The News

Rs. 180bn in duties lost annually due to SROs culture
Saturday, May 04, 2013
Shahnawaz Akhter

KARACHI: Pakistan loses about Rs180 billion customs duties every year due to the “SRO culture” in taxation, sources at Pakistan customs said on Friday. They said the culture has led to exemptions and concessions which have played havoc with the national economy.
Amid Pakistan’s serious balance of payment crisis, the sources said, its policymakers insist on the retention of an exemptions and concessions regime which benefits some sectors of the economy, and particular individuals.
A study conducted by Pakistan Customs shows that imports under SROs (Statutory Regulatory Orders) amount to about 45 percent of total imports. One of the officials among the sources explained that in 2011-2012 the total imports of the country were Rs4 trillion, of which Rs1.8 trillion were under SROs.
On the other hand, customs duties on total imports in the fiscal year under review were Rs217 billion, depicting the average duty collected at 5.4 percent on imports. The official said in case exemptions and concessions are withdrawn, the net effect to revenue may be Rs180 billion and the average duty rate will increase to 10 percent.
The official said further discouragement of under-invoicing under free trade agreements would help raise the average duty to 15 percent, adding another Rs200 billion to the national exchequer.
The study was conducted by Pakistan Customs a year ago - the sources say On the directives of the Federal Board of Revenue. It exposed favouritism in the issuance of SROs for the benefit of certain individuals and sectors. This has resulted in the level playing field being destroyed for other sectors. 
However, the study was aborted under pressure from influential people. Subsuequently, it did not come under consideration for a policy decision on the matter, the sources said.
But the new chairman of the FBR ordered the Customs authorities to resume the assessment of revenue costs due to concessions and exemptions, they said.
According to the study’s findings, the conditions were not due to policy directions or principles. 
The study said the conditions hurt commercial activity and SMEs. It also said they suit vested interests among protected managers in industry, the public sector and political decision makers.
“Discrimination across sectors is glaring,” said the report, adding there was need for a level playing field for all sectors.
The report found that due to SROs, commercial importers and small businessmen are directly hit since they the financial means required for the process of obtaining concession through complex procedures.
“The present system has evolved in a haphazard manner without clear direction or policy-guided foresight,” the report concluded.
