Chapter 4

Fiscal Development

Introduction projects are under implementation along with

Fiscal policy has an effective role in promoting capacity expansion of indusries.

sustainable and inclusive growth. A well 5,  fiscal side unprecedented  public

structu_red fiscal policy ensures the efficient expenditures and persistently low revenues
allocation of public resources. It encourages ngermined the stability of the fiscal accounts.
effective public spending and creates fiscal o yever, during the past five years, this sector
space for priority investments thus creating apss witnessed a notable improvement on
favorable environment for achieving higher 5ccqunt of wide ranging reforms in the area of
economic growth. However, it is equally regource  mobilization and  expenditure
important to maintain fiscal discipline that is management. The substantive measures taken
essential to boost economic performance and, 4 challenging environment to control
preserving macroeconomic stability. unproductive expenditures as well as increasing
fevenues helped in generating additional fiscal
Space for expenditure on development and
social safety net.

Pakistan has made substantial progress in th
last five years which is characterized
by macroeconomic stability, improved fiscal

indicators, low inflation, sustained growth rate, paticularly, the restructuring plan of key Public
high forex reserves and significant performanceggctor Enterprises (PSEs) as well as power
of stock market. Prior to 2013, the economy gecior reforms is in progress. These reforms are
was caught up in persistent energy shortagesyroviding the needed support to reduce
double-digit inflation, low ~ development financial losses and related fiscal costs, thus
spending, mounting fiscal deficit, low tax creating more fiscal space for various growth-
revenues, negative credit to private sector antyriented projects. It is evidenced that during
deteriorating law and order situation. ihe past five years, total development
Nevertheless, the present government took allgypengitures (excluding net lending) increased

these challenges head-on and within five yearsom 3.5 percent of GDP during FY2013 to 5.3
achieved stabilization and higher economic percent of GDP during FY2017.

growth.

] ] Overall, Pakistan's fiscal position improved
The economic performance remained strong aggnsiderably given that the consolidated fiscal
growth accelerated significantly to 5.37 percent yqficit that averaged 7.2 percent of GDP
in FY2017, supported by a broad-based growthpetween FY2009 and FY2013 registered a
in Agriculture, Industrial and Services sectors, yacline to an average of 5.8 percent between
while inflation remained well below the p£y2013 and FY2017.The government remained
target. The issue of power crises was taken ofjgcused on a gradual reduction of the
as a priority which consequently created anfiscq) deficit whilst being committed to fiscal
improved energy situation thus resulting in congglidation. Overall, the fiscal deficit
Industrial ~ and Services ~sectors  growth. ragistered a persistent decline from 8.2 percent
Whereas, for FY2018 the GDP growth is of GDP in FY2013 to 5.5 percent, 5.3 percent
estimated at 5.79 percent (PrOV|S|onaI).. Thisgnd 4.6 percent over the successive 3 years.
shows that the growth prospects of Pakistan'syowever, during FY2017 the fiscal deficit
economy  from FY2018 onwards aré jhcreased to 5.8 percent against the revised
encouraging given that vast infrastructure target of 4.2 percent of GDP primarily due to
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low provincial surplus, a shortfall in FBR tax comparable period of FY2017.
collection and increase in project loans on

account of CPEC related activities. On positive side, with 17.5 percent growth,
FBR tax collection increased to Rs 2,257.6

Nevertheless, during the first half of FY2018, billion during July-February, FY2018 against

fiscal sector has performed reasonably well onRs 1,921.7 billion in the comparable period of
account of higher growth in revenue collection FY2017. The rise in FBR tax revenues is
and increase in  provincial  surplus. mainly attributed to various tax measures taken
Encouragingly, the growth in revenue during the last few years along with increase in
collection outpaced the increase in expenditureeconomic activity and strengthening of

during the period under review. domestic demand.

Looking at the performance of the key fiscal Aforementioned developments and efforts are
indicators to the end of first half of current the testament of this fact that the fiscal position
fiscal year, it is visible that total revenues grew has improved significantly and the government
by 19.8 percent, whereas in terms of GDP itis highly committed to furthering gains derived
increased to 6.9 percent. Within revenues, bothduring the past five years.

tax and non-tax revenues grew by 16.4 percent

and 43.4 percent respectively during first half Fiscal Policy Developments

of FY2018. While in terms of GDP, tax A cursory look at table 4.1 indicates a change in
revenues contributed 5.9 percent and non-taxpattern of both revenues and expenditures over
revenues 1.0 percent during the same period.  the past decade. On revenue side, revenue-to-
GDP ratio witnessed a declining trend between
FY2008 and FY2012. Similarly, tax-to-GDP
ratio remained within the narrow range of 9.1

On the other hand, expenditures increased by
14.0 percent and in terms of GDP, it was
o b oo e orChureSpetcent 1o 102 percent of GDP betueen
9 P P 9 FY2008 and FY2012 largely due to structural

net lending) remained robust as it stood at 23'4weaknesses in the tax system. However, in

Egrgepn;,rcvggfreas current expenditures grew bsrecent years, tax-to-GDP and hence revenue-to-
' : GDP ratios have witnessed a marked
Hence, strong growth in revenues relative toiMmProvement, particularly since FY2013.
expenditures helped in containing fiscal deficit
to 2.3 percent of GDP during first half of
FY2018 as compared to 2.5 percent of the
corresponding period of last year. Likewise,
revenue deficit reduced to 0.5 percent of GDP

and primary deficit declined to 0.1 percent of FY2017. On the other hand, non-tax revenues

ggp e?gé'gtgaigl)g%ecgmgﬁ{ ’rerYze(éé\?elagianmt?]teStOOd at 3.0 percent during FY2017 against 3.5
© P = P P y percent of GDP in FY2013.

Total revenues as percentage of GDP increased
from 13.3 percent in FY2013 to 15.4 percent
during FY2017. Within total revenue, overall
tax collection also grew from 9.8 percent in
FY2013 to 12.4 percent of GDP during

Table 4.1: Fiscal Indicators as Percent of GDP

Year Real GDP Overall Expenditure Revenue
Growth Fiscal Deficit Total Current  Developmen” Total Rev. Tax Non-Tax
FY200¢ 5.C 78 214 17.4 4.C 14.1 9.¢ 4.2
FY2009 0.4 5.2 19.2 15.5 35 14.0 9.1 4.9
FY2010 2.6 6.2 20.2 16.0 4.4 14.0 9.9 4.1
FY2011 3.6 6.5 18.9 15.9 2.8 12.3 9.3 3.0
FY2012 3.8 8.8 21.6 17.3 3.9 12.8 10.2 2.6
FY2013 3.7 8.2 215 16.4 5.1 13.3 9.8 3.5
FY2014 4.1 5.5 20.0 15.9 4.9 14.5 10.2 4.3
FY2015 4.1 5.8 19.6 16.1 4.2 14.3 11.0 33
FY2016 4.56 4.6 19.9 16.1 4.5 15.3 12.6 2.7
FY2017 5.37 5.8 21.3 16.3 5.3 15.4 12.4 3.0
FY2018 B.E 6.C 4.1 21.2 15.C 6.2 17.2 13.7 gis

" including net lending
Note: Estimated growth during FY2018 is 5.79
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However, the pace of growth in revenues stand at Rs 1,693.5 hillion in FY2017 from Rs
remained slow during FY2017 as compared to777.1 billion in FY2013. Expenditures under
FY2016 primarily due to low FBR tax revenues PSDP (Federal and Provincial) registered a
and provincial taxes. During FY2017, overall significant rise as it increased from Rs 695.1
tax revenues posted a growth of 8.4 percentillion in FY2013 to Rs 1,577.7 billion in

against an impressive growth of 21.3 percentFY2017. Particularly, Federal PSDP (net
recorded in FY2016. In terms of GDP, tax excluding development grants to provinces)
revenues reduced to 12.4 percent in FY2017increased from Rs 323.5 billion during FY2013
from 12.6 percent recorded in FY2016. to Rs 725.6 billion in FY2017. During FY2018,

. . the size of PSDP has been increased to Rs
While, FBR tax collection grew by 8.2 percent ; 113 jllion. Out of this Rs 1,112 billion has

in FY2017 as compared to remarkable growthyyeqpy gjjocated to provinces and Federal PSDP
of 20.2 percent witnessed in FY2016. In fact, |15 peen estimated at Rs 1.001 billion.

various tax incentives and relief measures to

encourage investment, exports and domesticEncouragingly, the allocation under BISP
production added to the slower growth in tax (development expenditure outside PSDP) has
revenues during FY2017. also witnessed a substantial increase of 73

- .. . percent to reach Rs 121 billion during FY2018
Similarly, the taxes collected by the provincial from Rs 70 billion in EY2013.

governments grew by 13.6 percent during
FY2017 against an impressive growth of 37.6 During FY2017, total expenditures grew by
percent recorded in FY2016. 17.3 percent against 7.6 percent in FY2016 on
. the back of 10.7 percent increase in current
A strong reversal in growth of non tax reven“esexpenditures and 30.1 percent growth in
has _been witnessed during FY2017 after a Sha”%ievelopment expenditures  (excluding net
decline in FY2016. Contrary to tax revenues, \anding). It is expected that total expenditure
non tax revenues posted a significant growth of,, ;.14 remain at 21.3 percent of GDP during
23 percent during FY2017 over preceding yeargy»018 on account of expected decline in
which is largely attributed to one-off receipts ¢ rent expenditure. Conversely, development
from disinvestment of government stakes in theexpenditure is budgeted to incréase from 5.3

Pakistan Security Printing Corporation and Salepercent of GDP to 6.3 percent of GDP in
of two LNG power plants under the Pakistan pyoq1g.

Development Fund. Viewed from GDP

perspective, non tax revenues increased to 3.®rior to FY2013, delays in key reforms for

percent during FY2017 from 2.7 percent in revenue mobilization and unprecedented rise in
FY2016. expenditures resulted in high fiscal deficit.

| q However, the present government has not only
For FY2018, total revenues are expected 1O,y an yvarious measures to promote stronger
reach 17.2 percent of GDP on account of 13.75-0n0mic growth but it has also followed

percent and 3.5 perc_:enlt target of tax and noNyeficit reduction measures in the interests of the
tax revenues respectively. country’s long-term growth such as revenue

On expenditure side, total expenditures stood afollection and expenditure are being monitored,
21.3 percent of GDP during FY2017 against €fforts are being made to avoid un budgeted
21.5 percent of GDP in FY2013. In total €xpenditure, expenditures are being made in the
expenditures, current expenditures recorded afight of flow of revenue receipts and other

16.3 percent of GDP in FY2017 against 16.4receipts through implementation of ways and
percent of GDP recorded in FY2013. While the Means procedure and ban on purchase of all
development expenditure and net lending edgedYPe ©Of vehicles both for current as well as

above 5 percent in FY2017 and stood at 5 3development expenditure except operational

percent of GDP against 5.1 percent of GDPVehicles of ~law  enforcing  agencies.
recorded in FY2013. Consequently, the fiscal deficit has fallen from

_ . a peak of 8.2 percent of GDP in FY2013 to 5.8
Tota_l development expenditures (excluding netpercent in fiscal year 2017 and is expected to
lending) grew by more than 100 percent to fall further during the current fiscal year.

51
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Fig: 4.1 RevenueExpenditure Gap (% of GDP)
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On the other hand, provinces could not maintainr tegong fiscal position during FY2017
compared to previous years. -~ provinces posted a cumulative deficit R§ 15.¢ billion during
FY2017 against the surplus cRs 207.4 billion in FY2016n account of significant rise
provincial expenditure and slow pace in own revernlkection

Structure of Tax Revenue

The present government has undertaken variousypale adrinistration reforms in order {
address low tax revenues with an aim to improveeffextiveness and fairness of tax administrat
promote compliance and broadening the tax. These measures have started paying dividen
shape of improved tax remees in terms of GDF

Overall tax- GDP ratio has increased from 9.8 percent during (882to 12.6 percent during
FY2016, however, it fell td2.4 percenin FY2017 on account of relief measures and tagritives
introduced through the Federal Budget for FY2(
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Within tax collection, FBR Tax revenues increasesnfRs 1,946 billion in FY2013 tcRs 3,368
billion in FY 2017, registering an overall growof around 73 percent. While as percentage of C
it grew from 8.7 percent in FY 2013 10.5 percent of GDP during FY2017.

Fig-4.3: FBR Tax Collectior

=== Total (FBR) Rs billion

FBR Rev as % of GDP

The tax structure in Pakistan is skewed tow:
indirect taxes. However, Pakistan has witne:
a visible improvement in its tax structure
account of efforts to control the unjustifie
balance between direct and indirect te

Consequently, the share f indirect taxes
reduced from 68.5 percent in FY2006 to €
percentof total FBR tax during FY20: (Table
4.2).

Fig-4.4.a:-% of Total FBR Tax (FY2006)
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Fig-4.4b: % of Total FBR Tax (FY2017
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Within Indirect tax, the proportion of sales |
increased from 60.3 percent in FY2ito 70.3
percent during FY2012. However, the share
withessed a gradual decline since FY2013
reduced to 65.7 percent in FY2017. Dur
FY2018, the share of sales tax is budgete
66.4 percent of indirect tes. On the other
hand, in total FBR taxollection, the share «
sales tax reduced from 41.3 percent in FY2
to 39.5 percent during FY20:

The base of indirect taxes particularly of s:
tax has further contracted due to shifting
services to the provincial governments |
telecommunicatin, banking and insuran
services which were the major source
revenue of sales tax. Moreover, over a peric
time the sales tax has been restructured as
on consumption, which is in line with tl

principle of equity and progressivit
53 |
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Likewise, Customs duty constituted 24.5 total taxes has increased over the years.
percent of indirect taxes during FY2017 againstHistorically, the share of direct taxes has
28.3 percent recorded in FY2006. The share isncreased from 19 percent in FY1971 to 32
likely to be 24.0 percent during current fiscal percent in FY2006. It has further jumped to

year. It is worth mentioning that the maximum 38.2 percent in FY2013 and now it is 40

statutory rates of customs duty have beenpercentin FY2017.

gradually reduced from 125 percent in FY1988

to 20 percent in FY2016. Resultantly’ the The imprOVEd performance of direct taxes is
contribution of customs duty in total FBR mainly due to a number of reform initiatives

collection has come down from 45.7 percent inundertaken in the past like introduction of
FY1991 to 15 percent in FY2017. Universal Self-Assessment Scheme (USAS),

promulgation of Income Tax Ordinance, 2001
Whereas, the share of federal excise duty (FEDWwhere emphasis was shifted to voluntary
reduced from 11.3 percent of indirect taxes incompliance, automation of entire business
FY2006 to 9.8 percent during FY2017. During processes and reduction of corporate tax rates
FY2018, its share is expected to reduce furtherffrom peak of 49 percent to 31 percent in tax
to 9.6 percent. The tax base of FED contractedyear 2017 and 30 percent onwards by providing
over the years and now is restricted to only fewlevel playing field to the taxpayers. With the
commaodities like cigarettes, cement, beverageshelp of all these initiatives, tax revenue
international travel etc. The contribution of collection from direct taxes has increased
FED in the total collection has also dropped substantially and will increase in future. A
from 20 percent in FY1991 to 6 percent during comparison of direct and indirect taxes in terms
FY2017. of contribution in overall federal taxes collected

_ ~by FBR indicates that the reliance on indirect
On the other hand, the share of direct taxes inaxes has reduced to a great extent.

Year Total (FBR) Tax Rev as % of Direct Taxes Indirect Taxes
GDP Customs Sales Excise Total
FY2006 713.5 8.7 225.0 138.4 294.8 55.3 488.5
[31.5] {28.3} {60.3} {11.3} [68.5]
FY2007 847.2 9.2 333.7 132.3 3094 71.8 513.5
[39.4] {25.8} {60.3} {14.0} [60.6]
FY2008 1,008.1 9.5 387.9 150.7 3774 92.1 620.2
[38.5] {24.3} {60.9} {14.9} [61.5]
FY2009 1,161.1 8.8 443.5 148.4 451.7 117.5 717.6
[38.2] {20.7} {62.9} {16.4} [61.8]
FY2010 1,327.4 8.9 526.( 160.: 516.: 124.¢ 801.¢
[39.6] {20.0} {64.4} {15.6} [60.4]
FY2011 1,558.2 8.5 602.5 184.¢ 633.¢ 137.¢ 955.%
[38.7] {19.3} {66.3} {14.4} [61.3]
FY2012 1,882.7 9.4 738.4 216.9 804.9 122.5 1,144.3
[39.2] {19.0} {70.3} {10.7} [60.8]
FY2013 1,946.4 8.7 743.4 2395 8425 121.0 1,203.0
[38.2] {19.9} {70.0} {10.1} [61.8]
FY2014 2,254.5 9.0 877.3 242.8 996.4 138.1 1,377.3
[38.9] {17.6} {72.3} {10.0} [61.1]
FY2015 2,589.9 9.4 1,033.7 306.2 1,087.8 162.2 1,556.2
[39.9] {19.7} {69.9} {10.4} [60.2]
FY2016 3,112.7 10.7 1,217.3 404.6 1,302.7 188.1 1,895.4
[39.1] {21.3} {68.8} {9.9} [60.9]
FY2017 3,367.9 10.5 1,344.2 496.8 1,329.0 197.9 2,023.7
[39.9] {24.5} {65.7} {9.8} [60.1]
FY2018B.E 4,013.0 11.2 1,594.9 581.4 1,605.2 2315 2,418.1
[39.7 {24.0} {66.4} {9.6} [60.3]
[1as of total taxes {} as % of indirect taxes

Source: Federal Board of Revenue
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The government has initiated various policy payments, untargeted subsidies, loss making
and administrative reforms measures includingPSEs and security related expenses further
broadening of tax base, withdrawal of intensified the challenges and exposed the
exemptions/concessions, differential taxation country to high fiscal deficit of over 8 percent
for non-filers, conversion of CNIC into NTN of GDP. However, the present government has
for individual taxpayers, behavioural change not only contained the fiscal deficit but also put
and strengthening of tax audit etc (Box-l). it on downward trajectory. The achievement
These measures would further increase thewas realized through higher revenue collection
contribution of direct taxes in overall FBR tax as a result of improved administration and

revenues in coming years. broadening of the tax base, undoing decades-
_ _ _ old concessionary SRO and restricting non-
Review of Public Expenditures development expenditure.

The Government's commitment to promote
inclusive and sustainable development by
ensuring effective utilization of funds for
priority areas is at the forefront of its reform
agenda.

Table 4.3 discloses the trend in composition of
expenditure over the past few years. It reveals
that earlier the increasing trend in total

expenditure was on account of a rise in current
expenditure, however, in later years particularly
In the past, unprecedented rise in public since FY2013, the rise in expenditures was on
expenditures together with weak revenueaccount of significant rise in development

performance posed multifaceted challenges forexpenditure. The government's adherence to
better fiscal management. Unproductive andprudent expenditure management paved the

reckless spending owing to high interestway towards increasing expenditures on
development and social security.

Table 4.3: Trends in Components of Expenditure As % of GDP)

Year Total Current Mark- Defence Develop- Non Fiscal Revenue Primary
Expen-  Expen- up (D) ment Interest Deficit Deficit/S ~ Balance
diture diture Payment Expen- Non- urplus (TR-NI

(A) s (C) diture* Defence (TR- Exp)
Exp Total
(A-C-D) CE)

FY2006 17.1 12.6 2.9 2.9 4.4 11.2 4.0 0.5 -1.1

FY2007 18.1 14.9 4.0 2.7 4.7 11.4 4.1 -0.8 -0.1

FY2008 21.4 17.4 4.6 2.6 4.2 14.2 7.3 -3.3 -2.7

FY2009 19.2 15.5 4.8 2.5 34 11.8 5.2 -1.4 -0.3

FY2010 20.2 16.0 4.3 2.5 4.1 13.4 6.2 2.1 -1.9

FY2011 18.9 15.9 3.8 2.5 2.8 12.6 6.5 -3.5 -2.7

FY2012 21.6 17.3 4.4 2.5 3.9 14.6 8.8 -4.5 -4.3

FY2013 21.5 16.4 4.4 2.4 35 14.7 8.2 -3.0 -3.8

FY2014 20.0 15.9 4.6 2.5 4.5 12.9 5.5 -1.5 -1.0

FY2015 19.6 16.1 4.8 2.5 4.1 12.3 5.3 -1.8 -0.6

FY2016 19.9 16.1 4.3 2.6 4.5 13.0 4.6 -0.9 -0.3

FY2017 21.3 16.3 4.2 2.8 5.3 14.3 5.8 -0.8 -1.6

FY2018 21.3 15.0 3.8 2.6 6.3 14.9 4.1 2.2 -0.3

B.E

* excluding net lending
Source: Budget Wing, Finance Division and EA Wing'<alculations
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A brief look into past year performan
indicates that total expenditures increasec
17.3 percenand amounted to Rs 6,800.5 billi
during FY2017 against Rs 5,796.3 billion
FY2016. In terms of GDP, total expenditu
increased by 1.4 percentageini to reach 21.3
percent of GDP during FY2017 against :
percent of GDP recorded in FY2016. Tc
expenditures are expected to remain at
percent of GDP during current fiscal ye

Fig-4.5: Growth in Total expenditure

55 Total expenditure
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Likewise, the growth in current expenditu

increased by 10.7 percemotstand at Rs 5,197
billion (16.3 percent of GDI during FY2017
against Rs 4,694,3 billior(16.1 percent of
GDP) in the preceding year. Nevertheless,

proportion of current expenditures in tc
expenditureshas declined from80.1 percent
during FY2016 to 76.fercent in FY2017. It i
expected to decline further to 70.5 percen
FY2018. The consistent decline in proportiol
largely attributed to decreasing share of r-

up payments and subsidies in cur
expenditure.

Within current expendituresnarkup payments
grew by 6.7 percenand stood at Rs 1,34¢€
(4.2 percent of GDPbillion during FY2017
against Rs 1,263.4 billiof.3 percent of GDI
in FY2016. During FY2018, ma-up payments
are expected taeach 3.8 perce of GDP.
Going forward, lhe share of ma-up payments
in total expenditure has declined noticea
Accordingly, it has provided substantial sp
for higher development expenditur

E

On the other hand, defence expenditure, pc
a growth of 17.2ercent during FY2017 due
ongoing security related spending and stoo
Rs 888.1 bhillion(2.8 percent of GDI against
Rs 757.7 billion 2.6 percent of GD) in
FY2016.

With regard to current subsidies, it has not ¢
reduced in terms of growth but its share
current expenditure s also declined
considerably. In absolute term, it stood at
153.7 billion during FY2017 against Rs 20
billion during FY2016, posting a negati
growth of 25.8 percentin FY2018, currer
subsidies are budgeted to remain at Rs 1
billion.

There ha been a consistent rise ievelopment
expenditures  since FY2014. Overa
development expenditures and net lenc
increased from Rs 1,314.1 billion duri
FY2016 to Rs 1,680.7 billion during FY201
posting a growth 027.9 percer.

Encouragingly,  development  expendit
(excluding net lending) grew sharply 130.1
percent during FY2017 and outpaced 't
growth in current expenditure during the sec
consecutive year. In absolute term it stood &
1,693.5 billion (5.3 percent of GD) during
FY2017 against Rs 1,301.5 hillic(4.5 percent
of GDP) during FY2016.

Within  development expenditures, PS
spending has witnessed a noticeable surge
FY2013. Overall, PSDP spending posted
growth of 33.1 percerdnd stood at Rs 1,577
billion during FY2017 against Rs 1,18¢
billion in FY2016. Of total, Federal PSDP (i
excluding development grants to provinc
increased to Rs 725.6 billion during FY2(C
against Rs 593.4 billion during FY2016, tt
registered a growth d?2 percer. The size of
Federal PSDP has beerreased tcRs 1,001
billion for FY2018which is 38 percent higher
than last yeas actual realization of PSC
spending. The rise in development expendi
implies that the economy igeared up to
achieve higher inclusive growt
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Fiscal Performance (Julybecember, increased at faster rate than the growtt
FY2018) expenditures. As a result, fiscal def

contained at2.3 percent of GDP during fir
half of current fiscal year against 2.5 percer
GDP recorded in the mparable period of
FY2017.

The consolidated Revenue and expenditur
the Government indicates a significe
improvement in key fiscal indicatc during the
first half of current fiscal year. Revent

Table 4.4: Consolidated Revenue & Expenditure of th Governmen

Budget Estimates  July-December (Rs billion Growth
FY2018 FY2018 FY2017
A. Total Revenue 6,167.2 2,384.7 1,990.6 19.8
% of GDP 17.2 6.9 6.2
a) Tax Revenue 4,912.5 2,026.9 1,741.2 16.4
% of GDP 13.7 5.9 5.4
Federal 4,330.5 1,850.5 1,595.5 16.0
of which FBR Revenues 4,013 1,730.1 1,467.3 17.9
other Federal 317.5 120.4 128.1 -6.0
Provincial Tax Revenue 582 176.4 145.7 21.1
b) Non-Tax Revenue 1,254.7 357.8 249.4 43.4
% of GDP 3.5 1.0 0.8
B. Total Expenditure 7,646.8 3,181.0 2,789.7 14.0
% of GDP 21.3 9.2 8.7
a) Current Expenditure 5,393.9 2,545.2 2,241.6 13.5
% of GDP 15.0 7.4 7.0
Federal 3,451.1 1,656.0 1,473.5 12.4
Markup Payments 1,363 751.4 647.4 16.1
% of GDP 3.8 2.2 2.0
Defence 920.2 393.4 336.3 17.0
% of GDP 2.6 1.1 1.1
Provincial 1,942.8 889.3 768.1 15.8
b) Development Expenditure & net 2,252.9 615.9 490.9 25.4

A
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Table 4.4: Consolidated Revenue & Expenditure of th Government

Budget Estimates  July-December (Rs billion) Growth
Fy2018 FY2018 FY2017

lending
% of GDP 6.3 1.8 15
PSDP 2,113 558.8 445.7 25.4
Other Development 152.2 55.0 51.7 6.5
c) Net Lending -12.3 2.0 -6.4 -131.4
e) Statistical discrepancy - 19.9 57.2 -65.2
C. Overall Fiscal Deficit 1,479.6 796.3 799.1 -0.4
As % of GDP 4.1 2.3* 25
Financing of Fiscal Deficit 1,479.6 796.3 799.1 -0.4
i) External Sources 511.4 384.1 240.9 59.5
ii) Domestic 968.1 412.2 558.2 -26.2
- Bank 390.1 331.8 407.1 -18.5
- Non-Bank 528 80.4 151.1 -46.8
Privatization Proceeds 50
GDP at Market Prices 35,919 34,396 31,963

*: on the basis of revised GDP

Source: Budget Wing, Finance Division

Total revenues grew by 19.8 percent to reachlJuly-December, FY2018 against the negative
Rs 2,384.7 billion (6.9 percent of GDP) during growth of 31.8 percent seen in the same period
July-December, FY2018 against Rs 1,990.60f FY2017. In absolute term, it amounted to Rs
billion (6.2 percent of GDP) in the same period 357.8 billion as compared to Rs 249.4 billion in

of FY2017. The impressive performance boththe comparable period of FY2017.The major

in tax and non tax revenues attributed to thissource of this rebound was dividends, mark-up
significant rise in total revenues. payment, surplus profit of SBP, defence and

PTA profit etc.
Tax revenues amounted to Rs 2,026.9 billion

(5.9 percent of GDP) during first half of Total expenditure grew by 14.0 percent during
FY2018 as compared to Rs 1,741.2 billion (5.4 July-December, FY2018 and stood at Rs
percent of GDP) in the same period of FY2017,3,181.0 billion (9.2 percent of GDP) against Rs
registering a growth of 16.4 percent. Tax 2,789.7 billion (8.7 percent of GDP) in the

revenues picked up sharply in response tosame period of FY2017. Within total

increase in economic activity and strong expenditure, development spending (excluding
domestic demand along with fiscal measuresnet lending) increased sharply and recorded at
taken during the last few years. 23.4 percent to reach Rs 613.8 billion during

o o July-December, FY2018 as compared to Rs
Within tax revenues, federal and prOV|nCIaI tax 497.4 billion in the Comparab|e period of

revenues posted a growth of 16.0 percent andgcy2017.
21.1 percent respectively during the first half of
FY2018. Of total federal tax revenues, FBR tax The significant performance of development
revenues witnessed a significant growth of 17.9expenditure was realized on account of
percent and stood at Rs 1,730.1 billion (5.0increased spending under PSDP which rose to
percent of GDP) during July-December, Rs 558.8 billion during first half of FY2018
FY2018 against Rs 1,467.3 bhillion (4.6 percent from Rs 445.7 billion in the comparable period
of GDP) in the same period of FY2017. of FY2017, posting a growth of 25.4 percent.
_ . Expenditures under federal PSDP amounted to
A strong recovery has been witnessed in NONRs 242.1 billion (net excluding development
tax revenues as it grew at 43.4 percent duringgrants of Rs 6.0 billion to provinces) while

E
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provincial government expenditures stood atIn order to finance the fiscal deficit, domestic
316.8 hillion during the first half of current and external resources generated Rs 412.2
fiscal year. billion and Rs 384.1 billion respectively during

_ July- December, FY2018. Of domestic sources,
Current expenditure grew by 13.5 percentfinancing from bank stood at Rs 331.8 billion

during July-December, FY2018 on account of and from non bank amounted to Rs 80.4 billion
12.4 percent increase in federal and 15.8qyring the period under review.

percent rise in provincial government current
expenditures. In absolute term, current FBR Tax Collection (July-February,
expenditures increased from Rs 2,241.6 billion FY2018)

in first six months of FY2017 to Rs 2,545.2
billion during the same period of current fiscal
year. Under federal government current

expenditures, mark-up payment grew by 16_limpressive growth of over 20 percent duri.ng
percent and amounted to Rs 751.4 billion FY2016. Accordingly, FBR tax to GDP ratio

during July-December, FY2018 against Rs reduced to 10.5 percent in FY2017 against 10.7
647.4 billion in the same period of FY2017.  Percent recorded in FY2016.

FBR tax revenues grew by 8.2 percent to Rs
3,367.9 billion during FY2017 against an

In addition, defence expenditure stood at RsDuring the first eight months of current fiscal
393.4 billion during July-December, FY2018 Year, FBR has been able to collect around Rs
against Rs 336.3 billion in the comparable 2,257.6billion against Rs 1,921.7 billion during
period of FY2017, posting a growth of 17.0 the same period of FY2017, posting a growth
percent. of 17.5 percent. All the taxes have exhibited
_ ~ positive growth during the period July-
During  July-December, FY2018 subsidies pepryary, FY2018FBR annual revenue target
amounted to Rs 53.5 billion against Rs 58.3ty £y2018 has been fixed at Rs 4,013 billion
billion in the same period of FY2017_ registered | hi requires a growth of around 19.15
a decline of 8.2 percent. According to the percent over and above the actual tax receipts

breakup of subsidies, power sector has - .
consumed Rs 36.7 billion during the first half of Rs 3,367.9 billion generated during FY2017.

of current fiscal year against Rs 52.5 billion in 155 \wise details are presented in the following
the comparable period of FY2017, posting aTaple:

decline of 30 percent.

Table 4.5: FBR Tax Revenues Rs billion
Revenue Heads FY2017 July-February % Change

Actual FY2017 FY2018*
A. DIRECT TAXES

Gross 790.6 893.4 13.0
Refund/Rebate 37.3 44.5

Net 1,344.2 753.3 848.9 12.7
B. INDIRECT TAXES

Gross 1,202.2 1,460.1 21.5
Refund/Rebate 33.8 51.3

Net 2,023.6 1,168.4 1,408.7 20.6
B.1 SALES TAX

Gross 791.3 955.0 20.7
Refund/Rebate 25.8 40.8

Net 1,329.0 765.5 914.2 19.4
B.2 FEDERAL EXCISE

Gross 108.3 121.2 11.9
Refund/Rebate 0.0 0.0

Net 197.9 108.3 121.2 11.9

E
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Revenue Heads FY2017 July-February % Change
Actual FY2017 FY2018*

B.3 CUSTOM

Gross 302.6 383.9 26.9

Refund/Rebate 8.0 10.5

Net 496.8 294.6 373.4 26.8

TOTAL TAX COLLECTION

Gross 1,992.8 2,353.5 18.1

Refund/Rebate 71.1 95.9

Net 3,367.9 1,921.7 2,257.6 17.5

*: Provisional

Direct Taxes natural gas, sugar, aerated water, cigarettes etc.

The net collection of direct taxes has registeredOn the other hand, mineral fuels, vehicles

a growth of 12.7 percent during the first eight (other_ than railwqy), iron a’?d steel, _electrical
months of 2017-18. The net collection has gone\%aceilg];;y’ %Ii?sstlc ;nin;rt'dgﬁén%zg? aeTg
up from Rs 753.3 hillion to Rs 848.9 hillion. get S 9 .

Bulk of the tax revenues of direct taxes is contrlbuteq significantly to collection of sales
realized from income tax. The major tax_from imports.

contributors of income tax are withholding tax

voluntary payments and collection on demand. _ _ _
The collection of federal excise duties (FED)

Indirect Taxes during July-February, FY2018 has recorded
11.9 percent growth. The net collection has
stood at Rs 121.2 billion during July-February,
The gross and net collections of indirect taxesFY2018 as against Rs 108.3 billion during the
have witnessed growth of 21.5 percent and 20.6same period last year. The major revenue
percent respectively. It is accounted for aroundspinners of FED are cigarettes, cement,
62.4 percent of the total FBR tax revenues.services, beverages, natural gas and edible oil.
Within indirect taxes, net collection of sales tax

increased by 19.4 percent. The gross and nef€ustoms Duty

sales tax collection during July-February, cystoms duty collection has registered growth

FY2018 has been Rs 955.0 billion and Rs 914.2¢ 55 g percent and 26.8 percent in both gross
billion respectively showing growths of 20.7 4nq net terms respectively. The net collection

percent and 19.4 percent respectively. In fact,,as increased from Rs 294.6 billion during
around 57 percent of total sales tax wasjy.Fepruary, FY2017 to Rs 373.4 billion
contributed by sales tax on imports during JUW‘during July-February, FY2018. The major
February, FY2018, while the rest was ygyenye spinners of customs duty have been

contributed by domestic sector. Within yepicles, mineral fuels, iron and steel, electrical
domestic sales tax collection, the major machinery, plastic, edible fruits etc.

contribution came from POL products, cement,

' Federal Excise Duty

Sales Tax

Box: I- Major Initiatives taken by FBR

The comprehensive reform program covering majasrrefmeasures including both policy and administeati
measures has been discussed below:
Policy Initiatives

1. Tax Reform Commission (TRC)

The Federal Government in year 2014, constitutd@daReform Commission (TRC) in order to review gnd
rationalize direct and indirect taxes, rationali@atof import tariff, review of autonomy and adnstrative

@
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structure of FBR along with creation of border fto deal with the illegal movement of persons godds.

The TRC has submitted its recommendation to thee@wwent about bringing reforms in FBR in February,

2015. The Government has constituted a high powenptementation Committee headed by Advisor to

the

Prime Minister on Revenue for reviewing the recomdations of TRC. In consultation with FBR, the TRC

has broadly divided its recommendations into logigat, medium-term and short-term categories. OnMTRE
report the implementation committee is holdingntsetings periodically in which recommendations &CT

are being evaluated so that these could be impledeivarious recommendations of the TRC have heen

accepted by the federal government by adoptinguartaxation proposals. The remaining proposalERE
are under consideration for the approval of theeFadSovernment.

2. Elimination of SRO Culture

In order to ensure level playing field for all tayers, SROs/concessions worth of more than Rs R&ihb
have been withdrawn during three years commencionmg £Y 2015. However, socially sensitive and esak
concessions have been retained and transposed teldvant laws. Currently, under the law, FBR does

have the power to issue any concessionary SROspdiver to issue SROs now rests with ECC of the 1@abi

under very limited circumstances.

3. Rationalization of Import Tariff and Corporate Tax Rates

To rationalize the import tariff structure and &wluce the general tariff slabs peak tariff slaB@percent was

reduced to 20 percent. The existing tariff slals 4rwith the peak of 20 percent and base of 3epérdn
order to promote tax culture and corporatizatiothim country it was decided to gradually redueetttx rateg
for corporate taxpayers other than banks in tHekahg manner:-

Tax year 2013 35%
Tax year 2014 34%
Tax year 2015 33%
Tax year 2016 32%
Tax year 2017 31%
Tax year 2018 & onwards 30%

4. Benami Transaction Law

The Benami Transactions (Prohibition) Amendment, Bi016 has been passed by National Assembly
Senate. This will help enable the authorities tdbduansactions and holding of property in the narhethers
to avoid proper incidence of tax.

5. Differential Taxation

The cost of business for non-filers has been siganifly increased in the recent years. This step taken to
encourage people to file income tax returns. Déffitial taxation for filers and non-filers has helpecrease
number of filers from around 750,000 in FY2013 torethan 1.3 million in FY2017.

6. Adoption of CNIC as NTN

This initiative aims at facilitating individual tpayer by absolving them to a large extent from censtme
process of registration. It will further help inaonentation of economy and broadening of tax base.

Administrative Initiatives

Broadening of Tax Base (BTB)

For broadening of tax base FBR has taken seveitatives including use of third party data. Inilya the
objective was to regist&00,000new taxpayers in three years. The BTB drive haslseiccessful. During th
years 2013-14 to 2016-17, FBR issued 513,468 rotiod enforced 203,701 income tax returns. Astdtres
these efforts the number of income tax return diletich was around 750,000 for the tax year 201
exceeded to 1.3 million in the tax year 2016 andild/durther increase in coming years. To broadent#x
net, different rates of adjustable withholding méame tax for the income tax filers and non-filerscertain
transactions have been introduced. This includks snd purchase of immovable property, registnaéind
transfer of ownership of motor vehicle, cash witdwlal from banks and payment of profit on debt

dividend income. The higher rates of tax for ndarf compel non-filers to file returns.
61 I
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BTB 4 Years Achievements

S.No. Period from July 2013 to 31st August 2017 Total
1 Notices issued u/s 114 of the Income Tax Ordin&ad 547,008
2 Total Income Tax Returns Enforced 216,765
3 Tax paid with returns (Rs Millions) 5440.2

Current initiatives

(1) Taxation of real estate sector
iii. Imposition of Capital Gains Tax

(2)

administrative measures
(3)
(4)
(5)
(6)

Offices
(7)
(8)
9) International agreements on Exchange of Information
(10) Benami Transaction Law passed by the parliament
(11) Enhancement of Digital/E-Library from different soas
(12)
(13)
(14) Launch of ADC payment System
(15)

The above noted reform measures have started paljiindends. On one hand tax revenues impro
substantially, while on others, these reforms Hareeight significant improvements in the tax basé hoped
that tax-GDP ratio will increase to a reasonablellén the coming years.

Source: Federal Board of Revenue (FBR)

i. Introduction of FBR valuation table against DC sate
ii. Imposition of WHT on transfer of immovable property

Broadening of tax base: More than 216,765 returagehbeen enforced through policy 4

Change in Audit Policy and Parametric selectioAdit Cases for TY 2015

Rationalization of Jurisdiction for Optimal Outpuforporate cases consolidated under corpg
RTOs/Zones and remaining jurisdiction organizedeoritorial basis

Checks on fake invoicing through Sales Tax RealeTinvoice Verification System (STRIVe)
Customized SAP application for ensuring proper nwinig of withholding sales tax from A(

Establishment of tobacco enforcement network tontaruillicit trade in cigarettes
Tariff Rationalization — from seven slabs to folabs with maximum tariff rate @20%

i. Signing of multilateral exchange convention (OECD)
ii. Bilateral Agreement with Switzerland on Exchangéndérmation Regime
Online access of Law Library Portal for Direct Tlzawv and Sales Tax Law

Online Verification Services (Notices, Exemptionrifieates etc)

VOSS (Automatic Verification of Companies and Dims) at the time of registration with SECP

rate

U/

ved

Provincial Budget

Total outlay of all the provinces is estimated at 3:046.3 billion for FY2017.
Rs 3,548.7 billion for FY2018 which is 16.5

Table 4.6: Overview of Provincial Budgets Rs billion

Items Punjab Sindh Khyber Balochistan Total
Pakhtunkhwa
FY2017 FY2018 FY2017 FY2018 FY2017 FY2018 FY2017 FY2018 FY2017 FY2018
RE BE RE BE RE BE RE BE RE BE
A. Tax Revenue 1,168.C 1,384.7 595.C 733.C 336.2 387.5 189.5 210.C 2,288.71 2,715.
Provincial Taxes 1554 231.C 114.5 185.6 15.7 22.3 6.3 7.3 291.¢ 446.2
GST on Services (transferr 00 0.0

by federal Govt)

Share in Federal Taxes 1,012.€ 1,153.7 480.€ 547.4 320. 365.2 183.2 202.7 1,996. 2,269.0

B. Non-Tax Revenue 39.4 78.6 88.9 79.1 575  47.6 27.8 223 2136 2276
C. All Others 45,7 1618 36.4 92.1 160 480 16.9 211  115C 323.1
Total Revenues (A+B+C) 12531 1,625 7202 9042  409.7 4831 2342 2534 2617.% 3,2658
a) Current Expenditure 899.6 1,020 607.C 6665 3386 388.0 179.6  200.3 2,025. 2,275
b) Development 5325 635.0 2487 3441 1721  208.0 68.1 86.0 1,021.¢ 1,273.1
Expenditure

Total Exp (a+b) 1,432.1 1,655.6 8557 1,010 510.7 596.0 247.8  286.2 3,046.5 3,548.7

Source: Provincial Finance Wing, Finance Divisior

percent higher than the revised estimates of Rs



Fiscal Development

The proportion of current and development which is 19 percent higher than last year. While
expenditure in total expenditure is 64 percentnon tax revenues are budgeted at Rs 227.6
and 36 percent respectively. Whereas thebillion which is 7 percent higher than last year.
allocation under development expenditure is 25

percent and current expenditure is 12.4 percenf\llocation of Revenues between Federal

higher during FY2018 over last year. Governments and Provinces

In accordance with the distribution of resources
structured in # NFC award, the net transfers to

the provinces are estimated at Rs 2,531.1 billion
Yor FY2018 which is 16.2 percent higher than
the revised transfers of Rs 2,177.6 billion for
FY2017.

Overall provincial revenue receipts estimated at
Rs 3,265.9 billion during FY2018 which is 24.8
percent higher than the revised estimates of R
2,617.3 billion for FY2017. Tax revenues
accounting for 83 percent of overall revenue
and estimated at Rs 2,715.2 billion for FY2018

Table 4.7: Transfers to Provinces (NET) Rs hillion
FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018
R.E B.E
Divisible Pool 1,063.1 1,117.5 1,287.4 1,476.6 1,751.5 1,996.3  2,269.0
Straight Transfer 145.6 103.5 124.4 97.4 100.4 125.1 115.2
GST on services - 83.7 15 0.7 0.1
Special Grants/ Subventions 53.9 61.2 53.8 33.7 32.6 23.4 26.0
Project Aid 47.8 71.3 85.2 61.9 60.2 77.9 177.8
Program Loans 4.6 4.2 59.1 18.1 29.6 15.9 9.0
Japanese Grant 0.1 0.0 0.0 0.0 0.0 0.1
Total Transfer to Province 1,315.0 1,441.5 1,611.5 1,688.4 1,974.3 2,2385  2,597.2
Interest Payment 12.9 14.8 141 133 9.8 13.6 141
Loan Repayment 36.1 32.1 38.7 38.6 47.8 17.3 51.9
Transfer to Province(Net) 1,266.0 13945 15588 1,636.6 1916.8 2177.6 25311
Provincial Fiscal Operations targeted surplus of Rs 339.0 billion owing to
higher expenditures and slow pace in revenue

During FY2017, the provinces posted a
cumulative deficit of Rs15.9 billion against the

growth.

Table 4.8: Overview of Provincial Fiscal Operatios Rs billion
July-December

Iltems FY201z FY201: FY2014 FY201t FY201€ FY2017 FY2017 FY201¢
A. Tax Revenue 1,197.1 1,365.7 1,596.2 1,7445 21454 22876 1,012.9 1,270.2
Provincial Taxe 107.2 150.% 190.( 205.¢ 283.c 321.¢ 145.% 176.4
Share in Federal Taxes 1,089.9 1,2150 1,406.3 15387 18622 1,965.8 867.1 1,093.8
B. Non-Tax Revenut 48.C 71.5 49.4 75.€ 93.c 79.t 35.4 645
C. All Others 88.6 107.4 121.8 82.3 55.1 61.2 15.9 29.1
Total Revenues (A+B+C 1,333." 1,544. 1,767. 1902. 2,293.¢ 2,428.. 1,064.. 1,363.
a) Current Expenditure 980.6 1,110.0 1,187.4 1,400.1 1,559.8 1,739.3 774.6 896.3
b) Development 375.4 371.5 430.5 498.8 592.4 852.2 247.4 316.8
Expenditure(PSDP)

Total Exp (a+b) 1,356.0 1,481.6 16179 11,8989 2,152.2 25915 1,022.0 1,213.1

Source: Pakistan Fiscal Operations (various issuepudget Wing

During FY2017, provincial expenditures Rsl1,739.3 billion against Rs1,559.8 billion in
increased to Rs 2,591.5 billion against RsFY2016. The growth in development
2,152.5 billion in FY2016, posting a growth of expenditure accelerated during FY2017 and
20.4 percent. Out of total expenditure, currentstood at 43.8 percent to reach Rs852.2 hillion
expenditures grew by 11.5 percent almost thecompared to Rs 592.4 billion in FY2016.
same level recorded in FY2016 and touched

63 l
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The growth in revenues slowed down dur
FY2017 as comparedith the preceding yea
Total revenues posted a growth5.9 percent
primarily due to decline in non tax renues
and slow pace in tax revenues. Tax reve
(provincial tax and federal transfers) grew

6.6 percentduring FY2017 and stood at |
2,287.6 billion against Rs2,145.4 billion
FY2016. Under provincial tax revenues me
contribution came from propty taxes followed
by Sales tax on Services (GST), Motor vehi
tax and Stamp duties during FY20:

Federal transfers to provinces grew 5.6
percent in FY2017. In absolute term,
increased to Rs 1965 hillion during FY201i
against Rs 1,862.2 hillion in FY2016. The st
of federal transfers and provinces own reve
receipts in total revenues remained 81
percent and 13.3 percent respecti\

Performance during July-December, FY201

Provincial gaernments witnessed a bet
fiscal performance during the first half
current fiscal year.Against the target ¢
Rs347.3 billion, all the four provinc
generated cumulative surplus of Rs203.9 bil
against the surplus of Rs90.6 billion in -
compaable period of FY2017. Higher surpl
was achieved on the back of healthy growt
total revenues that recorded 28 percent to
reach Rs 1,363.8 billion during J-December,
FY2018 against Rsl1,064.2 billion in the
comparable period of FY201

Within total revenues, both tax and non

revenues posted a significant growth 25.4
percent and 82.2 perce respectively. In
absolute term, tax revenue amounted tc
1,270.2 billion and non tax revenues stood ¢
64.5 billion during JulyPecembel FY2018

@

Fig-4.7: Provincial Tax Revenue
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against Rsl1,012.9 billion and F 35.4 billion
respectively in the same period of FY2(

On the other hand, expenditures toucl18.7
percentgrowth during the first half of curre
fiscal year and stood at 1,213.1 billion
against Rs 1,022.0lkon in the same period ¢
FY2017. The rise in growth over preced
year was largely stemmed from signific
increase in development expenditures comp
to the rise in current expenditu

Development expenditures grew by 2
percent relative to 17 percent growth i
current expenditures during J-December,
FY2018. In absolute term, developm
spending stood at Rs 316.8 billion during f
half of FY2018 compared to 247.4 billion in
the same period of FY2017. While curr
expenditures amoued to R 896.3 billion
during Julybecember, FY2018 against
774.6 billion during the same period
FY2017.

Public Financial Management Reforms ir
the Federal Governmen

The Ministry of Finance continues on the p
to implement Public Financial Managem
(PFM) reforms with the aim to improve upol
sustainable fiscal policy, linkgovernment's
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strategic policies with the budget, and enhanceresponsibilities  between different PFM
productivity of public expenditure to improve institutions.

delivery of public services. A PFM reform _

strategy has been drafted that incorporatesConclusion

various elements of the PFM system. TheTne performance review of Pakistan's fiscal
strategy envisages adoption of reforms over thesector reveals that there is a considerable
next 10 years focusing on administrative, jmprovement in fiscal accounts in recent years.
policy, legal, and systemic strengthening. The consolidated fiscal deficit that averaged 7.2
percent of GDP between FY2009 and FY2013
registered a decline to an average of 5.8 percent
between FY2013 and FY2017.

An important element of the PFM system, the
Medium-Term Budgetary Framework (MTBF)
reform has entered into its eight year of
implementation. Through this initiative, macro- | order to control unproductive expenditures as
fiscal projections and politically endorsed e|l as increasing revenues, the present
budget strategy paper form the basis of budgelyoyernment has taken various measures in a
ceilings that are communicated to Principal challenging environment. The aim was to
Accounting Officers. The budget ceilings are generate additional fiscal space for expenditure
designed to enhance empowerment over budgeg, development and social safety net.
allocations as per the policy priorities of the Resyltantly, total development expenditures
Ministries / Divisions. (excluding net lending) increased from 3.5
percent of GDP during FY2013 to 5.3 percent
of GDP during FY2017, particularly, Federal
Public Sector Development Program (PSDP)
increased from Rs 348.3 billion (including Rs
24.7 billion development grants to provinces)
during FY2013 to Rs 733.3 hillion (including
Rs 7.8 billion development grants to provinces)

In addition, performance orientation in the
budgeting and monitoring systems is providing
better understanding of productivity and use of
resources to deliver public services. This year,
policy and planning exercises are being carried
out with a selected number of Ministries /

dDé\Ilil\?le?nS I;rllqsovrv?t?\r trt](; l?ue(;teertsal:gt:]rthseermfrz in FY2017. While the allocation under BISP
the tec)r/m%Io -based IannirglJ aﬁd erformanc'e(deveIOpment expenditure outside PSDP) has
9y P 9 P also witnessed a substantial increase of 73

management system - known as ‘Business - .
Plann?ng and gonsolidation’ is being rolled percent to r(_aach .R5121 billion during FY2018
from Rs70 billion in FY2013.

across the federal government.

Fiscal sector continued to perform well during
the first half of current fiscal year. Strong
growth in revenues relative to expenditures
helped in containing fiscal deficit to 2.3 percent
of GDP during first half of FY2018 as
compared to 2.5 percent of the corresponding
period of last year.

An important component of PFM system is
coordination between federal and provincial
governments, to ensure consistency and
harmony in the fiscal policies of federal and
provincial governments. There was a
coordination mechanism through meeting of
finance secretaries. The Council of Common

Interest  has  approved establishment  Ofthe performance of fiscal sector is an
ministerial fiscal coordination committee t0 jngication of this fact that home grown

strengthen  the  existing  coordination nrogramme of economic reforms particularly in
mechanism. The fiscal coordination committee the  area of revenue mobilization and
has since been notified. expenditure  management helped the
government to increase the tax revenues
together with increasing the development
spending. This will provide significant support
in achieving economic stabilization and
unleashing higher economic growth.

To strengthen legal and regulatory framework,
a draft PFM law is being drafted. The purpose
of the law is to provide legal force to the PFM
system in vogue and clarify roles and
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