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AI0 1120-1 	 I. rAAD NO. 

-(6-67) DEPARTMENT OF STATE Grant No. 391-K-603 
AGENCY FOR a. COUNTRY " " 

INTERNATIONAL DEVELOPMENT Pakistan
 

3. CATEGORY
 

PAAD PROGRAM ASSISTANCE Commodity Financing - Standard Procedure 
APPROVAL DOCUMENT 

4. DATE 

May 3, 1983
 
11.TO The Administrator, Agency for 6. OVO CHANGE NO. 

N/A
International Development, 


Washington, D.C. 	 C. INCREASEoYB 

7FROM, The Director, United States Agency N/A
 
for International Development, TO BE TAKEN FROM
 

Islamabad, Pakistan N/A
 
9. APPROVAL rtEQUESTED FOR COMMITMENT OF, 	 10. APPROPRIATION -ALLOTMENT 

$60,000,000 - ESF 
IS. TYPE FUNDING I12. LOCAL CURRENCY ARRANGEMENT 13S. 9STIMATED DELIVERY PERIOD 1 14. TRANSACTION ELLIOIDILITY 

"DOAN _INFORMAL X]FORMALCNONE
L 'RAN 	 Nov. 1983 - Sept, 195E August 1. 1983 
15. COMMODITIES FINANCED 

The major items to be financed under this program are agricultural inputs such as
 
fertilizers and improved seeds, equipment for farm use, and commoditl support for
 
public sector agencies which provide a&ricultural services.
 

I5. PERMITTED SOURCE 	 17. ESTIMATED SOURCE 

IJ.S. only: $60,000,000 (See Block 18) U.S.: $60,000,000 (See Block 18)
 
Limited F.W.: Industrialized Countries:
 

Free World: Local:
 
Cash: Other:
 

Pakistan (Minimum) 	 Pakistan (Minimum)
 
1S. SUMMARY DESCRIPTION 

TITLE: AGRICULTURAL COMMODITIES AND EQUIPMENT, 391-0468 

This PAAD authorizes $60 million, consisting of $40 million in loan funds And
 
$20 million in grant funds, subject to the availability of funds in accordance
 
.Jth the A.I.D. OYB/allotment process, to 'tinance the foreign exchange and local
 
costs for the importation of: agricultural inputs such as fertilizers and
 
improved seeds; equipment and machinery for farm use; commodity support for
 
agencies which provide agricultural services; and commodities in support of a
 
proposed FY 1983 development project in poppy-growing areas of the North West
 
Frontier Province. This document describes the second Lranche of a proposed
 
$300 million program over the period 1982-87, which is designed to increase the
 
productivity of the agricultural sector and provide balance of payments support.
 
Subject to subsequent A.I.D. program approval, availability of funds and the
 
mutual agreement of the Governments of the.United States and Pakistan to proceed,
 
amendments to this PAAD may provide addit.onal funds over the period 1984-87.
 

All rupees accruing to the Cooperating Country from the sale or transfer of
 
imported commodities shall be deposited in a special account and shall be
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mutually programmed by A.I.D. and the Cooperating Country for use in 
development activities in such areas as agriculture, rural development, 
water resources, energy, population, education, health or any other area 
which both parties may mutually agree to in writing and, where appropriate,
 
may be used to reduce opium poppy production, or, if the parties agree,
 
to pay U.S. administrative costs in Pakistan.
 

The Coopecating Country shall repay the loan to A.I.D. in U.S. dollars
 
within forty (40) years from the date of the first disbursement of the
 
loan, including a grace period of not to exceed ten (10) years. The
 
Cooperating Country shall pay to A.I.D. in U.S. dollars interest from
 
the date of the first disbursement of the loan at the rate of
 
two percent (2%) per annum during the grace period and three percent
 
3%) per annum.thereafter, on the outstanding disbursed balance of the
 

loan and on any due and unpaid interest accrued thereon. -


Except as A.I.D. may otherwise agree in writing, goods and services
 
financed by A.I.D. under this program, except for ocean shipping of
 
fertilizer financed under the program, shall have their source and
 
origin in the United States or in the Cooperating Country. Ocean
 
shipping for all commodities except fertilizer shall be on flag vessels
 
of the United Statea or the Cooperating Country only. For fertilizer
 
only, shipping shall also be authorized on flag vessels from A.I.D.
 
Geographic Code 935 countries, and shall be eligible for financing by
 
A.I.D. under this program.
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I. SUMMARY AND RECOMMENDATIONS
 

A. Recommendations
 

1. Funding
 

USAID/Fakistan recommends the FY 1983.authorization
 
of $60 million, consisting of $40 million in loan funds
 
and $20 million in grant funds, to finance the importation
 
of agricultural equipment, fertilizer and other commodities
 
in support of agriculture sector activities. These funds
 
represent the second tranche of a contemplated $300 million
 
five-year program to finance agricultural commodities and
 
equipment, all of which will be designed to achieve the
 
balance of payments and agricultural productivity
 
purpose~s of the U.S. Economic Assistance Program in
 
Pakistan.
 

Loan Terms: Repayment period 40 years from the date of
 
first disbursement, including a ten-year grace period.
 
Interest at 2 percent annually during the grace period,
 
3 percent thereafter.
 

2. Geographic Code
 

Except as A.I.D. may otherwise agree in writing,
 
source and origin of goods and services financed under this
 
Program shall remain the same as in the existing
 
authorization. (See Annex A.3.)
 

3. Shipping Differential
 

USAID/Pakistan recommends that the freight cost
 
differential between U.S. and non-U.S. flag carriers for
 
loan-financed shipments under this Program be converted
 
to a grant in accordance with FAA Section 640 C. Annex A.4.
 
contains cables concerning this issue.
 

B. Summary Program Amendment Description
 

1. The Program
 

The FY 1982 $60 million tranche of the Agricultural
 
Commodities and Equipment (ACE) Program initiated the first
 
major activity of the renewed U.S. Econrmic Assistance
 
Program in Pakistan. The Program is designed to promote
 
the productivity of the agriculture sector through the
 
provision of needed imported commodities and equipment
 
and to provide balance of payments support. Commodities
 
financed under the Program may support agricultural
 
activities with a short to medium-term impact, such as
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fartilizer or other production inputs and storage or grain

handling equipment; or those with a longer-term impact,

such as equipment for public sector institutions which
 
provide services to the agriculture sector.
 

The Program also serves as one instrument of the agri­
cultural policy dialogue with the GOP, along with a major

PL 480 Title I Program and other specific projects in the
 
agriculture sector. Policy implementation options designed
 
to promote productivity and expand the role of the
 
private sector are discussed during Program negotiations
 
and are included in the Program or Project Agreement as
 
apprbpriate.
 

2. FY 1982 Activities
 

The FY 1982 Program financed the importation of
 
130 thousand metric tons (MT) of diammonium phosphate (DAP)

fertilizer, valued at $32.8 million, and earthmoving and
 
workshop equipment and spare parts, valued at $24.0 million,
 
for the use of the four Provincial Irrigation Departments

(PIDs). Fertilizer deliveries were completed in late
 
November 1982. Equipment is being procured with the
 
assistance of two Procurement Services Agents (PSAs); deliveries
 
are expected to begin in August 1983. The equipment will
 
be used to support the objectives of USAID/Pakistan's

FY 1983 Irrigation Systems Management (ISM) Project
 
(391-0467), which will be co-financed by the World Bank
 
(IBRD) through its International Development Association
 
(IDA) affiliate under the Irrigation Systems Rehabilitation
 
(ISR) Project. The equipment was included in the ACE Program

following IBFD and USAID/Pakistan's determination that
 
the equipment was needed, would be effectively utilized
 
and maintained, and was justified in advance of the final
 
design of the ISM project. The ability to initiate
 
procurement of these long lead items through the PAAD
 
mechanism will greatly accelerate the implementation of
 
the ISM project.
 

No specific policy actions were proposed as part of the
 
FY 1982 Program Agreement. Several policy studies,
 
however, have either been completed or are in the final
 
stages of completion in the areas of fertilizer marketing

and the edible oil industry to identify policy implementation
 
options. (See Section IV.)
 

3. FY 1983 Activities
 

Proposed allocations for the FY 1983 Program are
 
shown in Table 1 and are summarized below:
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'':BIE I
 

PROPOSED FY 1983 PROGITM AMENDMENT IMPORI COMPOSITION 

Provisional Allocations ai
 

Category of Commodities 

Lo (In $ Million)rant
 

1. Fertilizer
 

a. 125,000 MT of Diainmonlum Phosphate
 
(DAP)
 

b. .10,000 MT of Triple Super 
 2
Phosphate (TSP)
 

2. Irrigation Equipment
 

a. Earthmoving and Workshop Equipment forthe Irrigation Systems Management Project 
 - 5.0
 
b. Hydraulic Measurement Equipment for theIrrigation Systems Manigement Project 


1.0
 
c. Excavating Machinery for the Sind
and Punjab Irrlgation Departments 


3.5
 
d. Flood Protection Equipment for the
Punjab Irrigation Department 

1.6
 
e. Irrigation Pumps for the Northwest


Frontier Province 
Irrigation Department 
 - 1.0
 

3. Drilling Rigs for the Sind Agricultural

Engineering Department 


1.2
 
4. Commodities for the Agricfljtur.[ Production,
 

Distribution, and Storage Project 
 1.0 
 3.5
5. Commodities for the Forestry Planning
and Development Project 


5.0 

6. Additional Commodities
 

a. Irall Tractors 
b. Breeding Rams 

c. Miscellaneous Items 

1.0
 
d. Commodities I
in support of development


actities in poppy growing areas 

.5
 

7. Procurement Services Agent (s) Fee 
at 8%
2
(for 2.a. - .e, 4., 
and 5 only) 

1.7
 

TOTALS 
 40.0 
 20.O
 

a/ All figures include 
the estimated costs of 
the commodities/equipment,
freight and insurance, as well 
as inland transportation for the 
irrigation

equipment only.


b/ Approximately $1.0 mi]licn in 
loan funds remains unearmarked under the
FY 1982 program (see Annex E) and will 
be applied to the, costs of 
the
fertilizer 
to be procured under the 
FY 1983 program.
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a. Fertilizer 
1/ 

imports of ""35.0 mi]'lion worth of Diammonium
Phosphate (DAP) and Triple Super Phosphate (TSP) are 
planned. At projected international prices, including

freight and insurance, ,the quantity of fert:ilizer supplied
would be about 125,000 MT of DAP and 10,000 MT of TSP.

This quantity will. provide 62, 100 Nutrient Metric
 
Tons (NIT) of phosphorous.
 

b. Irrigation Equipment
 

A total of $12.1 million worth of equipment is 
contemplated, consisting of: (i) earthmoving and workshop

equipment for the four PIDs in support of the ISM Project
($5.0 million); (ii) hydraulic measurement equipment for
 
the Alluvial Channel Observation Project (ACOP), an
 
implementing entity under the ISM Project, and several
 
of the PIDs ($1.0 million); (iii) excavating machinery

for the Sind and Punjab PIDs ($3.5 million); (iv) flood
 
protection equipment for the Punjab PID 
($1.6 million);

and, (v) irrigation pumps for the Northwest Frontier
 
Province PID ($1.0 million).
 

c. Drilling Rigs
 

Six power drilling rigs, valued at an estimated

$1.2 million, for sinking tubewells will be procured for
 
the Agriculture Engineering Department of the Government
 
of the Sind.
 

d. Comodities for the Agricultural Production,

Distriution, and Storage Project 

Approximately $4.5 mx.llion has been allocated 
under the FY 1983 ACE Program for the procurement of data

collection and analysis and post-harvest grain handling and 
storage equipment to be used in support of the Food Security
and Data Collection and An;lysis Components of USAID/Pakistan's
FY 1983 Agricultural Production, Distri.bution, and Storage
(APDS) Project (391-0476). This project is currently in

the design phase, and the estimated cost of the equipment

required for the project will. exceed the funds available
 
under the project. As in the case of the ISM project, the 
ability to initiate procurement of conmodities for the
APDS Project through the PAAD mechanism will greatly
accelerate the implementation of the APDS Project.
 

I/ Consisting of million the 1983$34.0 under FY program
and $1.0 million under the F' 1982 program.
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e. 	 Coumnodities for the Forestry Planning 
and Development Projct 

Eart-rnmoving and land clearing, nursery,
 
surveying, watering, research and analytical, and transport

equipment as well as education/information commodities,
 
valued at approximately $5.0 million, are expected to be
 
imported under the FY 1983 ACE Program to be used in
 
support of USAID/Pakistan's FY 1983 Forestry Planning
 
and Development (FPD) Project (391-0481). This project

is 	currently in 
the design phase, and the estimated cost
 
of the equipment required for the project will exceed the
 
funds available under the project. In addition, the
 
ability to initiate procurement of commodities for the
 
FPD Project through the PAAD mechanism will greatly

facilitate implementation of the FPD Project.
 

f. 	Additional Commodities
 

Approximately $1.0 million has been provisionally
 
allocated for the procurement of the following items:
 

i. 	Small Tractors
 

Importation of about fifty (50) small 
size (below
 
35 engine horse power) tractors for sale to farmers and/or use
 
at agricultural research stations is contemplated to support

the GOP's policy to encoura,e small farm technology.
 

ii. Breeding Rams
 

lmr-rtation of about 
twenty (20) breeding
 
rams is planned to support a herd improvement program in
 
the Northwest Frontier Province which will be financed in
 
part by the Australian Government.
 

iii. Miscellaneous Small Value Items
 

To 	respond to targets of opportunity, some
 
funds may be made available under the ACE Program to finance
 
small value items which are consistent with the overall
 
objectives of this program and which support GOP, other
 
donor, and/or other USAID/Pakistan vroiects.
 

iv. Support to Development in Poppy Growing Areas
 

Approximuately $500,000 has been provisionally 
allocated for support of development activities in poppy producing
 
areas. These items will be identified as project design proceeds

for the Area Development Project in the North West Frontier Province
 
(391-0485), which is expected to directly address the need 
for alter­
native development opportunities in 
areas which now depend heavily
 
on poppy productioi.
 

C. 	Statutory Criteria and Mission Director's
 
CJerti icat ions
 

The statutory checklists and Mission Director's
 
611(e) and 612(b) certifications contained in the original

PAAD remain valid.
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D. Program Amendment Issues
 

1. Policy Dialogue
 

The APAC approval cable for the original PAAD
specifically emphasized AID/Washington's interest iii the
degree to which policy considerations would be addressed
by the ACE Program and the way in which the policy dialogue
would be carried out. 
 In response to AID/Washington's

request, the Mission sent a cable to AID/Washington in
January 1983 which provided a preliminary overview of
agricultural 
sector policy issues, dialogue, and studies.
(See Annex A.5.) 
 A more complete discussion of these issues
is contained in Section IV. of this PAAD Amendment.
 

2. FY 1982 Program Evaluation
 

In accordance with the Evaluation Plan in the
original PAAD, a two-person team of AID/Washington officials

conducted an evaluation of the first nine months of
implementation experience under the FY 1982 Program.
Annex A.6. contains a summary of the draft conclusions
and recommendations of the evaluation team. 
 Section II.B.
of this PAAD Amendment discusses the evaluation findings
and identifies in particular those lessons learned from
the evaluation which have been incorporated into the design
of the FY 1983 Program Amendment.
 

E. Contributors co 
the PAAD Amendment
 

The following individuals contributed to 
the develop­
ment of this PAAD Amendment:
 

Mr. Russel Backus - Assistant Rural Development
 
Officer, Office of Agriculture

and Rural Development,
 
USAID/Pakis tan
 

Mr. John S. Blackton -
Chief, Office of Program,
 
USAID/Pakis tan
 

Dr. Ronald V. Curtis -
Chief, Office of Agriculture
 
and Rural Development, USAID/Pakistan
 

Ms. Kimberly Finan 
 - Assistant Project Development
 
Officer, Office of Project

Development and Monitoring,
 
USAID/Pakis tan 



Dr. Donor M. Lion 


Dr. Linda N. Lion 


Ms. Patricia Matheson 


Mr. William McKinney 


Mr. Charles Moseley 


Mr. Paul Mulligan 


Mr. Shahid Perwaiz 


Mr. James P. Politte 


Dr. Barry Primm 
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- Director, USAID/Pakistan 

- Chief, Office of Project Develop­
ment and Monitoring, USAID/Pakistan 

- Senior Project Officer, ASIA/PD/SA. 
AID/Washington 

- Assistant Program Officer,
 
Office of Program, USAID/Pakistan
 

- Chief, Office of Energy and
 
Engineering, USAID/Pakistan
 

- Program Economist, Office of
 
Program, USAID/Pakistan
 

- Agriculture Project Specialist,
 
Office of Agriculture and Rural
 
Development, USAID/Pakistan
 

- Procurement and Contracts Officer,
 
Office of Project Development
 
and Monitoring, USAID/Pakistan
 

- Agriculture Economist, Office of
 
Agriculture and Rural Development,
 
USAID/Pakistan
 

Mr. Stephen J. Spielman- Regional Legal Advisor,
 
USAID/Pakistan
 

Mr. Jimmie M. Stone - Deputy Director, USAID/Pakistan
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II. BACKGROUND
 

A. Relationship to Economic Assistance Program
 

Like the U.S. Economic Assistance Program of which it is
 
a part, the ACE Program provides foreign exchange for balance
 
of payments support and promotes specific development

activities by financing imports of critical agricultural
 
ccmmodities and equipment. It serves as an important vehicle,

in conjunction with other el'ements of the assistance package,

for carrying out the agricultural policy dialogue. Local
 
currency generations from the sale of commodities imported

under this Program assist the GOP in carrying out important

investment activities in the agriculture sector. Thus the
 
ACE Program addresses major objectives of the U.S. Economic
 
Assistance Program in Pakistan, namely, providing foreign

exchange, expanding imports critical to agricultural

productivity, and promoting implementation of key policy
 
changes.
 

B. FY 1982 Program
 

1. Implementation Experience
 

Implementation has progressed satisfactorily. The
 
basic rationale of the Program has proven sound, and the
 
mode of implementation, while not without some problems,

remains appropriate for most of the coimmodities expected
 
to be financed under the FY 1983 tranche.
 

a. Fertilizer
 

Fertilizer imports were undertaken through host
 
country procurement procedures by the Pakistan Embassy in
 
Washington,D.C., with the assistance of SER/COM, AID/Washington,

with no significant problems. Deliveries-were completed in
 
November 1982 as scheduled and well in time for fertilizer
 
application during the 1982/83 rabi crop season. As of
 
March 31, 1983, $32.8 million oT--he $34.0 million provisionally

allocated for fertilizer had been fully disbursed. (See Annex E.)
 

b. Equipment
 

Procurement of equipment is in progress by two
 
Procurement Services Agents(PSAs) contracted under host country

contracting competitive procedures, with USAID/Pakistan

acting as Agent of the GOP. Equipment is expected to begin

arriving in August 1983. A substantial effort was required
 
on the part of the Mission to solicit proposals from PSAs
 
and evaluate offers and to assist the GOP to negotiate
 
contracts and arrange for the preparation and review of
 
equipment specifications. When the equipment arrives, the
 



- 9 -


Mission will be responsible for clearing the goods through
 

customs and for ensuring that appropriate arrangements have
 

been made in accordance with previously agreed upon procedures
 

to enable the GOP to deliver the equipment to the provinces
 

in a timely and efficient manner.
 

The complexities of the PSA contracting and equipment
 

specification process proved more time--co.L-uming than had
 

been anticipated, but delivdry of most of the earthmoving
 

equipment is expected by December 1983. Arrival of the
 

workshop equipment and spare parts will be delayed by several
 

months because of unanticipated problems associated with
 

obtaining the timely approval of equipment lists by the four
 

PIDs, The progress achieved to date compares most favorably
 

with the equipment procurement performance experienced through
 

other procedures under earlier A.I.D. projects in Pakistan.
 

The early arrival of equipment will significantly expedite
 

implementation of the ISM Project.
 

c. Policy Studies
 

To strengthen the role of this Program as an
 

instrument for agricultural policy dialogue, a study on
 

Pakistan's agricultural development policy options was
 

undertaken and has been completed. More specific edible oil
 

and fertilizer sub-sector studies have also been undertaken.
 

These sub-sector policy studies explore policy implementation
 

choices conducive to more favorable agricultural performance,
 

including an enhanced private sector role, which will serve
 

the bases for discussions with the GOP. Recommendations
as 

of the fertilizer marketing study for a greater and more
 

independent fertilizer distribution role for private companies
 

have been a particular focus of negotiations for the FY 1983
 

tranche of this Program. The edible oil industry study,
 
scheduled for completion in May 1983, will shape the design
 

of the Agricultural Production, Distribution and Storage
 
(APDS) Project (391-0476).
 

2. Evaluation Findings
 

In December 1982, a two-member evaluation team from
 

AID/Washington reviewed the implementation experience for the
 

first nine months of the Program and concluded:
 

"Implementation of the Program activities during
 

the first nine months of the first tranche .... has progressed
 

on schedule and has basically conformed to design plans.
 

Activities intended for the first nine months have been
 

accomplished and the program has made significant progress in
 
-- providing
achieving the primary objective of the first tranche 


balance of payments support. The evaluation team supports the
 
... more specific
continuation of this program and offers 


conclusions and recommendations in the design of the subsequent
 
tranches".
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A copy of the draft conclusions and recommendations of the
 
evaluation team is included in Annex A.6. A summary of the
 
major findings and those lessons learned from the evaluation
 
which have been incorporated into the design of the FY 1983
 
Program are provided below.
 

a. Procurement
 

i. Fertilizer
 

Fertilizer procurement went smoothly and on
 
schedule. There were no significant problems though negotiations
 
between SER/COM and the GOP over charter party terms were
 
somewhat protracted. The evaluation team, therefore, recommended,
 
and the Mission has already taken steps (See Section VI.)
 
to ensure that for future fertilizer procurements, discussions
 
between SER/COM and the GOP on charter party terms begin well
 
in advance of tendering. The team also recommended and the
 
Mission plans to institute a system of selective monitoring

of the warehousing procedures for A.I.D.-financed fertilizer.
 

ii. Equipment
 

The evaluation team noted the unusual character
 
of USAID/Pakistan's role in the equipment procurement process

and the heavy administrative burden associated with it. The
 
Agent arrangement was viewed to bring with it a "fiduciary

responsibility to the GOP", and it was accordingly suggested

that USAID/Pakistan "should move cautiously in determining

what functions it will perform" and to avoid especially
 
taking "physical possession of any equipment". The team also
 
suggested that USAID/Pakistan consider, as an alternative,
 
traditional host country procurement arrangements with SER/COM

involvement and, regardless of the procurement approach, to
 
bring on board a full-time experienced procurement specialist.

The team states, however, that "despite the risks associated
 
with USAID's role as agent of the,GOP, the evaluation team
 
does not necessarily believe the agent role should be
 
abandoned". As regards implementation progress, the team found
 
that the existing arrangements were working.
 

The team further observed that "it is too early to make a
 
judgement on these procurement arrangements" and recommended
 
that "after current procurement actions have been completed,
 
USAID should conduct a thorough review to provide more
 
definitive findings on the procurement arrangements". USAID/

Pakistan supports this recommendation and plans to conduct
 
such a review as part of the next scheduled program c:valuatiot
 
(See Section VI.) In addition, several of the team's findingii

and recommendations relating specifically to the management,
 
selection, and contracting procedures employed by the Mission
 
have been duly noted and incorporated into the Mission's
 
implementation plans for the FY 1983 Program.
 



The use of PSAs coupled with an active role for USAID/
 
Pakistan as an Agent of the GOP, was determined by USAID/
 
Pakistan and the GOP to be the most efficient, expeditious,
 
and cost-effective way of procuring equipment in order to
 
maximize the balance of payments impact of the Program. Key
 
GOP officials and the Mission are fully satisfied with the
 
approach and the progress to date. The experience gained and
 
lessons learned from the FY 1982 Program should greatly
 
facilitate the smooth and timely implementation of this same
 
procedure under the FY 1983 Program. The recent addition to.
 
the Mission's staff of a direct-hire Contracting Officer with
 
procurement experience and two highly experienced Executive
 
Officers, coupled with the TDY assistance of SER/COM specialists
 
will enable the Mission to carry out its administrat.ve and
 
monitoring responsibilities in a timely and effectiv.! manner.
 
In the Mission's judgement, future PSA contracting should
 
proceed much more smoothly, and the risk associated with this
 
procedure should be no greater than in any other area of A.I.D's
 
work.
 

b. Policy Studies
 

To facilitate agricultural policy dialogue with
 
the GOP, the PAAD proposed special studies to explore
 
policy implementation options which would promote production
 
performance in the agriculture sector. The evaluation team
 
noted considerable progress in this area. Of the six specific
 
prospective studies identified in the PAAD, considerable
 
progress has been made in three of the areas: a study of the
 
privatization of fertilizer marketing was completed in October
 
1982; the edible oil industry study is due for completion in
 
May 1983; and, water management policy has been examined in
 
great detail during the design of the ISM Project. The
 
evaluation team recommended that the scope of work for the
 
next evaluation should include an examination of the quality
 
and usefulness of these policy studies which the Mission
 
endorses. (See the Evaluation Plan in Section VI.)
 

C. Current Economic Situation
 

1. The Economy
 

The general economic trends presented in the original
 
PAAD continue to persist. In the context of a three-year IMF
 
reform program, the GOP has continued to pursue import
 
liberalization, improvement in cost/price structures, fiscal
 
restraint, and re-orientation of public sector investment
 
priorities. These policy initiatives have resulted in a fairly
 
high Gross Domestic Product (GDP) growth rate of about 6 percent
 
continuously for the last five years. Fiscal measures taken
 
in recent years have significantly reduced the budgetary
 

http:administrat.ve
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deficit and Government resort to bank borrowing. The overall
 
deficit in Government revenues and expenditures declined
 
from 6.2 percent of Gross National Product (GNP) in Pakistan
 
Fiscal Year (PFY) 1979/80 to 4.8 percent in PFY 1980/81,

but rose again to 5.5 percent in PFY 1981/82. The reason for
 
the rise was a shortfall in tax revenues, mainly due to lower
 
than projected customs duties and sales tax on imports.

Expenditures, however, were lower than the target figures.

Substantial progress has been made in reducing the subsidies.
 
The GOP financed 'he deficit by a combination of external
 
financing (foreign aid), domestic non-bank financing, and
 
financing from the banking system. This last category is
 
inflationary and is a critical measure under the Extended
 
Fund Facility (EFF) Agreement signed by the GOP with the
 
International Monetary Fund(IMF) in November 1980. It declined
 
from 3.1 percent of GNP in PFY 1979/80 to 2.3 percent in PFY
 
1980/81, to 2.0 percent in PFY 1981/82, and is projected to
 
be 1.7 percent in PFY 1982/83. This measure is directly

connected to credit expansion (net domestic assets) and the
 
money supply. Both of these have expanded at less than the
 
target ceiling rates, and the growth rate in domestic liquidity

has been less than that of nominal GNP. As a result of the
 
various adjustments iLL public finance, money and credit, and 
trade policies, the rate of inflation (GDP deflator) fell 
from 10.9 percent in PFY 1980/81 to 9.6 percent in PFY 19b1/82
and is projected to be about 8.0 percent in PFY 1982/83. 

2. The Balance of Payments
 

Pakistan continues to suffer from the burden of a
 
low domestic savings rate plus chronic balance of payments

deficits, even after several years of adherence to the IMF
 
Extended Fund Facility, exchange rate adjustments, reduction
 
in inflation and self-sufficiency in wheat. External resources
 
are necessary to maintain an investment rate that will sustain
 
GNP growth at approximately 6 percent per year. This degree

of growth is necessary to permit structural changes and to
 
provide the prodiction increase,including in exportL that
 
eventnally will allow Pakistan to be self-supporting.

Shortages of imported fertilizer, industrial raw materials
 
and capital goods are very real constraints to growth.
 

The current account deficit in PFY 1981/82 increased by more
 
than 50 percent and was 66 percent of exports (See Table 2).

The decline in exports of 17 percent was the major reason for
 
the poor state of the current account balance. The decline
 
in rice export earnings of 30 percent reflected both price

and volume declines due to abundant world supplies, Raw
 
cotton prices fell by 26 percent and the export volume also
 
fell even though production increased. Prices of cotton yarn

and cotton cloth also fell although the volume of cotton cloth
 
exports increased. The performance of other products was
 
mixed, with the "other" category of manufacture being the only
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TABLE 2
 

- .02 millitans Of dI.S. dollars) 

ACTUALPROJFCJED 
19791138/80 A81 II2 1982/83 1933
Reviedi V1 onal 

Trade. balance -2.516 -2?765 -3 373 -3 317 W352Utports,f.o.b Z.341 ;7. M5 3Tf ITlmrts, f.o.b .4.857 -5,563 -5,69! 4.,00S 4,69 

Sorvices (net) b/ 524- - 459 - 539 * 5.. - 730 
Private transfers (net) 1895 2 233 28 2710 2 

Current account balance -1 - 991 -,530 -1.34S -_.341 
Long-term capital (net) 747 581 d8l 025 1 119
Cross disbursemen ts I,m I M ts, W­1.bT3 
Amortization bf 
 395 - 616 492 - 445 - 4030ltpor (IncludT9n private
1nnM-team capital 
 68 141 DO 125 100 
Private shortotert 
cap1ital and errors and
o.tfsfons(net) 20 13 31 12 __ 

Sf allocation 39 37 _ . 

Balance requiring offic­
ili financing 339 
 - 360 - 830 308 - 222 

Official assistance and
 
debt. relief 577 336 274 
 53 27
I!F Trust Fund T" _,K " " Debt relief 90 161 268 38 -
Official shftrt-tem capital

(net) 52 134 6 13 -Other 
 278 2S 10 - -

Overall Balance 2318 - 24 - 556 - 253 - 19. 

Net foreign asseti (incresse) . 238 24 556 255 
 195
Not use of Fund credit 
 . 3M! 17Y19 
Other central hank and
 
couiercial banks - 169 - 291 198 - 167 S 

!morandvo itews:
 
New capital inflow c! 1,272 783 949 1,063 1.146

Growth rates (in percent's d! 

Exports. f.o.b. 42.2 19.5 - 17.2 12.5 15.3
Imports, f.o.b 27.3 14.5 
 2.3 5.5 9.9
 

Sources: 11W, Staff Report for the 1982 Xtclle IV ojnsultationAnd "ProgrM
Under the xtended Arrangement, January 1983, p. 12 

a/Refers to 19A182 program and revised 19P2/83 projection set forth InCBS/81/222 (Nov.J3)b/ lnr.ludes actual and rescheduled debt service p4wynts

c/ Includes 'lnng-term capital (net) and 'official assistance and debt relief' 
other thata
 

official short.trn cap tat (nt). 
d' For 1i/i1l calculated with respect to the 1979/80 actual; for 191/e2 'raviiad

pro'j.eton' And "actual" calculated with respect to 1980/81 actual for 1982183

'revied projection" calculated with respet, to Orevised oroJectfonl;for 1981/82
.nef "prnqrat calculatod with actusi 1981/82 as a basal for 1983/64 calculated with
re'.nect to 1982/11) program. 

Best Available Document
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bright spot. Imports increased by about 2 percent, with fuel
 
imports increasing by about 10 percent while all other imports

decreased by 3 percent. Stagnant prices for most goods and a
 
large decline in the volume of fertilizer (due to increased
 
domestic production) were responsible for the change. Workers'
 
remittances, the largest part of Private Transfers in Table 2,

increased slightly and actually exceeded exports for the first
 
time. The increase was less than 7 percent and aroused concerns
 
about the prospects of this category to continue to grow.

Given the sizable current deficit and the projections,

Pakistan will have sizable external financing requirements

for at least the next few years.
 

The short-term outlook as revealed in the PFY 1982/83 and
 
PFY 1983/84 projections is for slight improvement in the
 
current account balance as exports recover, remittances
 
continue to grow, and imports increase due to liberalization
 
of the tariff and trade system. Ten months of PFY 1982/83

already have passed, and the current account projection still
 
appears accurate, although the components have shifted. Expo-'ts

have increased less than projected while imports have remained
 
stagnant. Remittances are much higher than projected, due
 
in part at least, to exchange rate shifts which have made it
 
more attractive for Pakistani workers to 
send their earnings

back to Pakistan.
 

The current account deficit is covered by a combination of
 
net long-term capital inflows (mainly foreign assistance),

debt relief, the IMF EFF drawings (net use of Fund credit)

and changes in gross reserves (other central bank and
 
commercial banks). Reserves fell by $198 million in PFY

1981/82 becauso of the large increase in the current account
 
deficit. Debt :elief of $258 million and EFF drawings of
 
$358 million served to moderate the loss of reserves, which
 
are down to seven weeks of projected PFY 1982/83 imports, f.o.b.
 
Reserves are expected to increase in PFY 1982/83 even though

debt relief will be much less. The increase in foreign

assistance, largely due to the U.S., is the reason for the
 
projected improved situation. This assistance will be even
 
more critical in PFY 1983/84 (which starts July 1, 1983), 
when
 
reserves are expected to decline. In addition, IMF drawings
 
end in 1983.
 

The external debt of Pakistan continues to increase, rising

from $12.3 billion at the end of June 1981 
to $13.1 billion
 
a year later. This debt amounts to about 40 percent of GDP.
 
The ratio of debt service payments to current account receipts

(including remittances) was about 11 percent in PFY 1982/83

and is projected to rise to 13.4 percent in PFY 1983/84

(23 percent of exports). Actual payments will increase from
 



$631 million in PFY 1981/82 to $953 in PFY 1983/84, or more
 

than 50 percent. The U.S. support is essential to managing
 

the balance of payments while the GOP undertakes various
 
adjustments in order to cope with the heavy burden of debt
 

maturing in the second half of the 1980's.
 

The projected improvement in the balance of payments for
 
PFY 1982/83 and PFY 1983/84 depends upon foreign assistance,
 
both bilateral and multilateral. The current account deficit,
 
which is projected to decline from 4.5 percent of GNP in
 
PFY 1981/82 to below 4 percent in PFY 1983/84, assumes a
 

growth in remittances of 15 percent per year and in exports of
 

12.5 percent. The growth in remittances is vulnerable to
 

cutbacks in development projects in the Gulf caused by a
 

fall in oil prices. The savings to Pakistan on oil imports
 
could be small in comparison. Export growth assumes larger
 
crops, larger export volumes, and higher prices, especially
 
for cotton and rice. The latter two assumptions are outside
 
the control of the GOP. Exports of other products are dependent
 
on a recovery of the world economy and on continuing improve­
ment in competitiveness resulting from the exchange rate
 
depreciation, deregulation and other factors. Aside from these
 

factors, good weather is essential to continue self-sufficiency
 
in wheat, and continued supplies of electricity and natural
 
gas are essential for production of exports, fertilizer and
 

other essential commodities. The rains have been good so far
 

this year, but load shedding and gas rationing have increased.
 
The assumptions underlying the projections demonstrate the
 
fragility of the balance of pyments position.
 

3. Economic Impact of Program Amendment
 

The $60 million second tranche of the ACE Program
 
is the largest single annual U.S. contribution to strengthening
 
Pakistan'& balance of payments. The FY 1983 $50 million PL 480
 
Title I Program for the purchase of edible oil also will
 
contribute directly to supporting the balance of payments.
 
Both of these programs are essential to maintaining the foreign
 

exchange position while Pakistan makes major adjustments to
 
increase the production of food and other goods both for
 
domestic consumption and export.
 

Fertilizer and equipment imports should increase agricultural
 
production and contribute positively to income, employment and
 

food security. Over time, expenditure of the local eurrencies
 
generated by the program will tend to offset the anti­
inflationary impact of the goods imported. In global terms,
 
in any event, the monetary effect of the program will be minor,
 
because counterpart would represent a relatively small
 
proportion of public outlays and because it would be expended
 
over several months.
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III. PROGRAM AMENDMENT DESCRIPTION
 

A. Allocations
 

1. Fertilizer
 

As described in the FY 1982 PAAD, Pakistan is
 
currently self-sufficient in nitrogenous fertilizers but
 
has to import a predominant proportion of its phosphatic

fertilizer requirements. Fertilizer is imported through the
 
Federal Directorate of Fertilizer Imports (FDFI) under the
 
Ministry of Food, Agriculture and Cooperatives, and retailed
 
through a reasonably large network of private and public

distributors.
 

The FY 1983 Program will finance the importation of $35 million
 
worth of DAP and TSP. At projected international prices including

freight and insurance, the quantity of fertilizer supplied will
 
be about 125 thousand MT of DAP and 10 thousand MT of TSP. This

quantity will provide about 63 thousand NMT of phosphorous or
 
about 41 percent of the total phosphorous import requirements for
 
the 1983/84 rabi crop season. In the event that requirements

for other coim-iiities fall short of expectations, additional
 
quantities of fertilizer could be financed and readily absorbed
 
in the system. (See Section V.A.)
 

2. Irrigation Equipment
 

a. Equipment for the ISM Project
 

While most equipment needs for the ISM Project

were financed under the FY 1982 tranche of this Program, the
 
ISM Project Paper identified $5 million worth of earthmoving

and workshop and $1 million worth of hydraulic measurement
 
equipment for funding under the FY 1983 tranche. Earthmoving

and workshop equipment will be used for canal rehabilitation
 
activities, and hydraulic measurement equipment will be provided

to the Alluvial Channel Observation Project, an implementing

entity under the ISM Project, and also to those provinces which

have expressed a keen desire to increase their hydraulic data
 
collection capabilities. The justification for and assurances
 
of proper utilization and maintenance for this equipment are
 
documented in the ISM Project Paper dated January 1983. Annexes
 
C.2.a. and C.2.b. provide illustrative lists of the equipment

which is likely to be imported.
 

b. Additional Irrigation Equipment
 

The ISM Project provides only a part of the total

equipment requirements of the PIDs. The equipment for the ISM
 
Project was identified for what the World Bank called a first

"time slice" Of a longer term rehabilitation effort. At the
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present time, the Irrigation Departments of the Punjab, Sind
 
and NWFP have firm requirements for the additional equipment
 
detailed below which is valued at $4.5 million(including spare
 
parts, freight, insurance and inland transportation), but are
 
constrained to procure these items because of foreign exchange
 
shortages:
 

i. Punjab:Annex C.2.c. lists the additioual
 
equipment required by the Punjab Irrigation Department to
 
replace its niar obsolete inventory. When equipment needs were
 
developed for the ISM Project, provision was not made for
 
replacement of all obsolete equipment due to funding
 
constraints.
 

ii. Sind:The additional excavating machinery
 
requested by the--nd Irrigation Department (See Annex C.2.c.)

is needed for the annual maintenance of channels. The request

is minimal considering the mileage of canals and drains to be
 
maintained.
 

iii. N.W.F.P.:The Government of the NWFP has requested
 
new irrigation pumps to replace the five existing pumps in the
 
Warsak Pump Station. The existing pumps are about 20 years old
 
and are no longer able to operate at their design capacity. A
 
feasibility study of the Warsak Canal System strongly recommended
 
the replacement of these pumps.
 

This additional equipment is similar to the equipment provided

under the ISM Project, and hence'no signifioant difficulties
 
are anticipated in the effective utilization and maintenance
 
of the equipment.
 

c. Flood Protection Equipment
 

In 1975, the Punjab Irrigation Department prepared
 
a scheme for obtaining heavy equipment and spare parts to
 
enhance its capability to maintain flood protection works and
 
meet emergency repair demands during floods. Over the last
 
8 years, the Department has procured a part of the needed
 
equipment but a significant amount (approximately $10.0 million)
 
of equipment and spare parts (See Annex C.2.d.) still remains
 
to be funded. This Program Amendment will provide about
 
$1.6 million worth of the remaining balance. The Department has
 
the capacity to operate and maintain this heavy equipment.
 

3. Drilling Rigs
 

Six power drilling rigs for sinking tubewells have
 
been requested by the Agriculture Engineering Department,

Government of Sind. These rigs will be used for tapping the
 
groundwater reserves in cultivable lands outside the reach
 
of the canal irrigation system in the districts of Dadu, Thatta
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and Karachi. Four straight rotary power and two power

percussion drilling rigs with the capacity of drilling up to

1,000 feet are required. Total foreign exchange cost, including

spare parts, freight and insurance is estimated at $1.2 million.
 

4. Agricultural Production, Distribution
 
and Storage Project Commodities
 

Approximately $5.0 million has been allocated under
the FY 1983 ACE Program for the procurement of data collection
 
and analysis and post-harvest grain handling and storage

equipment to be used in support of the Food Security and Data

Collection and Analysis Components of USAID/Pakistan's FY 1983
 
Agricultural Production, Distribution, and Storage (APDS)

Project (391-0476). This project is currently in the design

phase, and the estimated cost of the equipment required for the
 
project will exceed the funds available under the project. As
 
in the case of the ISM project, the ability to initiate
 
procurement of commodities for the APDS Project through the

PAA.D mechanism will greatly accelerdte the implementation of

the APDS Project. An illustrative list of the equipment which
 
is likely to be imported is included in Annex C.3.
 

5. Forestry Planning and Development
 
Project Commodities
 

Earthmoving and land clearing, nursery, surveying,

watering, research and analytical, and transport equipment
 
as well as education/information commodities, valued at

approximately $5.0 million, are expected to be imported under

the FY 1983 ACE Program to be used in support of USAID/Pakistan's

FY 1983 Forestry Planning and Development (FPD) Project (391-0481)

This project is currently in the design phase, and the estimated
 
cost of the equipment required for the project will exceed the

funds available under the project. In addition, the ability to
 
initiate procurement of commodities for the FPD Project through

the PAAD mechanism will greatly facilitate implementation of

the FPD Project. An illustrative list of the equipment which
 
is likely to be imported is included in Annex C.4.
 

6. Additional Commodities
 

Approximately $1.0 million has becn provisionally
 
allocated for the importation of the following commodities:
 

a. Small Tractors
 

The importation of tractors was considered

extensively during the design of the FY 1982 tranche of the

Program, and it was decided, in consultation with the GOP,
 
to defer any allocation of the Program resources to the
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subsequent FY 1983-86 period. With regard to the technical
 
aspects of the tractor subsector, the examination revealed
 
a growing demand as well as a well-established sales and
 
services network.
 

The current GOP import pelicy restricts tractor imports to
 
sj4 standardized makes 2/ in the 45-64 engine horse power(HP)
 
range of which two, Ford and International Harvestor (IH),
 
are of U.S. origin. These standardized makes are judged to
 
be technically suitable and most appropriate to Pakistan's
 
needs. All imports are in completely knock down (CKD) condition
 
for in-country assembly. Currently, all the operating
 
companies on the standardized list, with the exception of IF,
 
have local assembly operations. IH, in fact, has not been
 
imported since PFY 1977/78.
 

Only Ford of the U.S. origin tractors meets the GOP
 
standardization and local assembly requirements and has a
 
functioning sales and services network. In 1982, Ford
 
established a joint venture with the Allied Engineering and
 
Services Limited of Pakistan. However, Ford considers that
 
shipments of U.S. manufactured tractors would be counter to
 
their joint venture agreement, which requires progressively
 
increasing use of Pakistan-made components. The agreement
 
requires that tractor units be shipped in CKD condition which
 
are not available at its Romeo, Michigan plant. Apart from
 
this, the Allied Engineering believes that U.S. source/origin
 
tractors are expensive and cannot compete successfully with
 
lower cost units from non-U.S. sources. Annex A.2. contains
 
relevant cables on this matter. For these reasons, 45-64 HP
 
tractors have not been included in this Program Amendment.
 

Importation of up to fifty (50) small tractors (below 35 HP),
 
however, may be imported under the FY 1983 tranche of this
 
Program. As a part of its overall effort to encourage small
 
farm technology, the GOP '.s currently developing a policy for
 
importation of these small tractors and, in fact, already has
 
limited numbers of Russian, Chinese, Japanese and English units
 
for field testing. If imported under this Program Amendmant,
 
the tractors would be used for demonstration/experimental
 
purposes and would be provided to small farmers and/or for
 
use at selected agricultural research stations in the country.
 
The service and maintenance of these small tractors could be
 
handled by the existing private dealer network as well as by
 
the tehsil level tractor pools established recently in the
 
Punjab which has traditionally accounted for nearly 80
 
percent of the total tractor sales market.
 

2/ Massey-Ferguson, Fiat-Allis, Ford, International
 
Harvestor, Belarus(Russian) and IMT (Yugoslav).
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. Breeding Rams
 

The importation of breeding rams under this
 
Program Amendment derives from an earlier initiative by
 
A.I.D. and the Government of the NWFP to support this important
 
but largely neglected activity in agriculture. Under the
 
A.I.D. economic assistance program in the late 1950b, a
 
herd improvement program was supported by USAID/Pakistan
 
through the importation of improved blood lines. The program
 
has continued over the years but with decreased support from
 
outside agencies. Two years ago, the GOP approached the
 
Australian Government to provide assistance to revitalize
 
this program. A recent appraisal team from Australia confirmed
 
the interest of their Government, and an agreement is expected
 
to be formalized in the near future.
 

The United States is the preferred source for the breeding
 
stock because of differences between meat and wool yield.
 
Although the breeds share common ancestors, selective
 
breeding in the U.S. has emphasized meat yield over wool.
 
Australian producers have managed their breeding program
 
with wool production as the primary output. Since meat is
 
the most important output from sheep production in the NWFP,
 
there is a strong and logical preference for breeding stock
 
from the U.S.
 

USAID/Pakstan involvement in this program will be limited
 
to the importation of about twenty(20) breeding rams, which
 
is a relati.vely small but critical input. All other technical
 
advisory services and supporting material will be provided
 
by the Australian Government and the Government of the NWFP.
 

c. Miscellaneous Small Value Items
 

To respond to targets of opportunity, some funds
 
may be made available under the ACE Program to finance small
 
value items which are consistent with the overall objectives
 
of this program and which support GOP, other donor, and/or
 
other USAID/Pakistan projects.
 

d. Support to Development in Poppy Growing Areas
 

Approximately $500,000 has been provisionally allocated
 

for support of development activities in poppy producing areas. These
 

items will be identified as project design proceeds for the Area Develop­

ment Project in the North West Frontier Privince (391-0485), which is
 

expected to directly address the need for alternative development
 

opportunities in areas which now depend heavily on poppy production.
 

B. Policy Issues
 

A discussion of the policy framework governing the
 
specific commodities to be imported under this Program
 
Amendment is provided in Section IV.D.4.
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IV. POLICY ANALYSIS AND DIALOGUE 

A. Current Agricultural Development Policy
 

The 1980 National Agricultural Policy statement sets
 

out the basic agricultura development policy stance of the
 

GOP. The policy seeks to achieve improvements in the
 
"quality of life of Pakistani people" through increased
 

agricultural production, enhanced employment opportunities,
 
a more equitable access to natural resources for
 

agricultural production, improvement in the delivery of
 

social services in rural areas, and preservation of
 

natural environments. The policy statement highlights
 
development problems and prospects in crop, livestock,
 
fisheries and forestry sub-sectors and provides a
 

generalized sense of policy direction which recognizes the
 

need for pricing, investment and institutional changes to
 

facilitate agricultural and rural development.
 

The agricultural development policy is wedded to the
 

overall economic development posture which is conditioned
 

ideologically by the desire to restructure the economy in
 

accordance with the tenets of Islam and technically with
 

the IMF structural reform package agreed to by the GOP
 

in 1981. The three-year IMF reform program aims to
 

overcome the structural and financial weaknesses of the
 

economy so as to strengthen its supply capacity, improve
 

domestic resource mobilization, and establish a sustainable
 

external financial position.
 

B. Policy Implementation
 

1. General
 

Judging from the recent production performance of
 

the economy, the new policy directions have clearly been
 

a success. In recent years, the country has gained self­
the continuing
sufficiency in wheat and, in addition to 


traditional cotton and rice surpluses, has generated sugar
 

production levels well above its domestic requirements.
 

During the last five years, the growth rate of value added
 

in agriculture has averaged close to 4.6 percent annually.
 
Production, however, increased by 4 percent during the
 

most recent PFY 1981/82 against a target of 5 percent,
 
principally due to less than anticipated production of
 

the wheat crop stood at 11.6 million
the dominant wheat crop; 

metric tons, about a million short of the target, though
 

rice, cotton and sugarcane crops achieved record production
 

levels of 3.4 million MT, 4.4 million bales, and 3.6 million
 
MT, respectively.
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The recent healthy growth in agriculture notwithstanding

several difficulties continue to exist in executing the
 
pronounced policies. Over the medium and longer-term,
 
the GOP will have to place more emphasis on policy

execution if the recent gains in agricultural production
 
are to be sustained and expanded.
 

2. Pricing Policy
 

The GOP has continued with its policy of aligning

input and output prices in agriculture more closely with
 
international prices. The crop procurement prices for
 
PFY 1982/83 (Table 3), with the exception of sugarcane,

increased over the preceding year's level by 1 to 10
 
percent. As regards input prices, the GOP has continued
 
to demonstrate its resolve to pursue vigorously cost
 
recovery policies. The GOP increased retail prices of
 
fertilizer by 9 and 15 percent in March and October 1982.
 
Extension of the policy of transfer of full plant protection
 
costs to the farmers started in the Punjab and Sind. The
 
plant protection subsidy in the NWFP was reduced by about
 
50 percent. The ration shop atta (flour) issue price
 
was also raised to bring it chosr to the corresponding
 
open market price.
 

The impact of these price adjustments on farmers'
 
production responses as well as on the subsidy bill has
 
been positive. Agricultural production has continued
 
to register a healthy growth while subsidies on major

agricultural items, particularly wheat and fertilizer,
 
have continued to show a decline.
 

3. Investment Policy
 

There has been a recent discernible effort on
 
the part of the GOP to channel an increasing proportion

of total budgetary resources to the agriculture sector.
 
Table 4 summarizes the current investment portfolio for
 
both the public and private sectors for the period

PFY 1981/82-1982/83. The share of public budgetary
 
resources flowing directly or indirectly to agriculture

is projected to increase from 30.9 percent of the total
 
in PFY 1981/82 to a corresponding figure of about 31.5
 
percent in PFY 1982/83. This level will be at least
 
sustained in the Sixth Plan. Major areas of investment
 
within the agriculture sector are: grain storage; livestock;
 
forestry and fisheries; agricultural education, research
 
and extension; rural electrification; and, rural roads.
 

A significant departure from past investment planning

practice has been the initiation of a Special Priority

Sector Program and Special Development Programs for
 
Baluchistan and the Tribal Areas of the NWFP. In addition
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TABLE 3
 

SUPPORT PRICES FOR PRINCIPAL AGRICULTURAL COMMODITIES
 
(Prices in Rs per 40 Kgs.)
 

Wheat 


Rice Paddy
 
Basmati 

Irri-6 


Rice Milled
 
Basmati 

Irri-6
 

15% Broken 

40% Broken 


Cotton
 
Seed Cotton
 

1981/82 


58.00 


85.00 

-
45.00


150.00 


83.00 

72.50 


AC 134, NT, BS.I 170.00 

B-557, 149/F 178.00 

Surmast, Qalandri,
 
Deltapine, MS.39, MS.40 192.00 


166.00
Desi 


Sugarcane
 
9.38
NWFP 


Punjab 9.65 

Sind 
 9.81 


1982/83 


64.00 


88.00 

49.00 


153.00 


89.00 

80.00 


175.00 

183.00 


197.00 

168.00 


9.38 

9.65 

9.81 


Percentage
 
Change
 

10.3
 

3.0
 
8.9
 

2.0
 

7.2
 
10.3
 

2.9
 
2.8
 

2.6
 
1.2
 

-

-

-

A/ For 	superior quality rice, the price is Ra 49 per 40 Kgs.
 

Source: 	Ministry of Food, Agriculture & Cooperatives,
 
Islamabad
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TABLE -A 

: RESOURCE ALCTIGN PATTENa/
PAKISTAN 


Sub-sector 

Agriculture, Water and Rural Development 

A. Public Sector 


1. Governments' Budgetary Resources '/ 

Fertilizer Subsidy 
Foodgrain Storage 
Livestock, Fisheries and Forestry 
Ag Education, Research and Extension 
Rural Electrification 
Rural Roads 

Water 

Others 


2. Semi-Govenmnt Non-budgetary Resources 

B. Private Sector 


Tractors 
Tubewells, threshers and other machinery 
Farm buildings and land development 

Total Resources for all Sectors 


A. Public Sector 

1. 3-ov nts' Budgetary Rescurces c/ 

2. Semi-Govelmxnt Non-budgetary Resources -

B. Private Sector 


Percent Share of Agriculture, Water and
 
Rural Developrent in: 

Gcovernments' Budgetary Resources 
Semi-Coverrment Non-budgetary Resources 
Total Public Sector Resources 
Total Private Sector Resources 
Total Resources 

Allocation/Target D! Percent 
(Million s ange1981/02 1982/83 Cag
 

11,359 13,928 22.6
 

8,357 10,308 23.3
 

8,335 10,273 23.3
 

1,819 1,600 (-)12.0 
520 529 1.7 
399 407 2.0 
428 470 9.8 
538 1,353 151.5 
379 643 69.7
 

3,661 4,472 22.2
 
591 799 35.2
 

22 35 59.1
 

3,002 3,629 20.6
 

1,446 1,840 27.2
 
974 1,130 16.0 
582 650 11.7 

49,194 60,362 22.7
 

32,533 39,862 22.5
 
27,000 32,595 20.7
 

5,533 7,267 31.3
 

16,661 20,500 23.0 

30.9 31.5 
0.4 0.5
 

25.7 25.9 
18.0 17.7 
23.1 23.1 

a, Excludes non-development (recurring) expenditures 
/ Estimated actual investment for PFY 1981/82 and allocations for PFY 1982/83 

Federal and Provincial Annual Development Programs 
d/Self-financing of developnent schemes largely by public sector Corporations 

Sources: GOP, Annual Developmnt Plan, 1982/83 
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to the traditional allocation in the regular Annual
 
Development Programs, the Priority Sector Program for
 
PFY 1982/83 provides Rs 800 million for primary education,
 
primary health care, rural roads, rural water supply and
 
small farm technology. The Special Development Programs
 
for Baluchistan and the Tribal Areas of the NWFP have been
 
allocated Rs 860 million and Rs 50 million. .resDectivplv. These 
regional development programs call for a total of additional
 
tivectments of Rs 19,400 million in Baluchistan and
 
Rs 4,274 million in the Tribal Areas of the NWFP.
 

Re-orientation of public sector investment priorities
 
is necessarily a gradual process as current investment
 
choices are heavily conditioned by past investment
 
patterns. The current changes in investment planning
 
represent a window to the future, and increasing public
 
sector budgetary resources will be earmarked for agri­
cultural development during the forthcoming Sixth Five-

Year Plan Period.
 

4. Institutional Policy
 

Current institutional changes have tended to
 
broaden the private sector role in agricultural development.
 
Increased private sector participation has been facilitated
 
recently in the following areasi
 

a. Livestock
 

The GOP in 1982 issued an Ordinance to relax
 
the application of the Land Reforms Act of 1972 with
 
regard to the maximum size of landholdings of 150 acres
 
in irrigated and 300 acres in rainfed areas. Under the
 
new Ordinance, the size of landholdings can be relaxed
 
to any limit for the purpose of establishing livestock
 
farms. The new change will encourage private commercial
 
farming. 

b. Pesticides 

The GOP has continued to take measures aimed
 
at ensuring a dominant private sector role in pesticide
 
distribution, which was handed over to the private sector
 
in the provinces of the Punjab and Sind in 1980. A partial
 
role has been admitted in the province of the NWFP also.
 
It is expected that beginning next year, the public sector
 
will completely withdraw from pesticide distribution in
 
the NWFP.
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5. Islamization and Agricultural Policy
 

On June 20, 1980, the GOP promulgated the Zakat
 
and Ushr Ordinance. Ushr, a five percent compulsory

relig-Tous levy on agricultural prodnce for redistribution
 
to the needy, became effective with the 1982/83 rabi
 
season. 
The production and income distribution Tmpact of
 
Ushr has not yet been assessed.
 

C. Policy Directions of the GOP Sixth Five-Year Plan
 

Currently in the final stages of preparation and to

be completed and approved by June 1983, the GOP's Sixth

Five-Year Plan (PFY 1983-88) outlines a national develop­
ment strategy which establishes agriculture as one of the
 
Plan's three major priority sectors. Agriculture and

related activities constitute about one-fourth of the

Plan's proposed investment. The Plan focuses more than

in the past on incentives and other measures to increase
 
output and agricultural yields, agricultural diversification,

agricultural exports, the promotion of agri-business, the

strengthening of infrastructure which serves agriculture

(including rural roads), and the expansion of the private

sector in agriculturc-related activities.
 

D. USAID/Pakistan and the Policy Dialogue
 

1. Approach
 

Working with the World Bank, the IMF and several
 
other donor agencies, including A.I.D., the GOP has, since

1977, consistently sought to modify and improve its national

policy thrust and framework to stimulate economic activity,

raise efficiency of investment, encourage private sector
 
and market activity, and increase the effectiveness of

external assistance. This effort has produced

sound policy and has resulted in concrete
 
successes, including in the agriculture sector.3/

In this situation, USAID/Pakistan, in various ways and most
 
specifically in project development, design, and implemen­
tation, reinforces and supports GOP and other donor

activities, so as to accelerate policy goal achievement
 
and steps taken to move along the determined policy

directions. Emphasis is placed on identifying and
 
supporting policy implementation actions consonant with
 
the policy framework, with A.I.D.'s guidelines, and
 
with specific USAID-supported projects.
 

3/ See Annex A.5. and the "Strategy Statement for U.S.

Economic Assistance to Pakistan, FY 83 
- FY 87" for
 
details and a full description of the conduct and
 
substance of the policy dialogue.
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There are clear "overriding U.S. foreign policy objectives
 
other than economic stability and development" 4/ in
 
Pakistan. The economic assistance package was negotiated
 
without conditions related to policy change. However,
 
USAID/Pakistan's dialogue with the GOP has been conducted
 
to 	achieve the "maximum developmental impact of the
 
resources provided" 5/. The mechanics of the policy
 
dialogue are both direct, such as conditions precedent
 
Lo loan/grant disbursement, and indirect, such as
 
helping to build up Pakistan's "policy analysis capacity,
 
support for applied research in certain policy areas,
 
professional exchange among government agencies, seminars
 
and conferences, and the provision of short-term technical
 
assistance for the analysis of the political and economic
 
implications of certain policy measures".6/
 

2. Activities
 

To assist USAID in carrying out the foregoing
 
approach, several studies were and will be commissioned
 
in a number of subject areas. For example, the overall
 
economic policy framework was examined in 1982 by
 
Dr. Schiavo Campo, Senior Economic Advisor, A.I.D./
 
Washington. Di. Kenneth Nobe, Chairman, Department of
 
Agricultural Ecoromics, Colorado State University,
 
analyzed agricultural devalopment policy options and
 
prepared a preliminary ranking of long-term as well as
 
short-term policy areas. Nobe's report suggested several
 
specific actions for immediate emphasis iii the areas of
 
price and import/export adjustments, irrigation water,
 
availability of purchased inputs, and marketing and
 
infrastructure. Over the longer-term, the report
 
recommended strengthening of the agricultural universities,
 
encompassing teaching, research and extension functions
 
using the so-called land grant system; continuing with the
 
policy stance in irrigation water supplies which is
 
moving to better management of the existing resource
 
base; accelerating research and development efforts for
 
increasing the utilization of Pakistan's non-irrigated
 
land resource:.; continuing with agricultural product
 
diversification efforts; accelerating rural development
 
efforts; and beginning comprehensive studies for assessing
 
agricultural manpower needs and the land tenure situation.
 
Most of the policy thrusts recommended in these studies
 
have already been reflected in the design of several
 
projects or will be, and have guided other aspects of
 
the Mission's policy dialogue with the GOP. These studies
 

4/ 	A.I.D. Policy Paper, Approaches to the Policy Dialogue,
 
December 1982, p.10.
 

5/ 	Ibid, p.10.
 

6/ 	Ibid, p.15.
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have strengthened USAID/Pakistan's information and
 
analytical base for reinforcing GOP policy intentions
 
in the agriculture sector. Without claiming responsibility
 
for their adoption, it should be noted that GOP policy
 
pronouncements and formulations in the Sixth Five-Year
 
Plan and other GOP policy documents, set forth GOP policy
 
objectives, directions and planned actions very much in
 
line with the policy recommendations presented in these
 
studies. Moreover, the dialogue has produced agreement
 
between the GOP and USAID on many of the issues involved
 
in the form of mutually approved project designs.
 

In addition to the studies mentioned above, more focused
 
fertilizer and oilseed sub-sector studies have been
 
completed or are in progress. Investigations into the
 
privatization of fertilizer marketing were completed in
 
October 1982 by a three-member team of SER/COM specialists
 
headed up by Mr. Wolfgang Von Spiegelfeld. The team
 
recommended continuation of fertilizer imports in the
 
public sector but suggested progressively increased
 
allocations tc the private sector distributors directly
 
from the Federal Directorate of Fertilizer Imports. The
 
team also recommended that private sector distributors
 
be actively involved in determining the type of products
 
imported. These recommendations are actively being
 
pursued with the GOP. The oilseed study is nearing
 
completion, and a team of USDA experts will complete a
 
first draft in May 1983. The study examines in detail,
 
inter alia, the vertical and horizontal linkages of the
 
olie sindustry and Pakistan's comparative advantage
 
in oilseeds production. Preliminc.ry indications are
 
that a number of policy recommendations will be proposed
 
to stimulate and rationalize the oilseed sector.
 

3. Policy Impacts of Other Agriculture Sector 

All USAID/Pakistan programs and projects include
 

or will include a policy focus, as discussed below.
 

a. PL-480 Title 1
 

The self-help measures negotiated for the
 
FY 1983 program link the importation of edible oils to
 
the forthcoming Agricultural Production, Distribution,
 
and Storage Project (391-0476). The self-help measures
 
agreed to by the GOP are intended to enhance the role
 
of the private sector in the edible oil industry,
 
rationalize the price structure, analyze the edible
 
oil buffer stock management policy, and stimulate the
 
livestock industry through, inter alia, opportunities for
 
the private trade to participate in available credit
 
programs.
 

http:Preliminc.ry


- 29 ­

b. Agricultural Production, Distribution, and
 
Storagpe.(APDS) -Project
 

There are several activities under design as
 
follows:
 

i. A new Fruit and Vegetable Marketing Board
 
in the NWFP will be a major institutional factor in the
 
implementation of the APDS Project. Preliminary review of
 
the proposed Ordinance to establish the Board revealed
 
insufficient attention to the private sector. As a direct
 
result of the Mission's dialogue with NWFP officials, the
 
structure of the Board and the regulations pertaining to
 
its role and operations subpcantially upgrade the role of
 
the private sector.
 

ii. Food security activities will examine ways
 
to improve data collectifn and increase the analytical
 
capability of public bodies for effective policy evaluation
 
and implementation. Additionally, discussions are in an
 
advanced stage on the inclusion of the examination of
 
buffer stock policy for food grains. GOP officials have
 
agreed in principle to examine issues related to the
 
costs of wheat stocks and to examine ways to encourage
 
a role for the private sector to maintain wheat stocks.
 
Definition of the terms of reference of these studies
 
will be completed in June, 1983.
 

iii. As mentioned above, support for the edible
 
oil industry under this project is linked to the PL 480
 
Title I Program. The role cf the private sector in the
 
processing industry is one of the predominant issues.
 
Price policy will also be a focus of attention.
 

c. Agricultural Education Research and
 
Extension Project
 

The Mission portfolio for FY 1983 includes
 
substantial support for basic agricultural institutions,
 
e.g., under the Agricultural Education, Research and
 
Extension Project. While identification of specific
 
issues is underway, the question of institutional
 
reform and realignment has already been discussed.
 

i. The national research and extension network
 
requires changes in operating procedures and the establish­
ment of mechanisms to forge linkages among education,.
 
research and extension bodies. While USAID/Pakistan and
 
the GOP have reached substantial agreement on these matters,
 
discussion of specific changes will occur as the design
 
of the Agricultural Education, Research and Extension
 
Project progresses.
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ii. In the caee of support for the Agricultural
 
University at Peshawar, the Mission has had numerous
 
discussions with government officials to set the stage
 
for the design team (a Tlltie XII contractor). These
 
discussions have focused on the issue of institutional
 
responsibilities and tho requirement for a clear statement
 
of intent to examine alternatives for institutional
 
reorganization to build effective and lasting linkages
 
among the University, research bodies, and the extension
 
service. Again, substantial agreement has been obtained.
 
During the design process, specific issues will be
 
addressed to translate that agreement into concrete
 
steps to bring about the needed institutional reform of
 
agricultural service institutions.
 

4. Policy Context of the Program Amendment
 

a. Fertilizer
 

i. Price Policy
 

In the FY 1982 program, no specific policy 
or procedural changes were required as conditions to 
funding, reflecting the importance of obtaining rapid 
balance of payments results from the renewed assistance 
program. The PAAD indicated, however, that an important 
policy change relevant to A.I.D. financing of fertilizer 
had already been negotiated between the GOP and the IMF 
and World Bank, that is, the GOP is committed to reducing 
the fertilizer subsidy through gradual retail price 
increases and to eliminating it by June 1985. Crop 
procurement prices are likewise increased so as to maintain 
favorable cost/benefit ratios. The GOP has energetically 
carried out this policy, with average price increases of 
9 percent on March 15, 1982, and another .5percent: 
this fiscal year, on October 6, 1982. In consequence, 
the fertilizer subsidy burden has been reduced from 
Rs 2.44 billion ($244 million) in PFY 1980/81 to an 
estimated Rs 1.6 billion in PFY 1982/83 ($125 million). 

ii. Reserve Policj-

Policy adjustments have also improved
 
reserve operations. The FY 1982 PAAD noted that reserve
 
requirements of 25 percent of annual offtake for nitrogen
 
and 50 percent for phosphate did not match the annual
 
cycle of use. Half of fertilizer use occurs during
 
November through January; previous policy resulted in
 
excessive reserves most of the year. Reserve requirements
 
have been reduced to 20 percent for nitrogen and 40 percent
 
for phosphates, reducing costs and increasing the
 
efficiency of reserve practices.
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iii. Privatization of Fertilizer Marketing
 

An increased private sector role in fertilizer
 
marketing is a policy objective of the GOP and has been
 
identified as an important area for policy implementation
 
which tliis Program can support. The SER/COM experts who
 
examined the privatization of fertilizer marketing
 
recommended continuation of importation by the public
 
sector but suggested progressively increased allocations
 
to the private distributors directly from FDFI. Distribution
 
of imported fertilizer has thus far depended on a nominal
 
pass through via provincial (public) distributing agencies.
 
Direct FDFI allocations, the study argued, would improve
 
the private distributors' control over timing, quality
 
and quantity of shipments and enable them to operate
 
more effectively a balanced product line of domestically
 
produced nitrogen and imported phosphoroua.
 

In 1982, the GOP made an exception to the established
 
distribution system and allowed Fauji Fertilizer Company
 
(FFC), a private sector fertilizer producer/distributor,
 
direct allocation of imported fertilizer through FDFI.
 
FFC was also allowed higher marketing costs (called
 
incidentals) than other private distributors.
 

Program Amendment negotiations have focused on three
 
aspects of fertilizer marketing: (a) allocation of
 
at least 50 percent of all fertilizer imports to the
 
private sector with progressive increases in subsequent
 
years; (b) the same level of incidentals on imported
 
fertilizer for all private sector distributors; and,
 
(c)allocation of imported fertilizer to all allotees
 
on a timely basis. The GOP has agreed to these suggestions,
 
and relevant excerpts from the GOP's letter of April 11,
 
1983 (See Annex C.5.) are reproduced below:
 

"The recommendations of AID specialists are basically
 
in consonance with our own policy to encourage all
 
fertilizer manufacturers to play an increasing role
 
in the supply and distribution of all types of
 
fertilizer to the farmers. Even before we received
 
AID recommendations, we had held a series of
 
meetings with both the private and public sector
 
agencies on this subject. We had urged them to
 
enter into mutually acceptable agreements on
 
bilateral basis so that the private sector
 
distributors should have an assured access to
 
adequate quantities of imported fertilizer to feed
 
their sales outlets and the public sector agencies
 
should similarly get locally produced urea as may
 
be required by them.
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We have now held further meetings and it has been
 
decided that at least 50% of the imported fertilizer
 
should be marketed by the private sector distributors.
 
This fertilizer would be handed over to them by
 
the Provincial Government agencies at Karachi on
 
a ship-to-ship basis in accordance with their*
 
demands which would have been agreed in advance
 
on a yearly basis. It has also been decided in
 
principle that uniform incidentals would be allowed
 
to all private sector distributors for marketing
 
imported fertilizer.
 

The Ministry of Food and Agriculture would keep
 
an eye on the situation and would not hesitate in
 
securing for the private distributors even a
 
greater share of imported fertilizer, if so
 
required."
 

The new distribution arrangements shall become effective
 
with the arrival of fertilizer financed under this
 
Program Amendment.
 

The enhanced private sector role continues to be a major

objective of USAID/Pakistan and will be the fecus of an
 
additional fertilizer policy study to be undertaken
 
later this year. (See Section 5.a. below).
 

b. Irrigation Equipment
 

The institutional and policy context fcr the
 
provision of irrigation equipment was examined in detail
 
in the Lrrigation Systems Management (ISM) Project Paper.

The Project has specific covenants related to the financial
 
integrity of the system (reinforcing the commitments agreed
 
upon between the World Bank and the GOP) as well as
 
conditions precedent to disbursement tied to specific
 
actions on the part of the PIDs. The most significant

of these include agreement on increasing water user
 
charges to cover the full cost of operation and maintenance
 
(O&M) of irrigation facilities and an increase in O&M
 
funds to be made available by each province to its
 
Irrigation Department.
 

In addition to these already agreed upon changes, analysis

is underway for the design of a Command Water Management
 
(CWM) Pilot Program in all four provinces which will
 
serve as the basis for a major amendment to the ISM Project.
 
The CWM Program will focus directly on the productivity
 
of water and the participation of users in the management

of irrigation water supplies. The CWM activity will also
 
facilitate the implementation of major policy changes

in the way the irrigation system is managed.
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c. Equipment/Commodities for the APDS
 
and FPD Projects
 

The policy context for equipment to be financed
 
for use under the FY 1983 Agricultural Production, Distri­
bution and Storage and the FY 1983 Forestry Planning and
 
Development Projects is being examined during project
 
design and will be fully documented in the respective
 
Project Papers. Appropriate conditions and covenants
 
will also be negotiated and included in the respective
 
Project Agreements.
 

d. Other Equipment/Commodities
 

The policy framework related to drilling rigs
 
and rams is judged to be appropriate. Hence no policy
 
areas have been identified for discussion with the GOP.
 
With regard to tractors, the local manufacturitLg and
 

as the GOP's mechanization
distribution systems as well 

policy were examined during preparation of the FY 1982
 
PAAD. The basic policy framework for tractor imports was
 
judged tc be approprlate. Examination of specific
 
mechanization issues will be undertaken, -sever, as
 
described in Section 5.b. below.
 

5. Future Policy Studies
 

a. Fertilizer
 

An extensive fertilizer policy study is planned
 
as an outgrowth of work done to date, including the SER/COM
 
study on the privatization of fertilizer marketing and
 
Dr. Nobe's report on agricultural development policy
 
options. The scope of work for the study has already
 
been developed and is currently being discussed with
 
the GOP. Major areas of investigation will include:
 
phasing out of public sector fertilizer distributors;
 
fertilizer retail price policy; dealers and farmers'
 
fertilizer stocks; efficiency of fertilizer use at the
 
farm level; and policy analysis capabilities of the
 
National Fertilizer Development Center (NFDC). This
 
study will assist A.I.D. and the GOP to define issues
 
and problems, suggest alternative solutions, and develop
 

It should offer improved
workable plans of action. 

policy options to the GOP and also possibly lay the
 
groundwork for additional A.I.D. activities in the
 
fertilizer sub-sector.
 

b. Mechanization
 

It is now generally recognized that inadequate
 
farm power characterizes Pakistan's agriculture. Seasonal
 
labor shortages have surfaced, particularly in the rainfed
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areas, impeding the harvesting operation and the
 
possibilities of double cropping. Causative factors
 
for these seasonal labor shortages appear to be increasing
 
off-farm employment options both in-country and abroad,
 
particularly in '.e Middle East. The most visible impact
 
of this employment situation has been a continued heavy
 
demand for tractor imports and, more recently, the rapid
 
proliferation of mechanical threshers.
 

Even a cursory examination of the mechanization process
 
in Pakistan suggests limited use of tractor related
 
equipment, a fact that is likely to be addressed by the
 
newly established Farm Mechanization Board. The Board
 
will also, inter alia, refine the currently emerging
 
policy for s-Ri farm mechanization.
 

The planned study will provide an overview of Pakistan's
 
mechanization process; examine the employment, production
 
and income distribution impact of mechanization; both
 
farm and off-farm use of tractors;the potential for
 
increased use of tractor-related equipment; and,issues
 
and problems of small-farm technology.
 

c. Food Security
 

Food security is a major component of the
 
APDS Project. Under this activity, alternatives will be
 
examined to improve data collection and increase the
 
analytic capability of public bodies for effective policy
 
evaluation and implementation. In addition, the
 
advisability of establishing buffer stocks for wheat
 
and possibly edible oil will be examined as will rationing
 
and price policy. Discussions are underway to define
 
a role for the International Food Policy Research
 
Institute (IFPRI) in this work.
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V. TECHNICAL ANALYSES
 

A. Fertilizer
 

1. General
 

The fertilizer sub-sector was examined in detail
 
during the design of the FY 1982 Program. The examination
 
revealed continuing phosphatic import rcquirements and an
 
adequate institutional network to receive and market the
 
imported product. About 60 percent of Pakistan's phosphcrous
 
requirements are imported. Imports are arranged by FDFI under
 
the Federal Ministry of Food, Agriculture and Cooperatives.
 
FDFI is responsible for floating international tenders,
 
receiving supplies at the Karachi port and unloading, bagging,
 
and transporting the fertilizer from the Karachi port to the
 
first destination within the country as provided in despatch
 
plans of the distributors, via rail, trucks of the National
 
Logistics Cell, and privately owned trucks. Fertilizer is
 
retailed at Government fixed prices through a reasonably
 
large dealers' network serving the public and the private
 
distributors.
 

A major recent development in the fertilizer sub-sector has
 
been Pakistan's entry in the fertilizer international market
 
as a urea exporter. Increased domestic urea production, based
 
principally on the recent commissioning of the 262 thousand
 
product MT rated capacity plant of the Fauji Fertilizer
 
Company, coupled with lower than projected fertilizer demand
 
and involuntary nitrogen imports along with binary and
 
complex fertilizers, has generated what appears to be a short­
term nitrogen surplus, thus prompting Pakistan to look
 
towards the nitrogen export markets. However, from the
 
agronomic standpoint, Pakistan continues to be a nitrogen
 
deficit country with actual nitrogen use being only about
 
one-half of the recommended dosage.
 

2. Supply and Demand
 

Table 5 presents the supply and demand projections
 
for the crop year 1982/83 and for the rabi season of crop
 
year 1983/84. These projections are predicated on the fact
 
that the farmers' crop benefit-cost ratios resulting from
 
recent increases in fertilizer and crop prices (See
 
Annex C.1.c.) continue to be attractive so that there are
 
prospects of continuing fertilizer demand. Based on past
 
trends and extensive discussions with public and private
 
industry officials, fertilizer offtake is projected to
 
increase annually by 5 percent for nitrogen, 7 percent for
 
phosphorous and 15 percent for potash. On the supply side,
 
domestic production has been estimated by using the current
 
operating rates of the installed production capacity.
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TABLE 5
 

FERTILIZER SUPPLY AND DEMAND PROJECTIONS
 

(1000 Nutrient Metric Tons)
 

Crop Year 1982/83a/ Crop Year 1983/84: Rabib / 

N P K Total N P K Total 
Supply 	 1,372 
 345 53 1,770 969 132 30 1,070
 

Opening Inventory / 
 335 138 15 488 428 96 30 554
 
Indigenous Production 
 957 72 - 1,029 480 36 - 516 
Imports 80 135 38 253 - - - -

Demand 	 1,129 
 349 46 1,524 702 285 41 11028
 

Offtake 
 926 249 23 1,198 508 178 16 702
 
Exports 18 - - 18 -
Reserves Requiredd/ 185 100 23 308 194 107 

­
25 326
 

Surplus(+)/Deficit(-) (+)243 (-)4 (+)7 (+)246 
 (+)206 ()153 (-)i1 (+)42
 

a/ October-September.
 

b/ October-March.
 

c/ Stock with distributors, factories and FDFI.
 
d/ 	20, 40 and 100 percent of annual offtake for
 

nitrogen, phosphorous and potash, respectively.
 

Source: FDFI and USAID Staff Estimates.
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The projections indicate that by the end of crop year
 
1982/83, the country is likely to have a fertilizer surplus
 
of 246 thousand NMT -- surpluses to the extent of 243
 
thousand and 7 thousand NMT for nitrogen and potash,
 
respectively, and a deficit of 4 thousand NMT for phosphorous.
 
For the rabi season of crop year 1983/84, the projections show
 
that there is likely to be a deficit of 153 thousand NMT of
 
phosphorous and 1.1 thousand NMT of potash. Nitrogen will,
 
however, be surplus to the extent of 206 thousand NMT.
 

3. Import Requirements
 

The GOP has already firmed up import arrAngements for
 
crop year 1982/83 (Table 6). Total imports are likely to be
 
on the order of 253.3 thousand NMT -- 80 thousand NMT of
 
nitrogen, 135.3 thousand NMT of phosphorous and the remaining
 
38 thousand NMT of potash. Phosphorous and potash import
 
requirements (153 thuusand NMT and 11 thousand NMT,
 
respectively) for the rabi season of crop year 1983/84
 
beginning October 1983-Te, however, not been planned as yet.
 
Fertilizer under this Program will be scheduled to arrive in
 
the fall of 1983 for use in this rabi 1983/84 period.
 

The types of fertilizer that the GOP has decided to import
 
for meeting its phosphorous requirements are determined, apart
 
from import prices, by farmers' acceptability of the product,
 
funding sources, and the nitrogen content in the binary and
 
complex products. The GOP has already decided not to import
 
nitrophos which has equal nitrogen and phosphorous nutrient,
 
except on a grant or barter basis. The current GOP thinking
 
is to rely predominantly on DAP for phosphorous requirements.
 
Recognizing that DAP also has nitrogen nutrient, the GOP
 
is also considering imports of small quantities of TSP which
 
has no nitrogen and appears to be appropriate under the
 
current nitrogen surplus situation. Large quantities of TSP
 
imports do not appear to be feasible at this time as TSP
 
has been sparingly used in the past and farmers' response
 
to this product appears to be uncertain. The 10 thousand
 
MT of TSP provided under this Program Amendment will be
 
used primarily for testing/experimentation purposes.
 

Taking into account the above stated GOP thinking as to the
 
choice of phosphatic products, the import requirements of
 
153 thousand NMT of phosphorous and 11 thousand NMT of
 
potash can be translated into the product quantities shown
 
in Table 7.
 



TABLE c
 

FERTILIZER IMPORTS PLANNED FOR CROP YEAR 1982/83
 

PRODUCT TYPE OF FINANCING QUANTITY NUTRIENTS 
(MT) 

N 
('000 

P 
MT) 

K Total 
Rabi 

369,335 68.0 119.2 16.1 203.3 
NPK (13:13:21) 
NP (23:23:00) 
LAP (18:46:00) 
NPK (13:13:21) 
NPK (13:13:21) 
NPK (10:20:20) 
NP (23:23:00) 
NP (23:23:00) 
DAP (18:46:00) 
DAP (18:46:00) 
DAP (18:46:00) 

Norwegian Grant 
Dutch Grant 
A.1.D. Loan 
Czech Barter 
Bulgalian Barter 
Bulgarian Barter 
Bulgarian Barter 
Ozech Barter 
Hungarian Barter 
Sukab Barter 
Barter a/ 

14,2(0) 
55,140 
89,000 
20,975 
31,170 
10,500 
42,350 
16,000 
20,000 
20,000 
50,Q00 

1.8 
12.7 
16.0 
2.7 
4.1 
1.1 
9.7 
3.7 
3.6 
3.6 
9.0 

1.8 
12.7 
40.9 
2.7 
4.1 
2.2 
9.7 
3.7 
9.2 
9.2 

23.0 

3.0 
-
-

4.4 
6.5 
2.2 
-
-
-
-
-

6.6 
25.4 
56.9 
9.8 
14.7 
5.5 

19.4 
7.4 

12.8 
12.8 
32.0 

Kharif 
99,500 12.0 16.1 21.9 50.0 

NPK (13:13:21) 
P (2. :23:00) 

Ii1P (18:46:00) 
DAP (18:46:00) 
SOP (00):00:50) 

Norwegian Grant 
UK Grant 
Japanese Grant 
West Geramn Loan 
West Genr Loan 

28,000 
25,000 
4,500 

10,000 
32,000 

3.6 
5.8 
0.8 
1. 

_ 

3.6 
5.8 
2.1 
4.6 

-

5.9 
-
-

-
-

13.1 
11.6 
2.9 
6.4 

16.00 

00 

Total 
468,835 80.0 135.3 38.0 253.3 

_ Name of the Country not knon 

SOURCE: FDFI and Food and Agricultume Division. 
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TABLE 7
 

FERTILIZER IMPORT REQUIREMENTS:FABI 1983/84
 

Product Quantity Nutrients
 
('000 NMT)
 

N P K Total
 

DAP (18:46:00) 322 58 148 - 206 

TSP(00:46:00) 10 - 5 - 5
 

SOP (00:00:50) 22 - - 11 11 
/ 

-Total 354 58 153 11 222 

a/ "Involuntary" Imports
 

Total cost of the DAP and TSP imports is estimated at around
 
$75 million. No other donor commitment has been made to the
 
GOP thus far for funding these import requirements. The
 
quantity of fertilizer to be imported under this Program,
 
which is valued at $35.0 million, will provide 62.1 thousand
 
NMT of phosphorous or about 41 percent of the total phosphorous
 
import requirements for the 1983/84 rabi crops.
 

B. Irrigation EQuipment
 

1. Equipment for the ISM Project
 

The FY 1982 PAAD Amendment described in some detail
 
the irrigation system and the institutional network which will
 
utilize the machinery, including its maintenance capabilities
 

a
and equipment needs. The FY 1983 ISM Project Paper defines 

program of canal rehabilitation and the improved operation,
 
maintenance and management of the irrigation system for which
 
the equipment is to be supplied. The FY 1983 ACE Program
 
Amendment will finance more of the earthmoving and workshop
 
equipment funded previously and hydraulic measurement equipment
 
as identified in the ISM Project Paper. The technical analyses
 
in the respective programming documents fully demonstrate the
 
technical suitability of the equipment and assure their proper
 
utilization and maintenance.
 

2. Additional Earthmoving Equipment
 

The excavating machinery to be provided to the
 
Irrigation Departments of the Punjab and Sind is similar to
 
the equipment provided for the ISM Project. When equipment
 
requirements were developed for the ISM Project, the objective
 
was only to meet the needs for civil works under that Project
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without consider±ng the comprehensive equipment needs of

the PIDs. The excavating machinery included in this Program
Amendment constitutes 
a small but critical contribution to
 
a larger requirement to replace equipment that has been used

beyond its economic life, The technical analyses of the

equipment described in the ISM Project Paper ap ply 
 equally

to this excavating machinery. 

3. irrigation Pumps
 

The five pumps provided under this Program Amendment
will replace the existing 2 0-year old pumps at the Warsak

Pump Station in the NIFP. The NWFF Irrigation Department

has been able to maintain these pumps well beyond their

economic life and has also performed well in maintaining
the canals into which water is pumped.
 

4. Flood Protection Equipment
 

T"his Program Amendment vill prcvide a portion of the
balance of equipment that remains to be procured under a

1975 scheme for flood protection works in the Punjab. The
Punjab Irrigation Department has already procured a major

portion of the needed flood protection equ±pment and the

Department's field experience to 
date indicates that the

equipment is versatile and suitable for site conditions in the
province, Adequate repair and maintenance facilities are also

available within the Department for such equipment.
 

C.Dr ill ingf,_ ig_ 

The Agriculture Engineering Department of the Government

of Sind has had six popover drilling rigs since 3966. Four of
these rigs are still in use, but performance is low due to the age of the machines. Only 24 tubewells a Year are c-irrentlv
being sunk or six tubewells per rig per annum. The requested

new rigs are expected to bore 12 tubewells per machine each
 
,,ear. 

The areas where these rig_ will be used are in the districts
of Dadu, Thatta and Karachi in the Sind province. 'hese areas 
are outside the reach of the canal irrigation system and havesweet water pockets where substantial groundwater is available.

There are, however, deep rocky strata 6 to 8 feet below the
soft soil, and 300 to 600 feet of drilling is required to 
exploit the groundwater reserves. 

The capability of the Sind Agriculture Engineering Department

was reviewed in September 1980 by a British team and found 
to
be high. Given their ability to keep 15 year old machinery.
running with only spare parts manufactured locally, he new
rigs with adequate sare parts should be utilized and
 
maintained effectively.
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D. Agricultural Production, Distribution and
 

Storage Project Commodities and Forestry Planning
 
and Development Project Com odities
 

Firm equipment requirements for the FY 1983 APDS and 

FPD Projects are now being defined as the Projects approach 

the final stages of design. The Project Papers will fully 

describe the respective technical needs, institutional 
setting, utilization and maintenance capabilities and other
 

feasibility issues.
 

E. Additional Ccvmcdities
 

1. Tractors
 

As part of its efforts to encourage small farm
 
technology, the GOP has started importing in limited numbers
 

small size (35 engine HP) tractors. Unlike the traditional
 
imports of medium size tractors (45-64 engine IIP), the 
importation of smail tractors is neither tied to standardization 

requirements nor in-country local assembly facilities. The 

GOP in recent years has imported small tractors from Japan,
 

China and the United Kingdom, primarily to test their
 
technical effectiveness and market suitability.
 

The small tractors provided under this Program Amendment
 
will assist the GOP to refine its policy on small farm
 
techncogy f t.hrough expcerimentation. These tractors.- field 
will be used for testing and experimentation purposes
 
at selected agricultural research stations and/or on private
 
farms. The service and maintenance of these tractors can be
 
handled by the well-established dealers' network for medium
 
size tractors as well as by the Cehsil level tractor pools
 
established recently in the Punjab, which accounts for nearly
 
80 percent of the tractcr sales market.
 

2. Breeding Rams
 

The breeding rams provided under this Program
 
Amendment will be uised for sheep research and production
 
activities which are being supported by the Australian
 
Government. An Australian Agricultural Mission visited
 
Pakistan recently and recommended a coordinated plan for
 
sheep research and production which, inter alia, envisages
 

in the NWFP.
the establishment of a central farm at Mansa-h 

Since one of the objectives of the central farm is the
 
production of superior rams for distribution to sheep owners,
 
ccnsiderable thought has been given by the Australian
 
Government and the GOP as to the choice of sheep breed.
 
The U.S. is the preferred source of breeding stock because
 
selective breeding in the U.S. has emphasized meat yield
 
over wool.
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Negotiations between the Governmentsof Australia and
Pakistan are in an advanced stage, and an agreement is
expected to be formalized in 
the near future. In anticipation
o'f the agreement, the Government of the NFP has prepared

plans for the establishment of the central farm which
 encompasses production, research, training and outreach
functions. A sound developmental program thus exists towhich A.I.D. can provide a relatively small but critical
input of 20 breeding rams. 
All remaining establishment and
operational costs of the program will be shared by the
 
Governments of Australia and Pakistan.
 

3. Miscellaneous Items
 

Small value items which may be procured under this
Program will be carefully analyzed to assure 
that they fit
into a coherent activity and are consistent with the overall

objectives of this Program.
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VT. IMPLEMENTATION PLAN
 

A. Commodities and Equipment 

1. Procurement Plan 

a. Fertilizer
 

As stated in the FY 1982 Program Evaluation
 
report, "Procurement (of fertilizer) went smoothly and
 
according to schedule." The same procedures outlined on
 
pages 28-29 of the original PAAD will therefore be followed. 
Brieflv stated, the GCF, th'ough the FDFI, will be 
responsible for the prccurement of fertilizer with the 
assistance of SER/COM, AID,ashington to ensure compliance 
with A.I.D. rEgulations. Tendering and awards will take 
place at the Pakistan Embassy in N'ashington, D.C, In order 
to expedite the procurement process and in accordance with 

-the recommendaticns of the Y 191 Program Evaluation team, 
the Missicn, in Aril 1983, requested SER/COM to review the 
!FB and Charter Party used for the FY 1982 procurement 
of fertilizer and t, provide recommendations to the Missicn 
as to -hat changes if an-y in those terns and conditions 
shculd be negotiated with FDFI upricr to the issuance 'of 
tender documents for the F 1983 Program. 

b. Irrigation Equivment 

As discusse previously and described more 
fully in Annex C.2., thd irrigation equ.pment to be procured
 
under this Program Amendment consists of fiveicategories
 
of equipment, comprising over one hundred indixidual line
 
items, valued at approximately S12.1 million (including
 
spare parts, fieight, insurance, and inland transportaticn). 
Much of the equipment is the same as that procured under the 
FY 1982 program, and srecifications have aIready been 
uremared for these items. Preparation of the specifications 
for the remaining equipment should be completed within the 
nert several nonths. 

Because of the large number of items involved and the 
complex nature ,f s:me o the items, which may require 
radefinition of specifications and re-issuance of tender
 
documents, the Mission and the GOP have agreed to employ 
the same procedure which was followed under the FY 1982
 
program for the procurement of irrigation equipment. This
 
procedure, which involved the use of Procurement Services
 
Agents (PSAs), selected under competitive procedures and
 
hired under host country contracts, with USAID/Pakistan
 
acting as Agent of the GOP, has proved to be an effective
 
and appropriate mechanism. Key GOP officials have expressed
 
their complete satisfaction with the approach and the
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progress achieved to date. As discussed in the FY 1982
 
Program Evaluation report, some problems were encountered
 
during implementation of this procedure, but all of the
 
problems have been resolved, and the procurement process
 
is on track. Indeed, the experience gained and the lessons
 
learned from implementation of the FY 1982 program should
 
greatly facilitate the smooth and timel., implementation
 
of the same procedure under the FY 1983 program. Accordingly,
 
contracts will be awarded competitively to one or more
 
PSAs, with USAID/Fakistan acting as Agent of the GOP, in
 
accordance with Chapter 1, A.I.D. Handbook 11 prccedures.
 

c. Aricultural Production Distribution, and
 
Storage and" orest-i Planingad Development
ProectCnu~codities
 

Approximately $10.0 million has been allocated
 
for the procurement of equipment/cecmodities under the
 
FY 1983 AFDS and FFD Projects. Again, because of the large
 
number and diversified nature cf the items involved, the
 
same procedure described above for the irrigation equipment
 
will be employed. Contracts will be awarded competiti7ely
 
to one or more PSAs, with USAIDiPakistan acting as Agent
 
of the GOP.
 

d. Additional Commodities
 

The drilling rigs ($1.2 million) and the small
 
tractors and breeding rams ($1.0 million) will mast likely
 
be procured by the host government through its Embassy in
 
Washington, D.C., with the assistance of SER/COM, AID/Washington,
 
or through an importer under Regulation 1 procedures.
 
Small value items may be procured either directly by
 
USAID/Pakistan or through an importer under Regulation 1
 
procedures.
 

2. Implementation Schedule
 

A propcsed implementation schedule is summarized
 
in Table 8. As shown in the table, the tendering and award
 
phases for the fertilizer, drilling rigs, small tractors,
 
and breeding rams, all of which will most likely be
 
handled by the Pakistan Embassy in Washinaton, D.C., with
 
the assistance of SER/COM, have been staggered so as not
 
to unduly overburden these two organizations. Similarly,
 
the tendering and award phases for the two PSA procurement
 
packages will also be scheduled in such a way so as not
 
to impose an administrative burden on the host government
 
and the Mission. According to the proposed schedule,
 
fertilizer deliveries should be completed by January 15,
 
1984; the drilling rigs, small tractors, and breeding
 
rams should arrive at the Karachi port in the summer of 1984;
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and, deliveries ,of ail of the equipm ent/cormmodities p'rocured 
with the assistance of PSAs should be completed by May 1, 
1985. 

B. Zolicy Studies
 

1. Fertilizer
 

The scope of work for this study is currently being 
discussed with the GOP and should be finalized by June 1983. 
Probable contractors for the study are the international 
Fertilizer Development Center (UFC) and IFPRI. A PIO/T
will. be prepared by June 30, 1983 so as to enable the 
contractors to initiate the study bv August 15, 1983. 
The contractors' final report should be available for 
discussion with the GOF by March/April 1984. 

2. Mechalizaticn
 

A contractor (preferably a UnjTiv-rsitV member) will 
be hired to deveLop the scope r work fo- this study br 
July 1983, in ccnsultation with the PakiLstan institute of 
Development Economic. (P!DE), After discussion of the 
proposed scope of work w.ith the GOP, a team, consisting of 
an economist. marketing svecialist, agronmist, agriculture
 
engineer (machinery) and a so:ciclogist will be fielded to
 
develop the study design in collaboration wi-th PIDE. The
 
contractor (most likely a U.S, University) wil co,mence
 
work by November 1983, and the final report should be
 
azvailable by J-ne 1984.
 

3. Food Securitv
 

The APDS Project Paper will describe the proposed
 
implementation plan for the studies to be conducted in the
 
area of food security. The probable contractor is !FPRI.
 

C. Administrative and Monitorin Arrangements
 

The admnistrative and monitoring arrangements 
described on pages 3i - of the original PAAD have proved 
to be effective and wil continue to be used. Project 
monitoring responsibility resides in USAID/Pakistan's 
Office of Agriculture and Rural Development, which will be 
ass.sted by the Office of Project Development and Monitoring
and the Executive Office. In addition, it is anticipated 
that SER/COMI, AED/Wa.hingcon will play , major role in 
assisting the Mission implement the FWY 1983 Program. 
Representatives of SER/COM will be called upon to work with 
the Pakistan Embassy in Washington, D.C. to prepare tender 
documents and make awards, to develop and/or review 
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specifications for certain commodities, to review tender
 
documents, to provide advice and/or participate in the
 
PSA selection and contracting process, and to participate
 
as necessary in program evaluations.
 

In addition, in accordance with the recommendations of the
 
FY 1982 Program Evaluation team, selective monitoring of
 
intermediary warehousing of A.LD.-financed fertilizer
 
will be instituted. Upon the arrival of each shipment,
 
despatch plans will be obtained from FDF!, a random sample
 
of warehouses in all four provinces will be selected, and
 
field visits will be made to ascertain the adequacy and
 
quality of storage. In so far as possible, staff of
 
USAID/Pakistan's Proviucial Liaiscn Offices will be
 
involved in field visits.
 

D. Evaluation Plan
 

The first evaluation of this Program was conducted
 
in November/December 1982. The evaluation covered,
 
inter alia: procurement procedures for fertilizer and
 
equpent progress made towards planning, developing and
 
executing policy studies; monitoring and evaluation of
 
Program performance and impact; and generaticn and use
 
of sales procee~ds. The next program evaluation is planned
 
for late calendar year 1984,early 1985, by which time all
 
of the commodities imported under the FY 1982 tranche will
 
have reached their ultimate destination in the provinces;
 
several key policy studies will have been completed or
 
nearing completion; many of the commodities under the
 
FY 1983 tranche will have arrived at the Karachi port;
 
sufficient implementation experience will have been obtained
 
regarding the programming of generated rupees; and,
 
implementation of other major A.I.D.-financed agricultural
 
sector projects will have been begun.
 

The proposed evaluation will include a critical review of
 
the following:
 

1. Progress made toward achievement of the purposes
 
of the actvity (actual compared with planned
 
performance);
 

2. End use of imported commodities;
 

3. Quality and usefulness of policy studies;
 

4. Role of this Program as an instrument of policy
 
dialogue with the COP;
 

5. Programming and use of generated rupees;
 



6. Procurement arrangements, including the
 
performance of PSA(s):
 

7. USAID/Pakistan's monitoring of the receipt
 

and distributicn of the imported commodities;
 

8. Rapidity of disbursements;
 

9. A.I.D. and GOP collaboration and the role(s)
 
of various organizations;
 

10. 	Potential areas for improving Program implementation
 
schedules, funding arrangements, and procurement
 
procedures;
 

11. 	Adequacy and appropriateness of evaluation and
 
monitoring plans and procedures under other
 
Ao!.D.-financed projects in the agriculture
 
sector for measuring beneficiary impact and
 
changes in agricultural productivity; and,
 

12. 	Unanticipated problems.
 

This proposed evaluation should be completed in a period of
 
three weeks by a three-member team consisting of an
 
agricultural economist, commodity specialist, and an
 
evaluation expert, working closely with both
 
Mission and GOP officials. The total estimated cost of
 
the evaluation is S30,000, and will be financed under the
 
Project Design Fund (391-0470).
 



-49
 

DOLLAE Ai"D ': "J" ,LT..JCA..T,. 

a,.1Dollar Alc.. is and D:.IuSIM-17 ,tP-r-	 rrc~vsirral Allocations ­

(in 	$ Million) 
1. 	 A1loi.atlone Loan Gr a,,t 

a. 	Ferti]±ier 

J.J25,01'1 MI of 1)nmmonlum Phosphate 
i. J.P) 	 34.00. 

i.. 10,000 MT ,of !':iple Sitet: I
 
Phosphate (T-P) -,
 

b. 	Irrigation qqiipmrt 

i. Farthmrovrng ard !,.k.'ibreup Eeipme:t for' 
the Irrignti.cm. S%.stei !.rtingpment Project 51( 

tl .	 1yOrqi'Ur fheas,,remeet Eqtip-ient for the 
Trrigatic!, rystvr-o 4a!nagempnlt Project 1.0 

li Ecavaating Machh:ivT-,, for the Find 

r. 'Ir'!.e't.'. ... .pmer.t t5e	 3.F.tcd 	 6J. 


Punjab Trrigat.i-, !)eparrin.nt 	 I 

,y. 	] irignti.c, Pumps for rhe Nhrthwcst 
Fro,,t!.,-ro';-Lnc- (rrgtr.!onr [Unartment I (1 

C.DrilI-g RI;, fo.'r the! I..nd Agt'icui tural 

Engnieeri . Vepari ,per.. 	 1.2 

d, Commodities fc.t the A.prlcultural Productt:ion,
Distrl ht,tcn, on.d! Storage Projs-ct .	 3.5 

e. 	Ccwmiodities for ,he Forestry PL...inn.ng
)a: Development Project 	 5.0 

9 	 . Addittional . n dtie 

'[ 	Smali Troctors 

SU. Breedil Rams - 1.0
 
0 111. Miscellaneouts !.tem.­

iv. 	Commodities in Support of Development
 
Activities in Poppy Growing Areas .5
0
 

g. 	Procurement Services Agent (s) Fee at 8/o
 

(for b., d., & e. only) 1.7
 

-	 TOTALS 40.0 20.0 

7/ All figures include the estimated costs of rhe commodities/equipment,
 
freight and insurance, as well as inland transportation for the irrigation
 

Oequipment only.
 
8/ Approximately $1.0 million in loan funds remains unearmarked under the
 

FY 1982 program (see Annex E) and will be aoplied to the costs of the
 
fertilizer to be procured under the FY 1983 program.
 

http:eparrin.nt
http:Irrignti.cm


2, Disbursemnenit .ed 

If the Prd:g,' Agreement AreIdTIMet is signedlater than August 1, 193, it no
Is anticluted rhat: fertilizerconnodity aid freight: !,ette:r- ,.f Coni.tMrent (L/COMsi willbe issued by October 15, 1.98'. that frtilt-.er deliverieswil begin to -t'rive at the R-arachi port by December 1, 1983,and that fertil izer shipmerts to Karachi w.ll be completedand disbursements of approximately T!11.10! .11i ade by


January 15, 1984. It can a.s, be expected
January tOat between1, 1984 and April 15, ..984, L/C(1'!s will be issuedin favor of suppliers for the dri..]ITng rigs, small tractors,and breeding rams, inand favor of the selected PSAs tocover their fees. 
 For tl'!e comiod:iti.es to be procuredwith the assistaic.e of the PSAr,, it is ait:Icipated thatL/COMs will be is.kied in favor of suppliers betweenSeptember 1,3984 and November 1,1984. While the drillingrigs, small -racf'.rs, and breeding rains are expected toarrive at the Karachi port in Ju.ne 1984, deliveries ofthe irrigation equipllment are. not expected to begin arrivinguntil Novernber1 Similarly, deliveries ofccmmnodities for the APLS and FPD Projects are not expectedto begin arriving at. Che Yarachi. pori: until] .February 1,1985.It is anticipated that all deliveries will have beencompleted and all disbursements made by August 2, 1985. 

3. Local Cost Financing 

A minimrum 
this 

amount of dollar funding provided underProgram amendment iol:! be used to Cinance local costssuch as in-coupntry t rnsportat-.n of equipment from the
Karachi port to appropriate sites 
in the Provinces.Disbursements for these costs .ill made U.S.be in dollarsin lieu of U.S. -owned excess rupees intkeeping with thebalance of pavmerts cbJective of the program.Section 612(b) certifi,-ation A FAA 
signed by the Mission Director
is included in the origin.al PAAD, 

B. Counterpart Funds
 

1. Generation cf Counterpat 
Funds
 

The Agricultural Commodit-ies and Equipment Program
will result In the accruril of rupee proceeds 
to the
Government of Pakistan when commodities provided byA.I.D. under this Program are sold or charged against thebudgets of autonomous agencies and Provincial Governments.
Under Section 609(a) of the Foreign Assistance Act, rupee
counterpart funds 
are 
required to be deposited for any
commodities which are furnished with Economic Support Funds
on 
a grant basis under arrangements which result in the
accrual of proceeds to the country. 
 Under this program,
 

http:origin.al
http:racf'.rs
http:comiod:iti.es
http:frtilt-.er


all rupee generations, in.cluding those generated by loan.­
funded commodities, will be deposited by the GOP in a
 
special acco--nt.. 

2. Counterpart Deposit and Use Arrangements
 

Rupee proceeds will be deposited in the Federal
 
Consolidated Fund of the GOP. The GOP will cred,.t these
 
proceeds to a special subsidiary account to be named
 
"USAID Programme for US FY 1983". Releases from the
 
account will be made by the GOY, after consultatio, with
 
A.I.D., for mutually agreed upon activities as spec:-.fied
 
in the or:ginal PAAD.
 

The Government of Pakistan will convene a meeting with 
A.I.D. not less then once every six months to consult on 
the agreed upon purposes for which r-.pees from the special 
subsidiary account will be used. The first meeting wil,.
 
be held within three months after the generation of rupees
 
from A.I.D.-funded coa.odities. 

As long as a balance remains in the special subsidiary
 
account, the GOF will provide semi-annual reports on how
 
the proceeds have been used. The first report covering
 
deposits and withdrawals through December 31, 1983 should
 
be submitted to USAID/Pakistan by January 15, 1984, with
 
subsequent reports due at six month intervals.
 

'III. CONDITIONS, COVEIANTS, AND NEGOTIATING STATUS 

A. Conditions Precedent to Disbursements 

Prior to the first disbursement under this Loan
 
Amendment and/or this Grant Amendment or to the issuance
 
by A.I.D. of documentation pursuant to which disbursement
 
will be made, the Borrower/Grantee will, except as the
 
parties may otherwise agree in writing, furnish or have
 
furnished to A.I.D. in form and substance satisfactory to
 
A,I.D. within thirty (30) days after the signing of the
 
Program Agreem-ent e.mendent:
 

1, a proposed Invitation for Bid (IFB) and a proposed
 
designation of Cbarter Party for the importation of the
 
fertilizer; and.
 

2. except for the fertilizer and the irrigation 
equipment, a statement cf the name and title of any additional
 
representatives acting for the Borrower/Grantee who are
 
authorized to sig. pr-curement documents together with
 
a specimen signature of each such person certified as to
 
its authenticity. 
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B. Covenants
 

1. Use of Sale Proceeds
 

All locnl currency proceeds gene'ated from -he
sale, transfer, or importation of commodities provided

under this Agreement Amendment will be credited to the

Federal Consolidated Fund of the BV.rrower,!Grantee. The
 
Borrower/Grantee agrees to credit 
these proceeds to a
 
special subsidiary account to be named "USAID Programme

for US FY 1983".
 

Funds in the special subsidiary actount may be used for

development purposes in the agriculture, rural development,
 
water resources, population, educaticn, energy and health
 
sectors as may be nutually agreed upon and, further, may

be used within these areas for programs which would help

reduce illicit narcotics cul tivation by stimulating

broader develcpment -Opportunities.
 

As long as balances remain in the special

subsidiary account, the Borrower/Grantee shall provide

to USAID/Fakistan semi-annual reports on 
the balances
 
remaining in the account and the withdrawals and uses ,of

the funds from that account during the current reporting

period with the first report covering deposits and with­
drawals through December"31, 1983 to be provrided by

January 15, 1984.
 

3. Authorization
 

The Bcrrower/Grantee authorizes USAID/Pakistan

to act as its lawful Agent and tc execute, in said capacit9,

all letters and documents on behalf of the Borrower/Grante

in accordance with A.I.D. Handbook 11, Chapter 3, as
 
necessary-for the following:
 

a. to procure, administer arid compensate one or
 
more Procurement Services Agents under this Agreement

Amendment.Activities contemplated include, by illustration,

advertising for Agent(s)' seorrices, evaluating and selecting

of Agent(s), and instructing, answering inquiries, and
 
otherwise corunicating with Agent (s).
 

b. to procure, administer and finance equipment!

commodities under this Agreement Amendment. 
Activities

contemplated include, by illustration, preparing and executing

letters of instruction or other Procurement documentation
 
for equipment/commodities, arranging for issuance of
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Letters of Coumitment and/or other financial documentation,
 
clearing of equipment/commodities through customs, and
 
arranging with provincial authorities for delivery to
 
appropriate sites.
 

The Borrower/Grantee shall, upon the request of USAID/
 
Pakistan, execute letters of instruction and other documents
 
as necessary for the procurement of services and equipment/
 
commodities under this Agreement Amendment.
 

4. Eligible Items
 

The commodities eligible for financing under this
 
Grant Amendment and/or this Loan Amendment shall be those
 
listed in the PAAD Amendment and such other commodities as
 
are mutually agreed upon in writing by the Parties and
 
specified in Implementation Letter(s) issued to the Borrower/
 
Grantee.
 

C. Negotiating Status
 

The above Conditions Precedent and Covenants have been
 
discussed with and agreed to by the Government of Pakistan.
 
During Program Agreement Amendment negotiations,. USAID/Pakistan
 
will incorporate into the Agreement Amendment eppropriate language 
to cover these terms and conditions.
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0 1?%X7i1Z MAR P2
:V. CrTATF ,:'AS}{rC 
'rc pMrMFA.Sy IcLAMAPAD IMMEDIATE e691 
IT 
11117 $,STATE 'FC566 

C.C. 12,e5i: N/A
 

:zTT.?FCT. APAC RFVIFW, AGRICULTURAL COMIAODITIES AND 
Fgr;ITMENT PAAD (3P1-('48) 

Appr RFVIEWFr FAAD MAR'6"E" 10, 196.2, AND AGRFED 110 
J.COIMME;4D AFFROVAL FT A,' ![. MISSION IS 

CONT'(ITTTLATED-CN SUPMI$ISION OF AN EXCELLENT PAPER WIIICT 
FFFI.CTIVEI,Y PRESENTS PUUIROSES, CONTENT AND IMPLEMENTATION 
PTAH. EF.SCRIPTICN OF POLICY CONTEXT, IN PAPTICULAR, GOES 
r1YONT' WHAT AFA FXPECTED AT TIME OF PrPRFVIvW. FOtLOW­
[N', AF" MAJOP FROGPAM IFSUE' WHICH WERE ,ISCUSSED AT THE 
MF FTING •
 

1. FLlNDING ALLOCATION (FERTILIZER VS. EQUIPMENT): IT 
"AF NOTEr THAT WfIIF PAAD-FACFSHEFT (WFICH IS THE 
AivT'IPIZING ,CCUtMiNT) COFS NOT EXPLICITLY ALLOCATE FUNrS 
?FPETIVFFN TIHF MPJCP CATYGORIES OF COMPIODITIES, THi EODY 

OF T'F FAPER DOEF. TO ADD AN ELEMENT OF FLEXIIlLITY IN 0 
T"r PAPFP AN, VAi'F IT CONSIRTENT WITH THE FACESHEET, A 
FNT.-NCE WILl PF A.PFL ON FAGF I INDICATING THAT FXPfCTFr 

AlLOCATIONS 	ARF FUJ. FCT TO CHAJGE IF CONDITIONS SO 
. nA tT. ANMFY F. PAGF 2, WC'LD ALSO HAVE OTE FXPFCTF1 
U.1CE ArDED 7iFORE QTE ALLOCATIONS FOR THE FY 1982P;'PGAM . . . UTNCTIF. 

2. FOLICT DIALOGUE' A'1A PUREU AND FPC PAVE liD RECENT 
FYC!'t CIF REGAR[ING T~i EBEGRFF TO WI{ICH1 POLICY CON.IDFRA­

ilOi: ARE PbDrRE!i.D PY THIS FROGRAM AND TIF WAY THE -
P'T.TtPt CIALOGUY ,Il.L FE CARRIED OUT. CUTIS WILL CARRY 
.-, FFOF RI.FVPNT MFMC1 . PAAD DF.SCRInES MISSION'S 
A"PTOACIl TO FOLICY ANT ARE.AS INTENDED FOR FURTIiER 
FYp!NATION. AI,/W W''CULL LI1F TO IE APPRISFD OF PPOGI.3 
fl' AS TREI P1CCFFS COES ON AND TO HAVE ANOPPORTUNITY-TO 

coII.nAS APPROPPIA E. .PFCIFICALLY,-PRIOR TO FOPIAL 
.. G :I .TIOj. CONCFVH ING THF N-XT TRANCIIF OR TRANCIIF! AND 

!.PMIrJATION OF ANY CONDITIONS WFICII MAY FE INCIUDD IN 
7'F rAAD AMEmrMENT, Wi PRFQIEST THAT 
INJO''"ATION CAII.F ON T1IES'. MATTPNF. 

MISSION-.TRAN5MIT N 
WEWOI!JD HOPE THAT 

/ ./ 

1? 0CFtPFR 1'T.SION 'ILL HAVE DELINFATED SPECLFIC-ARES 
W'iF 1 F CHANG.S IN iOLICY FFINITION AND-IMPLEMENTATICN AY 
PF WAPIRANTED. YOUR CAFIF. WIHICI WE WOULD 11OPE TO RF.C'IVF 
PY "FCTMqFR, SICULD ALVISE (IS OF TRYl PO.ICY FARAMFTFP TO 

) 
.i FICIJSED WITh; TiE GCOP AND YOUR THIN" ING ON STPATEGY " 
A*F Cr.TFCTIVIf. 

titlr! A.SI FTF 	 FTaTv 6F .:. 1/2 
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.Tr',M}.NT Fr"CCPAM FITS PA , ZTAVS 

PJ.CEN'l l';*Y. TlifT IN [oFCUTRRENJT MACRO'IF'F AND THAT FCONCICMISSION'F APPPCACH TO POILICY-1ILOCL;1A'rrr'rrIATE. ISHIS RE'TO'T, N' IN PRFPAPATION. ;WILL COi-T.I,: FI:ECIFIC RrCO ,MpwrTIONS TO MISSION FOR 1OIICI -ARAS
TP F 'XAmrNFD. IN CONt:ECTIrN IWITHIt THIS 
 AND OTHER rioAe
INSTRUMENTS. % 
4. PILATTONSHIP TO IPIGATIO.1 PROJ'ICT . T"E 3TTtUS f?fnOlOpF IPRI' AN' PID PPOJFCT$ ' rPFISCU.qf'D.APAC
T"'fFPcTAtDS 'TAT r'AJOR ISSUES CONCERNINGW'ATER!'CPF AS IMPRCVFlFNT IN CANAL ' " SECTOP.MAIrNTFNpN. EFWILL -"'OSTFIRECTLY ADDpEyFvi. IN IRPIGATION PNT ON-FAPM-'WATEP'4A'AGFMENT PPOJFCTS. ALTFIOI;CH AGRICULTUIIRAL COAMOITFSAiP F UIIPENT FAAL SHOULD ENHANCF MISSION',c POSITION-ININFTI'FNlCIfG TPI'SE APFAS. 

r. E-.?IPMENT FPOCtTREMFNT MECHANISM:CAPIF CN THF tPFAMS AN AID/W CLpI'YINGOF EFFECTING hifST CCUNTRYCONTRACil -WITP THE PSA ANr SUPPLIERS IS BFTNG SENT SFPTFL. WFILETtVe Il AN IMPCRTANT IMPLEME14TATION ISSUE,-IT-DOES NOT-
AFFrT AUTHORI?ATION LANGUAGE. 
;:. ITAFFING: TRE IXPLFMENTATION PUTPDEN OF THIS PRCJCT
WAp NOTEP, tOTF AS RFGARrS PROCUREMENT OF F.UIIPMENT NrNFFD TO DrEFINE ANJD CAPPY OUT POLICY STUDIES/lTALOCU .FFFORTS CONTIN['. FILLTO APPROVED SLOTS AS RAPIDY AS.POSFIFLE.
 

7. TFLLAT) FINANCIrG OF LOCAL COSTS: APAC AGPYr14IFFION HOULD THAThA'E ATfLITY TO FUND SUCh ITEMS-AS INLATPA!,:OPRT IF NFFrFD TO AVOID A LCGJAM IN DELIVFRY.l'0'EVER. -STRO1NG PREFERENCE IS TO EIICOUPAGE-11OST COUNTRYFlt'ANCIVG OF STICKi ITFMS WHENEVER FEASTLF. SINCEPOPTION OF AFUT!RE TRANICHFS CF THIS-P104*0 WiLt BF FUurt"IT'l PF.VELOPtMET AFSISTANCF. FJN,.. MISFION/GO,-SOULPAWA.Pi OF NEFP AT THAT TIM' FOR FOST 
I-

COUNTRY CONTRIBUT;O;OF P5 PERCENT OF EA COSTS. 
P. fCt'JNTFRPpRT GFNERATIONF: SHOULD TIlF MISSION/GOF
,iF:! TO DO SO. UNDER cEC. F-9 '(FAA), iSF GRANT GENI.RATEDRrlprFv 
 OR SOMF PORTION TIERFOF MAYTF-CRErITEProG'F TRUST FUND AND TO THY-FE USED TO FINANCE MISFION OPIPATION 
Crn5Tcq. 

9. POINTS OF CLARIFICATION: MINOR .ANGUAGE CHANGES'fILL BF MAVE TO CLARIFY FOLLOWING POINTS. (C-RTIS-WILL
r( rT CORRECTED PAGEF.i 

UNCLASSIFIFD) 
 STATE e65ft 1/2
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A. WiC/OEGII USTALCAP-O ppF.FVF!r RFQUY,.F'vFtI sM!V"T 1RF MFT FOR? FERTILIZYR. SE FAFA ANW4EX A.4. 
CEAN SHIPP1Nc COSTS FOR? FF.TILIZFR rHiffnpyr ONj CQD­r.35 

'. 

FI.AG VESEFLS MIAY TF FINV'A'D PJNDEP THE} -TIIOOPAM. -

C. PpC~tqAM TO)TAL? Tll:E T'EFE1?kNCY T.0 THE DOLS 310~ MILLICNIM't TOTA: J!! TB,"- FROGYRIM AGR&Fr'l',T (ANj~X p, PAGF-Ar!!. FALHT IAA%IF 
 LL Ri C0MDlTlCJFD S FOLLCF'TV 'T1 J FPC-GrAt IS ry'I'CTFI' TO TCTAL fQL7 M41 wILLICt'i
I}?FIVI: YEIFf- FVF.Jk.T TO AID PROGpApi ~pppFVAL.-A4VAIL-ArILITY OF FUNPS MlV ACRElNT OF THE~ FPT11.c TO PROCE-" 
~ HATO 

UNCLAS STATE 2/ 

'V.'L, 
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,190037Z MAR 133
 
I OECSTATE WASHUC
 

I-.UEBIL/AMEMPASSY ISLA VABAD -MMEDIATE 6048
 
" I ..C R. HJA/AMFMfASST JAKARTA 3303
 

il.TB/AMBASSY -ANGOK 2002_
 

STT 075858
 

AITJAC, INFO RC1VO 3A NGKO K 

NA
C12-356: NI 

,:qJECT: AGRICULTURAL COMMODITIES AND EQUIPMENT PAAD
 

0-"4E); i'OwRTATION OF TRACTORS 

>:F: (A) STATE 61171: (B) ISLAMABAD 453, 

rUEi POR7IONS OF MR. SARFAS' LETTER tQUOTED RF T) 
TRACTuR -fNTERNATInNALY'"iURATELY REFLEICT POSiTION OF FORD 

SALES PROGRAM.:r1?HATIONS ACCCRDING TO R. PETER WALL, 
'.x,:ilAGER. WHO tVET '4'!I S,/COM STAFF PER REF A. IVR. WALL 

.',ABO11ATED ON rETAILS 0F I'.lACTOI( MARKETING IN PAKISTAN 
:f.h iG SICNIFICANTLY AFPEC'r FORD'S PERFORMANCE AND COMPE­
'ITIVE POSITION UNDER ALLIED TRACTOR JOINT VYINTUIE. 

S.. IN ADLITION TO POINTS CI-TED IN MR. SARFAS' LET'rER
 
ALSO FOIN'rED Ol.T THAT SHIPM:NT OF U.S.. MANUFACTIiREI)
'..WALL 

-,Pi) TRACTORS ''OUL-DBE COIUNTEE TO THEIR JOOINT VENTURE AGREE­

,'IT WHICH R!QUf ES A SI;N4IFICANT AND:-PROGRXSSIEV,Y IN­
.%;ASINC .P RCENTAGE OF PAKISTAN-MADE .COMPON NTS. TIS 

SHI PPED IN '$NOCKVD DOW. (vD) FORMCrATIS THAT UNITS HE 
'.{;CR IS NOT AVAILABLE FROM U.S. PLANT. APAPT FROM THIS 

T?! JOINT VENTURE COr'PANY WOULD NOT-HE AIBLE rO SELL ?'" 
>,•,;ItERADL'f ORF ;PENS1I7 U.S. RUILT 10DELS .310 AND 4610 

VFNvTUEI COMPETITION WITHI THOSE OF THE 1'WO OTHE,' JOINT 
Vf)M"ANIES AUTHORIZED BY '!'}E 0 . 

IF AIDFINANCING OF T)iACTORS IS. CONSIDERED TO 'RE 
BE ONLY WAY.S..NTIAL, ,SWITCH TO 941 cOriRCE WOULD SEM. TO 

, SOLVE FORD'S COMPETI'IV4 POSITION. i[O'EV.'f, IF SUCH A 
'-A!1iFR WERE APFRCVEI) IT W01LI) IAVE ' 0 INLUDF, OTIIPR MANU­

'.TUHIRS' TRACTORS PRODUCEI) IN 941 COUNTRIES SUCH AS, 

t . SSE FFRGUSON. 

FC;D"HAS 941 TRACTOIR MANUFACTURING PLANTS IN INDIA AND 
',ZIL. HOWEVER, INDIA 'OPERATION IS ONLY-40) PERCENT FORD 

'O (CCMPARED2 TO-(~ 0 PERCENT FOR BRAZIL) AND WOULD NO'T BE 

tN ATTR'ACTIVE SOURCE FOR FORD TO SUPPLY TRACTORS. BRAZIL­
,, OPERATION IS CAPABLK. OF SUPPLYING KD UNITS OF 4ItI 

'.-!EL ONlY (AND NOT I(ODEL 3I6, WHICH ALLIED ALSO WI HES TO 

:KT). ALLID.- IS CONJCERNED THAT GOP MIGHTI"NO', RE 
,ii'r)NG TO' ASSURtE THAT NCN-AI'D FOREIGN EXCIIANG, WOULD BE 

.:,AILABLE IN SUFFICIENT QUANTITY FOR ALLIED TO-HAVE A VIABLE 



UNCLASSIFIED- STATE '75589 
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VII OF BOTH TRACTOR SIZES. IN A£1ITION, THERE WOULD BE 
SOMEWHAT LONGIR LEAD TIMF FOR DELIVERY OF BRAZILIAN UNITS 
CQH'PARED TO THOSE PRODUCED IN UK OR US. WHILE MAl3SEY 
ERGUSON (MF) DOES NOT VANUFACTURE TRACTORS IN 'i;E IS, 
HEY ro MANUFACTURE TiHEV IN BRAZIL AND COULD NOT BE F:-
CLIUDED FROM BEING ELIGIPiE TO SUPPLY TRACTORS WITH AID 
FUNDS. FYI, LISCUSSION BT ALLIZID WITH FORD U.S. OF 
POSSI.ILITY OF !MPORTING U.S. MADE MODEL 6614 (86/77 FtJl'INF/ 
PTO HP) IF AUTSOiIzxr BY GOP ALSO DOES NlOT APPEAR PROMISING 
AS FRICE WOULD BE ALVOST DOUBLE PRICE: OF UK PRODUCED 361e. 
tND FYI. 

:5. AEVISI IF 
BT 
#5E58 

SIR/COM CAN BE OF IURTHER ASSISTANCE. SHULTZ 

UNCLASSIFIED STATE 075q58 



ZNR uUU IU"27 '­
-P R 1,9^7Z AFiR 9. 
"' ,'7ECSTATE WASIIDC 
-() 1VFiII,/AMrM1!A55f ISLAVAflAI1 PRIOHUTY 6847
 

BANGoK 3;:10.5
hj"'I:BK/AMEM1BAFSY 
IATA 4041I"Io HOd.{JA/AMH;1jI}A5"')Y JA 


MANILA 7917
R1J1.IML/AM1MHASS'
U3L' 

IjNCJ,Ai STATE 106216 

A! ,'AC 

FA., i : / 

;Ui?JCT: AWICULTURAL COVMUI)ITINS AND ECUIPMENT PAAD ..

OF TRACTORSk591-'0,168) IMFOHTATION 

REFS: (A) ISLAMA AD 05710; (M) STATE '75858
 

1. UPPEI LIMIT OF :55 ENGIN, HP FLIMINATES ALL U.S. tANU-


IACIVJ 	 DE'IRACTOHS CF CulIVJNTIONAL DESIGN BUT DOES OFFER
 

tO;IBJLI',ILS OR INTI;RM DIATE TECHNOLOGT TRACTORS OF 
FOR
Ir-TC 214 ;P. THESE UNITS WiICH COST,APPHuXIMAT;,'.LY 

IN BASIC GASOLINE CONFIG-U.S. FACTORY , PO(1I;rt,!Y DOTLS 5,500 
(WITi FI,TTRIr APPEAR TOflBF WEILL SUIlTED FOR .. 5TART)U11ATION 

V'AN7 DEVELOPING COUNtirY APPLICATIONS DEPINDING, OF COURSE, 
IfO'FVMN1,
ON i?ICF CO1.FFTITION MJI. MARVIfT ACCIPTANC,. 


P?:CAIUSi O, AbS, IC}" (IF .;EXI';IN( DkLER NETWORK FOR THESE
 
T!ACTGiS NIUM1IFRS THAT IIGIGI TIE IMPOaRTEJ UNDER CIP
 

S! ALL SlORT TE]UII.Fi1:ANCIN" WOULE 3E IN 

2. 	RE:,T "<NUWN ANi HOST VFISATILE EXAMPLES OF U.S. IVANIJ-

ARE AGRO-lr'IL
FACRIIED ITERhIIDIATF, CiINOLOGY TRACTORS 


(AANI)ACTUIRED 11f ' AAMAZO0 INTEINATIONAL, sourU HAVEN,
 
CUM­MIG)IGtAN AND TUFF-PILT ,.AN1JFACTUFD BY T.-TRACTOR, 

S'IjG, ';O'1,GI . IN BASIC CONFIGUIATIO0N AGrO-UTIJ. COSTS 
FUB SOUTH UAVFIN F011 17 HIP GASOLINE WITH ELECTRICDUI.3_'9 

CoS'S DOLS 5614 AND (395 RESPECTIVE­s'.ARTINi;; I? IiF LIS1H. 

LY FO}N MANUAL I ELICTI(IC STARTING(. TUFF-BIIT COSTS DOLS
 

34'n-: FOB CUMMING FOIl PASIC 1; HP ;AUOLIN" WITU ,LECTRIC
 
1iP , 	 rONSIDERAIII,TsrititTINC,; 17 UIIE;: FOR TUFF-3ITT IS 	 MORK 

£X~p(4 ;VIE, EoLi 7515 AtiD ?6e:)5 IIESECTIVELT FCIR MANUAL AND 
fCTIHIC STAPTIN'.'. (NEW T40 CYLINDER DIESEL AT 19.5 lIP 

DOTIfSIif;ULI) IF,AVAILAHJI,K SOON A' HIOUCIHLY SAME PRICES.) 

HIEAR TIRES AND GROUNDAGRO-IT.IL ANT) 7IJFF-.ILT IA'E 1.30X21 

OF AlTlfT 2o INCH (.51 CM) AND ARE CAPABLE OFCLiAPANC7 
TRACTOR FUNCTIONS. THEY SHOULDPERFuflMIfN MANY FlIL SIZE 

l IE CON USFU 14 'r S,"AI,. U.S. TYP. l!OIMOW4i'I(
 
FORI LAWN MOWING OR OTHER NON-
ThACTO'}S USYD) PIIIIAIY 


AGli.'uEUIJ1AL USES.
 

3. 31R/CCI DISCUSSID TR IIP QUESTION WITH SIIAIIID PER'.AIZ 
ON AGRO-DUTIIIIG TDY. WE AIE FURWARDING WITH HIM LITRATURE 

ANNEX A.2
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UtICbASl "IED ST&TE 106216b 

Uf IL Al111 TUFF- ILT WItII M AY BE USEFFII' IN DISCUSSIONS W-IT I 
,W;r': . 110i1 rANUFACTUPPf:IS lAiF' EXPRFS:;"i) WILTLINCNFSS TO t4FFT 
'4rilu U,'AIJ Go01 114 PAKISTAN IF IT I' CONSI DRn IEL'FUL. 
Fil, VIR. JOHN (.IAC%7) JENSEN, l)PHSI)El)NC OF KALAMAZOO INTER­
,A1fONAL (/, JIO-IITII,) HAS A PRVIOUSLY SCHEDULED TRIP THAT 

CALLS "OFOHIS ARtIVAL IN KARACHI ON MAT 9, WITH DEPARTURE 
CN VAf 1, 19,32. hP. 1IA:i EPRISSED TO SER/COM WILLINGNESS 
TO AKE SIi)E TRIP TO ISLkMABAD AND/OR EXTEND HIS STAY IN 

1frI';1AIJ P.Y ON Oil MOIE ,CAYS IF 'TRAVEL AND OTHER DETAILS 
CA.t' 9 'dO%'(Eb-CIJT. PLEASE ADVISE VIA SFI/COM OP. TELEX 
. I C'PLY (TELEX NO. '729 42 TENSFNSIIAV) AS SOON AS PRIAC­
'I GPI. AS IIH. JENSEI.N PIIE TO DEPART U.S. ON Oil ABOUT APRIL 
27, 19.3. MR. 1RBPE WAL.,ACE, PRESIDENT OF TUFF-BILT 
(TEIEX JO. : TRITHAC'II CUM) ,IIAS LIKEWISE EXPRESSIED 

.WILLINGNiSS TO 'fnPAVrL TC PAKISTAN FO,? DISCUSSION WITH USAID 
.NIU/Ol r,OP. HF WCULO PRE:FER TO INT.G:CATE THE VISIT INTO 
111S NEXT TRIP TO A NUMBER oF ASIAN COUNTRII;S, BUT WOULD BE 
.i[LLINt ' TO MODIFY RCSN FLAN TO ALLOW PARLY ARRIVAL IN 
PA IST, N, END FYI. 

ANNEX A.2 
Page 4 of 4 

1. i, TIJFF- L'r DnSIG;N ; ITil HYDRAULIC DRIVE AND BUILT IN 
H0iAULIC SYSTEM O'FERS AIVANTAG:S OF VERhSATILITY AND UN-

LSUAL DJRAW.AR FULLING POWFId FUR ITS E;NGINE SIZE. AGRO-
UIfII WITH AIELT DRIVE HAS LIMITED APPLICATIONS IN WET FIELD 
CONEITIONS. END) YI. 

. ~,iWHILE No rUFF-uILT UNITS ARE CURRENTLY IN PAKISTAN, 
i"ISSIOIlS IN IANG(OTo JATATA, AND MANILA 11Y BE A.LE TO 
FRCVII.. INFORMATION ON UNITS IN S.FR'VICE IN THOSE COUNTRIES, 
SFCIh LLY PHIlLIPPINES WHERE SEV,;.N AID FINANCED UNITS ARE 

iN OPERATION INCL1DING SOME AT 11RI (CONTACT SR. FREDLRICO 
V. RAMOS, FARV SUPIRINTFNflENT, IRRI LOS DANOS, .R.P.). 

5. ADVISE I SI.R/CUW CAN HE O FURTUER ASSISTANCE. DAM 

IINI,ASSI FIED) STATE 106216
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Jm SFCSTATF WASIILC
 
TO AMEMLASSY ISLAMAIIi.C PRIORITY 4464
 
P'?
 
IINCLA, STATE 3159'74
 

A I.,AC 

E.O. 12065: NIA 

TAGS: 

FlTli,.T :ACIlICf!LTURAL CCMMODITIES AND EQUIPMENT PROJECT
( 391 -0 4J68). 

PEF: A. ISLAMADM' 15,120, B. STATE 317541 

1. I,AtARAPt :. OF fI:'FTFL P ADVISED TIAT SOURCE FOR P110-

CIEMFNT OF COMMODITIE5 bI)OULD FE CODi 00C. IT T'TIii,.FCllE
 
'OLIOWS', PER SEC 7P OF StlPPLEMENT b OF itANDPOO{ I THAT THE
 

FOURF" Of OCE;AN THAfi'PORTATION SERVICiZ FOR THE DiLIVEIRY
 
OF TilE COMMODITIES MUST NORMALLY Bi COD,. 0i, I. ., CNLY
 
11.S. FLAG VESSELS. 

f'. ' 3ER:COM IF COU'i'',lifIFI,' THAT Tlilrs SillI.Fl I t.10 TIMITATION 

cIOI'I,r HAVE A SERIOU.S AVEIISE IMPACT ON TIIE EXPECTFE 
llOVFli.,NT ANli DLIVUIY OF FE'RTILIER. TiIWtF-MAY NOT FE
 

SIUF.ICIElYNT SITITAFL. U.S. FLAG VESSFLS r.VAILAPEE TO
 
ACCOMPLISH DELIVER}Y AT TIE TIL SERVICE IS REQUIRED. T E
 
LIMITATION WOULD ALSO NOT ASSURiF ADFOUATE COMPETITION AND
 
COMPETITIVE PRICING BY TIE VESSSL OPERATORS..
 

3. THFREFORE, SYR/COM HEREBY DETERMINES UNDER TI.E 
PP.OVI-IONS 	 OF SECTION 7BiB(r) OF SUPPLEMENT P HANDPOOK I
 
.,AT I' IS NEC SARiY TC AUTIiOR12E TiE V"INAINCING 01' OCEAN
 

TRANS POTATION OF'"EiTIII I,/.IR 11(O,ECT 2,91-0468FOti ON
 
VESSE..S UINDER FLAG IitGISTRY OF COUNTIIIE. INCLUDI. IN CODE
 
9,"-'5. UTILIZATICi< Oi CODE 93E CARRIflEiS WILL RF SUPJCT TO
 

.THi: OIIIAI,IFICATIONS STATED IN TIS S1CTION. PLAFE 
INCOPPO1'ATE THIIS DI.TEiiMINATION IN THE. PAAD IN RECARL TO 
TIE ELIGIBLE SOIiCf Of SIIIPPINIG. 

4. TII.S-DETERMINATION IS APPLICABLE ONLY TO TNE EXPECTED
 
FFRTILIER PROCUREMEiT. T'E PAAD SHOULD ALSO INDICATE
 
THAT Til ELICI PLE O'.IJRCE OF OCEAN SIlPPING FOR ALL
 
COMMODITIES OTHER TIHAN FERTILIZER IS CODE iV,.. 
5.
 
ADDITIONALLY, TillS LOES ALTER T, II
l)ETFRMINATION NOT USUAL
 
OFLIGA'rION AS EXPRESSED IN 10A6 OF SUPPLEMINT 1 IliANDBOOK 1
 
TO COMPLY WITH CARGO PIIEFEIENCE REQU111EIhNTS. iAI(

r-,T
 

97,3 N 


IJIJI.,, A: U..' 'TA., , 

http:SillI.Fl
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0 1or0'2rZ OCT 02
 

V,) ,UJC/SFCSTATF*tASIIDC IMMEDIArE 781:5 
!NvO. RUMJRV/AMEMSSY RANGO0 236 

UNC.LAS ISLAMABAD 1531.3 

... rsTAT-r FOR "A/ASIA kND AA/'l FROM DI.RECTOR LION 
IANGKOr FOR VIRAGII 

.r,1?356 NA
 

UIJnJCT. AI,RICUILTURAL COMMODITIES & EOUIPMENT PROGRA, 
- (391-045S) : U.S. FTAZ VESSEL FREIGHT COSTS 

(A) RANGOON 3823 (B) ISWLkIABAD 11075 
(c) IST,AMABJ) 141?9 (D) SAPn 27149 

1. MISSION RECENTIY RECEIVD A LETTER FROM TIlE JOINT 
"-rR'ART O. TEr, ECONOMIC AFFAIRS DIVISION OF TI.E-GOP 

""ISTR'( OF FINANCE, PLANNINg, AND ECONOMIC AFFAIRS 
, ri{E FREIGHT CO . DI' ,.,,. ,,.L. VVSSLS AS 

i.nmARED WITH, ?'Otl-U.S. FLAG VESSELS UNDFR TJ{E FERTILIZER, 
,O('!1IN IV. TE SUBJECT DRO. R1. THIS OFFICIL LETT%,R 

-nT,L,)WS 3ElvR4L TNFORMAL DISCUSSIONS .IIER THIS ISSUE 
VAS ?FEN RAISEn INDEPENDFNTLf BT GOP OVfICIALS OF: THE 
:iP'!ISTRY .F WATWR AND POWPR, MI'qfSTRY OF FOOD AND 
,.', flIULTVFE AND EAD FOR B3Ti THE FHRTILIZER AND 
TRRIt\TION EQUIPM,.NT PORTIONS OF TR SUBJECT PROgRAm. 

r;'tiR OF STJRJECT AlREEMENT 
. - .IWPLIANC'E WITH TfE ,,AR,.O PREFERENCE ACT, ALL 

C.MMOTrI.TTIFS, vII{ THl EXCE?'VIOU DF FERTILIZER, MUST BE 
TIP'-.'>FD ON EI7IER U.s. O PAISrANI VESSELS UNDER THE 

=; 16 RrUTR,MENT. I.4 THE CASE 3F FERVILIZER, BECAU3E 
S... IJNEED TO IARRY (OM'MODIi Y AND FRFICGHT BIDS, A
 

'dAIV. WAS OBTAINED PO PERmIr, TI, SFHIPMENT OF UP TO 5
 
"v'EN? O'v ' F-ERTIIIZVH ON CODE 935 COU.NTRY VESSELS
 
dpTF THE REAINING 30 PFRCLT 411ST BF, SHI'PPED ON U.S.
 

S,. V"S SFL. 0' TRFJ TOtL FY ?2 PROGRAM"O' DOLLARS
 
- ,TI,LIO DOLLARS "34 M1.LLI)U IN. LOAN FUNDS dER 

'?irARKF0 FOR FFRTILIZER AND THE RE"IAINING DOLLARS 

F, .I,',.TERM.q TFE RO"RAi AND 

'A TLLION IN f.r!ilT FUNDS HAVE BREN RE-F)RV ED "FOR PHE 
".'ROC.RM7lNT OF IRRIGATIO0 EPUIp"ENT, I tCLIUDING THE FEES 
"., PROCUSEMENT SFRVICES A'E4TS AND RFI.ArED PROCUREMENT 
•.XP.N..,.S.
 

THE GOP LETTER IS QUOITED PELOW INITS ENTIRETY: 

OIOTE; DEAR DR. LION: 
- (1) ACC,RDING TO SEC. 5.1 3F OUR AREEMENr DATED 

/NZLASS IFIED ISLAMABAD 15313 

http:EQUIPM,.NT


ARL 13, 
 9P2 FOR AR1 LTURAL 0O,. MCVTIES .ND E ?MEIr, ANNEX A.4
' L'-ST 51 PEIC'GN? OT ToE GROSS rONNA('E OF ALL .3UIPENr 
,'ln COMMODITIES IrAS TO BE ?RAN3PORTED 70 ,PA{ISTAN ON 

oN 4 

nqrVAT"LTl 047.18P U.S. CO IFLA; i."'I,1. VIFS3F.LS, TO ?HE
•Y;TEJT 'RAT Sli, VFSS:LS ARE AVAILABI,-, AP FA.rR AND
 
S'.ONA.L1 RAT'%S. (LAST PHRkSE 
 4A.S UNDERLINED IN
 

frTTER.)
 

-
 (?) TrFNDERS FOR THE PURV-H{SF OF FERTILIZER AND
"RT ING OF VVSSP.LS FOR ?RNSPDRTATION OF THE COMMODITY

FlnOr USA TO PAKISTAN WERF INVITrD RT OUR EMBASSY 
IN
 
4StHNGTO4J. 1'H. COMMODII'f A4D FRFT,%HT OFFERS RECEIVED
 
IN RPSPONSF 
TO THE TENDERS RAVE BEEN COLLECTIVELY
A\!A,YSED WITH A VIEW TO A.RIEVIN't THE LOESr LANDED COSr
 
4N0 TPR AWARDS FOR FREIGBr AND C3MMODITY HAVE BEEN
 
MADF AS FOLLOWS:
 

S.NO. NAMT OF SRIP 
 UJATITY FREIGHT RATE
 
- (M/r)NS) (US DOLS PER M/TON)
 

1. STkR OF TEXAS 31,507 10F,5o
2. POTO'!AC/MERR IMkC 21,33 97.25
 
3. EDWkRD RUTLEDGE 12,500 1as.53
 

NON-U.S. FLAG VESSELS 

4. WORLD AGAMEMMON 25, 323 22.22
 
r. ,T!ONS 
 20,aOO 22.50
 
6. T.Z. MICHALSO 
 2ut, 23.87
 

55,320
 

- (3) IT WOULD 1E OBSERVED FROM THE ABOVE STATEMENT

T'.T? T!IE 'REIGFT RATES FOR U.S. FLA" VFSSELS ARE NEARLY 
V'TVE 
TIMES AS HIGH AS THOSE .1?IO3.-AMERICAN VESSELS.TV15t CAN FARDLY BF CONSIDERED iJ3OTE REASONABLE UNIUOTF. 
(QUOTE AND UNQUOTE US3D IN LETTEa.) AS A RESUL' 0F rHSs
"XRORRITANT RAT ,S WE HAVE TO PAf AS MUCH AS DOLLARS A.21
MILLION MORE (UNDERLINED IN LETTER) THAN WHAT WE WOULD
 
RAVE HAD TO PAT.
 

1/ 
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- (4i I AM :UR fO.J WC, .D .'sRPE 1i'ri E'i AT r rR F 

ODTrP DIFFPRENTIAI, (F ,OLLARS 3.,'1 '1ILI.1ION 1S IN EFFECT 


lJvi:'5TD TO r.I, U.S. HIPPING INDUISTR(. WARRANTED
 
','O:,ril; '9IS SUT'3Ty) MTGPT R7, ,9 ri.L T IT IS
 
1PROPAR FOR IT TO RE DEBIrED ro OUR LOAN ACCOUNT.
 

- (S) UNDER ?HRSE CIRCU,-lSrA'4Cv.s), I WOULD REQUEST YOU 
TO ASY WASI.NGTON "0 CONSIDER CREDITTING BACK TO THE LOAN 
VIO,NT THE A.'IOUNT OF THE FREflI.f? DIFFERF.TIAL. 
"T, ',ATtVrL , U3AI'D MIGHT C)I.SIDER .[VI", US AN DDITIONAL 

IOLLARS 5 MILLION 3ALANCE 0? PAYmENrS SUtPORT GRANT r, 
r.ririiIOfI T7F kDVERSE 'FFr OF' I{IOHER F-R£E H' RAFI'S.. r-iE 

FOR rOMMODI,"'TES CkRRIED IN U.S. FLAG VESSELS. UNQUOTE.
 

,,. ' OM4RNT: MISSION HAS IERIFIED THE FI URES IN THE GOP
 
L.7TT!:!"R . THIS MEANS THAT FOR rIFIS PROGRAM ALONE, AS MUCH


'A. Ir .4 PER%' NT OF THZ LOAN "R D3LLARS 5.24 MILLION dAS 
;ISED TO DAY THE ADDItIONAL COST JF SHIPPING ON U.S. FLA3 
V-!.Sc",S. FOR TTiIS A.l'O'Nr, THI' 3 COULD EAVE PURCHASED 
V ,floIrTIONA, 23,00) TO 2:i,000 I/TON3 OF FERTILIZER. FOR 
..,, PROCUR49Nr HICI IS ?LANNCD UNDERP7;,IAINMR nF THFZ ti 

':!PROIRAr. TE;B PRICE DTF FEiCE COLD AMOUNT TO AS 
rI POLL,RS 24 *'IILLION F0? rRIS 5-Y'AR, DOLLARS 33a 

'4rr,LTON ?RO ,.i. SINCE BALAC ')F PAYMENTS RELIEF dAS 
r) IS A :IAJOR OBJEC,IV Or rH RFNEWED ECONOMIC 
"3S. RO1.,&i TO PiKISTqN AND IN PARTICULAR, OF 

T"IS PROiA~M. T'r IS ASY r.1 WPRECIATE THE aOP'S 
N'ISTFRATION AT SEE1N. ?HF 4ALJE 0? OUR ASSISTANCE 

!)nIJC'n q0 DRA3Tl'A7k.L!JT I'T t' 56/54 RFQUIREMENT. MISSION 
7wissy Rr) rilE i'NF4IR AND UNREASONABLEwvuiE "A? 

nS3-RITY IN .?"ILl RATFS BET,,EEN U.S. AND NON-U.S. 
vrPTr; VS: L: As D TII RESULTING S .JSTAN'?IAL3NDERMININ. OF 

NF Ov TRE PRO ArI"S ;.IA.JOR OBJECTIVFS 'JARRANT A WAIVER 
r) T H I R r MIR PROGRAM.5 35 RI MENT FOR T.9-I13 THE SAME 

iU'IrNT FOR FERTILIZER APPLIES EQUALLY TO THE IRRIGArION 
,',2IIIPNT ro BE PROCURED JNDER .'ffIS PRORAM. WHILE TRE 
. )IvT-onIo TlIFFE'?.EN?lL U.S. AND FDRFI4'PPIC vinEE,.N
Wr.r, r.SS- ;LS APPAR'NTLT APPLIES, kCCOR'nNG To PAR.k B OF 

*v.T), ONLT TO BUTL, SHIPIENrS (FFRTILIZERI, IT IS OUR 
.'nZESTAN1'!N(, NJOT,,ITHSTANOIVI PA.RA. B OF REF. D, 'RAT 

"F. TS Al LEAST h 'O-'-"OLD DIFFERENr. IN PRICE BETMZEN 
U.S. An FOREI",N LINERS ON WI i O'HER PROJECT 
rOMMT'IES, SCR AS TEI IRRIGATION vrIPMENT, ARE 
NOIRMALLY SRIPED. 

5. ACTION q-"OUE3TED: (A) I RE .LIZE THA THE 50/53 RULE 
1? "TRMLY BASED ON A LE31SLArInE RE UIREMNT AND HAi' Ir 
!r iL-TARLY ?RESCRISED IN HANDB))K 15, CHAPTER 7. NEVER­
1 LFLS, I Ir'4DFRSTAND THAT TlTE R3EIJIREMENT CAN TE WAIVED 
I CFirAI, INSTANCES, AND I BELIEVE A PERSUASIVE 
rISE PO9 A 4AIVER CAN .E ,DE rt 'EASI' FOR I'.HOSE PROJECTS 
WFERF, 30? RELIFF IS TR" PRIMARY UOTP RAISON D'E.RF. 
rOUOi'TF. IN THE CASE OF PAfISTN, THAT INCLUDES FOR 
,r.,,PRTNrIPLLY THE, Su RJECT PROGRAM. I ASK, THEREFORE, 
"t4fT YOU CONSIDER SUCH A IAIVER WITH RESPECT TO THE 

;R MONr oF 'OMtIIS NST .LREADY FIRMLY AWARDED 
[!NDTR TPTS FRO3Rktl (NAMELY TH? IRRIGATION ?QJIPPENT), AND 
TRAT TRE WAIVER COVER ALL REPEAT ALL COMMODITIES 

p U.NCLA S ISLAMADAD 15310'
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oo r :, E D [!JINc, 'PH,' R M. .IIN; F3UR' YEAR5 0' T11IS Pi 14At. ANNEX A.4 
' TH MT SSION AND THr{ E'BASSY BELIE'' THAT TiE 5.a/5a Page 4 of 14 

PrOiTIRrM!N?' SHOI LD P ?ING WIaH1 *'.AIVFD AS INCONSISTENT 

1' : O'JCTTV s OF T4IS ?ROIR.01 AND CON':RAR¥ TO rHE
 
INTl.:RESTS 03 BOTH TH, USr 4ND ZEEF '0P.
 

' IN ADDITION To A 'AIVFR 3F THE 50/53 REQUIREMENT FOR 
T I' PROGRAM, I RFQUEST TPAT A d&IVER ONe,APPROVED TO ?PR4I1r 
'PTIMr"NT OF ALL COMMODrTIIS FINANCEP UNDER THIS PROGRAM 
i', P: VSS2LS ACHIEVE r5F, MAXIMJM BALANCE OFg.DF335 TO 
VA;.VNTS ,)BJECTIV-, OF THIi PRO.RAM. THE RASON FOR 
,ipll TS A9 FOTLO'eS. AS INDICATED IN PARA I ABOVE, THE ,UT )OIZ*E , . nGRkr"IC CODE m'R SHIPPIN, FOR THIS PROjRA1 

T -.-. AND PAKTSTA.!. ONLY IN TfHE CASE )F FERTILIZER 
5:. A WAIVER OBTAINED TO IMICLUDE CODE 935 COUNTRIES. 

T,% '., 'ANS ?RAT IN THE CASE 3F PROJECT COMMODITIES orHE. 
',=AN FTRIII7, , EVEN IF THE 50/50 REOUIREMENT WERE ro 

t,7 W'AIVED, ONLY U.S. AND PAKISTANI FLAG VESSELS COULD BE
"77* 'MISSION.A.ID .I.BASST BELIEVE IT IS IMPERkTIVE, FOR
 

.
T' I PROGRA;i, TFAT MAXIMUM C3MPETITION BE SOU4iT IN ORDER 
7r' OlniN THE LO4FST POSSILE FREIGHT RATES T]]ENABLE.THE 
GOP 'O UTUI7.."' PROrPAM FINFPS TO THE MAIMUM EXTENT 
?('SZPD,7T. TO PURCFSE COI.1MODIrIES. IISSION AND EMBASSY 
"LT"VT T1FAT LIMI'IN" SHIPPING T U.S. AND PA.KISTANI FLki 
V"S .TSONLY AND ALSO APPLYING THE 5~/51 REQUIREMENT
(1NFPE TffIS PROR.M WILL SFRIUSL. INTERFERE WITH THE 
&TTAINMTNT OF TR S PROGRAM'S OJECTIVS IN ADDIrIN To 
T,RDY RAISING QUESrIONS IN HE MINDS OF OUR ,3OP 

". ,L 7ALrES AS TO TH.F ULTI'MAT BENEFICIARIES OF iHE 
"'N"-WD U.S. ErON(MIC SSISTkNZE PROGRAM TO PAKISTAN. 

2/3 UINCLAS ISLkMABD 15313 
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.;NjH UUUUl) ZZR 
P 16040',Z OCT C-2 
Fl SECSTATE WASHEC 
S{UF!IL/AMJEM ASSY ISLAMABAD PRIORITY 2327
 

RANGOON PRIORITY 9145Lt',O RlJMJRV/AM?31JASS" 
RUMTP./AMEMPASSY 3ANGOK 6770 

UNCLAS STATd1
 

AIDAC, INFO RCMO BANGOOK
 

E.O. 12356: N/A
 
TAGS:
 
SflJE CT. AGNICUL[TURAL COMMODITIES AND EQUIPMENT PROGRAM
 

FLAG VESSEL FRZIGHT COSTS
"91-04(l., U.S. 


1E213
REi,11.ENCE: ISLAMABAD 


I. Wl SHARE USAID/GOP CONCERN OVER TIJE SIZE OF THE 

I.S.,FOFRI',N FLAG SHIPPING DIFI;FRENTIAL. SER/COM HAD 

P,r2qOULY IMFRASIZED THE FIGURES CITE]D BY MISSION IN
 

A hFUOPT TO M/fAA/SER Otl THE EXCESSIVE COST OF CARGO
 

PR F ,RINCE COPLIANCE. NONETHELESS, CARGO PREERENCE 
50 PERCENT OF~I,(LATIC, N JDOES 7CUIRF!; TPAT AT LEAST 


ON US.-FLAG VESSELS TO THE
AIT-SPONSORED CARCO mOVF 
THFY ARE AVAILABLE A'T' FAIR AND REASONABLE RATTSTPNT.', 


THE MARITIME
y(.R u.S.-FLAG COMMERCIAL VESSELS. IT IS 

NOT AID--WHICH rETERMINES WHETHER
AUtINISTRATION-ANE 


MARAD HAS DETERMINEDIATES ARE FAIR 	 AND Fr2ASONABIE, AND 
IN QUESTICN MEET THIS STANDARD.THAT THE RATES 

2. Wf CANNOT QUIBBLE WITH THE CONTENTION THAT CARGO 
SHIPPING INDUSTRY.
PhEiRENCH IS A SUBSIDY TO THE U.S. 

THAT US. PATIS WERE FAIR AND'APAD'S UTiR.MPINAT'ION 
A DETERMINATION THAT THIS
HSASONAPIF IS, IN F"FEC., 

SURSIrY IS WITlIN LEGISLATIVELY-ACCEPTABLEALIlt'E 
AS NOTED IN CHAPTER 10 OF HANDBOOK 1-B, TH'E
LI ITS. 


APPLIED WIHEHE IT CAN BE DETERMINED
.E
.STATUTI NEED NOT 

T[HA'I IT IS NOT FPACrlICALF TO DO SO. WE DO NOT SEE ANT
 

U.S. VESSELSIA.SIS FOR THAT 	 CONCLUSION HFRE. INDEED 
ART7 AVAILATJLE, 	AND AT WHAT HAS BEEN DETIRMINED TC BE
 

1;I1R AND REASONABL. RATES. 

IS NOT ALONE IN EXPRESSING
5. TBE rOVIENtF.NT OF PAKISTAN 

ITS DISMAY AT TIIF P'ES;NT SIZ OF THE U.S,-FLAG 

IS NOT
V)I1FERNTIAL. 	 IT IS BECAUSE TIE GOP'S PROBLEM 

UNIQUE IHAT AIL/W HAS PEEN ATTEMPTING. TO YIND SOrE 
SI)LUTION TO THIS PROBLEM, AND Wv HOPE SOME RELIEF 

NEAR FUTURE. WE ARE CIJRRENTLY'IL BE AVAIIAPLE IN THE 
S,.KING APPROVAL TO PERMIT AID TO GRANT FINANCE
 

FLAG SHIPPIN, DIFFERENTIAL
iir. U.S./FOREIGN 

THIS WILL NOT
UJNIER THE AUTIlOiITY OF FAA SECTION 540C. 

PLACE
3) RETROACTIVE, BUT THE MVCHANISM MAf BE IN 

UN;CLASSIFIED 
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[PIU!l 10 HE NEXT GOF k63TItLIZER TENDER, IF THE Ph-,'OSAL 
I APPROVED BY 'TiiE ACMINISTRATOR, AvTER CONSULTATION 
WIIIi OVB AND INTERESTED CONJIRESSIONAL COMMITTEES. THE 

• ;iCT'F THIS FROCEI'LURE WOULD BE TO ALLOW THE USE OF 
~! CI51]3URSED LOAN FUNDS FOR SHIPPING DIFF?,RENTIAL ON A 
GIAN BASIS, AND TH{EHEFORE WOULD PROVIDE RELIEF TO THE 
Go- FROM INT.RISI AND REPAiMENT OBLIGATIONS. 
iuSIFVER, GIVNN THE HURDLES NOTED ABOVE, WE BELIEVE IT 
wUOLD PE BEST iOT TO DISCUSS THIS POSSIBILITY WITH GOP 
"N'11IL WE H*AVE ATIAINED DESIRED RESULT. 

4. WITH REGARO SHIPENT OF TIE HEAVY EQUIPMENT IT IS 
i,.jSSIjL3 THAT' THI LINER rIFFERENTIAL COULD BE AS HIGH 
AS CITEI: BY MISSION BUT WE CONSIDER IT UlLIKELr. 
SPICIFIC DIFFIRENTIALS CAN ONLY BE IlWNTIFIED BY 
(OMPARISON OF THE PARTICULAR COMMODITY RATES WHICH 
U.S. AND PAKISTAN LINER OP:ERATORS HAVE ESTABLISHED 
IN THEIR TRAFFIC. WE WIOULD EXPECT TO SEE PROJECT RATES 
' !TH DISCOUNTS OF 10 PERCkNT OR SO FROM TIE FUBLISHED 
TAFIF Pi BOTH U.S. AD PAKISTAN FLAG CARIIIERS. 

5. WE SZE NO REASCN FOR ADDING CODE 93i5 SHIPPING AT 
THIS TIME. WE BILIEVE THAT TIE CURRENT U.S. AND 
FAKISIAN Y',A(r AUTHCHIZATION ASSURES ADEQUATE SERVICE 
AND COMPETITICN. SHUiLTZ 
PT 

UNCLASSIFIED 
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,.: 	I .ZZ NCU 2:.dz7 NOV 82 
. vr*jFASSY ISLAMABAD
 

LCTA'rE WASHKC FRIORITY 253 7
 

"L.PI; ISIAMABAD( 16l? 

• 	 0: ASST GC/';;N FRIERS
 
T GTC/HFftBERT MCHRIS
 

2,2 r68. N/ A
 
... ,. A.3RICUI,TURAL CO'MDITIES AND EQUIPMENT PROGRAM
 

.7_-046E, U.S.'.LAG VESSEL FREIGHT COSTS 

kA) ISLAMABA 16-313 (B) STATE 29105(6 

-">JSION:FUESTS EARLY ADVICE AND ASSISTANCE OF GENERAL
 
" L'S OFFICE '17 (A) 1ETERMINE AVAILABILITY C
 
. ' LiFF*ilEN'%'IAL GRANT, FPOVILED FW: IN FAA SECTION
 

.:C. TC THF lIFF:i-ENTTAL BETWEEN UNITED STATES AND
 
GIN'Ci;(NFLAG V7SSE,0 YRFIGii' RATES INCwniY:D PY TUE
 

,'... :v£N?' O' 1Al:IS ,AI. U D'.R THE LOAN PORTION OF THE
 
S; .A(FICULTURAL COMMODI?IES AND EQUIP ENT PROGRAM
 

'N. , ANE (E) I l TIF' APPRuPP. IATF lECHAN!S.t' AND
 
",	 - ' - ; ' G. P I;IO. S IN P AY'NiD YYP3 AG1 .N,
 

; .E! rNT, A'MINISTT'.S ACTION, AND/OR rIL)
 
.. . S H , D N'N'! AL GRA.T FOR F7 EIGHT
7 , DI 'FEP'L 7 


" c iN LOANS UN"ER "HIS AGHESMENT.
.;2.NJTIAL FUTUR. 

POE (F 

AVORALY ACT UPCh TIE GOP COINCYRN THAT THE US/FOREIGN,
 
. lo GAITrS A), MISSION STRONGLY URGFD AID/W 

.A;, ,FI'PING [IFF F?.NTIALS UNDER THE LOAN PORTICN OF 0
 
i12 AZRICULruhL COf'MCDITIES AND .6QJIFMENT PROGRAM
 

.'. u. SJCH MA(NITUDE AS TO SERIOUSLY IMPAIR TH
 
r.7iF:';VS OF 'THE AIL ?RO:RAM IN PAKISTAN. THE AID/W
 
FS£ (iE,F N) (N,.ICAES '' AT AI!)/W SHARED THIS REAL
 

'.....".B 1T, Al Tiii SAM}, TIMS, PROVIDEI) No) PRESENT 
F. SINCE GC HAS A LONG IN71OLVEMENT 4J''H THIS rssui, 

;lN 	 CONSIDIRS IT APPROPRIATE TO REQUEST GO ASSISTANCE
 
f;,SCLV 'IBIS IMPORTANT ISSUE.
 

-. A SECTI N 6 " ,..STION 64,,AC:TED IN 1q73, APPEARS TO PROVIDE' ... .	 i ...S'SARY F (, I5LATII VE .C.HANISM TO PROVIDE SOME
 

- .uF Of }iLIE7 FOIR RIcGnr DIPFERZNTIALS UNDER
 
.... T'ANCiS -AS NOW EXIST IN PAf.ISTAN. IT IS PROVIDED 
?UN ~PIAT QUCTE... FUNIES MAtE AVAILABLE FOP THE
 
iSFS OF ... CHAPTER 4 Of PART I (ESF) MAY BE
 
L 2O MA'.E GAJTS TO iGCIPIXENTS TO PAY ALL OR ANY
 
:CNJ 0F SUCH EIFFP T;'W'FIAL AS IS DETP,-4I1NED ... TO
 
, ' ?T',,EN U.S. AND FUtIEIGN-FLAG VESSEL CHARTR OR
 
>.. -PPAT,.S U,,{UCTE.
 

', j.L. ;PiINION3, r:A'ING A. FAR BACK AS TO A YEDRUARY 7, 

)If.N(T, ASS IF I.' 	 "4::" Ar'. 16; .. / 



,'/: MiIVORANDU FROM G(:./P.., T(" SERR/COM/!10, .If 1.AT! ANNEX A.4 
.;iA'? Thi FAILUPF CF A.I'.,. .'0J FORM-ALLY qisL' Page 9 of 14hiS 
" fS I ATIION WAS k ?U.-I.)UCT (v ritl: YFCT T AT THE.' SC 

yl Ft "SA F'UNDS "' WEtE TI!J'EN IEIN- J)IS3iJ';D ONLY ON A 

iANT I.ASIS. THLS, CF COUPS9, IS NO LON(GER TH.E CASE. 

IN 1974, A SECOND M'tUORANDUM FROM GC/PNT TO, AMONGST 

CTEERiS, SES/CM R9CCGNrZFD IAT 640C WAS DESIGNED QUOTE 

-
-

() TO RELIEVE THE IIPORTING COUNTRY AND THE 
;,,:D--USER OF ThE ADD.D COST OF SHIPPING 

ON U.S.-VrA Vr'SSELS TO THE FXTENT REQUIRED 

- 57 THI CARGO FFE- LRENCE ACT; 

-
-

(2)TO II)WNTIV, TU. FACT 
DIpFFEIH'N'iALS IS NOT 

THAT PAYMENT OF SHIPPING 
ASSISTANCE TO THE 

- ffCIHIFNT CoUlNTItf BUT RATHER SUPPORT FOR 

- THE U.S. MARITIME INDUSTRY; AND 

(~31 TC ASSIST FtIVAT!*l.Y-O',D U.S.-FLAG VESSELS 

-'PC SICURCAI.O:YS UNDER A.ID.. FINANCING 

- UNOUOT.• 

T"LS LEGISLATITl I NTFRXSTS ARE EXACTLY T11OSE WHICH 
(A).A"E ALIPISS Er Y THE GOP LETTER TO USAID AND REF 


13. IN THIS SAME 19174 MEIVORAN])UV, IT WAS STATED THAT
 
STANDAPt 	LANGUAGE WAS 4EtINC PREPARED FOR UST IN
 

LOANS OR 51RANTS WHERE
iCvPII"wV:NTATION LY.'TTRS lJ-N)E'R 

SHIFING LIFFRlNTIA. iUNDS MAY BE MADE AVAILABLE
 
PUPStA""T T1 SiC'1ION 6,ioC AU'cvrITY. N'NETHELESS, AS FAR
 

AS THIS ? ISSION IS AWARE, SUCH S'TANDARD LANGUAGE HAS
 

NOT 3_.N r.RFPAFZl' CR AT LEAST 'IAS NOT BERN MADE 
AV II,A3Lr TO THIS MISSION. ACCORDINGLY, WHEN TIlE 
AGPIrI1I'UHAL CC vUDITIES A:D EQUIPMINT PROGRAM AGREEMENT 
WAS SII,D ON APRIL 13, 19,1?2, NO PROVISION WAS MALE
 

TN PF IT GRANTS FOR FR1EIGHT DIFFERENTIAL TO ADJUST THE
 

SU.STANTIAL INEOUITIES CREATED BY RIQUIRING USE OF U.S.
 

FIAG CA}IRIE)RS. 

7. '[IS ISSUE AGAIN SURFACED IN THE G.C. FILES IN
 
FElRUAY 19E2 WHEN G.C., IN AN OPINION TO SER/COM,
 
INDICATED "... TEE AGENCY SHOULD MAE NEW EFFORTS
 
TO IMIPL8MIN1 SECTICN 640C &UTO.RITY". THIS G.C. 
mEMOiNDUM SPECIFICALLY, REPEAT SPECIFICALLY, MADE 

1/2
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'.-. E Tc THE IMPOPTANCE OF GIVING NEW M ANING T0 
'~1 Or; 640C IN ~THE CONTEXT OF LOANS W.11CH MA T BE OF
 
~ICULAJR lMPCRTANCE IN TIE LAR~GE COMMODIITY PROGcRAMS
 

j PAKIST'AN. NONETHELESS , NO Il S ION TO TH.,
:"1 A6 .VI'

x-I ANtIOOK HAS DiXE DFVFLOPED, NOR Glil DANCE' PROVIDED .-


TA T!-a-,1 W O*-HF---3:vT_ A.....-:.... -:-.:-.TT-H'- 15 c A-- HW.-=:]-,,SUBf;CTIF1,-- ,-- - ...Io M:. 10N, -T- B _2-AF.A 

:'*!.T,,A, IN AIL/, TO f'UARY ,L1,,CUNOLY AS 
*. 

.. Il E 19f2 OR
-'S,"SLBLZ tCHANISMS TO IWPLEM NT TH.,, LEGISLATIIVE. 


~.AEOF 640C.. 

rSS!ON BFLIIAVES ITl is NECESSARY ANI5 APPROPRIATE,
 
F REASONS DISCUSSED IN RtEF (A):, AND IN ACCORD WITH
 
I' LUNG .RECOGNIZEI rUT UNIMPLUMENTED MANDATE OF
 

1 'C, TO PROVID)E FILIEF TO THE GOP FOR FREIGHT 
F;,{1 kfNTIALS INCIRRD. IN FYISC2 AND LIT'ELY TO BE
 

I JR}.,C IN TH W FUTURE UNDER THIS PROGRAM.
 

tiION, THEREO5XE, HQIJQESTS G.C. ASSISTANCE IN
 
!:Y1IRMITNING" 

' 1. 


THE AVAILABLtlECHANISM AND PROCXDIJE TO
 
P'A..' GeANTS TO TIE GOP TO COVER BOTH THE DIFFERENTIAL
 

-
.WEI EN THE COST,OF SUIIMP1NG AID FINANCID GOODS CN 
U.S. FLAG VESSELS AND FOROIGN FLAG VESSELS UNDER THE
 
LuAt PORTION Cl THE Yl 2'PAGRICULTURAL COMMOITIES AND
 
" JIP'PINT PROGRAM, A D UNDER THE-LOAN PORTION OF THE
 
-LAN"E_UTURE TRANCHES OFTHE AGRICULTURAL COMMnDITIES­

, , PMET FO'IRAM. TO REPEA?, TIE MISSION'S
.".,t. IT IS, 

.:):?(.ION THAT FAA 64,; CONTEMPLATED JUST SUCH
 
AD-1U.3Te NTS AS ARE H!REIN PROPOSED AND THAT
 
..i, INTIREST Of, THE AID PROGRAM IN PAKISTAN WILL BE BEST
 
3S-^tVED BY RECOGNIZING AND CORRECTING FOR THE FREIGHT
 
DIFIRENTIAL UNDER BOTH THE 1982 AND FUTURE TRA4CHES
 
CF TIS "FROFCSID FIVE YEAR PROGRAM. SPIERS
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.O 
 M! 'OPA!DUM FOR THE ADMINISTRATOR
 

: ES 
 j t • Q. 

O 	 : AA/M, R. Tom Rollis
 
AA/PPc, John 
 R. Boito4 .
 

SUBJECT: Shipping Differential - 4 oreign Assistance Act (FAA)

Section 640C
 

rroblem: To implement fully Section 640C of the FAA.I/
 

Su.-rnarv: Section-640C was enacted in 1973, at AID's request,
as a mewis to relieve its borrowers from the costly and
negative impact of the Cargo Preference Act on the foreign
assistance program. 
In some 	cases it may cost five times as
much to ship cargo (e.g. fertilizer to Pakistan) o, U.S.-flag
vessels as on foreign-flag vessels. 

The Agency has not made full use of Section 540C authority to
rinance the U.S.-flag shipping differential on a grant basis.
Current AID policy authorizes Geographic Bureaus to allocate
 grant funds to cover ocean freight differential but does not
 
provide for the use of Section 640C in connection with
,indisbursed loan funds. 
 The Bureaus have been reluctant to
shift grant funds from other activities in order to cover
 
shipping differentials.
 

1/ Section 640C provides:
Shipping Differential.-For the purposes of2acilitating implementation of section 901(b) of the Merchant
:arine Act 1936 (46 U.S.C. 1241(b)), funds'made available fort-ie purposes of chapter I of part I or for purposes of chapter
4 of =art 
II may be used to make grants to recipients to pay
al. 
 or any portion of such differential as is determined by the
E:retarv" of Commrerce 
to exist between United States and
:zre2.cn-fil~
- vessel charter or freight rates.
un*r-4s 	section shall be paid with United Grants madeStates-owned 

reign currencies wherever feasible.
 

purpose 	of this section was threefold:

(1) to relieve the importing country and end-user of
 

4-.- added cost of shipping on U.S.-flag vessels to the extent
:eqired by the Cargo Preference Act;

(2) 
to identify the payment of shipping differentials
as 
suport 	for the U.S. maritime industry rather than assistance
 

recipient country; and
-
(3) to 	assist U.S.-flag vessels to 
secure cargoes under
A fi nancing. 
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g1-~ US~ FRXIGHT COSTS.
1FLAG VESSEL 

• ErtENCE' (A) ISIAMABAr I667E (B) STATE 291056:
 
'* (C) IILAMABAD 15."13
 

(A),RECU'ISED ASSISTANCE OF GC IN DETERIMINING
 ., I'EFT'It 

AVAILAI3ELITY OF Sf1IFkING DIFFERENTIAL GRANT IROVIDED FOR
 

COMMODITIES UNDER
 

UNDERSTAND
 
""~ S)ON 64i) C FO0/LOAN 0A1 -INANCEI 

Ai R 1RWlL'TURAL CCMMODITrIES AND.EQUIPMENT FROGRAM. 


*,J,IAS PR PARED'MEMORANDUM .?FQUESTINGAPIPROVAL OF A/AID
 
PROVISION.iR ArPLICATION OF rTIS 

OF THIS REQIJSt, PARTICULARLY8.HEQUEST UPI2ATI, CN STATUS 
3INCE YY 8.5 PAAD AIENDMENT FOR, THIS ACTIVITY IS NOW
 

AND IS EXPECTED TO BE SUBMITTED TO AID/W'31ING C 
.
..
O. AUTHORIZATI'N 1N APiIL. ,(IVN IN'rENSFECOP CONC. 


!1EGARLING F'RIGHT DIFFERINTIAL, THIS IS-LIICELY TO BIC
 

F, T OC THE AMENDMENT. WE 1NEED
:AIS R0 DURING %GCTATI 
SPIERS
EARLIEST POSSIELE INDICATION OF APPROVAL. 


#4%36F
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a are Liformed byz9rrnits The Agency the 
to use 

Office of General Counsel that Section 640Cthat authority in one additional 	way.
£action 640C permits the Agency to use loan funds to pay ocean
<eight differentials without including the amounts so paid in the
1an repayment obligations of borrowers. 
Loan funds administered
this menner may be countad as loan obligations for purposes oftie loan allocation in the appropriation legislation. See legal.:.inion at Tab A. 
1 iscu:ssion: 
The legal analysis makes the following points:
Co_ ngress provided Section 640C authority in 1973 to relieve 

(1)
 
:rrowers from havinq to pay the high cost maritime subsidy and
t* remove the disincentive to use U.S.-flag vessels generated

is:,
the subsidy. (2) Section 640C authorizes the Agency to use
either grant or undisbursed loan funds to pay the ocean freight
differential. 
 (3) The pro-ibition on the forgiveness of.
principal and interest contained in FAA Section 62 0(r) is not
applicable as long as no loan repayment obligation is created.
(4. Although the statute requires that U.S.-owned foreign
currencies be used to cover 
the differential whenever feasible,
we do not believe such payment is feasible except where U.S.-flag
carriers are willing to accept foreign currency as freight payment.

(Tab A.)
 

A substantial 
wnount of AID funds are presently used to pay
shipping differentiels for AID-financed bulk commodities.
M/SER/COM estimates that the amount in CY 1980 - under bothloans and grants - was $30,500,000. 
 In CY 1981, it was
$8,300,000 and in CY 1932 the amount is expected to be about
$31,000,000. 
 (The low 1981 figure results from the timing of
some mjor shipments of fertilizer to India and corn and coalto Egypt.) These figures do not include the shipping
differentials associated wiith Israel or PL 480 Title I1
cargoes. (The extra cost of 
shipping to Israel on U.S. flag
essels will amount to approximately $40,000,000 in CY 1982.)
 

we propose a change in Agency policy with respect to approxi­mately $11,000,000 of the expected CY 1982 'amount which will
be attributable to loan programs in India, Pakistan and
Zambia. 
 These are the major programs where bulk coma.odities
re no-; financed by AID on a loan 	basis. Under present policy
the Agency would not apply Section 640C to these procrams
:~-s=e 
they do not involve a reallocation of grant unds. We

-',;1:! aoolv the authoritv to these loan prcgrams and to anyothers ;here bulk commodities were financed. 

Cx:r prcoosal to shift these ocean freight differentials to agirarit basis could be implemented by means of an internal . ,cuntingentry. 
 The Office of Financial Management
hai been involved in discussions concerning this procedure and
assires us that the mechanics cf it could be worked out and
.on.tored administratively. We expect to apply it to shipmentscf zul' commodities under charter where the amount of thediferential is most readily measured rather than to linershimen~s which are usually small and more difficult o
 
measure as an administrative matter.
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we recommend that the Agency adopt this proposed use of Section
 
640C so that borrowers of AID funds can be fully relieved of
 
t:-e ocean freight differential cost which constitutes a subsidy
 
.c U.S. maritime interests. If you agree, we will initiate
 
cinsultaticns with Of.IB and the interested committees of the
 
Congress. Ile believe such consultation is advisable because the
 
athority has not previously been used to pay for ocean freight

differentials with undisbursed loan funds.
 

Before approving this proposal you should consider whether or 
not to go forward at this time in light of the impact of the 
p-roposal on the federal budget and the potential Congressional
reaction to it if presented now. There would be some (though
minimal) impact on the Treasury of relieving borrowers of loan 
repay ,ent obligations in the amount of the differentials. The
Agency may also face criticism on the Hill for proposing ncw what 
could have been proposed in 1974 when the legislation was eacted.
On balance we believe the benefits to the AID program of the full
implementation of Section 640C outweigh these potential difficulties. 

You might also consider the feasibility of resolving the shipping

differential problem more fundamentally by seeking a separate

line item to cover the cost of the differential either in the
 
appropriation of the Maritime Administration (preferable) or in
 
the foreign assistance appropriation. The Agency considered
 
seeking such a resolution in the past but decided against it in
the face of arguments that the amoutnt needed could not be accurately
forecast and that the level of foreign assistance appropriations
might be reduced by the amount of any such separate line item. 
If the subsidy were shifted to the Maritime Admj.nistration the 
Agency's problem would be ccmpletely resolved. This approach
could be considered for the future even if the proposed use of 
Section 640C were adopted. 

F.ecomn-m-n6ation: That you approve, subject to consultations with 
o:.i and the interested committees of Con-gress, the use of 
tndisbursed loan funds to pay ocean freight differential on z 
grant basis without including such amounts in the loan repayment
cb2igations of the borrower. 

Approved: -- ,-

Disapproved: 

la07 1AR 1 3 
A-.ttach-ment: 

labA - GC/C: opinion of Feb. 1, 1982 

GC :Cv~rman 
/SE/C01-1:WC chri 

_ 

LEG:Denninq_
 
S.'T
-. K i s :/ 0M/F/: ESOwens 

r.s: a.:se:9/22/82(revised:l2/ O0/82:X21170 
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A DAC
 

F.'. 12356 N/A 
Us5j32.Cl: AGRICULTURAL COt'MDITIS AND EOUIPMENT PROJECT
 

- i,391-&4;3): PRELIMINARY OVERVIEW OF AGRICULTURA
 
SECTOR POLICY ISSUES, DIALOGUE, AND STUDIES
 

2T , 'U.NCE: (A) AGRICIJLTU}AL COMMODITIES AND EQUIPMENT PAAD 

(B) 82 STATE 24I09C (C) 8e2 ISLAMABAD 17394 

*i F.-OACH 

•OLICY FRAMEWORK 

T '4 TO T.HE SUBMISSION OF THE FY 1983 AGRICULTURAL 
.:,.)l',':I1S AND EQUIPMENT PAAD AMENDMENT, MISSION WISHES 

' "R WITH '.ASHINGTON THE SUBSTANCE OF THE POLICY 
1..:.,,U CUR}TNTLY TA'rING PLACE OR PROJECTED AS THE 

[j;)I,'vIAT COMPONENTS OF THE AGRICULTURAL PORTFOLIO 
E'JID7 ETaP IL. WHILF IT IS TOO EARLY TO GAUGE THE 0 

[ AT OF CURRsNT DISCUSSIONS, OUR E0PERIENCE TO DATE 
ZU;PAHS T, WIDELY HELD VIEW THAT THE GOP POLICY 

.- GENERAL AND ACTIONS SPECIFIC TO'tjf?;IN POLICT 
A, :W;ULTURAL DFVELOPVENr ARE CONSISTENT WITH AGENCY 

I'.CY ;UiDELI NES AND 'CEAT THE GOP IS RESPONDING TO 
:U.:;JUINS FC POLICY CHANGES. THE POLICY FRAMEWOP 0 

D'iYORCE EVCLU'TIC,1ARY, REQUIRING CONTINUING MCDIFI­
.A:?iS AS IMILEMNTATION MOVES FORWARD.
 

,,,
?i A COMBINATION OF AGPEIEMENTS WITH THE IMF AND 

. .; 5 BAN, TJF. GOP IS COMV.ITTED TO N OVERALL o 

.'A:Ro POLICY OF FISCAL RESTRAINT, RELAIATION OF IMPORT
 
1 F:; TOR'T TESTRI CTIONS, ATI ONAL PRIC IP4G POLICY IN
 

t 

5'11CAL SECTORS AND, IN GENNRAL, A BIAS TOWARDS
 
.'.U;ING TH.E ROIE OF THE PNiVATS SECTOR TO ACHIEVE
 

" 
T , ON t IC GCAL . 'TEIN TRIS POLLC FRAMEWORk, 
.}![C' 'HE MISSION CONSISTENTLY REINFORCES IN MEETINGS WITH 
•J* ui-..ICIAiS, OUH TiiFORTS IN THE AGRICULTURE SECTOR ARE 

POLIC" IMPLE -. :. - TOWARES IDENTIFYING, At-I SUPPORTING 


'"")N...ACTICNS "WHICH ARE CONSISTENT WITH THE OVERALL
 
"i'MT"',OR" AND SPECIFIC TO THY, PROGRAMS SUPPORTED BY
 

. ', THE POLICY DIALC.(UE ENGAGED IN A.I.D. TENDS
. BY 
E ANSWERS TlG THE QUESTION, WHAT CFANGES ARE NEEDED 

7C :ACIEVE 'IBF OlJECTIVe{S) OF k SPECIFIC PROGRAM? THIS 
'. NC,.,U)E PRIC-. POLICY, IfSITUTIONAL REFORM OR 
.LlItiNATION OF CONSTRAINING REGULATIONS.
 

- B. POLICY LISCUSSIONS 

,/ UNG LASSI FLED ISLAMABAD 1734
 

http:Us5j32.Cl


I 

COT If-y DISCUSS IONS ARE '-1.'NDUCTED WITHI'NTHE PROORAM AND 'ANNEX A, 5
Cl7r13IDLI NES EST APLIVIVD DU Ri NG 'lIE NEGOT IATI'ONSV

~US, ae oA:]G 1 W,,OT S.TRESS V1E NEED OR NAJOi,.... rJ,.LI":..s .I F .'r) (-lr:.'Ur..JR, agj i'r{,nL .. .. "i ... "'"
ge 

.. 
o

>':OV .... n ra.. '.:.. " 

...... ... O V R A L POLI Y, A (.I1 , . 1' NT S.
 

J')Jf,,FN'1'NT T2ATI THE* ECOtCIC ASS ISTANCE PROVIDEDJ kY THE' r''IUTI RE SUFF.RTEL', IN GFNERAL', BY A FAVOIIABLE POLIC Y

!R" NMFNT. ACCCRDIN,LY, TIIF POLICY DIAL)G' TAKI.G
 

. AG;•NUW DURIi,, tifF, DSI, N PhASE 
 IS , ON ',rE ONE.,k (,ONSTRAINFEI: BY TH? LIM(1TED LEVI)RAGE AVAIALABLE TO I.... 
. r:0 QUOT INTS~' IINQUO'"ON) SPI ,IY IC-f.Y CPOCNDI-SCN , (iIICHWCULD UIiT A CHANGE IN THE IMPI1CIT ,

T bN'WS" OF TH1I ORI3GINAT , A ,'RR,MS'N T) ON THE OTHER RAND, . " . 
D1:J- :i:3SIONS ARE ENITANCED B*1 AA ATMOSPHERE OF. CO-EqUAL
' . !PA7ION WliRE THE OJECTIVF IS TQ IDENTIFY THE MOST
A. "CPfiIAiE MEIANS OF ACHIE'IN,1G( MUTUAL OBJECTIV.S. i . 

*!'f.." EXCEPTION IS IN THE AREA OF NARCOTICS. THIS IS AN

.',.I'! ITY AND At, ISSUE'.4HICH WAS NOT DISCUSSED IN THE,

'.J GINAL t G('I'ATIONS. IN TlE SHORT TIM,PTEE' SINE 


! .. 1;;tT li)8I NEGOTIATIONS, THI? ACCELERATED GROWTH OF.

1.-1GTi.S-RELjATF,) PRCBI,. 
 S INI PAKISTAN, HAS .STIMULATED -;.POLII SCUSSI1OTS ON TItIS CRITICAL ISSUJE. .APART FROM
 
'EP.NATIONAL TRANSACTIIONS OF SPECIAL CONCERN TO THE.
 

U',, H-RO[11 AD ECTION IN PATIS'nAN HAS SHARPLY MOVED
.j CUL',VATION AND HEROIN PRODUCTION UPWARD ON THE
 
) ;"., CF COP POLICY CONCERNS.
 

".• POL ICY ANALYSIS 

•,-,I SJUING POLICY ANALYS IS IS A DISTINCTIVE FEATURE O,...:F MISSION'S STRATE;Y TO ENGA(IE THE GOP IN A POLICY 
, .iIOG1JF. THF OVERAIL ECONOMIC POLICY FPAMEWOR. WAS* .i;'.N-D IN IGei. .HY SCHIAVO CAM"PO, SENIOR ECONOMIC J i..

A:),CIi., A.I.D./WASHiNUTN. R,.CEN'TLY DR. KENNETH NOBE, .

1"V&iRMAN, DEPARVTIENT OF AGRICULTURAL ECONOMICS, COLORADO .


'TAT.. UNIVERSITY, ANALTZED A.GRICULTURAL POLICY _DEVELOP-.

M'. OPTIONS AN) PRIPARE,9 A PRELIMINARY RANKI:NG OFLONG
 

. .. 5 'tI AS SOHRT-TERft POLICY AREAS. NOBES' REPORT (con l 

Bi'1N' POUCHED) SUGGI STS SEVERALSPECIFIC ACTIONS FOR 
I.?',?D1IATE EI:PBASIS IN THE AREAS OF PHICE AN) IMPORT/ 

1/ UNCLASSIFIED ISLAMABAD 1734:
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Dy.':r'[i!? ADJUSTMENT3, [RRI JION WATER, AAILABILITY 
:,,;I,'..D IN-UTS, AND MA.PKETINtI AND [N0RASTRUCTUHE.ii THE LONGE TRM h' REPORT RECOMM; NDS STRENGTHENING 

,- t- I: AGRICUL'IUIAL UNIVERSITIF.S, ENCOMPASSING TEACHING, 
[:'..;S,;!A(,.H Aft) ET4,NSiCN PUNCTIONS USINITHE SO-CALLED LAND 
GtA SY,sYST,M; CCNTINUING WITH THE POLICY. STANCE IN IRRI­

~ ,-OWAi;R SUPLI .S WU ICH IS MOVING TO BiETTER MANAGEMENT 
',F '1i XISTING RESOURCE BASE; AGOCELEIlRATING RESEARCH AND 

.,V.LLPI!NT EFIORTS FOR INCREASING THE UTILIZATION OF 

PA I IANIS NOCN-1IR GAT."_. LAND R.SOURCFS; CONTINUING WITH 

A;-!2ULTUPAL P5I0)UCT OIVERS IFI CATION EFFORTS; ACCELERATING. 
RUAL 2SVILOPMENT YFFORT3; AND BEGINNING 
:OMIPREBENSIVI STUDIES FOR ASSESSING AGRICULTURAL MANPOWER 

17NE'rS AND THE LAND TENURE SITUATION. 

ANNEX A.5 
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IN ADtITION TO THESE MACRO LE7EL ASSESSMENTS, MORE 
FOC.:USED 'FXRTILIZER AND CILSEED SUB-SECTOR STUDIES HAVE 
iwiEN COMPLETED OR ARE IN PROGRESS. INVESTIGATIONS INTO 

THE PRIVATIZATEON OF FF.RTILIZER MARKETING WERE COMPLETED 

IN OCTOBER 19F2" (SEE PARA .). THI. CIISEED STUDY WHICH 

WI.L, INTER ALIA, ASSESS THY COMPARATIVE ADVANTAGE OF 

OE[S.) PRODUCTICN IN PA.KISTAN, IS IN PROGRESS. THESE 

ANA.TTICAL Olr'S 7ORt" TIE BASIS OF OUR POLICY DIALOGUE 
ON 'TiIS-F ISSU.S WITH TH, GOP. AS THE PROGRAm DEVELOPS, 

ADLITION,AL POLICY STUDIES WILL BE COMMISSIOND. 

2. POLICY LIALOGUF 

SPECIFIC EXAMPLES OF THF SUBSTANCE AND 
AGRICULTURAL FCLICY DIALOGUE ARE GIVEN 

TONE OF 
BELOW. 

- A. WATER SECTOR 

- (I) MISSION HAS AGREED (WITH THE WORLD BANK) 

CN fINANCIAL MEASURES FOR 0 AND M E4PFND1TURES 'rC REVERSE 

KHE r, TERIORATION OF THE INDUS 'ASIN IRRIGATION SYSTEM. 

SPECIFICALLY, PROVINCIAI GOVERNMENTS RAVE AGREED TO 
INJCRASE WATFR RATFS AND MEET BUJDGET TARGETS FOR 
ALLCAT1CN FOR 0 AND M EXPENDITURES. ADDITIONALLY, TIE 
Goi IS CARRYING CUT A STUDY OF ALTERNAT'IES TO TURN OVER 
T") T.-i PRIVATF SECTOR PURLICLY OWNED AND OPERATED 
TUPiWELLS IN FRESi WATER ZONES. 

- (11) A MAJOR ACTIVITY UNDER THE IRRIGATION SYSTEM 
;.L..NAGiE! PROJECT IS INSTITUTIONAL IMPROVEMENT. DURING 

": ,OURSE OF PROJECT IFLEMENTATION, PROVIN.\CIAL 

IRHIGATION DIEPARTrENTS ARE COMMITTED TO EXAMINE CUPRENT 
OPERATING EFFICIENCY. WHILE SPECIFIC CHANGES HAVE, NOT 
f.,T 3"'jN QUAN1IFIED -QUANTIFIABLE INDICATORS WILL BE 

DiEVE.,CPHE DURING TIlE COURS, OF IMPLEMENTATION- THE 
A.TITUDiS OF IRRIGATION ANr HIGH LEVEL FEDERAL OFFICIALS 

tviE CIARIY CONDUCIVE TC INSTITUTIONAL CHANGE. 

- (III) 'Pitl LESIGN CF A PILOT COMMAND WATER MANAGEMENT 
Ci OET OF THE ISM PROJECT IS N4OW IN PRO' PESS. DURING 
TBE .FEIGN OF TBIS COMPONENT, ADDITIONAL ISSUES RELATED 
TO T)!. ECNOMIC ANI INSTITUTIONAL FRAMEWORK OF WATER 
'A1AGE1'FNT WILL E EXAMINED. SUBSTANTIAL CHANGES IN 

2/ UNCLAS ISLAMABAD 01734 



M7$T 	AND RINA AF, EX PEC'"ED TO-OCEDURES
I.'d a 	 N is. . .H 

P1. 4$
8 0TITLE, I 

.	 MPOJVE T-ION 0 'T- Tr-1 -1.I UG ? S i ? G A
 

NKE7 TO A COMPANION D F VELD(P, ENT PROJECT
 
(IJL'VI1AL PRO EIJC'IOIN, DLSTHI BUJ'IQN AND STOrFA C)
 
, THE 7.SI(,N STA(,, ' 0 SUPPOR THE FnI 1LE OIL
 

DISCUSICM'I CN..,RYUU.DEWAN Y TO EN HANCE
A 	 THP 
* ,,;.,,. ~'J. ,TH. PRIVA'IF SECIOR IN 'r; F L.L OIL INJDUSTRY 
A. 7,o RATIONALIZ'"TIE PFPICF. STr uC TUi 

, isRICUITUrAL FR.UDUCTION, DISTRIBUTION AND STORAGE 

ar.. ARE TiiREE ACTIVITIES UNDE' DFSIGN. POLI, T DISCUS­
,.., ART U;NDE IAY FOR CNE COMPONENT (DESI ;N IS MORE
 
':;.( AND IDINTIFICATION OF POLICY CONCERNS IS
,.CEb)~iIiUDID IN THE REMAINING TWO. 

(I) A N!, FRWJIT AND VEGETALE MARKETING BOARD IN
 
,P W LL BE A MAJOR I-NSITITIONA. iACTOR IN THE- IMPLI­

."'TON 07 THE AGRICULTU.AL P.RDUCTION, DIL I'pTION,
 
A.TOyAGE PRCJECT. PhVLIMI NARY RVIEW OF TE PROPOSED
 

S';.,CE TO ESTABLISH' THE BOARD REVEALED INSUFFIC, ENT
 
,'C.;TN TO TH1 PRIVATE SECTOR. THIS CONCERN WAS RAISED
 

.i-tfi F.ROVIJCI.AL AUi'rfORITIES AND, IN A MEETI N IG
WIM, THE
 
.,.ViFCR OF TEl' WFF, THE M[SION DIRECTOIiR SUGGESTED THAT
 

T.i FINAL AFPRCV. OF Mf1E CRDINANCIE BE WITHHELD UNTIL THE 
i?;.fNVENV REVIEW E AID CONSULTANT RECOMVENDATIONS. THIIS
 

'S AGREE"" ANE THi. r?.:S GN TFAM (UPON ITS RETUiRN IN
 
.;j.iU4JAY) WILL EXPLORE MFANS OF*ENSURING ADEQUATE INVOLVE-

El 	 UNCLAS ISLAMABAD 
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,;i T1,E PREVATE -ECTOR. IN THIS S;ME PROJECT, THE 
C;F PRIVATE CO-'ISSIONED AGENTS (IHO M"ARKET ANNEX A.5 

WILL 19 EXPLICI';'LY.7: .11 T I~ E i IrNCORPORATIjD IN THE PROJECT. Page 5 of 9-0.',lA G,) '01I. ..
 
.y eNIALTHN(N(I wv ITN ERN CIRCLES WAS TO 

2 .PAT.OR AVOIV THIS CJ(II'LCA1, PLAIER.. 

() FCCD SF-CURITY ACTIVITIES WILL EXAMINE WAYS TO
 
F:I'V DATA C(CLLF(C'ON AN) INCREASE THE ANALYTICAL
 
: ,ITY 9F -UELIC PODIF," FOR ,FFECr IVE POLICY -VALUA­

.;', IMPL"E tIf'A 'ION ADDITIONALLY, DISCUSSION WILL

" ,JMIARCH AS Tu THE ADVI,"IA-'ILITY OF ESTABLISHING A
 
:..:';()C R Wi{FAT (T'HE PRI1ARY S'rAFLE) AND POSSIBLY
 

.-IL, Drr,[crSSIfVN w""'H GOVERNMENT OF PAKISTAN
 
I":ALS ITAg 1VALED 
 A i TLINGN1tSS To .fAMIrNE UERETOTORE 

T 1 IT S (IFS RSLATE TO TRY, COSTS 0YF WHEAT STOCKS 
:., :riINE WfiS TO ENVUURAGE A POLE FOR THE PRIVATE
 
q i T('" ST(E WHE AT ST)C"S%. THIES1 DISCUSSIONS ARE IN
 

.... t)AY STAGES AND ARE POLITICALLY SENSITIVE
 

[II) S'FFCRT FOR THlE EDIBLE OIL IDDUSTRY IS 
1. TiE PL 4,-9 Ti'!LE I PRO,.RAM. TRE ROLE OF THE
 

.7 SCTOR 11 TH, PRC;CESSI" ' INOUSTRY IS THE
 
L'.i,:NA!,' I:SU PRICE POLICY WILL ALSO COME UNDER 
: N. TT TS tISUe, IS PARrJI.IARLf COMPLEX GIVEN. .ATE .F INTEP ArIONAL il B LE OIL PRICES ,w":AS,F DCED, FCR 'THE"SHORT-TERM, THE FISCAL 

FOR BCLD POLICY DFC!SIONS. MISSION, HOWEVER,

'" ...TO THE GOC RAT THE DEPRESSED STATE OF
 

.,jPHIC NT,, A UNIQUE BUT SHORT-LIVED
,SI t, 

rU ,'Yo TI GOP TO REMOVE ALL PRICE CONTROLS FOR
 ... ux,.cDUCIS WITH MIN1,"AL DISRUPTIVE EFFECT ON 

0 
AGRICULTURAL INSTITUTIONS 

. S ION PORTFOLIO FOR FT 1983 N CLUDES SUBSTA NTEAL
 
')PHRT FOR BASIC AGIIlCIJLTIJR.AILI NSTITUTIONS. WqILE


L'7I. ICATION 0F SPEC IFIC IS5'U ES IUN. ER WAY, THE QIJES-.
 
. i .,Y iIIts';ITU'fIONA, R.FORM AND REALIGNMENT HAS ALREADY
 

I) T ,E NATIONAL RESEARCH AND EXTENSION NETWORK
 
;-I'AN Si N P A I I PRCCF.1)UR F,S AND TdZ E,"STAB­". .,T U PRC:'EDURFS TO FOR,3 FINAGEZ AMO('G EDUCA­

'iSEA .RC., , E 30D I ES.. 'TLA' I",'A'7E
A.NI .. I I WF 

5 AR1V.T If; PIRINCIPI,1, DISCUSSION OF SPECIFIC
 

:LL' OCCUI AS THS DF:"1';f OF "LE AGRICIILTIRAT

1'ON RESEARCH AND XT INSON PROJECT PROGR SSE. 

') IN TEF CAS.E OF SUPPORT FOR THE AGRICULTURAL 
*',;ITT IN PESHAWAR, THE MIS~SION 9AS HAD NUMEROUS
 

1 0,,43 WITH GOVERNt-ENT OFFICIALS TO SET THE STAGE
 
;- ESIN TEArM (A TITT, YVI CONTRACTOR). THESE
 

.0 , FAVE FOCUSSED ON TIE ISSUE OF INSTITUTIONAL 
•:'.,;PIL'S AND T. REQUIREMEIENT -OR A CLFAR 

'': .,T OF IITENT TO FXAMiNE ALTSRNATIVES FoR INSTI 
". 0 R -L TO BUILD RFFECTI'IE AND LASTINGREORAANIZATION 
L:. ',*;A.ZS AMONG TH q UNIV FRSITY, RES ARCH BODIES, AND THE 
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w4 ION sr.3VIc. c0OP SPONSF TO TR.3E DISCUS:STC 
ui.'. BEEN F SJTIV-. DURING THE DESIGN PROCESS, SPECIFIC ANNEX A.5 
32,ES '4'ILL BE ADRESSEr THAT ARE CRIT!"AL TO THE IMPIE- Page 6 of 9 

wp'NTA'[ON OF THIS GENXIAL POLICY STATEV'ENT HIGHLIGHTING 
T'i;" tr';D FOR INS"'ITUTIO)NAL REFORM OF AGRICULTURAL 
S.:-iVIC, INSTITUTIONS. 

- E. IMPORT OF AGRICULTURAL COMMODITIES AND EOUIPMENT 

T.Uz GiIDEITI(JS YOR IVPORTS OF COMMODITIES AND EQUIPMENT 
[::! THE AG]RI!r;LTURAL SECTOR STIPIJLATED IN THE PAAD STRESS 

;1(,I- SPECIFIC fROGR4M" FOR !DEN'T"IFICATION OF YEAR BY 
Y.'A IMPONTS. TIS DEl GN ACHIEVES T!1, .*; O3JECTI.V: ;s 

-S" TH2 TZr1N OF MANAGING A GINEPALIZEi) IMPORT 
?:- 'DRAN IS LESSENED 3Y CLEAR SPECIFICATION OF COVMODI'IES. 
.:1i3 IS E]PECIALLY IMPORTANT IN A MISSION WITH 'LIITED 

'7PAFF. SFCoNr!U, T1F ECONOMIC RETURN ON THF IMPORT2D 
Ct; 'MOD'[TIE IS ASSUMED TO B HIGHER IF PLACF0 IMMEDIATELY 
10 i. OPEFRATING PRCGPA ;v IN 'ill PUPLIC OR PRIVATE 

.- CI'OR. 1HIRDLY. THE PCLICY COMITMEN-'S TJNDR SPECIFIC 
i:C wFANICN PROGAt-3 A E TIED TO THE IMPORTATION Oi THE 

MeO ITIES. 

7,.H- FY I£2 -'PAALD, FE;UTILIZUI AND EQUIPMENT FOR IRRIGA­
•.. D.PANTME.NTS WERE SPECIFIED FOR IMPORTATION AND WERE 

1:.r-. 0 GO? POLICY COMMITMINTS: FOR FERTILIZER, TO 
.0iO)S RFLATE, IC TiF REDUCTION OF THE SUBSIDY ON 

-EiTILIZER AND, FCR IRRIGATION EQUIPM-NT, TO COMMITMENTS 
';(RATIONALIZE IANAGE.MENT, WITH SPECIAL EMPHASIS ON 

F;NAIICIAL REQUIREXENTS FOR OPERATION AND MAINTrENANCE 
V
OF THI IRRIGATION SYSTE .
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":'	.FY l9e3 PAAD AMFNDVENT, THE MI,"SION IS CCNSIDER-
I,'I'"R'", uF (I FLJ;TILZ , (1't IRIIIGATION EQUIPMENT, ANNEX A.5 
.,ACTOS, AID (IV) rISCSLLANFOUS COMMODiTIES 	 Page 7 of 9 

I: TFY 	 PR(.GRAMS. THE POLICY LIANS FOR"rD. ON-GOING 
L.' iPORIS APE LI<ELT TO PE: 

I iTtIlLIZ Ell'.CONT I ?rED PROGIIFSS ON TH'- ELI MI­
]I ., 0OF THE FE,"T!LIZ!FR SUBSIDY. A )DITI ONALY, THIZ
 
-.: TPRIVATE MAJUACTURFS 07 NiTROC 1f FERiTILIZEIS IN
 
,,.n?' N,r' -' ICtCRTED IPoIt) IJ .T! FEAVTILZIZrFS IS
 

,J:': rISCUSSIOt!. T' TH,71SI0RT-TElM, TE OPJECTI VE IS
 
,
:!t-LTFy. fECC'URc.,, " I,SJT E StPPLIES OF 1tPOPTl)
 

".ZEFS ON A TIMELY ?A. IS TO PRIVATE COMPA.'IES.
 
" .. &NI THEIP A3LITTY TO OFFER FARMERS
ILt ,,4HANCE 


rTITIES "A WHICH iESPOND To ON-FAIiM
 
i 	d'I.':.t'NS.. "V,., TH I,0':GE.'{_ WZ WOULDT.{I EXPECT
 

-,VAT CCMPAN... TO "!J THE DOMINA'JT SUPPLIFR OF
 
;--.Li,.MCA,S WITH A MINIMAL RULE "oR PUBLIC BO ,IES.
 

1(i) IRIAT,' EOC IPME:NT: DURING THE DESIGN OF
 
.... H:,IG tC." MA NAGIMENT
, SY..,T',tS PHOJF .T, ADDITIONAL
 

..'.:.T;.' lI cO IRFMEr3 wEE I 1TIF!FID, TillS PR(JECT
 
. FRCIIC CCV ,A:T RELA'T,,, TO THE FINANCIAL
 

...... T ' STE (P,.2flFOH N'G TfRF COMMITMENTS
 
.-. -, !VF/;,' rTWEAN "	 ''M 

.,..WORLD 1A3K AND THE GOP) A' * TrL'
 

S,.,.,CIrr!O4., RR.2-FOPH *!ED TO REQUIRED
NT DlSU1rlENT 
.....ON T :'ART 0? TH E PRC,'ICIAL IRRIGATION DEPART-
Jl.. 23 f EXTENS101N. THESE COMMITMENTS FORM PART OF THE 
.'JL3 PAAD. 

TRA : 	 I'P M - At IMIF,. DItFIN,; T E DEV 0?-TE
t.' PAAD, T"ACTOP. I 1'4,0RTZ WEiJ S PIUST CONSDlSFEDI 0 
.EA3LE It' " S P ENT EXAMINING MANUJFAC­..W.; IN LOCAL 


AN1D '-BfI7nfS ANT) M}ECHAN17ATION POLICY.
 
Q,E.'TIONS ZA"F.) CN SPECIFIC.'PF MECFANI ATION 

-;...**'!* r AIPLE, TI E RAT. OF MECHANIZATION TA£"1;G 
!N PA FSTA., {N-FAr APIL(CATIONS OF SPF:CI 710 
' 
..l'PL ,NT,, FTLR ,LATI';F E FICI NCT OF D. FE ENT
 

, ITS' AN T "T P,(ITS OF fT'J M.FCiA NI7ATI CN
:" r . ...1r,L,NTCY sI 

".?. .:) :r.4e BAsIC P, ICv F!AMWOR WAS JUDGED TO BE
 

.RTiAT 7. "qCAUSE OF SOURCE AND ORIGIN
 
'CTIOS UNDil ThE PAAD, TRACTORS VERE NOT IP'?ORTED i,
'RS YHA]P. C¢;'R Dr:,CUMIONS ARE NOW IUNriR',AY TO
 

i.,E I F U. .,ACTUi D 'r ACTORr SLOULD P' "Df'TI­
. E iOR IHPORIA1lION UNDER THE FT 1993 AMENDMENT.
 

MISCELLANEOUS: RMAININ1 
,," .I SMALL VAE) I'E,"5 

( VV) 	 T11E IMPORTS ARE 
UILY AMD 1O IMPORTANT ?CLICY 

.. )SiJL. HAVE REEN,' I NTIFIED FOR THEM. 

Z POLICY STUDIES. 

~ 	 '.COD S CIJRIITY CO'PON;E'NT OF TE AGRICULTURAL PRODUC­
0 i, DISTRIBUTION AND STORA%, PROJECT WILL INVOLVE TEE 

.... ~iNAiNOF PO, TY IMPLEINTATION ATTER1NTIVES AiD 

.:.At' A BASIS YCR O;,TINUING POLICY EVALOATIO. SEVZRAT. 
Y-RELA TE.,STUZES APE P1OJECTYD UND.R THAT COMPONENT. 

LAADf Z, .IN S?ECIPIC AREAS OF STUDY WILL BE TIED TO (I 
Si/ 	 U 1CIA S ISLAMABAD 01724 
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rI C.Nt, INUATION OF THE AAD WORT HAS ALREADY DEGUN 
O FFINIrION CF THESE STUDIES WITH THE GOP WHICH 
:1CLU;DE: 

ANNEX A.5 
Page 8 of 9 

A. P.ECBANIZATIC N 

-0itL7 'tilE RASIC POLICY FRAMEWORK FOR TRACTOR IMPORTS 
.Z J!JD TO 3E APRCPRIATE EXAMINATION OF SPECIFIC 
.:CHAhiIATION I3SUES IS REQUIRED. THE SCOPE AND t.ETHUD 
1:P EXAMINING THFSF ISSUES WILL BE DESCRIBED IN THE 
F Y 1924. PAAD A0ENDM.ENT,. 

- 1. FERTILIZEi 

TO CONTIINUE TO EXAMINE THE EFFICIENCY OF DISTRIBUTION 
ANI ON-FARM AP LICATIONS. CRITICAL AREA OF THE 
I,.I"STIGA'IIONS IS LIKELf TO 3 THE CONVERSION-EFFIC.IENCY. 
CF FERTILIZEIR AT THE FARM LEVEL. AN IVPORTANT AREA IN 
-.
Fz FYRTILIZER SuB-SECTOR, PIVATIZATION OF FERTILIZER
 
.4A:KETING, WAS' EXAMI NED IN OCTOBER 1932 BY A THREE 

N1EMEFRE 'rEAMI OF SER/CCM SPECIALISTS LEE F.1 WOLF-GANG 
VON SIEF.EL.F. THE TEAM'S REPORT RECOMMENDS THE 
CONTINUATION OF FEHTILIZER IMPORTS IN THE PUBLIC SECTOR 
-,U'I SUGGESTS, BASICA L, PROGRESSIVELY INCREASED
 
ALLOCATIONS TO THE PRIVATE SECTOR DISTRIBUTORS DIRECTLY
 
FROM THE FE ERAL LIRECTCPATE OF FERTILIZFR IMPORTS.
 
AS INrICATED IN PARA 2. E. (I) APOVE, THE RECOMMENDA-

TICNS OF THE 1),Av ARE BEING DISCUSSID WITH THE GCP.
 
- C, RESOURCE MOBILI ZATION 

T E IMPOSITION CF TAXES ON THE AGRICULTURE STCTOR AS 
PART Oi THE ISLAMIZATION PROCESS WILL AFFECT THE 
!RGFITf.B1LITY OF AGRICULTURAL PRODUCTION. THE EFFECTS 

4/ UNCLAS ISLAMABAD 01734
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AIDAG 

OF r!IESE NEW TAXUS ARE NOT Y"T WELL UNI,'RSTOOD. 
RL INART DISCUSSICNS ARE UNDERWAY WITH UNIVERlSITY 
:CdJLARS IN PACISi'AN TO ASSIST THE MISSION TO EXAMINE 
"*HEJ NEW TAX LAWS. SPIERS
T 

ANNEX A.5 
Page 9 of 9 

41 734 
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I;NC AS. IFI) 

(,:i AI:4 (O INYO AM2 DCM ECON CHRON 

",'Z7 T Y? 5 

' ,"*;fC n2193/1 075191:5 
.-
 A ZiM'' 

"."TATE AAS f1C 
?P, A(!TY 5942',.: , .,dAS. ' LSLA ABAD 

" 1.,5,': N/A 
*L .-. C iN'CLUSIONS iSCOt ME'T3ATfONS OF THE,;-.: AN;) 

. ,AL [T~rIES QUIPMRNTcc::M AN) 

OfS T? CfABL !(LP1LSFNrS-


T - . AND EQIU PMN'P P OrRAM
 
..,,.,' rH1: : ECTION, 2 OF 

~LU I AL CCMt;i)['!' I'S 
1 T'. , }(.-P iR'C A LR,,FT CP'f OF THIS REPORT '%ILL BE 

.T .it':H T ,. . ; SOJ UA',J, FOR ISLAMABAD. 

"" ,11 " LL GCNCLU:;,fut8 AN' RECOMMENDATIONt-;.
 
". ~NT ATION CF P C.3lAhV ACT I,/IT FS CUING THE FIRST
 

,_,., "11S OF '[!iT [h.'.T 'T1 '10L 04 THE AG ;i-,'1LTURAL
 

iNA;!T FP0)G 1.M,. t"AS F.O1GIESSE ON
.A... ' , I i,,, 
.O ;I) TAi DL Ir, N PLANS.* ;I, HAS .CL,' O}MI 'eO .. AND 

" FOR FIRST NINE MONTHS HAVE BEENINT!. YD i ' 0,, 
- .. ,..ml LL!S [ AN" TFY *.HI'TTh !4, N StGNI'FICANT-. ,( ':S 11"lt A PY(C"",,A"'"S"h., '-Ar. 

CT V' OF TH, FIRST.i.~L : . .I'll PR! tA'RY , 
. :'I~, LN 07 '.'.:'C SUPPORT. THEJ"'::,J.i-F-I'H'V 7 ' ITtI iAN 

.(I -rs v ulN' A4" , T11ISC 'F C (), 0.'!'.'..". N 'f .AM ,-U1ACHL ft *I i, PII N(. MHOPE '1"PL", F 10
,'I - A,- , D. [ ,.N.e'mG,.. 

'.SLUS I IiN ANT C0MMFN.A''iO(JS -:01 CONSIDERATION IN THE 
,,; S*BSYQ1j NT TPAFNCHF, 

,.: ASS 11, ILD . 

];H;M COMMO.DVI 
.,RFPILIZFI PHRL URE!4ENT PROCUREMENT WENT SMOOTHLY 

. F..r. ,,,T (OF AtRfICULTURAI, I ES AND ROUIPMENT 

NOE1BO5h~~..MAJORN'' HJ 


Ri"S. FRCLV-S
Ci.Cki I, ; IH'PIN', W TE X.NCOUNTFRED. 
:',.~'N AT 10 H''Oi,'i: 14I N' . MISSIONOl: THF PI ISSUES 
.',, " YS,, i 4 'F I 1.1l " 

:.:,'Li) NC ., , ,;,P ASS I FAi!,Y DI:.CUS,,IONS BETWEEN 
j9;A N2i I. V E ~AR P. EiiMi 

F . i[.. T : 1AI FFATUFl % OF THRF(1 T;., I! [, OR 


.,LENrT PLANA L T , I USL 0F PROCUREMENT AGENTS AND
 
!"'S "LT AS A,,.,'Pr C-'P 'IfF ('OP iT IS TOO EARLY TO
 

A 1). L 1 V ,J1),,T_̂u LO '"IFS_.I N,G ARANGEMLNTS.
 ... = FA''V i' , 

",,, AGFi ' AiiR' GE,, I'T _-:ItS , IT A FIDUC IARY 
*,.o,' i1Li"! ,re' THL t,',P ,:Ni 3[NCE, iN MANY CASLS , IT IS 
. . u'T' rH.; 4 CP PEI i P,,rl IN0r PRUG1EV', NT ACTIONS, IT-

ANEX A.6 
Page 1 of 6
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TATX W''3f0~ ANEX A6,V * 

f TM USIAL .CT..C ' . JOYl) BY -AGENCY Page f 
~iFIS AN IN1,~EAE 1RIS' OY DAMAGE TO( A.fl. IF, S EMOUS 
. '.L CN TiH, THUS 2 

6 mtQMi ND AT 10ON: WE DO NOT 14LCLSAIILY BELIFEETflE A(;ENT
 
c':HOTLD.t HE A13ANDONEt. HTOWEVERl, TH4E U1SAIIJ SHOUlLr)MOVE
 

1'7-," CAUTIO USI;Y IN, LTV R1l NIN (,- Wl-AT 'FUNCT IONS-- IT- WLLI..
 
C,1;,tr A SpECrFIC AV~A TQ AVOID IS PHYSICALLT TAG"1NG
 

C% ' S ION 0y A-lY' "Q I ? tT. '1Y;1 ALSO NOTRE THAT THE.
 
...i :. AL DANGERS OF ll'B. AGENT ROLE WERE NOT DISCUSS ED IN
 

LA T,', PAAD. FUTUT0; PAA "S ";fiULD A;IRF;SS THIS ISSUE.
 

": 1'HI RATIO;,ALR FuH 'THiE 1SAID'S AGEN'T ROLE AND. FOR HE
 
.. ,"SA'S WA-S TO FXPEfDIT? THET PROCIME,1ENT PROCESS BY
 
-. ,.U1G THE GOP'S ROLE I.N THAT PROCESS TO A IIMUM.
 

'?hi 'IHEORY, AS WE UNDERSTHAI) IT, IS'THAT THE PSA AND 
'A 1', NOT 'lHE GOP, DOS THE PROCUREMENTTH11S AVOIDING 

'.iF"GOP LUREAU'H1ACY AND .,Iti VItin RAPI!) IMPLEMeNTATION. 
z.';1ACTr .Ci,H0'.VER, 'EI GOP 11A.S RI'AI,,.,D. APPROVAL 

* P,;"; AT TiHE MOST CI"TLCAL POINTS IN THE PROCTIRTMENT 
.-,,S FOR !XA PL'' V'12 E IIIPM.,NT Sc iF!CATEON-ANII; 

,,, i'ARrS MUSI 1 APROVFL 11 THE 'OP. AS SUCH, IT IS 
.","' Y,' CLEAR HO"d MUCH G"P NON-INVOLV'IENT HAS BEEN ' 

A-.'.1i D. h'rI R:RGARI TO WiITING EQUIPME, 
.:iA":F IN D.CIDING WllFTH.R OR NOT TO CONTINUE-THF: PRESENT 

. .... .ENT.. "F JSAID) DETERMIINES TNAT T', GOP HAS 
,Az)3ETiL'ANJl dIIL CONTINUF TO LFMAND A MAJOR ROLE IN THE 
.;RCCUi EMENT PRCCESS, USAID MIrHTWISH TO CONSIDER MOVING 

.O1110 TPADI'TICNAL • JROCIJ EMLNT PROCEDUIES. UNDER THESE 
C. .:UPS,SFR,'COM AND 1ISAID ASSIST THY G.OP PROCURING 

Ai;.,,CY IN OEVELOPING SPFCIFrAkTONS AND IF3 T -'rS AND 
C011T IONqs. THE TH;.E;N BE ISSUED THE GOP5 'LB WOULD TROUGH 
Et') ASSY IN WASkiIN."TON. BIDS WOIILD BE EVALUATLD ANfD 
AIARDS MADL BY A TEAM FRCMTP.E GOP PROCURING AGENCY. 
V..(/COM MONITOPS THE .VALUATION PROCLSS AND APPROVLS 
r,CPOSED AWARDS. THIS PRUoESS HAS BEEN FOUND TO WORK 

OR SilCH RECORD' 0L ITEMS AS FER'ILIZLR. THL IS MORI 
,7.-.iN " .Q0IPMVN P UCUREMNTS AR. INVOLVED. 

!-RCCU .MFNt'S ARE PV'N.RALLY SICCSSFUL IF TIlf HOST COUNTRY 
Pi'..GiJXR IN'3 AUTHORITY POSS.SSES SOME EXPERIENCE, IS 
HI'2CFPTIVF TO USAID ANo S',:R/CUM.AVICE, AND IF AUTHORITY 
T:J CONCLUEE CONTRACTS IS PROPERLY ELEGAT sA 

I.DiA.E RFJICTED THIS PROCEDURE LARGELY ON THr ASSUMPTION 
'.:AI IT II ¢UIHED A PROMINE-I.T lOST COUNTRY ROLE. THIIS I.S 
.CORII:CT IN THAT TIfF PROCEDURE DESCRIBED A4OVE CAN BE 

.ARiD VIRTUALLY OF HOST COUNTRYTC PROVIDR ANY DEGREE 
".,VCLV rEIT. SER/COV OFTEN ASSISTS HOST COUNTYY AGENCIES 
'.u SUCH AN-EXTENT THAT THE PROCUREMENT IS HOST COUNTRY IN 

RzCOMMENDATION: NO IATTER WHICH APPROACH THE USAID
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. , BEL[ FVF AN 7,1.:111 FN%',Ii) FIJLT " !Ml PROCUR,:MENT 
1.1 ST SIVALL B F BI{ OIN 30 ARb I- AT ALL.
 

.,r, -0 . TI P CiUiRt.' APPPCJACH 'WHICH C:)M INES A I{IIiLY
 
•11 holj THEf; , PROCESS RELATIV.LY!. I:N ?1iO(:U tiT WITH 
r '..E., E;IICI £. VEf.'Y "'ICH itlS" ., W, lNOW C(F NO
 

.,i'! OtIvOLIT't O:..?JO,S[MIL AR S Z, AND
IMPUHR' OF 
z-:;eXITY TIiAT TiAS P"-:N ATTEMPTVED WITHOUT THE SERVICES 
A F' sE(,I.AtIST.PRUCUREMENT 

I;	C;,M1FN) Ai'10N : AYT1,? CURRE' NT PSA PROCJRMENT ACTIONS
 
... E. OMPLETED, THE 113AID ..-HUHLD CONDUCT A THOROUOi
 

T,.0O pRovii.;, VOR,: DEFINITIVE FINLINGS ON THE 
:ig '.4 NT,ME AR qANiSEMENT S• 

.POGRE-SS 1"A0E TOWAPDS PLANNING, DEVLLOPING AND 
7.iCUTING POLICY STUDIES 

':i CONSIDEPA ION TO TIE TI; E P.ND EFFORT RQUIIED IN
 
',N [1N , DV FLOP ING AN' m u.:i:d; rHE .STUDIES PRUPOSED
 

. . PAA) ALGNt' WTli Td, STAFF[NG CONSTRAINTS UNDER
 
.- !i f}{E MISSION CURREN'TLY OPERATES, IT IS THE OPINION
 

v 1l.'*E'J ALUAT[ON TEAM 'PHAT CONSIDERAILE PROGRESS HAS 
. ,:rADF TO DATE. STUi IN THRE OF THE SIX PROPOSED 

,,r AREAS IJAV. AL;REAEY 11E.N EXECUTED AND THE INITIAL
 
It,, 0 F STUDIES IN TWO AREAS
'[Nr STAGES D"V'LOPINJOt 	 OTHER

:,.Gl1N,,. .VALIJATION THE QUALITY OF THE POLICY 

.IS PLANNED AND 1XECUTED WAS BEYOND THE SCOPE OF WOR( 
'1.s TEAM i:U! TP; 1'I,,E ONSTRAINTS AND A LACK OF 

)PRTIE IN AGHICULTURAL ECONOMICS. 

. 7, AT'1.PON: Tli' SC(P OF WOR" FOR THE NEXT 
'-'-'A'IT ON SI[CUL I NCLUDE AN FXAMINA'rION OF THPi QUALITY 
.- U"ULNFSS OF T!;" POLICY ST1DIE;S BEING CONDUCTED. IF 

S '1FE OF EXAMINATIO, WCULD BENE.FIT USAID/ARD 4EFOHE 
N7.XT 1LA N N -NALUA1MON I:S SCHLDULED, CONSIDERATION 

, . 'IVEN NO'; TO DEVELOPING A SCOPE OF WOR' AND 
,eINI WHN AN EVAIUATION OF THE POLICY STUDIES
1Y, V*tOST E-HIFFUL. 

'..:ONITORING AND EjV.ALUATION OF PRGRAM PERfORMANCE AND 

iT iIHUTION AND FND U L OF COMMODIT iES. TO
",,:E EED FUR WARFU01USINi, FERTILIZIR FOil LONG' TIZ 


- 5, Af1 SHII NTS APF SCH DULED To ARRIVE F.ORF OR 
. 
, "AK SO.'. PORTION, 

':.,.IhUSF '[ ?'AINTAIIN A REZRVE L:,VLL. TPERF WAS 
.,;;: ThAT THE STORAMI, FACILITIES IN SOME DEPOTS WERE 
,."*'rFA T0Y. THE MAGNITUDE O THIS FROBL ,M WAS
 

';,,'-ARf TO IiiF 7VALUATICN TEAMI ANT DUE TO TIME
 
jV-:,u-'RAIN-rS THEY 4/HLF UNAP'LE TO MAKE SELECTIVE CHECI S.
 

.. MON[T:-. 	 HOWEVER, IS VEPT iN 

*. Nh'r,', ;ISAID/ARD MONITCPS FFRTILIZFR UTILI RATION BY 
".C ':iN0 INFChIHA'ION FRUM VARIOUS PUBLICATIONS AND 
.2?LP'TS FRO!" LIAISON OFFICES.TiH.RE MAY IJE A MISCONCEPTION 

USAIV/AHD THAT T11 ?E,'t'ILI/ER WAS IMPOBTED IN BULK AND 
-A'G>D J.Y FDF[ IN ThII t OWN BAGS 3) THAT A.I.D. 

UNCLAS 	 STATE 07219.3 
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•i4 LIz.:R IS NU LONG'LR IDNTrFIABLE- TITIS, HO',EVER, IS 
....J.. R FCT, qSINCT' A.I.D. FERTILIZER Is' PLACED IN A.I.D. 
"'¢XD !]AGS Atj) THE 1[UL . DEPOT FOR Wli1.iit THE FERTILIZLR 

3) UIS D ,SIGNAT IN 7-14F ALLOCATION PLAN. 

Page 4 of 6 

-)"N.NDATI 0: N USAID SHOULD INITIATE A SYSTEM OF 
':'TIV MONITOPiIN'J OF THE WA{HOUSING OF A.I.D. 
"..'iLIZER TO ASSUR 1:THAPF FE.ITILI7ER IS CARED FOR 

L'i'?CPLY ANU IS BJING DELIVERED rI A TIMELY MANNER. 

2 ;ISITRI PUTION AMt EN D 'ISL OF EQUIPMENT. AFTLR THE 
ri,"{ iN' A RiVES AND IS PROCESSE) THROUGH CUSTOMS. 

.;... MAY .lANELY TH COSTS INVOLVEZ IN TnANSPORTING THE 
,S TO T[{T FCUR F'?(VINCES. ACCORDING TO DISCUSSIONS 

AN 0JFICIAJ, FROM TH7' FPOVINCIAL IhR[GATrON ,"INISTRY 
. *- i 'MPNT HAS ..ij ESTBLISHED WITH A.I.D. DELINEATING 
"-,.C2'b .S_ FOR GEE'TI-. 'T11F EQUIPMENT TO THI.; FOUR 

V!.'. ;VC'. i'llf CFFICIAL INTERVI-EWED, HOWEVER, COULD NOT 
,I.ALI T}{1 DrTAIIS OF TiE PROCEDURES ESTAPLISHED IN THE 

N.Y,AN) IT WAS IrNCL,AR T'0 THE EVALUATION TEAM 
-?l'?HIS AGREEMENT DUES, IN FACT. ESTABLISH 

-KU RES FOR HANTING rHEEQUIPMENT BEYOND CUSTOMS OR 
IT IPLY STATES THAT A.I.D. WILL FINANCE 

,,ORSATION COSTS. 

'ju,'.ENDATION: IF FRCEDURES ,OR GETTING EQUIPMLNT FROM 
iT::,IS TO THE iROVINC''S HAVE NOT BEEN ESTABLISHED, IT 
...:: SA -LE TC i)O SC w'[[ff Ti GOP AT THE SOONEST 

."'.LTII, SI CE EQUIPMENT COULD ARRIV AT ANY TIME. 
7; :*iyFL;1FY THE P.OCI,.S oF TRANSPORTING TL PROPFR 

.-"T TO 'THF APPROPRIATE PROVINCE, ARRANGFMENTS 
J' 8F M.DF, IF THFY HAVK NOT AS YET, TO HAVE THE NAME 

,-}:% PRuVI.Cl FCd WHICR THE EQUIPMENT IS DESTINED 
( MAR:.EFJ ON EACH PAC(AGE PRIOR TO BEING SHIPPED. 

:,:F CT O1 FCGRAM K RALANCE OF PAYMENTS AND ON 
-OFAGRICULTURAL SECTOR. 'IT REGARD TO 

"-,IPACr ON BALANCE C PAYMYNTS TO DATE, THE EFFECT WAS 
.SETIALLY FEET AS SOON AS TiHE CONTRACTS FOR DOLS 34 

IINCLAS STATE 072193 

Best Available Document
 



UNCLA!, 	 5 A'I E 0?21
 

R !N'FY .5ITI LI Z ER 1)iU' AI PED FOR F,
I,L CN ' E4E A;4 
iA IA. NOT FINANC )I)OL, Z4 MILLION OF FERTIIIZ.R IN FY
 

.,IF(CPWCIILU H!VE HAD TO IJS' PART OF THTEIR OWIN
 
, AhC: FORh _I, EXCFANGi: h.SI.RVF,. TIhIS , IT CAN PE SAID
 

'Z;111TiS POGtRAM HAS ALP?;ADY MAXE PROGRESS IN PROVIDING
 
1.r. C(.P WITH BALP.NGk OF PAYWI'NTS SUPPORT. 

OF -AYMENTrs,Aii TO iA'VING AN I.IPACT ON BALANCEATZITION 
AN TMPACT ONFi,CG-11A.M HAS ALSO BEEN UFSTON.D '.TO HAVE 

T MISSION-A 	 G i't R A I P.h YORMANCh-. WITH TI!IS IN MINI, M 
FY 1985 OR FY 1994.VALJATIO; ril,AN S'rA'FD THAT THE 

.- U TH(IS PRiOG)RAM INCLUDE, THEV., 	LUA'I ION THY SHOULD TO 


....F }OSSIBLY, OF QUANTIFYING INDICATORS
THL PRqOCESS 

!(,!I L,'TFR M .ASUHiF:I"ENT OF 1'iI, IMPACT ON' INCREASIN,
 
,ic1nCULTUIRAL SECTOR FRODIic'rIvrTY. USAID/ARD, HOWEVER,
 

:r.OTRh.EL THE 0jVALUATION TEAM THAT BECAUSE THIS IS A
 
OF THIS PROGRAM ONAlfH-dirY ]IPOA(T P9OGRAM (CIP), IMPACT 
NOT BE MEASURED.#C!.WICULTURAL '',CRI PRODUCTIVITY WOULD 

A ::,ARD ASSURED THE TFAM, FOW,%.V.R, THAT A;R I1RLTUBAL 
rI,.F:UC'IVITY WCULT TIE M(;ITORYfD AS PART OF THE MONITORING 

SCIFMES OF flH.R MISSION AGRICULTURALS>.iLLIJATiON 
,:LW. INllRE W,' tWT NOiJH TIME FOR THE EVALUATION
 

:..~ 7,: RIFVI],' EVAL'JATIC'N FLANS FCR OTER AGHICULTURAL
 
,.,,TS, SO IT S DIFFICULT TO CONCLIJDY TRAT ADEQUATE
 

r',G;ING IS' FLANNEI) (I S,.nO THE EVALUATIr:N SCHLMES OF 
.-. FROJECTS PLAN TO tI,NITOR AGRICULTURE PRODUCTIVITYi!Ur: 
IN A h'AY TiHAT CAN OFP,1fJ T!I S PROGRAM AS W' LL AS OTHER 

RL.'T, UI, PRC.,'C' S FFE3D ACT ON SUCH CRITICAL ISSUES AS 
:i VALIDITY OF PU1OJLCT ASSUMP'TIONS, PE}IFORMANCE, 

'IV.NESS :Ti'i'REGIS SAME.N E. 0F rT(,). AT TIE TIME THERE 
:I'A...S iI."W.FEN I EVALUATION PLAN ANDTHIE PSCNCia 

LLj .. ;),'AHD'S INT;NTI OtS hFWf"AR1)ING TH1 MEASUREMENT OF
 

:. , THIIS PA:T CULAR, PO1IRAM. TIl" EVALUATION TEAM
OAC 
,"E.iIV.5 THAT A O'FINIT POSITION SHOULD BE TAKEN TO 


Thg.;CLV THIS ElIRENCC" UF OPINION. 


,A.':uNTION: WITh A.I.2,. S EMPHASIS ON tEASUI1ING
 
{"AC', IN FART'ICULAR BE.FFICIARY IMPACT, 't'i MONITORING 

A%) TVAOAIIC N PLAINS FOP. MLASI1IING CHANGES IN AGRICULTURE 
IRMAN..SHOULO1 RE FURTHER EXAMINED TO ENSURE THAT THE 

j.FT7,!'. CHANGES TO WHiCH THIS' PROGRAM AS WELL AS OTHER
 
,L';,231, TURAL FR.JECTS ARE DIRECTED WILL PE ADEQUATELY

Ua 	"'RED.,,,,,. U 

iNFRATION ANL USL OF RlUPEE PROCEEDS ACCRUING FROM 

,s Ci IMPCF.TE CC'MOCITIIS 

:;i- IAS AL~iEAi)Y I;STABLISHLD A FORMULA DESIGIATING THE 
.:'r72U OF RUFEES GINERA'rinD PER TON OF FERTILIZER :OLD. 

THAT•!J rISCUSSIO S WITH 'ISSION STAFF, IT APPiPARED,'G 

"'Lr" ,''JNINF(;RME!) (O)THE P HlTICIULAiiS OF THE FCRMULA
J 
--i I)FINES [iIE AMOUNT OF RUPEES GEN5.RATED FROIV THE,iil 

S3ALP;S.
 

V 
. O.,-('Ot.0M"E14DAT''ICN: 'fiL PRC;RA GFFICE, % CfR ' LL BE 
'ON iTCRIG 1R FE PRO(E,..LS SHOULD BE AWARE OF THE 

3/3 UCTAS 	 STARE 07?193 
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Q, 1 IN ,CLA' S IA T, 4?'}' 

;J~:"l'L.R.OLU 'THIS /,ORtllA AND ENSIJRT. ITS CONFUOJITY
R1GGlLATIONS OR AGRE ,M.NTS THAT MAY FXIST. 

.U 2,,, 7 PEHCXNT CF AL,, PUPEES RESULTING FROM r!rF
1. r-? ANCH,1 IIAVFi FN r"NP'RATED AND SHOULD PAVE BEEN

r;Y'SI. L I N THF S FCIAL ACCOUNT. ACCORDING TO A 
'F UL F.STAI.ISHF, FOR THE RECEIPT OF REPORTS, THE.
,.,,.' RiP.0R't EAILI g ErPUSITS FROM THE FIRST TRANCHE 

.A,- ,)UF IN MIt-DJ[CEMBER 1982. 

TO ANNEX A.6 
Page 6 of 6. 

,,A.,,I'a'CIONS FCR USF OF RIFLE PROCFEDS HAVE BE3 Ni .TATEI AND Aw PRCC -'DIi.ON SCHEDULE. THE GOP IS 
U USAID'S P'qO ;RA tI',G PREFERENCES AND ACCCRDING 

T P RCJHCT OiFICER, N-,%#CTIA'rIONS ARE, AT THIS PCINT. 
i-CGRiSSI;G SATISFACTuP.ILY. 

TO 

3. AS iA/DF flCR.TS THE PROBLEMS ASSOCIATED WITH 
:-RcINIIP' MISICN WI'H A CLEAN LRAFT OF THIS REPORT. 
E iuC FORWARrE TO ;ECEIVING YOUR COMMENTS. SHULTZ 

so2 1i'_Ki 
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ANNIE.: 
['age0, 

DRAFT PROGRAM DE-'CRfPTIN FOR INCLUSION 
IN PROCRAM AGREENENT AS-ENDENiT 

The Agricultural Comodities and Equipment Program is designe,
to accomplish two o}.je,:tives: t() increise the i)roductivity of 
the agricultural se.ctor through the provision of needed imported
cormnodities and ecquipmenl:: and (2) provide balance of payments
support. The program will focus on acti-ities which promise a
 
productive impact in the short to medium term (one to 
seven
 
years) and which also will facJlitata lonper term adjustments

in the structure of the apricuiltural sector.
 

Three groups of imports are contemplated in the five-year
 
program:
 

Group 1: 	Agricu!:ural inputs where the productive impsct is
 
felt almost inr.ediately, i~e. one cropping season.
 
M.ost importan examples of thi - type are chemical
 
fertili.zers, mineral components for Ohe manufacture
 
of fertilizer, improved seeds. and apornpriate

pesticides (where USO regulations are met).
 

Group 2: 	Agricultural machinery and commodities for use on
 
or near the farm and which increase tl.e productivity

of the farm over the short to medium term. This
 
group of items would largely be imporred and used
 
by private parties: farmers or business orgarizations

either directly involved in agricultural production 
or providing services to farmers. Examples include, 
inter alia, tractors, trucks, rice mills, prefabricated 
storage, and on-Farm grain handling equipment. 

Group 3: 	Agricultural. equipment and orroditle. required by
public or semi-public bodies.which provide services 
to the agricultural sect,.r. The cc-mnodicies or 
equiomeI: impen:'eA wi.l*11 e tieized by these 
agencies to imuroue the efficiencv or quality of 
service provided and would be expected to have a
 
generalized impact on agricultural productivity.
Examples 	 of this class of equipment and commoditl.e3 
are: heavy machiner7 for construction or maintenance
 
of irrigation facilities: equipment for road buildinp
 
or maintenance; equipment or commodities to support

agricultural research and extension: public sector
 
storage and off-farm grain handling equipment; and,
 
transport equipment.
 

The program is expected to total $300 million over five years,

subject to A.I.D. program approval, availability of funds,

and the mutual agreement of the parties to proceed. The second
 
year's obli ation is for $60 million and is designed to
 
be fast dis ursing and to provide maximum balance of
 

http:commoditl.e3
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payments impact: while increasing the productivity of the 
agriculture sectot. Expected allocations for the FY 1983 program
 
are shoun in Table I and are described below
 

1. .,_ertA] zer 

Imports of :35. 0 million worth of Diammonium Phosphate
(DAP) and Triple Su,ex Phosphate (TSP) are planned. At projected

international prices, includi'ng freight and insurance, the

quantity of fertilizer supplied would be about 125,000 MT of
 
DAP anti 10,000 MT of TSP. This quantity will provide 62,100
 
Nutrient Metric Tcns (NMT.' of phosphorous.
 

2. Irri ation Equipment
 

A total cf $12.1 million worth of equipment is contemplated,

consisting of: (i) earthmoving and workshop equipment for the

four Provincial Irrigation Departments (PIDs) in support of the

A.L.D.-financed irrigation SystemManagement(ISM) Project

($5.0 million); (ii) hydraulic measurement equipment for
the Alluvial Channel Observation Project (ACOP), an implementing

entity under the ISM Project, and several of the PIDs($1.0 million);

(iii) excavating machinery for the Sind and Punjab PIDs 
($3.5

million); (iv) flood protection equipment for the Punjab PID

(81.6 million); and (v) irrigation pumps for the Northwest
 
Frontier Province PID ($1.0 million).
 

3. Drillings
 

Six power drilliny rigs, valued at an estimated $1.2 million,

for sinking tubewelis will be procured for the Agriculture

Engineering Department of the Government of the Sind.
 

4. Commodities for the Agricultural Production
 
Distributio nd Storage Project
 

Approximately $4.5 
 million has been allocated under the
FY 1983 tranche of this Program for the procurement of data
 
collection and analysis and post-harvest grain handling and
 
storage equipment to be used in support of the Food Security

and Data Collection and Analysis Components of the proposed

A.I.D.-financed FY 1983 Agricultural Production, Distribution,

and Storage (APDS) Project (391-0476). This project is currently

in the design phase, and the estimated cost of the equipment

required foi the project will exceed the funds available under
 
the project.
 

I/ Consisting of $34.0 million under the FY 1983 program
 

and $1.0 mill.ion under the FY 1982 program.
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TABLE I
 

EXPECTED DOLLAR ALLOCATIONS FOR THE FY 1983 PROGRAM
 

Provisional AllocatLion­

(In $ Million)

Category of Commodities 
 Loan Graut
 

1. Fertilizer
 

a. 125,000 MT of Diammonium Phosphate
(DAP)
 (DAP)34.0 2/
 
b. i0O,000 MT of Friple Super 
 9

Phosphate (TSP)
 

2. Irrigation Equipment
 

a. Earthrmoving and Workshop Equipment for
 
the Irrigation Systems Management Project 
 - 51 

b. Hydraulic Measurement Equipment for the
 
Irrigation Systems Management Project 
 - 1.0 

c. Excavating Machinery for the Sind
 
and Punjab Irrigation Departments 
 - 3.5 

d. Flood Protection Equipment for the
 
Puniab Irrigation Department 
 1.6
 

e. [Errlgation Pumps for the Northwest
 
Frontier Province Irrigation Department - 1.0 

3. Drilling Rigs for the Sind Agricultural
 
Engineering Department 
 1.2
 

4. Conanodities for the Agricultural Production,
 
Distribution, and Storage Project 
 1.0 3.5
 

5. Commodities for the Forestry Planning
 
and Development Project 
 5.0
 

6. Additional Commodities
 

a. Small Tractors
 

b. Breeding Rams 
 i.0
 
c. Miscellaneous Items
 
d. Commodities in Support of Development
 

Activities in Poppy Growing Areas 
 .5
 

7. Procurement Services Agent(s) Fee at 
8%
 
(for 2.a. - 2.d., 4., and 5 only) 
 1.7
 

TOTALS 40.0 20.0
 

I/ All figures include the estimated costs of the commodities/equipment,
 
freight and insurance, as well as inland transportation for the irrigation
 
equipment only.
 

2/ Approximately $1.0 million in loan 
funds remains unearmarked under the
 
FY 1982 program and will be applied to the costs of the fertilizer
 
to be procured under the FY 1983 promram.
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. ., iese Focestry Planni-n
 
an-i Development ProJ'ec
 

Earthrnovin. and land clearing. nursery, surveying,
•'aternw. research and analytical , and transrort equipment
a w as eds aton.informa,:ion ,:emmodities, valiued at
approximately $5.0 million, are expected te be imported under
:he FY 1983 tranche of this Program to be used in support oftbe proposed A.I.D.-financedFY 1983 Forestry Planning andDevelopment (FPD) Project (391-0481). This project is currer,t.:in the 
design phase, and the estimated cost of 
the equipment
required for the project will exceed the funds available under
 
the project. 

6. Additional Commodities
 

Approximately $1.0 million has been provisionally
 
allocated for the procurement of the following items:
 

a. Small Tractors
 

Importation of about fifty(50) small size (below 35 
en iehorse power) tractors for sale to farmers and/or use at
agricultural research stations is contemplated to support the
GOP's policy to encourage small farm technology.
 

b. BreedingRams
 

Importation of about twenty (20) breeding rams is
planned to support a herd improvement program in the Northwest
Frontier Province which will be financed in part by the

Australian Government.
 

c. Mis,7ellaneous Small. Value Items
 

To respond to targets of opportunity, some funds may
be made available under this Program to 
finance small value
items which are consistent with the overall objectives of this
program and which support GOP, other donor, and/or other A.I.D.
-financed projects. 
d. Approximately $500,000 has been provisionally allocated for
support of development acEivities in poppy producing areas. 
 These items
will be identified as 
project design proceeds for the Area Development
Project 
in the North West Frontier Province (391-0485), which is expected
to directly address the need for alternative development opportunities


in areas which 
now depend heavily on poppy production.
 

A special account will be established in which the rupee
proceeds accruing to 
the GOP from the sale or transfer of
commodities imported under this Program will be deposited.funds in this account will be jointly programmed by 
The 

the Governr,!ernt:sof the United States and Pakistan for use in development prograr,
in the areas of agriculture, rural development, water resources,
Population, education, energy, and health, including useswhich would help to reduce opium poppy cultivation.
 



AjN iA C . i .j 

('000 Nii|:rJ,4In Me2tric Tons ) 

Crop Year 1981/82 1/ 
Rabi_ Kharf .­3/ Total 

N P K __lbta _ K P Ttal 
supply 705 232 33 970 761 216 22 .i"9 1,222 371 35 1,62c, 
Opening Tnventory 41 
Tndigaixus Producilcn 
Imports 

325 
3:x 
45 

174 
37 
21 

22 
-
11 

521 
372 

77 

244 
457 
60 

77 
31 

108 

20 
-
2 

341. 
488 
170 

32 
792 
105 

174 
68 

129 

22 
-

13 

521 
860 
247 

Wrwiand 637 245 33 918 602 17 27 &G 1063_ 326 40 1.429 
Offtake 
Exports 
IP.sel.s FklUix.d 5/ 

461 
. 

176 

155 
. 
97 

13 
. 

20 

629 
.-

24-9 

421 
5 

176 

78 
-

93 

7 
-

290 
5 

289 . 

892 
5 

176 

233 
-
93 

20 
-

20 

1.135 
5 

289 
_Surp]i (+)/hlficit (-) (+)68 (-)16 - (+)52 (.+)159 (-+)45 (-)5 (+)199 (+)159 (+)45 (-)5 (1-)199 

1/ October - September 
2/ October - March 
3/ April - September
4/ Stocks with distributors, factories and PDFT5/ 20, 40 and 100 percent of annual offtake for ni trogen, phosphornus, and potas h, respectively
 

SOURC27 FDFI and USAID Staff estimates
 



FEiTILIZE:R SUPPLY c"AND DEijND fI¢()JECTTn ANEX C. b 

('000 Nutrient Metric Tons) 

Rabi 2/ 
Crop Year 1981/82 1/ 

Kharif 3/ Total 

N P K Total N P K Total N P K Total 

880 293 311 870 17 38 1,087 11372 345 53 1,770 
Opening Inventory 4/ 
Indigenous P.xxiucticn 
Imports 

335 
477 
68 

138 
36 

119 

15 
-

16 

488 
513 
203 

378 
480 

12 

127 
36 
16 

16 
-. 

22 

521 
516 
50 

335 
957 

80 

138 
72 

135 

15 
-

38 

488 
1,029 

253 
Demand 687 266 38 991 627 183 31 841 129 349 46 1,524 
Offtake 
Exports 
Feserves lkquired 5/ 

484 166 
18-

185 100 

15 
-
23 

665 
18 

308 

442 
-
185 

83 
-

100 

8 
-

23 

533 
-

308 

926 
18 

185 

249 
-

100 

23 
-

23 

1,198 
18 

308 
Surplus (+)/Deficit (-) (+)193 ( ) _)7 (L)223 (+)243 ( (+)7 +)4 (+)243 ( _ (+)7 (+)246 

I/ October - September 
2/ October - March 
3/ April - September
4/ Stocks with distributors, factories and FDFI
5/ 20, 40 and 100 percent of annual offtake for nitrogen, phosphorous and potash, respectively 

SOURCE: 
 FDFI and USAID Staff estimates 

0 



ANNEX'C:I.c
 

FERTILIZER PRODUCT PRICES
 

Price (Rs/50 Kg Bag)

1/ 2_/ 3/
 

Product 1980/81 1981/82 1982/83
 

Urea (46:00:00) 93 103 118
 

DAP (18:46:00) 100 105 121
 

AS (21:00:00) 42 47 54
 

NP (23:23:00) 78 84 97
 

NPK (10:20:20) 63 65 75
 

NPK (13:13:21) 60 63 72
 

CAN (26:00:00) 50 55 58
 

SSP (00:18:00) 25 25 29
 

SOP (00:00:50) 30 30 35
 

I/Effective February 24, 1980
 

2/ Effective March 15, 1982
 

3/Effective October 6, 1982
 

Source: National Fertilizer Development Center
 



FERTILIZER NUTRIENT PRICES 
(Rupees per Nutrient Kii-r-am) 

Urea 

DAP 

AS 

NP 

NPK 

NPK 

CAN 

SSP 

SOP 

Product 

(46:00:00) 

(18:46:00) 

(21:00:00) 

(23:23:00) 

(10:20:20) 

(13:13:21) 

(26:00:00) 

(00:18:00) 

(00:00:50) 

Nitrogen 

-198/81 1981/72 

4.04 4.48 

4.04 4.48 

4.00 4.48 

4.04 4.48 

4.04 4.48 

4.04 4.48 

3.85 4.23 

- -

-

_PIsporoius 

l982/83 

5.13 

5.13 

5.13 

5.13 

5.13 

5.13 

A 

1980/81 

.­

2.77 

-

2.74 

2.74 

2.74 

2.78 

-

1981/82 

2.81 

-

2.82 

2.82 

2.82 

-

2.78 

-

198283 

3.25 

-

3.30 

3.30 

3.30 

.--

3.22 

-

i980/81 

-

-

1.54 

1.52 

-

-

1.20 

Potash 

1981/82 

-

1.24 

1.45 

-

1.20 

1982/83 

-

1.34 

2.20 

-

1.40 

Assumptions: 

(a) Nitrogen in DAP and NP is priced the same as in Urea. 

(b) Nitrogen and phosphorous in NPK is priced the same as in Urea and NP, respectively. 

Source: USAID staff estimates. 



ANNEX C.I1.e
 

FERTILIZER-OUTPUT AND BENEFIT-COST RATIOS
 

Crop 	 Crop Fertilizer Crop Benefit Fertilizer Crop Benefit
 
Response Price Procurement Cost Price Procurement Cost
 
Ratio (Rs/Nutrient Price Ratio (Rs/Nutrient Price Ratio
 

.K__ 3/ (Rs/____ 	 Kg) 3/ (Rs/Kg) 

Iheat 	 1:7.0 3.67 1.45 2.8 4.60" 1.60 2.4
 

laddy (Irri-6) 1:10.5 3.77 1.13 3.5 4.18 1.23 3.1
 

:otton 1: 4.5 3.77 4.45 5.3 4.18 4.58 4.9
 

;ugarcane 1:95.0 3.77 0.24 6.0 4.18 0.24 5.5
 

1/ Kharif 1981 and Rabi 1981/82
 

2/ Kharif 1982 and Rabi 1982/83
 

3/ Average price weighted for rabi or kharif offtake
 

Source: USAID staff estimates
 

9-).
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ILLUSTRATIVE LIST OF EARTHMOVING AND WORKSHOP EQUIPMENT

FOR USE 011DER THE IRRIGATION SYSTEMS MANAGEMENT PROJECT 

ITEM DESCRIPTIO N 

NO.
 

EARTHMOVING & ANCILLARY EQUIPMENT
 

i. Bulldozer, 200 HP
 

2. Bulldozer, 140 HP
 

3. Bulldozer, 75 HP
 

4. Scraper,Elevating 8/11 cu.yd.
 

5. Dragline, 2.5 cu.yd.
 

6. Draoline, 1.5 cu.yd.
 

7. Dragline, 0.75 cu.yd. (with crane attachment)
 

8. Backhoe, 0.75 cu.yd.
 

9. Excavator, Telescopic Boom, 0.75 cu.yd.
 
10. Comoactor,Self Propelled, 6 ton
 

11. Compactor,Sheeosfoot,Towed
 
12. Comoactor,Self Propelled,1 ton 

13. Compactor,liand Vibratory Plate
 

14. Compactor,Self Propelled, 4 ton 

15. Dump Truck. 10 ton
 

16. Dump Truck. 8 ton
 

17. Front End Loader, 2.5 cu.yd.
 

18. Low Bed Tractor Trailer, 50 ton
 

19. Low Bed Tractor Trailer, 35 ton
 

20. Flat Bed Truck, 8 ton
 

21. Water Truck, 2500 U.S. Gallons
 

22. Fuel Truck, 2500 U.S. Gallons
 

23. Fuel Trailer, 600 U.S. Gallons
 

24. Lubrication Truck
 

25. Dredqe
 

26. Mobile Crane, 35 ton
 

27. Weed Cutting Boat, 12 HP
 

28. Cable Tool Water Well Driller
 

29. Generating Set, 50 KW
 

30. Mobile Light Plant, 10 KW
 

31. Ditch Cleanini Machine
 
12. Snare Parts for Items 1-31 and for Existing Equipment
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ITEM 	 D E S C R I P T I ON
 
NO.....
 

WORKSHOP EQUIPMENT
 

A. 	GENERAL SHOP
 

1. 	Floor Crane, 4 ton
 

2. 	Sprocket and Bearing Puller
 

3. 	Hydraulic Jack 50 ton
 

4. 	Hydraulic Jack 25 ton
 
S. Red Devil 110 lbs. Hammers.
 

High Torque Air Wrenches, and
 
Heavy Duty Sanders
 

6. 	Lift Hydraulic, 10 ton
 

7. 	 Electric Welding Plant, 400 Amp.
 

8. 	Mobile Welding Unit, Arc and Gas, Diesel
 

9. 	Overhead Crane 20 ft. Span, 8 ton Chain
 
Hoist
 

10. 	 Air Compressor, 350 cfm.,Trailer Mounted
 

11. 	 Air Compressor, 150 cfm
 

12. 	 Cabinet Benches, Vices
 

13. 	 Track Press
 

B. 	MACHINE SHOP
 

1. 	Shaper, 36" Pass
 

2. 	Mill (Kn.e Type)
 

3. 	Planner, 10 ft. (Travelling Bed)
 

4. 	 Surface Grinder
 

5. 	Too! Grinder
 

6. 	Drill Press, Column 3/4"
 

7. 	Power Hack Saw
 

8. 	 Pedestal Grinder, 12" Stone
 

9. 	 Crankshaft Build-up Machine
 

10. 	 Precision Instruments
 

11. 	 Wrenches: Master Mechanic Set, Heavy Duty
 

12. 	 Electric Hand Drill, 3/4"
 

13. 	 Crankshaft Grinder
 

14. 	 Floor Crane, 2000 lbs.
 

15. 	 Radial Drill 24"
 

16. 	 Lathe, 14 ft., 12" Swing
 

17. 	 Lathe, 8 ft.,- 17"Swing
 



ITEM D E S C R I P T I 0 N

NO.
 

18. Lathe, 6 ft., 12" Swing with Tapper Attachment
 

19. Lathe, 4 ft., 8" Swing
 

20. Spot Welder
 

21. Radial Drill, 24"
 

22. Benches, Cabinets, Vices
 

23. Precision Tocling and Supplies
 

24. Flocr Crane, 2000 lbs.
 

C. MOBILE SHOP
 

1. Lathe/Mii Combination
 

2. Injector Tester
 

3. Hydraulic Hose Machine
 

4. Hose Assembly Machine
 

5. Bench Drill Press
 

6. Owataria Pullers
 

7. Wrenches,Mechanic Set
 

8. Hydraulic jack,25 ton
 

9. Winch (Front Power Take Off)
 

10. Triod
 

11. Gench Grinder
 

12. Hydraulic Tester
 

13. Gasol ine-Electric Starter
 

0. ENGINE OVERHAUL SHOP 

1. Engine Stand
 

2. Valve Refacer
 

3. Valve Seat Grinder 

4. Head Shop Valve 

5. Portable Cylinder Boring Machine,5F x 14"
 

6. Owatana Liner Pullers
 

7. Injector Tester
 

8. Injector Pump Calibrator,8 Cylinder 

9. Mobile Shoo Crane, 5 ton
 

10. Engine Tune-up Kit
 

11. Battery Charoer, 60 Amp.
 

!2. Allison Transmission Tools
 

13. Hoist, 20 ton Tripod _)_
 

Atinex C.2Z.a 

Page 3 of 4
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1TEMNO. 
 DE S C R I P T .0 N
 

14. Elect ic DrilI, 3/41" 
15. Impact Wrenches 
16. High Pressure Steam Cleaner 
17. Honinq Machine 

18. Laping Machine 
19. Mechanic Tuols, English-Metric
 
20. Electric Test Stand, Alt. , Gen. 

21. Engine Analyser
 

22. Impact Wrenches 
23. 01enches, Cabinets, Vi,:. 
24. Pin Press 
25. Air-Commressor, 151 cfn: 

E. .HYRAUL S'CSHOP 
I. Hydraulic Test "ench Pump 600 osi 

2. Hydraulic Cleaning Unit
 
3. Owatana Cylinder Pulling Unit 
4. Hose Assembly "lachine
 

5. Hose Cutting Machine. 

.6. Cleaning Tank 
7. Tools 

F. 	 BRAKE SHOP 
. Mobile Crane, 4 Tin 

2. Compressor (Air), Electric, 150 cfm 

3. Brake Drum Lathe 

4. Disc Brake Lathe, 16" Diameter 
5. Brake Shoe Grinder 

6. Owatana Pullers 
7. Tool Kit (Wrenches) 

8. Tire Remover
 
9. Tire Rim Remover 
10. Benches, Cabinets, Vices
 



ANNEX C.2.b
 

ILLUSTRATIVE LIST OF HYDRAULIC MEASUREMENT EQUIPMENT
 
D = 	 NR IM =RS MANAGEM LT PROJECT 

ITEM 	 D E S C R I P T I 0 N
 

1. 	 Sonic Sounders including Spares
 

2. 	 Chart Paper Rolls for Sonic SoundE.rs
 

3. 	 Recording Current Meters with Accessories 

4. 	 Pyqmy Current Meters with Accessories 

5. 	 Fresh Water Ai rype Current Meters
 

6. 	 Dual-channel Strip Chart Recorder, High Impedance. Multi-Rane
 
with Spares and Accessories
 

7. 	 Digitization Tablet with Diskette Recorder for Sonic Chart
 
Analys is
 

8. 	 Mobile Tcw-T..;pe Trailers to be Equipped as Mobile Sediment Labs 

9. 	 Visual Accumulation Tubes for Particle Size Analysis with
 
Accesso-'res and ronsumables
 

10. 	 Progranriabie Pecket Cakculaters with Accessories
 

11. Fite.glass Flat Bottom Boats 

12 15 HP Outboard Motor 'oat Engines including Spares 

13. 	 Ccnponents of Hydraulic Measuring Equipment such as
 
Improvisement Sets, Reels, Weights, Wading Rods,
 
Suspenrded and Bed Material Samplers and other Accessories
 
of Discharge and Sediment Measuring Equipment
 

14. 	 Surveying rquipment, such as Levels, Staves and other
 
ce.ssor,e s
 

15. 	 Exuendable Equipment NeedEd for Hydraulic/Sedinent/Moroholoeic
 
Mea suremen ts.
 

1G. 	 Sampling Bottles, Cards, Tags, Stoppers, Crates, and Plastic
 
Bags for collection of Suspended/Bed Material Samples
 

17. 	 Vehicles and Office Supplies such as Electric Typewriter for
 
Technical Typing and Plain Paper Copier with reduction 
and reproducing capability 

I 
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ILLUSTRATIVE LIST OF EXCAVAT.IG MACHINERY FOR 
TEPU,JAU AND SIND IRRICATION DEPARTf:IfNKfS 

Estimated Number
 
Item No. Description of Units Required
 

A. PUNJAB IRRIGATION DEPAR!nIENT
 

2
1. Low Bearing Pressure Excavators 


2. Dragline, ! cu. yd. 6 

3. Hydraulic Excavators, 3/4 cu. yd. 2
 

4. Spare Parts
 

B. SIND IRRIGATION DEPARr1ENT
 

i. Hydraulic Excavators, 3/4 .u. -;d. 4 

2. Dragline. 1/t.25 cu. Yd. 2 

3. Bulldozer, 140-150 HP 4
 

4. Mini Dredger 4 

5. Spare Parts
 

ANNEX C. 2.d 

ILLUSTPATIVE LIST OF FLOOD PROTECTION 
TOR THE PABIRIGAION DEPARTMENT 

Item No. Description 

1. Crawler Tractor 
2.. Motorized Scrappers, 15-21 cu. yd.

3. Rear Dump Truck 
4. Outboard Motors
 
5. Generator Sets
 
6. Pile Driving Hammer
7. iiB
Pressure Cleaning Plant
 

8. Dragline, 2-1 cu. yd.
 
9. Side Boom Crane
 
10. Pumping Set Diesel 
11. Spare Parts
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ANNEX C.3
 

ILLUSTRATIVE LIST OF COMMODITIES FOR USE UNDER THE
 
AGRICULTURAL PRODUCTIO. DISTRIBUTION" AND STORAGE PROJECT 

Item No. Description 

1. 	 Grain Bins
 

2. 	 Dryers
 

3. 	 Cleaners
 

4. 	 Baggers
 

5. 	 Elevator Legs
 

6. 	 Augers
 

7. 	 Sorters 

8. 	 Conveyors
 

9. 	 Milling Equipment (Rollers,Filters,Sifters,Soakers)
 

10. 	 Processing Equipment ( Sterilzers,CookersPumps,Strainers) 

11. 	 Canning Equipment 

12. 	 Threshers
 

13. 	 Aerial/Land-sat Photos
 

14. 	 Stereographic Photo Interpretation
 
Equipment 

15. 	 Photo Enlargers
 

16. 	 Mini/Micro Computers
 

17. 	 Edible Oilseeds
 

18. 	 Livestock
 

19. 	 Machine Shop Equipment (Lathes, Stampers,
 
Drill Presses)
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ILLUSTRATIVE LIST OF COMMODITIES FOR USE
 
UNDER THE 	 FORESTRY PLANNING AND DEVEL0PMENT PROJECT 

Item No. Description 	 Estimated NumberImoD rpoof 	 Units Required
 

A. Earthmoving and La,,d Clearing Equipment
 

1. Bulldozer 	 9
 
2. Drum-Chopper 	 2
 
3. Grader/Scraper 	 2
 

4. Backhoe 	 4
 

5. Fuel Trucks 	 4 

6. Lubrication Truck 	 4 
7. Water Truck 	 4 

8. Mobile Maintenance Equipment 	 I set (Sind) 

9. Tractor 	 12 

10. 	 Ridger 12 

11. 	 Di-c Plough 12
 

12. 	 Disc Harrow 12 
13. 	 Scraper 12
 
14. 	 Root Rake 6
 

15. 	 Stump Extracter 1
 

16. 	 Chain Sauses 25
 

B. Nursery £qi.entf: 

1. 	 Seed Storage and Cabinet w/ and
 
w/c Temperature Control 25
 

2. Hand Tools (Shovels, Hoes, Picks) 500
 
3. Wheel Barrows 	 100
 

4. Well Drilling Equipment 	 4
 
5. Seed Balances 	 10
 

6. Tractors (Medium) 	 10
 

7. Mouldboard Plow/Offset Disc Harrow 10
 
8. Sectional Ladders w/safety Belts 10
 

9. Pole Pruners 	 20
 



ANNEX C.4
 
Page 2 of 4
 

Item No. Descliption Estimated Number
 
of Units Required
 

10. Seed "uTb-"'bir
 

iI. Seed tPewinger ]
 
25
12. Seed Blcwer 


13. Cleaning/Grading Vibrating Table 25
 

14. Cold Storage Chambers 	 ]
 

15. Gernin:tin Cabinets w/Light and
 
Temperature Contrcl 	 I 

16. Jacubsen Cer-ination Equipmenc I 

17. -Ray Apparatus 	 I 

C. Surveying Equipment
 

1. 	 Dumpy L eve. 5
 

2. 	 Clinometer 12 

3. 	 Steel Tape 12
 

4. 	 Stad8a Rod 10
 

J 'ransi' 5
 

6. 	 Compass 10
 

7. 	 Tripod 10
 

8. 	 Drafting Equipment 1
 

D. Watering Equipment 

1. 	 Tank Truck 6 

2. 	 Submercible. Electric Pump 25 

3. 	 Hand ?ump 25
 

E. Research and Aalytical Ecuipment 

1. 	 Programmable Calculator 20
 

2. 	 Micro Computer 6
 

3. 	 Weighing Rain Gage 9
 

4. 	 Anemometer wiRecorder 4
 

The-moi;,.'drograph 8
 

6. 	 Pyranograph 4 
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Item No. Description 	 Estimated Number
 
of Units Required
 

7. Sediment Sampler 	 6
 

8. Bed Load Sampler 	 6
 
9. Water Level Recorder 	 20
 

10. 	 Current Meter 3 
].1. 	 Laboratory Balance 6
 

12. Soil Sieve 3 
131 Green House 2
 

14. pH Meter 	 17 
15. Atcmic Absorbtion Spectrophotometer 2 
16. Flame Photometer 	 2
 
17. 	 Microhjeldhal Apparatus 2 
18. 	 Soil Auger 7 
19. 	 Laboratory Reagents
 
20. 	 Sample Bottles and Containers
 
21. 	 Soil Moisture and Temperature Meter 2
 
22. 	 Microscope
 

23. 	 Dissecting Microscope
 

24. 	 Visual Accumulation Tubes For
 
Particle Size Analysis
 
w/Accessories 2 sets
 

F. Education/inforination Equipment
 

I. PhotocoDying Machine 	 6 
2. PMT Offset Plate Camera 	 I
 
3. Photo Reduction Stand with Camera 1
 
4. Darkroom and Printing Equipment 1
 
5. Paper Cutting Machine 	 1
 
6. Offset Press 	 1
 
7. Stitching and Binding Equipment 1
 

8. 	 Electrcnic Typewriter w/Margin
 
Justification and Proportional
 
Spacing (IBM or Xerox) I
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Item No. Description 	 Estimated Number
 
of Units Required
 

9. CoIlatir:g Equipment
 

10. Air -conditioning for Process 
Laborator;
 

1!. Micro Film and Fiche Readers 2 each
 

12. 	 Micro Fiche Camera and Developing
 
.Equ ipment
 

13. 16,an Me.vJie Projector w/Sound 	 4 
IL. 	 16",imi Cameras and Sound Recording
 

Equipment 2
 
15. Slide Prcjector 	 10
 

16. 35mm Camera 	 5 
17. Screens 	 15 

G. Transport Equipnent
 

I. Jeeps 	 30 
2. Carrya1i1s 	 4
 
3. Crew Trucks 	 25 
4. Flatbed Trailer w/Cab 	 9
 

5. Pickup Trucks 	 30 
6. Economy Vans 	 5 
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relopehon No.20618 Twiegtsm. AGRIDiv 

. ). Mo.F,3-10/02-Fert 
(JOVERNEMe OF PAKISTAN
 

MINISTRY OF FOOD. AGRICULTUhRL
 
AND CO-OPERATIVES
 

(Food & Agracullurv Division)
 

ItslimeLJ&. the I tlhAopUl, IV80 

MANZUR AHMAD
 
ADOITIOI1 AI. SECRETAHY. 

I~vA T ZATlC1 IZERamSuiaj.cu:- PI aoFr :AAR,(ErtING. 

Door Mr. Curtis, 

Please refer to ycu.r letter dated 14tim Morci WiU, on th 
l.Oject cited &boe. 

2. The recorrimerniatIons rmaia by the teem of'tortillAr OpeciAlilts 
from AID/Waea-ington to Improve the efficiency of fortlilaor distributlon 
system hae been examnenld In detall inconiultation with te aencles 
concerned. 

3. The -econvnendatlons of AID zicLatliat arv basically in 
crioinane witr our own policy to encourage all fertillzer mnsirictaieu r 
to play an Increaing role In the luoily and distrbutlon of allt ty s of 
fertilizer to te farmer*. Even before we received AID reomnmendatlowm, 
we had held a seriesio neetIngs with both the Lrivate ard oublic sector 
agencies an tnts subject. We la urged uom to enter Into mutually 
acceptable agreements on bilateral basis so that tht pivatet sector 
diIe loft-ashould have an e~aaued &Omana to adequatelsiShUsor 
IrmoorftJfertilizer to food their les outlets and the public sector 
agenclee should similarly get locally orodluced urea an may be required 
bytheen. 

4. We hav re hold furtJr meetings and Ithas been decided 
that at let-at 50% a the imoorted fertillier should be marketed by the 
Drivate sector distributors. T1his fertilLaor would be handed over to 
them by the Provincial Omrrmrrnt genmcles at Karachi on a ship-to-ship 
basis In dC41ordane with their demands which would have been agreed In 
SOvdfne on e yearly Jpasie. Ithas also been decided in principle tt 
uniform Incidenta'-: would be allowed to all private sector distributors 
f-or Marketing Imported fertilizer. 

5. An you arts Dertihos aware, imported fertillzer Is allocated to 
tta four Provinces Ira ()r-e-d rrnead ratio Immediately -a^ arrivl at 
Ka'I, Ino lranLitles of inp6.ito are regulatod by the estimated atailikes 
4vd t need for m4lt* fitng epocitInd levuiIu' -tserves, it Ia thu 
responsibility oi th Provincial Govornments to aneure that shortages do 
not develoc in any part of"their respective :cProvtnces, (If vaeceaary, arjvt 
direct intervention with the help of their own stocks) and we qultities 
earmarked for disributionl in their Qrea are not diverted elwhl're. 
Since uraea Is not being imoortad "n more. It Io necessary that Mhe 
Provrcial Governrmenc agencies continue get it. now ftrn local 
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manufacturers so that their own sate deccts COL1kd provide the full 
vange of ?ertiLzer tc the farmers served by such deoots. Toese 
considerations wa;'rart that the Imported ferti! ize-' sheutd not be 
given to t+he orivate sector directly by F'OFI .ut l.loted through +J e 
Provir'ciai sector agencies. It !s qutte ct.ear, hr.vever, t-at this 

will be onty -z accounting arrangerrent as the irnported ferttLizer 
wilt be trensferred to &%e private sector at the Karachi pert itselt 
This arrarigament will, in essence, achieve the cbective of 
privatisation and yet, at the same time, oromote fuller uticerstardtrg 
and cooperation betveen the ortvate sectcr and the pubLic sector, which 
is so essertial Fcr the success of our fertilizer distributtcm oolicy. 
The Mlnistry of Food and Agriculture would keep an eye on the sLt-xaior 
ard"would not hesitate In securing for the privata distributors even a 
great!r share of Irnpoted fertiltzer, if so required. 

With best regards, 

Yours stnc.3rely, 

CManzur Ahmad) 

Mr. RonaLd V. Curtis,
 
Chief,
 
Cfff'ce of Ag-"(culture and
 
Rurcat Develocmert,
 
US AID Mission to Pakistan,
 
IsLamabad, 



ANNEX D
 

LIST OF PROJECT-SPECIFIC REPORTS/STUDIES
 
ON FILE AT USAID/PAKISTAN
 

1. Pakistan: Privatizacion of Fertilizer Marketing-

A Discussion Paper, by Wolfgang von Spiegefeld,
 
Michael P. McAllister, and William Dunn, October 1982,
 
Office of Agriculture and Rural Development, USAID/
 
Islamabad.
 

2. An Overview of Pakistan's Current Agricultural Development
 
Policy Options, by Kenneth C. Nobe, Agricultural Policy
 
Analyst, Consortium for International Development,
 
December, 1982, Office of Agriculture and Rural
 
Development, USAID/Islamabad.
 

3. Pakistan: Agriculture Coimnodities and Ecuipment (391-0468)
 
Program Evaluation, by Sharon Pines, ASIA/DP/E and
 
Steve Kinsley, SER/COM during the period: December 2- 20,
 
1983.
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