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          17th December, 2018 

 
The dire need for wealth creation 
Prime Minister Imran Khan as chief guest at Pakistan Economic Forum organised by the Pakistan Business 
Council (PBC) stated that “we have to help investors within and outside the country through facilitation as 
no investor will invest in Pakistan with the current tax regime.” Such sentiments were expressed by previous 
administrations; however, they failed to take appropriate measures mainly because they remained focused on 
generating higher revenue rather than on providing an environment conducive to growth that, in turn, would 
have raised tax collections. In this instance, it is relevant to note that the Federal Board of Revenue (FBR) 
continues to collect taxes on financial transactions rather than on taxing profits unlike in other countries, 
which accounts for literally killing the spirit of investment - local and foreign. There are examples of 
companies being poor and the owners of the companies getting rich which indicates that tax is obviously 
being evaded. Hence there is an urgent need for the government to change the tax structure as well as 
strengthen the audit function of the FBR. 
 
Reports indicate that the government is engaged in reforming the FBR as well as the existing unfair tax 
structure and the Prime Minister, during his address to the PBC, noted yet again that tax policy and 
administrative functions have been separated, however, he may not be aware that no notification to this 
effect has yet been issued. In addition, details of the proposed tax reforms have yet to be shared with the 
public and one would hope that comments from experts and stakeholders are also entertained on the draft 
proposals designed to remove major investment/production impediments. 
 
Chairing a meeting focused on facilitating ease of doing business the same day, the Prime Minister directed 
that a comprehensive plan designed to simplify procedures relating to ending red-tapism inclusive of 
government approvals, taxation issues and dispute resolution mechanism with the objective of facilitating 
investors and businesses be prepared on an emergent basis. Foreign Direct Investment (FDI) has declined 
significantly since the Pakistan Tehreek-e-Insaf government came to power and this is being attributed to 
market uncertainty. Disturbingly, exports registered a decline last month (November) in spite of the export 
promotion package costing billions of rupees to the cash-strapped treasury which must be a source of serious 
concern to the country’s economic managers. Thus, there is an urgent need for the government to share its 
economic strategy with the general public and comments must be sought from all stakeholders to effectively 
deal with the prevailing market uncertainty. 
 
Critics argue that the existing uncertainty is also sourced to the failure of the government to definitively 
announce its decision to go on the International Monetary Fund (IMF) programme, an announcement that 
would imply a set of policy measures for dealing with poorly performing macroeconomic indicators. The 
Finance Minister has indicated that the decision to go on a Fund programme has been taken; however, the 
Prime Minister needs to announce it as well given that he is the one who reportedly resisted the bailout 
package given its associated conditions. 
 
The Prime Minister further claimed while addressing the PBC that Pakistan has become an attractive place 
for investors owing to its geo-strategic location with special reference to the infrastructure improvement 
under the China Pakistan Economic Corridor (CPEC) which Moody’s, in its recent report, acknowledged. 
However, here too, the current situation is not favourable and data released by the Planning Ministry 
indicates that progress on the corridor is stalled and this fact is reflected in the decline in FDI. There is also 
no clarity on what new social sector/agriculture/housing projects (in line with PTI’s manifesto promises) are 
envisaged under the CPEC and under what terms. To conclude, there is a need to share details of the 
economic reforms the government has envisaged to deal with existing uncertainty and, equally importantly, 
on exactly how the government intends to meet its budget deficit and foreign exchange requirements in 
months to come. This information would go a long way in helping investors decide to invest in this country. 
 


