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AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON D C 20523

February 12, 1986

TO: See Distribution
FROM: Patl,/f)é?‘a’\s. Matheson, ANE/PD/SA

SUBJECT: Project Committee Reviews, Cable Amendments to
Pakistan's ACE and ECE CIP Programs

The attached cables request amehdment to the Agricultural
Commodities and Equipment (ACE) and Energy Commodities and
Equipment (ECE) commodity import programs. No substantive PAAD
document amendments are planned (other than the necessary face
sheets.)

You are invited to a Project Committee review on Wednesdayv,
February 19, 2-5 pm in Rm. 4440A N.S. Since the issues in the
two activities are very similar, we will review them together.

FYI, the ANPAC is scheduled for February 24, 2-4 pm in Rm.
4440A N.S. Attendance at the ANPAC will be in accordance with
standard Bureau procedures.

Distribution

ANE/PD:P. Bloom/T. Tifft/P. Matheson/S. Bugg
TR:K. Sherper/B. Turner/H. Gunther/R. Ichord/R. Archer
SA:D. Mutchler/P. Boughton
DP:B. Sidman/M. Norton/R. Fraenkel (3)

GC/ANE:H. Morris

PPC/PDPR:R. Sheppard (6)

SER/COM:M. McDaniel

Info: AA/ANE:C. Greenleaf/J. Norris/J. Esposito

ANE/PD/SA:PSMatheson:pw:2/12/86:72476:0401n
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REF: (X} STATE 038787 B JTATE 023105

1. CUMMARY:  THIT JALLL TRANSMITS A DITCUIlICM OF
USAID/PRETSTAN' S RIGUEST TO IHCREASE THE

LiFE-0F ~PROGRWH tLGP' .1OUNT FOR THE LGRICULTURE
CoMMIDITIES AnD ECUIFHLNT PRONRAR FRON DCLS 173
HILLICY 70 DCLS 373 MILLIZiH. FER RSP w) Migston
LOORS FORWARD TO A%WPIC ON /13 TC FEVIEN SUR REQUEST,

U RECTIR STAPLEL &AND Pi3GRAN CFFISER JAYIS Will ATTEND
ANPAC. MISTISH REPRISINTATION AT PRGLECT SOMMITTEE
REVIE'W €1 2712 NOT PLALNED. END SUMM.RY,

2 EACKGRCUNLE:

- A, TEE iCE PROIRAN AUTHARIZED 11 MARCH 1982 kS
ANENCEY N OJUME 1923, «vLly 1334 AHO BAY 1983, 1T iikS
A CURRINT LIFI-CF-PROGRAM @O AUTHCRIZATION CF DGLS
375 HILL.ON INCLUDING LOLZ 20 HILLIOH DEVEILCPHMEMT

SOISTANGE LOAN.  GPPRCAIMATELY §1 PLRCENT OF THF
T2TAL 13 LCAN AKD 43 PLRCZNT 1S GRANT. THE “IS310i
HAY WISH TO EXAHINZ TH 3 SPLIT AT & LATER JaTE.
CUMULATIVE CBLICATIONS TOTAL DOLE 335 MILUION; PLANKED
F? 26 QBLIGATION 13 DCIS 39 M- .L10M, « FEDUCTICN OF
D3LS 1 HIiLLICH 'N DA LOAN FUNDZ DUE 7
GhaPM=2UBHAY=Z0LL 1443 120 SUATION, ‘rEFE ARE MO P37
OGLISATIONS PLANNES,

- B. THE PROGRAM SHPPCRIS BALAKCL CF PAYMENTS
Q3JECTIVES, 15 FAPID D!ZBURSING, AnD PRCHOTEC AND
REINFORCLS DEVELOPMENT FOLIIY DIALJOGUE. T FIMANCES
COMMCDIT!ES CRIVICAL TO AGRICULTURAL FRCOUCTION, SUCH
AS TARM 1HPUTS <UD EJUIPHENT wnD INCLUDES 4 FRIVATE
SECTOR W fIOOM. THE ROGRAH HAS 2RIVER T3 BL AN
ELTRENELY USEFUL DASTRUMENT FOR REET NG CMEPGENCIES,
SHCH A3 THE DAOUGHT-RELATED COTTCN PRODUCTICH
CHORT-FALL (M 1354 wiD THE EMERGENCY “HeAT PROCURENMENT
10 1985, 1T ALZO HAS THE FLEXIBILITY TC 8E RESPONGIVE
T CHANGLS [N THE GOVERNNEMT OF PAKIGTAN'S (uOP!
PRICRITICS., ADDITIOIAL FUNDS WILL BE UZED ACCCRDING
TO THE ILLUSTRATIVE aLLOCATION BELOW:

- AMQUNT {DOLS MILLiONS UsE

- 0cLs ig KGIICUL TURAL

- CoNHODITIES

- INGLUDING PERTILICER
- poLs FUIPRENT WATER
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- STCIOR Piiting ]l 1)
- COLS 20/u PRIVATE JbuIGH
- IHPURTS
- poLs t RESLRVE Font
= CCHTINGERCILS

/6. A GREATER SHAKE KRY £C ALLOGATED TO THE PRiVeTE
SECTOR WilNDOW DEYERDING OF PROGKESS 14 LIBERAL!IING

PRIVATE SECTOR [NPJRTT 709 AGRICULTURAL COMMGLITIES,
3. DISCUSSION OF AHENOMENT
- A, POLICY PERFQRM.NCE

- (1) ThD ALY PROLReM STFOMGLY SUPPLEMENTS
SEVERAL AID FINANCED PROCRANS <MD PPOJECTS il PAKISTEN
I CARR(ING FCAWARD MAJCR PFOLILY IMITIATIVES IN TEE
AGPICULTURAL SECTOS, wlltt Wi BELIEVE NOW i35 THE TIHE 7O
SIGMAL 3TROKG HHU CONTINUING SUPPCRT FOR THEST
fHiTIATIVLG, XABPLES UF POULCY SIALUGUL FHCLUDE: THE
PL-4Z0 TITLE | Pﬁbuﬂuﬂ VHICH 15 THE MIESSioN’ S
PRINCEFAL NZHICLE FCR ASCIITING In PRIVATIZIATION AND
DEREGULATION OF THE EDILLE QIL ZUB-ZECTCR; Tiit ISH
CROJTLT, fCCUSING ON IQFEEHS€D WATER #ATES T RECOVER
{RRECATION SYSTENS CO5T7; THE TIP PROJEDT
INTEGRAT G AnD ATE:HuThEN!nG THE AGRICULTURAL
tCUCATION AND FECZEASTY ENIN wWFP; THE Fub FRCICCT
WHICH CONNUCTS ECGLINIC CTUDIES AKD POLICY &itnl“SES 710
IHPROVE THE MANRGENENT OF THI LATICLAL FLOD SESQRITY
SYSTEM; anD VYHE PRCACIEN RIAIS RETCURCES MAlnaLTPINT
PROJECT W!ICH 4ILL EMFHAZIZE ECVABLISUNILT Or
RECURRENT COCT F Hall!Mu FOLIC.ES FIOR AURAL RLAUS
MATHTENRNCE,  ADDING 4 * W JOR ILCRTHENT TS THL LCP NOM
FOR OELIGATICH !i TAE PR3T-o7 TERISS, WILL PROVIDE 4
CREDIELE ~HD SIGHiFICANT BRICGL BET.EEN THE E.1ITING
PROGRAK QuD PO3T-E7, ANU SIGHAL THAT ERISTING FLCISY

AIDTRBI
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D A - RO T
HBJECT: JGRICUL TURKL CAMHEDITIZES 3 EQUIFMENT (WCE!}
Q:NCERNS WILL CONTINUE TO EE OF MtJOR 1MEORTANCE.

{2) THE ACZ PRCOGR:H 1S USAID'S FRINARY
NSTRUMENT FOR ENCOURAGIHNG THE fRIVATIZATION MO
E-REGULATIGHN OF THE DOMESTIC FERTILIZER FMJUSTRY.
ISSICN P LICY OBJECTIVES KMND DIALOGUE CCHCERIING THIS
RITICAL SECTOR EVOLVID FRCM THRED MAIN THEMES: (1)
HCREHSED PRIVATIZATICN OF POCIUCTICN AND
ISTRIGUTEON; (2) ELIMINATIGH 3F CUBSIJIES; AND (3)
ESERVE STOCk POLICY., TO JATE, GOP POUICY PERFURMANCE
N THIS AREA HuS EEEN MINEC BUT ON THE WHOLE
O3ITIVE. PPOGRESS HAS BEEM HoOE IN MIETING
EMCHMARKS FOR |#CREAS!ING PRIVATIZATIQN OF FERTILIZER
ISTRICUTION, FOR CONTINUING T3 RECUCE RESERVE CTOCKS
0 HORE PIACTICAL LEVELS, KNG FOR CENTRALIZING &KD
TREAMLINING THE GOP'3 FERTILIZER POLICY MARING
RJICESS., OKLY LIMITED PROGRESS HhS BEEN ACHIEVED ON
EOUCING FERTILIZER SUBSI{DIES M0 IN PRIVATIZING
ERTILIZER PRODUCTION IH SUPPORT CF WOALC BAMA £HD IHF
NITIATIVES., MEY FUNDS AUTHCRIZED FOR ACE wOuLl
RIVIDE ADDITIONAL LEVERAGE OM THESE CRITICAL POINTS.,

N FERTILIZER PRIVATIZATION, THE PUBLIC SECTOR SHARE
N THE DISTRIBUTION CF IHPCRTED PKOSPRATE FERTILIZER
A3 EEEN REDUCED FROM 76 PERCENT TO S0 PERCENT. THE
07 IS EXPECTED TO COINTIMUE THIS FOSITIVE TREND BY
UITHER 1ICREASING THY 2iv.TZ SECTCR SHAFE FR0M &0
EICENT TO €0 PERCENT BY JLNE 10, 1986. MARAETING
NCIDENTALS FOR PRIVATE SECTQR 2ISTRISUTCRS HavE BEEN
NCREASED TO THE SAME LEVEL AS THAT RECEIVED DY PUGLIC
ECTOR J13TRIBUTORS AND PRIVATE SECTOR FIANS ARE NOW
LLOWED T PICK JP THEIR IMPCRTED FERTILIZER
LLOCATIONS AT DCCHCIIDE INCTEAD OF AT THE PROVINCIAL
OVERNMENT DISTRIBUTION CENTERS. SWEEPINGS <HO QLD
TOCKS ARC NOW DISTFIGUTED EQUALLY AHONG PRIVATE AND
USLIC SECTOR DISTRIBUTION AND LASTLY, THE 3P HAS
NNOUNCED 1 TS INTENTICN TO PARTIALLY DISINVEST A
UBLICLY OWNED UREA PLANT,

(3} A DECLINING TREND HAS CHARACTERIZED GOP
OLICY ON RESERVE SIOCK3 FCR NITROGEN AND PMOSPHATE
VER THE LAST TWO TO THREE YEARS. RESERVE 3TOCKS FOR
OfH ARE BASED ON STRATEGIC RESZRVE CONSIDERATICNS AND
N ESTINATES OF 3NMUAL OFFTAKE. FOR MITROGEN, FESERVE
EQUIREMENTS WERE REDUCED FROM 15 PERCEMT OF 4NNUAL
FFTARE T2 15 PERCENT DURING THIS PERIOD. PHUSFHATIC
EZERVE REQUIREMENT. WESE REDUCED FROM S0 PERGCENT T0
HE CURRENT 40 PERCENT OF EXPECTED ANNUAL DEHAND.

(3} IN GOMPARISON, PROSRESS 1N FRICE
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DECONTKOL 410 SUBZIDV REAUVAL WAS WEEM LINITED.  CZINCE
THE 43 PERCENY PRICE INCHEALE IH JUNE 198), TdbRt HAVE
BEEN NG FU-TAER REDUCTIONS 1M FERTILIZZR LUBSIOIES
ANTICIPHTED PRICE 1HCREAZCS FOR FERTILIZERS 1id 1935
01D HOT HATERIALIZE BUE 10 & S1GNIFICART CRCP IH
DEMAND BROIGHY ON 8Y TWG CONZECUTIVE (ZARS OF aDVERSE
WEATUER CONDITION., BEC4USE OF THE FAILUKE TO REDUCE
THE SUBS1D/¢, THE WORLD Bank DID NOV PROGEED THIS YEAR
WITA 115 ASHICULTURAL SECTOF LOal :DOL3 150.0 niLLtoN!
T0 PAKISTAL, A HOVE THE MICUICH FULLY SUPPGRTS.  THE
ABDITIGNAL FUNDS IOULHT TOR ACE WILL BE SULOJECT 10
COMUITIONS PARALLEL (NG THUTE CF THE BA:K. AUTHGRIZING
THEM NOW, B8UT NOT OBLIGATING UNTIL FY 83, PROVIDES
AMPLE TIME FOR BIZCUSSION.

ti 1 MRIOR MISTION STUDY ON “ERTILIZER
POLIGT AAG JOMPLETED UM 198 WHD ITS RECONMENDATIONS
vERT PRECEITEC TO HIGH LIVEL GO? OFFICIALL.  THE GOP’S
FERTILIZER PCLICY COMMITTEE AND THE HATIOMAL
DERTGULATIJN CONMISSICH IUBSEQUENTLY REVIEWED THE
STUDY IN DEPTH AND HAVE USHITTED A REPORT AND ITS
RECAUMMENDATIONS TO THE FEBERAL CABINET FOR Fidal
CONSIDERATION AND ACTICH., THERE ARE 1:HDICATIONS THAT
THE GOF 1S ALREADY PLANNING TO IMPLEHENT THE REPCRT'S
RECOMHEKDATION TO STREAMLINE THE FERTILIZER POLICY
MAK!MG PROTESS 8Y INSTITUTIONAL!ZING FERTILIZER
STAUDARDS WD NATIOMAL FERTILIZER FLANNING AND
DEVELOPHENT WITHIW TRE MIILTRY OF FCOD ALD
AGRICUL TUR:,

- (3) BASED CM THE STUDY’S RECOMMELDATICNS, THE
HISTION WILL CCNTINUE 7O PFESS FOR CHAWGES IN &LL
THREE RREAS OF FERTILIZER PGLICY STARTING WITHl TEE FY
€6 TRANCAE OF OOL3 33.0 :ilLiQN AND CONTINUING WITH
ADDITIONAL OBLIGATIONS. IN ADOITION TO THIS FORUH FOR
PURSU{iiG PILICY CHANGES !N THE FERTILIZER SECTOR, THE
MIS3ION PL4NS TO USE THE PL-480 PROGRAM AND T3 ANMUAL

A107598
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NEGOTIATIONS AS ANOTHER MEANS TO SUPPLEMINT T3
EFFORTS TO CONTRIBUTE TO FERTILIZIR POLICY FCFORY
UNDER THE PROPOSED AMEMCMEAT, THE MISSIO4 WILL LSO
PURSUZ OPPORTUNITIES FOR PILICY CSANGE iN THE FOJD
GRAIN SECTOR SUCH A3 THE RZHOVAL JF THE wHEAT FLOUR
PRICE SUESIDY. BASED ON THE RESULTS CF PCLICY STUDIES
PROPOSED OR UNBERWAY UNDER THE FO0JD CECURITY
HANAGEFENT FROJECT (F3M), THE MISSION EXPECTS TO
ECTAELISH AN ADCITIJNAL SET OF BE!NCHMARNS., THEIE WiLL
BE RELATED TO INCREACING THE PRIVATE SECIOR ROLE IN
CEREAL GRAIN STORAGZ, FROCZISIING, DISTRIBUTION AND
MARKET ING.

- (7)BELOW 15 A LIST OF OBJECTIYES THE MISSION
INTEKDS TO HEGOTIATE WITH THE GOP STARTHNG WiTH THE
FY36 TRANCHE AND WITH SUBSZQUENT JBLIGATIONS. TARGET
OLTES FOR ACAIEVING THE FI35T TWO OBJECTIVES ARS ALZO
PROVIDED., TAE MISSICN 1S QELUCTANT TO SET TARGITS FOR
OTHER CBJECTIVES AT THIS PIINT UNTIL THE VIEWS OF THE
NEW CABINET ARE BETTSR mNOUN.  THE HISSIIN VILL
CONTINUE TQ JPDATE WASHINGTON O JOP POLICY
PEFFORMANCE TO ENSURE THAT aNmUAL HEGOTIATIONS ON THE
ACE PROGRAM 2ROVIDE AMPLE OPPORTUMITIES 10 «SSESS
PRCGRZSS TOWARDS THI OBJECTIVES STATED BilOw:

-- FURTHEF (NIRELSE IN THE 2KIVATE SECTOR ZhiRE
OF FERTILIZER DISTRIBYTION: AT LE«3T 65 PERCENT BY
JUNE 38, 1987 AND 71 PERCENT BY Ff §7/33.

- 01VIST CNE OR FOR: EXIST'NG PUB.iC SECTOR
UFEA PROCUCIIG FLANIS, AT _ERCT QUE wiLL BE PARTIaLLY
CENATIONAL1ZZD BY JINE 1334,

- SECINTFCL tREs PRITCL TC EM{QUR4GE PRI 14TE
SECTOR ILVESTHMEMD 10 FERTI_IZER PECCLITIML TS
WILL HAVE LITTLE OR MO !MMZIDIRTE IFFECT QN COHESTIC
PRICES, CFFTAKE CR THE GOP BUDGETIRY BURDEN).

-- ABOLISH THE DEVELOPMENT ;URCHARGE SYSTEM,
WHERE EFFICIENT FERTILIZER PRCDUCERS SUBSIDIZE THE
OPERATIONS OF THE LZS3 EFFICIENT PLANTS, TO ENCIJRAGE
ADDITICNAL PRIVATE SECTOR INVESTMENT IN NEECED
PRODUCTION CAPACITY

-- ELIMINATE JUOTAS FOR DISTRIBUTION OF
FERTILIZERS TO PROVINCES

- THE PHALED DEREGULATION IF FHOSPHATIC
FERTILILZER PRICES AU FRIVATITATION OF FFRTILIZEH
tHPORTS 10 ELIMINAT THE RINATNING SUBSEDY LND
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TRANSFER STORAGE AND NARKETING COSTS 1O THE FRIVATE
SECTOR.

bt LDOPT A POLICY THAT SUPPORTS RESERVE STOCKING
OF UREA ON A CCNTINGZNCY HAPHER THAN A STRATEGIC BASIS
AND REDUCES PHOSPHATE RESERVES FOR 4@ PERCENT OF
ANNUARL OFFTAKE TO 40 PEFCENT OF SEASOMAL JFFTAKE TO
SUBSTARTIALLY RELUCE STORAGE COSTS AND LOSZEC.

-~ A PHALSED REDUCTION OF THE WHEAT FLOUR SUBSIDY AND
ITS EVENTUAL REMOVAL.

- 8. BALANCE OF PAYMENTS

- (1) THE CHRONICALLY WEAK BALANCE OF PAYMENTS
IS ONE OF THE MAJOR REASOMS FOR THE ECCHONIC SUPPORT
PROGRAM IN PAKIGTAN, AND A CCHPELLING REA3ON T0
CONTINUE AND EXPAMD THE #CE PRGGRAM. IN PFY 13904/8S,
EXPORTS WERE 42 PERIZINT CF IMPCRTS. DOWN FROM 47
PERCENT N PFY 1832/33. PRJIJECTIOQUS FOR ?FY 13853/36
SHCW A SMALL {MPROVEMENT TO 43 FERJENT, THE ROLI OF
INVISIBLES 15 VERY IMPORTANT, RS REMITTANCES FROM
OYERSEAS WORRERS ARE ALMOST AS LARSE AS EVPOPTS, AND
ACTUALLY EXCEEDEC THEM FROHM 1982 TO 1384, THE CJRRENT
ACCCUNT BALANCE, WHICH INCLUBES REMITTRNCIS, INTZREST
PAYMENTS, “ACTOR PAYMENTS, ITC. 1S CHRCHIZALLY 13
DEFICIT, THE LEVEL 45 A PERZENTAGE OF GROI3 GOMESTIC
PROCUCT HAS FLUCTUATED FROM 1.8 PERCENT TJ 4.9 PZRCENT
IN THE KECENT PAST, THE BASIC BALINCE AL30 IS
VOLATILE, CEPENOING PRINARILY O THE SIZE OF THE
CURRENT ACCOUNT CEFIZIT FUD DICEURZEMENTS OF FORI!GH
ASTISTANCE. THE EASIC BELAICE STROMGLY DIVERMIMIG THE
CHANGE 1N FOREIGN EXZHANGE RESERVE:, VHE JTHER FACTORS
BEING SHORT-TZRM BORIOWILG (REPAYHINTS) AuD I1HF
TRANSACTIONS. FOR SXANPLE, THE PRJJECTED NEGATIVE
BASIC BALAHCE OF DOL3 111 MLLICN IN 1985/36 Wil BE
EXACERBATED BY IMF REPAYMENTS OF DJILS 225 MILLIOA.

A1D788%


http:0ISEUF:EVEt.TS

UNCLASSIFIED

Department of State

PAGE 01 ISLANA 03503 34 OF 07 1406421 3410 d01671 AIDIEI!

ACTION RiD-00

ACTION OFFICE  4~0-J8

INFO FPA-02 ANDP-) GCAli-02 GC-01 GCFL-31 C-82 ANTR-36 CPP-01
CPS-02 ST4G-D2 SAST-D1 AGRI-91 CIFA-PL RELO-O1 TELE-B1
CHEA-B3  AHSA-02 /027 A4 514

HIFO L0G-00  COPY-01 CIAE-00 EB-08  DODE-00 HEA-0T  L-03
HTERY

----------- -e-e-=-063337 1408537 /61-13
0 1406277 FEB 36
FH AHENBASSY ISLAHABAD

70 SECSTATE WASHOC IHHEDIATE 8320

UNCLAS SECTION 04 OF 07 I1SLAMABAD 03583

A1DAC

£.0.
SUBJECT:

12355 N/A
AGRICULTURAL COMMOBITIES & EQUIPKENT {ACE)

- (2) THE TAELE BELOW PIESENTS DATR SINCE 1931
WITH FROJZCTIONS THRQUGH 1583, THE BJILD-uP IN
RESERVES THREE YZARS AGO ANC Tal DECLIME 3INIE THEN
CAN BE ATTREEUTED 1M LA3GE PART TO THI EEHAVIOR CF
REMITTANCES, THE CLARENT BEHAVIOUR 07 REMITTANCES IS
ERRATIC A4O THE JhHuy CERTAINTY 13 THAT S1CHI°ICANT
GROUTh WILL NCT JCLUR, A5 A RESULT, ZAPORTS AND
FCREICH ASSICTANSE CISBJRSENENTS MU3Y SUFPLY THE FUNDS
NEZDEC TC PAY FOR !MPORTS ARD CCHTIHUZD ECININIC
GROWTE, THE FIGUREC IN THE TABLZI ASSJME 7.4 PEFCENT
ANNUAL RTAL CROMTH Ik TYPCRTS, 4.2 PERCENT 14 IPPORTS,
5.3 PERCENT N GOP, 5,1 PIFCENT M GM?, 3.5 PERCENT IN
AGRICLLTURE AND 9.0 PERCENT [N INDUSTIY. THI CRITIZAL
ELEMERT {3 EXPORT GROWTA, WHICH iC HIJHER THat THAT
EXPERIENCED IN THE 1977-35 PERICD ALTHOUGH LIWER THAN
THE 1§77-33 PER1OD.  SUSTAINING EXFORTS LEYCU) THE
RECOVERY FROH THE :1883-35 TROUJH Will BE DIFZICULT as
PAKISTAN FACES SEVERAt CHALLENSES: CEZLINING PRICES
AND MARKETS FOR 173 TWC LARGEST SXPORT COMMCIITIES
(COTTGN 4AND RICE); A WEAK DEMAND IN THE MICCLE EAST
MARKET OUE TO FALLING OIL PAICES: AND QUOTAS AND OTHER
RESTRICTIONS ON rARN, TEXTILES, MACE-JFS AND GARMENTS
WHICH HAVE BEEN 3EV BY INDUITRIAL COUATRIES
ABDITICHNALLY, PAKISTAN'S MKAUFACTURED PROQUCTS FACE
PROBLEMS BECAUSE OF THEIR HIGH COST AYD RELATIVELY LOW
QJALITY, ATTFIBYTRELS T3 T-E R GUEFPRITLOTID DCMESTIC
HMARKET. CONTRIBYTING TO T#E PIOELEM JF EXPORT CROWTH
IS AN OVERYALUED EXCHANGE RATE.

- (3) EXPORT ESTIMATES FOR 1583/86, HADE AFVER
S MONTHS OF THE FISCAL YEAR HAD ELAPSID, SHOJS A 19
PERCENT INCREASE OVER THE FREVIOUS YEAR, BUT ARE ONLY
12 PEFCENT MORE THAM THZ E/PORT LEVEL OF THRIE YEARS
AGO. HEMCE, IN THE SHORT FUN, ParISTAN 1S LIKELY TO
EXPERIENCE BALANCE GF PAYMENTS CONSTRAINTS GIVEM THE
ECONMOMIC ZHVIRONMENT DESCRIBED ABOVE,

- (4) IN LIGHT OF THIS SITUATISN, IMPIRT
PLOJECTIONS ARE RELATIVELY LOW AT 4.3 PERCENT COMPARED
WITH THE 5.0 PERCENT RATE EYPEIIEMCED FOR 1977-3%5

THIS GROWIH 15 THE MINIHUN HECTISARY 1O FERMIT
ADDITIONAL INDUSTRIAL GA0NTH WAILE MAINTAINING CURRENT
LOW LEVELS OF CONSUMPTION, 1IN FuCT THE FROJECTIONS
AJ3UME S04E MINC] DECLINE IN PSTROLEUZI IMPORTS i3
DOMESTIC "RODUCTION INCAFACES. CEMENT IMPORIS JJ0R
WILL CEASE, LEAVING EDIBLE QIL A3 THE OHLY H3JOR
THPORT FOR WHICH SIGNIFICAMT 1MPORT ZIBSTITUTION 1S
POZIIELE,
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- (3} THE TABLE SH0WS THE OASIC Bal sy AL
POSITIVE STARTING 1M 1984737,  THE EULLOQUP 1] REERVES
WILL NOT BE AL LARGE BECAUCE OF REPAYMENTS TO ThL 1HF
AND HILITATY FURCHASES., THE TAGLE <SSUMES A LARGE
INCAEALE it DISBURSENENT, CF FOREILH ASSICTANCE ThHAT
HAS HOT YET BEGUN FEG, 149361, THE IMPROVING PICTURE
FOR THE FOLLOMING YEARS oLiLD 04 & COMIINUATIQN OF THE
TREND, THE PROJECTICNS JHOW A 40DEST INCREAZE 1IN
RECERVES A3 MEASUNED BY UMIHS JF iMPOIT CLVEIAGE AND
A DECRERCE M THE RaV!0 Of THE CURRENT wCCOUNT QEFICIT
T0 GOP. THE FORMZR IHPROVEMENT OEFENDS 8OTH O:f ENPORT
GROWTH AND AID OISHUFSENINTS, THETE O13BURSEMEMIS
IHCLUDE THISE PROJECTED FCR U, S. ASSISTANCE.  ANY
SHOATFALL WiLLl BE REFLECTEC IH LOWER AGGREGATE

LEVELS. FURTHERMORE, A FAtL (N OICEURZERENTS AND
RESERVES 13 LIKELY TO RESULT 1IN LOUER IHPCRTS THAT HAY
VERY WELL LOWER EXPORTS, AGCRAVATING THE CURRENT
ACCouNT DEFICIT EVEM PORZ.  BASID CN THE BISCUSSICH
ABOVE, USAID/PAKISTAR CONCLULDES THAT TAE BALANCE CF
PAYHENTS IN PAKISTAN WitL BE PRECARIOUS AT BEZT OVER
THE HE)XT FEV YEARS. AN ADDITIONAL Q0L3 100 MILLICN
WILL CLERRLY NOT 3CLVE Td4E PROBLEN, BUT IT SOULD BE JF
SUFFICIENT “ACNITJDE TO PROVIDE SIGHIFICANT BSP RELIEF.
- BALLNCE CF PAYMENTS, 1981/82-1956/783

- {US DOLLARS RILLICN)

- 1951732 1962/83 1933734 1984/85
TRADE CALANCE -3,373 -2,933 ~3,324 -3,162
- EAPOPTS .C.8.) 2,118 2,621 2,639 2,479
- IHPORTS ¥.0.8.) -5,691 -%,616 ~-5,913 -5,337
IKVISIELES (NET) 1,383 2,431 1,233 1,11
- VORKERS' REMITTANCES 2,125 2,385 2,737 2,446
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= INTEREST PAYHENTS =452 =325
- OTHER INVISIBLES (HET) n =10

CURRENT ACCOUNT BALANCE -i,532 -558

LCNG-TERM CAPITAL NET) 136 1,22

- GROSZ DISBURSEKENTS

= OFFICIAL} L,1g2 1,381

= AMORTIZATICN -432 ~420

- OTHEP 129 36!
BASIC BALANCE -300 634
CEANGE IN RESERVES =198 1,111
RESERVES A3 [IONTHS OF

IRPORTS /0 1.4 .3

CURRENT EALAHCE/GDP FERCENT 4,7 -1.3

- 1385/236 1986787 1987/33 1538/29

- /8 ¢
TRAOE BALANCE 3,101 -2,395
- EXPORTS (F.0.B.) 2,945 3,135
-~ IMPORTS fF.0,8.) 5,146 6,231
INVISIELES (IET) 1,754 1,303
- WGRKEAS' REMITTANCES 2,400 2,400
= INTEREST PAYMENTS -423 343
- OTHER INVISIBLES MET)  -177 -52
CURRENT ACCOUNT BALANCE -1,407 -1,088
LCHG-TERM CAPITEL wETY 1,286 1,768

- GRO3S CIZEURSEMENTS

- FFICIAL) 1,380 1,217

- AMORTIZATION -582  -767

- OTHER 18 138
BASIC BALANCE -111 130
CHANGE IN RE ERVES -120 N.A
RESERVES AS NOMTHS IF

IFPORTS /D A8 1.1
CURRENT BALAICE/GDP PERCENT N.4 SR

o PROVISIQHAL ACT:InL S,
JE RUMITED GOVENNHEMT L 3TINAIES

-4.8

-471 =462
: 27 =t71
-1,831  -1,65¢
1323 317
1,176 1,223
-928 =337
157 -8
=208 -1,041
132 -1,387
3.8 NA
-3.1
/€ /€
=2,837 -1,18%
3,904 4,336
=6,731 -1,47¢
1,816 1,733
2,80 2,400
-S4t =592
-43 -39
-1,0711 -1,14%
1,347 1,622
1,981 2,261
-13% =3
131 190
76 {76
108 163
1
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/0 FOHECGH EACHRNGE RESERVES AS MONTHS OF WEXT JEAR'S
IHPORTI OF GOUNS aND ALL SERVICES

SOLRCE: WCRLO BANK: COUMTRY CCCHOMIC MEMORANDUH
(ORAFTI, CECEMRER 2, 1825, HASED O4 GOP DATA
- €. FRIVATE SECTUR COM:ODITY IMPCRT PROGRAM

- FROGRESS OK THIC CIHPCNENT HWAS FALLEN FAR
SHORT OF EISSION EXPECTATIONS, THE MISSION'S OWi
PRCGHOTIONEL CAHPAIGN GOT OFF TG A LATE START IN JULY
13ES WITH THE PUELICATICH 0F A PAMPHLET E<PLAINIG THE
PROSRAM’ S CONTENT, 1TS CBJESTIVES 4ND PROGEDURES 10
FOLLOW.  SEMI™WRS AIMED 4T THE PAKISTAN! BUSINES: AND
BANKING CCHMUNITIES WERE CCUDUCTED IN SEPTENSER TD
AUBIENCTS 1N 51X MAJOR LRBAH CENTERS. FROM THESE
EFFORTS INTEREST IN [HE PROGRAM AMING FRIJATE SESTCR
FIFMS WAS STHMULATED, BUT & NUMEER OF UNFORSEEN
CORSTRAINTS AR0SE TO PRIVATE SESTOX ACCES: TO AlD
FUKDS.  CCNSTRAINTS SUCH AS THE SHIRT PAY3ACK PERICD
(PREVIQUSLY THREE YEARS, MOW FIVE) FOR CA®ITAL GICOs
AND THE LCW CZILING (ORIGIRALLY DOLS 1 HILLICH, 'lOW
OOLS 1J HILLISHY 0N THE 2HOUNT OF iNY !BIVIDUAL LOAN
TRANSACTICY WERE QUICKLY REMOVED. QESPITE THESE
HEASURES, & NOMBER 0F PROBLINS REMAIN, T4ESE 4RC: B
A LIMITED KUMSER (ONLY T20) ©F BANAS PARTICIPATIIG IN
THE PROGREH; {2) THE LACK €7 4 CLEAR SET 9F GCP TULES
AND PROCECUREZ FCR PakISTANI IFPOPTTRES TO FOLLIW UNGER
THE AID CIP PRGCGRAM, 3} THI AFPARZHT LIMITATIONG Ch
BARKS O THE AROLNT OF FIREIGH EXCHAIGE THEY CAN LEND
ANC A CEILING N 'MPORTERS ON (FE \MOUNT IF FGREIGH
EXCHANGE THEY CAL BSRROW, 3} THE 1B3ENCE OF
WICESPREAD KHJULEDGE wMCHG THE GOP PARTICIPATING CANKS
#NG VARIOUS LEVELS OF THE BUREAUCKACY CONCERANING
PRCGRAM SFECIFICS; AND (5) SEVERAL ITHER COMPETING
SOURCES OF FOREIGN EXCHANGE AVAILABLE IN THE MARKET

A107913
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SUBJECT: ASR:CULTURAL COMMODITIES & EQUIPMENT (ACE)

FRO% PENITTANCES AND OTHER DCHOR RESCURCES wAICh ARET
CHANNILLED MOSTLY TiRQUGH NEVELIPIINT FIKANCE
INSTITUTICHS.  THE MISSHCH HAS S1SCUSSED THESE
CONSTRRINTS AT H1GH LEYELS oli THE GOP unD 1S AGTIVELY
SEE41N5 THIIR RIJQLUTICN, AZ THERE COUTINLES TO [E
CONSINERAELE PRIVATE SLCTOR INTEREST IN THE PART OF
PARISTRNL PHPORTERS AND M. S, SUPPLIERS™ IMTEREST !N
I0HHG BUSIAESS =ITH THIN.  THE #1521CH dnl CONVERED
THE ORJECTIVES EELCY TO .2hiv ZENICR GQP OFF 112l
ALONMG WITH OUR VIZW THAT TRI1? £aRLY ACHIEVEMENT 1S
CRITICAL TH PRCURESS QN THE PEIVATE SECTOR CIP. 1IN
THYS CONTECT THE MIGSION Will NCT G0 FCRULRE ITx ANY
PLANNED PU3L.C SECTCR PROCLREMENT OF IRRIGATION
EQUIPUENT CURRENTLY ESTIMATED T OOLS 1.2 HILLION,
THE OBJECTIVES ARE:

-- A CLEAR SET CF UMAESTRICTIVE GUIDEL(NES TO EE
PUBL ISHED EY THE CHIEF CINTHOLLIR COF IMPORYS 4D
EXPORTS SO THAT I®PGRTIRS ARE (LFGRMED OF WHAT IS
EXPSCTED OF "HEM 3NU 33 THAT (MPORTS CAN EE PROCISSED
ON A TIMELY BASIS,

-= A CLARIFICATICH THAT: THERE 1S KO CEILING O
AVAILABLE EAKX CREDIT; NO LIMITATICH ON FOREIGH
EXCHANGE AVAILABLZ TQ APPLIZART BuhK3 FOR LOANS 10
INPORTERS; AND MO L MITATICN CN THE AaHCUNT OF FORZIGN
TRCHANCE AN MPCATEFR Miy BREACW

.= UICEIPREAD DISSEMINATION OF PAOGRAM CONTENT AND
ITS OBJECTIVES THROUGH PROMOTIONAL AND PUELICITY
CAMPA . GNS YO ELINMINGTE COHFUSION #HMONG 2OTENTIAL
BORRONERS, GCP JFFICIALS AND FEMBERS OF ThE
PARTICIPATIHG BANKING COMMUNITY CN THE PURPQSES aNO
FEATURES OF "HE PROGRAN,

== 4N INCRFASE IN TME MUBEES CF PARTICIFATING EANAS
{JNCLIIDING U.S. BANRS) IN 4 COMPETITIVE SETTING
WHERENY GuMH' LOULD WECEIVE QDDITIONAL FiKaNTING IN
EOUAL OR LARLER AMGHNTS CF FUNDS DEPENDING ON HOW WELL
THEY “UCCEEOED 1M LENDING FUlRS TO (PPORTERS. A
INDICATED IN TABLE rOLLOYING PARA (B ADOVE, W& PLAN TO
AESERYE AT LLAST OOLS ;0 M:tLION FOR PRIVATE ZECTOR
IWPORTERS.  “HIS INCREASES THE ANTE IGMIFICANTLY AND
PROVINES aMPIE LEYERAGE TO GET THF PRIVATE SECTOR
WIKOOM VORWIiG. WE WOULD (*FECT, CF COURIE, [HAT THE
PROBLIMS Wili HAVF GEEN LON6 STNCL RESOLVWED BEFARE ANy
OF THI NEM INCREMFNT 15 OBLIGATZU J'GHALD ING Oult
INTENTIONS HOW WILL PAVE THE WAy FOR SOLUTIONG

b, PUPLLINE TIPLECATTONS
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CUNILATIVE CHLEGAT:OMZ 107uL DOLS 3JS
MILLION. PLARNED 7Y &6 OBL L ATIOHS FOR DOLS 34
MILLIOY WHLL BRYMG TRE TOTAL CLLIGATED anuunt [0 803
374 MILLICH. ACTUAL ENPEND.TURLS NaVE KEPT FACE WITH
MISSICH PROSELIICHS,  aN ADRETIONAL ORLIG.GICH OF
DOLLARS 18 H.iL!Cl ik FY gL FCR WHEAT &iil THE GO’ S
REGUEST 1C AEFROGRAM DCLD 2. MILLiil FOR WnEAl 10.TEAD
OF FERTILIZER nAS CAGTED <M tiNT1CIPGTId BUT
TEHPORARY FICREASE Wi YUE PeFELing.  TENDFRING FOR THE
DOLS 140 MILL G WAEAY mad BESY COMPLETED -ND THE
MISSICH IXPECTS ALL tAFEMZITURES FOR THIS CORMOZITY TO
ACCRUE BY MARCH 31, THE ENTHRE DOLS 100 HiLLIGH
WiLL BE DISEURSED BY APRIL 153¢. GOP PLANI FOR BYYING
ADDITIONAL ZHEAT FOR COLZ 30 MILLIO% SRE STILL
TENTATIVE, LANGELY DUE 1O UNTESTAINTIES CCUCERKING THE
SIZE OF THEL CUMING HWRVEST.  WHILE ~HEAT PROCURENENT
OCCURS SHOGTILY ARY FunldS C.n EE DITBUARZED RWPIDLY,
FIUIPMENT PAOCUREMENT WIS TLIDED TO BF 3LOW LARGELY
BECAUSE OF TRD M&ns PROCURILG ENTITIES (NVOLLED wOUR
IRRISATION SEPARTHINTS TOR THE 1IH PREJECT, THE
INSPECTCS GF'ISR2L OF FCSESTS FCR FuSESTRY, FCR
EYAMPLE) AND THEIR UNFEILIARITY WeTH AiD PRICLAFHEMT
REGULATIONS AND PROCICUTES,  SHNCE THESE mOENSIED ARE
BECCHMING VHSRFASINGL CINVEPTART WiTH 21D PROCURERENT

nrs
idel,

PECUIRCMENTS, THE tit7ICh E1PECT. THAT FUTLRE
EQUIPHNT PURNHASE: ii6Y AICELERATE iND JICEURUEHENTS
INCREASE, THF WOVEMULT GF FUNDS UNGER THE PHIVATE

SECTOR WINDIWG SAQILY WLST wUICHEN CNCE CUFKENT
COHSTRAINTS GFE REMOUED, HOVLVYER, THERE thiGHT BE
OTHER POTENTIWL CCASTRAINTS ¥diCr COULD CONE INID
PLAY. TPESE FELATT "0 THE CGST OF U, 2. GOCOS nD A
LACK CF KHOJLLDSGE OF T. MARKLT &fC THE EC2NCMIC
EOVANTAGES IT GFFE?S.  THIRT MAY Aul0 BE "HSTARCLES
WHERE A BGAXONER SEERS FINANCING FOR & COHMODITY VHICH
15 PAR™ OF A.LARGER :NVESTHiNT P2ChAGE MORE
APPROPRIATE FCR . RIJECT FINARCING. 1IN 3UCH CASES

atn73a5
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SUBJECT: AGRICULTURAL COMMOIDITIES & EQUIPMENT (ACE)}

BANKS MAY BE RELUCTAMNT TO LEND FUNDS FROVICED 3Y THE
AID CIP PROGRAM, ONCE THE PFROGRAM GETS CFF TO A GOOoD
START. THE MISSION WILL HAVE &~ BETJER UNCERSTANDIMNG OF
WHE THER AND THE EXTEMT TO wrICH THESE FACTCRE PCEE
ADDITITONAL PHOALEMS TO DISHURSING LARGER AMOUNTS CF
FUNDS FOR THEZ PRIVATE SECTCR WINKDOW. IN LIGHT OF
CURSENT AND PROJECTED TRENDS, AN ACDITICMNAL DOLS 18C
MILLZOM REGUESTED TN T1HIS CABLE WILL HELP REDUCE SIZE
AND ASE OF THE PIFPELINE AND COMTRIEUTE TC REDUCING
PARISTAN' S BALANCE OF PAYMENTS PROEBLSMS.

E, ORLISATICH ICHIDULET: FOR THE AMENCMENT, THE
MISSION PROPOSES AN INITIAL CBLIGATICH IN FY &8 OF
DOLS 30 MILLICH AND THE FEMAINING CCLS 36€ MILLION IN
Fyes, TH:S SCHEDULE AS3UMES THAT CSCP AGENCIES WwWILL
HAYE ACQUIRED A “rURCUGH FAMILIARITY wITH AID
PROCUREMENT PROZEDURES ANC HEMNCE DISBURSEMENTS CAN
SCUR RAPIDLY VI™H A NMINIMUMY CF FLANNING DELATYS. IiT
ASSBUMES ALSO THAT THE GOP' S EALANCE OF PAYMENTS
SITUATICH WILL IMPROVE ORMLY MARGINALLY BY FY (3838 AND
BEVYOND THUS MNECE3SITATING LARGE INFUSICMNS CF RAPID
DIS3URSKING ALD. “p THE EVENT THERE ARE REVISICNS TO
THE MISS.CN' S FreT DBLIGATION SCREDULE RESULTING IN
PROGRAMI/PROJECT CHANGES, THE MISEION MIGRT SEER, WITH
WASHINGTON' 3 CONCURRENCE, AN E~RLIER OELIGATION CF THE
FIRST TRANCHE OF THE PROFQSED AMENCMENT. THE AMOUNT
NECESS5ARY WOULD BE DETERMINED AT THAT TIME. HINTON

UNGLASSIFIED )
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SUBJECI: ENERSY COMACOITIES & EQUIPHCNT PROGRAK
(391-0436) - AMLNOMENT

REF: {A) STATE J35757 'B) STATE r3gips #

t. SUMHARY: THIS CABLE TRINIMITS A DISCUSSICN CF
USAID/PARISTAN' ¢ REQUEST 70 iNCAIASE THE

LiFE-OF ~PROCAIN &MOUNT FOR THE ENCAGY CCMMODITIES whiD
EQUIPHINT €2y FROSAAM FRSP DOLS 130 MILLIOM T2 CULS
270 MILLON 0% [TCUDMIC SUPFORT FUNDS (ESF). PSR REF
(@) PISSION LCOIS FOIWLRD T wiPad QI 2,2% TC REVIEW
O'R RZWLST, N.RICTCR ST-PLES AND 2RGGRAM OFF ISR
DhVIS <ILL ATTEND 2d4PAC. MIS31 REPIECINTATION NGT
PLANNED FOR PRO.ECT CONMMITTEE REVIEW ON 2718, £HD
SUMMARY.

<. BACLGROUND: TRE ECE PRCGRAM WAS LUTHORIJEC I
AUGUST 1984 FOR DCL3 100 RILLION N ECF FLIDS
CONSISTING OF A LOAN AND GRANT SPLIT OF DCLS 30

MILLIOY AN DSLL 28 MILLTON REZPECTIVELY WITH &

D/ SBURSEIINT #FPI0D OF APPROXIMATELY THREE YEARS. IN
1383, VATHINGTON AUTROKIZED A CHANGE IN THE ¢PLIT TO
BOLS 5J MILLIJM LOAN AND J0LS 53 MILLIOK GRANT, THE

M SS1QY FROFOSES TC SETAIN THIS SPLIT UNDER TME
PROFOSED AKEMCHENT. TEE REQUEST TO 'NCREASE THZ LOP

TO COLS 2€0 MILLION 1S BASED ON BALANCE OF PAYMENT
COMSIDIRATICNS, A STRONG JEMAND FOR ENERGY

COMMODITIES, ACCEPTAELE GOP PCLICY PERFCRMANCE TO

DATE, AND THE INTRCOUCTION CF NEW FOLICY MEASURES

THE PR2GELY PACYMICES F1IT DISLUPSING FOFTIEN E75KaNGE
FOR THZ -MPORTATICH 1HTO PArISTAK CF ECUIPMENT ald
CCMHODITIES Td~T WiLL CONTRIBUTE TQ LBKERGY PEODUCTION
FROM 1uDiGENOUS RESOURCES, ~NC 70 ENERGY CONSERVATICN
IN SUPPORT JF THE GDVERNNENT CF PAKISTAN'S (GOP} ZIXTH
FLVE-YEAP ENEAGY PLAN. BENEFITS OF “HE PROGARAM
INCLUDE: DIREST MITIGATIOR OF GALANCE OF PAYMENTS
PROBLEMS THROUGH FOREIGN EXCHANGE FOR THE I1IFORTATION
OF ENERGY SECTOn EQUIPMENT; 3UFPORT CF POLICY
ODJECTIVES OF THZ GOP 1N 3JCH aREAS AT ENERGY
COMSERVATION aND THE INCRLAZED USE OF INDIGLMOUS ENERGY
RECOURCES; SUPPORT FCR THE TRAWSFER OF ENERGY RELATED
TECHNOLOGIES TO PANISTIN; ARD THE PROVISION CF all
ANDITIONAL BASIC FOR POLICY QISCUSSIONS WITH THE 0P ON
SICH IISHES A3 [NERGY PRICING uND AN INCREACED RCLE OF
THE PRIVATE SECTOR IN ENERGY DEVELCPMENT. 1O REINFORCE
ITS POLICY OF PFOMOTING GREATER ROLE FOR PRIVATE TECTOR
INVCLVEMENT, THE MISSION INTENDS TO ALLOCATE AT LEAST
S0 PERCENT OF THE PROPOSES AMENOMENT TO THE PRIVATE
SECTOR WiMDOW.

J. DISCUIIION OF AMENDMENT

- 4 POLIGY PERFORMUNCE
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1) ARTICLE Sa OF THE FIRYWT AMENDATORY LCE
AGREEMENT iu JUNE 13350 REQUIRIL THE wOP TD PROVICE
REPOSTS QW ACTIONE TAKEN TO CONELY Witk BENCHIARKS
ESTHELISHIE URSER THE WuRLD Ealh‘S cNERGY SCCTOR LOM.
PROGRESS REPCRTING AKD VERFO:NMALSE THRCUGH JaNURRY 1236
HRVE BEEM SaTISFRCTCRY.  CONLUBER AND PRCOUCLR il
FRICES ARG ELESTILICITY TARIFYG WERE RAIZED BY ThHE
AGREED LE/LLC IM MAY/JUNE 1925, QUE YO THE FALL M OIL
PRICES, GaS RRTES WRT NOW THO-THIR3Z GF THE 9:L IMPORT
PRICE. ELECTRICITY RATLS WERE INSREACED BY 10-12
PERCENT OvER PREVICYS LLVELS It THE BUDGET AND =RE
SCHEOULED 7C CE 'NCRE4SID BY THE 3JAME FERCENTAGE AGAIN
THiS JULY. AGRELMENT W TH THE WGPLE LANKE 0 « CORE
INVESTHENT PROGRWM FOR THE POWER SCCTOR WAS NEACHED IN
AUGUST 1245,  THE HINISTRY OF PLAMMING AGREED TO
ESTHBLIZH RN ENERGY CONCERVATION CELl (ENERCON) IN
QECERBER 1935, CRIEVENENT CF OTPER ENERGY PCLICY
TARGETS SET UNUER THE WORLD TALK AGFELMENT WiTY THE GOP
WILL CONT:NUE TO EE MONITCRED CLOSELY DURIKG THE COMING
HONTHS,  THE MISLICN MILL SHeRE WITH A:D/WaSHINGTON GOP
PROGRESS ON POLICY PERFCAMGNTE AND CONSULT WIiTH
AlD/WASHINGTCH I ASCESUING PRUGRESS PRICR TC
OBLIGATING NEW FLNDS

THE MISSICN PLaMS TJ LIE TFE PRCPOSED
AHENOMENT TQ 74E ECZ PRUTCAIM TC SUSTALN POSITIVE STEFS
ALREADY UNDIRWSY Wl TO BRIMG -EOUTFURTHER
tRPROVEHERT S,  ThE FOLLCWING NFASURES SRE CONZISTENT
WITH, it REIHFOICE, JCRLD Einik &HD OTSER CONOR
CBIESTIVES IN THE ENERG™ SZCTOR AND REFLECT THE
HISSICN' S WELL E2TABLISHED RECCAD CF DOMER
COORDINAT 0N, JPECIFIC BEASUREC NAICH THE MISIleN vILL
KEGOTIATL AS CIHUITIONS TG THE CBLIGATIONS UHDER THIS
AMENCHMENT IRILUOL THE FOLLOMWING:

A107992
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- POVER ZECITR JECFGRNIZATION: THE 40P IS
COUSIDERING WAY: TU FEIRGANIZE TFE POVER SICTOR AND M
PIRTICULAR WhLL REVIEN THE ROLE CF w3PD,. DISITIBUTICH
C7 PCMZR 1§ TO LECOHD THE PESPONLIEILITY C7 A EPARATE
AENCY, LEAVING WAPDA FREE TO FCCUS O THE SEMERATICH
AUD TRANTHIZSIO0N CF SLECTRICITY FCR TNE CHTIRE COUNTRY.
A KECRGANIZATION SRCULD FFPROYE THE MaN:GIMENT ay)
FINANCIAL STATUT CF EOTM THI ELECTFIS PCWER LEMERAF:ICN
AL DISTAEBUTION SYSTENC,  IF Q FEALIZTIC 3CHECULE FOR
PIPLEFENTATION JF THESZ REFGRNS 12 433880 urel, Tag
HISSEOH 1Ll SOMSICEY FiNANZIUG EQUISHELT 70 LAPDA
EACED SN PRICRE.S CN RIGRGANIZING THS PCWER SECTCA.

- WITHOUT IMPROVED MaNuGERILL CAFABILITY, THE
OIL AND GAS DEVILCFHEMI CCRPORATION 0GIC) Will REHAIN
LESS THAN FULLY EFFECTIVE, THE CGSC NEED3 TO £€ “40E
PUDEFEUDIMT OF ZIVIL SIRVICE ZALSRY L:MITS aND NEFDS &
FIEE HAND IN MAAING CAPITZL INVESTHENG TEC!3IOMNS.
HINCE, THE MISSION Will NEGOTIATE 4 T KETAOLE WITH THE
GOP FCR THE COMPLETICM OF & COUSLLTAHCY REPORT OY YauY$
TS IFPROYVE DGDC' S BUUGETARY ILGEFSNDSICE AHD MEMAGER )L
CAFABILITY EZFOSE RELEACING FIIOS T2 FIPANCE MCRE
EQUIPAENT (SEISMIC, GECPHYSICAL, CONIUMFBLES) FOR 0GDC.

- CCAL DEVELOPHMENT: CONSENSUS Oh A POLICY
ASEMDA FIR COAL 1T ESPILTED T EMESGI SFGM THE FIATY
AID=-F INANCED PAALISTAN COAL CONFEFENCE SCHEOULEL FOR
LATE FEERUARY 1156, 13SUES OF PEOSALLE (HTEREST
IHCLUDE AM INCREASED PRIVATE SECTOS ROLE A PRCOUCTION,
TRANCPORTATION, REGULATORY REFORES, anll PRICINC. I
AJDITION, FUMDIG BCP CUOAL-RELATES EUIFMENT PLRCHASES
BAY EE MADE CONTINCENT ON GSP PEFFCRHANCE [N PFOVIDING
THE GEOLOGICAL IURVEY GF PAKISTAK WITH LDEQUATE
RESQURCES TO CA3RY OUT THEIR FIELD ACTIVITIES,
IMCLURING THOSE RELATING TO A COLMTRr-WIOE C0AL
AISESIMENT EFFORT PARTIALLY FUNDED B¢ A.1.D. SPECIFIC
ECHCHNARKS THAT EMERGE FRCM THE CCHFEREMCE WILL BE
NEGOTIATED FOR 1LCLUSION IN THE ECE PROGRAM

CMERGY EFFICIENCY: AN ENERGY CCHSERVATION
CELL (ENERCON) 111 THE MINIZTRYT OF PLANMING S
ESTABLISHED MITH A 1.D. ACSISTANCE 1.0 DECENGTA 1983,
PUCSIGLE BENCHMARKT TO ENCOURAGE MORF RRPID
IMPLEHENTATION F 113 JBJECTIVES INCLYDE CRAFTIMG OF
LLGICLATION TO “POROTE tMCREATED EHERGY CCiiERVATION,
AL WELL A5 GRANTING ENTRCCK SUFFICIEMT AUTHORITY TO
CALALYIE #ND HEi P INPLINENT A HATIONal ENERGT
CONSERVS  'N PRUGRAH.  FURTHEGMORE, IIHER 10QRTaN{
EHFRGY L ICIENGY CRIECTINES 1M THE COMER SLCTCR IN

UNGLASSIFIED

HHCGMING
TELEGRAM

FiLaBA 30505 0 OF 049 W25l Jedl 001630
WHICH AID HAS EECH INVOLVED THCLUGE THE 0P* 5 PPOCRLSS
ON D15 PLANKED THEREAL POMIR PLall wid BiSTREINUTICN
REVARILITATION PROGR AN

Nite

- PRIVATE CECTOR PARTICIPATION: THE 0P
AMHOUKCED A FOLIY W0t FALL 193 Tu PROICIC PRIVETE
SECTOR MYECTREENT 1L €O vl ull FiRSD *OMER
GEWJLRATION PUANT S, Tali rCLICY MEEDS 1C BS CATENGED TC
LCH QUeLETY BTV Gnl, HYORC, AND OTHER CCLKSES., OTHER
PO.ICY HEASURES THAT KEZD 10 BC ELTABL!SHED INCLUDE THE
FOLLOWING: SERIQJS CCUS.DERATION CF PROPOSAL S FCR
EFFICIENT  NCH-NJUCFCLITIC PRIVATE SECTUR PMER
GEAERZYIOA; CLAR:TICRTIN (T THE TERM: FC7 SILLING
PRIVATELY GENERATED FLECTRICITY TO THE LmT1OMNAL GRL);
AGREEFENT ON GROJUD RULES FOR THE ECT4BLISHHINT OF
PRIVATE SZCTCR ELECTRICITY DISTRIEYTION E0ARIS; AKD
ACHIEVENET CF £ TIFE-TILLE 707 SLIBIYNATING ZCICTIHS
PCLICY RESTREINTS Ch CO-uELERATIC, IR LOMMERZIAL
FASTORIES.  CTHE! PUSIISLE PRIVATE IE57T6F PARTICIPATION
MERSURES INCLUDE CPEN:ti UF TH: 01L.CDA. Gi3 FIELC 10
HESGTIATED PRICE #il PRIVATE RIUF-Sna1SD DEVILOPHENT
AND PRIVATE ZESTIR COMMEPCIALIZATICH JF CO0L
BROCUETTRIG £ND REIEVAELE ENERSY TEIHUICLZGIED. 2§ WELL
RS PRCGRESS E1 GiDC €' 9CHOTING FRIVAIE SECTOR JONUIT
VEITHRE PITROLEU. WGREENIATS UiWDEF THTD WCRLD BAMNK'S
REZINT PETROLEUH JuihT JENTUSE LON

- E. BALANCE OF PaYHENTS

{1 CHROGICALLY WEih BILELCE 2F S&YN-NTS 1S OME GF THE
HAJOR REAIONS 0% TRE E2ONCHIC SUPPORT FROGKSM IN
PALISTRN,  OCLS '00 &:L.iCh SOUGHT ¥ THIS HHEHUHENT,
CCJPLED WITH ANOTHER 3003 108 “ILLICH N TEZ COMPENION
ACT PROGRAH, DIRZCTLY AUDRESIES AND WILL SIGH!FICANILY
HELP ALLEVIATE T41S PROGLEM,
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