
'Tax and the salaried
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~~IThefederalbud getis go-
ing to be presented
to -Parliament very

soon, though some of its
salient features have al-
ready been revealed to
concerned groups and A~
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" "Vtold that no new taxes J

~ bE!adae~d !!omL, I0 IIcorporate taxes will I~
= r~d"iif~'~ '..ii? '~~II en 0 e busl- . \, ~)., '
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s a 0 agrlculturalcreditbeingprovldedatclieaper

rates. This is for the farmer community. The gov-
. ernmen

,

t hall ann
,

ounced that it Is 8
'

oing to increase
public !lector development exp.endlture. This might

J prpvide 90medlrectrelief on"the poverty and the
- unemployment -front. .But where are the salaried

e1l!.!1sesIn all this? ". . . . .
Salaried people have been shortchanged by the

government for a long time now. They are in tne tax
net by virtue of the lact that most of the salaried when the need arises, as they cannot rely on the
middle class is either working for the government poor quality, and mostly non-existent, hea1th serv-
or are working In the formal sector

,

s and enterprises Ice that'the state provides. Government hospitals
of the economy. They have their tax deducted at are pathetic, and there Is no way one can get cfecent
source. In other words they get their salary after the service from them without bribes or without hav-
employer has deducted the expected income tax Ing the right connections.
payment. Thegovernmli!ntdoes not trust this group, Similarry most people in this group send their
even though the group is well documenteD and children to private sd:\oolsand colleges and mostly
already in the net. The extJ!ntof the distrust is such for the same reason again. Quality in public sector
that this group is not ev~n allowed to deposit their schools is so poor that no relatively better offper-
tax themselves at the end of the year. This would son can even dream of sending her child to Hiese
give more flexibility to the salaried people to move schools. The same is increasingly the case with
their expenditures around. Instead governmenttakes public sector colleges and universities too, with
away their income tax dues forcibly from them only a few exceptiontl still existing.
every month. The utilities, though still provided by the state,

But even more disturbing is the extent of taxation are mostly charged for directly and so they too are
on these people. For the salaried people in the not part of the package. The police and judicla~
relatively nigher Income bracket the lI:ovemment servIces that the state provides are already known
takes away 35 percent of their income Directly un- to all. Most decent Pakistanis are afraiD of the
dt!flncoh1:etax. 1hen they pay another 15 percent police. They fear the incompetence, the ruthle~s-
'O'h-tl'ie.:ountof S'alestax on almost every item they ness and the,.oor,ruptionof police personnel. Most
buy, Then they pay additional surcharges on the would be happy if they courd spenDtheir lifewith-
provision of almost all of the utilities. And to top it out meeting a Pakistani policeman, and most feel
all, additional taxation comes in the form of road more threatened at police pickets than they would
tax (on car registration), property tr~sfer tax and ifthey were facing Count Dracula. And the tragedy
so on. The entire taxation package comes to about, of the whole thing is that the salaried person is
60 ercent of the total i come of a sala i d erson. actually paying for this harassment and fear. The

not er wor s, i a salarie person is paid s judicial system of the country is not much different
a month, he pays Rs350in direct income tax, which either. Cases take a long time to get decided, and
is deducted by his employer at. source, he 'Pays one cannot be sure that truth will indeed prevail in

. another Rs100odd in sales tax, and then another Rs the end.
100 odd in all oth~r taxes. Tht&leaves him with a Of course, the salaried person gets defence of the
grand tptal of Rs 450 to spend 011all his needs. Is motherland from the armed forces in return for the
t1\1sfair or just? t taxes he pays. Butthe less said aboutthatthe better.

This level of ta~tion constitutes a very high ratio I do not want any nighttime visitors to my house.
of income. And it is especially significant when one Even if the money was being used by the state to
thinks of all the people, the agriculturist, the infor- he~p the poorest in the country, the more egalitar-
mal sector businessman, the trader, the retailer, ian amongst the salaried might still be satisfied
and all of the other groups who are either not in the !Withthe taxation leveL But thaHoo is not happen-
net, or are not as well documented, and so end up ing. While the rich are..gettingticher, the number of
paying much less tax. Is it fair to tax the salariea poor is in(:r~as.ing.Unemployment-has been going
class so heavily then? up consistently in the'laSt many years, as-has in-

The question becomes even more pertinen to ask come anti asset inequality:-If the-taxpayers money
when one thinks of the other side of the equ ion. ~J.snofhelping the ~a1aried,and iHe nothelping the
What does the government of Pakistan give to he deser~ng peop1e,where is it gothgil.ndwhy should
salaried person in return for this high level f the salarieD'people be-taxed so heavily then?
taxation? Most people in this group have private '-, One significant contradiction that has developed
health insurance or go to private health providers in our taxation systeIThandthe economic ideology".
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Salariedpeoplehavebeen

shortchangedbythe governmentfora

longtime.Theirentiretaxationpackage

comesto about60 percentoftotal

income.Whatdoesthe governmentgive

to themin returnforthishighlevelof

taxation?
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hat successive governments have been espousing
,as been between the needs of the 5tateto raise a
:ertain amount of money come what may, and the
:lasicfeatures of a market economy, Ifoneholds, as
successive governments in Pakistan have indeed
held, that thestate should provide education,health,
infrastructure and other utllities,~at more or Jess
market rates, then the state IIhould not be levyIng
any surcharges on these. In addition if the state II!
going to give up the r.!!~ponsibilltyof providing
some of tliese services to tne private sedor, thenthe
IItate!!houldreduce it!!level of taxationaccord
insly. But where the IItatehas indeed givenup its
responsibilityby reducingservicesandth('jrqual
ity, and hall ma.de pdtes more cost-based,it hIlS
neglected to cut down the tax rate for thesalaried
c::1ass. --

The inability to cut back taxes for the salariedhas
largely been

.
the result of the inability of th

.

('stateto
widen the tax net. Since its efforts to reformthe
Central Board of Revenue have not amountedto
anything, and initiative!! like the tax surveyhave
cometo naught,it is in no positionto gi~ereIJefto
people who are in the tax net. In fact,overtheyears,
by monetising perk!! like cars and other things,
even the net direct-tax level'son the salaried classes
have been increased. While the'other faxes likethe
sales tax have also been i!Ilp"-'sed orl most goods
that this clalis consumes. So this has been a many.
sided whammy for the salaried claSs,

At the same time every budget we get callslor
sacrifice from the people. In almost all societiesthe
middle-class is considered to be the backbone,and
in Pakistan, successive governments, includingthis
one, have ensured that they break the backboneof
the middle-class. At one time a Grade 18officer,a
pretty senior government official, a journalist,a"
university professor, a hikh school teacher, asenior
clerk, and a midlevel bal}ker could raise their la!!1
ily pre1:ty decently in the income they used toearj1,
But it is no longet. po'ssible. The taxationlevel~,
inflation, and deregulation.of mark~tshavemadeit
imposSible for these people to have a decent white-
collar life. >- '

The state should have done somethingaboutit a
long ago. Instead they have taken everyopportu
nit)' to tighten the noose. Partly this has beenbl
cause the salaried are not one group, and theyhave
been unable to articulate their positIOninanyml'an'

ingfulwaY.,as has been done DYothermorepower
fur and coherent groups. Partly it has beendue to
the ease with which the state can tighten thenoOSl
around the necks of people who are alreadyintht
tax net. And given the £inancial co

.

nstraints of !hI

state, it was inevitable that they squeezesomE
where. Fairness and justice have been a casualtyon
the way though.

If the government is right that we are readyfpr
takeoff now, have sufficient reserves and tis
space, and have sufficient slack, then the govern-
ment should give some relief to the salariedclass
Ther form the bulk of the dying middle-das,ln.
Pakistan. They need resuscitation badly,andcould:'i
do with a few good breaks in the nextbudget.11

they do not get the breaks, and the government
continues to squeeze, there will be a significant
socio-economic price to pay for the death,oftill

middle-class in Pakistan, and the piper willhaveto
be paid pretty soon now. '
E-mail queries and comments to:
faisal@nation.com.pk
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