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PREFACE
 

This report presents the findings and conclusions of the fifth
 
of 5 case studies of the PL 480 food aid process. The studies
 
stress identification, negotiation, implementation and
 
reporting on the self-help provisions and programming and
 
monitoring of local currency use. The first two studies, one
 
of the 	Tunisia Title I program, the other of the Mali Title II,
 
Section 206 program were carried out as pilot efforts, to test
 
whether the study approach would generate information that
 
would oe useful in guiding PL 480 program operation and to
 
design methodology for a second phase, should a decision to
 
proceed be made. Following these, methodology was reviewed and
 
three additional countries selected and visited, Haiti, Zambia
 

1
and Pakistan. The objectives t!nat oriented data collection
 
and analyses for the studies were:
 

0 	 To assist AID and host countries to undersstand better 
how PL 460 resources are being programmed, including the 
identification, negotiation and moni:orinq of seif-help 
provisions and the mechanisms developed -o progran and 
manage iocal currency sales proceeds. 

o 	 To provide other USAID fissions and host countries witn 
information useful for replication of successful 
experiences in the use of Titles I and II aS a 
development tool, for improvements cn past performance, 
and for the identification of likely pitfalls in t-he
 
process.
 

Country Selection
 

The Agency used the following criteria to select countries for
 
the case studies:
 

o 	 Country programs would include representation from each
 
of AID's 3 major geographic regions;
 

o 	 Programs had been or would be in cper-:'ion long enough

4o" subs'antial data to be availaole for anailysis;
 

o 	 There was consensus in the Agency tnat the programs nad 
been successfLl; 

I This report covers only the Title i program in Pakistan,
 
which in total has accounted for tihe bulk of the food
 
assistance to Pakistan.
 

i 



o 	 Programs selected would represent different approaches
 
to using PL 480 resources for development; and
 

o 	 Programs would be sufficiently representative that

generalizations 
from the studies would be useful 
for
 
other country settings.
 

Two other considerations 

well 	

were that the programs were reasonably

documented, and professional people far;,Lliar 
 with the
 

progress were 
available for consultation.
 

Pakistan was chosen to represent the Asia Near 
East region

because it has a very long 
(34 year) period of continuous US

food aid operation; it was generally 
 considered to have
dpecific self-help commitments and benchmarks; and it has 
been
 
a major element of the US 
 commitment to a substantially

expanded program of US assistance to Pakistan, which began in
 
1981/82.
 

Study Approach
 

Based on the first tdo pilot case studies .3 maior set of
questions, organized 
in terms of key issues :c oe addressed,was developed to guide information collection and analysis (see
Annex A). While the set of questions was to be Ise:d a agul~de
for all of tihe case studies, it .as expected that the nature or
each individual country progra, and the types of data
available about it would condition the relative weight aive, to

each issue, and thus, 
each set of questioils.
 

For each of the 5 countries, two to three person teams were

assemibled by 
RONCO Consulting Corporation. These teams startei
by interviewing personnel in 	 witnWlashington responsibility

the country programs. Thereafter, 

fo"
 
they visited each count'y


for 2-3 weeks, assembled US PL 480 and other 
 program docuiients,
cables, agreements and minutes, annual and interim reoorts,
etc. from USAID, country planning documents, progress repor!ts..
annual agreements and official minutes 
 and a7ailable
program-related studies, 
 government statistical and other
relevant reports. After review of these, ceetings werE
scheduled 
 with host ,overnment officials, other dono:
represencazvc.s and USAID and US Embassy officia s involved iuiPL 450 and other US assistance prograns. 

The pilot and second piase st:utaes were ,iesi3ned to emphasize
1n= process IOL iJiet iJ a- on and 	 otfica 	 rieot iazi on sel-help

Ie-asri.s an- appropriate cenchmarks for evaluation or success
in ireeting the sel.f-heip jrov:sions An effort ,'as made torecount- tue events, as +{e1i as drw conclusions. Much ot tile 
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information included was gleaned from individuals 
who were
 
interviewed about the process some years after it had taken
 
place. Hence, recall sometimes was a problem for early years,
 
but the substantially corroborating minutes were located in
 
most countries.
 

Team Composition
 

The Pakistan report has been prepared by Dr. Richard Newberg,

Agricultural Economist, and 
Dr. Allen Jones, Social Scientist.
 
Dr. Newberg was chief of the USAID/Pakistan agriculture office
 
for 5 years during the 1970's, and returned in 1980 as the
 
agriculture member of the AID review 
team. 2 Dr. Jones spent
 
his early years in Pakistan. In recent years he has been on
 
several consultant teams working on developmert project design
 
and project evaluations.
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GLOSSARY 

Seer 2.06 lb. 
Maund (MD) 
Desi Ghee 

40 seer 
Butter 

(82.4 lb.) 
oil containing a small amount of 

Basmati Rice 
residual non-fat milk solids 
A slightly aromatic rice which commands a 
very high premium 

Vegetaole Gee A hydrogenated vegecable oil used as a 
substitute for desi ghee 
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COUNTRY BACKGROUND
 

Pakistan has long been included among the lowest income
 
grouping of the developing countries, but in recent years it
 
has made impressive progress in increasing average per capita
 
GNP despite a population which is growing at about 3% per
 
year. In early 1985 the population was estimated to have
 
passed the 95 million mark. During the 1977-1983 Fifth Year
 
Plan period, Pakistan enjoyed a 6.7% growth rate in real GNP 
and by 1983, per capita income had reacned US $390. During
this period migrant worker remittances and export earnings grew

quite rapidly and the current accounts deficit decirved. Tnis 
sterling performance was particularly impressive in view of the
 
1979 oil price snock which resulted in a decline in the terms 
of trade, and the Afghan crisis which resulted in increased
 
defense expenditures and the accumulation of almost 3 mLllion 
long-term Afghan refugees in Pakistan. Political stability 
under the current military government has been cited as a major
factor in this nigh growth phenomenon, but the evidence 
indicates tnat initiation of the accelerated growth pattern
antedates the military take-over of the government in 1977. 
One of the internal factors was a shift fro a reyati ;e
invest,en- rate of 5.5% ot GHP in 1969/70 to 1974/75 ,o ,a
positive investment rate of 4.1% from 1975/76 to 1980/3±, and 
10% for 1981/82 an 1932/83. 

PaKistan has a very strong agriciltural resource oase with a 
land area of 80 million Nlectares and a cropped area of 
approximately 20 million hectares, inciuding citrus and other 
permanent crops and p.anted forage land. Almost one-thiicJ of 
this area in crops is rainfed and the remainder irrigated. The. 
irrigateu area accounts for about 90% of tie vaIl4 of crops 
gjrown. 

The agriculture sector currently accounts directly for 24% of 
GDP and is the principal source of export earnings.
directly provides employment for 51% of tne active labor 

Ir 

force. In 1984/85, exports of raw and orocessed goocs of 
agriculturu, forestry and fishery origins accoanted for 79% (Rs
30,500 million) of total merchandise exports (Rs 38,400
million). This Large contribution was made despite a poO" croo 
year wii -cn r.educed exports and inreased- iaports. Rice, cotton 
and cotton products alone -iccounited fo 47 % of Pk ist- n' s 
merchan'i.;e exports fron t-o 34 ceen1979/80 -,) Paki;stan as 
a major net: exoorter of cereals in recent years. Lc-rts of. 
raw an(3 tproca.Sseu m.-cbandise from agr cuitur-e, forestr- inu
fishe. ei.s of 16,800 w#-,re.. Lt imports tRs-' Rs million i9% toto l~ta_h t 
39,800 11;,L.i.)n. Th princi.)a, a C L l.ri J. L uIJJfrts curLe lv 
are vegeta le oi. i, './ni.Ih COSt . 500-600 111 Li per ,e-.), 4nd 
tea, auout $.00 miiion per year, 'aLue added per worke_ in 
agricuiture in 1983/84 ($472) waas less than one tird of value 
added per worker in industry ($1,557) and services ($1,558).
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The agricultural growth rate was slightly above 1% during the
 
1969-74 period, but began to accelerate substantially
 
thereafter due largely to what was then referred to as a
 
fertilizer-fueled agricultural growth strategy. The
 
agriculture sector growth rate peaked in 1979/80 at 6.7% and
 
averaged approximately 4.5% in the 5 years through 1982/83.
 
Before partition in 1947, the area which is now Pakistan was a
 
major surplus producer of cotton and wheat. It subsequently
 
became a major importer of wheat, its principal food staple.
 
Recent increases in agricultural output have permitted Pakistan
 
to become self-sufficient in wheat (in some years, at least),
 
and to provide both the raw materials for Pakistan's largest
 
industry (textiles).
 

Due largely to unfavorable weather, but also to the growth in
 
input use, agriculture in 1983/84 declined by 6.2%, thereby
 
contributing to a decline in the GNP growth rate and an
 
increase in thie current account's trade deficit. Overall,
 
economic growth and agricultural growth have both recovered
 
somewhat in 1985. Pakistan's major current macro-economic
 
problems are:
 

* its large merchandise trade deficit (Rs 51,385 [illiiofl) 
with exports (Rs 36,415 million) covering only 43% of 
merchandise imports (Rs 89,800 million) in 1984/85, 

* its growing deot service load ($570 million in 1983/84),
 

a the growing excernal debt ($10 billion in 1984); and
 

* its large budgetary deficit.
 

Though improved over recent years, current expenditure alone
 
exceeds current revenue by about 2% of GDP (capital
 
expenditures of Che government add about 8% of GDP to the
 
overall deficit). Donor assistance finances most of the
 
"Government" investment. About 75% of the current trade
 
deficit is financed by worker remitt-ances and donor assistance,
 
but prospects for continuation of these two items at growing
 
real levels are slim. The U.S. commitment of $3.2 billion in
 
economic and military assistance over six years ,.,ill come to an
 
end in 1987. The U.S. ,is negotiated anotnerL si/-year program

of economic and miitacv assistance ro Pakistan that will cegtn
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in FY 1988. The total package is $4.02 billion and the
 
economic portion $2.28 billion. The PL 480 portion 
will be
 
$480 million total or $80 million per year.
 

Recently, Pakistan moved in the direction of transfer of power
from military to civilian hands. On December 30, 1985, Martial 
Law was formally lifted, but substantial controls over the 
political process 
still exist. On January 29, a new Cabinet,
 
formed by the civilian prime minister, was announced.
 

The previous Government had decided to undertake a program of 
deregulation, divestment of .3ome government-owned businesses 
and stimulation of private investments by both domestic and 
foreign investors; and had already taken some cautious 
steps.
It had, fo r example, committed itself publicly to begin to 
dismantle subsidies, including those on foods and agricultural
inputs, and had made notable progress in this direction. This 
nas been a factor in the decline in the current budget deficit 
and the reduction in public investment (the budget category
which included subsidies or fertilizer, pesticides and otherprodulction inputs) . The value of subsidies received by
agricul1Fre on input.s (uesr,st:icides, fer.Tilzer, (eeus 'n 
irrigation ;i er) Ias substantially eclinea in recent ye rs, 
w t increases in water charQes and i r :iIizer rices,
eLLmination of pesricide suostdies, and rur ovec of u'stici e 
distrioution to the private sector. In most ye-Irs, : isihsre 
substantiai transfer of resoi.rces from agriculture Ist 
of government monopolies on cotton anu rice exports ana ot:ier 
price managnement which, in adaition to providing a substantial 
net to t ne Gove rrr.ent on ex por ts, a si depres ses tnIe iocal 
prices paid Cor cotton O, texzLile m±ls .nd for BasmatL -l e 
;y consumers (see Annex H). This year, nowever, texti e i11is 
-re paying a price for cotton ngner tnan the .xport price
because of The decline in world market prices. 
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CHAPTER I. EXECUTIVE SUMMARY
 

A. General
 

This report is the 
fifth in a series of five case studies aimed
 
at identifying how PL480 programs can 
be better designed and
 
managed 
 to increase their developmental effectiveness.
 
Pakistan's Title 
I program was chosen because it has had a very

long period of continuous 
operation, called for sufficiently

specific self-help commitments to permit an appraisal of
 
effectiveness, 
and has been a major element of a US commitment,

beginning in 1981/82, to a substantially expanded program of 
US
 
assistance to Pakistan.
 

B. Country Background
 

Pakistan is a country of 95 million 
people with a per capita

income of $390. In recent years, progress in increasing
 
average per 
capita GNP has been impressive despite a population

growing at 3 % per annum. The agricultural sector accounts for
 
24% of GDP and is the principal source of export earnings. It
 
directly employs 51% of the active labor force. Growth 
in the
 
agriculture sector 
peaked at 6.7% in 1979-80 and averaged 4.5%
 
for the 5 years after that. Pakistan has been a major net
 
exporter of in yfars.
cereals recent 
 The principal

agricultural import is vegetable oil, which costs $500-600
 
million per year.
 

Pakistan's major macro-economic problems are:
 

0 a large merchandise trade deficit with exports covering 
only 43% of imports;
 

* a growing debt service load;
 
a a growing external debt which equalled $ 10 billion 
in
 

1984; and
 

0 a large budgetary deficit.
 

Aoout 75% of the current trade deficit is financed by worker
 
remittances and donor assistance, both of which are unlikely 
to
 
grow in real 
 terms. The US commitment of $ 3.2 oillion in
economic and military assistance over 6 years will come to an 
end in 1987. A new 6 year program of economic and military
assistance worth $4.02 billion (of which $2.28 billion is
 
economic aid) has recently been negotiated to begin in FY'83.
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Recently Pakistan has moved the
in direction of a transfer from
 
military to civilian government. Cabinet with
k new a civilian
 
Prime Minister was announced in January 1985. This government

recently announced major policy changes, whicri USAID nad 
long

been encouraging, in tie edible oil 
sector.
 

C. Program Development
 

US food aid has been pcovided every year since 1952 and has
 
totalled approximately $ 2.6 billion over 34 years, most of 
which has been offered under Title I. The principal

commodities provided 
 nave been wheat and vegetaole oil.

PL 480-generated LC resources have been a 
major factor in
promoting agricultural 
growth and .industrial development, but

PL 480 financing also contributed to a rapid growth ins

vegetable oil (ghee) consumption, and inoort dependence. SH.1Is

concentrated in early years on wheat. 
 Vegetable oil-related
 
policy issues 
have been the main focus in recent years. There 
has been some shifting in the focus of self-help measures over
the years between wheat and vegetaole oil as one oc tile ouhe 
appeared to present a more criticil problem. A :jdclLne in tne
wheat outout growt cate Ln the early i970s, owing in part to
complacency (self-sUff ici,-ncy daS con in sighu), and a false 
rust scare in i97S again turned attention uo wheat. Ir, 198i,
after vegetable oil had again to(tDrneut:e forefront, a team
asseraoleu oy USAID helped design an oilseec a). Veg, :ao-e oil 
program to adriress the problem of rapidly-growing vy=etaole oil
imports. Howevec, oppo ii:Lion to US assistance for oilseed 
p1oduct ion was organized by an Viimer1can Soybean Associaion
loobylst, wLtn tne enu resu.lt that Sn',s an,:i US support for trie
v.2get abI oLl sector focused on oile d an(- oil pricing,
7naketIng ail processing .Loe,.sl sLzation, ara tn,. i. l,.stock
Industry (as tie principai consumer ot n. seed cake and

meal) The current uooerstanding is that wni L7 AID supportcan 
and prodiote policy reform, 
direct effort to increase oilseec 
product ton wi LI be left to tne GOP 

D. Seif-Help Measures 

SHMs nave oeen identified witnin tne context of overall
development as.3- ss tance and the continuing informal, low-key
dialog,e eLtween USAlD/PaI, isuan aId GOP officials or su;jects 
retLated to PaK~sCanII devel,.coment needs Vrious studies over 

)a years have he.Lped guide SHL-1 dev2opmen . The USAI!Dl SO
consulted ith other ,]onors, notanly IBRD, on policy reform
ineasif es neede. In addition, USAID/Pk istan reliej on utside 
assistan>e to :leeiorD a stLitecjv §c~ PL40 and vecetab I )i

L98L and to cond Uct tdO .a Jo t 4 L I ) 82-4 to ttie
A-Lt orient 

p!'~ rde Pe n easures to . u.;-endennI,, ce on )- , ,1:)t: e abtaIe oil. 3oth ina jor studies re we iI done, with' tne 
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second being more sharply focused on marketing and stock
 
management and a higher quality product. 
 A seminar which
 
became an important part of the policy dialogue, drawing

significant GOP participation, was based on results of these
 
studies. The 	 HG involved SHM
primary entity in identification
 
and analysis is the Economic Affairs Division (EAD) of the
 
Ministry of Finance. EAD shares draft SHMs with other
 
concerned GOP agencies.
 

After 34 years, the negotiation proc'ess is both understood and
 
established. 
 Each side knows the limits of tile other.
 
Informal discussions of draft SHMs set the stage for later
 
forma' negotiations. The process usually begins at the
 
beginning 
of the fiscal year. While an attempt is made to
 
achieve an agreement oy the end of the calendar year, signing

almost always takes place in the spring. Real differences do
 
emerge during negotiations. The USG has apparently won 
points

of difference in the past 
but i3 careful not to table measures
 
tnat the GOP will not be able 'u accept. Pakistani neaotiators
 
have held a strong card in recent years, owing to a US
 
multi-year commitment 
 to a large and specific assistance
 
level.
 

Washington recentLy has played a critical role in PL 4t-0
 
decision making and has a~fected the integration of PL 480 with
 
other development assistance by ruling out direct support 
to
 
oilseed production. While the GOP may 
regret 	this US. decision,

they do understand the fact of domestic political pressures.

There is, however, still some sensitivity to advantages

accorded to incia that are not given to Pakistan.; one being, in 
tis case, tne more generous support of the vegetable o:I 
sectuf under PL 480 Title f in India. 

In April the civilian Caoinet of Prime Minister Junejo
announced several important oolicy measures, most of which the 
USAID has long encouraged, to reduce controls on the vegetable 
oil and vegetable ghee industry. These measures include:
 

* 	 vhe removal of price controls on vegetable ghee and 
edible oil; 

a 	 the elimination of private sector import restrictions 
for botn paim and vegetacle oils; 

*levying of a variaole import duty LinitialLy Rs 3,000
but subsequently iowereud to Rs 2,350 MT owino anper 	 :.o 
increase in woric prices) in lieu of the excise tax and 
import surcha rge r.r'evious ly ievied ., vegetable -il 
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imports. Unlike the previous system, the variable duty
is designed to equalize import costs with the 
domestic
 
support price;
 

0 	 existing private 
 ghee production factories will 
 be

permitted to produce 
at full plant capacity whereas

before April, production quotas often 
limited them to
 
operating at 1/3-1/2 capacity.
 

The government continues to its
retain prerogatives

licensing new ghee producers and 	

of
 
permitting existing pri.vate


producers to expand operations.
 

Over the approximately two decades 
 that SHMs have been
required, the GOP 
has taken its commitments seriously and has
tried hard to implement them, but there have been some
 
recurring oroblems:
 

* 
 the GOP has periodically 
imposed restrictions, which US

officials generally felt either too
were 
 severe or
 unnecessary, on private 
 wheat 	 trade on
and private

interdistrict grain movement 
in times of shortage-s;
 

4 the GOP has occasionally 
delayed overlong in adjusting
wheat and wneat flour prices; and 

* the GOP has at times appeared to pay less attention to
the implementation of tne vegetable oil strategy it nad
developed than US officials 
felt was desirable, given

the magnitude of the probleln.
 

Methods of mon:toring include the reporting system (use of
proceeds reports and 
self-help reports), more
and informal

methods, such as discussions 
 between relevant officials.

Benchmacks 
and reporting requirements have both 
become more
complex over time. The 
latter have to some extent distracted
from the SHMs and are also out of "sync" 	 with the general flow 
of GOP business.
 

The examination of processes
these yielded several lessons

learned. The following are especially noteworthy:
 

* 	 USAID technical offices should participre in the policy
 
dialogue.
 

The PL 480 policy 
dialogue, wnicn has focused on agriculture,
was racilitated drawing
by 	 on expertise from the Agriculture

Office 
ana by use of other fora and activities in agriculture

to 
support and sustain the dialogue.
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0 	 PL 480 should be integrated with other US assistance to 
the extent feasible. 

This has been hampered in the Pakistani context recently owing
 
to the 	decision that USAID would not support oilseed production
 
directly. However, prices and price incentives, which have
 
been a major suoject of PL 480 discussion, have been key
 
factors in promoting agricultural growth. In general, SHI-Is
 
related to vegetable oil are tied only to PL 480, while those
 
in other areas, such as fertilizer, are also tied to issues
 
relevant to CIP or other assistance. Considerable PL 480 LC
 
have been used for research and water development, as have
 
other aid funds. The FY'86 progra.m includes new SHMs calling

for studies on agribusiness and small farmer credit. These
 
studies will support possible new USAID programs.
 

* 	 A low profile in policy dialogue can work.
 

Pakistani and US officials have maintained good working
 
relationships, and evidence inaicates that many 
 policy

improvemenLs do correlate with suggestions put forth oy USAID
 
personnel. US assistance to agriculture has beenL substantial
 
and on the wnole well managed, and both the as-sLstance and the
 
counsel of US agricutc.re personnel have been nignrly valued zy
 
Pakistani officials.
 

* 	 Continuity in SHMs is important.
 

There has been considerable continuity in the Pakiscani 
context, witil sustained attention devoted to wheat and 
vegetable oil. This continuity has helped rei.nforce US 
seriousness in GOP eyes. However, there have been a few sharp 
shirts in attention from one commodity to the other which had 
the effect of slowing progress with respect to oil. Wheat 
productioti, the principal crop and the longest-lasting theme,
 
also suffered some ups and downs, but benefited from greater

continuiuy of assistance support and, of
US and course, from
 
being tne number one GOP food concerr. Some of the changes in
 
SHMs nave reflected changes in the actual urgency or the
 
perception of urgency of different problems, while 
 others
 
reflecteu changes in personnel on the side or shifts theUS 	 in 
political winds in Wasnington.
 

0 	 Simplicity and a sharp focus on self-he)._ conditions is 
very imoortant.
 

When the number of tiemes refiected in SHMs or the number of 
SHs themselves increases, attention paid to each declines 
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sharply. The inclusion of a great many and/or very complex

benchmarks 
for even two or three SHMs has a similar effect.
 
For example, in 1979, 
when there was a shift from vegetable oil 
as the only SHM to the addition of five new measures, this was 
interpreted by many GOP officials as a downgrading of the oil
 
isisue. Further unease was caused by the fact that the previous

year'S 	multiple oil-related SHMs had basically been combined in
 
a single new SHM, also seeming to downgrade oil as a concern.
 

Opportunities to develop clear multiyear programs 
should
 
be used.
 

Pakistan is one of the very few countries where there is a
 
specific PL 480 multi-year aid commitment. However,
 
USAID/Pakistan did not develop a multi-year with
strategy a
 
scheduled implementation 
plan to accompany the commitment and
 
perhaps iost an opportunity to strengthen its program. 1n
 
part, the AID decision was the result of limitations on the
 
Mission's ability to be responsive in the oilseeds sector. In
 
late 1984, 
however, the AID Mission did develop a multi-year

framework, which serves similar purposes, 
to guide negotiations
 
and agreements.
 

* 	 Reporting requirements should be "straightforward and
 
appropriate guidance should be provided.
 

Donors in Pakistan as elsewhere have different reporting
formats and schedules. Together, these may necome so
 
time-consuming for the host government that officials spend
time that should more proper.y oe devoted .:o. policy, on 
reporting and monitoring progress instead. Both USAID and GOP 
officials zeport that complex reporting requirements have 
created a misdirected emphasis that has frustrated HG personnel
and detracted at times from the implementation of SHMs.
 

E. Local Currency Programming.
 

In the 	1980 PL 480 Agreement, the GOP and the USAID established
 
procedures for managing LC that keep the USAID from seemina to 
play too great a role in the GOP budgeting process. Local 
currency is now credited to a separate suosidiary account in 
the Consolidated Federal Fund (oudget), w.ich is deoited as 
funds are aisbursed. The agreements call for LC use 
consultations to take place within two weeks of signature. An 
attempt is made to synchronize LC allocations with the GOP 
budget cycle. The AID Mission, in discussLon of local currency
use, :ias opened a dialogue on budget allocations for areas sucn 
'IS primary education, family planning, agricultural
universities and 
research, and irrigation systems maintenance.
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The evidence suggests that the availability of PL 480 LC has
 
resulted in increases in commitments of resources to the
 
popu.Lation program and increased 
allocations to agricultural

universities and to research at the provincial and central
 
levels.
 

Since the view prevails that LC is a Pakistani resource, the
 
GOP is 	responsible for ex post audit and evaluation. The USAID
 
does not become involved in this process except in connection
 
with US-assisted projects tnat also receive 
LC, However, the
 
USAID does use the 'portunity presented by the LC use
 
consultations to open a dialogue on sector priorities, and it
 
does review and evaluate the oudget aspect.
 

Some of the important lessons learned are as follows:
 

0 	 Large amounts of PL 480 LC can cause programming 
problems particularly for the HG. 

As in Zambia, the large amount of LC in Pakistan from PL480 and
 
other aid can generate friction and resentment over US
 
involvement in programming. That involvement represents

foreign control of a significant portion of the flexible budget

and also creates uncertainties since US decisions could upset

otherwise sound budgeting practices. The decision in Pakistan
 
to treat 
CIP imports for the public sector as direct oudgetary
 
transfers for which the GOP is not required to deposit a local
 
currency equivalent helps reduce the burden. The recently

developed approach of attribution with some effort to increase
 
allocation to a few carefully selected areas in priority

sectors seems very appropriate in these circumstances. 

o 	 Local currency programming can be made more effective by
conforming substantially to the HG budget cycie, ficting
procedures to thiose used oy the HG and, in general,
Permitting the LC to oe managed as simply as possible
given the HG systems of accounting and audit.
 

Over the years, the USAID in Pakistan has worKed witn tne GOP
 
to design and implement approaches wiich do conform 
suostantia.ly to GOP practices. This has facilitated program 
implementatio,., especially since such large amounts of local 
currency sales proceeds are involved.
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CHAPTER II. PL 480 TITLE I PROGRAM DEVELOPMENT
 

A. U.S. Food Aid Through 1980
 

Pakistan has received a total of $2.6 oillion in food aid with
 
some provided every year since 1952. The first agreement
 
included neither conditions of use of the local currency

generated by sales nor any self-help measures. The second food
 
aid agreement under PL 70, was signed with Pakistan on June 25,
 
1953 for 1 million MR of wheat, with the first 700,000 MT to be
 
provided immediately as a grant for famine relief. Wheat
 
production had fallen 40% due to a drought and high cotton
prices (because of the Korean war). Proceeds were to go into a
 
special account ini the name of the Government of Pakistan, with
 
5% for USG uses. The first priority for use of the remainder
 
of the funds was to be increased food production. Pakistan
 
made two commitments: 1) to distribute these food supplies, and
 
others it or the provinces might acquire, free to those unaD±e
 
to pay for reasons beyond their control; and 2) to pursue all
 
appropriate measures 
 to reauce relief needs and increase 
production, supply and distribution oE foodstufts to lessen the 
danger of future emergencies. 

PL 480 started in i954, witn the first sale unuer Title i 
occuring in 1955. This latter year marKed the first vegetaole

oil orocurement under PL 480. Over the next Ii years, leading
 
up to the time when self-help measures were incorporated and PL 
480 wa5 being shifted from rupee financing to convertible 
rupees, Rs 700 million (acout $i50 iniilion) addirional 
financing was providjed for edioie oii -.tports.'1
 

Availability of large PL 480 supplies of wheat have been 
creditea oy Falcon and Gotsch with several major policy reformis 
in 1959-60, mainly applying to wheat in West Pakistan. These 
included: initiation of a process of relaxation of ornce 
controls, trade restrictions ana export duties in 1959; and, nd 
1960, freeing farmers to sell in the open market, freeing 
private trade, establisnment of the previous Government rice 
of Rs 13.5 as a floor price and estaolishment of a systemll or 
open market sales from buffer sZocKs at Rs 16 (wnich was ibout 
20% aoove the procurement price) zo control excessive price 
rises. With arrangiments having been mace for import of rice 
from Burma, rice rationing ana rice procurement controls also 

4 State Bank of PaKistan Report on PL 480 LC, 1956-1967 

-8



were lifted in East Pakistan in 1960. PL 480 also is credited
 
with being a major resource mobilizer during the rapid

industrialization period of the 1960's. Approximately 85% of
 
the $1.2 billion of PL 480 financing from 1956 to 1967 went for
 
iadustrial and other development purposes.
 

The 'ecord shows that through the years be fore specific

agriculture self-help measures were required in 480
PL 

agreements, USAID, through 
its other programs, was a consistent
 
advocate of more market freedom, greater producer price

Lincentives and other measures to improve production. it also
 
supportea a variety of major agricultural development programs,
including ground and surface water irrigation, researchi, and 
agricu'IturaL education. Policy dialogue, as it is now called,

took place in the context of these other prograas and PL 480,

though the record on the latter is less clear. At tines.
 
availability of PL 480 supplies got in the way of desire 
policy actions to stimulate agriculture and reduce import
dependence. As wheat self-sufficiency appeared to be at hand, 
a slackening of effort, most commonly Ln the form of failure to 
adjust prices upwar d, res1l ted in a sloiing of gr ),jti in 
producr-on ; ana deficits ret urn . La rge 4neat imports have 
been blamed for mnonopoliz Ing t rae a 3 .,'reat mil i'3 ind 
contributing to iepres sed pr ices in srlu rs -m ,aAar: igh 
o Zcedi ferei Ia is et.Jeen de fit ,d su r l us aeas . AL.S
widenirig of margius fregoently has been interpreted -vs pCivate
sector gouging and siezed on as an e-cu -. for co:mrols ar 
greater puolic involvement in ;narketiing.. 

'heat haS been t.e ma jor and most fre,.Iuent theme o o ic ydia ogue relared to food aid going D-Ick to i953. Vegetaole oil 
h a s Leeri s C Jor theme. A n1i [, r agree ,,el-: of:hl 1cond 
Octoer, 1961, of $622 .! earmarKed $i28 M for vegetable oil 
imports and $16 :i for tallow. That the U',IR in t-aat agreement 
was only 5,000 .',T suggests that the rapid growtn in Pakistan of 
vegetaoLe oil Lmports in the ±960's was largely financed, if 
not motivated, by P 480. The GOP and US were seeking
comnodL ti -,s to i Mport in 196i o use thile $622 M (9 different 
commodities rare mentioned in the ag reement). The GOP w-inted 
to gericate ru pees for its development use, an tie new US 
administration was involved in an intensive effort: to reduce 
surpiuses wni,2 incLue' a costly out rathier a isuccessu , cr,-op
ianc set -s.]e program. During the L960's, PL 430 financed
oetweei 50% ant] about 90% of the oil imocr-s. 7il1.:1 ",J,3 

?ikistan das importing vegeto:ie oi L ,inder PL 45!J, ,.
S L ) 3Ibt La'Irti2 .of r -1 e - nr.Ista oiOil :) 'p:"ifl It3al 
?-1,'!istan i i! prefIc ced cormandeda lere .;as and e ih ri',),.,e. 
rm is P L 4 0 Lreq1enri ,' ,:.ede] !t-- i;ni)of-ts of oil into W1'3tPakistan. 
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In January 1970 a PL 480 agreement for the first time included
 
a self-help provision to encourage oil seed production and the
 
establishment of solvent processing plants. This SHM was
 
maintained in 197L. In 1970, agreements provided for 100,000
MT of oil. The 1971 agrcement merely comnitted tne GOP to
maintain priority 
on the 1969, and 170 SHMs which, of course,
included those on oil. In 1971, commodities, to b-- directed 
mainly to EP relief, included wheat, rice, and oil. 

In 1972, funding for the new and smaller Pakistan inclided 
25,000 MT of 
oil with a UMR of 21,500 MT. The 1972 agreement

Inciuded a more specific SHM calling for the formulation of 
domestic production and processiny of edible 
 oils to meet

minimum per capita nutritiona! needs (underline included).

What h:his means in quantitative terms is unciear since
 
re(uirements for and intake, to the
fat oi. extent tney ar,

known, would nave been met by traditional diets which are high

in wnole wneat (see Appendix F).
 

DurLny 1972-74, withn prices of wheat allowed to deterior Ate,
od:iction 3,-agnated. In ttie 972 -7 agreements, r-o1:a -t L,

t e financiny aad SHNs appliedd ) ,-eat pri es *..I i,.ICove
.rrtjation, pest control, s-orage, credit, research an :_'if.+ 

t 1.cuLture, with ein ha. Ls on Lh }at. n 1973 -a o r d Lvje . 
oi c 4.s incr.ajed sevea i fold anid food aid w.. /or /
LiInLt-ed. Oil shortages occurAnd md tne GOP nationalized 'i.-chI
of the veget:aoL e oiL industry. In -975, witn .4hI.eat policy
1ov1ving in .e _right direct ion anld oil impo Cts grcwing, e vn 
tnough la rte L i E nanced o Pak is tan it ,.eL 7I;,ti. ,:-i.I ]
fur sLblIsh-rent of iniMu,"i prices Lor elect e Qor i.eeds 
irld/or oc:,I , cts to .?ncouc-i je pc cd ctin. i)]. _ir, AfD '.;.:,
urging the GOP to preare compeh ,is v o,. .gy fora 
increa;3ig vejeta.le o1l aid suggested such sra eIy'sY major
elements (Annex H). The strategy was developed anJ ,ias
actted in :-tie Decem6er ±976 g inent. T-io act ions 4e re
taken almost inmed iat measore2s wereI) e announced to
e:icourane the suostitution of vEL ,=able.oI. ii.th cooking oil,
';h icti costs less o process nd liarket; an d 2) pr ice 4Lpo Lt3 
were put into place fpr those nor-t.-- dit Lanat o)i.ee s beied
it iduced (sunf lower, soyeans) . Oil seeds r:,!a ined a _oc.1s
of SH,1s antt I i 1978, hen .i a r m wis ra 1.3ea i - t.,
v,In--aLoi Li.y of varieties- zs:)i wneat to r .- LIc tnE!,i S " 
proven to oe yreat±y erate , e.-)-Isis +a- SI L'ze-at and wheat r_;tion shop operatiuis in ootn; the n ecot tatt ns 

Januiry Cgand t1e .979 ree.ment. On 1 Y ,]rl-es 3{:{ei_I the the 4tn of six Sii!V ejetaolte 'ii I or)' .] e.*] : T atriers ,.eai t- '.qiith 
wheat or feL- . L, D.;u.Lt, C tis sn f i t I:L , tL;
government proceeded "iajor elements oilwit - ofj it seed:st L a tegy. 
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In the 1980 agreentent, self-help measures remained very

similar, but detailed oenchmarks were included and oilseeds
 
fell to sixth of six 
SHMs. The several oilseed oenchmarks
 
included studies on how to increase production, a pricing

policy study and a special organization to provide and :pport
 
increased production. In rc:ponse to an earlier SHM, this
 
responsibility had been assi.gned to a special new division of
 
the Pakistan Ediole Oils Corporation.
 

B. 1981-1986
 

The years 1980/81 represented a substantial watershed in U.S.
 
assistance to Pakistan. The U.S. had suspended most economic
 
aid except food aid from 1978 because of the nuclear issue. Id
 
1980, with increasing involvement of the USSR in Afghanistan

and large numbers of refugees accumulating on the border in
 
Pakistan, the U.S. was reassessing its position on economic and
 
military aid to Pakistan. In 1980, a team visited Pakistan,
 
reviewed past assistance and made recommendations on future
 
Priorities.
 

Six priorities were iisted 
for U.S. suLpport. These included,
 
as items I and 2, continuation of support for water development
 
(particuiariy for improved water management) and support for
 
tne thus far successful fertlizer strategy. The tiird
 
recommendaton was "improvement of production, storage, 
 and 
processing of oilseeds". The other priorities were support of 
family welfare and popu?-tion programs, expdnslon in 
agricultural credit for sm~il farmers and expansion 1r trie 
marketing ana storage systems. Continjed support c. the
 
research sy:stem was aJ.so. suggested as an appropriaze U.S. or
 
otner donor project.
 

The GOP had 
already decided in 1980 to prepare and introduce,
 
by December 1981, an oilseed action program for expansion of
 
oilseed production aimed at curtailing edible oil imports and
 
subsidies over the next few years and eliminating imports vy

1990. It also said it was committed to eliminate fertilizer
 
subsidies uy June 1985.
 

Negotiations were conducted on a substantial 
new assistance
 
package which liltimately resulted in a commitment of -1i.6
 
oillion of economic aid over six years (1982-87) plus a similar
 
level of military assistance. In January 1981, a team from 
AID/W and USDA was sen to Pakistan to review the vegetaole oil 
situation and recommend action programs and specific U.S.
 
support. They were joined by three USAID personnel. The nine
 
memeoer U.S. team worked closely with GOP officials in review
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of the agricultural situation, including 
intensive study of the

vegetable oil situation and suggested that both 
Pakistan and
 
the U.S. would benefit from a substantial effort to increase
 
oilseed production.
 

The team also recommended that
 

1. no additional studies be undertaken, though 
more effort
 
was needed on refinement of a strategy;
 

2. 
 the U.S. use PL 480 self-help measures to promote a-major

effort in vegetable oil production, with specific measure
 
of progress to be included;
 

3. the GOP establish incentive support prices for oils;
 

4. 
 the SHMs continue to include wheat, emphasizing price

incentives 
and limiting ration shop operations to 3.28
 
MMT as stated in the 1979 PL 480 agreement.
 

In April, USAID, drawing on the team review, caoled Washington
summarizing the situation and proposing early PL 480 signature:
 

o The GOP has implemented a solid wheat and fertilizer 
policy which produced bumper crops in 197-79 and i979-80 
and another bumper crop is expected in 1980-81. 
Therefore, wheat SHMs should be simple, should maintain
 
current policies, and 
 should address management of
 
domestic self-sufficiency.
 

o PL 480's major emphasis should be on edible oils, but

that another study (in answer to a suggestion emanating 
from Washington) was not needed.
 

The Mission argued that oilineal prices were not sufficient to
justify investment in solvent oil extraction plants; t~iat
 
Canadian (double 0) rape varieties were not then feasible on a
large scale; and that 
sunflower, safflower, peanut and soybeans

offered the major 
short-term prospects. The Mission argued for
simple, easily monitored self-help measures; and asked chat the 
suppor t price requirements be Limited to non-craditional

oiiseeds in order to keep subsidy and support costs Jown. The
U.S. was at this time trying to promote decreases in wneat and 
fertilizer subsidies. A proposal for :na or support for
 
extension services 
 was opposed on the basis of 
 tae

ineffectiveness of the extension service and s concent rat ion on cereals. Other items opposed by USAID were a -arge
allocation of LC to universities, because that was oeyond the 
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USAID's ability to monitor, and a SHM on storage expansion

since IBRD was supporting this. It appears that USAID gained

its points on most of the SHM's in 1981.
 

It is noteworthy that, at 
this point, there was a commitment on
 
both sides that a major part of the LC would be used for
 
support of oilseed production and/or modernizing oilseed
 
processing facilities. During 1981, Washington, mainly USDA,
 
took an increasingly strong position that study of the
a 

vegetable oilseed sector would be desirable. more important, a
 
position was taken that neither PL 480 nor 
 other U.S.
 
assistance should be used directly to support increased 
oilseed
 
production. In January 
1982, USAID agreed that economic and
 
technical information bearing on long-term comparative 
advantage would need to come from an AID-funded comprehensive 
edible oil study (Islamabad 01170). The paramount section in 
such a study was to be an assessment of comparative advantage
of additional edible oil production in Pakistan. At that time, 
a USDA (OICD) team was reported to be in Isiamabad laying out 
the detailed scope of work for the study, (which ultimately was 
carried cut by OICD/USDA, but paid for by AID). This 
communication suggested tnat if proven feasible, tne USAID was 
olanning to offer economic support to ncreased oilseed 
production. However, a memcon betdeen SAID and AID/W of 
2/i/82 ind?.cated no movement on the issue_ of U.S. support foi. 
oilseed production. It indicated that USDA was unable or 
unwilling to agree to "any support for oil in Pakistan" (B G/B 
memcon of 2/11/82). 

The 1982 PL 430 agreement included a substantially more complex
 
sec of SHMs, r)encilmarks and reporting requirements. Whi!I_
 
direct assi.3tance to oilseed production was being played down
 
and ultimately precluded, the benchmark to a self-help measure
 
on research calied for the GOP to allocate Rs 
2 million of the
 
PL 480 LC in FY 1981/82 and 1982/33 to the Research Council to
 
contract research on oilseed 
production and processing. The
 
proposed study was called for in SHM #6 with 
a full time
 
coordinator to be appointed by May 31, 1982. (The 1982
 
agreement, SHM and related benchmarks and reporting
 
requirements are enclosed as Annex C.2).
 
In 1983, the number of self-help measures was reduced from nine 

to four with benchimarks for each: 

i. Liberalization of price policies for 
edible oil products.
 

2. Study of the feasibility of an edible oili buffer stock.
 

3. Progressive privitization of the vegetable ghee industry.
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4. Stimulation of domestic livestock and pouitry industry.
 

It was made clear that LC could be used 
to increase Pakistan's
 
ability to import vegtable oil, modernize oilseeds processing,

develop the poultry 
 industry and other agricultural

development, but not 
for oilseed production.
 

In 1984, the fourth of these SHMs, which concerned the 
livestock industry, was dropped from the However,
list. the
 
U.S., particularly 
the USDA, continued to urge the" government

to implement the 1983 SHM by facilitating private soybean meal
 
imports in 1984 and 1985. LC uses continue to emphasize SHM 
support for the import, handling and processing of edible oil
 
and oilseed 
 processing facilities and development of the
 
poultry industry.
 

The self-help measures were supported by a carefully detailed
 
set of benchmarks. On the second SHM of ±983 and 1984, the
 
March 20, 1984 appendix on benchmarks specified that the buffer
stock study (later the Stock Management Study) would commence 
on April 1, 1984, with a draft 
due on September 1, 1984 and
 
first review of the draft completed after another four months. 
Preparation of trte scope of work and decisions on contcacting
personne! (through USDA PASA)
a were initiated oy USAID in tne 
.atter part of 1983. The Study was conducted in .984, the 
final report was oublished in January 1985, and pursuant to an
SHM in the 1985 agreement, a seminar involving officials of all
the interested ministries and other agencies arid private sector 
was held to discuss it in late 1985. This study has oecome a 
major resource in the continuing policy dialogue, and probably

helped increase GOP support fir recently announced policy
 
changes.
 

The 1985 agreement included four SHMs: i) price policy

basically tied to world prices witn price supports 
not to be
 
precluded; 
2) derailed review of the stock and trade management

study; 3) privatization of the vegetable ghee industry and 4)
return of tne earlier livestock SHM, mainly stressing provision
of private trade opportunities to participate in the U.S. CCC

imiport credit program and other measures to permit the private
sector to import protein meal, (Annex C.3). The 
 minutes 
suggest discussion focused on tailure of tne private sector o 
use tne offered CCC credit to impoart U.S. soybean meal. :C 
uses were essentially as in i984. In April 1986, the GOP 
announced :easures that significantly reduced controls ol the 
vegetable qhee and vetetable oil industry. 

One important point to make in reviewing t-ne selection -f SHLMs
is that, in some cases, earl'.' food aid contriouted to 
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situations that SHMs were later instituted 
to alleviate. Two
 
examples 
 are worth mentioning here. The availability of
 
liberal PL 480 wheat financing made it possible for the
 
government: to delay in raising wheat prices in 
order to hold
 
down its own subsidies. This resulted in a decline in the 
growth of wheat production just as self-sufficiency was in 
sight. In addition, U.S.-promoted PL 480-financed sales of 
vegetable oil to Pakistan encouraged the rapia growtn of 
consumption. Impocts grew and when the U.S. substantially 
reduced PL 480 oil financing, the GOP nationalized the ghee

industry. Thereafter, oilseed production declined while
 
consumption continued to grow.
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CHAPTER III: SELF-HELP MEASURES
 

A. Introduction
 

Between 1952 1969, when
and self-help measures became 
a formal
requirement, discussion 
 on measures 
 to be taken by the
Government to improve agriculture took place primarily in
connection with 
 other development assistance. 
 Starting in

1967, specific self-help measures 
 were included in every
agreement and 
in most cases the record is available for at

least the final negotiation sessions.
 

While there is much to learn from the early 
experience with
 
formulation, negotiation 
 and implementation of self-help

measures, emphasis this
in evaluation is more neavily 
 on
experience of recent years. 
 In the following sections, the
last five are
years discussed first and where
then, earlier
experiences 
 differed significantly 
 or appear to reinforce
conclusions, they are discussed at the end of 
eacn section.
 

The experien~ce in Pakistan 
aiffers somewnat: 
from that in otner
couritries reviewed in that tlle iong history of annual foori aidnegociations from wnich an institutionalized approach to the
management of food and 
other aid has evolved.
 

B. Identification of Self-HelD Measures 5
 

1. The Approach 

The principal U.S. country team approach to identifyingself-help measures (SHMs) in Pakistan 
has the following maincharacteristics, 
 which resemble those reported for other
 
countries :6
 

o Use of both "ex-ante" and "ex-post" analysis 
to identify,

design and redesign SHMs,
 

5 Princiiai seI f-help measures contained 
 in 198i-1985
 
agreements ar, reproduced in Annex, C. 

6 See, for example, III Al. of the Zambia report.
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o 	 Frequent reliance on outside professional assistance to
 
supplement the USAID staff which is very heavily occupied

with implementation of other elements of the $1.6 billion
 
six-year economic aid package. A six person team came to
 
Pakistan early in 1981 to help develop a strategy for PL
 
480 and vegetable oil. Two major studies were carried
 
out during 1982-19,4 to provide guidance on measures to
 
alleviate heavy dependence on imported vegetable oil 
the number one PL 480 self-help theme.
 

0 	 Continuous informal dialogue conducted between the GOP 
and the USAID officials; 

o 	 Consultation with other donors, most notably IBRD, on
 
policy reform progress in agriculture;
 

o 	 Integration of PL 480 and other U.S. assistance programs

through major studies discussed below. However,
 
integration was inhibited by suspension of other aid
 
during the early part of this period and by the decision,
 
initiated by Washington, not Co support oilseed
 
production directly;
 

o 	 Enhancement of continuity of the U.S. side by cring-ng 
one of tne ±981 PL 480 tear, memners back as Prograi
Economist and then by naining him Project Manager for r:he 
PL 480 program.
 

0 	 T4ashington apparently playen a sttong hana in decisions 
on PL 480, particularly vis-a-vis the vegecable oil 
sector. 

In terms of Self-Help Mcasure selection, oheat long held a
 
central position in PL 480 financing and in PL 480 dialogue.
 
However, after the achievement of virtual wheat
 
self-sufficienty in 1979/1980, inclusion of wheat-relatea 
SHMs
 
was designed to help ensure that complacency would not result
 
in a change in policies which would undermine success (as had
 
occurred in the early 1970's). Since 1981, SHMs have paid only

secondary attention to wheat and have given priority to the 
edible oil sector. WhiIe there has been considerable U.S. 
consistency With respect to wheat SHNs, thee[ has Oeen less 
consistency in oil Slims. Oilseeds w.ereedible sector teatz.:ced 
from 1970-7, dropped fLrom 1973-74, oecame a prioriz:y from 
1975-78, were then demoted fromn 1979-80, 
and again became a
 
priority from 1981 on. Tnese two breaks in continuity probably
slowed progress in 1. inging about desired policy ch.anqes in 
this sector.
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2. The Process and Entities involved
 

a. USG Involvenent
 

The USAID is the principal player 
involved in identifying SHMs
and does so within the context of the overall 
 assistance
 
strategy for Pakistan 
and its continuing policy lialogue with
 
GOP officials on Pakistan's development needs. Formal and
informal processes of identification and analysis 
go hand in
hand, with informal discussions occuring advance annual
in of

authorization and forwarding of negotiating 
instructions from
Washington. While 
in theory, proposed SHMs and other terms 
are
 
not discussed until they 
have been cleared, informal discussion
 
is oegun early.
 

The more formal process of identification of SHMs proceeds asfollows: the Program Economist, who has also been the Program
Manager for the PL 480 Title programI since February 1983,
reviews background material theand current status on SHMs and prepares a first draft of 
new SHMs in consultation with the
Mission's Office of Agriculture and Rural Development (ARD).
ARD's Agriculturai Economist provides substantive technical

input, particularly or, issues 
relating to agriculture. Draft

SHMs are circulated to other interested offices 
in the Mission,

including RLA and 
other staff of the Program Office. Sometimes

the Deputy provides technical input. The Mission has
Director 

also relied on outside expertise to help conduct studies 
that
guided the selection of SHMs. 
 The Mission Director tenas to

become involved at the review level, 
 and is interested in
macro-policy concerns 
and how SHMs are integrated with the rest
 
of the Mission's portfolio.
 

From 1973 to 1979, PI 480 management responsibility was shared
 oy the Program and Agriculture Officers 
of toe USAID. The

former handled the documentation while 
the ltter conducted the
economic cnd policy analyses 
and prepared proposals on SHMs.
 
Development of SHMs aimed at edible 
oils, wheat and other

agricultural 
areas emanated from the Agriculture Office. When
 measure health
a SHM on or nutrition was proposed, the Health
and Nutrition 
Office was involved. The period from 1978-80 was
somewhat unusual that
in major 
 changes in USAID staffing

occurred and the program, except for PL 480, wound down over
the nuclear issue. 
 During this period, the Acting Director

became more involved in the PL 480 
 process, altnough The

Agriculture 
 and Program Offices nominally mainatained
 
responsibility.
 

After consensus is reached within the USAID, the proposed SH'sare shared with other members of the US country team, including 
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the Agricultural Attache, the Commercial 
Aitache, the Economic
 
Counselor and sometimes the Amba.sador. The current
 
Ambassador, a former 
AID director, is jarticularly interested
 
in the selection of SHMs. The Economic Counselor is available
 
to supply supporting economic the SHMs.
analysis for Normally,

these officials rely on the USAID to identify 
and draft the
 

sometimes a In
SHMs but they play more active role. 1981-83,

the Agricultural Attache opposed US assistance for oilseed
 
production. He saw the AID's interests in 
production as being

directly antagonistic to those of his agency, tne USDA.
 

Once the country team reaches consensus, proposals are cabled
 
to AID/W, which then shares 
them with the interagency Working
 
Group ..for PL 480 in Washington. Obtaining Washington
 
concurrence 
often involves considerable communication between
 
USAID/Islamabad and AID/W 
as the latter attempts to find a
 
formula acceptable to all seven of the US government agencies

involved. Once agreement is reached in Washington, negotiating

instructions are cabled to the Embassy in Islamabad.
 

US organizations which have played an important role in recent
 
years, with particular reference to the oilseeds sector in
 
Pakistan, include the Office of International Co-operation and
 
Development (OICD), the Foreign Agriculture Service (FAS) of
 
the USDA, ana the American Soybean Association (ASA). The OICD
 
and FAS held strongly opposing positions during the period of
 
the AID's efforts to advance its oilseeds production project.

FAS espoused the ASA lobbyist's oppositio)n to the production

project, while OICD supported production since it hoped to be
 
involved in implementation. Despite the behavior of 
 tneir
 
lobbyist, the evidence seems 
to indicate that the American
 
Soybean Association was in favor of the project. The ASA
 
retains 
an interest in Pakistan's oilseed productivity and
 
currently has a Pakistan office which 
 collaborates in
 
developing better processing for oil,
methods and promoting the
 
use of soybean meal and raising poultry.
 

b. Host Government Involvement
 

Pakistan has a large, well-trained arid sophisticated senior
 
civil service which provides stability and continuity as
 
ministers and other political appointees come and go. By the
 
time senior ci-,il servants reach top positions, most have had
 
twenty years or more of government experience.
 

It is common to find that Pakistani negotiators and managers
received most of their education in English, speak English
fluently, nave advanced degrees from Universities in the U.S. 
or England and have been involved in international negotiatiors 
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on development assistance or other matters for much of their
 
professional lives. Pakistan 
has very capable diplomats in
 
Washington. Progress on negotiating aid levels and SHMs is
 
followed closely by the Pakistan Embassy and reported

promptly. 
 We were told that GOP officials frequently know
 
about decisions affecting the Pakistan AID program as 
soon as
 
USAID/Islamabad does.
 

The primary host government entity involved in SHM
 
identification is 
the Economic Affairs Division of the Ministry

of Finance (EAD). During informal discussions, EAD may object
 
to the wording of a particular SHM or a suggested benchmark.
 
Staff hope to resolve most difficulties at this stage. The
 
record appears. to. suggest 
that on only a very few occasions
 
were serious differences raised and major changes required.
 
Important differences do, of course, occur but while there 
have
 
been delays in the negotiations, there have been no complete

breakdowns in the process.
 

c. Other Donors
 

The IBRD is the only other donor that *has a project planned in 
the oilseeds sector and therefore has an interest in the SHMs. 
This project is at an earLy stage of development. The USAID 
has ha& discussions with Bank reuresentatives abont their plans
(See the discussion of the proposed IBRD project in Annex B). 

3. Data and Analysis
 

a. Current Period 

Data collection and analysis are key steps in identifying and 
selecting the SHMs. Use of both GOP 
and USG documents and
 
special studies has been important in providing guidance. To
 
supplement the more general, contextual documents, such as the
 
GOP Five Year Plan and the 
USAID CDSS, tne USAID commi ssioned
 
two major studies to help shape its decisions concerning SHM
 
identification du.ring 
the current period. These were entitled
 
PakLstan's Edible Oilseeds 
Industry (EOI) and the Pakistan
 
Edible Oil Steck and Trade Management Study (STM).*
 

*EOi was done in two versions - an earlier one which was
 
essentiaily a compilation of reports of consultants and a final 
one which integrated the consultants' material into a report: 
Pakistan's Edible oilseeds Industry, (OICD/USAID): Nov e11beC 
1984 (draft), January 1985 (final); Pakistan's Ediole Oils 
Stock and Trade Management, (USAID: January 1985). 
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These studies evolved from AID's desire, which was fully

supported by an AID/W-selected team which visited Pakistan in
 
early 1981, to mount a major assistance effort in vegetable oil
 
production. This team, 
joined by three USAID officials, fully

endorsed plans to provide major support t., Pakistan's oil seeds
 
sector in 
 an effort to reduce the country's dependence on
 
imported vegetable oil. The Mission contracted with
 
consultants, through USDA, to carry out these 
studies. Both
 
were aimed 
primarily at a GOP audience, but involved relatively

minor GOP inputs. The EOI 
 study which was largely a 
USDA-managed affair, was high in cost -- nearly $i million -
and numbers of consultants -- 27, but the initial published 
draft was disappointing. While the large number of consultants
 
made the study unwieldy, the problem was more with management

of the study by the principal actors--USDA and USAID. A small
 
and carefully selected team of analysts, including the USAID
 
personnel who, this time, played a more major role, produced

and published a much improved draft in 1985. The second STM
 
study was more sharply focused on marketing and stock
 
management and is a higner quality product. 
 The Mission did a
 
creditable job of selecting SHMs from the various
 
recommendations of these studies.
 

Except for our conclusion that the demand-estimating model has 
probably overestimated demand by 1994, and the difficuity in 
resolving the issue of comparative advantage, we consider 
tne
 
two studies 
to be well done. These studies have been discussed
 
at high levels in the GOP and drew significant participation in
 
a seminar which became an important part of the informal policy
 
dialogue.
 

Despite the .hope that the scudies Would lay to rest concerns
 
aoout the possible lack of PaKistan's comparative aavantage in
 
edible oils production and would test the feasibility of
 
increased production, there are lingering douots in some
 
circles about whetner major progress can be made in increasing

Pakistan's oilseed and vegetable oil production. The studies
 
themselves, even under the best 
 scenario, visualized
 
continuation of substantial imports. Yet, the 
U.S. soybean

lobby, perceiving a threat to its industry, succeeded in
 
obtaining a prohibition on U.S. support to oilseed production.
 

Opposition to oilseed production assistance seems to have oeen
 
oased on somewhat questionaole grounds. Concerns were
 
primarily with the level of US soybean meal imports. 
 Even with
 
a concentrated effort, it is unlikely that PaKistan could
 
become self-sufficient in vegetable oil production.

Furtnermore, there is no evidence to indicate that Pakistan has
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a comparative advantage in producing soybeans compared with
 
competing crops, except in isolated 
situations--very limited
 
gaps in the crop rotation, interplanting of sugar cane and
 
fruit in NWFP and, in some situations in Sind, following rice

where wheat is unfeasible. These situations 
would involve
 
early spring planting and reduced yieids, because 
of the
 
planting time. Evidence to date with non-traditional oilseed
 
crops sugggests much better prospects exist for sunflower,

which has a much higher oil content; the oil is of prime

interest and meal secondary. Sunflower apparently gives higher

returns and fits netter -into the rotation gap, mainly early

spring after cotton in Punjab and NWFP and 
in summer in some of
 
the rainfed areas, mainly 
in northern Pakistan. Thus far,

sunflower production has grown 
 much faster than soybean

production. (See Annex B for more information on this subject).
 

One of the current SHMs is designed to encourage the GOP to
 
promote private imports of soybean meal with CCC credit. We

could not find 
any analysis which led to its inclusion as a
 
self-help measure and doubt its appropriateness as a SHM though

it might be included in its current form in some other part of

the agreement. This SHM, which was included to help the US
soybean industry, might also help develop a market in Pakistan 
for soybean meal (mainly for poultry). Increased demand could 
help stimulate 
Local soybean and soybean meal production.
 

b. Earlier Periods
 

As in 1981-85, in the earlier several
years studies nelped to
 
provide a basis for proposed self-nelp terms. Many of tnese
 
were no longer available by the time this study carried
was 

out. The first oilseed study commissioned oy USAID that could
 
be located was 
done oy Brian Ross in 1971. This was followied
 
by an oilseed processing 
study in 1975-76 Dy a contractor,

Experience Incorporated, and a small-scale oilseed processing

study beginning in 1976 .by 
 Denver Research Institute.
 
Additional analysis was carried out by USAID staff between ±971
 
and 1975. Increased sensitivity to the vegetable oil proolem
 
was an objective of the USAID's "Pakistan 
Development Data"
 
publication (contained in official PL minutes
480 reproduced in
 
Annex H). In 1976, the USAID funded a study of the vegetable

oilseed processing industry and a study of small-scale oiiseea
 
extraction, and assisted in development. These proviae

guidance for the development of further SHus.
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C. The Negotiation Process
 

1. Approach
 

Informal discussions set the stage for the more formal
 
negotiations and signinq of an agreement. The balance of
 
informal and for '.l hz varied greatly over time. The informal
 
negotiations usually involve only a few individuals and may ne
 
simply a "one-on-one" discussion, without a written agenda.
 
The time for the ileeting is open-ended. It usually involves
 
professionals who kvow one another and have worked together.
 
The setting may be either an office or a social meeting place.
 
Formal sessions involve teams of negotiators following a
 
written agenda. Although a deadline is not always set, time
 
pressures are usually kept in mind.
 

Once the US Embassy receives negotiating instructions from 
Washington, the USAID prepares a draft agreement and tables it 
with EAD. Prior to this, the instructions may be discussed 
informally with EAD. EADj after revie'.; of the agreement, 
passes the draft agreement to other concerned agencies, 
including the Ministries of Industry, Commerce and Agriculture, 
the Ghee Corporation of Pakistan and the Pakistan Edible Oils 
Curporation. Ali are free to comment on the dr t SHMs, but no 
instances of GOP entities identifying SHMs were uncovered, 
although the USAID, according to the Program Manager, gives 
them the opportunity to ao so. During the period of informal 
discussions, the USAID's Agricultural Officer may ,ett 
frequently with the Secretary of Agriculture, the various Joint 
Secretaries of Aycicuiture, tne Joint Secretary of Industry and 
tne Special Assistant to the Prime Minister. The .iission 
Director may become involved in discussions wit:n the Secretary 
of EAD, but generally does not participate in discussions with
 
the Ministry of Agriculture or at lower levels of the EAD.
 

Prior to the final meet..ng or meetings, the U.S. presents a 
draft agreement for consideration by the GOP along with 
proposed minutes of negotiation which amplify the terms of the 
agreement. Sometimes, a formal record of this meeting, going
 
beyond the official minutes, is made oy the USAID and verified
 
in a letter by the GOP representative. This record tends to 
state conclusions and report positions and rationales for
 
different positions.
 

Formal sessions are facilitated when those wno are involved are 
well Known to one anotner from informal discussions and from 
prior negotiations. Foi: EAD, the PL 480 negotiation is just 
one of many conducted with USAID/Pakistan each year. However, 
for some of the others, it may be the only involvement with the 
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AID Mission during :.-he year. On the USAID side, 
the principal

been
actors have i,volved for several years now -- the DeputyDirector since 1982 and the 
Program Manager since 1982. 
 On the
Pakistan side, 
the most noteworthy change is the 
senior EAD
official. The officer who had 
filled that for
role several
 years was promoted in mid-1985 and his place has 
been filled by
a more junior officer who 
is less familiar with PL 
480 matters,
but who gives indications of gaining 
a quick grasp of the
 

subject.
 

The process of negotiation 
usually begins at the beginning of
the fiscal year. For years
some there 
has been an effort, as
yet unsuccessful, to 
complete the agreement by the end 
of the
calendar year. Agreements have been signed in 
March, Apr.il or
May. In FY 1986, the signing will take place 
in May because
negotiations were 
held in abeyance the
until GOP announced its

encouraging new policies on oilseeds.
 

Early signing of an agreement usually 
enhances the recipient
government's negotiating 
 position while delayed signing
strengthens the U.S. position. The agreement 
must be signed
sufficiently in 
 advance 
 of the end of the FY to permit
purchasing formalities and 
 loading before Septemoer 30. If
signing is delayed, the GOP and USG tne
run risk of not meeting
this deadline. The 
U.S. for its part is eager to obligate afi
the money on time and, in 
unusual situations, might shift 
resources to 
 another country if excessive 
tt-e
 

delays were
 
encountered.
 

The Pakistani negotiators have a
held strong card in recentyears. The U.S. has 
puolicly committed itself to a large
spedific assistance level over 
and
 

a given period ($1.6 blilion of
economic assistance over i982-1967 and $2.28 
oiilion for tnie
six years starting 
in FY88). As a result, U.S. officials are
under pressure achieve
to the committed obligation levels and,
therefore, find their bargaining position weakened. ThatDargaining position is, in any case, weak for loans wherncompared with ESF grants. Finally, in asPaKistan elsewhere,although 
 PL 480 loans are certainly appreciated, most
government officials 
 understand that is
it politically

important to 
the U.S. to dispose of its agricultural surpluses.
 

Other considerations 
are the usual seasonal rise in 
the price
of U.S. edible oil after the 
har-vest, the GOP desire to nave
financing settled early savings
and generated by early use of
low PL 480 interest: rates. Six months delay P,
on 480 vhile
using commercial credit Might 
add 5% (or $2.0-2.5 million 
oer

$50 million agreemenc)to costs.
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Real difficulties and differences do emerge between the two
 
sides during negotiations. A USAID official, who has been
 
involved with the negotiations, commented that the USG side
 
usually has won points of difference with the GOP up to now,
 
but it also is evident that the U.S. has been generally careful
 
not to table measures which were highly unlikely to be
 
acceptable to the GOP.
 

Quantitative measures of progress on SHMs have become
 
increasingly specific in recent years. They reached a point in
 
detail and length in 1982 tnat pronabiy proved

counterproductive. Attention has focused more on the
 
benchmarks since the numoer of SHMs has been reduced (to 4) and
 
less on the SHMs themselves. In 1985 differences over the
 
working of one of the benchmarks was largely responsible for a
 
delay of 6 weeks between the formal meeting and the final
 
signing of the agreement in April. The Program Manager and the
 
ARD representative wanted the benchmark to call for cottonseed
 
oil deregulation without which, they believed, the SHM would
 
have no teeth. Te issue was resolved when the Ambassador, for
 
political reasons, proposed a softer line.
 

The SHMs have remained virtually unchanged over the past three
 
years, but the benchmarks have tended to change from year to 
year. The repetition of the same or almost identical SHMs has 
been an important tactic in the process of policy dialogue. It 
suggests a sustained US commitment to the policy reform agenda, 
a point which Ls not lost on the GOP. There is also the 
important practical consideration that a year or two is not 
sufficient time to institutionalize the major kinds of policy
reforms that are being called for in Pakistan's oilseed sector. 

All in all, the negotiation process works reasonably well in
 
Pakistan. After 34 years of PL 480 food 
aid, the process is
 
both understood and established. Each side knows the limiis of
 
the other side and each side retains respect for the other.
 
These features make for a relationship that works relatively

smoothly, and, in addition to accomplishing the purposes of
 
PL 480, it helps to reinforce USG-GOP relations in their
 
broader dimensions.
 

2. Entities Involved
 

In negotiations, EAD is represented by a Joint Secretary (JS),
 

-25



a senior officer of Grade 20. 7 
 He is the conduit through
which 
the SHMs pass to the line ministries, and he is also the
 
one who leads the negotiation on behalf of the GOP. 
 The table
 
on page 27 lists officials who represented the GOP and USG 
at
 
the last round of formal negotiations in 1985.
 

The line ministries 
which are invol,'ed in implementing the PL

480 agreement and reporting 
 on the SHMs are included in
negotiations, 
as are the Planning and Development, and Finance

Ministries, which 
need to be kept apprised of implications for
 
oudgets and plans.
 

With 
the recent effort at policy reform through the SHMs, the

Ministries of 
Commerce and Industries have found thentselves at
times arrayed against the Ministry of Agriculture. The former

have favored emphasis on non-traditional oilseeds, while the

latter have favored traditional oilseeds. Another 
point of
difference has been public 
versus private sector support. The

former have favored public sector controls as they benefit from
 

a
them and have vested interest in regulation- while the latter
 
favor private sector initiatives and support.
 

EAD attempts to reconcile the differences 
that may exist among

these or other ministries. In the event 
 a settlement or
compromise cannot 
be worked out, the matter is referred to the

Economic Committee of the Cabinet 
(ECC), a high level committee

that sets national economic policy. This 
committee is chaired

by the 
 Finance Minister and includes ministers of

nation-building departments. 
 Failing agreement at this level,

the matter may be passed on to ECNEC 
(the Economic Committee of

the National Economic Council) 
 which is the highest level
 
committee for economic policy matters 
in government.
 

Other important entities on the 
GOP side include tne Ghee

Corporation of Pakistan and the Edible Oilseeds 
Corporation.

These are pa~astatals 
which embody the government's current
 
neavy market intervention policies. 
 They are most threatened
 
by the policy reform thrust of the SHMS 
and have argued for
continued public sector controls. In the opinion of 
some in

the GOP, the vested interests of the Ghee Corporation are more
serious obstacles to reform than concern 
over the public

reaction to 
the removal of price controls and the consequent
 

7 The highest grade in the Pakistan Civil Service is 22.
There is only one position between the JS and 
the Secretary:

the Additional Secretary.
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GOP AND USG REPRESENTATIVES AT FORMAL PL 480
 

NEGOTIATIONS, MARCH 1985
 

Government of Pakistan Representatives:
 

Mr. S. Nisar Ali Shah 


Mr. G. K. Dakkan 


Dr. Muhammad Noorullah 


Mr. S. A. Ghafoor 


Mr. Azfar Shafqat 


Col. Khawaja Javed Sarshad 


Dr. Muhammad Hanif 


Mr. Tahawwar Ahmad 


Mr. S. Ali Nasir 


Mr. Abdul Haq 


Mr. Muhammad Sarwar 


U.S. Government Representatives:
 

Mr. Jimmie M. Stone 


Mr. William L. Brant 


Mr. Russell Graham 


Dr. Paul F. Mulligan 


Mr. Stephen S. Spielman 


Dr. Zakir Hussain Rana 


Mr. Ahmad Masood Khalid 


Ms. Tahira Abdullah 


Joint Secretary, EAD
 

Joint Secretary,
 
Ministry of Industries
 

Agricultural Development Commissioner,
 
Ministry of Food and Agriculture
 

Chief, Planning & Development,
 
Ministry of Plahning & Development
 

Deputy Secretary
 
Ministry of Commerce
 

Deputy Secretary
 

Minist:y of Industries
 

Deputy Ag. Development Commissioner,
 
Ministry of Food and Agriculture
 

Section Officer, EAD
 

Section Officer,
 
Ministry of Commerce
 

Section Officer, Finance Division
 

Research Officer, External Finance Wing
 
Ministry of Finance
 

Deputy Director, USAID
 

Agricultural Attacne, US Emoassy
 

First Secretary, US Emoassy
 

PL 480 Tirie I Program Manager, USAID
 

Regional Legal Advisor, USAID
 

Program Specialist, ARD, USAID
 

Program Specialist, ARD, USAID
 

Program Assistant, Office of Program,
 
USAID
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increase in prices. The network 
of vested interests extends
 
into ministry ranks where some mid-level bureaucrats may

benefit from maintaining 
the status quo. The involvement of
 
bureaucrats broadens the base of the 
vested interests, making

them formidable antagonists of free market or private sector
 
forces.
 

On the USG side, the lead negotiator is the USAID Director or, 
as has been the case in the last two rounds, the Deputy

Director 
in his capacity as Actinq Director. He is supported

by staff from the AID Mission including primarily the Program
Manager for PL 480 and representatives from ARD. The Mission's
 
Regional Legal Advisor 
(RLA) attends because of the agreement's

legal implications. Other members of the U.S. country team
 
include the Agricultural Attache, representing the 
USDA and the
 
Economic Counselor, representing the Embassy.
 

Mid-level officers from both sides are also with
involved both
 
informal and formal negotiations. These include section
 
officers 
on the GOP side and program specialists on the USG 
side. They do much of the behind-the-scenes work, such as 
telephone calling, ana writing letters ana 
reports, which make
 
it possible for the negotiation process to move forwarJ.
 

D. Implementation, Monitoring and Evaluation Process
 

1. Entities Involved in Implementation
 

The entities on the GOP side involved in implementation of SHMs
 
are EAD and the technical line ministries, mainly Industries,
 
Commerce and Food 
 and Agriculture. EAD plays a coorcdinating

role and acts as a conduit for information that passes to and
 
from the technical ministries. The technical ministries 
 are 
responsible for actually carrying out the implementation of tie 
SHMs and consultations with EAD and, where appropriate, with 
other members of the Cabinet, particularly ECC or ECNEC.
 

The Office of Chief Controller, Import and Export (CCIE) of 
the
 
Ministry of Commerce plays a role in the importation of PL 480 
commodities since it issues import licenses. 
It has also, on
 
occasion, been included the
in formal negotiation session.
 

-I. Implementation Process
 

The SHMs which are directed at ma jor economic policy
modifications (liberalization and privatization) progress
slowly and with much deliberation. It is up to EAD and tihe
concerned ministry to obtain the required levelhigh approval, 
e.g., NEC or ECNEC. This has been particularly the case with 
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SHMs on market deregulation since powerful interest groups are
 
involved and short 
run effects on prices are uncertain.
 

The implementation of SHMs depends to great
a extent on the

relative importance that the USAID Mission gives to PL 480. If
 
the Mission adopts a passive role or appears to give a measure
 
low priority, generally the GOP will make a reduced effort to
 
comply with their obligations under the agreement. If, on the

other hand, the Mission adopts an activist or even aggressive

approach and monitors progress 
closely, then the GOP can be
 
expected to be much more- responsive in implementing the
 
self-help measure 
and meeting benchmarks.
 

Beginning in 1980, increased emphasis been
has given to SH's'
 
conditions 
 of specificity, measurability and additionality.

The following year, however, the 
AID Mission expressed some
 
concerns 
to AID/W relating to the "manageability" of SHMs and

stressed that SHMs needed to 
be achievable in a short time.
 
The AID Mission, then preparing for program reactivation, noted

that specifications 
needed to take account of the limited USAID
 
staff available to monitor and 
evaluate progress. Consideraole

enthusiasm was generated for tne PL program in and
480 1981 

1982, some of wnich 
was lost wnen requirements for additional
 
studies were imposed and when the USAID was 
precluded from
 
direct support 
of oil seed production. This was particularly
 
disappointing to ARD.
 

3. Reporting by GOP
 

The GOP is responsible for compieting three kinds reports.
of 

Quarterly Compliance Reports which 
detail PL 480 imports are
 
sent to the Agricultural Attache. Self-help and LC use reports
 
are prepared by 
the ministry concerned and forwarded to USAID
 
through EAD.
 

Information on compliance 
with. SHMs is mcre abundant since

self-help reporting requirements along with benchmarks, 
became
 
increasingly formal 
in the 1980's. Self-help reports are due
 
every six months. The Program Office reminds 
the concerned
 
government office 
in advance and asks for any clarifications if
 
reports are vague. 
 If the reports do not arrive tne
on due
 
date, the Program Manager teiephones or writes EAD.
 

In earlier years, major stress on quantitative reporting was on 
detailed monthly reports of wheat, vegetable oil ind fertilizer 
situations (e.g., production, imports, stocks, off-take for the 
last 12 months and projection for the next 6 months).
Seif-heip reporting was largely provided verbally and in annual 
aide Inemoires to the aid community.
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I 

The GOP appears to take the implementation of SHMs more
 
seriously than reporting. The AID Mission also sees
 
implementation as primary importance, with a
being of reporting 

legal requirement but of secondary emphasis. Still, GOP
 
reporting has improved significantly in recent years

particularly in timeliness, 
although reports are sometimes 
incomplete and lack information requested in the benchmarks. 
This occurs because the staff in the ministries which prepare 
the oasic information do not fully understand the format or 
purpose of the r :L)r t-3. Inadequate direct communication 
between the USAID and these ministries appears one of the 
factors responisible for the problem. 

Reporring on LC use is usually done semi-annually, six months 
after the end of the reported-upon semester. Reports state how 
the government disbursed funds--into which account, for wnat 
purpose and when the deposit was made. While these reports are
 
supposed to explain how proceeds have benefitted the needy, the 
narrative on this is frequently missing from the reports. The 
Auditor-General of the GOP certifies the use of LC proceeds 
annually.
 

A complaint vas made that reporting requirements of EUSAID an,, 
otter donors do not adequately consider GOP scheduling and cne
 
availaol? data series. (Please see tte sample reporting

schedule on the nexc page.) Illustratively, tne GOP was
 
responsible for submitting three diffecent reports on Juiv I,
1985, which is also the first day of the Pakistani financial 
year. Such reporting requirements are out of sync with the
general f1,w of GOP ousiness and contrioute to inadecluate 
r,?porting. The 1982 agreement was particularly demanding with 
cespecr to reporting requirements, witi which GOP never fuli y
complied. The fault in cnis case appears to rest more with cne
 
requirements than with the efforts to comply. A senior GOP
official noted that a recent request for self-help reports had 
diverted tne Minister's attention from SHMs to assembly of data.
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SCHEDULE OF CONSULTATIONS AND REPORTS REQUIRED UNDER
 
FY 1985 PL 480 AGREEMENT
 

In each case, the 


Consultations may occur, 


April 1, 1985 


May 12, 1985 


July 1, 1985 


August 28, 1985* 


August 13 1985 


October 28, 1985* 


October 1, 1985 


December 1, 1985 


January 1, 1936 


April 1, i986 


July 1, 1986 


date mentioned in the deadline.
 

and reports may be submitted earlier.
 

- Quarterly compliance report
 

- Consultations to discuss
 
the allocation of proceeds
 
from the FY 1985 Agreement
 

- Quarterly compliance report
 
- Report on Se1f-Help Measures
 
- Report on use of procezds
 

and how they benefit the
 
needy, FY 1984 Agreement
 

- Public seminar on results
 
of USG study of Pak
istan Edioie Oilseed
 
Ind ustry
 

- Consultations to review
 
progress on Self-Help
 
Measures
 

- Puolic seminar on policy
 
emanating from review of
 
Stock and Trade lanagement
 
Study
 

- Quarterly compliance report
 
- Consultations to finalize
 

the allocation of proceeds
 
from the FY 1985 Agreement
 

- Audited annual report on
 
proceeds, FY 1984 Agreement
 

- Quarterly compliance repocts
 
- Report on Self-Help Measu es
 
- Report on use of procees
 

and how they uenefit the
 

needy, FY 1984 and FY 1935
 
Agreements
 

- Quarterly compliance repcft 

- Report on Self-Help Measures 

- Report on use of proceeds, 
FY 1985 Agreement 

*Subject to completion of GOP review of STM Report
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4. Monitoring and Evaluation by the USAID
 

According to discussions 
with the USAID staff and information

contained in program files, 
there are several ways the USAID

monitors and evaluates the PL 480 
program. The chief formal
method is 
 the reporting system delineated above, but other

methods which 
probably are more important include informal
discussions with 
government officials, 
review of reports in the
media, statistical reports and 
 information garnered from
 contacts either in Islamabad or in the field. 
 After 	Self-Help

reports are received in 
the Program Office, an analysis is made
 
and an annual report sent 
to Washington.
 

The current Program Manager brings a 
broad perspective and
depth 	of experience to PL 480 management since he 
was a member
of the 1981 PL 480 team 
and was involved with PL 480

Washington prior to coming to 	

in
 
Pakistan. Since his appointment,


discussions and negotiations have become 
more 	 focused, and
proposals and negotiations better documented. 
 Monitoring has
improved, Self-Help reports have 	 more
become complete, and
 
analyses more thorough.
 

The present system of monitoring and evaluation 
 works
 
reasonably well., Performance might improved
be 	 if more time
could be devoted to the task. 
 The Progrdm Manager has many

tasks otner than the 
PL 480 programs.
 

E. 	 Congruence Between SHMs and GOP Action
 

i. Summary 

Over the approximately two that SHMs have beendecades 

required, the 
GOP has taken its commitments seriously and has
tried hard to implement them, but there have been some
 
recurring problems:
 

o 	 the GOP 
has periodically imposed restrictions,, which US
 
officials generally felt were either severe
too 
 or
 unnecessary, on private wheat 
 trade and on private

interdistrict grain movement in 
times of shortages, 

0 the GOP has occasionally delayed inoverlong adjusting
 
wheat and atta prices; and
 

o 	 the GOP has at times appeared to pay less sttention to
 
the implementation of the vegetaole" oil 
strategy it had
developed than US officials 
felt was desireable, given
 
the magnitude of the problem.
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2. 	 1981-1985
 

In 1981, the GOP sanctioned 11 new ghee mills and 80,000 MT of
 
cooking oil production in the private sector with four new
 
mills already in production. No new public sector plant 
was
 
authorized. (Two have, in fact, 
 been closed recently).

Increases in price supports for non-traditional oilseeds and
 
substantial increases in output were reported. 
 52,000 bogus

ration cards (USHM) 
were 	 lifted in 1980/81 and 41,000 in

1981/82 
in Sind and Punjab and all cards in Baluchistan.
 
Completion of the study of increased 
wheat procurement prices

and record level of procurement were reported (3.98 MMT). This
 
level exceeded agreed MMT ration shop
the 3.3 distribution
 
limit.
 

The GOP noted in December 1982 that it had:
 

o 	 increased storage capacity well beyond what the SHM
 
called for;
 

o 	 Lifted interprovincial 
bars on private wheat movements
 
(except along national borders);
 

o 	 Completed a price commission (APCOM) study on wheat;
 

o 	 Increased fertilizer prices by about 25%;
 

o 	 Increased ghee prices; and
 

0 	 Increased private sector participation in ghee and
 
cooking oil processing and marketing.
 

In 1983 the GOP reported that it had increased research
 
allocations and expenditures in oilseed production research by

250% since 1980/81.
 

Self-Help reporting in 1984 and early 1985 noted the following
 
compliance:
 

0 	 Enactment of a measure to encourage pcivate trader
 
purchases of non-traditional oilseeds. Such purchases

Would constitute 52% of production;
 

0 	 Justification of its monopoly on the purchase of
 
cottonseed oil;
 

o 	 Increases in ghee and cottonseed oil prices;
 

o 	 Enactment of a major increase (up to 35% of the total) in
 
the private sector capacity to produce ghee and oil; and
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o Purchase of non-traditional oils by the GOP at the 
same
 
price as paid for cottonseed oil.
 

Recent SHMs have addressed greater privatization of the edible

oil processing industry in the following ways: 
 a) freezing of

public sector capacity, b) freer entry of private 
firms, c)
decontrol of domestic edible oil 
market, d) direct importation

of edible oil by private 
sector, e) free movement of ediole oil

and edible 
oil products, f) equal treatment of private 
and

public companies, g) liberalization 
of price of edible oil
products and h) removal of budget 
support for modernization of
 
public companies.
 

An AID assessment in August 1985 
claimed that progress had been

achieved on all the items above 
 except b) and g). An
 
independent source claimed that AID's 
principal achievement
with SHMs was in ending the monopoly in cottonseed oil of the
governmeit entity, the Ghee Corporation of Pakistan.
 

In August 1985, principal actions remaining from the 1985
 
agreement were deregulation of cottonseed 
oil trade and ghee

prices and measures to denationalize public ghee m.1is. The

SHM on private sector import of soybean meal using CCC credit

continued to encounter serious 
difficulty. In mid-1985, the
 
government freed trade on cottonseed oil. In November 1985, a
 very high level seminar was held to review 1985 oil
the stock
 
management study as called for in the SHMs.
 

The main incompleted actions on deregulation were reported 
to

be before the Cabinet as of late January 1986 wnen the
evaluation team was working in Paki-;tan. The resnuffling of
the Cabinet, however, on January 28, 1986, orought in a new,much more conservative group, many with major land interests. 
The strongest technocrats and advocates of greater 
 free

enterprise left. 
 It was fearea that this foreshadoweo deiays

in farther deregulation, yet changes, as noted above,
recent 

nave been encouraging.
 

On April 6, 1986, several major policy actions were taken 
by

the new civilian Cabinet, chaired by Prime Minister 
Junejo.

These actions significantly 
reduce controls on the vegetable

oil and vegetable ghee industry. 
 Specific measures include:
 

0 Removal of price controls on vegetable ghee and edible oil 

o Elimination of private sector import 
 restrictions for
 
both palm and vegetable oils
 

o Substitution 
of a Rs 3000 per MT regulatory import duty

in place of 
 the excise tax and import surcharge

previously levied on vegetable oil imports
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The Ghee Corporation will continue to operate 
ghee production

units. This continued public operation will be used to
 
influence 
 ghee prices and thereby protect consumers from

excessive price increases. The import duty will 
 serve to
 
equalize effective import costs with prices of local oils
 
directed at stimulation of local 
 oilseed production and
 
improved oil extraction. On 17 April, the duty of 
Rs 3,000 per

MT was lowered to Rs 2,350 owing to an increase in world prices

of vegetable oil. The Ghee Corporation will continue to buy

oilseeds at the support price, 
but private traders also will be
 
free to buy oilseed 
in competition with the Ghee Corporation.

All industrial units will be encouraged to promote soybean 
and
 
sunflower seed production by provision 
of seed, technical
 
guidance and buying the output from farmers 8
 .
 

While the government continues its 
policy of requiring permits

for new or enlarged ghee production facilities, existing

private plants will now 
be free to produce ghee up to their

existing plant capacity. Previously, some had permits that

allowed them orerate
to at only one--third or one-half of total
 
capacity. This measure gives the private sector the option 
of

increasing its market 
share from one quarter to one-half of
 

9
total in-country production.


Whatever the cause and effect relationship, this freeing up of
 
vegetable oil and ghee 
 prices, imports, and production

represents considerable progress in implementing the measures
 
included in PL 480 discussion and agreements.
 

3. 1952-1980
 

Although there were no formal requirements for SHMs prior 
to
 
1967, Pi 480 negotiations were used as an arena in which to

discuss agricultural policy. The U.S. gave 
strong support

between ±952 and 1967 to major agricultural -.licy changes, and
 
many of those agricultural development measures taken by the
 
GOP were urged and supported by USG officials and the U.S.
 
assistance program.
 

Frequently, 
as noted by Falcon and Gotsch, PL 480 contributed
 
to the establishment of more liberal 
economic policies favoring

agriculture, but at times it also 
was a negative factor. From
 
1967 through 1980, there was a suostantial degree of congruence

between SHM and GOP 
action with the exception of completely

freeing the 
 wheat market to private traders and allowing
 
unrestricted movement of wheat and wheat 
flour (atta).
 

8 Telex U.S. Embassy/Islamabad, Cable 08113, April 9, 1986.
 
9 Telex U.S. Emoassy/Islamabad Cable 10365, May 13, 
1986
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A major self-help req.;irement of 
the mid-1970's was development

of a comprehensive oilseeds strategy 
by the GOP which, with
 
some inputs from USAID, was prepared 
in 1976/77 and refined the
 
following year. The strategy 
included non-traditional oilseeds
 
beinc, introduced with USAID assistance. The first major step

was a price support initiated for the 1976/77 crop season.
 

Implementation on oilseeds SHMs, however, did not receive 
the
 
attention that wheat, fertilizer and waLer 
 development

received. 
 It would be unfair to suggest that there was not a
 
very serious 
effort made by many GOP officials concerned with
 
the problem. Increased oil production has been included as a
 
major objective of the Government's development programs from
 
at least 1977, despite the change in focus of 
SHMs to wheat in

the late 1970's. In 1980, 
the GOP stated that the elimination
 
of vegetable oil subsidies and 
 closing the vegetable oil
 
suppl,/demand gaps were 
 top priorities. One of the major

problen.s in implementation of 
the strategy is lack of knowledge

and agreement on what specifically needs to be done to

stimulate and support increased oilseed and vegetable oil
 
production. A review 
of GOP records for 1980 indicate good

compliance with the self-help commitments except for the full
 
opening of wheat trade to the private trade. Wheat and 
atta
 
pri.ce increases also were 
less than appear warranted.
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CHAPTER IV: LOCAL CURRENCY
 

A. The Negotiation Procezs
 

The negotiation process for local currency takes place at

several stages involving different casts of players. Some
 
informal bilateral discussions take place among project

management people and counterparts of the GOP and AID during

the course of project design and implementation. In general,

the initiative for these discussions tends to originate with
 
AID Mission project management personnel who are alerted by 
one
 
USAID management 
 to the possibility of LC availabilities.
 
These bilateral discussions 
may be preceded by USAID/Pakistan

in-house discussions on priorities 
and on US policy on local
 
currency application. During negotiations 
 of annual
 
agreements, emphasis 
 is given to SH priorities, but the
 
agreements also specify how LC will be handled.
 

Following signature of the agreement, the USAID reviews the
 
list of priorities for LC use. Recently, this has included
 
some LC for operations and maintenance of the USAID. The
 
agreement requires that within two weeks 
following signature

the GOP representative 
must consult with US agencies (the USAID
 
Director or Deputy Director initially and then with the PL 480
project manager) on LC uses. GOP 
parties usually indicate
 
items which they feel might De addressed with PL 480 LC. Atthis stage, agreement may be reached on 50-75% of the total. 
While up to now, the resources all go into the GOP budget and are attributeed to specific items, these discussions offer an
 
opportunity for the USAID to be involved in budget 
allocations

and perhaps inf uence th proportions going to different
 
subsectors.
 

Before the new FY (July-June) budget is submitted, the GOP
 
nominates specific amounts for specific budget items 
and

USAID indicates areas of agreement. 

the
 
An attempt is made to
 

reach full agreement before 
 the budget is submitted, but
agreement usually is not reached on all the funds. Funds have
 
gone mainly to population 
programs, agricultural universities,

special schools, research, and irrigation. The evidence
 
suggests the result of. the negotiation has been increased
 
funding levels in these 
areas.
 

Washington can also play 
a role in determining LC uses. The
 
1985 PL 480 legislation requires Missions to take steps to
direct the use 
 of LC to the support of private enterprise

through the 
banKing system. The Pakistan Mission is not sure

how it will respond yet, but this directive will be a factor in
 
LC use negotiation.
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B. Local Currency Use
 

The terms of agreements have varied over time. In early years,

sales were made wii h repayment in local currency, making the LC

the property of the US Government. This was followed by a

several year transitional period beginning in 1967 
wherein an

increasing proportion 
of the total financed was a long-term

convertible LC loan. Beginning in Pi Title I
1972, 480 

financing shifted to long term, low 
interest, dollar repayable

loans. As the financing shifted to dollar repayment, the LC

has come to 
be viewed as a HG asset for which the US retained
 
little or no say on actual use.
 

During the time 'that repayment was in local -currency, LC
generation 
soon came to exceed USG needs despite considerable
 
ingenuity in devising an expanding range of These
uses. 

included loans 
to US and iocal businesses, US product market

development, purchase of 
strategic materials, schools and many

more. Ultimately, as LC accumulated, large amounts of the
 
resources 
were granted to the Government for a wide range of
 
development 
purposes. Much of it went for water development.
However, repayment from different local currency repayAble

loans continues to bring rupee funds 
to the US treasury.
 

In tne years after tihe shift from sales for local to
currency 

long 
 term dollar repayable loans, the programming of local
 currency was left to the GOP. 
 Later, 
as AID policy called for
 
US participation in the local 
 currency programming, an

attribution 
process was adopted in Pakistan as in many other
 
countries. Qualifying items in the budget were 
 identified andreports were made to the USAID on expenditures. The LC was
 
accepted and used as expenditures were feported. In many

instances, discussions involved Little more 
than a letter from
 
the HG proposing line items for attribution and a letter from
the USAID agreeing, 
 possibly with one or two suggested

changes. This exchange of letters may have been totality
the 

of the reporting.
 

Later, 
 as USAID policy called for more participation and
 
encouraged special accounts, affected countries 
took up varying

degrees of opposition 
 to this greater USAID exercise of
 
control. In generai, the US participation in LC programming in
eariy years of dollar loan funding was largeiy 
a cnarade.
 
Nevertheless, it have
may ceen an improvement over earlier
 years when the LC belonged to the US, out its use involved 
no
 
normal budqetary review process on the part 
 of either
government. The Pakiscan experience 
 tends co confirm this
 
pattern.
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In the 1980 PL 480 agreement, the GOP and the USAID agreed on a
 
procedure for managing PL 480 generated local currency. This
 
procedure 
was a step forward in terms of AID involvement in
 
programming and, perhaps more importantly, it established 
a
 
more specific identification process for the PL 480 LC. 
 The
 
parties 
agreed to establish a Special Subsidiary Account, to
 
which PL 480 LC was 
credited or generated, in the Federal
 
Consolidated Fund (budget). The account was debited as drawn
 
down for agreed 
uses. A separate account is established for
 
the LC generations from each year's agreement. The CIP 
LC is
 
handled in the same manner, but separate subsidiary accounts
 
are established.
 

C. 	 Recent Negotiations on PL 480 LC Use
 

In May 1985, following the April signing of the agreement, GOP
 
and 
USAID officials met to determine PL 480 LC use. EAD
 
proposed to allocate funds 
(around Rs 800 million) to:
 

o 	 Population Planning 
 Rs 130 million
 

o 	 Education (University and Higher) 
 Rs 250 million
 

o 	 Agricultural Universities 
 Rs 20 	milliun
 

o 	 Chasmai Right Bank Canal
 
Punjab Abassic and Chotaki
 
Fresh Ground Water 
 Rs 200 million
 

The USAID Deputy Director expressed both a Mission desire 
to
 
see some PL 480 LC used for primary education and the hope that
 
allocations for higher education 
 would be directed toward
 
improving technical training.
 

The USAID later proposed minor changes and put forward a
 
sgbstantive proposal for an allocation of Rs 16 million of PL
 
480 LC to the NWFP University development project, funded in
 
part from other USAID funds. It also proposed showing the
funds in the 1985/86 consolidated budget but without specific
 
allocations so that later applications could, if necessary, be
 
altered.
 

At the May meeting, the Deputy Director also raised the issue
 
of the GOP's extension of the fertilizer subsidy. The suusidy

was to 
have ended in 1985 but will now continue until 1988. To
 
the "USAID's consternation, it appeared that some of the
 
proceeds from the 1981/82 
PL 430 program were used to finance
 
the fertilizer subsidy. 
 The USAID made clear, at this meeting,

that LC, 
this time from the CIP, should not be used for such a
 
purpose.
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D. Monitoring and Reporting
 

Reports of expenditures are submitted to USAID 
semi-annually

within six months 
of the end of each semi-annual period and
 
appear to 
provide adequate detail and accuracy. Since the view
 
prevails 
 that these are Pakistani resources, the GOP is
 
responsible for ex post audit and 
evaluation. USAID neither
 
audits nor conducts evaluations of activities to which PL 480
 
LC is attributed except in connection with 
those US assisted
 
projects which receive 
PL 480 LC. However, USAID does use the
 
opportunity presented by consultations on the uses of LC to
 
open a dialogue on sector priorities, and it does review and

evaluate the 
budget aspect. Review of the budget suggests tnat
 
areas receiving LC attribution (e.g., research) are likely to
 
be somewhat oetter dealt with in the budget 
allocations than
 
those not so favored.
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RECEIPT AND USE OF SALE PROCEEDS 

(A) UNDER PL-480 TITLE I AGREEMENT DATED JUNE 4, 1981 

RECEIPTS EXPENDITURES 

Total 

Rs. 

Payee Date Amount 

Rs. 

Total 

Rs. 

469,628,010 Ghee Corp. of Pakistan 

Sub Total (a) 

Dec.29,1981 

Jun.26,1982 
Aug.17,1982 

Dec.1,1982 

10,000,000 

5,000,000 
10,000,000 

10,000,000 
35,000,000 

Pakistan Aqriculttiral Research 
Council Sep.22,1982 

Nov.24,1982 
Jan.29,1983 

Feb. 7,1983 
Jun.2q,1983 

400,000 
166,800 
166,600 

166,600 
900,000 

Sub Total (b) 1,800,000 

Federal Directorate of Fertilizer 
Import Jan. 4,1982 

Jan.31,1982 
Feb. 27,1982 
Mar.31,1982 
Jun. 2,1982 

153,975,559 
106,243,772 
42,467,752 
36,029,451 
7,184,981 

Sub Total (c) 345,90],515 

National Fertilizer Corporation Jan. 5,1982 

Jan. 5,1P82 
Feb. 4,1982 

73,440,236 

3,295,764 
10,190,495 

Sub Total (d) 86,926,495 

Grand Total (a+b+ci-) 469,628,0]0 



(B) UNDER PL-480 TITLE I AGREEMENT DATED APRIL 15, 1982 

RECEIPTS EXPENDITURES 

'Ibtal Payee 
Rs. 

584,396,721 Federal Directorate of Fertilizer 
Imports 

Total 

Date Amount 
RS . 

Total 
Rs. 

Jan.26,1983 
Feb.14,1983 
Jun.28,1983 

393,256,751 
80,084,305 

111,055,665 

584, 396,721 



RECEIPTS 

Total 


Rs. 


630,807,210 


C>TRIBAL 


(C) UNDER PL-480 TITLE I AGREEMENT DATED MAY 15, 1983 

EXPENDI'URES 

Payee Date Amount 

Rs. 

Total 

Rs. 

IRRIGATION Upto 3,31,1984 

Karachi Irriqation Project 

(Remedial work) 
Punjab Abbasia Scarp-VI 
Lower Rechna (Khair- ala) 
Fordwah Sidiqi 
Central Rabi Board Cantal (Pandoki) 
Lower Rechna (Remaining) 

Chashma Riqht Bank Canal 

20,000,000 

75,000,000 
14,201,00N 
15,448,000 
7,749,000 

200,000,000 

Sub 'Iotal (a) 347,398,000 

SPECIAL DEVELflMEMN PROGRAM IN 
AREASq AND BAMrJCHTSTAN 

Govt. of Baluchistan Auq.20,1983 
Nov.29,1983 
Jan.12,1984 

43,000,000 
43,000,000 
49,000,000 

Sub Total (b) ]35,000,000 

AGRICULT[URAL EDUCATION/ 
AGRICULTME TJNIVER3TTIES 

Aqriculture University, Tandojam 
University of AqricnlIture,Peshawar 
Agriculture University, Faisalahad 

Oct.31,1983 
Feb. 28,1984 

10,000,000 
5,000,000 
5,000,n00 

Sub Total (c) 20,000,000 

1X)PorATTON PLANNING 

Population Planning Program 75,000,000 

Sub Total (d) 75,000,000 



AGR ICULTURAL STORAGE 

Pakistan Aqricultural Storaqe and 
Services Corporation, Lahore 
Rice Expt Corp of Pakistan,Karachi 
Pakistan Aqricultural Storage ) 
and Services Corp,Lahore ) 

Sub Total (e) 

Hov.28,1983 
Jan.26,1984 
Mar.26,1984 

Apr.25,1984 

17,502,210 
1,250,000 
1,950,000 

3,900,000 

24,602,210 

EDUCATION 

University of Punjab (18 projects) Oct.31,1983 
University of Baluchistan(6projects)Feb.28,1984 

25,807,000 
3,000,000 

Sub Total (M) 28,807,000 

Grand Total (a+b:.-hl+e+f) 630,807,210 



(D) UNDER PL-480 TTTLE £ AGREEMENT DATED MARCH 20, 1984 

RECEIPTS EXPEND ITURES 

Total 

Ps. 
Payee Date Amount 

Rs. 

Total 

Rs. 

660,622,154 (I) IRRICATION 

-Chasma Right Bank Canal 
-Punjab Abasia (Scarp VI) 
-C.B.D.C. (Pandoki) 
-Lower Rachna 
-For(,ah Sidiqia 
-Kotri Surface Drains 

-Chotki F.G.W. 

Upto June 30, 131,866,000 
1985 124,114,000 

20,000,000 
24,100,000 
3f,000,000 
63,224,000 

31,000,000 

Sub Total (a) 425,304,000 

(II) PAKISTAN AGRCIJLT RAL RESEARCH4 

-Arid Zone Research Institute Upto June 30,
-Barani (Rainfed) Aqricul]ural 
Research and Development Project 
-Establishment of Tea Research Station 
-Coordinated Research Project of 

Saline Agriculture 
-National Out Reach Research Pc'oject 
of Soil Fertility and Fertilizer use 
in Pakistan 

-Farm Machinery Institute 
-Coordinated Research Project for 
Livestock Feed Research & Nutrition 
-Maximization and Strengtheninq of 
Research in Oilseed CroF-

-Crop Maximization Program for 
Improvinq Productivity of Wheat, 
Maize and Groundmt 

14,000,000 

5,500,000 
2,397,000 

1,000,000 

1,200,000 
4,500,000 

1,590,000 

1,000,000 

18,813,000 

Sub Total (b) 50,000,000 



(III) 	 AGRICULTURAL EDUCATTON Upto June 30, 
ARICULTURE UNTXVRSITIES 1985 

Agriculture University, Faisalabad 
 10,00.,000 

Sub Total (c) 10,000,000
 

(IV) POIPLATTON PLANNING 	 Upto June 6, 
1985 175,318,154
 

Sub Total (d) 175,318,154 

Grand 	Total (a+b+c+d) 
 660,622,154
 



0 

RECEIPTS 

Total 

Rs. 

(E) UNDER PL-480 TITLE I AGREEMENT DATED APRIL 28, 1985 

PROPOSED ALLOCATION OF PROCEEDS 

Payee Date Amount 
Rs. 

Total 
Rs. 

-Population Planning 
-Education - University and 
Higher Education 
-Agricultural Universities 
-Chashma Right Bank Canal 

Punjab Abhasia and Chotaki 
Fresh Ground Water 

130,000,000 

250,000,000 
20,000,000 

200,000,000 

200,000,000 

Total 800,000,000 



CHAPTER V: LESSONS LEARNED
 

1. 	 USAID technical offices should participate in the policy
 
dialogue.
 

In the last 
 two decades, since SHMs were required, the
 
Agriculture Office has made an important input 
into the PL 480
 
process even when leadership was taken by the Director's Office
 
or Program Office. 
 The PL 480 policy dialogue, which has
 
focused on agriculture, was facilitaed 
by drawing on expertise

from the Agriculture Office .and by use of other 
 fora 	and
 
activities in agriculture to support and sustain the dialogue.

However, given the large part of 
the total assistance package

going into agriculture and the resulting time demands 
on staff,
 
assignment of PL 480 management responsibility outside
 
agriculture, as was done 
in 1983, was a positive step in giving

the large PL 480 program the attention is needed and deserved.
 

2. 	 PL 480 should be integrated with other US assistance to
 
the extent feasible.
 

in Pakistan in the 
1980s this has been done on a rather limited
 
scale largely because of a Washington decision to prohioit
direct US assistance in oilseeds production. The two studies
 
financed outside 480, were to
PL which used facilitate policy
dialogue did suggest some directions to the GOP but this is
fairly limited integration. The FY86.program included new SHMs
calling for studies on agribusiness and small farmer credit.
 

These 	studies will support possible new USAID programs.
 

Some 	integration PL with other aid is
of 480 helpful. Most
 
consistent US agricultural development support has been in
water 	development, fertilizer expansion 
and research which have
 
been the major physical factors in agricultural growth in

Pakistan. Considerable PL LC been for
480 has used research
 
and water development along with other aid funds. Prices and

price incentives, which have been 
a major subject of discussion
 
in connection with PL 480 
and other aid, have been another key
factor. In general, SHMs related to vegetable oil are only
 
tied to PL 480, while those in other areas are more likely to
 
be linked as well to 
the CIP or other assistance.
 

3. 	 Large amounts of LC from PL 480 and 
other iid can cause

programming problems, especially for 
the host government.
 

Like Zamuia, the amount of LC in Pakistan coming from PL 480
and other US aid is sufficient to create friction and
 
resentment over 
 US involvement In its programming. Because
 
these loans are repayable in hard currency, HGs are inclined to
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regard LC as their own funds, use
to as they see best. In
 
addition, US involvement in programming represents foreign

control of a significant part of the flexible budget and also
 
creates uncertainties since US decisions could upset otherwise
 
sound budgeting practices. The approach of attribution with
 
some effort to increase allocation to a few carefully selected
 
areas in priority sectors seems most appropriate in these
 
circumstances. In addition, the decision to CIP imports
treat 

for the public sector as not generating LC helps reduce the
 
burden.
 

4. 	 A low profile in policy dialogue can work.
 

Pakistan and US aid representatives had a good working

relationship with respect to negotiating agricultural

development assistance and PL 480 agreements during the 1952-80
 
period. US development assistance in agriculture 
 and
 
irrigation development was 
large, on the whole well managed,

and was highly valued by Pakistani officials. The counsel of
 
US agriculture personnel 
was valtiod and policy dialogue was
fairly continuous between the USAID and the GOP. Evidence
 
indicates that many of the policy improvements made correlate
 
with suggestions put forth by the USAID representatives.
 

5. 	 Setting the stage was very important for PL 480
 
negotiations.
 

PL 480 self-help measures were generally well conceived and
 
most were seen as reflecting genuine US concerns over
 
development in Pakistan. In general, the US has 
considered the
 
role of the public sector too large and the private sector too
 
limited. Discussion in -advance of negotiation helped smooth
 
the path for PL 480 negotiations.
 

6. 	 Seif-helo commitments in agreements were taken 

seriously by the GOP and, with only a rare 

very
 
exception, the
 

GOP strove hard to implement agreed-upon measures.
 

Recurring problems have 	 The
included periodic GOP imposition of
 
restrictions on 
private wheat trade and private interdistrict
 
grain movement and occasional delays in raising wheat and atta
 
prices. In addition, the GOP has sometimes paid less attention
 
to implementation of the vegetable 
 oil strategy than US
 
officials felt was desireable given the magnitude of tne
 
protlem.
 

7. 	 Continuity in SHM is important.
 

In general, the self-help themes have maintained a substantial
 
degree of continuity from year to year and this continuity has
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reinforced US concerns in GO! 
eyes. Occasionally there have
 
been some sharp shifts, some of which, in retrospect, do not
 
seem justified. Oilseeds were put on tne agenda in 
1970-72,
 
dropped in 1973-74 in favor of wheat, became the major theme
 
from about 1975 to 1978, became only one of several themes in
 
1979-80 and then became 
the major theme circa L981. Then in
 
1983, 
the US declined to assist wi.h oilseed production as
 
planned. The two major breaks iL continuity in the vegetable

oil effort clearly slowed progress considerably. Production of
 
wheat, the principal crop and longest lasting theme, also
 
suffered some ups and downs, but benefited from greater

continuity of US assistar'e and support 
and, of course, from
 
being the number one GOP food concern. Some of the changes in
 
.SHMs reflect changes in the actual urgency of different
 
problemis, while others reflect 
either changed preconceptions of
 
urgency or changes in personnel on the US side. Some, of
 
course, reflect shifts 
in the political winds in Washington.
 

8. 	 Early food aid contributed to some of the problems AID is
 
now trying to alleviate.
 

In 1953, the food aid agreement imposed a requirement for free
 
distribucion of food to the needy. This necessitated some form
 
of government distribution arrangement. It is reasonable to
 
ask whether this is how ration-shop type operations got

started. We don'L nave a clear answer, but ration 
operations

did later come to dominate GOP thinking on wheat. The
 
availability of liberal 
PL 480 wheat financing also encouraged

long delays in raising prices of wheat (to hold subsidy 
costs
 
down) as self-sufficiency appeared to be in sight in the late
 
1960's. This failure to raise prices was a factor in the 
decline in the rate of growth in wheat production in the earLy 
1970's. 

Beginning with the over $620 million 
multiyear agreement in
 
1961, the US promoted large PL 480 financed sales of vegetable

oil to Pakistan, which Pakistan accepted, 
in part at least,

because of the resulting local currency which could then be
 
used for development. Whether cause and effect or not, it was
 
after I) consumption of vegetable ghee and oil imports had
 
grown large and was increasing rapidly; and 2) the US sharply
 
reduced PL 480 oil financing that the ghee industry was
 
nationalized. Thereafter price increases 
 were limited and
 
oilseed production declined while consumption grew rapidly.
 

9. 	 Simplicity and a 
sharp focus on self-nelp conditions is
 
very important.
 

When the number of themes in self-help sections or the number
 
of discrete self-help measures increases, attention to each
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declines sharply. The inclusions of a great many or very

complex benchmarks for even two or 
three SHMs has a similar
 
effect.
 

In 1979, when a shift was made from vegetable oil as the only

SHM to oil as one of six, it was interpreted by many GOP
 
officiais as clearly signaling a downgrading of the oil issue
 
although the oil SHMs which were folded into a single SHM, 
were
 
not greatly changed and most of the newly introduced issues had
 
been a part of US assistance for many years.
 

10. Changes in 
SHMs should be based on careful analysis.
 

Elimination of a self-help requirement should be based a
on

determination that a) an irreversible commitment 
has been made
 
to satisfactorily address the problem or 
 issue or b) it is
 
clear that a mistake was made in including the particular
 
measure 
 (the form is wrong, the solution called for is
 
incorrect, the priority is inappropriate, progress is
 
impossible), or c) the overall 
 in-country situation has
 
drastically changed. AID should 
require full justification for
changes in 
 SHMs. In Pakistan, as in the other countries
 
studied, the evidence indicates that when a self-help 
measure
 
was dropped, it was forgotten. Stability has many other
 
virtues. It demonstrates that the US is serious about the SHM
 
and that the US appreciates the complexity of implementation
 
and the length of time it takes to institutionalize the types
of changes stipulated. However, continuation of the same SHMs
 
also needs to be based on periodic review of relevance.
 

11. Time required for a dialogue argues 
for sharp limitations
 
on issues tabled.
 

Preparation for and conduct of responsible, professional level
 
dialogue on important issues requires consideraole analytical

effort and time from the USAID officials even when much of the
 
study is delegated to hired consultants. Successful pursuit of
 
a dialogue on important issues 
 also requires considerable
 
effort in identification of host government players, their

Positions and the mobilization of host government allies.
 
Inevitably, each issue up
uses some good will between US and HG

officials. It is doubtful whether the USAID, in a large
even 

mission like Isiamabad, has the time, the manpower and 
the good

will to open and maintain dialogues on ma3or new sets of issues
 
each year.
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12. 	 Use existing opportunities to develop clear multiyear
 
programs.
 

This is one of the very few countries where there is a very

specific multiyear aid commitment of which PL 480 is 
 an
 
integral part. However, AID aid not take advantage of this
 
rare opportunity to formulate, articulate and reach agreement
 
on a 
multi-year strategy and a clearly scheduled implementation

plan to accompany the aid commitment. In part, this resulted
 
from the sharp limitations placed on tne Mission's ability 
to
 
be responsive to identified assistance needs 
in the oilseed and
 
vegetable oil sector. The program would been
have stronger

with a clear multi-year time-frame and clearly defined
 
multi-year plans ana schedules explicitly included early in a
 
jointly prepared PL 480 program paper. In autumn 1984, USAID
 
did prepare a multi-year framework to 
use as the basis for
 
negotiating future 
PL 480 programs. The framework was sent to
 
AID/W and was the Most the in
shared with GOP. of objectives

this framework were achieved in 
the GOP's recent policy reforms.
 

13. 	 To be successful, policy dialogue must be supported by

strong informal professional relationships.
 

The entire pcocess of policy dialogue is more successful when
 
carried out in the context of professional discussion of
 
development needs rather than relegated 
 largely to formal
 
negotiations. Efforts to use leverage in the absence of tnis
 
adequate setting of 
the stage can be counter proauctive.
 

14. 	 Overriding political commitments can weaken the
 
development dialogue supported by PL 480.
 

Leverage and policy dialogue appear to be weakened by the US
 
commitment to a large multi-year program for whicn PL 480 is
 
counted upon by the US to 
make up part of the total package.
 

15. 	 As a tactic, USAID should strive to draw approaches it
 
supports from government plans or to have proposals it
 
originates accepted early and incorporated into
 
Government plans.
 

It then can agree to support HG plans and include their
 
implementation as a part of the justification for PL 480.
 

16. 	 Local currency programming can ne made more effective by

conforming substantially to the HG budget cycle, fitting
 
procedures 
to those used oy the HG and, in general,

permitting the to managed simply as
LC be as possible

given the HG systems of accounting and audit.
 

Over the years, the USAID in Pakistan has worked with the GOP
 
to design and implement approaches which do conform
 
substantially to GOP practices. This has 
facilitated program

implementation, especially 
since such large amounts of local
 
currency sales proceeds are involved.
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17. 	 The intervention of US ag:iculture interests in the

determination of the use of PL 480 and other 
agricultural

development assistance 
can have disastrous effects on US
 
credibility and prospects for program success.
 

In this case, it was the US soybean lobby which, as reported,

"advised" USAID 
to cancel its planned major support of oilseed
 
production in Pakistan. 
 The evidence suggests the primary

concern was with possible exports of soybean 
meal if Pakistan
 
were to make a concerted effort to grow oilseeds. This
 
concern, as noted earlier, seems to have been based on some
 
faulty 
 thinking about soybean production possibilities and
 
comparative advantage vis-a-vis other oilseeds.
 

Evidence indicates 
it was not the US soybean interests that
 
took the initiative on intervention, but rather the over

zealous 
lobbyists who represent US soybean interests. It is
 
unfortunate that lobbyists, 
with USDA support, were able to
 
stop assistance to oilseed production in Pakistan based on a
 
hypothesized threat to US farmers that does not stand up to

examination. This is 
doubly unfortunate in view of Pakistan's
 
political and trade importance to the US (including 
to the
 
soyoean industry). It may 
not be possible to deflect lobbyists

in cases such as this out more 
adequate analysis snoulo be
 
demanded before the field 
is surrendered.
 

The US appears to have used up some good-will in recent years,

both by refusing to support oilseed production, even with LC,

and more recently and pernaps questionably, by its efforts to

leverage the GOP to encourage and promote private traders to
 
import soybean oil meai under CCC credit.
 

18. 	 Donors should be very sensitive to the problems of 
tne
 
government in 
fulfilling reporting requirements.
 

At present, donors tend 
 to have different formats and

schedules. These together may become so time consiiming 
for the
 
host governments 
that their staffs spend much tine monitoring

and reporting progress when they should 
be attending to tne

weightier concerns 
of policy guidance, including implementation

of self-help measures. Conversations with both USAID and GOP
 
officials confirm that difficult reporting requirements cearly

detract from implementation of self-help measures. Such usage

of time is oouna to cause resentment and frustration among nost
 
country nationals, who may reveal their 
feelings in various
 
negative ways.
 

The schedule of 
reporting that has been established in Pakistan
 
placed an added burden 
on the Pakistanis. One example citeu as
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particularly onerous was the request for 
three reports on the
 
first day of the Pakistani financial year. GOP officials
 
promote the view that fewer reports or even 
one major annual
 
report would be adequate to meet reporting requirements. It
 
would be a worthwhile exercise for the Mission and the 
USAID to
 
review the issue of reports, looking in particular at
 
scheduling, frequency and format, but keeping in 
 view USAID
 
requirements. Based on this review, appropriate changes 
could
 
De made. Where specific data or data series are desired,
 
existing data series should be reviewed carefully and efforts
 
made to conform requests to existing series. Exceptions might

be made where lack of the data constitutes a handicap to the
 
host government's own management. Where data requested in
 
self-help reports are not tied into existing series, 
it would
 
seem reasonable that full costs and benefits analysis should 
be
 
made by the USAID for the new requirement before it is imposed.
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ANNEX A: SCOPE OF WORK 
- PHASE II QUESTIONS 

C.I. Description
 

The purpose of this 
contract is 
to assist FVA/PPE in
 
acquiring a 
better unaerstandiny of successful 
PL 480
prograinming processes. 
 In ooinu so, tne contractor snail

conduct case studies in three of the 
following five
countries: Pakistan, Zamo-,a, 
Haiti, Dominican Republic or
 
Costa Rica.
 

Case Study Aoproach and Duration
 

Each case study shall begin with 
cne collection and
analysis of oackgr,>und information or, the 
country program

in Washinyton, D.C. 
 This will include documentation review
and interviews with key AID, USDA, State Department and OMB
officials involved in PLthe 4d0 program in question. This 
pnase will take approximately 5 days per team memoer. 

After cnis ore-field analysis 
is completed, the study team
will proceed to tne country to outcarry field 
investigations, reviewing additional documentation,
interviewing key U.S. Mission and Host-Govecnmenz -officials
and visiting appropriate field sites. 
 Tne field work will
De carried out in 
approximately 15 working days per 
team
 
memoer.
 

Upon return 
from the field, tne team will 
review its
 
findings and prepare 
a draft country case 
report. When all
tnree case 
sLudies 
nave oeen carried out, and 
tne three
 
final case 
reports are pceparnd, the Contractor's core
tecnnircai stacf, 
 colaboratinu Wth
thte appropriate AIDofficer team melnoers will prepare a synthesis report,drdwiny out lssois learnec fr in Lie tnree cases plus the 
two Pnase 1 oilot cases. The synthesis will providerecoMnmeildatiois fo:" ma ,iny decisions aoout wnat kinds of 
self-help provisions are appropriate given 
a variety of
country environments, what kinds of 
mecnani.sms are
appropriate for prog:ra.nmi
tne y and monicc:ing of local
currency sales 
orocecs, and appropriate fne'nodologies for

evaluating program success. 
 A Strategy for dissemination
 
Of'conclusions will also oe 
inclued. Preparation of 
tne
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draft synthesis report will taKe approximately 15 working
 

days.
 

C.2. Work Statement
 

To accomplish the oo3ectives of this contract, the
 
contractor shall perform the following tasks:
 

Case Studies
 

I. 
Review and evaluation of data analysis underiyiny tne
 
PL 4d0 program. 
The 	study snail icenrry ana evaluate
 ce 	data and analyses which provide the basis for
selection of priorities and 
proposed PL 480 strategies,

negotiation instructions and the 
local currency use and 
related self-help conditions contained in annual PL 48U
agreements. Particular empnasis will oe placed on tone 
approaches used and assembly, processing and analyses
OL quantitative and qualitative intormation. The 	stud,

shall 
include methods used oy Missions to assemnle and
 manage tne process, 
the roles of various entities and
 
adequacy of data and analytical techniques to suppot
alternative program directions. 
 The 	study snail be

particularly sensitive to innovative methods used inmoilizing and deployiny Mission-provided analyses,
collaboration with host country and other donor.

institutions and resource people to metnoas used 
Ko
 
overcome data 
limitations frequently enccuntered in
developing countries. 
 The study shall identify areas
 
where data and analysis mighc be strengcnened and, 
to
the 	extent resources permit, 
it will assist in
 
strengthening data and analysis and improving
 
mechoaology.
 

Review and evaluation of underlying deta anu analysis

snail include, as appropriate, examination of 
relative
private and puoiLc roles in ayricultural production and

marketing, pricing at 
ooth consumer and proaucer levels 
and adequacy or tne pricing system and price incentivesto achieve higner gross output cates 
for 	key

agricultural commodities. 

2. 	 Review of Negotiation and Monitoriny Process. The
study shall identft roles piayen and processes by
wnich: 

a) 	U.S. 
positions were developed on different issues;
 

b) tne discussions were carried out witn host
government officiais at 
different levels, and
 

c) 	specific PL 48-
 seif-nelp terms were negotiated.
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It snail examine also, though in less detail, roles and
 
proficiencies on the nost government side. 
 The 	study

snail review provisions for self-help reporting,

self-help reports submittea and other methods used by
Missions in monitoring self-help performance. It shall
 
review action that were 
taken when self-help conditions
 
were not met. Wherever possible and within the
 
constraints o. data availability, impact information
 
will be assessed.
 

3) 	Review of Local Curency Aoolications. The study snail
 
identify and evaluate:
 

a) tne specific terms ana conditions for application
 
of local currency proceeds generated by sale of PL

4dO-financed commodities.
 

D) 	 procedures actually employed in managing local 
currency, and 

c) 	 timeliness, adequacy and, to extent possible,
tne 

results of specific local currency applications ano
reporting oy host government. it will also review
 
a-ssignments of responsibilicy and roles played in

local currency programming, disoursement of funas,
 
audit, reporting and local currency monitoring
 
Within Dorn U.S. Missions and nost countries.
 

Issues to be Addressed, With lIustra:ive c(uestions
 

The issues and associated questions wnich follow are
 
derived from tne Contractor's experience 
in carrying out
 
tne two pilot case studies. They are grouped according to
 
broad issues about orogram definition, identification of

self-nelp measures, negotiation techniques, participants
 
and outcomes, implementation issues--including local
 currency programming and monitoring-- and evaluation. 
 This
 
list is meant to be illustrative, and will De adjusted in
advance of each country visit in accordance wlth tne 
information gatnered and analyzed before departure aboji 
tne 	specific case to oe studied.
 

Identification of self-helo provisions:
 

I. 	On the oasis of what kind of analysis witnin tne AID
 
Mission, or tne Droader U.S. country team, 
were key
self-ne>n provisions identified? Wnat analysis from
 
the host government?
 

2. 	If this analysis was cursory, and based on 
generalized

feelings aoout wnat tne nost government snoula oe doing
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aoout development priorities, was 
there consensus 
within the country team that these generalizations were 
correct and relevant? 

If not, wnat kinds of steps 
was 	the AID Mission aole to

take to see that its view of the situation prevailed?

Was 	it successful in this?
 

3. 	Within the U.S. country team, what role did
 
personalities play in 
tne 	identification of proposed
self-help provisions? E.y., nad the Amoassador already

identified some agenca items that he/sne felt snould
 
redeive leverage through the PL 48U program process?

Was the relationsnip oetween 
tne 	Amoassadoc and cne AID

Director such tnat there was 
a clear division of laoor
Detween them that was maintained wnen it PL 480
came to 

matters?
 

4. 	For the purpose of developiny a country-team stance on
self-help provisions to oe proposed to tne host country
government, who asked to do the technical analysis?
Within the A:D mission specifically, did this analysis
come from the agricultuLe office, from the 	pcoam
office, or from a combination of botn? if tne latter,and 	 where tnere was disagreemenc, wnich analysis
prevailed, and who made the cecision?
 

5. 
To what extent was t.e identification of proposed

self-nelp provisions part of orcader atcempc at
o
addressing developmenc policy within the host country
government? That is, was there an on-going policy
dialogue of any Kind of wnicn becametnis a part, or 
from wnich it was drawn, or were the PL 480negotiations ac noc, or pernaps toe only venue for SUCh
 a dialogue?
 

6. 	On tne host government sice, wnicn entities were

approacned, and at wnat level during tne identificacion 
process? Was tne process a joint one from tne
 
oeginning, or 
did 	the U.S. team develop its own
proposals first "in-house" and tnen see. an HG
 
interlocutor?
 

7. 	Who was allowed to spean for 
tne 	HG about possiole

self-help provisions at tne te-nnical level, at thepolicy level, overall? How many HG entities were 
involved in the 
initial stages of discussions?
 

did
8. 	How well these HG entities understand the concept
of self-help provisions, and how seriously did 	 theytaKe tnem once 
tney were understooo? Also, how well
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did 	they understand the inte'rnai structure of 
tne 	U.S.
country team and the power 
relationships within 
it? 
Did 	they, for example, try to 
restrict discussions to
tne 	AID tecnnicians tney were 
used to or,

alternatively, did they seek 
to involved others in

hope tnat broader political concerns 

the
 
couid be brougnt
to oear in order to reduce the onus 
on tnem to taKe 
the


E rocess seriously? 

9. 
What nad been the history of requirements for self-nelp
 
measures in prior 
PL 480 negotiations, and now did this

affect subsequent negotiations?
 

10. 	Did the HG officials involved tend 
to sticK to the
analysis underlying or set fortn 
in tne contemporary
 
five-year plan in addressing seif-help 
issues?
 

11. 	Was there reference from ei-'
er o the parties to the
 
actions and expectations of other donors in 
identifying

appropciate self-help provisions?
 

Negotiations of 
selt-helo ocovisions:
 

I. 	At wriat point in tne negotiations Jid local curcencv
 
sales ooceeds and their attrioucioi oecome an item of
discusion, and did this pose prolems in 
terms of
 
yenerating and agreement 
on self-help provisions?
 

2. 	Dur ng negotiat-ons, ware side
new 	actors :rcrmi eacn 

orougnt into tne process depending oniy how the
negotiations were faring? ;,ere appeals mace to nigner
autnority on 
one 	side, or on born sides? Dia this
depend on tne funding level of 
tne 	PL 480 program being

negotiated, and 
on its visioility, or rather did it
depend on 
genera! power and aurnoricy relations on both
 
sides?
 

3. 	 Did tne memoers of the U.S. country team wno were 
involved have 
a good understanding of
aecision-maKing process on :ne HG side,

tne 
and 	of the HG 

budgeting process 
as this re1ated to the PL 430 
agreement under 
tne 	discussion? Were there any

surprises in 
this area? Did cnere appear to oe good
communicatlon about 
tne 	basic premises uncerlyi:ig

discussions of ool cy 
issues anc relatec financing
 
questi!ons?
 

4. 	What appeared co oe tne 
role of otrer donors, and/or TA

advisors to tne 
HG entities involved, ana tneir impact
on the negotiation process?
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5. 
How 	much did AID/W guidance, and/or State Department
concerns, enter in both in 
terms of tne content and the

style of tne negotiations? 
 Did 	this have a particular
kind of impact? E.g., 
if AID/W was saying that
 
self-help provisions and verifiaole bench-marks were

important, was there a diffecent, more political
message coming from the Embassy? Alternatively, was
AID 	trying to get State to 
focus on the implications of
the 	PfL 
480 	program for broader political concerns?
 

6. 	How important a role did the 
HG Ministry of Plan and/or

Ministry of Finance play in 
tne 	negotiation process,
vis-a-vis tnat of 
the 	Ministry of Agriculture or ottner
line ministries? 
 What aoout tne central oanK?
 

.7. How much did tne U.S. wind up giving in regaraing

verifiaole self-help provisions in order 
to get an
agreement signed? 
 How much did the HG representatives
 
wind up giving in?
 

8. 	To wnat extent, when agreement was reacned, was there
 
anything substantive and verifiaole left in
self-.help provisions? If 

the
 
tnere was little left, was it
the 	joint intention to 
try to again next year or merely


*to give a sign of relief, and go aoout Dusiness as
 
usual?
 

9. 	In the view of 
tnose who were involved, what would have
improved the quality and tne 
outcome of the negotiation

process?
 

10. 	What would hale improved it in the view of 
the
 
evaluation teizh7 

Implementation, Monitoring and Evaluation
 

I. 
Were there serious delays in signing the Agreement?
Were there serious delays in the arrival and/or sale of
the 	commodities? If so, why? 
 if so, what were the
implications of 
these delays for implementation in
 
general?
 

2. 	Given arrangements made in 
the negotiation process foz

monitoring and evaluation during implementation, was
the appropriate level of interest and effort maintained.
 
during 
tne initial stages of implementation?
 

3. 	If proolems arose in implementation, was there a

mechanism in place for 
their timely discussion and
resolution, or 
did tnis have to await tne arrival of
 
scheduled evaluations/reports?
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4. 	Did implementation and inonitloriny of the PL 48U program
 
assist the AID Mission in carrying out its other
activities in 
tne same sector or sectors, or was tnere
 
Iittle feea-through from one 
or tne other? Were the
 same 
people involved in monitoring both aspects of the
 
AID program or 
were they operatea separately the
 
ma3ority of tne time?
 

5. 	 Wias there any kind oE monitoring other than that
 
connecied with the programming of local currency
 
proceeds? If so, what kind; if not why?
 

6. 	Was monitoring and evaluation seen as a concern
 
primarily or exclusively of the U.S., or 
was 	it taken
 
seriously Dy the HG as well?
 

7. 	Were outsiders brougnt in to facilitate monitoring and

evalaution, and if so, 
was 	tnis helpful in leading to
 
success in problem resolution and redesign wnere
necessary? Was it harmful to continuity or nelpful to
 
provid. an institutional memory when AID and HG staff
 
cnangei?
 

8. 	Were the 
self-help provisions' bench-marrs sufficientiy
 
veriflaole such that monitoring and evaluation were
 
facilitated?
 

9. 	What happened wnen monitoring or evaluation showed that
 
the oencn-marks or targecs were not being met in a
timely manner? Were they revised, were tney ignored, 
on what basis and how? 

I0. 	Were tnese oeric-i-inarKs conceived of as success
 
measures, or were three other mutually-agrEed measures

of success? 
 How were these estaolisned, and now much
 
consensus was there aoout 
them? We:e they technically

defin2d, or were 
tney framed in terms of broader policy

considrcations?
 

Redesign
 

I. 	Was the provision made for 
a formal redesign process,

with which the HG was in agreement? What were the
 
criteria established cn 
the 	basis of which redesign

would be called for? Who had tne 
rignt or authority to
 
call for it?
 

2. 	Who was involved in 
carrying out the redesign? AID
 
Mission staff? Consultants? Host government

implementing agency? Others?
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3. 
What latitude did the Mission nave in deciding whether
or not to 
prepare a completely new program paper rather
than an amendment? What was 
tne 	nature of the
 
regotiation process in each case?
 

4. 	Where there was 
redesign, were relationships with the
HG fostered or harmed? 
 On what does the answer
depend? How much was 
local currency programming an
 
issue here?
 

Local Currency Proceeds
 

Programming:
 

1. 
Did 	the agreement specify the applications of the LC,
and 	how LC allocations would be 
tceacea in botn the
host country budget 
and the accounting and auaiting

systems? Did tne agreement specify now and when LC
 
would oe disoursed?
 

2. 	Are USAID personnel 
included in pcogramming activities
at the milistry level? 
 Co-programming allows the USAIDto follow ani influerce projects more often and bee rthan during the annual reporting period. 

3. 	Has the HG established tough, out atcainaole self-elp

targets?
 

4. 
Are 	there specific, sufficiently detailed plans for
"projects/pcograins on which LC will 
oe spent, prepared
before agreements are signed?
 

5. 	Do both 
the 	host country government and 
tne 	USAID have
a 'planning action schedule" specifying what each will
do when? Is there a ceorainating group
(government-USAID) with 
a coordinator named by the
implementing ministry 
- who monitors, convenes 
the
parties, reviews, resolves proolems, and who assemblies
reports of various action agencies and integrates them
into interim and final 
reports?
 

6. 	Do host country implementing agencies have sufficient
manpower/expertise to 
do detailed project planning,
project economic/financial analysis, azid 
to establisn
and 	carry out implementation plans? 
 Can 	tney estaolisn
a management information and control system to provide
planning, control and evaluation? 
 Should AID devote a
part of LC to 
strengthen implementing ayency expertise

in tnese areas?
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7. 


8. 


9. 


10. 


11. 


12. 


What kind and amount of assistance and guidelines do

"staff" (as opposed 
to "line") ministries/agencies

(e.g., Ministry of Planning, Ministry of Finance,

Ministry of Foreign Affairs) offer implementing

ministries/agencies in the 
preparation of budyet

proposals so that proposed uses 
of funas (including PL
480 Title I) fit into the overall economic develcoment
 
plan of the country and nave the best chances of
 
approval?
 

The large and fragmented conglomeration of government
 
agencies and parastatals reporting to different
mini.stries involved in agricultural development has
 
substantially complicated tne 
processs of reaching
agreement on program objectives and implementation

assignments. 
 What kind of coordinating mechanisms have
 
USAID and the HG estaolisned?
 

Do the USAID and the host country government come to an
early understanding as to priorities 
in the use of LC

which directly support specific self-help measures of
 
the host country, and are chere sufficiently

well-analyzed and prepared high-potential

projects/programns ready 
to be funded, i.e., is toe
 
"agreement programming" rather 
tnan "ex--post
 
programming"?
 
Is there written understanding between the two parties
 

as to when LC is released co implementing agencies,

what documentation is required, and what budgeting,

accounting and auditing procedures ace 
necessar to
satisfy AID?. Is tnere a mechanism wnereoy tone 
 wo
 
parties can hold LC "in 
escrow" until decisions

regarding specific allocdtions can be made? For
 
example, in Tunisia, the Minstry of 
Planning stated tne
Ministry of Agriculture had not sufficiently analyzed

toe question of establishing service cooperatives for
small farmers (toe subDect 
on the 1984 supplementary PL
 
480 Title I agreement) nor had it identified and
developed adequate implementation plans. Thus, the LC
 
generated has not yet "reached" the Ministry of
 
Agriculcure. It is in escrow.
 

Is the host country resistant to specific programming

of LC? Is there host country resistence to the concept

of additiorialicy? 
 Does the host country understand the
 
concept?
 

Does the PL 480 program have quancified measuraole
 
targetz which are additional? Does it ensure that tne
poor people in the recipient country will be 
the major
 
beneficiaries?
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13. 
Does the message of additfonality, specific programming

of LC and monitoring get across 
to all concerned
ministries? Seemingly, it did not 
in Tunisia because
MOA did not convey the messaye to MOP.
 

In the case of Cape Verde's PL 480 Title II, 
Section
 
206 program, the lack of initial understanding caused
some confusion, and seemingly some resentment 
in that
the Cape Verdeians felt 
tney were being "dictated to.*
 

Management
 

1. 
Is the host country accounting ane, auditing system

adequate for AID purposes?
 

2. 
Does tne Mission do regular on-site inspections of a
representative sample of self-help activities financea
from Title 1 LC sales proceeds?
 

3. Is 
tnere a procedure established 
to record tne progress
made toward projerc goals and uses made of 
tne local

currency? Than a seif-nelp project is 
tied-in with one
of USAID's regular projects, does it 
receive adequate

overview as 
a result of oeing attacned to the regular
 
project?
 

4. How soon after 
receipt ot.U.S. commocities do
 
implementing agencies receive authorization to spend?
 

5. Does the 
Mision receive timely, fr.equenc reports from
 
each implementing host country agency 
on how monies
have oeen used? 
 Does the Mission receive and end-use
accounting for 
eacn PL 480 activity?
 

6. 
 To what degree does the USAID manage PL 48O-generated

LC? Is management limited to 
monitoring t budgeting
and host country acplicazion of LC, do-£4
or it extend
 
so far as 
offering technical assistance, training
and/or other forms of 
support to 
LC financed activities
 so as to enhance their 
cnances of success?
 

7. Whac provision has been made by 
tne USAID to ensure
 
continuity in dealing with 
the host country government,
in progrdinming and in managing the PL 48U program?

This question is asKed oecause USAIOs experience

turnover in personnel, often rapid ana 
frequent.
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8. 
What is the accounting transactions procedure by which
LC is made availaole to the implementing

ministry/agency? 
 Is it availaole almost immediately to
.he Ministry of Agriculture as in Tunisia, or does

availability of LC depend on 
the aoility of, and time
for, tne commodity-selling ayency to 
see the products

and get paid for its sales - as in Cape Verde?
 

9. Has tne Mission examined the pros and cons 
of a special

account 
or special mechanism which gives the Mission a
greater degree of control and monitoring, and makes the
 
host country strictly accountable to the Mission for
the PL 48U funds? 
 Did the Mission do this priority to

the institution of a PL 480 
program; is it considering
asKing/requiring the host country to 
estaolish a
special account for an on-going PL 48U program?
 

*Political Economy
 

1. How closely attuned is tne AID Mission to
"political economy" of the
the host country's economic
 
development strategy as 
well as its financial/budyetarv

decision-maKing process? 
 Who makes the decisions, how

do the decisions come aoout, what is the prccess,

calendar and sequence of budget preparation, review
change and approval (disapproval)? (Often a country

has its official Ofive year plan" *as well as an
unofficial, unwritten olan. 
 The unwritten plan usually

is the operative one). 
 Wnat are the priorities as to
Prolecs/programs likely co 
be funded, e.g., Tunisia
 
uses and A, 3, C method, i.e.?
 

A - 1st Priority - Those projects/actLvites already

underway are reviewed individually for future funding.
 

B - 2nd Priority - Those projects wnich 
are new, have

been approved by the Ministry of Planning, but which
nave not yet been started. If sufficient funds are
available, tney wL1l be undertaken.
 

C - 3rd Priority - Those projects which are new, have

been through the planning and approval process at the
Ministry of Agriculture, but whicti have not yet Deen
approved by the Ministry of Planning.
 

2. What ministry/depar tment acts as 
allocator of resources

for an implementing ministry's investment budget, and
its operating Dudget? 
 In Tunisia, for example, the

Ministry of'Finance only has say-so over 
another
 
ministry's operations budget *and acts largely as 
a
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controller and auditor. 
 The Ministry of Plan controls
the allocations to implementing ministry's investment

budget. 8y contrast, in Morocco, the Ministry of
Finance has a great deal 
more authority, with 
tne

Ministry of Plan playing a largely analytical and
Rstaff" 
role.
 

3. 
What are the roles of the Minister of Finance, Plan,

Industry or 
Economy, Interior Foreign Affairs? 
 What
are 
the roles of key parastatals as operating

entities? Do 
they have a policy voice?
 

4. Does the resource-allocating ministry provide guidance

for the implementing ministry regarding budget
preparation and cnanges during 
toe budget process?

What degree of negotiation is possible at 
various

points in 
tne oudget process, between whom, at what

levels, and does the implementing ministry have
resources 
to nigher authorities should it 
feel very

strongly that 
an 
initially disapproved proJect/program
 
Snould be carried out?
 

5. Are donor funds (including U.S.) fungible, i.e., 
are
tney, for example, commingled in one development

account 
such that th ey lose their identify and such
tnat, effectively, U.S. funds may De 
usea to support

other donor(s) programs(s) witn "repayment' to 
tne U.S.
 
fundea .pcoject(s) to come at 
a future date?
 

In the Mali Title II, 
Section 206 example, funds are
accounted for separately, but all donors wnich are
 
parties to 
the PRMC must reach ccnsensus aoout how
acounterpartm 
funds 
are spent.
 

In the 
case of Cape Verde, almost all development
activity is completely donor-funded, and because of

different funding modalities among donors, there are
Lags in the flow of 
funds to projects - some of wnich
 
make frequent, regular demands on 
the overall funds

flow, i.e., 
projects with neavy lavor cumponents.
 

In Morocco, at least up to tne 1983 
PL 480 Title I
Agreement, funds generated from sales of PL 480 grain

could oe 
and were attriouted to counterpacc funding of
otner donor activities. 
 The 1983 agreement saw

concerted effort on 
tne part of the USAID to program
proceeds toward HG counterpart contrioutions to
USAID-funded projects.
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Other
 

1. Is the objective of a PL 480 program largely political,
 
market development, or agriculturil development? If 
the objective is principally political, then USAID
 
would be unlikely to insist on scricc programming,
 
'monitoring and accountability.
 

2. Is the financial size of the hose country self-help
 
measures relative to the LC generation from sale of PL 
480 commodities so much larger tnan the Misston feels
 
constrained to insist on planning, programming an 
monicoring the LC proceedis? 

A-13 

61 



ANNEX B. OTHER DONOR INVOLVEMENT
 

Nearly all bilateral and multilateral donors active in Pakistan

have programs in either 
 agriculture or rural development.

Individual countries involved include Australia (sheep and wool
 
development), Canada (research, irrigation, drainage, rainfed
 
agriculture), Germany (livestock and 
forestry development), the
 
Netherlands (fertilizer, veterinary activities, irrigation) and
 
Great Britain (irrigation and drainage). USAID and the two

major multilateral donors, the World Bank and the Asian
 
Development Bank (ADB), are involved in nearly every major

agricultural sub-sector, including food policy, irrigation, 
and
 
agricultural education, research and extension.
 

Coordination among the largest donors 
takes place on both a
 
formal and informal basis. There is substantial agreement

within the donor community on the basic agricultural re-orm
 
agenda as reflected in the GOP's revised action plan (1979) 
and
 
national agricultural policy (1980). The USAID pioneered the
 
development of an on-farm water management 
(OFWM) program in
 
the 1970's which later receivad extensive World Bank and ADB
 
support. Many of the concepts developed under OFWM are also
 
being implemented under an irrigation system management 
(IS])

project co-financed by the USAID and the viorld Bank. In

addition, the USAID along with the World Bank (ana hopefully

ADB) share nearly identical views on The institutional and

policy reform measures needed to strengtnen Pakistan's system

of agricultural education, research and extension.
 

Macro level policy objectives are stated most clearly in

balance oE payments support agreements such as the world Bank's
 
agricultural 
sector loans and USAID's PL 480 and Agricultural

Commodities and Equipment (ACE) programs. While mutually

supportive of initiatives taken by individual donors, an
 
informal "division of labor" has also developed. The USAID is
 
most active in discrete sub-sectors such as policy dialogues on
 
edible oils and fertilizer, while the World Bank takes the lead
 
on sector-wide pricing and resource mobilization issues.
 

The World Baak and ADB are both presently preparing reports 
on
 
the oilseeds sector. 
 In this effort, they have both consu'ted
 
with the USAID not only in 
 sharing technical information
 
relevant to the 
sector, but also with respect to the policy

reform agenda (i.e. 
liberalizacion and privatization) for which
 
they have given indications of support.
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A. Proposed IBRD Oilseed Project
 

1. IBRD Diagnosis
 

During the 1970's 
and early 1980's domestic production of
edible oil stagnated at approximately 200-250,000 MT a year
while consumer demand expanded from 250,000 
tons in 1971 to
 
over 800,000 tons in 1984 and 850,000 MT in 
1985, and increase
 
of 8-9% 
per annum. To fill the gap, imports increased from

46,000 tons in 1971 to 120,000 tons in 1984. in 84/85, the

foreign exchange bill on edible oils was about US 
 $500

million. The Plan
Sixth (1983-88) 
sets a goal of containing

imports at 600,000 MT/year; and 
analysts, including the recent

IBRD team, consider it possible to meet 
all or most needs

locally. The 
IBRD team noted "the edible oilseeds sector is

highly regulated at all by a of
levels range policy controls

and direct interference 
with market forces which has dampened

incentives to oilseed production 
and more directly private

sector investment. Many factors combine 
to constrain expansion

of the edible oilseed sector. On the technical or agronomic

sioe, these include: a) a limit to the of seed
supply cotton 

oil; b) lack of familiarity of Pakistan's farmers to 
 the
non-traditional 
oilseeds; c) stagnating production and the lack

of extension efforts; d) lack 
of high quality soybean and

sunflower seed innoculum
and industries; e) lack of mechanical
 
threshers for sunflower and 
safflower varieties; f) a low level

of 
processing efficiency for low pressure mechanical expellers

(75-80% of total 
crush); g) the low level of efficiency of the
solven. extraction plants; and lack a
h) of coordinated
 
research, extension 
 and market support program for the
 
non-traditional oilseed crops."
 

2. The IBRD Project
 

An IBRD team started work 
in 1984 on design of an agro-industry

project. The team spent 
 a month in October-November 
1985
working intensively on the project. During that time, the team

concluded that the project should 
 be limited to oilseed

production and processing. However, they were 
concerned that
 
some policy 
reform will be needed before the project can be
implemented and were undecided (in October 1985) whether 
to

proceed further, or wait for reforms. The oolicy reforms it

considers essential 
include:
 

o Deregulation of retrail 
ghee prices
 

o Removal of restrictions on private oil imports 
 and
 
elimination 
of the euible oil allocation system ro ghee
 
mills by the GCP
 

B-2
 



o 	 Promotion of oilseed production and strengthening of
 
domestic market for oilseed and oils. Recently, the GOP
 
monopoly in cottonseed oil buying was ended. New ghee
 
plants are now being permitted only in the private
 
sector. Imported palm and soybean oil are cheaper than
 
domestic cottonseed oil. Cotton seed oil currently is
 
quoted at Rs 7.9 to Rs 9/Kg -- about US 20-23 cents/lb 
which is close to the world market cost C&F for US soybean
 
oil.
 

The proposed IBRD Project would have 4 major production
 

components:
 

o 	 Oilseed extension activity
 

o 	 On-farm demonstrations
 

o 	 Provision of high quality seed
 

o 	 Research on oilseed production.
 

The production oriented activities would receive 15-20 million
 
and about 30 million for a line of credit for processors. It
 
is recognized that a major problem is marketing and price

incentives. Since there is a large amount of excess processing
 
capacity, the major demand for funds initially is expected to
 
be for improvement in mills to increase extraction rates as oil
 
prices rise (to an estimated Rs .365 Md (Rs 9.7./Kg), which is
 
about US 28 cents/lb).
 

Favorable recent actions include the decisior) to deregulate the
 
monopoly purchase of cottonseed oil by GCP at a fixed price and
 
a substantial increase in non-traditional oilseed procurement
 
prices for 1985/86.
 

The IBRD team appears to conclude that, in the immediate
 
future, oilseeds are unlikely to be able to compete 
more
 
effectively with traditional major crops (wheat, cotton, rice,
 
sugarcane) and fruits and vegetables. Hence, the, must find an
 
open niche in the existing rotations. The following

opportunities have been identified in the four provinces.
 

Punjab
 

Emphasis on sunflower as a spring crop sown in fallow areas in
 
January-February, mainly after cotton in the southern zone of
 
Punjab. Six districts, whicn together have 1,109,000 ha of
 
cotton, nave oeen specifically iuentified. On 660,000 ha of
 
this tota~l, wheat follows cotton but on the 450,000 which is
 
fallow, sunflowers might be grown.
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Sind
 

In lower Sind, sunflowers might follow 
rice on some 50% of
120,000 ha 
now left fallow. Due to shortages of water, tne

planting of wheat following rice produces low yields and might
be partially displaced. Safflower is 
a more likely prospect
for following rice on some 90,000 ha in upper Sind, 
but some

sunflower might be grown. Safflower involves a special problem

in harvesting because of its spiny nature.
 

Baluchistan
 

Safflower on 
areas with too littiL moisture for wheat offers
tte best, 
though quite limited, prospect. Because of moisture

limitations, only half of the 1,445,000 
ha of cultivated area
is planted 
on a given year. Safflower, which is deep-rooted

and drought resistant, might be grown in some of this area.
 

NW)FP
 

At present, some 4,000 ha of soybeans are grown and soybeans
appear to offer 
the best prospects. At lower
the elevations,

it might be grown as 
 a spring crop, planted in Februacy
following the vegetable and sugar cane harvests (25,000 na) 
or
interplanted with a cane ratoon crop (up to 90,000 
ha) and
irrigated. In nigher elevations, it might be (summer)
a Kharif 

crop with or witnout irrigation. 
 In some of the hill
districts, it might be interplanted with fruit (15,000 ha) 
or

maize. Opening of additional cotton and in
rice D.I. Khan
with completion of the Chasma Right 
 Bank Canal would add

100,000 ha of rice and cotton, 
which might be followed in part

by soybeans.
 

COMMENT:
 

All told, there would appear to be 500,000 to 1,000,000 ha on
which non-traditional oilseeds could be fitted 
 into the

rotation with good research, extension, improved marketing and
other measures. The potential 
at 1-2 MT/ha could be 1,000,000

to 2,000,000 MT of increased production of oilseed and increase

in vegetable oil production of 300,000 to 600,000 
MT over a
period of a decade or so. 
 Improvement in processing of
currently produced oilseeds could add another 
100,000 MT to oil

production from current oilseed production.
 

B. ADB Planned Project

The Asian Development Bank had an oilseed production 
pro3ect

under consideration, but has since aropped the idea.
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ANNEX C: 
 SELF HELP MEASURES
 

1 1980 

Item V. Self-Help Mcasurtct,: 

A. In implementing the following self-help easuretj paecificernphasis will be placed on contributing directty to ddv..Lop,,ntprogreas in poor rural ,reau and on einabling dic poor Lo pIarticiputo,actively in increaui;; agricultural production throulL uznall farm 
agriculturo. 

B. The Govornrncnt of Pakititan agrucu to: 

1. Wheat PriceP.'olic v 

(A) The GOP, recogrtizing the importance of adcequat- wh'oatfloor prices to asuure cufficint financial returnu t , LoduCe,..o inthe face of other rising costi, will announce . raias ia the ,vheatprice for its domesitic procurement not later than uowizvd tira(September, 1980).. Moreover, thte GOP, recognizing ti. nt ca1i::,'of controlling the uubijdy for r'ation shop offtaku, will rutio thoration shop atta tot.r'ice a lovl at leatt equivalent to ate doz'n -itic
wheat procurn'ent price.
 

13enchma..ks: 
 The GOP will (a) announce thj new domreucjwheat procurement price as soon as practicablc hut not later thanSeptember 1, 1980; (b) announce the new ration ihop atta price ZLsoon as. pradticable but not later than September 1, 19g0; and(c) make adequate funding available to maintain the durr.,rstirL:
procurement floor price throughout the year. 

(B) The GOP %.,illcontin ue its effort6 to provide an offectivefloor price for wh-at pi.oduct.:, :, giving pa. Jaular at...It-ica t itsimpact on 'lhu tnallur producing unitsi. IL,. f1oo pric., prog1-Lrrn willbe dcigned to'pt'ovide cff,ctivaan and accub ibt. mrkct, fcpc:ity!1at th, tiLme of harvest arncl ov.r Ihe .irut few 'ici,e f. eraftcr for aiLwheat produccrt in Lh cuuLI y. P Ar tic i LAtiU i th11 LIll )producers will be 
)CC 

voluntary in al rcipccts and thib fact "w.'iL. bucommunicated to all officials in the GOP', Food Dtpartc.er:t. Widepublicity will be given to the voluntary naLure of this progra.. 

Benchmarks: An astjment of the numberof procurement d'ations as comparea 
and locatic 

with prior yuars and how wellthe Governmont hat] succcedecd in maintaining minimun floor pricewill be made. 
a 

The nurber and location of these procurernonc 1tationd 
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will be such as to assure farmers have access to &.e utablished floor 
price. 

2. Ration Shop Syttern 

(A) The GOP is committed to roduce ration shop d> tribution, but in any case, it will not exceed during the 1980/81 crop year the offtake ceiling
of 3. 277 mil'lion MT established in the January 29, 1979 Title I Agreoment. 

Benchmarks: If tha ration shop system continues over a period
of time, the offtakc.in each crop year will not exceed the cuiling established
in the January 29, 1979 Title I Agreuemnt, and tho GOP will aaek to roduce 
the amount of ration shop distribution each year. 

(B) The current campaign to eliminate bogus cards will con',tiue to
be pursued vigorously. Progress will be reported by Supturnhor 30, 1980. 
The GCP will provide fo rrnation on the number of :.cw cards izsued, 
te number of bogus carda climinatod and the net change. 

Private Grain Trade 

The GOP agrees to maintain the free and unrestricted int-r-ditr c
movement, buying, selling and dtorage of wheat within Pakistan, exceptunder emergency conditions as defined in the Title I Agr,.ement of 
January 1979; provided, however, that a rebtriction could be placed on 
the movemdnt between provinces of whole wheat grain by the private sector y
road in order to m-inimi',e the chances for ilegal rnoverndnt of v'ieat acr. : i 
international borders. 

Benchmarks: Federal and Provincial Governments wiA Lrrnpose 
no restrictions in the transportation/movem'ent, buying, selling and 
storage of wheat during the course of this Agreemnent. In the event theGOP determines emergency conditions warrant temxporary imposition of 
restrictions, the Mission will beU. S. notified prior to the
 
announcement.
 

4. Fertilizer ".upply, DiUttibutiu1 L11d P[ricri 

(A) The GOP will make available nuccaury fureg i exch. nga
for fertilizer imports which will, alozr with dorriMtic production,
provide adequato supplies to meet projected domand for fertiiizer ad
r-roJoctod by the Nationl Fortili.,cr Devolopmont Can.tocr (NFDC). 
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It will also review the number and locations of fortilizur salea 
outlets and encourage expansion, to th. degree noccusary, to 
provide easy accests to thu consumer. 

Benchmarks: The GCP undurtakae to take all pouible 
measures to -enLure that by September, l980 in-country sitocks of 

phosphatic and nitrogenous fertilizer will be at leaut 75 per cent 
and 35 per cent respectively, of the projected requirements for the 
ensuing six months. For this purpose the GOP will provide the 
requisite foreign exchange. The GOP will continue to support and 

utilize tha NFDC. 

(B) The GOP will continue to review fertilizer pricing and 

fertilizer and crop price relationships, recognizing the need for aL 

phased program to substantially reduce the fertilizer subsidy. The 

purpose of this phased program, initiated by the GOP in its 

February 1980 increase in fertilizer prices, is to rationaliae
 

fertilizer and wheat pricL relationships and to reduce the GOP
 
budget deficit for fertilizer.
 

Benchmarks: In recognition of a possiblo negativ impwict 

that the large fertilizer price increases can have on fertilizer 

consumption and agricultural production, the GOP will continu.e= to 

expand its'past efforts to prourote greater fertilizer salea .nd 

utilization by Pakistani farm.,rs. 

5. Improved Wheat Production and Didtribution Data Dato 

The GCP will eItablioh a continuing capacity to collcst and 

analyze data on wheat production and distribution as a basis for rrxjr.. 

effective deciaion-ri-aking, incliding an early warning systen to 

.wheat crop prospects. The GOP will procCLd with the follrwiaF, 
studies and actions: (a) improve statistical crop ropurtfltn, system 

for wheat production, stocks, and utilization; (b) study wheat 

production response to price changes; and (c) conduct analyses of 

coast of production of vheat. The USG would be prepared to lend 

appropriate assistance to theesc studies. 
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6. Edible Oil Strategy 

(A) The GOP will carry out ruboarch, demonutr.tion and
marketing projects on expanding oilaed, production. Ln addition,
the GOP will initiate studies for duveloping appropriata high
yielding varieties of cotton, rape, mustard, groundnut, sunflower,
safflower, and soybeans. These studies will provide dutails on the 
necossary link:tgea between rosearch (under the directh)n and 
coordination of the Agriculture Research Council), seed propagation,
extension 1:3 farmers and nutrition. A study will also bu madc On 
oilseed pricing policy. 

Benchmarks: The GO! jr calundar year 1980 will
(1) initiate a study for climeutic oiiteieed production for the noxt
production year, and (2) initiate and providu to tho U.S. tision a. 
scope of work for an gilaced pricing policy study. The tatudy for 
domestic oilseed production will include- production Lareta for
traditional and non-,traditional oilseeds, proposed support prices fbr 
solected non-traditional types of oilseeds which will help to achieve the
production targets, and the link between research, seed propagation 
and distribution. 

(B) The GOP will establish a responsible authority for 
encouraging the expansion of v,.getable oil production in Pakistan widi 
a role comparable to tlat of th, National Feg'tilizer Development 
Center. Continuously increasing vegetable oil importa have become 
a serious drain on Pakistan's foreign exchange reserves. Establish
rnent of a responsible, effective and inflUential organization as tha
primary organization dezai.ng with vegetable oil production, processing
and marketing would focus rUsponsibility and providu tho GOP with an
improved means of approaching and dealing with- the problems of
increasing production. It is assumed research activities would t.ontinul
under the direction and coordination of Agriculture Reearch Council. 

Benchmarks: The GOP will initiate measures to dcvelop and 
establish such an organization. 
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SELF-HELP MEASURES IN THE 1981 AGREEMENT
 

Self-Help Measure l 

to establish for long term production cansiderationsTo review and 
a set of farm gate prices for nor-traditional oilseed crops at a level 

increase production and
sufficient to provide an incentive :o farrr to 
to overcome reluctance to plant nuw crops. 

for non-traditional oied .crops for thBenchmark: Incentive orices 
"he sowing season.agriculture year 1981.002 will be announced before 

For oilseed crops, including those pro rted by the Thee Corporacion, 

the Governnint of Pakistan will prepare a report sho irng the farm qate 
the changes occuring for, the

price for the agriculture year 1920-31 and 
agriculture year 1981-32. 

Tie Goverri,2rt ',
Discussion: The Sr:If-ilelp ,i_-asure was acceptable. 

Pa,stan representatives, hwever, -eqtested that the listing of hoped
 

the'e min'ute- 751ncc,.hc have
for incentive prices be reflected in 

which w-li L Setting
established an Agricultural Prices Commission 
these prices. Although the Agricultural Prices Cofrn:Jssioii would 

taketheir r.corru'endations would he toconsider these proposed prices, 
cne vnt 1.at the is 

into account a number of concp'ris. In 
in time for the so' ing sr.a-on, the Governr.i'un t: of Paki .;cm 

not operational would
assurced the U.S. reprvsentatives that appropr3ate revised pricces 


be anriounrco.
 

The U.S. representa-tives agreed to place the ex~ee.L~d rce" 't: 
in the ufficiai miruL..

increases -in prices of non-trad4i-iona oiiseeds 

s,. thalth production pr r.i of the
 

representat-ves Fo" GClThe U.S. that official buyers oe he
Ghee Corporation (GCP) required the !)bGhpe Crporat ion(rjC,-,)r 
authorized to offer incentive prices above those For 1930-31 

,
Thc prices for nen-t.adi tiona oiiseed crops rifica i!7 pr noL e ' t 

cF akisri n for the agricil6,urni year 1 u-3I
by the Ghee Co'por.tion 

-rice cree a e.:
and the suggested 1981-,32 jCcti' 1 

" ,i lftl1oE r-
" - 17Safflower 

- 2; ,,'ASoybean 
Groundnut ts 

,incr'-as"coi,':eri;. i ':or:;,.V make r tY
*(The rqovirr ment. of P'ki'tr, 

r n a o h gh ' , Ia i-it pro.lu.t ion . ro -ea.; jie! ding rciai 

of seeds to I-arrs.) 
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Self-Help Measure 2 

To use the proceeds From this Agreerrent to finance the Gheeration's progranr Corpofor expanding the planting, production, purchase, and
Processing of oilseed crops in order to meet demand over the longterm.
 
Benchmark: The Governr.rit of Pp.kistan will 
release sufficient funds
f-rom thesalds proceeds to the Ghee Corporation for a program to expandthe planting, production, purchase,arid processing of oilseed crops.
This will be approxitrnt;ly Rs.25 [nil lion per ycar in Pakistan's fiscal
 year 1981-82 and 1982-33. 

Discussion: 
 The Government of Pakistan representatives questioned the-relationshipof the Benchmark for Self-Help MA~asure 2 to the norral
budgetary process of the Pakistan Government and the ability of the
Ghee Corporation to effectively utilize Rs.25 million inone year.
 

The U.S. representatives pointed out the Ghee Corporation's PC-l2has primary level approval by the Government of Pakistan and it calls
for more than Rs.50 million to be allocated over a two y ear period. In
addition, the PC-l sets out specific plans for utilizing all 
of thesefunds in support of a growing oilseed unit. 
The U.S. representatives continued to strongly support release of
funds for this Ghee Corporation oilseed production program. 
This activity is the single clearly identified activity which can 
demonstratefield level action 
to increase production of non-traditional oilseeds. 

Sel f-Hel1 Measure 3" 

To review and, if necz.ssary, revise the conti-olled price of hydrogenated vegetable oil (vegetable ghee) to take into account thecost of agricultural production and pro.:,-ssing with 
full 

production a view to stinulaitrnof oilseeds and curbing consurier dernard for hydrogenatedvegetable oil (vegetable ghee). 
 Such prices will be coiruinsurate with
the full 
cost of production also taking into consideration the cost ofimported edible oi l CiF Karachi.
 
Benchmiark: The consunr.r price of hydrogenited vegetdblegheeT oil (ve::ubleoduced durinq agricultural year 19-80-81 was Rs.56.0 1),.r 5The Government of Pakistan will prepare a report which 'r'evievs Lhu.K

ilo'i., l:;r. 
consumer price for hydrogenated vegetable oil (vwgetable ghee) baoemd orthe total production costs and send it to r.he U.S. Governrnt byNovember. 30, 1981. 
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Discussion: During discussion of thiz Self-lielp Measure, the r;r',n .;;r.;t 
ofl-a0stan stated that tho price of edible nil is not cont'roli;d. T;4! 
above wording of the Self-,.,eip Measure reflected thi3; itrrdification. 

Self-Help Measure 4 

To provide addi tional resources to finance a comprehensive? oilse-d 
research program that includes provincirl research establish,:.nLs. 
Particular eiiphasis will be given to varietal trials, adaptation of 
appropriate equipment, fertilizer trials., water managerient, cropping 
systems and the economic analysis of saix. 

Benchmark:
 

(A)The Government of Pakistan will present a rL-port by NoverIer 
30, 1981 which sunnarizes current expenditures for traditional 
and non-traditional oilseed research. The report will include 
details on 'current and proposed provincial allrcations and 
expendi tures. The allocation in the 1980-8l rudget will be the 
benchmark. Allocations in Future Budgets (i.e. 1981-82) will 
show if additional resources are being p-ovickd. 

,
(B)The Governi,-nt of Pakistatn wil I provide from dles proceurl'

under the Agreement a Iiri:um, of 2 million-. ,of.r year in PFY 
81 and 82 to the Pakistan rI cul ural Re rch ouricil for 
contractual research on .il,'*eed prcductio, ,md processirq. TiIe 
details for these expenditures should be inclu-&-d in the report 
described in benchirark A. 

bude.Discussion: The Governfent of Paki stan wias confi dent that the 
aTIorations for oilseed research would undoubtedly be more than th.it 

indicated in the Agreement. itwas agreed that the Pakistan Agricultural 

Research Council will report quarterly on the use of these special 
research funds and forward conies of the 'report. to te U.S. Governw;nt. 

Self-Help M.asure 5 

.,n oi leed productionTo provide increased finjncial support t,', 

program for tradit-ional and no,-t-raditior.al oi seed crops, includini
 

funding of necessary support servic, and innuts , such as extension,
 
fertilizer, insecticides, irrplernentr,, and seeds.
 

Benchmark • The Gh ee Corooration' 7ronr,inti'rctti::! 32,000 .3cr.-:"s of 
new acreage for non-traditional nileed cor)s in 19"-81. They achieved 
30,000. The expanded program for 198l-22 has a trejet of , 

The Governmennt of Pakistan will make every , ;rensure that jv.,i. 
ability oF seeds and other inmuts will be siffcien': to .r.fut. " 
increased target.
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Discussion: The Governnnt of Pakista' r'I2q:ested that thre Penchma'r 
reflect _aditiorial effort to increase oilseed acr;_faqe rather thar a 
specific target. 

The U.S. representatives indicated that thu speci fied acreage 

target, 60,000 acres,. was (;he Ghee Corporation':; proposal. 

Self-Help Measure 7 

To maintain the present favorable agricultural policy eriviromn,:nt 
For wheat production, to maintain and bolster the present input-output 
price relationships for wheat which .have led to increased production. 

Benchma rk:
 

(A) The Government of Pakistan will undertake appropriat2 price 
adjustments to provide adequate incentives for increasing 
agricultural production and to coordinate pricing decisions 
for agriculture inputs and crops in order.to offset any 
adverse effects of input price adjustmnts on producer 
incentives. A vnort will be submitted to the U.S. Govern:ient 
by November 30, 1981 which gives fertilizer prices and .he 
price of wheat. The report will highlight changes in prices 
during the period July 1, 1980 until November 1, 1981. 

(B)The Agricultural Prices Co.mission will analyze the cost of 
production as it relates to seed, fertilizer, water , ieci
cides, land, fuel, an.d ot.her relat.'d inpits i-o I2 used in 
making decisions about future sLiort pri;-e levels for wheat. 
A report will be prepared on studies initia-5ed mair carced 
out during the coure of the 10.81-82 agriculturai year.. 

(C) Federal and Provincial Governumnts wil ipose no restriction 
in the transportation!::miernl;t, buying, selling anvd storage of 
wheat during the course± of the Agreii.;en; excepL fur rV';trictiui:. 
on the movenrint of wholt wheat ir;i )y .-Odd ner-.!d to minimilu 
the illegal moveia:irit of wiil, across int !r'citiorial 5r,'ciers [:L 
the event t.:e Covernment :letemnines en.rgency condi.iors (as 
defined in the Title I Agreement of January, 1979) warranL 
temporary imposition of restrictirtrs, Ihe U.S. Covernrient ',ilI 
be notified prior to the an'ounc.r-ent. 

Discussion: it was agqr.e( That given the rncertL establishiment of the 
ATF-1ftura Prices Coimn ,sion many of the ,'1-pr cited in benchm2", 
7(B) will not be con=1.ted it,the near term, ho'4ever, this task cf:irly
falls within the mandate of thi.: newly created t.ody. 
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Self-Help Measure 8 

To permit an equitable availability of whrat for private marketingchannels, the Governr:wnt of Pakistan will continue to limit the sale
of wheat through ration shops and will continue its efforts to eliminate 
bogus ration cards. 

Benchma : Reports will be provided on a semi-annual basis for the 
fol lowing: 

(A) The official offtake of wheat which should riot exceed 3.277 
million metric tons.
 

(B)The number of bogus cards eliminated during PFY 1980-81, and 
the number of cards existing at the end of PFY 1980-81. 

Discussion: The Goverrii it of Pakistan wished to ,,aintain the limit
for the public sector offtake of wheat at 3.277 million metric tons
although the actual public sector offtakr for distribution through the
ration shops has recently bucn closer to 2.3 million mntr'ic: 'ons It was agreed thal; officiil offtake would be limiLed to the hiyh,,r Fig.ur:. 

The Governrr-nt of PakisLan representatives stressed the diiminishing
role of the ration shops given the favorable supply for wheat. in arldi
tion, they stated that the Government of Oakistan is studying the option
of expanded open market operations as the policy instrument to influence 
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2. 1982 AGRIEMENT: SELF-HELP MEASURES
 

TtiQ fjrXtLS eI:ICtu!:;r.j t L I-r.j:I zri* 
reporting forma~ts prop".,cd tj, the COy,r nmicmrt of' tht Unitid 3itto3. 
Discussion on s3pecific points I.,c11ovS; 

A. Self-help Measn=e NIo. I 

To revie,. ad~ to estab1lish fr- lniii terrag prod±ticmo
considerations a set of' f'arm gate. prices f~or±-. ~diira Ia: 
croos at a. level surff-cient t7-, provide a~n incertit.ve to fa.-- to 
increase production and tc overcciae raluctacnce p re.,r2±nt cL. 

,"ur'icnt )i n to av-* o2Ljced crr;.31be-ron-!ru~d 

-it least JmajZ .ain.-c tiurj:punv±-i'lturc ye:.r Ll-3.Te 

non-t1-aditjoalx o:13e-.i ox- -cii::. 'ur 1ore!:; ifC~ ~:~the 
3%ppo1-t prices in Pctmbrl~b.IrrJ!Ist:* includin:9.11 crcipsz 
those mcmoted by cr Th1ee VCorrpotra-, -rn at'~zai t~Gr~v
 
of Pak..;3tan will prerair L -h ~'n~~ri~ "C.!-Io.'r~
' 

yeair 1982-8',. 
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3. Reporting Format 

Prices for Non-Taditional Oilserd, 

Price for Price for 
1981-82 L982-83 Date of 

Crop (Rs/ho kw)!L (Ps/ 4 0 kg) Announceent 

Sunflower 133 

Safflower 112
 

Soybeu-i 117 

Groundnu t s 

Discussion:
 

Enclosure: Report of Agricultural Prices Coumission on 
oilseed prices. 

/ s: Rupee, $l=Rs 11.63 as of April 8, 1982 

The GOP representative reported that the Agrtcultura2. Prie:j Conmiili i.: 
is analysing the cost of procluct-on of non-traditional oilseed crops. A3 
the prices on non-traditional oi-seed crops were ru±fsed. in Septeber 1981, 

.further increases in the near term are unlikely. The USG representative 
noted that the benchmark called for maintenance o, the current sec of 
prices and continued study of prices of non-tradicional oilseed crols. 
The GOP representative agreed to the self-help measure, benc r.,rk, and 
reporting format as shown above. 

B. Self-Help Measure No. 2
 

1. Self-Help Measure 

To use the proceeds from this Agreement to finance the Ghee 
Corporation's programs for e. panding the purchase arnd processing of" non
tradi ional oilseed crops in order to meet demand over the long r.:r2=. 

2. Benchmark
 

The Government of Pakistan will release sufficient Ct-nds rom 
the sales proceeds to the Seed Division of the Ghoe Corpora±tiou for a 
program to expand the purchase and processing of non-traditional ol;eed 
crops. This vill be approximately Rs 25 million each year in Pakista. 
fiscal years 1981-82 and 1982-83. 
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3. e22rtinw Format 

Release 	for the G.C.P.l/
 

Pakistan 
Fiscal Year Target Actual Release 

1981-82 ris 25 
million 

1982-83 Rs 25 
million 

Discussion: 

Consolidated releases from both FY 81 and FY 32 
PL 48C Title I Agreements. 

The GOP 	representative agreed to the self-htlp measure, benchmark,
 

and the 	reporting fonrat as shown above. 

C. 	 Self-Help Measure No. 3 

Self-Help Measure 

To review and, if necessary, revise the controlled price of 
hydrogenated ve.-etable oil (vegetable ghee) to take into cc;zunt the Cu.l1 
cost of agricultural production and processing -with a ier to ,atiril.n 
production of oilseeds and cu.-bing consumer demand for hydruginaed 
vegetable 
full coat 
importted e

oil (vegetable ghee). 
of produ. ,gil 111:1tj.) 
dible o1l C'1 ?' .r[.cti. 

Such 
iit,,o 

prices il. be 
! .Ir, 

commenluratie 
.'rIh: ,.,;i .t 

'rith 
~r':'ri 

2. Benehxark 

Ihe Gover' ent of Pakistan will continue its efforts -o 
adjust upwards the consumer price of hydroienated vegetable oil (veijetabl. 
ghee). The Govrernment -XC Pa~ci a, 'i~ prepare a report -which reviews 
the consumer price for hydrogenated vegetable oil v'egetable gnee) based 
on the total production costs and send it to the U.S. Government by 
September 30, 1982. 
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3. Reporting Format 

Price of 	Hydroaenated Vegetable Oil
 

Government of Pakistan will prepre 

a report on consumer price of hydrogenuted 

vegetable oil by September 30, 1982, which
 

includes the areas of focus described in
 

Self-help Measure 3.
 

Discussion:
 

the Govrnmt.t of
The GOP representative gave assurances that 

Pakistan is conscious of' the needs to have consumer prices re.'!ect

true production costs. The GOP representative agreed to the ,3lf
at shilwn 	ubovv.help measure, benctiuirk, and reT.rtjng tormt 

D.. Self-Help Measure N;. 4 

1. Self-Heln eaoure 

rft3curces to fi :',:e a m,..rehlnt',To provLie additional 
oilseed research program that includes provinc5ial %esearcnt 

-.rill be given to varietal trials, adaptarion of
Particular emphasis 

n-a2
 
September 30, 1982 which sumrinzes current expenditures for %raditi u


appropriatt. equipment, fertilizer triplis, 

system and the economic analysis of seaie. 
'Water .nVn.:4gement, cropping 

Benchmarks 

a. The 'overr ment of Pakistan will prezent a rc':crt by 

The report rill include deta ,:'

and non-traditional oilseed research. 


current and prcposed provincial a locationz and expendituAres. 
Th I"

90-31 Budget will be the benchnark. A3.locations in
 cation in the 

future Budgets (i.e. 1981-82 tnd 982-83) ill show if additiornal
 

resources are being provided.
 

salcspoviide, Srb. The 	 o.err,'ment ot' ?akistan r. 

proceeds 	 under the ;r-emaent,a minimur. Rs : million per y,#- " in 

fiscal years 1981-82 arid 1982-33 :z the Piki'taf .ri:ul:.u:UPakistar. 
Research Council for contractut-l research on .. iL-e'd p.oducti.On :.:,.L 

for these expenlitur:Z shoaLd be in.:luded
processing. The details 
in the report described in benchimark a.
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3. RIeoting Formats 

(For Benchmark a)
 

RuDee Allocation and ExDenditures for Oilseed Research 

(Rs Thousand)
 

Project/A1ncy 
 1980-81 19882 1 1982-83

AUocT.xpd. Alloc. Expd. ALluI Exd.
 

Punjab II 

(a)

(b)
 

(n)
 
Sub-total 
 [5 86' 322 448 

Sind
 

(a)

(b) 

III 

(n)
 

N.W.F.P,

(a)
(b) 
(n)

Sub-total 144 'A3541 5270 

Baluchiv-'an
 

(a) 
(b) 

(n) 
Sub-total 
 11 _81 11 1 1 300 1 1 95 

Federal
(a)
 
(b)
 

Sub-total 
 53014 246 4

(n) 430 
 747
 

GNDT I 2,0On 2,00_0 

Discussion
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detailing incentives and other measures necessary to encourage private
 
sector involvement in the production, processing, and marketing of
 
oilseeds. This report has not been thus far provided to the U.S.
 
Government. The Government of Pakistan will complete this pending
 
report by August 30, 1982, identifying any important chzinge:s in
 
private sector involvement in the edible oil industry, and send it
 
to the U.S. Government by September 30, 1982.
 

3. Reporting Foruiat
 

Discussion
 

Enclosure
 

Report.
 

The COP repru-junLative gveu I.he asburartce LhaL the ouLut.,'idlra 
report would be completed. The COP reapresentative agreed to the 
self-help measure, beachiauirk, and the reporring foLrmat: .1:3:lown 

above. 

F. Self-helD Measuru No. 6
 

i. Self-help Measure
 

To provide support co an oilseed study which, inter alia,
 
assesses the cotmparazive advantage in Pakistan of expanding oilseed
 
'.roduccion in the light of ready availability on the world market
 
for edible oils as -jell as other considerations.
 

2. Benchmark
 

The Government of Pakistan will appoint by Mma 31, 1982
 
an officer from the Ministry of Food, Agriculture and Cooperatives to
 
serve as a full time coordinator for the edible oil study ceam from
 
the United States Deparcment of Agriculture. Other zechnicaL
 
counterparts from Lhe Government of Pakistnir bodies r,presented on
 
the Oilseed Developrent Board will be appotnted co work with U.S.
 
technicians as needed for this study.
 

3. Reoortlng Format
 

Discussion
 

En c.Lu:;ure
 

Copy of the notification ragarding the appoinm-,ivn: o
 
the coordinaLor.
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The USG representative emphasLzed the Importancae of the t.dibLk: oll 
study and stated chat the paramount question is whether or not inc'ea,-..d 
domestic production is economically viable. Th(! udil,Io oil :;.,m'l,/will
 
a-tIUSUa e0 COIlI)d'atlVu advantLgte Uf ui].ue'i [.1'uducI'[it. II ik t.L:.ti.ill 


The COP represientative observed that th. ,ovcrnnnt f P.ikt:.:ituiz 
must strive for some increased measure of self-reli.,Lce il edihbe 01l. 
He supported the need for the edible oil study and reported that t 
Government of Pakistan has appointed the Additiola).crutar,, Ml.iLJ.,it, y 
of Food, Agriculture and Cooperatives to serve as coordinating offic.i: 
to the U.S. edible oil study team. This appointment will be cor;flnne'
 
in writing. The COP representative agreed to the appoint-mnc of ochel
 
technical counterparts from Government of Pakistan bodies repicesete(
 
on the Oilseed Development Board to work with the U.S, technicians.
 

G. Self-Help Measure No. 7
 

I. Self Help Me iuca 

To maintain the present favorable agricultural policy envirownje8:
 
for wheat production, to maintain and bolster the present input-output
 
price relationships for wheat which have led to increased production.
 

2. Benchmarks
 

a. The Governmnt of Pakistan will undertake appropriact, p. :,! 
adjustments, to provide adequate incentives fos increasin. aLiC'uU-:I 
production and to coordinate pricing Jecisions Ecor agricultur,. inut:. :&rt, 
crops in order to offset any adverse effects of input price .djusrmeit:; 
on producer incentives. A report will be submitted to cthe U.S. Goveritm.:-nt 
by September 30, 1982 which giv-s fertilizer prlc-s and till price of 
wheat. The report wiLl highlighLt .haigu- in prl,-.-rL; ,rn rhe ' 
October 31, 1981 until August 31, 1932. 

b. The Agriculcural. Lrlcc.; Coimnituiui couti to .a l-ti cwill 'u, 
the cost of production as it relates to seed, fcrcilizer, water, 
insecticides, laud, fuel, and other ralated inputs to be used il :makIii 
decisions about future support price levels for wheat. A repoUt will h. 
prepared on studies initiated and carried out during the period 
November 30, 198 until August 31, 1982.
 

c. Federal and ?rovincial Governments wilL impose no 
restrictions in the transporcatLon//movement, buyLn , selling and or, -
of wheat during the course of the Agreement except for restrictions 
on the movement of whole wheat grain by road needt;d to raini.,1ize the 
illegal movement of wrieat across international borders. In che event 
the Givernment determines emergency conditions' (as defined in the 
Title I Agreement of January, 1979) warrant temporary impositon of 
restrictions, the U.S. Government will be notified. 
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3. 	 Reporting Formats 

(For Benchmark a) 

Prices of Wheat and Fertilizer 

Unit 	 Prices Percent
 

Oct. 31., 82 Aug. 31,82
 

Wheat
 

Fertilizers
 

Urea
 

DAP
 

CAN
 

SSP
 

NP
 

SOP
 

AS
 

Discussion
 

(For Benchmark b)
 

P",oase Provide a List of Studies With Daces,
 

Initiated by che ?rice Corission
 

Discassion
 

Enclosure
 

Reports of completed studies.
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(For Benchmark c) 

P'eaue P Cvidu .1 Ru,-i,,L ,.;wriblIn .hMf,v,.m,-:,t aicl 
Ha rk±cI ng L W._.[ . ny 1I.. 01_lw;t'.Lc.Iot, 
thin MovemeLt " IV the Fe',Lral o. thv P',ov Luc Ia 
GovernmcntaPleiue PcovLIde a De.iccipticon 

ht f 30.1;ud 

and Dart: of
 
the Event 

Discussion
 

The GOP representative agreed to the self-help measure,
 
benchmarks, and reporting formats as shown abo3va,
 

H. Self-Help Measure No. 8
 

1. Self-Helo Measure
 

To permit equitable availability of wheat for privat
marketing channels, the Goverrment o" Pa-i:tan wiill .L ', . 
limit the sale of wheat through ration shops and will continue 
its efforts to eliminare bogus ration :ard-u. 

2. Benchmarks
 

J, I ,CCrL; 'L dLfd LL I, it )r,.,i .i .Ril,;iul Ir 
the Zollowing:
 

L. i.c: oftake of whuar. for th, p.rcial
 
provisioning system
 

ii. Offtake for o.her oftLcia uses
 

b. Tie nu ,ber of b5cus cards cl,A. '..i -c dLr Lrnj
Pakistan fiscaL year 198!-82 and the number of card.- ex:..ing 
at Lhe end of Pakistan s;:ai year 193 -82. 
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3. Reporting Formats
 

(For Benchmark a)
 

Official Offtake for Wheat
 

(Thousand Metric Toni) 

Release 1981-82 1982-83
 

PPS 2,439
 

Punjab 997
 
627
Sind 
575
N.W.F.P. 
240
Baluchistan 


Others 

Defence and Azad Kashmir 350
 

Open Market Sales 450
 

Discussion
 

(For Benchaark b)
 

Number of Bogus Ration Cards
 

Number
 

51,96Or I/PFY 1980-81
duringEliaudnated 

Eliminated during PFY 1981-82
 

Existing at the end of ?Pf 1981-82
 

D.scussion 

I/ Excluding laLuchi:,;an 

The need to di~aggregate reported cflicial offtake wa: 

USG repr je.ut;.itIve. This disaggrugatLon wiLlstressed by the 
allow identification of releases of wheat stozks through
 

ration shops, the important factor in this se]f.-Ielp mea-;uru. 
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The GOP representative pointed out that total official offtake
 
has been consistently maintained below the agreed limit of

3.277 metric tons despite increasing population and growing

urbanization, thereby reducing the relative proportion of releases
 
through raLion shops. A technical review was scheduled co discuss
 
benchmark targets and reporting formats. (Ac the technical review
 
meeting the difficulties associatud with mixing releasea for open

market operations and ration shops were discussed. It was agreed

that the emphasis of the benchmark should be placed on the tread
 
over time and not on an artificial limit. Therefore, reports
 
will be provided on a disaggregated basis to allow time-series 
-
analyses. It was understood that offtake from the rationing system

could increase if there was a significant shortfall in wheat
 
.production.)
 

The GOP representative agreed to the self-help measure,
 

benchmarks, and veporting f6rmats'as shown above. 

L Self-help Measure No. 9 

1. Self-Help Measure 

To increase domestic storage capacity for wheat and to

facilitate procurement operations at harvest time, additional whe.ac
 
storage facilities will be built in Pakistan.
 

2. Benchmark
 

The Government of Pakistan will increase total storage
 
capacity by 200,000 metric tons.
 

3. Reporcing Format 

ii'heat Storage Capacitv 

(Thousand Metric Tons)
 

Agencies Capacity Avail. 
 Completed Total Caic
 as of Nov. 30, Construction a of Au:,,,st 3 
[981 1982 

Provincial 1,814 
Punjab 1,129
 
Sind 
 436
 
N.W.F.P. 
 174
 
Baluchistan 
 75
 

2. Federal 
 543
 
Food Wing 
 20
 
Defense Division 34
 
N.L.C. 162A.K. 18 

Northern Areas 
 7 
PASSCO 
 302
 

3. Private 300
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The GOP representicive aareed to the aelf-hei.p moaourit 

b&:achzark, and raporting fomal. a:.jshwan above.
 

IV. Coibunicatrion 

For the purpo, of this Agrgement, comr-uniciaclon wi.i. b4: 
through the Secretary or the Joint Secretary or the Deputy
Secretary of the Econcic Affaira DivisLon for the- Coveruwnt 
of Pakistan azd through the Agriculture kttache, United SLtea 
Fmbaaay in Pakiatan, and the Kisaion Dicector, Agency for 
InteruAtional Development, Pakictan for the Governnitc of the 
United Statas.
 

V, Attendance
 

The list of atteadeaJ Lor the meetink 1j a:tahc-.h. 

FOR THE GOVE RNMsT OF "7dK ISLA.IIC 
itPLEE.IC SF PAK.STA 

_._/-By : Sdi 

Name: Eiaz A. Naik 

,,,VER,,,-,,, op"O.nR THiE 1_,...,N. OF il U12-

B': ____: _i_ __C-A 

N : R:<..i..i d -. ;~e ' 

Ti. :I: ,d.t',,~Jor of rh,. Untid 

States of aerica 
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3. 	 1985 SELF-HELP MEASURES (1983 and 1984 SHMs were 	 basically the-same) 

Self-Help MeasureNIo. 1 - Price Policy 
The Government of Pakistan will continue the long-term policy of
liberalized prices for 

for the improvement of 

edible oil products to create favorable conditions
the edible oil sector 
in Pakistan. 
Liberalization
in this particular context shall be understood to permit producer price!;
and wholesale prices of edible oil and edible oil products to change in
response to domestic demand or 
rising world market prices. It should not
be understood to preclude selective use of support prices consistent with
these objectives. 

Benchmarks 

a) The GOP will continue 
by the private 3ector 

to 
on 

penmit 
i cash 

Lhe..direct 
ba:;is. 

importation of edihL. ,,il 

b) 
 The GOP will provide semiannual reports beginning July 1, 1935 of
monthly domestic wholesale and retail prices of mustard/rapeseed
oil, palm oil, cottonseed oil, sunflower, safflower and soybe-an" oils
and import statistics of edible oil by quantity and value.
 
c) 
 The private sector will be permitted to transport and sell,
controls or 	 witholic
reztrictions, vegetable ghee among the provinces and
districts. 
The GOP wi.i publicize this policy.
 
d) 
 The GOP will hold 
a public seminar on the 
results of the 
(;SG study
of Pakistan's Edible Oilseeds Industry within four months of 
uhe
signing of the agreement, in coordination with SHM 'no.2.
 
e) 	 The GOP will complete, by August 13,
policies that 

i s review of the current
set 
the retail price of vegetable ghee as well as t:he
practices in the cottonseed oil 
market in the cont.xt
and Trade Management report. of the Stock
 
with respect to the 

The review will consider decisions
removal of price controls from private sector
vegetable ghee, and the purchase and resale of comestic cottonseed
oil on 
a free market basis. 
 The USG will be informed of the cutcome
of 
the review and the Government's pricing decisions.
 
Self-HelpMeasure 
 2 - Stockino. 	 and Trade Management
 
The GOP and USG will carry out detailed reviewa 	 of the Stock and Trade
Management Study. This 	review will 
include 
a series of rneetin93 .inonrl
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representatives of the ministries, inter alia, of Agriculture, Planning,

Finance, Commerce and Industries. This intergovernmental review will be
 
followed by a public seminar with private sector participation. The

subjects for discussion at the meetings will include: I) buffer stocks,
 
domestic demand and international markets; 2) the domestic wholesale

market for oilseeds and edible oil, including a commodity exchange; 3)
 
import procedures, including forward purchases, and domestic prices of

bulk oil; 4) the present and future demand for ghee and edible oil; 
 5)

distribution and pricing practices for ghee; and 6) sanctioning

procedures for new and existing ghee plants. 
 Other topics will be added
 
as needed. The GOP will insure that its participants will be of

sufficiently high position to affect directly policy discussions 
ana
 
policy change. Since the Edible Oilzeud Study and the Storck a:ld Trade 
Management Study are complementary, the GOP and USAID/Pakistan mny agree
to coordinate the required reviews and seminars and to hold the:n 
simultaneously, a- appropriate.
 

Benchmarks
 

a) Agreement to discuss with USAID the results of the GOP's interagency 
meetings within five months of this agreement. 

b) Public seminar within 4 months of this agreement. 

Self-Help Measure No. 3 - Privatization of Vegetable Ghee Industry 

To advance the policy of 
increased private sector participation in che
 
edible oil and vegetable ghee industry, the Government of Pakistan will
 
continue its policy of progressive privatization of the vegetable ghee

industry. The Government of Pakistan will encourage the entry of privice

firms into the industry through relaxation of barriers to entry and
 
movement towards the removal of price controls. The Government of
Pakistan undertakes to pursue policies chat ensure operation of all ghee
 
plants, public and private, -without subsidization of their operations or
 
raw material costs.
 

Benchmarks
 

a) 	 The Ministry of Industries of the GOP will provide updated
 
information by July 1, 1985 on the public/private sector balance of
 
production, capacity and ownership of 
units in the edible oil (not

the expelling part of the industry) and vegetable ghee industry.

Updates will be made by January ., 1986.
 

b) 	 The Ministry of industries of the GOP will concinue to nronVidf
 
information semiannually beginning July 1, 1985 on ths.:'
ni minb of 
outstanding applications for edible oil and ghee plants, the staLu:!

of these applications and the status of implementation of the
 
sanctioned projects. The Ministry of Itadustries will expedite the
 
implementation of sanctioned projects, e.g., 
by facilitating credic
 
arrangements and utility hook-ups. 
The Ministry of Industries o,
 
the GOP will provide a :eport on the actions taken in this regard by

July 1, 1985, and will provide an updated report by January 1, 1986.
 

C-23
 



C) The Ministry of Industries of the GOP will keep USAID informedPolicy statements and decisions affecting the operation and 
on 

disposition of publicly owned ghee units. A summary report on eachPOlicy decision and statements will 
be provided 
to USAID by July 1,
1985. 
 An update will be provided by January 1, 1986.
 
d) The GOP 
 will review its sanctioning procedureshorj ilndu..il:ry in thu cmirjt.ZL 

for the 'r:ih1.,
ofr Lini: Lc k anlid
report including 'LlrAit: M.11 -A i Iitrenovl a1j Uof sanctioninq requiruintit:; fromvegetable thisghee indusLry. The GOP will adviseit intends to adopt a:i a r~sulu of it! 

the U';G of th,: i,.';icy
review of SiMwithin th,: te[OrLsix months of the signing of this agreement. 

e) The Ministry of Industries will arrange for the analysis of thelegal status of each of its constituentprivatization. mills in terms ofIt will perform separate analyses
the sole proprietary projects of 
for those that are

the GCP, the private limitedcompanies for which public bodies paid significant amounts and those
for which they did not, 
and the public limited companies for which
public bodies paid significant amounts and those for
not. which they did
Special attention will be devoted to
Stock exchange and whose shares are 
the units listed on 
the
actively traded. 
 A report on
the status of this project will b,2 
made by July 1, 1985 and a d:3ft
report will be delivered to USAID by January 1, 1986.
 

The GCP will not
f) expand the production capacity of any of its units
or add 
new units except for modernization, balancing or
which will be replacement
financed through retained earnings or 
borrowing from
the commercial banks.
 
Self-Help MeasureNo. 
4 -Impcrt and Credit Policies
 

In order to stimulate the domestic livestockrationalize production and imports of oilseeds and products, the GOP will
 

and poultry industry and 
consider instituting a broad range of policies and other measures,
including a measure giving the private tradeparticipate in credit programs that 

the opportunity to
and to review import duties and taxes 

are 
on 
available for financing imports,oilsued meal, withthe movement in duii rtqard tnrelated inturnution.il prici:; and th, co:it oL pr.,;,J11:t w.riof domestic poultry and livestock feeds. 

Benchmark
 

The GOP will report the results of 
this review to 
the USG by July 1,1985
with special reference to: (a) the use ofCorporation credit the Commodity Creditfor protein meal imports by the private sector;(b) the extension andof zero duty privileges to other than poultry feedhmilloperators, including poultry farmers.
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ANNEX F: FAT REQUIREMENTS IN THE DIET
 

The most critical functions of dietary fat are as a carrier of
 
fat soluble vitamins and a provider of essentia, fatty acids.
 
Nutritionists estimate that a diet in which at least two per
 
cent of the calories come from essential fatty acids would meet
 
that requirement and that 15% of fat/day is adequate. The 1980
 
nutrition survey of Pakistan found on average an intake of 23.7
 
grams from visible sources - vegetable oils, miilk products and 
livestock fats. In addition, substantial amounts are obtained
 
from meat, egg3, grains, pulses, fruits and vegetables. On
 
average, total intake of fats and oils was 42.2 grams per day,
 
so that nearly 17% of the caloric intake comes from fat which
 
provides concentrated calories. In both human and bovine milk,
 
aobut 59% of the calories are supplied by the milk fat.
 

There nas been a substantial increase in distribution of
 
vegetable ghee and fat per capita since 1980, and it appears
 
now to reach all parts of the country. Data indicate that in
 
recent years, the increase in vegetable ghee consumption has
 
been largely in rural areas where intake levels previously were
 
lower. Thus, there apparently is little or no fat deficiency
 
per se, though there are caloric deficiencies that could be met
 
by higher fat intak6. However, economics, which would be a
 
major consideration, argues for grains wnich provide a cheaper
 
form of calories for low income groups. Fats and oils in
 
reasonable quantities do increase palatability of otherwise
 
high starch diets.
 

Source: RECOMMENDED DIETARY ALLOWANCES: National Academy of Science;
 
Washington D.C.; 1980.
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ANNEX G: INTERSECTORAL TRANSFERS - AGRICULTURE
 

The issue of prices of fertilizer, pesticides and imports, and
 
irrigation fees related to their costs has been widely
 
discussed. The prevailing view, among the donor community at
 
least, seems to be that subsidies are bad and should be
 
aliminated. In many cases, donors, most notably IBRD, IMF and
 
AID have taken a strong position along this line. AID/W
 
guidance appears to be quite specific and urges thau the USAID 
dialogue should emphasize elimination of production subsidies 
to the agriculture sector. 

Most economists agree that price management, with or without
 
resort to subsidies, is likely to result in some and often
 
major misallocations in resources use. Most agricultural
 
policy analysts will concede, however, that a degree of
 
stabilization effort is desirable to shield farmers and
 
consumers from the vagaries of large temporary fluctuations in 
supplies and prices. These are accepted and supported on a 
domestic and international basis, hence the many international 
commodity agreements -- coffee, wheat, etc. However, neither 
domestic programs nor international agreements should prevent 
needed lon-term production, consumption and price adjustment. 

Granting the desirabi lity of freedom in the market place, it is
 
essential that international donor dialogue on the policy of
 
reduced price management and elimination of subsidies be based
 
on a careful analysis of individual country situations which
 
pay pafticuiar attention to the balance of economic management
 
(including price management), subsidies and intersectoral and
 
intergroup resource transfers. It appears intuitively obvious
 
that pressure (and measures) to eliminate suosidies in
 
agriculture, the case in point, should be balanced by pressure 
(and measures) to eliminate implicit and explicit resource
 
transfers from the sector where they exceed the norms of the
 
societ and economy as a whole; i.e., agriculture should bear
 
its share of government costs but no more and it should not
 
suffer a substantial intersectorai resource transfer.
 

The currently stated policy of the GOP is to eliminate
 
subsidies as rapidly as possible. An explicit 1981 commitment
 
was to eliminate fertilizer and oesticide subsidies by 1985.
 
Negative differentials between water user fees and costs of
 
irrigation maintenance are to be reduced.
 

By 1985, the GOP had first elim7inated the subsidy in public
 
pesticide application and then transferred pesticide
 
distribution to private hands, eliminating subsidies.
 
Recently, progress on reduction in the fertilizer subsidy has
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been reported as a result 
of 75% price increases from 1979/80

to 1983/84 while principal crops (wheat, cotton, 
rice) prices

were raised by between 20 and 40% and sugar cane by 55%

(further crop increases have come since). 
 The apparent subsidy

on fertilizer has declined from Rs 1,819 million in 1981/82 
to
 
an estimated Rs 1,500 million 
in 1984/85 despite an estimated
 
30% increase in use. These subsidies ara the amount that must
be paid for the highest cost producers and imports and do 
not

include adjustments for lower cost plants which are taxed (i.e.

subject to a surcharge). Adjusted for 
this surcharge, the net

budgetary subsidy drops 
from Rs 1,448 million in 1981/82 to Rs
 
551 million in 1984/85.
 

Net irrigation expenditures increased during 
this period from
 
Rs 591 million to Rs 1,318 million.
 

However, 
there are several major hidden intersectoral transfers

from agriculture. For 1984/85, 
the highest quality cotton lint
 was supported at about Rs 13.31/Kg. The price in recent 
 years

has tended to hold at about 
US $l.35/Kg similar
for US cotton,

while Pakistan received only about .90 cents. 
 Thus, Pakistani
 
farmers 
are paid on the basis of about 70% of the price US
farmers receive for variety and length
similar 
 of staple cotton
 
about 
80% of the export price of the lower quality grading.

The lower price to Pakistani farmers resuizs 

inefficiencies of the government 

from
 
monopolized trade, poor
ginning, 
lack of grades, and tax on exported lint. Since the
 

government fixed price structure, 
taxes and CDCP costs fix

internal prices to the textile industry, the farmers suffer
 
this price reduction and income transfer to textile mills and
 
consumers on their
all production. 
 The 1985 IBRD report

estimated a IRs 300 million tax take on cotton 
exports. Tiis
 
level applied to total output in recent years would 
amount to
 an invome transfer from farmers to the treasury of 
about Rs 1-2
 
biilion per year.
 

The basmati rice price in 1984/85 set
was at Rs 160/40 Kg (Rs
4,000/MT), which is 
less than 50% of the export price in recent
 
years of about $600/MT. The domestic retail in
price early

1986 was about 60% of the export price. 
 Here again, the export

price is the principal determining factor in the domestic

price. On 950,000 MT of Basmati, the transfer amounts to about
 
$250 million (Rs 4.0 billion) per year.
 

The price of IRRI rice is about Rs 92/40 Kg (Rs 2,300/MT, about
$140/MT) which is 
 below prices at which similar rice from
Thailand, Indonesia and 
China has sold recently. "he consumers

and the RECP are principal beneficiaries of 
the income transfef.
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Wheat, with a procurement price of Rs 2,000/MT (Rs 80/40MT) or
 
$-25/MT, is well below the FOB price of imported wheat, though
 
fairly close to US internal price. This wheat is cheaper than
 
imports from the US by the amount of transportation costs.
 

Soybean procurement prices, at Rs 140/40 Kg, are slightly above 
the US price. 

In general, the government of Pakistan also manages prices of 
livestock products to the advantage of domestic consumers over
 
producers. How much this amounts to is not clear but it is
 
very substantial and reflected in both livestock prices and
 
prices of feeds (e.g. Qil cake).
 

The March 1985 IBRD report looked just at direct taxes and
 
export corporation profits on exports of rice and cotton and
 
arrived at a cost of almost Rs 600 million for 1984/85. If the
 
transfer were only at this level on internally processed cotton
 
and internally consumed rice, the total would be Rs 2,000 to
 
2,500 million which is well above the irrigation and fertilizer
 
subsidies.
 

There undoubtedly are other transfers both ways (e.g.
 
agricultural credit to farmers and iana revenue from fariners),
 
but considering only the major and documentable transfers noted
 
above, it is evident that care should be taken in strong
 
endorsement of further subsidy reduction until some of.fsetting
 
adjustments are* made reducing the "implicit commodity taxes".
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ANNEX H: JANUARY 1977 AID PAKISTAN DEVELOPMENT DATA
 

Excerpt on Vegetable Oil and PL 480 Strategy Elaboration Request
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PAKISTAN NEEDS INCREASED VEGETABLE OIL.
 
_ PRODUCTION
 

DEFICIT BETWEEN PROJECTED GROWTH IN 
7 0 0CONSUMPTION AND PRODUCTION OF EDIBLE OILS 
700_ 

_ 

500 

Increase added by targeted in500crease in sunflower, soybean 

and safflower production 

400 CONSUMPTION 
___PRODUCTION 
 Increase added by improvedhandling and processing of 

300 cotton, rape, and mustard 

200 
increase added by targeted 
increase in cotton,rapeand 

IOmustard prodction 

FY 76 77 78 79 80 81 82 83 84
.Actua -_P L r o j e c ted
 

Pakistan's 
vegetable oil consumption has icreased rapidly from about 300, 000 tons inabout 500, 000 tons 1973-74 toin 1976-77. At present growth rates, consumption is expected to exceed 700, 000tons per year by 1982-83. Production, however, is lagging and vegetable oil imports may cost$125 betweenand $150 million in 1976-77. Unless an adequate production strategy is developed, imports could
cost $250 million per year by 
 1982, at current prices. 

The two major types of domestically produced vegetable oil in Pakistan are cottonseed and brassica
(rape and mustard) seed. 
 Pour handling and' proc:essing now result in heavy losses due to spoilage, buildup of fatty acids and low extraction rates. After allowing for seed, feed and waste, approximately950, 000 tons of cottonseed should have been available for oil processing in 1975-76 which would haveprovided 160, 000 tons of oil. However, the Government procured only about 80, 000 tonsof $40 million in import value. - the equivalentPakistan presently produces about 290, 000 tons of brassica seed annually,but again, much of the oil is nct extracted due to poor processing and handling techniques. 

In the lone run, attainment of self-sufficiency in vegetable oils willspecialized oilseeds require substantial production ofsuch as groundnuts, sunflower, saffloerr,
tentative target is to obtain about 

and soybeans. The Government's
115.000 tons of oils from these specialized croGovernment's strategy combines ,s b)- 1982-83. Theincreased production with improved handling and processing of all

oilseeds. 

The United States is providing Large amounts of soybean oil undercon mercial PL-480 terms to supplementimports while Pakistan moves Lo implement its oilseeds strategy. The unitedassisting in a States is alsoproject designed to improve the extraction rates of brassica in small mills and with research efforts aimed at improving 
oilseeds. However, major 

seed yields and at introducing and widely disseminating other types ofa coordinated effort will be required to make Pakistan self-sufficient invegetable oil. 

Key elements of that strategy are to: 

Conduct sound research on the introduction, testing, and distribution of improved varieties
and improved cultivation practices. 

Assure incentive prices for intensive cultivation of specialized oil crops. 
-- Provide incentives for the construction of adequate and conveniently located handling andstorage facilities as well as efficient extraction facilities. 
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* 3. 	A. The USG representatives noted that the Aide Memoire for 
Fiscal Year 1976-77 provides an informative general state
ment on Pakistan's strategy in expanding oilseed production 
and requested the Pakistan representatives to clabo,-ate on 
their strategy by oil!;eed crops (soybean, groundnut, sun
flower, safflower, rape and mustard seed) in such regards 
as: 

1. 	 Research activity - description of present and planned 
research by locations and institutions, major problems 
being addressed, types of trials and resources 
assigned;
 

2. 	 Amount of seed multiplication - number of acres 
planned in the last year, seed production and projec
tions; 

3. 	 Extension dermonstrations and crop promotion acHvity -
number and acreage by province; 

4. 	 Area planted to oilseed crops, produrtion and projec
tions; 

5. 	 The major f-clities, locaions and capabilities for 
processing different oilEeeds and -tny planned 
increases;
 

6. 	 The price policies for different oilseeds including 
procurement prices, manner in whic.h they will be 
operated, location of procurement centres, and 
capabilities (price policies b;Arg followed for kharlf 
crops and those to apply to the rabi should be 
c.acribed. Any changes contemplated for the next 
year also should be descibed); 

7. 	 Any other actions being taken; and 

8. 	 Additional action considered necessary to make a 
major increase in output. 

B. The USG representatives also requested a statement of: 

1. 	 The progress on steps being taken to shift from ghee 
to the production of less costly refined oil; 

2. 	 Any action being taken to reduce processing losses 
due to high levels of Free Fatty Acids in oilseed and 
oil; 

3. 	 An appraisal of th, ,ffacts of measures already taken 
to increase the utilization of solvent oilseed processing 
plants and additional acti' nn considcred neecnrsary. 

C. 	 IL waB agreed that in addition to t'.., monthly report on 
edible oils the Goverrunent of Pakistan would also provide 
to USAID, within 120 days after the date of the signing of 
the 	Minutes of this meeting, the statements of its oilseed 
stratev'v and othp- im-tipr. .R F r mnf-Ft- nhnv.. /4
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ANNEX I
 

APPARENT IMPACTS OF GOVERNMENT PRICING POLICY ON OIL PRODUCTION
 

From 1971 to 1975, the price of vegetable ghee and tht price of
 
wheat were allowed to ris.. at similar, though not identical,
 
rates. The price of cooking oil, which was basically free, rose
 
at about the same rate ac, that of wheat. From 1971 to 1975, the
 
ghee price increased bi 90%; wheat, 120%; and the price of
 
cooking oil went up 108%. In contrast, from 1976 to 1982-83,
 
the price of wheat was increased by 73%, while the ghee was
 
increased by only 13%. Cooking oil increased by only 25% during

this period. Even with the increase in ghee in 1983, the total
 
increase from 1975 to 1983 was only 30% in ghee and 73% for
 
wheat (the principal competitor of winter oilseeds for land).
 
The current price of wheat (Rs 80) is 370% above the 1971 price

(Rs 17) while the price of cooking oil is up only 242%, and that
 
of ghee (at Rs 13.50) is up only 165%.
 

The consequences of these price policies and that of liceral
 
vegetable oil imports are clear (and disastrous for
 
production). During 1970./71 and 19'71/72, rape and mustard seed
 
production averaged 285,000 MT and for 1975/76 and 1976/77,

averaged 282,000 MT; nut by 1983/84, production had dropped to
 
217,000 MT, with a 3 year average (1981/82-1983/84) of 233,300
 
MT.* In the same period, oil extraction rate of cotton seed
 
dropped about 2 percentage points, from 13-14% to 11-12%. Wheat
 
production rose from a plateau of about 7,000,000 MT to about
 
12,000,000 MT.
 

Outputs of groundnuts, which are mainly consumed as nuts (not

processed for oil) and hence not greatly affected oy ghee price

limitations, increased from about 50,000 MT in the eariy 1970s
 
to 86,000 MT average FY 1982/83 and 1983/84. Production of
 
non-traditional oilseeds, (sunflower, soybean, safflower) for
 
which price supports were first established in 1976, pursuant to
 
PL 480 negotiation which called for a vegetable 
oil strategy,
 
has increased substantiaily in percentage terms starting from a
 
small base:
 

*With price increases in 1983/84 for gnee and oii about 30%,
 
rape and mustard seed output were up 10% in 1984/85 over the
 
year before.
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From 1970/71 to 197.1/72 to the present:
 

o Soybeans increased from 930 to 
1450 MT (+55%)
 

Sunflower increased from 670 to 
7,900 MT (+1075%)
 

o Safflower, introduced 
 in 1976, reached an estimated
 
4,447 MT in 1982/83 and 
then dropped to 3,200 in 1983/84.
 

These increases in sunflower and safflower 
have come mainly in
Sind, while soybeans are grown mainly 
in NW 'P. Very small
 amounts of sunflower were grown 
 in Sina in 1970/72, out
production then ceased until 
 incentives were introauced 

1976/77. In 1983/84, 

in
 
Sind accounted for over 
 50% of total
 

Pakistan sunflower production.
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