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1.0 Introduction 

1.1 Pakistan’s economy experienced mixed performance during 2017-18. The pace of 

revenue growth slowed down compared to expenditure along with increased 

dependence on imports to meet growing domestic demand which led to widening 

of twin deficits. In fact, imports remained almost 2.3 times of exports. The resulting 

record current account deficit increased pressures on foreign exchange reserves 

and exchange rate. At the same time, fiscal deficit was the highest during last five 

years to stand at 6.6 percent of GDP. This high level of fiscal deficit was financed 

mainly by borrowing from the banking system, which not only led to a faster 

accumulation in public debt, but also stoked inflation. However, the real economic 

activity gained momentum to register a growth of 5.8 percent while inflation 

remained at 4.5 percent.  

1.2 The real GDP growth came from three major sectors; agriculture, industry and 

services. The agriculture sector, in particular, performed well on the back of record 

contribution from crops and livestock subsectors. Besides higher agriculture 

production, buoyant manufacturing and construction activities, sustained by 

improved energy supply, development projects and strong domestic demand 

played a key role in pushing up industrial sector growth. The services sector also 

registered growth on back of wholesale/retail trade and general government 

services subsectors.  Private sector credit grew and investment inched up in terms 

of GDP. Yet the growth in household and public consumption was faster. 

1.3 The present government, soon after assuming office, has devised a multipronged 

strategy to control twin deficits by focusing on broadening the tax base instead of 

increasing burden on current tax payers as well as enhancing foreign exchange 

earnings of the country. At the same time, reduction in unnecessary expenditures 

and curtailment of losses in public sector enterprises are also being pursued to 

bring down the fiscal deficit, which is the main cause of higher levels of borrowing 

and resultant indebtedness. In order to curtail imports, the government has also 

made adjustments in exchange and interest rate by levying additional regulatory 

duties on non-essential imports.  



Fiscal Policy Statement 2018-19 
 

 
2 

2.0 Fiscal Policy Statement  

2.1 The Fiscal Policy Statement is presented to fulfill the requirement of Section 6 of 

the Fiscal Responsibility and Debt Limitation (FRDL) Act 2005 which stipulates 

that: 

(1) The Federal Government shall cause to be laid before the National 

 Assembly the fiscal policy statement by the end of January each year. 

(2) The fiscal policy statement shall, inter alia, analyze the following key 

 macroeconomic indicators, namely:-  

(a) total expenditures; 

(b) total net revenue receipts; 

(c) total fiscal deficit; 

(d) total Federal fiscal deficit excluding foreign grants; 

(e) total public debt; and 

(f) debt per capita. 

(3) The Federal Government shall explain how fiscal indicators accord with 

 the principles of sound fiscal and debt management. 

(4) The fiscal policy statement shall also contain:- 

(a) the key measures and rationale for any major deviation in fiscal 

measures pertaining to taxation, subsidy, expenditure, administrated 

pricing and borrowing; 

(b) an update on key information regarding macroeconomic indicators; 

(c) the strategic priorities of the Federal Government for the financial 

year in the fiscal area; 

(d) the analysis to the fullest extent possible of all policy decisions made 

by the Federal Government and all other circumstances that may 

have a material effect on meeting the targets for economic indicators 

for that fiscal year as specified in the medium term budgetary 

statement; and 

(e) an evaluation as to how the current policies of the Federal 

Government  are in conformity with the principle of sound fiscal and 

debt management  and the targets set forth in the medium term 

budgetary statement.   
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3.0 Budget Strategy 2017-18 

 

3.1 Key aspects of the budget strategy are given below: 
 

 Containment of fiscal deficit at 4.1 percent of projected GDP in 2017-18; 
 

 Enhancement of consolidated revenue to Rs 6,167 billion; 
 

 Improvement of tax to GDP ratio to 13.7 percent in 2017-18; 
 

 

 Realization of low cost foreign borrowings to finance fiscal deficit and reduce the 

burden of debt servicing; 
 

 Beginning 2017-18, in three years, the Federal fiscal deficit (excluding foreign 

grants) would be brought down to 4 percent of GDP and maintaining at 3.5 percent 

thereafter; 
 

 Rationalization of current expenditure to improve efficiency;  
 

 Enhancement of efficiency of the tax machinery by removing anomalies and 

distortions in the current tax system; and 
+ 

 Bringing foreign exchange stability through building reserves.  
 

3.2 Budget 2017-18 focused on key areas of revenue mobilization and curtailment of 

of current expenditure to make space for higher development spending. In addition, 

the budget stressed upon protection of vulnerable groups through a range of 

measures to minimize the impact of fiscal consolidation policies on such groups.  

 

4.0  Historical Perspective on Fiscal Development  

4.1 Pakistan’s economy has experienced mixed trends in fiscal performance over the 

decades. A comparison is shown in Table 1 to represent the historical trend of 

fiscal performance. 
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Table-1: Fiscal Indicators (as percentage of GDP) 

Years 
Real GDP 
Growth 

Fiscal 
Deficit 

Expenditure Revenue 

Total Current 
Develop-

ment 
Total Tax Non-Tax 

1992 7.6 7.5 26.7 19.1 7.6 19.2 13.7 5.5 

1993 2.1 8.1 26.2 20.5 5.7 18.1 13.4 4.7 

1994 4.4 5.9 23.4 18.8 4.6 17.5 13.4 4.1 

1995 5.1 5.6 22.9 18.5 4.4 17.3 13.8 3.5 

1996 6.6 6.5 24.4 20.0 4.4 17.9 14.4 3.5 

1997 1.7 6.4 22.3 18.8 3.5 15.8 13.4 2.4 

1998 3.5 7.7 23.7 19.8 3.9 16.0 13.2 2.8 

1999 4.2 6.1 21.9 18.6 3.3 16.0 13.3 2.7 

2000 3.9 5.4 18.9 16.4 2.5 13.4 10.6 2.8 

2001 2.0 4.3 17.4 15.3 2.1 13.1 10.5 2.6 

2002 3.1 5.5 19.6 16.2 3.4 14.2 10.7 3.5 

2003 4.7 3.6 18.4 16.0 2.4 14.8 11.4 3.4 

2004 7.5 2.3 16.4 13.8 2.6 14.1 10.8 3.3 

2005 9.0 3.3 17.2 14.5 2.7 13.8 10.1 3.7 

2006 5.8 4.0 17.1 12.6 4.5 13.1 9.8 3.3 

2007 5.5 4.1 19.5 14.9 4.6 14.0 9.6 4.4 

2008 5.0 7.3 21.4 17.4 4.0 14.1 9.9 4.2 

2009 0.4 5.2 19.2 15.5 3.5 14.0 9.1 4.9 

2010 2.6 6.2 20.2 16.0 4.4 14.0 9.9 4.1 

2011 3.6 6.5 18.9 15.9 2.8 12.3 9.3 3.0 

2012 3.8 8.8 21.6 17.3 3.9 12.8 10.2 2.6 

2013 3.7 8.2 21.5 16.4 5.1 13.3 9.8 3.5 

2014 4.0 5.5 20.0 15.9 4.9 14.5 10.2 4.3 

2015 4.1 5.3 19.6 16.1 4.2 14.3 11.0 3.3 

2016 4.6 4.6 19.9 16.1 4.5 15.3 12.6 2.7 

2017 5.4 5.8 21.3 16.3 5.3 15.5 12.5 3.0 

2018 5.8 6.6      21.8 17.0 4.7 15.2 13.0 2.2 

Source: Economic Survey of Pakistan & Debt Policy Coordination Office Staff Calculations, Ministry of Finance  

4.2 The 1990’s decade experienced high fiscal imbalances. Fiscal performance of the 

country saw considerable improvements during the period starting from 2002-03 

to 2006-07 primarily because of (i) rescheduling of external debt of US$ 12 billion 

that brought down the debt servicing from 42 percent in 2000-01 to 22 percent of 

revenue in 2005-06 and (ii) huge inflows of foreign grants as well as foreign 

exchange received on account of Coalition Support Fund (CSF) reimbursement 

that increased non-tax revenue. Post 2006-07, fiscal performance declined 

considerably as the average fiscal deficit remained around 7 percent of GDP 
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during 2008-2013. It was mainly due lower tax collection, caused partly by lower 

economic growth, persistent losses posted by ailing Public Sector Enterprises 

(PSEs), additional expenditures needs arising out of devastating floods, increasing 

debt servicing requirements, and higher than budgeted subsides. Trend analysis 

of fiscal deficit over the years (2000-2018) is depicted in the following graph: 

 

4.3 An analysis of over last two decades of fiscal performance reveals that high 

subsidies remained a major burden on fiscal accounts combined with falling tax to 

GDP ratio. Interestingly, even during the period of fiscal improvement (1999-2004), 

tax to GDP ratio continued to decline, implying that fiscal improvement was 

achieved solely through expenditure compression. Tax revenue as percentage of 

GDP, which stood at an average of 13.7 percent during 1992-96, decreased to an 

average of 10.7 percent during 2008-2018. Low tax to GDP ratio has also 

translated into falling total revenue to GDP ratio as it decreased from an average 

of 18 percent during 1992-1996 to 14 percent during 2008-2018. During the last 

two years, an increasing trend in fiscal deficit has been observed -- from 4.6 

percent of GDP in 2015-16 to 6.6 percent in 2017-18. However, the reasons for 

the sharp increase in fiscal deficit in each of these years were different. In 2016-

17, the fiscal deficit surged in the basis a sharp increase in expenditure, particularly 

provincial expenditure; while in 2017-18, it was a combination of slower growth in 

revenue and continued expansion of public spending.  Going forward, both 

spending and revenue measures have important implications for the economy and 

these need to be taken into account if the fiscal consolidation efforts are to be 

sustainable. 
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5.0   Fiscal Performance during 2017-18 

5(i)  Total Revenue 

5.1 Total revenue of the government is bifurcated into tax revenue and non-tax 

revenue. Tax revenue includes direct taxes and indirect taxes while non-tax 

revenue mainly consists of government receipts on its investments and provision 

of services. Total revenue of the government stood at Rs 5,228 billion during 2017-

18 as compared with Rs 4,937 billion during 2016-17, registering a growth of 6 

percent (Table 11). Net revenue receipts of the Federal Government, after transfer 

to provinces, declined by 4 percent to Rs 2,479 billion from Rs 2,583 billion.   

5.2 FBR collected Rs 3,842 billion during 2017-18 against Rs 3,361 billion during 

2016-17, entailing a growth of 14 percent. On back of this encouraging growth, 

FBR was able to achieve 96 percent of its target of Rs 4,013 billion (Table 2). Direct 

taxes, being the major contributor in total tax collection, was recorded at Rs 1,537 

billion. Moreover, the current government is geared towards rationalizing taxation 

policies and tax trajectory into right direction for fair and equitable revenue 

mobilization.   

5.3 While amongst the non-tax revenue, major collections came from SBP profits and 

mark up from PSEs, which showed the combined share of around 51 percent in 

total Federal non-tax revenue (Table 10). However, considering the growth 

perspective, all the components of non-tax revenues, except for SBP profits, 

royalties on oil & gas and windfall levy, recorded decline. This implies that one of 

the major reasons of the fiscal slippage was the contraction in non-tax revenue. 

5(ii)  FBR Collection 

5.4 FBR is responsible for a major portion of tax collections. During 2017-18, FBR took 

various initiatives to enhance resource mobilization and improve tax to GDP ratio. 

During the last six years ending 2017-18, FBR collection almost doubled from Rs 

1,936 billion in 2012-13 to Rs 3,842 billion in 2017-18. Similarly, FBR tax to GDP 

increased from 8.6 percent in 2012-13 to 11.2 percent in 2017-18. The details of 

tax collection against targets are depicted in the table below: 
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5.5 During 2017-18, the FBR original target of Rs 4,013 billion was revised downward 

to Rs 3,935 billion mainly due to revenue shortfall witnessed during the year. This 

was driven by the fact that it was an election year where the outgoing government 

reduced sales tax on POL products. In addition, reduction in withholding tax rate 

on mobile phone subscription and suspension of the same on mobile phone 

recharge further decreased FBR revenue collection.   

5(iii) Tax Wise Analysis 

5.6 FBR tax to GDP ratio improved over the last year’s level of 10.5 percent and 

recorded at 11.2 percent in 2017-18. Both direct and indirect taxes grew by around 

14 percent in 2017-18. Despite reduction in corporate tax rate (other than banks) 

and low bank profitability, revenue from direct tax showed robust growth. This was 

mainly supported by one-off receipt under the tax amnesty scheme of around Rs 

90 billion. The proportion of taxes collected by FBR for each segment in 2017-18 

remained almost same when compared with 2016-17 particularly in case of direct 

taxes and sales tax whereas minor changes were observed in Federal excise duty 

and customs duty as depicted in the graph below:  

Table-2: Comparison of Tax Collection against Targets (2017-18) - (Rs in billion) 

Tax Head 
Original 
Budget 

Provisional 
Collection 
(2017-18) 

Provisional 
Collection 
(2016-17) 

Achievement of 
Target (%) 
(2017-18) 

FBR Taxes 4,013.0  3,842.1 3,361.0  95.7 

Direct Taxes 1,594.9  1,536.6 1,343.2  96.3 

Sales Tax 1,605.2  1,491.3 1,323.3  92.9 

Federal Excise Duty 231.5  205.9                   198.6  88.9 

Customs Duty 581.4  608.3 496.0  104.6 

Other Taxes                317.5  223.4 286.4 70.4  

Federal Tax Revenue             4,330.5             4,065.8             3,647.5  93.9  

Provincial tax Revenue 581.5 401.4 321.7 69.0 

Total Tax Revenue       4,912.0  4,467.2  3,969.2  90.9 

Source: Annual Budget 2017-18 & Fiscal Operations 2017-18  
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Head Wise Analysis of Direct Taxes 

5.7 Direct taxes are primarily categorized as voluntary payments, collection on 

demands and withholding taxes (WHT). Direct taxes contribution remained at 40 

percent in total FBR tax receipts during 2017-18 amounted to Rs 1,537 billion. 

Although, reduction in corporate tax rates (other than banks) and low profitability 

in the banking sector were observed during 2017-18. However, the introduction of 

amnesty scheme contributed to offset the impact of these reductions. This resulted 

in improvement in direct tax collection, which reflected a growth of 14 percent 

(around 8 percent after netting out the amnesty revenue) over the corresponding 

period last year. In addition, due to this one-off receipt, the direct taxes achieved 

96 percent of the original target during 2017-18, which was 86 percent during 

2016-17. The key highlights of tax amnesty scheme are shown in Box-1 
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Fig-2: Tax Wise Analysis
(Percentage of Total FBR)
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Box 1 - Key Highlights of Tax Amnesty Scheme 

I. The amnesty scheme was announced for the declaration of assets through two 
separate ordinances 

i) Foreign Asset (Declaration and Repatriation) Act 2018 and  
ii) Voluntary declaration of Domestic Assets Act 2018  

II. The minimum tax rate offered against the scheme ranged between 2 to 5 percent 
depending on the nature of the assets 

III. The number of tax filers increased by 75,000 exclusively through this scheme. 
IV. The scheme was initially introduced till 30th June 2018, subsequently scheme was 

extended up to 31st July 2018. 
V. Total amount collected till 30th June 2018 was around Rs 90 billion 

Source: State Bank of Pakistan 
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Table-3: Analysis of FBR Direct Tax Collection (Rs in billion) 

Tax Head 2017-18 2016-17 Growth ( %) 
 % share in 

2017-18 
 % share 

in 2016-17 

Voluntary Payments 377.4 370.5 1.9 24.7 26.3 

Collection on Demand 104.1 92.8 12.2  6.8 6.6  

W.H.T 1,047.3 944.1 10.9  68.5  67.1  

Gross Direct Taxes 1,528.8 1,407.4 8.6  100.0 100 

Total Net Direct Taxes 1,536.6 1,343.2 14.4  - -  

Source: FBR & Fiscal Operations (2016-17 & 2017-18)  
 

a-  Voluntary Payments 

5.8 This component includes Payments with Returns and Advance Tax. In this head, 

an amount of Rs 377 billion was generated during 2017-18 compared to Rs 371 

billion collected during last year. Collection from voluntary payments recorded a 

growth of around 2 percent. Major component of voluntary payment is advance tax 

where a sum of Rs 336 billion was collected against Rs 325 billion last year. 

Collection from advance tax grew by 3 percent during 2017-18. The second 

component of voluntary payments is payment with returns, which showed a decline 

of 8 percent during the year. The subdued growth of voluntary payments during 

2017-18 compared to 2016-17 was mainly due to lower profitability of the banking 

sector, which fell to Rs 245 billion during 2017-18 from Rs 302 billion during last 

year, registering a decline of around 19 percent. Another factor which contributed 

towards this decline was reduction in corporate tax rates from 31 percent to 30 

percent.  

b- Collection on Demand 

5.9 Collection on demand (COD) substantially improved by 12 percent and reached 

Rs 104 billion during 2017-18 from Rs 93 billion during 2016-17. Although, the 

share of COD to gross direct tax collection is small i.e. 7 percent but considerable 

improvement in growth was supported by the positive outcome in the audit process 

from random selection to risk-based audit. 
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c- Withholding Taxes 

5.10 Withholding tax (WHT) contributed a major chunk of around 69 percent in gross 

direct tax collection during 2017-18. The WHT collection during 2017-18 was Rs 

1,047 billion against Rs 944 billion 2016-17, indicating a growth of around 11 

percent. This growth was observed due to increased collection from trade volumes, 

electric bills, contracts, salaries and dividend income. On the other hand, 

withholding tax rate was reduced from 14 percent to 12.5 percent on mobile phone 

subscription. In addition, under Supreme Court order in June 2018, WHT on mobile 

phone recharge was suspended. This resulted in decline in revenue collection from 

mobile recharge and subscription. The performance of ten major components of 

withholding taxes are depicted in the table below: 

Table-4: Head Wise Collection of WHT (Rs in billion) 

Collection Head 
Collection 

Growth % 
% share 
2017-18 2017-18 2016-17 

Contracts 283.2 259.5 9.1 27.1  

Imports 218.8 197.0 11.0 20.9  

Salary 133.4 111.2 19.9 12.7  

Dividends 57.8 49.5 16.9 5.5 

Telephone 47.4 51.8 (8.5) 4.5 

Bank mark-up  45.6 42.6 7.2 4.4  

Cash Withdrawal 34.0 30.5 11.5 3.2  

Electric Bills 33.8 25.8 30.9 3.2  

Exports 28.3 24.3 16.6 2.7  

Technical Fee 26.1 24.3 7.1 2.5 

Sub total 908.3 816.5 11.2 86.7  

Total WHT 1,047.1 944.1 10.9 100.0  

% share in Gross Direct Tax 68.5 67.1  -  - 

 Source: FBR & Fiscal Operations (2016-17 & 2017-18) 

5.11 Noticeable growth in withholding tax collection was witnessed in electric bills (31 

percent) followed by salary (20 percent), dividends and exports (17 percent each). 

The ten major components of withholding taxes contributed around 87 percent of 

total WHT collection, in which contracts, imports and salaries jointly constituted 

around 61 percent. These are pronounced in the graph below: 
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Indirect Taxes 

Indirect taxes mainly include sales tax, Federal excise duties and custom duties. Indirect 

tax constituted 60 percent of the total FBR tax collection during 2017-18.   

Sales Tax 

5.12 Sales tax collections stood second in top revenue generating sources for FBR tax 

receipts after direct taxes. It constituted around 39 percent of FBR tax collections 

in 2017-18 with the collection of Rs 1,491 billion against Rs 1,329 billion collected 

last year (Table 2), which implies a growth of around 13 percent. The recovery in 

sales tax collection was in-line with increase in domestic demand because of 

growing income level of the country. In addition, pass through of increased global 

oil prices to end-consumers was one of the main contributing factor for increased 

sales tax collection. Domestic sales tax collection increased by 8 percent while 

collection of sales tax on imports grew by 17 percent (Table 5 & 6). This could be 

explained with the fact that the government absorbed some increase in POL prices 

via lowering POL sales tax. The declining share of domestic sales tax is not a 

favorable indication for revenue mobilization efforts. Therefore, the government 

needs to not only review the causes but take actions to support domestic products. 

The trends in past years show that the share of sales tax on imports is gradually 

rising in comparison to the falling share of sales tax on domestic products. 
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a.  Sales Tax from Imports 

5.13 Sales tax from imports is a significant component of sales tax receipts as the share 

of sales tax (imports) in total sales tax net collection was around 55 percent during 

2017-18. The share of sales tax from imports is rising compared to domestic sales 

tax during last couple of years. This growth is attributable to around 21 percent 

growth in the import value during 2017-18.1 Apart from imports, customs duties are 

also a basis for determination of sales tax on imports. Ten commodities contributed 

major chunk of around 80 percent in sales tax (imports) collection. The detailed 

data indicates that 64 percent of sales tax imports was contributed by POL 

products, iron & steel, vehicles, mechanical and electrical machinery.  

                                            
1 FBR Yearly Report 2017-18 
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Fig-4: Sales Tax Domestic V/s Imports

Sales Tax Imports Sales Tax Domestic

Table 5: Commodity/Source Wise Collection of Sales Tax at Import Stage (Rs in billion) 

Commodities/Source 
Collection  % share  

2017-18 2017-18 2016-17  % growth 

POL Products         264.2         212.0           24.6  32.4 
Machinery & Mechanical Appliances           68.6           62.9             9.1  8.4 
Iron and Steel           68.3           55.3           23.5  8.4 
Vehicles (Non-Railway)           66.8           53.1           25.8  8.2 
Electrical Machinery           51.7           50.0             3.4  6.3 
Plastic Resins etc.           45.1           35.6           26.7  5.5 
Edible Oil           41.0           34.9           17.5  5.0 
Organic Chemicals           17.6           13.4           31.3  2.2 
Oil Seeds, Oleaginous Fruit, Misc.           16.1           13.3           21.1  2.0 
Tea & Coffee           13.3           12.1           9.9  1.6 
Sub Total 652.7 542.4          20.3  80.1 
Others 161.9 152.3 6.3 19.9 
Sales Tax (Import) Net 814.7 694.7          17.3  100 

                                                                                                                Source: FBR & Fiscal Operations (2016-17 & 2017-18) 
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5.14 Total collection of sales tax at import stage increased by around 17 percent to 

stand at Rs 815 billion during 2017-18 against Rs 695 billion in the previous year. 

POL products were the leading source of sales tax collection at import stage with 

share of around 32 percent. All major commodities exhibited growth in the 

collection of sales tax driven by their respective value of imports.  

b. Sales Tax from Domestic Market 

5.15 The overall collection of domestic sales tax grew by 8 percent from Rs 629 billion 

in 2016-17 to Rs 677 billion in 2017-18. The combined share of top two 

commodities/sources (POL products and electrical energy) constituted around 49 

percent of net sales tax collections from domestic market. The details of major ten 

items are shown in table below: 

Table-6: Commodity/Source wise Collection of Sales Tax from Domestic Market (Rs in billion) 

Commodities/Source 
Collection % share 

2017-18 2017-18 2016-17 % growth 

POL Products           283.0            225.8            25.3               41.8  

Electrical Energy             45.3              45.7             (0.9)                6.7  
Withholding agents             26.0              23.5            10.5                 3.8  
Cement             24.1              29.7           (18.9)                3.6  
Cigarettes             20.5              17.6            16.9                 3.0  
Natural Gas             20.3              11.7            73.7                 3.0  
Sugar             19.9              23.4           (15.3)                2.9  
Aerated Waters/Beverage             17.7              18.7             (5.5)                2.6  
Food Products             15.2              15.6             (2.5)                2.2  
Iron & Steel Products             14.9              12.3            21.0                 2.2  
Sub Total           486.9            424.1            14.8               72.0  

Other Sectors           189.7            204.5             (6.2)              28.0  
Sales Tax (Domestic) Net           676.6            628.6              7.6              100.0  

Source: FBR & Fiscal Operations (2016-17 & 2017-18) 

5.16 The collection from POL products was 42 percent, being the top revenue 

generating source and contributing even more in sales tax from domestic market 

as compared to sales tax from imports and grew by 25 percent during 2017-18. 

Other major contributors were natural gas (74 percent), iron & steel (21 percent), 

cigarettes (17 percent) and withholding agents (11 percent). However, cement, 

electrical energy, sugar, food products and aerated waters/beverage, registered 

decline. 
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Customs Duty 

5.17 Customs duty constituted around 26 percent and 16 percent of indirect taxes and 

FBR taxes, respectively (Table 2). Net collection from customs duty during 2017-

18 stood at Rs 608 billion entailing growth of around 23 percent. This rise in custom 

duty is attributed to number of factors such as increase in additional custom duty 

by 1 percent and increase in regulatory duty on a number of non-essential items. 

In addition, improvement in general income level along with sustained economic 

activity also contributed towards the improvement in collection of custom duty. 

Customs duty surpassed its budgeted target by around 5 percent. This can be due 

to the change in tax laws, higher collection of imports, raise in FED on cigarettes 

and cement.  

5.18 Around 59 percent of customs duty collections have emanated from 10 major 

commodities (Table 7). Yet, reassuringly, all the major revenue spinners have 

exhibited growth in the customs duty collection with the largest growth witnessed 

in plastic resins (59 percent). Commodity wise collection of the customs duty is 

given below: 

Table-7: Commodity Wise Collection of Customs Duty (Rs in billion) 

Commodities 
Collection % share 

2017-18 2017-18 2016-17 % growth 

Vehicles (Non-Railway) 97.1 78.3 24.0 15.6 

POL Products 70.7 60.9 16.0 11.3 

Iron & steel  41.4 33.2 24.7 6.7 

Machinery & Mechanical Appliances 38.9 35.6 9.4 6.3 

Electrical Machinery 30.9 26.0 18.5 5.0 

Edible Oil 28.2 24.9 13.1 4.5 

Ceramic Products 21.8 17.0 27.9 3.5 

Plastic Resins 12.2 7.7 59.2 2.0 

Articles of Iron & Steel 11.8 11.6 1.8 1.9 

Paper & Paperboards 11.7 9.6 22.4 1.9 

Sub Total 364.9 305.0 19.6 58.6 

Other Sectors 258.2 202.1 27.8 41.4 

Gross 623.1 507.1 22.9 100.0 

Refund/Rebate 14.7 11.1 32.9           -   

Net 608.3 496.0 22.6           -   

Source: FBR & Fiscal Operations (2016-17 & 2017-18) 
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5.19 Unlike sales tax, collection from custom duty is less concentrated around any 

particular commodity. However, vehicle and POL products remained the major 

contributor with a combined share of around 27 percent of total customs duty 

collection. 

5.20 All the major commodities exhibited growth. This was mainly due to increase in 

commodity prices along with depreciation of Pak Rupee. The combined effect of 

both the factors pushed up the landed prices of imported items, which resulted in 

increase in custom duty collection. 

Federal Excise Duty 

5.21 Federal Excise Duty (FED) constituted 9 percent of indirect taxes and 5 percent of 

the taxes collected by FBR, respectively. The collection from FED registered a 

growth of 4 percent during 2017-18 as compared with last year. The net collection 

from FED stood at Rs 206 billion in 2017-18 against Rs 199 billion recorded during 

the last year. However, the revenue target of FED was missed by around 11 

percent (Table 2). 

Table-8: Commodity Wise Collection of FED (Rs in billion) 

Commodities 
Collection % share 

2017-18 2017-18 2016-17 % growth 

Cigarettes &  Tobacco 67.1 66.3 1.2 32.6 

Services 53.9 36.8 46.5 26.2 

Cement 44.9 46.9 (4.3) 21.8 

Beverages & Concentrate 22.3 22.5 (0.9) 10.8 

Natural Gases 10.7 11.3 (5.3) 5.2 

Edible Oil/RDB Palm Oil 3.8 2.6 46.2 1.8 

Sub-total 202.8 186.5 8.7 98.5 

Others 3.1 12.1 (74.4) 1.5 

Gross 205.9 198.6 3.7 100.0 

Refund 0.0 0.0 0.0 - 

Net 205.9 198.6 3.7 - 

Source: FBR & Fiscal Operations (2016-17 & 2017-18) 

5.22 Cigarettes & tobacco sector constituted major share in FED collection of 33 

percent with services and cement taking the second and third place. However, 

despite higher contribution of cigarette and tobacco in total FED collection, the 
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reduction on FED rate on lower tier cigarettes was one of the contributing factor 

towards slightly lower pace of FED collection in 2017-18 as compared to 2016-17 

in terms of growth i.e. the growth in FED collection was 3.7 percent in 2017-18, 

compared with 4.2 percent in 2016-17. In addition, other contributing factors 

towards the deceleration in terms of growth were cement, beverages and natural 

gases, which declined in 2017-18 as a result of slowdown in manufacturing activity 

in all these areas particularly during the last quarter of 2017-18. 

Other Taxes 

5.23 Government also relied on other sources of indirect taxes which include petroleum 

levy, Gas Infrastructure Development Cess (GIDC), Natural Gas Development 

Surcharge, Airport Tax and ICT Tax. Other taxes declined by 29 percent during 

2017-18 and achieved only 70 percent of their budgetary target. This implies 

shortfall of around Rs 94 billion from the budgeted collection. This was mainly 

because government was unable to collect most of the GIDC owing to cases filed 

by the consumers in court, which resulted in shortfall of around 86 percent under 

this category of other taxes.  However, collection from petroleum levy stood at Rs 

179 billion against the target Rs 160 billion (achievement of 112 percent), while 

posting a growth of 7 percent. Brief analyses of other taxes are depicted in the 

table below:  

  Table-9: Analysis of Other Taxes Collection (Rs in billion) 

Tax Head 
Budget 
2017-18 

2017-18 2016-17 
Growth 

(%) 
% share in 
(2017-18) 

Target 
Achieved (%) 

Petroleum Levy 160.0  179.0  166.7  7.4 80.1 111.9 

GIDC 110.0         15.6       42.1  (63.0) 7.0 14.1 

Natural Gas Development 
Surcharge 

43.0         24.2  73.3  (67.0) 10.8 52.3 

Other Taxes (ICT) 4.4           5.4         4.3  25.6 2.4 122.7 

Airport Tax 0.1           0.0  0.0  0.0 0.0 25.6 

Total Other Taxes  317.5      223.6   286.4  (29.0) 100.0 70.4 

Source: Annual Budget 2017-18 & Fiscal Operations (2016-17 & 2017-18) 
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5(iv)  Non-Tax Revenue  

5.24 Non-tax revenue collection of Federal Government stood at Rs 630 billion against 

a target of Rs 980 billion (Table 10). This implies an achievement of around 64 

percent of the target.  The decline of 30 percent  non-tax revenue from the level of 

last year is largely attributable to shrinkage in defense revenue particularly 

reimbursements from Coalition Support Fund which did not materialize. Another 

factor was the poor financial state of PSEs which led to their debt restructuring and 

reduction in mark-up payments from PSEs by around 12 percent.  

5.25 SBP profits remained the largest contributor with share of almost 37 percent of the 

total non-tax revenue collection of Federal Government, registering a mere growth 

of 2 percent to stand at Rs 233 billion. However, it fell short of budgeted target by 

10 percent (Table 10). The historical trend of SBP profits is highlighted in the graph 

below:                

 

5.26 Therefore, in addition to SBP profits, other non-tax revenue spinners such as one-

off revenue receipts like sale proceeds, foreign grants, extraordinary receipts 

particularly uptick in royalties of oil and gas and windfall levy on crude oil could not 

offset the drag in non-tax revenue because of relatively smaller contribution. Head 

wise comparison of non-tax revenue collection can be seen in the table below: 
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Table-10: Sources of Non-Tax Revenue (Rs in billion) 

Sources of Taxation 
Budgeted 
(2017-18) 

2017-18 2016-17 
% 

growth 
% 

share 

Target 
Achieved 

(%) 

SBP profits 260.0 233.2 227.8 2.4 37.0 89.7  

Mark-up (PSE's) 96.0 87.8 99.7 (11.9) 13.9 91.5  

Royalty on Oil and Gas 58.5 58.2 53.0 9.8 9.2 99.5  

Dividends 93.0 57.5 69.7 (17.5) 9.1 61.8  

Mark-up (Provinces) 14.1 16.2 13.6 19.1 2.6 114.9  

Profits: Post Office / PTA  11.0 16.0 33.6 (52.4) 2.5 145.5  

Citizenship & Naturalization, Passport 
fee 

28.0 16.0 20.1 (20.4) 2.5 57.1  

Defense 142.0 12.8 67.8 (81.1) 2.0 9.0  

Discount Retained on Crude Price 10.0 9.1 9.1 0.0 1.4 91.0  

Windfall Levy 8.0 3.9 1.6 143.8 0.6 48.8  

Petroleum Levy on LPG  2.0 2.1 - - 0.3 105.0  

Others 257.2 118.0 305.6 (61.4) 18.7 45.9  

Gross Receipts 979.9 630.4 901.6 (30.1) 100.0 64.3  

Source: Annual Budget 2017-18 & Fiscal Operations (2016-17 & 2017-18) 
 

6.0  Total Expenditure 

6.1 Government’s total expenditure is the aggregate of two major components; current 

expenditure and development expenditure. The consolidated government 

expenditure registered a growth of 10 percent during 2017-18 and stood at Rs 

7,488 billion (Table 11). The growth witnessed in total expenditure was lower than 

last year primarily due to decrease in development expenditure, which reduced by 

around 4 percent during 2017-18 on the back of reduction in Public Sector 

Development Program (PSDP) spending.  However, provinces, infrastructure, 

power and energy and special development programs remained the priority areas 

during 2017-182. The aim was to curtail current expenditure in order to enhance 

development spending. However, this trend was reversed as evident from this 

year’s figures primarily as a consequence of slower releases for PSDP spending 

due to election year and interim government’s term towards the end of 2017-18.  

                                            
2 PSDP release summary 30-June 2018 
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Table-11: Consolidated fiscal position of the government 2017-18 

 
Budgeted 
2017-18 

Provisional  % 
growt

h 

 % of 
GDP  

% of 
Budget 
2017-18 2017-18 2016-17 

Total Revenue 6,167.0 5,228.0 4,936.7 5.9 15.2 84.8 

       Tax Revenue 4,912.0 4,467.2 3,969.2 12.5 13.0 90.9 

       Non Tax Revenue 1,255.0 760.9 967.5 (21.4) 2.2 60.6 

Total expenditure 7,647.0 7,488.1 6,800.5 10.1 21.8 97.9 

a) Current expenditure 5,394.0 5,854.3 5,197.9 12.6 17.0 108.5 

    of which mark-up payments 1,363.0 1,499.9 1,348.4 11.2 4.4 110.0 

    Domestic 1,231.0 1,322.7 1,220.3 8.4 3.8 107.4 

    Foreign 132.0 177.3 128.2 38.3 0.5 134.3 

Provincial current expenditure 1,943.0 2,064.5 1,725.7 19.6 6.0 106.3 

Defense expenditure 920.0 1,030.4 888.1 16.0 3.0 112.0 

b) Development expenditure and net 
lending 

2,253.0 1,621.7 1,680.7 (3.5) 4.7 72.0 

   Development expenditure 2,265.0 1,584.1 1,693.5 (6.5) 4.6 69.9 

       PSDP 2,113.0 1,456.2 1,577.7 (7.7) 4.2 68.9 

       Other Development expenditure 152.0 127.8 115.7 10.5 0.4 84.1 

Net lending (12.0) 37.6 (12.8) (393.8) 0.1 (313.3) 

c) Unidentified expenditure - 12.4 (78.0) (116.7) 0.0 - 

Overall fiscal balance (1,480.0) (2,260.4) (1,863.8) 21.3 (6.6) 152.7 

 percent of GDP 4.1 6.6 5.8 13.2 - 161.0 

Financing of fiscal balance 1,480.0 2260.4 1863.8 21.3 6.6 152.7 

a) External sources 511.0 785.2 541.4 45.0 2.3 153.7 

b) Domestic sources 968.0 1,475.2 1,322.4 11.6 4.3 152.4 

Non-Bank 528.0 352.7 276.6 27.5 1.0 66.8 

Bank 390.0 1,120.5 1,045.8 7.1 3.3 287.2 

     Privatization Proceeds 50.0 2.0 -   4 

GDP at market prices 35,919.0 34,396 31,963 7.6 100.0 95.7 

Source: Budget Wing & Fiscal Operations (2016-17 & 2017-18) 
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6(i) Current Expenditure 

6.2 Current expenditure mainly constitutes general public services and defence 

expenditure. Current expenditure was recorded at Rs 5,854 billion in 2017-18 and 

witnessed a growth of around 13 percent. The component wise analyses of current 

expenditure are as follows: 

General Public Services 

6.3 Around 42 percent of the current expenditure was allocated to expenditure on 

general public services down from around 44 percent last year to stand at Rs 2,436 

billion in 2017-18 (Table 12). The general public services mainly included the mark-

up payments on foreign/domestic debt, pensions & annuities and grants. Mark-up 

payments on domestic debt constituted around 54 percent of general public 

services expenditure and 23 percent of the total current expenditure, while mark-

up payments on foreign debt constituted around 7 percent of these expenditure 

and almost 3 percent of the total current expenditure. Mark-up payments on 

domestic debt increased by 8 percent compared with last year which displays a 

rising trend over the years. The total mark-up payments (domestic & foreign debt) 

increased to 20 percent of total expenditure slightly up from 19.8 percent last year 

and constituted 4.4 percent of GDP compared with 4.2 percent last year.          

6.4 Superannuation and pension costs are another main component of the general 

public services. The segment witnessed 10 percent growth to stand at Rs 334 

billion compared with Rs 304 billion. 

Table-12: Components of General Public Expenditure (Rs in billion) 

Expenditure 2017-18 2016-17  % growth  % share 2017-18 

Mark-up on domestic debt 1,322.7  1,220.3   8.4  54.3 

Mark-up on foreign debt 177.3  128.2   38.2  7.3 

Superannuation allowances & pension 333.7  303.8   10.0 13.1 

Grants (other than provinces) 383.7  352.1   9.0 15.8 

Other general public service 219.0  257.7   15.0 8.9 

Total 2,436.3  2,262.0   7.7  100.0  

Source: Fiscal Operations (2016-17 & 2017-18) 
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Subsidies 

6.5 Total subsidies declined by 26 percent to Rs 114 billion compared with last year 

in-line with government objectives to rationalize subsidies. Moreover, subsidies 

remained within the budget target on account of both power and food & agriculture 

sector. The power sector consumed 74 percent of total subsidies whereas 17 

percent was consumed by food & agriculture sector during 2017-18. It is also worth 

mentioning that no budget of subsides was allocated to petroleum sector and oil 

refineries mainly because of the decline in the international oil prices. Despite 

decreasing trend, the amount of subsidies to power sector remain a burden on the 

government’s resources and implies the need for macroeconomic restructuring to 

make the power sector viable, independent and self-sufficient. The new 

government is boarded on the path for economic restructuring to mobilize revenue, 

consolidate fiscal situation and revive the economy. This is expected to result in 

improvement in the socio-economic outlook and reduce the burden of subsidies.  

Table-13: Subsidies (2014-2018) - (Rs in billion) 

Subsidies Power sector Food and Agriculture Oil Refineries Others Total 

2017-18 

Budget Estimate 118.0 25.8 - - 143.8 

Actual Subsidies 84.0 19.7 - 10.5 114.2 

Percent Share 73.6 17.2 - 9.2 100.0 

2016-17 

Budget estimate 118.0 29.3 - 0.3 147.6 

Actual subsidies 118.0 33.2 - 2.5 153.7 

Percent share 76.8 21.6 - 1.6 100.0 

2015-16 

Budget estimate 118.0 18.6 1.0 0.0 137.6 

Actual subsidies 171.2 34.8 - 1.2 207.2 

Percent share 82.6 16.8 - 0.6 100.0 

2014-15 

Budget estimate 185.0 15.0 2.0 1.2 203.2 

Actual subsidies 221.0 20.3 - 0.3 241.6 

Percent share 91.5 8.4 - 0.1 100.0 

2013-14 
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Table-13: Subsidies (2014-2018) - (Rs in billion) 

Subsidies Power sector Food and Agriculture Oil Refineries Others Total 

Budget estimate 220.1 15.0 4.0 1.3 240.4 

Actual subsidies 292.3 12.5 0.0 0.9 305.7 

Percent share 95.6 4.1 0.0 0.3 100.0 

Source: Budget Wing 

6(ii) Development Expenditure  

6.6 Development expenditure and net lending decreased to 4.7 percent of total GDP 

compared with 5.3 percent last year. Development expenditure and net lending 

decreased to Rs 1,622 billion in 2017-18 from Rs 1,681 billion during 2016-17 

posting a decline of around 4 percent (Table 11) in comparison to the growth of 28 

percent witnessed last year. This could be attributed to slower release of allocated 

funds to PSDP by Federal Government due to election year and interim 

government’s term towards the end of June 2017-18. The decrease in PSDP by 8 

percent resulted in overall decrease in development expenditure by around 7 

percent. 

6.7 However, other development expenditure grew by around 11 percent and stood at 

Rs 128 billion during 2017-18 (Table 11) on the back of higher disbursements from 

Benazir Income Support Program (BISP). Development expenditure and net 

lending constituted around 22 percent of the total expenditure during 2017-18 and 

fell short of the budgetary target by 28 percent. This reflects a need for institutional 

implementation for an effective strategy to increase spending on account of 

development expenditure to support economic growth and rationalize spending on 

current expenditure of the government. Going forward, the present government 

plans to invest more resources towards the targeted development expenditure in 

the wake of the current socio-economic environment to contribute in economic 

growth. 

7.0  Provincial Fiscal Operations 

7.1 Provinces posted overall deficit of around Rs 18 billion during 2017-18 against the 

deficit of Rs 16 billion recorded last year (Table 15). The increase in deficit was 

largely attributed to the performance of two provinces i.e. Sindh and Punjab with 

deficit from Sindh stood at Rs 35 billion followed by Punjab at Rs 17 billion. On the 
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other hand, Khyber Pakhtunkhwa and Baluchistan reported surpluses of Rs 10 

billion and Rs 24 billion, respectively. 

7.2 The provincial revenues grew by 21 percent and stood at Rs 2,939 billion during 

2017-18 against the growth of 6 percent during 2016-17. However, expenditure 

grew at a slower rate compared to last year. Total provincial expenditure was 

recorded at Rs 2,961 billion and grew by 14 percent during 2017-18 against the 

growth of 20 percent during 2016-17 (Table 14). Although, the gap between 

revenue and expenditure has been reduced during 2017-18, but the time lag 

involved in realization and settlement of funds allocated for spending purposes 

during 2017-18, led overall provinces to be net borrower by the end of June 2018. 

7.3 The higher pace of growth in overall provincial revenue reflects the efforts of 

provinces to improve their own revenue collection. One of the major contributing 

factors for the increase in pace of revenue collection was the sustained increase 

in sales tax on services GST by 31 percent during 2017-18. However, the major 

revenue spinner in terms of growth proved to be stamp duties, which grew by 64 

percent particularly from the introduction of new services of e-stamping in Punjab 

(Box-2). 

7.4 Although higher revenues were collected from stamp duties, property taxes 

declined by 21 percent mainly because of lower collection in Punjab.  In addition, 

higher collection was witnessed from provincial non-tax revenue, which grew by 

Box 2 - Key Highlights of E-Stamping agreement in Punjab 

I. The collaboration between Punjab Information Technology Board (PITB) and Punjab 
Government took place in 2016 for the introduction of E-stamping 

II. The goal was to minimize the leakages out of long procedures for legal requirements 
III. The implementation took place in 2017-18 
IV. The results were reflected in the performance of Punjab Government’s revenue against 

other provinces as follows: 

Table-14: Performance in Stamp Duties-E-Stamping (Rs in billion) 

Province Punjab Sindh KPK Baluchistan Total Revenue 
(Stamp Duties) 

2017-18 51.7 9.4 1.2 0.4 62.8 

2016-17 28.7 8.0 1.0 0.4 38.2 

Growth 2017-18 in Percent 80.0 17.0 29.0 2.0 64.0 
Fiscal Operations 2017-18 
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almost 85 percent and stood at Rs 147 billion. This was mainly because of profits 

generated from hydroelectricity from Khyber Pakhtunkhwa and Punjab. 

7.5 Development expenditure witnessed growth of 3 percent to record at Rs 880 billion 

during 2017-18, provinces spent more on agriculture, livestock, manufacturing and 

construction. Mark-up payments and other current expenditures posted growths of 

around 19 percent and 20 percent, respectively. Main highlights from provincial 

fiscal operations are shown in the table below:  

7.6 It is also important to highlight that the increasing trend of provincial deficit is 

passed on to the Federal position because of the NFC awards. In addition, the 

Federal Government is liable to transfer funds through Federal transfers and 

grants to provinces.  Therefore, the performance of provinces particularly, Sindh 

and Punjab, which experienced deficits, need to be aligned through better 

expenditure management and tapping unexplored revenues sources.   

8.0 Total Fiscal Deficit 

8(i) Fiscal, Primary and Revenue Balance 

The fiscal performance can also be assessed through analysis of revenue and primary 

balances as follow:  

Table-15: Provincial Fiscal Operations (Rs in billion) 

Fiscal Operations 2017-18 2016-17 
 % growth  

   2017-18 

Total revenue* 2,938.4 2,428.2 21.0 

a) Tax revenue 401.4 321.8 24.7 

b) Non-tax revenue 146.7 79.5 84.9 

c) Federal Loans and Grants 173.0 61.2 182.6 

Total expenditure 2,960.9 2,591.5 14.3 

a) Current expenditure** 2,080.7 1,739.3 19.6 

b) Development expenditure 880.1 

+ 

852.2 3.3 

Statistical discrepancy   5.3 147.4 (96.4) 

Fiscal Surplus/ (Deficit) (17.5)  (15.9)                 10.1 

* Includes Rs 1,966 billion and Rs 2,217 billion received from the Federal Government in 2016-17 and 2017-18 respectively. 
**Includes Rs 13.6 billion and Rs 16.2 billion as mark-up paid to Federal Government in 2016-17 and 2017-18 respectively.       

    Source: Fiscal Operations (2016-17 & 2017-18) 



Fiscal Policy Statement 2018-19 
 

 
25 

8.1 The revenue deficit3, which excludes development expenditure, recorded at 1.7 

percent of GDP in 2017-18 compared with 0.7 percent during the preceding fiscal 

year. This rise in revenue deficit shows that growth in current expenditure was 

higher than the growth in revenue during 2017-18. This was mainly driven by the 

increase in servicing of debt, both domestic and external by around Rs 151 billion. 

The main reasons which contributed towards the increase in markup include 

growth in volume of public debt, which increased by around Rs 3,544 billion, 

devaluation of exchange rates by around 16 percent and increase in discount rate 

by 75 bps during 2017-18.  

8.2 Similarly, the primary deficit4, which excludes interest payments, increased to 2.1 

percent of GDP during 2017-18 from 1.5 percent during 2016-17 indicating a much 

faster increase in non-interest expenditure compared to revenue. The trends in 

fiscal, revenue and primary balance are depicted in the graph below: 

 

        

8(ii) Financing of Fiscal Deficit 
8.3 Government financed around 65 percent of its budget deficit from domestic 

sources while the rest was financed from external sources. Within domestic 

sources, banking sector contributed around 76 percent while the rest was 

contributed by non-banking sector and Rs 2 billion privatization proceeds. Out of 

                                            
3 Revenue balance is the total revenues minus current expenditure. The persistence of revenue deficit indicates that the government 
is not only borrowing to finance its development expenditure, but partially to finance its current expenditure. 
4 Primary balance is the total revenues minus non-interest expenditure or fiscal deficit before interest payments. Primary balance is 
an indicator of current fiscal efforts since interest payments are predetermined by the size of previous deficits. 
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total banking system mobilization, most of debt was obtained in the form of short 

term domestic debt instruments. The non-bank sources mainly include national 

savings schemes and private sector investment in government securities. 

9.0 Fiscal Performance July-September, 2018 

9.1 The growth of around 12 percent in total expenditure outpaced the growth of 8 

percent in total revenue, resulting in fiscal deficit of 1.4 percent of GDP during first 

quarter of 2018-19, which was slightly higher than 1.2 percent recorded in first 

quarter last year. It was largely because of increase in interest rates both in 

domestic market and international market along with currency devaluation, which 

led to increase in debt servicing. Government initiated reforms on the revenue side 

and implemented a home grown adjustment plan which is expected to bring long 

term benefits to the overall tax structure, current account and fiscal deficit, going 

forward.     

Tax Revenue 

9.2 Tax revenue grew by 7 percent in the first quarter 2018-19 with the comparable 

period last year. Tax revenue as a percentage of GDP remained at 2.5 percent to 

stand at Rs 975 billion. FBR collections, which form major tax collection stood at 

Rs 832 billion. The new government is primarily focused on FBR reforms and 

intends to increase the number of tax payers by bringing the high net worth 

individuals into the tax net. 
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Non Tax Revenue 

9.3 Non-tax revenue increased by almost 12 percent and stood at Rs 127 billion in the 

first quarter of 2018-19. The major contributing factor towards the growth was on 

account of royalties on Oil and Gas. Further, other non-tax revenue sources such 

as profits received from SBP, mark-ups, dividends and petroleum levy on LPG also 

witnessed growth.  

Expenditure 

9.4 Total expenditure grew by 12 percent during first quarter of 2018-19 and recorded 

at Rs 1,643 billion.  The pace of growth was lower than last year, however, total 

expenditure increased mainly on back of debt servicing. The interest servicing 

increased mainly due to fresh mobilization of debt, increase in domestic and global 

interest rates as well as depreciation of Pak Rupee against main international 

currencies. However, PSDP expenditure was reduced to Rs 107 billion during first 

quarter 2018-19 from Rs 165 billion in the corresponding period last year. Going 

forward, the government is committed to expand revenues and curtail the current 

expenditure with effective management of financial resources and policy 

implementation.   

10.0 Economic Reforms 

10.1 Implementation of Government’s multi-faceted reforms for revival of Public Sector 

Enterprises (PSEs) is based on a number of pillars, which include divestment 

through strategic partnership and public offerings, strengthening enforcement of 

corporate governance rules, implementation of restructuring plans and regulatory 

reforms. Further, the Government has decided to develop appropriate governance 

structures for the PSEs learning from the best practices as adopted in countries 

like China and Malaysia. 

10.2 Transactions included the sale of minority stakes in United Bank Limited (UBL), 

Allied Bank Limited (ABL), Habib Bank Limited (HBL), Pakistan Petroleum Limited 

(PPL) and the strategic sale of National Power Construction Co. (NPCC).  

10.3 The Privatization Commission is in the process of formulating a new privatization 

plan for the government, all of the ministries are giving input on the formulation. 

Additionally, a reform strategy is being followed in case of the three major PSEs –
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Pakistan Steel Mills, Pakistan Railways and Pakistan International Airlines to 

improve the financial health of these entities as outlined below: 

I. Pakistan Steel Mills (PSM) 
10.4 During current year 2018-19, Pakistan Steel Mill has been delisted from 

privatization. After approval from cabinet, a business revival plan is being prepared 

at the Ministry of Industrial Production. Salary and wages for PSM’s employees 

have also been revived during 2018-19. 
 

II. Pakistan Railways (PR) 
10.5 Ministry of Railways and Pakistan Railways have developed Pakistan Railway 

Strategic Plan (PRSP) to guide the future development of the rail sector in 

Pakistan. The process to develop strategic plan was based on wide consultation 

within railways and among government departments. It also included an extensive 

operational review, study of international railways strategies and detailed 

economic and financial analysis.  

10.6 The PRSP is underpinned by a financial analysis tool referred to as the Analytic 

Business Model (ABM) to help evaluate the implications of various policy and 

investment options and it also provides traffic and pricing forecasts by freight, 

passenger and infrastructure functions. Over the next decade the strategy aims to 

transform Pakistan Railways into a modern, effective and sustainable mode of 

transport in Pakistan.  
 

III. Pakistan International Airlines (PIAC) 
10.7 PIAC has been converted into a company under Companies Ordinance 1984 in 

order to improve corporate governance and move PIA under a more efficient and 

up to date legal framework. A Strategic Business Plan 2018-22 has been 

developed, which provides a five-year roadmap for improving the national carrier’s 

performance. The Plan prioritizes segregation of non-core from core functions, 

improvement in customer experience/product, route rationalization, cost 

reduction/optimization, HR capability development and IT modernization. The Plan 

is supplemented by a financial restructuring plan, which focusses on curtailing 

financial and operational losses. 
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IV. Power Sector Reforms 
10.8 Broad based power sector reforms under the framework of National Power Policy 

2013 have improved the performance of public sector power sector distribution 

companies, both in terms of reduction in line losses and collection from consumers. 

As a result of signing of performance contracts, setting of quarterly performance 

targets, improved monitoring and enforcement, strengthening of legislation to 

purse electricity thefts, up-gradation of electricity transmission and distribution 

network, provision of incentives to collectors and introduction of mechanism of at-

source deduction. 

10.9 The dispute of DISCOs with NEPRA over the 2015-16 tariff has been resolved and 

new tariffs have been determined. The tariffs include multi-year tariffs for FESCO, 

IESCO & LESCO and yearly tariffs for the remaining DISCOs. In the new tariff the 

average allowable T&D losses for DISCOs have been rationalized from 15.2 

percent to 16.3 percent in light of the technical studies. Write-off of some old 

receivables has also been allowed to resolve the less than 100% recovery issue. 

The above provisions are expected to lead to full cost recovery and arrest buildup 

of circular debt in the sector.  

10.10 The amendment in NEPRA Act, will enable the Federal Government to implement 

policy decisions to address financial sustainability of the power sector and 

introduce framework for licensing electricity market operator, traders & system 

operator. 

10.11 Over 12,000 MWs of new generation capacity have been added to the national 

grid. Consequently, the industrial sector is having uninterrupted supply of 

electricity. The new power generation projects under implementation are based on 

a diverse mix of low cost power generation sources, including wind, solar, coal, 

nuclear, hydel and RLNG. To bridge the growing demand-supply gap of Natural 

Gas, the Government started importing LNG, with gas of 1,200 mmcfd to be 

available to power producers and industry. 

Way Forward 

10.12 Owing to the deteriorating performance of Public Sector Enterprises (PSEs) due 

to lack of relevant skills and expertise in relevant ministries/divisions, Government 

has decided to develop appropriate governance structure for the PSEs learning 
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from the best practices as adopted in countries like China and Malaysia. After 

detailed discussions with major stakeholders, government has decided to transfer 

the management control of PSEs to newly incorporated holding company to be 

named “Sarmaya-e-Pakistan Holding Limited (SPHL)”. As such the existing PSEs 

shall become subsidiaries of SPHL. The SPHL shall be incorporated as a company 

by Finance Division with 100% shareholding with the Government of Pakistan.   

10.13 The shares of the Federal Government in the existing PSEs shall be transferred to 

SPHL and appropriate changes in their respective Articles/Memorandum of 

Association shall be made. Suitable legislative measures shall be taken to enable 

the Federal Government to appoint the Board of Directors of the PSEs on the 

recommendations of SPHL. 

11.0 Review of Public Debt  

11.1 Fiscal Responsibility and Debt Limitation Act 2005 defines “Total Public Debt” as 

debt owed by government (including Federal Government and Provincial 

Governments) serviced out of consolidated fund and debts owed to the 

International Monetary Fund. Whereas, “Total Debt and Liabilities” of the country 

include “Total Public Debt” (Government Debt) as well as debt of other sectors as 

presented in the table below:  
Table-16: Pakistan's Debt and Liabilities 

(Rs in billion) 2008 2013 2014 2015 2016 
2017 
(P) 

2018 
(P) 

SEP 18 
(P) 

I. Government Domestic Debt 3,274.2  9,520.4 10,906.5 12,192.5 13,625.9 14,849.2 16,416.3 16,919.8 

II. Government External Debt 2,761.6  4,336.4 4,786.3 4,770.0 5,417.6 5,918.7 7,795.8 8,122.9 

III. Debt from IMF 91.3  434.8 298.4 417.6 633.1 640.8 740.8 740.7 

IV. External Liabilities1 88.5  307.9 324.2 377.6 377.1 373.8 622.3 620.7 

V. Private Sector External  Debt 128.4  465.5 500.4 539.2 709.1 1,183.2 1,639.3 1,701.1 

VI. PSEs External Debt 82.1  183.2 203.8 252.7 294.0 285.2 324.6 353.6 

VII. PSEs Domestic Debt 137.2  312.2 366.2 458.7 568.1 822.8 1,068.2 1,128.9 

VIII. Commodity Operations2 127.2  469.7 492.4 564.5 636.6 686.5 819.7 808.9 

IX. Intercompany External Debt from 
Direct Investor abroad 

             -   308.2 335.9 276.6 315.6 353.9 465.0 479.1 

A. Total Debt and Liabilities (sum 
I to IX) 

6,690.5  16,338.2 18,214.3 19,849.4 22,577.1 25,114.2 29,892.0 30,875.8 

B. Total Debt and Liabilities 
(excluding private sector external 
debt) 

6,562.1  15,872.7  17,713.9  19,310.2  21,868.1  23,930.9  28,252.7  29,174.6  

C. Total Public Debt (sum I to III)  6,127.1  14,291.7 15,991.3 17,380.2 19,676.6 21,408.7 24,952.9 25,783.4 

D. Total Debt of the Government3 5,650.8  13,457.3 14,623.9 15,986.0 17,823.2 19,635.4 23,051.5 23,717.7 

(As percent of GDP) 
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Table-16: Pakistan's Debt and Liabilities 

(Rs in billion) 2008 2013 2014 2015 2016 
2017 
(P) 

2018 
(P) 

SEP 18 
(P) 

Total Debt and Liabilities  62.9  73.0 72.4 72.3 77.6 78.6 86.9 80.4 

Total Debt and Liabilities (excluding 
private sector external debt) 

 61.7   70.9   70.4   70.4   75.2   74.9   82.1   76.0  

Total Public Debt 57.6  63.8 63.5 63.3 67.7 67.0 72.5 67.2 

Total Debt of the Government 53.1  60.1 58.1 58.3 61.3 61.4 67.0 61.8 

Memorandum Items         

GDP (current market price) 10,637.8 22,385.7 25,168.8 27,443.0 29,075.6 31,962.6 34,396.5 38,388.0 

Government Deposits with the 
banking system4 

476.3 834.4 1,367.3 1,394.1 1,853.5 1,773.3 1,901.3 2,065.8 

US Dollar, last day average 
exchange rates 

68.3 99.1 98.8 101.8 104.8 104.9 121.5 124.2 

P: Provisional 

1 External liabilities include Central bank deposits, SWAPS, Allocation of Special Drawing Rights (SDR) and Non-resident LCY deposits with central bank. 
2 Includes borrowings from banks by provincial governments and PSEs for commodity operations. 

3 As per Fiscal Responsibility and Debt Limitation Act, 2005 amended in June 2017, "Total Debt of the Government" means the debt of the government (including 
the Federal Government and the Provincial Governments) serviced out of the consolidated fund and debts owed to the International Monetary Fund (IMF) less 
accumulated deposits of the Federal and Provincial Governments with the banking system. 

4 Accumulated deposits of the Federal and Provincial Governments with the banking system. 

Source: State Bank of Pakistan 

11.2 The increasing twin deficits (fiscal and current account) continued to accelerate 

the pace of debt accumulation during 2017-18. Total public debt was recorded at 

Rs 24,953 billion by end June 2018, showing an increase of Rs 3,544 billion during 

the year. Main drivers of this increase were:   

 Budget deficit reached its highest level during last five years registering at 

Rs 2,260 billion or 6.6 percent of GDP. This higher fiscal deficit increased 

government reliance on borrowing from domestic and external sources, 

especially from the domestic banking sector. Government borrowed Rs 

1,120 billion from banking sources, Rs 353 billion from non-bank sources 

while external borrowing for the financing of budget deficit stood at Rs 785 

billion; 

 Revaluation losses due to appreciation of international currencies against 

US Dollar and depreciation of Pak Rupee against US Dollar increased the 

total public debt by around Rs 1.2 trillion; and 

 Rest of the increase in total public debt was on account of increase in credit 

balances of the government with the banking system. 

11.3 Similar to last year, composition of public debt in terms of maturity profile continued 

to witness unfavorable changes during 2017-18. Government relied mainly on 

short-term domestic borrowing while demand for medium to long term government 
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securities remained subdued in anticipation of change in the interest rates, inflation 

and liquidity conditions. On external public debt front, most of the loans were 

contracted through commercial sources mainly on floating rates. These factors 

contributed towards breach in few indicative ranges for public debt risk indicators 

as defined in Medium Term Debt Management Strategy (MTDS). 

 The upper range for the risk indicator “Domestic Debt Maturing Within a 

Year” was 65 percent while this indicator reached at 66.3 percent at end 

June 2018; 

 Similarly, upper range for “Domestic Debt Re-Fixing in 1 Year” and “Public 

Debt Re-Fixing in 1 Year” was envisaged at 65 percent and 55 percent 

respectively while these indicators stood at 66.6 percent and 55.5 percent 

respectively at end June 2018. 

11.4 One of the objectives of MTDS is to facilitate the development of debt capital 

markets. A well-developed debt market is essential to reduce financial risks of the 

overall economy, provide the government with a non-inflationary source of finance, 

create a well-balanced financial environment and promote economic growth. 

Government is taking various steps to provide an efficient and liquid secondary 

debt markets to the investors. 

11.5 During first quarter of 2018-19, total public debt reached Rs 25,783 billion at end 

September 2018 registering an increase of Rs 831 billion. The bifurcation of this 

increase is explained below:  

 Domestic debt registered an increase of Rs 504 billion while government 

borrowing for financing of fiscal deficit from domestic sources was Rs 331 

billion, indicating an increase in government credit balances with the 

banking system during the period under review; and  

 Increase in external public debt contributed Rs 327 billion to total public debt 

while government borrowing for financing of fiscal deficit from external 

sources was around Rs 211 billion. This differential was primarily due to 

revaluation losses on account of depreciation of Pak Rupee against US 

Dollar. Public debt per capita stood at Rs 120,099 during 2017-18.5    

                                            
5 Based on estimated total population of 207.8 million as per economic survey 2017-18 
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12.0 Servicing of Public Debt 

12.1 During 2017-18, public debt servicing was recorded at Rs 1,950 billion against the 

annual budgeted estimate of Rs 1,689 billion. Total debt servicing increased by 

around 3 percent during 2017-18 compared with last fiscal year6 which was driven 

by higher interest servicing while external debt repayments remained lower than 

last fiscal year. The interest servicing grew by around 11 percent mainly due to 

increased borrowing on account of higher than budgeted fiscal deficit, increase in 

domestic and global interest rates as well as depreciation of Pak Rupee against 

main international currencies also contributed towards this rise.   

Table-17: Public Debt Servicing (Rs in billion) 

 

2017-18 

Budgeted Actual 
Percent of 
Revenue 

Percent of 
Current 

Expenditure 

Repayment of External Debt 326.4 450.2  8.6 7.7 

Total External Principal Repayment (A) 326.4  450.2  8.6 7.7 

Servicing of External Debt 132.0   177.3  3.4 3.0 

Servicing of Domestic Debt  1,231.0  1,322.6  25.3 22.6 

Total Interest Servicing (B) 1,363.0 1,499.9  28.7 25.6 

Total Servicing of Public Debt (A+B) 1,689.4 1,950.1 37.3 33.3 

Source: Budget Wing and Debt Policy Coordination Office Staff Calculations, Ministry of Finance 

 

13.0 Report on Compliance with FRDL Act 2005 

The FRDL Act, 2005 requires that the Federal Government take measures to reduce total 

public debt and maintain it within prudent limits thereof. The following sections identifies 

the various limits prescribed by the FRDL Act, and reports on progress thereof. 

(1) limiting of Federal fiscal deficit excluding foreign grants to four percent of gross 

domestic product during the three years, beginning from the financial year 

2017-18 and maintaining it at a maximum of three and a half percent of the gross 

domestic product thereafter;  

The federal fiscal deficit (excluding grants) was recorded at Rs 2,243 billion or 6.5 percent 

of GDP during 2017-18, thus, remained higher than the threshold of 4 percent.  

                                            
6 Total debt servicing was recorded at Rs 1,893 billion while the interest servicing was Rs 1,348 billion during 2016-17 
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(2) ensuring that within a period of two financial years, beginning from the financial 

year 2016-17, the total public debt shall be reduced to sixty percent of the 

estimated gross domestic product; 

Total public debt and total debt of the government as percentage of GDP stood at 72.5 

percent and 67 percent respectively at end June 2018, thus, remained higher than the 60 

percent threshold.  

(3) ensuring that within a period of five financial years, beginning from the financial 

year 2018-19 total public debt shall be reduced by 0.5 percent every year and 

from 2023-24 and going upto financial year 2032-33 a reduction of 0.75 percent 

every year to reduce the total public debt to fifty percent of the estimated gross 

domestic product and thereafter maintaining it to fifty percent or less of the 

estimated gross domestic product; and”;  

The debt reduction path in terms of GDP has been envisaged after 2017-18 to reduce the 

public debt to GDP ratio to 50 percent by 2032-33 and thereafter maintaining it at or below 

that level.  

(4) Not issue “new guarantees, including those for rupee lending, bonds, rates of 

return, output purchase agreements and all other claims and commitments that 

may be prescribed, from time to time, for any amount exceeding two percent of 

the estimated gross domestic product in any financial year: Provided that the 

renewal of existing guarantees shall be considered as issuing a new 

guarantee.” 

During 2017-18, the government issued new guarantees including rollovers amounted to 

Rs 324 billion or 0.94 percent of GDP.  

14.0   Conclusion 

14.1 To bolster macroeconomic stability, revenue mobilization should be given priority 

along with rationalization of current expenditure. The performance of many PSEs 

has deteriorated over past many years. In this regard, the government has taken 

an initiative to set up “Sarmaya-e-Pakistan Holding Limited (SPHL)” to revive loss 

making PSEs. The most critical aspect and objective of SPHL is to get these 

entities out of the administrative control of various ministries and put them under 

professional management with requisite sectoral expertise.  
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14.2 The present government is restructuring FBR wherein the tax structure is being 

segregated between policy and collection. The purpose of proposed structure will 

address any existing and potential conflict of interests. In addition, it will also help 

in better engagement of policy-makers with various stakeholders to devise 

business friendly taxation policies. In this connection, FBR has also initiated a 

project of “Strengthening Tax System and Building Tax Policy Analysis Capacity” 

where the aim of the project is to support policy informed decisions in domestic 

revenue mobilization. The project is aligned with the objective of government 

vision 2025. On the other hand, in order to achieve the revenue targets, the 

collection team is expected to focus on enhancement of collection alone without 

interfering the taxation policies.  

14.3 Further, the government is introducing policies to ease methods of revenue 

collection such as digitization of tax collection in Pakistan. In this regard, SBP and 

FBR have jointly introduced the online collection of government taxes through 

One-Link facility. The aim is to improve payment system particularly from the 

perspective of revenue collection along with facilitating tax payers and minimizing 

incidence of leakages. Moreover, in order to broaden the tax base, FBR is set to 

launch nationwide campaign, which includes door to door survey for collection of 

information to identify potential tax evaders.  This will not only improve the tax 

collection but will also increase the tax net, which is pivotal in reviving the overall 

economic structure of the country. All these measures are expected to reduce the 

debt burden of the country in the medium term. 




