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Pakistan’s budget confirms ‘a state for the military’ claim

Every budget is a
statement of priorities. It tells
citizens what the state values,
whom it intends to protect and
where it plans to invest its
future. Pakistan’s Federal
Budget 2026-27 tells a story
that has become increasingly
familiar over the last decade.
It is a budget that asks more
from taxpayers, promises little
to ordinary citizens, cuts
development expenditure and
allocates ever-greater
resources to the security
establishment.

At first glance, the
government presents the
budget as a disciplined fiscal
document designed to satisfy
IMF conditions while
maintaining macroeconomic
stabil ity. Yet a closer
examination reveals
something far more troubling.
Pakistan today is not facing a
shortage of revenue targets.
It is facing a shortage of
developmental ambition. The
country’s budgetary structure
increasingly resembles a state
designed to sustain debt
repayments and military

expenditures rather than
improve the lives of its
citizens. The headline figures
reveal the imbalance. The
federal budget stands at Rs
18.77 trillion. Defence spending
has been increased to Rs 3
trillion, an 18 per cent rise over
the previous year. Development
expenditure, meanwhile, has
been restricted to Rs 1 trillion.
In simple terms, Pakistan will
spend three times more on
defence than on federal
development projects. Even
provincial development
programmes have reportedly
been curtailed to create
additional fiscal space for
security-related expenditures.

The government argues
that regional uncertainty
necessitates higher military
spending. Yet budgets are
ultimately about trade-offs.
Every additional rupee
allocated to defence is a rupee
unavailable for schools,
hospitals, water infrastructure,
industrial modernisation,
scientific research or
employment generation. The
critical question is whether the

current balance between
security spending and human
development is sustainable for
a country already struggling
with poverty, unemployment,
educational deficits and
economic stagnation.

Pakistan’s fiscal reality is
harsh. Debt servicing continues
to consume the largest portion
of federal expenditure. The
IMF programme requires
Islamabad to maintain a
primary surplus while
simultaneously increasing tax
collection. This leaves little
fiscal room for welfare
expansion or development
spending. The result is a
budget where the state is
essentially functioning as a
collection mechanism for debt
repayments and military
allocations. Citizens pay taxes.
The government services’ debt.
Defence spending rises.
Development receives
whatever remains.

Perhaps the most revealing
aspect of the budget is the
government’s tax collection
target. For FY 2026-27,
Islamabad has set an
ambitious FBR tax collection
target of Rs 15.26 trillion. This
represents an increase over
the previous year’s target of Rs
14.13 trillion. On paper, the
increase appears modest. In
reality, it raises fundamental
questions about credibility
because Pakistan has
repeatedly failed to meet its
own revenue objectives.

The previous fiscal year
offers a cautionary tale. The
government set a tax collection
target of Rs 14.13 trillion, but
the Federal Board of Revenue
struggled throughout the year.
By May 2026, reports indicated
a shortfall exceeding Rs 600
billion. Independent
assessments suggested the
final gap could approach Rs
900 billion. Revenue growth
remained weak while monthly
targets were repeatedly
missed. Even after downward
revisions, collection

performance continued to fall
short of expectations.

This raises an obvious
question. If Pakistan could not
successfully achieve a target of
Rs 14.13 trillion, what evidence
exists that it can now collect
Rs 15.26 trillion?

The challenge becomes
even more severe when
examining the structure of
Pakistan’s economy. The
government continues to rely
heavily on taxing the
documented economy because
the politically influential sectors
that remain undertaxed have
proven resistant to reform.
Agriculture, retail trade and
real estate continue to enjoy
significant protection.
Consequently, the burden falls
disproportionately on salaried
workers, registered businesses
and formal-sector taxpayers
who are already carrying much
of the state’s fiscal load.
Analysts have repeatedly
warned that the new budget
will further squeeze the middle
class while leaving structural
tax inequities largely
untouched.

This pattern has become
a defining feature of Pakistan’s
fiscal policy. Each year,
ambitious tax targets are
announced. Each year, the
government struggles to meet
them. Each year, the response
is not fundamental reform but
higher demands on the
existing tax base. The result
is a vicious cycle where
compliant taxpayers are
punished while politically
sensitive sectors remain
inadequately taxed.

The implications extend far
beyond fiscal arithmetic.
Development spending is not
merely an accounting
category. It represents
investment in future
productivity. Roads facilitate
commerce. Schools create
human capital. Hospitals
improve workforce efficiency.
Water systems support
agriculture. Energy

infrastructure powers
industry. When development
spending is repeatedly
sacrificed, the consequences
accumulate over time.
Pakistan is already confronting
serious development
challenges. Educational
outcomes remain weak, health
indicators lag behind regional

competitors, infrastructure
deficits persist and industrial
competitiveness remains
constrained. Yet despite these
realities, the budget allocates
only Rs 1 trillion for federal
development compared to Rs
3 trillion for defence. This
imbalance is difficult to
reconcile with the country’s

long-term economic
requirements. The contrast
becomes even starker when
viewed historically. Countries
that successfully transformed
themselves economically
generally prioritised human
capital, industrial capacity and
infrastructure during critical
phases of development.

South Korea, China, Vietnam
and other Asian success
stories invested heavily in
education, manufacturing and
economic modernisation.
Pakistan, by contrast,
increasingly appears trapped
in a fiscal structure where
security concerns dominate
resource allocation.
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