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Pakistan has prematurely deindustrialized. Investment as a percentage of GDP significantly 

lags the region. FDI is not export oriented and mainly in consumer products. Domestic 

investment was directed to guaranteed return projects. Pakistan’s share in world exports has 

declined. Exports are also narrowly based and over-reliant on USA and Europe. Agriculture, 

the bedrock of Pakistan’s economy and provider of livelihoods to the vast majority is 

struggling to feed the growing population at an affordable cost. It is also unable to provide 

enough cotton, the major input to the country’s largest export industry. With 

disproportionate burden of taxes, a long period of unrealistic exchange rate, unsupportive 

import tariffs, poorly negotiated FTA with China, power outages and now uncompetitive 

energy cost, smuggling, under-invoicing, illicit trade and the crowding out of private sector 

from borrowing, the role of manufacturing in the economy has declined. Unable to meet 

domestic demand from local production of even basic goods, reliance on imports increased. 

As a result Pakistan suffers from recurring external account crises, leading to repeated IMF 

Progams. 

The Pakistan Business Council (PBC), through its Make-in-Pakistan thrust has long advocated 

industrialization as the means to generate employment, promote value-added exports and 

encourage import substitution. Aside from broadening the tax base, it advocates for 

additional tax revenue to flow from higher profits of business, not from higher rates of tax or 

new taxes. PBC has also published a Charter of Economy to provide the basis of political 

consensus on the economy. This is essential to provide assurance of continuity and 

consistency in the policy framework.
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Recently the government has embarked on a fresh impetus to revive industrial growth. This 

checklist is drawn from the PBC’s more detailed studies available on its web site: 

www.pbc.org.pk and provides an action toolkit for policy makers’ attention. It is split into four 

parts:

This sets out the basic enablers for the formal sector to gain scale and competitiveness to 

galvanize effective action
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Checklist for 
Promoting 
Corporatization 
and Formalization 
of Business01



Immediate Longer Term

Level the playing 
field for the 
incorporated 
formal sector

Broaden the tax 
base

Promote scale 
and wider 
shareholding

Provide parity with unincorporated 
businesses on tax on profit 
distribution (nil tax on profit 
withdrawal vs. 15% tax on corporate 
dividends)
Provide parity with real estate on 
capital gains tax on sale of shares (no 
CGT on sale of real estate after 4 year 
holding period; gains on sale of 
company shares liable to CGT 
irrespective of holding period)

Restore the tax credit for formal 
sector to minimize transactions with 
the informal sector
Mine the significant withholding tax 
data provided on the informal sector
Set separate tax revenue targets for 
new taxpayers and existing taxpayers 
– the latter in line with the nominal 
growth of the economy
Levy higher advance tax on utility 
bills of non- tax filers who run high 
bills. Without utilities they cannot 
operate.
Place maximum limit on use of cash 
for major purchases. Incentivize use 
of credit/debit cards and other 
documented transaction methods.

Promote scale through formation of 
groups by restoring the tax 
exemption on inter-corporate 
dividends (Cascading taxes 
discourage group formation. There 
are many global examples of 
exemption of intercorporate 
dividends, shared with the FBR)
Promote wider shareholding by 
restoring tax credit for stock market 
listing

Medium Term

01

02

03

Key Measures
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Immediate Longer Term

Stop treating the 
corporate sector 
with suspicion

Reduce 
bureaucratic 
regulations

Amend the Companies Act 2017 to 
remove:
Section 452 – Global Register of 
Assets (This is superfluous after the 
OECD accord on exchange of 
information on assets, it has no global 
precedence and serves no purpose 
for SECP which acts merely as a post 
office for FBR or in improving  
shareholder understanding of 
business. However, it does 
compromise privacy of those in the 
corporate sector and discourages 
competent people from accepting 
directorship positions)
Narrow the definition of related 
parties under Section 208 (currently 
covers siblings, adult children and 
parents, information on whom is not 
readily available to disclose)

Medium Term

Many of the current 

regulations adversely 

impact the formal 

sector only. The 

informal sector 

evades these, and 

authorities are unable 

or unwilling to pursue 

them. Digitization of 

simpler and fewer 

regulations would 

address both cost and 

ease of doing 

business. PRMI 

process should be 

accelerated.

04
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Key Measures

08



Key Measures Immediate Longer Term

Stem smuggling, 
counterfeiting, 
grey production 
and adulteration 

Remove onerous 
powers of NAB 
that restrict 
Public Private 
Partnerships and 
paralyses 
government 
decision making

Use the successful experience of cell 
phone registration and Urdu labelling 
on imported food products as models 
for checking smuggling
Incentivize provinces where 
smuggled goods are sold to 
cooperate with Customs
Food authorities focus on the formal 
sector for headlines value. They 
should pay attention to lose items 
(milk, spices etc) in which 
adulteration takes place
Grey production especially of cold 
drinks and cigarettes seriously harms 
tax and corporate revenues. More 
determined efforts need to be made 
to stem this
Counterfeiters are prosecuted 
ineffectively by public prosecutors. 
The harmed IP owners should be 
allowed to prosecute preferably in 
consumer courts.  

Reforms of the NAB law:
Restrict cause for action to 
unaccounted wealth of public 
servants.
Exclude quality of decisions taken in 
good faith and with due diligence as 
grounds for action by NAB
Revise investigation threshold to Rs. 
2 Bn
Investigations on privatization may 
not be started after the lapse of one 
year from privatization (as per the 
Privatization Act)
Amend law to provide for pre and 
post arrest bail
Limit the remand period for trial to 
45 days
Maintain confidentiality over 
investigations until indictment 

Medium Term
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Short Term Longer Term

Articulate an 
Industrial Policy

Reliable energy 
at a competitive 
cost

Competitive PKR

Release 
Exporters Cash 
flow

Broaden the 
export basket

Without clear sectoral priorities, it is not possible to shape specific vertical incentives. 
Horizontal i.e. general incentives may not suffice to promote industrialization targeted 
at export markets.

Assure long term regionally competitive utility tariffs. The use of the term “subsidy” for 
the export sector is misplaced and also risks the possibility of action under WTO rules. 
The tariffs offered to the five zero-rated export sectors exceeds marginal cost. Only 
encumbrances of idle capacity charges, transmission and distribution 
inefficiencies/theft and subsidy to house holds is excluded. 

Maintain captive power production until the grid can reliably 
substitute at a comparative cost. Realize that substantial 
investment was made by industry in captive generation when 
the grid could not be relied upon. 

Enhance  incentives for 
non-zero-rated export sectors to 
offset uncompetitive energy tariffs

Maintain PKR at a Real Effective 
Exchange Rate of about 100%

Automate rebate settlement via 
banks
Release past rebate and tax dues
For SMEs, fix per-unit export rebate 
for key items. Present schemes or 
reclaiming duty drawbackare too 
complex to follow

Incentivize export of services (and 
remittance of export proceeds of 
services) through rebates
Remove GST on services provided by 
call centres, BPOs to foreign clients

Medium Term

01

02

03

05

04

Key Measures
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01
Short Term Longer Term

Broaden the 
export basket

Restore tax exemption for IT, 
IT-enabled services, BPOs, Call 
Centre sectors. Also, for provision of 
technical and managerial services to 
overseas clients and on royalties 
earned from use of Pakistan 
Intellectual property abroad. These 
were recently withdrawn.
Concessional credit for pre and post 
export of services as for goods

Classify Pharmaceuticals among 
zero-rated exports and utilize the 
Central Research Fund to develop 
solutions for export markets

Medium Term

Incorporate coding 
in school education
Foreign language 
skills for export of IT 
work force

Develop the light 
engineering sector 
Establish design 
centres for footwear, 
leather, Furniture, 
Cutlery, Surgical 
Instruments and 
Sports Goods
Promote medical 
tourism
Incentivize 
upgradation of 
textile exports to 
meet growing 
demand for items 
based on man-made, 
technical & 
performance fabrics. 
Address tariffs on 
key inputs for this.

05
Key Measures
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Short Term Longer Term

Broaden the 
export basket

Medium Term

Concessional 
funding of packing 
houses, processing 
units, cold storages, 
reefer trucks, etc., 
for fruits meat, 
seafood and 
vegetables. Attract 
large international 
companies which 
process food 
products such as 
potatoes, citrus, and 
tomatoes by 
securing their 
Intellectual Property 
Rights. Introduce 
off-season fruits and 
vegetables for 
all-year processing, 
bring new seed 
varieties of fruits 
and vegetables and 
upgrade the cold 
chain for the safe 
transit from farm to 
the factory gate.  
Provide space to the 
private sector to 
construct cold 
storages for fresh 
produce at air and 
seaports

Lease land in 
disease free 
quarantine zones for 
rearing traceable 
breeds of animals. 
Discontinue price 
controls and 
“meatless days” to 
promote scale in 

05
Key Measures
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Short Term Longer Term

Broaden the 
export basket

 
Diversify Export 
Markets

General

Allow exporters to obtain all 
imported inputs at globally 
competitive cost

Establish freight links with Central 
Asia
Use EDF for up-front market 
development of non-core exports in 
non-core markets
Negotiate improved tariffs for Rice 
and Cement into Kenya and South 
Africa respectively in exchange for 
Tea and Coal from these countries

Heightened focus of 

education on science, 

digital technology & 

mathematics

Medium Term

05

06

07

Key Measures

meat production. 
Graduate to Stage 3 
of Foot and Mouth 
Disease Program to 
enable export of 
frozen meat. Provide 
concessional credit 
for the cold chain. 

Provide export 
credit guarantee for 
Africa and Central 
Asia. Exporters 
comfortable in 
dealing with 
USA/Europe will not 
wish to take risks 
associated with 
Africa and Central 
Asia without 
insurance.

Skills and design 
development 
especially for the 
leather, sports and 
surgical goods, 
cutlery etc.

Seek tariff parity with Bangladesh for access to Japan, Canada 
and Australia

Seek travel advisory relaxation from the USA, Canada, EU, UK 
and Japan for main commercial cities of Pakistan

Conduct PAKQUALITY brand development along the TURQUALITY lines

14



Short Term Longer Term

Preserve EU 
GSP+ Status

Promoting SMEs

Export-focused 
FDI Policy

Affordable land 
with adequate 
infra-structure

Make cotton 
available 

Ongoing government engagement and private sector lobbying 
with the EU

Medium Term

“Walk the talk” on 
SEZs. Provide 
long-term leases to 
industries on a “plug 
& play” system with 
adequate utilities.

08

09

10

11

12

Key Measures

Provide targeted TERF-like 
long-term loans to SMEs with 
government stop-loss guarantees to 
develop the export supply chain

Differentiate positively in favour of 
export oriented FDI, especially in the 
agriculture sector. Bulk of the 
current FDI is in consumer products, 
telecom and guaranteed return 
power/energy sector that generate 
no exports

Address seed and other deficiencies 
to reverse the dwindling availability 
of cotton, an essential input for 
Textiles

15
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Immediate Longer Term

Articulate an 
Industrial Policy

Reliable energy 
at marginal cost

Lease land at 
affordable cost 
along with 
utilities

Remove duties 
on industrial 
inputs

Supportive PKR

Without clear sectoral priorities, it is not possible to shape specific vertical incentives. 
Horizontal i.e. general incentives may not suffice to promote industrialization or lead to 
import substitution.

Stop encumbering industry with 
burden of capacity payments for idle 
generation capacity, inefficiency in 
transmission, theft in distribution 
and of cross-subsidies to low-income 
domestic users. This undermines 
competitiveness and job creation. 
Marginal cost-based tariffs will 
promote jobs that lead to disposable 
incomes. Also import substitution as 
domestic industry becomes cost 
competitive

Accelerate cascading tariffs on raw 
materials and intermediate items for 
industrial inputs that are not 
available in Pakistan

PKR at Real Effective Exchange Rate 
of about 100 to ensure imports are 
not “subsidized.”

Medium Term

“Walk the talk” on 
SEZs. Land in 
cities is expensive 
and infrastructure 
is poor. Provide 
“Plug & Play” 
facilities to 
expedite 
industrialization.

01

02

03

04

Key Measures
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Immediate Longer Term

Supportive PKR

Promote SMEs

Import- 
substitution FDI

Time and 
performance-bas
ed incentives

Allow duty, GST and Advance tax-free 
import of plant and machinery to 
kickstart industry.
Restore tax credit on BMR
Encourage “Greenfield” investment 
by differentiating “Greenfield” from 
“pioneer” investment
Minimize under-invoicing through 
Electronic Data Interchange (EDI) 
with key trading partners
Place quantitative limits on what can 
transit to Afghanistan. Collect duty 
and sales tax in advance and refund 
to Afghan government on exit from 
Pakistan. Strengthen border controls 
to prevent reentry of goods into 
Pakistan. Restrict transit trade to 
letters of credit issued by Afghan 
based banks.
Curb under-invoicing by making 
imports via PRAL or CARE 
transparent so that valuations can be 
challenged. 

Provide targeted TERF-like long-term 
loans to SMEs with government 
stop-loss guarantees to promote 
import substitution

Differentiate positively in favour of 
import substitution oriented FDI, 
especially in the agriculture sector

Provide key import substitution 
sectors time-limited and 
performance-contingent incentives 
to gain scale and competitiveness vs. 
imports. Progressively enforce global 
standards in exchange for 
government support.

Medium Term
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06

07

Key Measures
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Primary Objectives

Food security, affordability and agri-inputs for industry

Creation of jobs, especially for youth in the knowledge economy

Export potential

Import substitution

Low energy intensity given the high tariffs

Balance between rural and urban growth

Responsibility towards the environment

Gender inclusivity

01

02

03

04

05

06

07

08
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03
Sectors Scope for acceleration

Food security, rural 
economy, 
agri-inputs for 
industry leading to 
import substitution 
and exports

Create employment 
in the knowledge 
economy and 
exports. Promote 
gender inclusivity

Extraction of 
indigenous 
resources/exports

Import substitution

Import substitution/
exports

Import substitution/
exports

Exports, Gender 
Inclusivity

Exports, Gender 
Inclusivity

Agriculture/Horticulture/ 
Livestock/Fisheries

Exportable services 
     Software development
     Call Centers
     Back Office Processing
     Engineering services 
     Accounting and consulting
     Medical tourism

Mining

Chemicals

Engineering 

Defence Equipment

Value added Textiles

Apparel

Industry/farm vendor financing and contract 
farming;
Post-harvest collateralized funding;
Farm implements (drip irrigation, land-levelers, 
small farm tools);
Farm mechanization (harvesting, mobility);
Seed development;
Oil extraction from indigenous seeds (Olive, 
Sunflower);
Fruit and Vegetable Processing and packing;
Cold Chain (Storage and Transportation);
Livestock rearing;
Frozen Meat packing and transportation;
Frozen seafood storage and transportation

Provide parity in incentives between export of 
services and goods (rebates, concessional credit, 
federal/provincial fiscal relief etc.);
Promote skills for export of human capital to 
ageing countries;
Close the digital divide through availability and 
affordability of broadband

Domestic processing to retain strategic minerals 
for local use

The entire plastics complex

Light engineering
Auto parts

Private sector/Pakistan Aeronautical Complex 
collaboration on aircraft etc., parts 

FDI especially into technical and performance 
textiles

Chinese investment to qualify as Made in Pakistan 
in USA/Europe

Priority
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Sectors Scope for acceleration

Import 
substitution/exports

Exports

Scale, 
competitiveness, 
Import 
substitution/exports

Less sophisticated electronic 
medical devices and 
disposables

Surgical instruments and 
cutlery

Pharmaceuticals

Leverage low labor cost to partner MNC/Chinese 
R&D focused companies for local/regional 
markets

Sophistication and branding

DRAP should meet WHO standards;
DRAP’s role be limited to setting and enforcing 
standards. Pricing to be Ministry of Commerce 
responsibility;
No price controls other than for drugs on the 
National Essential Medicine List;
Government support and procurement assurance 
for vaccines;
Export intelligence especially of Africa and Central 
Asia

Priority

22



About the PBC
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The PBC is a private sector business policy advocacy forum composed of Pakistan’s largest 

businesses / groups including multinationals that have a significant investment in and a 

long-term commitment to the growth of Pakistan. Members turnover represents every ninth 

Rupee of Pakistan’s GDP and together the members contribute 25% of tax revenues and 40% 

of exports. More information about the PBC, its members and its activities can be found on our 

website www.pbc.org.pk
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8th Floor, Dawood Center, M.T. Khan Road
Karachi, Pakistan

T - +92 21 3563 0528 - 29
F -  +92 21 3563 0530

www.pbc.org.pk


