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ROLE OF CONSTRUCTION IN BUILDING NATIONAL ECONOMY 

1. HOLISTIC VIEW OF CONSTRUCTION SECTOR 
   

The tale of construction, in one way or the other, starts with the beginning of human 

beings. The history of construction traces the changes in building tools, methods, 

techniques and systems used in the field of construction. Development of housing, 

infrastructures such as dams, canals, roads, water supply, power supply, sanitation, 

school, hospital etc. have always been considered vital for leading to a decent standard 

of life. 

During great recession of thirties in the United States of America, when Stock Exchange 

crashed in one day and people became penniless, President Roosevelt ordered the 

start of large Infrastructural Projects of Roads, Bridges and Buildings to provide 

jobs to millions of people and created heavy demands for manufacturing goods which 

helped in the revival of Economy. 

The five-year trend (2021 – 2026) illustrates the industry’s gradual move toward 

normalization. In 2021, average gross margins fell to 16% amid severe supply chain 

disruptions and rising material costs. A partial recovery began in 2022, when margins 

reached 18%, followed by steady gains through 2023 and 2024 as inflation cooled and 

project pipelines expanded. By 2025, margins peaked at around 22%, driven by strong 

public investment and improved project delivery efficiency.  

Entering 2026, the average sits between 20% and 21%, marking a more stable but 

disciplined phase for most firms. Consequently, profitability now depends less on rising 

prices and more on strategic cost management and accurate financial planning. 

2. SIZE OF GLOBAL CONSTURCTION SECTOR 
 

2.1.1 The global construction market was valued at about $11.4 trillion in 2024 & 
growth is expected to continue throughout the decade, with total market value forecast 
to reach $16–17 trillion by 2030. It represents a compound annual growth rate of 
around 5–6% over the next five/six years. 

According to an analysis, Europe’s construction market was valued at roughly $3.2 
trillion in 2024 and is projected to grow at a 3.2% compound annual growth 
rate through 2033. Green building initiatives are driving a significant share of this 
growth. What concerns the U.K. remains the most competitive market, with average net 
profits between 7% and 8%, due to tighter margins on commercial and infrastructure 
contracts. 

 

https://en.wikipedia.org/wiki/Construction
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2.1.2 The China construction market was set to grow by 7.4% in 2025, reaching CNY 
9.13 trillion, with further expansion to CNY 12.22 trillion by 2029. The sector is driven 
by smart cities, AI-powered infrastructure, and sustainable development, alongside 
government-backed housing projects and industrial zone expansions. 

 

2.1.3: Turkey’s construction market size stands at USD 173.56 billion in 2026 and is 
projected to reach USD 266. 99 billion. Construction Sector has led the growth of 
Turkey which is now placed in the G20 Major Economics Group of the World. The 
India construction market size was estimated at USD 0.74 trillion in 2025 and projected 
to reach USD 1.03 trillion by 2030, at a CAGR (Compound Annual Growth Rate) of 6.87 
during 2025-2030. 

 
3. SIZE OF LOCAL CONSTRUCTION SECTOR  

 
3.1.1: Pakistan’s construction industry plays a vital role in the country’s economic 
landscape. As one of the key sectors contributing to national GDP, it influences 
employment, housing, and infrastructure development. However, while the sector 
shows significant promise, it also faces a myriad of challenges that can hinder its 
growth. 

3.1.2: Pakistan's construction industry is projected to shrink by 2.8% in 2025 due to 
inflation, currency depreciation, and political instability, but expected to recover with 
4.6% annual growth from 2026 to 2029.GDP from construction in Pakistan averaged 
238108.64 PKR Million from 2015 until 2025. Reaching an all time high of 337039.00 
PKR Million in the fourth quarter of 2017 and a record low of 158520.00 PKR Million in 
the second quarter of 2020. 

 

4. CONSTRUCTION ROLE IN BUILDING NATIONAL ECONOMY 

There is French saying that: - 

“If Construction moves everything moves” 

Construction and Housing industry plays a catalyst role to generate a chain of 

activities in the economy and some of them are listed below which uplifts the 

national economy directly/indirectly. 

4.1. GENERATION OF TAX 

 Construction Industry in Pakistan Consumes almost 80% of the national 

development budget which includes Federal PSDP, Provincial’s ADP’s, Private 

Investments and in return pays highest tax per million turnover 

compares to any other industrial sector of Pakistan. 
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 Pakistan Engineering Council (PEC) is collecting more than Rs One Billion 

on account of Constructors License Fee from the Construction Industry of 

Pakistan. 

 

4.2.  UPLIFT OF INDUSTRIAL SECTOR 

 The Construction & Housing Industry has a number of industries as many as 

more than Forty industries mentioned below which contributes substantial 

share in the GDP of the industrial sector. 

1. CEMENT    21. TRANSPORT FOR MATERIAL 

2. STEEL     22. BRICKS 

3. STEEL FABRICATION   23. COAL FOR FIRING BRICKS 

4. WOODEN DOOR MAKING   24. PAINT 

5. PLY WOOD    25. PUMPS 

6. ELECTRIC CABLE   26. ENGINEERING GOODS 

7. WIRE NETTING, BINDING WIRE  27. ELECTRIC CONTROL PANELS 

8. ELECTRIC FANS/FITTINGS  28. PLASTIC PIPE 

9. ELECTRIC SWITCHES   29. POLYTHENE SHEETS 

10.  PVC PIPE    30. THERMO PORE SHEETS 

11. G.I. PIPE    31. GLASS 

12. R.C.C. PIPE    32. DOOR WINDOW FIXTURE 

13. CAST IRON SPAN PIPE   33. DOOR LOCKS 

14. CERAMIC TILES    34. BULB AND TUBE LIGHTS 

15. MARBLE TILES    35. GEYSER AND COOKING RANGE 

16. SANITARY WARES   36. WASHING MACHINE 

17. SANITARY FITTINGS   37. AIR-CONDITIONER 

18. STONE CRUSHING   38. ALUMINUM 

19. SAND MINING    39. FURNITURE 

20. MARBLE CHIPS    40. MATERIAL TESTING EQUIPMENT 

 

4.3. UPLIFT THE OTHER SECTROL SHARES IN GDP 

The Growth of all sectors are inter linked with the Construction Sector directly or 

indirectly. As a chain activity Construction Sector always improved the other sectoral 

share substantially in GDP and the present available potential are as follows: - 

- Recent World Bank Study indentified “Poor Infrastructure” as a greater growth 

Constrain for Pakistan Economy costing 4 to 6% of GDP per year which may be 
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around US $ 6 Billion per year. The losses may be controlled by mobilizing 

Construction activities and the Construction activity can uplift 4 to 6% of GDP in 

the Service Sector Sub Sector Transport, Storage and Communication. 

- Electricity Generation & Distribution a sub sector of Industrial Sector is putting losses 

3 to 4 % of the GDP. The losses may be controlled by mobilizing Construction Sector 

and the Construction activity can uplift the all-relevant sectoral shares 

substantially in GDP with a cumulative effect between 3 to 4 % of the GDP of 

Pakistan. 

 

4.4 UPLIFT OF SMALL & MEDIUM ENTER PRISES 

All over the world it is considered by the economist that SMEs have substantial potential 

to change the destiny of those countries which possess substantial human resources/ 

population in a very short period of time and accordingly worldwide facilitated by the 

Governments and financial institutions. 

In Pakistan, Banks & financial institutions are very rigid for providing financing facilities 

without any security or collateral. The assets which are being created through 

Construction and Housing activities are being used as a Construction chain activity 

by the Banks as security to provide financing to SMEs. As per Survey, Banks have 

provided 7% loans/financing facilities out of their total financing portfolio to meet 

the demands of Working Capital of SMEs by using assets created through Housing 

activities but not directly to Construction. 

In Pakistan more than 25,000 registered Construction and Housing Companies are 

working as Small and Medium Enterprises putting self generated local investments to 

boost the Construction & Housing Sector of Pakistan and providing jobs directly to 

millions of the people. 

4.5 EMPLOYMENT GENERATION 

Construction industry is also one of the prime sources of employment generation in 
Pakistan and the second largest industry of Pakistan followed by Textile Sector, which is 
providing jobs to millions of unskilled, semi-skilled and skilled work force. Construction 
Sector GDP Share is 2.3% but Construction sector absorbs ~7.61% of the total labor 
force and also provides stimulus to over 42 ancillary sectors including Steel, Cement, 
Bitumen, aluminum, brick, cables, fixtures, glass, kitchen and bathroom fittings, marble, 
paint, steel, tiles, transportation, warehousing and wood. 

Construction activities which are being carried out for the new work, repair and 
rehabilitation works in the Agriculture, Manufacturing & Mining, Wholesale/Retail, 
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Transport & Communication etc are not reported in the Employment share of the 
Construction Sector. It is estimated that indirect employment of Construction Share is 
around 7.5%. The construction industry is considered as a backbone of any economy as it 
provides enormous employment opportunities to skilled and unskilled workers. The 
construction sector also provides stimulus to its allied industries and to the economy as a 
whole. 

4.6 ON JOB TRAINING FOR OVERSEAS  

The labor force / manpower including Engineers, Diploma Holders after getting 
experience and training during their jobs in construction field, later on obtain jobs 
mostly in Middle East/Far East and earn foreign exchange for the country. Due to on job 
training of unskilled workers local Construction and Housing Industry is facing 
losses of around Rs. 25 Billion per year due to quality issues require redoing the 
Construction Work wastages by the under-training manpower. The inflow of 
remittances has shown handsome growth of 26.6 percent and enhanced by $8 billion to 
highest-ever level of $38.3 billion in the country’s history in fiscal year 2024-25 as 
compared to $30.3 billion in the preceding year 2023-24, according to the latest data of 
the State Bank of Pakistan (SBP). Major sources are Saudi Arabia, U.A.E, other GCC 
Countries etc. it is estimated that 50% of the total remittance are sent by Construction 
Workers which is worked out around 19 Billion US$. Whereas Construction and 
Housing Industry is producing “SMART LABOUR” and indirectly contributes to boost 
Pakistan Foreign Exchange reserves through on job training of Construction Workers. 
The remittances are likely to increase substantially @15% (26.6%) per year as the 
demand of Pakistani Construction Workers are likely to increase.  

It is also estimated that out of total remittance of 38 Billion US dollars 50% amount is 

coming to Housing sector which is being used to improve living Standards/conditions by 

the overseas Pakistani’s thus providing substantial relief to the national economy.  

A table of Construction Workers proceeded overseas for Employment is listed below 

during the period 1971-2025 
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4.7 SOCIAL SECTOR IMPROVEMENT / POVERTY ALLEVIATION 

Pakistan’s total population is estimated around 250 million and a vast 
vacuum exists in Social Sector. Majority of the population do not have access 
to basic needs such as: 

 
 For Education we need Schools, Colleges and Vocational Training 

Centers buildings 
 For Health we need Hospitals and clinics 
 For Potable Water and to reduce risks related to public health we need 

Water and Sanitation system  
 For Transportation we need Roads, Bridges, Flyovers, Airports and 

Railways System etc.  
 For Industry we need Industrial Buildings and Industrial Estates along 

with Mechanical & Electrical Installations 
 For Irrigation/Power and to promote Agriculture we need Dams, Canals 

and Tube-Wells etc. 
 For Housing we need customized housing, office complex. Shopping 

complexes and real estate development  
For Existing Infrastructures, we need Construction activity for maintenance. 
The investments which are already made or to be made for the 
Construction activities in the above areas facilitate Poverty Alleviations by 
providing employments to unemployed person. 
 

4.8 POTENTIAL TO MEET THE MILLENNIUM GOALS / HUMAN 
DEVELOPMENT INDEX (HDI) 

In September 2000 Pakistan had committed to adopt UN Millennium Declaration to 

reverse the grinding poverty, hunger and disease but failed to achieve targets. 

Construction and Housing Sector has a potential to act as catalyst to achieve the 

committed goals. At present UN HDI for Pakistan is below from acceptable level but 

the Construction and Housing sector provide vital ingredient to improve the HDI 

level. 

5.0  SWOT ANALYSIS OF CONSTRUCTION SECTOR: 

- Strengths: 
Steady growing demand, Large labor force, Readily available raw materials, Increased 

Government spending & Established relationship with suppliers, Socio economic 

uplift. 
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- Weaknesses:  
Unskilled Labor Force, Lack of Technology Innovation, Tight Budget, Design Changes, 

Weather dependency, shortage of skilled labor & Deadlines and Delays, multiple Labor 

Laws alien to nature of trade, highly Regulations, Heavy Taxes, Non-availability of 

govt. ownership/support like Engineering development board (EDB), Trade 

development authority (TDAP) available for other sectors, To work under control 

rates below the profits of basic markups.  

 

- Opportunities:  
Market growth, Government initiatives, Securing Public Sector Contracts, Lower 

Capital Gain Tax, Partnerships & Advancement in Technology. Can exploit 

International Construction market particularly in Middle East. 

 

- Threats:  
Economic Downturn, Intense competition, Exchange rate fluctuation, Inflation, 

Safety Concerns, High rate of corruption, Litigation, Patronization of state owned 

firms like FWO & NLC without competition,  Weak cash flow due to delay in 

payments or non-payments in completion of projects timely putting delay losses, 

Domination of Chinese contractors, Highly taxation, Double layers of taxations, High 

tax/tariff on import of 2nd hand construction plant, equipment & machinery, 

Difficulty in obtaining bank guarantee and finances as bank classified construction 

sector as “High risk trade” , Regulatory Changes, Non-implementation of Pakistan 

standard bidding documents (For construction contracts) notified by the PEC, 

ECNEC & PPRA by the federal, provincial and local governments.  

 

6.0 WAY FORWARD 

There is a long list for the role of Construction in building the economy of Pakistan 

but it is required that Policy makers of Pakistan must acknowledge the potentials 

which are available with the Construction Sector of Pakistan and also highlighted in 

World Bank, IMF and State Bank of Pakistan Reports so that maximum benefits and 

tangible value additions may be obtained to change the destiny of Pakistan. 

Industry needs reforms and want one window facility regulator to deliberate and 

resolve the issues and which can be achieved by establishing “Construction Industry 

Development Board” which may run on private sector principles to play its due role 

for the betterment.  


