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List of Abbreviations
FBR-Federal Board of Revenue
FDI- Foreign Direct Investment
FERA-Foreign Exchange Regulation Act
GEI-Global Entrepreneurship Index
GEM-Growth Enterprise Market
GII-Global Innovation Index
IRT-National Investor Roundtable
MOITT-Ministry of Information Technology and Telecommunication
NIC-National Incubation Center
NIS-National Investor Summit
PSX-Pakistan Stock Exchange
PBIT-Punjab Board of Investment and Trade
SBP- State Bank of Pakistan
SCRA- Special Convertible Rupee Accounts
SECP-Securities and Exchange Commission of Pakistan
SPV-Special Purpose Vehicle
VC-Venture Capitalist
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Executive Summary
This whitepaper summarizes the discussions and recommendations put forward in the
second Investor Roundtable- IRT 2.0, organized by the National Incubation Centre as
a completely virtual event, on the 27th of July 2020. The Roundtable brought emerging investment challenges to the forefront and explored possibilities for collaboration
amongst various players to take the ecosystem forward. Recent developments in the
regulatory regime were discussed, and bottlenecks were identified, that complicate
the investment processes, for both local and foreign investments. A set of recommendations were put forward to resolve regulatory hurdles, to open avenues for investments in Pakistani startups.

Partners
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Key issues identified at IRT 2.0
1. Regulatory policies by the State Bank of Pakistan and other regulators are not
conducive to attracting FDI in the country. These regulatory constraints inhibit
entry, proper utilization and exit of funds for any foreign investor to invest in
startups/VC firms in Pakistan.
2. Clauses in the Foreign Exchange Manual issued by the SBP inhibit Pakistani tax
residents from acquiring shares in foreign companies, without prior consent of the
SBP.
3. Commercial banks, lack a thorough understanding of the startup investment
ecosystem and serve as a bridge between SBP and investors/startups, hindering
direct communication between the two parties.
4. An overburdening of regulatory policies from different regulators is forcing local
companies to register themselves abroad.
5. Regulatory burdens hinder locally registered funds from partnering with
international funds.
6. A central database for both startups and investors is required to provide visibility
for both parties, and a medium for collaboration.
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Message from the Founders
“Our vision for the Investor Roundtable was to bring
everyone together, discuss their concerns and get
valuable suggestions from key stakeholders. The goal is
to take this ecosystem to the next level, and we can do it
by taking the more aggressive and opportunistic path of
growth for startups across Pakistan”.
Zouhair Khaliq, Co-Founder, Teamup

“I hope we take these challenges head on and be a
little bit more aggressive in solving them. As they say,
Rome wasn’t built in a day, if we can inch each step
forward, at least we will be better off than where we
were. In a small gap of approximately 3 to 4 years we have
come significantly forward and I am sure if we accelerate
our pace, we’ll be talking about much bigger numbers and
successes in the coming years”.
Parvez Abbasi, Project Director, NIC
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IRT 2.0 Participants
International VCs and Angels

Nadeem Shaikh
CEO, Neem Exponential

Beau Seil
Partner, Patamar Capital

Faisal Chowdhry
Executive Director,
Goldman Sachs

Aatif Awan
Founder, Indus Valley Capital

Meenah Tariq
Partner, Karavan

Faisal Aftab
Executive Director,
Lakson VC

Gahtan Vahidy
Head of Private Funds,
JS Investments

Karim Punjani
Assistant VP,
JS Global Capital

Salman Chattha
Senior Associate,
Sarmayacar.

Muhammad Junaid Sadiq
Investment Associate,
Karandaaz

Ammar Ahmed Jeddy
Senior Manager
Investments,
Dawood Hercules

Asad Jafri
Investment Manager,
i2i Ventures

Local VCs

Misbah Naqvi
Partner, i2i Ventures

Khurram Zafar
Director, 47 Ventures

Regulators & Other Government Officials

Shoaib Ahmed Siddiqui
Federal Secretary (IT &
Telecommunication)

Farrukh Sabzwari
Commissioner, Security &
Exchange Commission of
Pakistan

Waseem Khan
Director, Security &
Exchange Commission of
Pakistan

Khalida Habib
Executive Director,
Security & Exchange
Commission of Pakistan

Shoukat Bizinjo
Additional Direction
Payment System
Department,
State Bank of Pakistan

Abid Nazir
Joint Director Foreign
Exchange Policy,
State Bank of Pakistan

Asfand Yar Khan
Head of External
Investment &
Commercialization,
Ignite

Ali Iqbal
General Manager, Ignite

Hassan Daud Butt
CEO, KP Board of
Investment and Trade

Asim Ishaq Khan
Deputy Director Project,
KP IT Board

Raeda Latif
Head of Marketing &
Business Development,
Pakistan Stock Exchange

Sohail Qadri
Director, Projects & Policy
Research, PBIT
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Corporates, ESOs & Others

Naeem Zamindar
CEO, Zamindar Capital

Samar Hasan
Founder, Epiphany

Khurram Jamali
CEO, Digital Pakistan
Foundation

Barrister Ahmed Uzair
Partner, AUC | Law

Ali Naseer
Chief Business Officer,
Jazz

Aamer Ejaz
Chief Digital & Strategy
Officer, Jazz

Mian Talha Nasruddin
Head of Products,
Growth & Startup
Ecosystem, Jazz

Haris Javed
Head of Digital Products
& Growth, Jazz

Jehan Ara
Founder, The Nest I/O

Asad Hameed Khan
Market Head & Business
Development, ACCA

Dr. Naveed Iftikhar
CEO, Learners’ Republic

Shahzad Shahid
Chairman, P@sha

Mohammad Shamoon
Chaudry
CFO, Dawood Hercules

Hasan Khan
Strategy Analyst,
Dawood Hercules

Wajiha Wasif
Investment Analyst,
Dawood Hercules

Muhammad Usman
Siddiqui
Investment Analyst,
Dawood Hercules

Basim Najeeb Siddiqui
Knowledge Analyst,
McKinsey & Company

Ali Malik
Partner, Mckinsey

Zouhair Khaliq
Co-founder & Partner,
Teamup

Parvez Abbasi
Project Director , NIC

Fasieh Mehta
Program Manager, NIC

Ahad Wazir
Head of Investment &
Partnerships, NIC

Cynia Ejaz
Sr. Community Manager,
NIC

Syed Azfar Hussain
Program Manager,
NIC Karachi

Farhad Shafqat Qayyum
Incubation Manager,
NIC Peshawar

Faisal Jamil
Projects Director, NIC
Peshawar

Sana Shah
Creative & Outreach
Manager, NIC Karachi
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An overview of investments in the
Pakistani startup ecosystem
As the startup ecosystem in Pakistan is maturing, the number of formalized players is
increasing, paving way for the overall development of the entrepreneurial landscape.
Overall, the number of formalized incubation centers, funding players and deals in
Pakistan have increased considerably over the past eight years. There is active
participation from the government, the private sector, local and international
investors, and the diaspora community which is driving the ecosystem in a positive
direction. While growth is promised, Pakistan still lags behind peer countries.
According to the Global Entrepreneurship Index (GEI) 2019, Pakistan stood at 109
out of 137 countries. While this was an improvement over the 2018 figure, where
Pakistan stood at 122, it still lagged significantly behind comparable economies – the
UAE ranked 25th, with India at 78, and Nigeria at 92.
According to the Global Innovation Index (GII) 2020, Pakistan ranks at 107 out of 131
countries, which is a drop from the year before. The rank indicates the absence of
a strong and balanced innovation system in the country. Lack of financing resources
serve as the greatest impediment to the growth in the innovation ecosystem of a
country and for countries like Pakistan, imperfections in the capital market serve as
major showstopper for investors looking to invest in new innovative ideas.
The above-mentioned statistics reinforce the need to foster innovation in the country,
and to create an environment conducive to attracting investment. Since the
entrepreneurial ecosystem is one of the greatest pillars to fostering innovation in a
country, Pakistan needs to build up in this domain before it can call itself a mature
startup market. This calls for the government, investors, regulatory bodies and
other ecosystem actors to collaborate closely if the country is to reach its full
entrepreneurial potential.
While the ecosystem still has a long way to go, it is worth mentioning that the
Pakistani Startup space is attracting positive investor interest, which is symbolic of
its growth potential. There has been an overall increase in the number of deals and
investment funds since 2015.
While there were 101 deals recorded between 2015-19 in Pakistan-based
companies, about 47 of those occurred in just the past two years (2018-19). In 2019
alone, investors poured $36 million into 14 Pakistani tech startups across 15 deals. 10
startups raised seed funding in 2019, with Airlift, Tello Talk and Eat Mubarak securing
the largest ticket size. Four startups-Airlift, Cheetay, Bykea and Knowledge Platform
secured Series A funding, while Finja managed to secure a Convertible Note Funding.
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2020 seems to be a promising year for investors and startups, with startups raising
$18 million, in just the first six months of the year, which is a 13% increase from the
same time period last year. The surge in investments can largely be accredited to the
outbreak of COVID-19, which accelerated the adoption of digital technologies in the
country, this is evidenced by increased investments in E-Commerce and healthcare.
When compared with overall investments secured in 2019, Pakistan Venture
Investment 2020 Snapshot show an increase of 63%. Approximately 29 venture
capital (VC) firms invested in Pakistan in 2020, with 76% of those being international
investors.
Another interesting trend for 2020 is a shift in investment dynamics, with investors
showing interest in B2B startups- recent rounds raised by Dastgyr, Bazaar and
Taajir paint a promising picture for these segments to grow due to the size of the
opportunity. A few investment highlights from the last 5 years, presented in i2i’s deal
tracker are shown in Fig.1.

Fig 1. Amount Raised 2015-2020 [1]

[1] https://invest2innovate.com/deal-flow-tracker/
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Some key investments raised (2019 - 2020)

Fig 2. Startups raising investments [2]

The above key investments raised (2019-20) are indicative of an increasing interest
from investors in Pakistani startups. Pakistan is a lucrative startup market and with the
right support from the government, regulatory bodies, ecosystem enablers, and other
relevant players, the identified challenges can quickly be overcome, and the impact of
the ecosystem can be increased manifold.

[2] https://techshaw.com/pakistani-tech-startups-raised-a-record-36-million-in-2019-12c1caab05b
https://magnitt.com/research/50726/h1-2020-pakistan-venture-snapshot
https://www.menabytes.com/aimfit-seed/
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The IRT Vision
In order to fully harness the Pakistani startup potential, and to finetune and optimize
the investment regulations in the country, the National Incubation Center initiated the
National Investor Roundtable Series in 2019. The first National Investor Roundtable
Conference-IRT 1.0, was held in October 2019, and was followed by IRT 2.0 in July
2020. The vision behind this series is to bring all stakeholders onto a common platform
for collaborative initiatives that can lead towards policy development and the creation
of an ecosystem conducive to attracting investments. IRT 1.0 allowed participants to
develop a broad level understanding of the investment challenges in Pakistan, which
were narrowed down, and specifically discussed in IRT 2.0. This will be proceeded by
IRT 3.0, where small working groups will be initiated, to work on policy reforms, to be
presented to the State Bank of Pakistan, to help structure processes in favor of local
and foreign investments.
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Highlights of discussions at IRT 1.0
1. Regulatory hurdles inhibit the channelizing and mobilizing of funds. A lack
of coordination amongst regulatory bodies burdens investors
2. There is lack of exit mechanisms defined for VCs. The stringent requirements
of SBP create barriers to entry for the Pakistani diaspora and international VCs.
Recommendation to establish a Venture Capital Association put forward
3. Formation of an Angel Syndicate recommended. Lack of education on Angel
Investment highlighted as a key challenge to the ecosystem
4. Participants stressed on the need to educate startups on pitching for
investment, company valuation and related investment areas
5. A National Database for startups to be created to provide visibility to different
players in the ecosystem
6. Quarterly Roundtables to be held in order to discuss progress and explore areas
for collaboration

Download the IRT1.0 whitepaper https://nicpakistan.pk/publications/
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National Investor Roundtable 2.0
IRT 2.0- chaired by Zouhair Khaliq, and moderated by Fasieh Mehta and Ahad Wazir,
witnessed participation from more than 50 key representatives from the government
and the private sector, in addition to policymakers, Venture Capitalists and Angel
Investors. This was the first ever virtual investor round table to be conducted in
Pakistan, attracting local and international investors, and key representatives from
across the ecosystem.
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Recent developments in Pakistan’s regulatory landscape
1. The SECP, realizing the need for startups to be recognized and protected through
the regulatory regime, introduced amendments to the Company’s Act 2017, under
the Companies (Amendment) Ordinance 2020.
• Definition of a Startup incorporated in law
• Incorporating Employee Stock Options for use by Private Limited Companies
• Relaxation in requirements for issuing Sweat Equity
However, the Ordinance ceased to be enforce after the 27th of August 2020 and the
continuance of the ordinance will be looked upon by SECP.

Other initiatives taken by the SECP include:
•

Revising the Private Funds Regulations, 2015 to allow local firms to be
registered in trust, company or LLP structure, as per requirements of the
investors

•

Minimum equity requirement reduced from Rs.30 million to Rs.10 million.

•

Relaxation in valuation norms for funds

•

Launching SECP Sandbox to resolve regulatory hurdles not explicitly defined under
law (Details available at https://www.psx.com.pk/psx/themes/psx/uploads/SEC_Regulatory_Sandbox_Guidelines,_2019.pdf)

•

Launching a Startup Nursery to educate students, professionals and
entrepreneurs

•

Introducing an open culture of communication at the SECP

•

Regular collaboration with SBP and FBR. The SECP is working closely with the SBP
to resolve issues related to the entry and exit of FDI, and to provide a flexible way out
for foreign investors in local funds. It is also collaborating with FBR on fiscal perspectives of investments

SBP working to address repatriation issues
2. State Bank of Pakistan working with VCs to address challenges faced on the
foreign exchange side. The SBP is supporting the SCRA (Special Convertible Rupee
Accounts) Regime, for materializing investments coming from outside Pakistan,
banks acting as trustees and reporting all this to SBP and allowing repatriation of
money.
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PSX initiatives for IPO readiness
3. Launch of GEM Board by Pakistan Stock Exchange, to facilitate startups in IPO
and raising capital. The board provides opportunities to growth stage startups
and SMEs, with relaxation in tax returns, submission of documents, and eligibility
criteria (details available at https://www.psx.com.pk/psx/resources-and-tools/
listings/gem-board)

“Our aim should be making the registration and tax structures
easier for startups. The way SECP has made a startup portal,
if something similar is done by the State Bank or the Federal
Bureau of Revenue (FBR) that articulates the steps and makes
them easier, can help the startups a lot.”
Barrister Uzair, Partner, AUC | Law

“Our aim should be having Pakistan placed on the
International landscape. For that to happen, it is absolutely imperative that we have our regulatory regime properly
aligned with those modern regimes and ecosystems where
there has been a huge influx of investment in the startup and
tech space.”
Sohail Qadri, Director, PBIT

Initiatives taken by ESOs to bridge investment
gaps in the ecosystem
1.
2.
3.
4.
5.
6.
7.
8.
9.

Train the Trainers Program, i2i Ventures
021 Disrupt, Nest I/O
Investor Series, NIC
National Investor Summit, NIC
Investor Preparedness Lab, NIC
Startup Grind Conference, Ejad Labs
National Investor Summit, NIC Lahore
Launch of Investment Deal Tracker, i2i Ventures
Investor Office Hours, Daftarkhwan
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Investment challenges in the ecosystem
All investors present at IRT 2.0 were appreciative of the progress made in the
recent past with respect to structuring the investment landscape for startups.
However, all agreed that it was imperative to pin-point the challenges and the
respective regulatory bodies that need to intervene to structure the processes in
favor of local and foreign investments.
All investors were of the view that the SECP has been playing an integral role in
creating a business environment conducive to attracting investments, while all
agreed on the need for State Bank of Pakistan, to step forward and introduce
policies complementary to those of the SECP and FBR.

“Allowing investors to get ownership in foreign companies
can actually be beneficial for Pakistan. These investors will
pay taxes on the capital gains which ultimately will serve the
economy. We can have a long list and make very slow progress
against it or we can use the 80/20 rule and identify the
bottlenecks that can immediately bring a lot of FDI.”
Atif Awan, Founder, Indus Valley Capital

Key issues highlighted at IRT 2.0
1. Lack of FDI-friendly policies hinder the entry, proper utilization, and exit of foreign
exchange. Policy interventions need to focus on getting money into the country for
investing in startups, ensuring efficient spending of funds, and creating the right
exit mechanisms for investors.
2. The clauses of FERA are not conducive to foreign investor registrations in
Pakistan, which is why startup founders often choose to set up companies abroad.
The requirement for Pakistani tax residents to acquire an NOC from SBP to
register a company abroad, further adds to the regulatory burden and prevents
FDI from entering the country.
3. The FERA clauses inhibit Pakistani tax residents from acquiring shares in overseas
companies. Lack of clarity and awareness around this policy has resulted in many
founders acquiring shares in foreign companies, which is why a locally registered
fund cannot invest in such startups. Investors feel overburdened with regulations
which are not complimentary to one another and are not consolidated on a single
platform to facilitate FDI in the country.
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4. Companies in Pakistan are unable to set up holding companies outside the country.
5. Regulatory procedures demand investors to approach SBP only through agent
banks. The intervention of a middleman coupled with his lack of knowledge around
regulatory matters not only causes delay, but also miscommunication between the
SBP and investors/startups.
6. Lack of clarity around registration of Angel Syndicates. (details subject to NBFI
registration).
7. There is no publicly available single database for startups and investors,
summarizing the investments made, and containing relevant data of startups
(industry, market size, growth rate, etc.)
“Startups within the rational framework should be allowed to
set up off-shore to attract offshore investors as well as create
an easier repatriation of funds policy for onshore operations.
The ecosystem is still fairly nascent, and it will greatly benefit
us to attract the off-shore investors.”
Gahtan Vahidy ,Head of Private Funds, JS Investments
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Key recommendations put forward from IRT 2.0
1. Amendments to be made in the Foreign Exchange Manual, to allow Pakistani tax
residents to acquire shares in companies overseas. An interim arrangement could
be made to set up an SPV for investing in Pakistan.
2. Allowing startups and investors to communicate directly with the SBP, rather than
approaching one another through agent banks. This can be done with ‘Innovation
Desks’ to facilitate and create awareness on investing in startups.
3. Allowing startups within a rational framework to set up offshore companies to
attract offshore investments, and allow easy repatriation of funds.
4. Amending relevant laws (FERA et.al) to allow Pakistani tax residents to acquire
sweat equity and invest capital in foreign companies. The dividends, capital gains,
debt investments, will come back to Pakistan and tax returns will be filed which will
contribute to the economy of the country.
5. Allowing founders in Pakistan to mirror their cap table that has been established in
Pakistan, outside the country.
6. Aligning the local regulatory regime with international best practices. Regulatory
burdens need to be relaxed and made simpler- for instance avoiding redundant
verification, notarization and paperwork.
7. Market Intelligence on sectoral (e.g. education, health, fashion, retail, E-Commerce,
etc.) growth indicators (market size, demographic segregation, growth trends, etc.)
to be made readily available for startups. The SBP, finance ministry, telecom
companies, and other relevant data-driven organizations can help in this regard.
8. SBP and FBR should also contribute to the SECP Startup Portal, to facilitate
startups and investors on all matters relating to startup ecosystem regulations.
To steer the discussion forward on all the above points, it is recommended that
working groups be formed with FBR, SBP, SECP and PSX, to take a deep dive into the
issues and challenges and report back for IRT 3.0.
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Taking the startup ecosystem forward
The National Incubation Center is committed to its role in developing the Startup
Ecosystem in the country, which has gained tremendous momentum over the last
5 years. As the NIC is about to enter its fifth year of operations, the team aims for
exponential growth of the ecosystem. The groundwork currently being done to
structure investment processes in Pakistan will determine the future trajectory
of the ecosystem. IRT 2.0 will be proceeded by a series of follow-ups amongst
investors, key members of regulatory bodies and ESOs, to materialize the action
points put forward during the discussions.
In addition to facilitating an enabling environment between different stakeholders
in the ecosystem, the NIC is also focused on bridging the gap between startups and
investors. Spearheading the meetings between the two parties, the NIC initiated a
series of investor summits, with the National Investor Summit 1.0 held in February
2020, followed by NIS 2.0 in August. NIS 2.0 - the largest summit the ecosystem has
witnessed till date, witnessed 15 startups from across Pakistan pitching to leading
national and international investors for a combined $14.1 million investment
opportunity. The NIC will continue on its mission to create an enabling environment
for the ecosystem to realize its true potential and to contribute positively to the social
and economic growth of the country.
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About the National Incubation Center
The National Incubation Center is Pakistan’s largest technology incubation center;
the first purpose built creative space in Pakistan, established in 2017, through a
public-private partnership between the Ministry of IT & Telecom, Ignite – National
Technology Fund, Jazz and Teamup. In the short span of 3 years, the NIC has incubated
187 startups in 8 cohorts, who have raised a combined PKR 879 M+ in investment and
earned a collective revenue of PKR 1.23 Billion.

The Impact
The first public-private incubator to be set up in the country, the National Incubation
Center is spearheading the ecosystem, creating positive social and economic impact

Fig 3. The NIC Impact (2017-July 2020)
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Overall NICs program impact
As a strategic infrastructure development component of MOITT’s Digital Pakistan
Policy, the National Technology Fund established 5 NICs across Pakistan. Together,
these NICs continue to have a positive social and economic impact, summarized in the
Figure below:

Fig 9. The NIC program impact [3]

[3] https://ignite.org.pk/nic/
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The Jazz xlr8 advantage
Jazz xlr8 is laying the foundation for a sustainable technology ecosystem and provides
resources and expertise to help entrepreneurs fulfill their potential and grow their
communities.
The Jazz xlr8 program offers startups access to the Jazz user base, a global network
of mentors, access to payment gateway integrations, analytics and insights, digital
marketing and access to its digital platforms. Jazz wants to play its part in laying the
foundation for a sustainable technology ecosystem and to provide resources and
expertise to help young entrepreneurs fulfill their potential. Under the Jazz xlr8
program, 11 startups have been taken to the Mobile World Congress in Barcelona.
Jazz xlr8 offers startups technology credits worth over $1.3 Million from companies
like IBM, Microsoft, Zendesk, Segment and many more.

Fig 10. The Jazz xlr8 Impact

“In the last few years, our startups have demonstrated their
ability to attract top local and foreign investment. Many
startups have proven their resilience in a tough economic
environment and have built, launched and scaled robust
businesses.”
Aamer Ejaz, Chief Digital & Strategy Officer, Jazz
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