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From the Editor’s Desk
In this Issue of SME Observer, the first article is about the Food Processing Sector that highlights the importance of tapping the halal
food market across the globe. Due to the growing demand for halal products (including but not limited to halal meat) around the world,
the rising global halal foods market should be taken into serious consideration for processed food exports. Pakistan's potential for
international growth is bolstered by the country's food processing industry. The potential for expansion is enormous, with over 2,500
food processing plants located across several regions. Further, it's possible that ripple effects might be created in sectors like the food
packaging and bottling industries. In recent years, Pakistan's food manufacturing business has expanded to include more upscale
items, many of which may be tailored to individual consumers' preferences. The sector's growth and productivity are, however,
hampered by a number of interlocking restrictions. The article gives a brief summary of these problems and some recommendations
about how to address them.
When it comes to government regulation, small and medium-sized enterprises (SMEs) find tax issues to be the most onerous. Unlike
large corporations, which can typically rely on tax specialists for guidance on how to maximize their net profits, SMEs face a number
of challenges in this area. Taking this into account, the next essay, "SMEs and Income Tax," emphasizes the significance of formalizing
the SME sector, which will be extremely beneficial for both SMEs and the Government. The paper details the problems
SMEs encounter with tax compliance and makes recommendations to the government on how to address these problems in a tangible
way to encourage SMEs to formalize their operations.
The third section presents the results of our investigation on Destination Management, a relatively recent development in the tourism
industry (DM). The tourism industry in Pakistan has enormous potential, but it is currently mostly unexplored, necessitating serious
and innovative approaches to promoting it. The tourism industry, which suffered the greatest global impact from Covid-19, need special
care and distinct measures in order to recover. Destination management (DM) is discussed in detail in the article "Reviving Tourism
Through DM - Gateway to the Magnificent Pakistan," which details how DM may be utilised to promote the Travel & Tourism Sector
by involving all relevant stakeholders and the surrounding environment.
Lastly, Lahore on Rails section highlights the benefits of ‘Streak – Customer Relationship Management (CRM)’. It is a great tool for ecommerce platforms to know their customer and market their product and services accordingly.
We hope that our readers will find the articles of this publication useful. We welcome suggestions on making the SME Observer a
leading publication and information source on the SME sector.
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Sector in Focus
Food Processing Sector
Maryam Anas Ganaie*

1

Agriculture sector is critical for supporting the country’s economic growth, food security, employment generation
and poverty alleviation, particularly, at the rural level. In Pakistan, agriculture sector contributes 22 percent to
GDP and provides employment to around 37 percent of the labour force. More than 65 to 70 percent of the
population is dependent on agriculture for its livelihood.
In Pakistan, agricultural growth rate has been constrained by shrinking arable land, climate change, water
shortages, and large-scale population and labour shift from rural to urban areas. However, Food market has
exhibited a steady growth and does not seem to be largely affected by the economic slowdown in the last few
years. Pakistan food products market grew at a CAGR of 6% during the last 5 years. A cursory look at the
economic contribution of agriculture in processed foods sectors reveals that about 12.5% of establishments are
focused on food processing, while export share of unprocessed agriculture stands at 11% and processed one at
merely 3%. This low share indicates that Pakistan is not moving at the required pace towards value-addition of
products and losing out on vital market share. The Total Factor Productivity of 1.8% also points towards the
potential of increased productivity of food processing sector which can generate significant foreign exchange for
the country in the form of exports.
Fig 1: Economic Contribution of Agriculture Sector including Food
Processing
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Source: Economic Survey of Pakistan 2021-22, SBP and PIDE

Pakistan’s food product market size was recorded at PKR 155 billion in FY20 (PKR 130 billion - FY19), up by
19% mainly due of inflation impact and consequent increase in price of food products. Furthermore, traditional
occasions such as religious and wedding seasons results in significant increase in overall sales. Food processing
accounted for $223.5 million in FDI from 2012-2018.2 Currently, around 7 to 8 major players operating in
Pakistan’s food products market enjoy about 25% share in the market. These include local as well as prominent
international brands operating in Pakistan. The subsequent section outlines key food processing subsectors
operating in Pakistan.

Key Food Processing Sub-sectors:

i.
Frozen Foods
The market for frozen foods has grown rapidly in recent years owing to adaptation towards a more urban way of
lifestyle. It includes Frozen Chicken, Frozen Meat, Frozen Seafood, Ready-to-Cook and Ready-to-Eat products.
The industry faces numerous problems, particularly with power outages that severely impacts chilling systems
and compliance with local and international food standards. The larger and some of the medium units have
modernized machinery and fully automated plants, but many of the medium and almost all the small units lack
modern manufacturing facilities.
ii.
Value Addition in Major Food Crops
Pakistan is one of the largest producers of industrial crops such as rice and wheat. In 2019, the global wheat
market was valued at US$ 181,377.66 million with a forecast to reach US$ 219,995.42 million by 2027; an
expected growth at a CAGR of 2.8% during 2020-20273. Pakistan being the 8th largest wheat producer in the
world4 can play on this strength to fulfill the increased demand for convenience foods. Various products require
assorted types of wheat varieties to obtain the best possible end product, an example being Gluten, a natural
protein responsible for the structure of products such as bakery items, snacks, noodles, and pasta that are the
most in demand.
Pakistan can capture the local and export market through investing in food processing. Good food processing
techniques such as extrusion are being utilized in several developed countries, and are now finding their way to
Pakistan as well. Currently, the extrusion technology is being utilized in Pakistan in the processing of food
products like cereals, pasta, snacks etc.
iii.
Edible Oils and Fats
The total availability of edible oil from all sources in Pakistan is estimated at approximately 3 million tons. 23%
of oil seeds are produced domestically while the remaining is mostly imported. These oil seeds are used
extensively in the vegetable ghee and cooking oil industry which is one of the largest manufacturing industries
in Pakistan. There are approximately 160 small and medium sized vegetable ghee and cooking oil units spread
all across Pakistan.
iv.
Beverages
The food and beverage processing industry of Pakistan is the 2nd largest in the country accounting for 27% of
the value-added production and 16% of employment in the manufacturing sector 5.The beverage processing
industry’s main products include dehydrated products, fruit products, including fruit juices/drinks, canned fruits
and carbonated beverages. The industry has been categorized into two sectors broadly: (1) Juices, squashes
https://invest.gov.pk/food-processing?language_id=en
https://www.globenewswire.com/news-release/2021/02/18/2177781/28124/en/Outlook-on-the-Wheat-Flour-Global-Market-to-2027-by-Product-TypeApplication-End-user-Distribution-Channel-and-Geography.html
4 https://www.worldatlas.com/articles/top-wheat-producing-countries.html
5 https://invest.gov.pk/food-processing?language_id=en
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and syrups and (2) Aerated beverages. Both the sectors have recorded an impressive growth with major players
such as Pepsi, Coca Cola, Nestle, Mitchells, Shezan, Maza, etc. Their production units are mostly located in the
province of Punjab, specifically Lahore, Sargodha and Bahawalpur.
v.
Fruits, Dairy, Vegetable and Intermediate Value Adding Products
Pakistan is the 4th largest milk producer in the world with, approximately, 80% of milk produced in rural areas,
15% in peri-urban areas and 5% in urban areas. Average annual milk production increased from 12 million tons
in 1985-1986 to 48 million tons in 2018-20196 which offers tremendous opportunities for value added products
in the dairy sector.
In the fruits and vegetable sectors, 35 varieties of vegetables and more than 30 varieties of fruits are cultivated
in Pakistan. There are about 25 processing plants in these sectors where most of them are citrus based followed
by mangoes which are abundant in Southern Punjab and Sindh. The major processing plants are located in
Peshawar, Lahore and Karachi. Value added products produced by them include jams, jellies, marmalades,
squashes, canned fruits etc.
a) Mangoes: With more than 200 varieties grown, mangoes are Pakistan’s 2nd largest food crop. Pakistan
produces 3.5% of the global supply of fresh mangoes, making the nation 6th largest producer of fresh
mangoes and the 4th largest exporter in the world7. To unlock the tremendous export potential of the
crop, focus should be on converting it into pulp to minimize wastage. Natural Mango pulp is in high
demand not only in Pakistan but in other countries as well, therefore it is imperative to enhance current
pulping facilities. Mango pulp may be used in canned products, ice creams, juices, flavored yogurts and
other food items.
b) Citrus: This includes fresh or dried oranges, mandarin oranges, clementines, lemons and limes, and
grapefruits. Citrus trade accounts for 0.097% of total world trade and was the 210th most traded product
in 20208. With Kinnow comprising of 95% of the country’s 9 total citrus production, its abundance may
be taken advantage of through enhanced production of Frozen Concentrated Kinnow Juice (FCKJ); a
raw material used in juices and drinks. During 2003-2016, FCKJ exports grew by 629% in quantity and
1,228% in value terms indicating further potential for Pakistan to penetrate global markets. In 2016,
Pakistan exported 6,743 tons of FCKJ worth USD 11.4 million. This translated into 0.65% of the total
quantity of world exports10.
vi.
Meat Processing
In 2019, the global processed meat market was valued at US$ 519.41 billion and is forecasted to reach US
$862.97 billion by 2027; an expected growth at a CAGR of 6.24% during 2020 - 202711. Presently, Pakistan’s
livestock share in export is 8.5% with the poultry sector as one of the most vibrant sub-sectors of livestock.
According to the Pakistan Poultry Association (PPA), with investments of about PKR 1.1 trillion, poultry is the
largest agro-based segment of Pakistan with a 10-12% per annum growth rate12.
In terms of production strategies, business set-up, and processing, poultry is the cheapest sector and
subsequently the most significant, particularly the broiler industry. As of 2020, Pakistan is the 11th largest poultry
producer in the world with the production of 1,163 million broilers annually 13. In Pakistan, owing to the
convenience factor, frozen kebabs, meatballs, sausages, chicken patties, and beef patties are common. Frozen
https://pide.org.pk/blog/milk-production-in-pakistan/
https://tdap.gov.pk/wp-content/uploads/2022/01/MANGOupd.pdf
8https://oec.world/en/profile/hs/citrus#:~:text=Overview%20This%20page%20contains%20the,0.097%25%20of%20total%20world%20trade.
9 https://www.pc.gov.pk/uploads/report/Citrus_Cluster_Report.pdf
10 https://agripunjab.gov.pk/system/files/Feasibility%20Study%20FCKJ%20Vol.%201.pdf
11 https://www.fortunebusinessinsights.com/industry-reports/processed-meat-market-100556
12 https://pakistanpoultryassociation.com.pk/poultry-status/
13 http://pbit.gop.pk/system/files/Situation%20Analysis%20of%20the%20Poultry%20and%20Allied-Recommendations-11-04-2020.pdf
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fish is similarly available as are shrimps, sardines, fish fillets, and fish biscuits. The 2022 Power of Meat Report
identified two-thirds of meat shoppers stating they “frequently” or “sometimes” purchase value-added meat
products such as sausages, chicken wings, and kebabs14.

Export Potential of Food Processing Sector:
A growing world population, increased urbanization, rising number of women in the workforce, and a more healthconscious populace has surged the global demand for food products that cut preparation time and effort.
Projected to grow at a CAGR of 6.01% the global processed food market is expected to reach US$2,041.271
billion by 2025, from US$1,438.201 billion in 2019 15. Thus, the food processing sector presents dynamic export
opportunities for Pakistan. With more than 2,500 food processing units scattered across the provinces, the
potential for growth is immense. Moreover, spillover effects in industries such as food packaging and bottling
may be generated. For individuals with an increasing propensity to spend and to prioritize foodstuffs with long
shelf lives, canned food exports should be considered. These are highly cost-effective as requirements for a cold
chain, an uninterrupted refrigerated supply chain, is non-existent. Pakistan’s food processing industry has
increasingly added higher value-added products specifically customized to the tastes and preferences of diverse
consumers. With an increasing affinity for halal products (not just limited to halal meat) worldwide, the expanding
global halal foods market should be seriously considered for processed food exports.

Sectoral Classification of Processed Food Exports
Beverages, Spirits and Vinegar sector held largest share in the processed food exports of Pakistan during 202122 at 43%, followed by Sugars and Sugar Confectionery at a modest 16%. Other notable shares come from
Residues from Food Industries, Animal Fodder (10 %), Miscellaneous Edible Preparations (9%), Preparation of
Cereals, Flour and Starch etc. (7%), Preparation of Vegetables, Fruits and Nuts etc. (6%), and Tobacco and
Manufactured Tobacco Substitutes (6%). Cocoa and Cocoa preparations have the lowest export share preceded
by Meat, Fish and Crustaceans sector at 3%.

https://midanmarketing.com/convenience-is-king-to-todays-meat-consumers/
https://www.researchandmarkets.com/reports/5067509/processed-food-market-forecasts-from-2020to#:~:text=The%20global%20processed%20food%20market,demand%20for%20processed%20food%20market.
14
15

5

Sr. No

HS Code

ExportsMillion USD
(2021)

Products

Untapped
Potential –
Million USD
(2021)

1

220710

Undenatured ethyl alcohol

329

209

Key Export Markets
USA, Netherland, Philippines,
Brazil, China

2

110100

Wheat or meslin flour

81

87

Afghanistan, Thailand, China

3

170410

Chewing gum

36

31

Afghanistan, UAE , Saudi Arabia

4

190531

Sweet biscuits

17

23

China, Afghanistan, UAE

5

190219

Uncooked pasta

8.8

11

Afghanistan, UAE, Somalia

6

190590

Bread, pastry

17

12

7

210690

Food preparations

31

51

UAE, China, Saudi Arabia
USA, China, Thailand,
Afghanistan

8

170490

Sugar confectionery not
containing cocoa

34

33

Afghanistan, USA, China, Saudi
Arabia

9

190190

8.1

12

Afghanistan, China, Netherlands

10

200819

6.7

6.9

11

190110

7.5

16

China, USA, Germany
China, Saudi Arabia, Afghanistan,
Vietnam

12

200190

10

8.3

USA, Germany, UK

13

210390

9.9

4.4

14

200799

5

3.6

USA, UK, China
China, Afghanistan, Saudi Arabia,
Netherlands

15

130239

1.8

4.1

Afghanistan, Spain, China

16

170490

34

33

Oman, UAE, Afghanistan

17

151790

2.8

2.6

China, Afghanistan, USA

18

2005XX

2.5

1.1

19

130190

Malt extract
Nuts & other seeds,
prepared or preserved, nes
Food preparations for infant
use
Vegetables preserved by
vinegar or acetic acid
Preparations for sauces &
prepared sauces
Fruit (excl citrus) jams or
similar, nes
Mucilages & thickeners
derived from vegetable
products nes
Sugar confectionery not
containing cocoa
Edible mixtures of fats, oil &
fractions, chemically
modified nes
Vegetables nes & mixtures,
prepared or preserved (not in
vinegar), not frozen
Lac; natural gums (excl gum
rabic), resins, balsams, etc.

0.98

1.9

USA, Spain, Saudi Arabia
India, China, Afghanistan,
Portugal

20

190300

0.25

1.2

USA, China, France

21

200811

0.98

1.3

Netherlands, Afghanistan, UK

22

170230

40

13

USA, Indonesia, Philippines

23

2009XX

Tapioca
Groundnuts, prepared or
preserved, excl with sugar
Glucose in solid form &
glucose syrup
Juice of fruit or vegetables,
unfermented

4.9

7.3

USA, Netherlands, China

24

200911

4.8

3.7

Netherlands, Turkey, China

25

200990

Orange juice, frozen
Mixtures of fruit &
vegetables juices

3.3

3.7

UAE, China, India

26

220210

1.5

1.2

USA, China, Australia

27

160232

2

0.63

UK, Japan, USA

28

021020

Waters as beverage
Meat or offal of fowls of the
species
Meat of bovine animals,
salted, in brine, dried or
smoked

1.7

0.168

Kuwait, Hong Kong, China
Vietnam
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29

1605Xb

Aquatic invertebrates, excl
crustaceans, prepared or
preserved

30

150420

Fish fats, oil (excl liver) &
fractions

0.5

1.2

China, Viet Nam, Egypt

31

110812

Maize starch

11

14

Indonesia, Malaysia, Kenya

32

110313

Groats & meal of maize

4.2

2.8

USA, Saudi Arabia, Malaysia

Total

719.41

602.598

1.2

1.5

Spain, China, USA

Fig 2. Sectoral classification of processed food exports (2021-22)
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Source: State Bank of Pakistan

With lower shipping costs compared to other regional players and strategic geographical positioning, Pakistan is
poised to take considerable advantage of its rapidly expanding processed foods market. Frozen meat (kebabs,
sausages, meatballs etc.), frozen seafood (sardines, shrimps etc.), and frozen fruits and vegetables (peas,
spinach, okra, mangoes) are key categories in the world export market. Pakistan can take advantage of surplus
produce and sell frozen vegetables and fruits of which there is an ever-present international trade. Peas are
abundantly produced with vegetables undergoing a 220% growth from 2001-2017 owing to area expansion16.
Furthermore, 1.8 million tons of mango were produced in 2019 of which 130,000 tons were exported to Oman,
the United Arab Emirates, Iran, and Afghanistan17, indicating demand of rich in taste Pakistani products.

Potential Products & Key Export Markets of Processed Food Sector:
Pakistan’s exports of processed foods currently stands at USD 733.41 million 18 which can be substantially
increased up to USD 1,335 million by exploiting the untapped potential of following identified products in
international markets. As evident by the table below, there is a need to promote given identified products in
markets having high demand to achieve volumetric increase in export earnings. Currently, Pakistan’s export of
these products worth US$ 719.41 Million demonstrating export potential of US$ 602.60 million.

Source: Market Access Map- ITC

Challenges & Recommendations
https://www.pc.gov.pk/uploads/report/Peas_Cluster_Report.pdf
https://www.producereport.com/article/pakistani-mangos-surpass-2020-export-target
18 State Bank of Pakistan- Exports by commodity data
16
17
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Food processing sector has been identified as a potential sector for strategy development due to its significant
contribution to economic value addition and employment generation within industrial sector. However, the sector
faces various binding constraints that limit its productivity and growth. The subsequent section contains issues/
challenges faced by the sector and recommendations to cope with these challenges:
i.
Regulatory & Taxation Regime
a. Challenges:
• Customs duty on imported raw materials such as Citric Acid and Ascorbic Acid packaging materials
particularly food-grade packaging and aseptic bags is high, which increases the cost of the finished
product. Hight cost of production makes food products uncompetitive in national and international
market.
• Food producers face issues of taxation at provincial level. Furthermore, numerous agencies levy
different taxes, which complicates doing business, particularly for exports.
• There are several departments engaged in the export of food products, which results in high compliance
cost, documentation and delays in completing export orders.
b. Recommendations:
• Import of raw material (that is not produced locally) for food processing industry, production of food
supplements etc. may be duty free. Customs duties on raw materials should be cut to 10%. Furthermore,
custom duty on Packaging material for food sector be zero rated.
• High tariff rates may be imposed on the import of fruits and vegetables and other processed food items
that are produced locally to protect domestic market.
• It is proposed that a uniform tax rate may be applied on food processing sector operating across
Pakistan in order to avoid taxation compilations. In addition, a tax incidence analysis may be conducted
to eliminate double taxation at federal and provincial levels.
• Incentives may be provided to establish aseptic bag industry.
ii.
Access to Finance
a. Challenges:
• Lack of financial resources for Food processing sector, specially for acquiring modern technology and
state of the art machinery.
• Inadequate funding for meat, milk, fruit and vegetable grading and packaging, as well as perishable
food storage.
• Low interest rate loan schemes may be announced to facilitate food processing sector.
b. Recommendations:
• Financial schemes may be introduced for growers and processors for value addition and acquisition of
modern technology.
• Specialized financial schemes may also be introduced for potential food sub sectors such as meat
processing, fruits and vegetable grading and -packaging and storage of perishable products.
iii.
Technology Acquisition and Innovation
a. Challenges:
• Low tech. processing facilities for livestock (chicken, beef, mutton) and seafood hampers value addition
and exports.
• Food testing and compliance concerns arise as a result of testing laboratory's scarcity. Furthermore,
cost of compliance with international food standards is high, particularly for small firms. Lack of testing
facilities, quality certification and packaging issues limit access of local food processors to international
market.
• There is a dearth of facilities for processing pasteurized milk. Currently, unpasteurized milk or UHT milk
is available in the local market.

January – June 2022
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•

Value addition of fruits and vegetables is low due to the lack of research and development, technological
and infrastructural support. Fruits and vegetables are perishable products. Due to their limited shelf life,
these products cannot be traded without infrastructural support.
b. Recommendations:
• The government may support public-private partnerships to establish chicken, mutton, beef, and fish
processing units to replace traditional slaughterhouses. This will increase productivity and
competitiveness of local meat processing industry.
• Government may support public-private partnership to install pasteurized milk plants near milk
production areas.
• Government may install better seed production plants on public-private partnership basis as per the
requirement of farmers.
• Funds may be allocated for research & development (R&D), and technological and infrastructural
support to promote value addition of fruits and vegetables and dairy products across Pakistan,
particularly in Baluchistan. Furthermore, warehouses and cold storage facility may also be provided.
iv.
Infrastructure Development:
a. Challenges:
• There is non-availability of land in industrial zones. With low occupancy rates industrial plots are
purchased to sell later at higher profit margins as real estate.
• Increase in energy cost results in high cost of production. There is a dearth of clean and alternative
energy sources.
• There is a need to provide infrastructure support in terms of developing network of road from
manufacturing sites to cities. Furthermore, storage facilities, particularly cold storage may also be
established.
• Water scarcity is an important factor affecting per acre yield of agriculture products.
b. Recommendations:
• Land may be allocated for food processing units in existing Industrial Estates / Industrial parks.
• It is proposed that support may be provided to the local food processing units to install alternate energy
solution in order to deal with high cost of energy prices. In this regard, tax and tariff may be exempted
on import of solar energy solutions for food processing industry.
• Road infrastructure expansion from manufacturing sites to cities will benefit both producers and
consumers by lowering the price of items and cutting middleman margins. Storage facilities, particularly
cold storage, may be established through public-private partnerships so that entrepreneurs may keep
their products and sell them at a profit. This will encourage farmers to increase their output.
• Water is a critical aspect in agricultural output, which may be addressed by storing water in dams or by
utilizing contemporary irrigation technologies such as drip irrigation.
v.
Market Access
a. Challenges:
• The majority of food processors/producers are unfamiliar with local and overseas markets, in particular.
There is no such forum that can give information on commodities and export markets etc.
• Participation in international exhibitions and trade fairs of food sector is also an issue due to high cost of
participation.
• Local food processors face difficulty in complying with the requirement for halal food certification.
b. Recommendations:
• On-line "Agricultural Whole Sale Market" owned and controlled by the public-private stakeholders where
producers and buyers may communicate and obtain daily market pricing.

9

•
•
•
•
•

In order to facilitate exports of food sector, it is proposed that a platform or desk may be established that
collects and distributes information pertaining to potential products related to food processing for exports
and potential international markets.
Awareness creation and information dissemination may be ensured regarding sector specific exhibitions
to be held in various nations through TDAP website.
It is proposed that government may support food exhibitors in terms of sponsoring stalls and
transportation of their product to be presented worldwide each year.
Support may be provided for local processing units to comply with food and halal certification.
The government may support women-led food businesses, particularly at startup stage in order to
enhance participation of women especially working in rural areas in economic activity.
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Formalizing SMEs
SMEs & Income Tax Regime
Taseer Gohar
A student at COMSATS. She completed her internship at SMEDA

Introduction
The Small and Medium Enterprise (SME) sector is vital in poverty reduction and economic growth. More than
5 million SMEs exist in Pakistan which contribute an estimated 40% to the GDP, 25% to exports, and 78% to
non-agriculture sector employment19.
Taxes are an invaluable policy tool available to governments. They are a way for governments to rally resources
to meet their expenditure requirements for public goods and services. Moreover, taxation is the principal
element in the social contract between individuals and the economy20. When citizens believe they do not receive
adequate services from the taxes they pay the social contract is not honored in their view and there is less tax
compliance. Thus, a considerable challenge for any government is not just choosing a level of the tax rate that
is efficient and fair, but also expanding the tax base. Studies have shown that higher tax rates lower private
investment and persuade businesses to refuse integration into the formal sector. A 10-percentage point
increase in the corporate income tax rate reduces the ratio of investment to GDP up to 2 percentage points and
decreases the business entry rate by approximately 1 percentage point21. A tax increase equivalent to 1% of
GDP leads to a 3% fall in output over the next three years22.
Tax Director Taiwo Oyedele at PwC West Africa states that low levels of tax compliance in Nigeria and other
developing nations are due to this trust deficit.

https://www.sbp.org.pk/smefd/circulars/2022/C4-Annex-A.pdf
https://subnational.doingbusiness.org/en/data/exploretopics/paying-taxes/why-matters
21 Djankov, Simeon, Tim Ganser, Caralee McLiesh, Rita Ramalho, and Andrei Shleifer. 2010. “The Effect of Corporate Taxes on Investment and
Entrepreneurship.” American Economic Journal: Macroeconomics 2 (3): 31–64. https://www.aeaweb.org/articles?id=10.1257/mac.2.3.31
22 Romer, Christina, and David Romer. 2010. “The Macroeconomic Effects of Tax Changes: Estimates Based on a New Measure of Fiscal
Shocks.” American Economic Review 100: 763–801. https://www.aeaweb.org/articles?id=10.1257/aer.100.3.763
19
20
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“SMEs think once they pay any money to the government, it will be mismanaged or even
stolen. Then we have the complex process of paying tax. Even for professionals, it is a
headache to go through the process. We also have a low level of awareness and education.
When you put all of these together, it is not surprising that the tax morale is low and that is
why we do not have a lot of SMEs paying structured taxes.” 23 SMEs in Pakistan share a
similar sentiment.

Tax compliance is defined as the willingness and ability of taxpayers to abide by tax laws, declare the correct
income for each year, and pay the right amount of taxes on time24. High rates of evasion coupled with excessive
tax burden on lower-income individuals have led Pakistan to struggle to achieve tax compliance. There has been
a trust deficit that perpetuates the notion that the taxation regime is hostile towards SMEs which inhibits their
entry into the tax net.
Paying Taxes
The following table ranks countries based on their ease of paying taxes:
Table 1: Paying Taxes (2020)
Source: https://www.pwc.com/gx/en/services/tax/publications/paying-taxes-2020/explorer-tool.html

Paying Taxes (2018)
Economy
Turkey
Malaysia
India
Bangladesh
Pakistan

Rank (out of 189)
26
80
115
151
161

Paying Taxes Score
86.6
76
67.6
56.1
52.9

Out of 189 countries, Pakistan ranks 161 with a paying taxes score of 52.9. Bangladesh ranks higher at 151
with a paying taxes score of 56.1 and India ranks 115 with a 67.6 paying taxes score. Malaysia and Turkey
rank 80 and 26, respectively.
Figure 1: Total Tax and Contribution (%) - 2018

Source: https://www.pwc.com/gx/en/services/tax/publications/paying-taxes-2020/explorer-tool.html
TOTAL TAX AND CONTRIBUTION RATE (%) - 2018
Profit TTCR (%)

Bangladesh

31.1%

Pakistan

17.8%

Malaysia

19.6%

Turkey

20.0%

India

21.6%

Labour TTCR (%)

Other Taxes TTCR (%)

2.3%

33.4%

15.0% 1.1%

33.9%

16.7%

2.5%

19.7%

20.2%

TTCR (%)

38.8%

2.5%

7.9%

42.2%

49.7%

The total tax and contribution rate
(TTCR) measures the sum of different tax expenses payable by businesses after accounting for deductions and
https://african.business/2021/03/technology-information/why-do-nigerian-smes-fail-to-pay-their-taxes/
Voluntary tax compliance behavior of individual taxpayers in Pakistan. (2021, March 31). SpringerOpen. https://jfinswufe.springeropen.com/articles/10.1186/s40854-021-00234-4
23
24
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exemptions (such as taxes withheld and taxes remitted to tax authorities) as a share of commercial profits. In
2018 TTCR in Bangladesh was 33.4%, 33.9% in Pakistan, and 49.7% in India. TTCR in Malaysia and Turkey
was 38.8% and 49.7% respectively.
The 2017 reforms to goods and services taxes in India reduced its TTCR by 2.4% points (52.1% in 2017 to 49.7%
in 2018). Taxes on consumption that were not recoverable by a business had been replaced by recoverable
taxes.
Figure 2: Time to Comply – 2018

Source: https://www.pwc.com/gx/en/services/tax/publications/paying-taxes-2020/explorer-tool.html

The total time to comply is measured in hours per year the time taken to prepare, file, and pay consumption tax,
corporate income tax, and labor tax. As seen in Figure 2 Bangladesh takes 435 hours to comply while Turkey
takes 170 hours. In
TIME TO COMPLY - 2018
Pakistan,
compliance
Corporate Income Tax Time (Hours)
Labor Tax Time (Hours)
Consumption Tax Time (Hours)
Total Time to Comply (Hours)
time is 283 hours. India
experienced a 24-hour
T u r k e y 24 71
75
170
reduction in compliance
time from 275 hours in
M a l a y s i a 26 53
95
174
2017 to 252 hours in
I n d i a 25 86
141
252
2018. This is in part due
P a k i s t a n 38 40
205
283
to the 2017 reforms to
Bangladesh
144
120
171
435
goods and services taxes
which improved upon the
online tax system.
Figure 3: Number of Payments - 2018
Source: https://www.pwc.com/gx/en/services/tax/publications/paying-taxes-2020/explorer-tool.html
As seen in Figure 3 Malaysia
made 9 payments in 2018, an
increase of one payment from 8
tax payments in 2017 due to the
introduction
of
a
new
employment insurance system.
Turkey made 10 tax payments,
India
10.9
payments,
Bangladesh 33.0 payments,
and Pakistan 34.0 payments.

NUMBER OF PAYMENTS - 2018
Profit Tax Payments

M alaysia

3.0

5.0

Labor Tax Payments

Other Tax Payments

Total Payments

9.0

1.0
Turkey

1.0

8.0

10.0

1.0
In d i a

4.9

5.0

10.9

1.0
Bangladesh

5.0

Pakistan

12.0

25.0

16.0

33.0

8.0

34.0

1.0

Low Tax Compliance
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SMEs may face two distinct situations25:
1. SMEs operate in such a country where there is sufficient and easy access to technology and
professional advice. Societal norms stigmatize tax evasion and non-compliance to the taxation regime,
if any, results from misreporting rather than a conscious effort to conceal economic activities.
2. SMEs operate in nations where there are high compliance costs. These taxpayers find it difficult to
maintain sophisticated bookkeeping and operate within the informal sector.
Pakistani SMEs operate within the latter. For these SMEs, taxes constitute a financial burden that affects
investment prospects in their business and their employees. Taxation of the self-employed also affects
entrepreneurship levels as these individuals are subject to personal income tax. Most consider the taxation
regime as one that discourages self-employment26.
Currently, SMEs engaged in manufacturing are divided into two categories and taxable income is computed at
the following rates below:
Category 1
7.5% of the taxable income, where annual business
turnover does not exceed PKR 100 million
Category 2

15% of the taxable income, where annual business
turnover exceeds PKR 100 million but does not
exceed PKR 250 million

SMEs may also be taxed under the final tax regime (FTR). Under the FTR SMEs will not be subject to tax audits
under sections 177 and 214C. Rates of taxation under this regime are as follows:
Category 1
Category 2

0.25% of gross turnover if annual business turnover
does not exceed PKR 100 million
0.5% of gross turnover if annual business turnover
exceeds PKR 100 million but does not exceed PKR
250 million

Some significant tax exemptions under the Income Tax Ordinance, 2001 include:
• Income obtained by an enterprise set up in ‘special economic zones’ is exempt from tax for a period of
ten years.
• Income from cinema operations is exempt from tax for a period of five years from the commencement
of its operations.
• Tax exemption is provided to certain charitable organizations prescribed and enlisted in the local law,
subject to certain conditions.
However, it is difficult for SMEs to comply with taxes for the following reasons:
1. Low revenue yield
2. Tax payments are cash based
3. Low cost to evade. There is a probability for owners to evade audits and fly under the radar of tax
authorities with little or no consequences.
4. Imposing higher compliance comes at a cost to taxpayers and tax administrations
5. Dissatisfaction with government services
6. Insufficient tax education
Andreea Gabriela PONORÎCA. (n.d.). The Importance of Taxation Systems for SME Tax Compliance. The 16th International Management Conference
– IMC 2022 » Management and resilience strategies for a post-pandemic future. http://conferinta.management.ase.ro/archives/2015/pdf/14.pdf
26 https://www.brecorder.com/news/40173904/pakistans-taxation-regime-discourages-self-employment-and-small-businesses
25
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7. Poor tax morale due to low or no stigmatization of tax avoidance
The following iceberg model demonstrates further reasons for the informality of the SME sector.

Figure 4: Low Tax Compliance Iceberg Model

Source: https://www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_ent/---ifp_seed/documents/publication/wcms_544828.pdf

SME Formalization
The formal economy is regulated by government authorities in areas of taxation, labor, contract, and company
laws27. Formalizing SMEs establishes a favorable and friendly business environment alongside economic growth.
There are multiple advantages for an SME pursuing formalization:
1. Credibility: A formalized business paying the right taxes at the right time allows it to appear more
trustworthy and confident in its willingness to invest in its future.
2. Avoidance of Penalties: Tax filers who pay on time can rest easy with peace of mind. They do not have
to worry about monetary penalties placed against delayed or no payments.
3. Widened Tax Base: As more SMEs formalize the tax base is broadened allowing for more revenue at
lower rates.
4. Public Goods: Increased tax revenues increase public goods in the economy that benefit all members
of society. Public education, infrastructure, healthcare, and public transportation may be improved.
5. Empowerment of Workers: Formalization leads to reduced use of causal labor as workers now work
under contractual conditions.
6. Discipline: Through formalization and subsequently tax compliance SMEs are encouraged to prepare
and maintain accurate financial accounts.

Tax-to-GDP Ratio
27

https://www.unescwa.org/sd-glossary/formal-economy#:~:text=Term%3A-,Formal%20economy,law%2C%20taxation%20and%20labour%20law.
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Table 2: Income Tax Returns (TY - 2018)
Source: https://www.fbr.gov.pk/Categ/income-tax-directory/742

Income Tax Returns TY - 2018
Number of Filers
Filers (%)

Type

Tax Collected (%)

Companies

44,609

1.56

55.84

AOPs

64,336

2.26

8.49

Non-Salaried Individuals

1,542,088

54.06

21.01

The table above depicts the number of filers in Pakistan. 44,609 are companies, 64,336 are AOPs, and 1,542,088
are non-salaried individuals. A tax-to-GDP ratio allows for the evaluation of different tax systems around the
world. Increased economic growth is glimpsed at a tax-to-GDP ratio of at least 15% or higher28. The following
figures represent the tax-to-GDP ratios of Pakistan, Bangladesh, Turkey, and Malaysia:
Figure 4: Bangladesh's Tax Revenue: % of
GDP

BANGLADESH'S TAX REVENUE: % OF GDP (YEARLY)

10.9%

2012

10.7%

2013

10.4%

2014

9.6%

10.0%

2015

2016

8.7%

8.2%

8.5%

8.4%

2017

2018

2019

2020

9.3%

2021

Source:
https://www.statista.com/statistics/796994/ratio-of-government-revenue-to-gross-domestic-product-inbangladesh/#:~:text=In%202021%2C%20government%20revenue%20in,gross%20domestic%20product%20(GDP).

Despite positive economic growth, Bangladesh exhibits the lowest tax-to-GDP ratio in the South Asian region. In
FY2018-19 Bangladesh had 4,000,000 registered taxpayers, but only 2,200,000 paid taxes29. As of 2021,
Bangladesh has a tax-to-GDP ratio of 9.3%.

28
29

https://blogs.worldbank.org/governance/getting-15-percent-addressing-largest-tax-gaps
https://www.thedailystar.net/opinion/news/why-tax-gdp-ratio-so-low-bangladesh-and-how-raise-it-1996653
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Figure 5: Pakistan's Tax Revenue: % of GDP

Source: https://finance.gov.pk/survey/chapter_22/PES04-FISCAL.pdf

Tax Revenue: % of GDP (Pakistan)

Overall tax revenues in Pakistan were 9.4% of GDP
in FY2021. This was an increase from 9.3% of GDP
recorded in FY2020. Over the past six years, the
tax-to-GDP ratio has remained between 8.4% and
9.8%.
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TURKEY'S TAX REVENUE: % OF GDP
(QUARTERLY)

Figure 6: Turkey's Tax Revenue: % of GDP

Source: https://www.ceicdata.com/en/indicator/turkey/tax-revenue--ofgdp
18.343
18.233
16.439 15.404 17.171 16.7
15.256 16.229 15.402
14.899 15.34 15.655

Turkey reported a tax-to-GDP ratio of 18.2% in April
2022 which was an increase from 15.4% recorded
in January 2022.

Jul'19 Oct'19 Jan'20 Apr'20 Jul'20 Oct'20 Jan'21 Apr'21 Jul'21 Oct'21 Jan'22 Apr'22

MALAYSIA'S TAX REVENUE: % OF GDP
(QUARTERLY)

11.523 11.667 12.07 12.437 10.449
8.868 8.326

16.28

15.416
10.839 9.177
7.989

Apr'19 Jul'19 Oct'19 Jan'20 Apr'20 Jul'20 Oct'20 Jan'21 Apr'21 Jul'21 Oct'21 Jan'22

Source: https://www.ceicdata.com/en/indicator/malaysia/tax-revenue--of-gdp

Figure 7: Malaysia's Tax Revenue: % of GDP

Malaysia’s tax-to-GDP ratio as of January 2022 was 16.3% in comparison to 8.0% in October 2021. Although
Pakistan performs slightly better than Bangladesh, Turkey and Malaysia exhibit higher tax-to-GDP ratios.
International Best Practices
As of 2021 the average tax-to-GDP ratio of countries part of the OECD is 33.5%.
Turkey: Turkey has approximately 3.2 million active SMEs which make up 99.8% of all registered entities,
constitute 56.3% of exports, and 73.8% of the Turkish workforce 30. Purchases of capital equipment by SMEs are
subsidized through tax incentives and offsets31. Provision for this relief has been simplified and credits flow as a
part of the tax system with fewer paperwork requirements. By the 2000s Turkey had aimed to broaden its tax
base by promoting the use of tax identification numbers in financial and real estate activities. This allowed for tax
30

https://www.tobb.org.tr/KobiArastirma/Sayfalar/Eng/SMEsinTurkey.php#:~:text=Currently%2C%20Turkey%20has%20an%20estimated,and%2073.8%25
%20of%20its%20workforce.
31 Gerçek, & Bakar Türegün. (n.d.). Tax system and tax reforms in Turkey. SpringerLink. https://link.springer.com/chapter/10.1007/978-981-15-1914-7_1
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offices to be digitized. From 1990 to 2019 Turkey experienced a 52% growth in its population; however, there
was no significant increase in the number of income taxpayers signaling that the tax base in the country had not
expanded32. The ratio of active income taxpayers to the total number of the population is only 2.3% 33. Despite
this Turkey exhibits a higher tax-to-GDP ratio than Pakistan. In June 2021 Turkey passed Tax Amnesty Laws for
purposes of increased revenue and a reduced tax burden34:
1. Taxpayers could restructure unpaid public debts under favorable conditions
2. Taxpayers could put a stop to ongoing tax lawsuits and receive a discount on the litigated amounts
3. Taxpayers could receive relief for tax differences
4. Taxpayers receive more favorable conditions in cases of voluntary declarations
5. Taxpayers may plan to not be subject to tax inspection in 2016, 2017, 2018, 2019, and 2020 in return
for increasing the tax base in these years
Malaysia: In Malaysia, as of 2021, there are 1,226,494 SMEs which make up 97.4% of overall entities 35. SMEs
with paid-up capital less than RM 2.5 million (US$ 561,924.25) and businesses with RM 500,000 (US$
112,384.85) or less that is taxable benefit from a 1% reduction in the corporate income tax rate 36. New SMEs
established until 31 December 2022 can get a tax rebate of up to RM 20,000 (US$ 4,493.88) per YA for the next
three years37. This lowers business entry costs and the impact of taxation on a new business. The Malaysian
government also allowed MSMEs to defer income tax installments for six months until June 30, 2022, thus saving
cash flow38.
SMEs undergoing refurbishments to comply with COVID-19 SOPs are entitled to RM300,000 (US$ 67,408.17)
tax deductions. Additionally, business losses could be carried forward for 10 consecutive years of assessment
rather than the previous 739.
Armenia: In 2019, the World Bank and the Armenian State Revenue Committee (SRC) tested the best language
to be used in tax notifications. A total of 7,857 taxpayers were sent notifications to correct tax errors of which
one-third were focused on the administrative capacity of the SRC, one-third stressing the financing of public
goods through taxes, and the remaining third a standard notification40. Notifications that emphasized the
importance of public good financing were found to perform better.
Further taxation reforms around the world include:

Gerçek/International Public Finance Conference. (n.d.). The Need for Reform in Turkish Tax System: Main Problems and Recommendations.
https://cdn.istanbul.edu.tr/file/JTA6CLJ8T5/BBCDECD1EC51480BAB71C6F683D3C9A4
33 Gerçek/International Public Finance Conference. (n.d.). The Need for Reform in Turkish Tax System: Main Problems and Recommendations.
https://cdn.istanbul.edu.tr/file/JTA6CLJ8T5/BBCDECD1EC51480BAB71C6F683D3C9A4
34 https://www.ey.com/en_gl/tax-alerts/turkey-approves-tax-amnesty-law
35 https://www.businesstoday.com.my/2022/07/06/smes-set-to-spearhead-the-malaysian-economy/
36 https://www.paulhypepage.my/infographic/the-2021-sme-tax-rate/
37 https://liew.my/covid19-advice-to-boss/tax-rebate-for-set-up-of-newbusinesses/#:~:text=According%20to%20Short%2Dterm%20Economic,RM%2060%2C000%20(in%20total).
38 https://www.cimb.com.my/en/business/business-insights/gain-business-insight/malaysia-budget-smeincentive.html#:~:text=If%20you're%20establishing%20a,to%20SMEs%20performing%20online%20businesses.
39 https://www.thesundaily.my/business/initiatives-to-help-micro-businesses-smes-recover-lauded-HY8515081
40 https://blogs.worldbank.org/governance/nudging-under-pressure-behavioral-insights-tax-compliance-during-global-pandemic
32
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Table 3: Paying Taxes Reforms
Source: Doing Business, 2019
Note: Doing Business report has been discontinued as of 16/09/2021
Making it Easier to Pay Taxes
Feature

Economies

Some Highlights

Introduced or enhanced electronic
systems

Bahamas, The; Bahrain; China;
Côte d'Ivoire; Cyprus; Egypt, Arab
Rep.; Hungary; Indonesia; Israel;
Jordan; Kenya; Korea, Rep.;
Kyrgyz
Republic;
Pakistan;
Russian Federation; Senegal;
Vietnam

Indonesia introduced an online
system for filing and paying payroll
taxes and value-added tax. Online
filing of payroll taxes is mandatory
for companies with more than 20
employees. Online value-added
tax filing is mandatory for
companies with more than 20
value-added tax transactions in
one month.

Merged or eliminated taxes

Kyrgyz Republic; Papua New Uzbekistan
merged
the
Guinea; Romania; Senegal; infrastructure tax with the
Uzbekistan
corporate income tax in 2018.
Papua New Guinea abolished the
Training Levy as of January 1,
2018.

Reduced profit tax rate, allowed for
more tax-deductible expenses and
made changes to tax depreciation
rules

Belgium; China; Congo, Dem.
Rep.; Gambia, The; Israel;
Morocco; Pakistan; St. Vincent
and the Grenadines; United States

Reduced labor taxes and
mandatory contributions, or taxes
other than profit and labor

Belgium; Gambia, The; Hungary;
Moldova; Romania

Improved VAT refund process

Armenia; Côte d'Ivoire; Papua
New Guinea; Russian Federation;
Serbia; Turkey

Improved tax audit processes and
correction of corporate income tax
processes

Hungary; Trinidad and Tobago;
Tunisia

The United States decreased the
corporate income tax rate from
34% to 21% in 2018. Morocco
replaced the 30% flat corporate
income tax rate with a progressive
tax scale as of January 1, 2018.
Hungary reduced the social tax
rate paid by the employer from
22% to 19.5% as of January 1,
2018.
Armenia amended its value-added
tax law to allow cash refunds for all
cases as of 2018. Value-added tax
cash refunds are no longer
restricted to international traders.
Côte d'Ivoire introduced an
electronic case management
system for processing valueadded tax cash refunds.
Tunisia put in place an automatic
risk-based system for selecting
companies for direct tax audits.
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Conclusion
There is a somewhat “chicken-and-egg” problem when discussing ways to improve tax compliance. Improved
government services encourage tax compliance, but government services may only be improved when tax
revenues increase. Moreover, some SMEs may prefer to be a part of the tax net but find it too costly to do so.
Self-conscious emotions such as shame and pride are powerful determinants of taxpayer behavior. Thus, social
recognition, a more feasible and norm-based approach to deter non-compliance, may be utilized. Taxpayer
information made available on storefronts may well increase compliance as some consumers may be more
inclined to interact with tax-compliant businesses.
Through a reward-based approach, top taxpayers can be recognized and appreciated for their contributions
which stimulates a sense of self-fulfillment for having met social obligations.
Tax illusion refers to when government revenues are not made transparent or when the amount of taxation
government spending requires is obscured. Ultimately, this makes it difficult for individuals to perceive whether
the government services received are worth their cost. Simplifying communication channels and making tax
education accessible and comprehensible has the potential to prod filers and non-filers to pay on time. This may
also reduce the persisting tax illusion.
The most common approach to increasing compliance may involve enforced power. These consist of threats of
audits and fines, a stressful and costly approach that further adds to the trust deficit. To encourage improved and
increased compliance it is imperative governments show trust in their citizens for itself to be trusted. Fair
procedures, equal treatment at the individual and group level, and few intrusive audits will make citizens feel less
alienated. Thus, it is essential for tax regimes to try to fulfill the four components of trust 41:
1. Fairness: The tax system should be constructed and implemented fairly
2. Equity: The tax burden should be spread equitably
3. Reciprocity: Tax revenues should result in sufficient public goods and services
4. Accountability: The government should be actively responsive to taxpayer concerns
To integrate Pakistan’s SMEs into the tax net it is vital that the state maintains an amiable tax culture that
pushes for compliance out of a sense of civic duty.

41

https://www.worldbank.org/en/topic/macroeconomics/brief/innovations-in-tax-compliance
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Reviving Tourism Through
Destination Management
Gateway to the Magnificent Pakistan
Ali Ishtiaq*

Global Situation42
COVID-19 is the worst challenge the travel and tourism sector (T&T) has ever faced. T&T lost $4.5 trillion in GDP
and 62 million jobs in 2020 due to lockdowns, travel restrictions, consumer fears, and economic downturns.
Despite rising immunisation rates, easing travel restrictions, and economic growth, the rebound is slow, unequal,
and unstable. The number of international visitors rose by 18 million in January 2022 compared to January 2021,
which was the same as the overall growth in 2021, but still 67% below 2019 levels. The uneven global T&T
recovery is largely due to variances in travel or other restrictions and vaccination deployment. 75% of highincome economies had completed an initial COVID-19 immunisation regimen by 8 May 2022, compared to 52%
and 13% of lower-middle-income and low-income nations, respectively. Lower vaccination rates increase travel
rule uncertainty, reduce consumer trust, and extend the pandemic's negative impact on T&T and society.
Changing international and domestic regulations hurt T&T's economy and travel confidence.
In conjunction with vaccine distribution and travel policy uncertainties, supply chain disruptions, inflation, labour
shortages, and diverse recoveries in the domestic, international, nature, rural, urban, leisure, and business travel
42

Travel & Tourism Development Index 2021 – Rebuilding for a Sustainable and Resilient Future, Insight Report May 2022

*Mr. Ali Ishtiaq is working as Manager in Policy & Planning Division, SMEDA
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industries all contribute to the
sluggishness of the rebound.
Due to the importance of the T&T
sector's contribution to global economic
and social development, its recovery and
long-term growth are crucial. In 2019, the
sector's direct, indirect, and induced
output contributed around 10% of the
global GDP43. Moreover, T&T is a
substantial source of export revenue,
foreign exchange earnings, and investment for many emerging economies. In 2019, T&T contributed 70% more
to the exports of middle-income economies than high-income economies, on average, among the economies
represented by the TTDI.
It is also critical to recognize that T&T is essential not just to overall economic performance, but also to the
survival of some of the most vulnerable communities and businesses that have been badly impacted by the
pandemic. This sector accounted for around 10% of worldwide employment in 2019, employs over twice as many
women as other sectors, has a high youth employment rate, and is a significant source of employment for
minorities, migrants, informal workers, and low-skilled employees. Moreover, more than 80% of T&T enterprises
are comprised of SMEs. Unsurprisingly, research has demonstrated that T&T expansion can assist social
progress, offer opportunities, and promote community well-being. Investment in T&T, then, might help the country
recover from the pandemic more quickly and strengthen its economy.

Travel & Tourism Sector Pakistan
Pakistan, like the rest of the world, suffered greatly from the Covid19 outbreak, but the Travel & Tourism (T&T)
industry took the most hit. According to reports, Pakistan's hotel business lost about Rs.100 million in February
2020 alone. In addition, hotel reservations decreased from 95% to 40% between January and March of 2020.
The tourism sector of Pakistan comprises of daily wagers and small and medium-sized enterprises whose income
depended on the tourist season in the country. Due to Covid19, the revenue of a huge number of tour guides,
porters, tour operators, and salaried employees declined drastically. In March 2020, Pakistan's Civil Aviation
Authority (CAA) announced losses of over $18 million.44
Notwithstanding the foregoing, the World Economic Forum's (WEF) 2021 Travel and Tourism Development Index
(TTDI), which surveyed 117 economies, found that Pakistan performed better than its Asian neighbours and
entered the top 10 ranking among lower-middle income economies in 2021, up from 12th place in 2019 (Table
2). Pakistan also improved its ranking from 89th to 83rd place, globally (Table 1). Both are notable improvements.
Table 1: Pakistan’s Overall Performance in T&T 45

Key Indicators
Global Rank
International Tourists Arrivals,
thousands
International Tourism inbound
Receipts (inbound US$, millions)
T&T industry GDP, US$ million

2019

2021

89 out of 117
965 (data from year 2014)

83 out of 117
965 (data from year 2014)

$390.5 M

$438.1 M

$8000.2 M

$3214.9 M

43

Global Data image taken from www.wttc.org
Tourism.gov.pk
45 https://www.weforum.org/reports/travel-and-tourism-development-index-2021/in-full/about-the-traveltourism-development-index/
44
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T&T industry share of GDP, %
total of GDP
T&T industry Employment 1000
jobs
T&T Industry Share of
Employment, % of total
employment
Domestic T&T Spending, % of
internal T&T Spending

2.8%

1.2%

1,484

745

2.4%

1.2%

92.5%

90.8%

Table2: Pakistan’s T&T Sector Performance in Lower-Middle Income Economies46

Pakistan's cultural, geographical, and ecological variety and
legacy have immense tourist potential, yet the country is far
behind. Swat, Malam Jabba, Behrain, Kalam, Shangla,
Balakot, Kaghan, Naran, Ayoubia, Murree, Chitral, Gilgit
Baltistan, Hunza, and Neelam are prominent tourist sites.
Pakistan offers a wide variety of experiences for visitors,
such as trout fishing in Gilgit Baltistan and the Swat rivers,
traditional Shandur Polo tournament, paragliding, rock
climbing, and mountaineering in the northern regions
(including K2 and Nanga Parbat), Crab fishing in the Arabian
Sea, Jeep safari in the Cholistan desert, hunting and other
sporting activities. Pakistan's cultural and natural riches
make it a major tourist destination. Overall, tourism can boost the economy, foreign reserves, and employment
rate.
Table 3 – Pakistan Tourism Sector Performance 47

Travel & Tourism Development
Index, 1-7 (Best)
Overall Performance
Business Environment
Safety & Security
Health & Hygiene
Human Resources & Labor
Market
ICT Readiness
Prioritization of Travel & Tourism
International Openness
Price Competitiveness
Air Transport Infrastructure
Tourist Service Infrastructure
Natural Resources
Cultural Resources
Environmental Sustainability
Socioeconomic Resilience and
Conditions
46
47

Rank

2019
Score

Rank

2021
Score

89/117
65
100
95
95

3.5
3.8
4.3
3.5
3.4

83/117
52
96
89
91

3.6
4.1
4.7
3.7
3.6

105
94
108
25
72
101
45
48
75
77

3.4
3.6
2.2
5.6
3.1
2.2
2.8
2.4
3.9
3.7

101
99
107
16
65
100
47
48
73
93

3.6
3.3
2.2
6.0
3.1
2.2
2.8
2.5
3.9
3.5

https://www.weforum.org/reports/travel-and-tourism-development-index-2021/in-full/about-the-travel-tourism-development-index/
Data populated from https://www.weforum.org
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Pakistan has a long way to go before capitalizing upon this latent potential. Therefore, identifying weak areas
helps prioritise remedial efforts. Table 3 details Pakistan's standing in the TTDI's five key categories (Enabling
Environment, Travel & Tourism Policy and Enabling Conditions, Infrastructure, Travel & Tourism Demand
Drivers, and Travel & Tourism Sustainability) (14 of them are shown in the Table 3 above). Comparing Pakistan's
scores and rankings from 2019 and 2021 shows that the country has made some progress, but it is still far behind
in overall rank and score, with the exception of Business Environment and Price competitiveness, which is likely
the single most important factor to market globally to attract tourist attention, given that the Pakistani currency
has depreciated, making the country more affordable.
Furthermore, the 18th amendment to Pakistan's constitution, which removed the Federal Ministry of Tourism in
June 2011, affected tourism governance, with the subject being devolved to the provinces. As a result, tourism
planning and development authorities in Pakistan encounter federal and provincial coordination issues. For the
successful image building of Pakistan as a brand federal intervention is of utmost importance as most of the key
components that are vital for the image building are in the hands of federal government such as, issuance of
visa, security, participation in international tourism fairs, bilateral partnership agreements etc.. In view of the
forgoing, both the federation and provinces need to develop a consensus and prepare and adopt comprehensive
tourist policies that involves all the aspects of a destination that contribute to a visitor’s experience, including the
perspectives, needs, and expectations of visitors, location, tourism industry, wider businesses, local residents,
and central & local government. This inevitably requires a framework that can be best develop under the concept
of Desitnation Management (DM) – an all emcompasing approach to making sure that tourism benefits local
communities economically, socially, and environmentally through integration of three overarching components
of Marketing & Promotion, Visitor Experience, and Resource Management – resulting in a smooth work flow
between all the players involved in the development of a destination.
However, for DM to work smoothly there needs to be a dedicated Destination Management Organization (DMO)
that could be either a separate entity or adopted by an institution already dedicated for the development of T&T
sector like Tourism Development Corporation of Pakistan (TDCP).
DMO's first order of business is to perform an assessment of the
destination's existing status, preferably through a consultation
process in which all of the destination's most important public,
private, and civil society players take part (local community and
residents, academia, NGOs, indigenous communities, among
others). Once the stage is set, the DMO can construct a road map
and formulate a framework in line with Sustainable Development
Goals (SDGs) for the destination that is tailored to the
requirements, competencies, and priorities revealed by the
participatory process.48
The subsequent section we discuss a framework that can support
and enhance the Travel & Tourism industry’s contribution to
economic growth.

Destination Management Framework

48

https://www.rangitikei.govt.nz/files/meetings/policy-planning/2021-08-12/Under-Separate-CoverDestination-Management-Guidelines-2020.pdf
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Following are the key deliverable areas that DMO can focus upon to turnaround the fortunes of T&T sector in
near future:
i.

Governance

One definition of tourism governance is "the practice of government aimed at effectively directing the tourism
sector at the various levels of government through forms of coordination, collaboration, and/or cooperation that
are efficient, transparent, and subject to accountability, that help to achieve goals of collective interest shared by
networks of actors involved in the sector, with the aim of developing solutions and opportunities through
agreements."49
DM should prioritize increasing tourism's economic and social benefits. Mismanagement or lack of industry DM
has unforeseen consequences. It's important to enhance the tourism industry by adopting and implementing
sound policies. The DMO mandate may include, among others, the following activities:
– Strategic planning and destination positioning;
– Regulation or participation in the regulation formulation
process;
– Implementation of tourism policies;
– Market intelligence: data gathering and analysis, market
research and knowledge creation for decision-making
(Image taken from UNTWO Guidelines for Institutional Strengthening of DMOs)

ii.

Safety & Security

Pakistan moved from 100th in 2019 to 96th position in 2021 in this factor but this is no cause for celebration or
complacency; safety and security is the single most important factor, and any unforeseen incident can tarnish
the private and public institutions' efforts to improve the sector. The safety of tourists is vital to the tourism
business and the country's reputation. In the past, security concerns have had an adverse impact on Pakistan’s
international reputation and tourism.
Political security, public safety, health and sanitation, personal data safety, legal protection of visitors, consumer
protection, secure communication, disaster protection, environmental security, authentic information, quality
assurance of services, etc. are all components of security and safety today.
The government should make travel to tourist destinations risk-free so vacationers may rest and enjoy
themselves. Eliminating unnecessary restrictions on foreign visitors' movement is achievable, as is establishing
a formal mechanism to ensure fast issuing of hiking, mountaineering, and travel-related no objection
certifications.
iii.

Infrastructure

A successful resort has access, housing, meeting and event facilities, tourist attractions, eating options, and
natural features. Table 3 demonstrates that Pakistan has a long way to go in infrastructure development. While
49

https://sustainablelabels.eu/?page_id=1381
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it may appear at first glance that the country's overall rating has improved, this is deceptive, since the actual
scores in the categories (Airport Transfer Infrastructure & Tourist Service Infrastructure) have not changed since
2019, showing the situation has not improved. There is a considerable room for improvement in the following
areas50:
a) Accommodation:
•
•
•
•

Construct five-star, high-quality hotels with conference facilities
Attract international and national hotel brands
Construct eco-friendly cottages on a small scale
Invest in the improvement and expansion of caravan and camping areas

b) Events and Conference infrastructure:
•
•
•

New locations for larger conferences, festivals, concerts, and events
New wedding venues
Improvements to existing venues' facilities

c) Natural assets upgrades and development:
Trails for walking, hiking, and bicycling of all kinds, including those open at night and those that span
multiple areas, as well as national and public parks, viewpoints, and more
d) Visitor attractions:
•

Improved existing attractions and brand-new ones aimed at growth markets, families, and niche tourists

e) Transport:
•
•
•
iv.

To ensure that major tourist destinations are accessible by direct international flights, it is
recommended that air service agreements be drafted.
Improve transportation to strategically important places, such as mountainous regions.
The regional transportation system must be enhanced.

Health & Hygiene

In the wake of Covid19, that has set in a new normal, digitally verifiable COVID-19 certificates and a national
Digital Travel Portal could allow governments to pre-approve traveler’s and confirm they meet a destination
country's COVID-19 health requirements and electronically capture contact tracing information, improving the
country's health and hygiene in terms of tourism-related arrivals. This solution achieves a secure, interoperable,
and scalable process, satisfying the government's need to protect its borders and the business community's
desire for expedited operations. Four specific digital strategies are recommended for this situation 51:
a) Digitally Verifiable Covid-19 certificates

50
51

https://www.dssn.com.au/app/uploads/2018/07/Destination-Management-Plan.pdf
World Trade & Tourism Council Report
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A digital COVID-19 certificate is a machine-readable certificate, like a QR code, that verifies a person's
immunisation or test status. This QR code could be part of an app or a paper or PDF certificate. Digital
certificates are machine-readable. A digital certificate is a paper certificate with a QR code that a
smartphone can read.
b) Digital Travel Portal
The government may set up a national Digital Travel Portal that allows visitors to electronically present
their digitally verifiable COVID-19 certificates several days before their journey and receive an
automated "authorization to travel" if they meet COVID-19 and immigration entry requirements of the
destination country.
c) Digital Connections (between government and industry)
After providing the necessary information through the Digital Travel Portal, a traveller may be issued a
digitally "signed" Digital Travel Authorization Certificate (TAC), with the government keeping a digital
record of their "travel authorisation" in a traveller-specific record in the national immigration system (or
similar system), taking all applicable data protection and privacy laws into account.
d) Digital Travel Authorization Certificate (TAC)
The Digital Travel Portal (DTP) is expected to produce two deliverables: a digital record of the traveller
in the national immigration system of the destination government and a digital travel authorization
certificate (TAC) issued to the traveller.

(Image taken from WTTC report on Digital Solutions for Reviving International Travels)

v.

ICT Readiness

Despite the T&T industry's high demand for technology, Pakistan has made little ICT-readiness advances.
Pakistan's net rise from 2019 to 2021 is merely 0.2, well below the global average (101 position). To improve the
T&T industry's technological infrastructure, a Data Management System must be implemented quickly (DMS).
An information repository that can store, organise, and disseminate data in any format is called a database
management system (DMS). Information gathered from tourists and locals is crucial to the success of ecotourism.
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Sustainable tourism relies heavily on visitor and local data for a number of reasons, including but not limited to
the following:
-

Capitalizing on data about tourists' experiences makes a location more appealing to potential visitors.
Data on the demographics, interests, and spending habits of tourists can provide valuable insight into
how to improve destination management.
The effects of tourism on a community can be better understood by gathering feedback from locals.
Managers of tourist spots can assess their destinations' competitiveness and growth by compiling all
relevant data in one convenient place using a destination management system (DMS).

A website that promotes local views and activities, profiles local tourism firms, proposes itineraries, and provides
information on regional history and geography may also be valuable. This webportal represents the start of a
journey for many.
In places with a high concentration of SMEs or unreliable internet, the webportal may be the only method tourism
businesses can advertise. The DMO online portal's integrated booking systems and collective accommodation
listings give SMEs access to a larger market. The portal can extend the destination by centralising information
like access to regional and municipal websites and online housing reservations.
vi.

Marketing the Destination
Pakistan must promote itself as a tourism destination to make the most of its natural and cultural riches and
strengthen its brand image. If Pakistan wants to become a well-known tourist attraction in the coming years, it
must aggressively engage its designated DMO to establish a positive image through rigorous marketing.
A DMO may increase tourism by creating and maintaining a positive brand. For a traveller, the brand is the
intangible yet important link between their thoughts and the destination. The brand of a destination is the totality
of its parts, including the ideas and ideals its marketers hope will impress visitors. A brand must be memorable
and distinctive to stand out and attract customers. This can be achieved by:
-

-

Differentiating the destination by emphasising its distinctive features.
Creating and emphasising motivational messages that highlight the positive aspects of the destination.
Consumer marketing will increasingly emphasise the use of digital and social media platforms to
effectively communicate with specific audiences at crucial moments in the purchasing cycle.
Crafting a marketing positions statement that describes the destination.
Designing a tagline or slogan for the location, as well as a visual logo, to back up the claims made in
the positioning statements.
The identification of key distribution partners for each foreign target market, including international travel
wholesalers and retailers, online travel agencies (OTAs), and inbound tour operators (ITOs).
Attendance at key overseas trade shows
Target major efforts to the major markets.
Allocate resources in direct proportion to the anticipated return on investment.
Promote what you do well. Maintain a constant emphasis on the top attractions, appeals, or benefits of
the neighbourhood as determined by market research. Visitors who have a positive experience are
more likely to recommend the location to others.
The key is to highlight unique experiences that can't be had at other similar locations. These are the
foundation of the tourist destination’s unique charm for visitors.
Don’t be an island. Some DMOs limit their advertising of tourist attractions to areas within their own
borders, however, collaboration with neighbouring clusters to promote attractions or services that
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vii.

complement the product can better serve to improve the whole experience and make the location more
appealing.
Do not overstate or exaggerate customer benefits. Construct the message using factual messaging.
When developing objectives, ensure that they are measurable.

Enhancing Resilience
It is clear that Pakistan is lagging far behind in the TTDI category of Socio-economic Resilience, and that the
country's status is even worse now than it was in 2019. This is not a positive omen for the T&T industry. Paying
this section the utmost priority is necessary.
"Economic resilience" can be separated into two categories: people' and families' shock-resistance, and the
business sector as a whole. During the current COVID-19 outbreak, governments have provided loans and
subsidies to businesses and furloughs to tourism and hospitality workers. Proactive initiatives, such as training
and capacity building, might help the economy recover more swiftly. To improve economic resilience the DMO
may take the following measures:
1. Recognizes potential threats by conducting a tourist dependence assessment, source market
assessment, and creating a profile and type of visitor.
2. Plan for unexpected events by creating multiple possible futures that account for a temporary or
permanent decline in arrivals and alternate markets/activities.
3. Help destinations and tourism stakeholders recover from the shock by enlisting federal, state, and local
government assistance.
4. Building infrastructure to accommodate a diverse tourism workforce is a long-term goal of tourism policy.
Societal Resilience refers to communities' and organisations' ability to resist natural calamities, economic
downturns, and social upheaval. This is about ensuring that others outside the travel and tourism business aren't
damaged by it or that it doesn't stir up societal unrest, and about offering industry workers a helpful atmosphere
to grow professionally. To prevent tourism "resistance" or apathy in a crisis, such as overcrowding, consider the
needs of the local community. To enhance societal resilience DMO may take following steps:
1. One way to get a handle on the situation is to conduct surveys of residents and other interested parties
(such as local companies and institutions) to learn about points of resistance, exposure, and danger.
2. It is important to have plans in place to deal with unexpected events by establishing policies and
processes that will protect both employees and visitors.
3. Deal with shock by establishing clear and consistent protocols and communications to meet the
requirements of both the local and tourist communities during times of crisis.
4. Long-term measures include better community engagement, correct information sharing, and helping
to regain traveller confidence through enhanced monitoring and implementation of health protocols.

Final Recommendations for DMO
1. Destination management needs to go beyond destination marketing and include all stakeholders
working in the destination to achieve a common purpose, strengthening ties between distinct and often
competing parts for the benefit of overall destination management.
2. Because of differences in features and assets (natural, cultural, etc.), difficulties (connectivity,
accessibility, controlling visitors' growth, new platform tourism services, seasonality, etc.), and priorities
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(among others), no "one-size-fits-all" approach can be applied to all locations (increase number of
visitors, become a smart destination, etc.) 52. The nature and duties of each destination's DMO will have
to change in response to these and any other factors unique to that location.
3. The DMO should serve as the hub of the destination and its guiding organisation, uniting its many
authorities, stakeholders, and specialists in order to work together toward a common goal. Ultimately,
the destination's viability and competitiveness depend on a concerted effort by all key stakeholders and
local communities to develop a cohesive tourism strategy.
4. DMO's policies and procedures should be in line with the SDGs and the 2030 Agenda for Sustainable
Development (SDGs). This means that DMO has developed and implemented a policy for sustainable
tourism that takes into account and promotes positive outcomes across a wide range of economic,
social, and cultural dimensions. DMOs should also encourage all relevant parties in a destination to
follow the SDGs.
5. In their mission and actions, DMOs should uphold the UNWTO Global Code of Ethics for Tourism4 and
encourage other stakeholders in the tourism industry to do the same53.

52
53

https://bicllc.aya4.tech/effective-destination-management/
https://bicllc.aya4.tech/effective-destination-management/
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Lahore on Rails
This segment ‘Lahore on Rails’ is basically inspired from ‘Madrid on Rails’ adapted from a famous open source web application framework,
‘Ruby on Rails’; a project initiated by the City Council of Madrid to motivate SMEs to use open source technologies

“STREAK”
Customer Relationship Management (CRM)
Streak is a CRM that lives inside your inbox. If you’re a marketer managing multiple conversations on guest post
pitches, you can use Streak’s CRM functionality to get a visualization of conversation status so you know what
to follow up on, and what to leave.
CRM Built Into Gmail
Set up and customize a perfect process for your team no matter the use case or how you work.
• As simple as spreadsheet – adding, editing and collaborating is a breeze.
• Easily filter, sort, and group your data in any configuration to quickly identify bottlenecks.
• See upcoming tasks all across your pipelines
• And much more…

Why Streak?
Streak is halfway between a personal email management tool and a fully-fledged CRM — if you don’t have the
budget to invest in a CRM, get started with Streak first.
https://www.streak.com/
* Mr. Irfan Raza Naqvi is currently working as Assistant Manager in the E-BDS Department of SMEDA
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