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Pakistan’s courts carry a structural backlog of over 2.27 million cases. The National Industrial
Relations Commission alone carried between 5,400 and 5,700 pending cases each year from
2022 to 2025, with disposals consistently falling below new filings. The Alternative Dispute
Resolution Act 2017 was enacted to support inexpensive and expeditious justice. Nine years on,
its implementation has not delivered. This report proposes a mandatory early-stage mediation
regime for labour and commercial disputes in the Islamabad Capital Territory that is legally
feasible, institutionally workable, and ready for legislative consideration.

The ADR Act 2017 has not failed for want of legislative intent. It has failed because the
framework it creates is consent-dependent in practice even where it appears mandatory in form,
because no coherent institutional architecture was built to give the legislative scheme
operational effect, and because mediated settlements carry no practical advantage at the
enforcement stage over ordinary litigation. The result is a referral regime that varies sharply
between judges, a mediator pool that remains small and weakly specialised, and settlement
outcomes that depend more on the commitment of individual practitioners than on system
design. Part I documents this diagnosis through a doctrinal review of the Act, quantitative data
from the NIRC and the Islamabad High Court, and practitioner evidence set out in Annex B.

The proposed regime introduces mandatory mediation for three categories of dispute. Individual
labour grievances are routed through a new NIRC Mediation Centre under amendments to the
Industrial Relations Act 2012. Wage disputes follow under the Payment of Wages Act 1936 once
the Centre is operationally proven. Commercial disputes above PKR 5 million are routed through
court-annexed Mediation Offices under a new Chapter I-A of the ADR Act 2017. The package also
introduces post-appellate mediation for labour disputes before a party approaches the High
Court or any other court. The enforcement mechanism is inadmissibility: a party that has not
attempted mediation cannot proceed to litigation. No punitive sanction is imposed for failure to
settle. Access to interim relief is preserved. Access to the court is preserved in every case; only
the sequence is changed.

Part II sets out the legislative package through targeted amendments to four statutes and two
sets of subordinate rules. Part III provides the implementation blueprint. This is the feature on
which the success of the reform will turn. The report does not assume that mandatory mediation
can be brought into force by legislation alone. It proposes a phased rollout: labour first, wage
disputes second, and commercial disputes last. This sequencing responds to the main constraint
identified in the report: limited mediator capacity and the need to build institutional readiness
before the commercial track begins.

The work that produced this proposal is the most detailed open study of mandatory mediation
reform in Pakistan to date. It is built on six months of integrated research — doctrinal review of
the ADR Act and its subordinate rules, quantitative data from the NIRC and the IHC, key
informant interviews with mediators, lawyers and judicial officers, and the deliberations of a
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Technical Working Group convened in Islamabad on 16 February 2026. The legislative
drafting has also been reviewed by senior practitioners.

Two comparative models inform the design. Turkey introduced mandatory pre-litigation
mediation for labour disputes in 2018 with an inadmissibility enforcement mechanism,
achieving an aggregate settlement rate of approximately 65 per cent across more than 1.4
million files between 2018 and 2022, and extended the regime to commercial disputes twelve
months later. Singapore provides the institutional model. Its experience shows the
importance of court-annexed mediation infrastructure, specialist mediator panels, and
administrative systems being in place before mandatory referrals begin.

The reform is legally feasible, institutionally viable, and supported by the evidence on which
this report rests. The Ministry of Law and Justice is invited to consider the legislative
package for formal adoption and to initiate the institutional and budgetary groundwork in
parallel with the legislative process. The report has been prepared by the Research Society of
International Law as a joint study with the Legal Aid Society.
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This report proposes the introduction of mandatory early-stage mediation for labour and
commercial disputes with an initial focus on the Islamabad Capital Territory. The deliverable is
in two operative parts. Part II contains the Legislative Reform Package: targeted amendments
to four statutes and two sets of subordinate rules. Part III contains the Implementation
Blueprint: the operational architecture through which the package is to be delivered.

This Part sets out the case for the reform. It begins with the problem the package addresses,
namely the structural failure of the Alternative Dispute Resolution Act 2017 to operate as an
effective mediation framework in Islamabad. It then turns to the constitutional and legal
foundations on which the proposed regime rests, the comparative experience that informs its
design, the legal safeguards that the regime must include if it is to operate within Pakistan’s
constitutional framework, and the principles that shape both the legislative package and the
implementation blueprint.

1.Introduction

2.The Problem

Pakistan’s courts face a structural case backlog crisis. As of 2025, over 2.27 million cases were
pending across the court system. The National Industrial Relations Commission (NIRC) alone
carried a pending caseload of between 5,400 and 5,700 cases each year from 2022 to 2025, with
disposal rates consistently falling short of new institutions. At the Islamabad High Court, the
balance of both commercial and labour cases has grown steadily: from 150 commercial cases
pending in 2019 to 213 in 2025, and from 300 labour cases pending in 2019 to a peak of 455 in
2022. The human and economic cost of this backlog falls disproportionately on workers, small
businesses, and parties who cannot afford protracted litigation.

The picture at the NIRC is the clearest illustration. Between 2019 and 2025, the Commission
disposed of fewer cases than it received in every year. Institution rates fell sharply, from over
13,000 cases in 2020 to under 4,000 in 2024, yet the pending caseload held above 5,000
because disposal rates fell in parallel.  This means that the system is not clearing its backlog but
instead is processing cases more slowly while the queue lengthens.
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The ADR Act 2017 was enacted to provide a statutory basis for alternative dispute resolution.
Its implementation, however, has not been effective. The analysis identifies three main
structural weaknesses.

2.1 Conceptual & Drafting Deficiencies

Section 2(a) of the Act defines ‘Alternative Dispute Resolution’ in deliberately open terms,
placing arbitration, mediation, conciliation and neutral evaluation under a single umbrella.
These mechanisms differ materially in procedure, in authority, and in the legal principles that
govern them. Section 3 then requires the Court to refer every civil matter in the Schedule for
“ADR” without specifying which of the four mechanisms is to apply in a given case. Section 2(j)
compounds the problem, treating arbitrators, conciliators, evaluators and mediators as a single
statutory category despite the four roles calling for materially different competencies.

Although the Act has, in practice, been used mainly for mediation, mediation itself lacks a
distinct procedural identity within the Act. The statutory definition captures the function of the
process but not its character. It does not state that the mediator’s role is neutral, that the
mediator does not impose decisions, or that the process is non-adjudicatory. These principles
sit at the heart of mediation as practised internationally, and their absence leaves room for
misunderstanding by parties and mediators alike, including the assumption that mediation is a
quasi-judicial process from which the Neutral is expected to deliver an answer. The Mediation
Practice Direction (Civil) Rules 2023 do not fill this gap; they treat the substantive principles of
mediation only in passing, principally through notes to the Mediation Consent Form. A
consent-form note is the wrong instrument for substantive principle. 
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Referral under the Act is framed in mandatory terms. Section 3(1) provides that the Court “shall
refer” every scheduled civil matter to ADR, yet section 3(1)(a) allows any party to block referral
by withholding consent. In practice, the regime therefore operates on a consent-dependent
basis. Section 3(1)(a) requires the Court not to refer the matter where any party refuses ADR.
The exception defeats the rule. The party in the stronger bargaining position has every incentive
to refuse, because refusal forces the weaker party onto the costly path of full litigation. A small
supplier in dispute with a large company, or a worker in dispute with an employer, can be
drained of resources by exactly this device. A mandatory referral system with a unilateral opt-
out is not truly mandatory; in practice, it remains a voluntary system.

Sections 3(1)(b) and 3(1)(c) give the Court discretion to refuse referral where it considers
settlement impossible, or where the matter involves an “intricate question of law or fact”.
Neither exception is defined. The Act offers no measurable standard for intricacy, and the Rules
do not elaborate one. If intricacy is read liberally, a large share of disputes can be excluded. The
Mediation Practice Direction (Civil) Rules 2023 attempt to restrain exclusion by prescribing a
“very high threshold” for declining mediation,  but the threshold itself is undefined. The Act
further compounds the problem by not requiring judges to record reasons for refusing referral.
As a result, refusals are difficult to review, and differences in approach between judges can
become systemic rather than occasional.

The 30-day disposal rule in section 9(2) sits in similar tension with practice.  The Neutral is
required to dispose of the matter within thirty days, extendable by a further fifteen days on
application for sufficient cause. The timeline applies uniformly, regardless of the nature or
complexity of the dispute. Stakeholders consulted for this project were unanimous: thirty days
is insufficient for almost any mediation that is doing real work, and unworkable for the multi-
party commercial disputes that stand to benefit most from a mediated path.

2.2. Systemic and Procedural Design Flaws



A further procedural flaw lies in section 3(2), which permits the Court to frame issues, with the
consent of the parties, before referring a matter to ADR, and permits the Neutral to frame
further issues during the process.   Framing is presented as a step that supports settlement, but
it can have the opposite effect. It formalises the dispute, hardens legal positions, and places
evidentiary burdens on the parties before mediation even begins, pushing them toward the
adversarial approach that mediation is meant to avoid. The Act also gives no guidance on when
issue-framing helps settlement and when it undermines it. That decision is left to the discretion
of the Court, whose role is primarily procedural rather than facilitative.

Related to this is the costs power under section 9(5), which allows the Neutral to impose costs
on a party who delays ADR proceedings but specifies no criterion for the exercise of this power
and no limit on its quantum. The Neutral is therefore free to penalise a party requesting an
adjournment for a legitimate reason on the same terms as a party stalling for tactical advantage.
A mediator who can penalise a party for requesting more time is no longer acting purely as a
facilitator. The costs power introduces an adjudicative element into a process the Act otherwise
treats as facilitative.

Execution reflects the same problem at a later stage. Once recorded by the Court, a mediated
settlement is enforced through the ordinary execution procedure under the Code of Civil
Procedure.  Section 13 of the ADR Act provides no special enforcement mechanism, so
execution proceeds under Order XXI of the Code of Civil Procedure 1908 like any other money
decree. The speed advantage of mediation is therefore lost at the recovery stage. A worker who
settles a wage claim through mediation may still wait months, or even years, for enforcement.
The settlement carries the credibility of a consensual outcome, but no practical advantage in
execution. 

Confidentiality is internally inconsistent. Section 19 of the Act establishes confidentiality as the
default rule of mediation: proceedings before the Neutral are privileged and not admissible in
evidence before any Court without the consent of the parties.   The Mediation Practice Direction
(Civil) Rules 2023 create some tension with this approach because, if mediation fails, the
Neutral may report the parties’ conduct to the Court.  If parties know their conduct may be
reported, they may be less open during mediation.
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The legislative package does not fully remove this issue. It keeps the failure report mechanism
and allows the Court to consider bad-faith participation later. At this early stage of Pakistan’s
ADR system, however, these measures serve an important purpose: they discourage parties
from treating mandatory mediation as a mere procedural step and encourage genuine
participation. As mediation becomes more established, there may be a stronger case for
changing this approach.

2.3. Institutional and Governance Weaknesses

While the Ministry of Law and Justice's Accreditation Committee is responsible for the initial
accreditation of mediators, there is no single authority responsible for the ongoing monitoring
of mediator performance and conduct. A litigant’s experience of ADR turns on which centre the
matter reaches and which Neutral is assigned. A mediator who behaves improperly during a
mediation, by taking sides, by failing to maintain confidentiality, or by pressuring a party
toward an unfavourable settlement, cannot be removed mid-mediation unless both parties
agree.  The only meaningful sanction is replacement, which itself requires mutual consent and
which delays the matter further. The harm a mismanaged mediation can do is not abstract. In a
labour dispute, it can result in a worker accepting a settlement well below entitlement under
pressure from a Neutral whose conduct cannot be challenged; in a commercial dispute, it can
compromise confidentiality in ways that prejudice subsequent litigation.

Three further institutional gaps arise from the same lack of institutional design. There are no
sector-specific mediator panels, no structured system for screening cases before mediation, and
no mandate for public awareness. In addition, the PKR 35,000 fee cap for mediators under the
ADR Rules 2018 makes mediation financially unattractive for experienced practitioners
compared to litigation, discouraging the very professionals the system most needs to attract.
These institutional and capacity constraints are examined in greater detail in Part III of this
report.

2.4. What the Diagnosis Shows

The diagnosis rests on a doctrinal review of the ADR Act 2017 and its subordinate rules,
quantitative data from the NIRC and the Islamabad High Court, key informant interviews with
mediators, lawyers, ADR practitioners and judicial officers, and the deliberations of the
Technical Working Group (henceforth referred to as “TWG”) convened on 16 February 2026 at
the Research Society of International Law, Islamabad office. Annex C lists the practitioners
interviewed and the TWG attendees.
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The failures of the ADR Act 2017 are structural rather than failures of legislative intent. The Act
reflects an important policy commitment to expanding access to ADR, but its implementation
has been weakened by flaws in the referral mechanism, weaknesses in institutional design, and
the absence of sustained public awareness about mediation and how the system is meant to
operate.

Doctrinal analysis and practitioner evidence point to the same conclusion. The doctrinal
analysis identifies a blurring of the distinction between mediation and arbitration; practitioners
report confusion about the process to which parties are being referred. The analysis identifies a
30-day timeline that does not reflect how mediation works in practice; practitioners report
mediations rushed into superficial settlements that later break down at the enforcement stage.
The analysis also identifies the absence of a fast-track enforcement mechanism for mediated
settlements; practitioners report settlements remaining tied up in ordinary execution
proceedings for months. The pattern is consistent and is addressed in the legislative and
institutional reforms proposed in this report.

3. The Legal Foundation

A mandatory mediation regime raises an access-to-justice question under Article 10A of the
Constitution, which guarantees the right to a fair trial and due process.  The question is
whether requiring a litigant to attempt mediation before approaching the court is consistent
with that right. The proposed framework addresses this concern in three ways.

The mandatory element is procedural, not substantive. Parties are required to attempt
mediation; they are not required to settle. The right to a judicial determination is not
removed, but is sequenced. Failure to settle restores the right to litigate without further
procedural obstacle. This principle, mandatory attempt and voluntary settlement, runs
through every operative provision of the legislative package in Part II.

Under the current framework, mediation remains contingent upon the consent of the parties
and a plain wilful refusal to participate, without any cogent reason, does not attract any
consequence. Our proposed amendments therefore introduce mandatory mediation as a
procedural pre-condition to instituting court proceedings, while also incorporating the
concepts of costs and interest on money decrees to encourage meaningful participation.
Importantly, the enforcement mechanism does not impose any fine or punitive sanction. As
such, the mechanism operates merely as a procedural requirement before approaching the
court, rather than a denial of access to justice and is consistent with comparative legal
practices.
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Access to interim relief is preserved. The commercial-track provisions in new section 13-B of
the ADR Act ensure that a party requiring urgent relief from the court is not foreclosed by
the mediation requirement: the application for interim relief is heard, and the mediation
referral is sequenced after. The labour-track provisions of new section 32-A of the IRA
contain parallel safeguards.  The regime does not freeze the parties in place while harm
accrues.

The reform therefore fits within the broader framework of procedural preconditions already
recognised in Pakistani law. It does not limit the right to a fair trial; it simply introduces a
structured step before formal litigation begins.

The legislative vehicles for the reform are existing instruments. None of the four statutes
touched by the package requires the enactment of a wholly new law; each operates by targeted
amendment to existing law. The Industrial Relations Act 2012 receives new sections 32-A, 33-A,
33-B, 58-A, 66-A and 66-B, establishing the labour-track mediation framework at the NIRC.
The Payment of Wages Act 1936 receives a new section 17-A extending mandatory mediation to
wage disputes, and a new section 17-B providing for virtual participation. The ADR Act 2017
receives new definitions in section 2 and a new Chapter I-A creating the mandatory pre-
litigation commercial mediation regime for disputes above PKR 5 million. The Code of Civil
Procedure 1908 receives a cross-cutting amendment to section 34, standardising interest at the
Karachi Interbank Offered Rate. Two sets of subordinate rules complete the package: new NIRC
Mediation Centre Rules 2026 operationalise the labour-track amendments, and a targeted
amendment to the MPD Rules 2023 excludes commercial mediation under the new Chapter I-A
from the consent-based procedure and referrals.

4. Comparative Experience

The proposed reform draws on two comparative models. Turkey provides the main legislative
model: it introduced mandatory mediation for labour disputes first, followed later by
commercial disputes, with inadmissibility used as the enforcement mechanism. Singapore, by
contrast, provides the institutional model. Its court-annexed mediation system and specialist
mediator panels inform the design of the commercial-track framework proposed in this report.



4.1. Turkey: Phased Mandatory Mediation

Until 2018, mediation in Turkey was voluntary and peripheral to the civil justice system.
The labour courts in particular faced severe backlog, with labour disputes contributing
disproportionately to the pending caseload.

In January 2018, Turkey amended its Labour Courts Act to introduce mandatory pre-
litigation mediation for individual labour disputes.  A worker or employer seeking to
litigate a labour claim was first required to apply to a mediator appointed through the
Regional Directorate of Labour and Employment Agency. Settlement remained voluntary;
the mandatory element was the attempt. Failure to comply with the mandatory mediation
requirement rendered any subsequent court application inadmissible.

The first-year results were substantial. Between 1 January 2018 and 4 May 2022, 1,481,761
labour files were the subject of mandatory mediation. Of these, 822,735 ended in
agreement, an aggregate settlement rate of approximately 65 per cent.  Building on these
outcomes, Turkey extended mandatory pre-litigation mediation to commercial disputes in
2019, through amendments to the Turkish Commercial Code.  The commercial track
followed the same structural design: mandatory attempt, voluntary settlement,
inadmissibility as the enforcement mechanism.

Three features of the Turkish model inform the design of the present reform. The decision
to begin with labour and add commercial twelve months later rested on three
considerations: labour disputes were higher in volume, legally less complex, and more
amenable to interest-based resolution than commercial matters. The twelve-month gap
allowed the mediator pool and the administrative infrastructure built for the labour track
to develop before being subjected to the additional demand of commercial referrals. And
the inadmissibility mechanism, rather than financial penalties or coercive enforcement,
proved both effective and legally uncontroversial.

R S I L  -  L A S1 0
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4.2. Singapore: Institutional Infrastructure for Commercial Mediation

Singapore’s relevance is institutional. Where Turkey demonstrates the value of phasing
across dispute categories, Singapore demonstrates the importance of building institutional
infrastructure incrementally, and of getting the governance architecture right before
scaling mandatory referrals. The Singapore Mediation Centre, established in 1997 as a
court-annexed institution,   operated on a purely consensual basis for more than a decade.
In those years it built a mediator panel, developed case-management systems, and
established the institutional credibility that court-annexed status confers.

From 2010 onward, Singapore progressively integrated court-directed mediation into its
civil justice system through amendments to the Rules of Court and the Civil Justice
Commission reforms.  Judges were empowered and expected to direct parties to mediation
at appropriate stages of proceedings, and the Court Dispute Resolution cluster was
established within the State Courts to manage referrals systematically. The institutional
developments preceded rather than followed the expansion of mandatory referral. The
infrastructure was in place before the caseload arrived.

Singapore’s sectoral panels are also directly relevant. Rather than maintaining a single
undifferentiated panel, the SMC developed specialist panels for construction, technology,
financial services, and other sectors.  The specialisation answers one of the most
consistent concerns reported by practitioners in Islamabad: that generalist mediators lack
the sectoral familiarity necessary to command the confidence of parties in legally complex
commercial disputes, and that this confidence deficit itself drives reluctance to engage
seriously with mediation.

The lesson for the present reform is structural. The Mediation Office model under new
Chapter I-A of the ADR Act must be established as a genuinely institutional presence
within District Court premises, with dedicated staff, published mediator panels, and
transparent case management, before mandatory commercial referrals begin. Part III of
this report sets out a proposed implementation blueprint for this framework.
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5. Legal Safeguards

The legal analysis identifies four safeguards that the regime must include if it is to operate
consistently with Pakistan’s constitutional and statutory framework. Each is given effect by a
specific provision in the legislative package in Part II.
Preserved access to court. There is no penalty for refusal in the enforcement mechanism
proposed in the legislative package. The court is not denied jurisdiction. Failure to settle
restores the right to litigate. The interim-relief carve-outs in new section 13-B of the ADR Act
ensure that urgent matters are not foreclosed by the mediation requirement.

Defined referral criteria. The existing ADR Act allows referral to be refused where an “intricate
question of law or fact” is involved, but gives no clear standard for applying that exception. The
legislative package avoids this uncertainty in the new mandatory tracks by using defined
statutory triggers. For commercial disputes, new Chapter I-A applies to contractual claims
above PKR 5 million, subject to revision by the Federal Government through Gazette
notification. For labour disputes, new section 32-A applies before an individual grievance is
filed before the NIRC, while new section 58-A applies after a Full Bench decision and before a
party may approach the High Court or any other court. These provisions create clearer entry
points for mediation and make it easier for parties and courts to identify when mediation is
mandatory.

Mediation at any stage of proceedings. The mandatory pre-grievance framework does not
exhaust the opportunities for settlement. Proposed section 33-A of the IRA allows parties to opt
for mediation at any stage of proceedings before the Commission or an appellate authority.
Similarly, proposed section 13-C of the ADR Act allows mediation at any stage of commercial
proceedings before the Court. These are enabling provisions: parties may choose mediation, but
are not required to settle. If mediation fails, proceedings resume from the stage at which they
were paused, so no party is prejudiced by attempting settlement.
Virtual participation. Proposed sections 33-B of the IRA and 13-D of the ADR Act allow
mediation to take place wholly or partly by video link or other secure electronic means.
Participation through these means counts as valid appearance, subject to any required
verification. This makes mediation easier and less costly for parties who are in different cities
or cannot attend in person.

6. Design Principles

Three principles, drawn from the diagnostic work and the comparative evidence, shape the
design of both the legislative package in Part II and the implementation blueprint in Part III.
Phased implementation. Labour disputes are the natural entry point. They are higher in
volume, legally less complex, and more amenable to interest-based resolution than commercial
matters. The labour track therefore activates first, the wage track second, and the commercial
track third. The phased rollout allows institutional experience and mediator capacity to build 
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before each successive expansion. The phasing framework in Part III, Component 1 sets out the
readiness criteria for each transition. The existing conciliation framework under section 36 of
the Industrial Relations Act 2012,   through which Conciliators appointed by the NIRC facilitate
settlement before disputes reach adjudication, demonstrates that early-stage resolution in the
labour context is institutionally familiar. Approximately half of all NIRC conciliations are
reported to be successful despite significant resource constraints,  a figure which itself
measures how amenable labour disputes are to structured early-stage resolution.

Judicial ownership. Mediation succeeds where judges actively support the process and
stagnates where it is treated as a peripheral formality. Practitioners consulted for this project
estimate that a small cohort of trained and engaged judges accounts for the substantial majority
of all ADR referrals in Islamabad. Every provision in the legislative package that touches on
judicial referral is designed to institutionalise judicial engagement rather than leave it to
individual discretion. The judicial engagement strategy in Part III, Component 2 translates that
legislative architecture into operational measures: mandatory orientation programmes, the
designation of an ADR Liaison at the NIRC and an ADR Judge at District Court level,
standardised referral protocols, and quarterly reporting mechanisms.

Institutional architecture. The core failure of the ADR Act 2017 is not its legislative intent, but
the absence of an implementation framework to give that intent practical effect. The reform
package addresses this through the NIRC Mediation Centre, court-annexed Mediation Offices,
annual reporting obligations, and governance rules. Part III of this report also addresses the
operational foundations necessary for the regime to function in practice, including funding,
capacity-building to expand the pool of trained mediators, and public awareness measures to
build confidence in mediation.





PART II
LEGISLATIVE REFORM PACKAGE 

Introducing Mandatory Mediation in Labour and Commercial Disputes

Proposed Amendments to Six Legislative Instruments





This document presents a consolidated legislative reform package aimed at introducing
mandatory early-stage mediation for labour and commercial disputes in Pakistan, with an
initial focus on the Islamabad Capital Territory. We have also focused on mandatory mediation
at the post appellate stage. It has been developed through a joint initiative of the Research
Society of International Law (RSIL), the Legal Aid Society (LAS), and the Ministry of Law and
Justice.

The package is the product of a comprehensive evidence base: a situational analysis of the
Alternative Dispute Resolution Act, 2017; quantitative data collected from the National
Industrial Relations Commission (NIRC) and the Islamabad High Court; a series of key
informant interviews with mediators, lawyers, ADR practitioners, and judicial officers; a
feasibility analysis of early-stage mediation; and the deliberations of the first Technical
Working Group (TWG) meeting convened on 16 February 2026 under the auspices of the
Ministry of Law and Justice.

Each legislative component in this package is preceded by a plain-language explainer setting
out its purpose, what it does, how its provisions are designed to operate in practice, and how it
fits within the broader reform architecture. The full proposed legislative text follows each
explainer. Where existing provisions are amended, the changes are marked using the drafting
conventions set out below.

 
Drafting Conventions
 Strikethrough: text proposed to be deleted from existing provision
 Underline: text proposed to be inserted into existing provision
 

[New Insertion]: 
entirely new section or provision with no existing counterpart, presented in full

2. Structure of this Package
This document is organised into six Sections, each corresponding to one legislative instrument:

Section I: Amendments to the Industrial Relations Act, 2012: Five amendments establishing
a three-tier mediation framework for labour disputes at the NIRC.
Section II: Amendment to the Payment of Wages Act, 1936: Extension of mandatory
mediation to wage-related disputes.
Section III: Amendments to the Alternative Dispute Resolution Act, 2017: A new mandatory
commercial mediation regime introduced through new definitions and a new Chapter I-A.
Section IV: Amendment to the Code of Civil Procedure, 1908: Mandatory interest on money
decrees at KIBOR as a cross-cutting financial incentive mechanism.
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1.Introduction



Section V: NIRC Mediation Centre Rules, 2026: The institutional and procedural framework
to operationalise the labour track amendments.
Section VI: Amendment to the Mediation Practice Direction (Civil) Rules, 2023: Clean
separation between the voluntary and mandatory mediation regimes.

A consolidated Quick Reference table appears at the end of the document summarising all
proposed changes.

The reforms operate through two parallel tracks:
The Labour Track embeds mandatory mediation within the Industrial Relations Act, 2012
and extends it to wage disputes through the Payment of Wages Act, 1936. It is built on the
NIRC's existing conciliation infrastructure, which already achieves approximately 50%
settlement rates under Section 36 of the IRA, and is governed by new NIRC Mediation
Centre Rules that provide the institutional architecture the current framework entirely
lacks.
The Commercial Track introduces a new category of mandatory pre-litigation mediation for
defined commercial disputes through targeted amendments to the ADR Act, 2017,
administered through court-annexed Mediation Offices established within the Court
premises. It is reinforced by an amendment to Section 34 of the Code of Civil Procedure that
makes interest on money decrees mandatory at KIBOR, creating a direct financial cost for
delay. 

The reforms are guided by three principles drawn from the diagnostic work and the
comparative evidence:

Phased implementation: Labour disputes are the natural entry point. They are often
repetitive, legally uncomplicated relative to their volume, and better suited to interest-based
resolution than rights-adjudication. The Turkish model, which introduced mandatory pre-
litigation mediation for labour disputes in 2018 before extending the system to commercial
matters, forms the primary comparative reference. A phased rollout allows institutions to
build operational experience and mediator capacity before the model is extended.
Judicial ownership: Evidence from stakeholder interviews and comparative jurisdictions is
unambiguous: mediation succeeds where judges actively support and encourage the process,
and stagnates where it is treated as a peripheral formality. Every provision in this package
that touches on judicial referral is designed to institutionalise judicial engagement rather
than leave it to individual discretion or goodwill.
Institutional architecture: The diagnostic work found that the core failure of the ADR Act,
2017 is not its legislative intent but the absence of an implementation architecture to give
that intent operational effect. This package builds that architecture through the NIRC
Mediation Centre, the court-annexed Mediation Office, conflict of interest requirements,
annual reporting obligations, and governance rules, alongside the legislative amendments
themselves.



Throughout the package, the core principles of mediation (voluntariness of settlement,
confidentiality, party autonomy, and the non-adjudicatory role of the mediator) are treated as
operational constraints on institutional design, not merely rhetorical commitments. Parties are
required to attempt mediation; they are never required to settle. Access to courts is fully
preserved in every case.

I n t r o d u c t i o n  |  S t r u c t u r e  o f  t h e  P a c k a g e



Section I
Amendments to the Industrial Relations Act, 2012 

This Section contains three new provisions, two amended provisions, and an expansion of rule-
making powers to be inserted into or substituted in the Industrial Relations Act, 2012 (Act X of
2012). Together, they establish a three-tier mediation framework: mandatory pre-grievance
mediation before the NIRC; voluntary mediation at any stage of ongoing proceedings; and
mandatory post-appellate mediation before any High Court writ proceedings may be
commenced. The amendments are narrowly tailored to individual worker grievances; they do
not disturb the existing negotiation and conciliation framework that governs collective
industrial disputes.

 Amendment 1: New Definitions in Section 2 [New Insertion]
 Explainer

Before any mediation framework can operate, the statute must define its key terms. The existing
IRA, 2012 contains no definition of 'mediator' or 'NIRC Mediation Centre'. This absence has
contributed to the ambiguity and inconsistency in mediation practice (currently operational as
the conciliation mechanism under Chapter VI of the IRA) .

'Mediator' is defined broadly to encompass three categories: conciliation officers already
functioning under Section 36 of the IRA, preserving continuity with the existing conciliation
infrastructure; mediators accredited by the Ministry of Law and Justice under the ADR
(Mediation Accreditation and Eligibility) Rules, 2023, ensuring access to the wider pool of
trained practitioners; and any person included on the Commission's own panel. This
breadth is intentional: it avoids creating a new parallel accreditation system from scratch
while ensuring that all categories of eligible mediators are formally recognised within the
IRA framework.
'NIRC Mediation Centre' is defined as any institutional facility established, designated, or
recognised by the Commission under Act rules. This gives the NIRC the flexibility to
designate existing facilities or establish new ones, while ensuring all recognised centres
operate within a regulated framework. The NIRC Mediation Centre Rules, 2026 (Section VI)
operationalise this definition.

Proposed Legislative Text

In Section 2 of the Industrial Relations Act, 2012, after clause (xxi), the following new clauses shall be
inserted, namely:

(xxi-a) "Mediator" means: (a) a person appointed as a Conciliator under Section 36; (b) an accredited
mediator notified by the Ministry of Law and Justice under the Alternative Dispute Resolution (Mediation
Accreditation and Eligibility) Rules, 2023; and (c) any person whose name is included in the panel of
mediators maintained by the Commission.



(xxi-b) "NIRC Mediation Centre" means any institutional facility established, designated, or otherwise
recognized by the Commission in strict conformity with such rules or regulations as may be promulgated
under the authority of this Act.

 Amendment 2: New Section 32-A: Mandatory Pre-Grievance Mediation [New
Insertion]
 Explainer

Section 32-A is the centrepiece of the labour track reform. It creates a mandatory pre-litigation
mediation requirement for individual worker grievances at the NIRC, the provision that ensures
disputes are addressed through a structured, time-bound process before adversarial
proceedings entrench the parties in their respective positions.

What does it do, and how does it work?

Before a worker or collective bargaining agent can invoke Section 33 (individual grievance),
they shall first apply to the NIRC Mediation Centre. Mediation is mandatory as a procedural
step, but settlement remains entirely voluntary. If mediation fails, the worker retains the
right to proceed under Section 33. 
The application must be made within ninety days of acquiring knowledge of the grievance.
Simultaneous service of notice on the employer is required at the time of filing. The NIRC
Mediation Centre appoints a mediator within seven days, who fixes the first session within a
further seven days. Proceedings must conclude within thirty days of the first session, with a
single one-time extension of up to fifteen days available on the mediator's application.
Where settlement is reached, it is reduced to writing and submitted to the Commission for
formal recording. Once recorded, it carries the same force and effect as a Commission order
and is not subject to appeal. This directly addresses one of the most damaging weaknesses
identified in the situational analysis: the requirement for mediated settlements to be
enforced through slow court execution proceedings, which entirely neutralises the speed
advantage of mediation.
Bad faith participation, documented in the mediator's report, may be taken into account by
the Commission or appellate authority in subsequent adjudication. This creates a
meaningful disincentive for strategic non-participation without compromising the voluntary
nature of settlement itself. The prospect of adverse costs consequences at the adjudication
stage is calibrated to change behaviour without imposing automatic sanctions that could
deter vulnerable workers from engaging with the process.
The limitation period is suspended during mediation, ensuring that workers are not
prejudiced by the time spent in the mandatory pre-step. The provision has no retrospective
effect; it applies only to grievances arising after its commencement.
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The rationale for targeting individual grievances specifically is grounded in the data. Individual
grievances (illegal termination, promotion disputes, minimum wage claims, gratuity) constitute
the largest category of NIRC cases and the most significant driver of its persistent backlog.
Unlike collective industrial disputes, which already benefit from a structured two-tier
mechanism of negotiation and conciliation, individual grievances lack any equivalent pre-
adjudicatory framework. Section 32-A fills that gap.

Why this matters

Stakeholder interviews and TWG deliberations consistently identified that the current
consent-based referral system allows stronger parties, typically employers, to simply refuse
mediation with no consequence. Section 32-A removes that option at the pre-grievance stage.
An employer who refuses to engage in mediation in good faith does not avoid accountability:
the mediator documents the refusal, and the Commission may take it into account when
adjudicating costs. Access to formal adjudication for all parties is fully preserved.

 Proposed Legislative Text: Section 32-A [New Insertion]

After Section 32 of the Industrial Relations Act, 2012, the following new section shall be
inserted in Chapter VI:

32-A. Mandatory mediation before filing individual grievance. --- (1) Notwithstanding anything contained in
Section 33, a worker or a collective bargaining agent shall, prior to invoking the provisions of Section 33,
apply to the NIRC Mediation Centre of the Commission for resolution of an individual grievance through
mediation in such manner as may be prescribed. 

 (2) An application under sub-section (1) shall be made within ninety days from the date of cause of action
and/or from the date of knowledge of the arising of the grievance.

 (3) The worker or collective bargaining agent shall, at the time of filing the application under sub-section
(1), also simultaneously serve a notice of the grievance upon the employer against whom such grievance has
arisen.

 (4) Upon receipt of the application, the NIRC Mediation Centre shall, within seven days, appoint a Mediator
and notify the parties of such appointment.

 (5) The Mediator appointed under sub-section (4) shall, within seven days of his appointment, fix a date for
the first mediation session and issue notice to the parties to appear before him.

 (6) The mediation proceedings shall be concluded within a period of thirty days from the date of first
mediation session: Provided that upon the application of the mediator, the NIRC Mediation Centre may, for
reasons to be recorded in writing, grant a one-time extension not exceeding fifteen days.
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 (7) Upon the conclusion of the mediation proceedings, the Mediator shall, within three days, submit a report
to the NIRC Mediation Centre indicating whether the mediation has resulted in a successful settlement or has
failed to achieve resolution.

 (8) Where a settlement is reached between the parties, the terms of such settlement shall be reduced into
writing and signed by all parties involved. The written settlement shall then be submitted to the Commission
by the Mediation Center for passing order in terms of settlement ., and no appeal shall lie against such
settlement.

 (9) Where no settlement is reached within the period specified in sub-section (6) or any party refuses to
participate in the mediation proceedings, the Mediation Center shall issue a certificate to that effect, and the
aggrieved party may thereafter proceed in accordance with Section 33.

 (10) The Mediator shall duly document and expressly record, within the report submitted under sub-section
(7), any instance wherein a party has demonstrably failed to engage in the mediation proceedings in a bona
fide and sincere manner; and such conduct, reflecting an absence of good faith participation, may
subsequently be taken into account by the Commission or any competent appellate authority at the time of
adjudication of the matter.

 (11) The period spent in mediation under this section shall be excluded for the purposes of computing
limitation under this Act.

 (12) No grievance shall be entertained by the Commission under Section 33 unless the procedure provided
under this section has been complied with.

 (13) The provisions of this section shall not apply to grievances or proceedings pending before the
Commission prior to the commencement of this section, and shall have no retrospective effect.

 Amendment 3: New Section 33-A: Mediation by Option at Any Stage
 Explainer

Section 33-A recognises that disputes are not static. As NIRC proceedings advance, litigation
costs mount, evidentiary positions clarify, and parties often become more amenable to
compromise than they were at the outset. Confining the opportunity for mediation to the pre-
grievance stage would leave a significant settlement opportunity unexploited at precisely the
point where parties are most motivated to resolve the matter.

The provision enables parties to opt for mediation at any stage of proceedings before the
Commission or an appellate authority, either on their own initiative or upon suggestion of the
Commission. This is an enabling, not a coercive, power; the ultimate decision to mediate
remains with the parties. What the provision does is create a formal procedural pathway for
mid-proceedings mediation and empower the Commission to suggest it. Given that judicial or
institutional endorsement is the single strongest predictor of mediation success in Pakistan's
legal culture, this empowerment is meaningful.
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Proceedings are adjourned for the duration of mediation, ordinarily thirty days extendable by a
further seven with mutual consent, and resume from the point at which they were adjourned if
mediation fails. The limitation period is tolled during mediation.

 Proposed Legislative Text: Section 33-A [New Insertion]

After Section 33 of the Industrial Relations Act, 2012, the following new section shall be inserted in Chapter
VI:

33-A. Mediation by option of parties at any stage of proceedings. --- (1) Notwithstanding anything contained
in this Act, the parties to a dispute may, at any stage of the proceedings before the Commission or appellate
authority, either on their own motion or upon suggestion of the Commission or such authority, opt to resolve
the dispute through mediation.

 (2) Where the parties agree to refer the matter to mediation under sub-section (1), the Commission or
appellate authority shall, for reasons to be recorded, refer the matter to a Mediation Center in such manner
as may be prescribed.

 (3) The proceedings before the Commission or appellate authority may be adjourned for the duration of
mediation, which shall ordinarily not exceed thirty days, extendable by mutual consent for a further period
not exceeding seven days.

 (4) Where the parties reach a settlement, the same shall be reduced into writing, signed by the parties, and
submitted before the Commission or appellate authority, and such settlement shall have the effect of a final
and binding decision or order.

 (5) Where no settlement is reached within the period specified in sub-section (3), the proceedings shall
resume from the stage at which they were adjourned.

 (6) The period spent in mediation under this section shall be excluded from the computation of limitation
under this Act.

 Amendment 4: New Section 33-B: Virtual participation in Mediation Proceedings
 Explainer

This proposed Section 33-B is intended to modernize and facilitate mediation proceedings by
expressly permitting participation through video link and other secure electronic means. The
amendment seeks to improve accessibility, reduce delays and logistical constraints, and enable
more efficient participation by parties, representatives, and stakeholders located in different
regions or otherwise unable to appear physically. The provision also safeguards the integrity of
proceedings by making virtual participation subject to applicable legal requirements relating to
verification and identification.
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 Proposed Legislative Text: Section 33-B [New Insertion]

33-B. Virtual participation in mediation proceedings.—Notwithstanding anything contained in this Act, any
mediation proceedings conducted under this Act may, wholly or partly, be conducted through video link or
any other secure electronic means as may be approved by the Mediator, NIRC Mediation Centre, or the
Court, and participation through such means shall be deemed to constitute valid appearance and
participation of the parties, subject to such verification and identification requirements as may be required
under the law.

 Amendment 5: New Section 58-A: Post-Appellate Mandatory Mediation [New
Insertion]
 Explainer

Section 58-A introduces mandatory mediation at a strategically critical juncture: after a Full
Bench decision of the NIRC and before a party may invoke the writ jurisdiction of any High
Court or proceed before any other court. This is the point at which the dynamics of dispute
resolution change most dramatically.

By the time a Full Bench decision has been rendered, the factual record is complete and the
legal issues are defined. Both parties understand what the Commission has decided and can
assess the likely cost, duration, and uncertainty of High Court or Supreme Court proceedings.
For employers, the prospect of a protracted constitutional petition may itself be a reason to
settle; for workers, the appeal of a swift, enforceable settlement, without the delays of writ
proceedings, may outweigh the uncertain benefits of continued litigation. Section 58-A
leverages this inflection point to create one final, focused mediation opportunity before the
matter enters the superior court system.

The application must be filed within thirty days of the Full Bench decision. The NIRC
Mediation Centre appoints a mediator within seven days, who fixes the first session within a
further seven days. Proceedings must conclude within fifteen days of the mediator's
appointment, with no extension permitted.
The fifteen-day timeline is deliberately tighter than the thirty days under Section 32-A. At
this stage, the parties are legally sophisticated, the issues are well-defined, and the question
is essentially whether a negotiated resolution is preferable to further prolonged litigation. A
short, focused window serves this purpose without creating a vehicle for delay.
Critically, the filing of a mediation application does not operate as a stay of the Full Bench
decision. Neither the Commission nor the mediator may grant a stay. This is an important
safeguard against procedural abuse: Section 58-A cannot be used to delay enforcement of an
adverse Commission order.
The mediator appointed for Section 58-A proceedings must be different from any mediator
previously appointed under Section 32-A for the same dispute, ensuring a fresh and
unbiased perspective at this final stage.

P A R T  I I :  L e g i s l a t i v e  R e f o r m  P a c k a g e
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 Proposed Legislative Text: Section 58-A [New Insertion]

After Section 58 of the Industrial Relations Act, 2012, the following new section shall be inserted in Chapter
VIII:

58-A. Post-appellate mandatory mediation. --- (1) Notwithstanding anything contained in this Act or any
other law for the time being in force proceeding or any appeal pending before the amendment in Section 32A,
any person aggrieved by a decision or order of the Full Bench of the Commission under Section 58 shall,
before invoking the writ jurisdiction of any High Court or the jurisdiction of any other court, tribunal, or
authority, first apply, within thirty days of the pronouncement of such decision or order, to the NIRC
Mediation Centre of the Commission for referring the matter to mediation.

 (2) No petition, application, or proceedings before any court or authority, including a constitutional petition,
shall be maintainable unless the remedy of mediation under this section has been exhausted.

 (3) The filing of an application under sub-section (1) or the commencement of mediation proceedings shall
not operate as a stay of the decision or order of the Full Bench, and neither the Commission nor the Mediator
shall have the power to grant any such stay.

 (4) Upon receipt of an application under sub-section (1), the NIRC Mediation Centre shall, within seven
days, appoint a Mediator and notify the parties of such appointment.

 (5) The Mediator shall, within seven days of his appointment, fix a date for the mediation proceedings and
issue notice to the parties to appear before him.

 (6) The mediation proceedings shall be concluded within a period of fifteen days from the date of
appointment of the Mediator, and no extension shall be granted.

 (7) Upon the conclusion of the mediation proceedings, the Mediator shall, within three days, submit a report
to the NIRC Mediation Centre indicating whether the mediation has resulted in a successful settlement or has
failed to achieve resolution.

Constitutional Consideration

Section 58-A(2) may appear to bar court proceedings, including constitutional petitions,
unless mediation has been exhausted. This is a significant provision that may attract scrutiny
under Article 199 of the Constitution. However, it must be noted that the bar is procedural,
not absolute: access to the High Court is fully preserved once the mediation step is
completed. The limitation period is suspended during mediation, so no party is prejudiced by
the delay. Nevertheless, this provision warrants careful legal review before enactment.
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(8) Where a settlement is reached between the parties, the terms of such settlement shall be reduced into
writing and signed by all parties involved. The written settlement shall then be submitted to the Commission
for formal recording notwithstanding of order passed by the Full Bench. Once recorded, the settlement shall
carry the same force and effect as an order of the Commission and shall be binding on the parties, and no
appeal/writ shall lie against such settlement.

(9) Where no settlement is reached within the period specified in sub-section (6) or any party refuses to
participate in mediation proceedings, the Mediator shall issue a certificate to that effect.

(10) The period spent in mediation under this section shall be excluded for the purposes of computing
limitation under this Act.

 Amendment 6: Amendments to Sections 59 and 64
 Explainer

Two existing provisions require amendment to give full effect to the new mediation framework.
Both are consequential amendments; they do not introduce new policy, but ensure that the new
framework operates consistently with the existing Act.

Section 59 (Finality of Orders) currently provides that no court may question any
Commission order. Without amendment, this finality clause could be invoked to argue that a
party may proceed directly to a High Court without exhausting mediation under Section 58-
A, since Section 59 bars courts from questioning the Commission's decisions, a party might
contend there is nothing left to mediate. The carve-out ('Save as otherwise expressly
provided in Section 58-A') inserted at the beginning of Section 59 to eliminate this
interpretive risk. The amendment makes clear that the post-appellate mediation pathway is
an express statutory exception to the finality clause, and that the constitutional petition
route remains available once mediation is exhausted.
Section 64 (Conditions of Service During Proceedings) currently freezes employment
conditions during conciliation, arbitration, and Commission proceedings. Without
amendment, an employer could alter a worker's conditions of service, or dismiss the worker,
during the mediation period with impunity, since mediation proceedings were not covered
by Section 64's protections. The amendment extends those protections expressly to
mediation proceedings under Sections 32-A and 58-A, ensuring that workers cannot be
subjected to retaliatory employment action for exercising the right to seek mediation.

Proposed Legislative Text: Amended Section 59

Save as otherwise expressly provided in Section 58-A, no Court shall entertain any plea as to the jurisdiction
of the Commission or as to the legality or propriety of anything done or purporting to be done by the
Commission or any of its Benches, and no order, decision, judgment or sentence of the Commission shall be
called in question in any manner whatsoever in or before any Court or other authority.
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 Proposed Legislative Text: Amended Section 64(1)

 (1) No employer shall, while any conciliation proceedings, mediation proceedings under Sections 32-A or
58-A, or proceedings before an Arbitrator or the Commission in respect of an industrial dispute are pending,
alter to the disadvantage of any workman concerned in such dispute, the conditions of service applicable to
him before the commencement of such conciliation or mediation proceedings, or of the proceedings before an
Arbitrator or the Commission, as the case may be, nor shall , save with the permission of the Conciliator, the
Mediator, the Arbitrator or the Commission, discharge, dismiss or otherwise punish any workman except for
misconduct not connected with such dispute.

 Amendment 7: Section 66: Expansion of Rule-Making Powers [New Insertion]
 Explainer

Section 66(2) of the IRA empowers the NIRC to make rules on specified matters. Without an
expansion of this provision, the NIRC would lack the statutory authority to make rules
governing the NIRC Mediation Centres, mediator accreditation, referral procedures, and
record-keeping requirements that the new mediation framework requires. New clauses (j)
through (o) are inserted to authorise the NIRC to make the NIRC Mediation Centre Rules, 2026
( Section VI) and any further rules necessary for effective implementation.

 Proposed Legislative Text: New Clauses in Section 66(2) [New Insertion]
In Section 66, in sub-section (2), after clause (i), the following new clauses shall be inserted,
namely:

(j) establishment, administration and functioning of NIRC Mediation Centres, including appointment of
mediators, their accreditation, code of conduct, and conflict of interest disclosures;

(k) procedure for referral of cases to mandatory mediation, including the manner of such referral, timelines,
issuance of notices, and conduct of mediation proceedings;

(l) procedure for ensuring and enforcing good faith participation of parties in mediation proceedings,
including consequences of non-appearance, refusal to participate, or lack of bona fide engagement;

(m) submission of mediation reports, issuance of settlement agreements or failure certificates, and the
manner of placing such reports before the Commission;

(n) maintenance of records, registers and statistical data relating to mediation proceedings and their
outcomes; and

(o) any other matter necessary for the effective implementation and enforcement of mandatory mediation
under this Act.



 Amendment 8: Section 66A & 66B: Accountability Measures and Authorised
Representation [New Insertion]
 Explainer

These proposed Sections 66-A and 66-B are being introduced to strengthen the effectiveness,
transparency, and accountability of mediation proceedings before the NIRC. Section 66-A
establishes a formal reporting and publication mechanism to monitor the performance,
outcomes, and efficiency of mediation processes, thereby promoting institutional oversight and
public confidence. Section 66-B seeks to ensure meaningful participation by employers in
mediation proceedings by requiring representation through duly authorized persons
empowered to negotiate and settle disputes, addressing the recurring issue of ineffective or
unauthorized appearances that undermine the mediation process.

 Proposed Legislative Text: Section 66-A

66-A. Reporting and Accountability
(1) The NIRC Mediation Centre shall prepare an annual report for submission to the Ministry of Law and
Justice within ninety days of the conclusion of each calendar year.
(2) The report shall include:
      (a) the number of cases referred to mediation under Sections 32-A, 33-A and 58-A;
      (b) the outcomes of such mediation, including success and failure rates;
      (c) the average duration of mediation proceedings; and
      (d) any other information as may be prescribed by the NIRC.
(3) The annual report shall, upon submission, be published on the official website of the NIRC and shall
remain publicly accessible.
(4) Where the annual report is not submitted within the period specified in sub-rule (1), the Registrar shall
record reasons for such delay in writing and place the same before the Chairman of the NIRC, who may issue
such directions as deemed appropriate for ensuring compliance with these Rules.
(5) Persistent or unexplained failure to comply with the reporting obligations under this Rule may be taken
into consideration for the purposes of administrative review or disciplinary proceedings in accordance with
applicable law and service rules.

 Proposed Legislative Text: Section 66-B

66-B. Representation of employer in mediation proceedings.—
(1) Any person appearing on behalf of an employer in mediation proceedings under Sections 32-A, 33-A, and
58-A shall produce a duly signed authorization letter, board resolution, or power of attorney issued by the
Chief Executive Officer, Managing Director, Company Secretary, proprietor, partner, or other competent
authority, as the case may be, evidencing that such person is duly authorized to represent, negotiate, and
settle the dispute on behalf of the employer.
(2) No mediation proceedings under this section shall commence unless a duly authorized representative of
the employer is present.
(3) Failure to comply with this sub-section without sufficient cause shall constitute non-participation in
mediation proceedings and may be taken into consideration by the Commission while adjudicating the
dispute or determining costs or other appropriate directions.

S e c t i o n  I



Section II
Amendment to the Payment of Wages Act, 1936  

 Amendment 1: Section 17-A: Mandatory Mediation in Wage-Related Disputes [New
Insertion]
 Explainer

The Payment of Wages Act, 1936 governs disputes relating to delayed wages, unauthorised
deductions, recovery of advances, and related penalties under Sections 7 to 20. These are
among the most common and economically pressing disputes faced by workers, particularly
daily wage labourers and low-income employees who are least able to withstand the delays and
costs of formal adjudication. Under the existing framework in Islamabad, claims are filed before
the Assistant Commissioner (who acts as the “Authority” under the Act) under Sections 15 and
17. In practice, the Assistant Commissioner (AC) office is heavily burdened, delays are
significant, and many wage disputes escalate to the Islamabad High Court, adding to the
superior court backlog rather than being resolved at the point of origin.

What does Section 17-A do?

It requires that all disputes under the Payment of Wages Act, including delayed wages,
unauthorised deductions, advances, and penalties, must be referred to mandatory mediation
at the NIRC Mediation Centre before they can be presented to the Section 15 authority or
Section 17 court.
Rather than creating a separate mediation process, it cross-references the framework
established under Sections 32-A and 58-A of the IRA, which applies mutatis mutandis. This
avoids institutional duplication, as the same NIRC Mediation Centre infrastructure serves
both frameworks. It also ensures consistency: a worker navigating a wage dispute goes
through the same process as a worker pursuing an individual grievance, reducing confusion
and administrative friction.
Bad faith participation may be taken into account by the adjudicating authority. Access to
the Section 15 authority and Section 17 court is expressly preserved after mediation is
completed, ensuring that workers are not permanently barred from formal adjudication.

The decision to route wage disputes through the NIRC Mediation Centre rather than
establishing a separate mechanism under the AC's office, reflects deliberate institutional
efficiency. The NIRC already possesses the authority, mediator panel, and procedural
framework necessary for labour dispute mediation. Creating a parallel mechanism under the
Payment of Wages Act would require significant time, resources, and administrative effort, and
would introduce inconsistency between the mediation regimes applicable to different categories
of labour dispute. A construction clause addresses definitional mismatches between the IRA
framework and the Payment of Wages Act context.
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 Proposed Legislative Text: Section 17-A [New Insertion]

After Section 17 of the Payment of Wages Act, 1936, the following new section shall be inserted:

17-A. Mandatory Mediation in Wage-related Disputes. --- (1) Notwithstanding anything contained in this Act
or any other law for the time being in force, any dispute or claim arising under this Act, including but not
limited to claims relating to delay in payment of wages, unauthorized deductions, recovery of advances, or
penalties imposed under sections 7 to 20, shall, before being presented to the authority appointed under
section 15 or the Court under section 17, first be referred to the National Industrial Relations Commission
(NIRC) NIRC Mediation Centre for mandatory mediation in accordance with the provisions of sections 32-A
and 58-A of the Industrial Relations Act, 2012.

 (2) Failure of a party to participate in the mediation process in good faith, or to comply with the directions
of the mediator, may be taken into consideration by the authority under section 15 or the Court under section
17 while adjudicating the dispute.

 (3) For the purposes of this section, any words used in Sections 32-A and 58-A of the Industrial Relations
Act, 2012, shall be construed in a manner appropriate to the context of disputes relating to wages, and any
reference to "the Commission" or "Appellate Authority" in those sections shall be deemed to include the
authority or officer competent under this Act to adjudicate the respective dispute.

 (4) The provisions of sections 32-A and 58-A of the Industrial Relations Act, 2012 shall apply mutatis
mutandis to disputes under this Act.

 (5) Nothing in this section shall bar an employed person from exercising any right to approach the authority
or Court under sections 15 and 17 after completion of the mandatory mediation process.

Why extend to wage disputes specifically?

 Wage disputes were identified at the TWG meeting and Key informant interviews as a
priority sub-category. They are factually straightforward, the applicable legal principles are
largely settled, and they are disproportionately experienced by vulnerable workers for whom
litigation costs and delays are most damaging. Most wage disputes involve relatively modest
sums, making prolonged litigation economically irrational for both parties and making
mediation a particularly appropriate resolution mechanism. Extension of mandatory
mediation to this category is consistent with the phased implementation approach
recommended in the feasibility analysis.
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 Amendment 2: Section 17-B: Virtual Participation in Mediation Proceedings [New
Insertion]
 Explainer

This proposed Section 17-B is intended to facilitate accessible, efficient, and flexible mediation
proceedings by formally recognizing virtual participation through video link or other secure
electronic means. The provision aims to reduce delays, logistical barriers, and costs associated
with physical appearances, particularly where parties, representatives, or stakeholders are
located in different regions or are unable to attend in person. At the same time, the section
preserves procedural integrity by making virtual participation subject to appropriate
verification and identification requirements under the law.

 Proposed Legislative Text: Section 17-B [New Insertion]

17-B. Virtual participation in mediation proceedings.— Notwithstanding anything contained in this Act, any
mediation proceedings conducted under this Act may, wholly or partly, be conducted through video link or
any other secure electronic means as may be approved by the Mediator, NIRC Mediation Centre, or the
Court, and participation through such means shall be deemed to constitute valid appearance and
participation of the parties, subject to such verification and identification requirements as may be required
under the law. 



Section III
Amendments to the Alternative Dispute Resolution Act, 2017 

The amendments to the ADR Act, 2017 introduce a new category of mandatory commercial
mediation, entirely distinct from the existing voluntary ADR framework, and establishes the
institutional infrastructure necessary to administer it. They are designed to be minimally
invasive; they add to the current framework rather than replacing it, preserving voluntary
mediation for all categories of dispute not covered by the new mandatory regime.

Amendment 1: New Definitions in Section 2
 Explainer

Three new definitions are inserted. Together, they create the conceptual foundation for the
commercial track: they define what a commercial dispute is, what commercial mediation
means, and what institutional mechanism will administer it.

'Commercial Dispute' (clause d-a) is defined by three cumulative elements: First, a
contractual relationship between the parties; Second, a claim for outstanding payment or
breach of contractual obligation; and third, a monetary value of at least PKR 5 million
exclusive of interest. The PKR 5 million threshold is a deliberate calibration. It confines
mandatory mediation initially to disputes where the value justifies the procedural step,
where parties have the financial capacity to engage meaningfully, and where mediator
supply and institutional capacity are most closely matched to demand. Disputes covered by
a valid arbitration clause are expressly excluded, respecting the parties' contractual choice
of forum.
'Commercial Mediation' (clause d-b) is defined as mandatory mediation under Chapter I-A
in respect of a commercial dispute. The definition embeds the mandatory pre-litigation
character of commercial mediation directly in statute through a non-obstante clause,
preventing it from being read down by reference to the consent-based provisions of the
existing framework. Importantly, mediation is retained within the broader definition of
'Alternative Dispute Resolution' rather than carved out of it, which is a deliberate choice
that preserves voluntary mediation for non-commercial matters under the existing
framework.
'Mediation Office' (clause i-a) establishes a court-annexed institutional facility within the
premises of the Court (as defined in the ADR Act) as the nodal point for commercial
mediation referrals. Court-annexation is essential in Pakistan's legal culture: dispute
resolution carries institutional authority when associated with the physical and
administrative framework of the courts. A purely private or standalone mechanism would
lack the perceived authority necessary to secure party participation. The Mediation Office is
an enabling concept; detailed rules governing its establishment and functioning will be
framed at a subsequent stage.

S e c t i o n  I I I
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 Proposed Legislative Text: New Clauses in Section 2 [New Insertions]

In Section 2 of the Alternative Dispute Resolution Act, 2017, the following new clauses shall be
inserted:

After clause (d): (i) 'Commercial Dispute' means any dispute arising out of or in connection with a
contractual relationship between the parties, involving a claim for outstanding payment, or a claim on
account of the performance, non-performance, or breach of any contractual obligation, including any
consequential or liquidated damages, where the monetary value of the claim is not less than rupees five
million, exclusive of interest, and includes, but is not limited to, any claim, right or interest arising out of
trade and commerce. Provided that such dispute shall not be entertained under this Act where the underlying
contract contains a valid and enforceable arbitration clause governing the resolution of disputes between the
parties.

Provided that the Federal Government may, by notification in the official Gazette, revise the monetary
threshold prescribed for commercial disputes under clause (di) from time to time, having regard to the need
for effective administration of the commercial mediation framework established under this Act.

After clause (d i): (ii) "Commercial Mediation" means mandatory mediation conducted under Chapter I-A of
this Act in respect of a commercial dispute as defined in clause (da), and shall, notwithstanding anything
contained in any other law for the time being in force, be a mandatory pre-condition to the commencement of
any proceeding before a Court.

After clause (i): (ia) 'Mediation Office' means any institutional facility established, designated or otherwise
recognized in accordance with such rules or regulations as may be made under this Act within premises of
the Court.

 Amendment 2: Section 13: Extension to Commercial Mediation
 Explainer

Section 13 governs the execution of orders or decrees passed following ADR proceedings. It is
amended to extend its scope to decrees passed following commercial mediation, ensuring that
settlements reached under Chapter I-A are enforceable through the same execution framework
as other ADR outcomes.

 Proposed Legislative Text: Amended Section 13

13. Execution of an order or a decree. --- Where an order or a decree is passed by a Court following ADR
and commercial mediation, it shall be executed in the manner as prescribed and if no such manner is
prescribed under this Act, it shall be executable in accordance with the procedure provided for in the relevant
law. No stay order of the decree be passed by any court unless amount of decree be deposited in court.
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 Amendment 3: New Chapter I-A: Mandatory Mediation in Commercial Cases
 Explainer

Chapter I-A is the operational core of the commercial track. Its insertion as an independent
chapter, rather than within the existing Chapter I, is a deliberate structural choice. The existing
Chapter I governs voluntary, consent-based ADR mechanisms. Placing a mandatory, court-
triggered commercial mediation regime within the same chapter would create conceptual
ambiguity and risk the mandatory provisions being read subject to the consent-based
framework. A separate chapter provides the clean regulatory separation necessary for coherent
implementation.

The chapter contains three sections, each addressing a distinct scenario in which commercial
mediation applies.

 Section 13-A: Mandatory Pre-Litigation Mediation
Section 13-A is the primary mandatory provision. When a commercial dispute is filed before the
Court, it is referred first to the Mediation Office, which refers it to an ADR Centre or accredited
mediator within seven days. The mediator fixes a first session and issues notice to parties.
Proceedings are concluded within thirty days, with a one-time extension of up to fifteen days on
documented grounds.

The provision's treatment of non-cooperation is carefully calibrated. Persistent failure to
appear is treated as constructive refusal to participate, documented in the mediator's report,
and available to the Court for costs purposes in subsequent adjudication. This creates a
meaningful deterrent without imposing automatic sanctions that could prejudice smaller
parties. Where settlement is reached, it is reduced to writing, signed by all parties, and
submitted to the court, which pronounces judgment and passes a decree. That decree carries
the force of a court order, is binding, and is not appealable, providing the finality that makes
mediation a genuine alternative to adjudication rather than merely a preliminary hurdle.

 Section 13-B: Cases Involving Interim Relief
Section 13-B addresses a procedural tension that arises when a commercial suit is accompanied
by an application for urgent interim relief, such as an injunction or an order for attachment
before judgment. Left unaddressed, this creates two competing risks. On one hand, a party
wishing to avoid mandatory mediation could deliberately attach an interim relief application to
its Plaint, using the urgency of the application as a tactical device to bypass the mediation
requirement altogether. On the other hand, if the court were to rigidly apply the mandatory
mediation requirement and refer the entire matter to the Mediation Office first, a party with a
genuinely urgent need for judicial protection could be left without any remedy while mediation
runs its course, by which point the harm may already be irreversible. 

P A R T  I I :  L e g i s l a t i v e  R e f o r m  P a c k a g e

S e c t i o n  I I I



R S I L  -  L A S3 6

Section 13-B resolves both risks through a single mechanism: the court addresses the interim
relief application immediately, before mediation begins, and once that question is disposed of,
the matter is referred to mandatory mediation regardless of the outcome. This ensures that
interim relief cannot be used as a device to circumvent mediation, and that parties with urgent
protective needs are not left without judicial recourse.

Section 13-B ensures that interim relief is addressed judicially first, by the court rather than the
mediator, as an immediate priority, with mandatory mediation following in every case
regardless of the outcome of the interim application. Mediators are expressly not empowered to
grant interim relief. This is a principled design choice: granting mediators adjudicative
authority would compromise the non-adjudicatory nature of mediation and create precisely the
appearance of bias that the facilitative model requires to avoid. Interim relief remains the
exclusive jurisdiction of the court.

 Section 13-C: Mediation by Option at Any Stage
Section 13-C mirrors Section 33-A of the IRA for the commercial context. It ensures that
mediation remains available as a continuing option throughout court proceedings, not merely at
the pre-litigation stage mandated by Section 13-A. Courts are expressly empowered to suggest
mediation at appropriate stages, with reasons recorded, recognising that judges with
continuous engagement in a case are uniquely placed to identify inflection points at which
parties are most receptive to settlement.

 Section 13-D: Virtual participation in mediation proceedings
This proposed Section 13-D is intended to facilitate efficient and accessible mediation
proceedings by enabling parties to participate through video link or other secure electronic
means. The amendment seeks to reduce delays, travel burdens, and logistical difficulties while
ensuring continuity and flexibility in ADR proceedings. At the same time, it preserves the
authenticity and integrity of the process by subjecting virtual participation to applicable legal
requirements relating to verification and identification.

 
 Proposed Legislative Text: New Chapter I-A [New Insertion]

In the Act, after Chapter I, the following new Chapter shall be inserted: CHAPTER I-A: 
MANDATORY MEDIATION IN COMMERCIAL CASES

13-A. Mandatory mediation in commercial disputes. --- (1) Notwithstanding anything contained in this Act
or any other law for the time being in force, whenever a case involving a commercial dispute is filed before a
Court, the same shall, in the first instance, be referred to the Mediation Office for the purposes of commercial
mediation.

 (2) The Mediation Office shall, upon receipt of such reference, refer the matter to an ADR Centre or an
accredited mediator within seven days, as the case may be, for conducting commercial mediation in such
manner as may be prescribed by the rules.



 (3) The Mediation Office shall, after appointment under sub-section (2), fix a date for the first mediation
session and issue notice to the parties to appear before the ADR Centre or the Mediator so appointed.

 (4) Where any party fails to appear before the ADR Centre or the Mediator despite service of notice under
sub-section (3), the Mediator shall issue a further notice to such defaulting party requiring its appearance.

 (5) The commercial mediation proceedings shall be concluded within a period of thirty days from the date of
first mediation session: Provided that the Mediator may, for reasons to be recorded in writing, grant a one-
time extension not exceeding fifteen days.

 (6) Upon the conclusion of the commercial mediation proceedings, the ADR Centre or Mediator shall, within
three days, submit a report to the Mediation Office indicating whether the commercial mediation has resulted
in a successful settlement or has failed to achieve resolution.

 (7) Where a settlement is reached between the parties, the terms of such settlement shall be reduced into
writing duly witnessed and signed by the Mediator and by the parties or their duly authorized
representatives or attorneys. The written settlement shall then be submitted to the Court which shall
pronounce judgment and pass decree in terms of the settlement. Once recorded, the settlement shall carry the
same force and effect as a decree of the Court and shall be binding on the parties, and no appeal shall lie
against such decree.

 (8) Where no settlement is reached within the period specified in sub-section (5) or any party refuses to
participate in the commercial mediation proceedings, the ADR Centre or Mediator shall issue a certificate to
that effect, and the matter shall be referred to the Court for adjudication in accordance with law.

 (10) The Mediator shall duly document and expressly record, within the report submitted under sub-section
(6), any instance wherein a party has demonstrably failed to engage in the commercial mediation
proceedings in a bona fide and sincere manner; and such conduct, reflecting an absence of good faith
participation, may subsequently be taken into account by the Court or any competent appellate authority at
the time of adjudication of the matter.

13-B. Procedure in commercial dispute cases involving interim relief. --- (1) Where the plaint is accompanied
by an application seeking interim relief under the provisions of the Code of Civil Procedure, 1908, the
Mediation Office shall refer the matter to the Court for decision on such application, and the Court shall pass
the ad-interim order on the application in accordance with law.

     (a)Where the Court, after hearing the applicant, grants ad-interim relief, the Court shall refer the matter
to the Mediation Office for commercial mediation in the manner as prescribed in section 13-A.

     (b)Where the Court, after hearing the applicant, refuses to grant ad-interim relief, the Court shall refer the
matter to the Mediation Office for commercial mediation in the manner as prescribed in section 13-A.

     (c)Where the Court, after hearing the applicant, issues notice to the respondent and adjourns the matter, it
shall, upon the subsequent hearing, after granting or refusing ad-interim relief, refer the matter to the

Mediation Office for commercial mediation in the manner prescribed under section 13-A.



 (2) Notwithstanding anything contained in sub-section (5) of section 13-A, the commercial mediation
proceedings under this section shall be concluded within a period of fifteen days from the date of first
mediation session: Provided that the ADR Centre or the Mediator may, with the consent of both parties,
extend the said period once for a further period not exceeding seven days.

13-C. Mediation by option of parties at any stage of proceedings. --- (1) Notwithstanding anything contained
in this Act, the parties to a commercial dispute may, at any stage of the proceedings before the Court, either
on their own motion or upon suggestion of the Court, opt to resolve the dispute through mediation.

 (2) Where the parties agree to refer the matter to mediation under sub-section (1), the Court shall, for
reasons to be recorded, refer the matter to a Mediator or an ADR Centre, as the case may be, in such manner
as may be prescribed.

 (3) The proceedings before the Court may be adjourned for the duration of mediation, which shall ordinarily
not exceed thirty days, extendable by mutual consent of the parties for a further period not exceeding seven
days.

 (4) Where the parties reach a settlement, the same shall be reduced into writing, duly witnessed and signed
by the parties or their duly authorized representatives or attorneys, and submitted before the Court, which
shall pronounce judgment and pass decree in terms thereof.

 (5) Where no settlement is reached within the period specified in sub-section (3), the proceedings shall
resume from the stage at which they were adjourned.

13-D. Virtual participation in mediation proceedings.— Notwithstanding anything contained in this Act, any
mediation proceedings conducted under this Act may, wholly or partly, be conducted through video link or
any other secure electronic means as may be approved by the Mediator, ADR Centre, or the Court, and
participation through such means shall be deemed to constitute valid appearance and participation of the
parties, subject to such verification and identification requirements as may be required under the law. 

 Amendment 4: Amendment of the Schedule
 Explainer

Two amendments are made to the Schedule to harmonise it with the new Chapter I-A
commercial mediation regime.

Entries at serial numbers 5, 6, 8, 9, 10, 18, and 19 are omitted. These entries covered
categories of contractual, commercial, and financial dispute that now fall within the
definition of 'commercial dispute' under Section 2(da) and are therefore governed by the
mandatory regime under Chapter I-A. Retaining them in the Schedule would create an
ambiguity about whether such disputes are subject to the voluntary regime or the
mandatory one, and whether a party could argue that the Schedule's consent-based referral
framework applies. The omission ensures commercial disputes are governed exclusively by
Chapter I-A, and that the Schedule operates as the residual domain for voluntary ADR only.



Entry 13 is substituted to read 'Suits for compensation and damages arising out of torts.'
This clarification ensures that tort-based claims, which may or may not involve a
contractual relationship and may or may not meet the PKR 5 million threshold, continue to
be available for voluntary ADR under the Schedule, unless they independently satisfy the
definition of commercial dispute under Section 2(da).

 Proposed Legislative Text: Schedule Amendments

 (1) Entries at serial numbers 5, 6, 8, 9, 10, 18 and 19 shall be omitted.

 (2) For entry at serial number 13, the following shall be substituted, namely: "13. Suits for compensation
and damages arising out of torts."

S e c t i o n  I I I
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Section IV
Amendment to the Code of Civil Procedure, 1908: Section 34

 Amendment to Section 34: Mandatory Interest at KIBOR
 Explainer

Section 34 of the Code of Civil Procedure, 1908 governs the award of interest on money decrees.
The proposed amendment makes three changes: it makes the award of interest mandatory
(changing 'may' to 'shall'); it standardises the interest rate at the Karachi Interbank Offered
Rate (KIBOR) as notified by the State Bank of Pakistan; and it deletes sub-section (2), which
currently allows a court to be deemed to have refused post-decree interest simply by remaining
silent on the matter.

This amendment functions as the cross-cutting financial incentive mechanism for the entire
package. Its logic is straightforward: if a party that owes money knows that a decree against it
will accrue interest at KIBOR from the date the suit was filed until payment is made, the
financial cost of prolonged litigation increases materially. The incentive to settle early through
mediation, and thereby avoid the accumulation of mandatory interest, strengthens both the
labour and commercial tracks without coercing parties into settlement.

The change from 'may' to 'shall' removes judicial discretion in the award of interest, addressing
the inconsistency in outcomes that currently reduces the financial deterrent to delay.
Standardisation at KIBOR aligns interest awards in civil suits with prevailing financial
benchmarks, ensuring that awards reflect the actual time value of money rather than nominal
rates that may bear no relation to commercial borrowing costs.

The deletion of sub-section (2) removes a provision that effectively permitted courts to refuse
post-decree interest by silence, a mechanism that directly undermined the intent of Section 34
and created uncertainty for the prevailing party. Once a money claim succeeds, interest must
follow as a matter of law.

Comparative Reference: Financial Institutions (Recovery of Loans) Ordinance,
2001

 The FIO mandates recovery of the cost of funds from the date of default, creating a direct
financial consequence for delay in the banking context. The amendment to Section 34 applies
the same logic to civil money decrees generally, making delay financially costly, incentivising
compliance, and strengthening the case for early settlement through mediation.



 Proposed Legislative Text: Amended Section 34

34. Interest. --- (1) Where and in so far as a decree is for the payment of money, the Court may
shall, in the decree, order interest at such rate as the Court deems reasonable at the prevailing
Karachi Interbank Offered Rate (KIBOR) for the relevant period as notified by the State Bank
of Pakistan, to be paid on the principal sum adjudged, from the date of the suit to the date of
the decree, in addition to any interest adjudged on such principal sum for any period prior to
the institution of the suit, with further interest at such rate as the Court deems reasonable on
the aggregate sum so adjudged, from the date of the decree to the date of payment, or to such
earlier date as the Court thinks fit.

(2) Where such a decree is silent with respect to the payment of further interest on such
aggregate sum as aforesaid from the date of the decree to the date of payment or other earlier
date, the Court shall be deemed to have refused such interest, and a fresh suit therefor shall
not lie. [Sub-section (2) deleted.]



Section V
NIRC Mediation Centre Rules, 2026 

 Explainer

Legislative amendments alone are insufficient without the institutional infrastructure to
implement them. The NIRC Mediation Centre Rules, 2026 are made in exercise of the expanded
rule-making powers under Section 66 of the Industrial Relations Act, 2012. They translate the
statutory framework created by Sections 32-A, 33-A, and 58-A into a functioning institutional
mechanism, addressing five principal governance failures identified in the diagnostic work.

Governance and administration: The NIRC Mediation Centre is headed by a Registrar
appointed by the NIRC Chairman, supported by necessary staff. A dedicated Mediation
Branch handles case administration. This creates an institutional identity for mediation
within the NIRC distinct from its adjudicatory functions, addressing the current absence of
any governance structure for ADR.

Case management and records: The Centre maintains systematic records of all cases,
including parties, dispute nature, appointed mediator, commencement and conclusion
dates, and outcomes. The Registrar maintains and publishes a panel of accredited
mediators. Publication of the panel directly addresses the finding that informal referral
practices concentrate cases among a small number of connected mediators, creating
perceptions of opacity and partiality that undermine institutional credibility.

Mediator appointment: The Registrar considers the nature of the dispute and the
qualifications and expertise of potential mediators before appointment. For Section 58-A
proceedings, the appointed mediator must be different from any mediator used in Section
32-A proceedings for the same dispute, ensuring a fresh perspective at the post-appellate
stage.

Conflict of interest: Every mediator must, prior to commencement, submit an affidavit
declaring no conflict of interest and no prior professional relationship with any party.
Where a conflict arises during proceedings, immediate disclosure and recusal are required.
This addresses the accountability deficit identified in practitioner interviews, where
mediators displaying bias or conducting partial sessions faced no formal accountability
mechanism.

Legal Aid: Rule 7 is intended to promote fairness and meaningful participation in mediation
proceedings by facilitating access to legal assistance for unrepresented and financially
vulnerable employed persons. The rule seeks to reduce procedural inequality between
parties by enabling referrals to legal aid services and maintaining a panel of pro bono -



 counsel. At the same time, it ensures that mediation proceedings are not unnecessarily delayed
due to absence of representation, while placing an obligation on the Mediator to conduct the
proceedings in a fair and non-coercive manner.

Proposed Legislative Text: NIRC Mediation Centre Rules, 2026 [New Subordinate
Legislation]

In exercise of the powers conferred by Section 66 of the Industrial Relations Act, 2012, the National
Industrial Relations Commission hereby makes the following rules:

Rule 1 --- Establishment and Administration of the NIRC Mediation Centre

 (1) The Chairman or Acting Chairman of the NIRC shall appoint a Registrar of the NIRC Mediation Centre.
 (2) The Chairman or Acting Chairman, in consultation with the Registrar, shall appoint such staff as may be
necessary to carry out the day-to-day functions of the NIRC Mediation Centre.
 (3) The NIRC Mediation Centre shall maintain a Registry with designated office hours and normal working
days for the transaction of its business.

Rule 2 --- Records and Case Management

 (1) The NIRC Mediation Centre shall maintain records of all cases referred to mediation, including details
of: (a) the parties; (b) the nature of the dispute; (c) the appointed Mediator; (d) dates of commencement and
conclusion of mediation; and (e) the outcome, including success or failure.
 (2) The Registrar shall assign case numbers in such manner as may be prescribed.
 (3) The Registrar shall maintain and publish a panel of NIRC mediators.

Rule 3 --- Appointment and Qualification of Mediators

 (1) Before referring a case to mediation, the Registrar shall consider: (a) the nature of the dispute; and (b)
the qualifications and expertise of the Mediator.
 (2) For cases referred under Section 58-A of the Industrial Relations Act, 2012, the Mediator appointed shall
be different from any Mediator previously appointed under Section 32-A of the Industrial Relations Act, 2012
for the same dispute.

Rule 4 --- Declaration of Independence and Conflict of Interest

 (1) Every Mediator, prior to commencement of mediation proceedings, shall submit an affidavit to the NIRC
Mediation Centre declaring that: (a) there exists no conflict of interest in relation to the dispute or the
parties; and (b) the Mediator has not represented any of the parties in any professional capacity prior to
such appointment.
 (2) Where at any stage of the mediation proceedings a potential conflict of interest arises, the Mediator shall
immediately disclose the same to the Registrar and the parties, and shall recuse himself or herself where
necessary.
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Rule 5 --- Mediation Branch

 (1) A Mediation Branch shall be established within the NIRC Mediation Centre.
 (2) The Mediation Branch shall be responsible for: (a) sending notices to parties and Mediators; (b)
maintaining case files and related documentation; and (c) managing photocopying, filing, and other
administrative support.

Rule 6 --- Application Requirements

 (1) An application for mediation under Section 58-A shall be accompanied by: (a) a certified copy of the Full
Bench judgment; and (b) a certified copy of the Single Bench judgment.
 (2) In mediation under Section 58-A, the parties may: (a) specify the issues to be mediated; and (b) indicate
satisfaction with parts of the judgment while highlighting matters for mediation.
 (3) Expression of satisfaction with any part of the judgment shall not prejudice any party in subsequent
proceedings, and parties shall remain entitled to agitate satisfied claims if mediation fails.

Rule 7— Legal aid and assistance for unrepresented parties in mediation proceedings.—

 (1) Where any employed person participating in mediation proceedings is not represented by legal counsel
and appears unable, by reason of financial hardship or vulnerability, to effectively participate in the
mediation proceedings, the NIRC Mediation Centre shall facilitate access to legal assistance or refer such
person to any recognized legal aid service or pro bono counsel or such other institution as may be notified for
this purpose.
 (2) The NIRC Mediation Centre shall maintain a panel of pro bono counsel willing to assist unrepresented
parties in mediation proceedings under this Act.
 (3) The absence or non-availability of legal representation shall not, by itself, prevent the commencement or
continuation of mediation proceedings under this Act:

Provided that the Mediator shall ensure that the proceedings are conducted in a fair manner and that no
party is subjected to undue coercion, intimidation or procedural disadvantage during the mediation process.

Rule 8 --- Miscellaneous

 (1) All notices, communications, and official documents issued by the NIRC Mediation Centre shall be
deemed valid if issued under the authority of the Registrar.
 (2) These Rules shall come into force on the date of their notification in the Official Gazette.
 (3) Any person appearing on behalf of an employer in mediation proceedings shall produce a duly signed
authorisation letter or power of attorney issued by the CEO or Company Secretary, as the case may be,
evidencing such representation, failing which such person shall not be permitted to participate in the
proceedings.



Section VI
Amendment to the Mediation Practice Direction (Civil) Rules, 2023

Amendment to Section 2: Scope Limitation
 Explainer

The Mediation Practice Direction (Civil) Rules, 2023 were drafted for a voluntary, consent-
based mediation environment. Several of their provisions are structurally incompatible with the
mandatory commercial mediation regime under Chapter I-A of the ADR Act. Most significantly,
the MPD Rules require mediators to disclose party offers in their failure reports to the court, a
provision identified unanimously by practitioners in the key informant interviews as a serious
breach of mediation confidentiality that prejudices parties in subsequent litigation. Applying
this requirement to mandatory commercial mediation would import a confidentiality breach
directly into the new regime from the outset.

A single amendment, the insertion of new sub-section (6) in Section 2, addresses this problem
cleanly. It provides that the MPD Rules apply only to voluntary mediation under Chapter I of
the ADR Act and do not apply to commercial mediation under Chapter I-A. This ensures
regulatory clarity: any practitioner, court officer, or party dealing with mandatory commercial
mediation knows with certainty that the MPD Rules do not govern that process. Dedicated
procedural rules for commercial mediation under Chapter I-A will be framed at a subsequent
stage.

 Proposed Legislative Text: New Sub-section 2(6) [New Insertion]

In Section 2 of the Mediation Practice Direction (Civil) Rules, 2023, the following new sub-section shall be
inserted, namely:

(6) The provisions of this Rule shall apply only to voluntary mediation conducted under Chapter I of the
Alternative Dispute Resolution Act, 2017, and shall not apply to commercial mediation conducted under
Chapter I-A thereof.
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Provision What it does Key features

IRA s.32-A [New]
Mandatory pre-grievance
mediation at NIRC before
Section 33 proceedings

90-day application window;
mediator appointed within 7 days;
30+15 day proceedings; settlement =
Commission order, no appeal;
limitation suspended; prospective
only

IRA s.33-A [New]
Voluntary mediation at any stage
of NIRC or appellate proceedings

Party-initiated or
Commission-suggested; 30+7 day
adjournment; settlement = final
binding order; limitation suspended

IRA s.33-B  [New] Facilitates virtual participation
in the mediation proceedings. 

Expressly provides that participation
through approved electronic means
shall constitute valid appearance and
participation subject to verification
and identification requirements
under the law.

IRA s.58-A [New]
Mandatory post-appellate
mediation before High Court
writ proceedings

30-day window to apply after Full
Bench decision; 15-day proceedings,
no extension; no stay of Full Bench
order; different mediator required
from s.32-A

IRA s.59 [Amended]
Carve-out from finality clause for
s.58-A

It provides protection to the
mediation over the final order of the
NIRC.

IRA s.64 [Amended]
Employment protection during
mediation

Employer cannot alter conditions of
service or dismiss worker during
ss.32-A or 58-A proceedings

IRA s.66 [Amended]
Expanded rule-making powers
for NIRC

Authorises NIRC to make rules on
NIRC Mediation Centres,
accreditation, referrals, records, and
good faith enforcement

IRA s.66-A [New]
Reporting and accountability
measures

Mandates publication of the annual
report and provides consequences
for persistent or unexplained failure
to comply with reporting obligations.
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Provision What it does Key features

IRA s.66-B [New]
Authorised Representation of
Employer

Requires persons appearing on behalf
of employers in mediation
proceedings to produce proper
authorization demonstrating
authority to represent, negotiate, and
settle disputes.

PWA s.17-A [New]
Mandatory mediation for wage
disputes before adjudication

All wage claims go through NIRC
Mediation Centre; IRA ss.32-A and
58-A apply mutatis mutandis; court
access fully preserved after mediation

PWA s.17-B [New]
Facilitates virtual participation in
the mediation proceedings. 

Expressly provides that participation
through approved electronic means
shall constitute valid appearance and
participation subject to verification
and identification requirements
under the law.

ADR Act s.2(da) [New]
Definition of Commercial
Dispute

Contractual relationship + claim for
payment/breach + value ≥ PKR 5
million; arbitration clause disputes
excluded

ADR Act s.2(db) [New]
Definition of Commercial
Mediation

Mandatory pre-condition to court
proceedings for commercial disputes;
retained within ADR definition to
preserve voluntary mediation for
other matters

ADR Act s.13-D [New]
Facilitates virtual participation in
the mediation proceedings. 

Expressly provides that participation
through approved electronic means
shall constitute valid appearance and
participation subject to verification
and identification requirements
under the law.

ADR Act s.2(ia) [New] Definition of Mediation Office

Court-annexed facility within District
Court premises; nodal point for
commercial mediation referrals and
case management

ADR Act Chapter I-A [New]
Mandatory pre-litigation
mediation for commercial
disputes

S.13-A: 7-day referral, 30+15 day
proceedings, settlement = court
decree no appeal, failure certificate
issued; s.13-B: interim relief
addressed by court first; s.13-C:
optional mediation at any stage
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Provision What it does Key features

ADR Act Schedule
[Amended]

Harmonisation with Chapter I-A
Entries 5,6,8,9,10,18,19 omitted
(now covered by Chapter I-A); entry
13 refined to torts

CPC s.34 [Amended]
Mandatory interest on money
decrees at KIBOR

'May' replaced with 'shall'; rate
standardised to KIBOR; sub-section
(2) deleted; court’s silence can no
longer be inferred as declining
interest

NIRC Rules 2026 [New]
Institutional framework for
NIRC Mediation Centre

Registrar; published mediator panel;
case records; conflict of interest
affidavit; separate mediator for s.58-
A; employer authorisation
requirement; annual MoLJ
reporting: legal aid

MPD Rules s.2(6) [New]
Scope limitation of MPD Rules to
voluntary mediation

MPD Rules apply only to Chapter I
voluntary mediation; do not apply to
Chapter I-A commercial mediation,
ensuring clean regulatory separation
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Part III
IMPLEMENTATION BLUEPRINT 

Operational framework for the proposed mandatory mediation regime





Introduction

The legislative package proposed in Part II cannot operate through statutory amendment alone.
Its success depends on whether the institutions responsible for implementing it have the
capacity, structure, funding and support necessary to make the regime work in practice.

Part III turns the reform into a practical implementation framework. Where the earlier Parts
diagnose the problem, develop the policy rationale, and set out the legislative package, this Part
explains how mandatory mediation for labour and commercial disputes can be implemented in
practice in Islamabad.

Component 1 sets the pace of reform. It explains why the labour, wage and commercial tracks
cannot all be launched at once, and lays out the sequence in which they should be: labour first,
wage disputes second, commercial last. For each track, it identifies what must be in place before
activation, what triggers the move to the next phase, and what to do if the system is not yet
ready. The phasing framework is the timetable within which everything else in this Part
operates.

Component 2 addresses judicial engagement. The legislative package in Part II creates the
procedural gateways, the referral mechanisms, and the cost consequences for bad-faith
participation. What it cannot create is the willingness of judges to treat mediation as a genuine
part of the justice process. Component 2 is the strategy for building that disposition across the
three forums the reform touches: the NIRC, the District Judiciary, and the Islamabad High
Court.

Component 3 addresses capacity. It documents what the Islamabad mediator pool currently
looks like, where it falls short of what the mandatory regime will require, and what must be
done to close the gap before the regime commences. 

Component 4 addresses financing. It identifies the streams that can fund the reform,
sequences them against the phases, and proposes the architecture against which the dedicated
financial feasibility study commissioned at the start of Phase 1 will work.

Component 5 addresses public awareness. It identifies three audiences (workers and wage
claimants, employers and commercial entities, and the legal profession) and proposes
communication strategies calibrated to each.
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The five components are mutually reinforcing, and the Blueprint treats them as a single
operational architecture. The phasing framework determines when each track activates, but
each phase depends on the operational components being in place: judicial engagement without
capacity-building produces willing judges with no panel to refer to; capacity-building without
judicial engagement produces a panel with nowhere to be referred; both without financing
collapse into project work that cannot survive its first funding cycle; and all three without
public awareness produce a regime that compels participation from parties who do not
understand what they are being compelled to do. A failure in any one component undermines
the others, and the sequence laid out in Component 1 only works if all five hold together.

Component 1: The Phasing Framework

The labour and commercial tracks differ in three ways that matter for sequencing: their
institutional starting points, the caseload they will carry, and what each requires to operate.
The constraint on mandatory mediation in Pakistan is not legislative intent but institutional
capacity. The framework that follows proceeds in three phases, each with its own scope, pre-
conditions, transition triggers and contingency response. Figure IV.A sets out the overall
sequence.

Figure IV.A. Master phasing timeline. Three sequential phases over twenty-four months, with CPC s.34 active
across all phases. The dashed lines mark the two assessment gates that govern the transitions between phases.
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1.1. Phase 1 — Labour Track Activation

Scope
Phase 1 brings into force the proposed IRA amendments (Sections 32-A, 33-A, 33-B 58-A, 66A,
66B and the consequential amendments to Sections 59, 64, and 66), together with the NIRC
Mediation Centre Rules 2026.

The proposed CPC Section 34 amendment is also activated in Phase 1. It works independently
of any institutional infrastructure, so it can begin straight away and does not need to wait for
the labour or commercial tracks to be operationally ready.

Reasoning
The labour track is the right entry point for three reasons, each grounded in the evidence
gathered through this project:

The institutional foundation already exists. The NIRC has been managing
conciliation under Section 36 of the IRA for over a decade, achieving roughly 50%
settlement rates (See Annex B – Stakeholder Evidence). It does this with only four
effectively functioning conciliators across seven benches and without the dedicated
mediation infrastructure that the new Rules will create. The labour track therefore begins
from a working base. The reform professionalises and extends it.

Labour grievances suit interest-based resolution. Disputes over illegal termination,
promotion, minimum wages and gratuity are usually bilateral and factually uncomplicated
relative to what is at stake. They also arise from ongoing employment relationships, where
the parties have a structural interest in resolution that one-off commercial transactions do
not generate.

Labour cases are the biggest driver of the backlog. The volume of individual
grievances at the NIRC is the most significant single contributor to the institutional backlog
this reform is designed to address. Starting with the labour track maximises early impact on
the backlog while keeping the rollout institutionally simple.

Internal sequencing
Phase 1 has an internal sequence of four steps, shown in Figure IV.B. The sequence must be
respected if the phase is to succeed.
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Figure IV.B. Phase 1 internal sequencing. Steps 1 and 2 run in parallel over the first six months; Step 3 follows; Step 4
begins at commencement and runs continuously.

Step 1, before any commencement of the IRA amendments, is the formal establishment of the
NIRC Mediation Centre. This means appointing a Registrar, constituting the Mediation Branch,
setting Registry office hours, and publishing the mediator panel.

Publishing the panel matters because it signals that the system is open and ready to take cases.
The key informant interviews consistently identified opacity in mediator selection as one of the
biggest drivers of distrust in the current ADR system. A published panel, kept current by the
Registrar, is the most important step in building the Centre’s credibility before its first
mandatory referral arrives.

Step 2 runs alongside Step 1: targeted training of mediators for labour disputes specifically. As
the capacity analysis at Component 3 below shows, the existing pool of Ministry-notified
mediators in Islamabad is heavily weighted toward commercial and civil law backgrounds.
Labour mediation calls for a different skill set:

familiarity with the IRA framework;
sensitivity to the power asymmetries between workers and employers; and
the ability to facilitate resolution where one party is often economically vulnerable and
emotionally invested.

A focused training module, built on the existing accreditation programmes, should be designed
and delivered to a target cohort before Phase 1 begins. It does not need to be long. A 20-to-30
hour programme covering labour law, NIRC procedure, and the dynamics of worker–employer
disputes would expand the usable pool.



Transition conditions
The move from Phase 1 to Phase 2 should not be governed by a calendar date alone. Calendar-
driven transitions create pressure to launch the next phase regardless of whether the current
one is functioning. The transition should instead be conditional on a set of readiness criteria,
jointly certified by the NIRC Mediation Centre and the Ministry of Law and Justice. Figure IV.C
sets these out.

Figure IV.C. Phase 1 to Phase 2 transition gate. A minimum operational period of six months in Phase 1 is
recommended before the readiness assessment is conducted, even if the quantitative criteria appear to be met earlier.

Contingency
If the readiness assessment shows that one or more criteria have not been met, the response
should target the particular shortfall rather than delaying the entire legislative scheme or
proceeding regardless. The decision logic appears in Figure IV.E at the close of this Component.

1.2. Phase 2 — Wage Disputes Extension

Scope
Phase 2 brings into force the proposed Payment of Wages Act amendment (Section 17-A and
section 17-B), which extends mandatory mediation to wage-related disputes and routes them
through the NIRC Mediation Centre infrastructure established and tested in Phase 1. Proposed
Section 17-B authorises virtual participation in mediation proceedings, an accessibility feature
of particular significance for the wage-claimant cohort.

Phase 2 needs no new institutional infrastructure. The same Centre, the same panel, and the
same case management systems that serve the IRA framework will serve the Payment of Wages
Act, with the mutatis mutandis application of proposed Sections 32-A and 58-A providing the
procedural bridge.
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Reasoning
Treating wage disputes as a separate phase, rather than launching them with the IRA
amendments, reflects two considerations:

Volume management. Wage disputes add to the individual grievance caseload that
proposed Section 32-A will channel through the Centre. Activating both at once would
subject the Centre to a combined demand it cannot credibly absorb in its first months. A
sequential approach lets the Centre prove itself on the IRA caseload before taking on wage
claims.

The vulnerability of wage claimants. Wage disputes disproportionately involve daily
wage labourers and low-income workers, for whom each dispute carries immediate and
acute stakes. They are also the claimants least equipped to deal with an unfamiliar
procedural requirement if the institution is not yet running smoothly. Any mediator
shortage, appointment delay, or case management failure in the Centre’s early months
would fall hardest on this group. Activating proposed Section 17-A only after the Centre has
shown operational stability in Phase 1 is therefore also a protection for its most vulnerable
users.

Internal sequencing
Phase 2 has a simpler internal sequence than Phase 1, because the institutional infrastructure is
already in place. Three pre-launch steps are required:

review the Centre’s panel to confirm it includes practitioners familiar with the Payment of
Wages Act and with low-value, high-vulnerability wage disputes;

review the fee structure to confirm the process is accessible to wage claimants who may not
be able to afford even modest upfront costs; 

operationalise the legal aid framework under Rule 7 of the NIRC Mediation Centre Rules
2026, including the panel of pro bono counsel and the referral pathway to recognised legal
aid services for unrepresented and financially vulnerable claimants; and

prepare plain-language information materials for workers explaining the new mandatory
requirement, the right to legal assistance under Rule 7, the option of virtual participation
under proposed Section 17-B, and how to apply.

These materials should be available in Urdu and distributed through the Assistant
Commissioner’s office, the NIRC, and relevant trade unions and employer associations before
proposed Section 17-A takes effect.



Contingency
The most likely difficulty in Phase 2 is a capacity crunch, where the combined IRA and Payment
of Wages Act caseload exceeds what the Centre can process. The response is to expand the
active mediator pool, drawing on the accreditation pipeline that should by this stage be
producing newly trained practitioners. If pool expansion is too slow, the Ministry should
introduce a triage mechanism (for instance, giving early allocation to wage disputes below a
defined value), so that the most time-sensitive cases are not left waiting.

A second contingency risk is specific to the vulnerable-claimant profile of the wage track: if
Rule 7 referrals to pro bono counsel cannot be matched promptly to demand, mediation
proceedings will proceed with unrepresented claimants facing represented employers. Rule 7(3)
provides that absence of representation does not prevent the commencement of proceedings,
but the operational expectation should be that the pro bono panel and legal-aid referral
pathway are functional from Phase 2 commencement, not built reactively after a representation
gap emerges.

1.3. Phase 3 — Commercial Track Activation

Scope
Phase 3 brings into force the ADR Act amendments. These cover the new proposed definitions
in Section 2 (clauses d(i), d(ii), and ia), proposed Chapter I-A (Sections 13-A, 13-B, 13–C and
13-D), and the consequential Schedule amendments. The proposed Mediation Practice
Direction (Civil) Rules amendment also takes effect at this point.

It is the most structurally complex phase of the three. It involves:
a new institutional mechanism (the Mediation Office);
a new category of dispute (commercial disputes above PKR 5 million); and
a new relationship between the judiciary and the mediation system that needs active
management.

Reasoning
The commercial track is activated last because its institutional requirements are the most
demanding and its starting point is the furthest from operational readiness. Three differences
set it apart from the labour track:

the labour track builds on the NIRC’s existing conciliation infrastructure; the commercial
track requires the establishment of Mediation Offices within District Court premises from
scratch;
wage disputes can be absorbed into the Centre with modest adjustments; commercial
disputes above PKR 5 million involve legally sophisticated parties, higher financial stakes,
and greater procedural complexity; and
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the NIRC operates within a defined institutional hierarchy; the commercial track depends
on active cooperation from the district judiciary, whose engagement with ADR has
historically been the most inconsistent and the most reliant on individual judicial
personalities.

None of this is a reason to defer the commercial track indefinitely. The IHC data shows a
steadily growing balance of commercial cases, from 150 pending in 2019 to 213 in 2025 (see
Figure IV.5 in Component 3 below), and the cost of these disputes going unresolved for years
falls ultimately on businesses and the wider economy. The commercial track is sequenced last
because it requires the heaviest institutional investment, and that investment takes time.

Internal sequencing
Phase 3 has the most demanding internal sequence of the three phases. Four pre-activation
steps must be completed before the commercial track commences, set out in Figure IV.D.

Figure IV.D. Phase 3 pre-activation requirements. All four conditions must be independently verified before the
commercial track activates.
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Establish the Mediation Offices. Designating an existing room and assigning a clerk will
not produce a credible institution. Drawing on the Singapore experience, a Mediation Office
needs dedicated space clearly identified with the court; dedicated case management staff
who understand both the ADR Act framework and the District Court’s administrative
systems; visible signage and clear information for litigants; and a working relationship with
the existing notified ADR centres in Islamabad to whom referrals will be made under the
proposed Section 13-A(2).

Constitute sector-specific mediator sub-panels. The key informant interviews and the
Technical Working Group both identified the absence of sector-specific panels as one of the
biggest impediments to commercial parties’ confidence in mediation. The commercial
track’s PKR 5 million threshold will draw in disputes from construction, banking,
telecommunications, oil and gas, insurance, and general contract sectors. A single
undifferentiated panel is inadequate for this range. Sub-panels should be constituted along
sectoral lines, at a minimum: a general commercial panel, a construction and engineering
panel, and a banking and financial services panel. They should draw on the existing
Ministry-notified pool, supplemented where needed by newly accredited practitioners with
the relevant sectoral background.

Complete the judicial engagement programme. For Phase 3 specifically, this must
extend beyond general awareness to the practical mechanics of proposed Section 13-A
referrals: how the Mediation Office receives cases, what information must accompany the
referral, what happens when a party files an interim relief application under proposed
Section 13-B, and how the court resumes proceedings when a failure certificate is issued.
Judges who do not understand these mechanics will default to treating the Mediation Office
as an optional add-on, recreating the inconsistent referral practice the situational analysis
identified as one of the central failures of the ADR Act 2017.

Amend the Mediation Practice Direction (Civil) Rules. This step may run in parallel
with the first three. The amendment inserts a new sub-section 2(6) excluding commercial
mediation under Chapter I-A from the MPD Rules’ scope. It is procedurally straightforward
but must be in place before Phase 3 commences. The MPD Rules require mediators to
disclose party offers in failure reports. That requirement is structurally incompatible with
the mandatory commercial mediation regime and would undermine it from the outset if not
expressly excluded.

Transition conditions
Phase 3 should not be activated until each of the four pre-conditions in Figure IV.D has been
independently verified:

at least one Mediation Office has been formally established within District Court premises
in Islamabad and notified under the ADR Act rules;
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sector-specific mediator sub-panels have been constituted and published;
the judicial engagement programme has been completed for all judges assigned to
commercial matters in the relevant courts; and
the MPD Rules amendment has been notified in the Official Gazette.

Assuming Phase 1 commences within six months of the IRA amendments being enacted, a
realistic outer timeline for these pre-conditions is eighteen to twenty-four months from
enactment of the ADR Act amendments. This is consistent with the Turkish precedent of a
twelve-month gap between labour and commercial rollouts, while reflecting the additional
complexity of the Mediation Office requirement in Pakistan’s context.

Contingency
The commercial track carries a distinctive contingency risk that the labour track does not: the
mandatory mediation requirement could be circumvented at scale through the interim relief
mechanism in the proposed Section 13-B. A significant share of commercial suits are filed with
accompanying interim relief applications, and there is a real risk that parties seeking to avoid
mandatory mediation will use these applications as a tactical device to delay or bypass the
Mediation Office referral.

The monitoring framework should therefore track, from the first month of Phase 3, the
proportion of commercial filings accompanied by interim relief applications, and flag any
statistically significant increase as a possible circumvention signal. If circumvention is
detected, the Ministry should work with the IHC to issue a practice direction clarifying that the
proposed Section 13-B does not exempt parties from mandatory mediation. It merely sequences
the interim relief application before the mediation referral.

A second risk specific to the commercial track is the PKR 5 million threshold. If set too high, it
excludes important commercial disputes; if set too low, it may overwhelm the Mediation Office
in its early months. The threshold is therefore intended to be adjustable. The legislative package
addresses this by allowing the Federal Government, through notification in the Official Gazette,
to revise it over time based on the effective administration of the commercial mediation
framework. Data from the first twelve months of Phase 3 should guide the first review, with
later adjustments assessed against the same indicators.

1.4. Cross-phase Contingency Logic

Across all three phases, contingency responses follow a common principle: shortfalls trigger
targeted responses matched to the specific problem, rather than a blanket delay to the
legislative reform scheme or proceeding regardless. Figure IV.E summarises this logic.
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Figure IV.E. Contingency response logic. The Ministry of Law and Justice, in consultation with the NIRC, is the
decision-maker for any contingency response, with a Technical Working Group serving in an advisory capacity.

Component 2: Judicial Engagement Strategy

No element of the implementation architecture is more consequential than judicial engagement,
and none is more difficult to legislate into existence. The legislative package in Part II creates
the procedural gateways, the institutional referral mechanisms, and the costs consequences for
bad faith non-participation. What it cannot create by statutory instrument is the disposition
among judges to treat mediation as a genuine component of the justice process rather than a
procedural hurdle to be cleared before the real work of adjudication begins.

The diagnostic findings are not in doubt. Throughout the report unstructured judicial discretion
has been identified as a structural failure of the ADR Act 2017. Section 2.2 of Part I and section
2.2 of Annex B recorded the consistent stakeholder view that referral practice varies sharply
between individual judges, with mediation thriving where judicial ownership is active and
withering where it is absent. 
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The Technical Working Group reached the same conclusion, identifying judicial ownership as
the single most important non-legislative determinant of whether the mandatory regime would
succeed or replicate the failure of the voluntary one.  Practitioners with direct institutional
experience of court-annexed mediation in Islamabad estimate that a small cohort of trained and
engaged judges in Islamabad currently account for almost all ADR referrals.  A mandatory
regime that depends on the personal inclinations of that subset cannot function as a systemic
reform.

The strategy proposed here operates across three forums: the National Industrial Relations
Commission, the District Judiciary of Islamabad, and the Islamabad High Court. Each has a
distinct institutional starting point and requires a correspondingly distinct engagement
approach. Across all three, the strategy rests on three shared instruments: structured capacity-
building, institutional accountability mechanisms that make referral practice visible, and
sustained senior judicial leadership.
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Figure IV.1. The three-forum judicial engagement architecture. The forums differ in institutional starting point and
corresponding intervention sequence: the IHC is the most developed and requires deepening; the NIRC has a working
conciliation base and requires activation; the District Judiciary requires building from a near-zero base. Across all
three, capacity-building, institutional accountability, and senior judicial leadership are the shared instruments.
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2.1. The National Industrial Relations Commission

The NIRC presents the most manageable challenge of the three forums, for two reasons. First,
the institutional relationship between the NIRC bench and the Mediation Centre is already
defined by the legislative framework: the Chairman has direct supervisory authority over the
Centre under the proposed NIRC Mediation Centre Rules 2026, and the bad faith participation
provisions of Sections 32-A create a formal mechanism through which mediator reports feed
into the Commission’s adjudicative decisions. Second, the existing conciliation framework
under Section 36 of the IRA means that Commission members already have institutional
familiarity with facilitated dispute resolution, even though the proposed mediation model under
Section 32-A IRA is procedurally distinct. The primary requirement at NIRC level is therefore
to ensure that Commission members actively use the tools the legislative framework gives them.
Three interventions are recommended.

1. Mandatory orientation programme. Before Phase 1 commences, a mandatory
orientation programme for all NIRC bench members on the new mediation framework. The
programme should cover the procedural mechanics of the proposed Sections 32-A, 33-A and
58-A; the distinction between mediation and conciliation; the bad faith participation
provisions and how mediator reports should be assessed at adjudication; and the
Commission’s role in suggesting voluntary mediation under proposed Section 33-A. The
programme should be practical rather than theoretical. Case simulations, role plays, and
structured discussion of real referral scenarios should be designed to build confidence in
identifying cases suited to mid-proceedings mediation and in treating bad faith
documentation as a meaningful input into costs decisions. The programme can be designed
and delivered jointly by implementing partners (e.g. LAS, RSIL, and IMAC).

2. ADR Liaison at the NIRC. Designation of a senior Commission member as ADR Liaison,
with specific responsibility for monitoring referral patterns across the bench, liaising with
the Mediation Centre Registrar on caseload management, and flagging any systemic
patterns of non-referral or ineffective engagement for review by the Chairman. The role can
be created by internal administrative order of the NIRC Chairman; it does not require new
legislation.

3. Referral data in the annual report. Inclusion of mediation referral data in the
Commission’s annual report to the Ministry of Law and Justice, with particular attention to
the rate at which Section 33-A voluntary mediation is suggested by individual bench
members during proceedings. Making referral practice visible at the institutional level,
without attaching formal consequences to individual referral rates, creates a reputational
incentive for engagement that has proved effective in comparable jurisdictions.
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2.2. The District Judiciary of Islamabad

The District Judiciary presents the largest challenge of the three forums. The IHC data
documented at Figure IV.5 records zero commercial and labour cases across all years from 2019
to 2025 at the District Judiciary level in Islamabad. Whether this reflects a data or reporting-
metrics gap or an actual absence of engagement, it signals that the District Courts have not
been meaningfully integrated into the ADR ecosystem to date. This is the institutional context
into which the Mediation Office under Phase 3 will be introduced.

The experience of the Court-Annexed Mediation Centre in Islamabad is directly instructive. The
referral pattern at the Centre is reported to have moved with the level of active institutional
management: referrals dropped significantly when LAS stepped back from its management role
and recovered only when active institutional operations resumed.  The pattern is the failure
mode a passive approach to judicial engagement would replicate in the commercial track. It
reinforces the case for dedicated institutional infrastructure, standardised referral protocols,
and active management of the relationship between the bench and the Mediation Office.

The commercial track’s mandatory referral mechanism under proposed Section 13-A ADR is
automatic. Unlike the voluntary referral model under the existing Act, Section 13-A does not
give the judge discretion to decide whether to refer. The engagement challenge at District Court
level is therefore not primarily about persuading judges to refer cases, since the law removes
that discretion, but about ensuring that judges understand, support, and actively reinforce the
mandatory process. A judge who treats the Mediation Office referral as a procedural delay, who
is quick to grant adjournments during the mediation window, or who signals scepticism to the
parties can effectively undermine mandatory mediation without technically violating its
procedural requirements. Four interventions are recommended.

1. Comprehensive judicial training programme. To be conducted in the six months
preceding Phase 3, this programme should cover all judges assigned to commercial matters
in the District Courts. It should address the legal framework of Chapter I-A and its
interaction with the CPC; the proposed Section 13-B interim relief procedure, including the
need to resolve interim applications promptly to avoid unnecessary delay before referral;
the confidentiality framework, including why judges must not invite or consider disclosure
of mediation communications in later proceedings; and the costs consequences under the
proposed Section 13-A(9) for bad-faith non-participation. Delivery through the Federal
Judicial Academy is recommended.
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2. ADR Judge at District Court level. Formal designation of an ADR Judge at District
Court level. This judge should have primary responsibility for managing the relationship
between the District Courts and the Mediation Office, monitoring referral compliance and
Mediation Office performance, and serving as the first point of contact for any procedural
questions arising from the commercial track. The designation should be made by the IHC
Chief Justice and notified formally to ensure institutional visibility.

3. Standardised referral protocol. A procedural document specifying what information
must accompany every Section 13-A referral to the Mediation Office, what the Mediation
Office is expected to do with that information, and what the court’s obligations are when a
failure certificate is returned. The absence of any such standard operating procedure was
identified by stakeholders as one of the principal operational gaps in the existing court-
annexed mediation framework. The protocol should be developed before Phase 3
commences. Its purpose is to remove procedural ambiguity, one of the most consistent
drivers of judicial disengagement identified in the situational analysis, and to give judges a
clear operational script that they can follow with confidence.

4. Quarterly reporting to the IHC ADR Committee. From Phase 3 commencement,
quarterly reporting by the ADR Judge to the IHC ADR Committee on Mediation Office
referral volumes, average time from filing to Mediation Office referral, and any patterns of
procedural circumvention. The interim relief circumvention risk identified in the Phasing
Framework (Component 1) should be a specific reporting line. This reporting creates the
same institutional accountability at District Court level that the ADR Liaison role provides
at NIRC level.

2.3. The Islamabad High Court

The IHC presents the most institutionally developed starting point of the three forums. The
Court has issued the Mediation Practice Direction (Civil) Rules 2023,   has constituted an ADR
Committee, and has a track record of actively encouraging mediation in appropriate cases
through individual judges committed to ADR. The engagement challenge at IHC level is
therefore not to build institutional infrastructure from scratch but to deepen what already
exists, and to ensure that the new proposed provisions under Sections 58-A IRA 2012 and 13-C
ADR 2017 are integrated into the Court’s existing ADR architecture. Two interventions are
recommended.
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1. Update to the ADR Committee’s mandate. The Committee was constituted under the
existing ADR Act 2017 and the MPD Rules. The introduction of the proposed Section 58-A
post-appellate mandatory mediation requirement and the commercial track under Chapter
I-A significantly expands the Committee’s institutional responsibilities. The updated
mandate should explicitly include oversight of the Section 58-A IRA referral process from
the Full Bench to the NIRC Mediation Centre and supervision of the District Court ADR
Judge and the Mediation Office. The Committee’s composition should be reviewed to ensure
that it includes at least one judge with specific expertise in labour law and one with
expertise in commercial law, reflecting the two tracks of the mandatory regime.

2. ADR engagement metrics in judicial performance review. Incorporation of
mediation engagement metrics into the IHC’s annual judicial performance review
framework. This does not mean introducing individual referral-rate targets, which would
create perverse incentives to refer cases regardless of suitability. It means making mediation
referral practice visible at the institutional level, so that patterns of engagement and
disengagement are identified and can be addressed through the IHC’s existing supervisory
mechanisms. The IHC already collects case disposal data systematically; extending that
collection to ADR referral outcomes is a modest administrative step with significant
institutional consequences.

2.4. Engagement of the Legal Profession

Judges respond to the cases that lawyers bring before them. Lawyers who are unfamiliar with or
sceptical of mediation will consistently present cases in ways that make ADR referral less likely:
emphasising adversarial positions, filing interim relief applications that trigger the Section 13-
B procedure, and advising clients that mediation is a procedural delay rather than a genuine
opportunity for resolution. Stakeholder evidence identifies lawyer resistance as a structural
problem driven by financial incentives. Litigation generates higher and more sustained fees
across multiple forums; mediation resolves disputes quickly and is therefore financially
disadvantageous for the advocate.  This is not bad faith in the conventional sense, but a
structural misalignment of incentives that judicial engagement alone cannot overcome.

The judicial engagement strategy must therefore be accompanied by a parallel programme of
engagement with the legal profession, including the bar associations, the Islamabad High Court
Bar Association, and the relevant specialist bar bodies. The objective is to build mediation
literacy and to reframe mediation as a professional competency rather than a threat to fee
income. This is addressed in detail at Component 5 below.
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Component 3: Capacity Analysis

The legal framework proposed in this report can only function as intended if there are sufficient
mediators, with sufficient competence and institutional support, to absorb the caseload it will
generate. Capacity is the binding constraint identified at Section 4 of the Feasibility Note
(Annex A). This Component documents the current state of mediator capacity in Islamabad,
sets it against the demand the reform will generate, identifies the structural pain points, and
sets out the recommendations that must be in place before Phase 1 commences.

3.1. Supply: What the Notification Record Shows

Figure IV.2. The Islamabad mediator pool, headline metrics. 

As of January 2026, the Ministry of Law and Justice has notified 249 mediators across six
gazette notifications issued under the ADR (Accreditation) Rules 2023. Six ADR Centres have
been notified in Islamabad Capital Territory. At the time of writing this report, three training
institutions were found to hold IMI-recognised Certified Mediation Training Programme status.
These figures, taken at face value, suggest a functioning and growing ecosystem, and the
notification record does show genuine momentum, from 39 mediators in April 2023 to 249 by
January 2026.
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Figure IV.3. Cumulative notifications under the ADR (Accreditation) Rules 2023, April 2023 to January 2026. The
January 2026 batch of 120 mediators across two same-day gazette notifications is the largest in the system’s history
and is best understood as a catch-up clearance of a backlogged pipeline rather than organic growth in practitioner
demand. The underlying pool of actively practising mediators is unlikely to have expanded materially as a result.

Beyond the notified pool, practitioners with direct institutional knowledge of the accreditation
process estimate that approximately 500 individuals have completed training programmes but
remain unnotified.  If accurate, this dormant pipeline represents a significant latent capacity
resource. It could be rapidly mobilised if the notification bottleneck is cleared and active
practice incentives are in place.

3.2. The Activation Gap

The notification figures conceal a sobering reality. Of 249 notified mediators, practitioners with
direct institutional experience estimate that only 30 to 45 are actively practising.  The
activation rate is approximately 15%. The remaining 85% are nominally accredited but
functionally absent from the mediation market.

The primary driver of this activation gap is financial. The PKR 35,000 fee ceiling under the
ADR Rules 2018   renders active mediation practice economically unviable for experienced legal
practitioners. 
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A senior advocate or barrister whose litigation practice generates multiples of this figure per
hearing has no rational financial incentive to invest the time required for a full mediation
process, typically three to five sessions across fifteen to thirty days, for a capped fee that does
not reflect either the value of their expertise or the complexity of the dispute. The consequence
is a pool that looks large on paper but is, in practice, thin.

3.3. The Demand Side

The proposed legislative reforms will generate mandatory mediation referrals across three
tracks, with materially different volume profiles. The NIRC labour track, which comes into force
in Phase 1 under the proposed Section 32-A of the IRA, represents by far the largest volume.
Figure IV.4 summarises the position.
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Figure IV.4. NIRC caseload, the 2025 snapshot. 5,366 new institutions against 5,380 brought forward indicates the
system is running at equilibrium without reducing the backlog. The pending caseload has remained above 5,000
throughout 2019–2025.

Under the proposed mandatory pre-grievance mediation framework, every individual grievance
before the NIRC will be required to pass through the Mediation Centre before it can be referred
to the Commission’s adjudicative bench.  Even assuming a conservative 50% settlement rate,
the Centre will need to process upwards of 5,000 mediation cases per year.
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Figure IV.5. IHC commercial and labour cases, 2019–2025. The commercial balance has grown steadily; the labour
total peaked in 2022 and has since declined. The IHC data set records no commercial or labour matters at the District
Judiciary level across the entire period. Whether this reflects a data-capture gap, the pecuniary jurisdiction of the High
Court, or the actual filing pattern, the District Judiciary is starting from a near-zero institutional base for the category
of dispute Phase 3 will route through it.

The IHC labour track, subject to post-appellate mandatory mediation under Section 58-A IRA,
adds approximately 100 new labour case institutions per year at the High Court level. The IHC
commercial track, subject to mandatory pre-litigation mediation under the new Chapter I-A
ADR, adds approximately 73 new commercial case institutions per year.  The District Court
commercial caseload above PKR 5 million is not separately recorded in the data provided, but is
likely to exceed the IHC figures significantly. This represents a data gap that the monitoring
framework should address from Phase 3 commencement.

3.4. The Capacity Gap

Setting the demand against the supply produces the picture in Figure IV.6.
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Figure IV.6. Demand against supply at Phase 1 commencement. The notified mediator pool of 249 yields a workable
caseload of around 20 cases per mediator per year, but stakeholders consistently report that active practitioners
number closer to 50 or fewer. At that level, the same demand produces 100 to 140 cases per mediator per year, or one
new case every two to three working days. The size of the practising pool, not the notified pool, determines whether the
system can absorb the Phase 1 caseload, and is the principal reason the phasing framework activates the labour track
only after capacity preconditions have been met.

3.5. The Specialisation Problem

Beyond volume, there is a structural quality problem that the raw numbers do not capture. The
specialisation profile of practising mediators in Islamabad is heavily weighted toward
commercial and civil practice. Figure IV.7 summarises the picture.
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Figure IV.7. Specialisation profile of the 49 publicly profiled MICADR Islamabad mediators. The dominance of civil,
contractual, and commercial categories reflects the professional backgrounds of a pool drawn primarily from the
commercial litigation bar. Employment and labour disputes, which will constitute the overwhelming majority of
mandatory referrals under Phase 1, are listed by only 12 practitioners (24%). The MICADR sample is the most
institutionally visible segment of the active pool; comprehensive specialisation data is not publicly available for the
wider notified pool.

The MICADR data is one publicly accessible window into a wider pattern.   The pattern reflects
two structural realities. First, the accreditation framework does not differentiate between
dispute categories. The 40-hour training requirement is generic, and the notification process
makes no distinction between a mediator who has handled fifty labour disputes and one who
has handled none. Second, with limited practitioners actively in the market, economic survival
requires accepting work across categories rather than specialising. Specialisation is a luxury of
deep markets; Islamabad’s mediation market is not yet deep enough to support it. The
consequence for the reform is significant. The mandatory labour track will generate a high
volume of disputes involving workers who are often economically vulnerable, emotionally
invested, and unfamiliar with formal dispute resolution. 

�u�x

� 5 � 6 � , � / � � � � � � � / � $ � 6� � � �



Effective mediation in this context requires more than generic facilitation skills. It requires
familiarity with the IRA framework, an understanding of the power asymmetries that
characterise employer-worker relationships, and the ability to manage mediations in which one
party may have legal representation and the other may not. A generalist commercial mediator,
however technically proficient, may not be equipped for this context without specific training.

3.6. Summary Assessment

The capacity picture is one of a system that has the right institutional architecture in outline (a
notification framework, a training infrastructure, and notified centres) but has not yet
converted that architecture into an active, specialised, financially sustainable practitioner pool.
The notification record shows institutional commitment; the low activation rate shows that this
has not yet translated into operational capacity.

This is not a reason to defer the reforms. Turkey introduced mandatory labour mediation in
2018 with a mediator pool that was less institutionally developed than Islamabad’s at the point
of introduction, and achieved an approximate 65% settlement rate in its first year.  Turkey’s
experience also demonstrates that success depends on activating that pool before the
mandatory caseload arrives. The recommendations that follow are designed to close the gap
between the notification architecture that exists and the active, specialised practitioner pool the
regime requires.

3.7. Recommendations

The following recommendations address the specific capacity constraints identified in this
analysis. They are designed to be implemented in sequence alongside the phasing framework in
Component 1, with the first three treated as preconditions for Phase 1 commencement.

Clear the notification backlog as an immediate priority. Approximately 500 trained
practitioners remain unnotified despite having completed accredited programmes. The
Ministry should conduct an expedited review of pending applications and issue notifications
on a rolling basis rather than in periodic batches. This is the fastest route to expanding the
usable pool without requiring new training cycles.

Fix the fee cap. The PKR 35,000 cap on mediator fees under the ADR (Accreditation)
Rules 2018 makes mediation economically unattractive for experienced practitioners. While
this is acknowledged, it is equally pertinent to note that the fee cap, while structurally
problematic in the long run, serves a purpose at this stage of the ADR ecosystem's
development.
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Mediation in Islamabad remains nascent, and a capped fee structure reduces the financial
barrier for parties engaging with the process for the first time, helping to build the volume
of cases and the culture of use that will eventually justify a more sophisticated tiered model.
To that end, those Rules should, in time, be amended to replace the flat cap with a tiered
schedule that varies by the type and value of the dispute, with the Federal Government
empowered to update the schedule by Gazette notification as the system matures. Where
labour and wage rates are set lower than commercial rates, the difference may be funded
directly through the federal budget rather than left to commercial fees to make up
informally; if the intention is for commercial fees to support the labour track, the rules must
say so expressly, on the special-fund model set out in Component 4, since Section 32 of the
PFM Act 2019 does not permit a government office to retain and redistribute receipts
without statutory authority. Without action on the fee cap, more notifications will not
translate into more practising mediators.

Develop and deliver a targeted labour mediation training module before Phase
1. The existing 40-hour accreditation curriculum is generic. A focused 20 to 30 hour
supplementary module covering IRA procedure, the dynamics of employer-worker disputes,
and case management at the volume the NIRC track will generate should be designed and
delivered before Phase 1 commences. Delivery through the Federal Judicial Academy is one
route; partnership with the IMI-recognised training institutions identified in
Recommendation 6 below is another, and the two are not mutually exclusive. The target
cohort should be drawn from the existing notified pool, prioritising practitioners with NIRC
litigation experience or employment law backgrounds.

Constitute sector-specific mediator sub-panels. The NIRC Mediation Centre should
maintain a dedicated labour sub-panel, distinct from the general commercial panel for the
ADR Act track. For the commercial track, sub-panels should be constituted along sectoral
lines after 03 years of effective implementation of the proposed amendments, (at minimum,
a general commercial panel, a construction and engineering panel, and a banking and
financial services panel), drawing on the existing notified pool and supplemented as the
pipeline matures. The suggestion to add sub-sector mediation after 03 years is based on the
concept of acceptance of mediation by the contesting parties. Panel membership should
require demonstrated experience or training in the relevant sector, not merely general
accreditation. 

Set a minimum active mediator threshold as a Phase 1 readiness criterion. The
monitoring framework should specify that Phase 1 cannot commence until a minimum of 30
mediators with demonstrated labour mediation competence are available on the NIRC
Mediation Centre panel and have confirmed in writing their willingness to accept referrals
at the fee rates then in force. This operationalises the capacity precondition and prevents
the regime from being launched against an inadequate pool. The Rule 7 legal aid panel and
pro-bono referral pathway should be functional by the same date.
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Engage the four IMI-recognised training institutions to expand and specialise
their pipelines. The two Islamabad-based providers are best positioned to deliver the
targeted labour mediation module and to accelerate the accreditation pipeline for the
commercial track. The Ministry should formalise these engagements through memoranda of
understanding that include specific training targets and timelines tied to the phasing
framework.

Component 4: Financing Streams

The reform needs steady financing across all three phases. The NIRC Mediation Centre must be
set up and staffed before Phase 1 begins. The Mediation Offices in District Court premises must
be ready before Phase 3. Mediator training, case-management infrastructure, public-awareness
materials, and the monitoring function all need to run reliably across the full implementation
period.

The costs come in three different shapes, and federal budgeting treats each differently.
Establishment costs are the one-off costs of setting the institutions up. Recurrent costs are the
year-on-year running costs once they are operational. Capital costs are investments in physical
infrastructure and IT systems. The financing architecture has to provide for all three.

This Component does not present a full budget. The cost build-up, the staffing model, the IT
systems specification, and the unit costs of training delivery need to be worked out through a
dedicated financial feasibility study. The Ministry of Law and Justice should commission that
study in the early months of Phase 1. What this component sets out is the financing
architecture: the funding streams available, the institutions responsible for each, how the
streams interact, and what each requires by way of legal and administrative preparation.

One point of departure shapes everything below. The two institutions created or expanded by
the reform — the NIRC Mediation Centre on the labour track, and the Mediation Offices on the
commercial track — sit in different parts of the federal administrative structure. Their
budgeting routes therefore differ. The financing architecture has to accommodate this from the
outset.
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Figure F2. The two reform institutions sit in different Demands for Grant 
The labour track and the commercial track are budgeted through different federal Divisions

4.1 Direct Budgetary Allocation
 
The reform's anchor financing stream is direct allocation through the federal budget. Salaries,
office rent and utilities, recurrent reporting and monitoring costs, and the day-to-day
operational costs of the Mediation Centre and Mediation Offices all belong, in federal budget
terms, to current expenditure (the non-development recurrent side of the budget). They must
be provided through the relevant Demand for Grant of the responsible Division.

One-off costs — the physical fit-out of premises, automation and case-management platforms,
IT systems, and training-infrastructure development — sit on the development side and may be
funded through the Public Sector Development Programme (PSDP) or through donor-supported
establishment financing, depending on how the project is designed and which approvals are
secured.

What is a Demand for Grant?

A Demand for Grant is the line item in the federal budget through which money is allocated
to a specific Ministry or Division for a specific purpose. Every spending Division has at least
one Demand for Grant. The Federal Secretary of the Division is the Principal Accounting
Officer (PAO) responsible for how that money is spent. To create a new spending line for a
new institution, a New Item Statement must be submitted to the Finance Division, the
necessary cost centres created, posts sanctioned, and object heads (the budget codes that
classify each type of expenditure) established. The process runs on the annual budget cycle.
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The two reform institutions sit in different Demands for Grant, and that distinction shapes how
each is financed.

Mediation Offices on the Commercial Track
The Mediation Office model under the proposed Chapter I-A of the ADR Act is an instrument of
the federal ADR framework that the MoLJ sponsors. The budget route for the Mediation Offices
runs through MoLJ's own Demand for Grant. To make this operational, MoLJ would need to
submit a New Item Statement to the Finance Division, secure the creation of cost centres,
sanction posts, and establish the relevant object heads under both current and development
expenditure. MoLJ's Federal Secretary, as the Principal Accounting Officer for the MoLJ
Demand, would be accountable for the Mediation Office allocations once they are sanctioned.

NIRC Mediation Centre on the Labour Track
The NIRC is not presently budgeted under MoLJ. Under the federal administrative architecture,
it sits under the Ministry of Overseas Pakistanis and Human Resource Development
(OP&HRD), which holds policy and budget responsibility for industrial relations and for the
NIRC itself. MoLJ's sponsorship of the ADR legislative framework does not by itself transfer
budget responsibility for the NIRC Mediation Centre to MoLJ.

The Centre's financing must therefore be routed in one of two ways:
through OP&HRD's Demand for Grant, with the Mediation Centre established as a cost
centre within the NIRC, and posts and object heads sanctioned accordingly; or
through an express legal or administrative arrangement that assigns the function and its
budget responsibility to MoLJ, with consequential adjustments to the relevant Schedules.

The first route is simpler and aligns with the existing PAO structure. The second may require a
Cabinet Division notification, an amendment to the Rules of Business, and Finance Division
concurrence on the budget transfer. The choice between them is a policy decision, not a
technical one, and the Ministry should take it early.

Timing 
Federal budget allocation cycles operate annually. New budget lines must clear advance
planning, internal advocacy, Finance Division review, and Cabinet-level approval where
required. The Ministry should therefore initiate the process of securing dedicated allocations
for the mediation infrastructure as a parallel workstream to the legislative process, rather than
waiting for the amendments to be enacted. Direct allocation is the only stream that must be in
place from Phase 1 commencement. Nothing else can fully compensate for its absence.

Direct allocation does not, however, have to carry the reform alone. The streams that follow
either supplement it (donor funding, court fee surcharge, administration fees on commercial
mediation) or, in the case of a properly constituted endowment fund, provide a durable
financing base of their own. 
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None of them, however, can substitute for predictable recurrent provision through the Demand
for Grant unless the underlying instrument creates a statutory mechanism for retaining and
ring-fencing the revenue it generates.

Figure F3. What happens to revenue without - and with - a statutory retention mechanism
Demand-driven streams reach the institution only if the underlying statute provides for retention

Retention and ring-fencing — why they matter

When a government body collects money — court fees, surcharges, administrative fees, fines
— that money is government revenue. Section 40(C) of the Public Finance Management Act
2019 prohibits the collecting office from keeping that revenue and spending it directly. The
money flows into the Federal Consolidated Fund and can only be spent if the relevant
Division has a budget allocation against it. To break out of this rule, a statute or rule must
expressly provide for the revenue to be retained by the collecting institution, ring-fenced for
a defined purpose, and applied to that purpose through a specific accounting mechanism.
Without that express provision, even a dedicated surcharge designed to support the
mediation infrastructure would not actually reach it.
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4.2 Donor and Development Partner Funding

The gap between enactment of the legislative reforms and the point at which direct allocation
becomes fully operational is most appropriately bridged through donor and development
partner funding. The reform's framing — access to justice, labour rights, commercial dispute
resolution, alignment with Pakistan's commitments under the Singapore Convention on
Mediation — positions it well for development partner support.

Several multilateral and bilateral institutions have active justice-sector portfolios in Pakistan
that are directly relevant:

The United Nations Development Programme (UNDP) has supported court reform and ADR
programme development across South Asia, including in Pakistan.
The World Bank's governance and justice-sector work has historically included commercial
dispute resolution.
The Asian Development Bank financed the original Access to Justice Programme (AJP),
under which the AJDF endowment was established.
The US Government has two main entry points: the Department of State (Bureau of
Democracy, Human Rights and Labor, and the Bureau of International Narcotics and Law
Enforcement Affairs) and the Department of Commerce's Commercial Law Development
Programme.
The European Union's rule-of-law programming in Pakistan has engaged with court reform
and legal aid infrastructure, and upcoming EU funding is expected to focus specifically on
ADR.

The joint RSIL and LAS provenance of this project, with MoLJ endorsement, positions it well
for development partner engagement. The institutional commitment and technical rigour that
donors typically require before committing programme funding has already been demonstrated.
Donor funding is most appropriately directed at the establishment phase: the physical fit-out,
the initial mediator training cohorts, the development of case-management systems, the plain-
language public-awareness materials, and the monitoring and evaluation infrastructure. These
are bounded costs with defined deliverables. They are precisely the kind of expenditure donor
instruments are designed to support.

Donor funding should be treated explicitly as a bridge to direct allocation, not as a substitute
for it. A reform structurally dependent on donor funding for its recurrent costs beyond the
establishment phase is at perpetual risk of institutional discontinuity. That pattern was
observed at the Court-Annexed Mediation Centre, where the withdrawal of external programme
support led directly to a collapse in referral rates. The Ministry's engagement with development
partners should be clear about this sequencing from the outset, and the transition from donor
to direct allocation should be a defined deliverable of the establishment phase.
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4.3 Fees and Levies

Two demand-driven revenue streams can supplement direct allocation: a court fee surcharge on
civil filings, and an administration fee on commercial mediations. The court fee surcharge is the
more straightforward of the two and the more attractive in revenue terms. The administration
fee is more limited but introduces a useful cross-subsidy mechanism between commercial and
labour tracks. Both require statutory retention provisions if the revenue they generate is to
reach the institutions they are designed to support.

Court Fee Surcharge or ADR Levy
Once the regime is operational, a dedicated surcharge on court filing fees, ring-fenced for the
ADR infrastructure, becomes available as a structural financing mechanism. Litigants who file
cases in court would, in effect, contribute to the cost of the alternative system that reduces the
court's burden. A modest surcharge on commercial filings above a specified threshold,
calibrated to avoid deterring legitimate access to justice, could generate a stable revenue stream
proportional to civil-justice demand.

Three points govern the feasibility of this mechanism in federal budget terms.
The first is that the surcharge requires a separate legislative or regulatory instrument that
authorises its collection, defines its base, and prescribes its rate. The instrument must also
specify the collecting authority and the head of account under which receipts are to be
deposited.

The second is that, without an express retention provision, surcharge receipts would form part
of the Federal Consolidated Fund and would not be available to the Mediation Office or the
Mediation Centre. As noted in the explainer above, Section 40(C) of the PFM Act 2019 prevents
collecting offices from retaining and applying revenue except through the budgetary mechanism
contemplated by Articles 80 to 83 of the Constitution. A surcharge could, in principle, provide a
rationale for matching budgetary allocations to the ADR infrastructure. By itself, it would not
create an enforceable revenue link to the institutions it is designed to support.

The third is that the revenue link can be established through one of two routes:

A special fund or reserve fund account in the Public Account of the Federation, created by
statute, into which surcharge receipts are credited and from which expenditure is incurred
under rules notified by the Finance Division. Section 32 of the PFM Act 2019 provides for
this kind of arrangement. The statutory instrument must state the purpose of the special
fund, identify the Principal Accounting Officer for its operation, and confirm that cash
balances form part of the Public Account. The fund is subject to audit by the Auditor-
General of Pakistan.

The AJDF or LJCP endowment model (set out at section 4.4 below), in which surcharge or
levy income contributes to an endowment whose investment returns are expended on
prescribed purposes through a Governing Body.
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A properly constituted surcharge has the advantage of structural permanence. Unlike donor
funding, it is not subject to external reprogramming. The disadvantage is that it requires a
legislative instrument, a defined retention or fund-management mechanism, and Finance
Division engagement on both the rate-setting methodology and the accounting architecture.
None of this is impossible. None of it is automatic either, and all of it requires lead time.

Administration Fee on Commercial Mediation
A second demand-driven stream is an administration fee charged by the Mediation Office on
commercial mediations entering the mandatory pre-litigation process under Chapter I-A. This
needs to be carefully distinguished from the mediator's professional fee.

Section 32 of the PFM Act 2019 — how a special fund works

Section 32 of the Public Finance Management Act 2019 allows the Federal Government to
establish a special purpose fund. The fund operates outside the annual Demand for Grant
cycle. Money credited to the fund (from surcharges, levies, donor contributions, or
endowment income) is held in the Public Account of the Federation. Expenditure from the
fund is made under rules notified by the Finance Division, supervised by a designated
Principal Accounting Officer, and audited by the Auditor-General. The mechanism makes it
possible for a defined revenue stream to flow directly to a defined institutional purpose
without being absorbed into general government revenue. The trade-off is that creating the
fund requires a statutory instrument, an administrative framework, and Finance Division
concurrence on the operating rules.

Figure F4. Fee architecture - Pakistan, Singapore, IFC compared
Credible commercial mediation regimes separate the mediator's professional fee from the institutional administration
fee
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The mediator's fee is the mediator's professional remuneration for conducting the mediation. It
is paid to the mediator and cannot be diverted to institutional financing without making
mediation economically unviable for the mediator pool. An administration fee is something
separate — a fee charged by the Mediation Office for processing the case, maintaining the panel,
providing premises and case management, and operating the institutional infrastructure. The
Singapore Mediation Centre model, and the IFC's commercial mediation framework, both work
this way: a mediator's professional fee and a centre administration fee, charged in parallel and
identified separately.

If Chapter I-A is drafted to include an administration fee component charged on commercial
mediations above PKR 5 million, the cross-subsidy logic of Component 3 becomes financially
operational. Commercial parties with significant economic stakes contribute to the institutional
infrastructure that supports both the commercial and the labour tracks. Fee income would scale
with commercial caseload, providing a revenue base that grows with the regime's success.

The retention question applies here in the same form as for the court fee surcharge.
Administration fees collected by a government-administered Mediation Office are government
receipts. They cannot be retained and applied to operating costs unless the underlying statute
or rules expressly provide for retention, appropriation through a special fund, or some other
ring-fencing mechanism. 

4.4 Special-purpose or Endowment Fund

A further option, capable of providing long-term stability of a different kind from direct
allocation, is a dedicated special-purpose or endowment fund created by statute. The model is
established practice in the Pakistani justice sector. The Access to Justice Development Fund
(AJDF), administered by the Law and Justice Commission of Pakistan, was set up under Section
6-A of the Law and Justice Commission of Pakistan Ordinance 1979. The Fund comprises an
endowment grant from the federal government, other grants and donations, and contributions
raised by the Commission. Investment returns on the endowment are spent on the Fund's
prescribed purposes through a Governing Body.

An ADR equivalent — a Mediation Development Fund, or a sub-window of an enlarged AJDF —
would pool three sources of finance: donor seed contributions; court fee surcharge or
administration fee receipts (where the legislative drafting provides for it); and a federal
endowment contribution. Investment returns would finance the recurrent costs of the
Mediation Centre and the Mediation Offices on a sustainable basis, reducing reliance on the
annual budget cycle. The fund could not substitute for direct allocation in the establishment
phase, but it could provide the medium-term financial backbone. Creating such a fund requires
a legislative or rules-based instrument, a designated Governing Body, accounting procedures
concurred by the Finance Division and the Auditor-General, and a seed contribution large
enough to generate meaningful investment returns. It is not a quick mechanism. It is, however,
the only mechanism on this list capable of producing a durable institutional financing base
outside the annual budget cycle, and it is precedented in the Pakistani justice sector.
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Component 5: Public Awareness Strategy

The legislative package can bring parties to the mediation table. It cannot make them arrive
informed, prepared, or willing to engage. Part I of this report and the Stakeholder Evidence at
Annex B identify low public awareness of mediation as one of the largest non-institutional
barriers to ADR uptake in Pakistan. Awareness work is therefore not a complement to the
reform but rather must be an integral part of it.

The strategy proposed here addresses three audiences, each with a different barrier and a
different communication channel. Figure IV.8 sets out the architecture.

Figure IV.8. The three audiences the awareness strategy must reach, mapped against the barrier each presents, the
channels through which each is best reached, and the points the communication must land.

5.1. Workers and Wage Claimants

Workers subject to mandatory pre-grievance mediation under the proposed Section 32-A of the
IRA, and wage claimants directed to the NIRC Mediation Centre under the proposed Section 17-
A of the Payment of Wages Act, are the most vulnerable users of the reform. They are also the
most likely to encounter mediation for the first time when the mandatory referral arrives. A
worker who attends a mediation session without understanding that the process is confidential,
that the mediator has no power to impose a decision, and that they can decline to settle, is a
worker who cannot engage on equal terms. The communication objective is therefore simple:
every claimant should know five things before mediation begins. Figure IV.9 sets out the five
points, in the form materials should communicate them.
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Plain-language materials, in Urdu and English, should be prepared before Phase 1 commences
and distributed through the NIRC counter, trade unions, and employer associations. Entities
like LAS with its established community outreach infrastructure, is well placed to lead the
design and distribution. Short-form video, distributed through WhatsApp and other social
media channels familiar to low-income workers, should supplement print materials given
variable literacy across the target population. Materials should be refreshed before Phase 2 to
reflect the wage-track extension and the Section 17-B virtual participation option.

5.2. Employers and Commercial Entities

The barrier for this audience is not unfamiliarity. Most sizeable employers and commercial
entities have litigation experience. The barrier is scepticism: a doubt that mediation can deliver
outcomes comparable to adjudication in complex or high-value disputes. Left unaddressed,
scepticism translates into bad-faith participation, parties attending sessions as a formality
while reserving their real positions for court.

The most effective channel is through the bodies that already speak to the business community.
The Federation of Pakistan Chambers of Commerce and Industry is the natural primary
partner. The communication should focus on three points: settlement is faster and cheaper than
litigation (drawing on the NIRC backlog data in Figure IV.4 and the IHC commercial case
statistics in Figure IV.5); mediation proceedings are confidential and therefore less
reputationally exposed than court proceedings; and the proposed new Section 34 of the CPC
makes interest on money decrees run at KIBOR from the date of filing, raising the financial cost
of delay. The third point is new under the legislative package and directly relevant to
commercial parties weighing whether to engage seriously or stall.

Figure IV.9. The five points plain-language materials should communicate to workers and wage claimants.
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Targeted workshops for the in-house legal teams of major employers and commercial
enterprises, delivered through Islamabad-based mediation centres before Phase 3 commences,
would reach the decision-makers most likely to shape organisational attitudes toward
mediation.

5.3. The Legal Profession

Lawyers are simultaneously the most important and the most structurally resistant audience for
the strategy. They are the most important because their advice to clients determines whether
parties engage with mediation constructively or treat it as an obstacle. They are the most
structurally resistant because, as the key informant interviews identified, the current fee
structure of legal practice rewards multi-forum litigation over early settlement (see also
Component 2 §2.4).

The strategy must therefore do two things. First, build mediation literacy: advocates need to
understand the proposed procedural mechanics of mandatory referral under Sections 32-A, 58-
A, 13-A and 13-C; the confidentiality framework; the cost consequences of bad-faith non-
participation; and the new KIBOR interest mechanism. Second, reframe mediation as a
professional opportunity rather than a threat, by positioning mediation advocacy as a specialist
competency that adds value to a practice rather than displacing fee income. Existing certified
mediation advocacy programmes at Islamabad-based centres provide a ready vehicle for this.

A targeted programme of bar association workshops, delivered before Phase 1 commences and
repeated before Phase 3, should be a mandatory element of the rollout, not an optional
enhancement.

Figure IV.10. The communication architecture mapped against the three-phase rollout.
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ANNEXURES
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1.Purpose & Scope

This Annex examines whether the mandatory early-stage mediation regime proposed in this
report can operate effectively within Pakistan’s existing institutional, financial, and capacity
constraints. It complements, rather than repeats, the Reform Rationale. The constitutional and
legal analysis — including Article 10A, comparative experience, and the safeguards built into
the regime — is addressed in Part I. This Annex focuses instead on the practical question of
whether the proposed system can work in practice.

The conclusion is that it can. The reform is feasible across all four dimensions examined in this
Annex, subject to the design and sequencing conditions reflected in Parts II and III of the
report. Of these, capacity is the main constraint, and the principal reason the implementation
framework adopts a phased rather than simultaneous rollout.

2.Institutional Feasibility

Pakistan’s ADR ecosystem already contains several institutional components on which the
reform builds. The Court-Annexed Mediation Centre at the Family Courts Complex, Islamabad,
is widely recognised as a strength of the existing framework. Proximity to the courts,
administrative support, and institutional legitimacy reinforce participation, particularly in
labour disputes where the institutional backing of the court can mitigate the power asymmetry
between worker and employer.

The existing conciliation framework under section 36 of the Industrial Relations Act 2012
demonstrates the institutional feasibility of early-stage dispute resolution in labour matters.
Conciliators appointed by the NIRC under section 36 attempt to facilitate settlement between
workers and employers before disputes proceed to adjudication. The settlement rate is reported
by NIRC representatives to be in the region of half of all conciliations, despite significant
resource and capacity constraints: conciliators are themselves NIRC officers, often without
dedicated training in mediation, and frequently overburdened with the administrative and
adjudicative workload of the Commission. That a process operating under those conditions still
settles half its caseload is a measure of how amenable labour disputes are to structured early-
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stage resolution. The reform proposed in this report does not introduce dispute-resolution-
before-adjudication into the labour framework; it professionalises and extends a function that
the NIRC has been performing for over a decade.

Four institutional elements were identified during the consultations as requiring strengthening
or introduction. Each is addressed by the legislative package in Part II and the implementation
blueprint in Part III: a central oversight mechanism for mediator accreditation and panel
management; sector-specific mediator panels for the labour and commercial tracks; structured
referral protocols for the courts; and a pre-mediation screening function to assess case
suitability and verify settlement authority.

The single most important non-legislative determinant of the reform’s success is sustained
judicial engagement. The argument is established in Part I and amplified in the practitioner
evidence at Annex B. The operational measures that institutionalise judicial engagement are at
Part III, Component 2: mandatory orientation programmes, the designation of an ADR Liaison
at the NIRC and an ADR Judge at District Court level, standardised referral protocols, and
quarterly reporting mechanisms.

3. Fiscal Feasibility

The analysis in the report above has shown that this reform agenda can be funded. The question
is through which mechanisms, on what sequencing, and against what trade-offs. This section
identifies the elements of the reform that carry cost and the financing mechanisms available to
meet them. It does not quantify the cost. The Ministry of Law and Justice should commission a
dedicated financial feasibility study in the early months of Phase 1.

3.1. Elements of the reform that carry cost

The reform produces three categories of fiscal commitment. Establishment costs are one-off
and time-bound: the physical setting-up of the NIRC Mediation Centre and the Mediation
Offices, the development and delivery of mediator training, and the establishment of case-
management and registry systems. Recurrent operational costs are the year-on-year salaries,
accreditation, continuing professional development, and public-awareness functions that
determine whether the reform is sustainable past the establishment phase. Fee-structure design
is a separate consideration: the mediator's fee is a flow between parties and the mediator rather
than a cost to the Government, but the fee structure must be designed to attract competent
practitioners in sufficient numbers while remaining affordable to labour and wage disputants.
The PKR 35,000 fee ceiling under the ADR Rules 2018 does not currently meet either
requirement. The proposed structure is at Part III.
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3.2. Financing mechanisms and the PFM constraint

Four financing mechanisms are available, each playing a different role at a different phase:
direct budgetary allocation through the relevant Demand for Grant, donor and development-
partner funding for the establishment phase, a court fee surcharge or ADR levy in the medium
term, and an administration fee on commercial mediations once the commercial track is
operational. The architecture and sequencing are set out at Part III, Component 4. Two
feasibility observations follow.

The first is that the two reform institutions sit in different Demands for Grant. The NIRC
Mediation Centre falls under the budgetary responsibility of the Ministry of Overseas Pakistanis
and Human Resource Development; the Mediation Offices fall under the Ministry of Law and
Justice. Both Ministries must initiate the budget process in parallel with the legislative process,
and cross-Ministry coordination has to be designed into the rollout from the outset.

The second is the binding legal constraint. Under Section 40(C) of the Public Finance
Management Act 2019, revenue collection offices cannot retain receipts to meet departmental
expenditure except through the budgetary mechanism contemplated by Articles 80 to 83 of the
Constitution. Any proposal to apply court fee surcharge or commercial administration fee
income to the operating costs of the Mediation Centre or the Mediation Offices, or to cross-
subsidise the labour track from commercial fee income, therefore requires express statutory
authority. The available vehicle is Section 32 of the same Act, which provides for a special-
purpose fund under rules notified by the Finance Division and audited by the Auditor-General
of Pakistan. The Access to Justice Development Fund, established under Section 6-A of the Law
and Justice Commission of Pakistan Ordinance 1979, is the existing model on which a
Mediation Development Fund could be patterned.

3.3. Verdict

The financing architecture is feasible. Direct allocation carries the recurrent envelope, donor
funding bridges the establishment phase, and demand-driven fees and a special-purpose fund
provide the medium- and long-term sustainability mechanisms. The s.32 PFM Act route makes
the demand-driven streams legally available. The detailed design work — costing, retention
drafting, fund constitution — belongs in the financial feasibility study at Phase 1.

4. Capacity Feasibility

Capacity is the main practical constraint on the reform. Islamabad currently has only a small
number of active mediators, despite a much larger notified pool, and there is limited experience
in specialised labour mediation. In addition, the NIRC Mediation Centre and the District Court
Mediation Offices proposed by the reform do not yet exist as operational institutions. These
issues are examined in detail in Part III, Component 3.
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The key feasibility question is whether these gaps can realistically be addressed within the
proposed implementation timeline. The conclusion of this report is that they can. The
constraints are operational rather than structural: the mediator pool can be expanded through
targeted recruitment and training, specialisation gaps can be addressed through focused labour
mediation programmes, and the institutional framework can be developed during the phased
rollout period.

Capacity feasibility is therefore conditional rather than absolute. The system is not currently
capable of supporting a simultaneous launch across all three tracks. It is, however, capable of
supporting the phased approach proposed in Part III: labour disputes first, wage disputes
second, and commercial disputes last, with each phase activated only once the required
institutional and capacity benchmarks are in place.

5. Implementation Risks

Two risks require particular attention in the design of the reform. Both arise from the tension
between a mandatory framework and a process that depends on genuine participation.

The first is procedural drift. There is a risk that mediation becomes absorbed into the habits of
formal litigation: treated like a preliminary hearing, conducted in an overly adversarial manner,
and judged mainly by settlement rates rather than the quality of the process.   If that happens,
mediation will lose the features that make it effective. Addressing this requires more than
legislative reform. It also requires investment in mediator training, accreditation, and
professional standards, which Part III addresses in detail.

The second is principle risk. Mediation depends on core principles such as voluntariness,
confidentiality, party autonomy, and self-determined settlement. These principles must shape
the design of the regime in practice, not simply appear in legislation as abstract commitments.
A system that weakens them in pursuit of efficiency or disposal targets risks producing
outcomes that are less fair than the litigation process it is intended to improve. The legal
safeguards in Part I, the statutory amendments in Part II, and the monitoring framework in
Part III are intended to address this risk.

6. Conclusion

The reform is feasible. None of its four dimensions presents a structural obstacle.
Institutionally, the labour track builds on the NIRC’s existing framework, while the commercial
track requires deliberate institutional development before implementation. 
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Financially, the necessary funding mechanisms are available, subject to the detailed design
work identified in this report. Capacity remains the main constraint, but it can be addressed
through the phased rollout proposed in Part III. The principal implementation risks relate to
practice culture and institutional design rather than any barrier that cannot be managed
through careful planning. The conditions identified in this Annex are addressed through the
legislative reforms in Part II, the operational framework in Part III, and the financial feasibility
study to be commissioned at the start of Phase 1.
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1.Purpose & Method

This Annex documents the practitioner evidence on which the analysis in Parts I, II and III
draw. It consolidates two sources: a series of key informant interviews (KIIs) conducted with
mediators, advocates, ADR centre directors, ADR practitioner-trainers, and a serving judicial
officer, all with direct experience of the ADR Act 2017 in Islamabad;   and the deliberations of
the Technical Working Group convened at RSIL on 16 February 2026 in consultation with the
Ministry of Law and Justice.  The TWG comprised a wider group of practitioners, NIRC
officials, and other stakeholders. The list of practitioners interviewed and the list of TWG
attendees are at Annex C. 

This Annex does not reproduce interview transcripts or attribute statements to individual
respondents. The KII responses were given on the understanding that direct attribution would
not appear in the final report. Statements are presented thematically, in aggregated form, and
identified only by source corpus (KIIs or TWG) where the distinction is material.
The evidence is qualitative. The interviews were semi-structured and selected by purposive
sampling to capture the range of practitioner perspectives most directly familiar with the
implementation of the Act in Islamabad. The TWG record is the contemporaneous minute of a
deliberation among practitioners, not a statistical survey. 

2. Themes from the Key Informant Interviews

The themes set out below recurred across the interviews. The order reflects the prominence of
the theme in the corpus, not its operational priority for the reform.

2.1. Legislative clarity

The dominant theme across the interviews was the lack of conceptual clarity in the ADR Act.
Respondents consistently noted that while the Act presents itself as a framework for ADR
generally, in practice it is overwhelmingly mediation-focused, but fails to give mediation a
distinct procedural identity. The conflation of arbitration, conciliation, mediation and neutral
evaluation under one umbrella was reported to produce confusion among litigants, lawyers and
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lawyers, and judges about what each mechanism is, what to expect from it, and how to use it.
Several respondents argued that a standalone mediation statute, or at minimum a clearer
statutory differentiation, would significantly improve operational effectiveness.

2.2. Judicial ownership

Judicial engagement was the single strongest determinant of mediation success reported across
the interviews. Mediation outcomes were said to improve markedly where judges actively
encourage participation, explain the purpose of ADR to parties, and demonstrate institutional
ownership over the process. Where judicial engagement is absent, mediation is treated by
litigants as a procedural hurdle to be cleared rather than an opportunity to resolve the dispute.
One experienced practitioner-trainer estimated that the cohort of trained and engaged judges
accounts for approximately 95 per cent of all ADR referrals in Islamabad.  The underlying
observation, that a small cohort of judges drives the substantial majority of referrals, was
general across the corpus, even where the precise figure was not.

2.3. Pre-mediation screening

Respondents consistently identified the need for structured pre-mediation screening. The
recurring observation was that many mediations fail not because the matter is unsuitable for
mediation but because cases are referred without an assessment of whether settlement is
possible and whether the parties before the Neutral have the authority to settle. The problem
was reported to be most acute in commercial disputes involving multiple stakeholders,
corporate hierarchies, or family-influenced decision structures, where the person in the room is
not the person who can agree to terms. Stakeholders broadly supported pre-mediation sessions
conducted by mediation-centre staff or court-linked personnel, both to verify authority and to
filter cases unsuited to mediation.

2.4. Specialised versus general mediator training

Respondents converged on the importance of mediator competence but disagreed on how to
achieve it. Most agreed that mediation training itself should remain general in character, since
mediation is a process skill rather than a subject-matter exercise. At the same time, most agreed
that mediator selection should be informed by sectoral experience, particularly in technical
commercial matters such as construction or infrastructure. The preferred approach was not
subject-specific training; it was better case-assignment practice that matches disputes with
mediators whose background suits the matter. Some respondents noted that sensitive areas,
such as family and labour, may warrant additional specialised training for mediators handling
them, given the emotional and power-asymmetry dynamics involved.
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2.5. Fees and incentive alignment

Respondents acknowledged the importance of keeping mediation affordable, particularly in
labour disputes involving economically vulnerable parties. The same respondents expressed
concern that the current fee structure does not provide sustainable incentives for experienced
lawyers to engage seriously as mediators. The PKR 35,000 ceiling on mediator fees was
repeatedly identified as too low to attract experienced practitioners. Several respondents
framed lawyer resistance to mediation not as bad faith but as a rational response to economic
insecurity in a slow and unpredictable litigation system. The practical implication is for
calibrated incentives, including tiered fee schedules differentiated by dispute type and value,
not rigid fee caps. International models referenced in the corpus included free court-connected
mediation (India), tiered partial-pro-bono models (California), and mandatory first-session-
only approaches (Italy).

2.6. Costs and discouragement of bad-faith conduct

Near-unanimous support was reported for a more robust cost regime to discourage strategic
non-cooperation. Respondents noted that costs are rarely imposed in practice on uncooperative
parties, despite the express provision in section 9(5) of the Act, and that this gap weakens the
credibility of the mediation process when one party is determined to delay. One respondent
proposed a procedural pathway in which a party signalling refusal to mediate is asked to record
its reasons, and on subsequent unreasonable refusal is exposed to a documented cost
consequence at the adjudication stage. 

2.7. Statutory timelines

Timelines were widely described as insufficient for any matter beyond the simplest. The 30-day
statutory limit under section 9(2) was repeatedly identified as unworkable, particularly for
commercial disputes involving multiple parties, scheduling complications, or technical subject-
matter. Several respondents proposed that the timeline should be extended at the outset (rather
than by ad-hoc extension applications) for complex matters, with the parties or the Neutral
empowered to set the initial term within statutory parameters. A minority view held that the
30-day limit was workable provided the process begins immediately on referral.

2.8. Confidentiality and the failure-report tension

Respondents flagged the tension between section 19 of the ADR Act and the failure-report
disclosure requirement under the MPD Rules. The principal concern was that the disclosure
regime suppresses candid commercial-track negotiation. Views on the operational impact in
mediation centres varied: some reported that the failure report is in practice limited to non-
substantive procedural matters; others reported that the prospect of disclosure shapes party
behaviour irrespective of how the report is in fact written. 

R S I L  -  L A S 9 7

A n n e x  B

S t a k e h o l d e r  E v i d e n c e



2.9. Concentration of referrals

Respondents observed informal patterns in judicial referral practice, with cases tending to be
directed repeatedly to a limited number of mediation centres or mediators. The patterns were
attributed to familiarity, perceived competence, or prior positive outcomes. Sustained
concentration of referrals, however, generates perceptions of uneven access and reduces
transparency within the system. The point was raised as a governance issue, not as a criticism
of any individual centre or mediator.

2.10. Positive findings

Notwithstanding the criticism, respondents widely acknowledged that the ADR Act 2017
represents an important institutional milestone. The formal statutory recognition of ADR has
elevated mediation within judicial discourse and created referral pathways that did not
previously exist. The court-annexed mediation centre at the Family Courts Complex, Islamabad,
was consistently identified as a strength of the current framework: physical proximity to the
court, administrative support, and the institutional legitimacy of court-annexed status all
reinforce participation. One respondent noted that the referral pattern at the Centre moved
with the level of active institutional management; referrals dropped significantly when the
supporting institution stepped back from its management role, and recovered when active
operations resumed. 

3. Technical Working Group Deliberations

The TWG considered the reform proposals through three distinct lenses: the situational
analysis of the ADR Act, the institutional realities of NIRC conciliation, and the design of any
prospective mandatory regime. The deliberations are recorded thematically below. Specific
reform proposals advanced during the session are attributed to source contributor only where
the contributor was an institutional representative (the NIRC Registrar) and the attribution is
structural rather than personal.

3.1. Framing of the diagnostic question

Two diagnostic questions framed the deliberation: whether the core barrier to ADR uptake is
the absence of incentives for parties and practitioners; or whether it is the absence of
institutional structure and ownership. Participants did not treat these as alternatives. The
dominant view was that the two are interlocking, that incentive design and institutional
architecture must be addressed in parallel, and that neither will produce sustained change in
isolation. The conclusion is reflected in the legislative package, which addresses both: the fee-
cap and KIBOR-interest provisions speak to incentive structure; the NIRC Mediation Centre,
the commercial-track Mediation Offices, and the governance rules speak to institutional
architecture.
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3.2. The labour track and NIRC conciliation

The institutional realities of NIRC conciliation were set out by the NIRC Registrar. Conciliators
are NIRC officers (primarily Deputy Registrars), the Commission operates seven benches
nationally, and the effective conciliator headcount is small. Despite these constraints, the
settlement rate is reported at approximately half of conciliations. The Registrar indicated that
the Commission was open to engaging Ministry-notified external mediators and that
amendments to the IRA 2012 were under active consideration. This signals institutional
receptivity to the labour-track reform proposed in this report.

3.3. Commercial disputes and judicial culture

The TWG considered the design of a workable commercial mediation regime. The proposed
working definition of ‘commercial dispute’ (contractual relationship, pecuniary threshold, claim
for outstanding payment with or without damages, exclusion of disputes with enforceable
arbitration clauses) corresponds closely to the definition adopted in proposed new section 2(d)
(i) of the ADR Act 2017 in the legislative package.

Two structural concerns recurred in the commercial-track discussion. First, court-annexed
centres in their present form are reported to lack the institutional infrastructure needed to
operate a mandatory regime: dedicated staff, systematic case management, transparent panel
management. The Mediation Office model in the legislative package is the response. Second,
judges drawn into a mediator role were reported to tend toward a merit-centric approach
inconsistent with facilitative mediation. The implication, reflected in Part III, is that mediator
selection should be drawn from accredited practitioners rather than the bench, with judicial
engagement institutionalised through orientation programmes and the ADR Judge role rather
than through dual role.

3.4. Interim relief and procedural safeguards

Participants raised the concern that a mandatory regime could be misused to either circumvent
the interim-relief jurisdiction of the court or, conversely, to delay urgent matters. The
discussion concluded that interim relief must remain within judicial jurisdiction, that prima
facie standards must not be diluted, and that the mediation referral should be sequenced after
the interim application is disposed of. The position is reflected in proposed section 13-B of the
ADR Act in the legislative package, which provides exactly this sequencing: the court hears the
interim application first; the matter is then referred to mediation regardless of the outcome; the
mediator is not empowered to grant interim relief.
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3.5. Incentive design and the KIBOR proposal

Statutory interest on monetary claims was proposed as a non-coercive incentive for early
resolution. The logic is that automatic accrual of interest from the date of filing makes delay
materially costly to the party benefiting from it, shifting the bargaining dynamics that currently
favour the delaying party. Existing provisions under the Code of Civil Procedure permit this but
are reported to be underutilised. The legislative package adopts the proposal directly through
the amendment to section 34 CPC, standardising post-decree interest at the Karachi Interbank
Offered Rate.

3.6. Convergence and divergence

The TWG recorded broad agreement on a set of structural propositions: that judicial ownership
is essential to the success of any mandatory regime; that funding and infrastructure gaps are
serious and must be addressed in parallel with legislative reform; that mediator training and
allocation require reform; that incentives are likely to be more effective than coercive sanctions;
and that mandatory mediation, if introduced, must be accompanied by safeguards.

Areas of divergence concerned operational sequencing rather than the direction of reform.
Participants differed on whether disputes should be categorised before referral or referred
indiscriminately; on whether mandatory mediation should apply uniformly or be piloted first;
and on the sequencing of legislative reform across sectoral statutes. The phased framework in
Part III, Component 1 addresses these by sequencing labour first, wage disputes second, and
commercial third, with readiness criteria for each transition.

On the choice of legislative vehicle, the TWG view was that amendments to sector-specific
statutes are preferable to a wholesale revision of the ADR Act at this stage. The legislative
package adopts this position: the Industrial Relations Act 2012, the Payment of Wages Act 1936,
the ADR Act 2017, and the Code of Civil Procedure 1908 each receive targeted amendments,
rather than the Act being redrafted in its entirety.
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Key Informant Interviewees
Twelve interviews were conducted involving fourteen individuals in total. The first interview
was conducted jointly with three practitioners from the same institution. All interviewees had
direct experience of the ADR Act 2017 in Islamabad Capital Territory.

Adil Aziz Qazi, Malik Muhammad Qatadah Jamal Khan & Barrister Zopash Khan —
International Dispute Resolution Institute, Islamabad (joint interview, 3 participants)
Saad Ahmed Rajpoot — Advocate, Islamabad
Aneeq Khattana — Advocate, Islamabad
Kashifa Niaz — Chief Legal Officer, IESCO, Islamabad
Shuja Ullah Gondal — Advocate, Islamabad
Sardar Taimoor Aslam Khan — Advocate and Registered Mediator, Islamabad
Ataullah Hakim Kundi — Advocate and Registered Mediator, Islamabad
Furrah Kashif — Mediator and ADR Centre Director, MICADR, Islamabad
Syed Sabee ul Hassan — Advocate and Registered Mediator, Islamabad
Syed Masood Raza — Advocate and Registered Mediator, Islamabad
Dr Nudrat Piracha — ADR Practitioner and Trainer, Islamabad
Raja Farrukh Ali Khan — Additional District and Sessions Judge, Court-Annexed Mediation
Centre, Islamabad

Technical Working Group Attendees
The following individuals attended the first meeting of the Technical Working Group on the
Implementation of the Alternative Dispute Resolution Act, 2017, convened at the Research
Society of International Law, Islamabad, on 16 February 2026.

ANNEX C
List of Interviewees and TWG Attendees

Sultan Mazhar Sher
Hassan Ali Raza
Syed Masood Raza
Muhammad Sohaib Sheikh
Adil Aziz Qazi
Barrister Zopash Khan
Sarah Tarrar
Shireen Imran
Raas Nabeel

Arbab Muhammad Amjad (Registrar,
National Industrial Relations
Commission)
Shahzar Ilahi 
Furrah Kashif
Usman Jillani
Anusha Fakhr-e-Alam
Jamal Aziz 
Barrister Talha Ali Khawaja 
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