REFLECTIONS
 
WEALTH REACHES BOTH BELIEVERS AND UNBELIEVERS (KAFIR),WHILE KNOWLEDGE IS RESERVED ONLY FOR THOSE WHO ARE WORTHY OF IT
(HAZRAT ALI R.A) 
 

1. 15 Percent Of Cotton Crop Lost ICAC 
(Business Recorder 19-08-2010)
WASHINGTON (August 19 2010): Pakistan lost 15 percent of its cotton crop to flooding, an international farm group estimated, which would reduce the harvest to 1.9 million tonnes. The International Cotton Advisory Committee secretariat said in a statement on Tuesday that "best guesses are that 6-8 percent of the total cotton area has been lost entirely."

Additional losses will come from pests such as bollworms and water-logging of plants. "While considerable uncertainty remains, the secretariat is revising its estimate of the 2010/11 Pakistan crop down by 15% to 1.9 million tonnes," said the statement, from the earlier 2.2 million tonnes. It estimated cotton mill consumption in Pakistan would fall by 100,000 tonnes. Pakistan is one of the world's largest cotton growers along with China, India, the United States and Brazil and is a leading miller.
 
2. Bank Holiday 
(Dawn 19-08-2010
BANKS observe a holiday on the first of Ramazan on account of Zakat deduction from account holders’ accounts. 

This was practised when bank accounts were manually maintained in ledgers and books. There was no computerised system, hence calculating and deducting Zakat from the accounts was a tedious task. 

In this age of information, a simple programme can be developed and run to deduct 2.5 per cent Zakat from all savings accounts which have a balance threshold required to pay Zakat. A day’s holiday can, therefore, be avoided. 

WAQAS AHMED PAI 
Karachi
 
3. Conversion Rates 
(Dawn 19-08-2010)
KARACHI: The following are August 18, State Bank conversion rates for foreign currency deposits, dollar bearer certificates, foreign currency bearer certificates and special US dollar bonds.

US dollar Rs 85.6492
Japanese yen Rs 1.0043
Pound sterling Rs 134.2637
Euro Rs 110.4875

LIBOR

The following is Libor rate for calculating interest on special US dollar bonds for August 17.

Libor
For 6 months 0.59%
 
4. GI Registration Of Pakistani Products TDAP May Be Mandated To Apply 
(Business Recorder 19-08-2010)
ISLAMABAD (August 19 2010): The government is likely to mandate the Trade Development Authority (TDAP) to apply for Geographical Indication (GI) registration of Pakistani products in Pakistan and abroad, official souurces told Business Recorder. Presently, no public sector organisation has the mandate to apply and hold GI registration.

Sources said that delay is damaging national interests as India has already initiated the process of registering Basmati as GI product. According to sources, Commerce Ministry is requesting Prime Minister Yousaf Raza Gilani to direct Intellectual Property Organisation (IPO) and Law Division to fast-track GI law.

Geographical Indication in relation to goods refers to an indication which identifies such goods as originating or manufactured or produced in a territory of a qualifying country or a region or a locality of a qualifying country, where a given quality, reputation or other characteristic of such goods, is essentially attributable to its geographical origin.

Globally, GI is given to products with a reputation attributable to its place of origin or the area where it is manufactured. GI is highlighted during the marketing of the product which fetches a higher value. GI is provided to products with a reputation attributable to its place of origin or the area of its manufacture.

In 2007, India had asked Pakistan to expedite the process of filing joint applications for the registration of Geographical Indication of Basmati rice. Indian Commerce and Industry Minister wrote to Pakistan government seeking information on the basmati locations in order to register the GI application jointly.

In May 2008, Punjab Minister Raja Riaz had stated that the provincial Commerce and Investment Department is running a project entitled 'Registration of Geographical Indications' to ensure registration of specific products of Punjab as Geographical Indications that fulfil the criteria of being a GI as laid down in the Agreement on Trade Related Aspects of Intellectual Property Rights (TRIPs) under World Trade Organisation (WTO).

The project has identified certain products from Punjab for registration as GI, namely Basmati Rice, Punjab Heritage products including Phulkari, Chiniot wood work, Gujrat Pashmina, Sharakpur Guava, Multan Mango, Sargodha Kinnows and other livestock breeds. It is unclear what progress has been made so far in this direction as India is actively pursing its case.
 
5. Special Tax Rate On Profitable Sectors To Be An Ideal Substitute For 'Flood Surcharge Experts  
(Business Recorder 19-08-2010)
ISLAMABAD (August 19 2010): The special tax rate on profitable sectors like banking, insurance, oil and gas exploration and production companies for a period of one year would be an ideal substitute for 'flood surcharge', ranging between 5 and 10 percent. Talking to Business Recorder, tax experts told Business Recorder here on Wednesday that special sectors, where profit margins are comparatively high, could be subjected to additional tax for a one-year period.

The special tax rate could be applicable on specific sectors earning extraordinary profits like banks and financial institutions. As far as 'flood surcharge' is concerned, it is always inflationary as its burden is passed on to the consumers. On the other hand, 'flood surcharge' would be comparatively less inflationary on direct tax where it is applicable on payable tax.

Referring to international practices, experts said that Lanka had imposed income tax surcharge as well as special tax after tsunami to generate additional revenue. Sources said that proposed 'flood surcharge', ranging between 5 and 10 percent, would have severe inflationary impact on different categories of taxpayers, particularly salaried class, whose tax is deducted at source.

The exact inflationary impact of the 'flood surcharge' could be ascertained after promulgation of the presidential ordinance. In case 10 percent 'flood surcharge' is imposed on the salaried class earning taxable income, it would put an extra burden of 10 percent on the already deducted tax. This would have serious impact on the salaried class already over-burdened due to inflation and rising utility bills. The inflationary impact of surcharge on the salaried class could be avoided by targeting sectors with huge turnover and earning extraordinary profits. If 'flood surcharge' is extended to the manufacturing sector, it would increase their cost of doing business due to extra levy on their tax payable.

Analysts say that the government, instead of opting for flood surcharge, should withdraw tax exemptions to powerful lobbies, bring services sector and professionals under the tax net, reduce federal and provincial cabinet size substantially and control corruption in public sector organisations. In addition, discretionary incomes of Prime Minister, Chief Ministers, Governors and public sector organisation should be abolished to divert resources for rehabilitation and reconstruction of flood affectees.

Shahid Hassan, a well known economist, said that any new tax would be another disaster for the country because this would increase cost of doing business and decelerate already slow moving economy. The result of a levy at import level would be inflationary and negatively impact on industrial output, which is already struggling, given the power crisis. In addition, this would make Pakistan exports uncompetitive.

He said that Pakistan has been lowest-growth and lowest tax-to-GDP ratio country regionally, "while we are the highest in terms of inflation". Any tax measure that may further increase inflation may be disastrous for the economy and the common man, he said. The prices of essential commodities are already escalating in the aftermath of floods that destroyed all crops, he added.

Hassan said that this is the right time for the government to tax those sectors which might have been difficult to bring under the tax net under normal circumstances. The need is to bring the services and property sectors into the tax net as well as tax the income of the rich landlords.

Dr Zafar Mateen Nasir, of Pakistan Institute of Development Economics, said that the government is facing serious challenge of credibility and must not resort to anything that could infuriate the people already annoyed over the government's response in the wake of floods.
