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                11th June, 2020 
 Editorial 
 
 
The challenge of tax revenue target 
Informed sources in the Federal Board of Revenue (FBR) revealed to Business Recorder 
that the tax target for next year has been fixed at 4.95 trillion rupees – 26 percent higher 
than the 3.9 trillion rupees post-Covid-19 projected for the current year by the FBR and 
the International Monetary Fund (IMF). It may be recalled that the IMF uploaded a press 
release on its website on 27 February 2020 claiming that the staff-level agreement on 
the second review of the 6 billion dollar Extended Fund Facility was reached, however 
the board approval date was given as early April prompting many to argue that ‘prior’ 
conditions had been set and agreed. Reports circulating at the time indicated that a 4.9 
trillion rupees tax target was set as a “prior” condition though the Pakistani authorities 
had requested a 4.6 trillion rupees target. 
 
In April 2020, the tax target for next year in the IMF staff report on Pakistan’s request 
for 1.4 billion dollars under the Rapid Financing Instrument (RFI) has been projected at 
5.1 trillion rupees (as opposed to the pre-Covid-19 6.1 trillion rupees) with a projected 
growth rate of 2 percent. Questions arise whether either of these projections is realistic? 
 
There is evidence to suggest that the government, like last year, may simply incorporate 
the IMF’s projections in the budget documents. One would of course be bound to remind 
the government that the IMF’s tax revenue target for the current year based on the 2.4 
percent projected growth rate was grossly unrealistic and placed inordinate pressure 
on the FBR to squeeze more revenue from existing taxpayers further stifling the 
economy with a consequent negative impact on total revenue collected while the 
‘influentials’, as feared, summarily blocked any attempt to widen the tax net. 
Additionally, the IMF’s programme design was found to be flawed as it supported 
contractionary monetary and fiscal policies on the one hand, supposedly to check 
inflation, while allowing an unsustainable budget deficit with serious implications for 
inflation to persist due to its focus on the primary balance. In other words, one would 
sincerely hope that the Pakistani economic team leaders, unlike last year, take 
cognizance of the state of the economy and existing constraints that cannot be dealt 
with overnight before agreeing to a set of policies and time-bound targets that are 
unlikely to be met. 
 
At this point in time, the 2 percent growth rate for next fiscal year appears to be on the 
optimistic side. The IMF has consistently maintained that the impact of Covid-19 on 
Pakistan’s expenditure and revenue remains unclear due to ‘uncertainty’ about the 
duration of the pandemic. Prime Minister Imran Khan has extended the time when the 
pandemic would reach its peak a number of times - from June to July and now to August 
- which must be a source of serious concern for the Fund as it is, for the people of this 
country. In other words, the capacity to forecast the state of the economy premised on 
when the pandemic would reach its peak before it begins to decline has to be constantly 
readjusted by the Fund and the country’s economic decision-makers. 
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Pakistan’s economic team leaders had insisted that the country needed to go on the 
Fund programme and this has become all the more relevant post-Covid-19. At this stage 
the country’s leverage to negotiate with the Fund is severely limited; however, one need 
not take this as a negative factor. What has been a component of multilateral 
programme after programme, supported by research studies by local and international 
consultants, and accepted by administration after administration is the need to improve 
governance across the board (focused on reducing and in time ending the reliance of 
state-owned entities on budget resources); more particularly in the power and 
petroleum sectors. Sadly, administration after administration has accepted the need for 
governance reforms and accepted them as a precondition for loans but failed to 
implement them. If the Khan administration succeeds where others failed it would 
indeed set the stage for a “Naya Pakistan”. 
 
It is our earnest hope that the government ends the dependence of SOEs on the budget 
and improves governance in all sectors – facts that have the capacity to not only save 
trillions of rupees in government expenditure but also generate higher revenue. 


