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In order to get expert proposals and views about various aspects of the upcoming Federal Budget 2010-2011 in Pakistan, 
the National Assembly Standing Committee on Finance and Revenue held a Pre-Budget Consultation on February 18, 
2010 in Islamabad. This is a report of the Consultation compiled by PILDAT for the National Assembly Standing 
Committee on Finance and Revenue. 

The initiative was taken to further improve interaction between the people and the Parliament and to establish the tradition 
of eliciting public input and ownership of country's fiscal and financial priorities by the elected representatives.

Acknowledgments
The Consultation was facilitated by PILDAT under a project titled Parliamentary and Political Party Strengthening Project 
in association with the Parliamentary Centre, Canada and the support of the Canadian Department of Foreign Affairs and 
International Trade.

Disclaimer
Every effort has been made to ensure the accuracy of the views expressed by experts, observers and committee 
members and any omission or error is not deliberate. The National Assembly Standing Committee on Finance and 
Revenue and PILDAT, therefore, are not responsible for any error or omission. The content of the report does not 
necessarily reflect the views of the PILDAT, Parliamentary Centre, Canada and the Canadian Department of Foreign Affairs 
and International Trade.

Islamabad
February 2010

FOREWORDFOREWORDFOREWORD

CONSULTATION REPORT

Change in Collective National Behaviour: How to Expand the Tax Base in Pakistan

Pre-Budget Public Consultation 
by the National Assembly Standing Committee on Finance and Revenue





he National Assembly Standing Committee on Finance and Revenue held a Pre-Budget Public Consultation on 
Change in Collective National Behaviour: How to Expand the Tax Base in Pakistan: Ideas for the Budget 2010-2011 T

on February 18, 2010 in Islamabad. 

The experts who recorded oral evidences/recommendations to the Committee included Senator Ilyas Ahmad Bilour, Chairman, 
Senate Standing Committee on Commerce and former President, Federation of Pakistan Chamber of Commerce & Industry 
(FPCCI); Dr. Fazal Hussain, Head of Research / Fiscal Policy Division, Pakistan Institute of Development Economics (PIDE), 
Islamabad; Mr. Muhammad Sabir, Principal Economist, Social Policy and Development Centre (SPDC), Karachi; Mr. 
Muhammad Abdullah Yusuf, Vice President (North), Institute of Chartered Accountants Pakistan (ICAP), and former Chairman 
Federal Board of Revenue; Mr. Mushtaq Ahmed Madraswala, Executive Director, Institute of Cost and Management 
Accountants Pakistan (ICMAP) and Dr. Ather Maqsood Ahmed, Professor of Economics / Head of Social Sciences Department, 
National University of Science and Technology (NUST), Islamabad.

The key recommendations made to the Committee included: 

1. Legislation should be introduced on creating a DATA WAREHOUSE or Tax Intelligence Unit which can monitor all 
financial activities of citizens from all economic sources of information, including actual transactions taking place in the 
banks. Through such a system, tax collectors will have real-time online information of all the activity enabling collection 
of huge data on every individual through a unique/single identifier such as the NTN or the CNIC.

2. Capital gains tax on all classes of assets including shares as well as real estate property should be considered

3. Agriculture Income Tax is less than 1% of total taxes collected at present. Agriculturists must also pay tax on income 
derived from agriculture sources more so because there has been significant increase in agriculture income over the 
years. According to Resource Mobilization Committee, if agricultural tax is imposed in rural areas, 93% of the farmers 
will have no affect from imposition of this tax while 5% farmers will have nominal impact leaving only 2 % farmers to 
have some actual affect on their incomes. In order to safeguard only 2%,the overall economy must not be jeopardized 
and therefore agriculture income should be brought under the tax net leading to an enhanced tax to GDP ratio.

rd4. Manufacturing Sector at present contributes about 18% to the GDP; however it contributes 2/3  to the total tax 
rdcollection. (Agriculture and Services Sector put together contribute 80% to the GDP and only 1/3  to the total tax 

revenue). Contribution from Agriculture and service sector should be enhanced. The Committee should consider small 
levy on petroleum products so that it is easily collected.

5. Review of Laws to Whiten Money: We have a law which enables to whiten money if it is sent from abroad and it is not 
taxable. This law is a handicap for tax mobbilization efforts and should be re-considered. 

6. Profits of State Bank: We should consider taxing the profits of State bank which are non-tax revenue at present. 

7. The PDL (petroleum development levy) is also a tax and treated as non-tax revenue. It should also be a taxation 
measure. 

8. Corporate Tax Rate is 35% at the moment and should be brought down to 30 %, in line with the standards prevailing in 
the region. 

9. Review of Exemption Regimes: A review needs to be undertaken for exemption regimes. Excise duty on luxury goods 
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should be increased. An example is the tax on cigarettes, which is still lower than the neighbouring countries. 
Exemptions on sales tax on goods should be reviewed. 

10. Documentation of Economy and Compliance Management Strategies: The economy needs to be documented and 
Compliance Management Strategies need to be put in place before expanding the tax base. Compliance rate is how 
many people submit their returns relative to the number of total tax payers registered with the organization. More than 
50,000 corporations are registered with the Securities and Exchange Commission of Pakistan (SECP) while 37,000 
plus are registered with the FBR. Last year only 17,000 paid their taxes. 

11. 50% of tax of our country and a quarter of tax receipts are generated by the POL (Petrol, Oil, Lubricants) alone. 
Taxes on petroleum products cannot be reduced as it is major contributor to the revenue of the government. 

12. Carbon Taxation: Carbon tax should be imposed and the basis of this tax should be carbon emissions from vehicles, 
various industries, etc. 

13. Introduce Capital Gains Tax: Capital Gains Tax (CGT) should be imposed in a phased manner. This tax should be as per 
holding period of assets, be it shares, property, etc. If asset is held for a period of less than 12 months a higher tax 
incidence should occur, and if held for longer period then a lower tax incidence should take place.

14. Abolish Capital Value Tax: Capital Value tax (CVT) should be abolished as this is a tax on investment/savings and is 
against the principle of taxing income. CVT on encashment of cheques has also not helped in documenting the economy.

15. Tax Education a Compulsory Part of Primary & Secondary Education: Paying taxes is more of an ethical issue and a 
very high number of citizens evade taxes. In view of this spirit of paying taxes, as a social obligation and responsibility, 
should be inculcated through introduction of tax education (covering social responsibility aspect and also method of tax 
computation) at primary and secondary level syllabi.

16. Tax Exemptions for Economic Development in New Sectors: Policy makers must not follow the formula of “no 
exemptions” across the board. Whereas exemptions already existing should be reduced gradually, new exemptions for 
economic development should also be considered such as exemptions/reduced rate for the following sectors:

- Mineral sector development
- Value addition in agriculture sector
- Fisheries (Export as well as value addition)
- Hi tech industry
- Defence production for export

This economic development will not only contribute to employment generation but will ultimately result into higher 
revenue for the government.

17. Tax Rate to be determined as per performance of different sectors: Lower tax rate for the following sectors: mineral, 
agriculture, textiles, Value added industry, etc.

18. Local government should be used for tax collection. Union council should be given a certain share of tax 
collection and should only take tax from those people who are not already in the tax net
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Pre-Budget Public Consultation by the National 
Assembly Standing Committee on Finance and 
Revenue

The National Assembly Standing Committee on Finance 
and Revenue held a Pre-Budget Public Consultation on the 
topic of Change in Collective National Behaviour: How to 
Expand the Tax Base in Pakistan: Ideas for the Budget 
2010-2011 on February 18, 2010. 

The National Assembly Standing Committee on Finance 
and Revenue received proposals from various experts on 
expanding the Tax Base in Pakistan especially in the context 
of the upcoming Federal Budget 2010-2011. Members of 

the National Assembly Standing Committee on Finance & 
Revenue who were part of the consultation included Mrs. 
Fauzia Wahab, MNA (NA-312, Sindh-V, PPPP) and 
Chairperson National Assembly Standing Committee on 
Finance & Revenue; Mr. Abdul Rashid Godil, MNA (NA-252 
Karachi-XIV, Sindh, MQM); Mr. Aftab Shaban Mirani, MNA 
(NA-202 Shikarpur-I, Sindh, PPPP); Mr. Arif Aziz Sheikh, 
MNA (NA-183 Bahawalpur-I, Punjab, PPPP); Ms. Khalida 
Mansoor, MNA, ( NA-279, Punjab-VII, PML-N); Mrs. 
Kashmala Tariq, MNA (NA-302, Punjab-XXX, PML); 
Khawaja Mohammad Asif, MNA (NA-110, Sialkot-I, 
Punjab, PML-N); Ms. Nighat Parveen Mir, MNA, (NA-278, 
Women Punjab- V, PML-N); Mr. Riaz Fatyana, MNA (NA-94, 
T.T.Singh-III, Punjab, PML) and Mr. Shahid Khaqan Abbasi, 
MNA (NA-50, Rawalpindi-I, Punjab, PML-N).
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T h e  e x p e r t s  w h o  r e c o r d e d  o r a l  
evidences/recommendations to the Committee included 
Senator Ilyas Ahmad Bilour, Chairman, Senate Standing 
Committee on Commerce and former President, Federation 
of Pakistan Chamber of Commerce & Industry (FPCCI); Dr. 
Fazal Hussain, Head of Research / Fiscal Policy Division, 
Pakistan Institute of Development Economics (PIDE), 
Islamabad; Mr. Muhammad Sabir, Principal Economist, 
Social Policy and Development Centre (SPDC), Karachi; Mr. 
Muhammad Abdullah Yusuf, Vice President (North), 
Institute of Chartered Accountants Pakistan (ICAP), and 
former Chairman Federal Board of Revenue; Mr. Mushtaq 
Ahmed Madraswala, Executive Director, Institute of Cost 
and Management Accountants Pakistan (ICMAP) and Dr. 
Ather Maqsood Ahmed, Professor of Economics / Head of 
Social Sciences Department, National University of 
Science And Technology (NUST), Islamabad.

Parliamentarians from PML-N, PPPP, MQM and ANP 
participated as observers in the Consultation alongside 
representatives of business, markets, trade associations, 
academics and the media.

Opening the consultation, Mrs. Fauzia Wahab, MNA (NA-
312, Sindh-V, PPPP) and Chairperson National Assembly 
Standing Committee on Finance & Revenue welcomed the 
experts and observers including Parliamentarians and said 

that the Committee's initiative to hold public consultation 
was to further improve interaction between the people and 
the Parliament and to establish the tradition of eliciting 
public input and ownership of country's fiscal and financial 
priorities by the elected representatives. 

She said that the Federal Cabinet's decision of February 10 
to present Budget proposals to Parliamentary Committees 
by May 2010 to allow in-depth budget review and input by 
Parliamentary Committees was a triumph of efforts of all 
Parliamentarians over the years to reform the Parliamentary 
Budget Process. She acknowledged the efforts of PILDAT, 
especially in sensitising Parliamentarians towards the need 
of the reform of Parliamentary Budget Process as well as 
providing comparative perspectives and information in this 
regard. She also acknowledged PILDAT's support in 
facilitating the pre-budget public consultation in association 
with the Parliamentary Centre, Canada.

Ms. Wahab said that the main aim and purpose of this highly 
important consultation was to receive suggestions from the 
experts regarding the upcoming budget and discuss the 
ways and means to increase the tax base of our country.

Experts and Members of the Standing Committee on 
Finance and Revenue presented their recommendations for 
inclusion in the budget, which are re-produced ahead. 
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Oral Evidence/Recommendations by Experts

Senator Ilyas Ahmad Bilour 
Chairman, Senate Standing Committee on Commerce
Former President, Federation of Pakistan Chamber of 
Commerce & Industry (FPCCI)

Senator Ilyas Ahmed Bilour said that Pakistan has 8.8% of 
tax to GDP ratio at the moment. Last year the GDP stood at 
Rs. 1.3 trillion and this year, it is expected to be Rs. 1.4 
trillion and an increase of 17 hundred 87 billion in taxes as 
compared to last year. There still is no Income tax on 
Agriculture sector, but indirect tax is applicable to them in 
the form of fertilizers, pesticides, etc. Indirect taxes should 
be lessened as these are the real cause of people's miseries. 
Examples include 25% tax on 1 kilo of vegetable oil and Rs. 
39.7 on petroleum. Incentives must be given to collect tax 
from shopkeepers as they have the shutter power and can 
use it to their advantage. Trust-deficit is a major factor when 
it comes to payment of taxes. The auditors do not perform 
their duty with honesty and hence the public does not trust 
the process. Basic amenities like Education, Health and 
Security should be ensured for effective tax collection as 
some people are of the view that they do not get the required 
facilities in relation to the taxes they pay. All four provinces 
must be given autonomy. Direct taxation should be 
increased rather than indirect taxation. The steps that the 
Federal Board of Revenue (FBR) is taking to improve tax 
payments are appreciable and the computerized system 
has also helped in the collection of taxes. In India, even 
small shops charge General Sales Tax (GST). In our country, 
GST is only applicable on credit cards since only 
transactions through credit cards are documented 
therefore the retailers pay GST on those transactions. Tax 
culture needs to be developed in order to sustain and help 
grow our economy. 

Q&A/Discussion

Mr. Humayun Saifullah, MNA
(NA27-Lakki Marwat, NWFP, PML) 

What is the tax to GDP ratio in India, Bangladesh and Sri 
Lanka? What specific methods can be brought about to 
increase tax base?

Senator Ilyas Ahmad Bilour 
Chairman, Senate Standing Committee on Commerce
Former President, Federation of Pakistan Chamber of 
Commerce & Industry (FPCCI)

The figure of Bangladesh was 8.4% whereas India and Sri 
Lanka are about 20 % higher than Pakistan. Tax to GDP ratio 
of India was 11.5% in 2008-9; Sri lanka at 16%. The reason 
for this is that they have a very well planned and 
sophisticated system. We lack the culture of tax in Pakistan. 

Dr. Fazal Hussain
Head of Research / Fiscal Policy Division, Pakistan Institute 
of Development Economics (PIDE), Islamabad

Dr. Fazal Hussain explained that tax base is the sum of 
taxable activities. Pakistan has been relying too much on 
indirect taxes. In addition to low tax to GDP ratio there is 
higher dependence on indirect taxes in Pakistan whereas 
the focus should be more on direct taxes. We need to 
analyze all taxes and improve our tax culture. We need to 
give more incentives to tax machinery. Accountability and 
Transparency must also be ensured.

11

CONSULTATION REPORT

Change in Collective National Behaviour: How to Expand the Tax Base in Pakistan

Pre-Budget Public Consultation 
by the National Assembly Standing Committee on Finance and Revenue



Q&A/Discussion

Mr. Humayun Saifullah, MNA
(NA27-Lakki Marwat, NWFP, PML) 

What are your suggestions to quantify deficit financing? 

Dr. Fazal Hussain
Head of Research / Fiscal Policy Division, Pakistan Institute 
of Development Economics (PIDE), Islamabad

The expenditures over the past few years have been very 
high. The defence payments could be curtailed but the 
interest payments cannot be curtailed which poses serious 
threat to the economy. Our fiscal deficit has improved over 
the last 20 years. Natural catastrophes like earthquakes 
have been a major problem with regards to high fiscal deficit.

Mr. Muhammad Sabir
Principal Economist, Social Policy and Development Centre 
(SPDC), Karachi

Mr. Muhammad Sabir said that in the 2009-2010 Budget, 
there was a 28% expected growth on direct taxes, 37.1% on 
federal excise, 10.5% on sales tax and 9.3% on customs. 
Actual figures and outcome was that from expected 28% on 
direct taxes, only 0.4 % growth was recorded, 11.8% 
growth on sales tax, 5.8 % growth on Federal Excise and a 
decline on Customs of 2% was recorded.

Steps to counter income tax evasion include: 

1. The system is withholding tax regime in which people 
take tax as presumptive. The tax is not adjusted 
properly. Withholding tax system mechanism must 
be improved.

2. Evasion created when one form of income above a 
threshold is to pay tax and tax exempted for another 
form of income below that threshold. Even in 
agriculture, if your income exceeds a certain amount, 
then one must pay income tax.

3. Property and tax holding by other methods should be 
included in the tax net.

4. Tax Intelligence Unit is needed to monitor all the 
financial activity of all people.

5. National Tax Number (NTN) and Computerised 
National Identity Cards (CNICs) number must be 
interlinked and coordinated.

6. Those people whose expenditure exceeds a certain 
amount of their income should be brought to the tax 

net. 
7. Excise duty on petroleum products must be changed 

to carbon taxation and must be linked to pollution 
base.

8. Exemptions on sales tax on goods should be checked. 
For example all military goods are not liable to sales 
tax. If we apply sales tax to defence goods, it would 
be beneficial.

9. Provincial government have more information on 
what to bring to the tax net. In our country services 
tax falls under the provincial government. Therefore, 
provinces must be given autonomy and encouraged 
to collect tax themselves rather than tax collection by 
the FBR. This is applicable in the NWFP and the 
Punjab.

Mr. Muhammad Abdullah Yusuf
Vice President (North), Institute of Chartered Accountants 
Pakistan (ICAP), 
former Chairman Federal Board of Revenue

Tax gap is the difference between what should have been 
collected and what is actually collected. Let us take it at 
about 50% this year. It is Rs. 600-700 billion rupees which 
due to ineffectiveness of tax collecting machinery and the 
human resources, is not collected. The solution is the 
concept of a DATA WAREHOUSE. It is the third party 
information which is collected from all economic sources 
of information, including actual transactions taking place in 
the banks. Through this tax collectors will have online 
information coming in real time of all the activity thus 
enabling collection of huge data on every individual through 
a unique/single identifier such as the NTN or the CNIC. Use 
of CNICs should be enforced at places that do not currently 
have that. When the tax return is submitted, one can file the 
return, and after it is processed electronically, one can 
process the information from the data house. If it matches 
the information that had been provided, its fine, otherwise it 
raises a legitimate query for the tax payer. The system is 
ready and can be initiated and only requires legislation from 
the Parliament. 

The Chilean tax system, for instance, has 37 sources of 
information, and every year one gets a draft return prepared 
by them automatically based on the information that they 
have. Turkey is another role model which, through the 
online system, has been able to double its tax to GDP ratio 
from 15 to 30% in the last 2 years. 

We are a cash and non-documented economy and cannot 
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come to a documentation mode. What we can do is to 
determine the assets and expenditure through these 
methodologies. The system to work on is ready in the FBR 
and only needs the will and necessary legislation of the 
government to start. This will plug the loopholes and 
leakages. Automation is a great advantage today. Today, 
100% of the sales tax is  filed electronically. We need to 
ensure that the system is there without human intervention. 

The contribution of provinces in tax to GDP is 0.5%. This 
needs to be changed. There are 4 main areas to review. 

1. Capital gains tax on all classes of assets including 
shares as well as real estate property should be 
considered

2. Agriculture Income Tax is less than 1% of total taxes 
collected at present. Agriculturists must also pay tax 
on income derived from agriculture sources more so 
because there has been significant increase in 
agriculture income over the years. According to 
Resource Mobilization Committee, if agricultural tax 
is imposed in rural areas, 93% of the farmers will 
have no affect from imposition of this tax while 5% 
farmers will have nominal impact leaving only 2 % 
farmers to have some actual affect on their incomes. 
In order to safeguard only 2%, the overall economy 
must not be jeopardized and therefore agriculture 
income should be brought under the tax net leading to 
an enhanced tax to GDP ratio.

3. Motor vehicles tax should be reviewed. We also 
propose that the Committee should consider small 
levy on petroleum products so that it is easily 
collected.

4. Manufacturing Sector contribution needs to be 
increased by at least 10%.

We have a law which enables to whiten money if you send it 
from abroad and it is not taxable. This is a handicap for tax 
mobilization efforts. Hundi and Hawala system is another 
issue which needs to be addressed. We should consider the 
profits of State bank which are non-tax revenue today. This 
should be tax revenue. The PDL (petroleum development 
levy) is also a tax and treated as non-tax revenue. It should 
also be a taxation measure. Corporate tax rate is 35% at the 
moment and should be brought down to 30 %, which are the 
figures of the region. A review needs to be undertaken for 
exemption regimes. Excise duty on luxury goods should be 
increased. An example is the tax on cigarettes, which is still 
lower than the neighbouring countries.

Q&A/Discussion

Mr. Humayun Saifullah, MNA
(NA27-Lakki Marwat, NWFP, PML) 

Was there any interference in the Federal Board of Revenue 
by the Prime Minister or the President under the previous 
regime?

Mr. Muhammad Abdullah Yusuf
Vice President (North), Institute of Chartered Accountants 
Pakistan (ICAP), 
former Chairman Federal Board of Revenue

No, absolutely no interference which is a very important 
factor to be maintained especially for the FBR today. If the 
system is not merit based, it can not produce the required 
results. 
Mrs. Kashmala Tariq, MNA 
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(NA-302, Punjab-XXX, PML); 

When you were the Chairman FBR, why could you not 
implement your proposed system? In Europe, the concept 
is that more money should be spent on business. How can 
we move to such mechanisms that more industries are 
setup and in turn, more jobs are created?
 
Mr. Muhammad Abdullah Yusuf
Vice President (North), Institute of Chartered Accountants 
Pakistan (ICAP), 
former Chairman Federal Board of Revenue

Taxation policy is such that you give incentives in certain 
directions. Answering first part of the question, this thing 
was ready after a long haul. It took us 3 years to take 
electronic receipts from the National Bank. Now, we are in 
that position where we can take it forward with the backing 
of the current government. 

Mr. Abdul Rashid Godil, MNA
(NA-252 Karachi-XIV, Sindh, MQM)

The table value of the property is a provincial matter. The 
difference between the table value and reality is very 
different. How can we collect data of the transactions of 
such big amounts for the record?

Mr. Muhammad Abdullah Yusuf
Vice President (North), Institute of Chartered Accountants 
Pakistan (ICAP), 
former Chairman Federal Board of Revenue

We need to connect banks, which is a very important step in 
order to collect data. Even if you make ten drafts, one must 
have already withdrawn the cash, therefore one has already 
generated that income, in order to withdraw it. Now one 
must have to declare their records which make it a valuable 
lead for us.

Mr. Mushtaq Ahmed Madraswala
Executive Director, Institute of Cost and Management 
Accountants (ICMAP), Pakistan

Mr. Mustaq Ahmad said that tax paying people need 
physical returns more than expectations. We need to ask 
ourselves where is the tax net when not even a single Mobile 
message goes without tax? The data in this regards must be 
compiled, but total economy and population expenditures 
must be recorded. Credit card payments are being made on 

websites without taxes. This is a matter that must be looked 
into.

Dr. Ather Maqsood Ahmed
Professor of Economics / Head of Social Sciences 
Department, National University of Science and Technology 
(NUST), Islamabad

Dr. Ather Maqsood said that the state of the economy is 
proportional to the revenue profiles. High and sustained 
growth leads to low poverty. Our fiscal deficit is very high 
which is alarming. Taxation policy of our country clearly 
states that over 1 year period Pakistani government has 
increased debt burden by US $ 1 trillion external debt while 
60% is because of currency devaluation. What is the tight 
monitoring policy that we are proposing? This is something 
that we need to ask ourselves.

Compliance rate is how many people submit their returns 
relative to the number of total tax payers registered with the 
organization. More than 50,000 corporations are registered 
with the Securities and Exchange Commission of Pakistan 
(SECP) while 37,000 plus are registered with the FBR. Last 
year only 17,000 paid their taxes. Why do we then need to 
increase the tax base when the compliance rate is so bad? 
There are only 4,000 out of 17,000 who have either shown 
nil returns or business losses. Out of the 4000, 32% have 
shown income up to 200,000 only, meaning that the CEO of 
that company was not earning more than Rs.17,000 per 
month.

There are only five commodities that are paying tax in this 
country which generate 50% of tax of our country and a 
quarter of tax receipts are generated by the POL (Pakistan 
Oil Fields) alone. We cannot reduce taxes on petroleum 
products since this is a major source of income for the 
government. 

Analyzing the GST rates, the compliance level in 2003 was 
around 60%. When we removed turnover taxpayers it 
increased to 70% but the wholesalers and retailers are a 
worse case scenario when it comes to compliance levels.

We lack documentation. Before we talk about expanding the 
tax net, we should talk about Compliance Management 
Strategies.

Q&A/Discussion
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Mr. Humayun Saifullah, MNA
(NA27-Lakki Marwat, NWFP, PML) 

We have a US $ 50 billion dollars of foreign debt comparing 
the rate of US dollar at Rs. 60 with that of Rs. 85+ today. 
What difference did it have on the economy?

Dr. Ather Maqsood Ahmed
Professor of Economics / Head of Social Sciences 
Department, National University of Science and Technology 
(NUST), Islamabad

Cost of domestic debt is the interest rate. External debt has 
2 costs: Interest rate and currency exchange rate. Domestic 
economy has to generate the resources to make rupee and 
then convert rupee. You have to generate 26 extra rupee 
activity, which is costing you. It also benefits, if you use it in 
export then the gap comes back from that level. Expenditure 
side has three major heads: Debt Servicing (Interest & 
repayment), Defence and Public Administration. The more 
the depreciation of currency, the amount on debt services 
will increase and the flexibility of system will reduce.
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Recommendations by the Members of the 
Standing Committee on Finance and Revenue

Mr. Arif Aziz Sheikh, MNA 
(NA-18, Bahawalpur-I, Punjab, PPPP)

1. The contribution of the Centre should be strong in the 
tax-collection system and the centre must monitor 
the provinces rather than giving more provincial 
autonomy. 

2. The provinces should be answerable to the Centre 
which and must give a proper report on every sector, 
like Education, Health, etc.

Mr. Abdul Rashid Godil, MNA 
(NA-25, Karachi-XI, Sindh, MQM)

1. All income must be taxable.
2. There needs to be a tax culture.
3. We need to add small traders in our tax net and this 

needs to be discussed in detail.

Mr. Riaz Fatyana, MNA 
(NA-94 T.T. Singh-III, Punjab, PML)  

1. There should be a stronger writ of the Government in 

the tax-collection system. 
2. Professional and spiritual leaders should be brought 

in the tax net.
3. Tax payment information should be ensured on every 

major purchase, for the government to catch people 
who do not pay their taxes.

4. Services of transvestites should be taken in order to 
recover tax from those people who do not give tax. 
They should go and stand in front of the houses of 
such people and demand that they pay their taxes.

Mrs. Kashmala Tariq, MNA
(NA-302, Punjab XXX, PML)

1. Tax culture has to be established top down. 
2. We probably have one of the largest undocumented 

economies of the World, which is very alarming and 
must be looked into. Documentation of economy 
should be the key agenda

3. The Committee should look at rationalizing corporate 
taxes as well.
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Recommendations by Observers

Ms. Ayla Majid 
Director, Khalid Majid Rehman Chartered Accountants, 
Islamabad

1. A clear distinction is required to be made in terms of 
what to tax and what not to. Clearly it is income that 
should be taxed and not wealth, investment or 
transactions. A transaction may or may not translate 
into a gain hence only gain/income should be taxed.

2. Some of the proposals for revenue enhancement are 
as below:

Introduce Capital Gains Tax: Capital Gains 
Tax (CGT) should be imposed in phased 
manner. This tax should be as per holding 
period of assets be it shares, property, etc.  If 
asset is held for a period of less than 12 
months a higher tax incidence should occur, 
and if held for longer period then a lower tax 
incidence should take place.

Abolish Capital Value Tax: Capital Value tax 
(CVT) should be abolished as this is a tax on 
investment/savings and is against the 
principle of taxing income. CVT on 
encashment of cheques has also not helped 
in documenting the economy.

Tax Education a Compulsory Part of 
Primary & Secondary Education: Paying 
taxes is more of an ethical issue and a very 
high number of citizens evade taxes. In view 
of this spirit of paying taxes, as a social 
obligation and responsibility, should be 
inculcated through introduction of tax 
education (covering social responsibility 
aspect and also method of tax computation) 
at primary and secondary level syllabi.

Ta x  E x e m p t i o n s  f o r  E c o n o m i c  
Development in New Sectors: Policy 
makers must not follow the formula of “no 
exemptions” across the board. Whereas 
exemptions already existing should be 
reduced gradually, new exemptions for 
economic development should also be 
considered such as exemptions/reduced 

rate for the following sectors:

- Mineral sector development

- Value addition in agriculture sector

- Fisheries (Export as well as value 

addition)

- Hi tech industry

- Defence production for export
This economic development will not only 
contribute to employment generation but will 
ultimately result into higher revenue for the 
government.

Tax Rate to be determined as per 
performance of different sectors: Lower tax 
rate for the following sectors: mineral, 
agriculture, textiles, Value added industry, 
etc.

Simplification of Taxes - Streamlining 
Measure: At present 47 tax payments are 
made in Pakistan in a year and in terms of 
time 560 hours are spent on tax compliance. 
(Paying Taxes 2010 - World Bank survey)

This high number of payments and time 
should be reduced. In order to reduce this 
compliance burden:

- Difference taxes should be merged

- More use of technology – 

Implementation of Integrated Tax 

Management system (ITMS) on 

fast track 

Mr. Farhan Bukhari 
Financial Analyst, Dawn News

1. The Government needs to implement strict measures 
in collection of taxes and needs to impose its writ for 
the system to work effectively.

2. Agriculturists must pay taxes since the income from 
agriculture sector has increased dramatically over 
the years. According to Resource Mobilization 
Committee, if urban tax is imposed in rural areas, 
93% of the farmers will feel no effect whatsoever, 5% 
farmers will have nominal impact and 2 % farmer will 
be effected. In order to safeguard those 2%, we must 
not jeopardize our economy and everyone must pay 
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taxes.  

Senator Haji Muhammad Adeel 
(ANP, NWFP)

- Small shop holders are ready to give tax but the 
complications created in the form of long lines in front 
of banks and forms and transfer through internet, etc., 
should be removed and the process should be made 
more user friendly for them.

Mrs. Fauzia Ijaz Khan, MNA 
(NA-317, Sindh XI, MQM)

- There should be transparency and accountability of 
the tax-collecting machinery as it is considered to be 
the most corrupt machinery

- We need to make a tax ladder according to the pay 
scale of the individuals and ensure accountability on 
the side of the collector and the tax-payer. 

Mian Abdul Sattar, MNA 
(NA-193, RahimYarKhan II, Punjab, PPPP)

- Local government should be used for tax collection. 
Union council should be given 20% of tax collection 
and should only take tax from those people who are 
not already in the tax net. 

Mr. Sadiq Gondal
(Correspondent- Dawn News)

- Strict action must be taken by FBR against those people 
who do not pay taxes.

- Political will and backing is needed in order to expand the 
tax base

Mr. Sana Ullah Khan
Coordinator, Islamabad Chamber of Commerce & 
Industries-ICI

- Self assessment schemes need to be introduced.
- Awareness must be created through media religious 

personalities that people must pay their taxes. 

Mr. Mahmood Khalil
Research Economist, Pakistan Institute of Development 
Economics (PIDE), Islamabad

- Around 30-35 % undocumented economy exists 
which is alarming and needs to be addressed.

- Consumption tax, GST should be cascaded, rather 
than a flat tax. 
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Appendix A
Presentation

Dr. Fazal Hussain
Head of Research / Fiscal Policy Division, Pakistan Institute of Development Economics (PIDE), Islamabad
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