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‘VAT to block
liquidity in

refunds, cripple '

textile sector’

By our correspondent

KARACHI: The textile sector has
opposed the Value Added Tax
(VAT) regime, saying it would

break the backbone of national

economy.

Although textile sector was
zero-rated under VAT regime, it
| would again face problems of tax

payment and refunds that would |
create a liquidity crunch, said M |
Jawed Bilwani, coordinator {-

Value-added Textile Forum, a rep-
resentative body-of the 14 value-
added textile associations, on Fri-
day.

When the sales tax regime
| started in 1996, the textile sector

was zero rated, still it was paid

and then refunded, which in-
| volved cumbersome procedure,

§ extra expenses on sales tax staff

i and blocked huge liquidity of the
4 textile industry Later, all the gen-

{ uine firms were properly docu-

# mented and the menace of ﬂymg
£ dnvoices was eliminated.  “ "
Bilwani said the entire te::ctjle
sector was being pushed to ruin
| owing to power outages, high

| electricity and gas tariff, multiple ||:

o T =

8 duties and taxes, which were re- ||

i sulting in high costs of doin
E business as compared with
§ neighbouring countries. “Added
to all these adverse factors, the
i VAT regime will cause a severe
% liquidity crunch,” he said.

{  He appealed the government

not to burden the textile sector |}

with VAT, “Instead the govern-
i ment should broaden their tax
# net to bring other sectors into the
il tax net. By getting many other
§ sectors into the tax net the gov-
4 ernment will actually generate

i much more revenue.”
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‘VAT regime to break
backbone of nation’s economy’

KARACHI:
Coordinator Value Added
Textile Forum, M. Jawed
Bilwani has said Value Added
Tax (VAT) regime will certainly
break the backbone of our
nation’s economy and the textile
sector.

He said that when the sales tax
regime started in 1996, although
the textile sector was zero rated,
still sales tax was paid and then
refunded which not only
involved cumbersome proce-
dure, extra expenses on sales tax
staff but also huge liquidity of
the textile industry was blocked
causing immense hardship. Later
we convinced the government
on the above problems that what
was the sense and practicality of
taking sales tax and refunding
the same back. We also high-
lighted that such regime also
encouraged large number of fake
firms to get registered and such
registered firms made “Flying
Invoices” and made money,
which was a huge loss to the
government. At that time, the
government was convinced and

Chairman,

the entire textile chain and other
four sectors were truly zero-
rated.

Since then the government
carmed more revenue, which is
on record. All the genuine firms
were properly documented and
this way “Flying Invoices” were
drastically curtailed and put an
end to. '

The introduction of the VAT
regime will once again open a
Pandora box and we strongly
feel that the textile sector, which
is zero-rated, will again face
immense hardships and prob-
lems with the payment of sales
tax and again obtain refunds. As
the entire textile sector is
already being pushed to ruin and
extinction owing to severe bur-
dens of frequent loadshedding,
high electricity and gas tariff,
multiple duties and taxes which
is resulting in high costs of
doing business in Pakistan as
compared to our neighbouring
competing countries due to
which we are battling for our
survival in the international mar-
ket. Now added to all these

adverse factors, with this VAT
regime, we will again be
crushed with the severest ever
liquidity crunch.

In view of the above, we most
fervently appeal to the govern-
ment not to burden this main
backbone of our economy with
such a draconian VAT to enable
us to regain our lost buyers and
global market which we are
struggling hard for. Instead, the
government should broaden
their tax net to bring other sec-
tors into the tax net. He said that
by getting many other sectors
into the tax net the government
will actually generate much
more revenue, which would be
non-refundable. Therefore, he
said that the exercise of getting
sales tax from the zero-rated
sectors and then refunding the
same back is really futile. The
sales tax stafT involved in this
futile exercise can be utilised in
the broadening of the tax net
and getting large number of
other sectors into the net and
eaming more and more revenue
for the nation.—PR
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