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1. Power-Shortage-To-Hit-New-Peak
2. ISLAMABAD: The electricity shortage, now standing at about 3,500 megawatt, is feared to grow in the coming days because low river flows will continue till May 15, followed by disconnection of gas supplies to four independent power plants (IPPs) beyond June.
3. Sources in the water and power ministry told Dawn on Thursday that overall the shortfall would hover between 4,000 and 4,500MW this season, starting later this month when temperatures rise and push up electricity demand.

4. That would mean power disruption of nine to 10 hours a day because a shortage of 450MW translates into an average loadshedding of one hour.

5. The sources said the IPPs had written to the government expressing suspicion that the recent bomb attacks on gas pipelines near Guddu were used as a pretext to divert gas supplies from IPPs to the textile industry after a recent meeting of a delegation of textile industry with the president.

6. The diversion resulted in disruption of gas supplies to Punjab’s five power plants—Saif, Orient, Saphire, Fauji Kabirwala and Rousch—leading to an additional loadshedding of 1,000MW.

7. The sources said the gas supply agreements with four IPPs—Saif, Orient, Halmore and Saphire—with a total generation capacity of more than 800MW were to expire on June 30, 2011 and the petroleum ministry had expressed its inability to provide them with gas beyond June.

8. Three of these projects have been in operation for a year and another is in testing phase.

9. If they shift to alternative fuel—furnace oil or diesel—the power tariff for 800MW will more than double.

10. The sources said Minister for Water and Power Syed Naveed Qamar who presided over a meeting of the Private Power and Infrastructure Board (PPIB) on Thursday was also informed about the growing power shortage.

11. The meeting was told by the chairman of the Federal Flood Commission that prevailing low river flows would continue till May 15 when snow would start melting in Skardu and other catchment areas in the northern region.

12. Before that there will be more rainfall which would slightly improve the flows but delay snow melting—the main source of flows in the Indus.

13. Wapda Chairman Shakil Durrani is reported to have informed the meeting that distribution companies of Pakistan Electric Power Company—formerly a wing of Wapda—are not paying about Rs57 billion dues to Wapda, limiting its capacity to keep the pace of hydropower and irrigation development projects.

14. He sought the ministry’s help to persuade the companies to clear the dues.

15. The representatives of the companies said they faced serious problems because of non-payment of dues by public sector consumers, including the federal government and could not make payments to Wapda unless their cash flows improved.

16. They also requested the minister to persuade the provincial governments to clear the dues, particularly Sindh government which alone had not paid more than Rs35 billion to Pepco.

17. The meeting was informed that the composition of the Private Power and Infrastructure Board (PPIB) was in the process of being changed from a totally bureaucratic forum comprising federal secretaries to a representative body of the provinces.

18. In the board, each province will get one member and there will also be presence of Azad Kashmir and Gilgit-Baltistan.

19. A summary to this effect has already been forwarded to the Council of Common Interests for approval.An official statement said the minister assured the participants that new IPPs would get maximum government support.

20. The minister was informed that nine IPPs generating 1,800MW had been commissioned since March 2009 and another three of 600MW were expected to start production next month.

21. The meeting decided to extend the financial closing date of the 375MW Uch Power Project-II to May 15 to help it make financial arrangements with banks.

22. The meeting approved the implementation and power purchase agreements of Star Hydro and Patrind Hydropower Project in Azad Kashmir.

2.       Rebate-On-Towel-Exports-Raised
KARACHI, April 14: The Federal Board of Revenue (FBR) raised duty drawback rates on export of towel and towel made-ups. The rates are worked out by Input-Output Co-efficient Organisation (IOCO) of the Customs.
The revision in duty drawback rates of many export items is pending with the FBR, which is delaying the issue because of paucity of funds.

However, Towel Manufacturers Association (TMA) about two years ago made a tireless effort and prepared a revised working paper for duty drawback on export of towels and its made-ups.The TMA revision proposals were finally accepted by the FBR and a notification in the regard was issued on March 31, 2011. However, it took 12 days for the customs to load the revised rates of duty drawback in the PaCCS system to make it effective from April 12, 2011.

A TMA spokesman Muzzamil Hussain told Dawn that exporters suffered huge losses towards duty drawback for last two years and demanded that the new rates should be implemented with retrospective effect.

He said that exporters of towel and its made-ups on average suffered losses to the tune of Rs390 million per annum due to low duty drawback rates, which resulted in closure of many small and medium-sized units across the country.

He said that TMA members’ exports stood at around $1 billion per annum and the sector provided jobs to skilled and semi-skilled workers. The delay in payments of duty drawback and refunds was causing liquidity crunch to the industry.

The duty drawback rates on export of all categories of goods are presently low because the import prices of raw materials have increased manifold and exporters are being deprived from their genuine working capital, he added.

According to the FBR notification the new duty drawback rates will apply to four categories of towel products using different imported raw materials, including, packing materials, dyes and chemicals for their value-addition.

The FBR has increased duty drawback rates for cotton towels bleached (fully white) from 0.44 to 0.71 per cent giving an affect of 0.27 per cent increase in rates. Similarly, cotton towels (partly or fully dyed) rate was hiked from 1.08 to 1.88 per cent or 0.80 per cent higher.

However, two new categories of towel products, cotton/polyester blended towels bleached (fully white), all blended and cotton/polyester blended towels partly or fully dyed or printed (all blended) have been included in the IOCO and duty drawback rates are fixed at 0.80 and 2.29 per cent, respectively.

3.       Zero-Rating-Of-Supplies-Vague-Sro-To-Cause-Huge-Revenue-Loss
ISLAMABAD, April 14: A controversy is brewing over the interpretation of a sales tax notification that could deprive the tax department of millions in revenue as senior tax officials’ definition of the order has benefited only a few industries at the cost of the national kitty, it is learnt.
The issue emerged following a report submitted by the large taxpayer unit (LTU) Karachi, with the FBR contesting the issuance of an SRO of March 2, 2011 allowing zero rating on local supply of master batches (coloured), retrospectively from October 2007.

The LTU report points out that the zero-rated supply was only allowed for export-oriented sector. However, different SROs were issued for changing the headings in the customs tariffs in a bid to allow duty exemptions to local industries. Mostly coloured master batches are used by the local plastic and paint industries and not by export industry, the report adds.

As a result, the FBR realised the mistake and corrected the issue through another notification issued on October 25, 2007 with retrospective effect. This amendment made it clear that master batches have never been zero-rated under the earlier notification.

Another letter was issued by the FBR on May 2, 2009 confirming the fact that master batches were excluded from the purview of zero-rating with retrospective effect.

After a gap of over 21 months, the issue erupted again following the issuance of another sales tax notification SRO 163 by the FBR allowing the zero-rating on master batches, retrospectively from 2007, a decision which was rare in the history of the tax department.

This means that the decision would now make a case for those taxpayers, who paid taxes and will now demand refunds from the tax department. While those who did not deposit tax against master batches will get exemptions, which in both cases could be a bigger revenue loss for the kitty.

Member Inland Revenue Khawar Khushid Butt, who is signatory of the March 2 notification, showed his ignorance that his signed order could lead to massive revenue loss to the kitty.

Talking to Dawn Mr Butt said that everything was finalised before he assumed the charge as member IR. “Member Reformed General Sales Tax Ibrar Ahmad Khan and Chairman Salman Siddiqui finalised everything that lead to signing of the notification,”
Admitting that he was from the income tax group, Mr Butt said that he was not an authority on the sales tax issues.

Experts say this integration of sales tax with income tax could trigger more such controversies that may also cause revenue loss to the kitty.

However, member Inland Revenue admitted to control the damages by taking up the issue with the chairman FBR.

On the other hand, member RGST Ibrar Ahmad Khan, who put a note to the chairman for allowing the zero-rating on master batches from 2007, justified his decision.

He told Dawn that the zero-rating decision was taken to rectify the anomaly with retrospective effect of 2007. He was of the opinion that the changes made in the earlier SROs restricting zero-rating facility on master batches was without any budgetary proposal.

4.       Trading-Picks-Up-As-Ginners-Indulge-In-Hasty-Selling
KARACHI, April 14: The leather industry has threatened to go on strike along with other trade bodies if government does not ensure uninterrupted supply of gas and power to the industry. 
In a statement issued on Thursday, chairman, Pakistan Tanners` Association,

Khurshid Alam, said that leather industry is passing through severe crisis and gas and power shortage were further multiplying its problems.

Due to high cost of doing business, he said PTA members are unable to compete with leather and leather goods exported by China, India, and Bangladesh in the world market. Exporters have been working hard to increase country`s exports by participating in world fairs for promotion of leather and leather goods but when they are unable to manufacture because of gas and power shortage, they fail to fulfill export commitments, he lamented.

Khurshid Alam said that recently large number of exporters participated in world`s largest Asia Pacific Leather Fair held in Hong Kong and even got export orders. However, due to gas and power shortages, he said, it has become difficult to honour these orders.

He urged the president and the prime minister to look into the issue of gas and power shortages which is destroying the industry in the country and causing unemployment.

Company News

KARACHI, April 14: The Bank of Punjab has signed a MoU with EFU Life Assurance Limited to launch Bancassurance, says a press release.

Under the agreement the bank will act as a corporate distribution agent for certain insurance products of EFU Life through its selected branches.

KARACHI, April 14: After several lean sessions, activity on the cotton market on Thursday picked up as ginners indulged in hasty selling fearing further fall in prices.

Floor brokers said apart from continued decline in New York cotton futures for the last couple of sessions, the other negative factor, which forced ginners to sell their long unsold positions was falling demand from the spinners.

They said because of problems on the export front amid reports of fall in international and local yarn prices spinners profit margins have eroded to a minimum and after adding overheads they are at a loss to operate on margins.

Ginners, who had unsold stocks, are also carefully watching the developments on the global markets and had apparently decided to unload their positions at the current levels as future price outlook may not be that competitive, they said.

The weaker links of the leading southern Punjab ginners, who hold bulk of the unsold stock, appear to be in a bit haste to sell their odd lots even as low as Rs10,500 per maund.

New York cotton futures on Thursday were quoted further lower by 2.38 and 1.93 cents per lb for both the ruling May and the distant July contracts at 197.35 and 180.64 cents, respectively.

Local official spot rates on the other hand were quoted unchanged at Rs12,000 per maund.

The following are some of the lots, which changed hands on Thursday, according to Karachi Brokers Forum:

SINDH TYPE:
200 bales, Mirpurkhas at Rs10,500 and 200 bales, Ghotki at Rs12,000.

PUNJAB VARIETY:
400 bales, Rajanpur at Rs12,000, 200 bales, Multan at Rs11,800, 400 bales, Fazalpur at Rs11,400 to Rs12,000, 200 bales, Muhammadpur Dewan at Rs11,400, 1,200 bales, Rahimyar Khan at Rs11,000 to Rs11,500, 600 bales, Shujaabad and 200 bales each Vehari and Samandari at Rs11,000 and 200 bales, Haroonabad at Rs10,500.

5.       World-Bank-Warns-Over-Food-Price-Rises
Food-producing countries must relax export controls and divert production away from biofuels to prevent millions more people being driven into poverty by higher food prices, the head of the World Bank, Robert Zoellick, said in Washington on Thursday. 
Without action to increase the supply of food, an extra 10 million people could fall below the extreme poverty line of $1.25 a day over the next few months, in addition to the 44 million pushed into poverty by soaring food prices over the past year, he warned.

A report by the World Bank found prices had jumped by 36 per cent since April 2010, driven in part by higher fuel costs connected to events in the Middle East and north Africa,

Higher transport and fertiliser costs have sent the price of wheat, maize and soya back to levels last seen in the price boom of 2008.

“More poor people are suffering and more people could become poor because of high and volatile food prices,” said Zoellick. “We have to put food first and protect the poor and vulnerable, who spend most of their money on food.”

He was speaking ahead of the IMF and World Bank spring meetings later this week, which will be attended by finance ministers and central bankers.

A further 10 per cent increase in food prices could drive an additional ten million people below the poverty line, the World Bank reports, while a repeat of the last year`s increases would affect 34 million already close to the poverty line.

Some analysts have argued that a slowdown in global growth will bring down food prices from their recent peaks.

Goldman Sachs said in a note that oil prices would begin to retreat from recent highs along with other commodities.

In recent days it has slipped, dropping from a high of $127 to $120. But rival analysts remain concerned that oil prices will continue their long upward path, albeit with a few blips along the way.

The World Bank`s food price index found the cost of several key foods for developing countries shot up last year, including maize by 74 per cent and wheat by 69 per cent, although rice prices have been stable.

It said that in the Kyrgyz republic, where the poorest 10 per cent of the population spends 73 per cent of their budget on food.

A wide range of measures were needed to tackle further price rises, the World Bank said, and should be adopted by food producing nations quickly to prevent further food poverty and famine, including “targeting social assistance and nutritional programmes to the poorest, removing grain export restrictions, and relaxing biofuel mandates when food prices exceed threshold levels”. —Dawn/ Guardian News Service
THE NEWS
1. KESC persists with nine-hour outages
2. Karachi
The Karachi Electric Supply Company (KESC) continued to subject the city’s residents with up to nine hours of loadshedding on Thursday, which the power utility has blamed on shortages in the supply of furnace oil and gas essential for power generation. 
Late on Thursday evening, a KESC spokesman issued a statement saying that due to a halt in Pakistan State Oil’s (PSO) subsidized furnace oil, current loadshedding could potentially soar up to 14 hours during the course of the night. 
He confirmed that citizens hailing from various parts of Karachi suffered prolonged loadshedding as well as frequent tripping in KESC’s distribution systems. 
He also said that negotiations were underway among high-level officials of KESC, Sui Southern Gas Company (SSGC) and PSO, to resolve the issue of gas and oil shortages as well as the continuation of subsidised furnace oil during the period of Annual Turn Around (ATA) of Bhit gas field, which began April 12. 
However, he added that the concerned parties did not reach an agreed resolution. Therefore, Thursday’s gas supply from the SSGC remained 100 Million cubic feet per Day (MMCFD), which at times decreased to 98 MMCFD.
A spokesman for SSGC said that by Friday, the gas utility is hopeful that it would be able to supply 115 MMCFD of gas, which it had committed to the power utility during the ATA of Bhit gas field. 
Meanwhile, PSO’s spokesperson said that it supplied the routine amount of 2,000 metric tonnes of furnace oil to KESC on Thursday, which did not include the additional subsidised oil, as it has yet to receive any government notification regarding the supply of oil on gas prices to compensate for the shortage in gas. 
He added that PSO has supplied a total of 222,043 metric tonnes of subsidised oil to KESC since the required period of December 2009, but has yet to receive the amount of the price differential promised by the government in this regard. These receivables are in addition to the amount KESC itself owes the state-run oil company for current supplies, which stands at Rs. 3.15 billion.
“It is also important to note that during the gas shortage in November 2010, the Economic Coordination Committee (ECC) ruled that KESC will receive oil from PSO at full price and should claim the price differential (subsidy) from the government of Pakistan separately”.
2.       ‘FBR allows duty drawback rates to towel exporters’
KARACHI: The government has increased the duty drawback rates for towel sector with effect from March 31, spokesman of Towel Manufacturers Association (TMA) said on Thursday.
Following coordination with the Input-Output Coefficient Organisation (IOCO), the manufacturers association had been working for enhancement of duty drawback rates of terry towel for the last two years. The requisite survey of various factory premises by the IOCO team and collection of all relevant data provided to IOCO team and preparation of work-sheets based on the data collected were submitted to the Federal Board of Revenue (FBR) for their final approval.
Finally, the revenue body gave its approval, allowing duty drawback rates on cotton/polyester blended towels bleached and cotton/polyester towels partly or fully dyed or printed first time.
As per the SRO, the FBR has allowed 0.71 percent drawback on cotton towels (bleached) fully white instead of 0.44 percent, 1.88 percent on cotton towels partly or fully dyed) instead of 1.08 percent, while 0.88 percent on cotton polyester blended/bleached and 2.29 percent drawback has been allowed on cotton/polyester blended fully dyed or printed.
The revenue body took more than two years to issue this SRO due to, which exporters had to suffer a lot.
If the FBR had issued SRO earlier, exporters of towel might have more benefited and subsequently fetched more foreign exchange for the country, said Syed Usman Ali, Chairman, TMA.
“It is the efficiency of the FBR that it fails to place the SRO under reference on Customs website to-date, but we are hopeful that it will soon place this SRO on their website,” said Ali.
The towel exporters have to suffer a cumulative loss of Rs430 million during the period of their struggle to get duty drawback refunds on the abovementioned items, he added.
3.       Forex reserves down by $320m to $17.3bn
KARACHI: Pakistan’s foreign exchange reserves fell by $319.7 million to $17.3173 billion by the week ended on April 9 against $17.637 billion a week ago, the State Bank of Pakistan (SBP) said on Thursday.
“The reserves fell due to scheduled debt repayment,” said Syed Wasimuddin, chief spokesman of the SBP.
The reserves held by the central bank also fell to $13.935 billion during the week under view against $14.261 billion by the week ended on April 2.
However, reserves held by other commercial banks remained flat at $3.382 billion from the previous level of $3.376 billion.
Pakistan’s foreign exchange reserves hit a record high of $17.956 billion by the week ended on March 26. The record build-up in the forex reserves was attributed mainly to the International Monetary Fund (IMF) loan and the Coalition Support Fund.
“This build-up essentially reflects the IMF releases of $7.1 billion under the standby arrangement, an additional $450 million in emergency support in September 2010 and support from the Coalition Support Fund of $633 million at the end-December 2010,” the Asian Development Bank (ADB) said in a report released last week.
However, analysts said that the reserves were also contributed by high inflows of remittances sent home by overseas Pakistanis and significant growth in export receipts.
The foreign reserves fell to $6.59 billion during the week ended on November 22, 2008 as the country witnessed economic crisis. However, it was improved following the loan approval by the IMF under a standby arrangement of $7.6 billion in November 2008, which was further enhanced to $11.3 billion in August 2009.
4.       ICCI says ‘no’ to new loan package from IMF
ISLAMABAD: Islamabad Chamber of Commerce and Industry (ICCI) has said that Pakistan is on the verge of signing up for another International Monetary Fund (IMF) rescue package to bring stability into its economy, which might not prove beneficial for the country in the long-term.
In a statement issued on Thursday, ICCI President Mahfooz Elahi said that the government is going for another $3-5 billion IMF bailout package, with the harshest terms ever.
The IMF’s macroeconomic stabilisation policy prescription and harsh conditions attached to its funding are generally unpopular because these invariably involve tax hikes, expenditure cuts and exchange rate flexibility.
He said that the business community remained wary of and apprehensive at the prospects of the IMF’s return because it was suspected that the fund’s rigid and harsh conditions could further slowdown the economic growth, he said.
The ICCI president said that apart from expenditure cuts and tax hikes, the business and industry could face another round of monetary tightening and currency devaluation, while the economy needs just the opposite of such policies.
He cautioned that if on the IMF pressure, soaring of mark-up rates, imposition of new taxes and devaluation of currency would create serious problems for the business and the industry by further raising the cost of doing business and that phenomenon would prove detrimental for the economy.
The IMF is ideologically against subsidies, which Pakistan needs badly to support the poor suffering under high price inflation. Moreover, if the credit cost is raised further to curb the demand, it will also squeeze production, he added.
Elahi said that instead of seeking the IMF help, a permanent solution to the country’s economic woes lies in exploiting more resources and then frugally spending them through well-targeted allocations for the development projects.
He stressed upon the need to bring non-compliant sectors under the tax net so that the government could get more revenue from broadening its tax base instead of taxing the existing taxpayers.
The government should plug all waste of financial resources as plugging of wasteful expenditure and widening of tax base can go a long way towards putting the country’s economy back on track, he said.
The ICCI president emphasised upon the government to take business community and all other stakeholders on board before resorting to such rescue packages from the IMF so that optimum solutions could be found for reviving the economy.
The government should negotiate and identify the sources of revenue generation and also as to how it would manage to pay back huge IMF loans and make sure that industrial competitiveness is not suffered in any way by going to the IMF, he added.
5.       Need to enhance trade with Turkey adviser
ISLAMABAD: Former adviser to the Prime Minister on Textiles Dr. Mirza Ikhtiar Baig has said that there is a great potential for the increase of bilateral trade and joint ventures between Pakistan and Turkey. Talking to the state-run television, he said, currently the trade volume stood at $940 million, while the leadership of the two countries have set trade target of $2 billion. Baig said that Turkey levied additional duty on textiles, including Pakistani textiles and President Asif Ali Zardari should take up the issue with the Turkish leadership and get Pakistan exempted from it. Turkey can provide a huge market for Pakistani textiles, he added. 

6.       Two weekly bank holidays opposed
KARACHI: The All Pakistan Consumer & Pharmaceutical Products Distributors’ Association (PCPPDA) has opposed two-weekly holidays for the banks.
Tahir Khaliq, chairman PCPPDA, said in a press statement, that such practice last year severely affected the business activities, as the banking service was unavailable on Saturdays during summer.
He said that banks remained open on Saturdays, even countries where five-day week was observed.
He said that the trading circles, last year, faced tremendous problems to handle cash on weekends due to unavailability of banking services. 
He said that on weekends, cash flow often increased at the distributors and wholesalers’ end and possibility of law and order or any untoward situation cannot be ignored.
Khaliq was of the view that energy conservation was dire need of the country, however, some alternate austerity measures should be taken.
B RECORDER
1.       FBR forms body to update 'NTN Master Index'

ISLAMABAD  (April 15, 2011) : The Federal Board of Revenue has constituted a high-level committee headed by Chief Commissioner Inland Revenue (IR) Large Taxpayer Unit (LTU) Lahore Khalid Aziz Banth for the cleansing of the 'NTN Master Index' to get rid of all irrelevant NTNs, which are not presently required to file returns. Sources told Business Recorder here on Thursday that the decision has been taken in the last Chief Commissioners conference.

Khawar Khurshid Butt FBR Member Inland Revenue informed the Chief Commissioners that the Master Index is of prime importance and its cleansing cannot be left to Pakistan Revenue Automation Limited (Pral). The respective units have to own the data and associate themselves actively with Pral so that the Master Index is updated. In this regard, the FBR has constituted a committee to formulate a standard operating procedure (SOP) in this regard, which will furnish its report on April 17, 2011.

The committee would be headed by a seasoned tax official Khalid Aziz Banth, Chief Commissioner IR, LTU, Lahore. The members of the committee included Ansar Javed, CCIR, RTO, Lahore, Mustafa Ashraf, CCIR, RTO-II, Lahore, Mrs Farida Amjad, CCIR, RTO, Islamabad, Dr Muhammad Iqbal, Commissioner IR, RTO, Faisalabad and Imtiaz Ahmad, General Manager, PRAL would work as member of the committee.

Sources said that the committee would operate in a systematic manner to update the "NTN Master Index". Firstly, the committee would formulate a SOP for cleansing of the NTNs' data maintained by the FBR. Secondly, the committee would initially focus on the NTNs issued in the last 1-2 years to enforce filing of returns by the concerned taxpayers. The initial period of last 1-2 years would be picked by the committee to check the status of NTN holders for filing of returns. Thirdly, the committee would gradually review the NTNs issued in the past years to check the status of the taxpayers, who have obtained the NTNs 3-5 years ago.

Fourthly, the cleansing of the 'NTN Master Index' would be an ongoing process to update the data of the FBR on regular basis. Fifthly, the committee would also identity cases where NTNs were obtained in the past for one time purposes like purchase of vehicle, abroad travel. The committee would also pinpoint the dormant cases and business which have been closed but their NTNs are still reflected in the 'NTN Master Index'. Presently, out of 3.1 million NTN holders, around 2.2 million have filed the returns, pointing towards checking of the 'NTN Master Index', sources added.
2.       Foreign Secretary to visit US on April 21

ISLAMABAD  (April 15, 2011) : Foreign Secretary Salman Bashir would visit Washington on April 21-22 to convince Obama Administration that drone attacks in tribal belt of the country were 'core irritant' in fighting militancy.

"Foreign Secretary will visit Washington D.C. on April 21 and 22 on the invitation of the United States to hold consultations on a broad range of issues, including bilateral relations, matters pertaining to counter-terrorism and Afghanistan as well as ongoing developments in the Middle East and North Africa," foreign Office spokesperson Tehmina Janjua told a weekly press briefing here on Thursday.

A deadly drone attack that killed over 40 after the release of CIA contractor Raymond Davis had once again strained Pak-US relations and had prompted civil and military leaders to protest strongly over such attacks. Inter-Services Intelligence (ISI) chief Ahmed Shuja Pasha went to Washington and held a meeting with CIA chief Leon Panetta but no sooner did he reach home a US drone fired missiles at Angoor Adda on April 13 (Wednesday). And once again Foreign Secretary lodged protest to the US Ambassador. However, the Foreign Office spokesperson said that Pakistan attaches "great importance to its ties with US."

"We have a multi-track engagement with the US. Law enforcement and counter-terrorism is one such track. All discussions with regard to counter-terrorism take place within the context of the law enforcement and counter-terrorism," she added. She said that Pakistan's policy on drone attacks was very clear and its leadership besides condemning the attacks had conveyed its resentment to the United States leaders time and again. "Pakistan has repeatedly taken up the matter with the US at all levels," she added.

Replying to a question on Pak-India relations, Tehmina Janjua said commerce secretaries of both the countries would meet in Islamabad on April 27 and 28 under the resumed dialogue process to discuss ways and means for promoting economic and commercial co-operation. In addition, she said that as decided in the meeting of Pakistan-India interior secretaries, the members of the Judicial Committee comprising retired judges on prisoners would visit Pakistan from April 19 to 23.

In response to Indian media reports regarding presence of Chinese troops on the Line of Control (LoC), the spokesperson referred to a statement issued by Chinese Foreign Office that contradicted the reports. "Pakistan-China relations are multi-faceted and we cooperate in a number of fields. There is no reason for any country to be threatened by this relationship. Pakistan and China are striving for the common objective of peace and development in this region," she added.

Earlier, while discussing President Asif Ali Zardari's visit to Turkey, she said that the President had excellent meetings with the Turkish leadership and both the counties had agreed to enhance economic relations. Pakistan and Turkey also agreed to double the trade to $2 billion as well as working closely to enhance bilateral financial and banking sector co-operation, she added. The spokesperson also told the briefing that Prime Minister Yousuf Raza Gilani would visit Afghanistan on April 16 on an invitation extended by Afghan President Hamid Karzai.
3.       Unavailability of gas hampering textile exports
FAISALABAD  (April 15, 2011) : Unavailabil-ity of gas for 12 days a month is hampering textile exports and foreign buyers are unhappy with Pakistani exporters and now awarding export orders to India, Bangladesh, China and Sri Lanka.

Talking about the negative impact of gas and electricity loadshedding on textile exports and industrial activities, Wasim Latif, Chairman and Adil Manzoor Ellahi, Vice Chairman, Pakistan Textile Exporters Association said here on Thursday not only the textile exports and productions have decreased sharply but the graph of unemployment has also gone up as a large number of industrial units have been closed down, they said. Instead of coming up with some sort of relief, the industry is being pushed to the wall, they added. Due to loadshedding, the textile production capacity of various sub sectors has been reduced up to 50 percent and cost of production has also risen as some industrialists use alternative sources of energy, they said. Due to this situation, 60 to 70 percent of the industry is badly affected and is unable to accept export orders, they stated.

Latif was of the view that serious trouble lies ahead for industrial sector unless the government overcomes shortage of energy. He said that the output of the industrial sector has declined sharply owing to electricity and gas shortages. With constant loadshedding impeding industrial growth, sky-rocketing prices of electricity and gas, textile exporters are finding it increasingly hard to survive, he opined. The gas shortage in conjunction with electricity shortage has forced a large number of industrialists to close down their businesses.

Thousands of daily wage earners are facing another dilemma as gas supply was suspended to industrial units, he added. He further said that the problem has resulted in the loss of more than 300,000 jobs and is inflicting on the industrial sector alone an annual loss of millions of dollars.

Adil Manzoor said that government still could not develop long-term strategy and planning to tackle energy crisis, which is putting an adverse affect on the production. Especially exporters of textile were in deep trouble, because they would not be able to produce and export textile products at the given time frame. Industrialists were risking everything to keep the wheel of economy running.

However, the government was not paying heed to their problems due to which they have been pushed to the wall, he lamented. The textile industry is providing jobs to millions of people apart from paying good amount of tax. But the cold shoulder approach of the government was hurting their businesses sending many industrial units on the verge of closure which could render a large number of workers jobless, he added. Adil said that textile exporters are playing vital role in strengthening the economy and if export trade suffers, it will directly hit the economy.
4.       Incorporated in Draft Report Ministry expresses concern over PC's recommendations
LAHORE  (April 15, 2011) : The Ministry of Industry and Production (MOI&P) while intimating its conflicting view on the Planning Commission's recommendations regarding tariff rationalisation, termed it a paradigm shift in the government policies of providing even playing field to the local industry in relation to substitutes and promoting indigenisation.

The sources told Business Recorder on Thursday that the Ministry expressed its concern over the recommendations, incorporated in the Draft Report on "Pakistan's Trade Policies-Future Directions". The ministry informed the Planning Commission that the proposals would have far-reaching implications on the local industry. It was further stated that the tariff concessions proposed in the Draft Report could be misused by the industry operating in the informal sector while it would not benefit to the exchequer, and the industry as well.

About the proposal to keep the import tariff low and uniform, the ministry said the customs tariff is usually based on internationally accepted Harmonised Commodity Coding and Description System. The method adopted in this system is its movement from simple to complex products while the method is not only followed intra chapter, but also within chapters of customs tariff internationally.

The dynamics of each commodity is counterproductive whereas the import tariff reflects the policies of the government. The tariff is also subjected to bindings agreed by the Government of Pakistan in WTO, besides those agreed bilaterally with various countries.

As far as bringing all the tariffs down to a maximum advalorem rate of 10 percent, the Ministry was of the view that under the existing scheme, majority of imports are subjected to lower rates in the range of 0-25 percent. Hence, lowering tariff rates and subsequent diminishing tax revenues, would not only hurt the local industry but would also cause substantial loss to the national exchequer. It should also be taken into consideration that developed economies consider 15 percent duty rate as "Tariff Peak". Zero-percent tariff, wherever applied, is either on basic raw materials or other inputs not available in their country. However, the finished products having no duty are only viable in the presence of strong technological advantages.

A general uniform rate from zero to ten percent would not only increase trade deficit but also would also erode exchange reserves, severely hurt local manufacturing, increase unemployment, increase poverty, and bring an overall economic misery. In view of this, the Ministry is of the considered opinion that all tariffs above 25 percent should be discussed individually. Moreover, the import tariffs cannot be reduced to the extent that future potential of industrial development is compromised.

The government is already facing problems in negotiating Free Trade Agreements (FTA) with various countries as it has little to offer to its trading partners due to already lowered tariff rates. Tariff on materials and goods not produced locally cannot be arbitrarily reduced so that leverage is available in negotiations. The ministry, in a reply to the Planning Commission, said the MOI&P supports liberalisation of trade through gradual reduction of tariffs, which should be carried out in close consultation with all the relevant stakeholders in a phased manner and by way of a thorough study of Effective Rate of Tariff Protection (EPR) by the National Tariff Commission.

The same tariffs on individual products for all importers including commercial importers is not feasible, as concessionaire tariffs are provided for inputs considered necessary for making the industry competitive with imports, and not for commercial trading activity. Concession is provided on inputs, which have multiple uses and are specific to priority industry, which requires time to acquire production efficiency. Moreover, checks and balances are required to be maintained as Pakistan face challenges in shape of trade deficit, revenue generation, employment creation and developing priority sectors. In this situation a balance needs to be created through targeted efforts.

Regarding the abolition of present regulatory duties, the Ministry contended the regulatory duties are levied not to generate revenues, but to regulate consumption/imports of certain items. Presently, only a few luxury items are subjected to regulatory duty. Thus the proposal may open floodgate for inferior quality imports, besides adversely affecting domestic industry.

Regarding slashing 25 percent tariff on cars and 15-20 percent on motorcycle followed by further cut to a maximum of 10 percent, the Ministry said the auto industry is considered mother of all industries and engine of growth due to its multiplier effect. The uniform tariff for all cars irrespective of engine capacity, as suggested in the Draft Report, may not have a notable impact on smaller cars as the price gap between the local and imported cars is visibly higher. The ministry also refused to support reduction in tariff on motorcycles in CBU condition, so as to ensure growth of local industry.
5.       PTA chairman condemns gas closure, power loadshedding
KARACHI  (April 15, 2011) : Chairman, Pakistan Tanners' Association (PTA), Khurshid Alam has once again strongly condemned in a press statement issued on Thursday to the gas closure and electricity load shedding in country specially in the leather industry of Pakistan, which is already confronting severe crisis of its history, which is certainly causing great hardships in the production to fulfil the export orders committed by the PTA's members with their valued foreign buyers/customers

Khurshid Alam, Chairman, Pakistan Tanners Association also informed to the print and electronic media in his press briefing that PTA's members, who were vigorously engaged in the promotion of country's exports are now unable to compete the international prices of finished leather after value addition being offered by the Chinese, Indian, Bangladeshi leather manufacturers as experienced during the participation in world mega event of the leather industry ie Asia Pacific Leather Fair held from 30th March to 1st April, 2011 at Hong Kong owing to these inevitable circumstances of gas suspension, frequent electric load shedding, high production cost, unavailability of raw materials, unnecessary burden of taxes imposed by the Government of Pakistan on leather industry of Pakistan and already loosing valued export orders from their potential foreign buyers/customers, which is bringing adverse affect to the clientele in general and loosing the precious foreign exchange in particular.

This alarming situation has repeatedly been brought into the notice through press releases and special PTA's letters addressed to the President of Pakistan, Prime Minister of Pakistan, Commerce Minister, Chairman, FBR, Finance Minister and other concerned ministries/departments, but nothing has come out as yet, besides the situation is being converted from deteriorated to worst day by day specially for leather industry of Pakistan.

The Chairman, PTA, Khurshid Alam apprehended that if this critical situation may not be addressed immediately for the restoration of gas and power supply to the leather industry frequently specially in Punjab, then PTA's members would have no choice to join the agitation/protest already announced by other business communities in Pakistan.-PR
6.       IMF's letter of discomfort!
EDITORIAL  (April 15, 2011) : The latest statement issued by the International Monetary Fund (IMF) can easily be construed as a "Letter of Discomfort (LOD)" in marked contrast to the Letter of Comfort (LOC) that was actively being sought by the country's economic team led by Dr Hafeez Sheikh.

The LOC was considered critical to the release of assistance from other multilaterals as well as bilaterals, linking their desperately needed pledged outflows to Pakistan with adherence to a rigidly IMF-monitored reform agenda. What must be particularly irksome to the country's executive is the unambiguous IMF assessment that structural reforms moved during late 2008 (the Stand-By Arrangement with the IMF was signed on 20th November, 2008) when an abrasive Shaukat Tarin was in-charge of the Finance Ministry who had reportedly alienated several of his cabinet colleagues by insisting on greater transparency in awarding of the contracts, including in the highly controversial rental power projects; but, the IMF adds ominously, structural reforms "have been retarded or reversed in 2010 and 2011," the period of tenure of the present lot of our economic team.

What is significant is that blame for poor compliance with respect to structural reforms was not squarely laid by the IMF on external factors including the ongoing global recession and the devastating floods in August. Instead the IMF argued that while in 2008, 2009 "steps were taken to strengthen bank supervision, bolster social safety net, reform petroleum pricing and taxation and liberalise the foreign exchange market," yet progress made through the promulgation of the three presidential ordinances on March 15 with a validity of three months and the issuance of the statutory regulatory order the same day envisaging the reduction of exemptions was "much delayed...and its scope has been far narrower than earlier envisaged." In short, the IMF contends that compliance with the agreed reform agenda remains an issue, a contention that is unlikely to lead to successful completion of the fifth review, a prerequisite to the release of the tranche.

This bodes ill for the credibility of the recent statements emanating from the Ministry of Finance that held out hope that the economic team would be able to successfully persuade the IMF/World Bank during its participation in the summer meetings in Washington DC, ongoing at the moment, to hold the fifth review in May as a prelude to the release of the second-last tranche prior to the end of the current fiscal year on 30th June.

The disturbing IMF assessment has been echoed in the State Bank's second quarterly report, which states that "Pakistan's discussions with the IMF have been difficult primarily because of socio-political resistance to paying taxes. Hence it is not surprising that (the IMF) programme is suspended and even some of the recent tax measures maybe viewed as second-best, being one-off nature." Additionally the report urges the government to closely monitor the status of the IMF programme and fiscal pressures. In short, the SBP considers successful completion of the IMF reform programme stalled due to failure to increase revenue as necessary for the economic health of the country.

There is unanimity of opinion between the SBP report and the IMF statement as to two major reasons for the stalled IMF programme namely (i) political uncertainty resulting in weak governance that has compelled the government to reverse or postpone unpopular economic decisions including raising the price of oil to the international level as well as continuing to subsidise electricity rates and (ii) law and order issues. Political uncertainty stems from the fact that the PPP government is a minority government and can be held hostage by its coalition partners. However, it is critical for the government to acknowledge that its prime responsibility to those that voted it to power is to take unpopular but economically needed decisions and not fall back on its mantra of reconciliation and consensus that is the reason for the delay in the implementation of the structural reform process. Instead the government must understand that if structural reforms are made effective the consequent economic growth would raise its popularity ratings that no other party would be able to erode. Half-hearted measures cause greater uncertainty in the minds of the general public without providing any relief with respect to two indicators that matter to the general public namely food inflation and unemployment.
KARACHI: The following are April 15, State Bank conversion rates for foreign currency deposits, dollar bearer certificates, foreign currency bearer certificates and special US dollar bonds.

US dollar             Rs   84.2627
Japanese yen    Rs     1.0119
Pound sterling    Rs 137.4661
Euro    Rs 121.2961

LIBOR
The following is Libor rate for calculating interest on special US dollar bonds for April  14.

Libor
For 6 months    0.44%
