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Ÿ A well designed income tax regime, for individuals and 

businesses, combined with direct transfers can help 

governments achieve their distributional objectives and 

leave little rationale for a differential, indirect, 

commodity tax. 

Ÿ The income tax base in Pakistan has been eroded 

because of tax exemptions, tax concessions, and tax 

evas ion ,  re in fo rced by  weak aud i t  and tax 

administration. Complicated tax systems add another 

cost  for  ind iv iduals  and bus inesses  to  bear , 

disincentivizing voluntary tax compliance. 

Ÿ A tax system that tries to achieve multiple objectives will 

become necessarily complex. It increases the scope for 

individual discretion and graft and corruption. There is a 

need for tax systems to be simplified and rationalized. 
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