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           12th June, 2019 

 
 
Budget proposals in line with expectations: PBC CEO 
Ehsan Malik, CEO Pakistan Business Council has commented on the budget speech: Given the state 
of the economy and the preconditions of the IMF programme, the budget proposals are in line with 
expectations, yet unlikely to please everyone. The withdrawal of sales tax exemption on the zero-
rated export sector was expected. 
 
Assurance of "immediate and automated" sales tax refunds on genuine exports will be met with 
skepticism, given the record to date. On the other hand, the government is to be congratulated for 
finding the fiscal space for cascading import duties to encourage domestic manufacturing and import 
substitution. Another positive for local industry is the withdrawal of presumptive tax on commercial 
importers and lower duties on goods prone to misuse of the Afghan Transit Treaty. However, it is 
regrettable that tax credit on investment required for much needed enhancement in production 
capacity has been reduced instead of being increased. 
 
The earlier separation of Policy and now Audit from Collection of tax should strengthen the tax 
regime. Delaying reduction in corporate tax rate as promised earlier is understandable given the 
resource crunch. Holding the sales tax rate at 17 percent is a big relief for the formal sector as higher 
rate would have increased the incentive to evade. 
 
The increase in the tax burden on the salaried employees is unfortunate, especially given the 
expected inflation from a host of additional taxes on daily necessities. Higher tax on dividend 
income, without removal of cascading tax on inter-corporate dividends works against capital 
formation, consolidation, scale and wider shareholding. 
 
At the same time, higher tax on profit from debt will not promote savings from the lowest in South 
Asia or the development of the debt market. The government should at the very least consider lower 
rates on profit from debt for retired people. The change in the taxation regime for real estate, together 
with the Asset Declaration Ordinance should also be positive for the formal economy. 
 
Finally, whilst most of the speech focused on tax measures, little was mentioned on steps to control 
expenses. Overall, given the economic constraints, the budget proposals are good first steps to 
reverse the premature deindustrialization of the country and will need to be sharpened and 
augmented as the fiscal space permits in coming years.-PR 
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