
J) l~ .. 'J\ I\P·· if) ?~ D 

UNCLASSIFIED 

AGENCY	 FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON, I)I~I aG523 

AMENDMENT 

PROGRAM ASSISTANCE APPROVAL DOCUMENT (PAAD) 
PAKISTAN 

AGRICULTURAL COMMODITIES AND EQUIPMENT 
391-0468 

,HAY 1984 

UNCLASSIFIED
 



----------

CLASSIFICA TIOH, UNCLASSIFIED 
I. '-4Ao NO. Grant No. 391-k-b0'4 anaAiO-, IlO·! 

1....1 Loan No. 391-K-187BDEPARTMIENT OF STATE 
a.coUN"TR-Y--------AGENCY FOR 

INTERNATIOHAl DEVELOPMEtH Pakistan 
._--

J. CATIlGORY 

Cor<lmocl i t Y pi llrlncinq - Standard Procedu rePROGRAM ASSiSTANCE
 
APPROVAL DOCUMENT
 

PAAD 

f-.-:-"() A Tt: 

May 18, 1984 

II. TO: The Administrator, Aqcncy for 
International Developmcnt, 
Washington, D.C. 

7. " Um.ted States AgencROtr.4' 'l'he Director, 
[or International Development 
IslalliabaJ, Pakistan 

t. APPROVAL REOUE'TEO "OR CO ...... ,TMIlNT 0'" 

S 180, GOO, 000 

e. OY8 CHANGE NO. 

N/A 
•. OY8 INC ... EA.E 

N/A 
TO 811 TAKIIN ""'01041 

N/A 
'D. APPROP""AT'ON - ALLOTMENT 

ESF 72-1141-037 
1'4' TRANSACTIONII. TyPE "UNOIN~J . ,-:-LOCAL CU'''·CNC v ARfUNGIt ... ENT lIS. ESTIMATEO DELIVERY PERIOD ELIGI81LITY 

Dec.1984 - Dec.1987 OATE August 1, 1984 
rilL:>AN [X]C:'PN D'NFOR"'AL tX]FOR ... AL ONONE 

\t. CO"'MOOITI£~ pr'NANCEO 

Agricultural invuts such as fertilizers and improved seeds; equipment and machinery 
for farm use; conunodity sup:)ort for agencies which provide agricultural services; 
agricul tu ral machinery, equipment, and conunodi ties to be imJ)orted by the Pakistani 
private sector; and such other emergency conunodity imports as USAID/Pakistan and 
llIDtW.... ~hinC'ton ~ay ..grce npor:..

16. PC ""T TEO 'OUHCII 

I.imll~d F.W.,-_._---_._----------------- ---- 
free World:----- ----- - _ .. - _._------
CDoh: 

17. E ITIMATEO 'OURCE 

u.~: $180,000,000 (See Block 18) 
Inuustriollud Count,iea:

Locol: 

Oth.,: 

__ P~ist.HJL...L~tj,nim1.l!nJ .l.-__ Pakistan (r-~inimum) 
U·SU"."'.04.t y DE'CAlf-ITION 

TlTLE: ACHlCliLTUHAL COMNODITIES AND EqUIPMENT, (391-0LI68) 

Thi~, PA!'.!) ;lutllOrizl':; :~HlO million, cons,istinr, of $123 million in loan funds and 
,$51 lIlil I iOIl ill gLlllt funds, subject to the availability of funds in accordance 
\\,itll tll(' I\.I.D. OYII!;tllotllll'n'_ r:llCCSS, to financ(' thl' f()rl'il~n exchange and local 
costs for thl' illlpurtatilln of: ,q',ricultural inputs such as f('rtilizers and improved 
SN'c!S; l'(juipllll'nt <lnd lIlilchilll'ry fur farm use; commodity support. for agencies which 
nrovidL' agricultural sl'rvi"es; agricultural machinery, equipment and commodities 
tG be imported by ~he ]'akistani nrivate sector; and, such other emerp,ency 
commodity imports as USAID/Pakistan and AID/\olashington mf.lY agree upon. This 
document rlescril;cs the third and final tranche, covering the period FY 1984 - FY 
1986, of iI $300 millicn program over the period FY 1982 - FY 1986, which is 
c!esil',IH'd to incrl.'ilsc· the prOdllCl.ivity of the agricultural sector and provide 
balance of payments s0pport. 

(Continued on next page) 

" 'Arr Alf. 

~xxxx:-:x .M/ASiA, CloJGreenleaf U' '.~/~g- I~I"" ",(\ , '''.f~::_,:'\/ f'o....t,. ~, I 
~xx;·:xxx ~/PPC , IU~:hard, De.rharn iMtl~ . ~~~ ,. Hi ~Ll 

.. ry /IJ I"~ iw:{, 
I· 

xx:-::-:x tyI\ (,L, II ()\om rd .... }.,"I ,~ r-'. IJe ter NcPhcrson 
XXXXX FM/LMD, HloJShropshire /Ji ,P,Is-y. """. . .... "'" .. , 
x:-:x;.; HI/PAn, ESCh.,ren v,-/ 6111/~/ 
~:XYXXX Donor H. Lion ott!u· ~ 6111?JM L Administrator 

_IH r es; t..Q.L_JJS __ _... _ . __ . _. __ 

Leon E. Vaughn
Controller, 

."'7":'::-::f-':ti/l';.-r 
USAI 



-111-


PROGRAM ASSISTANCE APPROVAL 
DOCUMENT (?AAD) AMENDMENT 

Block-iS Continued 

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

The Cooperating Country shall repay the loan to A.I.D. in U.S. dollars 
within fo~ty (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 intereat from the 
date of the first disbursement of the loan at the rate of two percent 
(2~:) ?er l~num during the grace period and three percent (3%) per annum 
therea:ter, on the outstanding disbursed balance of the loan and on any 
due and unpaid interest accrued thereon. 

Except as A.I.D. may otherwise agree in 'writing, goods and services 
financed by A.I.D. under this program, except for ocean shipping of 
fertilizer financed under the ?rogram, 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. 

MLxed Credits: An appropriate clause regarriing the availability of these 
funds for mi:<ed credits wi tl he included in the P.rogram Agreer;:ent. 
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I. SUMMARY AND RECOMMENDATIONS 

A. Recommendations 

1. Funding 

USAlD/Pakistan recommends that the A.I.D. Administrator 
authorize t180 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 
sector activities. The&e funds represent the third and final tranche, 
covering the period FY 1984 - FY 1986, of a i300 million five-year 
program, which is designed to support the bblance of payments and 
agricultural productivity objectives of the ·-.6. Economic Assistance 
Program in Pakistan. The Mission proposes to obligate $70 million, 
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: RepaYffient period 40 years from the date of first 
disburaement, including a ten-year grace period. Interest at 2 percent 
annually during the grace period, 3 percent thereafter. 

2. Geographic Code 

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

B. Summary Program Amendment Description 

1. The Overall Program 

The FY 1982 560 million tranche of the ACE Program initiated 
the firat major activity of the renewed U.S. Economic Assistance Program 
in Pakistan. The Program 1s designed to promote the productivity of the 
agriculture sector through the provision of needed imported commodities 
and equipment and to provide balance of payments support. Commodities 
financed under the Program may support agricultural activities with a 
short to medium-term impact, such as fertilizer or other production 
inputs; or those with a longer-term impact, such as equipment for 
institutions which provide services to the agriculture sector. The 
Program also serves as one instrument of the agricultural policy dialogue 
with the GOP, along with a major PL 480 Title I Program and other 
specific projects in the agriculture sector. 
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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, (h) earthmoving and workshop equipme~t and spare 
parts, valued at $24.2 million, for the four Provincial Irrigation 
Departments (PIDs), in support of the AID-financed Ir:~igat1on Systems 
Management (ISM) Project. Fertilizer deliveries were completed in late 
November 1982. Equipment is being procured with the assistance of two 
Procurement Services Agents (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 Tripl~ Super Phosphate tTSP) 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 funds, 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 fundo. 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 oil and agricultural mechanization are described in Section IV.D. 

4. FY 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 
life, i.e., FY 1984 through FY 1986. In accordance with ~ID/Washington 
guidance, this PAAD Amendment defines areas of policy dialogue in which 
the Mission is 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 achieving 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 policy issues will be 
discussed) Roala determined, and accomplishments reviewed. Prior to 
those negotiations) the Mission will cable to AID/Washington, for its 
review r an update on the policy environment, including progress in 
achieving objectives defined for the previouB year, studies and 
implementation actlona in progress, and its negotiating objectives for 
the succeeding year. 

A new feature of the program) which is beinR introduced in the FY 1984 
ACE Pro~ram, is a private sector commodity import program (CIP) 
component. Thr GOP) tn itA Sixth Five-Year Plan, emphasizes the need for 
an expanded role by the private sector to meet its development 
objectives. To 83sist 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 fundH available to the Pakistani private sector for 
importation of agricultural machinery and equipment. An initial tranche 
of $10 million fer thlfJ component in the FY 1984 ACE Program ie 
considered adequate to assess demand and evaluate implementation 
performance. If demand for these funds meets expectations and 
implementation progreaaea smoothly, increased allocations would be 
considered in future yeara. 

The ~l:1.IHlf.on propones to allf/cate the $70 million to be obligated in FY 
1984 aA followo: $30 million for fertilizer; tID million for the balance 
of cotton requested by the GOP in early 1984; $10 million for the private 
sector CIP; and, $20 million [or commodities 1n support of other 
USAID-funrled projects, specifically, Baluchistan Area Development, 
Forestry Planning and Development, Transformation and Integration of the 
Provincial Agricultural Network, and Management of Agricultural Research 
nnd Technolo~y Projects, as well Elfl water sector commodities related to 
but not npecifically 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 PROVISIONAL FY 1984 FUNDING ALLOCATIONS 
(In Dols Million) 

Program Component Loan Grant Total 

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 
funda for the entire five-year life of the ACE Program. 

TABLE 2 

AGRICULTURAL COMMODITIES AND EQUIPMENT PROGRAM:
 
ACTUAL AND PROJECTED FUNlJING ALLOCATIONS (FY 1982 - FY 1986)
 

(IN Dola 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 ClP 10 15 20 45 

Project Commodities 26 6 20 15 67 

Totala 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 Bame level nf fertilizer 
imports, provided there ia progress by the GOP in achieving agreed-upon 
policy 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 a1Bo made in FY 1985 for the procurement of 
additional commoditieo to support other USAlD/Pakistan projects, 
specifically, Irrigation SyBtems Management, Transformation and 
Integration of the Provincial Agricultural Network, and Rural Roads 
Projects. The Mission recognizes, however, the need to ensure sufficient 
program flexibility to respond to: agricultural production shortfalls or 
other emergencies; actual performance on fertilizer policy, other policy 
implementation actions, and the private sector ClP; the possible need for 
additional commoditi~s for projects to be designed or already approved; 
and/or other baVmce of payments requirements which might ar:.l.se over the 
next three years. 

C. Statutorv Criteria and Mission Director's Certifications 

The statutory checklists and Mission Director's 6ll(e) and 612(b) 
certifications contained in the original PAAD remain valid. 

D. Program Amendment Issues 

1. 10licy Dialogue 

Section IV. st~mari~eB 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 sector 
policy objectives. The ACE Program docs not operate in iso]ation as a 
policy tool, but serves to amplify and strengthen a complex Bet of policy 
diacusHiona which the MtRAlnn \·7111 sustain 'Hllh the GOP over the corning 
sever.al yeare. Then Is a core set of policy issues, however, which are 
more explicitly built into the otructure of th~ ACE Program. The 
Mission's plans and objectives in these areas are outlined in Section IV. 

In response to AID/Washington I B suggestion that the Misolon develop a Jl 
formal ACE policy dialogue matrix with preplannerl Roala, annual targets, 
benchmarks, and the like, Ule Mission' 0 expC'r:l evee shows tho t l3uch an 
effort :1.9 not practiclll llt'd could introduce unr!t.~B Lrilble Inflexibility 
into the dialogue. Gains in the policy area often cannot be 
preprogrammed. Therefore, nlthough the PAAD Amendment outlines how the 
Missinn will pursue policy objectiveu under the ACE Program, no specific 
rate of progreos io pro jec t~d. The Mission "rill continue to share policy 
performance reports with Washington and ensure that itB annual 
negotiations on the ACE Program provide opportunities for both the 
Mission anri AID/Washington to aBsess progress tuwarda objectives in light 
of the total policy Beene in Pakistan. We believe th~t this 1s not only 
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realistic, but a180 i8 the most effective wuy to build the ACE Program 
into our overall multi-year, multi-sector development dialogue with the 
GOP. 

2. L~cal Currency Generations 

Section 609 of the Foreign ARoiBtance Act (FAA) requires that 
the recipient country establioh a Special Acc.ount for commodities to be 
furnished with ESF on e grant baBia under arranp,ements which result in 
the accrual of proceed£l to the recipier\ I f:c>tlnr:ry t rom the sale of Buch 
imported comrnodit1eu. Under the FY 19M ACE Program, of the $40 million 
Jr' Rl"anl. "hlRrl'~I'1!.1 (\nl·,' ~.he ~?O m:U1i" 11110·.'-.li'.'~ fOl fcrtilj,."t' falle 
wIthin tllLH l.e~/,iHT,lttvt': :r"lujrem~nt. Nu 1/(lll.' OJ' ;1l'cruul of procee1s, AS 
contemplated under FAA Section 609, will occur for project commodities 
imported under the Program aince the GOP doeR not "Bell" these 
commoditieo to the provinces nor Ie there nn "accrual of proceeds" to the 
GOP from tlll,~ tnlTlAf,,"r of thelH' comma,a tj ee to the provinces. Based on 
negoUat10Ds lrith the GOP, tbe M:1,8Bioll h8.8 81 ~JO concluded that, in 
contrast to the FY 1982 and YY 1983 Programa, rupee generations from ESF 
loan-financed commoditieA will not be included in a Special Account. In 
FY 1985 and FY 1986, onl y rupees accruLlg from the Bale of imported 
f',ront-f:!nancerl romlDnd:f tf ,'L tinder the AC;'~ Prl);'C'ii'l1 H1.!J be deposl ted i.n a 
:;pecial Account. (See Section VJlI .C.) 

3. ACE Program P~l!~~ 

A toto] of $120 million, ~onaistln~ of $74 million in loan 
funda and $1.6 million in gntnt funds, hUR been obligated to date under 
l~d,B Pcr;J.;oHn. jp, or /v!l?r('1t 31,198/1, $5,,4 m1J',~()!, 1!1 10l1n funrls nnd 
J•.l.O,!, 1I1:l11L;d I.ll grant fundo or 11 total 01 tid./} ,ll.:.J.lioll had been 
disbursed. An additional $20.6 million In loan funda and $13.0 million 
in grant tunela or a total of S33.6 million 8hould he £\l11y disburaed once 
payments are mnde for tIle fertilizer which arrived in February 1984 and 
for the cotton wh.l.ch ia ncheriuJe'd to l\1'r1\'" .to ,julle!July 1.984~ leaving an 
t.Ind.tahufIH!d hulnnce of $22. (i mJ l1ion .in lalml: fund A • AA diB(~u8aed in 
Section II.H_, thls 1.1tteT lImOll11t .l8 eJr.p,-"'r,c! to h,:: fully t!isburecd by 
Dpcember 19131!. 

4, Private Sector err 

Thp. pr1vllt:f' Rf>rtnr "window" 1.1 thf' M~F Prr.?,Tl1m(E; an important 
p.lement nT 1:\)(' H1.HR1c;n'r. ()vf~rtlll progniln (Jf (HlPP01't to the GOP'a Sixth 
Five-Yellr Plnn gnal of enhllnced pr.ivatf~ f;.:-ctor' actIvity in Pakistan. The 
effective demand for U.S. equipment will r~flect Q balancing of three 
f II C t nIH: (fl) t: (' ,~ h J:() 10) p,1 t' III Fl rl v 11 n r: 11 Xe 0 fIT, ~, 'J \l Pp; 1. I' Ii (' qu 1pnH~ n t ~ ( b ) 
quaIl!')' ariv(lnt(];~t'f-I IIf !l,';. equipment; HrtfJ, :,,) rr1('I' cornpetitiv~neuB of 
U.S. equIpment, r.t the n.s. hlld to '~OUlpf't.l' on pl:fr:p alone, there would 
be aome doubt <IS to the totlll demBI',d for i!. S. :;,oodlJ under the Program. 
In fllct, hOi'leVer, the [!lope of the (lef'l'lll~: c.1J:"v'1' fo:, U.';. ugrlbul31.nes8 
equipment In Pl1kil1tlln \-dll be· deterruJned ut l~l1(ll Un much by the fact of 
1l.S. rrr;pt'1,!t"r" ~e,:hI~,i:;i:.;: embedder! tl.1 1,',11/ !;.:" !!.l;od" I1nd in the U.S. 
qlll'l.11t·v n,iV(plt'\PP !n linnif' IlreaH of agrl, II;';~''': r"i"!pmf'nt .. 'j'!!,:!," i/J no 
\~ilY to prOVl' fJllHllU ldt I 'Ie :,y /I d<'>lIIandl 1',,,'1 .III till.' (:ollL~x.t oj II dvnamic 
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marketplace. The Mission will, however, test the market with a phased 
approach to credH availability. The F'Y 1984 ACE Program wj.ll 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 tranchea will be phased. . 

The Mission has held numerous discussions with GOP officials on the 
private sector 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 is taking in negotiations with the roOF on these 
matters. The major issues still under negotiation relate ~o 

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 theBe outstanding issues by the time of Program Agreement 
Amendment negotiations and will document the agreed upon particularu 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: 

Jall1 Ahmed - Program Specialist (Water Resources), 
Office of Agriculture and Rural 
Development, USAID/Pakistan 

RU8sel Backus - AS8istant Agricultu~al Development 
Officer, Office of Agriculture and 
Rural Development, USAID/Pakiatan 

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

Allen Hankins - Chief, Office of Agriculture and Rural 
Development, USAID/Pakiatan 

Donor Lion - Director, USAID/Pakistan 

Linda Lion - Chief, Office of Project Development 
and Monitoring, USAID/Pakiatan 

Robert Mathia - Assistant Project Development Officer, 
Office of Project Development and 
Monitoring, USAID/Pakiatan 

Paul Mulligan - Program Economlat, Office of Program, 
USAlD/Pakie tan 
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James Politte - Procurement and Contracts Officer, 
Office of Proj~ct Development and 
Monitorlnb~ HSAID!Pakistan 

Barry Primm - Agriculture Economist, Office of 
Agriculture and Rural Developwent, 
USAID!Pak1stan 

Stephen Spielman - Regional Legal Advisor, USAID!Pakistan 

Jimmie Stone - Deputy Director, USAID!Pakistan 

Wolfgang Von Spiegelfeld - Chief, SER/COM!NEA, AID/Washington 

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

II. BACKGROUND 

A. Re1~cionship 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 promot~B specific development activities by financing imports of 
critical agrir.ultural commodities aud equipment. It serves as an 
important vehicle, in conjunction with other elements of the assistance 
package, for carrying out the agricultural policy dialogue. Local 
currency generations from the Bale of commodities imported under this 
Program assiet 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 e~change, expanding imports critical to agricultural 
productivity, and promoting imp1emeutation of key policy changes. 

B. Revle~ of Program Implementation Experience to Date 

Although some delays and problema were encountered at the 
beginning, implementation of this Program 1s now proceeding 
satisfactorily. The basic rationale of the Program continues to be 
Bound, and the mode of implementation ~emainR appropriate and valid for, 
most of the commodities to be financed under this Pro~ram over the next 
three years. 

1. FY 1982 Prog~am 

a. 1;'ertilizer 

The FY 1982 Program Evaluation report states: "Procurement 
(of fertilizer) uent smoothly a"d according to Bchp.dule." Once agreement 
was reached bf:lw('cn t1ll~ GOP's Federal Di [('etor8te of Fertllizer Imports 
(FDFI) and SER/COM, AID/Washington on the terms and conditions in the 
Invitation tor Rida (IFB) and Charter Party, the tendering ond 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 mi11j.on, were completed in November 
:982 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 percentj NWFP • 9.0 percent; and, Baluchistan • 1.5 percent. 
Of the $34 million in loan funds allocated for fertilizer in the FY 1982 
PAAD, $32.8 million ~la8 fully disbursed by March 1983, ancl the remaining 
$1.2 miltion, which was applied to the FY 1983 Program fertilizer 
procurement, wap fully disbursed by March 1984.(See Annex n.) 

b. Equipment 

The FY 1982 PAAD provided $2/4.2 lOi11ilm in grant funds to 
import earthmoving and workshop equipment and spare partH for the four 
Provincial Irrigation Departments (PIDs). The equipment will be used to 
support the objectives of USAID/Paklstan t a FY 1983 Irrigation Systems 
Man&Kement (ISM) Project (39]-046/), which 1s being co-financed by the 
World Bank (IBRD) through its International Development Association (IDA) 
aff1Hat~~ under the Irr1.gation SystemH Rehabilitation (ISR) Project. The 
equipment. lorna included in the ACE Program following IBRD and 
USAID/Pakiatan'A determinat10n thBt the equipment waB needed. would be 
pffectlve]y utill~erl and malntained,and waB jU6 ~~ed in advance of the 
final deHign of the ISM project. The ability tc Atiate procurement of 
theBe long lead Hems through the PAAD mechanism will 8ccel(orate the 
implementation of the ISH project. 

Of the: $2/1.2 million worth of equipment, approximately $130,000 worth of 
commodit1 es 1a being procured directly by USAID/Pakistan through AID' 8 

EYCeSB Property Program and ia expected to arrive in-Colmtry by July 
1984. The remainder i8 being procured by two Procurement Se:rvices Agents 
(?SAH)~ who were competitively 6elected. in accou!ancp with A.I.D 
proceduren faY hORt country contracting, 'With lISAID/Pakiatan acting as 
Agent of the GOP, Contracts with the PSAs were executed in August 1982. 
However, .initiation of the procurement pt'CtCe88 WlIB significantly delayed 
due to the time required to: (1) prepllre uno nhtain IIpproval of required 
r:f~f' plill1P 11I1? rj,:,f;U!iWflIR (PC- j II) to perm1 t tIll' I n'port.," t. ton ')1' the 
commod1tlPP: nnrt, (ii) reR~h agreement amon~ h.I.D. 8nd GOP participating 
entlt:l.eH. jtlci'J':~n~ lll€ Jo't·.td-.'ll Government wld all four Pru'llucial 
GovernmentR, on both the types of commcditiee to be procured and the 
apecificat10na for these itemR, All of these problema have heen 
r~Holver1, /lnel prop,lollm-[jnancer} commod1 tieR began I1rr1 ving :tn October 1983. 

Ail of Marcil 3l, 1<J84 , about $10 mUlioo worth of etlrthmov1ng /lnd other 
hel1vy f'quipment har! arrived In-country und was deliver.ed to the 
IJpproprl.Hh~ Prov:l.nee; b'lother $2.1 million worth of this category of 
equtpmel1t hall heen I<hippl'd. A..rarda totalUnK $2.9 m.llllon for workshop 
and hyllrllulic lUt':uIJlJ!ing equipment were made by mid-February 1.984. and 
tlwne commodH!ell Hhou.ld arrlv~ in-countr.y in June 1984. An estimated 
$2,'2 m.u.lion worth ot udditiotl.'ll lo/'OI'kflhop 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 is expected to arrive in-country by December 
1984. The balance of FY 1982 grant funds, which has been used for PSA 
feee, in-land trausportation, and other related commodity coats, should 
be fully disbursed by December 1984. 

A total of about 2,500 different items in various quantities for all four 
PIDe will have been procured under the FY 1982 Program. Despite the 
delays encountered in initiating the procurement process and the problems 
which had to be addressed subsequently relating to the need for 
retenderin~ and the like, the Mission and the GOP are satisfied that the 
implementation approach using PSAs has proven Bound, given the number and 
diversity of commodities involved. The assistance of the PSAs in 
proc~38ing insurance clAims on damaged goodR, Arranging for Bupp11er 
training, and facilitating communicatlon~ with suppliers has been 
invaluable. The lessons learned by the GOP nnd the Mission in 
implementing the FY 1982 pr.ogram should facilitat~ the expeditious 
implementation of future tranches of the Program. 

c. Policy Studies and The Policy Dialogue 

No specific policy actions were proposed as part of the FY 
1982 Progrnrtl. HO';o/~ver. the Mission djd ('8rry uut or initiate several 
studies J aa described in the original PAAD, to identify policy options 
and recommendations to support. the MistJion's policy dialogue with the GOP 
in the agriculture sector. These included Rtudiea of Pakistan's overall 
economic policy framework 9n0 agricultural development policy options, 
cild specifIc ~tudies of the ~dible all and fertilizer marketin8 
sub-sectorH. The resulta of these studies have provided the analytical 
base and framework of the Mission's strategy and approach to undertaking 
a policy d.talogue with the Gor both under this Frogram aa wel.l as under 
other AID-financed agricultural 'lector p;::ojects. For example, the 
fertilizer marketing study prOVided the bas1a for policy negotiations 
under the FY ]9BJ PAAD Amendment related to an expanded role by the 
private sector in fertilizer marketing. The agricultural development 
policy options study identified specific policy actions which are being 
or wtll be pursued under the Mission's IrriRtltlon Systems Management, 
Food S'~C! .'.J M8nB"ement, M8nl1gement of Agric.ultural Research and 
Technology. Ilnd TrnnnformlJt1nn Hnd lntegrlltion of tbe Provincial 
A8ricul~ 'L81 iletwork Pro.1cctH. The flndlngs and recommendatlons of the 
edlhl.e oil study prOVided the framework for the Mission's poljcy dialogue 
',1:1' il t.lll~ GOP Hodel tile> PI. 480 Program [Hi well aE:! the:: M168J.on' 8 proposed 

ul!cy strategy under the FY 1984 - FY 1986 ACE Program. (See Section 
P' .D.) 

d. Local Currency_Generations 

Under the FY 1982 ACE Progr.am, only the fertilizer, which
 
arr:! 'led in November. 1982, gen~rt!t('d rupeelJ whlch were depos.tt:ed in a
 
Special Account. The Misaion ~B currently engaged in discussions with
 
the GOP concerning the handling ,[ these local currency generations.
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e. Evaluation Findingo 

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 Mrs of Diammonium Phosphate 
(DAP) and Triple Super Phosphate (TSP), respectively, valued at $30.1 
million, were completed in February 1984. The implementation procedure 
was 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 fu~d8 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 USAlD/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 
Bupplement domestic supplies necessitated by a severe production 
shortfall due to unseasonable weather and pest attacks. Pronuction 
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 actul!l production lev('l and was 43 pt'rrent l"H8 tl11.ln the lorget 
production figure. Cotton production in PFY 1983/64 was not only 
insufficient to meet domestic consumption ~equir~ment8, thereby adversely 
affecting Pakistan's cotton textile industry, but also widened an already 
serious trade gap for the GOP. Accordingly, with the concurrence of 
AID/Washington, ~25 million of FY 1983 ACE Program funds, 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 fund9. 

The procurement process was beset, until just before awards, by 
controversy involving th~ cancellation of U.S. private sector contracts 
by Pakistani private sector importers. It was believed in some quarters 
that at least Bome of these cancellations occurred because the 
A.l.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 Hector. 
Otherwise, the procurement proccHs went extremely smoothly. 
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Procurement of the cotton followed the 8~me 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'aCotton Export 
Corporation (CEC), which w111 be respona:f.ble for clearing the commodities 
through customs and distributing the ~otton, reviewed the IFB and 
participated in the tendering and award proceSD in Washington, D.C. with 
SER/COM and Pakistan Embllssy officials. Awardfl for 57,l,OO bales of 500 
pounds each or 28.7 million pounds of cotton, vR]ued at $24.1 million, 
were made In early Apr11 1984. Deliveries are expected to be. completed 
by June/July 1984. 

The remaining approximately $6 million In FY 1983 fundR is being uBed to 
procure: (1) about $700,000 worth of vehicleR, directly by the Mission, 
in support of the ISM project, which are scheduled to arrive in-country 
by May 1984; and, (11) an additional $5.3 mi1.lion worth of earthmoving 
equipment in Hupport of ttl/' ISH proj~ct, wh1 ell should arrive ill-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 t60 million obligated 1n FY 19113 should be fully 
disbursed by December J984. 

TIlrough ~ 8erlea of Hide letters, the Mission reached 
agreement with the GOP to implement nevernl policy actions aimed at the 
increased privatIzation of fenilizer. marketing. FY 1983 Program 
Amendment negotiations focuned on tllree aRpect~ of fertilizer marketing: 
(i) allocati0n of at least 50 percent of all fertilizer imports to the 
private sel~tor with progresolve increases in subsequent yearo; (Ii) the 
same level of incidentals on imported fertilizer for all fertilizer 
distributors; and, (Iii) allocation of imported fertilizer to all 
alloteeo on n timely basis. Progress in implemecting these policy 
actions la dlacuased in Section TV.D. 

An agricultural mechanization fJludy WlIR completed in December 1983 and 
examined, inter a11h, the employment, production and income distribution 
impact of meehnn.1.zRtton; br)th (In--hum lInri off-farm UriC of tractors; the 
potential for inCrp.8Elen uoe of tractOrFl nnd trllctor-related equipment; 
and, iB8uea and COl"IBt.nltnLfJ in the arl'!ll u~ amalJ.·-farm technology. The 
major concluHlon of the Htwly wl1n thllt .P(ik:l.slan haa not yet reached the 
optimum deElirRhle level of farm mechanization Rnd therefore should 
continue to Rupport tractorlzation, with minor adjuBtments in current 
policies relating to raw ml1terldlu impurtation, r~gu1arlzed testing and 
certiUcRtlon, ano requlrem(!l1tfl for the increaIJed utilization of local 
c'lmponentr'l' The findll1Rf:l llud :ImpUcationn of t.hiB otudy, lUI well as the 
comprehensive edible oil. Btl!dy, whi~h waa Jnitiated in 1902 and completed 
In Decemher 1983, Ilre furUter d':'f1cuHsed in Sp.r:t:1on IV.D. 

A fertt] tzer pollcy study, wIdell 1n deldp"wd to hui.1d on the work 
undertaken to dAte, la I'.lcher:lulerl to begin in .lllI1e ./90/+ and wIll focuEI on 
such are3R as: phaRlng out puh11c Hector fertilizer diutrlbutor9; removal 
of the fertillzpr uuhairly; fertl1iz~r r~tRtl price policy; dealers and 
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farmers' fertilizer stocks; E:fficiency 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 bufteL 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 Section IV.D•. 

d. Local Currency Generations 

Both the cotton and fertilizer procured under the FY 1983 
Program will generate rupees which will be deposited into a Special 
Account in accordance with the terms and conditions of the FY 1983 
Program Agreement Amend~ent. 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 submitted to the 
Mission by the GOP before January 1985. 

III. 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 still are oriented toward fiscal and monetary 
restraint, incentive creating input/output relationships in agriculture, 
improved efficiency in the public sector aud mobilization of the private 
sector. The8~ policies have contributed to an annual rate of growth of 
gross domeetic product (GDP) of about six percent over the last six 
years. This year, however, is 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 gro", by leBs than five 
percent in PFY 1983/84. 

The suatained growth in the economy haa been due, in part, to favorable 
crop production in the agricultural sector a~d, in part, to a public 
sector industrial policy that has concentrated on the completion of 
proj~cts while holding back on new starts. The combination of good 
weather, favorable price policies and additional arable land brought 
under production haVf! rermlted in steady putpul growth despite little 
improvement in yields. Similarly, conservative public sector policies 
have resulted in industrial Rrowth based on earlier inveetments despite 
low current investment and savings ratios. The question 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 Bect~r will increase ita rate of industrial investment as public 
sector investment falls off. 
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The experience of PFY 1982/83 suggests that the private sector will not 
fill the investment gap left by the public sector. ~or example, private 
gross fixed investment 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 
y~ar also suggests that a sharp upturn of investment by the private 
sector is not in the cards. The launching of the implementation of the 
GOP's Sixth Five Year Plan ali July I, 1983, with its strong emphasis on 
the private sector, may be too recent to have had any significant 
impact. Furthermore, the private sector still iB deterred by shortages 
of electr.ic! ty, natural gaa, communications. 'Hnsport and medium and 
long-term credit. The Government has not promulgated its deregulation 
package, and the private sector still is wary of making long-term 
investments. The invc6tment data probably underestimate the role of the 
private sector because very little information is available on the 
amall-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 is important for increased private 
investme·ut and the fiscal health of the Governmf!nt. Both grosB domestic 
and gross national savings are low by standardB of similar countries. 
The past year, PFY 1982/83, witnessed a aubstantial increase in gross 
national savings from 11. 7 to 14.1 percent. Thia increase was due to the 
introduction of savings Bchemes 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 Rcheme~~ hU'Je 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 UH a ahare of total public 
expenditures. ThuB, the need exists to mobilize additional public 
resources and to insure that it ia used for investment rather than 
consumption. 

The credit and inflation situation are mixed. The money Bupply increased 
by more than 25 percent in PFY 1982/83 because of the large increase in 
foreign exchange reserves. At the Bame time, inflation declined, perhaps 
due to the reduction in the bud&et deficit Rnd adequate Bupplies of 
important commodities. The Ritu&tlon now is confused. Th~re will be 8 

substantial drawdown of foreign exchange reoervea in PFY 1983/84, which 
already ia serving to lower the expanAion of the money supply. On the 
other hand, inflation haR increased, due probably to the earlier 
expansion of the money Bupply~ and definitely to ahortagea and price 
increaoes for oniona, edible oil and Borne other commodities. The cotton 
crop Is roughly 39 percent lower than last year, which hos resulted in 
higher prices for cotton which undoubtedly will have some effect on 
textile prices. 

The size of the budget dc.f1cH for PFY 1983/84 alao 18 unclear. The 
portion to be financed by domestic bank borrowing wna projected to be 1.S 
percent of GDP in the budget. The assumptions unclerly:f.ng 1 t (atrong 
revenue performance, reRtraint on the growth of expenditures, recovery in 
net external assistance) are not holding true. In particular, there is 
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an unexpected subsidy on edL1J.<! !) 1.1.. Thus, the defic:f.t probably will be 
larger than projected, leslJing to higher inflation. 

B. The Balance of ~~~enta 

Pakistan Buffers from a chronic ~alance 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. Workers' remitt811cca 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 fTom $1,530 million to $554 million 
in one year. (See Table 3.) 

The change in foreign exchange. relJt:>Tves in PFY 1982/03 was even more 
dramatic than the change in the current Account balance. Reaerves 
declined by ~198 million in PPY 1981/R2 wIllIe they increased by $ 1,111 
million in PFY 1982/83. This rever.sal Rnel buildup in foreign exchange 
reserve were caused by the improve~ current account balance ~nd also by 
substantial capital InflowH. Lang-term cApital inflows increased from 
$730 million to $1,264 mi~Jior during the SAme period. This gain was the 
reBult of increased foreign 8RnlatAnre dIsbursements, a larger net flow 
of IHF funds, amI other eli pi i.al in f.loWH. 

The outlook for the period (~overed by this PAAD Amendment is much leBs 
favorable than the PFY 19132/03 e~p('r[enc(" The GOP projections that 
appear in the Horlrl Bank o'(~Vff~W of the Pnkif:tan economy of February 24, 
1984 show current account ~cf~citR of ~76q nn~ tB49 milJ.ion, 
respectively, for the next two Y~RrR, anrl we anticipate similar levels 
for the balance of the PM)) Amendw.>nt period. The reasons g:f.ven for the 
projected increases are an!lcipaterl Rlower growth in workers' remittances 
and a rapid lncreaRe in cdjble viI 1mpolto. The large baBe of imports 
relatlve to f!XportH III Rof II !·;(peet..;:d to ro-1t°r1hlltl' to Ule IBrw~r 

deficit. The GO~ releaAen new proj~ctionR before the Apr!l Consortium 
Meeting in 1984 wh.lch prooi~:!' tr~d the' eurrr.:r:t account deficit to be $837 
million in PFY 1983/84 nnd $984 ml1110n in PFY 1984/85. These 
projections represent 2.5 peLOCt'nt ,'mel 2.fJ percent of GNP for the two 
years. lht· 1llth~r yell: Li : '.,11,:11'0. Rl:lI:!luueH till:,'. d1'.:re 'Will be no growth 1nI 

remittances, but that exportn will increasp hy 19 percent and imports by 
1.0 percent. The nf1l'.111dl j.; ,.jPCC:10IlH of t,,~ G0J' UhOWl~d foreign exchange 
reserves increasing by t4~O million In PFY J983/84 and no change in PFY 
1984/85. The reviser! fip,ures Allow Ii drllwdown of S128 minion in PFY 
1983/84 and $270 million '0 prY ]98~/85. 

The current level of fOl'l'i~n ('xeh/)n~" r:f:'I:;(~rver:l in Pak.tF-ltan ia equal to 
about .15 weekli of impOT.'t~l. Til1 R 1!~ Cl h l,~ll level for Pakistan, but it 1s 
proJec.ted to faU. The t:ennfnnt:lon of tlll~ [MF Extended Pund Facility 
will subBtltute capital (,utflu"/ll for t:hf~ (~!lpHlll inflows of the past 
three years. RemlttunceH hnve b~en rleclJn1nR for the past three months, 
compared to laal yel.1r'f:I J.~x?,~ri?-nce. j'10flt. of thiEi rlecllne probably cannot 



-16-

TABLE 3----
THE BALANCE OF PAYMENTS~ PFY._-_._--------- 1979/80-1984/85 

(In U.S. $ Mill ion) 
-------..-______4 ___________ 

1979/80 1980/B1 19lH/R2 1982/B3 1963/Mu.. 1984/851.b. ' 

Tr8d~ 8alance 
Exports (f.o.b,,) 
Imports (f.o:b.) 

.:.1..1-1))_i. 
~) , J I. i 

•.1., tI )1+ 

-2 76') 
-~---

2,798 
-5,563 

-3~J). 
:',JIH 

-) ,691 

-2.989 
2,627 

-~,616 

-3..JJll 
3-' 022 

-6,445 

-) .B~ 
J ,1.7 S 

-7,218 

Invi8ible~ (netl 
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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. Econom~c 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. 
~his 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 0 f: paym.~!n ts with FY 1984 funds. All three programs will 
result in substantial 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 
progrliln~. l:h~ ,~;q1('( t'~'i ,ira,,,,,jowo .in foreign exchAnge reserves in 1984/85 
would be slightly mor.e than 50 percent 1argeI' than projected. The 
projection" g1v~n In th~ section above, however, include these expected 
programs. 

The importAt J.)n of cotton, fertilizer and other commorlitles under the ACE 
program allouJc\ not (~XaCerb8te the inflationary situation in Pakistan. In 
fact, the program wil] reduce inflationary pressures by reducing the 
sizes of the current account and the Government budget deficits. Most of 
these commodities would l18ve been imported even without this program. 
Government expenditures are not likely to increase as a result of this 
program. 

D. ~e~?n~~8rir:~ltura~. Production Trends 

In terms of real GDP, Pakistan grew by 5.8 percent during PFY 
1982/83. The agricultural Bector grew by 4.8 percent during the same 
period, as compared to 3.5 percent for the previous year, and remained 
the lar~I~At: t,·"·r~or of th .. pconomy, accounting for 29 percent of the GDP, 
employ lng~):) t1C rcen l of tLe J.abar force, and providing directly or 
fndlrt·(·tl\' lli ['l~u(>nr: l~f (:'1\port earnings. All crops, except for tobacco 
and sugarcane, registered increases in PFY 1982/83. Table 4 presents 
area and pruduct:l.Ull alaUtJUCfJ by major crop category for PFYs 1981/82, 
1982/83 flnd t-Jelectf~d f~AtimElte8 for PFY 1983/84. 

\vhellt al1d dee, the most important food crops, reached record production 
level8 in PFY 1982/83 with the former being exported for the first time. 
Sugarcane prorluctlon, on the other hand, dropped slightly, partially due 
to reduced Bcrp8Re planted. Oilseed production remained nearly the same 
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TABLE 4
 

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

Crop Area in (000) Hectares-------hoduct!on in (000) MTs 
1981782 1982783 1983/84 1981{82 1982/83 1983784 

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. 1•• 4 4.5 na. 
SC.yb'·flll 

., ., 
) , . 4.l I1R. 1,1• 1,1, na. 

Groundnut 59.7 69.3 nB. 72 .2 84.1 na. 
Sesame 42.8 20.5 TIll. 16.8 10.8 na. 

Coarne Graine 
Sorghum 392.5 389.7 nn. 224.6 221. 9 na. 
Millet 559.3 1,31.1 IHi • 272 .4 220.9 na. 
MaJze 7'\CJ. I '189.2 IIA. 938,1. 1005.4 nti. 
Aar1p.y nl,6 263.1 na. J.57.5 185.3 nc. 

Pulses----Lentil 74.0 77 .5 na. 31.4 36.0 na. 
Mash 66.0 71.8 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 na. 

Other 
-_·Cot tonE'! 3214.0 2263.0 2250.0 4398.0 4844.0 2950.0 

Tobacco 43.1 43.1 nn. 69.2 64.7 na. 
Sugllrcane 947.0 912.0 36580.0 32533.0 35018.0 

Source:	 Agricultural Statist"lcs of Pnk:1.Rtan-1982., PIElnnIng Unit, MOFAC, 
le1amebad (for 1981/82 - 1982/83 data) and Ministry of Food, 
Agriculture and Cooperativea (for 1983/84 data). 

al	 Due to delnyed raina, wheat production in PFY 1983/84 is not likely to 
excepd the prrvjouA year's level. 

bl	 Production ia in thousands of hal.ea. TIle 1983/84 production figure is the 
latest GOP estimate. 
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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 despite a 3 
percent decresae 1n acreage. 

Due to favor8ble 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 same 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 
p:-oduction 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 1.n Tab1e 5, cattle and buffalo registered the smallest 
percentage l.ncreasca while the small ruminant categories (goats and 
sheep) increased 3.6 and 3.1 perc.ent, respectively. The poultry industry 
continuC8 ita 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 

!:J_~~~TgC;Y_r/r~ntT! ~A:~'_~ON AND MILK, MEA l~t:!D EGG PR ODUCTI. ON 
r~;Y 1980/81 - 198J,8/, 

Category 1980781 1981182 1982183 1983784 

Livestock (OOOlls) 
Cattlr' ,',770 15969 16160 na. 
Ruffaloes 11910 12190 12480 na. 
Sheep 22110 22810 23520 na. 
GoatA 2S840 26760 27720 na. 
Poultry 58250 65650 74000 na. 

Production
---iIi J~_·~·()OO )AT .., ;1 r 99 9382 9660 10100 

Mel! t (000 MT) 069 918 940 1000 
Eggs (000,000) 2427 2815 3000 3612 

SOllret~:	 Axr1clJ.Llufnl Stllt1hti~B of Paklstan-1982, Planning Unit, MOFAC, 
IBlamnbad (for 1980/81 - 1982/83 data) and Ministry of Food, 
Agriculture and Cooperatives (for 1983/84 data). 
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IV. AGRICULTURAL P01...ICY ANALYSIS AND DIALOGUE 

A.	 Overview of the Policy Context of the ACE Program 

TIlis section presents the broad USC and GOP policy goals for the 
lIix-year ESF package and for Pakistan's Sixth Five-Year Plan. These 
provide the context within which the Mission will utilize the ann~al ACE 
negotiations to support and reinforce k~y plements of both ita macro and 
ag:icultural sector policy objectives. 

Like Hll Commodity Import Programs (CIPH), the ACE program is firat and 
foremost a balance of payments (BOP) tool. As such, it provides the 
Mission an opportunity to link the ACE negotiations to other 
USAID/Pakist~n balance of payments negotiations (especially PL 480 Title 
I and the upcoming FY 1984 Energy Commodities and Equipment Program) in a 
broad review of reaourcp allocation priorities in Pakistan. The 
founrlation 0f the six-year ESF program tn Pakistan is a bilateral 
unrlel'Htnnd 111~ t ~IH t t IH~ ecollomic asoistanct· ptlckl.lge wi 1.1 .lIH1IHt tllt) GOP to 
meet the BOP requirements asnoc1atec1 with the CORts of an enhanced 
defenRe capability required to meet mutually important strategic and 
geopolitical objectives In Southwest Asia. In this context, the ACE 
program fits into a broader pattern of fast-d1sbursing US economic 
Bssistance, and the Mission's policy disCUBRloTls with the GOP are 
inevitably interlinked wit~l these other programs. The Mission does not, 
therefure, plon on a dtncrete DOP and reHource allocation dialogue with 
the GOP for "ncb of the faflt-disbursing Bor programu. 

The ACE Program ia targetted on two very :Important policy objectives 
which go beyond the BOP rationale for the progra~: fertilizer sector 
liberalization and private sector stimulation in the agribusiness area. 
These are major sub-themea of the Miss:! on-·wide policy concern for 
supporting and facilitating the GOP'n progress toward broad economic 
Ij~'~dlizatJon and a greatly enhanced role for the private sector in both 
resource mobilization and productive inveHtment. 

The ACE PAAil prov.ld"n till' "1iFlf.l.ion with flome- V('ry fJpecific toola with 
whi~h to conduct the polley dialogue on theae two major topics. A 
combination of policy uLudica in the fertilizer sec Lor and an annual eet 
of conditions precedent and benchmarks on privatization link fertilizer 
financing directly to GOP policy performance. TIle private sector window 
of the ACE Program provides an annual opportunity for the Mission to deal 
directly with the GOP on isnuea related to banking, credit to the private 
sector, lou 11 Lerma for private iuvestors, and the like. These are 
opportunities for meaningful policy dialogue, backed by resources, which 
the Mis8ion would not have without the ACE Program. 

B.	 Agricultural Development Policl: The GOP's Sixth Five-Year 
Plan U983-l90A)

The overall goal of the GOP's Sixth Five-Year Plan 0.983-1988) 18 
the rapid p.nd equitable development of the nation. The Plan alea 
reflectA a shift of public sector prinrjtl~A from In~uBtrial projects and 
fert! 1tzer IJUhn1 djpB to rural development, energy infrastrucLure, and the 
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Bocial sectors. Sigoifica1.\t 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 fo~ 
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 yields through more efficient use of primary 
inputs and technology; an expansion of expor.t markets for wheat, rice and 
other agricultural commodities; and. increased self-sufficiency in 
oilseeds. In this regard, the over.all agricultural development goal of 
the Sixth Plan is to maintain the steady growth rate of the peat; 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 Inputs are to be set at high enough levels to 
ensure that adequate incentives exist for increased farm production and 
productivity aa well as to encourage the efficieut 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 haa auccessfully completed the transition from import 
substitution and meeting domestic demand deficits to ov~rall self
sufficiency and occasional exportable surpluses in the lmportant cereal 
graj 1111. However, future incr"eases in the production of these "major" 
crops are expected to be less dramatic than in the past. This will be 
compensated for by an InJuced higher growth rate in the production of 
minor crops such as fruits, vegetables, and traditional and 
non-traditional oilaeeda along with meat, poultry and fish through 
favorable polirlea to stimulate the private sector and expanded ~~ograms 

in agricultural r.esearch, extension and credit. 

All of the nbove will be Au~ported by the planned expansion of improved 
Reed-'fertilizer technology; improved on-farm water management along with 
better canal maintenance, enAuring more effjcl~nt water utilization; and 
farm r.h..'cll<lI1Jzat1on. The GUP, with considerable donor assistance, will 
continue to support programs in tillable land expansion, Boil 
C'onBerv.ql Jon iilld reclaIDlltJon. ,!tldlity aeed generation and distribution. 
farm credIt, and research And extension. In addition, special emphasis 
will be placed on increased non-traditi0nal oilseed production and 
development of the livestock, poultry and fishery industries. 

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 glves the Mission a 
seat at the table with the ~olicy-makers in agriculture on a broad range 
of issues. Our voice is loudest where our resources are concentreted, 
particularly in the fertilizer area. In Bome cases, the Mission is able 
to link ACE with other programs, a8 in the caae of oilseeds J to enhance 
ita ability to pursue meaningful policy reforms which are addressed under 
other programs. (In the case of oilseeds, 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 
cffectiv~~e88 in using these other prog~am6 to pursue specific policy 
cbangeo.) 

This section revie~a GOP performance in recent years on agricultural 
sector policy. Not all of the areas descr:1.bed lIdll be centrally linked 
to ACE, but it. is approprlate to present th£' wider pJcture in this PMD 
because of the highly integrated and interlinked nature of the policy 
dialogue pro~ess. No other Mission project document carries the task of 
reviewing and updating the whole sectoral scene. The ensuing discussion, 
therefore, should be rear! R!"!d underatooci tn trle broader context of 
overall MiBs10n goala for agricultural sector policy reform. 

2. GOP Performance on Pricing Policy 

The crop procdrement prices for PFYa 1981/82, 1982/83 and 
1983/84 Dre presented in Table 6. While the GOP remains committed to a 
policy of grarluull; aligning inDut/output prices in agriculture with 
those of the international market, itB implementation performance has 
b-;en somewhat mixed as dioc"Bsed below and as shown in Table 6A. 

Slnce self-suffic:1.ency was achieved last yeer, GOP wheat procurement 
prices have remained constant. The attll (wheat flour) isc3Ue price was 
raised 8 percent to Ra IS00 per HI from Rg 1660 per MT in PFY 1982/83 as 
compared to an open market price of Rs 2333 per Mr. Sugarcane prices, 
despite a continuing du.. ",lie glut, continue at the high PFY 1982/83 
levelR (approximately 294 perc~nt Hbove international [rices). However, 
sugar haa beell dera~loned and Js no longer subsidized at the retail 
level. WhEe offidnl PFY 1983/84 oilaeed procurement prices have not 
been anuoun~e~ yet, 1n immediate and Aubnt~ntlnl farmgate price increase 
in cert 1l1n!.y wLlnant:t~d jn viev of the recer,L ?J percent retail ghee price 
increaae, an 8-9 percent annllnl growth in ghee consumption, modest 
increases 1n domestic oilseed production. and record setting 
international prices. 

Regllrdlng Inputfl, the Bupply situation ban ahown recent improvement, 
which has partially offoet adverse weather conditions in Pakistan. For 
instance. agricultural credit grew by 18.8 and 29 percent in PFYs 1981/82 
and 1982/83, respectively. SuccesRful see·j production programs in the 
pa~t year have increased djatr:f.bution of hl.gh-yic1ding varieties of 
whe~t, 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 'Pl'Y 1982/83 PFY 1981/82 1981782-1983/84 
Percent Change 

Wheat	 58.0 64.0 6'f.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 
Dasmati 150.0 15.3.0 157.5 5.0 
IRRI-6 

15% Broken 8.3.0 89.0 92.0 10.8 
40% Broken 72.5 80.0 83.0 14.5 

Cotten 
Seed Cotton 

AC-134, NT, BS-1 170.0 175.0 178.0 4.7 
8-557, 14 9/F 178.0 183.0 186.0 4.5 

Surmaat, Qa1andri 
De1tapine, MS-39 
& MS-40 192.0 197.0 200.0 4.2 

Desi 166.0	 168.0 169.0 L8 

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 

Oilsp.eds 
Sunflower 133.0 140.0 1.40.0 5.3 
Safflower 112.0 120.0 129.0 15.2 
Soybean 117.0 122.0 122.0 4.3 

Source:	 Agricultural Stat1etlc8 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 - 1982!83 ~!
 

(Percent)
 

Rice 
Cotto~/ -BasmaU IRRI-6 Wheat Sugar 

1973/74 62 47 35 34 

1974/75 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 97 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 

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

h/	 Estimates for Internntioliul prices are based on World Bank commodity 
price projections. 

Source: World Bank Staff Report, No. 4215 PAY., dated February 11,1983. 



-25-


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 handa of the private sector, and 
availability is generally considered adequate. 

During PFYs 1980/81 and 1981/82, fertilizer offtake stagnated due to dry 
weather in the 1982 rabi season 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 is 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 is slated for the largest 
budgetary increase. Conversely, public allocations for fertilizer 
subsidies, public food grain 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 subsidies 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. Despite the reductions of recent years, 
fertilizer and irrigation subsidies remain large, equivalent to 5.1 and 
2.3 percent, respectively, 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 revise ita ineffective 
agricultural tax system and implement a well designed system of water 
user char~es to cover the full O&M costs of the irriRation system. 

4. Selected GOP Policy Changes 

a. Livestock 

In 1983, the GOP issued ordinances to allow: the export of 
buffalo breeding stock, the 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 cei1inB on maximum 



-26-

TABLE 7
 

PUBLIC AND PRIVATE SECTOR RESOURCE tJ+OCATIOHS FOR 
PFY 1981782 - 1983784_ 

Sub-Sector 

I.	 Alrlcultur~, Water 
&Rur&J Deve10vment St;ctor 

A.	 Public SectorE-/ 

1.	 GOP Budget 

Ferti1iEer Sub.ldy 
Foodgrain Storage 
Livestock, Pi.her1es 
& Forl'!9try 

AS. Education, ReJearch 
& Extension 

Rural Electrification 
Rural Roads 
Water 
Other 

2.	 Semi-Public non-
Budgel8ry Resources.!!! 

B.	 Prlv:.te Sector 
Tnctors 
Irrigation &Other 
HschinPrY 

Farm Buildings &Land 
DeveloplDl"nt 

II.	 Total Rellources for All 
Becton 

A.	 Public Sector 
LOOP BUdgcta~y 

RellourcePl E
2.Semi-Public	 Non

Budget.uy Resollrce9# 

D.Prlvate Sector 

AllocatioDl Percentase 
(in Ra Million) (%) 

198178} W 1982183 f)/ 1983/84 1982/83-1983/84 

11359
 

13357
 

833.5 

1819
 
.520
 

399
 

428
 
538
 
379
 

3661
 
591
 

22
 

3002
 
1446
 

974
 

582
 

49194
 

32533
 

27000
 

5533
 

16661
 

1.3079 15598
 12.3
 

9789 10078 2.9
 

9754 10028 2.8
 

1948 1720 -11. 7
 
529 416 -21.3
 

407 441 8.4
 

470 445 -5.3
 
1220 1371 12.4
 

518 580 11.9
 
3863 3971 2.8
 

/99 1083 35.5
 

3.5 50 42.9 

4C~0 5.520 34.9 
2200	 2736 24.4
 

900 1077 19.7
 

990 1707 72 .4
 

55855 67790 21.4
 

36355 4.1500 14.2
 

28855 33100 14.7
 

7500 MOO 12.0 

19500 Z6270 34.7 
.c 

Percent Share of Agriculture, \ia ter & Rural Development Sector inf 

GOP Budgetary Resources 
Semi-Public Non-BlldRet~ry Resoulcea 
Total Public Sector Reoource. 
Total Private Sector Resources 
Total ResourceR 

.!.981/02 1982/83 1983/84-_._-
30.9 33.8 30.3 
0.4 0.5 0.6 

25.7 26.9 24.2 
18.0 21.0 21.0 
2.1.1 211.8 22.9 

a/ ExcludeR Don-development (re~urrtn8) expeDditurf~.
 
hi Estlsatad actual inve.t.ent for PFY 1981/82 and 1982/83 and allocations for
 
- pry 1983/A4.
 
c/ Ferll'rl\) " rr0vl11rllll Af'l1l1n I Ill!veloplllent Proglum".

d/ Self-fin.nr InR ,,1 rltwelo[JlIlenl Ich.IIU IarRel) oy vulJlic .ector cooperation••
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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 artificial insemination 
services for nominal fees. 

b. Edible Oils 

The GOP is in the finnl approval stage for establishing a 
Pakistan Edible Oilseed Development Corporation (BODC) to implement an 
intensified and expauded non-traditional oilseed production program. 
This was previously the function of the Ghee Corporation of Pakistan 
which continues to be responsible for the importation and processing of 
edible oilseed. An important corollary to the formation of the EODC is 
the current expansion and restr~cturing of the Feder~l Oilseeds 
Development Board (FODB), which was formerly just an advisory body to the 
Government. The FODB, with en 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. 

c. Fruits and Vegetables 

On November 13, 1983, the Government of ttH~ NWFP passed an 
ordinance to establish a regional Fruit and Vegetable Development Board 
to address 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 ~ajor mullilhteral donors, th~ GOP, and A.J.D. ~re engaged 
in a multi-year approach to Blructural reforms and sectoral policy 
reorientatlon. TheRe parties share common long-term goa18 in the policy 
dialogue including increased investment, more efficient resource 
allocation and utili~Ation, increased private RPcLor participation, and 
sustained high economic growth rates. 

The multilateral donorG have set out a macro-policy reform ogenda to move 
the nation towards economic liberalization in whicll public and private 
sectors will be increasingly focused upon their areaR of comparative 
advantage, with the public sector concentrating on the provision of 
public goods and infra8t~lcture and the private sector increasingly 
responsible for the production and distribution functions of the 
economy. These goals are currently being pursued by the GOP 1n a climate 
of fiscal restraint 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 aet of policy parameters, namely, the improved 
delineation of public and privRte activities at the sectoral level. The 
Six-Year U.S. Economic Assistance Program to Pakiatan will impact 
favorably on and provide 3upport to GOP de-regulation and privatization 
policiea: 

a. to curb new capt tal spending on public sector production 
enterprises In eectors where the U.S. :18 activej 

b. to limit capaclty inCreSI:lf'fo .ill existing public sector plants 
in sectors where the U.S. is activej 

c. to gradually eliminate the GOP'a "coat ~lus" approach to 
regulating returns to private inveators, with particular reference to 
chemical fertilizers where the A.I.D. progrnm is directly engagedj 

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

e. to remove inequitable credit ac~eSR favoring public sector 
enterpriseR over private nector firmsj 

f. tr. pl·l(~p. "hp1.tal at its opportu"ity ~ostj 

g. to remOVf,' ~HlmillifJtered prices and barriert> to pt'Jvate entry 
in the indust.rial Hcctorll~ 

h. for the prOl1,TCHBive dia-lnvefltJl1pnt of 1nuppropriate public 
sector aBaete, especially in the edible oil sectorj 

:L for cqultllbJe investment ruler. .md tax treatment for private 
sector investment; 

j. for equitable Vricing of inputs (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 ie linked closely with thp. 
deregulation agenda outlined above. While deregulation/liberalization 
issues form ouly a part of our overall pol;cy strategy, they represent a 
particularly vltal element. In tltis context, the structured, incremental 
Berieu of steps towards prjvatiziltion of fertilizer distribution are 
fully cousistent with the Mission's goals of more clearly delineating 
puhlic Hnd pr1\'lltl~ ~it~r.tor rl11C9 in production und dlfJt rlhution fll!l!~tlunl3 

in Pakistan. The "private Rector window", of course, ties directly into 
the ~iBoion I 8 concernn for enhanced privlltt> !lector .investment in nIl 
acctors, 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 piece of an interrelated policy 
agenda which encompasses the entire $1.625 billion six-year ESF 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 gains 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-serv!ce sectors of the national economy. Major economic policy 
thrusts in this sector include: oilseedo and fertilizer privatizatj.on 
and liberalization, irrigation sector cost recovery~ increasing the 
effectiveness of agricultural research and education; and, imprOVing 
grain storage and rural roads O&M fiuance 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 ia 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-make~s. 

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; privatization of 
fertilizer marketing completed by a SER/COM team head~d iJy Mr. Wolfgang 
Von Spieg~lfeld; edible oilseed sector completed by a USDA team; and 
agricultural mechanization by a team led by Dr. Larry Laird, S&T, 
AID/Washington. 

The ]9H2 report on Agricultural development optlonR Identified 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 rura:. dev~lopment efforts in lagging areas; and condu~ting 

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 ~de to the private sector 
distributors directly from the Federal Directorate of Fertilizer 
Importa. In addition, the team recommended that private sector 
distributors be consulted in determining the type of fertilizers to be 
imported. These recommend~tions are being pursued with the GOP under the 
ACE Program. 

The 1983 agricultural mechanization study concluded thHt Pakistan has not 
yet reached the optimum desireable level of farm mechanization and should 
continue to support tractorization with minor adjuBtments 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 tractor6, 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 BO 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 indllstry and concluded 
that: Pakistan's annual increase in oilseed imports can be arrested 
through increased domestic production; oilseed production increases will 
be private sector driven; and only minor changes are required in 
concerned government organizations. The following pol1 d.eR were 
recommended: all private firms or public agencie.J should be free to 
import edible oila; importers should be required to Hell oil at fixed 
uniform prices tied to the retail price of vegetable ghee; refiners 
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 
margins; and the oilseed processing aector should be denationalized and 
deregularized. 

4. Policy Content of Other Agricultural Sector Projects 

a. PL 480 Title I 

The PL 480 Title I Program ia the Miasion's major tool for 
improving the policy environment in the edible oil nector. The programs 
of the past several years have encouraged increased research activities, 
improved processing of non-traditional oilseedR, and led to the 
establiBhment of a high level GOP Oilseed a 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 
~ot the remainder of AID's 8ix year program will focus on problems which 
still exsist in the overall policy environm~nt. 
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The most effective way the GOP can stimulate increased oilseed production 
and edible oil supplies is to increase efficiency within the industry. 
This can best be accomplished through increased competition resulting 
from an expanded private sector role. Uncontrolled pr~ces, however, are 
a necessary condition to provide the required incentives to stimulate 
substantial inves~mentB in production and processing by the private 
sector. 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 aector. 

b.	 Food Security Management (FSM) Project 

This recently approved S-y. r project will assist the GOP in 
addressing ita agricultural policy conce~ns by: (i) establishing and 
institutionalizing a network of Pakistani economists from public and 
private institutions to conduct analyses in direct support of an annual 
research agenda established by a high-level federal committee; (ii) 
assisting the Provincial and Federal Uepartments of Food and Agriculture 
in adopting improved data collection r~thodologies to generate more 
timely, accurate and cost effective l.griculture statistics; and, (iii) 
assisting the Federal £. Provincial Go;"rnments in adopting improved 
financial and physical grain ~torage maY'agement policies anc procedures , 
implementing a grain storage facility rehabilitation progroDI, and 
adopting improved grain quality maintenance technologies. 

GOP officials have agreed in principle to examine issues related to J ? 
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 w~ll be conducted during the first year 
of the project. This study will not only generate recommendations for 
improved public sector management but will also examin~ the constraints 
and provide recommendations aimed at an expanded role for the private 
sector in the critical .grea of grain storage. Under the economic 
analysis network, a series of farm management, rural household, and 
production costs Btudies will be conducted in support of rational price 
policies for agricultural inputs and outputs. 

c.	 Managemer,t of Agricultural Resenreh and Technology (MARTl 
Project:. 

Thiq proposed 5-year project will improve the capacity of 
the GOP to effectively conduct agricultural research. This will be 
accomplish~d by: improvlrR the allocation and management of research 
resourceSj increasing the availability and accesBibility of research 
renult£> 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 scientistsj and forging linkages with the 
private sector and adopting a farming systems approach to research as a 
complement to the traditional commodity and disciplinary methodologies. 
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The GOP and the Miss:f.ou ';tf':ll'(!t:~ on thH 1.\1::Hd for policies to encourage 
existing provincial and federal l'e8r."~ar.;:h .l.ustitutions to: substantially 
improve their systems of financial reporting and cash management; develop 
and implement systems by which research resources can be marc effectively 
managed; and reach immediate resolutio~ 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 is responsive to the needs of various target advances and 
strengthen the capacity and rational use of the Provincial and Federal 
training centers in support of agricultura] reRPnrch/extension personnel. 

d.	 Transformation and rnte ration of the Provincial 
Agricultural Network Project 

As part of A.I.D.'s support to the GOP In developing the 
more undeveloped areaH of Pakistan, this pr.oposed project ~ill create 
within the NWFP Agricultural University the institutional capacity to 
transform and mobilize agricultural and rurnl production activities to 
accelerate growth in the province. This will be done by: producing 
higher quality agriculture graduates at the B.Se. and M.Sc. levels; 
developin~ an agriculture research program to create production 
technology packages specifically adapted to local conditions; linking 
applied research with outreach training to improve the quality of the 
provincial agricultural extension agency; and establishing and/or 
Btrengthen Jug \'lorking re I.n tionships bet",(~en the various proviLlcial 
agriculture agencies serving the farming communHy and the general public. 

The Federal and Provincial Governments agree on the need for 
institutional strengthening of the current system of agricultural 
research, education and extension for introducing new technologies into 
the NWFP. This will involve unifying the entire provincial research 
system under the auspicies of the l;WFP Agricultural University. Major 
policy decisions brought about during the project design phase include: 
transfer of proviucial reoearch technical ann financial responsibility to 
the University; commitment to enhanced fin,ncfnl support for research and 
associated outreach; and integration of the two personnel (University and 
research service) syntems In the Province. 

e.	 Forestry Planning and Development (FPD) Project 

ThiH 9-year project will aSl?lilt trIP GOP to: increase national 
energy Aupplies, reveroe the deforeBt~,:lon proceAo, expand the extremely 
limited foreat resource base, and h~lp Pakistan achieve energy 
self-sufficiency. This will be accomplished by strengthening the 
capability of inrligenous institutions at the federal, provincial and 
local levels to deatgn, implement and evaluate policies and programs for 
increasing fuelwood/ttmber production and demonstrate the economic, 
technical and Bocial feasibility of producing tree crops on 
prlvately-ownerl farms and range lanwL 
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The project will directly contribute to the analysis of policy optl~ns 

and identification of dialogue opportunities by assisting the GOP in the: 
establishment of a senior level, federal policy apviRory committee; 
development and implementation of federal and provincial forestry 
development plans; and training of forestry planners arid economists. 
Analysis of the importance of forestry in agricultural and rural 
development and fuelwood as an energy source i8 expected to effect 
significant policy changes in the relative emphasis th£t the GOP places 
on managing public forests versus tree production on private landa, and 
the division of provincial and federal responsibilities in forestry 
planning and management. 

5. The Policy Core of the ACE Program 

This PAAD Amendment makes it qu:f.te clear t.hat the ACE Program 
does not operate in isolation as a policy tool, but serves to amplify and 
reinforce a complex 8et of policy discussions which USAID will sustain 
with the GOP over the coming several years. There is a core set of 
policy issues f however f which are more explicitly built into the 
structure of the ACE Program. These are outlined below. While 
AID/Washington suggested that the Misdon should have a formal ACE policy 
dialogue matrix with preplanned goals, annual targets f benchmarks, and 
the like f USAID/PakistRn has determined that the benefits which such an 
approach would offC'c 1n term/; of management control are more than offset 
by the COBts in termg of loat flexibility. Tile Mission recently was 
associated with a very substantial price increase in vegetahle oil 
products in Pakiatun, for example, in which Bound policy acivice from 
A.I.D. f world market conditions and GOP political resolve conjoined to 
make a major step forward. These k~ndB of gains cannot be 
preprogramwed. USAID/Pakistan's continuOU8 engagement at the policy 
level, its access to 80und policy data and its ability to mount a 
ministerial level policy presentation on vegetable oil issues permitted 
the Mission to capitalize on unexpected externalities. This is often the 
case in policy work. 

The sections which follow outline plana and ob~ectives in a number of 
ACE·-specific rolicy areas and suggest how the Mission will pursue those 
objectives. !hey do not, however, promise a 8pecif1c rate of progress. 
The MiB8ic~ 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 a8se88 progress towards objectives in light of the 
total policy Bcene 1.n Paki~Jtfln. The Mission believes that this is not 
only realistic, bll~ 1a the most effective way to build the ACE Program 
into its overall multi-year, multi-sector development dialogue with the 
Government of Pakistan. 

a. FertiHzer 

The stated long-term goa.' of the GOP in this critical 
industry is price de-regulation. To achieve this goal f the GOP has 
committed itself to steadily decreasing fertilizer subsidies with their 
total elimination scheduled 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 groBs 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 miilion) in PFY 1984/85, which ~s in consonance with its 
stated goal. 

As a reault of the above and A.I.D.'s commitment to render rapid balance 
of paymants assistance under the new 6-year program, no specific policy 
or procedural changes were required under the FY 1982 PAAD as condittons 
to funding. In the FY 1983 PAAD Amendment, however, several policy 
measures in fertilizer werp agreed to by the GOP 8A follows: that at 
least 50 percent of all fertilizer would be distributed through the 
private sector; that all distributors wOllld receive uniform incidentals 
to cover fertilizer marketing coatu; and, that the requirements of the 
private sector distributors ",ould be taken into account by the Govern:uent 
in determining ~he levels And types of fertilizer imports. 

i. Privatization of Fertilizer Marketin8 

Based on a GOP classification scheme of private and 
public sector distributors, approximately 50 percent of all fertilizer 
was to be marketed through the private oector during PFY 1983/84. The 
validity of the cla~sification scheme, however, has been questioned since 
one major para-statal distrihutor 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 rttther than 50 percent. The 
Mission is 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 clasBfflc~tion scheme will be further 
modified, and the SO/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 und 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 ia currently rJ:1HculJf.llng wIth the· (;01' largetB for the p~riod 

heyond the three yellrH covered by thie PAM) Amendment. There is general 
agreement among key GOP ofticiala that the provinces should get out of 
the fertilizer distribution business. The f/Jct that the GOP is no longer 
hiring new staff for the provincial distribution networks and is shifting 
aome existing otaff to the Reed distribution network is evidence of the 
GOP's intentions in this regard. 

As a result of leRal difficultiea and a lengthy approval process, the GOP 
was unable to implement uniform inc1dentale (marketing COBt~) for private 
and public firms until shortJy before this document was drafted. Other 
problema regarding the cost plus approach uRPd by the GOP jn setting 
incidentals are descrihec1 hI"' iow. HDwever. t-h1 q r(>qIl1n.'m"nl hnA now been 
m(. t:. Fl nnth f' f (' r t 1.1 1:' (' r Il i' ,~ rill 0 f the pr.tvJ I ! I ,t I ,; t r JbII tor II /I J' e he i ng 
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incorporated into the annual GOP planning cycle in determining fertilizer 
imports. In addition, p~ivat€ sector dIstributors are now allowed to 
pick up their imported fertilizer allocations at 'dockside instead of at 
the provincial government distribution centers. 

11. Price Policy 

As previously stated, the Government is committed to 
eventually eliminating the fertilizer subsidy by June 1985. Considerable 
progress haa been made in this area since PFY 1980/81. According to 
published figures, the fertilizer subsidy is 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, hOliever, 
iJlanned versus actual e:x:pendHures have differed significantly. For 
example, the PFY 1982/83 fertilizer subsidy target was Rs 1.6 billion, 
but, at the end of the year, the actual figure was about Rs 1.94 billion 
or 22 percent above the planned level. 

The groBR subsidy and Bubsidy per nutrient metric ton (NMT) indicates 
that, despite a 1983 price increase of 8.5 percent, the fertilizer 
subsidy actually increased in Pr~ 1982/83. The price increase was more 
than offset by the increased ex-factory and incidental costs absorbed by 
the GOP. The gross subsidy is defined as the difference between the 
farmgate price and the manufacturing or ClF costs plus marketing coats 
(domestic transportation, storage and profit). Utilizing this definition 
with published cost data and ignoring the value of auhaidized natural 
gas, it appears that the current "official" retail prices do not cover 
even the manufacturing cost of domcst1.c fertilIzers nor the ClF price of 
imported fertilizers. 

In addition to a manufacturing subsidy, there is evidence of a marketing 
subsidy through widespread dlAcount1ng by distributors resulting in a 
farmgate price BubMllntie.l.ly lower than the published figures (Rs I05/bag 
versus Ra l33/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 1s complicated 
by the fact.o tllllt f('rlll! ZI? r prices are fixed country-wide and do not 
reflect variable transportation costs and that up-to-date and Bufficient 
data on actual farmgate prices are not available. 

The mitigating factors e:Lplaining the increase 1n GOP fertilizer 
manufllctur.ing and rnarket1.ng Hubs1dies (e.g., excess capacity, 
overproduction and decline in offtake) along with other policy questions 
afff'c ti ng till' I ndun try wi li h,~ examined in the upcoming fertil:' ,..~r sector 
Btucty (See Section 1'/.D.6., Future Policy Studies). Financing l'f 
fertilizer imports in FY 1985 and FY 1986 will be contingent on AID/GOP 
agreement on speclfic 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 BurpluB urea, and provide the rationale and mechanics 
for price de-regulation. In addition, the study will provide an "Exact 
and memmrable" definlt.1 em of oubsidy t upon which progress in this area 
will be meo3ured. 
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iii. Reserve Stock Policy 

The FY 1983 PAAD Amendment recognized that GOP strategic 
reserve 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 is extremely costly in terms of storage costs/losses and is 
unnecessary since domestic production of nitrogen exceeds the annual 
offtake (See Annex C.1.) 

In line with the above, A.I.D is seeking GOP agreement to continue the 
trend ~n reducing the nitrogen (urea) reserve requirement to more 
manageable levele. AH th~ final fertilizer policy element of this PAAD 
Amendment, the Government has agreed to review the status of its 
strategic reserve r~quirements and to reduce the average monthly 
carryover 1.n nitrogen by ndopt.tng 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 is experiencing the worst 
cotton crop in a uecade 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, wHI be f'lnanced with 'FY 
1983 and FY 1984 ACE Program funds. 

Cottonseed is the largest source of domentically produced edible oil in 
Pakistan. Conse~\lently, the domestic cottonseed industry was examined as 
part of the A.I.D.-financed edible oilseed sector study conducted in 
1982-1983. The USDA team developed a series of recommendations to 
encourage greater effic1ency in cotton production and marketing and the 
subsequent utilization of the cottonseed which would have valua~le 

spill-over benefits on the entire edible oilseed sector and a~BiBt in 
arresting Pakistan's deteriorating edible oil import situation. The 
primary policy recommendations were to establish a cotton procurement 
price that accurately reflecte the vulue of lint and seed and to expand 
the role of the private sector in the industry. 

The GOP is favorably disposed towards the above recommendations and is 
expected to instruct the Agricultural Prices Commission in the near 
future to tdke these into consideration in making its annual price 
recommellc'aUons and to document its metho1ology and findings in an annual 
report. In addition, the GOP and A.I.D. w!ll continue their dialogue on 
the possibiltty of expanding the private sector role in the industry. 
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Areaa und~r discussion include: (i) 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 is a public or private sector firm. - To facilitate this 
dialogue, the Mission plaD~ tn request the GOP to prepare an 
implementRtion plRD for ~hese re~ommendations and a comprehensive 
direc t.ory of tlll cattail ginners ,:.,hich should be available by late CY 
1984 or early CY 1985. 

c. The "Private Sector Window" 

The GOP's Sixth Five Year Plan assigns the 11on's share of 
industrial and productive investment to the private sector. The Plan 
recognizes the huge costa of exceBRive public eector investment in these 
areas and seeks rapidly to redress the balance. The Plan is nut so 
clear, however, about the Bources 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 l:lke), Eew investment from the private sector has been 
inhibited from several directions. The Government has tended to playa 
dominant rolt in aome aspects of food marketing and diatribution. 
Agrlbuslnes8 borrowers face complex problems in Paklstan'o credit 
markets. Traditional agribunlnesses 6uch as cotton ginners and textile 
producers have ~volved forulI] of commoditY-Bec~red lend.f.ng which assure 
them of reasonable access to ahart-term liquidity and a modest line of 
working capital. While tbeae traditional borrowers have not always found 
access to lon8~r-term cr.edit to be as easy as they might like, their 
problema in the credit Area have been manageable. On the other hand, 
non-traditional agrJbu81ne88~8 Buch £16 food proce/;;sors, commodity 
distributors, certified seed producers and meat and poultry processors 
have not had PUHy p.ccerw tt:. credit. The lack of a well-accepted set of 
collateral devices and the more complex appraisal requirements for 
len~ing to ventures against cB8h flow rather than assets has tended to 
conBtr.'1in grmllh In th18 important area. Appropriate equipment for 
actlv:lties such fiB modern food processing or the manufacture of precision 
agr1cI11t.UTllJ e~Jlliplll('T\t 11!'!i, ~.t:nply not been Hvajlable 1n the local 
mtirket. 'I~l~ "private sector window" of th~ ACE Program ia a small step 
in thr:· dirE ct iun of redrcBI:31ng Borne of these deficiencies and towards the 
realization of the Sixth Plan goal a of enhanced private sector 
pa:ticipation in productive investment. 

The prlvate uector element of the ACE Program, ss described in Section 
V., will provide Pakistani private investors access to A.I.D. dollars at 
prevailing market rates of interest for one to three year loans to 
finance the import of U.S. manufactured equipment for agribusiness 
purposes. While U.S. prices £Ire high in the context of the local market, 
U.S. predominance in many Areas of agribusiness technology, especially in 
such areUb a6 food processing, food handling and food storage equipment, 
is ~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 demonBtr~tion in-coun~ry of the soundness of 
letting the private sector take the lead. in modern agribusiness. 
USAID/Pakistan seeks to discouragl! inclinations within the public sector 
which attempt to micro-manage such areas as agribusiness. Nothing will 
be more perBuaBiv~ than the creati~n of new or improved 
market-reaponsive, privat~~~'-man8ged enterprises which outperform the 
public sector. 

d. Irrigation Equipment 

The providon of irrigation equ:f.pment is consonant with the 
institutional and policy initiatives described in the Irrigation System 
Management (ISM) Project Paper. Among these are Conditions Precedent 
(CPs) and covenants related to increasing and maintaining the financial 
integrity of the system, to increase water user charges to cover the cost 
of operations and maintenance, and to increase the Provincial 
Governmenta' nnnuaJ. 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 alao include specific CPs and covenants related to the 
policy and institutional ch~nges required to successfully implement the 
CWM concept. This proj~ct is expected to bring about fundamental policy 
changes in the management of Pakistan's irrigation system. 

e. Forestry Project Commodities 

ProcuTem~nt of earthmoving, land clearing, nursery, 
watering, and laboratory and other analytical equipment for the Forestry 
Planning and Development Project is fully tmpportive of the policy and . 
institutional initiativcB described in Section IV.D.4.e. These 
initiatives include: t~~ establishment, staffing and funding of a Federal 
Advisory Committee for Farm and Energy Forestry to define goals for 
increased fuelwood production and develop and implement aprroprlRt~ 

strategies for their actualization; moulli~ation and utillza~ion of 
private sector firms and small landholders for increased forest 
production; clearly defining the responsibilities of the provincial, 
federal and local go:ernments in forestry planning and development; and 
increased funding of applied agro-foreatry research programs. 

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

The policy context under the FY 1984 MART, TIPAN, and BALAn 
Projects and the Py 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 condttions and covenants will 
also be negotiated and included in the respective Project Agreements. 
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6. Future Policy Studies 

a. Fertilizer 

The GOP and AID have agreed on the terms ~f reference ior a 
fertilizer sector study to build on the work undertaken to date in this 
area and examine, other major issues in tne industry affecting imported 
fertilizer levels and related domestic fertilizer policies. Scheduled 
for implementation beginning in June 1984, the study will examine 
fertilizer pricing, private and public sector roles in distr.ibution, 
progress on subsidy removal, dealer and farmer stocks, efficiency of 
fertilizer use, and policy analys1s capabilities and effectiveness of 
existing research institutions. The study will identify and prioritize 
critical issues and problems, provide alternative solutions, recommend 
specific action plans, and form a basis for future policy negotiations, 
which will b~ incorporated into the FY 1985 and FY 1986 ACE Program 
Agreement Amendments. 

b. Edible Oil Stock and Trade Management 

As an important adjunct to the edible oilseed 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 (5TM) study to 
increase Pakistan's food security in edible oil. The study will develop 
an analytlcal framNlork for evaluation of filternative 8TH strategies to 
stubHize domeBt~c edible oil supplies and pricea in Pakil:ltan 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 atock holding and trade operations. This framework will then be 
applied to Pakistan's edible oil sector with projections for 1984-1994. 

c. Food Grain Modeling 

Under the recently approved Food Security Management (FSM) 
Project, the GOP has requested the Mission to finance a food grain 
modeling (F'GM) study. This study will construct an econometric model, 
based on historical data for the last 15-20 yeara, identifying the 
important interactions between policy and production variables in 
Pakistan's wheat aY~H,;em. It will also pro',ide estimates of the change 
multjpllers 1n major environmental and policy variables as they affect 
wheat proc!uction. public 8tocks, trade and public expenditures. As a 
result, the GOP will be able to explore the impact of alternative 
policies affecting wheat production. 

d. Rntj~_~ ShOj~~6tem and Alternatives 

As funded under the Food Security Management Proj~ct. this 
study will provide guidance to GOP policy-makers o~ food security policy 
from the perspective of the grain consumption sub-system and as a 
counterpoint to the food grain model de'crlbed in c. above. This study 
will first examine the ration shop system itself, measuring its 
effect1veneos in achieving welfare objectives as compared to alternative 
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strategies and the implications 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 simuJation model that can be used to estimate this 
impact on the basia of current and periodically updated information. 

e. Agrl'cultural Data Collection Systems Analysis 

Ag~r~gatlon, finalization and publication of agricultural 
statistics in Paklatan j a hindered by unclear n:ld overlapping data 
collection reHpona1hl1itIe8, a shortage nnrl Inefflriellt UB~ of ADP 
facilities, and cumbersome administrative procedures for releaoing data 
on the major food crups. A BY8te~s analysis to 8p~cify the exact nature 
of these lu8titutlonal policy conatreints llnd to provld~ workable, 
alternative solutions for their resolution will be conducted as a 
pre-implementation activity for the agricultural data collection 
component of the FSM Project. The resulting repurt w111 nerve as the 
primary vehicle for reaching an agreement between the GOP and AID on the 
policy an~ procedural changes to be implemented under the FSM Project. 

V. PROGRAM AMENDMENT DESCRIPTION 

The following propoHed compositions of the FY 1984, FY 1985, and FY 
1986 ACE Progrsrun are prOVisional. The MIAAion l~cognlzeB the need to be 
abl~ to respond to possible chunges in the need .for apeeiflc commudities 
or to "minI Id.pated blllHnC0. of payments rt~'11Jlrf'mf'ntB or emergencies, as 
wp"ll 1l~1 III rf'proKl"Illn fllndll blllled on impll'nJl·lll.Itl JOIl pl'rfonl\llll('(! •.... ttll 
respect to policy me88ure8 ~nd other pro~rnm components. For example, in 
thp event thet req\ltrt'InI'I1LtI for other C(WlIn( lI 1 i tin. f'-i11 flhort ()f 

expec tatious, additional qUllnU tiP-/3 of fp.r~ilizer could be financed in FY 
1.984 llUd n'IH~Lly abr:orh(·d in the sySi:em, (Se(~ :jpctiun ·n.A.) In 
addition, if the priVAte sector CJP component is meeting its objectives 
and funde are disbursing rapIdly, addHional allocations may be made to 
this program component in FY 1984 and the procurement of Borne project 
commodities deferred to the next year's program. 

1. Fertilizl'f 

As described in the FY lC}82 PM]) and the FY ] 983 P,\AD 
Amendment, Pakistan is currently e~lf-Bufficient in nitrog~nous 

ferti] izera but haa to import H lr~8h pro~)ort1.on of its phosphatic 
fertilizer requirements. Fertili~er is imported through the Federal 
Directornt~ of Fertilizer Importn (FDFI) under the Ministry of Food, 
Agricultul e and Cl)operutivr~s) Ilnd reta1.1r:,J tllJ:'J\lgh II large netlol'ork of 
private Bnd public distributors. 

Th~ FY 1984 Pro~ram will f1 nam~e the importE lion of $30 mHlion worth 
of DAf' lind lSi'. At projected intcrnatioual fJrlcl~B, Ind.uding frc1.ght and 
inBurance, the quantity of fertilizer Bupp31ea will be about 94.3 
thou!:Iand ~fI' of DAP Hnd 23.0 thou/wnd ~fr of lSI'. Thill qUflIltLty w1l1 meet 
21 -23 percent of the total DAP and 118-52 percent: of the total TSP import 
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requirements for crop year 1984/65. In 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 Ar.E 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 ~riginal 
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 assist 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 funne available to the Pakistani private sector 
for importation of agricultural machinery ~nd equipment. An initial 
tranche of ~lO million for this program component is considered adequate 
In the FY 1984 PAAD Amendment to aBsess 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 objectives of the private sector CIP are to: 

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

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

iii. promote agricultural development and utilization of 
agricultural products in PRk1atan by providing incentives to the 
PAkistani private Hector 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 Commoditlen 

l'he A.I.D. Commodity Elig:fbility List will be restricted 
to Schedule 6. This will eliminate the following schegul(!8: Schedule 1 
animal and vegetable products; Schedule 2 - wood and paper and printed 
matter; Schedule 3 - textile fibers and textile products; Schedule 4 
chemicals and selected products; Schedule 5 - nonmetallic minerals and 
products and glass and glass products; and Schedule 7 - specified 
products. Commodities prohibited for import by the GOP will not he 
eligible. Participating banks will be required to assure that imports 
under this ClP can be justified as contributing to agricultural sector 
activities, are listed as eligible items in Schedule 6 of the A.l.D 
Commodity Eligibility List, and comply with GOP regu]Bt1ons regarding 
eligible commodities for importation inte Pakistan. 

The importfl 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 BuppHesj 

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

(4) Handling equipment for llgr:1Ctl] turRl commorUties such 
as vacuvatora, bagging equipment, forkllftH nnd the like; 

(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. 

ii. Eligible Importers 

All Pakistani privately-owned companies will be eligible 
to participate in this program. Specifically, the program will be open 
to privately-owned firma in the following cetegories: manufacturers; 
processors; distributors and transporters; importers; traders; and, 
licensed agents and stockists. Distributors, traders, importers, 
licensed agents and stockists will be treated on an equal footing wi~h 

the various categories of end users. 

The issue of defining "private ownership" will be dealt with in 
guidelines to be prOVided to the par~icipcting bankEl, with que8tionabl~ 

cases referred to USAID for final determinat:1.on. The guiding prjnciples 
which will be used in determining eligibility will be tl1O: 
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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 th~ 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 institutions 
(life 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 
sometimes required to accept on their boards a nominee of the lending 
agency. It is, howevp.r, the Mission's intention to.provide A.I.D. funds 
only to firma which are, to all intents and purposes, private in 
ownership aud 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 share 
(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 alice of their equity, provided 
that the firm is still predominately private in character. Previously 
private firms which were nationalized, however, will he expressly 
excluded from the program us will the firma which are organized as 
"qu8!'Ji-8utonomoUB organlzat1.oQs" with Government of 11 11kietan 
capitalizat1.on and oversight. 

iii. Eligible Banks 

Consideration is 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 firat-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 USAlD/ 
Pakistan. 

v. Interest Rates and Lending Conditions 

The Government of Pakistan's Ministry of ~tnance 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 aa "Foreign Loan Relent to Financial 
Institutions", for which the terms are specified as follows: 
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(1) GOP relends to Financial at 8 percent plus a 3 percent 
Intermediary: charge for foreign exchange risk 

cover. 

(2) Financial Intermediary at 11 percent plus 3 percent paBS 
lends to Final Borrower: through of foreign exchange risk 

cover charge from GOP. "If as a 
result of B 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:	 $10 million in first year 

Borrower:	 Islamic Republic of Pakistan 

On-Lenders:	 Commercial Banks in Pakistan 

Terms of A.I.D.	 Standard 40 year A.I.D. loan with 2 percent 
Loan to GOP:	 interest rate during 10 year grace period and 3 

percent interest rate for remaining 30 years. 
Repayment in U.S. dollars. 

Terms of Reloan:	 The Government of Pakistan would relend the 
proceeds of the concessional loan to the 
intermediate lenders on terms which would 
provide a 3 percent to 4 percent spread to the 
intermediate lend~~B within the current foreign 
exchange lending rates and local currency 
lending rates prevailing in Pakistan. Rupee 
loans where borrowers assume the foreign 
exchange risk in the transaction would be ut 11 
percent and foreign exchange loans where the GOP 
insures the foreign exchange risk at the current 
3 percent premium would be at 14 percent. 

Repayment of Reloan	 The participating commercial banks serving as 
to GOP:	 intermediaries would repay their lo~nd to the 

GOP on the basis of the actual amortizati~n 

schedule of edch 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 soods and equipment. The GOP 
would bear the foreign exchange risk and 
interest rate risk, subject to provisions for a 



3 Pf.!l \~ertt charge to borrowers £0 r t: he for~i.c.;n 
exchange cover. Sub-loans would b~ at intere~t 
rates fixed at the time of the loan. 

Condll:10na of	 The agriculture equipment au'o- 1.();::n~ "~'J'llt; ':.; :~r.\:" 
SUb-Lollni3 :	 U.S. source and origin comDodi:l~E on 3 mut~al1v
 

a~reeJ schedule. U.S.-fl~Rnced shipping would 

be on U.S. or Pakistan! bottoms. Non-U.S.
 
financed shipping would be on bottoIDa of the
 
borrower' B choice. Du tieR and excise WOIl ~!.d b~
 
payable by the borTower in Ticcor.dalH:,: ......t th GCIP
 
regulaUonB In effect at the time of the
 
transaction, but would not be financed by the
 
U.S.-provided Bub-loan. U.S. banking charges
 
would be eligible for financing froID the U.S.
 
Bub·-loan. Banking charges levier! 1n PakJ.stau
 
would be tile reBp.uusibility uf ti.e oub-horrower
 
and would not be eligible for U.S. financing.
 

Monitoring:	 The participating banks 1n Pakistan would be
 
requlred to provide periodic re~)c,rte of lo",n
 
transactions to USAID/Paki.stan Ilnd to th~ GOP.
 
USAlD/Paklatan would retain the right to audit
 
Bub-lending operations anrl to require repayment
 
of loans made in violation {)f t~e tl.::·C!JS 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. It 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 ev~luation of experience this year indicates that this would be 
de.ira-hle to aehieve the objectives of the private sector window. 
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4. Water Sector Commodities 

a. Equipment for the Provincial Irrigation Departments (PIDB) 

The ISM Project provides only a part of the total equipment 
requirement8 of the PIDs. 'the equipment for the ISM Project was 
identified as what the l-lor.ld Bank called a first "time slice" of a longer 
term rehabilitation effort. The four Provincial. Irrl.;atian Departments 
have firm requirements for the additional equi~~nt detailed below, ~hich 

1s valued at tIl million (including spare parts, freight, Inl3urance and 
inland transportation), but ar! constrained to procure theBe items 
because of foreign exchange ahortagea. (See Annex C.2. for an 
illustrative list of commodities.) 

i. Excavar.!ng Machinery for the Punjab and Sind PIDs 

Annex C.2. lists the additional equipment required by 
the Punjab and Sind Irrigation Departments to replace their near obsolete 
inventory. When equipment needs were developed for the ISH Project, 
provision was not made for replacement of all obsolete equipment due to 
funding constraints. The additional excavating machinery, which ia 
estimated to cost $3.5 million, 1s needed for the annual maintenance of 
channels. The request 18 modest cO~Bidering the total mileage of ~anals 

and drains to be maIntained. 

1/ Procurement of moat of this equipment was originally contemplated 1n 
the FY 1983 Program Amendment but was deferred to FY 1984 to enable 
the Mission to procure cotton, using FY 1983 fund~. 
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ii. Irrigation Pumps for the NWFP PlO 

The Government of the NWFP has reqqcsted new 
irrigation pumpa to replace the five existing pumps in the Warsak Pump 
Station. The existing pumps are about 20 years old and are no longer 
able to operate at their design capacity. This additional equipment, 
valued at $1 mill~~n, is similar to the equipment provided under the ISM 
Project, and hence no significant difficulties nrl~ ant1.cipated in the 
effective utilization and maintenance of the equipment. 

iii. Con8truction Machinery for the Baluchistan PIO 

The Baluchistan PlO requires additional equipment 
worth $1.2 million to supplement its fleet for annual maintenaace of 
existing irrigation and drainage systems. One of the largest irrigation 
canals in Baluchistan is the Kirther Canal System, fer which, until 
recently, the responsibility for maintenance resided with the Sind PlO. 
Maintenance of this canal is now the responsibility of the B8luchistan 
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 
cHpabill.ty to l:\1'1nl"tItn floorl protection work~ :md mp.e~_ r·:nl.:rgency repair 
demunda elurll1g flOOdt:l. OVf!, the last 8 Yf'IHn, th\'o n(~purl:lllent h/Hl 

procured a portion of the needed equipment, but a significant amount 
(approximately $10 million) of equipment and spare parts still 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 haa the capacity to uperate and 
maintain this heavy equipment. 

b.	 prilling Rigs for the Sind Agricultural Engineering 
pepartment 

Six power drilling rigs for sinking tubewells have been 
requested by thp. Sind Agricultural Engineering Department. These rigs 
will be used for tapping the groundwater reserves in cultivable lands 
outside the reach of the canal irrigation system in the districts of 
Dadu, '1'l.:;!: ttl IITiel Kn.rHe:h.t. Four straight rotary IH)Wl'::" a,le; tvlO Tl(lI;C'r 

percussion drillin~ rigs, each with the capacity of drilling up to 1,000 
fN~ tin re n~qlJl rf:d . Totu} J"oreign exchanw~ emit. tncJ. udJng Hpn r~ pAr- t A, 
freight and Inaurnnce, In estimated at $1.2 m111ion. 
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5. Other Project Commodities 

a. Forestry Planning and Development (FPD)' Project~! 

Earthmoving, land clearing, nursery, surveying, waterlng, 
and research and analytical equipment and commoditieo, valued at 
approximately $2 million, are expected to be imported under the FY 1984 
ACE Program to be use~ 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 remainine commodities will be used to Dupport 
activities of all four Provincial Forestry Departments. A limited amount 
of comm':>dities will also be procured for the Off:f.ce 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 th i 6 ~quipment 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. 

Approximately $1 million in FY 1984 and $4 million in FY 
1985 for a total of $5 mBBon in ACE Program funds will be used to 
procure commodities in sopport of the FY 1984 TIPAN Project. Commoditi~B 

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 Extenaion 
Directorate, and the Office of the Vice Chancellor at the Agriculture 
Univers:fty at Peshallar. An illustrative list of commodities 1s 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 ut:f.liz'3t1.on and maintenancp. 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. 

2/	 Procurement of this equipment was ~rigina1ly contemplated in the FY 
1983 Program Amf~ndment but was deferred to FY 1984 to enable the 
Mission to procure cotton using FY 1983 funds. 

b. Provincial 
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c.	 Baluchistan Area Development (BALAn) Project 
-

An allocation of $3.? million in PY 1984 ACE Program funds 
has been made to procure commodities in support of the FY 1984 BALAn 
Project. The equipment w111 include: earthmoving and road-building 
equipment, equipment maintenance vehicles and tools, operations support 
equipment, and hydrulogic measuring devices and other engineering tools 
and equ1pm~nt. (See Annex C.5.) The equipment will be procured for the 
Makran Communications and Works Department and the Project Implementation 
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 is 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 be~n 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, ofiic~ 
equipment, and miscellaneous agricultural materials and i~p1ement9 will 
b~ procured to support the Agricultural Training Institutes and thp 
proposed nell studio production facility at the National A8ricu1tu~a1 

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) miscellaneous 
demonstration and research equipment will he prccured to support the 
Wheat and Maize Coordinated Programs component of the MART Project. l~e 

justification for and aB8uranceo 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. 

Aa described in Section VII.C., Implementation Schedule, procurement of 
TIPAN, BALAn, and MART Project commodities ia 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.	 General 

In FY 1985 and FY 1986, the Mission seeks to reduce its 
management/administrative burden and to increase the feat-disbursing 
nature of the prvgram to maximize its 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 ClP component, provided this 
component: is meeting ita objectives. Provision is also made in FY 1985 
for the procurement of additional commodities to support other 
USAID/Pakistan projects (see below). The Bission recognizes, however, 
the need to ensure sufficient 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 totnl 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 Cou~odities 

Approximately $8 million hag 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 equipment 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 8 diverse number of problema related to 
engineering, river and canal hydraulics, water management, and 
socio-economic aspects of water use for agriculture. The two research 
engineerR on the long-term engineering team Imd alao the short-term 
researeh 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 Project. An illustrative list of research 
facilities equipment is included in Annex C.2. 
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b.	 Transformation 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 
commodities for the following Departments or Programs at the NWFP 
Univ~rBity of Agriculture at Peshawar: Agronomy, Horticulture, Soil 
Sciences, Plant Breeding and Genetics, Plant Protection, Agricult~ral 

Mechanization, Food Technology, Animal Husbandry, Agricultural Chemistry, 
Rural Social Sciences, Communications, Learning Resources Center, 
Computer Laboratory, and Continuing Education Center, in addition to a 
tele~ommunications system for the University. The~e commodities will be 
used to support the implementation of the teaching, research and outreach 
activities under the TIPAN Project. An illustrative list of commodities 
ia included in Annex C.4. 

c.	 Rural Roads Project Commoditieo 

Approximately $3 million has been provisionally allocated 
for the j.mportation of commodities in support of the proposed FY 1985 
Rural Roads Project. (See Annax 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 
District& in NWFP, Punjab, and Sind provinces to assist the uistrictB to 
establish improved rural roads maintenance programs. The justification 
for a~d assurances of proper utilization and maintenance of this 
equipment will be documented in the Rural Roads Project Paper, which is 
scheduled to be submitted to AID/Washington in the spring of 1985. 

VI. Technical Ana.'.yses 

A.	 Fertilizer 

1.	 General 

Fertilizer imports in Pakistan are arranged and controlled by 
the Federal Directorate of Fertilizer Imports (FDFI), in the Ministry of 
Food, Agriculture and Cooperatives, which floats international tenders 
and is responsible for receiving, unloading and bagging the commodity at 
the port of KArachi. The FDPI alBo arrangp.s inland transportation, as 
provided in dispatch schedules, for private anG public distributors via 
rail, trucks of the NatIonal Logistics r-ell, and privately owned 
vehicles. Domest:1c and imported fertilizer is retailed at Government 
fixed prices through 8 reasonably large dealer's network serving both the 
public and private distributors. 

Although from an agronomic standpoint, Pakistan is still a nitrogen 
deficit country, current production of urea haa exceeded effective demaud 
during the past two year8. Pakistan, consequently, exported about 135 
thousand MT of urea during crop year 198~/83, 156 thousand MT during crop 
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year 1983/84, and, according to a recent GOP announcement, another 150 
thousand MT will be expor.ted ne~t year. As a result of large carry-overs 
coupled with the nitrogen content of imported binary and complex 
fertilizers, the country will continue to have exceSB nitrogenous stocks 
during the life of this Program. 

Regardillg phosphatic fertilizers, however, Pakistan's growing 
requirements will continue to be met by increased imports from abroad. 
With almost static domestic production/c pactty and rising offtake, it is 
expect~d that about 83 percent of the na~lonal 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 on, 11 percent for phosphate (p) and 28 percent 
for potasl3ium (K). The second scenario 1s bllsed on the dome.stic 
fertilizer industry's view that farmgate prices will increase 
substantially if the GOP implements its policy decision to eliminate 
fertilizer subsidies by th~ end of PFY 1984/85. As a result of the 
expected price increase, the fertilizer industry projectD 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 is not very respollsive to price increases, exped.all y when 
coupled with corresponding increases in output prices and credit 
availability. The depressing effect on offtake of prev.1.ouB fertilizer 
price increutJes haa been or ahort duration only. Therefore, it is 
reasonable to assume that tile actual and effective demand will lie 
between thefJe two el:ltiruatea. 

Domestic production ~./ of nitrogen increased appreciably in the paot 
few years due to an expAnfl10n of the manufacturing bfH:f, fJJlf! in,~reaBed 

capacJty utilization. Tllce~ new urea plants, with u total capaclty of 
563 thousand nutrient MT (NMr), have been constructed since late 1980, 

~3""'7-D-o-m-e-B-t-.i·c-p-r-o-d-uct-1-.0-n-p-r-o-jecUona utilized in thio analys1s are based 
on estimates of the Nrttional Fertilizer Development Corporation 
(NFDC), adjusted for U",c crop years, which are in Hne with domest1~ 

capacity and capa~~ty utilization trends. 
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TABLE 8--......-

FERTILIZER SUPPlY AND DEMAND PROJEC1IONS 
HISH OFFTAKE 5rEN~RIO 

('000 NMll 

Crop Year 1/ 
-----.-..--.----------_ ..---_..---------.--.--.-_.-------------------------------.------.

1993/84 1994/85 1985/86 1986/87 
-------------_.------ --------.------------- ---------------------- .---------------------

H P Yo N P K N P ~ II P K 

------.-------------------------------------.------.--------------------------------------_._-------------------------
Supply 1555 399 35 1487 200 27 1452 202. ,~5 1387 216 45 

Opening Invenlory 21 454 145 16 446 121 27 :m 123 35 318 137 45 
In~igpnou~ Production 1031 81 1041 79 1.1 (I~ 79 1069 79 
I.p,rls 31 70 173 19 

DI!~and 1311 389 54 1353 431 70 1361 419 90 1442 . 532 112 

om ake 1009 278 27 1069 30B 35 1134 342 45 1202 380 56 
Exporls 100 70 
R.sprves Re~uirl!d 41 202 III 27 214 123 35 227 137 45 240 152 56 

Surplus (+)/O"lIul \) 51 24J, 10 -!9 134 -231 -43 91 -277 -55 -55 -3111 -67 
----_ .. _---------~------_ .. -

II O(lobl!r-Seplp..b~r.
 

21 Slacks llith dish ibul~rs, raclor its, and FDFI.
 
31 Acluals uplo Mlrch 19B4.
 
41 20, 40, and 100 perc~nl or annual orrla~p for nitroqpn, phosporous,
 

and polash, rrsp!clively. 
~I Adeficil shoWG i.porl require.rnl. 

SOURCE: FDFI ~nd U5AIO sl~rf e511'ilt~ 
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TABLE 9 

FERTILIZER SUPPLY ANu DEHAND PROJECTIONS
 
LOW OFFTAKE SCENARIO
 

---------_.-.------_._-----_.-._._-------------._._----------------------------------------------------------------.-
Crop Yeu 1/ 

1983/94 1994/95 1985/86 1986/87 

" P K P ~ N P K N P K 
------------------------------------~---------_._-----"--------.----------------------------------------------.-------

Supply 1555 399 35 1499 203 27 1507 199 34 1519 207 4~ 

Op!nin~ Invenlory 2/ 
Indigenous Produclion 
I.porh 3/ 

C54 
1031 

70 

145 
81 

173 

16 

19 

458 
1041 

124 
79 

27 403 
U04 

lt9 
79 

34 450 
1069 

128 
79 

42 

aeund 1296 385 54 1301 416 6B 1284 449 84 1307 484 106 

Offtakl! 
Exporls 
Reserves ReqUired 4/ 

997 
100 
199 

275 

110 

27 

27 

1026 
70 

205 

297 

119 

34 

34 

1057 

227 

321 

129 

42 

42 

1089 

218 

346 

138 

53 

53 

S~r~!us (+)/De(icil (-) 5/ 
-------------------------

259 14 -19 198 -213 -41 223 -251 -SO 212 -277 -64 

-------------------------------------------------._--.---------------------------_.---------------------------------
1/	 Oclober-Sept'lber. 
21	 SlocKs lolh distributors, IlCtor1l.'s, and FDFI. 
3/	 Acluils upto "ilCh 1984. 
4/	 20, 40, ind 100 percent of innuil offtike for nitrogen, phosporou5, 

ind putash, rl!speclively. 
5/	 Adeficil shows i.porl requirllenl. 

SOURef: FDFI and USAIO ~lall ~slililri 
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raising the total national capacity to 1,048 thousand NMT. The annual 
capacity utilization h~8 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 8 result, the GOP is cu~rently ~onsi~ering the 
establishment of two Dlawnonium Phosphate (DAP) plants and more than one 
mini-plant for the production of Single Super Phosphate (SSP), none of 
which, how~ver, 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 NMT for crop year 1985/86, and 277-316 thousand NMT 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 b}' "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 international prices, the types of fertilizer imported by the 
Government to meet rlolIlcat1.c phosphatic requirements are determined by 
farmer acceptance of the ?roduct, funding and credit sources, and the 
nitrogen content in the binary and complex products. Current GOP policy 
is to rely on DAP to meet domestic requirements and to cease importation 
of nitrophos, which has equal nitrogen and phosphate nutrient content, 
except on a grant or barter basis. 

In recognition of the nitrogen co"tent in DAP, the Government is also 
importing small quantities of TSP which contains no nitrogen. While this 
is appropriate, given the ovetal1 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 J.O thousand MT of TSP financed under 
the FY 1983 PAAD Amendment, which arrived in February 1984, will be used 
to test farmer acceptance. Consequently, phosphatic import requirements 
have been calculated on the assumption that 90 percent of the demand will 
be met from DAP and 10 percent from TSP. 

Table 11 tranalates the nutrient requirements into product import 
requiremento. For c~op years 1984/85, 1985/86, 1986/87, OAP import 
requirementA Ii}"!:' pro.lh~ted to range benu~en 417-452, 491-542 lind 5&2-618 
thousand N!'IT, reBp~ctively. TSP import eutimates of 47--50, 55-60 and 
60-69 thousand NMT will, in the final analyHia, depend on ita 
acceptability among fRrm~ra. Finally, 6n~ RBRuming that 5~lfRtc-of
Potash (SOP) will meet all domestic potassic requirements, SOP import 
levels are projected at 82-86, 100-~lO and 128-134 thousand NMT for the 
respective years under consideration. 
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TABLE 10 

FERTILIZER I"PORT REQUIREKENTS
 
CROP YEARS 1983/84 - 1986/97
 

INulr ilnll)
 

-------------------.-----------------.-------------------------_._--------------------------------------------
Rlbl Khuif Tolal
 

Crop SClnlrlo
 
p	 pYear	 N K Tohl N r. lohl N p K Tolal 

1993/84	 High Or/tiki 0 0 0 0 0 0 19 19 0 0 19 19 
LOll Ofltikl 0 0 0 0 0 0 19 19 0 0 19 19 

1984/85	 High Ollllkl! 0 167 31 198 0 64 12 76 0 231 43 274 
LOll Olflakl! 0 I~S 30 195 0 58 II 69 0 213 41 254 

1985/96	 High Ollhk, 0 202 40 242 0 75 15 90 0 277 55 332 
LOll Ofltlk, 0 185 36 221 0 66 14 80 0 251 50 301 

1986/87	 High Orrl~ke 79 228 48 354 0 aa 19 107 78 316 67 461 
LOll orrLa~1! 0 203 46 249 0 74 18 92 0 277 64 341 

.	 .-------------~--------------_.------------------------ -------------------------------------._-------------._--

Noles: 

I. High Offtake: bX lor N, 117. lor P, and 28% lor K. 
2. LOll Ollllkpl 31 lor ", 9X lor P, and 25% for K. 

SOURCE: Annlxl~ C.l 
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TABLE .-J..L 

FERTILIZER IHPORT REOUIREHENTS 
CROP YEARS 1983/84 - 1986/ST 

lProductsl 

Rabl KhHlf lohl 
Crop Sr.entlrio 
Year DAP TSP SOP DAP TSP SOP DAP TSP SOP 

1983/84	 High Olflilke 0 0 0 0 0 38 0 0 38 
lON Of 1\ "kl! 0 0 0 0 0 3B 0 0 ~n 

1994/85	 High Oflhke 327 36 62 Ii$- 14 24 452 SO S6 
LON Olilak! 303 34 60 113 13 22 417 4~ 92 

1995/86	 High or Il .. ~p. 395 44 eo 147 16 30 542 60 110 
LON 01 rtikl' 362 40 72 129 1~ 2B 491 55 100 

1986/B7	 High Olll,l~ 44il 50 96 172 19 38 biB 69 134 
Low N !likl' 397 44 ?2 145 16 3L 542 60 12B 

.-.--------..---------------------------_.-----------------------~-------------------------------------------------_. 
Noles: 

l. High Of/lake: 61 lor 14, 111 lor P, .nd 28t lor K. 
2. low Q!llakp: n lut 14, 81 lut P, and 2~~ lor K. 
3. 90% 01 the P ilporl r~quireaents will bp lel Irol DAP, and 101 Irol lSP. 
4. Any N ilporl requltp.tenls llill be lel IrOI DAP. 
5. All ¥. iaporl require.ent!i will be lP.t Irol SOP. 
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As of Ap~il 1984, tile 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 HI, approximately 177 thousand MT of DAP could be procured, 
which is 39-42 percent of the total DAP and 35-38 percent of the total 
phosphatic import requirements for crop Ydar 1984/85. 

The GOP has requested A.I.D. to finance at least 20 thousand HT 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 pri~es of $265 and $210 
per metric ton, ~I an estimated 94.3 thousand HI of DAP and 23.8 
thouoand 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 requirementd for crop year 1984/85. In 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 
~nd 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 its largest 
industrial sector. 

4/	 The Economic Analysis and Projections Department of the World BaI~ 

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 
coats under the ACE Program, $55 per MT has been added to the 
respective FOB prices to cover estimated shipping costs. 
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TABLE 12 

FINANCING A.R.RANGEM.ENl'S FOR FUTl~¥F.R IMPORTS
FOR(;ROl' YFAR-r98478S __ ----._--_..-.-.... . 

_.- ..._....-----------:=-----;~-:----:------:;-----:-
Sou rce {,j' : IHlding Type of Financing Amount of Financing 

(In Million U.S.$ 
Equivalents)------._-------

A~1an Development Bank Loan 5.8 

Korea Barter l.8 

West Germany Loan l.6 

Jnpl.11 Grant 13.0 

Norwcq: Grant 5.2 

Finland Barter 10.0 

Sweden Barter 10.0 

TOTAL 47.4 

SOURCE: Ministry of Food, Agriculture, and Cooperatives. 

al Funding secured by the GOP as of April 1984. 

--_._-------

2.~ 

The most recent estimate of cotton production in Pakistan is 
2.95 million bale8 (of 37.5 pounds each) for crop year 1983/84. Ginning 
haa just been completed aD this fjgure is not likely to change. The 
carryover Btock from last year'B supply WIlR approximately 250,000 bales, 
n]l of ·..!lk l . \'1lJfi (~xpori:\~,l) pluB another 50,000 half>fl hefore the exte.nt of 
this year's cotton crop failure became clear. As a result, there 
effectively WU~ no carryover stock. Stocks have built up as a result of 
the cotton hnrveBt 1n November and December. Moat of this cotton haa 
be,~(j g.'.I;l1ed . nut not (I] I. u" 1t haa been HU '.r!. 
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Prices for ginned colton rOde rapidly in the full and winter of 1983 as 
the ~xtent of the Gotton CT.Op failure became known. For example, the 
price rose from Rs 11.8/kg 1n February 1983 to Rs 20.5/kg in February 
1984. Prices have been declining as a result of other 1~ports of cotton 
and information about the AIL~financed cotton procurem~nt. 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 is more than 80 cents/pound. The 
downturn in prices and financial pressures have persuaded the cotton 
ginners to sell their stocks, and thus the supply of unsold cotton will 
decline. 

The future price of raw cotton may rise again 1f the current stocks are 
exhausted before U.s. cotton comes on the market. The reason is that the 
U, S. cotton prohably will he sold at or near \'lOrld market prices which 
now are higher than those prevailing in Pakistan. U.S. cotton will be 
the only Rvailable Bupply once ginners' stocks are exhausted. 

3. Demand 

The tie;nann for cottOiJ is much more difficult to pred:lct than the 
A~o;'l-'ly. 1:4Bt Y':'ll!"g mill and noomill consumption wus approxillllitely 3.2 
million bales. The latest estimate for PFY 1983/84 reported 'n 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 
productH at world market pric.es when it muat buy cotton at near world 
market priceB. As pointed out above, the local price of cotton at one 
point was nearly double that of laat year. Another problem area is 
wohether Pakistan textile firma can regain the market in Iran for their 
pronuctR. Iran had gre8tly increased its purchases of textile products 
from PaklRtan hecause of foreign exchange shortages, which made purchase 
from trJlrlHional Huppl1.ern more difficult. The poor quality of some 
t'ukoil:/':)Jj [>cul!Ul..lB. l1oweVt.~r. 1188 reduced the demand. 

Ttl,,· d(~m£lnd alfill "11.1 1 dep~nd up;jn the ability of PakJstan yarn suppliers 
to mn1.ntoin their IlUlrkets in Hong Kong and .Japan. There have been 
efforts, particularly 1n JRpan. to restrict and reduce the amount of 
-:mptllLl:d Pllk1.~;tan yarn which has been increlll:l.1ng ro'lpldly. Another 
element of demand i6 the uBual requirement for end-of-season stocks. 
Frt:lill 10 711 L, ] ')82. thpy H\·,~r.j)ged 662,000 halt'f-: wHh 500,000 baleR as the 
modal vulue. 
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4.	 Import Requirements 

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

TABLE 13 

ESTIMATED	 COTTON IMPORT REQUlRE~T FOR PFY 1983/84 
(In Bales)!' 

Carryover 250,000 
1983/84 Production 2,950,000 

3,200,000 

Demand 

Export 30n,000 
Mill and Non-Mill Demand 3,200,000 
End of Season Stocks 250,000-500,000 

3,750,000-4,000,000 

!~jport Requirement	 550,000-800,000 

~I One bale • 375 pounds 

The estimated import requirement ia between 550,000 and 800,000 bales, 
depending upon the desired end-oi-seaBon stocks. Actual and planned 
imports 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 )!l 

Sudan 66,000 
ChinA 20,000 
U.S. 
U.S. 

- Private Impor,s 
- ACE Pro&ram £ 

89,000-126,000 
76,500 

251. ,500-·288 ,500 

87' One bAle - 375 pounds 
hi Includes only the cotton procured under the FY 1983 ACE Program which 

will arrive in June/July 1~84; the cotton to be procured under the FY 
1984 ACE Program will not arr! \'e until December 1984 or in the PFY 
1984/85 crop Reaaon. 
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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 375 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 conBu~pt1on in PFY 1983/84 falls back to the 1981/82 level and 
end-of- eeaaon stocks are half the normal level. 

C. Private Sector elP 

1. ~ackground 

The private aeetor "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 enlmnced private sector activity in Pakistan. 
Pakistan's private sector is currently concentrated heavily in the areas 
of agribusiness, agricultural machinery, agricultural processing, food 
processing and handling, and the transportation and distribution of both 
primary agricultural commoditi6s and transformed agricultural products 
such aa textiles. The vigor and initiative of the private sector in the 
agriculturally related aectora has not, unfortunately, always been 
matched by an equal degree of support and enthusiasm from the Pakistan 
Government. The decade of the seventies witnessed Bome major moves 
backwards for the indigen~us agribusiness sector. Many processing firma 
were nationalized under the Bhutto regime. Many other agribusineBBea 
simply could not operate for want of permits and licenses which required 
the acquiescence of a hostile federal bureaucracy. Others found that the 
nationalization of the commercial banks by Bhutto cut them off from their 
lifeline of operating capital and trade financing facilities. 

The advent of the Zia Government in 1977 started a gradual rollback of 
the excesses of the Bhutto era, but substantial damage has been done to 
the confidence of the private sector engaged in agr1husinessee. It hae 
only been in the rec~nt past, particularly since 1981, that private 
sector investment in agricultural processing industries and other 
agribueinesa pap begun to pick up. A sounder regime of market-oriented 
prices for major agricultural commodities and a growing Kovernment 
awareness of the importance of new private investment in agribusiness haa 
been central to this upwRrd trend. 

2. Impact on the Agricultural Sector 

The commodities to be imported under this program will enable 
farmers to mechanize Rnd modernize their methods of production. The 
program will also finance commodities for local private industry to 
produce imp1emento for farmers. It is also expected that irrigation 
equipment and supplies, to increase the efficiency and effectivenes8 of 
the irrigation system, will be imported which should have a favorable 
impact 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 
vacuvatore, 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 preaervation of harvested crops. In addition, 
the food canning and processing sector will benefit from modern U.S. 
equipment imported under thia program. 

3. Impact on Balance of U.s. Pay!ents 

The ahort and lOllg-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 
reinvigorate trade relations with their distributors in P&tistan which 
were badly interrupted by u.s. goods being priced out of the market. 
Future follow-up ordera for machinery and Bpare parts will reoult in 
additional U.S. exports on a commercial basia. 

4. Demand for U.s. Agricultural Co~odities 

The private sector "window" of the ACE Program will permit 
importation of a broad range of &griculturally related equipment. Sinc~ 

most of Pakistan'9 private sector is in aBriculturally related business, 
this insures tbe program 8 very broad market base. Participating banks 
will review equipment financing requesta against three Bcreens: (a) the 
GOP eligible list of imports, which 18 very broad; (b) the A.I.D. 
eligible commodities liat, which is also very broad; and, (c) the 
narrative justification in the loan application which explains the 
agriculturally related nature of the requlrem~nt for the equipment. 

Within this framework, USAID anticipates that very substantial market 
demand for commod1tiea can be tapped by the private sector "window" 1n 
ACE. The U.S. enjoys a reputation for technological supremacy 1n many 
areas of agribusiness equipment, including food processing equipment; 
food pa~king equipment; meat and poultry handling equipment, high 
efficiency irrtgat10n equipment; agrochemical processing and handling 
equipment; and, aoUiC categories of farm machinery. In other areas, such 
as m~chine toola for the agricultural machinery indHstry and processing 
for agriculturally related phartnaceutica.l.a, we share the market with 
other nati.onal fmpplierB, but lIrl!:! competitive on quality if not price. 
In heavy agricultural equipment, the United States is without equal, as 
1s the case in heavy irrigation-related equipment. 

The effective demand for U.s. equipment will reflect a balancj,ng 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 prlcp alone, there would be some 
doubt as to the total demand for U.S. goode under the program. In fact, 
however, the Blape of the drnnand curve f,)r I).S. agribusiness equipment 1n 
Pakistan will be determined at leaHt as much by the fact of U.s. 
~ropr1etary technology embedded in m8n~ U.S. guode and in our quality 
advantage in Rome areas of agricultural equipment. There i8 no way to 
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quantitatively prove a delll8l1d level in the context of a d.ynamic 
marketplace. The Mias10n will, however,. teat the market with a phased 
approach to cr~dit availability. The FY 1984 ACE Progrftm will make US 
$10 million a~aileble through banks to the full univerle of private 
sector borrowers. B.aed on the actual track record of this initial $10 
million tranche, we will phaae the pace of future private sector 
trenches. The financial plan indicate. the pha.iUS which we anticipate 
at the present time, but we are prepared to modify this schedule of 
financing based upon what we learn from the actual response of the mark. 
to the firat year!. funding. 

s. Relat.!onship of Loan Teml to "Market Interellt Rates" 

Any discu8dion of "prevailing market rate. of interest" in 
Pakistan must be prefaced by the .tatemant that interest rates are not a 
significant inatrument for regulating the growth and distribution of 
domestic credit. Direct L~d se1ectiv. credit controls such aa annual 
credit plans are the GOP' a preferred moneta~ tool. The State Bank of 
Pakistan (1.e., the Central Bank) .ets,~nfmuiii--ra.tes -fo-r--deposI'ts--and 
maximum rates on advances. Although banks are theoretically free to pay 
higher rates for deposits and charge lower rate. for advances, the 
crossing nature of the intereBt rate atructure (interest ratea for 
depoQits rise with maturity while tho.e for advancel decline) and the 
relatively low rate of.return available from Government securities used 
to meet minimu. re.erve·requiremeut•. combine to work against au¢h 
deviation from the preacribed rate. and to encourag& ahort-term 
quick-turnover transaction•• 

In the private lIector "Window" of tb~ ACE Progralll, our approach to the' 
interest rate iaaue will be built upon four pillara' 

a. a firm commitment to avoid inducing lIli.allocation of 
investment through wrongly priced capital; 

b. an approach to capital pricing which incorporates both the 
explicit and implicit coats of capital to the borrower (i.e., nominal 
interest rate, local and foreign b.mk1ng feea for documentary credits, 
cost of foreign exchange cover, compenaating balance and other 
side-requirements, costa of U.S.-tied procurement, cost of A.I.D. 
shipping regulations, and the like); 

c. a desire to wory ~lth1n the existing credit system to the 
maximum extent possible. recogn!Eina 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 811 the banks ill the system (both the 
Central Bank as recipient of the A.I.D. loan in the first instance and 
the implementing commercial banks as on-lenders 1n the two-step ~oan 

proc~8B) will have to receiv~ sufficient spread to cover the commercial 
and business risks which they undertake as well 88 their overheads 1n 
operating the program. 
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In summation, the Mission believes that the interest schedule under the 
ACE private sector CIP ~1111 not diutort .investment decisions and will not 
result in an underpricing of capital to iu"eators when ~ll elements of 
capital cost are conotdcr~d. 

D. Water Sector ComtlodH1ec 

1. Equipment for the Provjncial Irrigation Departments (PIDs) 

a. Exc!1vati1fg Machiu£.:J:'y for the Punjab and Sind PIns 

The excnvatln~ machinery to be provided to the Irrigation 
Departments of the Punjab and Sind iu similar to the equipment provided 
for the ISM Project. When equipment requ1rements were develop'ed for the 
ISM Project, the objective was only to 11'''~et: the needs for civil works 
under that Project wiLhout contiidering the cOlliprehensive equipment needs 
of the PIDs. The excavating machinery inc].uded j.n this Program Amendment 
consitutea a small but c~itical contribution to a larger requirement to 
replace equipment that haG been used beyonc its economic life. The 
technical analyses of the equipment described In the ISM Project Paper 
apply equally to thia excavatIng machinery. 

b. Irrigation Pumps for the N~~~~jP-!D 

The f1Ve pumrs provided under tills Pr-:»gram Amendmeut ,\'ill 
replace the cxiating 20-year old pumpo at the Waraak Pump Station in the 
llWFP. The NHFP Irrigation Department hEts been able to maintain 
theeepumps well beyon1 their ecuuomi~ life and hao also performed well in 
maintaining the cnnals into '~lich water ie pumped. 

c. Flood Protection Equipment for the Punjab PID 

This Prograo AL1f~ndmcnt wlll provide a portit'n of the balance 
of eq~~pment that r~malnB to De procured under a 1975 scheme for flood 
protection works in the Punjab. The Punjo'1b Irrigation Department haa 
already procured a major port jon of the needed flood protection 
equipment, and the )epartrnent'n field exp0rl~nce to date indicates that 
the equipment La veroatll~ and Jult9bl~ Zor "~t~ conditions in the 
province. Adequate repair and maintenance facilities aL~ also available 
within the Dnpartment for uuch equipment. 

'j'lle cqulpllicl.lt to be provide l ,: to t]lC Baluchls tan PID to 
flupplerf.ent 5tH f](~ct for nnnllal maintem1.ncc (jf th~ large Kirther- ranal 
System i8 slm~lHr to the Equipment providcct for the ISM Project. The 
technical ~nnlVR~A of the equipment deBrribed in both the FY 1982 ACE 
PAAD Bud tJw ;."{ 1183 TSM I'.:oject Pnper H)ply (~111"Jj.y to thiFl I'qu:f.IJment. 
In view of the iength and oize of thp. Kir~heL Canal System, procurement 
of theae commoditiea if! jlHJ tified. 
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2. Drilling Ri.g! for the Sind Agricultural Engineering Department 

The Agricultural Engineering Department of the Government of 
Sind has had six powerdri11ing rigs since 1966. Four of these rigs are 
stUl in use, but pE!rformance is low due to the age of the machines. 
Only 24 tubewe11s a year are currently being .unk or six tubewel18 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 1n the districts of Dadu, 
Thatta and Karachi in the Sind province. These areas are outdde the 
reach of the canal irrigation system and have Bweet water pockets where 
substantial groundwater ia available. There are, however, deep rocky 
strata 6 to 8 feet below the soft B01l, and 300 to 600 feet of drilling 
i6 required to exploit the groundwater reserves. 

The capability of the Sind Agriculture Engineering Department was 
reviewed in September 1980 by a British team and found to be high. Given 
their ability to keep 15 year old machinery running with only spare parts 
manufactured locally, the new rigs with adequate spare parts should be 
utilized and maintained effectively. 

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

The FY 1982 PAAD Amendm~~t described in detail the irrigation 
system and the institutional netw~rk 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~habilltation 

and adaptive water research and the improved operation, maintenance and 
management of the irrigation system for which the equipment iB 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 
equipmpot which will either replace or augment the eXisting inventory of 
the p,,:-tidf:'llting water rC<learch organiz8tione. In those cases where new 
eqUipment i8 procur~d to asd.st the research entities undertake the 
research agenda planned under the ISM Project, tha Project-financed 
long-term research team of expatriate advisors will aesist their 
respective counterparts in the proper uae and maintenance of the 
equlpro~nt. Where appropriate, spare parts for specific i~em8 will also 
be prOVided to extend the functional life of the equipment. In 
summation, adequate provision has been made under the ISM Project in the 
form of technical aSfJistance and training to ensure the 8ujlabl1ity of 
the commodities to be imported and their proper use and maintenance. 

E. Other Project Commodities 

'nle coromodi ties 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 19B3 FPD Project paper and the FY 1983 ACE PAAD 
Amendment. The institutional setting, technical need for and suitability 
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of the cOllaodities, utilization and maintenance car.-n.b11ities of the user 
organizations, and other tec~nica1 feasibility issues have been 
adequately addre8sed in the respective programm,in$ docullents. 

rirm equipment requirements for the FY 1984 Management ~f Agricultural 
Research and Technology (HART), Baluchistan Area Development (~D), and 
Transformation and Integration of the Provincial AgrIcultural Network 
(TIPAN) Projects are now being defined a8 the Projects approach the final 
stages of design. Th~ Pr.oject Papers w1ll fully document the respective 
institutional setting, technical need for and suitabilitv of the 
commodities, utilization ond maintenance ~apab111tieB of the user 
organizations, and other technical feasibility 18sucs to justify the 
procurement of commodities in support of these projects under the FY 1984 
ACE Program. Illustrative lists of commodities are included in Annex C. 

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

ject, and an il~ustrat1ve list is included in Anne~ C. Commodities in 
b r~ 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 needs ann to justify their 
procurement. The Rural Roads Project Paper, lqhj ch will be f:lubm:ftted 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 caRe of the ISM Project, adequate provido.:! has been, ia being, 
or will be made, depending on th~ stage of design, in the L~~. MART, 
TIPAN, BALAn, and Rural Roads Projects, through technical assistance Hnd 
training, to ensure that all co~moditie9 procured under the ACE Program 
in support of these Pr.ojects are fully justified technically and that 
they will be properly used, maintained, and stored. 

VII. IMPLEMENl'ATION PLAN 

A. Commodity Procurement Plan 

1. Fertilizer 

Procurement of fer.tili~er under both the FY 1982 and FY 1983 
Programs went extremely 8moothly. Therefore, the same procedures 
outHned on pllge8 28-29 of the original PAAD will be followed. Briefly 
stated) the GOP I through the FDFI, will be responsible for the 
procurement of fertilizer with the assistance of SER/COM, AID/Washington 
to ensure compliance with A.I.D. regulations. Tendering and awards will 
take place at the PaklBtan Embassy iII Washington, D.C. In order to 
expedite the procurement process, as in the case of the FY 1983 
procurement, t.he HioB1on will request SER/COM to review the IFB and 
Charter Party used for tre FY 1983 ProgtRlll prf)curef(il~nt of fertilizer and 
to provide recommendations to the HiRa10n 89 to what changes) if any, in 



-67

those terms and conditions .hould be negotiated with FDPI prior to the 
issuance of tender document. for the FY 1984 Program. 

2. Cotton 

Importation of cotton under the FY 1983 Program followed 
essentially the same procedures employed for fertilizer. The GOP, 
through the Pakistan Cotton Export Corporation. was responsible for the 
procurement, with the aBsistance of SER/COH. AID/Washington, and the 
tendering anc:. award phases took place at the Pakistan Emba/;r;:'l 1n 
Washington, D.C. S~nc(~ this procurewe·\(. proct!/Js was timely and 
efficient. requlre~ minimal USAID/Pakistau staff time, and will result 1n 
a rapid disbursement of funds. procurement of the $10 million worth of 
cotton under the FY 1984 Program will follow the same procedure. 

3. Water Sector Co~nodit1es 

Aa discussed in Section VI.D. Bnd deacribed more fully 1n Annex 
C.2., the water sector commodities to be procured under the FY 1984 and 
FY 1985 P~ograms consist of six different categories, comprising over 100 
individual line items, vaJued 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 these items. 
Preparation of specifications for the remaining equipment to be procured 
in FY 1984 should be completed within the next several months. A 
definitive list of items and specifications for the $6 million worth of 
ISM research equipment, to be procured under thp FY 1985 Program, will 
not be BvaUllhle bnfore n(~c.elJlbf,r 1984, by whIch tIme the ISM research 
def.tniLlo11 team 18 expected to complete He 8Asesmllent lind recommend a 
long-term water research agenda for the ISM project. 

For ~OlD'~ of th(~ categodeu of commodities, such as the irrig;Hion pumps 
for the NWFP pro and the drilling rign for thf' S.i.nd PID, the H1.9810n may 
request SER/COM to asaiat the GOP to pr.Ol.:lIr<~ thee£'. items, following the 
same procedures employed for fertilir.er thr011Rh the Pakistan Embassy 1n 
WAshington, n.c. Thin IlIlm£> procedure may alloC' be employed to procure the 
excavating machint>ry lor t!H' PlInjab and Sino I'T fiB (l liue Hems pItH! 

apare parta) , t)\l~ ilood iJrnll:t:Uon equ.1pment J 01' the Pun.tab PID (10 line 
items pluE:l spare plHtR) t <lnri/or the construct IC'1l mac11~rll'rv fOT the 
BaluchistAn rID (9 line ltemH plua spare parta). 

Alternatively, all or some of the above items may be combined and 
procured using the Bame procedure ~Iich was followed under the FY 1982 
Program for the procurernpnt of irrigation equipment. This procedure, 
which involved the URe of Procurement Services Agent:a (PSAa) , aelected 
under competitive procedures and hired under hoat country contracts, wit}, 
USAln/Paklatnn nctlnR aA Agent of the GOP) hua proven to be an effective 
lInd Ilppr(lpr:t~tc mechanism. This ia eapec:1ally the case when the 
procurement involves a largl! number of individual line items, many of 
which: need to be manufa~tured rnther than being sh~lf itemH; 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 1n June 1984. 

4. Other Project Commodities 

a. Forestry Planning and Development 

Of the $2 million worth of commodities to be procured, the 
ea~thmoving and land clesring commodities (7 items and spare parts) and 
the tractors for th~ nurseries, which are vhlued st $1.7 million, will be 
procured by the GOP with SnR/COM assistance through the Pakistan Embassy 
in Washington, D.C. The remaining $300,000 worth of nursery, research 
and analytical, and watering commodities, comprtRing ah0.tL 50 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 prerdre specifica~ionB for these commodities. 

b. Management of Agricultural Research and Technology 

As discussed previously and documented in Annex C.6., the 
commodities to he procured for the '~RT Project consiut of over 100 line 
items valued at approximately $2.5 million. Preparation of 
specifications i8 expected to be completed, with the assistance of 
expatriate consultanto, by September 1984. Procurement will be 
undertaken by the Pakistan Agricultural Research Council (PARC) , the lead 
implementing agency under the MART Project. PARC, through ita 
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 experience gained and leSRons learned from the 
implementation of the Agricultural Research Project commodity procurement 
process shoJld greatly facilitate the smooth and timely procurement of 
commodities for the MART Project. Accordingly, PARe, with the assistance 
0f the USAID/Pakistan Mission, will be responsible 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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c.	 Transformation and Integration of the Provincial 
Agricultural Network 

Procurement of the $1 million worth of commod:f.t1es in FY 
1984 and the t4 million in FY 1985 for the TIPAN Project will be 
undertaken by the University of Illinois, which was competitively 
selected dnd 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 types of commodities required for the project. including 
experience with A.l.D.-financed procurements. In addition, for some of 
the items to be procured, the University has indicated that the special 
discount .stes accorded to it by suppliers will he obtained for the 
A.I.D.-financed commodities. ACE Program funds will' be added to the 
University's existing Federal Reserve 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 Devel~rment Project 

C~)Jl9ultaTltf-; ll~e (Jow in-country to Bssist the Mission and GOP 
to finalize the list of commodities and develop specifications. TIle 
commodities, which are valued at $3.2 million, arl! likely to consist of 
road maintenance pqu1pmen!, heavy equipment apareu, and miB~ellaneous 

hydroJogical and ~~ng:in(~ ~r.tJlg equipment. Beccl:ll1(' 01 i:ht (Hverslty of the 
items involved, LIlia procur~ruent rony be undertaken by the GOP with the 
assistance of n PSA. Alternatively, depending on the final composition 
of the commodity liot and diacuoaions between SER/cOM and the Mission 
regarding workload and the Dcheduling of other commodity procurements 
requiring SER/cOM RRRlatance, nIl or some of the~e items mny be procured 
by the GOP wi til the MHI' At ..mc~~ of SER/cOM Lhrougll the Pakistan Embassy in 
Washington, D.C. 

A preliminary list of the commodities which are likely to be 
procured under the FY 1~185 ACE Program in support of this project is 
included in Annex C.7. Depending on the nature and number of commodities 
to be procured, one of the two alternative procurement approaches 
described above for the BALAn Project will be used to procure these 
commodities. 

Procurement of lIll ProJf~ct commodi ti('(l w1l1 be coordinated to ensure 
economieb of Bcale in the pro~urement process. For example, where 
approprln tf! and feaoJble, commodities from neveral projects may be 
procured by the RPme PSA and lor IFBs iAsued by the Pakinton Embassy in 
Washington, D.C. roilY J.ndurlc rlimilllr connnod1tleo for Reveral different 
projects. Final deciaiona regarding the moat appropriate procurement 
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approach will be made during implementation, taking into account when 
lists of commodities are finalized and specifications prepared and the 
work schedules of Mission, SER/COM, and host country as" well as Pakistan 
Embassy officials. 

B. Private Sector CIP 

1. CIP Setting 

Funds provided under t~e private sector CIP will be made 
available to participating commercial banks in Pakistan. The local 
participating banks will he responsible for ensuring that their customers 
purchase only eligible commodities which will contribute to agricultural 
development anrl utilization of agricultural products. '" They w111 also be 
reaponaible for ensuring that the commoditie8 are purchased in accordance 
with A.I.D. and GOP regulations and shall also comply with repo~ting 

requirements. USAID/Pakiatan will opot-check the performance of the 
banking institutions. 

2. Past. Experle~~ 

Funds similar to the private sector CIP have not been made 
available by A.I.D. in Pakistan since the early 1970's. However, loans 
to the private sector have been made for some time by other donors. 
Large contributors have been the World Bank and the Asian Development 
Bank. In addition, mal1Y 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 totallin8 US$ 454 mi.llion 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 US$ 100 
million loan to finance acti.vltea in the private industrial sector. 

The Asian Development Hank has prOVided US$ 198 million in loan funds to 
the private sector via public sector lendinR agencies. Currently, the 
ADB is interested in expanding its level of activity in this area and is 
investigating wayu to make funds directly availnble to private firms. 

As a result of thcBe efforts, a clear precedent has been establiahed 
which provides the general basis for foreign loans 8,td a useful framework 
for the proposed ACE Program private sector CIP. While each donor loan 
has &pecific implementation procedures, moat follow the general pattern 
described below. Donor funds are loaned to the GOP on negotiated terms 
and conditions; these loans are tranaferrp.d directly by the GOP or State 
Bank of Pakistan (SBP) to Designated Financial Institutions (DFIs) or 
NatiollflHzed Commercial Bllnks (NCBa). 
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The DFIs and NCBs act as the implementing agents of the loans, conducting 
project appraisals, reviewing borrow~r credit worthiness and being 
responsible 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 is responsible for ~epayment of his loan. 

Wcrld 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 objp.ctives: 

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

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 c~iteria by expanding the sources of 
financingj 

c. remove operating anoma1:fes which hamper competition among 
DFIs; 

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

e. strengthen individual institutions through technical 
assistance prng~~mo; Rnd, 

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

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

3. Procurement Plan 

The A~E Pro~ram private sector eIP will operate with a 
restricted commodity eligibility listing confined to Schedule 6 of the 
A.I.D. Commodity Eligibility List except where the GOP prohibits their 
importation. If import£'Ts r!esire to purc)Plse commod1ti~s under other 
schedulcH, USAI D ~lill have Lo determine their 8uitabili ty under this 
program. 

Announcements in local paper6 will advise the Pakistani private sector of 
the availability of AID funds for procurement of agricultural machinery 
and equipment from U.S. oourcea. USAID/Pakletan will also request 
SER/COM, AID/Wa~hington 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 P~ragraph 201.23, Informal 
or Negotiated Procurement Procedures. Negotiated procurement shall be in 
accordance with good commercial practice with the solicitation of offers 
from a reasonable number of suppliers. Participating local banks will be 
reBponsib~e for ensuring compliance with this requirement. 

When PakiAtani licensed distributors of u.s. manufacturers purchase 
commodities from their principals, as authorized under Paragraph 
201.23(e)(i), the distributor does not have to solicit offers from other 
than his principals. Compliance with Regulation I Pricing Regulation 
will be monitored by SER/COH, AID/Washington. 

Participating banks will be provided with copies of A.I.D. Regulation I, 
A.I.D. Commodity Eligibility Listing, and A.I.D. Commodity Procurement 
Instructions (CPI). A aeminar will be arranged by USAID/Pakistan for 
participating bank official a 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.I.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 
sector CIP program. 

4. Procedures 

The Economic Affajrs Division of the 1'l1nistry of Finance and 
Economic Affairs will designate by name thone participating banks in 
Pakistan which will be authorized applicants for ACE Program funds. 
Unleas otherwiae 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 firat-come, firat-aerved basis. USAID/Pakistan will 
then issue a countersigned Project Implementation Letter (PIL) to the 
Economic Affaire DiviBion, which will elaborate on all pertinent A.I.D. 
requirementB 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 Inatruction (Cpr); a copy of A.I.D. Regulation 
No.1; and, Schedule 6, A.I.D. Commodity Eligibility Listing. 
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The Economic Affairs Division will sign and submit to USAID/Pak1stan 
Financing Requests, naming each of the participating banks as designated 
applicants. Based on these Financing Requests, 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 against 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 select the offer best suited for his ne~ds. He or 
his bank will tnen file an application with the Chief Controller of 
Imports and Exports for an import permit under this Program. He will 
submit all offera he received together with his permit to the 
participating bank in Pakistan with a requeat 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 hy its corrcHponding 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 PaklstRni bank by the U.S. bank with copies to the 
USAID/Pakistan Controller. The importer will receive the documents from 
the participating bank in Pakistan and clear the goods through customs by 
paying the prescribed import duties. The importer will pay the local 
bank counterpart funds at predet~rmined 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 
montha 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 obliBated in FY 1984 should be fully disbursed by July 
1985, it is 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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lists 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 Are3ndment will 
be signed no later than July 15, 1984. A provisional schedule is aleo 
provided for FY 1985 project commodities. 

1. Fertilizer and Cotton 

On the aSHumption that the Conditions Precedent are met by 
August I, 1984, the Mission 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 
issued 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 Is 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 (P1L), 
Commodity Procurement instructions (CP1) issued, a seminar for 
participating bank officIals held, advertisements placed in the local 
newspaper regar.ding the availability 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/COMa 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 ~illion allocated for this program 
should be fully disbursed by July 1385. 

3. Project Comu~dities 

On the assumption that firm lista of commodities and 
specificatiun" 1l1.1Vi.! been finalized and agreed to by September 30, 1984, 
it is anticlpnted that preparation of the tender document(s) should be 
completed by November 30, the tenders i9sued by December 15, awards made 
by March 31, 1985, and that ell commodities will have arrived in-country 
by S~~tember 30, 1985. 

b. T1PAN Project 

For the ~1 million worth of commodities to be procured under 
the FY 1984 Program, it i8 anticipated that firm lista of commodities and 
specifications should be prepared hy July 30, 1984, that funds will be 
added to the University of 1l1inoi8' existing FRLC in Augul~, and that 
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all commodities should arrive in-country by March 1, 1985. Firm lists of 
commodities to be procured U~'ler the FY 1985 Program should be available 
by March 1985, and all of these commodities should arrive in-c~~ucry by 
December 1985. 

C. Water Sector Commoditiea 

Specifications for the irrigation pumps for the NWFP PID and 
the drilling rigs for the Sind PID should be sent to SER/COM, 
AID/Washington by August 30, 1984, with the issuance of tenders 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 pre~ent time, the Mission plana 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 liats of equipment and specifications for the research equipment 
Eor the ISM Project to be procured under the FY 1985 ACE Program are not 
expected to be available and agreed to bef.ore 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 
selected and hired under a host country contract. 

d. FPD and BALAD Projects 

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

The remaining $300,000 worth of FPD commodities, the $3.2 million of 
BALAD commodities, aud the $8 million worth of water sector commodities 
described in paragraph c. above will more than likely be procured by a 
PSA. It Is anticipated that th~ Request for Propova1s (RFP) for the PSA 
procurement will be issued 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 he procured by a PSA. It is 
projected that a PSA will be contracted by December 1985, and the 
commodities should arrive in-country by September 1986. 
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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 Oil Stock and Trade Management Stu~ 

A scope of wcrk for a 4-5 person team to undertake this study 
was cabled to Washington in March 1984. USDA/OleD is' currently in the 
pro~ess of identifying and recrlJiting 4 members of the team, and the 
Private Enterprise Bureau (PRE) in AID/Washington has been asked to help 
recruit a suitable 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 also be financed under the Project 
Design Fund, should be available for discussion with the GOP by October 
1984. 

3. Food Grain Modeling and Ration Shop Studies 

These two studies will be implem~nted as part of the Special 
Studies Program under the Economic and Policy Analysis Component of the 
recently approved F00d Security Management Project (391-0491). Both 
studies will be undertaken by the International Food Policy Research 
Institute (IFPRl), and ~ach will require about two years to complete. 
These studies are not scheduled to b~gin before January 1995, which means 
that the final results of the studies would not he available before 
January/February 1987. 

4. Agricultural Date Collec~!v~ System Analysis 

This study, which is a :>re-implementation activity of the Fllod 
Security Management Project, will be undertaken by a 2 person team from 
the USDA/Statistical Reporting Services (SP'S) for about six weeks 
beginning in May 1984. Rep.ultB of the study, which will be financed 
under the Project Design Fund, a~ould be available by August 1984. 

E. Admini8~rative and Monitoring Arr~nae~~~ 

The administrative and monitoring arrangements described on pages 
33-35 of the original PAAD have pi'oved to be effective and will continue 
to be u~ed. Overall project monitoring reApw 1,1b111ty resides in 
USAID/Pak1atan's Office of Agriculture and Rnral D~velopment (O/ARD). 
The Office of Project Development and Monitoring will have primary 
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responsibility for the procurement of all commodities, and the Executive 
Office, through ita 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 Financial Management will be 
responsible for undertaking end ~se audits on a periodic basis, and the 
Office of the Director and the Office of Program will assist O/ARD with 
policy and ~acroeconomic considerations related to the ACE Program. The 
Office of Program will also provide assistance to O/ARD in the area of 
evaluation. 

It ~s antlcipated that SER/cOM, AID/Washington will continue to play a 
maJor role in assisting the Mission implement the ACE Program. 
Representatives of SER/COH will be called upon to work with the Pakistan 
Embassy in Washington, D.C. to prepare tender documents and make awards, 
to develop and/Qr review specifications for certain commodities, to 
review tender documents, to prv<ide advice and/or participate in the PSA 
selection and contracting process, and to participate ae necessary in 
program evaluations. USAID/Paklstan will also continue to seek SER/COM 
advice and assistance in the implementation of the private sector ClP. 

USAID/Pakiatan's re6ponslbilities with respect to the implementation of 
the private sector CIP will be as follows: 

1. Provide all participating banks with copies of A.I.D. 
Regulation 1, A.r.D. Commodity Eligibility List, and A.I.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 p~ogram; 

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

5. Spot-check individual transactions except where USAID/Pakiatan 
approvals are required as indicated previouBly. 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. Ensure that arrival accounting procedures in accordance with 
US~lv/Pakiatan Manual Order N0. PAK-754.1 dated October 26, 1983 are 
followed; and, 

A. Ensure compliance with the cargo preference provision, which 
requires that at least 50 percent of the total vnlue of commodities 
procured under the ACE Progr~m 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, selective monitoring of intermediary warehousing 
of A.I.D.-financed fertiUzer lIill be undertaken. Upon the arrival of 
each shipment, despatch plans will be obtained from PDF!, a random sample 
of warehouses in all four prOVinces will be selected, and field visits 
will be made to ascertain the adequacy and quality of storage. In so far 
as possible, staff of USAlD/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 
salea proceedo. The findings and recommendations of this evaluation were 
incorporated into the design of the PY 1983 PAAD Amendment and have also 
been taken into account in the design of this FY 1984 - FY 1986 PAAD 
Arnendmen t • 

The next formal external evaluation is 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 mechanisms. Th~ evaluation will 
serVe as the basis for the preparation of 11 possible ACE PAAD Amendment, 
covering the period fY 1987 - FY 1990. By November/December 1986, all of 
the commoditieo imported under the Program, up to and including the FY 
1985 tranche, will have ~eached their ultimate destination in the 
provinces; many if not all of the key policy studies will have been 
completed or nearing compJetion; and, implementation of other major 
A.I.D.-financed agricultural sector projects will be well along. The 
proposed evaluation will i~clude a critical review of the following: 

1. Progress made toward achievement of the purposes of the 
activity (actual compand/ loti th plElnned performance); 

2. End use of imported commodities; 

3. Quality and usefulness of p:,licy studies; 

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

5. Programming and use of generated rupees; 

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

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

8. Rapidity of disbursements; 
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9. A.I.D. and GOP collaboration and the ro1e(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.l.D.-financed projects in the 
agriculture sector for measuring beneficiary impact and changes in 
agricultural productivity; and, 

12. Unanticipated problems. 

This proposed evaluation should be completed in a period of three weeks 
by a thr~e-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 as Bess two specific elements of the Program 
during the life 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, prior to the obligation of funds in 
FY 1985, the Mission wjl1 undertake an evaluation of the private sector 
ClP component of the Program, with the assistance of either a SER/COM 
representative or an, appropriate USDH from USAID/Cairo who is involved in 
the implementation of the private sector CIP in Egypt. This evaluation 
will be designed to assist the Mission to determine whether to continue 
funding t.he private sector err program and at what levels, and to 
identify the need for changes, 1f any. in eligibility criteria, 'lending 
term8, 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 funda, this evaluation will have to take place iu 
January 1985, after only six months of actual implementation experience. 
The evaluation will focua on the following factors: 

1.	 Rapidity of disbursements; 

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

3.	 Examination of those loan applications which were turned down, 
including an analysis of the nature of the commodities 
requested, the loan applicant, and the reasons for the loans 
being refused; 
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4.	 Analysis of program beneficiaries; 

5.	 Adequacy of administrative and financial procedures; 

6.	 End-use of commodities; and, 

7.	 Performance of b~nks 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 1996 period by loan/grant 
split, respectively. As discussed previously, depending on progreds on 
the policy front and the private ClP, the Mission's approach in the 
outyears will be to allocate an increasing proportion of the program to 
the private sector ClP component and to maintcin approximately the same 
level of fertilizer imports, while at the Bame time reco~lizing the need 
to remain Bufficiently felxible to respond to balance of paymenta 
requirements and the possible need for additional project commodities 
over the next three years. 

B.	 Obligation and Disbursement Schedules 

The Mission proposes to obligate $70 million, $60 million, and 
$50 million for the ACE Program in FY 1984, FY 1985, and FY 1986, 
respectively. Por the FY 1904 program, if the Program Agreement 
Amendment is signed no later than July 15, 1984, lt i8 anticipated that 
fertilizer and cotton commodity and freight Letters of Commitment 
(L!COMs) will be loBued 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 &hipmenta to Karachi will be completed by 
January 1, 1985 and disbursements of approximately $40 million made by 
February 1. 1985. 

For the private sector elP component, it is anticipated that L/cOMR will 
be established by December 31. 1984 at the corresponding U.S. banks 
designated by the participating banks in Pakistan. When the 
participating b~nk in Pakistan opens a Letter of Credit (L/C) in favor of 
a supplier, the corresponding bank in the U.S. will confirm this Llc and 
pay the U.S. supplier at sight against presentation of the required 
do~umentation. TIle bank ill the U.S. will then submit a voucher to 
FM!AID/W6shington for reimbursement out of program funds reserved for the 
L/eOM. If demand for theBe 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 Foa 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 ClP 10.0 

4.	 Water Sector Commodities 

a.	 Excavating Machinery for the Siijd and 3.5 
Punjab Irrigation Departments !/ 

b.	 Flood Protection Equipm~nt for the Punjab 3.3 
Irrigation Department !/ 

c.	 Irrigation Pqmpa for the NWFP Irrigation 1.0 
Department ~/ 

d.	 Construction Machinery for the Baluchistan 1.2 
Irrigation Department 

e.	 Water Dr1111ng Rigs for t;he Sind Agricultural 1.2 
Engineering Department !/ 

5.	 Other Project Comma 'itieB 

a.	 FOrPfltry Plannin I lnd Development !/ 2.0 

b.	 Manugement of Agr1 cultural Reaea.rch and Technology 2.5 

c.	 Transformation and Integration of the ~ I 

Provincial Agricultural Network 

d.	 Baluchistan Area Development 3.2 

6.	 Other Costa (including, but not limited to, 1.1 
PSA fees, 1nlBnrl trunnportation, and other 
allowable costs) 

TOTALS: 30.0 40.0 

a/	 Procur~ment of these commodities was originally contemplated using FY 1983 
funds bllt waD deferred to FY 1984 to allolf 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 S Million)
 

Fiscal Year 
Program Component 1984 1985 1906 Total 

LOl1n Grant LOl1n Grant Loan Grant Loan Grant 

Fertilizer 

Cotton 

Private ClP 

Water Sector Commoditiea 

ISM Project 

FPD Project 

MART Project 

TIPAN Project 

BALAD Project 

Rural Roads Project 

Other Coate 

10.0 20.0 28.0 

10.0 

10.0 

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/COMa 
should be issued in favor of Buppliers for the drilling rigs and 
irrigation pumpe and in favor of the selected P:~(B) to cover their fees 
by January 1985. For the commodities to be procured with the assistance 
of PSAs, all L/COMa 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 commodit:fes 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 ~roject 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. Wh:f.le this has not been found to be necessary for such 
items a9 fertilizer and cotton, A.I.D. financing of inland transportation 
for project commodities to be used in the provinces has proven 
instrumental in expediting the d~livery of these commodities and in 
eliminating unnecessary and burdensome administrative and management 
procedures. As necessary and appropriate, therefore, A.I.D. will 
continue to finance inland transportation of imported commodities under 
this Program and other selected allowable costs for commodity-related 
serviceo. 

U. Local Currency Generations 

Section 609 of the Foreign Assistance Act (FAA) requires that the 
recipient country establish a Special Account for commodities to be 
furn1.shed with Economic Support Funds (ESF) on a grant basis under 
arrangements which reRult in the accrual of proceeds to the recipient 
country from the sale of such imported commodities. Under the FY 1984 
Program. of the $40 million in ESF grant financing, only the $20 million 
allOCAted for fertilize~ fn]10 within this legislative requirement. No 
8"Je or Rccrual of pruccerlfJ, as contemplated under FAA Section 609~ will 
uccur tOL irrigaLion/water sector equipment and other project commodities 
imported unuer the pr08ram since the GOP does not "sell" these 
commodities to tile provinces nor 1s th~re an "accrual of proceeds" to the 
GOP from the transfer of theBe commodities to the provinces. Based on 
negotiations with the GOP, the HiBRion hAS alBa concluded that, in 
contraat to the FY 1982 and FY 1983 Programs, rupee generations from ESF 
loan'-finllllceri commodities wi 1.1 nol be included in the Special Account. 
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Accordingly,only rupee proceeds from th~ sale of FY 1984 ESF 
grant-financed fertilizer will be deposited in a Special Account. The 
GOP and A.I.D. will meet not less than every six months. to review the 
uses to which these rupees from the Special Account are being or will be 
put. The f~rBt meeting will be held ~ithin three ~onths after the 
generation of rupees from A.I.D. grant-f1nancbd fertilizer in FY 1984. 
As long as a balance remains in the Special Account, the GOP will provide 
semi-annual reports on how the proceeda have been used. The first report 
covering deposits and withdrawals through March 31, 1985 will be 
submitted to USAJO/Pak.latan no later than September 1, 1985, with 
subsequent reportll due llt elx month in!·erva].B. 

Under the FY 1985 and FY 1936 ACE Program5, only rupees accruing .from the 
sale of imported grant-financed com.moditir~s will be deposited in a 
Special Account. 

E. Methods of Implementation lind Finandng 

The use of direct r./COMa to suppHer/i (and direct reimbuTsement 
for local coat financing) 1s contemplated for moat financial transactions 
under this Program, (See Table 17), which 1a cons1etent with the 
preferred methods of financing as contained in AlD l 8 Payment Verification 
Policy Implementation Guldance dated December 30, 1983. Procurement of 
TIPAN Project commodities will be undertaken by the University of 
Illinois under ito edB tins FRLC. As shown in Table 17, if PSA( s) are 
used (see items 4 - 7 in Table 17), direct L/COMs will be issued for the 
PSA's fees while bank L/COMs will be uAed to finance the commodity 
costs. Bunk L/COMs and L/Cs will be utill7.ed for the private sector CIP 
because of the anticipated large volume ot lndividual transactions. This 
1s consistent with Po'! {r.v Statement No.4 ')!1 p.:1W! 3 of tile Guidance which 
reads: 

"As part of the assessments under 1. above, a justification is to 
be provided whenever the Mission proposes uoe of the bank letter 
of commitment '·atlter. thHn the direct letter of .:ommitment except 
for ClP and project commodity f1nancin~ for which the Mission 
anticipates a l"Jrollferation of invoicP-R." 

In accordance ·~1th Policy Stlltement No. 15 of the rit:!dance, a commodity 
arrival accounting system haa been developed at USAID/Pakistan and was 
published in the form of II M:10610n Nanl.lal (lrdl'r In :Jctober 1983. A 
Commodity Control Unit (CCU) has been established in the Mission's Office 
of Mnnagement (OlEXa) to 1mpiement this nystf'rn. Bl.IHNl on experience over 
the Jant six montha, the Mission 18 sotiBfied that the procedures being 
employed arc adequate to ensure that A.r.D.-financed commodities are 
properly accounted for. In addition, the MiA9lon's Office of Financial 
Management (o/nO, wHh the assistance of t:h,· MtHsion' a Regional Affairs 
Officers and Llalaon Off~cerB in all four provinces has instituted a 
program of ond-unc chf>cka o,.,hJ cll will be und,~ r tALen ~Jn II perlocHe bards 
throughout tile 11 ft· /If the Program. 
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METHODS OF IMPLEMENTATION AND FINANCING
 

Category of Method of Method of Approximate Amount 
Commodity Implementation Financing (In $ MUlion) 

Loan Grant Total 

1. Fertilizer Host Country Direct L/cOM 68.0 22.0 90.0 
2. 
3. 

Cotton 
Water Secto~/· 

Host Country 
Host Country 

Direct L/cOM 
Direct L/cOM or Bank 

10.0 
12.2 

lO.O 
12.2 

L/cOM if PSA used 
4. ISM Project Host Country Direct L/cOM or Bank 6.0 6.0 

L/cOM if PSA used 
5. FPD Project Host Country Direct L/cOM or Bank 2.0 2.0 

r.lcoM if PSA used I 
6. BALAD Project Host Country Direct L/cOM or Bank 3.2 3.2 CD 

V1 
L/COM if PSA used I 

7. Rural Roads Project Host Country Direct L/cOM or Bank 3.0 3.0 
L/COK 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 Couni:ry Direct L/cOM or 2.5 2.5 
(PARC) Direct Payment 

11. Other Costs Direct Payment 1.1 1.1 

TOTAL 123.0 57.0 180.0 

al	 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 
under the ISM Project. If the latter method of implementation is used, the method of 
financing will be through the University's FRLC. 
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IX. CONDITIONS, COVENANTS, AND NEGOTIATING STATUS 

A.	 Conditions Precedent 

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

Prior to the first di8bur~ement under the Second Amendatory 
Grant and Loan Agreement, or t~ the issuance by A.I.D. of documentat~Jn 

pursuant to which such d1sburaement will be made, the Borrower/Grantee 
shall, except as the parties muy otherwise agree in writing, furnish or 
have furnished to A.l.D., in form and substance aatisfactury to A.I.D, 
within thirty (30) daya after the aigning of the Second Amendatory 
Agreement: 

a. a written opinion of Counael acceptable to A.LD. 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 oDligation of the Borrower/Grantee in 
accordance with all of ita terms; and 

b. except for fertilizer, cotton, forestry commodities, and 
irrigation equipme~t fo~ 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 documents 
together with a specimen signature of each such peraon certified as to 
its authenticity. 

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

Prior to any disbursement under thp. Second Amendatory Grant and 
Loan Agreement for fertilizer or to the issuance by A.I.D. of 
documentation pursuant to which ouch diHburaement will be made, the 
Borrower/Grantee shall, except as the parties lIlJ.ly otherwise agree in 
writing, furnish or have furnished to A.I.D., in form llnd substance 
satisfactory to A.I.O., within thirty (30) nays after the signing of the 
Secoud Amendatory Agr~ement, documentation providing assurances that: 

(a) no leBu 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 allocations among 
!'rlvate aeetor distributor" will be made in accordance with each 
distributor's share of production of nitrogenOllA ferti.li?ero. The 
Nat~onal Fertilizer HnrkeLing Ltd./Nntlonal fertilizer Corporation 
(NFML/NFC) ahall not be Includr.rl as B private sector distributor for 
purposea of theae calculations but shall receIve its allocation as part 
of the percentage allocllted to the public 'ler.torj 

(b) Unlfo~m incidentals will be allowed for all distributors 
of i~1ported fertilizer", bc they public or private scctorj and, 
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(c) The Borrower/Grantee will take into account the 
requirements of private sector distributors in the Borrower/Gr~ntee's 
plans for the importation of fertilizers. 

3.	 Condition Precerlent to Disbursement for the Private Sector 
Commodity ImpoLt Program (CIP) 

Prior to the disbur~ement of funds under the Second Amendatory 
Grant. and Loan Agreement fo~ the private sector CIP component or to the 
issuance by A.I.D. of documentation pursuant to which such disbursement 
will be made, the Borrower/Grantee will, except as the parties may 
otherwise agree 1n \olriting, furnish or have furnished to A.loD., in form 
and subHtance sutiafactory to A.I.D., within sixty (60) days after the 
date of signing of this Second Amendatory Agreement, the names of 
participating bnnkR in Pakistan and the ~rr1tten co..,currence 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 partid.pating 
banks. 

B.	 Covenants 

1.	 Use of Sale Proceeds 

Except as A.I.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 special sub::ddiary account to be named "USAID Programme for US FY 
1984". 

Funda in the special HuhRidiary account may be used for development 
purpoaeo in such areaa as agriculture. rural development, water 
resourc~s. energy, population, education, health and. where appropriate, 
may also be uBed to reduce opium poppy production. The rupees deposited 
in the special Rubatdiary account may alao be used to pay U.S. 
administrative COBto in Pakistan. 

2.	 Reporting 

As long as balllnces remain in the special subsidiary account, 
the Borrower/Grantee ahall provide to A.I.D. semi-annual reports on the 
balances remaining in the account and the withdrawals and uses of the 
funda from that account during the current reporting period, with the 
firat rf~.·Jort. covering deposits and withdrawalfl through March 31, 1985 to 
be provided by September 15. 1985. 
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b. Shipment and Distribution of Commod1tie~ 

Except a8 A.I.D. may otherwise agree in writing, the 
Borrower/Grantee Rha11 furnish or have furnished to A.I~D. quarterly 
reports as to the shipment and distribution of Borrower/Grantee procureG 
co~~oditie9, including but not limited to fertilizer and cotton. Said 
reports shall contain, at a minimum, the following information: 

t. 8h!pment: Name of Vessel, Description of Cargo, 
Manifesteu Q~~ntity of Cargo, Actual Date of Arrival of Vessel, Quantity 
of Cargo Discharged, Quantity of Cargo Despatched, Shortage or Excess of 
Quantity Discharged and/or Despatched. 

ii. 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 on 
the particulars of the private sector CIP component but has not yet 
received official GOP concurrence with several of the characteristics of 
the proposeci program. For example, the GOP 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 ceilings 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. h anticipate reachin~ 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 counterslgned PIL, prior to the disbursement of funds 
for the program. 

Similarly, the Misoion has been actively pursuing discussions with the 
GOP regarding its performance on agreed upon policy actions relating to 
the privatIzation of fertilizer marketing under th~ FY 1983 Program and 
is in the procees of negotiating a set of policy implementation actions 
in this area for the FY 1984 Progrum. ~lile we e~pect to reach 
Bubst.lntial agreement with the GOP on these matters prior to the signing 
of the Program Agreement Amendment, a Condition Precedent to disbursement 
for fertilizer proc:urem~nt will be included in the Program Agreement 
Amendment which ,~tll require that the GOP provide written aoaurance that 
the agreed upon policy meaaurea under the FY 1984 Program will be 
implemented in p~: 1984/1985. 

Th~ 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, 
USAIO/Paklstan will incorporate into the Agreement Amendment appro~rlate 

language to ~over these terms and conditione. 
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o 1?£~11Z MAR 82 
F~ ~}C~TATF WASHrC 
TO AMEMFA~SY I~LAMAFAD IMMEDIATE 6691 
FT 
UNCIJS STATE ~EC566 

ATrAC 

LO. 12ef~: N/A
 
TMlr:
 
snr.TFCT~ APAC REVIF'I,', AGRICULTURAL COM~ODITIES AND
 
EOtlIFMENT PAAD (3~1-C74(8)
 

APAr qFVIEWEf FAAD MARCH 10, 19S2,AND AGREED no
 
nECOMMEND APFROVAL FY A/AlI. MISSION IS
 
r.ONGRPTtTLP.TEt eN SUPMISSION OF AN EXCELLENT PAPER WHICH
 
FFFF.CTI VET.Y PRESENTS PURPCSES t CONTENT AND IMPLEMENTATION
 
PLA~. tFSCRIPTICN OF POLICY CONTEXT, IN PARTICULAR, GOE~
 
PFYONr WHAT AFAr EXPBCTED AT TIME OF PID REVIEW. FOLLOW

ING APr MAJOF PROGRAM I~SUE8 WHICH WERE DISCUSSED AT THE
 
MFfTING:
 

1. FlINtI NG ALLOCATION (FERTILIZER VS. EQUIPMENT): IT 
~AS NOT1~ THAT WHILE FAAD-FACFSHBFT (WHICH IS THE • 
AtJTlIOPIZING tCClJ~11NT) rOES NOT EXPLI-cITLY ALLOCATE FUNDS 
A~ ~~T~FEN T"~ MIJOR CATEGORIES OF COMMODITIES, THY EODY 
OF TPE PAPER DOEf. TO ADD AN ELEMENT Of FLEXIBILITY IN 
TQF PAPFR ANI ~AKF IT CONSISTENT Wi~H T~E FACESHEET, A 
SFNTENCE WILL BE AtDFt ON PAGE 3 INDICATING THAT EXPfCTEn 
ALLorATTONS ARF ftlllJECT TO CHJ.HGE IF CONDITIONS SO 
~AoqArT. ANN~X F, PAGE 2, WOULD ALSO HAVE OTE EXPECTEt 
U~CTI ADDED F1FORE OTE ALLOCATIONS FOR THE F1 1982 
l'RCGFAM • • • ll~I)Tf. 

2. POLICY DIALCGUF: ASIA P.UREJ.U AND PPC ltAVE HD RECENT 
FXCP/~GFS R~GARrING THE DFGREF TO WHICH POLICY CON~ItERA-
'PIOU: ARE .ADfRlsn.. D PY THIS PROGRAM ANt THF. WAY THE 
prLTCV LIALOGUF WILL FF CARRIED OUT, CVqTIS WILL CA~~! 

r.OPlr~ or ~EJ.fVP.NT MF,110S. PAAD DF,SCRI'BES MISSION'S 
AflPPOACH TO FOLICY ANt ATlEftS INTENDED FOR FURTHER 
FYAMTNATION. Alt/W WOULD LIKF 1'0 PE APPRISED OF PROGRFSS 
MftU. A~ THE HIOCEfS GOES ON AND TO HAVE ANOPPORTUNI1'Y-TO 
CO~~}NT AS APfROPFIATF. ~PF.CIFICALLY,-PRIOR TO FOR~A1 

~'FG(~'Trp.T10NS cOtJCrnNING THF NEXT TRANCHE OR TRANCliF.f AtH 
n.'IEPMI'IiATION OJ' AN! CONDITIONS (NEICH MAY FE INCLUr,l:D IN 
THY rAAIJ AME~lrMENT, Wl, RfQIJEST THA'r MJ~~ION-TRAN~MIT N 
ItHowlATION CftTLF ON T·lIESE MATTF:JLf. ~'FWOTHr. HOPE TPf,T 
IY LYCF~EFR ~J~SION WILL RAVE DELINEATED SPECIFIC-ARES 
'JiHP'F CHANGE,S IN l'OLleY rEFINITION AND-IMPLEMENTATION MAY 
FF WA?RANTED. YOl'R CAELE, ''''HICH ~;E WOULD HOPt TO RF.tEI VF 
PY T'FCFM"QFR t SIiCllLD ADVI~E lIS OF THE. POLICYPARAMrTEP~ TO 
.FE tlsrll~~ED 'II'ITI: THF; GOP AND· YOUR THIN'~ ING ON STRATEGY 
Arr ('::.TFCTIVF~. 
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3. F~lRTI~F.R '1 C 'l'lIE POLICY rIAJ.OGUr, :':. SCIlH. VO-CAMPr. 
nrrrr.1'FL TO APAC. }/~SFr; ON HI~ RECEN'! '!'DY, TJiPT IN f1If 
JUfCM},NT F'?OGI?AM FITS PAY-ISTAN'S CURREr:T MACRO F.r.ON(,~IC 
NEltf AND THAT MI~SION'f APPPOACH TO POLICy-tILOCUi IS 
Arrp~rprATE. HIS REPORT, NOW IN PREPARATION, ;WILL CO~

TAIN ~PECIfIC RFCO~MBNrATIONS TO MI~SION FOR FOLICY -ARFAS 
Tr. Fl rXAMINFD IN CONt:ECTlr,N \HTH1 THIS ANn OTHER PROGRAM 
ItJSTRUMENTS. 

4. nLArl'rON,~HJP 10 IP.TIIGATION PHOJ\rCT~ TUE 3TTUS OF 
rpor0~Fr I~Rl' ANr AID PROJECTS I,..IAS rlfr.us~rD.ArAC 

ll~lrFP('TAt.'ts 'TI!AT ~A,JOR If~VEf CONCERIHNG"'ATER ~ECTOH, 

~urr AS IMPRC~FMFNT IN CANAL MAI~TENPNr~. WILL BF. -MOST 
fIPFrTLY ADDPEffFD IN IRPIGATION ANn ON-fARM-WATER 
~A"Ar.FMENT PPOJFCTS. ALTHOUGH AGHICULTURAL COM~lotrTng 
P.Nf I~UIP~ENT PP,At S\l(llJLD ENHANC~~ MISSION'S POSITION-IN 
INFL1'F't\'CUJC TErSE APEAS. 

5. ECPIFMENT F?OCUREMENT MECHANISM: AN AID/WCLRIFYING 
CAPT·F ON THF 1"'FA"IS OF EFFECTING urST COUNTRYCONTRACT'C) 
WITI' TilE PSP. p.rn SUPPLIERS IS BEING SENT SBPTF.L. WHILE 
Ttqc: IS AN IMFCRTAtlT IMPLEMENTATION ISSUE,-IT-DOES NOT
AF1F:f'T AUTHORI7.ATION LANGUAGE. 

F. C:'I'AFFING: THE IMPLF~F,NTATION P.UPDEN OF THIS FROJECT 
~AS NOTEr, BQTH AS RFGARrS PROCUREMENT OF EQUIPMENT Nr 
NFFD TO DEFINE AND CARPY OUT POLICY STUDIES/DIALOGGI. 
FFH'RTS r,ONTINCF. TO FILl. APPROVED SLOTS ".S RAPIDLY AS 
POf~IFLE. 

? . f(. LLPn FJ Nit 1'J CI NG 0 FLO CAL COS TS : APAC AGREl!: r T1I AT 
t1I~~ION ~1I0!JID HAVE f..FlUTY TO FUND spell ITEMS-,\S INLA 
TRANSPORT IF NfFrFD TO AVOID A LOGJAM IN DELIVERY. 
j'O'A'FVER. STRONG PREFERENCE I~ TO ENCC,UPAGE-HOST CODNTRY 
FHIPtJCI~IG OF C:UCH ITEMS WHENEVER FEM>T:E1F. SINCE A 
POPTION Of FUTURE TRMICHFS OF TliIS-P!.OGRAt-: \HLL BE FUNI:ED 
~.'ITli VrvF.LOPMEPT ASSISTJiNCE FUHJ;S. MISf,ION/GOP-~HOULD r 
,A\JIAPF, O}' NEFf' .~T THAT TIME FOR HOST COUNTRY CONTRIBUTiO; 
OF ?~ PERCENT OF tft COSTS. 

e. ffi'UNTFRPPPT GF.NERATION~: SHOULD THF MISSION/GOP
 
\nSH 70 DC' so, LINDFR S}:C. E09 ('FAA), r~F GRANT GENERATED
 
RUPFE~ OR SO~E FORTION TH~REOF MAYBF-CRErITED TO THE 

~OF'f TRUST FUND AND FE U~lD TO FINANCE MIS~ION OPIRftTION
 
r.0;:T~.
 

9. POINTS OF CLARIFICATION: ~IINOR I.ANGUAGE CHANGF.~
 
~ILL RF ~ACE TO CLARIFY FOLLOWING POINTS (C-RTIS-WILL
 
r.AR~Y CORRECTED PAGE~.J
 

. UNCLAS.C)I Flf.n ~TATr. 

ANNEX A.I 
Page 2 of ~ 

€65€6 1/2
 



I 

ANNEX A.I : 
Page 3 of ,3 

A. ~OVRCE/ORIGIN: USUAL CARGO PPEF~RENCF REOUIRf~FN!S 
MUST RF M~T FOR FERTILIZFR. SEr PARA 5, ANNEX A.4.

~. OCEAN SHIPPING COSTS FOR FERTILIZER SHIPPFD ON CODE 
935 n·AG VES~FLS ~AY PF FINANCFD pNDEP. 'THE" PROGRAM. 

C. PROGt?AM TOTA.L: Tnt J?EFER1NCf TO THE DOLS 300 MILLION
 
PPOG~A~ TOTA~ IN THE PHOGRftM AGREr~~NT (ANNEX F, PAGE

MJr ~HE PA.At FACr.SJlF:1.'T 'oJILL HE CONDITIONF.D S FOLLCWS
 
"TF' 'rur FPOGrAr-- IS E)'PFCTFD TO 'TOTAL VOLS 3~~ ~ILr,ICN
 
OVIF FIV~ YEAF~ SVPJECT TO Art PROGRAM APPROVAL,~AVAIL

AFII·ITY OF fUNDS AND AGRr.EMENT OF THE PPT.IES TO PROCE-"
 
1I ~l Q'1' F • HAI G
 
r.'"
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p e~J 11? '1 ? i: n.1o: C' P 1 
fM ~FCSTATE WASHIC 
TO AMEMBASSY ISLAMAnA~ PRIORITY 4464 
P1' 
1I NCI. A~~ Sl' A'J'}; ~ i) ;~ a'? 1 

AI foP. C 

Eo 0 • 1;: (" h S: N/ A 

TAOS: 

~Ull,T}(~1':AGHlCL'I,'1'UP.AI. CCMMODITIES AND EQUIPMENT PROJ.ECT
 
(301-(~468)
 

nEF: A. ISLAI1AEAD 15~~29, B. ,STATE 317541 

1. J'AJIAGRAPII:~ or HEFTEL P ADVIS/:D 1'HAT SOURCE Fon pno-

CllHUH'NT OF COM~lODITIES ~HOULD FE ceDi 00e. I'I' THiRl;FCHE
 
FClJ,LN/S, PE1I SEC ?P OF SUPPLEMENT B OF HANDP.OO;{ 1 THAT 'fHE,
 
SOU R('}~ 0Foe}.ANT RAtl SF' 0RTAT ION SEJ'l V I C1:S }'0R 'I'll r. Di.: LI VEn y
 
OF THE COMMODITIES MUST NORMALLY DE CODi; ~H~"", I.t., CNLY
 
{J. S. FLAG VESSELS. 

? SEn/COM I~ CONCEl/HEn THAT 1'HIS ~IIIFT'ltJG LIMITA'l'ION
 
COl1Lf HAVE A SERIOUS ADV£JlSE IMPACT ON 1111f~ r.>:PECTF£
 
FROClIHEI'-a,N'f AN/l Dl:LIViRY O~' FE'H'rIJ,IZER. TIH.HE-MAY tW'l' Pi
 
SUFFICIENT SPITAFLE 1I.S. FLAG VESS~LS AVAILAPLJ: 'fa
 
ACCOMPLISH tU,IVE;HY A'l' THF. 1' 111.&: SEHVICE IS REQUIRF.D. 'IUE
 
LIMITATION W(',ULD ALSO NOT ASSURF ADFOUATF COMPETITION AND
 
COMPI'rITIVE PRICING DY THE VESSEL OPF.HATORS
 

3. TIIFHEFORF., SEH/ceM HEHEEY DET];RMI NES UNDER THE
 
PROVISIONS OF SECTION ?B1B(5) OF SUPPLEMENT B HANDEClOK 1
 
~'JJAT 1'1' IS Nl:Cb5SAHY TC AUTHORI2l: 'fH}; lo'lNAI~CING O}' OCEAN
 

TRANSPODTATION OF FERTILIZER Fon P"OJ~CT 3Rl-0468 ON
 
VF. SSE L:l lJ fJD E11 }' I./L G fd. CIS 'I HY 0 Ji' C0 UN TII I EfIN CL UDHi n: C0 V£
 
9~~1. lITILIZA'rICN OJ corl,: ~.J3~ CARRI~,HS \\'ILl, In SlJEJz;CT 'fO
 

, '1' HFOil Ar. I Jo'I CA'fl 0 NS SIf ATE DIN I'll I E S b: CTION • PLt Af E 
ItJCOflPOHA'PE ~'!lI:) Df'}'EflMINA1'ION IN THE PAAD IN nEGAHIi ~'0 

'rIn .F:LIGIIlLE SOUhCE' OF SIIIPPIfJG. 

1. ~'lnS-DE~'ERMINATION IS APPLICADLJt.: Ot\LY '1'0 'r'llE EXPl;CTED
 
F-ERTIJ,I7£R PHOCllRfMEN~'. TPi~ PAAD SIIOULD ALSO lNDICA'l'l;
 
TH~T TilE ELIGI PLE SCIJRCE OF OCEAN Sl!l PPl NG FOR ALL
 
COM~10DITIES 01'HfH THAN FERTILIZEn IS CODE '),:~.
 

5.
 
AIlnI'rIONAT.LY, THIS DE'!'FRf041NATION IO};S NOT AL'l'EIl TEi USUAL
 
OFLICATION A~ EXPR~SSlD IN 10A6 OF SUPPLrM1NT r HANDBOOK 1
 
TO COMPLY WITH CARGO PREFERENCE REQUIU1MENTS. >lArG
 
n'l'
 

f/3~""4 
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vov \:ll'nlOunt 01' !Jukis t.an
 
Mini:Jtry of Finunce & Economic Affairs
 

(fkol1c,'niq ~\frJirB: !Ii,vlnion) .
 .......
 
No.l(4)SO(DR)/82 •. , lalomabud, the 2nd Sep,temher J 92 • 

.QE.E.tCl-ltiBMOBANDlJ1.\ 

Subjecti- MODrFI!ll~TIQlL OF nEL;mDJNQJ~TEW:ST R!~TES 
Oi' F'OHBDm""""L""O:J1S AIm CJiI~Dr~· . 

Th~ undarninnod is diroct~d to invite 
I • 

ottl!ntion ·to th:i.:, Divi.sion 'so O.M.' notad in tho mllrgin 

on	 thO suhjoct notoe] o·hoye l:l1ld to qtate.' thHt tho raland- . 

ing in<'/lrost rates of ro.:eeisn lO.Qlls, ana c:radi tB have been 

modified 80 under : 

1)	 Foroi~n' 10Ms'relent ForO~8n loans obtained 
to tho Dp.pm·~ments of by the. Fedoral ·Qov·ern';' 
F~derol or Provincial ment and relent ·to the 
Governmont~ for. which. Provincial GovornmElnts 

~.~ ~ t"'4 
00 III no Qom~ercial accounts would·continue to be 
• •	 M" . passed on the same torms .... W("'l' are mlJintained, 

at which these havo boun--IllCIl .... ~ 

......0'"	 borrowed., 
>gg ~~ 
--0 ?) Forei6n 10800 relent li~ p.a. incluoivaotI:H::l • 
:u::o	 to tho Departmont~ of exchange risk charge,,§	 Fodorol or Provinci&1 
-..l--J ~	 Gov~rnllirnto for which 
(,,') ,::.. commurcial account~ areI I	 t:1 
HHtu	 maintllined.
HH("'I'
•	 III 
0. 0.
 
l\lll>
 

• 3)Foroign louna relent to 
("'I'M" Autonomous Bo~~oa/Corporm 10 
~o. lltions of tho FCl~Elrl~l 
.... 1\) ond Provincial ,Governments: 
.... tt>o 
I I 

.... 10	 o)Proj~cts of public 11% p.a. inclusivo ot.... , 
utilitiqa,	 foreign ~xchenso 'riakI .... 

.... 10 ch~ge ...IO--J 

O.
OHJl	 h)Projocto othor thnn 14% p.~. inclusive of. .. puhlicutilitios • oxchllrlge risk charga •
 

LOG e507
 

4)	 Foreign loons relont 11% p.a. inclusive of 
to Finnnciol Institu.;. oxchang~ risk chnrg& '. 
tiona (I.onp,PICIC 

Th~ rel~n~in~ rnto toNDFC :mn Bunkors EllUl ty , tho final borrowRr willLimi tlld) • ho	 14% p.a. inclusivo . 
ot	 exchango risk churg'l. 
If os a rosult of hiJ.:Mr . 
Dpr~nd domanded by the 
creditors, the intovost 
rate to tho final borr
ower excoeds 14% p.a.,
tho oxcoss will he pnso6d 
on	 to the ~innl borrow~r. 
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.'Jiz'i;H': t bO!'r'oIVings·,. ~ An option would. bo .givon
inclusivo of Suppli_ra to tho borrower oither to 
Crodits/Guurunteed hoar oxchp.oge risk or pay 
Loans. 3% cO'rnmissionto :tho Govrnn

'mont for 'taking.ovQX' oxchnnRo 
risk. ThQ g~arantoe commissiDn 
of t% of 1~ would continua to 
bo ch~god by tho Federal 

.Govornmont BS at prosQnt., . 

2. Tho revisod r010nding to~mR would h~. erreC~1VO 

from iCth Mo,y, 1982 on new lJilllction~(~llocaqons) ul1d tho . 
loans ~'olont. or,rlior or DIu Aflnetionn would continuo to ·bo 

r3f>ulatod hy ord\ll':1 nlroadv in forcd Tho concernod provisions 

flrnhodiod in a.Ms. notodin tho lilorpillV/Quld .bo ·d.Qomed to havQ

boon amondod nccordinnly. , 

3. Th~ rOnuo~ta for oxomption would ho put up to 

E.C.C. of. thu CUhinut. 

ll'I;'~~}k~ .) 
( Makh~ H.' Chaudhri 

Doputy Socrotary
'fal i 28459,
 

1.Financo Division(Mo.MohOlmmnd Iqhal Huss/lin, ..
 
Drl[)uty Soer 'tury)Bxtornol Finance Winlf,Islamabfid.
 

2. Fin one 8 Dl V i :J ion (jill' . Ahmad HUll ooin QurLl shi I
 

Duput.y Sucrutl.lry) 13ud6at,y/ins,. Islornaburl.
 

3.Finonco Divi~ion(Mr.Khizar Ahmad Jon, .
 
Doputy SUCNJtl:lry) ,Invostmcmt Winp" Islamabad.
 

~.Plunnin~ Division, IO)Dmahart~ 
5. Industri ur; Div ioic'n I Ialllmublld.
 

6.Prodl.lcdnn Divioi':>(1, IlJlollloom),
 

7. Auditor Conurd of ff.lki9t.d~, .Lahore.
 

8.Ch~irmQn, ~ D.B.P. , 181amnba~.
 
9.Chairman, p,'rcrc. Karpt;hi~ .,' "
 

I.,,", \ . 

1O.Chairman, IDBP, Karachi. .:. . . '.' ., 

11.Choirrnon, NDFC, Kar~chi..' 

12.Fi~nnciDl Auvin0rs of tho MiniBtrios & Divisions ot
 
FodurDl Governmont' and. FinnncG Mamhorof :,utonomoua
 
Dodi \3 G/C,?r por ot iono. .
 

13.~ a.p.R. Islumabod. 
I 

14.~11 Divi~ions of tho ~ovarnmont of PakistAn. 
. (not lI~ulltinnoJd Ilhovo). 

15.St~tu Bunk of. P~ki~t~n, Cunt~ol Diructorato,
 
(Foroien Exchango Dupnrtmont) ,K.'.H,'.CHI.
 

l<3,Cllhindt Division, £l8walpindi..
 
.l7.Joint Socrotnry(DK) ,Economic Affllirs Division, Islamubnd.
 
l8.Joint 3UC2'ut.wy(cr.:),Economic Affoirs Division, Islomabad
 

19.Joint SncrotHry(IC & NC) E.A.D., I91Amubn~.
 

20. OS (CH). V,D, Iolwn..oud ,21.03 (BK), loA D~ %gl~'iliJ/HI 

(
o()
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- 7,IiiIlit 'Ill l/V II Ii"
('I U'0~2?Z Or.T 02 
~~ A~~~~~SSY ISt~M~~~n 

Tn ?URRC/SBCSTAT~ ~ASHDC IMMEDIAfE 7815" 
rN~O RUMJRVIAMEMR~SSY RANGOO~ ~236 
PTlMT~~/A~F:'1R~SSY BANGKOK: 4511 

-llT . 
UNCLAS ISLAMABAD 15313 

" 
ATT)AG 

~~rST~T? FOR aA/ASIA AND AA/~ FRJM DIREcrOR LION,
 
BANr,~O~ FOR VIRAGH
 

~.().1~356 N/~
 
~U~Jrr.T: Ar,RICUL~URAL CO~MODITIES ~ EOUIPMENT PROGR~~
 

(391-0459) : U.S. FI,A1 VESSEL FREIGET COSTS
 

qE~: (A) R~NGOON 3893 (B) ISL~'1~BAD 14075 
(8) IStAMAB,n 141?9 (D) srAfE 27149~ 

1. MISSION P.ECF.NTLY RECBIVED A LETTER FROM THE JOINT
 
~~r~~TARY OF rR~ ECONOMIC ~FFAIR5 DIVISI~N OF TH·E GOP
 
MI~rSTRY OF FINANCE, PLANNINJ, AND ECONOMIC AFFAIRS
 
o~n~RDING rKE FREIGHT cosrs JF u.s. FLAG VFSSELS AS
 
~nMPAREn WITH NON-U.S. FLAG VESSELS UNDFR THE FERTILIZER
 
"nM:>mlr,NT j14'rRE SUBJECT PRO}RA'1. THIS OFFIC!~L LErrER
 
~nLLn~s SEV~RaL INFOQ~AL DIS~U55IDNS ~"ERE THIS ISSUE
 
nas ~FB~ n~ISEn INDEPENDFNTLr Bf GOP a~FICIALS OF fHE
 
MINISTRY 'F WATFd ~ND PO~~R, MI~ISTRY OF FOOD ~ND
 

Ar;Plr.ULTllRE, AND EAD ?OR BJTff rBE FERTrLI7.~R AND
 
TRRTr,~TIJN EQUIPMr,NT PORTIONS ar THE SUBJECr PROGRA~.
 

~. Fflf\;:;R ~HB TERMS OF TF.E SUBJECr RO}RA~ AJ.REEMENT AND
 
T~ ~nMPLTANCE WITH THE ~AR}O PREFERENCE ~CT, ALL
 
~Or-H'1()J)TTIr:S, wI'T'H TH": EXCEPTION:>F FER'rILIZER, MUST BE
 
S~IpDRD ON FIr3ER U.S. OR PArISfANJ VESSELS UNDER THE
 
~0/~~ RPourRE~~NT. IN THE C'SE JF FER~ILIZER, BECAUSE
 
() l' ~'11 ~ N1\ ~~ D l'0 ''1 ARr. yeo M'1 aDI r y ~ r~ D FRF. IGHT BIDS, A
 
WArV~R WAS OBrAI~ED ro PER~lr r~~ SHIPMENT OF UP ra 5~
 

n~~r~NT O~ ~H~ F~RTILIZ~H ON CODE 935 COUNTRY VESSELS
 
w~JLE TITE Rr.MAINING ~~ PERCE~T '1UST B~ SHIPPF,9 ON U.s.
 
~~A~ V~SSBLS. o~ THE TC!AL FY ~2 PROG~A~ OF DOLLARS
 
1)0 MIl,Lln D:nI.AHCJ 34 MILLDti IN LOAN FUNDS wERE
 
Ii' A. iH1 ARJ( E:) FOR FFRTrLI 7. ER MID TA" ERE '1 AI NIN:; DOL I, ARS
 
?h ~TLtION IN ~R~NT FUNDS HAVE BBEN RESERVED 70R rHE
 
PQOC'IRr.r-1F.Wr O~ IqRlr,.~'rION F.:~lJIP~F.N'r, It!CLUDH!G rHE FEES
 
rOR t>ROr.I]RE~lF.NT SF.RVICF.S AJEIJTS AND Rf.I.AfED PROCUREMENT
 
li'Xpr.NSr~S .
 

3. Th~ GOP LETrER IS QUOTED PELJW IN ITS ENTIRETf: 

- 0110TE~ DEAR DR. LION: 

(1) A8C~RDING TO SEC. S.la JF OOR AGREEMENr DATED 

1/ lTN~r.ASSIFIED ISLA~ABAn 1531~ 
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APRIL 1~, 1~?2 FOR AGRI LTURAL COMMODITIES AND EO (~E~r. ANNEX A.4
~Ff' IT;'~ST ~71 PE~~rN1' 01 T4E GROSS rONNAGE OF ALL £~,I]IP'1ENr Page 2 of 14. 
p,m C(' W1 0DI TIES l~ AS TO BE 'i'R ANSPO RTED 70 PA'\ 1ST AN 0N
 
P~IV~T~LY O~NEr U.S. FLA~ ~O~MER~I'L VrS3FLS, TO THE
 
~XTR~T fRAT SUCH VrSSELS ARE AVAILABL~ AT FAIR AND
 
R~ASON_nL~ R~T~S. (LAST PHR'SE ~~S UNDERLINED IN
 
Ili:TTF.R.)
 

(?) T~MDERS FOR THE PURCH'S~ OF FERTILIZER ~ND
 
'rH~RT~RING OF V~SS~LS FOR TR~NSPJRTATION OF THE COM~ODlrr
 

FQOM USA TO PA{ISTAN WERE INVITED BY OUR EMBASSY IN
 
~~SRING1'ON. fHE COMMODlry A~D FREI3Rr OFFERS RECEIVED
 
IN R~SPONSF ~O rRE TENDERS RAVE BEEN COLLECTIVRLY
 
AN~tYSEn WITH A VIE~ TO ACHIEVIN} rHE LO~Esr LANDED cosr
 
lNn ~pp A~ARDS FOR FREIGSr A~D C)M~~DITY HAV~ BEEN
 
MADE AS FOLLOWS:
 

S.NO. NAMf;', OF SnIP	 ::JUANTITY FREIGHT RATE
 
( fv1/r J NS) (US DOLS PER M/TON)
 

1 • Sl'~R OF TEXAS	 31,500 105.50 
2. POT 0 "1 AC1M ERR It11\ C 21,~l'13 97.25 
3. EDW~itD RUTLEDGE 12,500 ll'3.50 

NON-U.S. FLAG VESSELS 

WOR LO A'G AMEMMON 25,2J00 22.22
 
~~!'JnNS 2~,"00 22.50
 
I( • Z. I'll Cfi AL5 0 2(},l'2J0 23.87
 

55,"00 

(3) IT WOULD ~~ OBSERVED PRa~ THE ABOVE STAfEMENT 
Tn~T THE rqEIGHT RAT~S FOR u.s. FLA3 VESSELS ARE NEARLY 
rIVE TIMES AS HIGa AS THOSE )F NJN-AMERICAN VESSELS. 
Ff'PIS CAN HARDLY OS CONSIDERED ~JJ~E REASJNABL~ UN~UOTE. 
(QI10TE AND UNQUOTE US ~D IN LETrE~.) AS A RESULT OF 'fHESE 
~XqOR~ITA~T R~T~S WE HAVE TO PAf AS MUr.H AS DOLL~RS 5.2~ 

MILLION M0RE (UNDERLINED IN LETTER) THAN ~HAT WE ~OULD 
R'~vr. H~D TO PAY. 
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(4) I AM SURE IOU ~G ~D A}R8E ~rrH ~E 1~Ar rH£
 
PTlTcr DIFFERENTIAL nF DOLLARS 5.24: ~ILIION IS IN EFFECT
 
D SU~ S TnY TOr :-{ r. IJ. S. SHIP? I NGIN 0 (J SI' R1. '~ ARitANT ED
 
'l'R()Tll;11 THIS SUI,)T1H MIGHT R~, NE rgEL"j'n~T IT IS
 
lMP~C?ER FOR IT TO ~E DEBIfED ro OUR LOAN ACCOUNT.
 

(n) UNDER THF,3E CIRCUMsrA~C~5, I IOliLD REQUEST YOU
 
TO ~~K WASHINGTON TO CON~IDER CREDITING BAC~ ro THE LOAN
 
A~r,OITN~ THE a,~OUNT O!" 'l':IE FREI:'rHr DIFFERENTIAL. _
 
-ALr~R~A1'IV~~Y,	 USAI~ ~IGHr CJNSIDER ~[VING US AN ADDlrt3NAL 

DOLLARS 5 ~ILLION BALANCE O? PAY~ENrS SUPPORT GRANT rJ 
r.nSHION T~~ ~DVE~S~ EFFF.~r or rHE HI~HER FREI~Hr R~rES 
FOR ~OMMonI~I~S C~RRIED IN U.S. FLAG VESSELS. UN~UO~E. 

4. rOMMRNr: MISSION H~S VE~IFIED THE FI~URES IN THE 'GJP
 
L~TT?R. T~IS MEANS THAT FJR rHIS PRJGRAM AL3NE, AS MUCH
 
AS 1~.4 PERr,~NT OF THE LOAN JR DJLLARS ~.24 MILLION NAS
 
il qED rap A'f TH8 ADD I rIO NALe J Sr J F 5HIP PIN G 0N U. S. FL.~ ~
 

v~ss~ts. FOR THIS AMOUNf, TH~ ~JP COULD HAVE PURCHAS~D
 
~N AnDITIO~t\T_ 23.00£l TO 2:;,(}~21 '1/rONS OF 'FERTILIZER.' FJR
 
TRB p~M~I~n~R nr THE PROCURE1~~~ ~HICH IS PLANNED UNDER
 
TQrS PRO~RM1, TfIr: PRICE DIF?E:tF.~CE COllLD AMOUNT 'ro AS
 
~U~il AS ~~LL'RS 24 MILLION FJR rHIS 5-YFAR, DOLLARS 3~21
 

~ILLrON ?~OGRAM. SINCE 3~LA~CF JF PAYMENTS R~LIEF ~A5
 
A~n IS A MAJOR OBJECrIVE OF rHE RENEWED ECONO~IC
 
'S~I)T'Nr,~ ?RO~~AM TO P~KIST~N ~ND IN PARTICULAR, OF
 
TRIS ?QOGFAM. IT IS ~~SY ra AP?RECIATE THE GOP'S
 
r.ONSTPRNATIO"l AT SEEING TAr vALJE OF our: ASSISTANCE
 
~En/JCF.n SO DRASTI~~LL,{ oY TH~ 5~/5~ REQUIRE.'1ENr. MI55IJN
 
AND ~MRASSY R~LI~VE fHAT rRE UNFAIR AND UNREASONABLE
 
T)TSPt,RITY IN :~lUGHT :\A'I'ES BETtlEEN u.s. AND NON-U.S.
 
vLA~ VFsSrLS AND THF RESULTING SUBST~N7IAL JNDEHMININ~ JF
 
ONE O~ TRB PRO~qAM'S l1AJOR OBJ~CTIVFS WARRANT A WAIVER
 
n"' TPr, ~ 0/5 3 Rr>~ IJI R~,M ENT F' 0R THI 3 PRO ~ RAM. THE SAM E
 
hP~U~~NT F1R FBRTILIZ~R ~PPLI~S EOUALLY TO THE IRRIGlrIJN
 
~OlTI?~lrNT TO Dr. PROCURED iJNDEn rHIS PRO~RAt1. WHILE THE
 
~IV8-rOLn PP.IC~ nIFFE~EN~I~L ~ErNF.F.N u.s. AND FOREr~N
 

~t~G v~SS~LS APPAR~NTLY APPLIES, ACCORJING TO PAR~ B OF
 
Q~r. D, ONLY TO BULK SRIP~ENrS (FERTILIZER), IT IS OUR
 
(JNT)~RST~~rING, NOTIIITHSTANOI\IG P~.RA. B OF REF. D, rf\.~T
 

TRF.RF IS AT LEAST A r~O-~OLD DIrFEiBNC~ IN PHICE BET'EEN
 
'1.s. ~Nf\ fORF,I'}N LINERS ON Y/,I~j OrHER PROJECr
 
r0I1M1DT1'IES, SlleR AS THF: IRRIGArION B~UIPMENT, ARE
 
NORMALLY SHIPPED.
 

1;, Ar;T10IIJ P.':Ollf~Sl'ED: (A) I REUIZE '!'HA THE 5~/5" RULE 
IS FIRMLY BASED ON A LE3ISLArIVE RE~UIREMENT AND rRAr Ir
 
lS ~L~~RLY ?RBSCKIBED IN HANDBJ)K 1S, CHAPTER 7. NEVER

'1'rl~Lf,SS, I TfNn.f,RST~ND THAT THE R~~lJIREMEr~T CA'N nE 'tt'AIVED
 
I~ CFRTAI~ INSTANCES, AND I BE~IF.VE A PERSUASIVE
 
rASS FOQ , ~AIVER CAN BE ~ADE ~r LEASr FJR rHOSE PROJECrS
 
~RE~r. BOP ~nLIF1" IS 1'H": PRIMARY ~UOT~ RAISON D'ETR~.
 
tJIIJOlJOTF'. IN THE CASF. OF PArI.sTO~. THAT INCLUDES FOR
 
~OW PPTN~IP'LLY THE SURJ~Cr PHO~aAM. I AS~, THEREFORE,
 
Tq~T YOU CONSIDER SUCR A ~AIVER WITH nESPECr ro TAE
 
PRO~iJRl,'M~rH OF SOMt10DI'rrE3 NJT a.LRE~DY FIRMLY A'A'ARDED
 
llNDTi'R T~rIS ?RO;;R~M (NAMF:LY 'l'HF IRRIGATION ~~UIPMENT), AND
 
TRAr rR8 WAIVER COVER ALL REPEAT ALL COMMODITIES
 

ANNEX A.4 
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t>QOCPRF.O· DlIRING 'rH~ RiM.. I'JIN:; FJUR "EARS OF THIS PI. .IRA'1. ,ANNEX A.4 
nO~H TH~ MrSsIO~ AND THE E~B'SSY B~LIE~E THAT THE 5~/5a Page 4 of 14 
p~()1Tlin~M:;:Nl' SnOTTLD ~F. '",'AIVED AS ?F:ING INCONSISTENT WITH 
rpr;r. O~J~CTT"F.3 OF TQIS ?RO-;'RA.~' AND CON'iRARY TO fHE 
INTERESTS 8~ BOTH TH~ US; 'NO ra~ ~OP. 

(~) IN AnDITION T~ A ~AIVFq JF rHi 5~/5~ RE~UIREMENT FOR
 
THIS P~ 0 r, ;{ Ar1, IRS0II EST 'J' HAT A ., 6,. I VER Br: APPRO VED r 0 PEn '1 I r
 
~Blt>M~NT OF ALL COMMonITI~S FINANCED UNDER THIS PROGR~M·
 
·O~ ~nDE 935 V~SSELS TO ACHIEVE rRE ~AXIMJM BALANCE OF 
PAY~SNrS ~BJEC'rrVB OF THIS PRO:;.q~M. THE R~ASON l'JR 
'P n I S TS A~ ? () LL() oI C; • ASIN DI CAf !': D I t\ PAR A 1 ABO V E, THE 
~urHORIZEn ;En~R'PHIC CODE FJR SHIPPING FOR THIS PRO~RA1 

IS 11. C;. 'I~ D PAKI Sl' Ml . 0NLYIN r H~; CAS E J F FE iH I LIZ ER 
WAS A WAIVFR 09TAINED TO INCLUDE caOE 935 COUNTRIES. 
rHTS Mr~NS rRAT IN TAE C~SE JF PROJECr COMMODI1IE3 OrHE~ 
'T'lJAN FFR~II.I7.~~, ~VEN IF rAE 53/5" REQUIRF.r1ENr wio:RE Ta 
q~ WAIVED, ONLY U.S. AND PA{!SfANI FLAG VESS~LS COULD BE 
IT~; 14; n• MrS:3 ! 0 NAN D t~ M:R ASS r R8 LrEv E rTIS IMP ER1\ r I VE, FOR 
TqIS ?~GGHAM, THAT ~AXIMUM CJMPEtrTION BE S~U~HT IN aRDER 
~n n~~ArN T~~ LJ~EST possrqLS FREI~HT RAfr,S TO ENABLE THE 
rrop 'T'~ lJ1'lIr7.~ PROr,l)AM n:NIlS TO THE :1AXIMUM ~XTENT . 
pnSSluL~ TO ?U~CrASB COMMODIfIES. ~ISSION AND EMBASSY 
~~L'7V~ TP'T LI~I~IN~ S4IP~I~G rJ u.s. AND ~AKIsrANI FLAl 
V~C;S"T.:) O~;LY Al~i) ALSrj fdJPLYING THE 5l'/5~ R~QUIREMENT 

rJi\1"F,° TRTS PROr;R·\M '.OLL SF:RDU3L~ INTERFERE WITA .THE 
I~TATNM~~P or TRTS PROGR'M'S OgJECrIV~S IN ADDIrIJN fJ 
<\T,r~';ftl)Y RAISING OUESfIONS IN fHE I1INDS OF' OUR JOP 
'~ :j T, v~ ~ :-;. 11 r; S ft. S TOT ~o~ rJLTI 11 ft. r ~, 8 E:'oJ EFIe I AP. I ES 0 F r HE 
n~'IF'''F.D U.S. gr.ON(JI1IC ~SSIST~N~r; PROGRAM TO PAKISTAN. 

!Hi CLAS ISL~MABAD 15.313 
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'TO HUEHIL/AM~MEASSY ISLAMABAD PRIORITY 2327
 
o	 IN}O RUMJRV/AMIMBASSr RANGOON PRIORITY 9145 

RUMTB~/AMEMBASSY BANGr.uK 6?7~ 

.,	 ~~CLASE G~ 
Al DAC, INFO RCMO EANG!(Ol(

CD 
E.O. 12356: N/A

TAGS:
 
SUEJECT: AGRICULTURAL COMr'.ODITIES AND ~QUIPMENT PROGRAM
 
391-~4A8. U.S. FLAG VESSEL FREIGHT COSTS
 

REE!RINCE: ISLAMABAD 15~13 

1.	 WI SHARE USAID/GOP CONCERN OVER THE SIZE OF THE 
•	 1l.S./FOREInN FIJAG SHIPPING DIFF~RENTIAL. 8ER/COM HAD 

P~KVIOU~LY E~FHA5IZED THE FIGURES CITtD BY MISSION IN 
A hEPORT T0 M/DAA/SER ON TAE EXCESSIVE COST OF CARGO 

•	 PTtEFF:HH!CE CO~fLIANCE. NONETHELESS, CARGO PREFERENCE 
LIGISLATION nOES REQUIHES THAT AT LEAST 50 PERCE~T OF 
AI[-SFONSon~D CARGO Movr ON U.S.-FLAG VESSELS TO THE 

9	 ~lT~ IT THEY ARE AVAILABLE AT FAIR AND REASONABLE RATES 
FGfi U.S.-FLAG COMMERCIAL VESSELS. IT IS THE MARITIME 
AV~INIsrRATION--AND ~OT AID--WHICH tETERMINES WHETHER 
nATf~; AR~ FAIR AND REASONABLE, kND MARAD HAS DETERMINED 
THAT THE RATES IN OUESTION MELT THIS STANDAfiD. 

2. WE CANNOT QUIBBLE WITH THE CONTENTION THAT CARGO
 
PHEF1RENCI IS A SUBSIDY TO THE U.s. SHIPPING INDUSTRY.
 
I"P,RAD'5 DETERMINA'rION THAT U.s. RATIS WERE FAIR AND
 
HtASO~ABLE IS, IN EYFECr, A DETERMINATION THAT THIS
 
ALt~GEt SURSrfY IS ~ITHIN LEGISLATIVELY-ACCEPTABLE
 
Ll~ITS. AS ~OTEU IN CRA~TER 1~ OF HANDBOOK 1-B, THE
 
STATUTE NEED NOT EE APPLIED WHEHE IT CAN BE DETERMINED
 
THAT IT IS NOT FPACTICARLB TO DO SO. WE DO NOT SEE ANY
 
BAfJIS FOR l'HA'r CO~CJ,USION HERE. INDEED u.S. VESSET,S
 
An~ AVAfLAULB, ANC AT WHAT HAS BEEN DETERMINED TC BE
 
FAiR ANO hEASO~ABLB RATES.
 

3. TEE GOV1RNM~NT OF PA~ISTAN IS NOT ALONE IN EXPRESSING
 
IT srI S/1 AY AT Tfl F Fti r. SF. NT SI Z"E 0F THE U. S. - FLAG
 
DIIFERINTIAL. IT IS BECAUSE THE GOP'S PROBLEM IS NOT
 
UNIQUE 1HAT AIL/W HAS ~1EN ATTEMPTING TO FIND SO~E
 

SULUTION 10 THIS pnOBtEH, A~D WE HOPE SOMg RELIEF
 
WIll FE AVAIJ.APl.E IN THE NEAR FUTURE. WE ARE CURRENTLY
 
ShiKING APP~OVAL TO PER~IT AID TO GRANT FINANCE
 
'rHE U.S./FORUGN fLAG SHIPPING DIFF}~HENTIAL
 
UNtIR THE AUTnOHITY or FAA SECTION ~10C. THIS WILL NOT
 
B~ RETROACTIVE, BUT THE M~CRANISM HAr BE IN PLACE
 

··""T,r-,.,--"-,,,	 ,.. .... ---1:" "''''4~~e: 

I 

~I 

I 

I 
I . 

I 



, " 
FP.IGH 10 TfH N~XT GOP l'iRTILIZER TENDER, IF THE Ph"t'OSAL 
I:· APFH()\,rn Wf TIl~ ACMI NISTRATOR, AFT1:R CONSULTA'rION 
Wl'IJi ut-'b A~D INTEH1'~STED CON\;RESSIONAL COMMITTEES. TilE 

ANNEX A.4 
Page 7 of 14 

i'f'~} S'I' Or 'i'il I~:~ F71I)('"'rl'pr. l·!"lrr.~ BF., TO Ar.r.0'1l "'Hr. T.1~T' r:r:o 
llIJt:lSl!U);S~:D L")AN nlr,!J~; H)H ~,!:lPPl.lj(.1 Vfn'ji,HF:N'['IAL O;J A 
GJLi~J' nIsI:;, Hili 'fI!LHE;.'U~E WOULD PROVIDE REI,IEF TO TUE 
I';O} rRO:" IWITHiST M\:: REPJ\PFwr ()PLI··~~'n:·lt.':? 

HOIIFVEIl, GIVr;~ 1'ln; l\C!1DI.ES NOTED AHOVF:, WE BELIEVE IT 
~U\I1U FF B::S'r ~;()T TO DISCUSS TUIS POSSIBILITY WITH GOP 
U~'J'E 1.::' !~t\VE A'iH.l~,Eli ~~SIHED RESULT. 

4. WIT;'I IiS(;f,~:) ~:HIF'n;~;T ()f 'i'llE HEAVY ECUIPMi;NT IT IS 
l·u:;:;Ill!.f; "'il,\', 'i'/iE LI~,~:'! I.'IFF'F,RENTIAL COULD BE AS HIGH 
AS CITEr:}y t-iIS~;I()N HUT 'NE CONSIDER IT urJLIn:Ly. 
seieDIC; IJIFn)/}'N'~IAI.S CAN UNLY BE IDENTIFIED BY 
COt~f'APrElON IIr' 'llff. n,HTICIILAR COM.'10DITY RATES WHICH 
u.s. MH 
I~ 1H~I~ 

h\KISTldJ 
TRAFFIC. 

LltJF:1i (;]'/:RATORS RAVE ESTABLISHED 
WE vuULD ~XPECT TO SEE PROJECT RATES 

'/lITh DI~;t:OiJi1'1'~; OF 10 }J~:HC:£N'l' OR SO fROM THF: FUBLISBED 
TAlJLn H })()'j'f1 U.J. AtJD PA~ISTAN FLAG CARRIERS. 

~~. '.'it. sn r;:: HA ~c.'; }'OP. t'\DLI ~;G CotE 9:~5 SHIPPING AT 
TillS TH~i,. ivE nLIEV'" THAT THE GURHENT u.s. AND 
TAKl;-,'jAt. F~J/\(' }'U~'HCJ'r;;A'II(l~1 

AN J) CUM P ;';'1 I 'r I C1\ • SHIJ L'r z 
ASSURES ADEOUATE SERVICE 

BT 
1I1v~b 
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RJEHIL uf67E/01 307 ~* 

UUlJUU ZZH 
P 0306142 NOV 82
 
FM AMIMEASSY ISLAMABAD
 
TO SECSTATE WASHtC PRIORITY 8537
 
B'f	 ~~ 
UNCLA5 ISIAMABA~ 

:..... 
AI I:A C 

PASS '1'U 1\ SST G ~ /1( r:N j'H I ERS
 
ASST GG/HE~HERT MCRHIS
 

}·:.C. l~~:t N/A
 
SUtn~C'f: AGHICUI.TUHAL COt"~lvi)ITI~S AND EQUIPt1Et\T PRUGRAM
 
381-046E, U.S. ;LAG VESSEL FHEIGHT COSTS
 

REF: (i\) 1SLAl1 J\ EAi) 1 j, ~ 13 (B) STA'fE 291 05 6 

1. ~ISSION ~~~UESTS EARLY ADVICE AND ASSISTANCE OF GBNERAL 
C()UN~;l::L'S Ur'FICf TO (Ai llETERMINE AVAILA3ILI'ry CF 
'))llrl I r.G LI FF;o:nf.N' U.L GH/lln ,Ffl.OV If,ED FOn IN ~'AA SECTION 
biJ:0C, Tv PAY THE DJ}'F}:HEm'JAL BETWEEN UNI'rED STATES AND 
TH}. 'F' 0 Hf; I GNFL M; VF. SS f: T, }' HF. IG Ii T RAT ESINCUnJn~ DRY 1'11 E 
GUV~,Rt\i"~'t:\ ()f' U\':IS'.l'At! lHiD:·:H 'rH}~ LOAI~ PORTION UF THE 
iye;.: P,\;li!CULTURAL c()r'~r1unITIF;S MID EQuIPMENT PROGRAM 
A,~rOH.I"r.NT, ANI (F, I p;r:TIFf APPROPPIAn: MECHANISt' AND 
PhCC~DLH~ (~.G. PHOVISIONS IN P~A~NED FYP3 AGREEMENT 
l- ~I~E d:r--FNT, AI. H 'I:')'j'TIA'fOR'r- iIC'rrON, AND/OR PIL) 
"f) ft'Jrr:lO I 17.5: SBI i. 1 ~;~ III rF:'!?r;WI'IAL GRANT fOR FrEIGHT 
l}FE"~NTIAL IN fUTU~E LOANS UNDER THIS AGHEEMENT. 

~. IN FRIOR CAlLES (HEF A), MISSION STRONGLY URGED AIt/W
 
Tu fAVOHA'2LY ACT UFCt-. 'i.'HJ; GOP CONCERN 'rl'IAT THE US/FOREIGN
 
FLAG SEIPPING tIFF~D~NTIALS UNDER THE LOAN PORTION OF
 
TH~ FYE2 A~HICULTUHhL CO~MCDITIES AND EQUIFMENT PROGRAM
 
'ilHE uF SUC!i MAGNI'I'Ul>E AS TO SERIOUSLY IMPAIR THE
 
OBJF.C'j'IVES OF 'l'Hr; I\IL FR()(~n.AM IN PAKISTAN. THE AID/W
 
ESFO~;~~' (I!H';I) [~:f)ICflTES 1':1~.'l' AII>/W :-;HAHED 'fHIS REAL
 

CONCt:RN BtJ'r I A1 Tiii SA,'1E TIM~;, PROVIDED NO PHE:>Ef\'r
 
•	 RElIEF. Sl~JCf GC HIlS 11 I,ONG INVOLVl';MEN1' wI'!'H THIS ISSI)I,
 

MIS:; r 0'" C() NSID IRS I '1' APPPo UrHI A'f E TOR EQUE ST GCASSIS TANCE
 
TO RISCLV~ 1H15 IMFO~TANT ISSUE.
 

,	 3. ~AA SECTIO~ 64~C, ~NACTED IN 1973, APPEARS TO PROVIDE
 
'J'HE ~:fCLSSAnY LFGISI.ATIVI Mr';CnANISM TO PRO"nDE SOME
 
~ () DI Cut' rn iI a JEF F0niH EI G!i'r DI F. FER t; N'f I ALSUNDEn
 
CIHCiJ/'srANGl!S .~s ,"JUW E.XJsrr IN PAr.ISTAN. IT IS PROVIDED
 
. ilb J rt\ '1 HA q1] C'f L • • lJl\l: :; Ar. E AVII I LA BL}~ 1" 0P TilE
I 

PUHPCS~S OF '" CHAP'niH 4 Of PAH'f II (ES}') MAY BE
 
USE T0 MA~E G~ANTS T0 H~CIPrENTS TO PAY ALL OH ANY
 
PO 11';' J ():J Cl) sue !i cr n EJJ}; I" J .Ill.. A~; I S DE Tl'R MIN r; D ••• TO
 
EXIST B1r~BEN u.s. At\U Y~~EIGN-FLAG VESSEL CHARTER OR
 
FHEW 11'[ RA'r i£ S V t~ c: UC'1'1 •
 

:')4, G.C. CPINIGNS, rA~ING AS FAR BAC~ AS TO A FEBRUARY 7, 

IL-	 _=_~ ~.....A.::..__ ~	 ~~~_ 
~D? I 



·,......,
1~7<', MU'ORANDUt" FJiOt1 r,C/P"4 TC SER/COM/HI', .rrHJICATE
 
TIlAT 'THE FAILunF. CF A.I.:. TO FORMALLY lMPL:~t",r;NT THIS
 
LEGISIA'J'ION '~IAS ~ FllOIlUC'f O}' 'rHl': }'ftc'r "'}lftT TH8 SC
 
CALLE}; "SA FUNDS" 'A'IWE '1'lIE~J llEING J)lSBlJ11SED ONLY ON A
 
\;RAN'j1 HA~IS. THIS, Cf COUBSE, IS NO LONcaR THE CASE.
 

5. IN 1974, A SECONp ME~OHANDUM FRO~ GC}PNT TO, AMONGST
 
o'rEERS, SB1i/Ct1 RECCGNIZF.D 'PIlAT 640C WAS Dt;SIGNED OUOTE
 

(1)	 TO RELIEVE THE I~PORTING r,OUNTRY AND TH! 
1:~ ND- USF. R' (l F' '1':t BADDED COS ~I 0F SHIPPI ~ G 
ON U.S.-VLAG V~SS'ELS TO THB FXTENT REQUIRED 
BY 'rBE CARGO I-r;J:;}BHENCE ACTi 

(2)	 'CO Il>l:N'['P"{ 'l'm~ FACT 'rHAT PAYMEN'l' O}' SHIPPING 
DIi'f'f,HEN'j'I,US IS NOT ASSISTANCE TO THE 
RECIFIgNT COUNTRY BUT RATHER SUPPORT FOR 
THX U.S. MAkITIHE INDUSTRY; AND 

(3)	 TC ASSIST F~IV~T~LY-O~NED U.S.-rLAG VESSELS 
TC SEetHE CAR:;o}~S UNDER A.I.D. FINANCING 
UNQUOTE. 

'PllESE lEGISlATI',tE I NTERESTS ARB EXACTLY THOSE WHICH
 
ARE ALIHISSEr If THE GOP LETTER TO USAID AND HXF (A).
 

B. I N 'r HIS ~H M}] 1q7 't MEt' tJ RPo NJ) Ut"., I '1' 'N ASS l' ATE D THAT
 
~TANDA~r 1ANGUAGB WAS HEING PHEPARED FOR USE IN
 
IMFll,'I"'ENTATION L~~l'Tl~HS UN~t}{ LOANS OR GRANTS WHERE
 
SHIPPING LIFFi~1NTIAL FUNDS MAY BE MADE 6VAILABLE
 
-'js\SU~,rl'r 'i() :'~CTrCt\' 6'hiC ,~\)~'!:l~lil'.Y. NONETJlELf~SS. A': FA1~
 

A.' l'HI. ~:L.i')lOI\ I.: AVo'AliE, ~iU('ll ~jTAN:t:ARD LANGLJAGFJ liAS
 
NOT BEf~ N FH}'PAIi EI; CRA'r LF; AS'r HAS NOT Bi. F: N HAD E
 
AVAILA3LE TO THIS MISSION. ACCORDINGLY, WHEN THE
 
AGRI r, UI If 1I HAI. CCM~ utI 'r! ES A:~ D EOUrPM EN T PH 0GRAM AGHEEMEN T
 
WAS SIG~ED ON APRIL 10 t 1982, NO PROVISION WAS HA~E
 
1\1 PERt-IT GRAN'rS FOH TREIGH'l' DIFfERENTI AL TO ADJUST 'fHE
 
,:iJP.STAtJ'rIAL INlQUITIES CREJ1'l'BD BY RIQUIRING USE OF u.s.
 
nAG CAHRIERS.
 

~/. 'f Hr SIS SUE AGAI N f, l1 RFA CED IN 'fHE G. C. F I LES I N
 
FEEHllAHY 1ge2 \~HEN G.C., IN AN OPINION TO SER/COM,
 
INUICATED " ••. 1'!H AGENCY SUOULD t1Ai(E NEW EFFORTS
 

•	 ro IMFLgMEN1 SEc/nON 640C I\U1'HORITY". THIS G.e. 
MJ;MOHANr,UM SPECIFICALLY t kEPEA/f SPECIFICALLY. MADE 

UNCLASS IFIED	 ISLAHABAI: 
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I 

REFIHE~CE TO THE IMPORTANCE OF GIYING NEW MEANING TO 
SECTION €4~C I~ THE CONTEXT OF LOANS WHICH MAY BE OF 
FA I'T I CULA R IMP CRTAN CE 1N THE LARGE COMMon 1TY PROGRAMS r .. 

SUCH AS PA~ISTAN. 
AID HANIBOOK HAS 

NONETHELESS, NO HEVISION TO 
EIEN DFYF.LOPED, NOR GIJIDA~CE 

THE 
PROVIDED .' 

TO Tars MISSION AT THE AFAr, RtVIEW OF THE SUBJECT 
FHCGPA~ IN Alr/~ t~ FEB~UARY 19E2 OR SUESiCUENTLY AS 
TO tCSSIBL~ MiCHANISMS TO r~PLIMENT TH~ LEGISLATIVE 
MAI\J;A'fE OF 640C. 

u. ~IS~ION BELI~VES IT IS NECESSARY AND APPROPRIATE, 
FOR REASONS DISCUSSED IN HEF (A), AND IN ACCORD WITH 
THE LUNG RiCOG~r.ZEr ~UT UNIMPLEMENTED MANDATE OF 
64ec, TO PROV 
nliFIR1NTIALS 

DE REtlEF TO THE GOP FOR FREIGHT 
INCURRED IN FY1SE2 AND LI~ELl TO BI 

INCURHE£ IN THE FUTUHE UNDER THtS PROGRAM. 

!1 .. MIS ~ ION, TliF. HEJ 0HE, In:0II EST S G. C. ASS 1ST ANCE I N 
DE~ERMINING TH~ A~AILABLE MECHANISM AND PROCEDURE TO 
11AI{E GHANTS 
BET\~EEN THE 

TO THE GOP TO COYER Bo'rH THE DIFFEHEt\TIAL 
COST OF SHIF}INI~ AID FINANC]c~D GOODS CN 

u.s. FLAG VESSELS AND FORtrGN FLAG VES~ELS U~DER THE 
LOAN FCRTION CF ~HE FY1ge2 AGRICULTURAL COMMODITIES AND 
EqUIP~~NT PROGRAM, A~D UNDER THE LOAN PORTION or THE ......, 

FLA ~ Nt C JUT URI TRAt' CBES OF TH E AG HI ClJLTU RA L COMM()DI1' I ES 
ANI it; l.IPMEN'I' rn0(~HAM. IT IS, '1'0 HEPEA'r, 'I'HE MISSION'S 
POSl1'lON THAT 'iAA 64~1~ CONTF.·jPLATgD JUST SUCR 
ADJU5T~INTS AS A~E HEREIN PROPOSED AND THAT 
THE I~1ERtST OF THE AID PROGRAM IN PAKISTAN WILL BE BEST 
SinVF.D BY RJt;COG,~r7.lt~G AND CORHRC'l'ING FOR Tln~ FnEIGHT '. ~ 

DliF1HEti'l'IAJ. tJt\DEH BUTH TEF. 1982 AND FUTURE TRANCllES 
CF 'IIlIS FR FCSIJJ FIVE Yl:AR PROGRAM. SPIERS 
BT 
#6E78 

UNCLAS ISLAMABAD 16678 2/2 
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ZNR tJuruu ZZH
 
R 110522Z MAR 83
 
FM A~EMFAssr ISLAMAEAD
 
TC SECSTATF. WASHCC ~0~Y
 

.Dr
 
UNCLhS ISLAMABAD ~43€8
 

AI LAC 
'. ;~.' . ... 

E.0. 1;:3 foG N/A 
SUEJI;C'f'r1'ii'RIClJLTURAI	 CO,...MUDITIES AND EQUIPMENT PROGRAM
 

:~91-(116~, us FLA'} VESSEL FREIGHT COSTS_ ",;.'
 
I	 o ~: 

HEFEn INC F: ( A) IS lAM ABAr 1667 E (B) STATE 291056 I	 . ! 
I

(C) ISLAMABAD 15313 ... 

1. IiEF'l'II (A) RECU!S'IF.D ASSISTANCE or GC 'IN DETERMINiNG
 
AVAILAEILITY OF S"IFJING DIFFERENTIAL GRANT FROVIDED FOR
 

'\	 IN FAA Sl-:1;1'ION (j10 C ~'OR LOAN FINANCE)) CUMMODITIES UNDER 
AnRICULTURAL CCMMODITIES AND EQUIPMENT fROGRAM. UNDERSTAND 
GC IlAS PR~PARF.b MEMORANDUM Pf.QUESTING AfPROVAL OF AIAID 
FUR AFPLICATJON or THIS PROVISION. 

c. }iF.GUEST UfCh'n eN STATUS OF THI~ REQln~ST, PARTICULARLY 
..	 :;.trJCE FY 83 PA.AD .AtJf~NDMF.NT FOR 'IHIS ACTIVITY IS NOW 

BEING IRAFTFE, AND IS EXFECTED TO EL SUBMITTED TO AIV/W 
FOR AUTHOHIZATICN IN APRIL. GIVEN INTENSE GOP CONCERN 

,	 RbGARtJ.NG FRIIGH'r DIFFERENTIAL, THIS IS LIfCELY TO BE 
hAIS~D DURING ~FGCTrATICN OF THE AMENDMENT. VB NEED 
EARLIEST POSSIELE INDICATION OF APPROVAL. SPIERS 
Jl'r 

t1436E 

UNClASSIFIED	 ISLAMABAD 04368 
II 

I 
I 
I.
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J..CTIO~ HE!'iORANDUM FOR THE ADMINISTRATOR 

TF.RU	 ES ~~ I ~l i~ tP ~~f; 
FRO:1	 bAlM, R. Tom Rollis ~1::111\)~1", ~~. 

AA/PPC, John R. Bolt.o 'I~~U~;':;' 
. 

SUBJECT: Shipping Diff~rential - oreign Assist~nce Act (FAA) 
Section 640C 

P::o:>le:l:	 To implement fully Section 640C of the FAA.y 

Scr~ary:	 section' 640C was en~cted in 1913, at AID's request, 
as a means to relieve its borrowers from the costly and 
negative impact of the Car~o Preference Act on the foreign 
assistance program. In some cases it may cost five times as 
much to ship cargo (e.g. fertilizer to Pakistan) o~ U.S.-flag 
vessels as on foreign-flag vessels. 

The Agency has not made full use of Section 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 
s~ift grant funds from other activi~ies in order to cover 
shipping differentials. 

1/ Section 640C provides: 
, Shipping Differential.-For the purposes of 

facilitating implementation of section 901(b) of the Merchant 
~~~i~e Act 1936 (46 U.S.C. 124l(b)), funds 'made available for 
t~e ?~rposes of chapter 1 of part I or for purposes of chapter 
~ cf ~a~: II may be used to make grants to recipients to pay 
~l~ 0= a~y portion of such dif~erentia1 as is determined by the 
Se~:-e-.:a::-y of Corr:nerce to exist between United States and 
~~:e:~~-:~ac vessel charter or freight rntes. Grants made 
~~~s=--.:~~s ~ection shall be paid with United States-owned 
~~=E~~n c~r=encies wherever feasible. 

::-.,,= 'Ji.;.roQse of this section was threefold: 
- . (1) to relieve the importing country and end-user of 

t~e a~ded cost of shipping on U.S.-flag vessels to the extent 
=e=~i=ed by the Cargo Preference Act: 

- (2) to identify the pf1.yment of shipping differentials 
as s~=:>or~ for the U.S. maritime industry rather than assistance 
~= ~~~·reci~ient country: and 

(3) to assist U.S.-flag vessels to secure cargoes under 
.:, : :. :::. :1 a ~, ~ i n9 • 
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\,:e are informed by the Office of Genet'al Counsel that Section 640C 
?ermits the Agency to use that authority in one additional way. 
Section 640C permits the Agency to use loan funds to pay ocean 
freight differentials without including the amounts so paid in the 
lo'an repaymeht obligations of borrowers. Loan funds admin,iste,red 
in this manner may be counted as loan obligations for purposes of 
the loan allocation in the appropriation legislatio~. See legal 
opinion at Tab A. 

Discussion: The legal analysis makes he following points: (1) 
Congress provided Section 640C authority in 1973 to relieve 
borrowers from having to pay the high cost Qaritime subsidy and 
to remove the disincentive to use U.S.-flag vessels generated 
by the subsidy. (2) Section 640C authorizes the Agency to use 
either grant or~ndisbursed loan fund~ to pay the ocean freig~t 
differential. (3) The prohibition on the forgiveness of ' 
principal and interest contained in F~ Section 6~0(r) is not 
applicable as long as no loan repayment obligation is created. 
(4), Although the statute requires that U. s. -owned foreign 
currencies be used to cover the differential whenever feasible, 
we do not believe such payment is feasible except where U.S.-flag 
carriers are willing to accept foreign currency as freight payment. 
(Tab A.) 

A substantial amount of AID funds are presently used to pay 
shipping differentials for AID-financed bulk commodities. 
MISER/COM estimates that the amount in CY 1980 - under both 
loans and grants - was $30,500,000. In CY 1981, it was 
$8,300,000 and in CY 1982 the amount is expected to be about 
$31,000,000. (The low 1981 figure results from the timing of 
some major shipments of fertilizer to India and corn and coal 
to Egypt.) These figures do not include the shi~ping 
differentials associated with Israel or PL 480 Title II 
cargoes. (The extra cost of shipping to Israel on U.S. flag 
vessels will amount to approximately $40,000,000 in CY 1982.) 

We propose a change in Agency policy with respect to approxi
mately $11,000,000 of the expected CY 1982 'aQount which will 
be attributable to loan programs in India, Pakistan a~d 

zanbia. These are the rilajor programs where bulk cO:iU":'::>dities 
are now finance~ by AID on a lqan basis. rn~er prese~t policy 
~he ~se~cy ~oule not ap?ly Section 640C to these prog=a~s 

D€Ca~Se they do ~ot involve a reallocation 0: grant :~nds. We 
~ou15 c??ly the autho=i~y to these loan prcg=arns and ~o any 
o:.hers ',,;he:,e bulk comri'looities were financec.. 

Our ~rooosal to shift these ocean freight cifferentials to a 
grant basis could be i~plemented by means of an internal 
accounting entry. The Office of Financial Management 
has been involved in discussions concerning this procedure and 
assures us that the mechanics of it could be worked o~t and 
Donitored administratively. We expect to ap?ly it to shipments 
of 'bulk cor.unodities uncer charter where the amcunt 0: the 
dif:erential is rilost readily measured rather than to liner (, 
shi~~en~s ~:hich are usually small and more d~~ficult ~o 

~eas~re as an administrative matter. 
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v:e recommend that the Agency adopt this proposed use of Section 
6~OC so that borrowers of AID funds can be fUlly relieved of 
the ocean freight differential cost which constitutes a subsidy 
to u.s. maritime interests. If you agree, we will initiate 
consultations with o~m and the interested committ~es of the 
Congress. We believe such consultation is advisable because the 
a~thority has not previously been used to pay for ocean freight 
differentials with undiJbursed loan funds. 

Before approving this proposal you should consider whether or 
not to go fOlvard at this time in light of the impact of the 
p=oposal on the federal budget and the potential Congressional 
reaction to it if presented now. There would be some (though 
mini~al) 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 1974 when the legislation was enacted. 
On balance we believe the benefits to the AID program of the full 
implementation of Section 640C outweigh these potential difficulties. 

You might also consider the feasibility of resolving the shipping 
differential problem more fundamentally by seeking a separate 
line item to c~ver 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 
l.gency's problem would be completely resolved. This approach 
could be considered for the future even if the proposed use of 
Section 640C were adopted. 

Reco~112'n'dation: That you approve, subject to consultations with
 
0:·8 and the interested commi ttees of Congress, the use of
 
undisbursed loan f\.lnd~ to pay ocean freight differential on a
 
crant basis ~\thout including such amounts in the loan repayment
 
;bligations of the borrower.
 

Approved: __~l~~~ __ 
Disapproved: ~-----------------

07 lfl ~R i3e3Date:

;.. ":. -: a c hiil~;} t :
 
7ab A - GC/CCM opinion of Feb. 1, 1982
 

Clearance: 



-
 UNITED STATES AGENCY FOR IITERIATIOIAL IEVELOPMF.IT
 
~ , Q'-AIS510N TO PAKISTAN ANNEX A.S
'11111' ~ Page 1 of I 

'I 
Cabl. I UIAIOPAK HIADQUARTlIb; ="ICI 

IlLA!,AIAD 

THE DIRECTOR April 9, 1984 

Rear Admiral M. Paz!l Janjua 
Minister for Pood. Agriculture and Cooperativea 
Pakistan Secretariat. BlocK 'B' 
Islamabad 

Dear Mr. Hinister: 

As promised, the following represents my understanding of the 
results of our discussion. held on April 5th in your office. Pleale 
let me know if your underatanding and ~ne coincide. 

With respect to the NFHL/NFC issue I believe it 18 now underltood 
that it is a public sector organ!tatiou by dint of itl beneficial 
ownership beiog 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 as part 
of the percentage allotted to the public sector. 

With reape\.t: to the ullot::6t1on of fertilizer d~livered under the 
1983 AgriCUltural Commodities and Equipment Agreement, it 1, my 
understanding that, as 11 result of our meeting, an attempt vill be 
made to ~11ocate larger qunntities to the private sector firms, 
1. e., EXXON, Dawood l:erculea) and Fauji, in order to come as cloa. 
as possible to if not to achieve at least the agreed 50-SO public, 
private split. 

A 

Rc::8tU:U1ug future nllocutiops of imported phosphatic fertil1r:era, I 
understand that the policy will include a fairly rapid decrease in 
allocations to provincial public agencies, incr· lBed allocBt1ons 
above the 50 percent level to the private sector distributors, and a 
percentage to NFHL that iB cona1Rtent with its Urea production 
ahare, luking into account ita phosphatic fertilizer production 
capacity. It is recogni~ed that it 10 necessary and feasible to 
reduce prOVincial public distributora down to 10 to 20 percent of 
imported phoophatlc fertlli~erB over three or four years. By 
1986/87 it waR agreed that your officers would try to work out an 
HPPfO!1ch which prodded for at leaat 40-60. public-private split. 
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Although 'f~ 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 re6pect to the 
application of incidentals, theae would immediately be equalized for 
all public and private sector distributors, including provincial 
distribution agencieB. Specific allocation among private aector 
firma wOt.lld be rou8~~ly on the basia of market ahare related to their 
share of production of ni~rogenouB fertilizere. Private sector 
distributors will lift their share of twported fertilizer directly 
from the dock 1n Karachi without reference to provincial authorities. 

Recognizing the oigni£1cance of two apl.!c1flc benchmarks in the 
recent 1984 PL ~80 Agreement, we provided suggested suggestions aa 
to the measures that the MJnistry of Food and Agriculture might take 
or might Beek to have otlleru take with respect to the b~nch[IUlrk 

requiring the GCP to purchase non-trud1t1"onal 011 at the GCP mill at 
a price equivalent to the price of cottonseed oil~ and with respect 
to the benchmark encourug1ng the Mlnltitry of InduatriclJ to JncreClSC 
the ul1nctloned capacity of private Hector Gl,ec ml1l:; baaed 00 their 
UHC of domestic non-traditional o11sceds or non-subsidized imported 
vegetable all. We believe these are two ocnchmarka of particular 
concern to the M1ni~~ry of Food and Agriculture, as the Government 
of Pakistan's agency responsible for increasing agricultural 
production. We recoguize that the Ministry of Food and Agriculture 
cannot act indepeudently on theoe matteru 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 discuuo these matters. You made 
it posHiblc for U9 to move forward 80 that. ""f.! Cim achieve the 
GOP-USG targets with reapect to this year's Agricultural Commodities 
and Equipment Program. ~ 

Dest personal regards. 

Sincerely, 
Original ~igncct by: 

Donor M. Lioncc:	 Mr. Ejaz Ahmad Naik, Secretary General
 
Economic Affairs Division
 

, Government of Pakistan
 
Islamabad
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Cabl. I USAIDPAK 
HEADQUARTI!~S OFFICE 

. ISLAMABAD 

Ma rch 1l3, t 934 
II.

I, 

Mr. Ejaz A. Naik
 
Secretary General
 
Econo mi c Affa i rs Di vi sian
 
Ministry of Finance and
 

Economic Affairs
 
Government of Pakistan
 
Block C, Room 302
 
Pakist~n Secretariat
 
Is 1ama bad
 

Subject:	 Agri cultura 1 Commodit ies !,p. Equi prnent Program( 391 ·0468)
 
Program Assistance Approval Docume~t (PAAD)

Amendment for rv 84	 . 

Dea r r~r. Secreta ry Genera 1: 

I wish to share with you A.I.O.'s thoughts on a proposed
 
schedule for makino additional funds available to the
 
Government of P~kistan In U.S. fiscal year 1984 for the
 
subject Program and the policy framew'ork ~/ithin v/hich funds
 
will be obligated. 

Current plans call for the CO! pletion of a PAAD amendment
 
by the end of April for AID/Washington's review and authorization
 
in ~laYt with a signing of the Amendatory A9reement in June 1984.
 

\-)e expect tha t the sinn i nl') of an Amenda tory A~reement by ,June
 
1984 Ciln be eL only tl fUIIJr) our joint efforts. HO\.'If~ver,
 
prior to the completion of a final PAAD amendment, several
 
AID concerns should be addressed with respect to the policy
 
environment within which fertilizer ~nd cotton procurement
 
will occur. The followinq is our present thinking on these
 
matters: 

1. Fertilizer 

The two p 'inc;pal issues concerning fertilizer
 
telale to the ro)e of the private sector in the distribution/

lI1arketinq of the commudity and the application of uniform
 
incidentals. 
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a. Private Sec~or Role 

Based on eatlier correspondence between USAID and the Ministry' 
of Food, Agriculture and Cooperatives,' the GOP agreed that at least 50 ! 
percent of the fertilizer imports would be distributen through Pakistani I 

private sector channels. In this connection, a portion of the fertilizer ;
 
procurement us; ng FY 83 funds was marketed Lhrough the Na ti ona 1 Fertil i zer .
 
Marketing Ltd. (NrML). We understand, however, that the NFML is a
 
subsidiary of the National Fertilizer Corporation (NFC), a Government-owned.
 
corporation and, if such is the case, would not qualify for inclusion in
 
the 50 percent private sector allocation. I~e are working with Ministry of/!

Food. Agriculture and Cooperatives officials to further clarify the statu~
 
of NFML. As a further step towards increasing the role of the private
 I 

sector, we propose that the share of private distributors {excluding NFML)
be increased to 60 percent. 

b. Uniform Incidentals 
I 

We are working closeiy with Ministry of Agriculture officials 
to ensure that a uniform standard of, incidentals is applied be it distri 
buted by public or private sector organization$. A decision to this effect 
was made a year ago but has not been implemented to date. 

2. Cotton 

As we consider the use of FY 84 funds for additional cotton pro
curement, we would request th~t you consider the following: 

i. Participation of the Pakistani rriv~te ~ector in coLton importing
(using FY 84 funds) consistent with the Sixth Five-Year Plan's overall 
emphasis in giving the private sector a greater role in development in I 

Pakistan. 

ii. A procurement price structure that reflects the relative market 
values of both l~nt and cotton seed. and widespread dissemination of 
information on pt ice changps. 

iii. Issuance of a public notice that (a) ginners are required to 
pay farmers a mutually agreed upon price for cotton seed or return the 
seed to the farmer after ginning and (b) all oilseed crushing plants are 
permitted to sell cotton seed oil to th~ highest bidder, regardless of 
whether the buyer is a public or private sector firm. To better 
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moniter iii (a) above, t:!.!:italJli!3h a comprellcn;Jivc directory of 
all cotton ginners. 

l: look forward to me~ ting wi th you at your ca l"l ies t. 
convenience to discuss these issues. 

Sincerely, 

Jimmie ~. Stone 
Acting Director 

cc:	 Mr. r~anzur Ahmad
 
Additional Secretary

Ministry of Food, Agriculture

and Coopera ti ves
 

Government of Pakistan
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Telephone No. 200 18 '-leOtam' AGRIDI\' 

DO. No. F .3-10/82-F.,.t. 
nOVERHMENT'OF ·"AKISTAH· 

...INlll nv OF '000. ",ORlCUlTURI
 
AND ~OIIERA"VE8
 

I f~ll A AfJllcullu,. o.Ir,MoM I
 

MANZUR AHMAD 
ADDITIONAL S(!CRETARY 

Subjectl- AQRICUL TURAL CQMMODlTmS A~ EQU1PMENT 
pnOGRAM ( 001-0488) PRIVATIZATION OF Ft::ATILIZ~R 

MARt<ETING • 

Dear M,. •. 

Pleftae rero,. tc;» 'Jo'J" lette" datod 4th o.c.mhe,..1QQ3, 0:1 

the .\b"'ct cited ~bO\lO .. 

2. R.plle. to thot threo point. ,.aleed In your lette,. are 
a. 'ollow.I-

I would IIko onco Iionln to eKton::! the ,~.....~ 

tho\\t al If.lt1.t 00,," 01 InlportfJd ro,.Ullz.,,. will be 
markatud th,.OU\Jh tho orlv.ate Meta.. dl.trlbuto,. • 

.	 (Includlrv.r NFC) r.-ol'" ."......llry. 1984,1,.,..epectlw 
or whother the 'o,.tlllze,. I. purchaae:i u.'rl!r US 
AID Lonn or other "ou~ca•• We havo a,,.oad; 
coruulled all the distributOr's III"d h!\v'J "\J.JlJn..-J 
,"rlnlte "',\rlll to t1,\l.':h u:w f1I thlm. . 

(2) • UnlrOl"m I nclcJentals Lo all privata 
!!!.!kt~,..!'". mqrkotlng ImPOr"-!!!!.
 
r,"rllllzlJ".
 

Th<o,.o I. no doubt thl1t WIJII havel cklclded 
In prlnclplo to allaN unlrorm Incldontftl. 
to all	 prolvl\U1 IIeCtor dlat,.lbutor. 'or 
mAkellng Iry'lPOrtnd ro.... tIllzur. 1"",I.men
whon d thh, cJe:c:llilun will, hCNYUVCI,., toke 
~	 tlmfJ bocouea II runbar or logal I••ue. 
s,.. I~ol""d. 

(:J)	 Incarpor'Ation or ,.oqul,."mClntli or private 
ector dh~tl·lbutor. In lhc\ 0ov.!!"rrnent l • 

[?l nnw rOf' ImPO,.t of r.,.t II 'z~,.. 

Tho Qysoclatlon or prlvattl dlst,.lbutors In t.htJ 
dotormlnnUon or In~l r.,qulrC'menta I. alrofldY 
o••ured that tho nn,,-,ol budoot or rerUlizer ar. 

Contd••••• •P/2 

'\
 
I 



ANNEX A.5 
Page 7 of 7 

-2"'1" 

placed f'or r-evlew af')d comme~. ber0l"'8 
the Executive Commlttee d the Fer-tlllzer
Plannlrg Committee ln whlch the pr-lvate 
distributor's ar-e f'ully r-epr-e8ented. 

With best r"Ggar-d., 

It ..-. ~_ ~..1. 

( Manzur Ahmad ) 

Mr-. Doror- M. Lion,
 
Dt r-ector-,
 
US AID Mission In Pd< lstan,
 
Headquarter-s orrIce ,
 
Islamabad.
 



FI~NCIAL I1ANAGE.I'lENT REPORT 
.UI of 03/31/94 

PROJECT NC./TITLE: 391-0468 AGRICULTURAL C~DITIES/EQUIPMENT 

AiD/w FUNDED PROJECT (IN -(00) 

SUMMARY TRANSACT I ONS 

i3r."tJLa.n 

6 
G 

Budget Cod. 

HESA-B2-37391-KG 
HE~-37391-K6 

32 
32 

Oblig~ted Eo

2600t..1 
20000 

IrlllarkllK1 

258:57 
742 

ee-l tttrd 

25723 
672 

E X PEN 0 
DisbursRd 

(11 
10432 

1 
A

r 
cc

U R E 
rued 

6 

S 
~ot.l 

10438 
0 

TOT~ GRANT 4bOOO 26599 26395 10432 6 10438 

L HESA-S=-~J~91-KL 32 34000 34000 :r4OOQ 34000 .34000 
L t£SA-83---;.7391 -l<."l. 32 40000 28917 :0:8917 19n7 6318 2:569:5 

TOTAL LOAN 74000 6:zq17 6:zq17 53377 6318 5969:5 

TOTAL 6 &. L 120000 89:516 89312 b3S09 6324 70133 

(1) Di~ur5e.ents through 1/31/84 reported by qID/W 

PrOjRCt St.rt D.te: 
No. o~ Revisions 

PACD I 

Un 
Pipeline .ar......ked 

15502 143 
20000 19258 

~ 19401 

0 0 
1430:5 1-1083 

1430:5 11083 

49867 3O-4S4 

4/13;82 
( 

-10/13/84 

lkI 
co_itt.-d 

134 
70 

204 

0 

0 

204 

II.. 
Olll ... 
w 



FINANCIAL MANAGEMENT REPORT
 
oil. of 03/31/84
 

PROJECT NC./TITLE. 391-0468 AGRICULTURAL COMMODITIES/EQUIPMENT
 
GRANT (IN 5000) 

EX? E N D I T U R E S Un Un 
El--.t ObliO.t~ E~lIIOIrkltd ea-.l ttfi1 Disbursfi1 Accrufi1 Total Pip.lin. -.r..,-kRd ca..ittlld 

(1) 

HESA-82-37391~8 32 
01 Ga'9'lDD I TIES 26000 25857 ZS723 10432 6 10438 1:5:562 143 134 
L/~ ~1-K-60201 CONNELL BROS. 17935 17935 9179 9179 8756 0 
L/C~ 391-K-60202 CONNELL BROS. 95Q 950 835 ~ 9'S 0 
L/COI'1 ;sql-K-60203 AEGIS bOOO bOOO 39 ~ ~bl 0 
L/~ 391-K-60204 AEGIS 57S sns 288 2S8 2S7 0 
L/COI't 391-K-60205 ORA 70 70 0 70 0 
L/COM ;sql-K-602OB ORA 200 78 71 6 77 123 122 
L/COI"f ;sq l-K-6020'i' ORA 127 115 127 12 
Ul\EARr'lARI<ED 0 143 143 0 
BPC TOTAL 26000 ~ 25723 10432 6 10438 1~2 143 134 

HESA-83-37391-l<G 32 
01 COl1t1OD I TI ES 20000 742 20000 1~ 70 

PIO/C 30293 (DRA-391-K-60301 ) 742 672 742 70 
~ 1~ 192:S8 
SPC TOTAL 2ססoo 742 672 0 0 0 2ססoo 19258 70 

PROJECT TOTAL - GRANT	 46000 26599 2b39S 10432 6 10438 ~ 19401 2M 

(1)	 Di5bur• .-.nts through 01/31/84 ....epor-tfi1 by AID/W • 
USAID/Xe, ...bad throaab 3/31/84. 

Ii ....
-=

0.. 
w 

Doeunleut
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FINANCIAL 11~ REFORT 
..5 OT 03/31/84 

PROJECT NC./TITLEI 391-<l468 AGR I OJLTURAL. C~ODITIES;EOUIPMENT 

LOAN ,IN SOOOI 

~ ~: 
P"'\ 

>.:'.. 
~~ 

~ 
~. 

~..,-, 
t~ 
~ 

V ....... 
~ 

El ...... t 

HESA-S2-37:;91-l<J... n 
01 COI1l'1OD I TI ES 

L/COM ~1-K-IB701 

L/CCI'l ~1-K-IB702 

L/~ ~1-K-IB703 

L/C~ 391-K-IB704 
L/~ ~1-K-le705 

L/CCI'l 391-K-IB706 
L/CCI'l 391-K-IB707 
LJ'CCI'l ~1-i(-IB7oe 

L/COM 391-K-IB709 
LJ'~ 391-K-1B710 
LJ'CCI'l 3'ill -1 8711 
BPC TOTAL 

ObI i q.at.a 

34000 

34000 

• , ,r.£rk.-d 

34000 
9BB3 

10168 
4769 

462 
19:56 
3225 

9 
470 
531 

13:52 
·117:S 

34000 

E X PEN 0 
Ce.-itt~ Disburs~ 

(11 

.34000 34000 
9BB3 9883 

10168 10168 
4769 4769 

462 462 
19S6 1956 
3225 322:5 

9 9 
470 470 
~1 ~1 

13:5Z 13:52 
1175 1175 

34000 34000 

I T U R E 
Accrued 

0 

0 

5 
Tot.d 

34000 
'?8B3 

10168 
4769 
402 

1956 
~ 

9 
470 
~1 

13:52 
1175 

34000 

~p.lin.. 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

Un 
e.r,....rk.c:l 

0 

0 

Un 
co_itt.cS 

0 
0 

0 

~ 
.,-,~ 

7"",..., 
r. 
~ 
0 
~ ,... 

l'j 

HESA-83 -3'7:W l-KL n 
COI'1l1OD I TI ES 
PIL NO • 7 
L/CCI'l 391-K-IB7AOI 

-1:/COI't 391-K-IB7A02 
L/CCI'l ~91-K-la7A03 

L/CCI'l ~1-K-IB7A04 

LJ'~ 391-K-IB7AO:5 
L/~ 3'ill-K-187A06 
L/CCl" 391-K-IB7A07 
L/~ ~1-K-IB7AVS 

L/~ 3'ill-K-187A09 
L/CCI'l 391-K-167AI0 
L/C~ 3~L-K-187Al1 

LtEAR/'tARl(ED 

BPC TOTAL 

40000 

40000 

:zaq17 

1059 
2254 
2252 

138:57 
2ZS7 
113:S 
206:5 

5B4 
2772 

677 
7 

28917 

29917 

10:!9 
2Z54 
2252 

13857 
2257 
1133 
:zoo:s 

:584 
2772 

677 
7 

49'i17. 

19"5T7 

10:58 
2249 
2251 
9012 
223:5 
1079 

2493 

19377 

6318 

:5713 

598 
7 

6318 

2:5695 

1~ 

2249 
22:51 
137~ 

2235 
1079 

0 
0 

2493 
598 

7 

25695 

1430:5 

1 
5 
1 

132 
22 
:54 

206:5 
:584 
279 

79 
\) 

11083 

1430:5 

11083 

11083 

11083 

0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 

ii 
w 
OCII ... 
w 

PROJECT TOTAL 74000 ..2917 62917 ~7 6318 59695 14305 11083 0 

( 1) Oisburw..-..ts through 01/31/84 r"ported by AID/W 

~--? 
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ANNEX e,l. 
FERTILIZER SUPPLY AND OE"AHO BALAHCE 

Page 1 of 11 

•• J ('000 tulTl_ 

Crop Y.ir 1992/83 

Rlbl Khiri( lohl 

N P K Talil N P K lahl N P K Tohl 
----------------------_.--------------------------~---_._---~.--------------.------._-_._--------------------------

Supply 902 304 . 31 1237 901 228 23 1I~2 144~ 399 42 1896 

Opining Inv.nlory 3J~ 138 I~ 1BB 3~8 m 12 503 335 138 I~ 488 
Indigenoul Produclion 498 41 539 ~14 37 ~51 1012 78 0 1090 
I.porli 69 12:i 16 210 29 58 11 98 99 183 27 308 

Ollind 730 273 45 1~48 6JJ 185 33 851 1177 356 52 1585 

OHhk. ~23 171 19 713 40~ 83 7 49~ 928 254 26 1208 
Exporh 21 21 42 42 63 0 0 63 
Reserves Rlquir.d 196 102 26 314 196 102 26 314 186 102 26 314 

Surplu, (tl/O.(icil (-) 172 31 -14 1" 269 43 -10 301 268 43 -10 301 

------_.---------------_..-----------------------------...... .~----._----_ •.-----_ .. ---_ .. _-------------.."..--_.--

Crop Yeir: O~lob.r-S.pll.blr
 

Ribi: Ocloblr-"arch
 
Kharirl April-Stpll.blr
 
Reserves Rlquirldl 20, 40, ind 100 p.rclnl o( innuil o((llk. (or nilr09tn, pholphDroul,
 

ind pol ash rlsplclivlly. 

SOURCE: FDFI 



ANNEX C.l. 
FERTILIZER SUPPLY AND DE"AHD PROJECTIONS 

Page 2 of 11HIGH DFFT~E SCENARIO 

-----.----_.--------------------------------------._--~-._---------------------------------_._--_.----------------. 

Crop Year 1983/84 
._----------------------.---------------------_.----------------------------------------

Rlbi khuif TollI 
---------------------------- ----------------------------- .----------------------.-----

If P k Tolal It P K Tolil It P ~ Tolll 
-------------------------------------------------~--------._----------._--------~.------._-_.-----------_. __._-----
Supply 1040 3~" 35 1434 87~ 214 36 1125 155:S 399 54 2008 

Opening Inventory 454 145 16 615 360 174 17 551 454 145 16 615 
Indigenoul Production 516 41 557 515 40 5~5 1031 8~ 1112 
I.porls 70 173 19 262 19 19 70 173 38 281 

Dl!und 882 296 45 1223 6~1 204 36 871 1311 389 54 1754 

Offhke :l80 195 18 783 429 93 531 1009 278 27 1314 
Exports 100 100 " 100 100 
Reserves Requirrd 202 111 27 340 202 111 27 340 202 111 27 340 

Surplus (+lIDllflcil H 158 b3 -10 211 244 10 0 2~4 244 10 0 254 
~. __ ._-------------~---
--------------------------------------------------------------------------------------------------------_...-------

Crop Veir: Oclcber-S.plelblr
 
Ribi: Oclober-Kirch
 
Khirif: April-StpleDblr
 
I.porls: Acluils uplo ".rch 1984.
 
Res~rves Rlquir.d: 20, 40, ind 100 p,rclnl of ~nnu~l offtlke for nitrogen, pholphoroul,
 
ind POliSh resplcliv.ly. 

SOURCE: FDFI ind U9AID Sllff .,til.lls 



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

ANN£X C.l. 
FERTILIZER SUPPLY AND D~AND PROJECTIONS 

HISH OFFTAkE SCENARIO Page 3 of 11 

('000 NItTI 
._-------------------_._------~--------------------_.---_._-----------------~-------------------------_._--- -------

Crop Y'lr 1?84/8~ 

-------------------------------------------------------------._.------------------------
Rlbi kh.rir TotiI 

---------------------------- --_.------------------------- -----------------------------
N P K Tohl H P K Toll I H P k Tohl 

------------------------------------------------------ -------------------------~----------------------------- ------

Supply 9b7 328 58 13~3 837 226 47 1110 1487 431 70 1988 

Opening Inventory 44b 121 27 ~94 317 123 35 47~ 446 121 27 594 
Indigtnoul Produclion 521 40 ~61 520 39 ~~9 1041 79 1120 
reporls i67 31 198 64 12 76 231 43 274 

Drund 8b4 328 ~8 12~0 703 226 47 976 i353 431 70 1854 

Offtakp. bl~ 205 23 843 454 103 12 569 1069 308 3~ 1412 
E~portli 35 35 35 35 70 70 
R~serv@, Rlqutr@d 214 123 35 :m 214 123 35 372 214 123 35 372 

Surplus (+) IDff icil (-) 103 0 0 103 134 0 0 134 134 0 0 134 

Crop Ye.rr Octobfr~S'plt.bfr 

Rabi: Ocloblr-~.rch 

Khar II: I\pr i l-Seplfllllr 
Re,ervel Requirldr 20, 40, and 100 p.rc,nl uf innuII offtak. for nilroQtR, phosphorous, 

and pollih rlsplcliv,ly. 

SOURCE, FDFI and USAID Sl.rf 'Ili••tll 

rJ 
(V
 



AHNEX C. I. 
FERTlLIi.ER SUPPI YAND DE"AHD PROJECTIONS 

HIGH OFfT~KE SCENARIO 

('000 NHTl 

Crop Ve.r 1985/8h 

Khml Tolill 

P K Tobl N p K Tol.11 N K Tot aI 

------------------._-----------------------~------------_ .. -------~---------------_._.--------~-----~---------~._---
Supply 900 ~bS 75 1340 eoo 2~1 60 1111 H52 479 90 7021 

Opening Inventory 3~B 123 35 ~O6 248 m 45 430 348 m 35 SOb 
Indigenous Production 552 40 592 55~ 39 591 1104 79 IlBJ 
Iliports 20?- 40 242 n 15 90 277 55 J32 

Dl!und 879 365 75 1319 709 251 hO 1020 1361 479 ciO 1930 

Ollhkl! 652 2~8 30 910 482 114 15 l\ 11 II :~4 ~4i 45 15?1 
Exporls 
Reserves Rvquirld 227 137 45 409 227 137 45 409 227 m 45 409 

Surplus (f) ID,llCIl H 21 0 0 21 qI 0 0 ql 91 I) 0 ?I 
.. __ .----------- .. ------
.. -- ... --------.. -._ .. -----------------_ ......... -- -- -- ------------------------ ......._----_ ....._--- ... ......... -_ .... --- ......._----_.-.-. -- ..... _-


Crop 'par: Oclob~r-S~pte.bp.r 

R~bl: October-March 
~har if: I<pn l-S~ptl.'.bN 

Reser~es Requlr@ul 20, 40, .nd Ivv percenl 01 annuil olllake lor njlrogfn, pho!iphorolls, 
J"d ool~~~ ~~spec~i~~I,. 

SOURCE: FDFI ind USAID Stafl l.'5ll.ale~ 



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

AHtt£1 C.l. 
FERTILIZER SUPPLY AND DE"AND PROJECTI~S 

HIGH OFFTAKE SCENARIO Page 5 of 11 

- --- - ---_ ..--------_.. -_ .. --_ _ --.- ..---_.--- ..--.._-- _..-- --- _ -_ -_ ..------_..-------_.._------_ .. 
Crop Yair 1986/87 

-----------------------_....-------------------------------._----------------------------
Khuif Tohl 

N P K Tohl N p p_________________________________ u _________ • ____________________ • ~ Tolil N K Tolal_________________________________________________ • 

Supply 9~1 40~ 93 1429 774 279 7~ 1128 1465 532 112 2109 

Opening Inventory 31B 137 ' 45 500 240 152 56 44B 318 137 4~ 500 
Indigenous Production 535 40 575 534 39 573 1069 79 114B 
I.ports 78 228 48 354 BS 19 107 78 316 67 461 

O,und 931 405 93 1429 751 279 75 1105 1442 532 112 2086 

Orrlike 691 253 37 981 511 127 19 &57 1202 380 56 1638 
Export:; 
Reserves Raqulred 240 152 56 448 240 152 56 448 240 152 56 448 

Surpiu; (f)/ueilut H 0 0 0 0 23 0 0 23 23 0 0 23 
.._------- .....----..-------

Crop Yeir: Oclober-S.plelber
 
R.bi: Octob,r-"irch
 
Kh.n f: April-Septlllbir/
 
Reserves Required: 20, 40. ind 100 plrclnl 01 ~nnu.l alllik. lor nilroQ.n, phosphorous,
 
.nd pol.'h fosplclively. 

SOURCE: FuFI ind USAID St.ff fslil.le5 



ANNEX C, I. 
FERTILIZER SUPPLY AND DE"AHD PRGJECftOHS 

lOW OFFTAkE SCENARIO Page 6 of 11 

('000 NPITI.
 
--------------._--_.._------.-------_._--~.------------ ---------------------------------------------.-.-------.----

Crop Year 1993/84 

Y.huil loti) 

vN P To\_l ?l i ~ iot.1 II P K Tolilt 
- __________________ ~ ___ ~ __________________________ 1 ___ •• _._._______________________________ M _____ • _________________ " 

Supp 1Y 1040 359 35 1434 875 214 36 1125 1555 399 54 2008 

Opening Inv,ntory 4~4 145 16 615 360 174 17 551 454 145 16 615 
Indigenous Production 51& 41 557 515 40 555 1031 81 1112 
llpor I s 70 173 19 262 19 19 70 173 38 281 

De.~nd 979 295 ~5 1219 b16 200 3b 952 1296 385 54 17~ 

Orlhke 580 185 18 783 417 90 9 516 997 275 27 1299 
Expor l5 100 100 100 100 
Reserves Required 199 110 27 33b 199 110 27 336 199 110 27 33b 

Surplus (+l/Def icil H 161 64 -10 215 259 14 0 273 259 14 0 273 
---------------.------
- ________________________________________ M ____________ ___________ ~ _______________________________________ ~----_____ 

Crop Year: Oclobfr-5fplRlber
 
R~bi: Ocloh!r-K.rch
 
~h.rif: April-Seplelber
 
I.ports: Aclu~ls uplo K.rch 19B~.
 

Reserves Required: 20, 40, ~nd 100 plrc&nl of ~nnu.l offl.~& lor nilrogan, phosphorous,
 
and pol.,h r!5pecllvlly. 

Source: FDFI .nd USAID fslil.t,l 



ANH£I C. t. 
FERTILIZER SUPPLY AND DE"AND PROJECTIO~S 

Page 7 of 11LOW OFFTAKE SCENARIO 

.
 
------------------.---.-------------~------------_..------_.-------------------------------------------------------

Crop Ye.r I?B4/85 

Ribi Khuif 

H p K Tahl N p K Toh) N p K Toll11 
-----------------------------..---------------------_..----.-------------------------------------------------------
Supply 979 319 57 13~5 8&7 216 45 1129 1499 416 68 1983 

Opening InvQnlory 458 124 n 609 347 119 34 500 458 124 27 609 
Indigenoul Production 521 40 561 520 39 559 1041 79 1120 
I.ports 155 30 185 58 11 69 213 41 254 

Dl!und 837 319 57 1213 669 216 45 930 1301 416 68 1785 

Of It.kl! 597 200 23 820 429 97 11 537 1026 291 34 1357 
Exporls 35 35 35 35 70 70 
Reservl!s Rlquired 205 119 34 358 205 119 34 358 205 119 34 358 

Surplus (+I/Dlf icil (-) 142 0 0 142 198 0 0 198 198 0 0 198 
----------------------. 
-- ••--- _______________________________________________••_.___ w ______• _______________________________________________ 

Crop Year: October-Seplelber
 
R~bi: October-"arch
 
Khar if: Ap riI-Sep tuber
 
Reserves Requlrldl 20, 40, .no 100 plrcent of .nnu.l offtak' for nilroq,n, phosphorous,
 

and potish relpectively. 

Source: FDFI ~nd USAID elti ••tl' 



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

ANNEX C.I. 
FERTILIZER SUPPLY AND DE"AND PROJECTIONS 

LOW OFFTAKE SCENARIO Page 8 of 11 

.
 
------------------------._-----------_._---------------------------------------------------------------------------

Crop Yeir 1985/86 

Ribt Khar i ( Totil 
---------------------------. ----------------------------- -----------------------------

H P K Tohl N P K Tolal N P K Tohl 
------------~--_._------------------------------------_._-----_._--------._---~-.---.--------------._------- .------

Supply 95~ 344 70 1369 en 23:~; Sb liS I 1507 44q 84 204CJ 

Opening Inventory 403 119 34 556 340 128 42 510 403 119 34 556 
Indigenous Production 552 40 592 552 39 591 1104 79 1183 
Illporls 195 36 221 lib 14 80 251 50 301 

Deund 826 344 70 1240 653 233 511 942 1269 449 94 1801 

Olllak.. 615 216 28 959 442 105 14 5111 1057 321 42 1420 
Exports 
Reserves ReqUired 211 129 42 381 211 128 42 381 211 128 42 381 

Surplus; (+}/DIII iClt (-I 129 0 0 129 2:S9 0 r 239 239 0 0 239 

--~-----_._----_ .. _---------------------------------------------.----------._---------------------------._----------
Crop lllar: October-S.pte.ber 
Ribl: Oclober-K.rch 
Khan f: Apri I-Srpleltler 
Reserves Requlredl 20, 40, ind 100 p,rc.nt or .nnuil ol,t.k. (Dr nitrog.n, phosphorous, 

and potash respectively. 

Source, FDFI and USAID elti'lt,. 



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

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

AliNE. C.l. 
FERTILIZER SUPPLY AND DEHAND PROJECTIONS 

Page 9 of 1:'LOM OFFTAKE SCENARIO 

('000 N"Tl 
--~------------------------------------------_._------ .------------------------------------------------------------

Crop Y~ar 1986/87 

Rlbi Khir i I Tolil 

N p K Tolil N p K .Tol.1 N p K Tolil 

Supply 985 371 88 1444 985 251 71 1207 1519 494 106 2109 

OpenIng Invenlory 450 129 42 'I) 351 IJB 53 542 450 128 42 620 
Indigrnou5 Produclion 535 40 575 534 39 573 1069 79 1148 
I.por l5 203 46 249 74 18 92 277 64 341 

Olund 852 371 88 1311 673 251 71 995 1307 484 106 1897 

Ollliki 634 233 35 902 455 Il3 18 586 1089 346 53 H88 
Exporh 
Re,erve5 RRQuir.d 218 138 53 409 219 138 53 409 218 138 53 409 

Surplul (t)/Deficil (-) I3J 0 0 133 212 0 0 212 212 0 0 212 

Crop Y91r: Oclober-Stple.blr
 
Rlbl: Ocloblr-~Irch
 

Khu if: Ap ri I-Sep lllblr
 
R,serve5 Requirld: 20, 40, ind 100 plrc.nl of innull Oi/tlkl for nilrogln, pholphorou5,
 
ind pol.'h re,p~ctively. 

Source: FDFI ind USAID esllfill'l 



ANNEX C. 1. 

Page 10 of 11FERTrLIZER PRODUCT PRICES 

(Rs /50 ~<g bag) 

al b/ el d/ 
Product 1980/81 ,9E3 1/8~ 198~: /S3 1983/84 

Urea (46:00:00) 93 103 118 128 

DAP (18:46:00) 100 105 121 133 

AS (2 1 : 00: 00 ) 42 47 54 59 

NP (23: 23: (0) 78 84 97 110 

NPK (10:20:20) 63 65 75 82 

NPK (13: 13:21> 60 63 72 79 

CAN (26cOO:00) 50 55 58 60 

SSP (00: 18: (0) 25 25 29 40 

SOP (01): 00: 50) 30 30 3~ 40 

TSP <00: 46: (0) 95 

a/ Ef feet.ive February 24. 1980 
bl EI fect.ive Mareh 15~ 1982 
e/ Effect.ive Oct.ober 6, 1982 
d/ Effect.ivE' June 11. 1983 
e/ Effective December 8, 1983 

SOURCE= NFDC 



ANNEX C.I.
 

Page 11 of 11
FERTILIZER NUTRIENT PRICES 

IRs/Nutrient Kgl 

Nilrogen Phosphorous Potash 

Product 1981/82 1982/83 1983/84 1981/82 1982/83 1993/84 1981/82 1982/83 1983/84 

Urea (46: 00: 1)0) 4.4B 5.13 5.57 

OAP (18:46:0U) 4.48 5.13 5.57 2.91 3.25 3.60 

AS (;21:00:00) 4.48 5. 14 5.62 

HP m:2~:00) 4.48 5. J3 5.57 2.93 3.30 4.00 

NPK (10: 20: 20) 4.48 ~.13 5.57 2.83 3.30 4.00 1.43 1.63 1.42 

HPK f13: 13:211 4.49 5.13 5.57 2.83 3.30 4.00 1.48 I.b4 1.60 

CAN 126100:001 5.23 4.46 4.62 

SSP (00: 18: 001 2.78 3.22 4.44 

SOP 100:00:50) i.20 1.40 1.60 

TSP (00146:00) 4.13 

AS5Ulplicns: 

(ill Hilrog~n In OAP ~nd NP is pric.d lhl/ IiaIll' a in urllI.
 
(bl Nilrogtn and phosphorous in NPK II priced th, 511' II in ur'A and HP, rlsplcliv,ly.
 

SOURCE: USAID Staff i,lilll'I 

\
7,~ 
.j 



ANNP.x C-2 
Page 1 of 10 

IJ,LU';TRATIVJo; LlST...QE...WA. TER SECTOR COHMO~ITIP.S 

1. Excavating Machinery for the Rind and Punjab PIDN (~3,500,OOO) 

Item No. De8cdption Eflt traat{'d Number--.-----:::--00:-of lin! t II Required 

~Ejab Irri8a~jon Department 

1. Low Dear1np, Pressure Excavators 2 

2. Dr6~11n~. 1 C~. yd. 6 

3. Hydraulic Excavators, 3/4 cu. yd. 2 

I, • Spare Parte 

Sind Irrigation ~lirtlUent 

1. Hydraulic Excavator f), 3/4 cu • yd. 4 

2. Drogl1ne, .1/1.25 cu. yd. 2 

3. Tlullrbzcr, 14~150 RP 4 

4. Hin! DredRer 4 

5. Spare Parto 

2. Flood Protec~lon P~ulpment for the Punjab pru (~5,300.000) 

Item No. Dr; BCT1pt ton 

1. Crawler Tractor 
2. Hotl>rtzed Scrappers, 15-21 cu. yd. 
3. Rear D\Ilup i'ruck 
4. Outbr)Rro Molorn 
5. Generator :;et B 

h. Pi] f~ Dr tv t np. HamTnp.r 
7. iHgh Pl(~ Bi.l1lre Cleaning Plllnt 
8. DrflRl'lm'. 1.-1/2 c.;. yd. 
9. Sirle Room Grane 
10. PumpinR Set DieU(Jl 
11. 5p8r~ Part C:l 

3. Irrigation Pumps (5) for the NWFP PID (~l,OOO.OOO) 
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4. Construction Ma.chinery for. tbp, fl81ucbi stan PID ($1.200,000) 

(In t 000) 
Equlp~	 No. of Estimated Total Estimated 

Unj.t R Un1 t elF COBt ClF Cost 

1-	 Mob1J.p. Crane (35 tOD B) 1 198 198 

2.	 Lowbed Tractor Tl'allf!r (35 tonH) 2 114 220 

3. Water Truck	 (2) 00 Usn) 4 53 ~12 

4. Lubricating	 Truck 2 52 104 

5.	 Generlit1nR Se-t (50 KW) 4 19 76 

6.	 r.ompactor (4 ton self-propelled) 2 15 30 

7.	 Portable Suhrner. 81ble P1mp 10 5 50 

8.	 Grouting anti r;unit: lnI{ Machine 2 25 50 

9.	 Trencher 4 25 100 

Sub-Total 1048 

PluB 8plire perts 152 

'rotal	 1200 

5.	 Water Dl':l1 Jina _Rigs (6) for the Sind Ar.rleultural 
Engineering DeEart~n~ ($1,200,000) 
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6. Water kc~ch Eqlllpment iJl...:~.l,!E.P2.E!:..2!. 
the Irdgat10n SYGtmns ~a\1l.ICI.·ClII?nt: Pl."ojIH~t: <t6, (100,000) 

__..	 ._. ....__.... _ •• _ .. _ ••• 0' .~ ..... ._...._._. • _ 

----------- ,._------.,.-..-------
ITEM	 NO. DESCRIPTI.ON 

I. PUNJAB IRRIGATION RESEARCH rr';STITl:TE 

1. Strin ChJrt Rec0rd~r 
7..	 SiT1g],(~ Trac.e ;,mc1 Daubl.;> Tr.?(.:(~ St'rip Che'l-t
 

Recorder, Heath-Kit Typ~
 
3. x-v R~corder	 ~ 

4. Chart Paper Rolls 
5. Pen)pE~x l'olioLs 
6. PE\r;:~p(~X l'u'\l Cement: Tunnel 
7. Depth Recorder 
8. Field :.itrength ~1ctl~r 

9. 1.T.	 3121 Curve T~ac0r 
10. I.ll. 2202 J\)rtable Dip)ul1 r·!Ull:i.il:(\t-.:~.. 
]1. Heath-Kit Typ(~ 1.C. TeRCe-); I.T. 7/d)o 
]2. A. Ott Typ(~ C-2. CI.1~·1"c:'nt Hetcr. For Se.,J.1 

IIyd r. :.t u 1. i c M() cl elf;, \v i t: 11 .1 n Ace c S so r 1. I~ s 
13.	 Trrmr..c!uc.:er lndic.'1 t.or 
] l, _	 Prcs~\Irc 1'n]nst1uc'~l· 

15.	 Prcs~\Jre T)~:JtHid\l('el."', Flufoh ~'!oul1t:ed, Strr.ti.n 
Cauge Tjlpe 0-50 PSI, C.:IlT.iel' and l)1~ioIodulatc!'/ 
Indicclting Equlpn,~nt', 10 ChLHm~i.s. 

16.	 Auromatic C\.n·VI~ Fe.:1CI:i.ng i\pp<noLlt.uH 
17.	 AuLom:1tie Level TrC1n:;CIiitl.el~ \<,Iith Rl~(;(jrder 

18. Engraving Machine, Panto~raph, with all Accessories 
]9. I.e. T(~ster 

20.	 Dual Chnnnf;~l Storage Osci.llof,cope O.C. - .15 HZ 
21.	 (a) C. C. T. V. Video Tape l~ecorder and 2 Nos. Vidt~o 

Cameras with all Accessories 
(I»	 Undc:rwater Vi.d(~o Cam(~r.,. for use in Tubewells 

to l11t=\tch tht~ above l:l~corder 
22.	 S.E. Carr.j,f~r. E(l'.lipmcnt \,~ith Rack, \l1ith 3 pressure 

flnd ) Nos. wave recorders 
23.	 S.E.L. Light Beam Rl£~corder, 8-Ch;mnel.t>, with S Nos. 

gfllvunometcr: 0-50 cis Plus two Dummy galvanometers 
24.	 Automatic Velocity Plotting apparatus 
25.	 SR-4" Strain gau,'~t? with indic.:at.or and power supply 
26.	 Band Saw (for Metal & Plastics) 
27.	 Metal Working Shaper, 12 inch 
28.	 Machine Tools 
29.	 Electronic Test Instruments 
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---,-- --'--" .•..__._ .. "_._..•,------ -._-_..-...... --_.-..._--'_._.__._--~--
ITEH NO .	 nE~';CRll'Tl ()N 

... •__••_ ••• 1__._ _------ __._ _ ••• •_._ __ __ __• 

30. Sllnr.hlnc }tt'lconlt:,.!'
 
31.. M:i.t.:l'n"Cul"'('l1t Hl~ter w:l.th Rf'('()l:dc)7
 
"}2, Public: i\ddl'efi!1 Syntetn elmrpIc-to vJith cord l:ypL~
 

.;1 nd en nll <:' t3 S rrd.e t'CJpI llJIl (, ~ 

1?. Ej.' i.IU r.i f; (~n r\ (,' loJ i..I: 11 a 11. .1'.": r: e !.; [.; n r ;"(0' H 1.11C' hie! i n ~~; l~ t"l1'l.d 
J/l, C<l:,HCt.!:I.' rl.conl'~T!l'laY!'J: wl.eh qUilJ:t:~. or 1!.J,:Hl; head; 

:Hnp 1. i.f. .iL: r fIn: :; t I) lI:! \,1 pl:wn 1C 'l: l':C (I I'd .Ln.g. Hi. th 
c.qu.i.J. i.i: ('I' m:f.c: T.'op!1mw.:i ~; I.tenk,.~l·::: and a 1.1 ()ther 

.) ,.

I,> • C' ;;) S fI el:I :C:' t l! C;'/.~I 5 ~ t t. e l' ri n t: e l'
 
J (j •
 111.1~'!:.i l' t"I/lind t j ng Hill:!' in (:
 
:3 7 , 1" ':1 C h il) p. H r.. )r flIrJ It. i.n g Ti' i1 n :.; P~l r (me i (:' s
 
..,~ 

C•.lt i.brrl,ooi:llJ.', '1';WK [c'!.' lHni..:ILll't:!:- c.'llrn~nt liwtl~rs
J ..... 

\.1i.r:h :;P~Ir.(~ !!lotor gc!arr,-i and jl1di.c;.It.:~)r 
]1). Poinr. GlI1)[~.(~t1 I\/~)
 
iiO. P1. l; n 1 t: till(' !~
 
!ll . tf,·)n(lllIL't:I'!· y;i,UI .I-lIwter :;v ...d (~

I,:' . 1111i!;r.Ul'tl t;allf,e wiell <111 !v:('(·s~~(n:i.ti~:·:
 

.I, '.\ Pr·(I.:' tlt'I' t·II'l.C.T T(,\sLJng J::qu 111l1~mt: hr)'
 
:i n ~1.1 Tn'.' ~ ~~ t i g.1 l: :t. (') I'J
 

I~ It •
 t'1,1.?,n(lt:tc/r11J1·:ic .1.6 men ViJ.m ::~C·I.lild J.ll.'t)jr;!ctI1r

II rJ • 1-1uf' r I. (, VLllll,lce
 

It I' , ~J:l ! (: r !' t i 1 I
 
II 7 • \.Ilr.rillH.lIl i.e UU::tnncl.:. Ikt I.'r 
4:1. 11',' dr 1.1 u1:Lc 1'1 J~ e Ej ~ I I) t on :~ 
l~ 9 . J,.{H;:i.t:ucl.lrw l Oiv:td'J.np, t'l"ch i.I1l'. E0.!.'sc::'I Typ'~' L-l:?,
 

".lith all ~it.:lndilnl :md foj1£\c.lal aCC:(!ij~,nri.l·~l
 
50. Logi l'udind 1. DL,' i ding I·..iaeld.n(~. Kt:lsseJ Typ(~ 1..-"1, 

\;/ i r.h a'J 1. standnni ..·.Intl ;·:pec.i ill ar.c0.ssori(;:}
 
~) 1. •
 Cctl.or-	 P'ttl ern Cl'fH··ra.tDr for P:'ll SY5t~rn 
I' . }
),.. Digital t-1t'mor~,' SC("Pl'
 
!j J . ell rve 1'nll: (~r. 1.(,':'1 c1I.: l'
 
51, . Sl1YVl'V T..(~'1EJ S
 
55. Ib mm'Mnvi,(· C':ITIlCl',1 
56. El ec LI' ic J\I in 1: G'!lUf"'. (!B 

57. Bed Contour Rct;ordc.~·r 
58. Surface Polarimeter 
59. Benzyl TlllH: 
60.	 Bori.ng Eqll.i.pmenl'. f(y( i.nslalling l;;l.t~ral t.\jbC:~toIells, 

wi~h nl L ~ttn.chment~l accessorie~ and parts
61. Porl"abJ. e pH lh~t(lr, N'.'ld:.) 101 ,md ..-pr.-l.re parts
62. Wht::at Stolle Bl'i.,j,;e, DOl'an. l'nrto':i.bl(~ 
63. Soi1 HO.t stun: Ten s i. 01111::' t.e I: 
6/, • PO\tler En r th Atlf; t-).' 
65. Soil Mols t:ure i3(lUYOUC(J~; Bri dge 
66. Soil l1oi,<:;t\lt"e:, 13ouyouco~ ~;oi 1 Blocks 
67. Sample Ext t:'1.1der 
68. Fall Cone Liquid Limit Tester 
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ITEM NO. DESCRIPTION--------_.	 -- 
69. Mn~n~tic Sti.r~cr 

70. M:l~ut() Large f.lcct:r·I.c OVCB 
71. Porlable D.i.rec t: ~jH.~,:n· Appa l~a tus 
72. POTtable Unccm[ tiled \'omprcssion Test 
73. Automatic }lore Frl?~j~tJ.re Apparatus 
74. TriaxiaL J\ppllril!.:us 
75. High Capacity Triaxial Apparatus 
76. Three D.i.mt.~nf;iondl Consolidation Apparatus 
77. EJ.ey VoJumet:nr \~'ith Sp~('.dy No5.sture Tester 
78. !\W', "..,r.' Sni I. :;:nnpl in1;: AppA. ra tUI:i (Tr.uck Mounted) 
79. Sr.Ji 1. 1"lo:i.t.::t:lIre ;)nd 'l'emper.:Jture Met~r 

80. C. £L R. I\pp:UCl tus 
81.	 Nobil c' SoU f.nbnrntory (Truck Mounted with 

Util'i ty Equipment) . 
82. ~jieve 2.00 :t1(~,')h
 

8 J . SI d.l '1' C~; t !...~ J:nIl2 aII1C t. (~r
 

gtl. Visutal J\ccumul :Hive Tube
 
8';. Ncv.' Speedy Cal ibrator
 
86. Tr l.md ,\1 1.:1 Lex l-!cmln:anes 
87. llyvac OJ.1 
88. Aclvt:i.c Pl<l3t:ic ~.ih"·f:'ts 
89. ~:';p.::li·e J'.J1't.r.: :md A(;('eSS01'i(~B Por Hultichannel 

Osc iJ lngr-:lph RC.:1clH·s
 
~O. Sp':l1~e J.':lrUi l.lIl" Strip Ch:~rt i\.caches
 
91.. S~wr.e f'il!'ts for Cllrnmt: Heter.
 
92.	 Sp,1re PClrt ~i for Pres surf.' and W':'lve
 

McagurLn~ Equipment
 
<.1.3.	 Spflrc Pnrt:; fnT Ol~her Elt'ctnmic Measuring 

find 'l.'C'.; I 1.n:, t.cumen ts 
94.	 Sp.:lre Pcll:tt~ for Lath I Ncters I nnu other
 

EI C'cr.nmi.c t·r;!chinc:s dno Equipment
 
95. Electr'c.111ic Cr,rllpOn(:nts and pdrt:s 
96. 5p:11'(' 1":11'15 for R:ldioisot~)f't'" j~guiplllent: 

97. Spare PRTls [or Printing Machine& 

B. !)hot.ogr~.pl1.ic T~.0b()r:ll:o,[y ~qu.ipment and Spare Parts 

1. METOFO!U·! P22 for Color Process ing 
2. NETOCHJWHE ]l/P~~1.. 

3. a.	 METOR£TTE '110 
b. Roll	 Fill!, Holder 
c. Hini .1.I:U1't'! Film Holdl~r 

d. Paper J:Dldl:r, 8x10 
4. NETOTEt1P 1 
.5.	 a. Chemi.cal Tank with Bubhle Distribution and 

Au tom,l t ic Temperature Control 
b. Mini<1lUrC Film Tensioning 
c. Frame 
d. T.1nk	 'B."U· 

6. METOFORN 45 
7. a.	 METOBOX 406 

b. Drip	 Protector Tray 
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ITEM NO. DESCRJPT10N 

8. METODRY 65 with Stand 
9. NEl'OROLL 135 Cu t t ing l-L:iC 11 in f.~ 

10.	 T(~('hnorama Camera wi th Ac;ces:;ortes 
11.	 Color Enlarger 5x7 with Acces~ories 
12. Color Enlarger 45 with Accessories 
13, Durst 1·1705 and 1·17U5 Cnlor Enlarger 
]l~. Rollei.- flex Cc1mera 5L 66 with a] 1. Accessories 
] 5. Dl'CtlJ.n Hobby FItl Bh gun (Hl'.:Jvy du ty) with Spa re 

B(I t t l'r j (' S 'l'ulH' 
16.	 Dark-room l:Li~hts, Hall type, with extra filters 
17.	 Cc1m~r.a. Asahl Pantex Elec.tro I with .three 

interchangable lense!>
 
) H. ] (, mm l..fnvi.p Camera wi th ACC(15S0ries
 
19.	 Slide Projector, P-360 Rollei 
t.O.	 Projection Screen, Automati.c 
21.	 Spare Parts for Photographic Equipment 

c. rub 1.1c~~ iOIl '·Equ!p.!nen~_-E!.:l_d Spare Parto 

1. IBM Electric Composer 
2. Offset Process CamerEl 
3. THH ~~0J (·l.'t.rlc TypCi.,lri.tC'L
 
If. High Pn~f;~;tll'e Hercury Lamp
 
5. :)parl' Faru; of A. B. Dick Offset P)'inting Machine 
6. IBM Plain Paper Copier 
7. Air Conditionpr for Process Lab 
8. S t ~ e J. CIIbill e t E; 

9. Spare Parts [or Publication Equipment 

D..§.part::' Par_t_~_f~~' E{~iE..TI!.ent ~lt of Service 

1.	 Spare Parts and Accessories for use with Gould 
Brush Light lie-am Oscillograph Mark 2300 

a. Fotolyscr Lamp 
b. Time Line Generator 
c. Signal Limiter 
d. Rec ord Tlm(~r. 

e. Amplitude Grid Masks 
f. Galvanometers 
g. 100 M.A. Plugin Fuse 
h. 10 M.A. Plugin Fuse 
i. Remote Control Unit 
j. D.C. to A.C. Inverter 
k. Low Gain Amplifier 
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ITEM	 NO. DESCRIPTION 

2.	 Spare Purts and Acce~sories for Hewlett
 
Packard Strip Chart Recorder
 

a. Accessorv Box 
h. Clwrl: Pap(!r 
c. Ink Cartridge (various colors) 
d. Chart Drive Motor 
c. Servumotor for Pen Drive 
f. Spare Pens 
g. Chart Spl'>erl RcdlJction G€)ar 
h. l.ubric.'ltin!~ Oil 
i. Drive Chai.n 
j.	 SpaTe Resistance Capacitors, Transistors,
 

Diodes and adler components and parts
 
3. Span~ Pclrts and Acee~sories [ot' Engraving l1achines
 
It. ~~pare Purts for U. V. Recorder
 
5. Galvanometers for U.V. Recorder 
6. 'l'im{! Line Generator for U.V. Recorder 
7.	 ~pare Parts and Accessories for S.E. Carrier
 

knpl.ifier for Tranaduc~r and Wnve Recorders
 
8. Spare PartR and Acces~o~ies for Echo Sounding Equipment 
9. COl.mtcrs for A. Ott Cur-cent Meter.s A/S 

10.	 Spare Parts for A. Ott Current Meter 
11.	 Electronic Parts Clnd Components and Other 

Consl1mmable Mal0.rial 
12.	 Spal.'l:~ PartE; for Neyrpil~ and Gurley Current Neters 
13.	 Spare Parts for Rustrak Recorders 

1. Spare Parts for Logan 3 1 Lathe 
2. Spare Parts for Atlas Milling Machine 
3. Cutt~rs for Milling Machines
 
It. Tht'cnd Curter for Hilling Hachines
 
5. Spare Parts for A. Ott Current Meters A/S 
6. Electco:mic COTilponents and Parts 
7.	 Spa n~ Parts for PresBurll Transducers and Wave 

Heu ~,uring Equipment 
8. SP:lrt- ParU; for Bell &. Howell/16rnm Film Projector 

II.	 LO~El{ INDUS \-JATER 1'1ANAGEMENl' AND :tESEARCH PROJECT 

A. Labora tory F~~Jprnent 

1. Solubridge R.D.26 
2. pH	 Meter 
3. Heighing Balance (Mettler Typn) 
4. Weighing Balance (Top Loading) 
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ITEM NO. DESCRIPTION
 

5. Flmr.r. Photometer with Accesso-riE!S
 
(;. :-'ipC-CI" roph\ltometer with AC"essnries
 
7. Centrifug~ 
H. Di~jJcr!;illIl Apparatus for Soils Mechanical Analysis 
9. tHe rnkj ,d dhal Apparatus 

10. Vacuum rump 
11. Oven, Electric (O-ZOOoC) 
1~. \.]ntcl' Sl Ul 
13. W:lter 138. ch I Eletric, The.rmostatically Controlled 
14. Shaker 
15. Calculators, Scientific 
16. Lahor.Jtory Reagents 

1. ~lOU S3mp 1. i.ng Tubes 
2. I-lea sur-Lng Ta pC's 
3. Yh~i.Plhlnr. Halancc (String) 
II. 1n f il t- r'j l: j nn Ring s wi th Covers 
5. Gal"annnll.:~ter 
6. Jet Ling 1111lt 
7.	 Nl;~lJ t n1l1 So iJ MCJis ture Probe nnd Counter 

Vitth Access Tube 
8. 111nometc:r Tube Tensiom(~ter 

9. Water Stage Recorders 
10. Plant rro~prLion Equipment 
]1. Overhearl Prujector 
12. J5nun Cameras 
11. J5rrml ;'U.c1e Proje.ctor (Trays & Case) 
}ll. }Jot'table Screens 
15. R\!cord i 11ft, Equipment: 
JfJ. Soil Augurs 
17. Soil Samplin~ Hammers 
18. Spades 
] 9. Slokl cs 
20. Khurpas (Digging Device) 
21. Kasolas 
22. Field Chains (Iron) 
23. Wooden Box for 24 Water Samples 
24. Tarpaulin (20' x 20' sheet) 
25. Watcrtable Depth Pipe 

1. Tr.ac tor, I~ 7 HP 
2. ScrapeT, 6 feet 
3. Land Leveller 
4. Front-end Loader 
5. Plough, 3 bottom 

\/'J
II

\
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(). Disc Hc:D.TOW 

7. Seed Dri.ll 
8. Utility Trailer 
9. Cultivator 

10. Equipment: for Mechanical Workshop 

D. Offil:.~_E~!.:U:ul"e and Equipment 

1. Tables and Chalrs 
2. Steel Cahin~ts 
3. Stc(·l Hookl:3SeS 
4. Racks
 
~). Benches
 
6. Stools (Cushioned) 
7. Confidential Boxe~ 
8. Clocks 
9. Typewritern 

10. Uuplic:.lting "!achine 
11. Calculators 
12. Air Conditioner 
13. Drawing Instruments (L.S.) 

III. CENTRAL MONITORING ORGANIZATION, WAPDA 

A. Tubewcll Rehabilitation Research 

1. CC TV Camera 
2. Ganuna Logger 
3. Velocity Logger
4. Temp(.>ra ture Logger 
5. Caleper Logger 
6. Acoust Logger 
7. Compressors 
8. D Ex T Units 
9. Pumping Sets 

10. Water Jetting Sets 
11. Welding and Generating Sets 

B. Analog and Di.gital Node1ing. 

·1. Dual Trace Oscilloscopes 
2. Pulse Generators 
3. Waveform Synthesizers with Programmers 
4. Stabilizcr~ 
5. Analog Analyzers 
6. Currenr. Probes 
7. Operational Amplifiers 
8. Power Supply Units 
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ITEM NO. DESCRIPTION 

9. Waveform Generators 
10. Digital l1casuring Systems with Flug-ins 
]1. Califrntion Fixture 
12. D.C. Power Supply Units (Regulated) 
J.J. AVO Meters 

C. ~i.:"1ter Qll:ll it)~L Soil Monitoring _.and Agriculture Studies 

J. Atomic Absorp0tion Spectrophotometer 
2. A!J(-:ctroJ. ~)ourC0S (Hollow Ca:=hode tamps) 
3. l'lembr.ane Ai 1:" Compressor 
4. Flame Photometers 
5. Spectrophotometers 
6. p II !'ole t er s 
7. Ceramic PLate Extractor 
8. t-i1l111[old :;011 1'1oisture Eq\d.pment 
q. Snit Hoi stun~ Equipment 

10. RoLaps (Sieve Shakers) 
11. Conductivity Meters
 
1/. Water Distilling Apparatus
 
11. Analytic~]. Balances 
14. International Centrifuge Machines 

IV. !~n~Q~QGY ~~R_SY~~EMS ANALYSIS pRGANIZATIO~'vAPDA 

J. Control Unit 
2. Devj.cr: Adaptor 
1. Display Stations 
4. Audihle Alart1l3 
5. 78 Key Kcybo.:irds 
6. Printer 
7. Direct Acccs6 Storage Unit 
8. Model Upgrade HO 2 to HG 2 Unit 
9. 4K Control Stor.age Unit 

10. Rc~la I'l~d Software Packages 

V. MONA RECLAMATION AND RESEARCH PROJECT 

TO,be identified 

VI. ·SIN1?-..!fY1?JAlTI~l,g_~ESEARCH STATION 

To be identified 
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ILLUSTRATIVE LIST OF COHMODITIRS FOR THE
 
FORF.STRY PUNNING AND DEVP.LOPMJo.m' PROJF.CT
-- .... 

SUJIIUry Budget 

Cage tory of Equ1p!ent :E8tiuted 
CIP Cost-!.' 

1. Research and Analyt1c&1 Equ1paent	 200 

2. Earth Moving and l~nd Clearing	 800 

3.	 Nl1r Br.'r.y: 

Heavy 880 

Li~.ht	 60 

4. Mensuration Items	 20 

5. Watering	 40 
. 

Total	 2000 

a/ Including spare parts. 
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DETAILED COSTS AND QUAMTITIES OP FORESTRY EquIPMENt 

Category of Equ1paN:nt 

1. ltese8rch & AnalItiesl Equ1p!!!lt 

Programmable Ca1culfttore 

Micro computer 8 

Weighing rain gunge 

Au~mometer w/recorder 

Thermohydrograph 

Comput .... r. Mini Desk Ty-pe 

Soil sieve s 

Green house 

pH meters 

Atomic Absorption Spectrophotometer 

Flame Photometer 

Microhjeldhal Apparatus 

So11 augers 

Lab reagen.ts 

5~mple bottles & ContM1ner8 

~011 moiEJture £. Temperature IIeter 

Mi (: 1"0 AC:ope 

Dissecting !-Itcroscope 

Vi Bua1 Accumulation Tubes for 

particle 8ize an.alyB1s 

viacce fJfJorle 8 

Portable mnr~er brand 

Overhead Projection 

Transparency Sheets 

Acetatlc Reel Traneparency Kit 

Soll Colan Charts 

Soil Sa11 Meter 

Sub-Total 

quantity 

15 

10 

5 

4 

5 

1 

3 

1 

12 

1 

1 

2 

5 

1 set 

1 

6 

(; 

2 set8 

S 

1 

1000
 

1
 

4 

4 

Unit COlt 
(US i> 

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 Coat 
(US S) 

3,000 

.s 0,000 

4,000 

l,tt 00 

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
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DET~ IJ..l::D COSTS AND qUANTI.TIES OF FORESTRY EQUIPMENT (Continued) 

Category of Equipment 

2.	 F.arthmov1ng & Land ClfO.arlng 

Bulldozer 

Drum-chopper 

Tr./ictor 

D:loc plough 

D18C Harrow 

Scraper 

Sub-Total 

3.	 Nuraery 

Seed Stora~e and cabinets wI and 
w/o temperature control 

Hand Pruning Shears 

Seed balance 8 

TractorH (medium) 

Mouldboard plow/offset 
disc harrow 

Sectional laddors w/safety belt. 

Seed Timbler 

Seed Dewlnger 

Seed Blower 

C1e4ning!Crftd1ng Vibrating Table 

Cold Storage chamber 

Sub-Tocal 

Quantlt)' 

3 

3 

6 

6 

6 

6 

5 

SO 

5 

'21 

21 

10 

1 

1 

21 

21 

1 

Un.!t Coat 
(US~ 

10,000 

5,000 

20,000 

1,500 

1,500 

1,000 

1,000 

20 

200 

20,000 

5,000 

250 

500 

500 

500 

.500 

4,000 

Tots1 Go at 
..	 (US iT 

300,000 

15,000 

120,000 

9,000 

9,000 

6,000 

459,000 

5,000 

1,00n 

1,000 

420,000 

105,000 

2,500 

500 

500 

10,500 

4,000 

560,500 



ANNEX C-3 
Page 4 of 8 

DETAILED COSTS AND QUANTITIES OF FORESTRY EQUIPMENT (Continued) 

Category of ~ulp.ent 

4.	 ~nBUrat1on Equipeent 

Rela!lkop 

Altimeter (Haja) 

Sunto Jucroaent (bor.es) 

Aluminium Calipers (102 em) 

Templates 

Sub-Total 

5.	 W4terina-Equlpment 

Submer6ihlf: electric pumps 

Hand pumps 

'Sub-TotRl 

TOTAL 

+ Spare Parts, Freight 
and Insurance (Eat.) 

GR.UID TOTAL 

Qtylnt1ty 

8 

10 

12 leta 

25 

25 

25 

Unit Cost 
~(US i) 

TotJll Ci>Bt 
(us ff' 

650 . 

200 

150 

20 

5,200 

2,000 

1,800 

1,000 

1, 000 

ll.,OOO 

800 

200 

20,000 

5,000 

25,000 

1,103,900 

!!.11 t 100 

2,000,000 



DETAILED LISTING OF FORESTRY EQUIPH'EHT
 

Peltistan 
Forestry 
Institute 

Punjab MWFP Balucb1au.n Inspector 
General 
of Forest. 

Sind Total 

X;"rtlmovin,s & Land Clearing 

1. Bu.lldozer 
2. Flatbed Trailer ./cab 
3. Drua-cbopper 
4. Tractor 
5. D1.c ploush 
6. Di.c Harrow 
7. Scraper 

1 
1 
1 
2 
2 
2 
2 

1 
1 
1 
2 
2 
2 
2 

lfureery 

1. Seed storage & cabinets 
_I and _/0 te.perature 
control 1 1 1 1 1 5 

2. Seed balances 1 1 1 1 1 5 

3- Tractor (aediUII) 4 11 3 3 21 

4. Mouldboard p1ow/off.et 
diec harrow 4 11 3 3 21 

5. Sectional ladders _/safety 
belts 2 2 2 2 2 10 

6. Band Pruning llheer. 

7. Seed TuIIb1er 

10 

1 

10 10 10 10 50 

1 

~~ u:» z: 
~ITI 

>< 
<1'1 

n o • 
~w 

CD 



P&kiBtan 
Forestry 
Institute 

Punjab NWlP Baluchistan Inspector 
General 
of Forests 

Sind Total 

8. Seed Dew1nger 1 1 

9. Seed Blower 5 4 4 4 4 21 

10. C1eau1n&lCarding 
Vibrating Table 5 4 4 4 4 21 

11- Cold Storase Chaabers 1 1 

Re searcb & Analytical Equip!!!t 

1. Progr....ble Calculator. 15 S 20 

2. Miero eoaputera 

3 'A~ter Mini De_ type 
with all accessories 

10 

1 

10 

1 

4. Welgh1ns Rain Guage 5 5 

5. AnemcJ.eter v/recorder 4 4 

6. Ther.obydrograpb 5 5 

7. 5011 Sieve. 3 3 

8. Green'louee 

9. PH ~!tera 

10- Atone Ab80rption 
Spectrophota.eter 

1 

12 

1 

1 

U 

1 

~> 
~:z 
\Q :z 
r1)1T1 

>c 
0'\ 

(") 
o • 
~w 

Q) 



Paltilltan Punjab NWFP Balueh.1stan Inspector Sind Total 
Forestry General 
Institute of Forests 

11. n.a.e Phot~eter 1 1 

12. Microhje1dhal Apparatus 2 2 

13. SoU Auger. 5 5 

14. lab R.eagents 

15. Saap1e bottles & cODtainera 

16. SoU Moisture &Te~r_ 

ture Meter 2 2 

17. Microecope 6 - 6 

18. Dis.ct1ng Microscope 6 6 

19. Viaaal Accuaulatlon Tubes 
for particle size ar.1yal • 
../acces.:)r1es 2 .ta l eeta 

20- Portable Harker ~rand 5 S 

21. OYerhead Projector 1 1 

22. Tran8perancy sheet. 1000 1000 

23. Acetallree1 Tran~arency 
klt 

24. SoU colan chastI! 

25. SolI Sa11 lleter 

1 

4 

4 

1 

4 

4 

"'O:ra 
DI :z 

(,Q :z 
(I)""

>< ...... 
('")

O. 
""+aW 

(X) 



Pakiatan Punjab NWFP !alueh1atan Inspector Sind Total 
Porelrtry General 
Institute of Fore8t8 

Waterin; 

1. 

2. 

Su~r81ble Electricl 
Diesel pU11P8 

Band Pu~. 

5 

5 

5 

S 

5 

S 

5 

, 5 

5 

25 

2S 
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ILLUSTRATIVE LIST or COMMODITI!S POI TH!
 
TIl.USFOIlK\TIOlf AID nrI'BGbTIOI or TRI PB.OfDiCIAL AGlUCUL'l'UIA.L
 

JfI'lWmK ftQJlCt
 

8....9 !!c!pt !oJ 

A. "1984 ProcureMnt 

1. Para Machinery 160 
2. IIlHruett~ le80urce. 20 
3. bten81011 Directorate 180 
4. Office of the Vice Chancellor 40 
5.· Horticulture DepMrtllfmt 5 
6. Acrona-y 10 
7. weed Bcience 45 
e. Coaputer Lab 75 
9. TelecOSlNllicetlon. Syet.. - Pba. I 250 
10. othe y,' eo-od1ti•• 215 

TOTAL 1.000 

B. "1985 Pr~ureM1lt 

1. AATOIla-y 200 
2. Horticulture 200 
3. Suil Science 300 
4. Plant Breedilll and Genetic. 150 
5. Plant Protection 400 
6. Asricultural Mechanil:aUon 100 
7. Food Tecbnolosy 750 
8. An1JUl Hu.bandry 300 
9. Aaricultural Cheat.try 325 
10. llural Bocial Science. 20 
U. Co-.m.icatlOll. - T.achillS 15 
12. I.e.minl lle80urc•• Center 500 
13. eo..unlcatlon Sclenc•• 300 
14. CoIIputer Laboratory 140 
15. Continuing Education center '0 
16. Te1eco-mleat101la 5yst:. - Pba•• II - VII 250 

TOTAL 4.000 

al Detci1ed lillt. are on file at tJS.UD/Pak18tan-
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ILLUSTRATIVE LIST OF COMMODITIES FOR THE
 
BALUCHISTAN ARFA DEVELOPMENT PROJ!C}'
 

Equiplllent .Eat1aated elF Cost 
(I 0009) 

1.	 Miscellaneous hyci:::.)logie and 
ensineering equIpment 70 

2.	 6 Bulldozers 1530 

J.	 3 Lube Trucks 300 

4.	 10 Water and Fuel Tankers 200 

5.	 Heavy Equipment Spares 900 

6.	 Mechanics Tools 50 

6.	 Two 125 I<W Generators 150 

Total 3.200 
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ILLUS'l'IATIn LIST or COMMODITII& ,01. TBI 
tU&GIKP.NT 0' AGucotfDiiL UlIlI.CII 4ifJ) 'TiCifiioLOGf PROJECT 

!!!Jeet eoaponnt 

aeieareh Kaoaae-.nt 
and AdlliniRration 

Trdnlq 

Wheat and Kai.e Proar". 

d• etS"1\;ts

eo.odit1e. 

Audio-Vi..l lquiPM1lt 24 
Aaricu1tural Iqui,..nt 

and Mattldal. 32 
Office 1qu1,.r~t 69 
Bu. (~ pa1aenaer. U.S.) -35 

ae..reh Support 262 
Aaron., 72 
Met.orolo.ieal Iqui,.ent 30 
Anl.l lanae lquiPM1lt 73 
Analytical Laboratory 28 

Seed Cleaner 8 
Herbicide Spraylna Iqui,..nt 10 
Nt .eel1anaoul Deaonatration 
and Ia.arcb lquiPM1lt 50 

Baran! See4 Ddl 7-

1300 

160 

465 

75 

Total 2000
 
Freisht and InlUrance SOO
 

Grand Total 2500 
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Detailed Ltlltln. 

COMPCIfINT 1. I18IlIa1 MUlLQIMIIT AID ADMIlfISTMTIOII <.1,300,00f) 

M1Kellaneou• .,.Mele. ad equ1pM1lt 
reqnlred to uPP'ade prop'''., 
laboratorle., etc., in prOYince•• 
Liat to be deYeloped throuah need. ralney 

COMPOHllft 2. AGUCULTUIAL TlAIIDG IHSTITUTBS 
(Illuatratlye £lat) 

1. Audio-Visual Bqui,.ent 

DeKriptlon of Co-.odin Jt 

Portable flipchart/chalkboard/tripod
 
Saall bulletin board
 
~ ea-era with acce.aorte.
 
Slide 8Ouoter/Yle..r
 
16_ projector.
 
Tranafol'ller.
 
katc araphic. klt/drawin. table
 

2. Asricultural !qulPM1lt and Material. 

DeKrlption ot ~tl 

IDap..ek apraJer.
 
Miat blower.
 
Rand ..eler.
 
Soil teatlns kit
 
Silhtins 1eye1
 
1001 tape ....re
 
Ballic i.,leMllt ltlt/Prun1nl ".r.,
 

..... eaatraUnl knIYe•• other tool. 
Addition to boot library 
Seale. and MallUrlq Nt. 
Other equlPMDt 

Unit. 

12 
25 
4 
6 
6 

12 
5 

Unit. 

30 
6 

45 
45 
45 

6 

45 
1 
6 
1 

<.160,000) 

Coat 

1,020 
625 

5,100 
3,000 
7,650 
1,500 
5,000 

(23,895> 

Coat 

•	 2,250 
1,800 
2,aU 
2,700 
3. :J15 

300 

6,750 
8,000 

330 
5,000 

(32,530)
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3. Office	 Equipcent 

Deeeription of Co.-odity	 Unit. COlt 

Typevriter/print.rl!a1croc~ter 
lfOrd proce.aorll 

Stencil cutters 
K1roleosrapb IMchine 8 

The~fax copier. 
Fila storase bosel 
~-dr&~r file cabinet. 
Large lletal/lock&ble storlie c:abl1l8t. 
Calculator•. 
Deoko/cb41rollGp tete 
Otber equipllent 

4. Vehicle. 

6	 • 18.000 
5 14.250 
6 8,400 
6 4.200 
8 600 

22 5,500 
22 6,380 
12 360 
16 6,000 
1	 5,000 

l68,690) 

Dcucript:1on of COlWOd1ty Unit. Coat 

Bus--33 p&lIr.enger 1 • (35.000) 

COMPONENT 3. AllID zon USBAlCB (.465.000) 

1. R.e .arch Support 

DelM:riptioa. of coaodlty UDit. COR 

Traetor-aall 1 • 10,000 
Tractor-1leditm 1 

3
2
6
 

25,000
 
Ti1158e equipment	 20.000 
Esperiaental plot planter., cone type 36,000
 

48.000
 
18.000
 

Experiaental plot combtn•• 
Tbrellher. 
OYens (vario",.) 23.000 
Scale n and balance. 14,000 
Laboratory equlpaent (..all) U.OOO 
Typewriter. 3 3,000 
Calculators 7 2,000 
Office Furniture 16 48,000 
Photocopier. 2
 4,000 

(262,000) 
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2. All'01lol1Y 

De8Cription of co;;octitl . 1JIlit. 
i 

Co.t 

Trailer. 
AUler. 

2 
2 •12,000 

4,000 
Neutron ·probe. 3 9,000 
Pre••A plate apparatu. 1 3,000 
Soil lbalter. 2 2,000 
Seed counters 2 5,000 
Green area ...surer. 2 10,000 
Microscope. 2 2,000 
Plant 1011 grinder. 2 2,400 
Saaple refrigerator. 2 2,900 
Harrow. 8J)ike 1 500 
Rotoyatore 2 1,SOO 
Sprayers (backpack ~toriEed) 4 1,500 
Forale barve.ter 1 2,500 
Plant .ater natu. cOl1ao1e 1 3,500 
Coapre.aor 
Tune IOlarlaeter. 

1 
10 

1,000 
2,000 

Intearator. 10 1,000 
DiffuKlon boroaeter. 2 6, 000 
Infrared thera~ter 1 SOD 

(72,300) 

3. Keteorololica1 Equl,.ent 

De8Crlptioo of eo.odity 1JIlit. Coat 

HYlro the~ograpb. 

AnellOMter 
7 
6 *3,500 

3,000 
PyranOMter 
Ste.,eD~ Screen. 

8 
6 

10,000 
3,000 

Theraograpb. 3 point 6 7,000 
Clas. A. pana 
Rain suale. 

6 
50 

300 
2,.5 00 

A. ....n paychOMter 1 .500 

(29,800) 



4. A.n1UUll !t&uge PAiulpgent 

Deac:rlption of CO.aodlt! tJiiit~ COR-
TripodI! and crate. for ..iahti1ll ••p
 
SprIng ballUlces 0-100 kaf 0.5 tl dln.ion.
 
SprIng balancea 0-25 kl, 0.1 kl dlnl1on.
 
PlAtfoI'1l balanee., 0-100 kg, 0.5 kl dlnl1on.
 
Eartsga and applicator.
 
Injecting equIpment
 
'encing, _beep proof netting, po8t, pt•• ·
 
Metal digestibility crates
 
Balancea (}-4000 g. 0.01. II diyia1on.
 
Drying ovena, 2000 liter.
 
HaIDer aill for feed srlnding
 
Deep freezer., 2000 litera
 
Micro K.eldahl
 
Van Soeat oquipaent
 
Soxhlet apparatu.
 
HerbarIua &nd plant collection equlpaent
 

5. Analytical Laboratory 

2 • 1,000 
3 400 
3 400 
3 2,000 

1000/3 1,000 
SOO 

20 ka 25,000 
8 3,200 
3 6,000 
3 10,000 
2 10,000 
3 10,000 
2 1,200 
1 300 
1 500 

2,000 

(73,500) 

De scription of Comodity Colt 

PH meter and electrode. 
EL me ter and cells 
~pectrophotomet~r 

EaIss10n 8p8ctrophoto..ter 
Muffle furnace 
Chemical balance. (electronic) 
G1asII'lfare 
Sieve. (8raded aet) 
Cbelllclllo 

1 
1 
1 
1 
1 
2 

•	 1,500 
1,500 
6,000 
3,800 
1,700 
3,000 
.5,000 

600 
4,500 

(27,600) 
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De.erlptlO1l of eo••Dalty Uidtl , , COlt 

Seed cluur (IIZI) 
Berblelde .,ray1ns equl,.eat 
KlICe1UD.eOUI DeUllltraUOIl and 

b ..reh EqulPMDt 
Baranl IHd drill 

4 

I' 

,'. 8,000
10'.000 

50,000
I 7,000 

(75,000) 
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EquiP!!!lt liltS-ted el' Coltn 000.) 

1. Ensineerina !qui,.eDt 100 

2. Mec:banic. Tool. 50 

3. 18 Graders 2150 

4. Heavy EquipMtlt Spare. 500 

s. 10 Vater and Fuel Tanker. 200 

3.000 


