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           26th March, 2019 

 
 
EAC’s recommendation 
The Economic Advisory Council, sans the three expatriate Pakistani economists holding noteworthy 
positions in foreign countries whose names were included by none other than Prime Minister Imran Khan 
and later dropped, has recommended that the collection of agriculture income tax be transferred to the 
Federal Board of Revenue (FBR) and the amount generated be credited to each province directly and not be 
made part of the federal divisible pool. This would preempt the need for an amendment in the constitution 
and at the same time allow the FBR to levy a rate commensurate with the income rate payable by other 
income groups. The provinces may not oppose this move as their revenue would rise and with it the capacity 
of each province to undertake full responsibility for all the devolved subjects, including education, health 
and agriculture, as per the 2010 18th Constitutional Amendment. This in turn would not only raise the 
capacity of provinces' to generate surplus for balancing the federal budget but also lower federal government 
outlay on these devolved subjects. Or in other words, a win-win situation for provincial and federal 
governments. 
 
Those who may point to Pakistan Tehrik-i-Insaaf's (PTI's) government in the centre, a non-status quo party, 
as a possible major player in the implementation of EAC's recommendation need reminding that our 
parliaments, federal and provincial, remain heavily represented by the rich landlords. This was 
acknowledged by the World Bank Pakistan@100 report which states that, "an increasingly unequal 
distribution of landholdings... and a failure to reform a land tenure and agricultural system that significantly 
favoured large landholders gave rise to a politically influential landholding class in the agriculture sector." 
In other words, it may be a serious challenge for the Khan administration to implement this recommendation 
even in provincial assemblies where PTI forms a government, particularly where it has a coalition 
government as in Punjab, leave alone in Sindh where PTI is not in power. A more appropriate suggestion by 
the EAC would have been to recommend a time bound action plan to reform the land tenure and agriculture 
system in the country before embarking on this recommendation. 
 
Dr Hafiz Pasha, former finance minister and an eminent economist, while addressing a recently-held 
National Tax Conference organised by the Institute of Chartered Accountants of Pakistan urged the 
government to undertake 10 percent audit which he estimated would generate between 150 to 200 billion 
rupees and end the culture of issuing statutory regulatory orders (SROs) that grant special concessions to 
specific groups. Both these suggestions also conform to PTI's manifesto and the International Monetary 
Fund's (IMF's) standard normal conditions requiring a country seeking a bailout package to expand the 
purview of audit as well as not to issue sector specific fiscal incentives. 
 
Other tax reform measures were also recommended during the conference including (i) integration of all tax 
revenue authorities, federal and provincial, in a way that each authority would provide a one-window 
solution for the taxpayer enabling inter-adjustment of refunds and one return for both federal and provincial 
authorities; (ii) invoice verification software STRIVE to be implemented at the provincial level; and (iii) 
FBR should coordinate with all relevant authorities given that all major transactions require a CNIC number. 
 
Most if not all the recommendations for tax reforms have been gathering dust in the relevant ministries for 
decades, the outcome of numerous studies by multilateral and bilateral consultants. Failure to implement 
these reforms may be attributed to lacunae in the tax system as well as opposition by the two elite groups 
highlighted in the Pakistan@100 report. Unless the PTI government can deal with these elite groups that 
oppose fiscal reforms little is likely to change. 
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