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FELICITATIONS

The Faculty and the
congratulate the Chairman Central Board of
M. Abdullah Yusuf,
attaining the highest grade in government service.

Mr.

Probationers at DOT

on his

Under his inspiring leadership Central Board

of Revenue has again achieved the assigned

budgetary target this year with grace and ease.

Director General’s Interview

Q When new entrants join
the Civil Services, there is
often a degree of pessi-
and even ambiva-

Please
comment.

A. Yes there is indeed a
degree of restlessness
among some of the new
entrants and sometimes
this is due to the per-
ceived erosionf o

‘authority” in most tiers
of the Federal bureauc-
racy following moves to
re-structure the bureauc-
racy and make it more
accountable. accessible,|
open and ll'ﬂ]"IS])ﬂ]'{:‘ﬂt.
However, this change is
a positive move in the,
right direction and will
eventually improve the
service. No doubt in the
short run there is a degree
of frustration for those who
look upon government ser-

vice as a means of impos-
ing their will on the public.
‘Change Management’ and
‘re-education” of govern-
ment functionaries should
alter their *mind set’ for the
better.

What has been your experi-
in the
Group? How do vou com-

ence Income

pare the situation as it was

Tax

then with the situation to-
day?

When [ joined the, then,
‘Pakistan Taxation Ser-
vice” (PTS) in 1969, the
ITO was all powerful and
seemed to ‘relish® the
steady ‘procession’ of
taxpayers to his office for
the annual assessment of
their income. There was
no ‘self assessment’” back
then and the regular,
close contact between
assessing officer and tax-
payer created many op-
portunities for harass-
. ment and corruption-that
gave the Service a bad

name. A major move to
' reform, restructure and
revamp the Income Tax
Establishment began in
earnest in 2000 following
a change in government
and today the scene is
quite, quite different.
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There is today a new statute that in-
vests authority to conduct audit-and
make assessment in the person of the
Commissioner of Income Tax [i.e. at
the macro level] who may delegate
powers down the line. Furthermore,
in an unprecedented move, the new
statute guarantees that every Return
of income that meets stipulated crite-
ria, SHALL be accepted, ‘as filed.’
This is nothing short of ‘a sea
change.” Concomitantly, there is a
realization that the hitherto. .poor
compensation package for tax per-
sonnel needed to be revised and now
a * doubling” of the basic salary in
many tiers of the Income Tax estab-
lishment means that a ‘living wage’
is finally going to become a reality.
Undoubtedly these are dramatic
moves in the right direction.

We know that the tax reforms are
being funded by the World Bank and
Asian  Development Bank. How
would the Government be able to
sustain the expenditure, especially
when it has to repay the loans?

We need not be ‘terrified” of taking
loans so long as we put the loans to
good use. Thus if we are able to ex-
pand the tax base meaningfully and
increase revenues to say 25% of
GDP [as against 9.4% today] by
2009[the point of arrival for the tax
reforms] we would have created the
capacity to not only meet the debt
obligation but also generate a healthy
‘surplus.’

We know that presently only limited
audit is being done. With universal
self assessment and audit, what is the

Justification for the large number of

new entrants recruited for the In-
come Tax Group?
Universal Self assessment and Audit

go hand in hand. However a condi-

tion precedent for meaningful audit
is the existence of sufficient skilled
manpower. We are now in the proc-
ess of creating that required pool of
skilled auditors. In my opinion, look-
ing to the eventual workload in-
volved in audit, the size of the
batches of the new entrants is just
about right.

Do you think that the benefits offered

<by Government to its personnel are

proportionate to what the corporate
sector ( MNC's ) have to offer?

No, they are not proportionate at all.
And in fact we don’t expect them to
be. Nowhere in the world are public
servants paid more than their coun-
terparts in the private sector but they
should be given a “Living Wage”.
And in Pakistan we are, at least,
heading towards that.

What are your views about reforms
and restructuring?

Reforms are bound to have a salutary
effect on the efficacy of the Income
Tax Department to rais
[meaningful] revenues at optimal
cost. Reforms are therefore both de-
sirable and necessary. However,
these reforms also have a inbuilt
‘manpower redundancy’ potential.
Simply put, the present work force,
especially the support staff, is bound
to be scaled down. In order to prop-
erly ‘manage’ the inevitable redun-
dancies we must plan to retrain as
much of this manpower pool as pos-
sible so that those who lose their jobs
can eventually be given meaningful
employment within or without the
department.

Would self assessment be any good
in the cultural environment of Paki-
stan?

It is true in Pakistan taxpayers do not
submit correct returns. In the past
self assessment has indeed been
grossly misused. But this is a transi-
tory phase. With more trained offi-
cers in the field and greater use of IT.
the department should be able to
counter taxpayers involved in con-
cealment and this will naturally lead
to effective self assessment.

Civil servants have reservations re-
garding the duration of the training.
What do you say about this?

The total training duration, inclusive
of the MBA program is just over two
years. I do not think this is inordi-
nately protracted. Remember when
you are eventually deployed and
given audit assignments in the field
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you will most likely be confronted
by high caliber professional account-
ants and corporate lawyers many of
them having years of ‘experience’ to
their credit. You will only be able to
deal with them effectively if you are
properly trained. Otherwise you will
flounder and make a mess of assess-
ment work. That of course must not
happen. Effective training is there-
fore essential.

What is the role of DOT in the up-
coming future? _

DOT is no longer a mere training
institute. Its new mandate under the
CBR restructuring program includes
“research” and policy recommenda-
tions. DOT is focusing on effective
training in a dynamic and holistic
context to deal with the challenges
ahead.

What qualities primarily do vou want
to inculcate in the Probationers?
Academic work today has a much
broader canvas than in the past and
the assessing officer of today needs
to be aware of world wide tax eva-
sion techniques. The relentless pace
of globalization has made the world
a smaller playing field. The internet
has unleashed a knowledge revolu-
tion that was inconceivable a few
years back. Vast information is now
only a mouse click away. Curiosity
and technical competence are there-
fore the essential attributes of a good
taxman [or woman!!]. A good tax
officer must know everything about
Enron Corp, WorldCom, Pamalat
cte. The nature of corporate fraud has
changed dramatically and today an in
depth understanding of Balance
Sheet items including “off” Balance

2

Sheet items is crucial. Knowledge of

financial forensics and computer fo-
rensics is also required if the tax offi-
cer is to make headway in his inves-
tigations. I intend to easure that the
DOT curriculum is in keeping with
the changed work scenario.

Interviewed by: Aisha Dilshad and
Munir Ahmed Ch.
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“Train the Trainers”

A course on Tax Management System (TMS) was
conducted at DOT. The course was aimed at train-
ing the master trainers from PRAL (Data Base
Administrators (DBA)) as well as from field for-
mations of Income Tax Department. These Master
trainers will in turn train the field officers of their
relevant areas. DOT & BPR wing of CBR has
targeted technical as well as domain operators for
the first round of training. These personnel will
complement each other while imparting training at
their respective stations. Apart from the training
of master trainers, officers of 31st common have
also been provided hands-on training of TMS un-
der the directions of the worthy chairman. The
certificate awarding ceremony of the second batch
(Domain Incharges) was presided over by Mr.
Salman Nabi Member Direct Taxes, CBR on 15th
of July, 2006. The ceremony was also attended by
RCIT Lahore, Mr. Haji Ahmad, Member (Audit)
Mr. Abdul Razzaq and Commissioners of LTU &
Eastern Region, Lahore.
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Workshop en Developing a Unified Training Strategy

A workshop was held on devising a combined integrated
training strategy for sister taxation services at the Direc-
torate of Income Tax (Training) Lahore on 8th and 9th
May, 2005. The basic purpose of the workshop was to
align the training with the demands of reform by redes-
igning and reformulating all training efforts.

The participants of the workshop included all the Addi-
tional Directors and officers of above ranks related to

Rafia Ilyas Awan

both Income Tax and Customs Directorates of Training. %

The scheme of the workshop consisted of brainstorming
sessions and group discussions after the initial presenta-
tions by Member HRM, DG DOT (DT) and DGTR
(Customs). The workshop was concluded with the final
presentations by DG DOT and DG (Customs), while
Member HRM summed up the workshop by describing
his vision of future training institutions of CBR.
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Performance of DOT in The Year 2005 06

" A total of 102 courses were held in DOT during

the financial year 2005-06. A total of 1831 offi-
cers participated in these courses.

Courses conducted are as follows:

Capacity Building Training (BS-19)
Capacity Building Training (BS-17/18)
Capacity Building Training (BS-16)
Specialized Training Programme (32nd
Batch)

Specialized Training Programme (31st
Batch)

Specialized Training Programme(33rd
Batch)

Appeal Management Processing System
Training course on Expenditure/Audit
Workshop on Withholding Taxes

Refresher course for Tax Bar Members

Tax Management System

Training Course in Accounts Matters & IT
Specialized Training Program for ITOs
Foundation course for Stenographers/Stenos
Foundation Course for Inspectors

New Courses on Tax Management System,
Withholding Taxes, Appeal Management Proc-
essing System and a Refresher course for Tax
Bar Members were introduced this year.

DOT Performance 2005-06
Description Number of Courses [No, of Participants

Capacity Building Training (BS-19) 11 157
(Capacity Building Training (BS-17/18) 26 370
(Capacity Building Training (BS-16) 14 191
ISpecialized Training Programme (32nd 5 s
iBﬂlCh] - i
Specialized Training Programme (3 1st

1 40
Batch)
Specialized Training Programme(33rd

1 38
Batch)
lAppeal Management Processing System 3 45
Training course on Expenditure/Audit 3 38
Workshop on Withholding Taxes 2 177
Refresher course for Tax Bar Members 2 40
Tax Management System 2 97
Training Course in Accounts Matters & IT 3 60
Specialized Training Programme for [TOs 1 59
liuundal:on course for Stenographers/ 13 196
Stenos
Special Traming Programme for Supr./

1 14
SUpdt.
Foundation Course for Inspectors 10 155
Foundation Course for UDCs 7 99
TOTAL 102 1831

The 'Underground Economy in Pakistan'

Year UGE as Tax Evasion | Size of UGE Tax
% of as % of Bills (Rs.) Evaded

GDP GDP Bills

(Rs.)

1975 19.42 1.98 21.75 222

1980 28.24 3.69 66.41 8.67
1985 27.42 3.36 129.44 15.87
1990 25.51 3.42 22724 30.47
1995 40.63 5.62 758.16 104.78
2000 34.76 448 1094.05 141.07
2002 37.25 4.71 1388.06 175.47

The Under Ground Economy encompaseca &
much broader canvas than the 'Informal Econ-
omy' as income generated through illegal,
‘criminal’ activities (like smuggling of goods &
dealings in narcotics) is also included. The UGE
has ballooned from Rs. 15 billion in 1973 to Rs.
1 trillion 388 billion (+) in 2002 i.e. it has in-
creased more than 9238% in size in a span of 29
years!!! That segment has a tax evaded compo-
nent of approx Rs. 55 billion odd [in 2005]. This
means that out of the total tax evaded in the UGE
in 2002 quantified at Rs. 175 billion, some Rs
120 billion pertains to the income generated from
purely criminal activities.

Source : M. Ali Kemal, Underground Economy & Tax
Evasion in Pakistan -A Critical Evaluation
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' The probationary officers of 33rd Special Training Programme (Income Tax) hosted a dinner in the
' honour of probationers of DMG, PAAS, CTG, FSP, PSP, Postal and Information Groups at DOT,
| Lahore. It was a reunion of probationary officers belonging to 33rd Common Training Programme.

| A farewell dinner was organized by the probationary officers of 33rd Special Training Programme
in the honour of outgoing probationary officers of 31st Special Training Programme at DOT.
Lahore. DG (DOT) and faculty members of the DOT also graced the occasion and enjoyed the
musical programme.

Dr. Nabeel Afzal, Azhar Jehangir and Atiya Rehman were given appreciation letters for excellent
academic performance during the first month of 33rd STP.

the ten he wins in a lottery on a
world tour.

And the accessory he cannot do
without is his mobile.

| best in his future life.
|

Muhammad Alam Bhatti retired from the
post of Librarian DOT Lahore, after serving
1 for more than 30 years. We wish him the

the ten he wins
in a lottery on a world tour.
And the accessory he cannot do
without is his 7€’

Nabeel  would | Azhar would not Atiya would not
not be found 8 be found dead be found dead
dead with out 8 with  out his " with  out her
Income Tax Or- principles. parents  and
dinance. Would like to W prayers.

" Would like to have dinner with o/ Je" Would like to
have dinner with Dianne Kruger, | WS have dinner with
Lady Diana. -~ 7 " Would spend the /2 Dr. Zakir Naik.
Would spend the ".\ - F | first million of Would  spend
first million of IRV the first million

of the ten she wins in a lottery on
HAJI.

"~ And the accessory she cannot do
without is her mobile.

N9 P>P0OZO0O

photos
Asif Rafique
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Book Review

Economic Management in Pakistan 1999-2002

Dr. Ishrat's book examines
the economic policies of the
Pakistan government between
October 1999 and September
2002. He discusses the dire
economic situation of Pakistan
before the present government
came into power and charts the
remarkable turnaround of for-
tune. The book discusses the
macroeconomic legacy of the
1990s and the role of IMF in
Pakistan's economy between
1988-2002. Dr. Ishrat then tries
to substantiate why did Paki-
stan have to adopt the IMF pro-
gramme? - and the formulation
of strategy for economic re-
vival, external debt manage-
ment, foreign exchange man-
agement, financial sector man-
agement, monetary policy man-

The Laffer Curve is named after Professor Art Laffer. Professor Laffer
was an advisor to President Ronald Reagan in the early 1980s, but, de-
spite that, his claim to fame was his theory on income tax 'the laffer
curve'. In this theory he propounded that as taxes increase from fairly
low levels, tax revenue collected by the government would also in-
crease. But. as tax rates rise, there would come a point where people
would not regard it as worth working hard for. This lack of incentives
would lead to a fall in income and therefore a fall in tax revenue. The

agement and fiscal policy man-
agement. There are chapters in
this book about the institutions
and governance in Pakistan, the
need for human development
and the impact of globalization
on poverty in Pakistan and
challenges it brings.

The book deeply delves into
the four exogenous shocks that
hit the economy (the prolonged
drought with the resultant
shortage of irrigation water for
agriculture, the 11 September
attacks on the World Trade
Centre, the tensions with India
and the mobilization of forces
on the borders, and finally the
terrorist attacks on foreign na-
tionals in Karachi). It further
explains how despite these
shocks which were com-

pounded by global
recession, the eco-
nomic policies and
favourable circum-
stances helped the
country  achieve
macroeconomic sta-
bility. The results of
these policies being
a reduction of the
fiscal deficit, lower
inflation rates, a
decline in interest
rates, a surplus in
current account, a
stable exchange
rate, the removal of
economic sanctions,

the diversion of remittances
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Saad Waqas

FCONOMIC
MANAGEMENT
IN PAKISTAN

1999—200.

ISHRAT HUSAIN

through the banking

channels, the re-profiling of foreign debt and the re-
sumption of assistance by the USA.

Ta
Revenue

Malang Jan

logical end-point is with tax rates at 100% where no one would work
and tax revenue would become zero.

£ Tax F ate
(]

This is illustrated by the Laffer Curve. Along the curve Tax Collections increase and then decrease in relation to the
tax rates. Point T* represents the optimum tax rate where the maximum amount of tax revenue can be collected. Laffer
and other right-wing economists used the curve to argue that taxes were

too high at that time in USA and should therefore be reduced to encour-

age incentives and harder work. Laffer also does not claim to have in-

vented the concept,

attributing it to 14th century Islamic scholar Ibn

Khaldun and, more recently, to John Maynard Keynes.

Find out more on the web,

http://ww\\-'.“-'ikipedia.'tom
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