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The Pakistan Business Council (PBC) is a think tank and business advocacy body composed of the leading 

private sector businesses, including multi-national companies in Pakistan. Its members’ sales represent 

every ninth Rupee of country’s GDP and they contribute 20% each to the national tax revenue and 

annual exports. Together they employ over two million in their value-chains. PBC members thus have a 

very significant stake in Pakistan’s economy and a deep commitment to fostering its growth. 

Established in 2005, PBC has attempted to develop a national consensus around its key objectives: 

- Creation of jobs 

- Value-added exports 

- Import substitution 

- Broadening of the tax base to enhance revenue for sustainable and inclusive development 

An important forum through which the PBC advocates policies to meet its aforementioned objectives is 

the Pakistan Economic Forum (PEF). The fourth PEF was held in January 2018 with a particular focus on 

the “Make in Pakistan” thrust. Domestic industry has been undermined by fragmented and unaligned 

policies, poorly negotiated trade agreements and a fiscal regime that favours imports. Millions of jobs 

have been lost and Pakistan has had to knock on IMF’s door on twelve occasions in the last twenty-eight 

years. Presently, the country faces an acute challenge on its external account. Only fundamental reforms 

can revive domestic industry and restore balance of payments. Attached is a collection of material 

presented at the PEF in support of the Make in Pakistan thrust. 

With general elections approaching, PBC, as part of the national consensus building exercise, has 

summarized the key policy actions that political parties should agree to adopt. The building blocks 

around which PBC is engaging with the main political parties are attached. We intend to publish in due 

course the outcome of these discussions as reflected in each political party’s manifesto. At the same 

time, we continue to engage with other stakeholders in our quest for growth of employment, value 

added exports, import substitution and a broader tax base from more equitable fiscal policy. 
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Chief Executive Officer 
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The Pakistan Business Council 

 Building Blocks for Political Party Manifestos 2018 

 

The Pakistan Business Council (PBC) believes that the foremost socio-economic need of Pakistan is 

livelihoods for the 3 million people that reach the age of employment each year. A market of over 200 

million people provides domestic manufacturing and service industries the opportunity to gain scale and 

become competitive, both locally and globally. With this advantage, Pakistan can reduce its reliance on 

imports and find markets for value-added exports abroad. Pakistan has been to the IMF on 12 occasions 

in the last 28 years. A “Make in Pakistan” policy will address some of the fundamental fault lines in the 

economy. Essential enablers of scale and competitiveness are: level playing field with the informal 

sector; more equitable and broader tax base; tariffs that promote manufacturing over commercial 

imports; fiscal policy which facilitates capital accumulation and consolidation; and tax rates which 

encourage more transparent corporate structures over unincorporated entities. Pakistan’s agriculture, 

livestock and dairy potential is vast but yield and quality is below global standards. This denies farmers 

adequate returns and industry, the key inputs for value-addition and exports. Pakistan is a signatory to 

the UN Social Development Goals and the government and industry can work together towards more 

inclusive and sustainable growth. 

The building blocks below have been developed to assist political parties to incorporate PBC’s main 

recommendations in their manifestos in the run up to the general elections: 

 

Main impediments for the 
formal/corporate sector 

Policy Directions/Key Actions 

• Unaligned, fragmented and 
inconsistent government 
policies with respect to 
domestic industry 

• Comprehensive alignment of fiscal, trade, industrial, labour and 
agriculture polices to promote domestic industry and thereby 
employment, import substitution and value-added exports 
 

• Weak infrastructure and utilities 
in industrial areas 

• Develop “Plug and Play” industrial estates to accelerate 
investment, especially in less-developed areas. Ensure these are 
protected from speculative investors 

• High energy cost 
 

• Prioritize industry over domestic users in setting tariffs  

• Reduce cost to levels in India and Bangladesh 

• Indigenize fuel sources by tapping shale and tight reserves 

• Reduce T&D losses 

• Encourage renewables 

• Despite devolution, there is one 
uniform minimum wage across 
the country. It is higher than 
India and Bangladesh and 

• Differentiated minimum wages (or provide subsidies) to 
encourage the formal sector to relocate to less developed areas 
and to become more competitive. Also, to stem the rate of 
urbanization. 
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discourages relocation of the 
formal sector from cities to rural 
areas 

 

• Poorly negotiated trade 
agreements 
 
 

• Trade agreements must seek to maximize job creation through 
value-added exports and by facilitating import of materials that 
lead to import substitution of finished goods.  

• Agreements must balance impact on national tax revenue 

• Achieve parity with ASEAN for exports from Pakistan under the 
China FTA. Phase further access to imports in such a way as to 
incentivize the Chinese to invest in production in Pakistan 

• Safeguard Pakistan’s manufacturing potential in the proposed 
FTAs with Turkey and Thailand in particular  

• Non-cascading import tariffs • Zero import duty on RMs not locally produced; highest duty on 
finished goods made (or potential to make) in Pakistan 

• Rampant under-invoicing • ITPs and quantitative/weight checks on valuations 

• Misuse of Afghan transit facility • Collect all Pakistan duties and taxes on transit goods; refund to 
Afghan Government upon export 

• Brazen sale of smuggled goods • Provinces and Customs to cooperate in the clamp down 

• Narrow tax base 
 

• Separate tax policy from tax administration 

• Address technology and talent gaps of the FBR that prevent 
harvesting of data available to broaden the tax base 

• High tax rates, especially GST 
 

• Gradually reduce corporate tax rates to make them regionally 
competitive.  

• GST at 17% in a poorly documented economy provides incentive 
to evade. Gradually reduce, ensuring full VAT mode  

• Multiple taxes esp. since the 
18th Amendment 

• Unify taxes, returns and collection under a National Tax 
Authority. Resolve inter-provincial jurisdiction issues 

• Fiscal discrimination against 
manufacturing 
 

• Withdraw presumptive/final taxes that enable grossly under-
invoiced commercial importers to get away without filing returns 
and accounting for profit. All those in taxable activities must file 
tax returns 

• Startups and new ventures are 
discouraged by minimum taxes 
based on turnover, by denial of 
depreciation allowances and 
through restrictions on venture 
capital funding 

• As a principle, taxes should be levied on profit, not on turnover. 
Startups should be supported by up to 3 years of tax exemption. 
Depreciation and other allowances should be permitted in full to 
help cash flow in the early period of a new business 

• Banks should be allowed to take up to 5% exposure of bank 
capital in venture capital funding. Presently the restriction is 5% 
of the investee company’s capital 

• Established businesses and high net worth individuals should be 
incentivized to invest in venture capital 

• Growth of internet-based 
businesses is thwarted by 
heavily taxed cellular and fixed 
line broadband 

• Reduce taxes on cellular and fixed line broadband to 
exponentially grow high-speed connectivity. Pakistan has 
significant potential in IT services, Outsourcing, E-Commerce.  
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• Discrimination against the 
formal, corporate sector 
 

• Harmonize the effective tax rates between shareholders of 
companies and owners of unincorporated entities. The former is 
significantly higher due to incidence of taxes on distribution. 

• Stop discouraging capital accumulation and consolidation. 
Withdraw Super Tax, Tax on under-40% annual profit 
distribution, Tax on bonus shares, tax on inter-corporate 
dividends. Restore group taxation to FA 2007 basis 

• Amend Companies Act 2017 to remove sections that 
discriminate against the corporate sector 

• Inefficient and expensive 
logistics  

• Comprehensively restructure port handling, storage and 
transportation to enable Pakistan to match global standards and 
gain a fair share of the CPEC transit movement 

• Low agricultural, livestock and 
dairy yields, weak supply chain 
and poor conversion industry 
 

• Shift focus (and incentives) from surplus wheat and sugar to 
cotton, fruits and vegetables, oil-seed cultivation. Latter to stem 
imports of edible oils 

• Step up research, especially in seeds 

• Facilitate land levelling, tailored application of pesticides and 
fertilizers 

• Expedite water course maintenance and invest in water storage 
to boost agriculture as also to preserve this increasingly scarce 
resource 

❖ A $1 Bn potential addition to the economy is estimated 
per million acre-feet 

❖ 22 mn more acres could be irrigated in Southern Punjab, 
Sindh, Southern KP and Eastern Baluchistan 

❖ Our canal efficiency is just 33% vs. global average of 90% 
❖ Pakistan’s reservoirs can store only 10% vs. 40% global 

norm. Storage capacity is 30 days vs. 120 days minimum 
required 

❖ Additionally, securing supply under the Indus Water 
Treaty and from the Kabul River are also crucial 

• Shift livestock and dairy to professional breeding and feeding 

• Ensure a harmonized national food standard, consistent with 
Codex Alimentarius. Provincial Food Authorities should oversee 
implementation, not standard setting, which should be a 
national task 

• Short term, erratic export 
packages 
 

• Move from transactional short-term export incentives to a 
transformational long-term export strategy  

• Automate rebates. Release stuck-up refunds 

• Provide textiles industry in particular the confidence to invest in 
sophistication, thereby facilitating product and destination 
diversification.  

• Rectify import tariffs to encourage industry to address the shift 
from 100% cotton to mixed cotton/polyester blends. 
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• Poor human skills and gender 
imbalance in the workforce and 
weak foundation for the 
knowledge economy 
 

• Allow industry to deploy WWF and WPPF balance to upskill the 
workforce (vocational training); and encourage more women to 
return to work (day-care centres and fiscal incentives) 

• Address the high rate of mental stunting amongst children 

• Embed computer code (programing) instruction from an early 
age into the curriculum 

• Aggressively roll out broadband to rural areas, especially for use 
by farmers 

• Upskill for Artificial Intelligence, Robotics, Internet of Things, 
Biotechnology 

• Strengthen the teaching of mathematics in schools 

• Focus on closing all digital divides: generational and by gender 

• Poor focus on environmental 
sustainability 

• Allow businesses to deploy WWF and WPPF balance to invest 
into sustainable environmental processes, including collection 
and recycling of waste and efficient use of water 

• Backlog in low and medium cost 
housing 
 

• Address the 10 mn backlog in low and medium cost housing 
units and 400,00 additional annual requirement by kick-starting 
the housing sector. This would require resolving the opaqueness 
in valuation and title of land to facilitate collateralization and the 
provision of long term mortgages 

• Remove tax obstacles to growth of REITS to kick start 
developments 

• Low rate of financial inclusion • Amend SBP regulations to accelerate growth of digital banking 
and Fintech. Reduce the 100 Mn unbanked population to half 

• Weak SME sector 
 

• Pakistan has one of the lowest private sector credit utilization 
rate, partly due to heavy lending to the government. Bank credit 
to SMEs is even lower. Elsewhere in South Asia, credit 
guarantees and minimum mandated lending to SMEs have been 
successful. This model should be considered 

• Large companies should be fiscally incentivized to deal with 
SMEs. This would also improve documentation of the economy 

• Government should give priority to SMEs in its tenders 

• Optimize CPEC 
 

• Promote Chinese investment in labor-intensive industries. 
Facilitate this by deferring further import tariff relief under 
the China Pakistan FTA to incentivize value-addition in 
Pakistan 

• Ensure concessions to CPEC SEZs are incrementally positive 
on employment and exports and do not undermine existing 
businesses outside these zones  

• Prevent leakage of transit goods 
• Make the CPEC financial flows fully transparent to avoid 

surprises 
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• Much of FDI is premised on 
short payback in the FMCG 
sector, leveraging on Pakistan’s 
large and growing middle class 
demand rather than the impact 
on the external account or net 
job creation. 

• Refocus FDI in (and tailor special concessions for) essential 
sectors: agriculture, exports, infrastructure, IT. Differentiate 
positively in favor of JVs/wider local participation 

 


