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PROGRAM ASSISTANCE APPROVAL
DOCUMENT (PAAD) AMENDMENT

Block—-18 Continued

All accruals of proceeds to the Cooperating Country from the sale of
grant-financed commodities shall, in accordance with Sectiom 609 of the
Foreign Assistance Act (FAA), be deposited iu a Special Account to be
utilized in development activities in such areas as agriculture, rural
development, water resources, energy, population, education, health or
an7 other use authorized by the FAA and agreed to by both parties, and
where approprilate, may also be used to reduce opium poppy production and
may be made available to pay U.S. administrative costs in Pakistan.

The Cooperating 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 arnum during the grace period and three perceant (3%) per annum
thereafter, on the outstanding disbursed balance of the loan and on any
due and unpaid interest accrued thereon.

Except as A.L.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
States 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.

Mixed Credits: an appropriate clause regarding the availability of these
funds for mixed credits will be included in the Program Agreement.
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I. SUMMARY AND RECOMMENDATIONS

A. Recommendations

1. Funding

USAID/Pakistan recommends that the A.I.D. Administrator
authorize $180 million for the Agricultural Commodities and Equipment
(ACE) Program (391-0468), consisting of $123 million in loan funds and
$57 million in grant funds, to finance the importation of agricultural
equipment, fertilizer and other commodities in support of agriculture
gector activities. Thewse funds represent the third and final tranche,
covering the period FY 1984 - FY 1986, of a $300 million five-year
program, which is designed to support the balance of payments and
agricultural productivity objectivea of the .5, Economic Assistance
Program in Pakistan. The Mission proposes to obligate $70 milliom,
consisting of $30 million in loan funds and $40 million in grant funds,
in FY 1984, Obligations of $60 million and $50 million are proposed in
FY 1985 and FY 1986, respectively.

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 authorizatiom.

B. Summary Program Amendment Description

1. The Qverall Program

The FY 1982 $60 million tranche of the ACE Program initiated
the first major activity of the renewed U.S. Economic Assistance Program
in Pakistan. The Program i1s designed to promote the productivity of the
agriculture gsector through the provision of needed imported commodities
and equipment and to provide balance of paymenta support. Commodities
financed under the Program may support agricultural activities with a
short to medium—term impact, such as fertilizer or other production
inputs; or those with a longer-term impact, such as equipment for
institutions which provide gervices to the agriculture sector. The
Program also serves as one instrument of the agricultural policy dlalogue
with the GOP, along with a major PL 480 Title I Program and other
specific projects in the agriculture sgector.



2. FY 1982 Activities

The FY 1982 Program financed the importation of: (a) 130,000
metric tons (MT) of Diammonium Phosphate (DAP) fertilizer, valued at
$32.8 million; and, (b) earthmoving and workshop equipment and spare
parts, valued at $24.2 million, for the four Provincial Irrigation
Departments (PIDs), in support of the AID-financed Ir:igation Systems
Management (ISM) Project. Fertilizer deliveries were completed in late
November 1982. Equipment is being procured with the assistance of two
Procurement Services Agenta (PSAs). About $10 million worth of the
equipment has arrived in-country. Awards for an additional $5 million
have already been made, and an estimated $2.2 m!llion worth of additional
equipment should be awarded in June 1984. The remaining $7 million worth
of equipment procured with FY 1982 funds is expected to arrive in-country
by December 1984,

No specific policy actions were proposed as part of the FY 1982 Program
Agreement. The PAAD, however, did provide a preliminary overview of
agricultural sector policy issues and policy dialogue opportunities and
identified several policy studies which would be carried out to support
the policy dialogue.

3. FY 1983 Activities

The FY 1983 Program Amendment provided $34 million for the
importation of DAP and Triple Super Phosphate (TSP) fertilizers, about
$13 million for additional irrigation equipment in support of the ISM
Project and other water sector activities, and the remaining $13 million,
of the $60 million authorized, for commodities in support of other
USAID/Pakistan projects in the agriculture and rural development sector.
Deliveries of about 115,000 metric tons of fertilizer, valued at $30.1
million were completed in February 1984.

In early 1984, the GOP requested A.I.D. to finance the importation of $35
million worth of cotton under the ACE Program to supplement domestic
supplies necessitated by a severe production shortfall. Accordingly,
with the concurrence of AID/Washington, approximately $25 million of FY
1983 ACE Program funda, originally allocated for project commodities, was
reprogrammed to procure cotton, and the balance of $10 million worth of
cotton will be procured with FY 1984 funds. Awards for 57,400 bales of
500 pounds each or 28.7 million pounds of cotton, valued at $24.1
million, were made in early April 1984. Procurement of those project
commodities originally planned under the FY 1983 Program will be
undertaken with FY 1984 funds. The remaining approximately $6 million
under the FY 1983 tranche of the program has been allocated for

commodities in support of the ISM Project, and procurement is in
process.

Through a series of side letters, the Mission reached agreement with the
GOP to implement several policy actions in PFY 1983/84 aimed at the
increased privatization of fertilizer marketing. Progress in this regard
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and the findings and implications of policy studies in the areas of
edible oll and agricultural mechanization are described in Section IV.D.

4. PY 1984 ~ FY 1986 Activities

As agreed by AID/Washington during the March 1984 CDSS reviews,
this PAAD Amendment seeks authorization for the balance of the Program's
1ife, i.e., FY 1984 through FY 1986. In accordance with AID/Washington
guidance, this PAAD Amendment defines areas of policy dialogue in which
the Mission 18 working and will continue to work. A policy strategy is
presented in Section IV.D., which identifies desired policy changes and
the Mission's plans for achleving these changes during the life of the
Program.

The ACE program will continue to be incrementally obligated, and the
Mission will hold annual negotiating sessions with the GOP, prior to
obligation of each annual tranche, in which pclicy issues will be
discussed, goals determined, and accomplishments reviewed. Prior to
those negotiations, the Mission will cable to AID/Washington, for its
review, an update on the policy environment, including progress in
achieving objectives defined for the previous year, studies and
implementatlon actions in progress, and its negotiating objectives for
the succeeding year.

A new feature of the program, which is being introduced in the FY 1984
ACE Program, is a private sector commodity import program (CIP)
component. The GOP, in its Sixth Flve-Year Plan, emphasizes the need for
an expanded role by the private gector to meet its development
objectives. To a3sslst the GOP implement this policy, which is also one.
of the cornerstones of A.I.D. policy, the Mission proposes to make some
of the ESF loan funds available to the Pakistani private sector for
importation of agricultural machinery and equipment. An initial tranche
of $10 million for thls component in the FY 1984 ACE Program is
considered adequate to assess demand and evaluate implementation
performaince. If demand for these funds meets expectations and
implementation progreasses smoothly, increased allocations would be
considered in future yeara.

The Misuion proposes to allocate the $70 miliion to be obligated in FY
1984 as follows: $30 million for fertilizer; $10 million for the balance
of cotton requested by the GOP in early 1984; $10 million for the private
sector CIP; and, $20 million for commodities in support of other
USAID-funded projects, specifically, Baluchiastan Area Development,
Forestry Planning and Development, Transformation and Integration of the
Provincial Agricultural Network, and Management of Agricultural Research
and Technology Projects, as well as water gector commodities related to
but not specifically tied to the Irrigation Systems Management Project.
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A summary of the provisional allocation of FY 1984 funds is shown in
Table 1.
TABLE 1

SUMMARY OF PROVISIONAIL FY 1984 FUNDING ALLOCATIONS
(In Dols Million)

Program Component Loan Grant Tot:al
Fertilizer 10 20 30
Cotton 10 - 10
Private Sector CIP 10 - 10
Project Commodities ~ 20 20
30 40 70

Table 2 provides a summery of actual and projected allocations of
funds for the entire five-year life of the ACE Program.

TABLE 2

AGRICULTURAL COMMODITIES AND EQUIPMENT PROGRAM:
ACTUAL AND PROJECTED FUNLING ALLOCATIONS (FY 1982 - FY 1986)
(IN Dols Million)

FY 1982 FY 1983 FY 1984 FY 1985 FY 1986 All Years
Fertilizer 34 29 30 30 30 153
Cotton - 25 10 - - 35
Private Sector CIP - - 10 15 20 45
Project Commodities 26 6 20 15 - 67
Totals 60 60 70 60 50 300
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In FY 1985 and FY 1986, the Mission seeks to reduce its
management/administrative burden and to increase the fast-~disbursing
nature of the program to maximize its balance of payments impact. Our
approach will be to maintain approximately the same level of fertilizer
imports, provided there 1s progress by the GOP in achieving agreed-upon
policy objectives with respect to increased privatization of fertilizer
marketing, and to allocate an increaeing proportion of program resources
to the private sector CIP component, provided this component is meeting
its objectives. Provision is also made in FY 1985 for the procurement of
additional commodities to support other USAID/Pakistan projects,
specifically, Irrigation Systems Management, Transrformation and
Integration of the Provincial Agricultural Network, and Rural Roads
Projects. The Mission recognizes, however, the need to ensure sufficlent
program flexibility to respond to: agricultural production shortfalls or
other emergencies; actual performance on fertilizer policy, other policy
implementation actions, and the private sector CIP; the possible need for
additional commodities for projects to be designed or already approved;
and/or other balance of payments requirements which might arjse over the
next three years.

C. Statutory Criteria and Mission Director's Certifications

The statutory checklists and Mission Director's 61ll(e) and 612(b)
certi{fications contained in the original PAAD remain valid.

D. Program Amendment Issues

1. Policy Dialogue

Section IV. summarizes the broad USG and GOP policy goals for -
the six-year ESF package and for Pakistan's Sixth Five-Year Plan.
Theseprovide the context within which the ACE Program supports and
reinforces key elements of the Mission's macro and agricultural gector
policy objectives. The ACE Program does not operate in isolation as a
policy tool, but serves to amplify and strengthen a complex set of policy
discussiona which the Misslon will sustain with the GOP over the coming
several years. Therc 18 & core set of policy issues, however, which are
more explicitly bullt into the structure of the ACE Program. The
Mission's plans and objectives in these areas are outlined in Section IV.

In response to AID/Washington's suggestion that the Mission develop a
formal ACE policy dialogue matrix with preplanned goals, annual targets,
benchmarks, and the 1like, the Mission's experievce shows that such an
effort isa not practical avd could introduce undeslirable Inflexibility
into the diaslogue. Gains 1n the policy area often cannot be
preprogrammed. Therefore, although the PAAD Amendment outlines how the
Misaion will pursue policy objectives under the ACF Program, no specific
rate of progress 18 projected. The Mission will continue to share policy
performance reports with Washington and ensure that its annual
negotiations on the ACE Program provide opportunities for both the
Mission and AID/Washington to assess progress tuwards objectives in light
of the total policy scene in Pakistan. We believe that this is not only




~-6=

realistic, but also is the most effective way to build the ACE Program
into our overall multi-year, multi-sector development dialogue with the
GOP.

2. Local Currency Generations

Section 609 of the Forelgn Assistance Act (FAA) requires that
the reclpient country establish a Special Account for commodities to be
furnished with ESF on e grant basis under arrangements which result in
the accrual of proceeds to the recipiert counrtry ¥from the sale of such
imported commodities. Under the FY 1984 ACE Program, of the $40 million
In grant. fiaarctiy, only the $20 millto « w1locaied for fertilizer falls
within thus lepisiative regquirement. No rale or accrual of proceeds, as
contemplated under FAA Section 609, will occur for project commodities
imported under the Program since the GOP does not “"sell” these
commodities to the provinces nor is there an "accrual of proceeds™ to the
GOP from the transfer of these commolitles to the provinces. Based on
negotiations wirth the GOP, the Miamaion has alro concluded that, in
contrast to the FY 1982 and FY 1983 Programs, rupee generations from ESF
loan-financed commodities will not he included in a Special Account. In
FY 1985 and FY 1986, only rupees accrulag from the sale of ilmported
grant~financed commnddticr under the ACE Progrim will be deposited in a
Lpecial Account. (See Section VIIT.C.}

3. ACE Program Pipeline

A total of $120 million, consisting of $74 million in loan
funds and $46 million in graat funds, las been obligated to date under
this Program. A+ of Merch 31, 1984, $5+.6 mt):*or tn loan funds and
$10.9 militon fo grant funds or a total or $52.8 wmiliion had been
diabursged., An additional $20.6 million Iin loan funds and $13.0 million
in grant funde or a total of $33.6 million should be fully disbursed once
payments are made for the fertilizer which arrived in February 1984 and
for the cotton which is acheduled to arrive fa Sune/July 1984, leaving an
undtsbursed balance of $22.6 million in grant fundas. As discussed in
Section IT.B., this latter amount {8 cape~tid to be fully disbursed by
December 1984,

4, Private Sector CIP

The private mector "window" 1., the ACF Pregram 1s an important
element of the Miwgicn's overall program o! nsupport to the GOF's Sixth
Five-Year Plan grnal of enhanced private sector actlivity in Pakistan. The
effective demand for U.S. equipment will raflect a bhalancing of three
factorn: (a) technologfcal advantage of 1.%. suppiied equipment; (b)
quality advantages of .9, equipment; and, ‘o) price competitivenesgs of
U.53. equipment, It the .S. had to compete on price alone, there would
be some doubt as to the total demand {or 1.5, goods under the Program.,
In fact, however, the alope nof the demand curve faor U.5. agrlbuslness
equipment in Pakistan will be determined at least as much by the fact of
.S, propelatary techncicgy embedded fu a0 goods and In the U,S.
qual ity advantage tn nome areas of agrt.o oitorw . covdpment., There i no
wily to prove quuntiiat'vely a demand Jevel 1o the context oi a dvnamice



i

marketplace. The Mission will, however, test the market with a phased
approach to credit availability. The FY 1984 ACE Program will make $10
million available through banks to the full universe of private sector
borrowers. Based on the actual track record of this initial tranche, the
pace of future tranches will be phased.

The Mission has held numerous discussions with GOP officials on the
private gector CIP component but has not yet received official GOP
concurrence with some elements of the proposed program. Section V.A.3.c.
describes the likely characteristics of the program and reflects the
position the Mission 18 taking in negotiations with the R0OP on these
matters. The major issues still under negotiation relate io
participating banks, eligible importers, proposed payback periods for
borrowers, procedures for making allocations to the banks, and the credit
ceilings of participating banks, We anticipate reaching agreement with
the GOP on these outstanding issues by the time of Program Agreement
Amendment negotiations and will document the agreed upon particulars of
the program, in a countersigned PIL, prior to the disbursement of funds
for the private sector CIP component. (See Section IX.)

E. Contributors to the PAAD Amendment

The following individuals contributed to the development of this
PAAD Amendment:

Jalil Ahmed - Program Speclalist (Water Resources),
Nffice of Agriculture and Rural
Development, USAID/Pakistan

Russel Backus ~ Apsistant Agricultural Development"
Officer, Dffice of Agriculture and
Rural Development, USAID/Pakistan

John Blackton - Chief, Office of Program,
USAID/Pakistan

Allen Hankins ~ Chief, Office of Agriculture and Rural
Development, USAID/Pakistan

Donor Lion ~ Director, USAID/Pakistan

Linda Lion - Chief, Office of Project Development

and Monitoring, USAID/Pakistan

Robert Mathia —~ Assigtant Project Development Officer,
Office of Project Development and
Monitoring, USAID/Pakistan

Paul Mulligan ~ Program Economist, Office of Progranm,
USAID/Pakistan
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James Politte = Procurement and Contracts Officer,
Office of Projact Development and
Monitoring. USAID/Pakistan

Barry Primm - Agriculture Economist, Office of
Agriculture and Rural Developunent,
USAID/Pakistan

Stephen Spielman ~ Regional Legal Advisor, USAID/Pakistan

Jimmie Stone - Deputy Director, USAID/Pakistan

Wolfgang Von Splegelfeld

Chief, SER/COM/NEA, AID/Washington

Abdul Wasay - Economic Specialist, Office of
Agriculture and Rural Development,
USAID/Pakistan

IX. BACKGROUND

A. Relercionship 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 speclific development activities by financing imports of
critical agricultural commodities and equipment. It Berves as an
important vehicle, in cornjunction with other elements of the asaistance
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 implemeatation of key policy changes.

B. Reviev of Program Implementation Experience to Date

Although some delays and problems were encountered at the
beginning, implementation of this Program is now proceeding
satisfactorily. The basic rationale of the Program continuea to be
sound, and the mode of implementation remains appropriate and valid for.
most of the commodities to be financed under this Program over the next
three years.

1. FY 1982 Program

a. Fertilizer

The FY 1982 Program Evaluation report states: "Procurement
(of fertilizer) went smoothly and according to schedule.” Once agreement
wag reached between the GOP's Federal Dircctorate of Fertillzer Imports
(FDFI) and SER/COM, AID/Washington on the terms and conditions in the
Invitation ror Rids (IFB) and Charter Party, the tendering and award
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phases of the procurement, which were undertaken by the Pakistan Embassy
in Washington, D.C. with the assistance of SER/COM, using host country
procurement procedures, went extremely smoothly. Deliveries of 130,000
MT of DAP fertilizer, valued at $32.8 million, were completed in November
2982 as scheduled and well in time for fertilizer application during the
1982/83 rabi (October - March) crop season. Allocations of the
fertilizer by province were made in accordance with the established GOP
formula for fertilizer distribution as follows: Punjab = 67 percent;
Sind = 22.5 percent; NWFP * 9,0 percent; and, Baluchigtan = 1.5 percent.
O0f the $34 million in loan funds allocated for fertilizer in the FY 1982
PAAD, $32.8 wmillion was fully disbursed by March 1983, and the remaining
$1.2 miltion, which was applied to the FY 1983 Program fertilizer
procurement, war fully disbursed by March 1984.(See Annex B,)

b. Equipment

The FY 1982 PAAD provided $24.2 willion in grant funds to
import earthmoving and workshop equipment and spare parts for the four
Provincial Irrigation Departments (PIDs). The equipment will be used to
support the objectives of USAID/Pakistan's FY 1983 Irrigation Systems
Management (ISM) Project (391-046/), which is beinyg 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 iIn the ACE Program following IBRD and
USAID/Pakistan's determination that the equipment was needed, would be
effectively utilized and maintained, and was jus “'ed in advance of the
final dewsign of the TSM project. The ability tc ~tlate procurement of
these long lead 1tems through the PAAD mechanism will accelerate the
implenentation of the ISM project.

Of the $24.2 million worth of equipment, approximately $130,000 worth of
commodities 18 being procured directly by USAID/Pakistan through AID's
Excess Property Program and 1s expected to arrive in-country by July
1984. The remainder 18 being procured by two Procurement Services Agents
(PSAy8) ., who were competitively selected, in accordance with A.I.D
procedures for host country contracting, with USAID/Pakistan acting as
Agent of the GOP. Contracts with the PSAs were executed in August 1982,
However, initiation of the procurement process was significantly delayed
due to the time required to: (1) prepare and obtain approval of required

Gob planntug documenta (PC-is) to permit the fmperiation of the
commodities; and, (i1) reach agreement among A.1.D. and GOP participating
entitles, juciviing the Federal Government and all feour Prouviuncial

Governments, on both the types of commcdities to be procured and the
specifications for these items. All of these problems have been
resolved, and progras-financed commodities began arriving In October 1983.

An of March 31, 1984, about $10 millton worth of earthmoving and other
heavy equipment had arrived in-country and was delivered to the
approprlate Province; another $2.1 million worth of this category of
equipment has been rhipped. Awards totalling $2.9 million for workshop
and hydraulic measuring equipment were made by mid-February 1984, and
theae commoditien rhould arrvive in—country in June 1984. An egtimated
$2.2 million worth of additionsl workshop equipment should be awarded in
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June 1984, All of the remaining $6.9 million worth of commodities
procured with FY 1982 funds 1s expected to arrive in~country by December
1984, The balance of FY 1982 grant funds, which has been used for PSA
feea, in-land transportation, and other related commodity costs, should
be fully disbursed by December 1984,

A total of about 2,500 different items in various quantities for all four
PIDs will have been procured under the FY 1982 Program. Desgpite the
delays encountered in inltiating the procurement process and the problems
which had to be addreased subsequently relating to the need for
retendering and the 1like, the Mission and the GOP are satisfied that the
implementatlion approach using PSAs has proven sound, given the number and
diversity of commodities involved. The assistance of the PSAs in
proc.-38ing insurance claims on damaged gonds, arranging for supplier
training, and facilitating communicatifons with suppliers has been
invaluable. The lessons learned by the GOP and the Mission in
implementing the FY 1982 program should facilitate the expeditious
{uplementation of future tranches of the Program.

c. Policy Studies and The Policy Dialogue

No smpecific pollicy actions were proposed as part of the FY
1982 Proygram. However, the Migsion did carry vut or initiate several
studies, as described in the original PAAD, to identify policy options
and recommendations to support the Mission's policy dialogue with the GOP
in the agriculture sector. Thege included mtudies of Pakistan's overall
economic policy rramework snc agricultural development policy options,
and specific studies of the eodiblie ofil and fertilizer marketing
sub—-gectors. The resaults of these studles have provided the analytical
base and framework of the Mimsion's strategy and approach to undertaking
a policy dialogue with the GOP both under this Frogram as well as under
other AID-financed agricultural sector projects. For example, the
fertilizer marketing study provided the basis for policy negotiations
under the FY 1983 PAAD Amendment related to an expanded role by the
private sector in fertilizer marketing. The agricultural development
policy options study identified specific pollicy actions which are being
or will be pursued under the Misaion's Irrigation Systems Management,
Food Sect .., Mana~ement, Management of Agricultural Kesearch and
Technology. and Tranaformatinn and lntegration of the Provincial
Agricul* i1al Metwork Projects. The findiugs and recommendatlons of the
edible 01l studv provided the framework for the Mission's policy dialogue
wl' it the GOP under the PL 480 Program as well ag the Mlsslon's proposed
“vl!cy strategy under the FY 1984 ~ FY 1986 ACE Program. (See Section
Iv.Dp.)

d. l.ocal Currency Generations

Under the FY 1982 ACE Program, only the fertilizer, which
arrized in November 1982, genereted rupeesn which were deposited in a
Special Account. The Migsionn 's currently engaged in discussions with
the GOP concerning the handling .f these local currency generations.



e. Evaluation Findings

In December 1982, a two-person evaluation team from
AID/Washington examined implementation performance for the first nine
months of the Program. A summary of the team's findings was provided in
the FY 1983 PAAD Amendment, The evaluation served as the basis for the
design of the FY 1983 Program and has been taken into account in the
design of the proposed FY 1984 - FY 1986 Program,

2. FY 1983 Program

a. Fertilizer

Deliveries of 103,900 and 10,500 MI's of Diammonium Phosphate
(DAP) and Triple Super Phosphate (TSP), respectively, valued at $30.1
million, were completed in February 1984. The implementation procedure
vas the same as that used under the FY 1982 Program. Of this amount,
$1.2 million was charged against the FY 1982 Program and the remaining
$28,9 million was charged against the FY 1983 Program, leaving a balance
of $5.1 million of the $34 million in loan funds which had been allocated
for fertilizer.

b. Other Commodities

In addition to an allocation of $34 million for fertilizer,
the FY 1983 PAAD Amendment provided about $13 million for additional
irrigation equipment in support of the ISM project and other water sector
activities, and the remaining $13 million for commodities in support of
other USAID/Pakistan projects in the agriculture and rural development -
sector. In early 1984, however, the GOP requested A.I,D. to finance the
importation of $35 million worth of cotton under the ACE Program to
supplement domestlc supplies necessitated by a severe production
shortfall due to unseasonable weather and pest attacks. Production
dropped to 2.95 million bales as compared with a target of 5.2 million
bales. This represented a 39 percent reduction as compared with last
year's actuel production level and was 43 percent lesa than the target
production figure. Cotton production in PFY 1Y83/84 was not only
insufficlent to meet domestic consumption .equirements, thereby adversely
affecting Pakistan's cotton textile industry, but also widened an already
serious trade ga? for the GOP, Accordingly, with the concurrence of
AID/Washington, 325 million of FY 1983 ACE Program funds, originally
allocated for project commodities, was reprogrammed to procure cottonm,
and the balance of $10 million worth of cotton will be procured with FY
1984 funds.

The procurement process was beset, until just before awards, by
controversy involving the cancellation of U.S. private gector contracts
by Pakistani private sector importers. It wasg belleved in some quarters
that at least some of these cancellations occurred because the
A.I1,D.,~financed procurement was thought likely to drive down prices.
Prior to the issuance of the tender document, however, cotton prices
rose, which satisfied the concerns of the U.S. private sector.
Otherwise, the procurement process went extremely smoothly.
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Procurement of the cotton followed the same procedure employed for
fertilizer under the FY 1982 and FY 1983 Programs. Specifications were
Jointly developed by Mission and GOP representatives and reviewed by
SER/COM, AID/Washington. A representative of the GOP's Cotton Export
Corporation (CEC), which will be reaponsible for clearing the commodities
through customs and distributing the cotton, reviewed the IFB and
participated in the tendering and award process in Washington, D.C. with
SER/COM and Pakistan Embassy officials. Awardes for 57,400 bales of 500
pounds each or 28.7 millioa pounds of cotton, valued at $24.1 million,
vere made in early April 1984, Deliveries are expected to be completed
by June/July 1984,

The remaining approximately $6 million in FY 1983 funds is being used to
procure: (1) about $700,000 worth of vehicles, directly by the Missionm,
in support of the ISM project, which are scheduled to arrive in-country
by May 1984; and, (11) an additional $5.3 million worth of earthmoving
equlipment in support of the ISM project, which should arrive in-country
by December 1984. Procurement of other project commodities originally
planned under the FY 1983 Program will be undertaken with FY 1984 funds.
In summary, the $60 million obligated in FY 1983 ghould be fully
digburgsed by December 1984.

¢. Policy Studies and The Pollcy Dialogue

Through u serles of side letters, the Mission reached
agreement with the GOP to {mplement several policy actions aimed at the
increased privatization of fertilizer marketing. FY 1983 Program
Amendment negotiations focused on three aspects of fertilizer marketing:
(1) allocaticn of at least 50 percent of all fertillzer imports to the
private pe:tor with progressive increases in subaequent years; (11) the
sane level of incidentals on imported fertillizer for all fertilizer
distributors; and, (111) allocation of imported fertilizer to all
alloteen on a timely basis. Progress in implementing these policy
actlons 1a discussed in Section TV.D.

An agricultural mechanization study was completed in December 1983 and
examined, inter alie, the employment, production and income distribution
impact of mechanization; both on-farm ané of f~farm usc of tractors; the
potential for increased uge of tractors and tractor-related equipment;
and, issuesa and coustratnis in the area o! small-farm technology. The
major concluston of the sturly was that Pekistan has not yet reached the
optimum denirable level of farm mechanizetion and therefore ghould
continue to support tracterization, with minor adjustments in current
policies relating to raw materials importation, regularized testing and
certification, and requirements for the increased utilization of local
enmponentry. The findings and implications of this study, am well as the
comprehensive edible oil gtudy, which wes initiated in 1982 and completed
in December 1983, are further diacudsed in Section IV.D.

A fertilizer pollcy study, which 1o deslgned to bufld on the work
undertaken to date, 18 scheduled to begin in June 4984 and will focus on
such areas as: phasing out puhlic sector fertilizer diutributors; removal
of the fertilizer gubsidy; fertilizer retatl price policy; dealers and
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farmers' fertilizer stocks; e¢fficlency of fertilizer use at the farm
level; and, policy analysis capabilities of the National Fertilizer
Development Center (NFDC). In addition, several other major studies
related to buffer stocks, agricultural price policy, and food rationing,
which will be initiated in early 1985 under the recently approved Food
Security Management Project (391-0491), are described in Sectiom IV.D.

d. Local Currency Generations

Both the cotton and fertilirzer procured under the FY 1983
Program will geunerate rupees which will be deposited into a Special
Account in accordance with the terms and conditions of the FY 1983
Program Agreement Amendment. The first report on the proceeds from the
sale of fertilizer, which arrived in-country in February 1984, is not
expected to be received by the Mission from the GOP before August 1984,
Similarly, the first such report on cotton, which should arrive
in-country in June/July 1984, is not expected to be pubmitted to the
Mission by the GOP before January 1985,

II1. PROGRAM MACRO-~ECONOMIC CONSIDERATIONS

A. The Economy

The economic trends described in the original PAAD in March 1982
and the PAAD Amendment in May 1983 continue to persist in Pakistan.
Government policies sti1ll are oriented toward fiscal and monetary
restraint, incentive creating input/output relationships in agriculture,
improved efficiency in the public sector and mobilization of the private
sector. Theae¢ policies have contributed to an annual rate of growth of
gross domestic product (GDP) of about six percent over the last six
years, This year, however, i1s likely to see a lower growth rate, largely
because of poor cotton and wheat crops. In addition, the slowdown in
remittances, which directly affects gross national product (GNP), will
indirectly restrain GDP growth, GDP will probably grow by less than five
percent in PFY 1983/84.

The sustained growth in the economy has been due, in part, to favorable
crop production in the agricultural sector aud, in part, to a public
gector industrial policy that has concentrated on the completion of
projects while holding back on new starts. The combination of good
weather, favorable price pollcies and additional arabie land brought
under production have resulted in steady output growth despite little
impruvement 1n ylelds. Similarly, conservative public sector policiles
have resulted in industrial growth based on earlier investments despite
low current investment and savingas ratios. The questinn marks are
whether agricultural output will continue to grow in the absence of ideal
weather and net additions to land under cultivation and whether the
private sectcr will increase its rate of industrial investment as public
gector investment falls off,
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The experience of PFY 1982/83 suggests that the private sector will not
fi11l the investment gap left by the public sector. For example, private
gross fixed inveetment in PFY 1982/83 was the same percentage of GNP that
it had been for the last three years while the public shares declined
from 9.4 to 8.5 percent. Qualitative evidence for the current fiscal
year also suggests that a sharp upturn of inveatment by the private
sector 18 not in the carda. The launching of the implementation of the
GOP's Sixth Five Year Plan ou July 1, 1983, with its strong emphasis on
the private sector, may be too recent to have had any significant

impact. Furthermore, the private sector still is deterred by shortages
of electricity, natural gas, communications, ‘ansport and medium and
long-term credit. The Government has not promulgated its deregulation
package, and the private sgector still is wary of making long-term
investments. The investment data probably underestimate the role of the
private sector because very little information is available on the
small-scale sector, which appears to be booming. Nevertheless, one key
to continued growth is greater investment by the medium and large private
industries.

The rate of savings in Pakistan 1s important for increased private
investmeat and the fiscal health of the Government. Both gross domestic
and groas national savings are low by standards of similar countries,

The past year, PFY 1982/83, witnessed a substantial increase in gross
national savings from 11.7 to 14.1 percent. This increase was due to the
introduction of savings schemes that pay high rates of interest (up to 15
percent), are tax free, and provide a means for "black market money” to
earn a return. The funds from these schemez have been used to finance
the Government deficit and thus have not contributed to a loosening of
credit nor to additional private investment. Even public investment and
the development budget have been shrinking as a share of total public
expenditures. Thusg, the need exists to mobilize additional public
regources and to insure that it i1s used for investment rather than
consumption.

The credit and inflation situation are mixed. The mnney supply increased
by more than 25 percent in PFY 1982/83 because of the large increase in
foreign exchange reserves. At the same time, inflation declined, perhaps
due to the reduction in the budget deficit and adequate supplies of
important commodities. The situation now 1s confused. There will be a
substantial drawdown of foreign exchange reserves in PFY 1983/84, which
already is serving to lower the expanaion of the money supply. On the
other hand, inflation has increased, due probably to the earliler
expansion of the money supply, and definitely to shortages and price
increases for onionas, edible o0il and some other commodities. The cotton
crop is roughly 39 percent lower than last year, which has resulted in
higher prices for cotton which undoubtedly will have some effect on
textile prices.

The size of the budget deficit for PFY 1983/84 also is unclear. The
portion to be financed by domestic bank borrowing was projected to be 1.5
percent of GDP in the budget. The assumptions underlying 1t (strong
revenue performance, regtraint on the growth of expenditures, recovery in
net external assistance) are not holding true., In particular, there 1s
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an unexpected subsidy on ediole nll. Thua, the deficit probably will be
larger than projected, leaoing to higher inflation.

B. The Balance of Payments

Pakistan suffers from a chronic balance of payments deficit.
Exports for PFY 1982/83 were about 47 percent of imports and the trade
deficit was 9.5 percent of GNP. The current account deficit was 1.8
percent of GNP, Workere' remittances and a partial recovery of exports
were the reasons for the substantial improvement in the current account
deficit. Exports of raw cotton, cotton yarn and the "other category"
increased substantially during the year. These exports plus remittances
reduced the current account deficit from $1,530 million to $554 million
in one year. (See Table 3.)

The change in foreign exchange reserves in PFY 1982/83 was even more
dramatic than the change in the current account balance. Resgerves
declined by $198 million in PFY 1981/82 whlle they increased by $ 1,111
million in PFY 1982/83. This reversal and buildup in foreign exchange
reserve were caused by the improved current account balance and also by
substantial capital inflows. Long-term capital inflows Increased from
$730 million to $1,264 mi_ldior during the same period. This gain was the
result of increased foreign assistance disbursements, a larger net flow
of IMF funds, and other caplial inflows.

The outlook for the period covered by this PAAD Amendment 18 much less
favorsble than the PFY 1982/83 expertence. The GOP projections that
appear in the World Bank review of the Puskistan economy of February 24,
1984 show current account def'cita of $769 and $849 million,
respectively, for the next two yvars, and we anticipate gimilar levels
for the balance of the PAAD Amendwmant perilod. The reasons given for the
projected increases are anticipated alower growth in workers' remittances
and a rapld increase in cdible il lmpoitas. The large base of imports
relative to exports alsmo Tn cupected to conrribute to rhe larger
deficit. The GUI releasec new projections beiore the April Consortium
Meeting in 1984 whlch proiecied the current account deficit to be $837
million in PFY 1983/84 and $984 million in PFY 1984/85. These
projections represent 2.5 percent and 2.6 percent of GNP for the two

yearg. The latter vea:'u {lgure assumes tias. there will be no growth in
remittances, but that exportas will Increase by 19 percent and imports by
10 percent. The original ;. Jectlons of the GUP whowed forelgn exchange

reserves increasing by $440 million jn PFY 1983/84 and no change in PFY
1984/85. The revised figures show & drawdown of $128 million in PFY
1983/84 and $270 million ‘o PFY 1984/85,

The current level of foreign exchanpe reserves In Pakistan is equal to
about 15 weeks of imports. This 1s a high level for Pakistan, but it is
projected to fall. The termination of the IMF Extended Pund Facility
will substitute capital outflows for the cupltal inflows of the past
three years. Remittances heve been declining for the past three monthas,
compared to iasl year's experlance. Most of this decline probably cannot
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TABLE 3
THE BALANCE OF PAYMENTS, PFY 1979/80-1984/85

(In U.S, $ Million)

1979/680 1980/81 1981/R2 1982/83 1983/84/a 1984785/} .

Trade Ralance =2,51% =2,765 =3,373 =-2,989 =3,423 =3,743
Exports (f.0.b.) D, hai 2,798 2,318 2,627 35,022 3,475
Imports (£.0.b.) ~h 854 =5,563  ~5,691  =5,616 =6 ,445 ~7,218

Ioyieiblee (net) 1,373 214 sl 2,435 2,654 2,201
Workers” remittances 1,748 2,097 2,225 2,886 3,174 3,491
Interest puymentsfc =287 -397 =453 -421 -h49 -484
Other invisibles (net) ~88 34 71 ~30 ~71 -106

Current Accopunt Balance =-1,140 =991 =1,530 =554 ~169 ~842

Long-Term Capital (net) 831 581 7300 1,264 816 955
Grose dishursementyu »

(official) 1,054 956 f,102 1,301 1,259 1,384
Amortizationfs ~30% =516 ~492 ~389 =443 ~48H
Other By 141 120 352 - 59

Rasic Balaunce =303 =410 ~800 110 41 113

Fxrors and Owissions (net) =B - =18 24 - -

BRB Allocation -39 —_— — - — —

Qfficjal Short-term and
Reserve Movements 272 419, 818 =734 AL - =13
Official short-term

inflow 356 ) ) ) ) )
Official short-term Y 50 =12 ) =49 ) 26 ) -32

outflow -304 ) ) ) ) )
IMP (net)/d 78 315 158 413 -63 -113
SBP reservas drawdown

(-~ = increasa) -6 2 -291 198 -1,111 ~10 -
Foreign Central Bank '

Deponite 214 - - - - -
Other 290 3136 274 13 - 32

/s Revised Covernment estimates.

/b Government projections,

/c. Ynterést and amortization sre adjusted for debt relief.
/4 TIncluding Trust Puund. :

SOURCE: - Takistan: Recent Leononic Developments, World Bank, Report No. 4906-PAK,
page A4 Tebruary 24, TORY,
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be attributed to speculation as to further depreciation of the rupee.
Exports depend on the weather, the world economy, protectionism and
geo-political factors over which Pakistan has no control.

The drawdown in foreign exchange reserves need not harm the Pakistan
economy and might help by reducing inflationary pressures through a more
slowly growing money supply. The GOP does not want to restrain domestic
credit expansion because such restraint might curtail the private sector
revival on which the GOP's Sixth Five Year Plan depends.

C. Economic Impact of Program Amendment

The proposed $70 million tranche of the ACE program in U.S. FY
1984 will contribute to strengthening Pakistan's balance of payments.
Thie program plus the PL 480 Title I Program for the purchase of edible
oil and the proposed Energy Commodities and Equipment Program to be
launched in U.S. FY 1984 are the major USAID efforts to directly support
the balance of payments with FY 1984 funds. All three programs will
result in substantlal generation of local currency which will assist the
GOP in managing its budget. Based on the latest figures, the FY 1984 ACE
program will result in the current account deficit being approximately 10
percent lower then would otherwise be the case. Without these three
programs, the —xpected Arawiown in foreign exchange reserves in 1984/85
would be slightly move than 50 percent larger than projected. The
projections given In the section above, however, include these expected
programas.

The importation of cotton, fertilizer and other commodities under the ACE
program should not exacerbate the inflationary situation in Pakistan. In
fact, the program will reduce inflationary pressures by reducing the
sizes of the current account and the Government budget deficits. Most of
these commodities would have been imported even without this program.
Government expenditures are not likely to increase as a result of this
program.

D. Recent Agricultural Production Trends

In terms of real GDP, Pakistan grew by 5.8 percent during PFY
1982/83. The agricultural sector grew by 4.8 percent during the same
period, as cowmpared to 3.5 percent for the previous year, and remained
the largest co~tor of the cconomy, accounting for 29 percent of the GDP,
enploylng 55 purcent of tlie labor force, and providing directly or
indlreectly 70 percent of export earnings., All crops, except for tobacco
and sugarcane, reglstered increases in PFY 1982/83, Table 4 presents
area and production statistlcs by major crop category for PFYs 1981/82,
1982/83 and selected estimates for PFY 1983/84,

Wheat and rice, the most 1mportant food crops, reached record production
levels in PFY 1982/83 with the former being exported for the first time.
Sugarcane production, on the other hand, dropped slightly, partially due
to reduced acreage planted. Oilseed production remained nearly the same
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TABLE 4

ARFA AND PRODUCTION OF MAJOR CROPS, PFY 1981/82 - 1983/84

Crop Area in (000) Hectares Production in (000) MTs
1981/82 1982/83 1983/84 1981/82 1982/83 1983/84

Major Cereals

Wheat&/ 7223.0 7398.0 7274.0  11304.0 12414.0 11500.0

Rice 1976.0 1978.0 1954.0 3430.0 3445.0 3567.0
Oilseeds

Rape/Mustard 391.0 385.0 na. 238.0 246.0 na.

Sunflower 2.4 4,2 na. 4.4 4.5 na.

Suybean 3.7 4,1 na. 1.4 1.4 na.

Groundnut 59.7 69.3 na. 72.2 84.1 na.

Sesame 42.8 28.5 nA. 16.8 10.8 na.
Coarne Grains

Sorghum 392.5 389.7 na. 224.,6 221.9 na.

Millet 559.3 431.1 na. 272.4 220.9 na.

Maizoe 739.1 789.2 NA . 938.4 1005.4 na.

Barley 721.6 263.1 ne. 157.5 185.3 na.
Pulses

Lentil 74 .0 77.5 na. 31.4 36.0 na.

Magh 66.0 73.8 na. 32.7 30,3 - na.

Mung 65.6 79.0 na. 31.6 39.6 na.

Gram 860.7 892.9 na. 286.4 491.0 nd.
Other

Cottond/ 3214.0  2263.0  2250.0  4398.0 4844.0  2950.0

Tobacco 43.1 43.1 na. 69.2 64.7 na.

Sugarcane 247.0 912.0 A79.0  36580.0 32533.0 35018.0

Source: Agricultural Statistics of Pakistan-1982, Planning Unit, MOFAC,

Islamzbad (for 1981/82 - 1982/83 data) and Miniatry of Food,
Agriculture and Cooperatives (for 1983/84 data).

a/ Due to delayed rains, wheat production in PFY 1983/84 is not likely to
exceed the previous year's level,

b/ Production is in thousands of bales.

lateat GOP estimate.

The 1983/84 production figure 1s the
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even though combined acreages of sunflower and soybeans increased by 36
percent. Due to the record corn crop and a slight increase in sorghum
yields per acre, coarse grain production rose about 3 percent deapite a 3
percent decrease in acreage.

Due tco favorable conditions, gram yields per acre improved substantially
resulting in a 56 percent increase in pulse production for PFY 1982/83.
However, cotton production for the pame year is estimated to be 61
percent of the previous year as a result of pests and untimely rains,
which is expected to significantly increase the need for edible oilseed
imports. Finally, acreage planted in tobacco remained constant while
production dropped 6 percent in PFY 1982/83.

The livestock portion of the agricultural sector is, with one exception,
showing continued slow progress despite intensified government production
efforts. As shown {n Table 5, cattle and buffalo registered the smallest
percentage increases while the small ruminant categories (goats and
sheep) increased 3.6 and 3.1 percent, respectively. The poultry industry
continues 1tse rapid expansion with a 1982/83 growth rate of 12.7

percent. Milk and meat production increased by 3 and 6 percent,
respectively. The latter is attributable to the large increases in
poultry production.

TABLE 5

LIVESTCCY PO“ULA}‘ON AND MILK, MEAT AND FGG PRODUCTION
FrY 1980/81 ~ 1983/84

Category 1980/81 1981/82 1982/83 1983/84
Livestock (000#s)
Cattle 15770 15969 16160 na.
RBuffaloea 11910 12190 12480 na.
Sheep 22110 22810 23520 na.
Goats 25840 26760 27720 na.
Poultry 58250 65650 74000 na.
Production
P"f ll 00() sy 2194 9382 9660 10100
Meat (000 MT) 369 918 940 1000
Eggs (000,000) 2427 2815 3000 3612

Source: Agricultural Stati{etics of Pakiatan-1982, Planning Unit, MOFAC,
Iglamabad (for 1980/81 - 1982/83 data) and Ministry of Food,
Agriculture and Cooperatives (for 1983/84 data).
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IV. AGRICULTURAL POLICY ANALYSIS AND DIALOGUE

A, Overview of the Policy Context of the ACE Program

This section presents the broad USG and GOP policy goals for the
six-year ESF package and for Pakistan's Sixth Five-~Year Plan. These
provide the context within which the Miggion will utilize the annual ACE
negotiations to support and reinforce key elements of both its macro and
ag:sicultural sector policy objectives.

Like all Commodity [mport Programs (CIPs), the ACE program 1s first and
foremost a balance of payments (BOP) tool. As such, it provides the
Mission an opportunity to link the ACE negotlations to other
USAID/Pakistan balance of payments negotiations (especially PL 480 Title
I and the upcoming FY 1984 Fnergy Commodities and Equipment Program) in a
broad review of resource allocation priorities in Pakistan. The
foundation of the six—-year ESF program in Pakistan is a bilateral
understanding that the economic assistance package will assist the GOP to
meet the BOP requirements assoclated with the costs of an enhanced
defense capability required to meet mutually Important strategic and
geopolitical objectives in Southweat Asia. In this context, the ACE
program fits Into a broader pattern of fast-disbursing US economic
asslstance, and the Mission'a policy discussions with the GOP are
inevitably interlinked with these other programs. The Mission does not,
therefoure, plan on a discrete BOP and resource allocation dialogue with
the GOP for -ach of the fant-disbursing ROP programs.

The ACE Program 1s targetted on two very important policy objectives
which go beyond the BOP rationale for the program: fertilizer sector
liberalization and private gector stimulation in the agribusiness area.
These are najor sub-themes of the Misslon-wide policy concern for
supporting and facilitating the GOP's progress toward broad economic

1i* -ialization and a greatly enhanced role for the private sector in both
regource mohiifization and productive investment,

The ACE PAAD provides the Miasion with some very gpecific tools with
whizh to conduct the policy dislogue on these two major toplcs. A
combination of policy studies in the fertlliizer sector and an annual set
of conditions precedent and benchmarks on privatization link fertilizer
financing directly to GOP policy performance. The private sector window
of the ACF Program provides an annual opportunity for the Mission to deal
directly with the GOP on 1ssues related to banking, credit to the private
gector, loun terms for private luvestors, uand the like. These are
opportunities for meaningful policy dialogue, bhacked by resources, which
the Mission would not have without the ACE Program.

B. Agricultural Development Policy: The GOP's Sixth Five-Year
Plan (1983-1988)

The overall goal of the GOP's Sixth Five-Year Plan (1983-1988) is
the rapid end equitable development of the nation. The Plan also
reflecty a shift of public sector prinrities from industrial projects and
fert}lizer nuhnidiens to rural development, energy infrastructure, and the
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gocial sectors. Significaut objectives of the Sixth Plan include the
deregulation of a significant proportion of existing government controls
on the national economy to more fully utilize the capabilities of the
private sector and the targeting of the poorest elements of society for
programs in nutrition, housing, water, sanitation, education and health,

The growth strategy for Pakistan's economy in the Sixth Five~Year Plan
contains five major policy objectives, of which three are specific to the
agricultural sector. Paraphrased, these three objectives include:
increased agricultural ylelds through more efficient use of primary
inputs and technology; an expansion of export markets for wheat, rice and
other agricultural commodities; and, increased self-sufficiency in
oilseeds. In this regard, the overall agricultural development goal of
the Sixth Plan is to maintain the steady growth rate of the past; the
Plan projects an average growth of 4.9 percent per annum.

During the next five years, the agricultural sector will benefit from the
GOP's proposed plans to adopt even more appropriate price policien.
Prices for both outputs and lInputs are to be set at high ecnough levels to
ensure that adequate incentives exist for increased farm production and
productivity as well as to encourage the efficleat use of water,
fertilizer and other scarce inputs. Domestic prices are to be
increasingly aligned with those of the international markec which will
likely move Pakistan into a competitive position in selected export crop
categories.

Pakistan has successfully completed the tranasition from import
substitution and meeting domestic demand deficits to overall self-
sufficlency and occasional exportable surpluses in the important cereal
grainn. However, future increases in the production of these "major"
crops are expected to be less dramatic than in the past. This will be
compennated for by an induced higher growth rate in the production of
minor crops such as fruits, vegetables, and traditional and
non-traditional oilseeds along with meat, poultry and fish through
favorable polirles to stimulate the private sector and expanded piograms
in agricultural research, extension and credit,

All of the above will be supported by the planned expansion of improved
aeed-fertilizer technology; improved on-farm water management along with
better canal maintenance, ensuring more efficicnt water utilization; and
farm mechanization. The GOP, with considerable donor assistance, will
continue to support programs in tillable land expanaion, soil
coneervat lon and reclemation, quality seed generation and distribution,
farm credf{t, and research anda extension. In addition, special emphasis
will be placed on increased non-traditional oilseed production and
development of the livestock, poultry and fishery 1ndustries.

C. GOP Policy Performance in the Agriculture Sector

1. General

While the ACE Program is primarily targetted upon three policy
areas: BOP at the macro level and fertilizer sector liberalization and
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agribusiness privatization at the sectoral level, it gives the Mission a
geat at the table with the policy-makers in agriculture on a broad range
of issues. Our voice 18 loudest where our resources are concentreted,
particularly in the fertilizer area. In some cases, the Mission 1s able
to link ACE with other programs, as in the case of ollseeds, to enhance
its ability to pursue meaningful policy reforms which are addressed under
other proygrams. (In the case of oilsceds, the Food Security Management
(FSM) Project and the Title I Program are the core tools, but the
importance attached by the GOP to the ACE Program enhances our
cffectiveness in using these other progcrams to pursue speclfic policy
changen.)

This section reviews GOP performance in recent years on agricultural
gector policy. Not all of the areas described will be centrally linked
to ACE, but it is approupriate to present the wider plcture in this PAAD
because of the highly integrated and interlinked nature of the policy
dialogue process. No other Mission project document carries the task of
reviewing and updating the whole sectoral scene. The ensulng discussion,
therefore, should be read and understood In the broader context of
overall Missioun goals for agricultural sector policy reform.

2. GOP Performance on Pricing Policy

The crop procurement prices for PF¥Ys 1981/82, 1982/83 and
1983/84 ore presented in Table 6. While the GOP remains committed to a
policy of graduall, aligning Input/output prices in agriculture with
those of the international market, its implementation performance has
been somewhat mixed as discir'ssed below and as shown in Table 6A.

Siuce self-sufficiency was achieved last yeer, GOP wheat procurement -
prices have remained constant. The atta (wheat flour) issue price was
raised 8 percent to Rs 1300 per MT from Rs 1660 per MT in PFY 1982/83 as
compared to an open market price of Rs 2333 per MT. Sugarcane prices,
despite a continuing duv. *utic glut, continue at the high PFY 1982/83
levels (approximately 294 percant above International jprices). However,
sugar has been derationed and i8 no longer subsldized at the retaill
level. While official PFY 1983/84 oilmseed procurement prices have not
been anuounced vet, an immediatce and subatantlal farmgate price Increase
Is certainly warranted in viev of the recenc 23 percent retail ghee price
increase, an 8-9 percent annual growth in ghee consumption, modest
increases in domestic ollseed production, and record setting
international prices.

Regarding inputsa, the supply situation ban shown recent Improvement,
which has partially offset adverse weather conditions in Pakistan. For
instance, agricultural credit grew by 18.8 and 29 percent in PFYs 1981/82
and 1982/83, respectively. Succesaful seed production programs in the
payt year have increaged distribution of high-ylelding varicties of
wheat, cotton and rice by 33.4, 20.4 and 37.5 percent, respectively.
Government subsidies on pesticides have been eliminated in the Punjab and
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TABLE 6

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

Category of Commodity PFY 1981/82 PrY 1982/83 PFY 1981/82 1981/82-1983/84
Percent Change

Wheat 58.0 64.0 64.0 10.3
Rice Paddy
Basmati 85.0 88.0 . 90.0 5.9
IRRI~6 45,0 49.0 51.0 13.3
Rice Milled
Basmati 150.0 153.0 _ 157.5 5,0
IRRI-6
15% Broken 83.0 89.0 92.0 10.8
40% Broken 72.5 80.0 83.0 14.5
Cotten
Seed Cotton
AC"134, NT, BS"l 170-0 175-0 178.0 4.7
B-557, 14 9/F 178.0 183.0 186.0 4,5

Surmast, Qalandri
Deltapine, MS-39

& MS-40 192.0 197.0 200.0 4.2
Desi 166.0 168.0 169.0 1.8
Sugarcane
NWFP 9.4 9.4 9.4 0.0
Punjab 9.6 9.6 9.6 0.0
Sind 9.8 9.8 9.8 0.0
Oilseeds
Sunflower 133.0 140.0 140.0 5.3
Safflower 112.0 120.0 129.0 15.2
Soybean 117.0 122.0 122.0 4.3

Source: Agricultural Statistics of Pakistan-1932, Planning Unit, MOFAC,
Islamabad (for 1981/82 - 1982/83 data) and Ministry of Food,
Agriculture and Cooperatives (for 1983/84 data).
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TABLE 6A

RATIOS OF DOMESTIC TO INTERNATIONAL PRICES ON SELECTED CROPS,
1973/74 - 1982783 a/ '

(Percent)
CottonE/ E;smati Ri§§RI-6 Wheat Sugar
1973/74 62 47 35 3 -
1374/75 90 41 46 58 -
1975/76 102 62 77 56 -
1976/77 82 99 97 72 -
1977/78 117 95 75 85 -
1978/79 : 130 52 75 73 -
1979/80 Y. 55 74 61 -
1980/81 87 65 70 64 -
1981/82 113 66 94 75 (102) 283
1982/83 95 68 97 74 (98) 294

a/ For rice, cotton and sugar, domestic prices are compared with
equivalent export parity prices. For wheat, comparisons are made with
import parity prices; export parity comparisons for 1981/82 and
1982/83 are shown in parentheses.

E/ Eatimates for international prices are based on World Bank commodity
price projections.

Source: Waorld Bank Staff Report, No. 4215 PAK., dated February 11, 1983.
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Sind Provinces and are scheduled for elimination in Baluchistan and NWFP
Provinces in the current crop year. Pesticide procurement and
distribution are totally in the hands of the private sector, and
avallability is generally considered adequate.

During PFYs 1980/81 and 1981/82, fertilizer offtake stagnated due to dry
weather in the 1982 rabi sgeason and fertilizer price increases of 50
percent and 15 percent in February 1980 and March 1982, respectively.
Nevertheless, agricultural production and yields have continued to rise,
suggesting a considerable increase in fertilizer use efficiency. In

1983, fertilizer offtake again resumed its upward trend, despite an 8.5
percent price increase in June, which resulted in a fertilizer price
which was 22 percent higher than the price during the same period in 1982.

3. Investment Policy Performance

Agriculture's relative proportion of total public budgetary
allocations has remained at 30-33 percent for the past several years.
The allocation for PFY 1983/84 1is 32.5 percent, which reflects a
projected fall in fertilizer subsidies. Table 7 summarizes the
investment portfolio for both the private and public sectors for PFYs
1981/82, 1982/83 and 1983/84. Major agricultural categories targeted for
increased public investment during PFY 1983/84 include: livestock,
fisheries and forestry; rural electrification; rural roads; and water.
As in the previous year, rural electrification i1s slated for the largest
budgetary increase. Conversely, public allocations for fertilizer
subsidies, public foodgrain storage, and the aggregated category of
agricultural education, research and extension are to decrease in PFY
1983/84. The reduction in the latter category reflects the removal of
substantial subsidles on pesticides under the extension budget.

Reductions in subsidies are important steps towards, and offer the most
immediate opportunity for, improving public sector resource allocations
in the agricultural sector. Deapite the reductions of recent years,
fertilizer and irrigation subsidies remain large, equivalent to 5.1 and
2.3 percent, reapectively, of the 1983 development budget. The GOP has
committed itself to a phased reduction of fertilizer subsidies with
complete elimination by 1985 and to periodic increases in water charges
to achieve full cost recovery in all the provinces by the early 1990's.
In the longer term, however, the GOP must revige its ineffective
agricultural tax system and implement a well designed system of water
uger charges to cover the full O&M costs of the irrigation system.

4, Selected GOP Policy Changes

a. Livestock

In 1983, the GOP issued ordinances to allow: the export of
buffalo breeding stock, che import of exotic bovine and poultry breed
stock; provision of medium and long-term public bank credit to livestock
producers and processors; further relaxation of the ceiling on maximum



TABLE 7

PUBLIC AND PRIVATE SECTOR RESURCE ALLOCATIONS FOR
FFY 1981787 - 1381/84%

Allocations Percentage
Sub~Sector (in Re M{llion) : (¢3)
1381782 57 19827863 07 1983784  1982/83-1983/84
I, Agriculturs, Water :
& Rural Development Sector 11359 13879 15598 12.3
A. Public Sectorﬁ/ 3357 9789 10078 2.9
1. GOP Budget 8335 9754 10028 2.8
Fertilizer Subsidy 1819 1948 1720 -11.7
Foodgrain Storage 520 529 © Ale -21.3
Livestock, Fisheries
& Foreatry 399 407 441 8.4
Ag. Education, Regearch
& Extension 428 470 445 -5.3
Rural Electrification 538 1220 1371 12,4
Rural Roads 379 518 580 11.9
Water 3661 3863 3971 2.8
Other 591 /99 1083 35.5
2, Semi~Public Non~
Budgeiary Resourcesd’ 22 35 50 42.9
B. Privite Sector 3002 4C90 5520 34.9
Tractors 1446 2200 2736 24,4
Irrigation & Other ‘
Machinery 974 900 1077 19.7
Parm Buildinge & Land
Development 582 950 1707 72.4
II. Total Resourcea for All
Sectors 49194 55855 67790 21.4
A. Public Sector 32533 36355 41500 14.2
1.Gop Budgetu7y
Remnources & 27000 28855 33100 14.7
2,Semi-Public Non-
Budgetary Resourcend/ 5533 7500 8400 12.0
B.Private Sector 16661 19500 26270 34.7
Z,
Percent Share of Agriculture, Water & Rural Development Sector im!
1981/02 19082/83 1983/84
GOP Budgetary Reaources 30.9 33.8 30.3
Semf-Public Non-Budgatsry Resouices 0,4 0.5 0.6
Total Public Sector Reamources 25.7 26.9 24,2
Total Private Sector Resources 18.0 21.0 21.0
Total Resourcen 23.1 24.8 22.9

a/ Excludes non-development (recurring) expenditures.

Ef Estimatod actual investment for PFY 1981/82 and 1982/83 and allocations for
PFY 1983/84.

¢/ Federal & Provinctal Annunl havelopment Programn,

4/ Self-financing of development schemes largel; uvy public sectur cooperstions,
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allowable land holdings, enabling large publicly-owned tracts to be
leased to the private sector; and, an extended tax holiday for livestock
producers and processors. Finally, as part of an expanded livestock
extension program, the Government is providing artificlal insemination
services for nominal fees. ’

b. Edible 0Oile

The GOP 18 in the fipral approval stage for establishing a
Pakistan Edible Oilseed Developmeut Corporation (EODC) to implement an
intensified and expanded non-traditional oilseed production program.
This was previously the function of the Ghee Corporation of Pakistan
which continues to be reaponsible for the importation and processing of
edible oilseed. An important corollary to the formation of the EODC is
the current expansion and restructuring of the Federal Oilseeds
Development Board (FODB), which was formerly just an advisory body to the
Government. The FODB, with an expanded staff and budget, will now have
monitoring and evaluation responsibilities over federal and provincial
efforts to increase traditional and non-traditional oilseed production
and processing.

¢, Fruits and Vegetables

On November 13, 1983, the Government of the NWFP passed an
ordinance to establish a regional Fruit and Vegetable Development Board
to addreas contraints to increased production and marketing in this
important and growing sector, In addition, the Federal Government, in
December 1983, established a National Fruit and Vegetable Board to serve
as a policy advisory body to the Ministries of Planning, Industries, and
Food, Agriculture and Cooperatives in stimulating domestic production and
export of fruits and vegetables.

D. USAID/Pakistan and the Policy Dialogue

1. Background

The wajor multilateral donors, the GOP, and A.T.D. are engaged
in a multi-year approach to structural reforms and sectoral policy
reorientation. These parties share common long-term goals in the policy
dialogue including increased investment, more efficlent resource
allocation and utilization, increased private sector participation, and
gustained high economic growth rates. '

The multilateral donors have set out a macro-policy reform agenda to move
the nation towards economic liberalization in whiclhi public and private
gectors will be increasingly focused upon their areas of comparative
advantage, with the public sector concentrating on the provision of
public goods and infrastricture and the private sector increasingly
responsible for the production and distribution functions of the

economy. These goals are currently being pursued by the GOP in a climate
of fiscal reatraint and inflationary control.
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While agreeing with the broad policy initiatives of the multilateral
donors in this area, A.I.D. has chosen to concentrate its efforts along a
more narrowly defined set of policy parameters, namely, the improved
delineation of public and private activities at the sectoral level. The
Six-Year U.S. Economic Assistance Program to Pakistan will impact
favorably on and provide support to GOP de-regulation and privatization
policies:

a. to curb new capltal spending on public sector production
enterprises in sectors where the U.S., 18 actlve;

b. to 1imit capacity increases in exiating public sector plants
in sectors where the U.S§. 18 active;

c. to gradually eliminate the GOP's "cost plus” approach to
regulating returns to private investors, with particular reference to
chemical fertilizers where the A,T.D. program is dircctly eungaged;

d. to provide a falr and competitive environment between
international, public and private financial institutions;

e. to remove inequitable credit access favoring public sector
enterprises over prilvate sector firms;

fo te price cupital at 1ts opportuaity cost;

g. to remove administered prices and barriers to private entry
in the industrial sectors,

h. for the progressive dis-inveatment of inappropriate public
sector assets, especially {n the edible oil sector;

i. for equitable investment rules .nd tux treatment for private
gector investment;

J. for equitable pricing of inpute (e.g., electrical power) to
private sector users, and,

k. to enhance private sector resource mobilization and
utilization.

The policy core of the ACE Program is linked closely with the
deregulation agenda outlined above. While deregulation/liberalization
issues form ouly a part of our overall pol.cy strategy, they represent a
particularly vital element. In this context, the structured, Incremental
gserley of ateps towards privatization of fertilizer distribution are
fully cousistent with the Miasion's goals of more clearly delineating
public and private sector voles 1in producticn and distcibution fuactlons
in Pakistan., The "private sector window”, of course, ties directly into
the Misslon's concerns for enhanced private sector lavestment in all
gectors, including agribusiness. Once again, it is important to recall
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that the ACE program does not carry an isolated and discrete policy
dialogue function. Rather, it is one plece of an interrelated policy
agenda which encompasses the entire $1.625 billion six-year FSF program
in Pakistan. : -

2. The Approach at the Sector Level

USAID/Pakistan's long-term agricultural strategy is to: build
the technological foundations for yield and productivity gsins and
facilitate the policy and institutional shifts required to maximize
sectoral efficiency in resource use, eliminate distortions within the
marketplace, and complement growth in the agro-industrial and
agro—-service sectors of the national economy. Major economic policy
thrusts in this sector include: oilseeds and fertilizer privatization
and liberalization, irrigation sector cost recovery; increasing the
effectiveness of agricultural research and education; and, improving
grain storage and rural roads 0O&M finance policy.

The Mission, through project development, implementation and various
analytical activities, reinforces and supports the GOP efforts to
accelerate policy goal achievement. Emphasis is placed on identifying
and supporting policy implementation actions consonant with the policy
framework and agenda mentioned above to maximize the developmental impact
of A.I.D.'s resources. The resulting policy dialogue is both direct
(e.g., negotiation of CPs, covenants) and indirect such as developing the
GOP's data collection and economic analysis capabilities to support
policy-makers.

3. Elements of USAID's Sectoral Policy Program

During the past two years, several studies were carried out,
the findings of which have been and will continue to be used to support
the policy dialogue under the ACE Program as well as the PL 480 Title I
Program and other projects in the portfolio. These included analyses of:
Pakistan's existing economic policy framework by Dr. Schiavo Campo;
agricultural development options by Dr, Kenneth Nobe; privatiration of
fertilizer marketing completed by a SER/COM team headed Ly Mr. Wolfgang
Von Splegelfeld; edible ollseed sector completed by a USDA team; and
agricultural mechanization by a team led by Dr. Larry Laird, S&T,
AID/Washington.

The 1982 report on agricultural development optilons ldentified price and
import/export adjustmeuts, irrigation water, availability of purchased
inputs and marketing and infrastructure for immediate emphasis. For the
longer term, the report recommended: strengthening of agricultural
education, research and extension; maintaining A.I.D's current policy
stance for improved management of irrigation water supplies; accelerating
research and development efforts in support of expanded dryland
cultivation; continuing agricultural product diversification;
intensifying rural. deveiopment efforts in lagging areas; and conducting
comprehensive studies of agriculture manpower needs and land tenure.
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The study on privatization of fertilizer marketing conducted in 1982
recommended continuation of fertilizer imports by the public sector with
progressively larger allocations to be mude to the private sector
distributors directly from the Federal Directorate of Fertilizer

Imports. In addition, the team recommended that private sector
distributors be consulted in determining the type of fertilizers to be
imported. These recommendations are being pursued with the GOP under the
ACE Program.

The 1983 agricultural mechanization study concluded that Pakistan has not
yet reached the optimum deasireable level of farm mechanization and should
continue to support tractorization with minor adjustments in current
policies on raw materials import, regularized testing and certification,
and requirements on increased utilization of local componentry. The
report recommended that A.I.D. should: utilize ACE Program funds for
importation of U.S.-made medium-sized tractors, land leveling equipment
and tool making machinery; fund an autonomous private sector tractor and
farm machinery testing center; encourage the GOP to limit the
proliferation of new manufacturing facilities so economies of scale can
be attained; and reinforce the level of indigenous expertise available to
small implement manufacturers.

The 1983 edible oilseed report examined the entire industry and concluded
that: Pakistan's annual increase in oilseed imports can be arrested
through increased domestic production; oilseed production increases will
be private mector driven; and only minor changes are required in
concerned government organizations. The following policier were
recommended: all private firms or public agenciles should be free to
import edible oils; importers should be required to sell oil at fixed
uniform prices tied to the retail price of vegetable ghee; reflners
should be free to import oil or buy from an importer or domestic crusher;
the retail ghee price should be allowed to rise to internacional levels;
the current cotton seed price support levels should be the oilseed floor
price; firms should be free to earn normal processing and marketing
margine; and the ollseed processing sector should be denationalized and
deregularized.

4, Policy Content of Other Agricultural Sector Projects

a. PL 480 Title I

The PL 480 Title I Program is the Mission's major tool for
improving the policy environment in the edible oll sector. The programs
of the past several years have encouraged increased research activities,
improved processing of non-traditional oilseeds, and led to the
establishment of a high level GOP Oilseeds Board and an enlarged pilot
production project. Since increased edible oil production is one of the
highest priorities in the GOP's Sixth Five Year Plan, the PL 480 strategy
€or the remainder of AID's aix year program will focus on problems which
etil) exsist in the overall policy environment,
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The most effective way the GOP can stimulate increased oilseed production
and edible o0il supplies is to increase efficiency within the industry.
This can best be accomplished through increased competition resulting
from an expanded private sector role. Uncontrolled prices, howaver, are
a necessary condition to provide the required incentives to stimulate
substantisl investments in production and processing by the private
gector. The specific objectives of the FY 1984 PL 480 Program are to
liberalize price policies of the GOP and to increase the role of the
private sector in extension, processing and marketing, thus increasing
the efficiency of the edible oilseed sector.

b. Food Security Management (FSM) Project

This recently approved 5-y. r project will assist the GOP in
addressing its agricultural policy conce.ns by: (1) establishing and
ingtitutionalizing a network of Pakistanl economists from public and
private institutions to conduct analyses in direct support of an annual
research agenda established by a high-level federal committee; (1i)
agsisting the Provincilal and Federal Departments of Food and Agriculture
in adopting improved data collection r.ethodologles to generate more
timely, accurate and cost effective ugriculture atatistics; and, (1i1)
assisting the Federal & Provincial Go.~rnmenta in adopting improved
financial and physical grain storage maragement policles and procedures ,
implementing a grain storage facility rehabilitation progrem, and
adopting improved grain quality maintenance technologies.

GOP officials have agreed in principle to examine issues related to
buffer stock operations versus financial market arrangements and
management of the national ration shop system for increased food security
in cereal grain. In addition, a management and recurrent cost audit of
the public grain storage system will be conducted during the first year
of the project. This study will not only generate recommendations for
improved public sector management but will also examine the constraints
and provide recommendations aimed at an expanded role for the private
sector in the critical area of grain storage. Under the economic
analysls network, a series of farm management, rural housechold, and
production costs studies will be conducted in support of rational price
policles for agricultural inputs and outputs.

=)

c. Management of Agricultural Research and Technology (MART)

Projecg

This proposed 5-year project will improve the capacity of
the GOP to effectively conduct agriculturel research., This will be
accomplished by: improvirg the allocation and management of research
regources; increasing the avallability and accessibility of research
regulte to the general public and other information users; strengthening
the national research network's ability to identify personnel needs and
to provide in-country, in-service professional career development
training for agricultural scientists; and forging linkages with the
private gector and adopting a farming systems approach to research as a
complement to the traditional commodity and disciplinary methodologles.
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The GOP and the Mission agraee on the need for policies to encourage
existing provincial and federal rescarch ingtitutions to: substantially
improve their systems of financial reporting and cash management; develop
and Implement systems by which research resources can be more effectively
managed; and reach immediate resolution on constraints to the timely
disbursement of government research funds. As part of the above, the
project will institutionalize an agricultural technical information
system which 18 reaponsive to the needs of various target advances and
strengthen the capacity and rational use of the Provincial and Federal
training centers in support of agricultural research/extension personnel.

d. Transformation and Integratica of the Provincial
Agricultural Network (TIPAN) Project

As part of A.1.D.'s support to the GOP in developing the
more undeveloped areas of Pakistan, this proposed project will create
within the NWFP Agricultural University the institutional capacity to
transform and mobilize agricultural and rural production activities to
accelerate growth in the province. This will be done by: producing
higher quality agriculture graduates at the B.Sc. and M.Sc. levels;
developing an agriculture research program to create preoduction
technology packages apecifically adapted to local conditions; linking
applied research with outreach training to improve the quality of the
provincial agricultural extension agency; and establishing and/or
strengthening working relatlonships between the various provinclal
agriculture agencles serving the farming community and the general publie,

The Federal and Provincial Governments agree on the need for
institutional strengthening of the current system of agricultural
regearch, education and extension for introducing new technologies into
the NWFP, This will involve unifying the entire provincial resgearch
system under the ausplcles of the NWFP Agricultural University. Major
policy decisions brought about during the project design phase include:
transfer of proviunclal research technical and financial responsibility to
the University; commitment to enhanced fin.ncial support for research and
assoclated outreach; and integration of the two personnel (University and
research gervice) systems in the Province.

e. Forestry Planning and Development (FPD) Project

This S-year project will aseiat the GOP to: increase national
energy supplies, reversce the deforestszilon precess, expand the extremely
limited forest resource base, and hzlp Pakistan achleve energy
self-gufficiency. 7This will be accomplished by atrengthening the
capability of indigenous institutions at the federal, provincial and
local levels to design, implement and evaluate policies and programs for
increasing fuelwood/timber production and demonstrate the economic,
technical and social feasibility of producing tree crops on
privately~owned farms and range landa.
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The project will directly contribute to the analysis of policy opticns
and identification of dialogue opportunities by assisting the GOP in the:
establishment of a senior level, federal policy advimory committee;
development and implementation of federal and provincial forestry
development plans; and training of forestry planners and economists.
Analysis of the importance of forestry in agricultural and rural
development and fuelwood as an energy source is expected to effect
significant policy changes in the relative emphasis thet the GOP places
on managing public forests versus tree production on private landa, and
the division of provincisl and federal responsibilities in forestry
planning and management.

5. The Policy Core of the ACE Program

This PAAD Amendment makes it quite clear that the ACE Program
does not operate in isolation as a policy tool, but serves to amplify and
reinforce a complex set of policy discussions which USAID will sustain
with the GOP over the coming several years. There 18 a core set of
policy issues, however, which are more explicitly built into the
structure of the ACE Program. These are outlined below. While
AID/Washington suggested that the Mission should have a formal ACE policy
dialogue matrix with preplanned goals, annual targets, benchmarks, and
the 1ike, USAID/Pakistan has determined that the benefits which such an
approach would offer in terms of management control are more than offset
by the coats In terms of loast flexibility. Tue Mlasion recently was
asgoclated with a very substantial price increase in vegetable oil
products in Pakistun, for example, in which sound policy advice from
4.1.D., world market conditions and GOP political resolve conjolned to
make a major step forward. These kinds of gains cannot be
preprogramued. USAID/Pakistan's continuous engagement at the policy
level, its access to sound policy data and its ability to mount a
ministerial level policy presentation on vegetable oil issues permitted
the Mission to caplitalize on unexpected externalities, This 1s often the
case in policy work.

The gections which follow outline plans and oblectives in a number of
ACE--gpecific rolicy areas and suggeat how the Mission will pursue those
objectives. They d¢ not, however, promise a apecific rate of progress.
The Missicn will continue to share policy performance reports with
Washington on a timely basis and to insure that its annual negotiations
on the ACE Program provide opportunities for both the Mission and
AID/Washington to assess progreas towards objectives in light of the
total policy scene in Pakistan. The Migsion belleves that this 1s not
only realilstic, but iw the wnost effective way to build the ACE Program
into its overall multi-year, multi-gector development dialogue with the
Government of Pakilstan,

a. Fertilizer

The atated long-term goa' of the GOP in this critical
industry is price de-regulation. To achieve this goal, the GOP has
committed itself to steadily decreasing fertilizer subsidies with their
total elimination acheduled for June 1985. Consequently, the fertilizer
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burden was reduced with average retail price increases of 50 percent in
February 1980, 15 percent in March 1982, and 8.5 percent in June 1983,
The GOP acknowledges a gross fertilizer subsidy burden of Rs 2.44 billion
($180 million) in PFY 1980/81, which has subsequently been reduced to Rs
1.95 billion ($144 million) in PFY 1983/84 with an estimated Rs 1.9
million ($0.14 million) in PFY 1984/85, which Zs in consonance with its
stated goal.

As a result of the above and A.I.D.'s commitment to render rapid balance
of payments assistance under the new 6-~year program, no specific policy
or procedural changes were required under the FY 1982 PAAD as conditions
to funding. In the FY 1983 PAAD Ameandment, however, sevcral policy
measures in fertilizer were agreed to by the GOP as follows: that at
least 50 percent of all fertilizer would be distributed through the
private sector; that all distributors would receive uniform incidentals
to cover fertilizer marketing costs; and, that the requirements of the
private gector distributora would be taken into account by the Governuent
in determining the levels and types of fertilizer imports.

i. Privatization of Fertilizer Marketing

Baged on a GOP classification scheme of private and
public sector distributors, approximately 50 percent of all fertilizer
was to be marketed through the private sector during PFY 1983/84. The
validity of the classification scheme, however, has been questioned since
one major para-statal distributor was classified as a private sector
firm. As a result, the real proportion planned to be distributed by the
private sector in PFY 1983/84 was 33 percent rather than 50 percent., The
Mission 1s currently negotiating a revision of the PFY 1983/84
distribution scheme in order to revise upwards the private sector share.
Under the FY 1984 Program, the GOP classiflcation scheme will be further
modified, and the 50/50 ratio between public and private sector
fertilizer distributors will be implemented in PFY 1984/85. By the end
of the 3-year PAAD Amendment period snd as one of the policy initiatives
to be implemented under this PAAD Amendment, the GOP has agreed, in
principle, to increase the private/public ratio to 60/40. In addition,
the Mission 18 currently discusaing wich the GOP targets for the period
beyond the three years covered by thie PAAD Amendment. There i1s general
agreement among key GOP offilciald that the provinces should get out of
the fertilizer distribution business. The fact that the GOP is no longer
hiring new staff for the provinclal distribution networks and is shifting
some exlsting ataff to the seed distribution network is evidence of the
GOP's intentions in this regard.

As a result of legal difficulties end a leugthy approval process, the GOP
was unable to implement uniform incidentals (marketing costa) for private
and public firms until shortly before this document was drafted. Other
problems regarding the cost plus approach usred by the GOP in setting
Incidentals are deacribed beiow. However, thig requivement has now been
met., and the fertilfver nioedn of the privats ttntributora are beling
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incorporated into the annual GOP planning cycle in determining fertilizer
imports. In addition, private sector dlatributors are now allowed to
pick up their imported fertilizer allocations at dockside instead of at
the provincial goverunment distribution centers.

i1. Price Policy

As previously stated, the Government is committed to
eventually eliminating the fertilizer subsidy by June 1985. Ccnsiderable
progress has been made in this area since PFY 1980/81. According to
published figures, the fertilizer subsidy 1s responsible for about 5.4
percent of the total planned public allocations for PFY 1983/84 as
compared to 6.1 percent for the previous year. In the past, however,
planned versus actual expenditures have differed significantly. For
example, the PFY 1982/83 fertilizer subsidy target was Rs 1.6 billionm,
but, at the end of the year, the actual figure was about Rs 1.94 billion
or 22 percent above the planned level.

The gross subsidy and subsidy per nutrient metric ton (NMT) indicates
that, despite a 1983 price increase of 8.5 percent, the fertilizer
subsidy actually increased in PFY 1982/83. The price increase was more
than offset by the increased ex-factory and incidental costs abaorbed by
the GOP. The grosa subsidy is defined as the difference between the
farmgate price and the manufacturing or CIF costs plus marketing costs
(domestic transportation, astorage and profit). Utilizing this definition
with published cost data and ignoring the value of subsidized natural
gas, 1t appears that the current "offlcial” retaill prices do not cover
even the manufacturing cost of domestic fertillzers nor the CIF price of
imported fertilizers.

In addition to a manufacturing subsidy, there is evidence of a marketing
subsidy through widespread discounting by distributors resulting in a
farmgate price subsrantislly lower than the published figures (Rs 105/bag
versus Rs 133/bag). Apparently, the fixed incidentals are large enough
to enable distributors to allow discounts and still maintain an
acceptable profit margin. Further analysis of the issue 18 complicated
by the facts that fertilizer prices are fixed country-wide and deo not
reflect variable transportation costs and that up-to-date and sufficient
data on actual farmgate prices are not available.

The mitigating factoxrs explaining the increase in GOP fertilizer
manufacturing and marketing subsidies (e.g., excess capacity,
overproduction and decline in offtake) along wirh other policy questions
affecting the fwduntry will he examined in the upcoming fertilirer sector
study (See Section LY.D.®., Future Policy Studies). Financing f
fertilizer imports in FY 1985 and FY 1986 will be contingent on AID/GOP
agreement on specific policy actions which are indicated by the study.
Among other things, the fertilizer study will analyze the potential for
increasing the efficiency of fertilizer production, and the potential for
export markets for surplus urea, and provide the rationale and mechanics
for price de-regulation, In addition, the study will provide an "exact
and measurable” definition of psubaidy, upon which progress in this area
will be mesaured.
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1ii. Reserve Stock Policy

The FY 1983 PAAD Amendment recognized that GOP strategic
regserve requirements, which were previously 25 percent of annual offtake
for nitrogen and 50 percent for phosphate, had been reduced to 20 percent
and 40 percent, respectively, thereby reducing inventory costs of the
provincial distribution authorities. However, even under the new
requirements, the carryover for nitrogen during the off~months (February
-October) may be 130 percent of the actual monthly offtake. Such a large
carryover 1s extremely costly in terms of storage costs/losses and 1s
unnecessary since domestic production of nitrogen exceeds the annual
offtake (See Annex C.l.)

In 1line with the above, A.I.D 18 seeking GOP agreement to continue the
trend In reducing the nitrogen (urea) reserve requirement to more
manageable levels. As the final fertilizer policy element of this PAAD
Amendment, the Government has agreed to review the status of its

gtrategic reserve r~quirements and to reduce the average monthly
carryover in nitrogen by adopting a more realistic reserve formula (e.g.,
a two month moving average or simply 10 percent of the annual offtake)
rather than a fixed percentage of the projected total annual requirements.

b. Cotton

Due to unseasonable weather, Pakistan 18 experlencing the worst
cotton crop in a decade with an estimated shortfall of 43 percent of
targeted production, which is 39 percent less than last year's crop and
22 percent less than the five-year average. In response to a request by
the GOP for assistance in making up the shortfall, approximately 100,000
bales of cotton imports, valued at $35 million, will be financed with FY
1983 and FY 1984 ACE Program funds.

Cottonseed is the largest source of domentically produced edible oil in
Pakistan. Consenuently, the domestic cottonseed industry was examined as
part of the A.I.D.,~financed edible ollseed sector study conducted in
1982-1983. The USDA team developed a series of recommendations to
encourage greater efficiency in cotton production and marketing and the
subsequent utilization of the cottonseed which would have valuabtle
splll-over benefits on the entire edible ollseed sector and assist in
arreating Pakistan's deteriorating edihble oil import situation. The
primary policy recommendations were to establish a cotton procurement
price that accurately reflects the value of lint and seed and to expand
the role of the private gector in the industry.

The GOP 18 favorably disposed towards the above recommendations and is
expected to instruct the Agricultural Prices Commission in the near
future to iake these into conslderation in making its annual price
recommendations and to document its methodology and findings in an annual
report. In addition, the GOP and A.I.D. wlll continue their dialogue on
the possibility of expanding the private sector role in the industry.
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Areas under discussion include: (1) allowing farmers to determine whether
or not to sell their seed to the ginner or some other party; and, (ii)
permitting all crushing plants to sell the oil to the highest bidder
whether the buyer 1s a public or private sector firm.- To facilitate this
dialogue, the Mission plans i{n request the GOP to prepare an
implementation plan for these recommendations and a comprehensive
directory of all cottou ginners, which should be available by late CY
1984 or early CY 1985.

¢. The "Private Sector Window"

The GOP's Sixth Five Year Plan assigns the lion's share of
industrial and productive investment to the private sector. The Plan
recognizes the huge costs of excessive public sector investment in these
areas and geeks rapldly to redress the balance. The Plan is not so
clear, however, about the gources of financing for this private sector
Investment.

In the area of agribusiness broadly defined (encompassing food production
on the farm, transportation and storage of agricultural products, food
processing, manufacture and distribution of agricultural implements and
machinery, and the like), rew investment from the private sector has been
inhibited from several directions. The Government has tended to play a
dominant role in gome aaspects of food marketing and distribution.
Agribusiness borrowers face complex problems in Pakistan's credit
markets. Traditional agribusinesses such as cotton ginners and textile
producers have evolved forms of commodity-secured lending which assure
them of reasonable accesas to short-term liquidity and a modest line of
working capital. While these traditional borrowers have not always found
access to longrr-term credit to be as easy as they might like, their
problems 1in the credit area have been manageable, On the other hand,
non-traditional agribusinesrnes such as food processors, commodity
distributors, certified seed producers and meat and poultry processors
have not had eary access to credit, The lack of a well-accepted get of
collateral devices and the more complex appraisal requirements for
lending to ventures against cash flow rather than assets has tended to
constraln growth In this important area. Appropriate equipment for
actlivities such as modern food processing or the manufacture of precision
agricultural equipment e wimply not been available in the local

market. The "private sector window” of tho ACE Program is a small step
in the direction of redressing some of these deficlencies and towards the
realization of the Sixth Plan goals of enhanced private sector
participation in productive investment.

The private sector element of the ACE Program, as described in Section
V., will provide Pakistani private investors acceas to A.I.D. dollars at
prevaliing market rates of interest for one to three year loans to
finance the lmport of U.S. manufactured equipment for agribusiness
purposes. While U.S. prices are high in the context of the local market,
U.S. predominance in many areas of agribusiness technology, especially in
guch areas as food processing, food handling and food storage equipment,
18 »xpected to create a substantial demand for the credits under this
Program.
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Success in this undertaking offers the prospects of the very best kind of
policy dialogue: empirical demonstrsntion in-country of the soundness of
letting the private sector take the lead in modern agribusiness.
USAID/Pakistan seeks to discourag: inclinations within the public sector
which attempt to micro-manage such areas as agribusiness. Nothing will
be more persuasive than the creatism of new or improved
market-responsive, privatelv-managed enterprises which outperform the
public sgector.

d. Irrigation Equipment

The provision of irrigation equipment is consonant with the
institutional and policy initiatives described in the Irrigation System
Management (ISM) Project Paper. Among these are Conditions Precedent
(CP8) and covenants related to incressing and maintaining the financial
integrity of the system, to increase water user charges to cover the cost
of operations and maintenance, and to increasec the Provincial
Governments' annual allocation to their respective Irrigation
Departments. The Command Water Management (CWM) Pilot Program, which is
currently under design and will be incorporated into the ISM Project as
an amendment, will also include specific CPs and covenants related to the
policy and institutional changes required to successfully implement the
CWM concept. This project is expected to bring about fundamental policy
changes in the management of Pakistan's irrigation system,

e. Forestry Project Commodities

Procurement of earthmoving, land clearing, nursery,
watering, and laboratory and other analyvtical equipment for the Forestry
Planning and Development Project is fully supportive of the policy and
institutional initiatives described in Section IV.D.4.e. These
initiatives include: the establighment, staffing and funding of a Federal
Advisory Committee for Farm and Energy Foreatry to define goals for
increased fuelwood production and develop and implement approprlate
strategies for their actualization; movilization and utilization of
private sector firms and small landholders for increased foreat
production; clearly defining the responsibilities of the provinclal,
federal and local gc.ernments in forestry planning and development; and
increased funding of applied agro-foreatry research programs.

f. MART, TIPAN, BALAD and Rural Roads Project Commodities

The policy context under the FY 1984 MART, TIPAN, and BALAD
Projects and the FY 1985 Rural Roads Project is being examined and
negotiated as part of project design and will be fully documented in the
respective project papers. Appropriate conditions and covenants will
also be negotlated and included in the respective Project Agreements.
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6. Future Policy Studies

The GOP and AID have agreed on the terms of reference for a
fertilizer sector study to build on the work undertaken to date in this
area and examine other major issues in the industry affecting imported
fertilizer levels and related domestic fertllizer policies. Scheduled
for implementation beginning in June 1984, the study will examine
fertilizer pricing, private and public sector roles in distribution,
progress on subsidy removal, dealer and farmer stocks, efficiency of
fertilizer use, and policy analysis capabilities and effectiveness of
existing research institutions. The study will identify and prioritize
critical issues and problems, provide alternative solutions, recommend
gpecific action plans, and form a basis for future policy negotiations,
which will be incorporated into the FY 1985 and FY 1986 ACE Program
Agreement Amendments.

b. Edible 011 Stock and Trade Management

As an important adjunct to the edible ollseed sector study
and as one of the 1983 PL 480 Title I Program Self-Help Measures, the GOP
and A.I.D. agreed to conduct a Stock and Trade Management (STM) study to
increase Pakistan's food security in edible oil. The study will develop
an analytical framework for evaluation of Alternative STM strategies to
ptabilize domestic edible oil supplies and prices in Pakistan at the
least financial cost to the GOP. Scenarios to be analyzed will provide
for exchange and/or widespread oilseed crop failure through a combination
of stock holding and trade operations. This framework will then be
applied to Pakistan's edible oil sector with projections for 1984-1994,

¢. Food Grain Modeling

Under the recently approved Food Security Management (FSM)
Project, the GOP has requested the Mission to finance a food grain
modeling (FGM) study. This study will construct an econometric model,
based on historical data for the last 15-20 years, identifying the
important interactions between policy and production variables in
Pakistan's wheat sysvem. 1t will also provide estimates of the change
multipliere in major environmental and policy variables as they affect
wheat production, public stocks, trade and public expenditures. As a
regult, the GOP will be able to explore the impact of alternative
policies affecting wheat production.

d. Ration 3hop System and Alternatives

As funded under the Food Security Management Projact, this
gtudy will provide guicdance to GOP policy-makers on food security policy
from the perspective of the grain consumption sub-system and as a
counterpoint to the food grain model de’'cr.ibed in c. above. This study
will first examine the ration shop system itself, measuring its
effectiveness in achieving welfare objectives as compared to alternative
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strategies and the lmplicaticns of selected policies for food consumption
and nutrition of the poor. The primary output will be the increased
availability of information on the impact of key policies through the
preparation of a simulation model that can be used to estimate this
impact on the basis of current and periodically updated information.

e. Agricultural Data Collection Systems Analysis

Aggregation, finalization and publication of agricultural
gtatistics in Pakistan 1s hindered by unclear aud overlapping data
collection responsihilitien, a shortage and inefficient us> of ADP
facilities, and cumbersome administrative procedures for releasing data
on the major food crups. A systems analysis to specify the exact nature
of thesge i{nstitutional policy constreints and to provide workable,
alternative solutions for their resolution will be conducted as a
pre—implementation activity for the agricultural data collection
component of the FSM Project. he repulting report will serve as the
primary vehicle for reaching an agreement between the GOP and AID on the
policy an? procedural chenges to be implemented under the FSM Project.

V. PROGRAM AMENDMENT DESCRIPTION

The following proposed compositions of the FY 1984, FY 1985, and FY
1986 ACFK Programa ave provigional. The Missiorn r1ecognizes the need to be
able to respond tc poasible changes in the need for specific commudities
or to vnantlcipated balance of payments requirements or emergencies, as
well an te reprogram funds baged on implementatdon performance with
respect to policy measures and other program cowmponents. For example, in
the event that requivements for other commoditivs full short of
expectations, additional quantities of fertilizer could be financed in FY
1984 and reacily abcorbed in the sysitem. (See section VILAL) In
addition, i1f the private sector CIP component is meeting its objectives
and funds are disbursing rapidly, additional allocations may be made to
this program component in FY 1984 and the procurement of some project
commodities deferred to the next year's program.

A. FY 1984 Program

1. ferriliggg

As described in the FY 1982 PAAD and the FY 1983 P.AAD
Amendment:, Pakigstan 18 currently self-sufficlent in nitrogenous
fertilizers but has to import a high provortion of its phosphatic
fertilizer requirements. Fertilizexr is Imported through the Federal
Directorate of Fertilizer Imports {(FDFI) under the Ministry of Food,
Agriculture and Cooperativesg, and retailed through a large network of
private and public distributors,

The FY 1984 Program will finance the importetion of $30 miliion worth
of DAP und IS5r. At projected internatioual prices, Including fretght and
insurance, the quantity of fertilizer supp!ies willl be about 94.3
thousand MI' of DAP and 23.8 thousand MI of TSP. Thias quantity will meet
21-23 percent. of the total DAP and 48-52 percent of the total TSP import
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requirements for crop year 1984/65. Imn terms of nutrients, these imports
together would meet 24-26 percent of the total phosphatic import
requirements for crop year 1984/85.

2. Cotton

As described previously, FY 1983 ACE Program funds were used to
finance, on an emergency basis, the importation of 57,400 bales or 28.7
million pounds of cotton, valued at approximately $24.1 million. The
cotton was imported by the GOP through its Cotton Export Corporation
(CEC). The remaining $10 million worth of cotton, of the GOP's original
request of $35 million , will be procured under the FY 1984 tranche of
the ACE Program also through the CEC. At a projected price of $.85 per
pound, the quantity of cotton will be about 11.8 million pounds or 23,530
bales of 500 pounds each.

3., Private Sector CIP

a. Rationale

The GOP, in its Sixth Five-Year Plan, emphasizes the need
for an expanded role by the private sector to meet its development
objectives. To aasist the GOP implement this policy, which is also one
of the cornerstones of A.I.D. policy, the Mission proposes to make some
of the FY 1984 ESF loan funds available to the Pakistani private sector
for importation of agricultural machinery &nd equipment. An initial
tranche of $10 million for this program component is considered adequate
in the FY 1984 PAAD Amendment to assess demand and evaluate
implementation arrangements. If demand for these funds meets
expectations and implementation progresses smoothly, increased
allocations would be considered in future years.

b. Objectives
The primary cbjectives of the private sector CIP are to:

1. provide fast disbursing assistance for balance of
payments support;

1i. increase participation by the Pakistani private sector in
activities important for the country's economic development; and,

111, promote agricultural development and utilization of
agricultural products in Pakigtan by providing incentives to the
Pakistanil private sector to invest in new capital stock for agribusiness.

c. Program Characteristics

The private sector CIP is likely to have the following
characteristics:
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i. Eligible Commoditles

The A.I.D. Commodity Eligibility List will be restricted
to Schedule 6. This will eliminate the following schedules: Schedule 1 -
animal and vegetable products; Schedule 2 -~ wood and paper and printed
matter; Schedule 3 - textile filbers and textile products; Schedule 4 -
chemicals and selected products; Schedule 5 - nonmetallic minerals and
products and glass and glass products; and Schedule 7 - gpecified
products. Commodities prohibited for import hy the GOP will not he
eligible. Participating banks will be required tov assure that imports
under this CIP can be justified as contributing to agricultural sector
activities, are listed as eligible items in Schedule 6 of the A.I.D
Commodity Eligibility List, and comply with GOP regulations regarding
eligible commodities for importation intc Pakistan.

The imports likely to be financed under this program fall within the
following general categories of commodities:

(1) Agricultural equipment and implements and equipment
to produce and/or assemble these items locally;

(2) Irrigation equipment and supplies;

(3) Transportation equipment such as reefer trucks and
the like, but not general purpose trucks;

(4) Handling equipment for agricultural commodities such
as vacuvators, bagging equipment, forklifts and the lilke;

(5) Agricultural commodities storage facilities, prefabs,
ventilators, air-conditioners, humidifiers and the like;

(6) Canning and food processing equipment; and,

(7) Miscellaneous commodities with USAID/Pakistan
concurrence.

11, Eligible Importers

All Pakistani privately-owned companies will be eligible
to participate in this program. Specifically, the program will be open
to privately-owned firms in the followlng cctegories: manufacturers;
procegsors; distributors and transporters; importers; traders; and,
licensed agents and stockists. Distributors, traders, importers,
licensed agents and stockists will be *treated on an equal footing with
the various categories of end users.

The issue of defining "private ownership” will be dealt with in
guidelines to be provided to the participcting banks, with questionable
cases referred to USAID for final determination. The guiding principles
which will be used in determining eligibility will be two:
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(1) all or most of the company equity held by private
non-governmental persons or corporations; and,

(2) corporate control, both at the board level and at the
operating level, completely or largely in private hands.

The reasons for not requiring 100 percent private equity and management
lie in the fact that the major public sector investment institutionsa
(1ife insurance companies, government mutual funds, and the like) often
buy shares of private firms on the capital market. Also, as a condition
for receiving long-term credit from the public sector financial
intermediaries (who have a total monopoly on such credit), firms are
gometimes required to accept on thelr boards a nominee of the lending
agency. It 1s, however, the Migsion's intention to.provide A.I.D. funds
only to firme which are, to all intents and purposes, private in
ownership and in management. In no case will firms with less than
majority private equity or management be permitted to borrow funds. In
practice, the Mission will strive for a far higher private ghare
(probably in the 80 percent — 100 percent range). USAID/Pakistan does
not wish to penalize or exclude firms which, through no fault of their
own, find that Government has taken a slire of thieir equity, provided
that the firm is still predominately private in character. Previously
private firms which were nationalized, however, will be expressly
excluded from the program as will the firms which are organized as
"quagi~autonomous organizations” with Government of Pakistan
capitalization and oversight.

111. Eligible Banks

Consideration 18 being given to participation by U.S.
banks only or a combination of U.S. and Pakistani banks. This matter is
under negotiation with the GOP  Allocations made by the State Bank of
Pakistan to participating banks should be additional to their established
credit ceilings and should be made on a first-come, first-served basis.

iv. Maximum and Minimum Loan Transactions

(1) Maximum = $500,000

(2) Minimum = $ 25,000 (with the exception of spare parts
for on-hand equipment)

Loan transactions of more than $500,000 must be approved by USAID/
Pakiatan.

v. Interest Rates and Lending Conditions

The Government of Pakistan'as Ministry of Finance issues
regulations which govern the relending terms for "foreign loans and
credits”. (See Annex A.3.) The ACE private sector "window" falls into a
category titled by the GOP as "Foreign Loan Relent to Financial
Institutions”, for which the terms are specified as follows:
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(1) GOP relends to Financial at B percent plus a 3 percent

Intermediary: charge for foreign exchange risk

cover.,

(2) Financial Intermediary at 11 percent plus 3 percent pass

lends to Final Borrower: through of foreign exchange risk

cover charge from GOP. "If as a
result of a higher spread
demanded by the creditors, the
interest rate to the final
borrower exceeds 14 percent per
annum, the excess will be passed
on to the final borrower”.

Operating within this framework, which the GOP Applies to all
relending of foreign assistance through financial intermediaries, the
initial terms for ACE loans will be as follows:

Amount:
Borrower:
On-Lenders:

Terms of A,I.D.
Loan to GOP:

Terms of Reloan:

Repayment of Reloan

to GOP:

$10 million in first year
Islamic Republic of Pakistan
Commercial Banks in Pakistan

Standard 40 year A.1.D. loan with 2 percent
interest rate during 10 year grace period and 3
percent interest rate for remaining 30 years.
Repayment in U.S. dollars.

The Government of Pakistan would relend the
proceeds of the concesslional loan to the
intermediate lenders on terms which would
provide a 3 percent to 4 percent spread to the
intermediate lende:s within the current foreign
exchange lending rates and local currency
lending rates prevailing in Pakistan. Rupee
loans where borrowers agsume the foreign
exchange risk in the transaction would be at 11
percent and foreign exchange loans where the GOP
insureg the foreign exchange risgk at the current
3 percent premium would be at 14 percent.

The participating commercial banks serving as
intermediaries would repay thelr loans to the
GOP on the basis of the actual amortizatiom
schedule of each sub-loan. Sub-loans would have
a schedule of eighteen months to three years,
i.e., 18 months for intermediate goods and 36
months for capital goods and equipment. The GOP
would bear the foreign exchange risk and
interest rate risk, subject to provisions for a
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3 percent charge to borrowers for the fereign
exchange cover. Sub-loans would b» at interest
rates flxed at the time of the loan.

Conditions of The agriculture equipment sub-lozns woilu o For
Sub-Loana: U.S. source and origin comnodi:cies an a mutually

agreed schedule. U.S.-firanced shipping would
be on U.S. or Pakistani bottoms. Non-U.S.
financed shipping would be on bottoms of the
borrower's choice, Duties and excise would be
pavable by the torrower in zccordance: with GOP
reguiations In effect at the time of the
transaction, but would not be financed by the
U.S.-provided sub-loan. U.S. banking charges
would be eligible for financing from the U.S.
sub-loan. Banking charges levied in Pakigran
would be the respousibility uof the sub-borrower
and would not be eligible for U.S. financing.

Monitoring: The participating banks In Pakistan would be
required to provide perlodic revcrte of loan
transactions to USAID/Pakistan and to the GOP.
USALID/Pakistan would retain the right to audit
sub-lending operations and to require repayment
of loans made in viclation of the rerzs of the
Program Agreement.

The present structure of interest rates is high enough to avoid the
problems of factor price distortion which are the root concern of AID
policy in this area. Tt is consistent with AID policy and a reasonable
starting point for launching the private sector window. The first tranche *
will constitute a pilot effort to test market demand, pricing and
interest rates for US agricultural equipment. Modifications to the
pricing and credit system would be considered in subsequent tranches
if evaluation of experience this year indicates that this would be
desireable to achieve the objectives of the private sector window.
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4. Water Sector Commodities

a. Equipment for the Provincial Irrigation Departments (PIDs)

The ISM Project provides only a part of the total equipment
requirements of the PIDa. The equipment for the ISM Project was
identified as what the World Bank called a first "time glice” of a longer
term rehabilitation effort. The four Provincial Irrization Departments
have firm requirements for the additional equipnent detailed velow, which
is valued at $11 million (including spare parts, freight, insurance and
inland transportation), but are constrained to procure these items
because of foreign exchange shortages. (See Annex C.2. for an
illustrative list of commodi.cies.)

1. Excavating Machinerv for the Punjab and Sind PIDs

Annex C,2, lists the additional equipment required by
the Punjab and Sind Irrigation Departments to replace thelr near 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. The additional excavating machinery, which is
estimated to cost $3.5 million, 18 needed for the annual maiantenance of
channels. The request is modeat congildering the total mileage of canals
and drains to be malntained.

1/ Procurement of most of this equipment was originally contemplated in
the FY 1983 Program Amendment but was deferred to FY 1984 to enable
the Mission to procure cotton, using FY 1983 funds.
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ii. Irrigation Pumps for the NWFP PID

The Government of the NWFP has requeated 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 thelr design capacity. This additional equipment,
valued at $1 millicn, is similar to the equipment provided under the ISM
Project, and hence no significant difficulties are anticipated in the
effective utilization and maintenance of the equipment,

i111. Construction Machinery for the Baluchistan PID

The Baluchistan PID requires additional equipment
wortn $1.2 million to supplement its fleet for annual maintenance of
exigting irrigation and drsinage systems. One of the largest irrigation
canals in Baluchistan is the Kirther Canal System, for which, until
recently, the responsibility for maintenance resided with the Sind PID.
Maintenance of this canal is now the responsibility of the Baluchistan
PID, and additional equipment is required to adequately carry out this
Job.

iv. Flood Protection Equipment for the Punjab PID

In 1975, the Punjab Irrigation Department prepared a
scheme for obtaining heavy equipment and spare parts to enhance its
capability to meintain flood protection worke and meei emerpency repair
demunds duriug floods. Over the last 8 yearn, the Depuriment has
procured a portion of the needed equipment, but a significant amount
(approximately $10 million) of equipment and spare parts etill remains
to be funded. This Program Amendment will provide $3.3 million worth of
the remaining balance in FY 1984 and an additional $2.0 million in FY
1985. (See Annex C.,2.) The Department has the capacity to uperate an
maintain this heavy equipment,

b, Drilling Riga for the Sind Agricultural Engineering
Department

Six power drilling rigs for sinking tubewells have been
requested by the Sind Agricultural Engineering Department. These rigs
willl be used for tapping the groundwater reserves in cultivable lands
outside the reach of the canal irrigation system in the districts of
Dadu, Thutta and Karachi. Your straight rotary power and two roser
percussion drilling rigs, each with the capacity of drilling up to 1,000
feet, are required. Total forelgn exchange cost, including spove parts,
freight and insurance, in estimated at $1.2 mi1llion.



5. Other Project Commodities

a. Forestry Planning and Development (FPD}'Projgctg/

Earthmoving, land clearing, nursery, surveying, watering,
and regearch and analytical equipment and commodities, valued at
approximately $2 million, are expected to be imported under the FY 1984
ACE Program to be used in support of USAID/Pakistan’s FY 1983 FPD
Project. The earthmoving and land clearing commodities will support
commercial forestry operations in Sind Province. Research and analytical
commodities will be procured primarily for the Pakistan Forest Institute
in Peshawar. The remaining commodities will be used to support
activities of all four Provincial Forestry Departments. A limited amount
of commodities will also be procured for the 0ffice of the Inspector
General of Forests, Ministry of Food, Agriculture and Cooperatives in
Islamabad. The justification for and assurances of proper utilization
and maintenance of this equipment are documented in the FPD Project Paper
dated August 1983. An illustrative list of the commodities which are
likely to be procured is included in Annex C.3,

b. Transformation and Integration of the Provincial
Agricultural Network (TIPAN) Project

Approximately $1 million in FY 1984 and $4 million in FY
1985 for a total of $5 million in ACE Program funds will be used to
procure commodities in support of the FY 1984 TIPAN Project. Commodities
to be procured under the FY 1984 ACE Program include: farm machinery,
instructional materials, and commodities for the computer laboratory, the
Horticulture, Agronomy, and Weed Sciences Departments, the Extension
Directorate, and the O0ffice of the Vice Chancellor at the Agriculture
University at Peshawar. An 1llustrative list of commodities 18 included
in Annex C.4., Those commodities to be procured under the FY 1985 tranche
are discussed in Section V.B.2. below. The justification for and
assurances of proper utilization and maintenance of this equipment will
be documented in the TIPAN Project Paper, which is scheduled to be
submitted to AID/Washington for approval in June 1984.

g/ Procurement of this equipment was nriginally contemplated in the FY
1983 Program Amendment but was deferred to FY 1984 to enable the
Mission to procure cotton using FY 1983 funds.



-48-

c. Baluchistan Area Development (BALAD) Project

An allocation of $3.2 million in FY 1984 ACE Program funds
has been made to procure commodities in support of the FY 1984 BALAD
Project. The equipment will include: earthmoving and road-building
equipment, equipment maintenance vehicles and tools, operations support
equipment, and hydrologic measuring devices and other engineering tools
and equipment. (See Aannex C.5.) The equipment will be procured for the
Makran Communications and Works Department and the Project Implementaticn
Management Office (Makran Planning and Development Office), and will
support the implementation of a roads maintenance and improvement program
and a water resources development program in the Makran Division of
Baluchistan. The justification for and assurances of proper utilization
and maintenance of this equipment will be documented in the BALAD Project
Paper, which i1s scheduled to be submitted to AID/Washington for approval
in June/July 1984.

d. Management of Agricultural Research and Technology (MART)
Project :

Approximately $2.5 million has been provisionally allocated
under the FY 1984 ACE Program for the procurement of over 100 different
items in support of the five components of the FY 1984 MART Project (See
Annex C.6.) Commodities for the Research Management and Administration
component include computer hardware and software, transport equipment,
and commodities to upgrade selected provincial research stations.
Audio-visual equipment, training/educational commodities, office
equipment, and miscellaneous agricultural materials and implements will
bz procured to support the Agricultural Training Institutes and the
proposed new studlo production facllity at the National Agricultuzal
Research Center under the Project's Information Transfer and Agriculture
Training Institutes components. Commodities in support of the Arid Zone
Research component will include meteorological, animal range, and
agronomy equipment, analytical laboratory equipment, and miscellaneous
research support commodities including tillage equipment, threshers, and
experimental plot combines and planters. In addition, miscellaneoun
demonatration and research equipment will he prccured to support the
Wheat and Maize Coordinated Programs component of the MART Project. The
justification for and assurances of proper utilization and maintenance of
this equipment will be documented in the MART Project Paper, which is
scheduled to be authorized at USAID/Pakistan in June 1984,

As described in Section VII.C., Implementation Schedule, procurement of
TIPAN, BALAD, and MART Project commodities is not planned to occur until
after these three FY 1984 projects have been approved.
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B. Proposed FY 1985 and FY 1986 Programs
1. Generxal '

In FY 1985 and FY 1986, the Mission seeks to reduce its
management/administrative burden and to increase the fast-disbursing
nature of the program to maximize ite balance of payments impact. Our
approach will be to maintain approximately the same level of fertilizer
imports, provided there is progress by the GOP in achieving agreed-upon
policy implementation objectives with respect to increased privatization
of fertilizer marketing, and to allocate an increasing proportion of
program resources to the private sector CIP component, provided this
component is meeting its objectives. Provision is also made in FY 1985
for the procurement of additional commodities to support other
USAID/Pakiatan projects (see below). The Hission recognizes, however,
the need to ensure sufficlent program flexibility to respond to:
agricultural production shortfalls or other emergency situations; actual
performance on fertilizer policy, other policy implementation actions,
and the private sector CIP; the possible need for additional commodity
requirements under projects to be designed or already approved; and/or
other balance of payments requirements which might arise over the next
three years.

2. Project Commodities

A total of approximately $15 million has been provisionally
allocated in the FY 1985 ACE Program for the importation of the following
commodities:

a. Irrigation Systems Management (ISM) Project and Other Water
Sector Commodities

Approximately $8 million has been provisionally allocated to
import $6 million worth of water research equipment in support of the ISM
Project and an additional $2 million worth of flood protection equipment
for the Punjab Irrigation Department. (See Section V.A.4.)

The research facilities equlpment is required for use by the water sector
research organizations to upgrade their research facilities and to enable
them to undertake the research activities planned under the ISM Project.
The latter will address a8 diverse number of problems related to
engineering, river and canal hydraulics, water management, and
socio~economic aspects of water use for agriculture. The two research
engineers on the long-term engineering team and also the short-term
regearch definition team will assess research equipment needs and will
identify the specific types of equipment required to carry out the agreed
upon research agenda under the Froject. An illustrative list of research
facilities equipment is included in Annex C.2.
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b. Iransformation and Integration of the Provincial
Agricultural Network (TIPAN) Project Commodities

An additional $4 million has been provisionally allocated
under the FY 1985 ACE Program for the importation of commodities in
support of the TIPAN Project. Items likely to be imported include
coumodities for the following Depertments or Programs at the NWFP
University of Agriculture at Peshawar: Agronomy, Horticulture, Soil
Sciences, Plant Breeding and Genetics, Plant Protection, Agricultural
Mechanization, Food Technology, Animal Husbandry, Agricultural Chemistry,
Rural Social Sciences, Communications, Learning Resources Center,
Computer Laboratory, and Continuing Education Center, in addition to a
telecommunications aystem for the University. Thege commodities will be
ugsed to support the implementation of the teaching, research and outreach
activities under the TIPAN Project. An illustrative 1list of commodities
is included in Annex C.4.

c. Rural Roads Project Ccmmodities

Approximately $3 million has been provisionally allocated
for the importation of commodities ia support of the proposed FY 1985
Rural Roads Project. (See Annex C.7.) Based on preliminary project
design work, the commodities are likely to include road maintenance
equipment, spare parts, and engineering tools and equipment for selected
Districts in NWFP, Punjab, and Sind provinces to assist the Districts to
establish improved rural roads maintenance programs. The justification
for and assurances of proper utilization and maintenance of this
cquipment will be documented in the Rural Roads Project Paper, which is
acheduled to be submitted to AID/Washington in the spring of 1985.

VI. Technical Analyses

A. Fertilizer
1. General

Fertilizer imports in Pakistan are arranged and controlled by
the Pederal Directorate of Fertilizer Imports (FDFI), in the Ministry of
Food, Agriculture and Cooperatives, which floats international tenders
and 18 responsible for receiving, unloading and bagging the commodity at
the port of Karachi. The FDFI also arranges inland transportation, as
provided in dispatch schedules, for private and public distributors via
rail, trucks of the National Logisticse Cell, and privately owned
vehicles. Domestic and imported fertilizer 1s retailed at Government
fixed prices through & reasonably large dealer's network serving both the
public and private distributors.

Although from an agronomic standpoint, Pakistan 1s still a nitrogen
deficit country, current production of urea has exceeded effective demand
during the past two years. Pakistan, consequeuntly, exported about 135
thousand MT of urea during crop year 1982/83, 156 thousand MI during crop
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year 1983/84, and, according to a recent GOP announcement, another 150
thousand MT will be exported next year, As & resault of large carry-overs
coupled with the nitrogen content of imported binary and complex
fertilizers, the country will continue to have excess nitrogenous stocks
during the life of this Program.

Regarding phosphatic fertilizers, however, Pakistan's growing
requirements will continue to be met by increased imports from abroad.
With almost static domestic production/c pacity and rising offtake, it is
expected that about 83 percent of the naiional phosphatic fertilizer
requirements in the 1986/87 crop year will have to be met from imports as
compared to 60 percent for the 1983/84 crop year.

2, Supply and Demand

Tables 8 and 9 present the supply and demand projections for
crop year 1983/84 through 1986/87 under two different offtake scenarios.
One scenario is based on projections utilized in the GOP's Sixth
Five-Year Plan, which assumes an overall offtake growth .ate of 8 percent
per annum along with a more favorable N-P ratio, namely, 2.9:1 in 1986/87
as compared with 3.6:1 in 1983/84. This translates into growth rates of
6 percent for nitrogen (N), 11 percent for phosphate (P) and 28 percent
for potassium (K). The second scenario is based on the domestic
fertilizer industry's view that farmgate prices will increase
substantially if the GOP implements its policy decision to eliminate
fertilizer aubsidies by the end of PFY 1984/85. As a result of the
expected price increase, the fertilizer industry projects an overall
growth rate of only 5 percent in offtake: 3 percent for N, 8 percent for
P, and 25 percent for K.

The industry's estimates are probably too conservative, however, in light
of past experience which shows that fertilizer utilization by Pakistani
farmers 18 not very responsive to price Increases, expecially when
coupled with corresponding increases in output prices and credit
avallability. The depressing effect on offtake of previocus fertilizer
price increases has been uvi short duration only. Therefore, it is
reasonable to assume that the actual and eifective demand will lie
between these two estimates.

Domestic production 3/ of nitrogen increased appreciably in the past

few years due to an expansion of the manufacturing base and increased
capacity utilizetion. Threc new urea plants, with a total capacity of
563 thousand nutrient MT (NMT), have been constructed since late 1980,

§/—'D0mest1c production projections utilized in this analysis are based
on estimates of the National Fertilizer Development Corporation
(NFDC), adjusted for the crop years, which are in line with domestic
capacity and capacity utilizetion trends.
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TABLE 8

e rp——

FERTILIZER SUPPLY AND DEMAND PROJECTIONS
HIBH DFFTAKE SCENARID

('000 NMT)
Crop Year !/
1983/84 1984/85 1985/86 ' 1984 /87
N P ¥ R P K N P X N P K
Supply 1555 399 33 1487 200 27 1452 202 15 1387 214 45
Opening Inventory 2/ 34 {45 18 M6 121 27 8 123 35 A I AY) 43
Indigenous Production 1031 8! 1044 79 1104 19 1069 79
[aparts 3/ 70 113 19
Depand 1341 389 54 1383 43 70 1361 A9 70 1442 532 112
Diftake 1009 278 27 1069 308 33 1134 342 45 1202 380 3
Exports 100 70
Reserves Reguired 4/ 202 11l 27 214 123 35 221 13 45 40 192 56
Surplus (+}/Delacat vy 5/ 244 1o -9 13 -2 -3 9t -7 -85 B Y . Vi

e e o e e e e 4 e S e R s Y s O D e o P % e e s S O 0P R o e U o8 B e o h o T e e T e e s T e - e e > 08 S8 e B e e e MW M

1/ Dctober-Septeaber,

2/ Stocks with distributdrs, faclories, and FOFI,

3/ Actuals upto March 1984,

4/ 20, 40, and 100 percent of annual of ftake for nitrogen, phosporous,
and polash, respectively,

3/ R delicit shows import requiresent.

SOURTE: FDFI and USAID stall estimales
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TABLE 9

FERTILIZER SUPPLY ANG DEMAND PROJECTIONS
LOW OFFTAKE SCENARID

(1000 NNT)

- e 0 i e e S e

o 0 Y 00 e = U e 08 A R O g e D P oy D e e A O 0 D S O e R T e B o o O e Ry v O o O A e

e e o e e o e e B e B S NS o e 0 8 e e e e R e o 8 O O et O - e om0 s R O 6 N T O e e g O W

= o T S O m o 2m e T S B S 8 8 e S O 0 G A O5 4P 0 k0 P 0 4 e O e O e Y A e S O D e O O T e o e e O e e e e B P e e B B S e

Supply 1555 399 35 1499 203 2] 1507 198 3 1518 207 ¥}
Opening Inventory 2/ {34 145 16 59 1 2] 403 119 4 50 128 12
Indigenous Production 1031 81 104} 19 L104 79 1069 Al
laporis 3/ 0 113 19

Demand 1296 383 54 1301 41b 48 1286 449 84 1307 484 104
Offake 997 275 27 1026 297 o105 3t 42 1089 344 33
Exports 100 70
Reserves Required 4/ 199 110 27 205 119 3 221 128 42 218 138 33

Surplus {4)/Deficil (-) 5/ 259 " -9 198 213 -4 2 -5t -%0 22 - -6

--------------------------

- e = o g 8 O e e G B 0 e 0 e 0 D O O B Oy O D e e Y B o e 4 0 e e e P LR O G B e e

1/ October-Septeaber,

2/ Stocks wath distributors, factoraes, and FOFI,

3/ Actuals uplo March 1984,

4/ 20, 40, and 100 percent of annual offtake for nitrogen, phosporous,
and potash, respectively,

51 A deficit shows iaporl requirement,

SOURCE: FOFI and USAID stalf estimates
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raising the total national capacity to 1,048 thousand NMI'. The annual
capacity utilization has gradually increased from 77 percent in PFY
1979/80 to 98 perceut in PFY 1983/84. As stated earlier, production in
urea has outpaced offtake requirements, and this situation is expected to
continue through the 1985/86 crop year. However, as mentioned
previously, the country will continue to be deficit in phosphatic
fertilizer. As a result, the GOP is currently considering the
establishment of two Dliammonium Phosphate (DAP) plants and more than one
mini-plant for the production of Single Super Phosphate (SSP), none of
which, however, will be on line before mid-1987.

3. Import Requirements

Table 10 shows that future phosphatic import requirements will
range between 213-231 thousand NMT for crop year 1984/85, 251-277
thousand NMI' for crop year 1985/86, and 277-316 thousand NMI' for crop
year 1986/87. If the low offtake scenario prevails, nitrogen fertilizer
will remain in surplus throughout the entire period; otherwise, there
will be some N deficiency in crop year 1986/87. This deficit, however,
will be offset by "involuntary” nitrogen imports with DAP. Total
potassium fertilizer import requirements are estimated to be 41-43, 50-55
and 64-67 thousand NMT for the respective years covered under this PAAD
Amendment.,

Apart from internatiomal prices, the types of fertilizer imported by the
Government to meet domeatic phosphatic requirements are determined by
farmer acceptance of the product, funding and credit sources, and the
nitrogen content in the binary and complex products. Current GOP policy
18 to rely on DAP to meet domestic requirements and to cease importation
of nitrophos, which has e@qual nitrogen and phosgphate nutrient content,
except on a grant or barter basis.

In recognition of the nitrogen content in DAP, the Government is also
importing small quantities of TSP which contains no nitrogen. While this
is appropriate, given the overall nitrogen surplus in the country, large
imports of TSP at this time are not warranted as farmer acceptance of the
product is far from certain. The 10 thousand MT of TSP financed under
the FY 1983 PAAD Amendment, which arrived in February 1984, will be uged
to test farmer acceptance. Consequently, phosphatic import requirements
have been calculated on the agsumption that 90 percent of the demand will
be met from DAP and 10 percent from TSP.

Table 11 translates the nutrient requirements into product import
requirements. For crop years 1984/85, 1985/86, 1986/87, DAP import
requirements are projected to range betwaen 417-452, 491-542 and 542-618
thousand NMT, respectively. TSP import estimates of 47-50, 55-60 and
60~69 thousand NMT will, in the final analysis, depend on its
acceptability among farmers. Finally, and assuming that Sclfate-of-
Potash (SOP) will meet all dcmestic potaesic requirements, SOP import
levels are projected at 82-86, 100-110 and 128-134 thousand NMT for the
respective years under consideration.
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TABLE 10

FERTILIZER IMPORT REQUIREMENTS
CROP YEARS 1983/84 - 1984/87

{Nutrients)
('000 NMT)
Rabi Kharif Total

Crop  Scenario  —osssmmmmeomeseceeemem e e de e oo mesees meemscrodsesenoosroncencnoos
Year N 4 K Tolal N P K Total f Total}
1983/84_ High Ofitake 0 0 0 0 0 0 19 19 0 0 19 19
Lon Offtake . 0 0 0 0 ) 0 19 19 0 0 19 {9

1984/85 High Offtake 0 167 M 198 0 84 - 12 16 0 21 3 I
Low Offtake 0 135 30 183 0 58 1. &9 0 213 41 254
1985/85 High Ofllake 0 202 0 242 0 75 15 90 ¢ 277 5 332
© Low Offtake 0 185 & 221 0 b 4 80 0 251 S0 30!
1986/87 High Offtake 78 228 8 I 0 8 19 107 78 N6 67 461
Low DIftale 0 203 4 29 0 T4 i8 92 0 2n 64 341

Notes:

1. High Offtakes &X for N, 117 for P, and 281 for K.
2, Low Offtake: 3% for N, BX for P, and 231 for K.

SOURCE: Annexes C.f
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TABLE 11

—

FERTILITER IMPORT REDUIRENENTS
CROP YEARS 1983/84 ~ 1984/87

{Producls)
{11000 A1)
Rabi Kharaf Tolal
Lrop T T L B e e el
Year DAP TSP 50 DAP 15¢ S0P DAP TSP 50p
1983/84  High Diftake 0 0 ] 0 ¢ 38 [ A 18
Low Diftake ] 0 0 0 0 I8 0 0 A}l
1994/83 High Offtake 321 36 b2 125- 14 '24 452 50 Y
Low Ofitake 303 34 80 113 13 22 117 AL 82
1985/85% High Offtake 193 L] 80 147 16 30 2 80 110
Low Of{lake 342 {0 12 129 14 28 491 9 100
1984 /87 High DIItske 44 50 % 172 19 38 418 69 134
Low O {Lake 397 4 22 145 1h A2 542 40 128
__________________________________________________________________ e e e mm oo emm;man e e mm e memammmmmmemm e
Noles:

I, High Dfflake: &Y tor N, 11X far P, and 281 lor K.

2. Low Offiake: 3% fur W, 81 for P, and 231 for K,

3. 90X of the P japort reguirements wi)l be mel {roa DAP, and 101 from TSP,
4. Any K import requirescnis will be ael from DAP,

5. A1l ¥ imporl requiresenls will be et froa S0P,

SOURCE: Table 10



As of April 1984, the GOP had lined up approximately $47 million in
grant, loan and barter agreements to finance fertilizer imports during
PFY 1984/85. Details are given in Table 12. At a projected C&F price of
$265 per MT, approximately 177 thousand MT of DAP could be procured,
which 18 39-42 percent of the total DAP and 35-38 percent of the total
phosphatic import requirements for crop year 1984/85,

The GOP has requested A.I.D. to finance at least 20 thousand MT of TSP
under the FY 1984 ACE Program. Accordingly, $5 million of the $30
million allocated for fertilizer will be used for TSP imports and the
remaining $25 million for DAP. At projected C&F prices of $265 and $210
per metric ton, 4/ an estimated 94.3 thousand MT of DAP and 23.8

thousand MT of TSP, respectively, could be imported. The A.I.D.~financed
imports would meet 21-23 percent of the total DAP and 48-52 percent of
the total TSP import requirements for crop year 1984/85. 1In terms of
nutrients, these imports together would meet 24-26 percent of the total
phosphatic import requirements for the same crop year.

B. Cotton
1. General

The $10 million worth of cotton to be procured under the FY
1984 ACE Program represents the second and final tranche of an emergency
and one~time import program, Pakistan normally exports about one-third
of its cotton crop in raw form and nearly one-third more in the form of
yarn, cloth and garments. The PFY 1983/84 cotton crop was a disaster at
2,95 million bales compared to 4.8 million bales the previous year and
the projection for PFY 1983/84 of 5.2 million bales. The crop failure
was 80 extensive that supplies were not adequate to meet the needs of the
mills in Pakistan. The cotton imported under the ACE Program will help
to meet that need and thus assist Pakistan to sustain the operations of
its mills and maintain the employment and income levels of ite largest
industrial sector.

4/ The Economic Analysis and Projections Department of the World Bank
has projected the U.S. Gulf FOB prices of DAP and TSP to be $210 and
$155 per MT, respectively, for 1984, Based on last year's actual
costs under the ACE Program, $55 per MT has been added to the
reapective FOB prices to cover estimated shipping costs.
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TARLE 12

FINANCING ARRANGEMENTS FOR FERTILIZER IMPORTS
FOR CROP YEAR 1984/85 &7

Source ¢f “unding Type of Flnancing Amount of Financing
(In Million U.S.$
Equivalents)
Aslan Development Bank Loan 5.8
Korea Barter 1.8
West Germany Loan 1.6
Jagpan Grant 13.0
Norway Grant 5.2
Finland Barter 10.0
Sweden Barter 10.0
TOTAL 47.4

—

SOURCE: Ministry of Food, Agriculture, and Cooperatives.

a/ Funding secured by the GOP as of April 1984,

2, Supply

The most recent estimate of cotton production in Pakisten is
2.95 million bales (of 375 pounds each) for crop year 1983/84. Ginning
has just been completed so this figure i1s not likely to change. The
carryover stock from last year's supply was approximately 250,000 bales,
all of which was exported, plus another 50,000 hales before the extent of
this year's cotton crop failure became clear. As a result, there
effectively wa.s no carryover stock. Stockg have built up as a result of
the cotton harvest in November and Decewber. Most of this cotton has
becn gluned, put aot all o7 it has been wolid,
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Prices for ginned cotton iose rapidly in the {ull and winter of 1983 as
the extent of the cotton crop fallure became known. For example, the
price rose from Rs 11.8/kg in Pebruary 1983 to Rs 20.5/kg in February
1984. Prices have been declining as a result of other imports of cotton
and information about the AIL-financed cotton procuremant., For example,
the price has come down from as high as Rs 22.5/kg to Rs 17.5/kg or about
63 cents/pound. The U.S. price 18 more than 80 cents/pound. The
downturn in prices and financial pressures have persuaded the cotton
ginuers to sell their stocks, and thus the supply of unsold cotton will
decline.

The future price of raw cotton may rise again if the current stocks are
exhausted before U.S, cotton comes on the market. The reason 1s that the
U.S. cotton probably will be s0ld at or near world market prices which
now are higher than those prevailing in Pakistan. U.S. cotton will be
the only available supply once ginners' stocks are exhausted.

3. Demand

The demand for cotton 1s much more difficult to predict than the
auoply,  Lust yesr's mill and nonmill consumption wuas approximately 3,2
million bales. The latest estimate for PFY 1983/84 reported ‘u March
1984 by the textile trade also was 3.2 million bales. This figure will
depend on the ability of the textile industry to produce and sell its
products at world market prices when it must buy cotton at near world
market prices. As pointed out above, the local price of cotton at one
point was nearly double that of last year. Another problem area is
whether Pakistan textile firms can regain the market in Iran for their
producta. Iran had greatly increased its purchases of textile products
from Pakistan because of foreign exchange shortages, which made purchase
from traditional suppliern more difficult. The poor quality of some
bPakigtan products, nowever, has reduced the demand.

The demand aleo wll' depead upon the abllity of Pakisten yarn suppliers
to maintain thelr markets in Hong Kong and Japan. There have been
efforts, particularly in Japan, to restrict and reduce the amount of
imported fukistan yarn which has been increasing rapidly. Another
element of demind is the usual requirement for end~of-season stocks.
From 1979 1t 1982, they averaged 662,000 baler with 500,000 bales as the
modal value.
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4., Import Requirements

Table 13 summarizes the eatimated cotton import requirement for
PFY 1983/84. i

TABLE 13

ESTIMATED COTTON IMPORT REQUIREMENT FOR PFY 1983/84
(in Bales)B/

Supply
Carryover 250,000
1983/84 Production 2,950,000
3,200,000

Demand
Export 300,000
Mill and Non-Mill Demand 3,200,000
End of Season Stocks 250,000-500,000
3,750,000~-4,000,000
Triport Requirement 550,000-800,000

3/ 0ne bale = 375 pounds

The estimated import requirement is between 550,000 and 800,000 bales,
depending upon the desired end-of-season stocks. Actual and pianned
fmports will total between 251,500-288,500 bales as shown in Table 14,

Table 14
ACTUAL AND PROBABLE COTTON IMPORTS IN PFY 1983/84
(IN BALES)Z/
Sudan 66,000
China 20,000
U.S. - Private Impor?a 89,000-126,000
U.S. — ACE Program B 76,500

251,500--288,500

a/ One bale = 375 pounds

b/ Includes only the cotton procured under the FY 1983 ACE Program which
will arrive in June/July i284; the cotton to be procured under the FY
1984 ACE Program will not arrive until December 1984 or in the PFY
1984/85 croup season.
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The unmet requirement, based on actual and probable imports, including
the FY 1983 ACE Program buy, is therefore 261,500-548,500 bales. Thus,
the importation of $35 million worth of cotton (equivalent to about
109,000 bales of 275 pounds each) under the U.S. FY 1983 and 1984
tranches of the ACE program will not produce a surplus even if mill and
non-mill consumption in PFY 1983/84 fallas back to the 1981/82 level and
end~of~ sezzon stocks are half the normal level.

C. Private Sector CIP

1. Background

The private sector "window"” in the ACE program is an important
element of the Mission's overall program of support to the Sixth
Five-Year Plan goal of enhanced private sector activity in Pakistan.
Pakistan's private sector is currently concentrated heavily in the areas
of agribusinesa, agricultural machinery, agricultural processing, food
processing and handling, and the transportation and distribution of both
primary agricultural commodities and transformed agricultural products
such as textiles. The vigor and initiative of the private sector in the
agriculturally related sectors has not, unfortunately, always been
matched by an equal degree of support and enthusiasm from the Pakistan
Government. The decade of the seventias witnessed some major moves
backwards for the indigencus agribusiness sector. Many processing firms
were nationalized under the Bhutto regime. Many other agribusinesses
simply could not operate for want of permits and licenses which required
the acquieacence of a hostile federal bureaucracy. Others found that the
nationalization of the commercial banks by Bhutto cut them off from thelr
lifeline of operating capital and trade financing facilities.

The advent of the Zia Government in 1977 started a gradual rollback of
the exceases of the Bhutto era, but substantial damage has been done to
the confidence of the private sector engaged in agribusinesges. It has
only been in the recent past, particularly since 1981, that private
gector investment in agricultural processing industries and other
agribusiness Fas begun to pick up. A sounder regime of market-oriented
prices for major agricultural commodities and a growing government
awarenegs of the importance of new private investment in agribusiness has
been central to this upward trend.

2. Impact on the Agricultural Sector

The coumodities to be imported under this program will enable
farmers to mechanize and modernize their methods of production. The
program will also finance commodities for local private industry to
produce implements for farmers. It 1s also expected that irrigation
equipment and supplies, to increase the efficiency and effectiveness of
the irrigation system, wiil be imported which should have a favorable
lmpact on agricultural production. Transportation equipment such as
reefer trucks (but not general purpose trucks) will be eligible for
purchase. Handling equipment for agricultural commodities, such as
vacuvators, bagging equipment, forklifts and the like should facilitate
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the importation of locally unavailable agricultural commodities and the
movement and storage of harvested products. Prefabs, ventilators,
industrial air-conditioners, humidifiers and the like will also
contribute to storage and preservation of harvested crops. In additiom,
the food canning and processing Bector will benefit from modern U.S.
equipment imported under this program.

3. Impact on Balance of U,.S. Payments

The short and long-term impact on the U.S. balance of payments
will be favorable because program funds will be restricted to U.S. goods
and related services. This program will permit U.S. suppliers to
relnvigorate trade relations with their distributors in Pakistan which
were badly interrupted by U.S. goods being priced out of the market.
Future follow~up orders for machinery and spare parts will result in
additional U.S. exports on a commercial basis.

4, Demand for U.S. Agricultural Commodities

The private sector "window” of the ACE Program will permit
importation of a broad range of agriculturally related equipment. Since
most of Pakistan's private sector is in agriculturally related business,
this insures the program a very broad market bage. Participating banks
will review equipment financing requests ageinst three screens: (a) the
GOP eligible 1ist of imports, which 18 very broad; (b) the A.I.D.
eligible commodities 1ist, which 1s also very broad; and, (c) the
narrative justification in the loan application which explains the
agriculturally related nature of the requirement for the equipment,

Within this framework, USAID anticipates that very substantial market
demand for commodities can be tapped by the private sector "window" in
ACE. The U.S. enjoys a reputation for technological supremacy in many
areas of agribusiness equipment, including food processing equipment;
food packing equipment; meat and poultry handling equipment; high
efficlency irrigation equipment; agrochemical processing and handling
equipment; and, some categories of farm machinery. In other areas, such
as machine tools for the agricultural machinery industry and processing
for agriculturally related pharmaceuticals, we share the market with
other national suppliers, but are competitive on quality if not price.
In heavy agricultural equipment, the United States is without equal, as
18 the case In heavy irrigation-related ecuipment.

The effective demand for U.S. equipment will reflect a balancing of three
factors: (a) technological advantage of U.S. supplied equipment; (b)
quality advantages of U.S. equipment; and, (c) price competitiveness of
U.S. equipment. If we had to compete on price alone, there would bLe some
doubt as to the total demand for U.S. goods under the program. In fact,
however, the sglope of the demand curve for U.S, agribusiness equipment 1in
Pakistan will be determined at least as much by the fact of U.S.
proprietary technology embedded in mauny .S, guods and in our quality
advantage in some areas of agricultural equipment. There is no way to
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quantitatively prove a& demand level in the context of a dynamic
marketplace. The Mission will, however, test the market with a phased
approach to eradit availability. The FY 1984 ACE Program will make US
$10 million available through bamks to the full universe of private
gector borrowers. Based on the actual track record of this initial $10
million tranche, we will phase the pace of future private sector
tranches. The financial plan indicates the phasing which we anticipate
at the present time, but we are prepared to modify this achedule of
financing hased upon what we learn from the actual response of the marke
to the first year's funding.

5. Relationship of Loan Terms to "Market Interest Rates”

Any discussion of "prevailing market rates of interest” in
Pakistan must be prefaced by the statement that interest rates are not &
significant instrument for regulating the growth and distribution of
domestic credit. Direct and selective credit controls such as annual
credit plans are the GOP's preferred mometary tool. The State Bank of
Pakistan (i.e., the Central Bank) sets minimum Trates for deposits and
maximum rates on advances. Although banks are theoretically free to pay
higher rates for deposits and charge lower rates for advances, the
crossing nature of the interest rate structure (interest rates for
deposits rise with maturity while those for advances decline) and the
relatively low rate of return available from Government securities used
to meet minimum reserve requirements. combine to work against much
deviation from the prescribed rates and to encourage short-term
quick-turnover transactions.

In the private sector "window” of the ACE Program, our approach to the’
interest rate issue will be built upon four pillars:

a, a firm commitment to avoid inducing misallocation of
investment through wrongly priced capital;

b. an approach to capital pricing which incorporates both the
explicit and implicit costs of capital to the borrower (i.e., nominal
interest rate, local and foreign banking fees for documentary credits,
cost of foreign exchange cover, compensating balance and other
side-requirements, costas of U.S.~-tied procurement, cost cf A.I.D.
shipping regulations, and the like);

c. a deaire to work within the existing credit syastem to the
maximum extent possible, recogniging that neither the participating banks
nor the GOP will revise the structure of the credit markets simply to
accommodate our private sector commodity window; and,

d. a recognition that all the banks in the system (both the
Central Bank as recipilent of the A.I.D. loan in the first inetance and
the implementing commercial banks as on-lenders in the two-step loan
process) will have to receive aufficient spread to cover the commercial
and business risks which they undertake as well as their overheads in
operating the program.
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In summation, the Mission believes that the interest achedule under the
ACE private sector CIP will not distort investment decisions and will not
result in &n underpricing of capital to investors when all elements of
capital cost are considered.

D. VWater Sector Commoditier

1. Equipment for the Provincial Irrigation Depariments (PIDsg)

a. Excavatipng Machinery for the Punjab and Sind PIDs

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 cquipment requirements were developed for the
ISM Project, the objective was only to meet the needs for civil works
under that Project without considering the cowprehensive equipment needs
of the PIDs. The excavating machinery inciuded in this Program Amendment
consitutes a small hut critical contribution to a larger requirement to
replace equipment that has been used beyond 1its economic life. The
technical analyses of the ¢quipment described In the ISM Project Paper
apply equally to this excavatlng machinery,

b, Irrigatlon Pumps for the NWFP PiD

The five pumps provided under this Program Amendment will
replace the exlsting 20-year old pumpe at the Warsak Pump Station in the
NWFP, The NWFP Irrigation Department h&as been able to maintain
thesepumps well beyond their eccnomic 11f2 and has also performed well in
maintaining the canals into which water 1s pumped,

¢. Flood Protection Equipment for the Punjab PID

This Program Avendment will provide a portien of the balance
of equ.pment that remains to be preocurcd under a 1975 acheme for flood
protection works in the Punjab., The Punjab Irrigation Dapartment has
already procured a major portion of the neerded flood protection
equipment, and the Jepartment's field experience to date indicates that
the equipment ls versatiie and sultable Zow =ite conditlons in the
province. Adequate repair and wmaintenance facilitles arc 2lso available
within the Drpartment for such equipment.

d. Construction Machinery for tte t.luchistan PID

Jhe equlpneat to be provided to the Baluchlstan PID to
supplerent jtu fleet for nunual mailnternance of th: large Kirther Canal
System is slmilur to the Equipment provided for the ISM Project. The
technical sanalysen of the equipment demscrived in both the FY 1982 ACE
PAAD aud the 37 1283 ISM I'soject Paper a:ply cqually to this equipment,
In view of the iength and sgize of the Kirther Canal System, procurement
of these commoditiea is Juatified.
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2. Drilling Rigs for the Sind Agricultural Engineering Department

The Agricultural Engineering Department of the Government of
Sind has had six powerdrilling rigs since 1966. 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 currently being sunk or six tubewells per
rig per annum., The requested new rigs are expected to bore 12 tubewells
per machine per year.

The areas where these rigs will be used are in the districts of Dadu,
Thatta and Karachi in the Sind province. These areas are outside the
reach of the canal irrigation system and have sweet water pockets where
subgtantial groundwater is avallable. 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 capabllity 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, the new rigs with adequate spare parts should be
utilized and maintained effectively.

3. Research Equipment for the Irrigation Systems Management (ISM)

ggoject

The FY 1982 PAAD Amendm-nt described in detail the irrigation
system and the inatitutional netwcrk which will utilize the machinery and
equipment, including its maintenance capabilities and equipment needs.
The FY 1983 ISM Project Paper defined a program of canal r-habilitation
and adaptive water research and the improved operation, maintenance and
management of the irrigation system for which the equipment 183 to be
supplied. Most of the $6 million worth of water research equipment to be
imported under the FY 1985 ACE Program is standard laboratory/analytical
equipment. which will elther replace or augment the existing inventory of
the participating weter reaearch organizetione. In those cases where new
equipment 18 procured to aseist the research entitles undertake the
research agenda planned under the ISM Project, the Project-financed
long-term research team of expatriate advisors will amaist their
regpective counterparts in the proper use and maintenance of the
equipment. Where appropriate, spare parts for specific i1tems will also
be provided to extend the functional life of the equipment. 1In
summation, adequate provision has been made under the ISM Project in the
form of technical assistance and training to ensure the sujiability of
the commodities to be imported and their proper use and maintenance,

E. Other Project Commodities

The commodities to be procured under the FY 1984 ACE Program in
support of the Forestry Planning and Development (FPD) Project were
described in both the FY 1983 FPD Project paper and the FY 1983 ACE PAAD
Amendment, The institutional setting, technical need for and suitability
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of the commodities, utilization and maintenance capabiiities of the user
organizations, and other technical feasibility issues have been
adequately addressed in the respective programrming documents.

T'irm equlpment requirements for the FY 1984 Management of Agricultural
Research and Technology (MART), Baluchistan Area Development (BALAD), and
Transformation and Integration of the Provincial Agricultural Network
(TIPAN) Projects are now being defined as the Projects approach the final
stages of design. The Project Papers will fully document the respective
institutional setting, technical need for and suitabilitv of the
commodities, utilization and maintenance capabilities of the user
organizatione, and other technical feasibility issues to justify the
procurement of commodities in support of these projects under the FY 1584
ACE Program. Illuatrative lists of commodities are included in Annex C.

The Mission is also in the final stages of developing the Project
Identification Document (PIL) for the FY 1985 Rural Roads Project.
Provisional equipment requirements have already been identified for this

ject, and an illustrative list is included in Annex C. Coumodities in
b v+ of the Rural Roads Project will be funded under the FY 1985
tranche of the ACE Program, by which time sufficient analytical work will
have been undertaken to define equipment needa anrd to justify their
procurement. The Rural Roads Project Paper, which will be gubmitted to
AID/Washington in the spring of 1985, will fully document the technical
feasibility of the project commodities to be procured under the FY 1985
ACE Program.

As in the case of the ISM Project, adequate provisioo has been, is being,
or will be made, depending on the stage of design, in the rID  MART,
TIPAN, BALAD, and Rural Roads Projects, through technical assistance und
training, to ensure that all commodities procured under the ACE Program
in support of these Projects are fully justified technically and that
they will be properly used, maintained, and stored.

VII. IMPLEMENTATION PLAN

A. Commodity Procurement Plan

l. Fertilizer

Procurement of fertilizer under both the FY 1982 and FY 1983
Programs went extremely smoothly, Therefore, the same procedures
outlined on pages 28-29 of the original PAAD will be followed. Briefly
stated, the GOP, through the FDFI, will be responsible for the
procurement of fertilizer with the assistance of SER/COM, AID/Washington
to ensure compliance with A.I1.D. regulations. Tendering and awards will
take place at the Pakistan Embassy ir Washington, D.C, In order to
expedite the procurement process, as in the case of the FY 1983
procurement, the Mission will request SER/COM to review the IFB and
Charter Party used for the ¥Y 1983 Program procurement of fertilizer and
to provide recommendations to the Mission as to what changes, if any, in



those terms and conditions should be negotiated with FDFL prior to the
issuance of tender documents for the FY 1984 Program.

2. Cotton

lmportation of cotton under the FY 1983 Program followed
essentlally the same procedures employed for fertilizer. The GOP,
through the Pakiatan Cotton Export Corporation, was responsible for the
procurement, with the asasistance of SER/COM, AID/Washington, and the
tendering anC award phases took place at the Pakistan Embarcy in
Washington, D.C. Since this procurewewnt procegs was timely and
efficlent, require’ minimal USAID/Pakistan staff time, and will result in
a rapid disbursement of funde, procurement of the $10 million worth of
cotton under the FY 1984 Program will follow the same procedure,

3. Water Sector Commodities

As discussed in Section VI.D., and described more fully in Annex
C.2., the water sector commodities to be procured under the FY 1984 and
FY 1985 FPrograms consist of gix different categories, comprising over 100
individusl 1ine items, valued at approximately $18.2 million. Some of
this equipment was to be procured under the FY 1983 Program, but was
deferred to FY 1984 to enable the Mission to purchase cotton;
specifications have already been prepared for most of thease items,
Preparation of specifications for the remaining equipment to be procured
in FY 1984 should be completed within the next several months. A
definitive 1list of items and specifications for the $6 million worth of
ISM regearch equipment, to be procured under the FY 1985 Program, will
oot be avallable before December 1984, by which time the ISM research
definition team 1s expected tou complete 1ts assesusment and recommend a
long~term water research agenda for the ISM project.

For wsome of the categories of commodities, such as the irrigation pumps
for the NWFP PID and the drilling rigs for the Sind PID, the Mission may
request SER/COM to assist the GOP to procure these items, following the
same procedures employed for fertilizer through the Pakistan Embassy in
Washington, D,C. This name procedure may alec Le employed to procure the
excavating machinery tor the Punjab and Sind U'Ths (7 line {tems plus
spare parts), the fluod vrotect Lon equipment :1or the Punjaly PID (10 line
items plus apare parts), and/ov the conatructlcn machi'nerv for the
Baluchiatan PID (9 line items plus spare parts).

Alternatively, all or some of the above ltems may be combined and
procured using the same procedure which was followed under the FY 1982
Program for the procurement of Irrigation equipment. 7YThis 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 proven to be an effective
and appropriate mechanism. This is especially the case when the
procurement involves a large number of individual line items, many of
which: need to be manufactured rather than being shelf itema; require
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supplier training; and/or are susceptible to considerable
damage/pilferage in transit. The water research commodities in support
of the ISM Project, which will be procured with FY 1985 funds, will
either be procured by the U.S. University selected and hired under a
direct A.I.D. contract to implement the research program under the ISM
Project or by a PSA selected competitively and hired under a host country
contract. The U.S. University, in collaboration with engineers on the
long-term equipment management team, will be responsible for preparing a
definitive list of commodities and specifications as part of the research
definition phase of its work, which is expected to commence in June 1984,

4. Other Project Commodities

a. Forestry Planning and Development

Of the $2 million worth of commodities to be procured, the
earthmoving and land clearing commodities (7 items and spare parts) and
the tractors for the nurseries, which are valued at $1.7 million, will be
procured by the GOP with SER/COM asaistance through the Pakistan Embassy
in Washington, D.C. The remaining $300,000 worth of nursery, research
and analytical, and watering commodities, comprising aho.. 30 different
line items in varying quantities, will be procured by a PSA selected
competitively and hired under a host country contract. Consultants are
now in-country to help prerare specifications for these commodities.

b. Management of Agricultural. Research and Technology

As discussed previously and documented in Annex C.6., the
commodities to be procured for the MART Project conslst of over 100 line
items valued at approximately $2.5 million. Preparation of
specifications 18 expected to be completed, with the assistance of
expatriate consultants, by September 1984, Procurement will be
undertaken by the Pakistan Agricultural Research Council (PARC), the lead
implementing agency under the MART Project. PARC, through 1its
Procurement Section, has successfully procured $3.2 million of A.I.D.-
financed commodities under the Agricultural Research Project. Many of
the items to be procured under the MART Project are similar., in
addition, the experlence gained and lessons learned from the
implementation of the Agricultural Research Project commodity procurement
process shoild greatly facilitate the smooth and timely procurement of
commodities for the MART Project. Accordingly, PARC, with the asslstance
nf the USAID/Pakistan Mission, will be reasponsible for preparing and
issuing tenders, making awards, and handling all communications with
suppliers regarding shipping and insurance claims as well as clearance of
the commodities at the Karachi port and inland transportation
arrangements.,
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¢, Transformation and Integration of the Provincial
Agricultural Network

Procurement of the $1 million worth of commodities in FY
1984 and the $4 willion in FY 1985 for the TIPAN Project will be
undertaken by the University of Illinois, which was competitively
gelected and hired under a direct A.I.D. contract, in accordance with the
Collaborative Assistance procedure, to both design and implement the
TIPAN Project. The University has a large Procurement Department
including an International Section which has had a wealth of experience
procuring the typea of commodities required for the project, including
experience with A,1.D.-financed procurements. In addition, for some of
the items to be procured, the University has indicated that the special
discount rates accorded to 1t by suppliers will be obtained for the
A.I.D.-financed commodities. ACE Program funds will be added to the
University's existing Federal Reamerve Letter of Credit (FRLC) to finance
TIPAN Project commodities. University consultants are now in-country to
finalize the list of commodities and develop specifications for the FY
1984 procurement. Specifications for the FY 1985 procurement should be
completed by March 1985,

d, Baluchistan Area Develcument Project

Consultants are now in-country to assist the Misslon and GOP
to finalize the list of commodities and develop specifications. The
commodities, which are valued at $3.2 million, are likely to consist of
road maintenance ~quipwment, heavy equipment spares, and miscellaneous
hydrologlical and cngine ving equipment. Because of ihe dlverslty of the
items involved, this procuremeat may be undertaken by the GOP with the
assistance of o PSA, Alternatively, depending on the final composition
of the commodity list and discussions between SFR/COM and the Mission
regarding workload and the scheduling of other commodity procurements
requiring SFR/COM assistance, all or some of theae items may be procured
by the GOP with the ass!ntance of SER/COM through the Pakistan Embassy in
Washington, D.C.

e. Rural Roads Project

A preliminary list of the commodities which are likely to be
procured under the FY 1985 ACE Program in support of this project 1is
included in Annex {.7. Depending on the nature and number of commodities
to be procured, one of the two alternative procurement approaches
described above for the BAIAD Project will be used to procure these
commodities.

Procurcwent of all Project commodities will be coordinated to ensure
economies of scale in the procurement process. For example, where
appropriate and feasible, commndities from several projects may be
procured by the same PSA and/or IFBs iasued by the Pakistan Embassy in
Washington, D.C. may dnclude similar commoditles for several different
projects. Final decislons regarding the most appropriate procurement
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approach will be made during implementation, taking into account when
1ists of commodities are finalized and specifications prepared and the
work schedules of Mission, SER/COM, and host country as well as Pakistan
Embassy officlals. T

B. Private Sector CIP

1. CIP Setting

Funds provided under tue private sector CIP will be made
available to participating commercial banks in Pakistan. The local
participating banks will be responsible for ensuring that their customers
purchase only eligible commodities which will contribute to agricultural
development and utilization of agricultural products, They will also be
responsible for ensuring that the commodities are purchased in accordance
with A.I.D. and GOP regulations and shall also comply with reporting
requirements. USAID/Pakistan will apot-check the performance of the
banking institutions.

2. Past Experience

Funds similar to the private sector CIP have not been made
available by A.I.D. in Pakistan aince the early 1970's. However, loans
to the private gector have been made for some time by other donors.
Large contributors have been the World Bank and the Asian Development
Bank. In addition, many countries have provided lines of credit, both
general and sector-specific, to the private sector.

The World Bank, over the past few years, has made available 14 loans and
credits totalling US$ 454 million for project investment in the private
industrial (manufacturing) sector. Of this, US$ 274 million has gone to
the Pakistan Industrial Credit and Investment Corporation (PICIC) and US$
80 million to the Industrial Development Bank of Pakistan (IDBP) for term
loans. In February 1984, the World Bank extended an additional U5S$ 100
million loan to finance activites in the private industrial sector,

The Asian Development Bank has provided US$ 198 million in loan funds to
the private sector via public sector lending agencies. Currently, the
ADB 18 interested in expanding its level of activity in this area and is
investigating ways to make funds directly available to private firms.

As a result of thesge efforts, a clear precedent has been established
which provides the general basis for forelgn loans a:d a useful framework
for the proposed ACE Program private sector CIP, While each donor loan
has apecific implementation procedures, most follow the general pattern
described below. Donor funds are loaned to the GOP on negotlated terms
and conditions; these loans are tranaferred directly by the GOP or State
Bank of Pakistan (SBP) to Designated Financial Institutions (DFIs) or
Nationalized Commercial Banks (NCBa),
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The DFIs and NCBs act as the implementing agents of the loans, conducting
project appralsals, reviewing borrower credit worthiness and being
reasponsible for placing the funds and for repaying the loans to the GOP.
Therefore, it is from the DFIs and NCBs that the private sector investor
obtains his funds and to whom he 18 responsible for repayment of his loan.

Werld Bank and Asian Development Bank loans, in addition to providing
funding, generally also are used to assist in strengthening the financial
system. For example, the recently signed World Bank loan has the
following objectives:

a. improve credit delivery for industrial finance by focusing
on the system as well as the individual;

b. reduce the possibility of jeopardizing industry's access to
term finance as a result of a participating institution's non-compliance
with conditionality/eligibility criteria by expanding the sources of
financing;

c. remove operating anomalies which hamper competition among
DFls;

d. encourage competition among Participating Financing
Institutions (PFIs) by expanding and improving the services offered by
them;

e. strengthen individual institutions through technical
agaisgtance progr2mp; and,

f. develop a more consistent and continous method of providing
foreign exchange financing for industry in Pakintan.

Each donor loan has specific terms and conditions regarding the use of
the loan; lending interest rates and repayment terms; foreign exchange
risk responsibility; and loan limits and criteria which must be met
before loan funds can be used.

3. Procurement Plen

The ACE Program private sector CIP will operate with a
restricted coumodity eligibility listing confined to Schedule 6 of the
A.I1.D., Commodity Eligibility List except where the GOP prohibits their
importation. If importers desire to purchase commodities under other
schedules, USALD will have to determine their suitability under this
program.

Announcements in local papers will advise the Pakistani private gector of
the availability of AID funds for procurement of agricultural machinery
and equipment from U.S. sources. USAID/Pakistan will also request
SER/COM, AID/Washington to announce the availability of this credit
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program to U,S. suppliers through publication of a notice in the PRE/OBR
A.I.D. Procurement Information Bulletin. Depending on the response .from
U.S. suppliers, the Mission may also advertise this program in other
publications. :

A.I.D. Regulation 1 will apply, specifically Paragraph 201.23, Informal
or Negotiated Procurement Procedures. Negotiated procurement shall be in
accordance with good commercial practice with the golicitation of offers
from a reasonable number of suppliers. Participating local banks will he
responsible for ensuring compliance with this requirement.

When Pakistani licensed distributors of U.S. manufacturers purchase
commodities from their principals, as authorized under Paragraph
201.23(e)(1), the distributor does not have to solicit offers from other
than his principals. Compliance with Regulation I Pricing Regulation
will be monitored by SFR/COM, AID/Washington.

Participating banks will be provided with coples of A.I.D. Regulation I,
A.I.D. Commodity Eligibility Listing, and A.I.D. Commodity Procurement
Instructions (CPI). A seminar will be arranged by USAID/Pakistan for
participating bank officials to explain the responsibilities of the Banks
in regard to the CPI and reporting requirements.

There will be a maximum of $500,000 per transaction and a minimum of ,
$25,000 except for spare parts for existing equipment. USAID can approve
exceptions.

Procurement of commodities and commodity-related services will be
restricted to U.S. source and origin as defined in A,l1.D. Regulation 1.
The 50/50 shipping requirements will only apply to the aggregate of
shipping under the entire ACE Program. Only U.S. flag and Pakistani flag
shipping will be authorized for A.I.D. financing under this private
gector CIP program.

4, Procedures

The Economic Affairs Division of the Ministry of Finance and
Economic Affairs will designate by name those participating banks in
Pakistan which will be authorized applicants for ACE Program funds.
Unless ctherwise agreed to in writing by the GOP and A.I.D., each of the
participating banks will be able to apply to the State Bank of Pakistan
for the funds on a first-come, first-served basis. USAID/Pakistan will
then 1ssue a countersigned Project Implementation Letter (PIL) to the
Economic Affairs Division, which will elaborate on all pertinent A.I.D.
requirements covered in the Program Agreement Amendment and the agreed
upon particulars of the private sector CIP. Attached to this PIL will be
the Commodity Procurement Instruction (CPI); a copy of A.I.D. Regulation
No. 1; and, Schedule 6, A.1,D. Commodity Eligibility Liseting.
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The Economic Affairs Division will sign and submit to USAID/Pakistan
Financing Requests, naming each of the participating banks as designated
applicants. Based on these Financing Requeats, FM/AID/Washington will
establish a Letter of Commitment(s) at the corresponding banks designated
by the participating banks in Pakistan.

When tha participatin: bank in Pakistan opens a Letter of Credit to a
supplier, the corresponding bank in the U.S. will confirm this Letter of
Credit and pay the U.S. supplier at sight againat presentation of the
required documentation. The bank in the U.S. will then submit a voucher
to FM/AID/Washington for reimbursement out of program funds reserved for
the Letter of Commitment.

A typical import transaction will proceed as follows:

The importer will solicit offers from a reasonable number of U.S.
suppliers. He will gelect the offer best sulted for his neads. He or
his bank will then file an application with the Chief Controller of
Imports and Exports for an import permit under this Program. He will
submit all offers he received together with his permit to the
participating bank in Pakistan with a request for the bank to open a
Letter of Credit in favor of the selected supplier. The margin of
deposit in local currency at the time of opening the Letter of Credit
will be the same as required by the State Bank of Pakistan. At present,
for capital goods and equipment, the margin is NIL. The participating
bank will open a Letter of Credit to the selected supplier and will have
it confirmed by 1its corresponding bank in the U.S. The U.S. bank will
pay the supplier and request reimbursement from A.I.D. Documents will be
sent to the Pakistani bank by the U.S. bank with copies to the
USAID/Pakistan Controller. The importer will receive the documents from
the participating bank in Pakiatan and clear the goods through customs by
paying the preacribed import duties. The importer will pay the local
bank counterpart funds at predetcrmined intervals. '

The participating banks will be responsible for determining the amount of
local currencies equivalent to the dollar purchase price of ordered
machinery and equipment at the time of opening of Letters of Credit.
Local currencies paid by the borrower will be deposited by the
participating banks in the State Bank of Pakistan. Such collections and
deposits will be made at predetermined intervals over a period of 18
months to three years, depending on the type of goods or equipment
financed, i.e. intermediate goods or capital equipment.

C. Implementation Schedule

Implementation of the FY 1984 ACE Program will take place over a
period of about two years. While it is envisioned that about $50 million
of the $70 million obligated in FY 1984 should be fully disbursed by July
1985, it 18 likely that the remaining $20 million worth of project
commodities will not be fully disbursed until July 1986. This schedule
takes into account possible delays in developing firm project commodity
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1lists and specifications and in obtaining, as appropriate, required
Federal and Provincial approvals of these lists, and the probable need
for retendering for some of the items. An illustrative implementation
schedule for each component of the FY 1984 Program is summarized below
and is based on the assumption that the Program Agreement Am2ndment will
be aigned no later than July 15, 1984, A provisional schedule is also
provided for FY 1985 project commodities.

1. Fertilizer and Cotton

On the assumption that the Conditions Precedent are met by
August 1, 1984, the Misaion will request that SER/COM work with the
Pakistan Embassy in Washington, D.C. to procure cotton and fertilizer
simultaneously, beginning with the issuance of tenders for each commodity
on August 15, 1984, This would mean that bids should be received by
September 1, awards made by September 15, f.eight and commodity L/COMs
isgued by October 1, and the first deliveries of both cotton and
fertilizer arriving at the Karchi port about December 1, with the final
deliveries completed by January 1, 1985.

2, Private Sector CIP

It 18 anticipated that by October 30, 1984, participating banks
in Pakistan will have been identified, particulars of the program agreed
to and documented in a countersigned Project Implementation Letter (PIL),
Commodity Procurement instructions (CPI) isgsued, a seminar for
participating bank officials held, advertisements placed in the local
newspaper regarding the avallability of this credit program, and a list
of potential suppliers end the items they are likely to import sent to
SER/COM, AID/Washington for publication in the A.I.D. Export
Opportunities Bulletin. L/COMs in corresponding banks in the U.S. should
have been issued by December 31, 1984. If demand meets expectations, it
is anticipated that all of the $10 million allocated for this program
should be fully digbursed by July 1385,

3., Project Comnodities

a. MART Project

On the sesumption that firm lists of commodities and
specifications havi: been finalized and agreed to by September 30, 1984,
it is anticipated that preparation of the tender document(s) should be
completed by November 30, the tenders issued by December 15, awards made
by March 31, 1985, and that &ll commodities will have arrived in-country
by fapytember 30, 1985,

b. TIPAN Projeci

For the $1 million worth of commodities to be procured under
the FY 1984 Program, it is anticipated that firm lists of commodities and
specifications should be prepared by July 30, 1984, that funds will be
added to the Universgity of Illinoie' existing FRLC in Augw ¢+, and that
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all commodities should arrive in-country by March 1, 1985. Firm lists of
commodities to be procured urter the FY 1985 Program should be available
by March 1985, and all of these commodities should arrive in-couiiry by
December 1985. '

c. Water Sector Commodities

Specifications for the irrigation pumps for the NWFP PID and
the drilling rige for the Sind PID ghould be sent to SER/COM,
AID/Washington by August 30, 1984, with the issuance of tendera by the
Pakistan Embassy in Washington, D.C., scheduled to occur by October 15,
1984. Awards should be made by January 1985, and the items should be
in-country by June 1985.

At the present time, the Mission plans to procure the excavating
machinery for the Sind and Punjab PIDs, the flood protection equipment
for the Punjab PID, and the construction machinery for the Baluchistan
PID, totalling $8 million, through a PSA, selected competitively, and
hired under a host country contract, with A.I.D. acting as agent of the
GOP. (See below.)

Firms listas of equipment and specifications for the research equipment
for the ISM Project to be procured under the FY 1985 ACE Program are not
expected to be available and agreed to before March 1985. These
commodities will either be procured by the University selected to both
design and implement the research program or by a PSA competitively
gelected and hired under a host country contract,

d. FPD and BALAD Projects

Specifications for ~he $1.7 million of earthmoving, land
clearing, and heavy nursery equipment for the FPD project will be sent to
SER/COM, AID/Washington by September 30, 1984, with the issuance of
tenders by the Pakistan Embassy in Washington, D.C. scheduled to occur by
November 15, 1984, Awards should be made by February 1985 and the 1items
should be in~country by July 1985.

The remaining $300,000 worth of FPD commodities, the $3.2 million of
BALAD commodities, and the $8 million worth of water sector commodities
deascribed in paragraph c. above will more than likely be procured by a
PSA. It is anticipated that the Request for Proposals (RFP) for the PSA
procurement will be i1ssued by USAID/Pakistan in September 1984 and a
contract executed by December 1984. Given the large number and diversity
of items involved, all commodities are expected to arrive in-country by
December 1985,

e. Remaining Commodities for FY 1985

It is likely that the $3 million worth of Rural Roads
Project commodities and the additional $2 million worth of flood
protection equipment for the Punjab PID will be procured by a PSA. It is
projected that a PSA will bhe contracted by December 1985, and the
commodities should arrive in-country by September 1986,



D. Policy Studies

1. Fertilizer Sector Study

The closing date for receipt of proposals by the Mission for
this study is May 15, 1984, A contract is expected to be executed in
late June, and field work should begin shortly thereafter. Results of
this comprehensive study, which will be financed under the Project Design
Fund (391-0470), should be available for discussion with the GOP by
December 1984/January 1985.

2. Edible 0il Stock and Trade Management Study

A Bcope of werk for a 4-5 person team to undertake this study
was cabled to Washington in March 1984. USDA/OICD is currently in the
prozess of identifying and recruiting 4 members of the team, and the
Private Enterprise Bureau (PRE) in AID/Washington has been asked to help
recrult a sultable candidate to serve as the financial marketing analyst
on the team. If the team is fielded by June 1984 as anticipated, the
results of this study, which will aleso be financed under the Project
Design Fund, should be availlable for discussion with the GOP by October
1984,

3. Food Grain Modeling and Ration Shop Studies

These two studieg will be implemented as part of the Special
Studiles Program under the Fconomlc and Policy Analysis Component of the
recently approved Food Security Management Project (391-0491). Both
studies will be undertaken by the International Food Policy Research
Institute (IFPRI), and each will require about two years to complete.
These studies are not scheduled to bagin before January 1985, which means
that the final results of the gtudies would not be available before
January/February 1987,

4. Agricultural Date Collection System Analysis

This gtudy, which is a nre-implementation activity of the Food
Security Management Project, will be undertaken by a 2 person team from
the USDA/Statistical Reporting Services (SPS) for about six weeks
beginuing in May 1984. Rerults of the study, which will be financed
under the Project Design Fund, stould be available by August 1984.

E. Administrative and Monitoring Arrangements

The administrative and monitoring arrangements described on pages
33-35 of the original PAAD have proved to be effective and will corntinue
to be used. Overall project monitoring reaponiibility resides in
USAID/Pakistan's Office of Agriculture and Rural Development (O/ARD).
The 0ffice of Project Development and Monitoring will have primary



77~

respongibility for the procurement of all commodities, and the Executive
Office, through its Commodity Control Unit (CCU), will be responsible for
commodity arrival accounting, in cooperation with the Mission's Regional
Affairs Office in Karachi. The Office of Financlal Management will be
responsible for undertaking end u:se audits on a periodic basis, and the
Office of the Director and the Office of Program will assist O/ARD with
policy and macroeconomic considerations related to the ACE Program. The
Office of Program will also provide assistance to O/ARD in the area of
evaluation.

It 48 anticipated that SER/COM, AID/Washington will continue to play a
ma jor role in assisting the Mission implement the ACE Progran.
Representatives of SER/COM will be called upon to work with the Pakistan
Embassy in Washington, D.C. to preparc tender documents and make awards,
to develop and/or review aspecifications for certain commodities, to
review tender documents, to pro.ide advice and/or participate in the PSA
gelection and contracting process, and to participate as necessary in
program evaluations. USAID/Pakistan will also continue to seek SER/COM
advice and assistance in the implementation of the private sector CIP,

USAID/Pakistan's responsibilities with respect to the implementation of
the private gector CIP will be as follows:

1. Provide all participating banks with copiles of A.I.D.
Regulation 1, A.I.D. Commodity Eligibility List, and A.1.D. Commodity
Procurement Instructions (CPI);

2. Arrange a seminar for participating bank officials to explain
the responsibilities of the banks in regard to the CPI and the reporting
requirements;

3. Place advertisements in newspapers to publicize the program;

4. Obtain 1list of potential importers and likely imports and
transmit this information to SER/COM, AID/Washington for publication in
the A.I.D. Export Opportunities Bulletin;

5. Spot~-check individual transactions except where USAID/Pakistan
approvals are required as indicated previously. The burden of compliance
with applicable regulations will be left to the participating banks;

6. Arrange for Financing Requests (FRs) to be sent to AID/
Washington;

7. Engure that arrival accounting procedures in accordance with
USAiu/Pekistan Manual Order Nu. PAK-754.1 dated October 26, 1983 are
followed; and,

8. Ensure compliance with the cargo preference provision, which
requires that at least 50 percent of the total value of commodities
procured under the ACE Program be shipped on U.S. flag ships.
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In addition, in accordance with the recommendations of the FY 1982
Program Evaluation team, s8elective monitoring of intermediary warehousing
of A.I.D.~financed fertili{zer will be undertaken. Upon the arrival of
each shipment, despatch plana will be obtained from FDFI, a random sample
of warehouses in all four provinces will be selected, and fileld visits
will be made to ascertain the adequacy and quality of storage. In so far
as possible, staff of USAID/Pakistan's Provincial Liaison Offices will be
Involved in field visits.

F. Evaluation Plan

The first comprehensive external evaluation of the ACE Program was
conducted in November/December 1982, The evaluation covered, inter alia:
procurement procedures for fertilizer and equipment; progress made toward
planning, developing and executing policy studies; monitoring and
evaluation of Program performance and impact; and generation and use of
sales proceeds. The findings and recommendations of this evaluation were
incorporated into the design of the FY 1983 PAAD Amendment and have also
been taken into account in the design of this FY 1984 ~ FY 1986 PAAD
Amendment.

The next formal external evaluation 1s planned for the first quarter of
FY 1987, The major objective of this evaluation will be to identify
lessons learned and areas for continued funding, including specific
procurement arrangements and financial mechanisma. The evaluation will
serve as the basls for the preparation of a possible ACE PAAD Amendment,
covering the perlod FY 1987 - FY 1990. By Novaember/December 1986, all of
the commodities imported under the Program, up to and including the FY
1985 tranche, will have veached their ultimate destination in the
provinces; many if not all of the key policy studies will have been
completed or nearing completion; and, lmplementation of other major
A.I.D.~financed agricultural sector projects will be well along. The
proposed evaluation will fnclude a critical review of the following:

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

2, Fnd use of imported commodities;
3. Quality and usefulness of p:licy studies;

4. Role of this Program ais an instrument of policy dialogue with
the GOP;

5. Programming and use of generated cupeesj
6. Procurement arrangements, including the performance of PSA(s);

7. USAID/Pakistan's monitoring of arrival accounting and end use
of the imported commodities;

8. Rapidity of disbursements;
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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 A.I.D.-financed projects in the
agriculture sector for measuring beneficlary 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
$30,000, and will be financed under the Project Design Fund (391-0470).

In addition to the formal external evaluation described above, the
Mission plans to annually assess two specific elements of the Program
during the 1ife of the PAAD Amendment. As discussed previously, prior to
the obligation of each annual increment of funding, the Mission will
cable to AID/Washington, for its review, an assessment of progress to
date in policy implementation performance and our negotiation strategy
for the next year's program, Also, pricr to the obligation of funds in
FY 1985, the Mission will undertake an evaluation of the private sector
CIP component of the Program, with the assistance of either a SER/COM
representative or an. appropriate USDH from USAID/Caire who is involved in
the i{mplementation of the private sector CIP in Egypt. This evaluation
will be designed to assist the Mission to determine whether to continue
funding the private sector CIP program and at what levels, and to
identify the need for changes, if any, in eligibility criteria, lending
terms, interest rates, and other characteristics of the program. In
order to enable the Mission to make these decisions prior to the
obligation of FY 1985 funds, this evaluation will have to take place in
January 1985, after only six months of actual implementation experience.
The evaluation will focus on the following factors:

1. Rapidity of disbursgements;

2. Assessment of the nature of commodities imported and the likely
overall impact on the agricultural sector;

3. Examination of those loan applicationa which were turned down,
including an analysis of the nature of the commodities

requested, the loan applicant, and the reasons for the loans
belng refused;
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4. Analysis of program beneficiaries;
5. Adequacy of administrative and financial procgdures;
6. End~uge of commodities; and,

7. Performance of banks in terms of compliance with GOP and A.I.D.
requirements.

VIII. FINANCIAL PLAN

A. Program Allocations

Tables 15 and 16 summarize the provisional funding allocations
for the FY 1984 Program and the FY 1984 - FY 16386 period by loan/grant
split, respectively, As discussed previously, depending on progress on
the policy front and the private CIP, the Mission's approach in the
outvears will be to allocate an increasing proportion of the program to
the private sector CIP component and to maintein approximately the same
level of fertilizer imports, while at the game time recognizing the need
to remain sufficiently felxible to respond to balance of paymenta
requirements and the possible need for additional project commodities
over the next three ycars.

B. Obliigation and Disbursement Schedules

The Mission proposes to obligate $70 milliovn, $60 million, and
$50 million for the ACE Program in FY 1984, FY 1985, and FY 1986,
respectively., For the FY 1984 program, i1f the Program Agreement
Amendment is signed no later than July 15, 1984, it is anticipated that
fertilizer and cotton commodity and freight Letters of Commitment
(L/COMs) will be issued by October 1, 1984, that fertilizer and cotton
deliveries will begin to arrive at the Karachi port by December 1, 1984,
and that fertilizer and cotton shipmenta to Karachl will be completed by
January 1, 1985 and disbursements of approximately $40 million made by
February 1, 1985,

For the private sector CIP component, it is anticipated that L/COMs will
be establigshed by December 31, 1984 at the corresponding U.S. banks
designated by the participating banks in Pakistan. When the
participating bark in Pakistan opens a Letter of Credit (L/C) in favor of
a supplier, the corresponding bank in the U.S. will confirm this L/C and
pay the U.S. supplier at sight against presentation of the required
do~umentation. The bank in the U.S. will then submit a voucher to
FM/AID/Washington for reimbursement out of program funds reserved for the
L/COM. 1f demand for these funds meets expectations, disbursement of the
entire $10 million programmed for the private sector CIP should be
completed by July 1985,
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TABLE 15

PROVISIONAL FUNDING ALLOCATIONS FOR THE FY 1984 ACE PROGRAM

(In $ Million)

Category of Commodity Loan Grant
1. Fertilizer 10.0 20.0
2, Cotton 10.0 -
3. Private Sector CIP 10.0 -
4, Water Sector Commodities
a. Excavating Machinery for the 817d and - 3.5
Punjab Irrigation Departments 2
b. Flood Protection Equipmynt for the Punjab - 3.3
Irrigation Department &
c. Irrigation P7mps for the NWFP Irrigation - 1.0
Department &
d. Construction Machinery for the Baluchistan - 1.2
Irrigation Department
e. Water Drilling Rigs for 7he Sind Agricultural - 1.2
Engineering Department &
5. Other Project Commo 'ities
a. Forestry Plannin; .nd Development E/ - 2.0
b. Management of Agricultural Research and Technology -~ 2.5
¢, Transformation and Integration of the - 3
Provincial Agricultural Network
d. Baluchistan Area Development - 3.2
6. Other Costs (including, but not limited to, - 1.1
PSA fees, 1fuland trunsportation, and other
allowable costs)
TOTALS: 30.0 40.0
a/ Procurement of these commodities was originally contemplated using FY 1983

funds but was deferred to FY 1984 to allow the Mission to procure cotton

with FY 1983 funds.
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TABLE 16

PROVISIONAL FUNDING ALLOCATIONS FOR THE ACE PROGRAM

BY FISCAL YEAR AND LOAN/GRANT SPLIT

(In $ Million)

Fiscal Year

Program Component 1984 1985 1906 Total
Loan Grant ILoan Grant Loan Grant Loan Grant
Fertilizer 10.0 20.0 28.0 2.0 7.0 - 68.0 22.0

Cotton 10.0 - - - - - 10.0 -

Private CIP 10.0 - 15.0 - 26.0 ~- 45.0 -
Water Sector Commodities - 10.2 ~ 2.0 - - 12,2
ISM Project - - - 6.0 - - - 6.0
FPD Project - 2.0 - - - - - 2.0
MART Project - 2.5 - - - - - 2.5
TIPAN Project - 1.0 - 4,0 - - - 5.0
BALAD Project - 3.2 - - - - - 3.2
Rural Roads Project - - - 3.0 - - - 3.0
Other Costs - 1.1 - - - - - 1.1
Total 30.0 40.0 43.0 17.0 50.0 - 123.0 57.0
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Based on the implementation schedule provided in Section VII.C., L/COMs
should be issued in favor of suppliers for the drilling rigs and
irrigation pumpe and in favor of the selected P5A(s) to cover their fees
by January 1985. For the commodities to be procured with the assistance
of PbAs, all L/COMs should be issued in favor of suppliers by August 1985
and all commodities should arrive in-country by December 1985. It is
anticipated that all deliveries will have been completed and all
disbursements of FY 1984 program funds made by July 1986.

The disbursement schedule for the outyears will depend on the commodity
mix and the implementation approach. Funds for commodities such as
fertilizer are likely to be fully disbursed within six months after the
initiation of the procurement process; those for the private sector CIP
within one year; and those for yroject commodities between 18 and 24
months., '

C. Local Cost Financing

A minimal amount of dollar financing provided under this Program
will continue to be used to finance local costs such as inland
transportation of equipment from the Karachi port to appropriate sites in
the Provinces. While this has not been found to be neceasary for such
items as fertilizer and cotton, A.I.D., financing of inland transportation
for project commodities to be used in the provinces has proven
instrumental in expediting rhe delivery of these commodities and in
eliminating unnecessary and burdensome administrative and management
procedures. As necessary and appropriate, therefore, A.1.D. will
continue to finance inland transportation of imported commodities under
this Program and other selected allowable costs for commodity-related
gervices.

D. Local Currency Generations

Section 609 of the Foreign Assistance Act (FAA) requires that the
recipient country establish a Special Account for commodities to be
furnighed with Economic Support Funds (ESF) on a grant basis under
arrangements which result in the accrual of proceeds tc the recipient
country from the gale of such imported commodities. Under the FY 1984
Program, of the $40 million in ESF grant financing, only the $20 million
allocated for fertilizer falls within this legislative requirement. No
grle or accrual of pruceeds, as contemplated under FAA Section 609, will
veceur for irrigation/water sector equipment and other project commodities
imported unuer the program since the GOP does not "sell” these
commodities to the provinces nor 1s there an "accrual of proceeds” to the
GOP from the transfer of these commodities to the provinces. Based on
negotlations with the GOP, the Mission has also concluded that, in
contrast to the FY 1982 and FY 1983 Programs, rupee generations from ESF
loan-financed commodities will not be included in the Special Account.
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Accordingly,only rupee proceeds from the sale of FY 1984 ESF
grant-financed fertilizer will be deposited Iin a Special Account. The
GOP and A.I1.D. will meet not leas than every six months. to review the
uses to which these rupees from the Special Account are being or will be
put. The first meeting will be held within three months after the
generatiou of rupees from A.I.D. grant-financed fertilizer in FY 1984,

As long as a balance remaina in the Speclal Account, the GOP will provide
semi-annual reports on how the proceeds have been used. The first report
covering deposits and withdrawals through March 31, 1985 will be
submitted to USAID/Paklstan no later than September 1, 1985, with
subsequent reports due at slx month intervais.

UInder the FY 1985 and FY 1986 ACE Programs, only rupees accruing from the
sale of imported grant-financed commodities will be deposited in a
Special Account.

E. Methods of Implementation and Financing

The use of direct I./COMs to suppliers (and direct reimbursgement
for local cost financing) is contemplated for most financial transactions
under this Program, (See Table 17), which is consistent with the
preferred methods of financing as contained in AID's Payment Verification
Policy Implementation Gujdance dated December 30, 1983. Procurement of
TIPAN Project commodities will be undertaken by the University of
Illinois under its existing FRLC. As ghown in Table 17, if PSA(s) are
uged (gee itemg 4 - 7 in Table 17), direct L/COMs will be issued for the
PSA's fees while bank L/COMs will be used to finance the commodity
costs, Buank L/COMs and L/Cs will be utilized for the private sector CIP
because of the anticipated large volume of individual transactions. This
is conslstent with Policy Statement No. 4 on page 3 of the Guidance which
reads:

"As part of the assessments under 1. above, a justification is to
be provided whenever the Migsion propnses uge of the bank letter
of commitment rather than the direct letter of :ommitment except
for CIP and project commodity fimancing for which the Mission
anticipates a nroliferation of invoices."

In accordance with Pelicy Statement No, 15 of the fuidance, a commodity
arrival accounting system has been developed at USAID/Pakistan and was
published in the form of a Mission Manual Order f{n October 1983. A
Commodity Control Unit (CCU) has been established in the Mission's Office
of Management (O/EX0) to {mpiement this aystem. Based on experience over
the last six montha, the Mission 18 satisfled that the procedures being
employed are adequate to ensure that A.I.D.~-financed commodities are
properly accounted for. In addition, the Miswion's Office of Financial
Management (O0/FM), with the assistance of thc Migsion's Reglonal Affalrs
Officers and Liaison Officers ip all four provinces has instituted a
program of end-umse checks which will be undirtaken on a perlodic basis
throughout the life¢ of the Program,



TABLE 17

METHODS OF IMPLEMENTATION AND FINANCING

Category of Method of Method of Approximate Amount
Commodity Implementation Financing (In $ Million)
Loan Grant Total
1. Fertilizer Tost Country Direct L/COM 68.0 22.0 90.0
2. Cotton _ Host Country Direct L/COM 10.0 - 10.0
3. Water Sector2®/ Host Country Direct L/COM or Bank - 12.2 12.2
L/COM if PSA used
4. 1ISM Project Host Country Direct L/COM or Bank - 6.0 6.0
L/COM 1if PSA used
5. FPD Project Host Country Direct L/COM or Bank - 2.0 2.0
L/COM if PSA used
6. BALAD Project Host Country Direct L/COM or Bank - 3.2 3.2
L/COM 1f PSA used
7. Rural Roads Project Host Country Direct L/COM or Bank - 3.0 3.0
L/COM if PSA used
8. TIPAN Project AID Proc.(under FRLC - 5.0 5.0
Univ. of Illinois)
9. Private Sector CIP Host Country Bank L/COM or Direct 45.0 - 45.0
L/COM
10. MART Project Host Couniry Direct L/COM or - 2.5 2.5
(PARC) Direct Payment
11. Other Costs - Direct Payment - 1.1 %.l
TOTAL 123.0 57.0 180.0
a/ The water —esearch equipment to be procured under the FY 1985 Program may be procured either

by a PSA or by the University contractor selected to design and implement the research program
If the latter method of implementation is used, the method of
financing will be through the University's FRLC.

under the ISM Project.
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IX. CONDITIONS, COVENANTS, AND NEGOTIATING STATUS

A. Conditions Precedent

l. Conditions Precedent to First Disbursement Under the Second
Amendatory Agreement

Prior to the firat disbursement under the Second Amendatory
Grant and Loan Agreement, or to the issuance by A.I.D. of documentat?.n
pursuant to which such disburasement will be made, the Borrower/Grantee
shall, except as the parties may ctherwise 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 Second Amendatory
Agreement:

a, a written opinion of Counsel acceptable to A.I1.D. that the
Second Amendatory Agreement has been duly authorized and/or ratified by,
and executed on behalf of the Borrower/Grantee and that it constitutes a
valid and legally binding obligation of the Borrower/Grantee in
accordance with all of 1ts terms; and

b. except for fertilizer, cotton, forestry commodities, and
irrigation equipment for the Provincial Irrigation Departments, a
statement of the name and title of the additional representatives acting
for the Borrower/Grantee who are authorized to sign procurement documects
together with a specimen signature of each such person certified as to
1ts authenticity.

2, Conditions Precedent to Disbursement for Fertilizer under Second
Amendatory Agreement

Prior to any disbursement under the Second Amendatory Grant and
Loan Agreement for fertilizer or to the issuance by A.I.D. of
documentation pursuant to which such disbursement will be made, the
Borrower/Grantee shall, 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
Secoud Amendatory Agr-ement, documentation providing assurances that:

(a) no less than 50 percent of all phosphatic fertilizers
imported in Pakistani Fiscal Year 1984/85 will be allocated to private
sector distributors and further providing that specific allocatlons among
wrivate sector distributors will be made in accordance with each
distributor's share of production of nitrogenous lertilizers. The
National Fertilizer Marketing Ltd./Natlonal Fertilizer Corporation
(NFML/NFC) shall not be included as a private sector distributor for
purposes of these calculations hut shall recelve its allocation as part
of the percentage allocated to the public sector;

(b) Uniform incidentals will be allowed for all distributors
of inported fertilizers, be they public or private sector; and,



~87~

(c) The Borrower/Grantee will take into account the
requirenents of private sector distributors in the Borrower/Grantee's
plans for the importation of fertilizers.

3. Condition Precedent to Disbursement for the Private Sector

Commodity Import Program (CIP)

Prior to the disburaement of funds under the Second Amendatory
Grant. and Loan Agreement for the private sector CIP component or to the
issuance by A.1.D. of documentation pursuant to which suach disbursement
will be made, the Borrower/Grantee will, except as the parties may
otherwige agree in writing, furnish or have furnished to A.I.D., in form
and substance satisfactory to A.I.D,, within sixty (60) days after the
date of signing of this Second Amendatory Agreement, the names of
participating banks in Pakistan and the written coocurrence of the
Borrower/Grantee to all the specifics of the private sector CIP component
as they relate to Interest rates and lending terms, credit ceilings,
eligible commodities and importers, payback periods, and procedures to be
followed by the Borrower/Grantee in making allocations to participating
banks.

B. Covenants

1. Use of Sale Proceeds

Except as A.1.D. may otherwise agree in writing, all local
currency proceeds accruing to the Borrower/Grantee generated from the
sale of grant-financed commodities under this Second Amendatory Agreement
will be credited to the Federal Consolidated Fund of the
Borrower/Grantee. The Borrower/Grantee agrees to credit these proceeds
to a apecial subsidiary account to be named "USAID Programme for US FY
1984".

Funds in the special subsidiary account may be used for development
purpoges in such areas as agriculture, rural development, water
resourc~s, energy, population, education, health and, where appropriate,
may also be used to reduce opium poppy production. The rupees deposited
in the special subsidiary account may also be used to pay U.S.
administrative costa in Pakistan.

2. Reporting

a. Special Subsidliary Account

As long as balances remain in the special subsidiary account,
the Borrower/Grantee shall provide to A.I.D. 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 revort covering deposits and withdrawals through March 31, 1985 to
be provided by September 15, 1985.
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b. Shipment and Distribution of Commodities

Except as A.I.D. may otherwise agree in writing, the
Borrower/Grantee shall furnish or have furnished to A.I:D. quarterly
reports ag to the shipment and distribution of Borrower/Grantee procured
cormnodities, including but not limited to fertilizer and cotton. Said
reports shall contain, at a minimum, the following information:

1. Shipment: Name of Vessel, Description of Cargo,
Manifested Quantity cf Cargo, Actual Date of Arrival of Vessel, Quantity
of Cargo Discharged, Quantity of Cargo Despatched, Shortage or Excess of
Quantity Discharged and/or Deapatched.

11, Distribution: Name of Private or Public Entity to which
Commodity has been Despatched, Quantity of Commodity Despatched and Date
of Despatch of Commodity.

C. Negotiating Status

The Mission has held numerous discussions with GOP officials omn
the particulars of the private gector CI? component but has not yet
received official GOP concurrence with several of the characteristics of
the proposed program. For example, the GUP has not yet provided the
Mission with its decision on participating banks, eligible importers, the
proposed payback periods for borrowers, the likelihood of increasing the
credit cellings of participating banks, and the procedures for making
allocations to the banks. All other particulars of the program have been
approved in principle by the GOP. w  anticipate reaching agreement with
the GOP on these outstanding f{ssues by the time of Program Agreement
Amendment negotiations and will document the agreed upon particulars of
the program, in a countersigned PIL, prior to the disbursement of funds
for the program.

Similarly, the Mission has been actively pursuing discussions with the
GOP regarding i1ts performance on agreed upon policy actions relating to
the privatlzation of fertilizer marketing under the FY 1983 Program and
is in the process of negotiating a set of policy implementation actions
in this area for the FY 1984 Program. While we expect to reach
substantial agreement with the GOP on these matters prior to the signing
of the Program Agreement Amendment, a Condition Precedent to disbursement
for fertilizer procurement will be included in tiie Program Agreement
Amendment which will require that the GOP provide written assurance that
the agreed upon policy measures under the FY 1984 Program will be
implemented in PFY 1984/1985.

The remaining elements of the FY 1984 ACE Program and the above
Conditions Precedent and Covenants have been discussed with and agreed to
by the GOP, During Program Agreement Amendment negotiations,
USAID/Pakistan will incorporate into the Agreement Amendment appropriate
language to ~over these terms and conditions.
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PROGRAM ASSISTANCE APPROVAL DOCUMENT (PAAD)
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AGRICULTURAL COMMODITIES AMD EQUIPMENT
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0 1227112 MAR €2

F¥ C}CSTATE WASHLC

TO AMEMBASSY ISLAMAFAD IMMEDIATE 6691
FT

UNCT£S STATE FEE3S66

AITLC

F.O0. 122€6%: N/A

TAGS:

SUTJFCT: APAC REVIFW, AGRICULTURAL COMMODITIES AND
EQOULFMENT PAAD (391-74€8)

APAC QFEVIEWEL FAAD MARCH 10, 1962, ‘AND AGREED TO
"ECOMMEND APFROVAL FY A/AIL. MISSION IS

CONGRATULATED CN SUPMISSION OF AN EXCELLENT PAPER WHICH
FFFECTIVELY PRESENTS PURPCSES, CONTENT AND IMPLEMENTATION
PLAM, LCESCRIPTICN OF POLICY CONTEXT, IN PARTICULAR, GOES
PFYONT WHAT AFAC EXPECTED AT TIME OF PID REVIEW. FOLLOW-
ING ARF MAJOF PROGRAM ISSUES WHICH WERE TISCUSSED AT THE
MEFTING ¢ '

1. FUNTCING ALLOCATION (FERTILIZER VS. EQUIPMENT): IT
WAS NOTET™ THAT WHILE PAAD-FACFSHEET (WEICH IS THE .
AUTUQOPIZING LCCUMENT) LOES NOT EXPLICITLY ALLOCATE FUNDS
AS RETWFPEN THF MAJCR CATFGORIES OF COMMODITIES, THFY ERODY
OF THE FAPER DOXiSf. TO ADD AN ELEMENT OF FLEXIBILITY IN
THT PAPFR ANL MAXE IT CONSISTENT Wi™H THE FACESHEET, A
SENTERCE WILL PE ALDFL ON PAGE 3 INDICATING THAT EXPFCTED
ALLOCATYONS ARF SURJECT TO CEANGE IF CONDITIONS SO
HACRANT .,  ANNEX F, PAGF 2, WCOULD ALSC HAVE QTE EXPECTEL
UNCTI ACDED FEFORE QTE ALLOCATIONS FOR THE FY 1982
TRCGRAM . . . UNATE. -

2. POLICY DIALCGUF: ASIA PUREAU AND PPC HAVE HD RECENT
FXCHAMGES REGARLING THE LFGREF T0 WHICH POLICY CONSILFRA-
TIOHS ARE ADDRESSED FY THIS PROGRAM ANL THF WAY THE -~
PCLICY LIALOGUY WILL FF CARRIED OUT. CURTIS WILL CARRY
COP1:S OF RELFVANT MEMOS. PAAD DRESCRIRES MISSION'S
APPPOACH TO FOLICY ANL AREAS INTENDED FOR FURTHER
‘FYAMINATION. AIL/W WOULL LIXF TC FF APPRISED OF PROGCRFSS
MALK AS THE FROCESS GOES ON AND TO HAVE ANOPPORTUNITY-TO
COMMINT AS APFROPRIATE. SPECIFICALLY,-PRIOR TO FORMAL
NFGATTATIONS CONCFRNING THE NEXT TRANCHE OR TRANCHEES AND
FET¥PMIUATION OF ANY CONTDITIONS WEICH MAY FE INCLULFD IN
THY PAAL AMENIMENT, WE RTQUEST THAT MISSION-TRANSMIT N
INFOPMATION CATLE ON THESE MATTHRE. WEWOULIL HOPE THFIT

FY L¥CFMEFR MISSION WILL HAVE DELINEATED SPECIFIC-ARES
WHEPF CHANGES IN FOLICY DEFINITION AND-IMPLEMENTATICN MAY
FF YAPRANTED. YOUR CAFLE, WHICH WE WOULD HOPE TO RECFIVF
PY TECFMRFR, SHCULD ADVISE US OF THE POLICY PARAMITEPS TO
FE TISCUSSED WITH THE GOP AND YOUR THINYING ON STRATEGY
AMI OTJFCTIVES.

MHETARSTFIFT STATY EFEEE  1/2



ANNEX A.l
3. FURTEFR 4¢ THE PCLICY LIALOGUE, ! . SCHIAVO~CAMEC Page 2 of 3
RFPORTFL TO APAC. FASFL ON HIS RECENT TDY, THAT IN BIS ‘
JUTGMINT FROGRAM FITS PAXISTAN’S CURRENT MACRO ECONCMIC
NEFLS AND THEAT MISSION’S APPPOACE TO POLICY-LILOGU: IS
ATFPATRIATE. HIS REFORT, NOW IN PREPARATION, ;WILL CON-
TAIY SPECIFIC RECOMMENTATIONS TO MISSIGN FOR FOLICY -ARFAS
TC Fi FXAMINED IN CONRECTICN WITH THIS AND OTHER PFRCGRAM
INSTRUMENTS .

4, TELAYIONSHIP TO IRRIGATICN PROJECT: TVYE 3TTUS OF
FROTOSFT IRRI* ANT AID PRCJECTS WAS TISCUSSED.APAC
UMLFPSTANLS THAT MAJOR ISSUES CONCERNINGWATER SECTOR,
SUCE AS IMPRCVFMENT IN CANAL MAINTENANCE, WILL BF -MOST
TIRFCTLY ADDRESSED IN IRRIGATION ANL ON-FARM-WATER
MAMAGFMENT PPQJFCTS, ALTHOUGH AGRICULTURAL COMMOLITI:ZS
ENT EQUIPMENT PAAL SHOULD ENHANCE MISSIONS POSITION~IN
INFLUFNCING THEFSE APEAS.

5. FQUIFMENT PPOCUREMENT MECHANISM: AN AID/W CLRIFYING
CAFLE OMN THF MFANS OF EFFECTING HCST COUNTRYCONTRACTS -
WITH THE PSA ANI SUPPLIFKRS IS BEING SENT SRPTEL. WHILE
THIC IS AN IMPCRTANT IMPLEMENTATION ISSUE,-IT-DOES NOT-
AFrFECT AUTHORIZATION LANGUAGE.

F. CTAFFING: TRE IMPLFMENTATION RUPLEN OF THIS FRCJECT
was NOTED, ROTHE AS REGARLS PROCUREMENT OF EQUIPMENT NE
NFED TO DEFINE AND CARPY OUT POLICY STUDIES/DIALOGUE.
FFFCRTS CONTINUE TO FILIL APPROVED SLCTS AS RAPIDLY AS
POSEIFPLE.

7. TCLLAR FINANCING OF LOCAL COSTS: APAC AGREET THAT
MISTION SHOULD HAVE AFILITY TO FUND SUCH ITEMS-AS INLA
TRANSPORT IF NFFLFD TO AVOID A LCGJAM IN DELIVERY. -
POWEVER, STRONG PREFERENCE IS TO ENCCURAGE-HOST COUNTRY
FIMANCING OF SUCH ITEMS WHENEVER FEASTELE. SINCE A

PORTICN OF FUTURE TRANCHFES OF THIS-PLOGRAM WILL PRE FUNLED
WITh CEVELOPMENT ASSISTANCE FUWNRS, MISSION/GOP-SEQULD FP-
AWARE OF NEET AT THAT TIME FOR HOST CCUNTRY CONTRIBUT;Oj

OF 2% PERCENT OF LA COSTS.

&. C(OPUNTFRPAPT GENERATIONS: SHOULD THE MISSION/GOP

WJSH 70 DO SO, UNDER SEC. €09 (FAA), ESF GRANT GENERATELD
RUPFES OR SOME PCRTION THERFOF MAYBF-CREIITED TO THE -
COF"S TRUST FUND AND ERE USED TO FINANCE MISSION OPERATION
COSTES,

9. POINTS OF CLARIFICATION: MNINOR LANGUAGE CHANGES
WILL RF MALE TO CLARIFY FOLLOWING POINTS (C-RTIS-WILL
CARTY CORRECTED PAGES.|

. UNCLASSIFIFD oTATE €65€6 1/2



UNGLAS

A. SCURCE/OQORIGIN: /USUAL CARGO PREFERENCF REQUIREMENTS
MUST BF MET FOR FERTILIZFR. SE¥ FARA 5, ANNEX A.4.-

R, QCEAN SHIPPING COSTS FCR FERTILIZFR SHIPPFD ON COLE
935 FI.AG VESSFLS MAY PE FINANCFD (UNDER THE PROGRAM.

C. PROGWAM TOTAL: 7Thk REFERINCE TO THE DOLS 320 MILLICN
FROCRAM TOTAL IN THE PROGRAM AGREFMENT (ANNEX F, PAGE-
ANT THE FAAL FACFSHEFT YWILL BEF CONDITICNFED S FOLLC¥S

NTF TYE FPCGFAM IS EYPECTFD TC TCTAL LOLS 322 MILLICN
CVEF FIVK YERES SUPJECT TO AIL PROGRAM APPROVAL,-AVAIL-
AFILITY OF FUNDS AND AGREEMENT OF TRE PPTIES TO PROCE-
UrMo™F., HAIG

T
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P eyfrav DEC 81

FM SFCSTATE WASHILC

TO AMEMBASSY ISLAMABAL FRIORITY 4464
FT

UNCLAS STATE 325974

ATLAC

E.0., 120R5: N/A

TAGS !

SURIFCT:ACRICULTURAL CCMMODITIES AND EQUIPMENT PROJECT
(301-0408)

REF: A. ISLAMABAD 15323, B. STATE 317541

). TAPAGRAPID * OF REFTEL P ADVISED THAT SOURCE FOR PRO-
CURLMENT OF COMMODITIES SIHIOULD RE CCDE €0€. IT THEREFCRE

FOLLOWS, PER SEC ?P OF SUPPLEMENT B OF HANDROOKX 1 THAT THE .

SOURCE OF OCKAN TRANSPFORTATION SERVICES FOR THE DELIVERY
OF THE COMMODITIES MUST NORMALLY BE CODE ¢¥e0, I1.E., CNLY
U.S. FLAG VESSELS.

2. SER/COM IS CONCEWRNED THAT THIS SHIFPING LIMITATION
COULLT HAVE A SERIOUS AEVERSE IMPACT ON THE RXFECTFL
FROCUREMENT AND DELIVERY OF FERTILIZER. THERE-MAY MNOT PRE
SUFFICIENT SUITAFLE U.S. FLAG VESSXLS AVAILAPLE 710
ACCOMPLISE LERLIVERY AT THE TIMk SERVICE IS REQUIREDR., THE
LIMITATION WGULD ALSO NOT ASSURF ADFOUATE COMPETITION ANL
COMPETITIVE PRICING BY THE VESSEL OPERATORS

3. THFREFORE, SER/CCM HERERY DETERMINES UNDER THE
PROVISIONS OF SECTION 7?B1B(S) OF SUPPLEMENT B EANDROOK 1
THAT [P IS NECESSARY TC AUTHORIZE THE FINANCING OF OCEAN

TRANSPORNTATION OF FERTILIZER FOR PROJECT 291-0#468 ON
VESSELS UNDER FLAG KECISTRY OF COUNTRIES INCLUDKL IN COLY
926. UTTLIZATICN Or CODE 93¢ CARRIBRS WILL BF SURJECT TO
“'HE QUALIFICATIONS STATED IMN THIS SECTION. PLEACE
INCORPORATE THIS DETERMINATION IN THE PAAD IN REGARLD TO
THE ELIGIBLE SOUWCE OF SHIPPING.

4, THIS-DETERMINATION IS APPLICABLE ONLY 70 THE EXFECTED
FERTILI7ER PROCUREMENT. THE PAAD SHOULD ALSO 1INDICATE
THAT THE ELIGIPLE SCURCE OF OCEAN SEIPPING FOR ALL
COMMODITIES OTHER THAN FERTILIZER IS5 CODE #&€ .

5.

ADDITIONALLY, THIS DETFRMINATION LOES NOT ALTER TEk USUAL
OFLICATION AS EXPRESSED IN 12A6 OF SUPPLEMENT ¥ HANDBOOK 1
TO COMPLY WITH CARGO PREFERENCE REQUIKLMENTS. HALG

B

H3L 74
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vovernment ol Yakistan
Ministry of Flnunce & Economic Affairs

(Sconcnic AAfnirs, Diviaion)
Rhden

No.1(4)SO(DR)/82, . .lslomabud, the 2nd September,B82,

OFFICE MEMORANDUM

Subject:— MODIFICATIQON OF RELENDIN INTERFST R;TDS
tﬁ‘?bubfzn 0TS AHD CRIE

Thu undorqlﬂnod ia dipnctud to invite
attantion %o thi: D1v1qion s 0. M. notod in the murgin
on the subjuct notod phove and to state that the ralend--
ing interast rates of foreign loane.ana. credits have been

modified ag under :-~

1) Foreign loans relant Foreign losns obtdined
to tho Departments of by the. Pederal :Govern—
Federal or Provincial ment end relent ‘to the
- Governments for which . Provincinl Governments
® no comnercial accounts  would-continue to be
pad are mpintained, passad on the same torms
at which these have boan
borrowed.,

“0:1 Sa8

?2) Foreign loans relent
to the Deépartments of
Foedorul or Provinciul
Covernmonts for which
commercial accounts ara
maintained.

11% p.a. inclueive .of
exchange risk charge

*938Qq pu®

8)Foraign louns ralent to
Autoriomous Bod%ea/Corpor-

~11-11 F238p-II-G4/(8A)0s(8)1-0l
-5-%2 Ps1BP IT-¥L/(¥A)OSOI)E"ON

ations of thu Federal
and Provincial Oovernments:
u)Projocts of public 11% p.a. inclusive of
- utilitioa, foraign exchange risk
e chargse ..
M b)Projacts othor than 14% p.s. inclusive of
te public utilities, oxchange risk chargo .
LOG # 507
4) Foreign loant relent 11% p.8. inclusive of
to Finencial Institu~ oexchangr risk charge ..

tiong (IDLBP,PICIC

, The relanding rate to
NDFC ond Bankers Eauity . ’
Limitad). tha final horrowar will

bo 14% p.a. inclusiva

of axchango risk churgd.

If o8 o rosult of hisher

spruad domanded by the

creditors, the intoroest

rate to the final borr-

ower exceoeds 14% p.a.,

the oxcoss will he pasaed

on to tha finnl borrowar, x
: 3
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Dirgcet horrowings ot An optiot would he givan:

inclusive of Suppliers to tho borrower either to

Credits/Guaranteed ‘hoar oxchenge risk or pay

Loans. 3% commission to the Govem-~

‘ment for taking.ovart exchango
risk. The guarantae commission
of 4% of 1% would continus to
be charged by the Federal
Government as at prosont.

2. Tho revisod rdlonding torms would ha. errectivo

from 1Cth Muy, 1982 on now sanctions(ullocations) and the
loans relont onrlior or old grnctions would continua to ho
raﬁulatcd by ordars alreadv in force Tho enncernad prpyisiona
_embodiod in 0.Ms. noted ‘in tho mnréin'would,bO'dpemed to'have

baon gmonded nccordinaly.|

3. Thu requasts for exomption would he put up to

Ln"- ‘,' %
( Makhﬂ%/‘}.')crmudhri )

Dogutvaucratary
el; 26459
1.Financo Division(Mo,Mohammad Iqhul Hussain,

Duputy Socr-tary)Extornal Financo Wing,Islamabad.

2.Finance Division(Mr.ahmad Hussnain Quroshi,
Duputy Secrutnry) Budget Wing, Islomabud-

3.Financo Division(Mr. Khizar Ahmad Jan,
Doputy Sucrotmry),Invostment Wing, Islomabed.

4.Planning Division, Islcomahad.
S.Industries Diviaion, Islamobad.

6.Production Division, Iaslawpabad,

7. Auditor Ganurel of Pukfatpp,.Lahoro.
8.Chairman, A.D.B.P. , Islamabad.
9.Chairmen, PJICIC, Karachiiq'.
10.Choirman, IDBP, Kwachi, [
11.Cheirman, NDFC, Korachi.”

12.Financial Advisors, of tha Ministries & Divisions of
Fedoral Governmont and. Finance Mamhor -of autonomoua
Bodiws/Corporuations.

IS-IL GoPtR- Islumubﬂdo

) ] . .
14.4)1 Divisions of the government of Pakistan.
’ (not muntionad nhova). .

E.C.C. of thu Cahinut.

15,5tate Bank of Pakistnn, Cuntral Diructorato,
(Foroign Exchanga Dupartmont), KiRiCIHI.

16,Cnbinut Division, Rawalpindi. '

17.Joint Scerotary(DK),Economic Affairs Division, Islamabad.
18.Joint Sucrutﬁry(cm),Economic Affpira Division, Islomabad
19.Joint Seeretary(IC & NC) E.A.D., Islamabad.

20. ©5(CH), EAD, Isdamabud 21,D3(BK), ¥AD, Iclamebad
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ATNAC

SYCSTATY FOR 6A/ASIA AND AA/¥ FROM DIRECTOR LION:
BANGROX FOR VIRAGH

*.0.12356 N/A
SURJFCT: ARRICULTURAL COMMODITIES §& EQUIPMENT PROGRAM
- (391-0453) : U.S. FLAJY VESSEL FREIGET COSTS

RE™: (A) RANGOON 3233 (B) ISLAYABAD 14075
- (n) TIST.AMABAD 14129 (D) STATE 2714932

1. MISSION RECENTLY RECERIVED A LETTER FROM THE JOINT
CYCRRTARY OF TRAE ECONOMIC AFFAIRS DIVISION OF THE GOP
MINTSTRY OF FINANCE, PLANNIN3, AND ECONOMIC AFFAIRS

o ARDING THE FREIGHT COSTS JF U.S. FLAG VFSSELS AS
COMPARED WITH NON-U.S. FLAG VESSELS UNDFR THE FERTILIZER
POMPONTENT O THE SUBJECT PRO>RAM. THIS OFFICIAL LETTER
TOLLOWS SEVERAL TNFORMAL DISCUSSIONS WHERE THIS ISSUE
TAS RFEN RAISEN INDEPENDENTLY BT GOP OFFICIALS OF THE
MINISTRY "F WATFR aND POWER, MINISTRY OF FOOD AND
AGRICULTURE, AND EAD 7OR BOTH THE FERTILIZER AND
TRRTGATION EQUIPMENT PORTIONS OF THE SUBJECT PROGRAM.

2, UNDPSR THW TERMS OF TEE SUBJECT ROJRAM ASGREEMENT AND
TN SOMPLTANCE WITR THE CRR30 PREFERENCE ACT, ALL
FOMMODRTTIES, WwIT™H TH%Y EXCEPTION JOF FERTILIZER, MUST BE
SAIPPRED ON FITHER U.S. OR PAXISTANI VESSELS UNDER THE
R@/57 RWQUIRYMENT. IN THE CASE OF FERTILIZEBR, BECAUSE
N THE NEED TO MARRY COMMODITY AND FRFIGHT RIDS, A
WATVRR WAS ORTAINED [O PERMIT THE SHIPMENT OF UP TO 52
TRROENT O THE FRRTILIZwH ON CODE 335 COUNTRY VESSELS
WHILE THE REMAINING 54 PERCENT MUST BF SHIPPRD ON U.S,
PTLAT VPSSELS. OF THE TCYAL FY 22 PROGRAM OF DOLLARS

5% MILLIO DOLLAKS 34 MILLION IN LOAN FUNDS WNERE
FARMARKE) FOR FFRTILIZFER AMD TRE REMAINING DOLLARS

PR MTLLION IN RANT FUNDS HAVE BEEN RESERVED FOR THE
PROCURFMENT OF IRRIGATION EQUIPMENT, INCLUDIMNG THE FEES
FOR PROCUREMENT SERVICES AGENTS AND RETATED PROCUREMENT
FXPENSHES.

3. THE GOP LETTER IS QUOTED RELOW IN ITS ENTIRETY:

~ NUNTE: DEAR DR. LION:

~ (1) ACCORDING TO SEC. 5.13 JF OQUR AGREEMENT DATED

1/ UNCLASSIFIED ISLAMABAD 15313



APRIL 13, 13922 FOR AGR1 LTURAL COMMODITIES AND EQ QMENT,
AT L™AST 57 PERCENT OF THE GROSS TONNAGCE OF ALL Z2UIPMENT
AND COMMODITIES WAS TO BE TRANSPORTED 70 PAKISTAN ON
PRIVETZLY OWNED U,.S. FLAT COMMERZIAL VISSFLS, TO THE
FYTFENT TRAT SUCH VFPSSELS ARE AVAILABLY AT FAIR AND
RFASONARLY RATSS. (LAST PHRASE w#AS UNDERLINED IN

L.RTTER.)

- (2) TENDERS FOR THE PURCHASE OF FERTILIZER AND
‘CHEARTPRING OF VWSSWLS FOR TRANSPORTATION OF THE COMMODITY
FROM USA TO PAXISTAN WERE INVITED BY OUR EMBASSY IN
#ASHINGTON. TI'Hc COMMODITY AND FREIGHT OFFERS RECEIVED

IN RWSPONSE TO THE TENDERS RAVE BEEN COLLECTIVELY
ANATYSED WITH A VIEW TO ACHIEVINS THE LOWEST LANDED COST
AND TPE AWARDS FOR FREIGHT AND COMMODITY HAVE BEEN

MADE AS FOLLOWS:

S.NO. NAMF OF SHIP JUANTITY FREIGHT RATE

- (M/TONS) (US DOLS PER M/TON)

1. STAR OF TEXAS 31,5892 105.50

2. POTOMAC/MERRIMAC 21,232 97.25

3. EDWARD RUTLEDGE 12,580 128.52

- 55,232

NON-U.S. ¥LAG VESSELS

4. WORLD AGAMEMMON 25,220 22.22

5. RTMEONS 22,220 22.50

6. {.2. MICRALSO 22,232 23 .87
55,220

- (3) IT WOULD 8% OBSERVED FROM THY ABOVE STATEMENT

TRAT THE FREIGHT RATES FOR U.S. FLAG VESSELS ARE NEARLY
FIVE TIMES AS HIGA AS THOSE JOF NON-AMERICAN VESSELS.

THIS CAN RARDLY B% CONSIDERED QJJOTE REASONABLFE UNQUOTE.
(QUOTE AND UNQUOTE USED IN LETTER.) AS A RESULT OF THESE
PYAORBITANT RATSS WE HAVE TO PAY AS MUCH AS DOLLARS 5.2%
MTLLTON MNRE (UNDERLINED IN LETTER) THAN WHAT WE #OULD
RAVE HAD TO PAY.

ANNEX A.4
Page 2 of 14.
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- (4) I AM SURE fOU WC LD AGREE AITH ME THAT THE
PRTCF DIFFERENTIAL OF DOLLARS 5.<¢ MILLION IS IN EFFECT
& SURSTIDY TO TAE U.S5. SHIPPING INDUSTRY. ¥ARRANTED
TAONGH THIS SURSTDT MIGHT RY, WE FEEL VAAT IT IS
TMPRCPER FOR IT TO RE DEBITED TO OUR LOAN ACCOUNT,

- (5) UNDER THESE CIRCUMSTANCES, I WIULD REQUEST YOU

70 ASK WASEINGTON TO CONSIDER CREDITING BAGK TO THE LOAN
ARGOMNT TRE eMOUNT OF THE FREIZHT DIFFERENTIAL.
“ALTRRNATIVPLY, USAID 4IGAT CINSIDER SIVING US AN ADDITTONAL
DOLLARS 5 MILLION BALANCE OF PAYMENTS SUPPCRT GRANT T
CMSHION THR 4DVERSE EFFECT OF T4E HIGHRR FREIGHT RATES

FOR "OMMODITIES CARRIED IN U.S. FLAG VESSELS. UNJUOTE.,

4, COMMENT: MISSION HAS VERIFIED THE FIGURES IN THE GJP
L®TT=R. TAIS MEANS THAT FOR THIS PROGRAM ALONE, AS MUCH
AS 15.4 PERCENT OF TdE LOAN OR DOLLARS 5.24 MILLION #AS
1SED TG PAY THE ADDITIONAL COST JOF SHIPPING ON U.S. FLAS
VRSS*LS. TFOR THIS AMOUNT, Ta&% GJP COULD HAVE PURCHASED
AN ADDITIONAL 23,280 TO 25,223 4/IONS OF FERTILIZER.- FOR
TAY RREMAINDSR OF THE PROCUREMENT WHICH IS PLANMED UNDER
TAIS PROTRAM, THA PRICE DIFFERENCE COULD AMOUNT TO AS
MOCiH AS TOLLARS 24 MILLION FOR I'HIS 5-YFAR, DOLLARS 322
MILLION PR0GRAM. SINCE BALAVCF OF PAYMENTS RELIEF WAS
AND IS A MAJOR OBJECTIVE OF I'HE RENEWED ECONOMIC
ASSTSTANT T PROSRAM TO PAKLISTAN AND IN PARTICULAR, OF

THIS PROGRAM, 1T IS TASY I'D APPRECIATE THE GOP’S
CONSTFRNATION AT SEEING THF VALJE OF OUR ASSISTANCE
FENIJCED SO DRASTICALLY BY THE 52/52 REQUIREMENT. MISSION
AND <MRASSY BRLIRVE THAT THE UNFAIR AND UNREASONABLE
NYSPARITY IN TARIGHT RATES BETWEEN U.5. AND NON-U.S.

PLAG VRSSRLS AND THP RESULTING SUBSTANTIAL JUNDERMINING OF
ONE OF THRE PROGRAM’S MAJOR OBJECTIVFS WARRANT A WAIVER

ne THE 50/%3 RRQUIRVMENT FOR THIS PROGRAM. THE SAME
ARGUMFNT FYR FERTILIZRR APPLIES EQUALLY TO THE IRRIGATION
FQUIPMFNT TO BE PROCURED UNDER TIAIS PROGRAM. WHILE THE
FIVE-FOLD PRIC® DIFFERENTIAL RBEIWEFRN U.S. AND FOREIGN
PLAG VRSSELS APPARTNTLY APPLIES, ACCORDING TO PARA B OF
RE¥, D, ONLY TO BUL{ SHIPMENIS (FERTILIZER), IT IS OUR
UNNZRSTANDPING, NOTWITHSTANDING PARA. B OF REF. D, THRAT
THRERT IS AT LEAST A TWO-¥0LD DIFFERENCF® IN PRICE BETWEEN
M.5. ANPM FOREIGN LINERS ON WAICHE OTHER PROJECT
COMMADITIES, SUCH AS THR IRRIGATION EQUIPMENT, ARE
NORMALLY SHIPPED.

&, ACTION RWQUESTED: (A) I RESLIZE THA THE 22/52 RULE
1S FIRMLY BASED ON A LESISLATIVE REQUIREMENT AND THAT IT
1S "LTARLY PRESCRIBED IN HANDBJOK 15, CHAPTER 7. NEVER-
TARLESS, I UNDERSTAND THAT THE RIZJUIREMENT CAN RE WAIVED
IN CFRTAIN INSTANCES, AND I BELIFVE A PERSUASIVE

FASE FOR A WAIVER CAN BE MADE AT LEAST FOR THOaE PROJECTS
WRERE BOP RELIFF IS THW PRIMARY QJUOT® RAISON D ETRE.
MNQUNTF. IN THE CASE OF PALISTaN, THAT INCLUDES FOR

NOW PRTNCIPALLY THE SURJKCT PROGR&M. I ASX, THEREFORE,
THAT YOU CONSIDER SUCH A WAIVER WITH RESPECT TO THE
PROTJRVMENT OF COMMODITIES NIT ALREADY FIRMLY AWARDED
(IND®R THIS PROSRAM (NAMELY THF IARIGATION TQUIPMENT), AND
THAT THE WAIVER COVER ALL REPEAT ALL COMMODITIES

°/3 UNCLAS ISLAMABAD 15313
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PROCURED DURING TH® REM. NING FOUR YEARS OF THIS Pi. .RAM.
"OTH THT MISSIOM AND THE EMBASSY BELIEVE THAT THE 592/53
REQUIRFMINT SHONLD RFE WAIVED AS RRING INCONSISTENT WITH
THE ORJRCTIVFES OF THIS PROTRAM AND CONTRARY TO THE
INTERESTS O% BOTH TH®W US> AND IHFR GOP.

{RY IN ADDITION TN A WAIVER JDF THE 52/57 REQUIREMENT FOR
THIS PROGRAM, T RRQUEST THAT A #AIVER BE APPROVED TO PERMIT
SAIPMENT OF ALL COMMODITIES FINANCED UNDER THIS PROGRAM-

"ON CODE 335 VVSSELS TO ACHIEVE I'RE MAXIMJM BALANCE OF
PAYMENTS OBJECTIVE OF THIS PROA4M. THE RFASON ¥FOR

THTS 1S AS FOLLOYS. AS INDICATED IN PARA 1 ABOVE, THE
AUTHORIZED SEOGRAPEIC CODE FIR SHIPPING FOR THIS PROIRAY

IS .S, AND PAKISTAM. ONLY IN THE CASE OF FEAalILIZER
WAS A WAIVFER OBTAINED TO INCLUDE CODE 935 COUNTRIES.
THIS MFANS TRAT IN THE CASE D% PROJECT COMMODITIES OTHER
THAN FERTILIZZR, EZVEN IF THB 53/523 REQUIRFMENT WERE TD

or WAJIVED, ONLY U.S. AND PAKISTANI FLAG VESSELS COULD BE
"S®WD,  MISSION AND ¥MBASSY BELIEBVE IT IS IMPERATIVE, FOR
TRIS PROGRAM, THAT MAXIMUM COMPETITION BE SOUSHT IN ORDER
™HOORTAIN THE LOAEST POSSIRLE FREIGHT RATES TO ENABLE THE
GOP T0 UTILIZT PROCRAM FUNDS TO THE MAXIMUM EXTENT
POSSI®LY TO PURCFASE COMMODITI®RS. MISSION AND EMBASSY
MCLTTVE TEAT LIMITING SHIPRING TD U.S. AND PAKISTANI FLA3Z
VESSCTS ONLY AND ALSD APPLYING THE 53/53 REQUIREMENT
OwNEP THTS PROMRAM WILL SRRIJDUSLY INTERFERE WITH THE
ATTAINMENT OF TRTS PROGRAM™S OBJECTIVSS IN ADDITION TD
ATRVADY RAISING QUESTIONS IN I'HE MINDS OF OQUR 30P
TOLLRAGIURS AS TO TUR JLTIMATS BENEFICIARIES OF THE
PPYWWED U.S. ECONUMIC ASSISTANCE PROGRAM TO PAKISTAN.
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FRIGCH 10 THE NEXT GOF reRTILIZER TENDER, IF THE Ph.POSAL

1% APFHGUFD BY THE ACMINISTRATOR, AFTER CONSULTATION ANNEX A.4
Wil UME AND INTERESTED CONGRESSIONAL COMMITTEES. THE Page 7 of 14

YFEEOT OF TRIS FROCFTUPF MAUTD BE TO ALLOY ™HE USF OT
UNLISHUKSED LOAN FURDS FOR SEIPPING LISFERENTLAL ON A

CHANY FASIS, AN THEREFORE WOULD PROVIDE RELIEF TO THE
GO FRCM INTYHEST AND REPAYMTHT OPLISATIONS,

HOAFVER, GIVEN THE HURDLES MOTED ABOVE, WE BELIEVE IT

wOUlD FF BEST NOT TC DISCUSS THIS POSSIBILITY WITH GOP
UNTIL WS UBAVE ATTAINEL DESIRED RESULT.

4. WITH KEGAHO SHIFVENT OF THE HEAVY ECUIPMENT IT IS
FOSSTTE "HAL THE LIEd IIFFERENTIAL COULD BE AS HIGH
AS CITEL EY MISSION BUT WE CONSIDER IT UNLIKRLY.
SPFCIFIC DIFFENFNTIALS CAN ONLY BE IDENTIFIED BY
COMFAR[SON 0F THE FANTICHLAR COMMODITY RATES WHICH

U.S. AND FAEISTAN LINER OPERATORS HAVE ESTABLISHED

IN THEI® TRAFFIC. WF WOULD EXPECT TO SEE PROJECT RATES
w1TH DISCOUNIS OF 1J PEHCENT OR SO FROM THE FUBLISHEED
TAPIF} F{ BOTH U.5. AND PAXISTAN FLAG CARKIERS.

5. Wk SR NU FEACCH FOR a0DiNG CODE 935 SHIPPING AT
TAIS tIve.  wi PRULIEVY THAT THE CURKRENT U.S. AND
TAKISTAN FLAG AUTHCPIGATION ASSURES ADEQUATE SERVICE
AND CUMPETITICN. SHULTZ

BT

H1vEe

UNCLASSIFIED STATE 291056
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ACTION MEMORANDUM FOR THE ADMINISTRATOR
TERU : ES SIE I BRI T A R

.
Wooe M

FROM : AA/M, R. Tom Rollis

AA/PPC, John R. Bolto f&f!ﬁ)j&i}ig&hr

SUBJECT: Shipping Differential -

orelgn Assistance Act (FARA)
Section 640C

Problea: To implement fully Section 640C of the FAA.l/

Surmmary: Section 640C was enacted in 1973, at AID's request,
as a means 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) on U.S.-flag
vessels as on foreign-flag vessels.

The Agency has not made full use of Section 640C authority to
finance 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
uncisbursed loan funds. The Bureaus have been reluctant to

shift grant funds from other activities in order to cover
snipping differentials.

1/ Section 640C provides:

Shipping Differential.~For the purposes of
facilitating implementation of section 901 (b) of the Merchant
warine Act 1936 (46 U.S.C. 1241(b)), funds'made available for
the purposes of chapter } of part I or for purposes of chapter
{4 cf zart II may be used to make grants to recipients to pay

L or any portion of such differential as is determined by the
crezary of Commerce to exist between United States and
reicn-Zlac vessel charter or freight rates. Grants made

s=Zer wnis section shall be paid with Unlted States-owned
Zcrelicn currencies wherever feasible.

= purpose of this section was threeiold:

) (1) to relieve the importing country and end-user of
trne aided cost of shipping on U.S.-flag vessels to the extent
rezuired by the Cargo Preference Act;

(2) to identify the payment of shipping differentials
« for the U.S. maritime industry rather than assistance
cipient country; and

(3) to assist U.S.-flag vessels to secure cargoes under
%I financing. /\

\\Q
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ve recommend that the Agency adopt this proposed use of Section
€40C so that borrowers of AID funds can be fully relieved of

the ocean frelght differential cost which constitutes a subsidy
to U.S. maritime interests. If you agree, we will initiate
consultations with OMB and the interested committezes of the
Congress. We believe such consultation is advisable because the

authority 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
proposal 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
repayment obligations in the amount of the differentials. The
Agency may also face criticism on the Hill for proposing now what
could have been proposed in 18974 when the legislation was enacted.
On balance we believe the henefits 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 amount 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 Administration the
Lgency's problem would be completely resolved. This approach

could be considered for the future even if the proposed use of
Section 640C were adopted.

Recommzndation: That you approve, subject to consultations with
O3 and the interested committees of Congress, the use of
undisbursed loan funds to pay ocean freight differential on a

crant basis without including such amounts in the loan repayment
chligations of the borrower.

Approved:

|

Disapprobed:

Date: 07 M R 9 3

Aeocachment:
7ad A - GC/CCM opinion of Feb. 1, 1982

{Clearance:

GC:CvOrman (}L.v(iD \,ﬁlnc,,
M/SER/COM:WCSchmgyss ¢ue%h./;1niﬁ},
LEG:D>enning (2 N9D

1i/DhA/ SER: JFCWERS 98 7V 1/3lEs . M/FM: ESOwens £3& /- 13-77
II/CCMiKEFries:sep: 9/22/82C/nev1sed 11/30/82 x21170 '“i‘"“" {

VT N\

‘i




W UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT

. MISSION TO PAKISTAN ' ANNEX A.5
e Page 1 of |
b
Cable ! UuloPAo‘( HEADQUARTERS OFeice
ISLAMABAD
THE DIRECTOR April @, 1984

Rear Admiral M. Pazil Janjua

Minister for Food, Agriculture and Cooperatives
Pakistan Secretariat, Block 'B'

Islamabad

Deaar Mr., Minister:

Ay promised, the following represents my understanding of tha
results of our discussions held on April 5th in your office., Please
let me know if your understanding and mine coincide.

With reaspect to the NFML/NPC isgue I believe it is now understood
that it 1s a public sector organiration by dint of its beneficial
ownership being held 100 percent by the Government. Accordingly, we
have concluded that, for purposes of allocation of imported
phosphatic fertilizers, NFML/NFC will receive its allocation a&s part
of the percentage allotted to the public sector.

With respect to the allocation of fertilizer delivered under the
1983 Agricultural Commodities and Equipment Agreement, it is my
underatanding that, as a result of our meeting, an attempt will be
made to gllocate larger quantities to the private sector firms,
1.e,, EXXON, Dawood lLercules, and Fauji, in order to come as close
as possible to 1f not to achieve at least the agreed 50~50 public,
private split.

[
Regarding future allocutiops of imported phosphatic fertilirers, I
understand that the policy will include a fairly rapid decrease in
allocations fo provincial public agencies, incr- ised allocations
above the 50 percent level to the private sector distributors, and a
percentage to NFML that 1is consistent with its Urea production
slhare, taking into account ite phosphatic fertilizer production
capacity. It 1s recognized that it 18 necessary and feasible to
reduce provincial public diatributors down to 10 to 20 percent of
imported phosphatic fertilirvers over three or four years., By
1986/87 it war agreed that your officers would try to work out an
approach which provided for at least 40-60, public-private split.
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Although we did not discuss it, I hope that we can work out targets
for the intervening years and that we can also set goals for the
years after 1986/87.

I concluded from our discussions that, with respect to the
application of incldentals, these would immediately be equalized for
all public and private sector distributors, including provincial
distribution agencles. Specific allocation among private sector
firms would be rougily on the bagis of market share related to their
share of productfon of nilirogenous fertilizere, Private sector
distributors will 1ift their share of imported fertilizer directly
from the dock in Karachi without reference to provincial asuthorities.

Recognizing the significance of two speclfic benclumarks in the
recent 1984 PL 480 Agreement, we provided suggested suggestions as
to the measures that the Minigtry of Food and Agriculture might take
or might scek to have others take with respect to the benchmark
requiring the GCP to purchase non-traditional oill at the GCP mill at
a price equivalent to the price of cottonseed oill, and with respect
to the benchimurk encouraging the Minlstry of Industries to increase
the sanctioned capacity of private sector Ghee mills baged on thelr
ugse of domestic non-traditional oilseeds or non—-subsidized imported
vegetable oll, We believe these are two benchmarks of particular
concern to the Minie*ry of Food and Agriculture, as the Government
of Pakistan's agency responsible for increasing agricultural
production. We recognize that the Ministry of Food and Agriculture
cannot act indepeundently on these matters but that it could
encourage others to act.

Thank you again for the very enjoyable and most useful opportunity
you provided Jimmie Stone and me to discuss these matters. You made
it possible for us to move forward so that we can achlieve the
COP~-USG targets with respect to this year's Agricultural Commodities
and Equipment Program. *

Best personal regards.

Sincerely,
Original Signed by:
cc: Mr., Ejaz Ahmad Naik, Secretary General Donor M. Lien

Economic Affairs Division
" Government of Pakistan
[s1amabad
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moniter 1ii (a) above, establish a comprehendive dircctory of
all cotton ginners.

I look forward to meeting with you at your ecarliest
convenience to discuss these issues.

Sincerely,
Origisal Sipacd o

Jimmie M. Stone
Acting Director

c¢c: Mr. Manzur Ahmad
Additional Secretary
Ministry of Food, Agriculture
and Cooperatives
Government of Pakistan
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placed for review and comments before
the Exacutive Committea of the Fertliizer
Planning Committae in which the privata
distributors are fully represented.

With best regards,
Yours sincerely,

n M‘.. “.--l

-

( Marzur Ahmad )

Mr.Doror M.Lion,
O1rector,
US AID Mission in P& istan,

Headquarters Office,
Islamabad.



FINANCIAL MANAGEMENT REPORT Project Start Date: 4/13/82
as of 03/351/84 No. of Revisions = I
PROJECT NO./TITLE: 391-0468 AGRICULTURAL COMMODITIES/ERQUIPMENT PACD 1 -10/13/84
S1D/W FUNDED PROJECT (IN $000)

SUMMARY TRANSACTIONS

A EXPENDITURES Un Un
Grant /Loan Budget Code Obligated Earmarked Committed Disbursed Accrued Total Pipeline sarmarked committed
(1)
6 HESA-82~-37391-KG6 32 26000 25857 25723 10432 & 10438 15562 143 134
G HESA—83~37391-K6 3 20000 742 672 0 20000 19258 70
TOTAL GRANT 46000 26599 26395 10432 & 10438 33562 19401 204
L HESA-B82-37391-KL 32 34000 34000 34000 34000 34000 0 0
L HESA—-83-~77391 KL 32 40000 28917 <8917 19377 6318 235495 14303 11083 o
TOTAL LOAN 74000 82917 82917 33377 &318 59493 14303 11083 0
TOTAL 6 & L 120000 89516 89312 - 43809 ) 6324 70133 49847 30484 204

(1) Disbursements through 1/31/84 reported by AID/W
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FINANCIAL MANAGEMENT REPORT
as of 03/731/84
PROJECT NO./TITLE: 391-0468 AGRICULTURAL COMMODITIES/EQUIPMENT
GRANT (IN $000)

EXPENDI!ITURES uUn un
El emsent Qbligated Earmarked Coem:tted Disbursed Accrued Total Pipeline wersarked committed
1) .

HESA-82~37391K68 32

01 COMMODITIES 26000 23857 23723 10432 6 10438 13362 143 134
L/COM 391-K—60201 CTONNELL BROS. 17935 17935 179 9179 87546 o
L/COM 391-K-60202 CONNELL BROS. 930 @350 8355 a855 T3 (]
L/COM 391 K-560203 AEG1S &000 &000 39 39 3961 [+
L/COM 391-K-60204 AEBIS 575 573 288 288 2897 o
L/7COM 391K-5602035 DRA 70 70 o 70 )
L/7C0OM 391-K—-40208 DRA 200 78 71 & 77 123 122
L/7COM 391-K—4&0209 DRA 127 113 127 12
UNEARMARKED o 143 143 o
BPC TUOTAL 26000 25857 25723 10432 & 10438 135462 143 134
HESA-B83-37391-K6 32

01 COMMODITIES 20000 742 20000 19238 70
PI0/C 30293 (DRA-391-K—-460301) 742 &72 742 70
UNEARMARKED 19238 19258
BPC TOTAL 20000 742 672 [o} [o] o 20000 19258 70
PROJECT TOTALL — GRANT 465000 26399 26395 10432 a 10438 355462 19401 204
(1) Disbursewments through 01/31/84 reported by RID/W &

USAID/Islamabad through 3/31/84.

- 37 _ ":' - . »
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El ement

HESA-B2-37391-1. 32

01 COmMMADITIES

L/COM
L/COonM
L/COm
L/COm
L/CO™
L/COn
L/com
L/COom
L/Com
L/COm
L/COm

391—+K-~-18701
391-K-18702
391-K-18703
391-K-18704
S91-K-18705
3I91-K-18706
391-K~-18707
391—«~-18708
391-K-18709
391-K-i8710¢
391-18711

BPC TOTAL

HESA-83-37391 KL 32

COraDITIES
PIL NO. 7

L/7com
“L/so0m
L/7COnm
L/COn
tL/Com
L/C0mM
L/COm
L/COmM
L/7COoM
Lscom
L/Ccom

391-K~-187A01
I1—K-187R02
391K-187A03
391-K~-187A04
391 -K~187A0S
371-K-187A/06
391-K~-187A07
391-K-187/08
391-K-~-187A09
391K-187A10
371~K-187A11

UNEARMARKED

BPC TOTAL

PROJECT TOTAL

PROJECT NO./TITLE:s

Obligateoc

34000

34000

40000

74000

FINANCIAL MANAGEMENT REFORT

as or 03/31/84

391-04568 AGRICULTURAL COMMODITIES/EQUIFMENT

LOAN

34000
9883
101468
47469
462
1936
3225

470
3351

1352
‘1173

28917

1059

13837

1133
2065

2772
677

28917

02917

(1) Disbursements through 01/31/84 raported by AID/W

{IN 8000)

. 34000
9883
10148
4769
4562
1936
3223
9

470
331
1352
1173
34000

28917
1039

2252
13857

‘11335
=84

2772
&77

28917,

62917

EXPENDITURES
‘ursarked Comsitted Disbursed

(1)

34000
9883
10168
47469
4862
1958
3223
9
470
331
13352
1175
34000

19377

1058
22489
2231
8012
2233
1079

2493

19377

Accrued

o 54000
883

10168

4759

452

1956

3225

9

470

33

1352

1175

0 38000

254695

1038
2249
2231
13723
2235
1079

2493
598 398

6318 25695

6318 59695

Q000000000000

14305

Un

(]

11083

11083

Un

Total Pipeline earmarked comaitted

o
[}

Q0000000 QO0O0 0O (=]

©

€ 30 ¢ ebwg

g XIRNY



FERTILIZER SUPPLY AND DEMAND BALANCE T aeenmnemee-
Page 1 of 11

(*000 NAT)

Crop Year 1982/83

Rabi Khaeif Total

N P K Total N P K Total N P K Total

Supply 92 304 31 Ry 90f 228 AIRILY: 1443 399 2 1886
Opening Inventory 35 138 15 488 338 133 12 503 I3 138 13 488
Indigenous Production 498 4y 339 bl A¥ 35t 1012 78 0 1090
Iaports 69 125 16 210 29 38 11 8 98 183 21 308

Demand 10 2 45 1048 b33 185 M 11 35 32 1583
Of ftake LA V) 19 7113 403 a3 T 49 928 254 26 1208
Exports 2 21 42 42 43 0 0 63
Reserves Required 186 102 PLIR L 186 102 6 14 186 102 6 I

Surplus (+)/Deficit (-) 172 I -l 189 268 3 -1 301 268 3  -10 301

- s et o e o a0 e 9 e ot

Crop Year: October-Seplesber

Rabi: October-March

Kharif: April-Septesber

Reserves Required: 20, 40, and 100 pwrcent of annual offtake for nilragen, phosphorous,
and potash respectively,

SOURCE: FDFI
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FERTILIZER SUPPLY AND DENAND PROJECTIONS comammanans
HIGH OFFTAKE SCENARIO Page 2 of 11

{000 NNT)

Crop Year 1983/84

Rabi Kharif Total

N p K Total N p K Total N P K Total

Supply 1040 359 33 1434 873 4 36 1125 1333 1IN 34 2008

Opening Inventory 454 143 16 613 360 14 17 531 A4 WS i6 15
Indigenous Production 316 i1 357 515 40 385 1034 81 1112
Taports 70 173 19 262 19 19 70 17% 8 a8l
Demand Be2 29 LRI 61 204 3% BN I3t 389 TN
Offtake 80 183 18 78% 429 §3 ¥ 5 1009 278 27 1314
Exports §00 {00 100 100
Reserves Required 202 i} a1 340 202 1t 27 340 202 1N 27 340
Surplus (#)/Deficit (-) 158 63 -10 2l 248 10 0 2% U4 10 0 254

Crop Year: October-Septesber

Rabi: October-March

Kharif: April-Septeaber

[mports: Actuals upto March 1984,

Reserves Required: 20, 40, and 100 percant of annual offtake for nitrogen, phosphorous,
and potash respectively.

SOURCE: FDFT and USAID Staff estimates



FERTILIZER SUPPLY AND DEMAND PROJECTIONS = wmeesmceoen
HIGH OFFTAKE SCENARIO Page 3 of 11

{1000 NNT)

-------------------

Crop Year 1784/83

------

Rabi Kharif Total

N P K Total N P K Tatal N P K Total

Supply 967 328 58 138 837 226 7 1110 1487 438 70 1988
Opening Inventory 46 121 271 N 37 123 33415 e 121 21 594

Indigenous Production 32t L] 361 320 39 339 1041 79 1120

loports 167 31 198 &4 12 16 P 3 2N

Desand Bbd 328 38 1250 703 226 LY R 1 1383 431 70 1854
Dfftake 6135 208 PATIE: LM 58 103 12 5% 1069 308 35 1412

Exports 35 I3 33 33 70 70

Reserves Required 244 (23 I M 214123 I3 M 214 123 I3 N

Surplus (¢)/Deficit (-) 103 0 0 103 134 0 0 13 134 0 0 1

Crop Year: October-Sepleaber

Rabi: Octobar-March

Khatil: April-Septesber

Reserves Requirad: 20, 40, and 100 percent of annual offlake far nitrogen, phosphorous,
and potash regpectively,

SOURCE: FDFI and USAID Staff estimates

N
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FERTILIZER SUPPLY AND DEMAND PROJECTIONS T seeeseeenes .
HIGH DFFTAKE SCENARID Fage 4 of 11
{1000 NHT)
Crop Year 1985/8
Rahi. Khartl Total
N 4 Ko Total N P K  Total ] & K Tolal
Supply 900 145 15 1340 goo 2%t 80 111 1452 479 90 202
Opening Inventory e 123 35 G 248 1Y 45 430 M1 I VM 3 508
Indigenous Production 552 40 342 332 39 i3 1104 79 1183
laports 207 0 242 73 13 90 a7 SN 74
Desand 879 345 75 1319 709 281 A0 1020 1341 479 50 1930
Diftake 632 228 30 910 82 1 1B ol (154 342 45 1521
Exports
Reserves Requirad 221 N 5 409 27 137 45 409 221 % 5 409
Surplus {#)/Deficit {-) 21 0 0 21 91 ) 0 91 9l 0 0 21

e 4 et w4 0 T e 48 e R e B P B P O e e P e L 0 e o B e e 8 48 P S e T O R 2 P S S g B e By S e B0 Y AR P S e e

Crop Year: October-Septeaber

Rabi: October-Narch

vharifl: &prii-Septeaber

Reserves Required: 20, 40, and 10v percenl of annual afflake for nitrogen, phosphorous,
and potash raspectively,

SOQURCE: FDFI and USAID Staff estimates
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FERTILITER SUPPLY AND DEMAND PROJECTINNS
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233

132

HIGH OFFTAKE SCENARID

R n e wen -

Page 5 of 11

{1000 #AT)
Crop Year 1984/8
Kharif Total

N Total P ¥ Total N p K Total

Supply 931 93 1429 778219 73 1128 1463 332 112 2109

Opening Inventary 318 43 500 240 152 36 48 3 137 5 300

Indigenous Production 333 arg 334 39 573 1069 & 1148

Iaports 18 L] BT 88 19 107 78 3 67 4

Daaand EM 93 1429 32 73 1103 1442 532 112 2084

Qi ftake 691 31 98 i 19 637 1202 380 36 1638
Exports

Reserves Required 240 36 M8 40 13 36 M8 40 IR 56 448

Surpius (0 /Peiinnt (=) 0 0 0 23 0 0 23 23 0 0 ’A]

B T e

Crop Year: October-Septesber
Rabi: October-Harch
Kharif: April-Septesber,

Reserves Required: 20, 40, and 100 percent of annual of ftake for nitrogen, phosphorous,

and potash respactively.

SOURCE: FLFI and USAID Staff estimates

A
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FERTILIZIER SUPPLY AND DEMAND PRDJELTIONS  =e==—eeeme-
LOW OFFTAKE SCENARID Page 6 of 11
{'000 NNT)
Crop Year 1983/84
Rabi Kharif Total

N P ¥ Total b 7 N total N P K Tatal
Supply 1040 339 35 140 875 2l 6 1123 1535 3% 34 2008
Opening Inveniory 434 143 16 513 360 174 17 3 454 145 14 413
Indigenous Production b il 357 513 4] 335 103t 81 1112
laports 70 173 19 262 19 19 7 173 B a8
Denand 879 295 43 1219 bté 200 6 852 1296 383 1733
0fftake 380 183 18 783 417 0 ¢ 34 997 273 a 1299
Exporls 100 100 100 100
Reserves Required 199 110 21 33 199 110 a7 3 199 110 a 134
Surplus {+)/Deficit 1-) l6t M -10 23 259 14 0 23 239 1A 0 273

- e e e Bt vy P e -

Crop Year: October-Septesber

Rabi: Octohar-March

Kharif: April-Seplasber

Imports: Actuals upto Narch 1984,

Reserves Required: 20, 40, and 100 percent of ennual afftake [or nitrogen, phosphorous,
and potash respectively.

Source: FDFI and USAID estimates



FERTILIZER SUPPLY AND DEMAND PROJECTIONS

LOW OFFTAKE SCENARIO

ANNEX C. 1.

Page 7 of 11

('000 NHT)
Crop Year 1784/83

Rabi Kharif Total
N P Total N P Tatal N p K Total
Supply 979 319 57 1338 867 216 43 1128 1499  41b 68 1983
Dpening Inventory 458 1 T 609 7 19 3 500 58 124 21 609
Indigencus Production 521 0 561 320 39 539 1041 79 1120
lapurts 1538 30 183 58 11 69 243 4 20
Desand 837 319 57 1213 b6% 218 45 930 1301 414 68 1785
ffitake 397 200 &3 6820 429 97 11 5 1026 2V 135
Exports 35 35 13 33 70 10
Reserves Required 208 119 34 338 205 119 & 338 203 119 4 138
0 0 142 198 0 0 198 198 0 0 198

Surplus (+)/Deficit (-) 142

----------------

Crop Year: October-Sepleaber
Rabi: October-March
Kharif: April-Septoaber

Reserves Required: 20, 40, and 100 percent of annual of ftake for nitrogen, phosphorous,

and potash respectively.

Source: FDFI and USAID estimates
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LD DFFTAKE SCENARIO Page 8 of 11
{'000 NAT)
Crop Year 1985/84
Rabi Kharil Total

N P £ Total N P L Tota) N P K Total

Supply 993 J44 70 1349 292 PAM 56 1181 1507 449 B4 2040

Opening Inveninry 03 19 4 53 340 128 2 510 403 119 34 5%

Indigenous Production 592 A0 392 542 M bR 1104 79 1183

faports 183 8 22 bb 14 80 254 30 3ot

Desand B2s M 70 1240 533 213 36 942 1268 449 a4 180t

Diftake 613 214 8 939 42 105 14 SbY 1057 328 2 1420
Exports

Reseeves Required 211 128 2 38t 211 128 2 I8! 211 128 42 38t

Surplus {(#)/Delicit (-) 129 0 0 129 239 ) r25 239 0 0 239

- 2 o 20—

e e e e e € S a0 0 P e e T e % D e 0 D O B S e

Crop Year: October-Sapteaber

Rabr: October-Narch

Kharif: April-Septeaber

Reserves Required: 20, 40, and 100 percent of annual of ftake for nitrogen, phosphorous,
and potash respectively.

Sources FOFT and USAID estimates
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FERTILIZER SUPPLY AND DEMAND PROJECTIONS
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N

Supply 983
Opening Inventory 430
Indigenous Production 333
lnports
Demand 832
Offtake 434
Exports

Reserves Required 218
Surplus (+)/Deficit (-} 133

- D R L L L T P

Crop Year: October-Septeaber
Rabi: October-March
Kharif: April-Septesber

Reserves Requireds 20, 40, and 100 percent of annual oiftake for nitrogan, phosphorous,

and potash respectively,

Sources FDFI and USAID astinatas

138

44

33

33

673

433

218

(*000 NHT)

Lrop Year 1984/87 )

arit ~--Tuta1 B
P K Total N P K Total
251 1207 1519 &8¢ 106 2109
138 FASL V) 30 128 2 620
39 3 1069 7% 1148
I 18 §2 21 o4 M
231 1 993 1307 484 106 1897
13 18 586. 1089  J46 53 1488
138 I 409 218 138 3 09
0 0 212 0 212

212

e emeseee-




FERTILIZER FRODUCT FRICES Page 10 of 11

(Rs/350 Kg bag)

vt G g s g S L it T SO T e (S S (o T S Sty W v L ) T M A Sap S S Qg B D B o S S d e W Gt B T WS S O fabe g W it T e P S4B M SR TS SR S T e S S W VD 0 T T Y b

arsr b/ c/ d/

Fraduct 1980/81 981/82  1982/87  1983/64
Urea (456: 00 Q0) 9z 103 118 128
DAF (189: 46:Q0) 100 105 121 133
AS (21: 002 00) 42 47 sS4 a9
NF (23: 23: 00) 78 84 7 110
NPE (10: 20:20) 63 65 75 82
NFK (13:13:21) &0 63 72 79
CAN (26t 002 00) S0 52 38 60
58F (00O: 183 00) 25 25 29 40
SOF (002002 30) J0 30 53] 40
TSP (OO 442 Q0) - - - 95

" — - S it g Sy, Tt P St S T St Ay W T T P i A W s Ty G e ot S e S T Sy g SN ot (e P Bk i W D Mt S S D S D ST S b S TS G W Bes B GRS W ST TRLE UG S Gt W PV OO T

a/ Effective February 24, 1980
b/ Effective March 15, 1982

c/ Effective October 4, 1982
d/ Effective June 11, 1983

e/ Effective December 8, 1983

SOURCE: NFDC



FERTILIIER KUTRIENT PRICES
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ARNEX C. 1.

Page 11 of 11

{(Rs/Nutrient Kg)

Nitrogen Phospharous Potash

Praduct ~;;g1;£;‘-l;;£;£;--;;é;;é;- ~I;;;/82 1982/83  1983/84 198£/82 1982/83 !98;;;;-
Urea {46:00:900) 4.48 5013 .97 - - - - - -
DAP (18:46:09) §.48 343 3.597 2.8] 3,25 3,40 - - -
AS (21:00: 00} 4.48 3. 14 3.62 - - - - - -
KP (23:23:00) 4.48 5,13 3.37 2.83 3,30 4,00 - - -
NPK (10:20:20) 4,48 3. 13 3.57 2,83 3,30 4,00 1,43 1,63 l.éZ
NPK (13:13:21) §.48 3,13 3.57 2.83 3.30 4.00 1.48 .64 1,40
CAN (26100:00) 3.3 4.46 4.62 - - - - - -
§5p {002 18:00) - - - 2,78 3.2 4.4 - - -
50p {00:00:50) - - - - - - 1.20 1,40 1.60
T5p (00146100 - - - - - 41 - - -
] Assunp;;;;;;-

(2} Nitrogen tn DAP and NP is priced the saae as in urea,

{b) Nitrogen and phosphorous in NPK is priced the samw as in urea and NP, respectively.

SOURCE: USAID SLaff estimates

R
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ANNEX C-2
Page 1 of 10

ILLUSTRATIVE LIST OF WATER SECTOR COMMODITIES

1, Excavating Machinery for the Sind and Punjab PIDs (43,500, 000)

Itew No. Description st imated Number
_— of lUnita Required

Pun fab Jrrigation Department

1. Low Bearing Pressure Excavators 2
2. Draglive, 1 cu. vyd. b
3. Hydraulic Excavators, 3/4 cu. yd. 2
.4. Spare Parte

Sind Irrigation Department

1, Hydraulic Excavatora, 3/4 cu. yd. 4
2, Dragline, 1/1.25 cu. yd. 2
3. Bulldozer, 14(~150 HP 4
4, Mini Dredger 4
5. Spare Partas

2. Flood Protectlon Fouipment for the Puniad PID (45, 300, 000)

Item No. De:scription
1. rawler Tractor
2. Motorized Scrappers, 15-21 cu. yd.
3. Rear Dunp Truck
4, Outboard Mctors
5. Generator sets
h. Pile Driving Hammer
7. H1gzh Pregsure Cleaning Plant
8. Dragline, 2-1/2 cu. yd.
9, Side Boom Crane
10. Pumping Set Die«rnl
11, Spare Parte

3, Irrigation Pumps (5) for the NWPP PID ($1, 000, 000)




ANNEX C-2
Page 2 of 10

Construction Machinerv for the Baluchistan PID ($1,200,000)

(In § 000)
Equipment No. of Futimated Total Estimated

Units Unit CIF Cosat CIF Cost
1. Mobile Crane (35 tons) 1 198 198
2. Lowbed Tractor Traller (35 tonw) 2 114 229
3. Water Truck (2500 USG) 4 53 212
4, Lubricsting Truck 2 52 104
5. Generating Set (50 kw) 4 19 76
6. Compactor (4 ton self-propelled) 2 15 30
7. Portable Submersible Pump 10 5 50
8. Grouting and Cuniting Machine 2 25 50
9, Trencher 4 25 100
Sub~Total 10438
Plus spare parts 152
Total 1200

5. Water Drilling Rigs (6) for the Sind Agricultural

Engineering Department

($1,200, 000)

i









ANMEX C-2
Page 5 of 10

ITEM NO. DESCRTIPTION

B.

69.
70.
71.
72.
73.
74.
75,
76.
17.
78.
79.
80.
81.

82.
81.
84.
89,
86.
87.
88,
89,

Y0 .
91,
92,
93,
94,
95.
96,
97.

Photographic Laboratory Equipment and Spare Parts

Magnetic Stirver

Maruto Larpe Llectric Oven

Portable Direct Snear Apparatus

Portable Unconflned Compression Test

Automatic Pore Fressure Apparatus

Triaxial Appavavus

High Capacity Triaxlal Apparatus

Three Dimensional Consclidation Apparatus

Eley Volumeter with Speedy Mojisture Tester

Aug ey Soil Sampling Apparatus (Truck Mounted)

Soil Moisture and Temperature Meter

C.DL.R. Apparatus

Mohile Soil [laboratory (Truck Mounted with
Utitity LFquipment)

Sieve 200 Mesh

Soil Test Permecameter )

Visutal Accumulative Tube °

New Speedy Calibrator

Triaxial Latex Membranes

Nyvac 01l

Aclytic Plastic Sheets

Spare Parts and Accessories for Multichannel
Oscillograph Reaches

spare Farts Lor Strip Chart Xeaches

Spare Farts for Current Meter

Spare Parts tor Pressurce and Wave
Measuring Equipment

Spare Parts for Other Electronic Measuring
and Test lnstruaments

Spave Parts for Lath, Meters, and other
Eleerronic tachives and Equipment

Electronic Comporents dand parts

Spare Parts for Radioisotone Equipment

Spare Parvts for Printing Machines

1.
2.
3.

4.
5.

6.
7.

METOFCRM P22 for Color Processing

METOCHROME, 31/P22

a. METORETTE 110

b. Roll Filw Holder

¢. Miniature Film Holder

d. Papexr Nolder, 8x10

METOTEMP 1

a. Chemical Tank with Bubble Distribution and
Automatic Temperature Control

b. Miniature ¥Yilm Tensioning

c. Frame

d. Tank Bar

METOFORM 45

a. METOBOX 406

b. Drip Protector Tray



ANNEX (-2
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ITEM NO. DESCRIPTTON

8. METODRY 65 with Stand

9. METOROLL 135 Cutting Machine

10. Technorama Camera with Accessories

1. Color Enlarger 5x7 with Accessories

2. Color ¥nlarger 45 with Accessories

3. Durst M705 and M705 Color Fnlarger

14, Rellei-flex camera SL 66 witlh all Accessories

15. Draun Hobby Flash gun (Heavy duty) with Spare
Batteries Tube

16, Dark-room lights, wall type, with extra filters

17. Camera, Asahl Pantex Electro, with three
interchangable lenses

18, 16 mm Movie Camera with Accessories

19, 51lide Frojector, P-360 Rollei

20. Projection Screen, Automatic

21. Spare Parts for Photographic Equipment

C. Publication -Equipment and Spare Parts

IBM Electric Composer

Offset Process Camera

TBM Selectric Typewriter

. High Pressure Mercury Lawmp

Spare Parts of ALB., Dick Cffset Printing Machine
IBM Plain Paper Copiler

. Alr Conditioner for Process Lab

Steel Cabivets

Spare Parts for Publication Equipment

WSO DS N -

D. Spare Parts for Equipment Out of Service

1. Spare Parts and Accessories for use with Gould
Brush Light Beum Oscillograph Mark 2300

. Fotolyser Lamp

Time Line Generator
Signal Limirer

. Record Timer

. Amplitude Crid Masks
Galvanometers

100 M.A. Plugin Fuse
10 M,A., Plugin Fuse
Remote Control Unit
j. D.C. to A.C., Inverter
k. Low Gain Amplifier

e pr sl W B a N ¢ B vl o)

\7\0



ANNEX (-2
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ITEM NO.

DESCRIPTION

(2%

[e <] Ny e
- . = )

9.
10.
11,

12.
13.

Spare Parts and Accessories for Hewlett
Packard Strip Chart Recorder

Accessory Box

Chart Paper

Ink Cartridge (various colors)

Chart Drive Motor

Servomotor for Pen Drive

Spare Pens

Chart Speed Reduction Gear

Tambricating 011

Drive Chain :

Spare Resistance Capacitors, Transistors,
Piodes and other components and parts

Spare Parts and Accessories for Engraving Machines

Spare Parts for U.V. Recorder

Um

SO o0

—d
— e I
. e s .

. Galvanometers for U.V. Recorder

Time Line Generator for U,V. Recorder
Spare Parts and Accessories for S.E. Carrier
Amplifier For Transduvcer and Wave Recorders
sparce Parts and Accessories for Echo Sounding Equipment
Counters for A, Ott Curcrent Meters A/S
Spare Parts for A, Ott Current Mcter
Flectronic Parts and Components and Other
Consunmable Material
Spare Pavts for Neyrpic and Gurley Current Meters
Spare Parts for Rustrak Recorders

E. Spare Partus ~or Equipment in Service

~NO WL S W N

8.

Spare Parts for Logan 3' Lathe
Spare Parts for Atlas Milling Machine
Cutters for Milling Machines

. Thread Cutter for Milliung Machines

Spare Parts for A. Ott Current Meters A/S

Electronic Components and Parts

Spare Parts {or Pressure Transducers and Wave
Measuring Equipment

Spare Parts feor Bell & Howell/l6mm Film Projector

II. LOWER INDUS WATER MANAGEMENT AND RESEARCH PROJECT

A, Laboratory Equipment

LoD —

4.

Solubridge Rk.D.26

. pH Meter
. Welghing Balance (Mettler Type)

Weighing Balance (Top Loading)



ANNEX C-2
Page 8 of 10

DESCRIPTION

Flame Photometer with Accessories
Spectrophotometer with Acressories

Centrifuyge

Dizpersion Apparatus for Soils Mechanical Analysis

. Microkjeldhal Apparatus
. Vacuum Tump

Oven, Electric (O-ZOOOC)

: Water Still
. Water Bath, Eletric, Thermostatically Controlled

Shaker
Calculators, Scilentific
Laboratory Reagents

B. Field HEyuipment

S0i) Sampling Tubes

. Measuring Tapes
. Weighlinp Ralance (String)

Infiltration Rings with Covers

. Calvanometer

Jetting tnic
Neutron Soil Moisture Probe and Counter
with Access Tube

. Mapometcr Tube Tensiometer
. Water Stage Recorders
. Plant Protection Equipment

Overhead Projector

35mn Cameras

35mm Slide Projector (Trays & Case)
Portable Screens

Recording Equipment:

Svil Augurs

Soil Sampling Hammers

Spades

Slokles

Khurpas (Digging Device)

. Kasolas

Fleld Chains (Iron)

. Wooden Box for 24 Watexr Samples

Tarpaulin (20' x 20' sheet)

. Watertable Depth Pipe

C. Farming Equipment

1
2.
3.
4
5

Tractor, 47 HP

Scraper, 6 fecet

Land Leveller

Front-end Loader

Plough, 3 bottom A



ANNEX (-2
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ITEM NO. DESCRIPTION

6. Disc Harrow

7. Sced Drill

8. Utility Trailer

9. Cultivator

10. Equipment for Mechanical Workshop

D. Office Furniture and Equipment

1. Tables and Chalrs
2. Steel Cabincts
3, Steel Bookceases
4, Racks

5. Benches
6. Stools (Cushioned)

7. Confidential Boxes

8. Clocks

9. Typewriters

10. Duplicating “Machine

11. Calculators

12, Air Conditioner

13. Drawing Instruments (L.S.)

ITII. CENTRAL MONITORING ORGANIZATION, WAPDA

A. Tubewell Rehabilitation Research

CC TV Camera

Gamma Logger
Velocity Logger
Temperature Logger
Caleper Logger
Acoust Logger
Compressors

D & T Units

. Pumping Sets

. Water Jetting Sets
. Welding and Generating Sets

. .

HOWVWONOULT SN

i

B. Analog and Digital Modeling.

Dual Trace Oscilloscopes

Pulse Generators

Waveform Synthesizers with Programmers
Stabilizers

Analog Analyzers

Current Probes

Operational Amplifiers

Power Supply Units

QN LN —



ANNEX C-2
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ITEM NO. DESCRIPTION

IV,

V.

VI.

—

9. Waveform Generators

10. Digital Mcasuring Systems with Flug-ins
11. Califration Fixture

12. D.C. Power Supply Units (Regulated)

13. AVO Meters

C. Water OQuality, Soil Monitoring and Agriculture Studies

Atomic Absorpotion Spectrophotometer
. Apectrol Sources (Hollow Cathode Lamps)
. Membrane Air Compressor
. Flame Photometers
Spectrophotometers
pH Meters
Ceramic Plate Extractor
. Manifold 50il Moisture Equipment
9., Snil Meisturce Equipment
10. Rotaps (Sieve Shakers)
11. Zonductivity Meters
17. Water Distilling Apparatus
13. Analytical Balances
14, International Ceatrifuge Machines

(oI N ey R R N
. e N

HYDROLOGY AND SYSTEMS ANALYSIS ORGANIZATION, WAPDA

Computer Accessories

Control Unit

Device Adaptor

. Display Stations

. Audible Alarms

78 Kev Keyboards

Frinter

Direct Access Storage Unit

. Model Upgrade HO 2 to HG 2 Unit
4X Control Storage Unit

Related Software Packages

OC OO D 0N

MONA RECLAMATION AND RESEARCH PROJECT

To be identified

'SIND HYDPAULTC RESEARCH STATION

To be identified



ILLUSTRATIVE LIST OF COMMODITIRS FOR THL
FORFSTRY PLANNING AND DEVELOPMENT PROJECT

Summary Budget

Cagetory of Equipment

1. Reszarch and Analyticsal Equipment

2

-0

3.

5.

Earth Moving and land Clearing
Nursgery:
Heavy
Light
Mensuration Items
Watering

Total

Including gpare partas.

200

800

880

ANNEX C-3
Page 1 of 8

Estimated
CIF Cost 8/



ANNEX

c-3

Page 2 of 8

DETAILED COSTS AND QUANTITIES OF FORESTRY EQUIPMENT

Category of Equipment Quantitcy
1. Research & Analytical Equipment
Programmable Calculators 15
Micro computers 10
Welighing rain guage 5
Anemonreter w/recorder 4
Thermohydrograph 5
Computer Mini Desk Type 1
501l sleves 3
Green house 1
pH meters 12
Atomic Ahsorption Spectrophotometer 1
Flame Photometer 1
Microhjeldhal Apparatus 2
So0il augers 5
Lab reagents 1 set
Sample bottles & Contalners
Soll moisture & Temperature meter 1
Microscope
Dissecting Microuscope
Visual Accumulation Tubes for
particle size analysis
w/accensories 2 pets
Portable marker brand 5
Overhead Projection 1
Transparency Sheets 1000
Acetatic Reel Transeparency Kit 1
Soil Colan Charts 4
Soil Sall Meter 4

Sub~Total

Unit Cost
us

200

5, 000
800
350
400
8,000
50

10, 000
300
20, 000
5, 000
4,000
250

3, 000
2, 000
500
1,000
500

500
NA)
NA)
NA)
NA) 1500
NA) (Est)
NA)

Total Cost
Us

3, 000
50,000
4,000
1,400
2,000
8,000
150
10,000
3,600
20,000
5,000
8,000
1,250
3,000
2,000
500
6,000
3,000

1,000

1,500

133,400



DETAILED COSTS AND QUANTITIES OF FORESTRY EQUIPMENT

ANNEX C-3

Page 3 of 8

(Continued)

Category of Equipment

2.

3.

Farthmoving & Land Clearing

Bulldozer
Drum—~chopper
Tractor
Disc plough
Disc Harrow

Scraper

Sub~Total

Nursery

Seed Storage and cabinets w/ and
w/o temperature control

Rand Pruning Shears
Seed balances
Tractory (medium)

Mouldboard plow/offset
disc harrow

Sectional ladders w/safety belts
Seed Timdler

Seed Dewinger

Seed Blower

Cleaning/Grading Vibrating Table
Cold Storage chamber

Sub~-Total

anntity

oo L w

50

21

21
10

21
21

Onit Cost Total Cost
us § (us §)
10, 000 300, 000
5,000 15,000
20, 000 120, 000
1,500 9,000
1,500 9,000
1,000 6,000
459,000
1,000 5, 000
20 1,000
200 1,000
20,000 420,000
5, 000 105, 000
250 2,500
500 500
500 500
500 10,500
500 10,500
4,000 4, 000

560,500



ANNEX C-3
Page 4 of 8

DETAILED COSTS AND QUANTITIES OF FORESTRY EQUIPMENT (Continued)

Category of Equipment

4.

Mensuration Equipwent
Relaskop
Altimeter (Haja)

Sunto Jucrement (bores)
Aluminium Calipers (102 cm)

Templates

Sub~Total

Watering Fquipment

Submersible electric pumps
Hand pumps

Sub~Total
TOTAL

+ Spare Parts, Frelght
and Insurance (Est.)

GRAND TOTAL

Qggntity

10
12 sets
25

25
25

Unit Cost

- (US

650 .

200
150
20

800
200

Total Cost
us s)

5,200
2,000
1,800
1, 000
1,000

11,000

20, 000
5,000

25,000

1,188,900

811,100

2, 000, 000



DRTAILED LISTING OF FORESTRY RQUIPMENT

Pekistan Punjab NWFP Baluchistan Inapector Sind Total
Forestry General
Inatitute of Forests

Earthmoving & Land Clearing
1. Bulldozer - - - - - i 1
2. Flatbed Trailer w/cadb - - - - - 1 1
3. Drum-chopper - - - - - 1 1
4. Tractor - - - - - 2 2
5. Disc plough - - - - - 2 2
6. Disc Harrow - - - - - 2 2
7. Scraper - - - - - 2 2
Rursery
1. Seed storage & cabinets

w/ and w/o temperature

controil 1 1l 1 1 - 1 5_
2. Seed balances 1 1 1 1 - 1 5
3. Tractor (medium) 4 11 3 3 - - 21
4. Mouldboard plow/offset

disc harrow 4 11 3 3 - - 21
5. Sectional ladders w/safety

belts 2 2 2 2 - 2 10
6. Hand Pruning sheers 10 10 10 10 - 10 50
7. Seed Tumbler 1 - - - - - 1

8 40 G abed

£-0 X3NNY



Pgkistan Punjab NWFP Baluchistan Inspector Sind Total

Forestry General
Institute of Forests
8. Seed Dewinger 1l - - - - - 1
9. Seed Blower 5 § 4 4 - - 21
10. Cleaning/Carding
Vibrating Table 5 4 4 4 - 4 21
11. Cold Storage Chambers 1 - - - - - 1

Research & Analvtical Equipwent

. 1. Programmable Calculators 15 - - - 5 - 20
2. Micro Computers 10 - - - - - 10
3. “omputer Mini Desk type

with a1l accessories 1 - - - - - 1
4. Weighing Rain Guage 5 - - - - - 5
5. Anemcmeter w/recorder § - - - - - 4
6. Thersvhydrograph 5 - - - - - 5
7. Soil Sieves 3 - - - - - 3
8. Greenouse 1l -~ - - - - h
9. PH Mcters 12 - - - - - 12
10. Atomic Absorption

Spectrophotometer l - - - - - 1

8 30 9 abeyd
£-3 X3INNY



Pakigtan Punjab NWFP Baluchistan Inspector Sind Total
Forestry General
Institute of Forests
11. Flame Photormeter - - - - - 1
12, Microhjeldhal Apparatus - - - - - 2
13. Soil Augers - - - - - 5
14. Lab Reagents
15. Sample bottles & containers
16. Soil Moisture & Tempera-
ture Meter - - - - - 2
17. Microscope - - - - - 6
18, Dissecting Microscope - - - - - 6
19. Visual Accumulation Tubes
for particle size analysis
w/accessories sets - - - - - 2 pets
20. Portable Marker Brand - - - - - 5
21. Overhead Projector - - - - - 1
22. Trausperancy sheets 1000 - - - - - 1000
23, Acetalireel Transparency
kit - - - - - 1
24. Soil colan chasts - - - - - 4
25. Soil Sall meter - ~ - - - §

8 40 £ abeg
£~ XINNY



Pakistan Funjab NWF? Baluchistan Inspector Sind Total
Forestry General
Institute of Forests
Vateti_ﬂ.a
1. Submersible Electric/
Diesel pumps 5 5 5 5 - 5 25
5 5 5 5 - 5 25

2. Hand Pumps

g 40 g abey

£€-0 X3NNv



ILLUSTRATIVE LIST OF COMMODITIES FOR THR

ANNEX C-4
Page 1 of 1

TRANSFORMATION AND INTEGRATION OF THE PROVINCIAL AGRICULTURAL

NETWORK PROJECT

Summary !gé.gt.&’

A. YY 1984 Prccursment

1.
2.
3.
b,
5.
6.
7.
8.
9.
10,

Farm Machinery

Instructional Resources

Extension Directorate

Office of the Vice Chancellor
Horticulture Department

Agronomy

Weead Science

Computer Lab

Telecommunications System — Phass 1
Other Commodities

TOTAL

B. FY 1985 Procurement

Agronomy

Horticulture

S0il Science

Plant Breeding and Genetics
Plant Protection
Agricultural Machanization
Food Technology

Animal Husbandry
Agricultural Chemistry
Rural Socisl Sciences
Communicationa - Teaching
Learning Resources Center
Communication Sciences
Computer Laboratory
Continuing Bducaticn Center

Telecommunicetions System - Phases II -~ VII

TOTAL

a/ Detciled 1ists are on file at USAID/Pakistan

160

180
A0

10
45
75
250
215

500



1.

2.

3

ANNEX C-5
Page 1 of 1

ILLUSTRATIVE LiIST OF COMMODITIRS FOR‘THE

BALUCHISTAN ARFA DEVELOPMENT PROJECT -

Equipment

Miscellaneous hyd::logic and
engineering equipament

€ Bulldozers

3 Lube Trucks

10 Watef and Puel Tankers
Heavy Equipment Spares
Mechanlcs Tools

Two 125 KW Generators

Total

.Estimated CIF Cost
(3 _000s)

70
1530
300
200
900
50
150
3,200



ANNEX C-6
. Page 1 of 6

ILLUSTRATIVE LIST OF COMMODITIES POR THE

MANAGEMENT OF AGRI

RESBARCH T

Su-nﬁ Budget

OLOGY PROJECT

Project Component Commodities
Research Management Miscellansous Equipment 1300
and Administration
Training Audio-Visual Equipment 24
Agricultural Equipment
and Matarials 2
0ffice Bquipmeat 69
Bus (35 passenger, U.S8.) 3 160
Arid Zone Development Ressarch Support 262
Agronomy 72
Meteorological Equipment 30
Animal Range Equipment 73
Anslytical Laboratory 28 465
Wheat and Maize Programs Seed Cleaner 8
Herbicide Spraying REquipment 10
Miscellaneous Demonstration
and Research Equipment 50
Barani Seed Dril 2 75
Total 2000
Freight and Insurance 500
Grand Total 2500

'\?



Detailed Listing

'ANNEX C-6
Page 2 of 6

COMPONENT 1. RESEARCH MANAGEMENT AND ADMINISTRATION ($1 » 300, 000)

Miscellaneous vehicles and equipment

required to upgrade programs,
laboratories, etc., in provinces.

List to be developed through needs survey
COMPONERT 2. AGRICULTURAL TRAINING INSTITUTES

ustrative List (4160, 000)

1. Audio-Visual Equipment
Description of Commodity =~ ° Units Cost
Portable flipchart/chalkboard/tripod 12 1,020
Small bulletin board 25 625
35am camera with accessories 4 5,100
Slide mounter/viewer 6 3,000
16mm projectors 6 7,650
Transformers 12 1,500
Basic graphics kit/drawing table 5 5,000
2, Agricultural Equipment and Materials
Description of Commodity Units Cost
Knapsack sprayers 30 $ 2,250
Mist blowers 6 1,800
Rand seeders 45 2,025
Soil testing kit 45 2,700
Sighting level 43 3,75
100a tape measure 6 300
Basic implement kit/pruning shears,

saws, castrating knives, other tools 45 6,750
Addition to book library 1 8,000
Scales and measuring sets 6 330
Other equipment 1 5,000

®,530)



ANNEX C-6
Page 3 of 6

3. O0ffice Equipnent

Description of Commodity Units Cost

Typewriter/printero/aicrocomputer

word processors 6 $ 18,000
Stencil cutters 3 14,250
Mineograph machinasg 6 8,400
Thermofax coplers 6 4,200
Pilm storage boxes 8 600
A~drewer file cabinets 22 5,500
Large metal/lockable storage cabinets 22 6,380
Calculators - 12 %0
Decko/chairs/lamp eets 16 6, 000
Other equipment 1 5,000

~163,630)
4, .Vehiclel
Dascription of Counodity Units Cost
Bus--35 pasceanger 1 $ (35,000

COMPONENT 3. ARID ZONE RESEARCH ($465, 000)

| 1. Research Support

Description of Cowmodity Units Cost
Tractor—small 1 $ 10,000
Tractor—-mediun 1l 25,000
Tillage equipment 20,000
Experimental plot planters, cone type 3 36,000
Bxperimental plot combinas 2 48,000
Thrashers 6 18,000
Ovensg (various) 23,000
Scalen and balances 14,000
Laboratory equipment (amall) 11, 000
Typewriters 3 3,000
Calculators 7 2,000
Office Furniture 16 48,000
Photocopiers 2 4, 000
(262, 000)

%7



ANNEX C~6

Page 4 of 6

2. Agronomy
Description of Cosmodity " Units Cost
Trailers 2 $ 12,000
Augers 2 4,000
Neutron probes 3 9, 000
Pressure plate apparatus 1 3,000
Soil shakers 2 2,000
Seed counters 2 5,000
Green area measurers 2 10, 000
Microscopes 2 2,000
Plant soil grinders 2 2,400
Sample refrigerators 2 2,900
Harrows spike 1 500
Rotovators 2 1,500
Sprayers (backpack motorized) 4 1,500
Forage harvester 1 2,500
Plant water status console 1 3,500
Compressor 1 1,000
Tune solarimeters 10 2,000
Integrators 10 1,000
Diffusion borometers 2 6, 000
Infrared thermometer 1l 500

(72,3005
3. Meteorological Equipmwent
Description of Commodity Units Cost
Hygro thermographs 7 ¢ 3,500
Anemometer 6 3,000
Pyranometer 8 10, 000
Steveason Screens 6 3,000
Thermographs 3 point 6 7,000
Class A pans 6 300
Rain guages 50 2,500
Assman psychomseter 1 500

(29,800)
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4, Aniual Range Rquipaent
Description of Commodity ~Voits Cost
Tripods and crates for weighting sheep 2 $ 1,000
Spring balances 0-100 kg, 0.3 kg divisions 3 400
Spring balances 0-25 kg, 0.1 kg divisions 3 400
Platform balances, 0-100 kg, 0.5 kg divisions 3 2,000
Eartags and applicators 1000/3 1,000
Injecting equipment 500
Pencing, shaep proof netting, post, gates - 20 kn 25, 000
Metal digestibility crates 8 - 3,200
Balancen 0-4000 g, 0.01 g divisions 3 6,000
Drying ovens, 2000 liters 3 10,000
Haomer mill for feed grinding 2 10,000
Deep freezers, 2000 liters 3 10,000
Micro Keldahl 2 1,200
Van Soest cquipaent 1 300
Soxhlet apparatus 1 500
Herbarium znd plant collection equipment 2,000

(73,500)
5. Analytical Laboratory
Description of Commodity Units Cost
PH meter and electrodes 1 $ 1,500
EL xceter and cells 1 1,500
Spectrophotometer 1 6,000
Emigaion spactrophotometer 1 3,800
Muffle furnace 1 1,700
Chemical balanccs (electromic) 2 3,000
Glassvare 5,000
Sieves (graded set) 600
Chemicalo 4,500

(27,600)
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COMPONENT 4. WHEAT AND MAIZR COORDINATED PROGRAM ($73,000)

Description of Commodity Taits Cost
Seed cleaner (M2B) 4 '$ 8,000
Herbicide spraying equipment 10,000
Miscellaneous Demonstration and

Research Equipwent 50,000
Barani seed drill 1l ! 7,000

(75,000)
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ILLUSTRATIVE LIST OF COMMODITIRS

Equipeent

Engineering Bquipment
Mechanics Tools

18 Graders

Heavy Equipment Sparzes
10 Water and Fuel Tankers

Eatimated CIF Cost
[ )

100
50
2150
3500
200



