FOST

RING ECONOMIC GROWTH

A Company sel up under Saction 42 of the Companies Ordinance 1984)

Dialogue on Economic Revival and Sustainable Growth

Islamabad

Tuesday, December 11, 2019

Engagement with Diplomats and Multilateral Heads

Introduction of PBC’s Centre of Excellence in
Responsible Business (CERB)

.... and the signing of an MOU with the
International Finance Corporation
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PBC is composed of the largest and
most successful businesses in
Pakistan. Size and success brings
responsibility to promote
responsible business practices.
Hence PBC’s Centre of Excellence
in Responsible Business, now in its
third year
CERB’s mission is to
0 Enable large, medium and
small businesses to work in
an integrated supply chain
on global standards of
responsibility
0 Change mindsets to adopt
inclusive and sustainable
ways of working
0 Be guided by the UN
Sustainable Development
Goals
CERB has engaged 1000+
executives in webinars, 500+ in
workshops, 700+ in events, 1000+
through social media. Also with 250
businesses since 2017.
CERB partners the IFC, ACCA and
the UNDP
PBC today signed another MOU
with the IFC on the Pakistan
Investment Competitiveness Project
to be run in collaboration with the
Board of Investment, which is
funded by UK’s DFID.



Update on the Economy Key Messages:

e Pakistan is deindustrializing and
losing share of world exports

e Manufacturing and GDP growth are

;;;.Cg’gggcg-;ﬂm“ closely correlated

P e We don’t make or export enough,
instead we import and consume

e Result: recurring economic crises
and IMF Programs, now the 22
since 1958

e Hence PBC’s “Make-in-Pakistan”
thrust

e Three positive factors in place:
energy shortfall addressed; much

SNé\(I;SHOT OF P%OGSRESS ON PBC'S KEY “MAKE- TA improved law and order and new
RECOMMENDATION .
government with fresh hopes of
Progress |KeyRecommendations
change

: o e e e Signs of macro-economic stability

(<o) Cascading tariffs to encourage local value-addition ’ —/-

. Withdraw presumptive taxes on imports and stem under-inveicing and smuggling ® GOOd progress on PBC S Make n

@ Make energy available at a competitive cost Pakistan recommendations

® Separate fiscal policy and tax audit from the collection of taxes. Simplify and

document e Immediate steps for economic
© Encourage capital formation and scale through consolidation and investment . . e
e revival identified

- e e Medium term reforms to address:
SME integration, energy cost,

—_® broadening of the export basket
IMMEDIATE STEPS FOR ECONOMIC REVIVAL and diversification of €Xpo rt
markets
.
Cash Flow Release tax refunds and rebates, especially to exporters [ ] A N Cltl ond l. C h a rter fO r EXpO I’tS
Reduce/eliminate LC margin on import of industrial inputs
Replenish concessional funding for exports (o) Long_term exports po“cy
Cost of Doing Business Reduce cost of borrowing . .
Reduce cost of energy for export & import substitution sectors pc] ra d |g m s h |ft fro m “ CcO ntro l”
Reform import tariffs to facilitate value-addition
Ease of Daing Business Rationalize food and environment standards to “ em pOWe rme nt”
Reign-in the NAB
Investment Restore tax credit for investment in plant (o] U pfront inVestment tO
Restore Group Relief remove cascading tax on inter-corp. divis

Development Revive the PSDP spend broaden the eXpOI’t bGSket,
build brands and diversify

destinations

E?QI{V\QETNAM IS EXPORT FOCUSED; PAKISTAN'S IS CO:! A o Rld eXportS Of Cll.l tCIX leVieS.
Standard rebates for SMEs
0 Government owned EXIM
JOm 1 B et Bank: “Development is not a
e shareholder business, it is a
L'OREALL L
@ LG sl stakeholder objective
SUMITOMO & 0 “Plug & Play” industrial
ELECTRIC ‘;—" - zones
PEPSI

0 FDI to promote exports
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Panel Discussion with Key Diplomats and
Multilateral Heads
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Panel:

Ms. Teresa Sanchez, Country Manager IMF

Ms. Androula Kaminara, Ambassador of the
European Union

Mr. Paul Jones, Ambassador of the USA

Mr. Illango Patchamuthu, Country Manager, The
World Bank

e Good progress on the IMF Program.
The Rupee is stable, current
account and fiscal deficits are down

e Interest rates to decline with
inflation

e USisincreasingly looking at
Pakistan beyond the AFPAK,
INDOPAK and CPEC lenses

o Just10% of Pakistan’s exports to the
USA fall under the US GSP (zero
tariff) program. Therefore,
substantial room to grow trade

e OPIC equity/debt and USAID credit
programs to be consolidated under
the new Development Finance
Institution, opening new vistas for
Pakistan

e EU GSP+ review in January to take
cognizance of Pakistan’s progress
on the UN conventions

e Travel advisories are reviewed
regularly and should not deter
travel to safe areas

e Pakistan improved 28 positions in
EODB but regulatory guillotine
required to rid business of
unnecessary regulations

e Pakistan needs to address
population & urbanization growth,
stunting and education to realize its
full potential



e Number of government entities to

Dr. Ishrat Husclin:n Institutional Reforms be reduced by about 100 by
Y winding down and consolidation
i e More specialists to be inducted

e Success at CSS exams not be a
guarantee of an assured career
path

e An objective based performance
evaluation system to be introduced

e E-Governance to curb inefficiency

e Digitization to make government
more transparent and public-

friendly
Dr. Moeed Yusuf on his role with the National e The Strategic Policy Planning Cell
S riCuncil ] _ of the National Security Council is a

new unit to advise on strategic
response options to internal and
external challenges

e Prime role is to identify threats to
economic autonomy and suggest
measures to address these

e Private sector is the growth engine
and can contribute to shaping the
security strategy

e Regional connectivity is essential
for growth but we find ourselves
surrounded by challenges

e Dr. Moeed Yusuf will work with the
PBC on developing strategies
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Mr. Nadeem Babar, Special Advisor on Power

Mr. Zubair Gilani, Chairman, Board of Investment
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Electricity:

e With installed/planned generation,
capacity charges will form largest
part of the ex-plant cost

e No guaranteed ROI on new projects

e Scope to cut T&D losses and theft

e Sharper focus on transmission

e Wheeling poses planning
challenges

Petroleum

e All but one refinery sub-standard
and sub-optimal.

e Two new planned

Gas

e Low domestic tariff is unsustainable

e Government to liberate gas imports

Exploration

e A new policy implemented to attract
new investment

e Incentives provided for extraction of
depleting natural gas reserves

e BOIto promote both domestic and
foreign investment

e Despite improvement in EODB,
Pakistan is not yet an investment-
friendly country

e The fiscal policy especially is not
supportive of industry. Minimum
turnover tax is an example

e The SEZ “talk” has yet to be
converted to “walk”

e The main focus of SEZs should be
provision of “plug & play” facilities



Mr. Shabbar Zaidi, Chairman Federal Board of
Revenue

Session IT1: 12:00pm— 1l:pm
Tax Policy & the
& Documenta
L. Economy,

B S peaker:
B aidi, Chga

Mr. Hammad :Azhar, Minister for Economic Affairs
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PBC’s recommendations on SEZs
being considered

BOI being reformed, restructured
and resourced

Foreign roadshows no longer the
norm

Cascading tax on inter-corporate
dividends to be removed. 9 out of 18
recommendations by the PBC
accepted for implementation
Minimum tax to be reviewed for low
margin industries. PBC maintains
that tax on turnover is conceptually
flawed

FBR does not have the capability to
challenge returns of large
businesses. A differentiated
approach to be adopted

S 65B (BMR tax credit) disallowed
because of some misuse. PBC
maintained that punishing others is
unjustified.

Documentation drive not to be
reigned-in

Specific industry issues to be taken
up separately

It is vital for Pakistan to accord by
the FATF Conventions

For the formal business it carries
two major advantages:
formalization through curtailment of
cash transactions and improvement
in travel advisories

Pakistan has made significant
progress on the FATF guidelines
and is hoping for favourable
outcome



Dr. Hafeez Shaikh, Advisor to the PM on Finance

Significant improvement in macro-
economic stability

Current and fiscal deficits down,
Rupee up

Confidence returning to the capital
markets

Tax refunds started

Borrowing cost to come down with
inflation

Export-led growth is the top priority.
PBC to present proposals for fast
track decisions

The Advisor is available to the PBC
on issues affecting business
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