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             16th June, 2020 
 RECORDER REPORT 
 
 
APTMA says budget has failed to address critical issues 
KARACHI: The All Pakistan Textile Mills Association (APTMA) has said that the 
proposed budget for FY2020-21 has completely failed in addressing serious industry 
issues in the light of the worldwide crisis created by Covid-19. This is likely to lead to 
large-scale unemployment and closures as the market dynamics have changed 
significantly in the midst of the Covid-19 crisis.  
 
“Bold and direct steps were required to retain our export earnings and maintain 
employment in a shrinking world market due to lack of demand, especially for textiles 
which constitute 60 percent of export earnings,” the APTMA said. 
 
“Our balance of payments position is likely to worsen as a result of the lack of 
appreciation of the issues facing exports and the expected 20 percent drop in 
remittances (World Bank estimate) due to large-scale layoffs in the Gulf countries and 
Saudi Arabia,” it added. 
 
APTMA urged the government to resolve the following issues at the earliest. 
 
Provision of regionally competitive energy prices: Continuation of regionally 
competitive fixed electricity tariff at 7.5 cents/KWh and $6.5 per MMBTU for RLNG/gas 
across the value chain to ensure competitive export pricing. 
 
Non-continuation of regionally competitive energy rates will lead to direct closure of 
around 30 percent of factories within six months. 
 
Unless corrected, as of July 1, 2020, exporting sectors will be charged Rs24/ kwh as 
normal B3 industrial tariff instead of Rs12 earlier and even if RLNG is continued at 
$6.5/MMBTU this contrasts with $3.5 RLNG/gas tariff in India and Bangladesh. 
 
Meanwhile, electricity prices in India have seen a further drop of 16 percent over the 
last 2 months while currently averaging about 7.2 cents/kwh for industry. Energy 
accounts for 35 percent of conversion costs in the textile value chain and therefore 
competitive pricing of exports is highly sensitive to energy pricing. 
 
It had been agreed that Rs20 billion will be allocated for energy for use in maintaining 
7.5 cents/kwh for electricity and $6.5/MMBTU for RLNG/gas. The budget, however, 
only allocates Rs10 billion for RLNG. Competing countries are already poised to combat 
highly competitive market conditions through cheaper electricity and gas rates. Zero 
rating/17 percent GST: Continuation of 17 percent GST is not sustainable as by design 
GST refunds of 5 months remain in pipeline. As a result Rs20 billion per month has 
shifted from the coffers of the industry to FBR (amounts to Rs100 billion-plus which is 
in process at all times). 
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This has increased the cost of doing business by about 6 percent. 
 
Sales tax exemption on imports through bond, EOU and DTRE would be withdrawn 
immediately. 
 
17 percent is a very high level incentive to cheat. A lower rate would: a) allow proper 
documentation; b) increase FBR revenue through wider application; and c) allow 
organized domestic retailers to compete in the 13-billion-dollar domestic textile 
market. 
 
The APTMA requested the government to restore zero-rating or to reduce sales tax rate 
to 5 percent across the value chain. 
 
1.5 percent turnover tax/minimum tax: This tax increases cost of exports by an average 
5-6 percent as the tax is levied on the same goods multiple times as it passes through 
the value chain. 
 
The textile industry works on very slim margins, and turnover tax acts as an accelerator 
to early closure of mills. Continuation of 1.5 percent turnover tax in a situation where 
there will be no profitability is completely unjustified. 
 
MMF and polyester staple fiber: There is a 7-percent customs duty on the import of 
polyester staple fiber with total import expenses in the range of 20% including 
antidumping duty. 


