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KARACHI: Pakistan Hosiery Manufacturers and Exporters Association Chairman Javed Balwani speaking at a
press conference, here on Wednesday.—Recorder photo

Govt warned against
increase in sales tax 1~

ANWAR KHAN
KARACHI: The representa-

tives of five zero-rated export _

sectors on Wednesday warned
the government of a complete
industrial shut down if the
Federal Board of Revenue
(FBR) raised the sales tax from
existing two percent to five per-
cent. :
The representatives of differ-
ent associations of the zero-rated
- export sectors also asked the
" government to abolish the exist-
ing two percent sales tax regime
that according to them had
resulted in the backlog of huge
refunds with the FBR, narrow-
ing finances for the manufactur-
ing sectors.

“Exports globally are zero-
rated but not in Pakistan,”
Chairiman, Pakistan Apparel
Forum, Muhammad Javed
Bilwani, told reporters at a joint
news conference with the repre-
sentatives of different associa-
tions at the PHMA House.

He asked the government to
relieve the manufacturing and
exporting sectors from taxes and
expand the tax base with a view
to underpinning the national
economy and helping the execu-
tive run its financial affairs
smoothly.

Despite GSP plus facility, he
said the country’s textile exports
decreased by over 16 percent in
March 2015. The country’s total
exports slid by around 15 per-
“cent during-the period; showing:

a grim picture of the export-ori-

ented industries, which suffered

from shortage of finances, he
added.

- “It_ shows the ailing status of
A\ he textile manufacturing sec-

tor,” he said, adding that the
FBR continued to withhold Rs
240 billion of the textile
exporters under sales tax
refunds, scaling down financial
flow for the ailing sector.

“How come the country’s
exports would grow,” he ques-
tioned, saying that “we would
have been able to compete with
the global competitors had this
amount [Rs 240 billion] been
released”. He asked the govern-
ment to revisit the tax policy
regarding the export sector and
implement the former ‘no-pay-
ment, no-téfund’ regime to ease
the financial burden..

About the ‘protest plan,
Bijlwani said that they would go
for strike against the likely
increase in sales tax.

“Any taxation measure should
have a valid reason,” Chairman,
Council of All Pakistan Textile
Associations, Zubair Motiwala,
said, adding that the financial
capacity of the textile sector' did
not allow it to pay more taxes.
He warned the government that
any increase in taxes would pull
Pakistan out of the global com-
petitive markets.

“Whether the government
understands international com-
patibility of Pakistan’s textile
sector,” he asked, saying that the
textile sector of India had been
thriving on its government’s
incentives and duty relaxations.
“India has set a § 35 billion tar-
get for textile export by-2020,”
he said adding that the neigh-
bouring country’s growth would
scale down Pakistan’s textile
share phenomenally in the glob-
al markets.

“Billions of rupees of textile

sector are already backlogged,”
he said, adding that the sector
provided 40 percent of urban
jobs and-shared eight percent to
the country’s total GDP.

“We cannot operate with two
percent sales tax as the govern-
ment doesn’t have the ability to
clear refunds,” he said.

The government might place
the tax on a purchase stage of
the commodities but not at man-
ufacturing stage, he said and
suggested that the government
should also bring smuggling of
goods, their under-invoicing and
sales under Afghan transit trade
to an end before imposing the
tax. ;

He said that the government
was deliberately imposing taxes
as it intended to accumulate
interest-free finances but at the
expense of export sectors. “It is
nothing. They want to acquire
an interest-free loan,” he said.

Chairman, Towel
Manufacturing Association,
Mehtabuddin Chawla and
Chairman, Pakistan Fashion
Cotton Apparel, Dr Shahzad
Arshad also spoke on the occa-
sion. Zonal Chairman, PHMA,
Mohammad Babar Khan; Zonal
Chairman Prgmea, Jawed
Suleman; Former Chairman
PCFA, Khwaja Mohammad
Usman; Chairman, Paksea,
Kamran Chandna; Former
Chairman and Vice-Chairman
PBEA, Zain Bashir and Naqi
BarisVice-Chairmany' PEMEA,
Shahzad Hanif; Deputy Chief
Coordinator, PHMA, Junaid
Makda; Secretary General
TMA, Muzammil Hussain and

others were also attended the,
press conference. /
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By Our Staff Reporter

KARACHTI: Leaders of the
five export sectors, including
textile, leather, sports, surgi-
caland carpet,on Wednesday
threatened to shut down
their units and go on a coun-
trywide strike if the govern-
ment increases sales tax rate
from two to five per cent on
exports.

In a joint press conference
held at the PHMA House,
they were critical of the gov-
ernment for proposing 3pc
increase in sales tax on
exports though it ‘promised
to reverse the decision of the
previous government that
imposed two per cent tax.

They said that exports
need to beincentivised. They
reminded of falling (-1.57pc
July -March) exports despite

I T

export
sectors threaten
to go on strike

Ve

GSP Plus. They said the
country would not be able to
achieve export of $26 billion
target set in the textile pol-
icy.

They reg'retted that the
export sector is burdened
with high power and gas tar-

iffs that erodes its competi-

tiveness -and again men-
tioned the issué of unsettled

‘claims.

Giving details, these lead-
ers said that Rs70bn is out-
standing with the govern-
ment against sales tax
refund, Rs10bn against cus:
toms rebate and Rs160bn in
drawbacks on local taxes and
levies (DLTL) allowed under
the Textile Policy 2009-14.

They lamented that the
Federal Board' of Revenue .
(FBR) squeezes those exist-
mg taxpayers, instead of wid-
emrlg the tax net.
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By our correspondent

KARACHI: Opposing the pro-
posal of an'increase in sales tax
to five pércent from two percent,
associations of all five exporting
sectors have demanded zero-

sectors, a statement smd on
Wednesday. i
! Zubair Motiwala, former
‘ president, of the Karachi KCCI
" and Javed Bilwani, leader of Pak-
istan Apparel Forum led the par-
ticipants. Five export sectors in-
clude textile, leather, carpet,
sports goods and surgical instru-
ments.

Théy said as the govemment
is unable to refund the amount of

sales tax collected from the ex-

port sector, there should be no
sales tax on exporis and even the
current two percent sales tax
should be withdrawn and the “no
payment no refund regime™-be
revived, as globally there was no
tax on export sectors and export
goods were manufactured for
the foreigners. .
i The value-added textile ex-
{ porters were already burdened
and crushed due to the rising tar-
iff of electricity, gas and other es-
sential raw materials leading to
high costs of doing business in
Pakistan as compared to their
competing countries.
Huge amount of the ex-
porters’ liquidity is blocked in
-the sales tax refund claims,

rated tax-on all.the five export ..,

-b-‘

b/

amounting to Rs70 billion, cus-
toms rebate claims of Rs10 bil-
lions and Rs160 billions in DLTL
claims.

A total Rs240 billion of the
five export sectors are held up_
by the government. -

v While Pakistan hasthe GSL’ H
plus status under the belt; temlg,

- P PR,

“‘exports of Pakistan have gone- !

down by 16.23 percent in March, *
2016 as compared with previous "\
year's month while overall ex--*
ports have gone down by s
13.44 percent. From this 11;
was clear that any increase in -
rate of sales tax would further

: leadtodecbnemﬁ\ee:q}orlsof-

Pakistan which would result i n],,

sdecline in fore:gn exchange eam="

ings ‘and increase in the trade.
deficit leading to further immi-

nent shifting of large number of
industries abroad causing mass -
unemployment and Worsemng
law and order situation. e

The Federal Board of Rev-
enue (FBR) should widen the tax
net to bring in more taxpayers
rather than punish the genuine
taxpayers, the foreign exchange
earmners, they said.

In Pakistan “no payment no -
refund” system was introduced
in 2005 and was successful and -
continued for almost nine-and-a-
half years. This facility not only
generated much revenue, but
stopped fake refunds, as well as
gave great comfort to the ex-
porters, they aﬂded.
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Zero-rated tax on
five export sectors:
demanded
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Industry protests
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FBR’s decision to increase
sales tax draws criticism

Leading export
oriented sectors
could face increased
sales tax rates

& OUR CORRESPONDENT
KARACHI

In a move that has irked the

s

textile industry; the Federal

Board of Revenue (FBR) has
proposed to increase the sales
tax on five-export oriented sec-
tors from 2% to 5%. '
“The government has al-
ready held up about Rs240
billion of these sectors. Any
increase in sales tax rate will
aggravate cash flow problems
for the factories,” represen-
tatives of the associations
said at a press conference
here at Pakistan Hosiery
Manufacturers Association
(PHMA) office. '

_They said that the govern-
ment is unable to refund the
amount of sales tax collected
from the export sectors, there-
fore, it should stop levying
sales tax on exports.

The current 2% sales tax
should be withdrawn and the
“No payment no refund re-
gime” be revived because glob-
ally there is no tax on export
sectors, they added.

They said that value-added
textile exporters are already
burdened due to rising tariff
of electricity, gas and other es*
sential raw materials which is
leading to high costs of doing
business in Pakistan com-
pared to competing countries.

Huge amount of the export-
ers’ liquidity is blocked in sales
tax refund claims amounting
to Rsyo billion, customs rebate
claims of Rs10 billion and Rs160
billion in other such claims.

Despite having  the
Generalised System of
Preferences (GSP) Plus status,
Pakistan’s textile exports have
gone down by 16.23% in March
2015 compared with the same
month of last year.

In light of this it is clear that
any increase in sales tax would
further lead to decline in the
exports of Pakistan, which

would result in the decline
in foreign exchange earnings
and inflate the trade deficit.

The PHMA added that the
FBR should expand the coun-
try’s tax net to bring in more
taxpayers rather than penalise
genuine taxpayers and foreign
exchange earners.

The “no payment no refund”
system was introduced in 2005
in the country, and it contin-
1ed for more than nine years.

'Exporters believe that this fa-

cility not only generated more
revenues but also stopped the
incidences of fake refunds
and gave huge comfort to the
exporters.
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