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Pakistan’s Financial Policy Formulation and
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Abstract

The aim of this paper is to examine the political economy of
fiscal policy making in Pakistan. It evaluates the key economic and
political factors that affect the fiscal policy making and its
implementation. The paper maintains that the role of state’s
institutions is vital for economic growth and social development in
Pakistan. After reviewing the tendencies of public expenditures and
revenue, the paper displays that the performance of the economy on
average has not been bad but, in terms of widespread poverty and
income inequality despite having a large public sector, it is not
working well. The paper figures out that the key reasons of this
contrast is the political economic structure of Pakistan, particularly
the fiscal policy which is designed in such a way where it promote
and protect the interests of an elite class and dominant province of
the federation. Finally, the paper concludes by arguing that the
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military as a strong institution plays a key role to reorient the fiscal
policy in Pakistan for the purpose to defend and endorse its own
institutional interests through undemocratic and uncoordinated
manners at the expense of greater social and economic development

of Pakistan.
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[]
Government(s) Direct taxes Indirect taxes
Federal Income tax Sales tax
Government Corporate tax Excise duty
Wealth Tax Imports duty
Property tax Exports duty

Gas & petroleum surcharges
Foreign travel tax

Provincial Land revenue Stamp duty
Government Urban Immovable property | Motor vehicle tax
tax Entertainment tax
Agriculture income tax Excise duty
Capital gains tax Cotton fee
Tax on professions, trades | Electricity duty
and callings
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Table- 2. Tax to GDP ratio (Overall and For Individual Taxes of
the Federal Gowt.)

Year | Current Total
Incom | Corporat | Wealth | Gift Tax & | Workers | Capital | Custo |Federal |Sales |Surc | Stamp- Tax-
eTax |ionTax |Tax Estate Welfare | value Tax | ms Excise |Tax | harg | non- fo-

Duty Tax Duties | Duties e | Judicial | Others | GDP
ratio

1979- | 1972 0570 003 0.006 0.011 0.000| 5.646 4131 L115|0595| 0.002| 0.000) 14.086
1983

1984- | 2.084 0.036| 0,001 0,000 0013 0.000 | 0.068 3397 L218| 0.00| 0,000 0,000 12.816

1199“5?98 2291 0:010 0.03 0,000 0,030 0,000 | 50887 2888 | 1.992 0103 0,000 0,000 13.14
11999213 3,586 0:000 | 0,101 0,000 0,033 0,037 | 4133 2537 2403 OJOg 0,000 | 0,000 12.831
11935‘;9g 3:216 0:000 0,038 0:000 0.107 0022 | 1,693 1441 3641 OJOg 0,000 0,000 10.178
2%%33 3,246 0,000 | 0,000 0,000 0:104 0,031 1,711 0845 | 3.4 0108 0,000 0,009 9911
220[(}109g 3.834 0:000 | 0,000 0,000 0-108 0,043 | 1.299 0:549 | 3,803 OJOg 0,000 | 0,378 10.536
2010 0
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Table-3. Expenditure to GDP Ratio (overall and for Individual
Exp. Of the Fed. Govt.)

year Current Dev | Total
General | Defuse |Law | Communt | Soelal | Ecenanl | Sabad [Debe | Grane| Un [0 |t | cip
Adminds & i Services | ¢ its Sir. |10 alls | expe | Ratio
tratién Ordir | Serkics Serviced Tmveit | Provi | cab ke
ible |mees |le

19791983 0.75) 635 040 03z] 030 054 080| 416 000)000) 000 | 22E| 1621

1984-1588 o3| 74| 040 DX 08 039 08| TeE| 0.00[005) 000 |110) a4k
EEETE I T 1Y I I S D3| sl D33 081| TAT| 039[021) o000 193] D49

e IEE | 09| 9| 038 DI6| 048] 02| 031] 589| 098|027) 000 | 100] 1902
903 | 11| 209| 023 01| 09| 020| 00| §2%| 101|041 000|063 | 1448
W08 NA| 24| NA| 000 000| 0pD| 00| 11| 0.00|000[1018 [18%] 174%
ORI WA| 285| WA|  GM0| 00| 000| NA| NA| 0|0 |TIE [T BH
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