of any kind of liquor in the NWFP have also been included in the repeort to provide a complete perspective. 

Lastly, the trade of imported liquor in Pakistan has also been discussed in detail and the possible role of Government Departments in regularing this trade have also been discused. In the end, the author has given five proposals for consideration by the Provincial and the Federal Governments for streamlining the existing system.   

PAK MADE FOREIGN LIQUOR PMFL


Liquor is produced in Pakistan by three breweries / distilleries  namely Muree Brewery, Quetta Distillery and Beach Brewery. In every province, there are non-Muslims who are issued valid permit for purchase of liquor according to the quota of 5 units per month. In Karachi there are about 42000 such permit holders. These permit holders are registered with 44 retailers in Karachi. The list is enclosed as Annex ‘A’. These retailers pay an annual fees of Rs. 300,000/- to the Government as license fees. Based on the number of permits registered with them these retailers place their demands with the 6 wholesalers of Karachi who pay Rs. 500,000/- as license fees to the Government of Sindh (Annex ‘B’). The wholesalers in turn place their orders to either of the three breweries for buying the required stuff which in local parlance is called “import”. This liquor is imported from the breweries in the units of Truck load.  Each Truck load carries about 560 dozens of bottles. The duty levied on one such truck is Rs. 1.95 million and the total revenue raised by the Government of Sindh under this head is around Rs. 900 million per annum. The revenue generated in Karachi under the head of Excise duties during the last 4 years is given as under:-

	2000-2001
	2001-2002
	2002-2003
	2003-2004

	427.078
	421.435
	452.209
	471.903


(Rs. in million)


Before the year 2000, the wholesalers used to import liquor from the three breweries after paying the government duties except the assessment fees. The rate of duties on one bottle of Pak made foreign liquor is :-

	
	EXCISE DUTY
	VEND FEE
	ASSESSMENT FEE
	PERMIT FEES

	P.M.F.L
	Rs.95/- 
	Rs.5/-
	Rs.250/-
	Rs.6/-

	BEER
	Rs.5/-

(500 ml)
	Rs.2/-
	Rs.28/-
	30 paisas



From the perusal of these rates, it transpires that the wholesalers had to pay around Rs. 712,000/- on account of Excise Duty, Vend Fees and Permit Fees before they could import the liquor from the three breweries. This liquor was then sold to the retailers who used to sell it to the permit holders and recover the assessment fees of Rs. 250/- per bottle and deposit the same in the Government ex-chequer. In order to make illegal profits, the retailers started to reimburse the assessment fees on the bottles, which was far less than the amount due on the actual quantity purchased from the wholesalers. Since this was done in connivance with the Excise staff, therefore, no serious action was initiated to control the situation. The plea taken by the retailers was that during the transportation  a number of bottles were getting broken due to which the assessment fees cannot be recovered on them. The figure from 1999-1997 reported by the Excise Department reveals that this breakage, which normally had to be less than 5%, increased to the extent that the Government Ex-chequer had been denied the revenue to the tune of Rs. 35.5 (147957x12x200) millions. The figures quoted by the Excise Department in 1997 are given below:-   

	1995
	1996
	1997
	Total

	40771 dozens
	44793 dozens
	62393 dozens
	147957 dozens



The actual figures of 1998-99 are not available, however it is reported that the picture for these years are even worse. In the early 2000 with the over throw of political set up, the Excise Department took a bold step and directed that the assessment fees of Rs. 250/- per bottle should be recovered in advance so that the question of later reimbursement, breakage and reconciliation should not arise. The new instructions were enforced after great resistance from the wholesalers who now had to pay about Rs. 1.95 million per Truck in advance to the Government contrary to the figure of Rs. 0.75 million mentioned earlier. This not only meant requirement of more funds for the purchase of liquor but also that the provision of reporting fake breakage was done away with. In this scenario the wine dealers had no option but to earn the normal profits on this trade which was not very attractive. It is not surprising that under the circumstances import of liquor from the three breweries sharply went down which is evident from the figures given below:-    

	FOR THE YEAR
	IMPORT PERMIT
	P.M.F.L.
	BEER

	
	
	Doz.        Qts.
	Doz.          Bottles

	1999-2000
	274
	120250
	97900

	2000-2001
	179
	78000
	64900

	2001-2002
	166
	75400
	55000

	2002-2003
	212
	84500
	90200

	2003-2004
	211
	74750
	105600

	Grand Total
	1042
	432900
	4136000


The figures quoted above show that the consumption of PMFL has gone down in Karachi. Is it really so? Unfortunately it only reflects one side of the picture. Sale of wine is profitable only if retailers and wholesalers can resort to evasion of government duties and taxes. Since the Government had plugged in a major source of tax evasion, wine dealers resorted to purchase of liquor from Balochistan which has a far smaller rate of duty on import of PMFL. This provides the other aspect of the liquor trade in Pakistan. 


Balochistan province has a far less population than Sindh in general and that of non-Muslims in particular. This is due to a very strong Hindu community in Tharparkar, Jacobabad and Shikarpur and a very large Christian community in Karachi. The permits for the purchase of liquor issued by the Excise & Taxation Department, Govt. of Sindh are in the name of members of primarily these two minority communities. These permits are registered in the district where they are issued and the permit holder can get liquor from a specific retail shop only. Due to these regulations, it is not possible for a permit holder of Karachi to buy liquor on same permit from any other district. Government of Balochistan has levied duties on the import of liquor at a far lesser tariff than  that of Government of Sindh. This decision of Government of Balochistan is mainly due to the reason of the availability of foreign liquor in the coastal areas of Balochistan due to which it cannot increase the price of local liquor. Under the circumstances, it is interesting to note that with the decrease in sale of liquor in Sindh, due to advance assessment fees and higher tariff, the sale of liquor in Balochistan doubled in a short span of 4 years. From the years 2000 to 2004, the figures are given below:-

	2000-2001
	2001-2002
	2002-2003
	2003-2004

	Rs. 13,79,24,130/-
	Rs. 16,18,54,168/-
	Rs. 21,50,69,880/-
	Rs.25,25,49,460/-



From the perusal of the above mentioned figures, it transpires that Government of Balochistan has generated Rs. 252. 5 million from the sale of liquor despite the fact that its rate of duties is 33% of the tariff applicable in Sindh. In real terms, therefore, the quantity of liquor sold in Balochistan is only 20% or so less than the Sindh Province. Considering the facts that Balochistan has a very small non-Muslim population compared with that of Sindh and that the foreign liquor is also available cheaply over there, this extraordinary high quantity of sale of liquor in Balochistan has raised many eyebrows. Given also that the sale of liquor is permitted on permits issued in the name of non-Muslims only, it is beyond comprehension as to who are the actual permit holders.   However, when the figures of Balochistan and Sindh during the years 2000 to 2004 are compared, an inference can be drawn that the decline in sale of liquor in Sindh has led to increase in the sale of liquor in Balochistan. Since the scenario is unusual one and apparently there is a huge tax evasion involved, NAB has already started investigation in the matter and is trying to unearth the mechanism by which this illegal trade is being channelized.  

The speculations regarding this trade are such that wholesalers have opened shops in both the provinces and purchase liquor from the three breweries in the name of Balochistan while Trucks unload the goods in Sindh Province. Resultantly, liquor never reaches the wholesaler of Balochistan who has actually placed the order. Government of Sindh has been very actively pursuing the matter and proposed that Government of Balochistan should bring its duties at par with the Sindh Province. It has also proposed that every bottle of liquor should be stamped as  “For Sindh Province”, “For Balochistan Province” and “For Punjab Province” with batch numbers so that the liquor meant for Balochistan Province cannot be sold in Sindh Province. In this regard the example of India is very pertinent where the name of every Estate / Province is stamped on the bottle of liquor for monitoring the sale.   

ETHICAL ISSUES :-


The above mentioned analysis of facts and figures clearly indicates that the sale of liquor in Balochistan and Sindh are dependent. To prove this hypothesis a small test was also conducted on the basis of these figures which has also proved that two samples are statistically dependent. It is therefore, ironical that two Provincial Governments are unable to resolve the matter. This is where the ethical issues come into the picture. 

As stated earlier, the Government of Balochistan is generating Rs. 250 million from the trade which is probably its largest source of revenue generation. The Government of Balochistan is therefore, not prepared to lose this revenue, although it is aware that part of this liquor is being imported through fake permit holders. The Government of Sindh is also not prepared to lower the tariff rates because it is also earning around Rs.900 million from this trade. Moreover, there is a very strong minority MPAs presence in the Provincial Assembly which can de-stabilize any government if an attempt is made to close down wine shops. 

The proposal of reducing the number of retail outlets from 120 in Sindh and 43 in Karachi to a more manageable figure has been under consideration before the Government of Sindh. The proposal is supported by the example of Punjab as in the entire Province of Punjab there are only 7 license holders which are all 4 or 5 Star  Hotels. In Punjab for these hotels, the sale of wine is not their main source of earning. Moreover, in view of the reputations of the hotels, they generally do not indulge in illegal practices at such a large scale. It is also not economical for the people to transport liquor on commercial basis from Lahore, Faisalabad and Rawalpindi to even smaller towns. Unfortunately due to political reasons, the Provincial Governments in Sindh or Balochistan do not reduce the number of wine shops where the close monitoring by the Government is not possible. In Pakistan, it is generally said that every initiative has to be backed by a political will. The Government of NWFP under MMA took this bold step in 2003 and banned the sale of any kind of liquor in the province. The Governments of Sindh, Balochistan and Punjab however have not even considered taking this step. It is also stated that a permanent ban on sale of liquor will open the doors for use of home made tincture and other narcotics, which claim many lives every year. These Governments believe that in NWFP because of sale of “NASWAR” this negative impact on ban on sale of liquor is not there. 


In view of the aforementioned facts, it is generally stated that the import and sale of local liquor which is mainly sold to the Muslims cannot be stopped / prohibited in Pakistan. It is however, a matter of concern that this trade is being channelized in a manner that all the players of the game derive unusual profits.  

FOREIGN LIQUOR

Foreign liquor in Pakistan is mainly brought through three channels:-

a) Liquor is legally imported in the name of foreigners / Foreign Missions / Embassies which is mainly sold to the Muslims consumers in Karachi, Lahore, Islamabad and Peshawar. 

b) Foreign liquor at a small scale is smuggled by air, however, due to its small quantity it rarely affects the price in the market. 

c) In the Coastal areas, liquor is smuggled through Launches and then supplied to the smaller towns. 

The procedure of importing foreign liquor in the name of Foreign Missions / Embassies  is such that an NOC is issued from the Ministry of Foreign Affairs based on which Pakistan Customs allows the import of liquor to Pakistan by sea. Liquor is then stored in 10 bonded warehouses, the list of which is enclosed as Annex ‘C’. From these warehouses, it is supplied up-country through a few specific Goods Transporting Agencies after obtaining NOC from Excise Department, Govt. of Sindh. These warehouses also channelize local sales in Karachi through bootleggers. 

When the complaints of sale of imported liquor increased, the Government of Sindh tried to monitor this sale and appraoched Foreign Office and Custom Department on 28-3-2001 to verify the NOCs issued to the foreigners / Foreign Missions and sent all the details of bill of entries entertained by the Directorate of Excise, Govt. of Sindh Karachi from 1-7-2000 to 28-2-2001. The Foreign Office did not respond to the request of Excise Department, Government of Sindh while the Customs Department replied with a request to convey the Bond number, Index number and IGM number along with other details for verification. The Directorate of Excise conveyed the required information to Custom Department, however no further respond was received from them. An indirect effect of this exercise can however be seen from the details of bill of entries entertained by the Excise Department after 28-2-2001 i.e. after the Excise Department started monitoring this trade.The details of the bill of entries on which the liquor is imported is given as Annex ‘D’.

From the perusal of figures given in Annex ‘D’, it transpires  that the  average number of bill of entries entertained between 1-7-2000 to 28-2-2001 was 189 which went down to 38 and 21 in the months of June and July, 2001 respectively. In order to ensure the delivery of liquor to the Foreigners / Foreign Missions in whose name liquor was being imported, the Excise & Taxation Department approached Fedex for entering into a contract with the Governemnt of Sindh. The Fedex management in Pakistan found the proposal feasible and after meetings with the Excise Department forwarded the proposal to their Singapore office. Latter, however did not approve the proposal as it was considered that sale of liquor is a banned item in Pakistan and handling of liquor may spoil the clean image of Fedex. A similar response was received from TCS due to which the Government of Sindh could not achieve the objective of ensuring the delivery of consignment to the original consignee. In view of the situation, the Governemnt of Sindh discontinued the issuance of local transport permits and disassociated itself from the trade of foreign liquor in December, 2002. The above mentioned details also provide credence to the observation that the majority of foreign liquor brought to Pakistan is either through the bonded warehouses or through the launches. It is also a matter of fact that generally it is believed that liquor in Islamabad can be easily purchased through the lower staff of a few foreign embassies or bonded warehouses.  

CONCLUSION

The Constitution of Islamic Republic of Pakistan has declared consumption of Alcohol by the Muslims as a cognizable offense. Even for the use of Alcohol in medicines like Cough Syrup and Gripe Water, the Excise Department posts its staff to ensure that it is used  only for medicines. It is, however, a fact that majority of liquor produced by the three breweries or that smuggled from abroad is consumed by the Muslims. The Pak made liquor is mainly consumed by the middle and lower middle class while the imported liquor is consumed by the upper middle and upper class.  The prices of foreign liquor in Karachi are comparatively lower than the rest of the country because of the availability of foreign liquor smuggled through coastal belt and the bonded warehouses. The availability of foreign liquor at lower prices pushes down the prices of Pak made liquor. Consequently, because of the lower margin of profits, the wine traders of PMFL, therefore, resort to tax evasion and purchase liquor from Balochistan thereby denying the Provincial Government its due share of taxes. Simple solution of these problems is the one adopted by the NWFP i.e. clamping a ban on the sale of liquor. Unfortunately, due to political as well as social reasons such a step cannot be taken in Sindh, Balochistan and Punjab. All the governments are therefore, trying to make the best out of this trade and raise the revenue for their ex-chequer though the same is not being done in a transparent manner. The lacunas pointed out in the report which are already in the knowledge of the provincial government need to be removed and provincial government can consider following actions in this regard :-

a) Reduce the number of wholsalers and retailers to a managable level on the pattern of Punjab. 

b) Stamp the bottles as is the practice in India. 

c) Periodically review list of permit holders to check their validity. 

d) Periodically review the list of NOCs issued by the Foreign Office to control and monitor the import of sale of foreign liquor. 

e) Conduct an exercise of collecting figures of foreign liquor being imported by Foreign Missions and Embassies and analyze if the same is justified in view of the staff and requirements of their Missions. 

It may be observed that the implementation of the above actions can certainly help the Provincial and the Federal Governments in regulating the liquor trade in Pakistan and reducing the evil practices which have set in over past decade or so. 
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