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EXECTJ'l'IVE SUMMAR. Y 

A. Mission and Project Evaluated 

USAID/ISLAMABAD; Evalu~tion of the ;475 ~illion Agricultural Commodities 
dnd Equipment Grant/Loan Program, ~o.39l-0468 (ACE) and the SlOO million 
~nergy Commodities and Equipment Grant/Loan Program, No.39l-0486 (ECE); 
report completed July 29,1987. 

B. Purpose of the Activities Involved 

These two sector-specific commodity import programs (C!Ps) were designed 
to (1) provide balance of payments support to the Government of Pakistan 
(GOP) through rapid disbursements of program funds for imports by both 
the public and private sectors of sector-related commodities from United 
SCates sources; (2) increase agricultural productivity; (3) increase 
energy generation capacity; (4) strengthen the private sector in 
Pakistan. Idter conditions were imposed through amendments to the 
program obligating documents, such as increasing to 60% the share of 
fp.rtilizer distributed through the private sector. Agriculture and 
energy receive high priority in USArD's program and are high on the GOP's 
list of priorities in its Sixth (1982-87) and draft Seventh (1988-1993) 
Five Year Plans. 

C. Purpose of the Evaluation and Methodology 

This was a schedul~d evaluation for each program. ACE was evaluated once 
several months after its inception in 1982; ECE has not been evaluated 
since its inception in 1984. ACE has disbursed over ~267 million out of 
$390 million in obligations; ECE has disbursed 59.7 million of'SlOO 
million obligated. Both have performed poorly in the private sector-ACE 
has used only 52.8 million of 530 million obli3ated for that purpose; ECE 
has disbursed nothing out of ~20 million obligated. A primary purpose of 
the evaluation is to determine the causes for that non-utilization and 
recommend ways to increase the usage of those funds or recommend 
alternate uses for them. Other purposes are to examine alternatives to 
CIPs, to assess the economic and development impact of each program, the 
effectiveness of their management, and the effect on the four "pillars" 
of AID's current development strategy. The four-person team consisted of 
an economist, an agricultural specialist, an energy specialist and a 
procurement specialist (team leader). Asia Near East Bureau (ANE) staff 
briefed the team in Washington aa did aSAIn staff in Islamabad. The team 
interviewed other USAID and Embassy staff, and World Bank and GOP 
officials in Islamabad, Lahore and Karachi as well as private sector 
importers in Lahore and Karachi; two members of the team spoke with 
officials of public and private sector banks in Karachi. Interviews were 
unstructured but used to elicit views on obstacles to the increased use 
of the programs, particularly in the private sector. Team members 
visited areas where program commodities were being used or warehoused. 
USAID made available extensive project .lnd program documentation along 
with GOP and World Bank statistics. The team examined procurement and 
project files, audit reports, a previous evaluation and recent surveys 
and studies on the private sector problem plus macro-economic data. All 
sources were secondary and the team did not generate data independently • 
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rt submitted a nraft report for ~ission comments, then revised that irafe 
before its departure. The cont~actor submitted 3 f!na1 ?roducc after 
recei"ling the ~ssion' s final comments in ~~ashington. The total 
evaluation effort required 150 person days. 

D. Findings, Conclusions and Recommendations (by Chapter) 

1. The Private Sector Windows 

Original expectations for private sector activity under the CIP were 
':lased on studies and -3.ssumpt':ooe whic~ did. not 8ufftciently ~ake into 
consideration the volume of competing foreign exchange; decisions ~ere 
made on the assumption that the superiority of O.S. products would 
overcome price differentials. Experience has prcven otherwise. The 
Mission recently conducted in-depth interviews with private importers 
which indicate the follQwing factors as major obstacles to the use of the 
private sector funds (these were confirmed by the team through its 
interviews with banks and importers): 

(i) high O.S. product and transportation costs; (ii) unfamiliarity 
with U.S. products and suppliers; (iii) lack of manufacturers' 
representatives in country for service and technical information, 
particularly as compared to Japanese firms; (iv) high interest 
rates (14%) charged by local banks for rupee loans with which to 
buy dollars (including a 3% charge for foreign exchange risk 
cover); (v) lack of information about CIP, particularly in banks; 
(vi) difficulty in obtaining credit from the assigned banks if not 
a customer (high collateral); (vii) GOP slowness in approving 
import licenses, particularly for traders; (viii) limitations 
imposed by GOP Ministry of Commerce on amounts of transactions for 
traders under the Impact Policy Order (IPO). 

Mission efforts to remove constraints began in early 1986 and increpsed 
markedly in 1987. During the course of this evaluation, the GOP agl~ed 
to lower the bank interest rate to 10% from 14%. But no one has yet 
calculated the weight to be given to each of the inhibiting factors noted 
above. The detailing of ~ Contract Office employee to the Commodity 
Management OfUce (CMO) has increased pressure on the GOP and is keeping 
the import commun1~y aware of the private sector fund availability. 

Recommendations: 

• That OSAlD continue pressing the GOP to exempt the ACE and ECE 
private sector windows from the restrictive provisions of the 
Import Policy Order. 

• That the CommOdities ~anagement Office continue to publicize the 
program's recent interest rate decrease from 14 to 10 percent and 
continue its current media and information campaign to include 
local business groups and chamber~ of commerce. 

• That the Commodities ~anagement Off~ce urge the GOP to expand the 
number of approved applicant banks to include domestic industrial 
financial institutions that cater to the private sector and have 
the ability to issue forei~n exchange l~tters of credit acceptable 
to U.S. banks. 
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• That OSAlD continue ~oth private sector '~ndow9 for six ~onths to 
test the response to the new lower interest =ates. (5) That OSAlD 
management ree~amine the objectives of the ?rivate sector ~ndow 
(e.g. should the :argeted group be all firms or just small and 
medium firms in the rural area ?). (6) That US AID consider 
contracting with a qualified Pak~stani firm to determine the 
relative ~ffects of each perceived constraint on the private 
windows. (7) That at the end of six months, USAlD use the results 
of the two previous recommendations to reach a decision on whether 
to continue the pri'rate windows. (8) That if a decision is reached 
to close the pt'iv'ate ~ndows as ::1OW st:"Uctured, f]SAlD :i!:'st 
consider utilizing the funds to develop alternative opportunities 
for promoting pt'iyate sector participation. (9) That 1£ private 
sector participation projects are not deemed feasible, both ACE and 
ECE private sector funds be transferred to public sector activities 
that support either stabilization efforts, if needed, or projects 
with high developmental i!!lpact as measured by internal rates of 
return. 

2. Development Impact 

ACE: To date 48% of ACE funds have been obligated for fertilizer 
imports, 25% for wheat, 21% for machinery, and 6% for cotton. Fertilizer 
imports have had the fastest delivery time and most immediate development 
impact through use by farmers; ~lheat and cotton imports had economic but 
no development impacts. Machinery imports have had a slower development 
impact because of longer procurement time and need to be integrated into 
the projects for which they were ordered. There was delayed utilization 
of some machinery because of slow project implementation, but those 
defects have been corrected. The potential impact of the machi~ery is 
extremely high as it is primarily for USAID-designed and implemented 
projects. Fertilizer has contributed to the policy dialogue with respect 
to private sector share of distribution and fertilizer pricing. There is 
still much room for improving the technology for more effective and 
efficient use of fertilizer by the farmers. 

Machinery will have a direct impact on technology transfer and will 
contribute to institution building in those entities assisted through 
icdividual projects. There is little impact on the private sector per se 
as the projects are in the public sector. The private sector window has 
used ooly $2.8 million dollars since 1984. 

Overall, ACE has been effectively utilized to obtain the fullest 
development impact while not ignoring the ClP goal of rapid 
disbursements. Because ACE ~as purposely designed for disbursement and 
commodity infusion and not for conditionality, the recently approved 
Agricultural Sector Support Program (ASSP), which includes a elP-type 
activity, will have more conditions built in from the beginning, 
including a unique cash transfer element. 

Recommendations: 

• That USAID arrange an observational trip to the United States and 
oth~r countries in ~hich ~oth the pub:ic and private sector can 
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together ohserve and compare the interaction and =espective roles 
of the tvo sectors in fertilizer supply, distribution and use. 

That the GOP make suc~ policy changes (i~port, pricing, subsidy 
reduction, transport costs, interest rate reforms to reflect ~rket 
rates, and easing of collateral requirements) as necessary to 
encourage and facilitate the private sector's participation in 
promoting efficient fertilizer use and the supply or provision of 
other prerequisite production inputs and services. 

• That fJSAID ero.coura~ the pri'rate sector fertilizer indmre-ry to 
utilize the training resources offered to the private sector as a 
~eans for preparing the industry for an expanded role in 
agricultural development. 

• That, to the extent possible, future equipment procurement be made 
through regular GOP procurement channels. 

ECE. Unlike ACE, the co~odities imported under ECE are destined not for 
projects but for specific agencies in the public energy sector, including 
generation, transmission and distribution entities and research 
institutes. The emphasis is on development of the energy sector, with 
secondary emphasis on short-run rapid disbursements. The first 
commodities arrived in 1986, but given the vital role energy plays in 
Pakistan's industrial and development growth and the pent-up demand for 
energy by all sectors, the presumed development impact will be of the 
highest order. ECE also plays an important part in the policy dialogue 
re energy sector conce~s. Technology transfer and institution' building 
are concomitant goals of ~:le ECE program. Even though the private sector 
window is as yet unused, GOP resources are insufficient to fill. the 
expected energy gap into 1993, and donors will not fill that gap. 
Increasingly, private firms will be called on to supply needed generation 
resources. ECE is providing support for the private sector through 
public sector development of research institut~s; aSAID energy sector 
projects also stress the involvement, of the private sector. 

Recommendations: 

, That aSAID continue to place the highest priority on the ECE import 
program and continue to fund the public agencies based on the 
critical need for fJ.S.-made equipment and spare parts. The final 
level of future funding for the post-1987 period should be based on 
the evaluation in the last recommendation herein. 

• That aSAlD encourage GOP to support private sector development 
through the ~ub1ic sector institutions. 

• That the next evaluation of ECE specifically assess the benefits of 
ECE equipment to KESC and WAPDA predicted in the Stone and Webster 
report of October 1985. 
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• That ~&E develop ?lans to encourage t~e use of private sector ECE 
funds to implement the =esults of EP&D feasibility studies on 
energy conservation. 

• That ECE be focused on the areas where a.s. equipment and 
technology are superior, such as mining and drilling. 

• That USAID provide technical assistance to the GOP for prepa=ing 
standardized notices of intention and application for certification 
for private generating facilities. 

• That aSAlD provide technical assistance in developing standard 
offer cont=acts for capacity and energy delivery to NAPDA and KESC 
by private energy project developers. 

• That USAID provide technical assistance to the GOP to develop 
private power plant siting ~egulations. 

• That USAID maintain close coordination with other donor agencies' 
commodity equipment programs so that ECE may qhift its emphasis 
accordingly. 

• TIlat USAlD schedule an evaluation for ECE for the spring of 1988 
which will assess the utilization of equipment and machinery 
imported for the public sector agencies and its actual impact on 
development goals. 

3. Econoudc Impa~t 

Because each commodity element carries its own balance of payments 
impact, the Mission must determine the appropriate mix to achieve its 
particular economic goals. ACE achieved a high rate of disbursements 
with bulk commodities, the largest portion of its imports, and a lower 
rate with machinery, which, however, had a much higher development 
impact. The design of both AC~ and ECE, with the exception of the 
private windows, was most appropriate to the situation in Pakistan. Many 
of the commodities imported did not have a true balance of payments 
effect because they were not commodities which the country would have 
purchased in absence of the aSAlD funds, but the same commodities will 
have a longer-range effect through import substitution and export 
promotion. 

Both CIPs provide an important stabilizing effect on the market by their 
availability and flexibility, which is also a positive political gain. 
Both CIPs arp. important factors in the policy dialogue with the GOP 
concerning energy and agricultural sector issues. 

Recommendations: 

• That aSAlD continue both the ACE and ECE programs in the public 
sector, retaining sufficient flexibility in ACE to help stabilize 
the market when faced with unexpected shocks to the economy. 

• That USAID retain the sectoral eIP ~n preference to a cash grant or 
general eIP. 
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4. Management Effectiveness 

Overall ~agement of the ewo ClPs is good; the presence of an 
experienced commodities officer is a definite plus, although the 
Commodities Management Office is understaffed. Both the agriculture and 
energy divisions have technical experts available to advise on specific 
commodity requirements (the ACE program ~chinery and equipment 
procurement is actually based on project designs). There is good 
coordination among the technical divisions, the Program Office and the 
CMO, but ~th the CMO being moved from the Legal Advisor's office to the 
Contracts Office and new division ~eads coming soon for ARD and E&E, 
there is need for a reexamination of each office's responsibilities. A 
single source of relevant information for tracking and monitoring both 
the commodity flows and financing status is lacking, although that 
information is available in the several relevant offices. The team 
questions how much longer the USArD/Karachi Liaison Office should 
continue to clear ClP commodities consigned to GOP agencies. The most 
serious management bottlenecks exist in the GOP offices and ministries. 
Delays of six months or more in the procurement process are caused by the 
time consumed in drafting speCifications and evaluating bids, which may 
be alleviated by appropriate training. There are also significant delays 
attributable to AlDiWashington clearance of specifications and approval 
of certain bids. Programming of local currency generations is 
accomplished through negotiations with GOP officials prior to the 
finalizing of the annual budget with respect to budget sectors to be 
strengthened by allocation of the generated rupees. The GOP then is 
required to report semi-annually on deposits and withdrawals, but is not 
current in its reporting. The advantage in the programming process is 
the opportunity USAlD has to review the GOP budget with the government 
and give its views on allocations for development purposes. It is 
another aspect of the policy dialogue. 

Recommendations: 

• That the Contracting Officer meet with the new ARD and E&E chiefs 
and Project Officers, the Commodity Management Officer, and the 
Program Officer to establish the lines of communication within the 
Mission and with the GOP. 

• That USAlD establish one more U.S. direct hire position in CMO and 
retain for six months the person on detail to concentrate on 
private sector matters. 

• That the CMO design and install a single tracking and monitoring 
system for ACE and ECE on a priority basis. 

• That USAID promote the use of the existing training project so that 
GOP specification writers and contract evaluators receive 
on-the-job training and participant training in their specialties 
from a firm that has an energy equipment specification data base 
and technical assistance capabilities. 

\rt 
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• That USAlD and GOP utilize the services of a team of public 
administration/procurement ezperts to help the GOP streamline the 
procurement approval process at the Federal level. 

• That USAlD devise a plan for gradually phasing over to GOP agencies 
the responsibility for clearing eIP-funded commodities for their 
use. 

• That USAID urge the GOP to comply with the semi-annual reporting 
requirements for deposit and allocation of elP sales proceeds. 

5. Lessons Learned 

• Planners of a private sector ClP should take into account 
competitive foreign ezchange sources in the host country. 

• Neither U.S. products nor dollars enjoy the favored position of the 
past. Japanese fi~s in particular outsell and outservice U.S. 
firms. 

• Bulk commodity shipments offer the fastest disbursing rates but not 
always maximum balance of payments support; the latter depends on 
whether ClP-funded imports substitute for plapued imports using 
government's own foreign exchange. 

• An important aspect of balance of payments support is the 
stabilizing effect a well-funded CIP lends to the market-place. 

• There is a tendency to load ClPs with differing goals and 
objectives, which could result in policy and management conflicts. 

• The existence of the ACE program provided the necessary framework 
and flexibility for meeting unexpected demands for wheat and cotton. 

• ECE provides a mechanism for importing commodities for the energy 
sector without having to develop and design new projects. ACE 
provided a method to import commodities for projects in the design 
stage, thus insuring better coordination between commodities and 
other elements. 

• An experienced commodity management officer should be on board when 
a ClP is designed and initially implemented. 

• The commodities office should have a significant voice in 
implementation and policy decision making. 

• Institution building is defeated when elP commodities for the 
government continue to be cleared by the USAIn in the name of 
expediency. 

• So long as government rules concerning import policy, licensing, 
and financing limitations exist, a private sector-focu~ed CIP's 
direction and efficiency will be subject to the government's whim. 

~--------------------------------------------------DE"ELOP3rEXTASSOCIATES. l~c.----~ 

x 



• AlD's legislative and regulatory restrictions conce~og CIP 
programs ~y be waived io specific cases '4.1ch ample justification, 
but the basic framework ~ll be slow to change. 
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~ODUCTION 

A. Project Being Evaluated 

This is a joint evaluation of USAlD Pakistan's two commodity import 
programs (CIPs), Agricultural Commodities and Equipment (ACE) and Energy 
Commodities and Equipment (ECE). 

AID authorized ACE in ~rch 1982 as a proposed 3300 million program over 
the ?eriod FY 1982-FY 1986. !he !irst t-.nch ~&S 360 million, part loan 
lnd part grant. As a ~esult of four amendments since 1982, 5475 ~llion 
has been allocated for the life of the project (LOP) of which 3390 
million has been obligated through loan and grant ~greements. Of the LOP 
funding, 360 million has been planned for the private sector, of which 
only 52.8 million has been committed thus far. Except for wheat, cotton 
and fertilizet, ACE public sector imports are :argely for seven aSAID 
agriculture projects. 

ECE was authorized in August 1984 as a SIOO million program over the 
period FY 1984-FY 1986. It consists of 550 million in loan funds and $50 
million in grant funds. A total allocation of 520 million has been made 
available for the private sector, but none of that money has been 
committed or disbursed.* 

In addition to providing commodities for specific categories within each 
sector, both programs stress the importance of providing balance of 
payments support to the Government of Pakistan. 

The ACE program was evaluated in December 1982. Those conclusions and 
recommendations have been taken into consideration herein. The ·team has 
also examined a Regional Inspector General's Audit of the ACE program and 
several USAID end-use reviews of ACE commodity utilization. 

No prior evaluation of ECE has been undertaken and there have not been 
any end-use reviews. 

* A note for the uninitiated: life of project funding is a proposed 
total for a program, always subject to Congressional approval and 
appropriation. That figure may be authorized by the AID Administrator in 
the PAAD and all or part of it may be obligated by a loan or grant 
agreement signed by both governments. Then, as the program actually 
commences ope~ations, a portion of the obligated funds may be earmarked 
(or reserved) for a sector, committed to a transaction through the 
issuance of a letter of credit (L/C) or a letter of commitment (L/COM) , 
and then finally disbursed to the U.S. supplier. The pipeline is the 
difference between obligated and disbursed amounts. The rate of 
disbursment is the speed at which obligated funds are disbursed. 
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B. Scope of Evnluatiou and ~ethodol0!1 

!he full scope of work is found at Annex A. Each topic ~as a separate 
chapter 1n the report, but there is some overlapping as particular points 
are examined from different perspectives. Chapter I examines the myriad 
reasons why neither program has been successful in attracting meaningful 
partiCipation from the vibrant and growing private sector 1n Pakistan. 
In Chapter II, there is an analysis of the effects of the various 
commodities on development, particularly in light of AID's "four 
pillars," poli.:y dialogue, t~chnology transfer, institution building lnd 
privatization. In Chapter lIl, the :eport ~sse8ses the economic impact 
of the programs in an aggregate sense, including their cont=ibution to 
balance of payments support, and then as a function of the particular 
commodities imported. How the programs have been managed - by both 
governments - is the topic for Chapter IV, Included are discussions of 
bottlenecks in the process, rates of disbursements, the efficiency of the 
procurement process for those using it and local currency uses. 

In each chapter the authors have made specific recommendations for 
consideration by the relevant entities. 

Lessons Learned is a gathering together of the team's observations which 
may be applied to similar programs now being planned or in the initial 
phases of implementation. 

The evaluation team, formed under the auspices of Development Associates 
in response to USArD's request for specific disciplines, is comprised of 
the following: 

C. Blair Allen, Agricultural Specialist, Private Consultant, 
Retired AID For~ign Service Officer; 

Shibu B. Dhar, En~tgy SpeCialist, Private 
Consultant and Member of the California Energy Commission; 

Stanley J. Siegel, Procurement Specialist, 
Principal Author of AlD's Handbook on CIP Evaluation, 
Retired AlD Foreign Service Officer, and Team Leader; 

Richard H. Sines, Economist, Private Consultant, 
Former P"ofessor of Sconomics and Author, formerly in AlD's 
REDSO office 1n the Ivory Coast. 

All of the team has had extensive experience in Third World countries. 
Mr. Allen and ~r. Siegel were stationed in Pakistan from 1958-1963 and 
1960-1962, respectively, with USAlD's predecessor agency. 

After an initial briefing by AlD/W officials, the team flew directly to 
Islamabad where an intensive schedule of meetings was held beginning 
May 4 witr.. GOP officials, USAlD and Embassy staff. On ~y 13, the team 
went to Lahore for a series of meetings with GOP officials and private 
sector indirlduals, including a fertilizer seller and end user. From 
May 16-20, the team interviewed government and private sector officials 
in Karachi, the commercial hub of Pakistan. 
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The interviews wer~ non-structured, but designed to ~llcit opinions on 
the utility of the program, the difficulties encountered, and reasons for 
non-utilization by the private sector. AID staif in Islamabad, Lahore 
and ~rach1 made appoin~ents based on suggestions from the team as to 
the ~i% thought desirable. Members of USAIn's staff accompani~d t~e teae 
members to the various interviews, assisting in introductions and 
expediting the process. Their presence did not inhibit the frankness of 
the respondents. 

Because over 3aO million in agricultural machinery and equi?Ment is ~eing 
imported under ACE for s~'!p.u !JSAIn agricultural projects, it beca.~ 
incumbent on thp. team when evaluating ACE's development impact to examine 
the effectiveness of the i~ported items in the several projects. rhis 
required a detailed review of ARD project goals and purposes and an 
assessment of the extent to which the machinery and equipment contributed 
to the achievement of those ends. The team had the advantage of Mr. 
Allen's evaluation of the Irrigation System Management project in 1985; 
ISM alone is the receipient of 352 million in ACE equipment. 

Even though ECE commodities are not imported for specific aSAIn projects, 
the PAAD makes it clear that ECE is 1n support of aSAID's total energy 
program, which includes several innovative projects. Those projects, 
too, were examined to determine the development linkage between the ECE 
commodities and the USAIn energy sector program. 

The team has relied heavily on documentation provided by the Mission, 
particularly project material and statistical information, including the 
April 1987 CDSS. A list of persons'contacted and documents used are 
found in Annexes Band C. 

'!'he first draft of the report was submitted to aSAID on June J. On 
June 4, US~rry staff gave the team their initial reactions and comments, 
and the team made revisions. 

The team left a final draft with the Mission on June 8, prior to 
departure on June 9. The contractor delivered the final product to aSAIn 
on July 29 after incorporating the Mission's detailed comments. 
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~rketing and Policy Analysis Section CEMPAS) , Office of 
Agriculture and Rural Development CARD), who provided inio~tion, 
statistics and insight in an efficienc and professional ~nner; 

• Syed Mahmood, Program Manager, Energy Commodity and Equipment 
Program, in the Office of Energy and Environment (E&E), and David 
Samson, Program Assistant in the same office, bot~ of ~hom ~el?ed 
coordinate interviews and field trips and accompanied the team to 
Lahore and Karachi. Their assistance and detailed knowledge of ~he 
energy sector ~as ~a=ticularly welcome. 

Finally, this report would not have been produced without the assistance 
of the many USAlD secretaries and their ubility to unscramble the varied 
handwritings of four drafters and turn it all into a presentable product. 
The team especially wishes to acknowledge the valuable contributions made 
by Mohammad Ilyas, E&E, and Sheikh F. Rahman, ARD, in the final 
corrections and mergj~g of the material for the final draft report. 

The team received many helpful suggestions from USAlD staff on specific 
recommendations and approaches to the report. Not to have taken those 
suggestions 3erious1y and factor them into the final report would have 
been to turn a blind eye to the insight and experience developed by the 
staff in their collective years of work in Pakistan. But in the end, the 
responsibility for each conclusion and recommendation is entirely that of 
the team and the contractor. 

Development Associates, Inc., 
Stanley J. Siegel 
Senior Associate 
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Commodity Impo~t ?ro~rams - General 

Long a staple of AID assistance, commodity import programs have been used 
in one way or another in most AID countries. Sometimes called commercial 
import programs, they have involved the private as well as the public 
sector. Traditionally they were designed to p~ovide the commodities 
needed by a country to develop its industrial sector and conserve scarce 
foreign exchang~. !her ?rovided the flexibility to ~et the important 
demands of the economy through relatively rapid disbursments. An 
important facet of such programs is the requirement that only u.s. 
commodities be purchased with the funds (with some limited exceptions for 
hoat country shipping and Third World purchases). 

Funds are provided to the host government on either a grant or loan 
basis, and often are mixed in a single program, but in either case the 
funds ~emain in the United States. When loaned to a host government with 
a provision for ~epayme~t in dolla~s, the funds are disbursed to u.S. 
supplie~s, shipping companies and maritime insurance companies by AID 
directly or through American banks, depending on the details of the 
t~ansaction. When loan funds are disbursed they become a debt of the 
host country to the United States government. (Further details are noted 
in the footnote in the Introduction.) 

Funds have been authorized by Congress under a variety of titles, but for 
the past several years they have been largely authorized in foreign 
assistance legislation as Economic Support Funds. While ESF funds may be 
used fo~ economic and political stability purposes in contrast to 
Development Assistance funds, Congress has imposed increasing restric­
tions on ESF, insisting that AID take into consideration the development 
needs of a country when planning CIPs. 

Commodity Import Programs-Sector Oriented 

While general CIP programs are based on an extremely broad list of 
eligible commodities, many--often called "CIP-like" programs--are focused 
on only one sector of the economy, such as iron and steel, health, 
agriculture, energy, etc. When such a program is developed, there is 
often a different series of considerations involved. For example, they 
may enable a USAID to expedite the import of seve~ely n~eded commodities 
without having to deSign and develop extensive and expensive projects 
with long commodity lead times before commodities may be ordered; by 
concentrating on one sector, AID may take the opportunity to achieve 
structural changes in that sector (liberalization of import requirements, 
encouraging the use of new teChnology), or rapid disbursing bulk items 
may be selected. The ACE and ECE programs being evaluated here are 
examples of sector CIPs. ACE machinery goes largely to aSAIn 
agricultural projects, but in ECE, the commodities are destined for that 
part of the energy sector not receiving project assistance. ECE has no 
fast disbursing commodities, but the majority of ACE funds were for that 
purpose. 
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The Procurement Process 

Whether the ClP is a general or a sector program, the procurement process 
is generally the same. In Pakistan, ACE funds have often been obligated 
by the issuance of Project Implementation Orders/Commodities (PIO/Cs) and 
handled as project procurement, but under ClP rules. T~is actually ~kes 
the ACE program a bank for project support. A further distinction arises 
from whether the transaction is in the public or private sector. Below 
are outlined the steps in three different categories, a normal commercial 
import by a private importer funded through non-AID sources, a private 
im?ort through the AID CIP ?rocess, and public sector imports under AID 
CIP, all in Pakistan. An important concept to be borne in mind Ls that 
in soft currency countries, the "purchase" of foreign exchange by an 
importer is a book transaction -- the importer never sees or handles the 
foreign exchange -- it comes out of the government's reserves or from a 
donor import program like CIP. In countries with hard currencies, such 
as the 0.5., where the "local" currency is also the country's foreign 
exchange, an importer uses his own dollars to pay the foreign supplier 
through appropriate commercial banking facilities where the exchange 
takes place. Indeed, the original goal of a CIP was to follow regular 
commercial practice wherever possible. 

Grant funded commodities imported for sale by the GOP, such as wheat, 
fertilizer and cotton, generate local currency proceeds which are in turn 
used by the GOP in its development budget (see Chapter IV). 

PRIVATE SECTOR llipORTER. PUBLIC SECTOR AGENCY 
USrnG NOH-ClP $ OSING eIP $ 

A. 

1. Obtains "pro-forma" 
invoice from supplier 
showing commodity and 
price 

B. 

1. Checks with USAID or 
approved bank on 
commodity eligibility 
under ClP rules (there 
are 3 GOP and 4 U.S. 
banks in Pakistan 
approved to handle CIP 
transactions) 

2. Applies to GOP for 2. Same as A-2 
import licence with 
payment of 4% fee 

3. Takes license to 
his bank (public or 
private) and arranges 

3. Obtains two or three 
quotes from U.S. 
suppliers (if dealer, 

PRIVATE SECTOR lliPORTER 
OSING ClP $ 

C. 

1. Agency determines needs 
and drafts initial 
specs 

2. Reviewed/modified by 
GOP Economic Affairs 
Division (EAD) of 
Ministry of Finance 
based on budget 
constraints and 
priorities 

3. Agency develops spec­
ifications (or requests 
AID assistance) -- this 
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for Letter of Credit 
(L/c) on payment of 
rupee equivalent of 
dollar amouut-either 
all c~sh or on 
credit tens 

4. Place order wit~ 
supplier. Bank opens 
Llc in favor of 
supplier through 
correspondent bank 1n 
the U.S. 

5. Supplier fills 
order and ships. 
Submits shipping 
documents to corres­
pondent bank and 
receives payment 

6. Goods received by 
importer in Pakistan 
upon his payment of 
required custom duties 

may use his TJ. S. 
supplier without ot~er 
quotes). If importer 
does ~ot know U.S. 
market, may request 
USAID cable AID/W to 
advertise his require­
ment in AID publication 
but could lose months 
1~ t~s process, and 
~y ~ot g~t response 

4. Goes to approved bank 
with licence and quotes 
to arrange for L/c. If 
not doing business with 
approved bank, may face 
expensive and time­
consuming collateral 
requirements in addition 
to interest on rupee 
loan with which to 
"buy" CIP 3 (18 months 
for traders, up to 60 
months for end users) 

5. Same as column A-4, 
except that AID must 
issue correspondent 
bank a letter of 
commitment. LCOM bank 
confirms Llc if 
commodity is eligible 
for AID financing 

6. Supplier fills oruer 
and ships. Upon 
presentation of proper 
documentation supplier 
is paid by LICom bank 

7. Same as column A-6 

can consume ~~o ~ont~s 

or ~ore 

4. Draft Invitation for 
Bids (IFB) for formal 
tenders or request 
for quotatio~s where 
performance or output 
more important than 
specifications. USAlD 
is always involved in 
this process 

5. IFBs or RFQs published 
or advertised 

6.' Public opening of bids 
attended by USAID 
observer (private 
opening of RFQs) 

7. Agenc1 evaluates bids 
or quotes-can take up to 
4 months. Sends decision 
to USAID for "~o 
objection" letter 

8. Upon receipt of no 
objection letter, places 
order with U.S. supplier 
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and obtains performance 
bond 

9. Agency signs cont~lct 
with supplier 

10. Contract sent to 
USAlD cont~oller who 
opens letter of 
commit:Dent (L/cQ}O in 
favor of the supplier. 
L/cOM issu~d by AlD/~ for 
all bulk procurement o~ 
when lFB opening is in 
GOP Embassy in Washington 

11. Supplier fills 
orders, ships, sends 
documents to USAID or AID 
controller 

12. Controller sends 
check to supplier 

13. Agency clears goods 
through port or USAlD 
Karachi Liaison Office 
does so when goods are 
consigned to rrSAlD 

DEYELOP~[E~T ASSOCU.TES. I~c. --..-l~fl 



ACE 
ADB 
ADBP 
AID 
AB..D 
BALAD 
Baran! 
BOP 
BTU 
C&F 
ClP 
ceo 
CIDA 
CDSS 
CPl 
am 
CNG 
DAP 
DGER. 
BCE 
BEe 
BP&D 
ESF 
FAA 
FDF! 
FPD 
FSM 
GnP 
GNP 
GOP 
GSP 
HDlP 
IDA 
IDBP 
In 
IFe 
IMF 
ISM 
Kharif 
KESe 
Llc 
L/cOM 
WP 
LPG 
MART 
MINFA 
MOF 

GLOSSARY 

Agricultural Commodities and Equipment Program 
Asian Development 3ank 
Agricultural Development Bank of Pakistan 
U. S. Agency for International DevelopmPont 
Agricultural and Rural Development Office, USAIn 
Baluchistan Area Development Project 
Rainfed Crop Areas 
Balance of Payments 
British The~l Gnit 
Cost Oc Freight 
Commodity Import Program 
Commodity Control Unit 
Canadian International Development Agency 
Country Development Strategy Statement 
~ommodity Procurement Instructions 
Commodity Management Office(r), USAID 
Compressed Natural Gas 
Diammonium Phosphate Fertilizer 
Directorate General of Energy Resources 
Energy Commodities and Equipment Program 
European Economic Committee 
Energy Planning and Development Project 
Economic Support Funds 
Foreign Assistance Act 
Federal Directorate of Fertilizer Imports 
Foregtry Planning and Development Project 
Food Security Management Project 
Gross Domestic Product 
Gross Natioual r~oduct 
Government of the Islamic Republic of Pakistan 
Geological Survey of Pakistan 
Hydrocarbon Institute of ~akistan 
International Development Agency (Soft Loan Arm of World Bank) 
Industrial Development Bank of Pakistan 
Invitation for Bids 
International Finance Corporation 
International Monetary Fund 
Irrigation Systems Management Projp.ct 
Summer Crop Season, April-September 
Karachi Electric Supply Corporation 
Letter of Credit 
Letter of Commitment 
Life of Project 
Liquified Petroleum Gas 
Management of Agricultural Research & Technology Project 
Ministry of Food and Agriculture 
Ministry of Finance 
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MPNR. 
liSOT 
MWP 
MW 
NAEC 
NDFC 
NESPAK 
NWFPAD 
OGDe 
OlaM 
PAAD 
PCSIR 
PIL 
PMDC 
PPL 
PSA 
Rabi 
Rs 
SCADA 
TA 
T&D 
TDP 
TIPAN 
'l'SP 
UNDP 
WAPDA 

OOOlP 

Ministry of ?etroleum and ~atural Resources 
Ministry of Science and Technology 
Ministry of Water and works 
Megawatt, 1 ~illion ~atts 
National Atomic Energy Council 
National Development and Finance Corporation 
Sational Engineering Services of Pakistan 
Northwest Frontier Province Area Development Project 
Oil and Gas Development Corporation of Pakistan 
Operations and Maintenance 
~ogram Assistance Approval Document 
Pakistan Council for Scientific and Industrial Research 
Project Implementation Letter 
Pakistan Mineral Development Corporation 
Pakistan Petroleum, Ltd. 
Procurement Services AgeD.t 
Winter Crop Season, October-March 
Rupees 
Supervisory Control and Data Acqusition 
Technical Assistance 
Transmission and Distribution 
Trade Development Program (AID) 
Transformation & Integration of Provincial Ag. Network Project 
Triple Super Phosphate Fertilizer 
United Nations Development Program 
Water and Power Development Authority 
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CBAP'1'EB. I. 

PlUVAT! SECTOR ~INDOWS 

Introduction 

The greatest disappoint~ent to the USAID and AID/W concerning the ACE and 
ECE programs has been the almost complete non-use of a potential SlOO 
million in the private sector windows by private sector firms in 
Pakistan. The ACE program has generated only ;2.8 million in 
commitments, and then mainly through the ~f=ort of the 3tat~wned 
Agricultural Development Sank of Pakistan (ADSP) , one of the approved 
applicant banks. 

No private sector funds have yet been committed under ECE, although there 
are indications of some interest developing. 

The mission had commissioned studies to determine the reasons for the 
poor response and six months ago detailed a U.S. direct hire employee to 
the Commodities Office to follow up on those studies and offer 
suggestions on ways to stimulate further interest. 

This chapter re-examines why the private sector window failed and 
recommends certain USAIn actions. 

A. Why The Private Sector Windows Are Important 

Empirical support of the greater efficiency of the private sector lies 
behind the broad trend, particularly in developed countries, towards 
privatization or divestiture of public enterprises. Developing 
countries, too, are increaSingly selling off those inefficient· 
parastatals that are draining their national budgets. Many developing 
countries are closing those parastatal operations which they cannot 
sell. Pakistan is only beginning to discuss privatization. 

But for a rapidly growing country,.divestiture of existing facilities is 
not enough. One must encourage private sector parti~ipation in the fast 
growing key sectors of the economy. The hypothesis that extending credit 
via the banking system can have sizeable impact on real private capital 
formation now has extensive empirical support and, when coupled with 
substantial evidence showing a strong positive relationship between 
growth and investment, suggests a strong connectior between domestic 
credit availability and ecouomic growth. 

The importance of promoting an increasing role for the private sector is 
well documented. It is consistent with the stated objectives of 
Pakistan's Sixth Five-Year Plan, World Bank initiatives and USAID's 
CDSS. Promoting the :'c'ivate ~ector is one of AlJ)/W's four pillars of 
development. But this program has imposed high costs to the Mission in 
terms of staff time. lilien CIP public sector funds are exhausted, 
continued non-use of the program could incur substantial opportunity 
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costs in ter.ns of foregone use of the funds on important unrealized 
public sector projects in energy and agriculture. Top ~anagement is 
urged to review the objectiv~9 of the private sector windows to determine 
whether the gains of continuing those windows are worth the costs and 
political capital needed to make it work. 

B. Objectives Of ACE And ECE 

Because of the greater efficiency of the private sector and limitations 
on the capabilities of the public sector, Pakistan's current Sixth Five 
Year Plan stresses the need tor a strong private sector to complement the 
public sector. The primary objectives of the private sector window as 
stated in the Second Amendment of the ACE PAAD [aSArD, July 1984, p.41] 
are to: 

Provide fast disbursing assistance for balance of payment support; 
Increase participation by the Pakistani private sector in 
activities important for the country's economic development; 
Promote agricultural development and utilization of agricultural 
products in Pakistan by providing incentives to the Pakistani 
private sector to invest in new capital stock for agribusiness. 

The primary objectives of the private sector window of ECE (USArD, (1984, 
p.36)] are identical with ACE with the exception of the third objec~ive, 
which was changed to: 

Promote increased energy efficiency in p=ivate sector industries 
and increased participation of the private sector 1n the 
development and exploration of hydrocarbon and renewable energy 
resources. 

The private sector for both ACE and ECE was expected to carry a 
substantial part of t.he overall CIP. Moreover, it was claimed that for 
ECE alone "the net foreign exchange impact of the program could therefore 
approach 3200 million in three years, with obvious' favorable impacts on 
the balance of payments problem" [USAID, P~\D, 1984]. Half of ECE 
funding was earmarked for the private sector. At present the World Bank, 
USAID and otber donors intend to provide only a small fraction of the 
capital investment requirement to meet increased demand for electricity 
by 1993 (details in Annex J). Thus the need for financing is real. 

Discussions with aSAIn staff and examination of various memoranda suggest 
that the main perceived objective of the CIP in general and the private 
sector in particular, was to have a large flexible fund for financing 
fast disbursing items. The objectives were meritorious. First, in times 
of external and internal shocks to the Pakistani economic system the 
program could be used in the absence of strong foreign reserve position 
to stave off growth inhibiting policies needed to finance the deficit. 
Second, the program could pe~it Pakistan to more easily adapt to natural 
structural changes tha: take place in any economy experiencing steady 
growth rates. Third, the commodities could support projects with 
substantial development impact. But the assumptions concerning the 
attractiveness of the private sector proved invalid. 
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c. ~ped1ments 

USAID ~ecently commissioned the Gallup o~ganization in Pakistan to 
determine the ~easons for lack of interest in the 0.5. agricultural 
sector co~od1tie9 in Pakistan and concluded that: 

The prime concern of every importer is to keep cost competitive. 
The second important consideration is quality which should be 
acceptable to his customers in the case of wholesaler or conform to 
established production standards in the case of end-user. In case 
there is no significant difference in cost and quality of several 
options, suitability of time of shipment can become the deciding 
consideration. The expected demand level will influence the 
quantum of imports [Gallup (1987, p.l)]. 

The many impediments facing the selling of 0.5. products in general and 
the use of the private sector windows in particular are now well 
documented by OSAID reports prepared by Coopers & Lybrand (1986), Gannon 
(1986) and Gallup (1987), and in summary are: 

• American commodities are perceived to be substantially more 
expensive (10% higher than comparab1es from Europe, 10 - 15% higher 
than from Japan, and 25 - 35% higher than from East Asia including 
South Korea, Taiwan, China and Malaysia) 

• High 3% foreign exchange risk insurance for 1 1/2 to 5 year payback 
period when importers thought 1% was enough for 1 1/2 years and 3% 
might only be justified for 5 years 

• Freight costs that are on the average three to five times higher 
than competitors because of the U.S. 50/50 shipping requirements 

• Longer shipping times which increases working capital costs 
• Lack of information on sources of O.S. supply 
• Costly inefficiency of banks 
• High bank interest rates for rupee loans ~~th which to buy dollars 

(41% used suppliers' credit; of them 19% claimed they did not pay 
any interest (presumably built into the price and not quoted 
separately); about 1/3 paid less than 11%; and 44% paid interest 
rates ranging between 11% and 17% 

• Lack of interest by 0.5. exporters 
• Perceived quality differences 
• Lack of maintenance and service 
• Lack of close O.S. business relationships which raised additional 

psychological and business costs 
• High collateral requirement for extending loans under the CIP 
• Shorter terms of repayment 
• Import license restrictions (that can tie up working capital for 

long periods of time) 
• More favorable terms in the official credit cr.~nnels because 

commodities at the. same te~~ are not tied for the World Bank* and 
Asian Development Bank 

*The World Bank's private sector window is behind schedule even though 
the Bank permits international tenders. 
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• ~ot engaging in illegal practices such as over-invoicing (when 
supplier prices are inflated on the invoice and rebates of ~he 
difference are placed in the importer's foreign bank account, ~hich 
reduces the financing cost by 5-6% and avoids import duty on at 
least 40% of amount un1er-invoiced) 

It is clear that Pakistani importers facing these adverse conditions with 
more attractive alternative financing available, would not be well 
advised to borrow money through the CIP's private sector window. US AID 
had undertaken a number of piecemeal actions to make the windows ~orkable 
(see section I-E). It appears that one of the ~in problems =emains the 
prohibitively costly bur~aucratic red tape of the GOP. 

One constraint of particular importance to small and medium firms in the 
energy sector is lack among current CIP applicant banks of a financial 
institution that can provide them with needed start-up services. All 
private sector window disbursements to date have been in agriculture, 
mainly through the ADBP which, unlike purely commercial banks, is 
interested in development outside the large urban areas. In principle, 
development banks will invest in certain projects in rural areas even if 
their likelihood of success is somewhat lower. However, the ADBP has a 
90 percent rate of loan pay backs compared to 50 percent for the other 
state banks.* Unlike the other CIP applicant banks, the ADBP is more 
likely to provide customers with special services including the packaging 
of finance, preinvestment studies, and wide dissemination of financial 
services. For the ClP, ADBP arranged a creative mix of their regular 
funds to finance the domestic costs and the ClP foreign exchange costs of 
a project they helped develop. 

The ADBP remains the only development oriented-bank among the current ClP 
applicant banks and its orientation is towards agriculture. There is 
currently no counterpart for energy, although candidates such as the 
National Development Finance Corporation that cater to industry, are 
development oriented and could provide similar comprehensive services. 

D. Economic Costs Of Bureaucratic Process To The Private Sector 

1. Example 1: Restrictions FaCing Traders 

Allied Engineering, located in Karachi, is an authorized dealer for 
Caterpillar products and has a joint venture with Ford Motor Company. It 
applied under the ECE component of the CIP for CWo loans to finance 
generating sets. The first, a "test" transaction, totaled ;58 thousand 
and the second totaled 3250 thousand. The following comments illustrate 
some of the problems that have handcuffed the private sector window and 
how some of them have been corrected through the persistence of USAlD 
staff. 

a. Problems with Parastatal Bank. Problems began with their 
initial dealings with a parastatal bank, as no private sector banks were 
initially allowed to participate in the program. The firm had 
difficulties fro~ the start because there was: 

*USAID points out, however, that this raCe is accomplished by rolling 
over many other~se non-performing loans. 
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• Too much bureaucracy and too many forms to fill out 
• Lack of understanding ~y bank personnel of the ~echanics 

of the new ClP 
• A generally bad attitude on the part of the bank in 

helping to speed up the paper work 

The GOP has recently perMdtted 0.5. private sector bank participation in 
the program. Citi3ank and 3ank of America entered the program ~n 1986 
and participation is now being expanded to include American £Xpress and 
Chase Manhattan Sank. Allied Engineering has decided to deal in :he 
future only with private sector banks. 

b. Problems with Licensing. In its "test" transaction, 
Allied Engineering applied for a license in January 1986 and received it 
five months later, compared to the usual week to ten days. In the second 
larger transaction, th~ import license totaled Rs. 4.3 million (~250 
thousand). But the Import Policy Order under which the ClP operates 
restricted traders to Rs. 4 million per year per trader. (An additiollal 
Ra. 500 thousand restriction per item in the order did not affect their 
order, but prevented another company from purchasing a O.S.-made drilling 
rig because it would have cost over Ra. 1 million]. 

Allied Engineering applied in October 1986 for the second import 
license. At the time of the interview in May 1987, it had not yet 
received the license because the Chief Controller of the Import Licensing 
and Exports in the Ministry of Commerce refused to grant the request and 
sent the order to the Minister of Commerce for a decision on extending 
the limit. No action had yet been taken by the Minlster of COIDlnt:J:.:e. 

Allied Engineering has good economic reasons for not using the ·CIP in the 
future. The opportunity costs of the licensing fee represents 
substantial working capital being lost when compared to the usual 7-10 
days wait for import licenses. Allied Engineering argues that as the ClP 
funds are not part of the individual bank's credit limitations set by the 
GOP, the banks themselves should be able to grant licenses. 

This problem is in the process of being corrected. The credit limits 
have been raised from Rs 1 to Rs 4 million and later to Rs 10 million. 

c. U.S. Source and Origin. The problems are not just with 
the GOP bureaucracy. Allied Engineering wanted products from U.S. 
companies whose supplying factories are in Europe. Only products shipped 
from the 0.5. ·~th at least 50 percent value added originating in the 
U.S. can qualify for the ClP. Thus, a 51,000 tractor with 51 percent 
U.S. value added shipped from a U.S. port to Pakistan would qualify. But 
a 51,000 tractor with 5900 (90 percent) U.S. value-added but assembled by 
a U.S. overseas subsidiary in Europe and shipped from a European port 
would not qualify. This confusion has also created problems for local 
traders. To the knowledge of the evaluators, change would require' 
congressional approval. However, U.S. components could be imported into 
Pakistan under the CIP and assembly or other work could be done locally. 
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d. Loan Terms. Allied Engineering argued that 14 ~ercent 
interest was too high and the 18 ~onth pay back period for t=aders ~as 
too short. Ezpanding the payback period would give the intermediaries 
more time to payoff their loans and sell their equipment. Jhis ~y 
reflect a way to offset the other obstacles affecting the workability of 
the private sector window. (Also, the payback period could be adjusted 
for end users according to the technology involved.) 

On ~y 24, 1987 the GOP lowered the interest rate from 14 per cent (11 
~ercent interest and 3 percent foreign exchange risk) ;0 10 percent (7 
percent interest and 3 ?ercent foreign exchange risk). This should 
greatly improve the att=activeness of the CIr program even ~~th an 
l8-month payback period for traders and a 60-month payback period Eor end 
users. 

e. Allied Engineering's Conclusions. The problem with the 
CIP is that it is not yet ~orkable. Proposed changes in the interest 
rate will make the program more attractive if the length of time in 
cutting through the government bureaucratic delays can be shortened. In 
Allied's opinion, traders will not accept a host of problems for a 
limited sized loan. given the current availability of other sources of 
funds in the Karachi area. 

2. Example 2: Restrictions Imposed By Import Policy Order 

This second example is one of many illustrating the costs of government 
restrictions associated with the Import Policy Order. The private sector 
w~ndow was originally planned to be completely outside the jurisdiction 
of the Import Policy Order. After the window became operational, it was 
unexpectedly placed under the Import Policy Order and has caused many 
problems for the program. 

On June 17, 1987, Minister of Commerce and Planning and Development 
Mahbub-UI-Haq announced liberalization of the IPO, including (a) removal 
of monetary limitations imposed up9n bonafide trading companies importing 
equipment when utilizing overseas or donor foreign exchange credits, (b) 
relaxation on restrictive list items, including those tied to eastern 
block barter arrangements, and (c) expanded eligibility to include host 
items on the AID commodity eligibility list in handbook 15. Until then, 
the GOP's failure to remove restrictions on commercial resellers, 

*Even with the lower interest rate, the GOP benefits 
funds because the terms of the agreement call for a 
period, with a 10-year grace at 2% per annum rising 
the remaining 30 years of the loan payback period. 
banks receive 3% of the loan as a service charge. 

from disbursing loan 
3D-year payment 
to 3% per annum for 
The participati.ng 

/ 
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including the ~onetary restrictions imposed by the Import Policy Orde~ 
for the importati.)n of !ll4chinery and mill work for documented 
distributors or local sales agents of foreign manufacturers. Onder that 
policy, when AID financed equipme~t purchases for the public sector, the 
purchasers stipulated that awards .ould be considered. only from fi~s 
which had loc~l distribution or sal~3 agents w1.th adequate parts, 
inventori~s and maintenance facilities. Such commercial importers and 
resellers were restricted by the value of their annual imports. This 
defeated the GOP's aim to have local companies perform ~aintenance and 
repairs of imported equipment. 

z. Why The Private Sector Window Failed 

The major reason for failure of the private sector windows was USAID's 
incorrect assumptions that financial credit was tight in Pakistan and 
businessmen, as a result, would borrow qu:1.ckly from the window at high 
interest rates. 

This line of reasoning was reflected in the PAAD which stated, ~en 
interest rates are too low which was our real fear, then one can expect 
the following: 

1. A large backlog of unserviced loan applications, 
2. Widespread reports of side payments from borrowers to lenders 

to gain access to loan funds, 
3. An active 'curb market' operating along parallel lines to the 

formal sector which picks up unmet credit demand at 
substantially higher prices, and 

4. In the case of foreign exchange lending, an active 'parallel' 
market' in foreign exchange instruments which entails 
signlficantly higher rates than those in the official credit 
markets'· • 

By the time the private sector window was set up, a consensus in the 
financial development field ~ad emerged that, in aontrast to industrial 
countries, one of the principal constraints on investment in developing 
countries is the avai1abilit of financial resources, rather than their 
cost [e.g. Khan and Knight 1985 J. Rates of return when adjusted for 
risk are typically higher than real interest rate on loanable funds which 
are often kept artificially low and sometimes negative in developing 
countries for a variety of reasons. 

Following this .1pproach, when the amount of financing is restricted and 
the price mechanism does not operate as an allocation device, it is 
reasonable to assume the flow of private investment is constrained mainly 
by the availability of financing. If this is the case, domestic interest 
rates will influence private investment only indirectly through the 
effect of an increase in the real return on financial assets in 
stimulating a larger value of financial saving by the private sector. 
Thus, an increase in real credit to the private sector will encourage 
private investment. Onder this scheme, GOP control of total banking 
credit, which in Pakistan represents probably its main instrument of 
monetary policy, can influence the rate at which private investors 
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achieve their desired level of investment by varying the flow of domestic 
credit and its allocation be~_een the private and public sectors. 
Keeping interest rates high is very important to the success of t~ls 

strategy becaus~ of its impact on allocating funds to the most ?roduc~1ve 
projects and because then financial markets private savings are 
generated. The private sector window represents not only a way of 
increasing credit to the economy in general but also a ~ay of shifting 
the allocation to the more efficient private sector. 

"Financial Deepening" scresses t~e need for ~ot underpricing capital. 
~any developing count=ies have highly over-valued domestic currency, ~igh 
rates of inflation and severe capital shortages. ~is was ~ot the case 
in Pakistan when the private sector window was created, nor is this the 
case now. Foreign exchange reform in the early eighties brought about a 
correct allignment of domestic currency. There is still no effective 
black market in Pakistan. ~oreover, billions of dollars of excess funds 
from such sources as worker. remittances from Saudi Arabia and other 
countries has made substanti~l funds available in the informal markets 
which probably has had the effect of lowering the competitive interest 
rate for capital. 

Preprogram studies aimed at assessing the potential for a private sector 
program found a potential demand for U.S. c~mmodities in Pakistan. But 
the evaluators found no ~ission studies that examined the details needed 
to make the private sector window operational in a competitive sense 
within the institutional framework in which it was to operate. The 
program ~as set up ·~thout knowing which loan terms (i.e. interest rate, 
payback periods, amounts of collateral), would be competitive and which 
would be concessional. The initial conclusion that the funds would move 
despite the financial terms led the Mission not to carry out any analyses 
or surveys necessary to evaluate the financial attractivene&s of the 
program, including a comparison with all alternative sources of credit in 
both the formal and lnformal financial sectors. Without this knowledge, 
the program was foredoomed. 

After three years, speculation is still going on. However, through 
discussions with private traders and business men, the evaluators found 
some support that the recent interest rate change may make the program 
competitive but not concessional. 

Analysis of the program to date, summarized above, suggests that not all 
the terms have yet approached being competitive. Recognizing this, USAID 
staff has continued taking steps toward correcting this uncompetitive 
position by chipping away at restrictions in the bureaucracy and 
improving the loan te~s. 

This approach, reSUlting largely from an original design error which 
underestimated foreign exchange availability and foreign competition, 
used an inordinate amount of staff time and effort to bring about the 
changes announced on June 17, 1987 (above). 
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aeview1ag the design and implementation of the private sector ~i~dow led 
to the following conclusions: 

• Attempting to develop the private sector component of the eIP was a 
good strategy that was not successful because of incorrect 
assumptions. 

• Minimal use of this fund has led to a failure to meet any of its 
stated or implicit objectives to provide quick disbursing balance 
of payments support, development impact, structural adjust~ent 
support :or energy ~nd agriculture, or increased private sector 
participation. See Table III.l for an overview of the economic 
impact of the private se(!tor ACE and ECE programs on the Pakistani 
economy. 

• The program in the future, when public sector funds have been 
expended, may have a negative impact in terms of foregone 
opportunities by placing USAID's scarce eIP funds in the private 
sector window instead of the more successful public sector windows 
of ACE and ECE. 

• It has demonstrated forcefully the obstacles of working through 
public banks and the need to develop more fully the private 
financial sector. 

• It has also demonstrated the need to carefully examine and research 
the development of private sector import programs. It shu~s that 
these types of programs should probably be avoided when high 
priority is placed on rapid disbursement. 

A lesson learned is that program designers must analyze the financial 
market in which a financial program operates to determine what 
combinations of loan terms are competitive and what terms are 
concessional. Failure to look carefully at this question and setting up 
unrealistically high terms on the basis of conventional wisdom for 
uncompetitively priced U.S. commodities tied to unrealistically high 
transit costs can undermine the program's success. The uncertainty and 
lack of confidence created in the program has been reinforced by the fact 
there have been to date a minimal number of program participants. 

F. U.S. Efforts to Make the Private Window Work 

The most recent effort to make the private sector window work is the 
approval of the Project Implementation Letter (PIt) dated May 26, 1987, 
requesting a lowering of the effective interest rate that private 
businessmen must pay from 14 to 10 percent. This PIt was a response to 
earlier unsuccessful PILS to remove the 3 percent foreign exchange risk. 
This action provides strong basis for justifying a continuation of 
USAlD's efforts. 
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These efforts are summarized in the following list: 

Date of 

5/L4/85 
9/23/85 

10/24/85 
11/24/85 
3/18/86 

07/31/86 

11/24/86 

11/30/86 

OS/24/87 

PIt 

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

Aporoved Reauest 

Raised ~ximum transaction from iO.5 to i1 million. 
Requires AID approval of procurement documents for 
purchases below ~lOO thousand. 
~tends repayment from 3 to 5 years maximum. 
Increases ~ximum transaction from 31 to 310 million. 
ADBP is added on as approved applicant bank. 
?SCIP is ~~de not subject t~ 

Approved bank credit ceiling, 
Approved bank foreign exchange ceiling, 
Limits on imports foreign exchange except 
restricted items. 

Increase the participant banks to include public 
sector banks adding Bank of America and Citibank as 
Approved Applicant Banks for the private sector CIP. 
Addition of American Express and Chase Manhattan Bank, 
N.A., to serve as Approved Applicant Banks for private 
sector window, subject to approval of foreign exchange 
risk cover. 
Addition of all eligible items in the AID commodity 
listing (has not yet been approved). 
Decrease of interest rate from a composite rate of 14% 
to 10% inclusive of 31 foreign exchange risk coverage. 
Elimina~ion of maximum level of SlO million for a 
single transaction. 

The above actions and the detail of a full time officer to work on the 
private sector window represents a major effort to improve the program. 
That officer mounted an effective campaign to increase awareness of the 
program in the business community. This was evidenced by numerous 
newspaper clippings from such diverse cities as Karachi, Quetta, 
Faisalabad and Lahore. There also seemed to be a general awareness of 
the program on the part of businessmen interviewed by the evaluators. 
This type of activity should be included in the future to publicize the 
drop in the interest rate from 14 to 10 percent. 

Recommendations: 

• That USAID continue pressing the GOP to apply Section 2.13(1) of 
the Import Policy Order, 1986-87 which states that 
imports under lQans, credits and aid shall be subject to the 
conditions and procedures as may be justified by the Chief 
Controller of Imports and Exports from time to time. That office 
could remove completely the ACE and ECE private sector window from 
the jurisdiction of the Import Policy Order. 
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• That the Commodities ~anagement Office continue to publicize the 
program's recent interest rate decrease from 14 to 10 percent and 
continue its current ~edia and information campaign to include 
local business groups and chambers of commerce. 

• That the Commodities Management Office urge the GOP to ex?and the 
number of approved applicant banks to include the ~ational 
Development Finance Corporation and other domestic industrial 
financial institutions that are development oriented and cater to 
the private sector and have the ability to issue foreign exchange 
letters of credit acceptable to U.S. banks. 

• That USAID continue the private sector windows for six ~onths to 
test the response to the new lower interest rates. 

• That USAID consider contracting with a qualified Pekistani firm to 
determine the effects of each perceived constraint on the private 
window, including price, shipping, interest rates, payback periods, 
collateral requirements, the real cost of GOP licensing and 
approval processes to meet the AID regulations, to determine what 
mix of terms would make the private sector funds competitive, and 
what terms, if any, would lead to rapid disbursement of those funds. 

• That at the end of six months USAlD use the results of the two 
recommendations to reach a decision on whether to continue the 
private windows. 

• That USAlD top manage~eut reexamine the objectives of the private 
sector window (e.g. should the targeted group be all firms or just 
small and medium firms in the rural areas?) 

• That if a decision is reached to close the private windows as now 
structured, USAlD first consider utilizing the funds to develop 
dlternative opportunities for promoting private sector 
participation. 

• That if private sector participation projects are not deemed 
feasible, both ACE and ECE private sector funds be transferred to 
public sector activities that support either stabilization efforts, 
if needed, or projects with high developmental impact as measured 
by internal rates of return. 

0002P 
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CHA.Pn:B. II. 

DEVEtO PMEN'l' IMPACT 

A. !gricultural Commodities and Equipment Program (ACE) 

Introduction 

A cooperative relationship was established in 1952 be~~een the United 
States and Pakistan for the purpose of helping Pakistan realize its 
development goals and potential. F~om that date to the p~esent, the two 
nations have worked together to further the development of Pakistan's 
economy. Throughout this entire period, the need to accele~ate 
development in the agricultural sector has received p~iority attention 
through a series of assistance efforts. The ACE program evolved from 
these p~ior interventions as a significant new opportunity for AID to 
cooperate with the GOP in considering many policy issues important to 
improved agriculture sector performance. 

1. The Historical Base 

Historically, agriculture has been the mainstay of Pakistan's economy 
through the p~ovision of foodstuffs, as the primary employer in the 
country, the secto~ contributing most to the country's gross national 
p~oduct and as the source for the major portion of expo~t earnings. This 
situation continues today and general expectations are that the sector's 
unique position will remain in the foref~ont. 

The successful introduction of high yielding varieties (HYV) of wheat and 
rice has enabled Pakistan to evolve from a major foodstuff importer of 
the 1950's to a level of self sufficiency and as an exporter in some 
commodities. An exception is in the area of edible vegetable 011s. 
Fertilizer use has increased from a point of near non-use in the 1950's 
to its present use level of approximately 1.5 million nutrient tons. 
This has been possible through the development of an internal production 
capacity (public/private) and import. 

A marked cnange has also occurred through the utilization of 
mechanization (primarily tractors and seedbed preparation equipment a~d 
stationary grain threshers) as a means of facilitating agricultural 
production activities. This mechanization process appears to have been a 
result of increased cropping intensity and the use of HYVs along with an 
increase in off-far.n employment opportunities, domestic and foreign. As 
a consequence, the practic~ of custom hiring of equipment is developing. 

Another positive factor is the government's efforts in land reform. It 
has been suggested that many of the smaller agricultural entrepreneurs 
feel a greater sense of security and are more willing to commit their 
limited resources for production inputs and capital co~tments for 
mechanical equipment. 

While the above is testimony that the agriculture secto~ is far from 
stai.::!.~, there is yet much room for growth and improvement. 

---------------------------- D EYELOPllEXT ASSOCIA TES, I~c. ----' LH 



-13-

The ~issj,on itself has identified several serious const=aints :0 t:"e 
achievement of increased efficiency and productivity in the ~gricultural 
sector, ~ny of ~hich ACE was designed to cor~ect: 

• Pricing and Marketing Policies: Restrictive GOP regulations, 
procedures and ~arket controls encourage the continued existence of 
parastatals, which have become increasingly inefficient, r~quiring 
substantial subsidies to continue operations. At the same time, 
this situation has inhibited or discouraged greater private sector 
participation. 

• Irrigation - ~ater Supply, Delivery and Charges: the unpredict­
ability of water supply at the rarmgate continues to be a 
constrai~t on production. This encourages ineffective or 
inefficient on-farm water use. Subsidized water rates cont=ibute 
to deterioration of the delivery system because of insufficient 
revenues for canal and drain O~~ activities. 

• Environmental Degradation: Pakistan's rapidly grOwing population 
places a severe strain on the watershed environment. The increased 
demand for land, €uel wood and timber is causing widespread 
deforestation, erosion and exacerbates flooding. 

• ~eak Agricultural Extension: The lack of an effective farmer 
education program continues to impede the agricultural sector from 
realizing its full potential. This has indirectly prevented 
Pakistan from capitalizing on its export/import substitution 
potential 

• Education and Research: Little research or training is being 
done in support of farmers and production objectives, for,example, 
effective input use or consideration of the farming operation as a 
whole (farming systems approach). Production potential is not 
being realized and inputs are not efficiently utilized. 

• Institutional Credit: The GOP approach to credit utilization 
continues to retard the devel'opment of self sustaining rural 
financial institutions and markets oriented toward serving the 
small farmer. 

• Mechanization: While improvements have been made in the 
availability of power units, little has been done to facilitate the 
adoption/availability of tillage equipment. 

• Land Tenure: While inequities still exist (and probably can be 
expected to always exist), little attention is being given to the 
development of supporting institutions or infrastructure to 
maximize land resource utilization. 

• Private Sector Participation: In spite of the poor inve9tment 
climate, to a limited extent the private sector has been able to 
participate in the development of the agricultural sector. Its 
full participation and thus its full potential to contribute to 
development of the agricultural sector has been limited by a lack 
of government support. 
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2. Program Descriotion and Evolution 

ACE is a ~jor component of the six year u.s. economic assistance package 
(~1.625 billion) available to the Government of Pakistan in support of 
the GOP's national development strategy in its Sixth Five Year Plan (PFY 
1983-88). ACE was designed specifically to support development of the 
agricultural sector, one of the Plan's three priority sectors, by 
assisting in the realization of ewo objectives: 

(a) increasing the productivity of the agricultural sector through 
the provision of needed imported commodities and equipment; 

(b) providing balance of payments support. 

ACE was formulated to provide foreign exchange resources for the 
procurement of commodities and equipment that would result in a 
productive impact in short to medium (one to seven years) terms and which 
would also facilitate longer term adjustments in the structure of the 
agricultural sector. 

Three groups of commodity and equipment im~orts were contemplated over 
the life (five years: 1982-87) of the program: 

Group I: Agricultural inputs where the productive impact would be felt 
almost immediately or during one cropping season, i.e. 
chemical fertilizer, seeds, genetic stocks, and appropriate 
pesticides (where u.s. regulations were met). 

Group II: Agricultural machinerJ and commodities for use on or near the 
farm and which increase productivity over the short to medium 
term. It was expected that equipment or commodities within 
this group would be imported and used by the private sector 
for either private use or to extend goods and services to the 
tiller or husbandry man. 

Group III: Agricultural equipment and commodities required by the public 
or semi-public sector organizations and.government departments 
to improve the efficiency or quality of services provided and 
expected to have an impact on agricultural productivity. 

Two additional eligible commodity import groups were incorporated into 
the Program in 1984 to facilitate and encourage private sector partici­
pation and to open categories to meet Pakistan's emergency requirements 
(i.e. cotton and wheat). Groups IV and V comprised the following: 

Group IV: Agricultural machinery, equipment and commodities to be 
imported by the Pakistan private sector. ~mples of eligible 
commodities are agricultural equipment and implements, 
irrigation equipment and supplies, transport equipment 
(excluding general purpose trucks), handling equipment for 
agricultural commodities, storage facilities and equipment, 
and canning and food processing equipment. 

Grouo V: Commodity imports as AID and the GOP may, from time to time, 
agree as necessary to meet the emergency requirements of 
Pakistan. 
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Yes 

~ro.1ect Equipment 
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fFU 
FStl 
OAI.AD 
TJ fAn 
m-lFPAD 

Private Sector 
Pel vate ~eCtO'r Ycs 

TABLE II A-5 
AN ASSESSMENT OF ACE COMMODITY AND EQUIPMENT IMPACT VALUE 

Policy "Cornerstones" 
Technology Institutional 
Transfer BuIlding 

YeB 

Yes Yea 
Yes Yea 
Yes Yea 
Yp.s Yes 
Yes Yes 
Yes Yes 
Yes Yes 

Potential Potential 

Increased 
Private Agricultural 
Sector Productivity 
Development 

Direct Direct 

Direct 

Direct 
Indirect 

Potential Indirect 

Indirect 
Indirect 
Indirect 

Direct Indirect 

Impact on 
Balance of Payment 
Todate Expected 

Yes IS&£ !/ 
Yes 
Yes 

No 11 IS&£ 
No IS&£ 
No IS 
No £ 
No IS&£ 
No IS&£ 
No 

No I8&E 

Development 
Impact 

I&LT 1/ 

I&LT 
J.T 
I.'f 
LT 
LT 
1.1' 
L'f 

I&I.T 

Beneficiary 
Equity 

Yes 
Yes 
Ycs 

Yes 
Yea 
Yea 
Yea 
Yea 
Yes 
Yes 

=~~~d~~~~"~~~a~Q~2~~~_3~aawa __ Q _______ a ______ 3aD_a_~_A ____ ~ ___ a __ aa _____ ~ _____ ~ ______ a __ a ___ a __ m ______________________ w 

!! IS&~ - Import Substitution & Export 
~I I~I.T - Intermediate & I.ong Term 
.~! no 8Rsurance that GOP would have used own foreign exchange to import equipment. 
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The original level of 0.5. fund10g illocat1on fo~ the ACE ?ro~ram ~as 
projected at 3300 million dollars over the life of p~oject (LOP) years of 
1982-86. Subsequent amendments (number 1-4) increased the level of 
planned funding to ~475 million and extended the LOP to the end of 1988. 
The Program planned fo~ the provision of these resources through both 
loan (3213 million) and grant (3262 million) funding. The evolutionary 
process through which the P~ogram and p~ogram planning adju5tments were 
made is outlined in Table 11-1 in Annex E. 

As of this May-June 1987 evaluation, ;390 million was obligated. The 
sequence of obligation documentation and selected Conditions Precedent 
(CP) are p~esented in tabular format (see Annex E Table 11-2) for the 
record and as a basis for future discussion relative to the evaluation 
process. 

The general categories of the commodities and equipments eligible for 
procurement under ACE were identified in general terms by "Groups" in the 
Program Assistance App~oval Document (PAAD) approved March 29, 1982. The 
PAAD also identified specific procurement needs (DAP fertilizer) and 
commodity support for the Irrigation Systems Management (ISM) Project. 
Subsequent PAAD Amendments (June 1983 and May 1984) expanded and further 
clarified ultimate use of the planned allocation of LOP funding for both 
the grant and loan components. 

The amendments expanded the program scope and identified specific 
commodity considerations not originally programmed, i.e. the emergency 
procurement of wheat and cotton and the inclusion of specific commodity 
procurement supportive of specific a.s./GOP technical assistance projects 
developed or to be developed during the life of the ACE Program. Table 
II-3 (Annex E) summarizes these specific commodity p~ocurement activities 
and a.s./GOP technical assistance projects. A summary description of the 
TA projects is attached as Annex F. . 

The ACE program was designed to complement other donor funded p~ograms 
supporting the development of Pakistan's agricultural sector. This 
interaction and linkage is summarized in Table 1I-4 (Annex E). 

3. Impact on Sector Constraints 

General Assessment and Conclusion. The following table (II 
A-5) presents the team's assessment of the impact of the various various 
categories of commodities on development in the agricultural sector, 
compiled on the basis of the discussions following the table. 

In evaluating the ACE Program's impact on ATD's policy cornerstones, the 
equipment furnished to the provincial irrigation workshops provides a 
pertinent example. 

The equipment procured for rehabilitating the wo~kshops definitely 
resulted in strengthening the workshops' capability to service and 
maintain the heavy equipment essential for the rehabilitation of the 
canals and drains. There was a transfer of technology in this process. 
The availability of the equipment (new and refurbished) enabled the 
provi.ncial irrigation departments to carry out their institutional 
responsibilities. Heavy equipment use technology resulted in better 
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quality ~or~ so that rehabilitated canals and drai~s ~eed less frequent 
follow-up work. !his results in either a redu~tion in O&M budget 
requirement or the opporr.unity to reprogram th~se funds or accelerate 
rehabilitation worK. Fewer breaks in the canals reduce flooding and 
ensure the continued delivery of irrigation water to the farmer. An 
assured supply of irrigation benefits both the large and small land 
holder and increases the potential for increasing production. I~creased 
production will impact on the balance of payment situation because of 
i~creased Jpportunities for e%port or for import substitutions. 
Increased ,:ap1tal resulting from this is available for development. 

Imported fertilizer has ~ si~lar impact. In addition, fertilizer has 
provided a basis for policy dialogue and has contributed directly to 
developing the private sector institutional capabilities and increased 
their role in the development process. The requirement that the GOP 
allow greater private participation in fertilizer distribution has forced 
th~ GOP to focus more closely on public/private sector relationship 
problems. 

The emergency procurement of wheat and cotton demonstrated the 
fla%ibility and rapid disbursment possibillties inherent in a eIP-type 
activity. 

An indirect benefit derived from these unfortunate occurences was the 
GOP's realization of its vulnerability to adverse conditions and the 
absence of back-up options resulting from i~effective research and other 
production options. 

Based on the above and the supporting data, the evaluation team concludes 
that the design of ACE and the provision of commodities in support of 
agricultural development efforts was timely and the selection of 
c~mmodities appropriate. Pakistan has utilized the commodities in an 
appropriate manner. The problems associated with the slow or 
non-utilization of the private sector window resources are fully 
d~scussed in chupter I. 

This general assessment, supported by the analysis and conclusions from 
the previous sections and the following discussions in this report, lead 
to the following general conclusions relative to overall development 
impact value. 

• The designers of the ACE Program recognized the utility of using 
the CIP concept as an effective approac.h in advancing AID's '·Policy 
Cornerstones" concept in a CIP mode while supporting sector 
development goals 

• The ACE Program provided USAID the flexibility and opportunity to 
react in a positive and timely manner whenever potential "windows 
of opportunity" were identified 

• The ACE Program, used in close conjunction with specific TA 
projects, made it possible to interact with the host government at 
several different policy/implementation levels, thus approaching 
the means for problem solution at different levels 
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Fertilizer 

Fertilizer Procurement Status: Actual i~ports of fertilizer 
(1982-86) total 571,488 ~T valued at 5134.0 million. Imports under 
tender amount to an addieional 260,000 MT with an estimated value of 
~54.0 million. Actual and projected import value (3188.0 million) 
represents nearly 100 percent of the total funds allocated for fertilizer 
and is 39.5 percent of ehe eotal projected funds (34i5 million). The 
yearly procurement and disbursement profile is summarized as follows: ____ ..... __ • _____________________ •• ___ •• ___________ •••• ___ a __ •• _. ____ ._ •••• 

0.5. FY :iT Procured 

Note: 

1982 

1983 

1984 

1985 

1986 

Todate Total 

1987 

DAF TSP 

130,000 

103,000 

118,000 

10,500 

No Fertilizer Procured 

220,488 

571,488 

260,000 

10,500 

Projected Total 831,488 10,500 

'189,337,000 allocated 

Value 
(~ million) 

34 

29 

27 

44 

134 

54 

188 1:./ 

Last Consignment 
Delivery Date 

November 1982 

February 1984 

April 1985 

Januarv 1987 

Being Tendered 

Procurement was done by the Pakistan Embassy in Washington. There were 
no special problems or significant difficulties associated with' the 
procurement process, subsequent delivery, receipt and distribution of the 
fertilizer. Obligations have been timely and the rate of disbursments of 
funds well within the established norms for this type of program activity. 

~ropriateness and Utilization: Chemical ferti1iz~r use 
has increased dramatically from a point of near zero use in the 1950's 
and 1960's to an estimated annual offtake of almost 1.5 million nutrient 
tons in 1986. While there has been some fluctuation in demand and 
offtake, growth in consumption (19% annually during the period of 
1975-80) has continued to rise at a rate of 4% annually to its present 
consumption 1evp.l, with the prospects that internal requirements will 
continue to grow for some years to come. 

Tha ACE Program has been effectively utilized by the GOP to meet the 
iucreascd demands for fertilizer. While Pakistan produces sufficient 
nitrogen-based fertilizer for its needs, it must import most of its 
phosphatic fertilizer. The import of 220,488 ~etric tons of DAF and 
10,500 metric tons of TSP represented respectively one-fourth and 
one-half of Pakistan's total annual requirement for these fertilizers in 
1984. 

The GOP has made a commitment to continue the import of phosphatic 
fertilizers, and ACE fertilizer procurement has a direct and positive 
contribution to that commit~ent. The continued and expanded use of 
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:ertilizer on food crops (wheat, ~ice ~nd·su~arcane) is ~ najor 
contributing factor to Pakistan's efforts to ~intain a level of self 
sufficiency as well as to expand their export market for these key 
crops. Fertilizer is also a critical production input cont=ibuting to 
the country's efforts to meet the large textile industry'S requirements 
for vegetable fiber (cotton) and to provide raw material for the edible 
vegetable oil processing industry. 

In conclusion, the evaluation team vie'~ the availability and use of ACE 
resources for the import of fertilizer to fully meet the design 
objectives of short to medium te~ production impact and facilitating 
longer te~ adjustments in the st=ucture of the agricultural sector. 

Policy Dialogue: USAlD has effectively used fertilizer 
import negotiations as a vehicle for carrying on a meaningful dialogue 
with the GOP relative to Pakistan's fertilizer policy position. A number 
of major changes in the GOP's ferti1.1zer policy has occurred as a result 
of this interaction. Changes have been made which create a more 
favorable climate for the private sector's participation in distribution 
and initia. l . adjustments have been made to reduce the huge subsidy burden 
borne by the GOP. It is estimated that fertilizer subsidies accounted 
for 58% of the total agricultural development budget during the 1978-83 
Five Year Plan. 

The steps and subsequent actions that OSAlD has taken in this area are 
documented in the Commodity Import Grant and Loan Agr~ement negotiated 
and entered into by both the U.S. and GOP. These are summarized in Table 
II-1 of Annex E. 

In addition, OSAlD, with the GOP's concurrence, has taken the additional 
step of facilitating with ESF Program Development Funds a study.of 
Pakistan's fertilizer policy. This report, "Pakistan Fertilizer Policy: 
Review and Analysis", Ja: ~ry 1985, is being used as the basis for 
continuing the dialogue with the GOP on fertilizer policy reforms. OSAlD 
plans to continue an aggressive effort to assist policy change through 
the life of ACE and further strengthen its endeavours in a follow-on CIP 
type activity entitled "Agricultural Sector Support Program" (ASSP). 
Scheduled for implementation iu late 1987, this program is designed to 
releaae ASSP funds in tranches when policy changes are implemented rather 
than setting conditions precedent for actio~s yet to be taken. In the 
design of ASS?, OSAlD has charted step-by-seep fertilizer policy change 
requirements. 

The evaluation team concludes that USAlD plans to continue its firm 
position related to fertilizer policy refo~ is appropriate. 

Private Sector Fertilizer: Discussions with representative 
of the private sector fertilizer industry established the fact that the 
tndustry as a whole was interested in and willing to play an even greater 
ole in fertilizer import and distribution than presently allowed by the 

:OP. This willingness was predicated on the condition that the GOP would 
assure the private sector their status as a private entity remain 
intact. There was a specific expression of '~llingness that under 
suitable conditions some ~embers of the industry would be willing to 
enlarge their infrastructure to enable them to t~ke on additional 

-------------------------- DE'·ELOP~IF.="T ASSQ,'::lATES. I:-;C. ----'~<; 



-20-

responsibility for farmer educ3t!on on fertilizer-use ~i=iciency. One 
firm ~ent farther and expressed a '~llinguess to expand its scope of 
operations into the supply areas of other production ~nputs (pesticide, 
machinery, credit) and marketing. 

The private sector producers and ~istributors indicated that, if given 
the opportunity, they could deliver fertilizer to the fa~ gate more 
efficiently and at a lower cost than is presently done by the public 
sector. Their stated requirements to do this included: 

• No further public sector investment or expansion in government 
owned and operated :ertilizer plants 

• Privatization of existing public sector plants 

• Elimination of direct public sector fertilizer price subsidies 

• Elimination of restrictions on direct private sector fertilizer 
imports 

• Elimination of restrictions relative to Provincial distribution 
quota 

• Private sector/public sector interaction in fertilizer use research 
and 

• Greater freedom allowed in private sector participation in the 
supply, distribution and sale of other production inputs (market 
expansion opportunities). 

The evaluation team concluded that while these statements were motivated 
by a large self interest factor, there did appear to be a great'deal of 
interest and willingness on the private sector's part to expand their 
participation and support to the government's fertilizer distribution and 
use efforts. 

On the other hand, the public sector's expressed concern over its need 
for continued involvement as a supplier/distributor/seller was 
appreciated. It was apparent that the level of distrust be~~een the 
public and private sector is quite strong. The evaluation team concludes 
that tJSAID, well aware of this and other problems, is aggressively taking 
suitable actions to overcome the many obstacles faced in guiding the GOP 
toward privatization in fertilizer production and distribution. This 
effort might be accelerated through the process of facilitating closer 
interaction be~~een the two sectors. 

Recommendations: 

• That tJSAlD ~rrange an observation trip to the United States and 
other countries in which both thp. public and private sector can 
together observe and compare the interaction and respective roles 
of the two sectors 1n fertilize supply, distribution and use. 

• That the GOP ~ke such policy changes (import, pricing, subsidy 
reduction, transport costs, interest rate reforms to reflect market 
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rates, and easing of collateral requirements) as ~ecessary to 
encourage and facilitate the private sector's participation in 
promoting fertilizer use efficiency and the supply or provision of 
other prerequisite production inputs and services. 

• That USAlD encourage the private sector fertilizer industry to 
utilize the training resources offered to the private sector as a 
means for preparing the industry for an expanded role in 
agricultural development. 

The Farmer - The End-User of Fertilizer: "All far.ners use 
fertilizer" ~as a statement often ~de to the evaluation team by the 
fertilizer sector (public/private). This was accepted as an 
over-statement of the actual situation. The team did, however, interpret 
this as a positive indication that the suppliers viewed the marketing 
potential in positive terms and that the farmer end-user in general 
understood the value aad benefits to be derived from fertilize 
application. The gove~ent is in a position where it must continue to 
assure the availability of fertilizer through one means or another. 

The rapid adoption of chemical fertilizers by the farmers is attributed 
to several factor~. The most important is the availability of fertilizer 
(incountry production capacity increase), a more effective distribution 
system and an increase in procurement prices for most of the crops on 
which fertilizer is used. This was substantiated by the evaluation team 
during its contacts with both public and private producers, retail 
outlets and farmer users. The farmer user indicated that he sought out 
and used fertilizer when the crop/fertilizer price ratio was to his 
advantage. Access to credit and easy access to fertilizer were given as 
ot.her important factors influencing the farmer to use fertilizer. Use 
appeared to be based on how much he could afford to buy. Price·increase 
of fertilizer was a concern and there was a indication that fertilizer 
use would not cease with higher prices but that its use would be 
curtailed if the crop/fertilizer price ratio became, in the farmer's 
eyes, unfavorable to his personal situation, 

Fertilizer was broadcast by hand in most cases and not incorporated into 
the soil. Research worldwide has demonstrated that substantial losses of 
nitrogen occur when proper application practices are not followed. 

One can conclude from these observations that the value of terti1izer is 
recognized by the farmer and that, while illiterate, he understands the 
basic economic principles of its use. One must also conclude that access 
is important but that cost and other production inputs must be considered 
in a fertilizer production/import/distribution program. 

It is apparent that at some levels the GOP fully understands the signi­
ficance, validity, and linkages betweeu fertilizer availability and its 
goal of increased agricultural production. It does not appear, however, 
that some of the higher levels or organizational units of the GOP fully 
understand the Significance or necessity for integrating fertilizer with 
access to other inputs and the need to develop a complementary infra­
structure to effect the efficient utilization of fertilizer. The 
evaluation team recognizes ongoing efforts (~T, TIPAN) and urges USAID 
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at every opportunity to encourage and assist the GOP, This 'Jill ~e 
particularly important as the fertilizer subsidies are reduced and 
eliminated. 

Equipment: The equipment commodity allocations under ACE 
have been used to a large extent as commodity support for seven on-going 
technical assistance projects. A liMited amount of equipment is being 
procured for associated activities that are non-project specific, 
Pollowing is a summary of the project and non-project equipment 
procurement: 

Project /; 

391-0467 

391-0489 

391-0479 

391-0489 

391-0481 

391-0491 

391-0485 

• 
• 

• 

Project Related Equipment 

Title 

Irrigation Systems Management (ISM) 

Management of Agricultural Research 

and Technology (MART) 

Baluchistan Area Development (BALAn) 

Transformation and Integration of 

Provincial networks (TIPAN) 

Forestry Planning and Development (FPD) 

Food Security Management (FSM) 

North West Frontier Province Area 

Development (NWFP) 

Non-project EqUipment 

Warsak high lift pumps 

Center For Applied Molecular Biology, 

University of the Punjab, Lahore 

North West Frontier Province - Roads 

M..iscellaneous 

Total 

Planned Allocation 
(million dollars) 

51.80 

5.60 

4.70 

3.20 

3.50 

0.90 

0.40 

70.10 

1.30 

0.44 

6.00 

2.60 

10.34 

80.45 
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IJhile equipment ~rocurement to date under ACE ~epresents only about 
16 percent of total ~lanned allocations, it does represent a dispropor­
tionally large segment of time and effort on OSAID's part to identify 
needs, develop specifications, monitor procurement, process entry 
clearances and distribution, and ensure its proper utilization. 
Equipment procurement involves a much more substantial management input 
than was required for the import of high value bulk commodities 
(fertilizer, cotton and wheat), and uses a variety of procurement modes. 
For example, PILs and PIO/Cs are often used with ACE obligation numbers 
and the transactions are handled as project procurement under CIP 
regulations. 

!he evaluation team considered it essential to look at the relationships 
or interactions be~~een these project and non-project activities and the 
ACE program. The criteria used was of a comparative nature and included 
the following: 

• Equipment procurement in relation to ACE Program goals and pUl~oses 
• Balance of payments impact 
• Impact on increasing agricultural productivity within the 

agricultural sector 

• Equipment procurement as related to O.S. "Policy Cornerstones" 
• Generation of policy dialogue 
• Technology transfer 
• Institutional building 
• Support/development of the private sector 

• Relationship or compatability between ACE and the seven projects' 
goals and purposes 

• Equipment contribution to development impact (intermediate and long 
term) 

• Relationship of equipment input and equity 

• Equiyment procurement and USAID management and 

• Equipment suitabilitj' and utilization. 

The plan for projected use ~f ACE as a vehicle for the procurement of 
equipment supporting the various technical assistance projects appeared 
to be based on the availability of ESF project funds. One exception to 
this was the planned use of ACE resources for some $60 million worth of 
equipment 1n support of the canal and drain rehabilitation component of 
the Irrigation Systems ~anagement Project. This was specified in some 
detail 1n the original PAAD. Subsequent PAAD amendments allocated ACE 
resources for the procurement of additional equipment in support of new 
TA project interventions approved or under approval review. The ready 
availability of ACE resources provided flexIbility and enabled USAlD to 
accelerate the procurement process for project commodities so that 
commodity arrival was closely coordinated with the arrival of project 
technical assistance personnel. 
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A review of dnd-use ~udit =epo~ts relating to the use of equipment Eo~ 
the ISM ~ehabilit3tion component, including wo~kshops and canal and drain 
rehabilitation, ~as included in the evaluation. The team visited one of 
the wo~kshops and a site where a portion of the heavy equipment was being 
used to ~ehabilitate a main branch canal. It found the equipment at the 
Moghalpura Irrigation workshop now being fully utilized. At the Main 
Lower Bari Doab Branch Canal ACE procured equipment (12 dump trucks, 2 
vibrator compactors, 12 hydraulic lift scrapers, 2 ~ater trucks and 1 
service truck) was being fully utilized. The agricultural specialist on 
the team had visited both sit~s some sixteen months ago and found that 
utilization is vastly improved, primarily as a result of the successful 
merging of equipment, technical assistance, planning ~nd training. The 
latter three inputs were ?~ovided through ISM project resources. 

Less than perfect merging of equipment arrival ~th the arrival of 
supporting technical assistance still occurs but to a minor degree. The 
value of procuring equipment even in the design stage of a project so 
that it is on hand for the technicians' use appears to be a calculated 
risk worthy of the effort, particularly as the practice appears to be 
limited to equipment which would be for general use even if the project 
does not eventuate. 

The mode for procuring equipments varied between projects, based on the 
end-user's prior demonstrated proficiency or lack of proficiency in 
equipment procurement. Decisions were judgement calls exercised by 
project management. The procurement mode used in each project is 
identified as part of the project summary (Annex F). US AID , by assuming 
a great portion of the responsibility for the procurement of equipment is 
not helping the various GOP entities fully develop procurement competency 
of their own. 

Recommendation: 

• That, to the extent pOSSible, future equipment procurement be made 
through regular GOP procurement channels. 

During a site visit, an occasional complaint was heard that some of the 
heavy earthmoving and silt removal equipment procured for canal and drain 
rehabilitation was too large or that it was too expensive to operate. 
Follow-up discussions revealed that the complaints came from one who was 
used to carrying on rehabilitation work through contractors (men and 
donkeys) and did not appreciated fully the quality of work possible with 
heavy equipment. The evaluation team concluded that there was a natural 
resistance to change, particularly when the use of equipment restricts 
certain benefits and challenged professional integr.ity. The observations 
made during a visit to the Main Lower Bari Doab Branch Canal led the team 
to the assessment that such complaints are overcome when there is proper 
mix of equipment, technical assistance and planning. The team also 
concluded that the time span for technical assistance must be of 
sufficient length to ensure proper and full utilization of equipment. 
This appears to be particularly critical in the ISM program since the 
60.0 million dcllars worth of equipment repr~sents the first major 
infusion of equipment in the irrigation water delivery sectOl· in some 
twenty to twenty five years. 

'--------------------------- DEY ELOP~(E:\'T ASSOCIA 1'ES. I:'iC. ---' 



-25-

!he evaluation team ~as unable to 'ns1t the end-users or ~ll of the 
equipment. In addition, large segments of equipment are still to be 
ordered by some projects. A listing of this equipment by general 
category and status of procurement can be found in Annex F. 

The team's approach in assessing the suitability value and potential 
impact for much of this equipment was to compare project goals and 
purpose with the goals and purpose of ACE. The mix and type of equipment 
for each project or non-project activity is prepared and vetted by 
experts in their field. This process, in the team's estimation, more 
than adequately meets suitability and procurement 3tandards. This 
procedure, coupled with the goal and purpose review and compa=ison, 
interviews and on-sita visits, led to the following conclusions: 

• The type and amount of equipment procured under ACE for use in 
specific projects and activities is consistent with the goals and 
purposes of ACE 

• The equipment procured under ACE directly related to the U.S. 
"Policy Cornerstones" 

• The equipment procurement is supportive of the GOP goals and is 
having a positive impact on increased agricultural productivity 

• Equipment procureme~t in this mode has little impact relative to 
rapid disbursment of funds. 

Cotton: At the request of the GOP made on January 26, 1984, 
USAID agreed to provide a total i35.0 million (325.0 million FY83 and 
310.0 million FY84) of ACE funds for the emergency procurement of 
cotton. The GOP request was predicated on an expected short crop because 
of weather conditions which were predicted to adversely affect ~ne of 
Pakistan's most important industries, and threaten employment, foreign 
exchange and revenue targets. It requested ACE financing for 100,000 
bales of raw cotton. USAID's quick response to this request resulted in 
the procurement and delivery of 56,637 bales (480 pounds net raw cotton 
per bale) by June 1984. The cost of this first tranche was 324,082,000 
(311,079,000 loan and 313,003,000 grant). Additional quantitities were 
not imported because the adverse affects of weather did not reduce 
incountry yields to the level expected. 

The prospect of cotton import did have an ameliorative effect on the 
domestic cotton market and allowed the industry to continue without 
disrupting efforts to expand the developing export market for finished 
goods aDd clothing. 

USAlD's ability to respond rapidly to such an emergency request was 
possible because of the existence of the ACE Program. The conclusion 
reached by the evaluation team is that USAID reacted to the emergency 
request in a expeditious manner and fully utilized the options available. 
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Wheat: The ueed for the GOP :0 procure ~heat ·~th ACZ 
resources ~as a result of drought conditions in late 1984 which reduced 
wheat acreage on the barani land and lower yields on barani lands that 
were planted. The GOP submitted its official request to USAlD on April 
25, 1985 to reprogram ~100 million of ACE funds to meet this emergency. 
':5Am, recognizing the GOP's need to underpin reforms in the GOP wheat 
policy and maintain wheat stock levels, reacted positively. ACE funds 
(310 million loan and i89 million grant) ~ere reprogrammed with delivery 
accomplished as follows: 

Tender 
Date 

7/10/85 

10/10/85 

11/5/85 

1/7 /86 

Quantity 
Tendered 

(MT) 

88,100 

118,000 

100,000 

260,000 

566,100 

Value 
(3 million) 

14.638 

21.837 

14.912 

44.912 

96.299 

Quantity 
(MT) 

44,000 
44,100 

74,043 
41,960 

57,000 
38,001 

69,473 
74,547 
43,032 

'42,312 
29,000 

557,468 

Ar:-ival 
Date 

9/8/85 
t) 110/35 

9/10/85 
1/21/86 

2/14/86 
2/17/86 

4/16/86 
4/26/86 
3/12/86 
4/21/86 
5/8/86 

This rapid reprogramming of funds and subsequent rapid procurement and 
delivery enabled the GOP to retain the confidence of the population, 
continue forward with its ~heat policy and maintain wheat stock levels. 

USAlD's ability to repond rapidly to this emergency request was expedited 
by the ACE Program. In reviewing this procurement support effort, the 
team concluded that USAID reacted in a timely and efficient manner and 
utilized the options available through ACE. The result was a substantial 
strengthening of understandings with the GOP on policy considerations. 
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B. ECE Development Imoact 

1. Background 

Pakistan is in the midst of ~ major energy transition. A high level of 
development expenditure was incurred in Pakistan during the 1970s to 
create infrastructure which did not previously e~ist and to embark on 
major prujects designed to realize the country's considerable economic 
potential, particularly in energy and agriculture. 

External borrowing ~as financed a substantial portion of this 
development. Oil price increases, wit~ accompanying increases in the 
cost of goods and services f=om industrial countries, have resulted in 
shortages of foreign exchange. This in turn has delayed implementation 
of projects because of cost overruns and meeting current import 
requirement3 on which the efficient utilization of capital assets 
depends. There have been domestic financing ~ifficulties in maintaining 
the level of GOP revenues required to provide the local currency 
component of development. In the energy sector, pricing policies of 
state corporations have also led to au inadequate :low of income, causing 
losses which were met by credit from the banking system. 

Operational problems, due partly to infrastructure limitations and partly 
to shortages in the availability of management skills, have hampered 
energy production facilities, particularly in the important import 
substitution sectors. During the 1970s, the GOP's involvement in the 
energy sector lacked coordination be~Neen economic planning and energy 
development cbjectives. In fact, energy was not recognized as a sector 
in itself until the mid-seventies. The 1980 World Bank report, "Pakistan 
- Issues and Options in the Energy Sector," listed the need to develop a 
rational energy planning cap~bility as a major issue facing the· 
Pakistan's energy sector. 

During the past five years, the need for policy and institutional reform 
in the energy sector has been recognized by the GOP, USAlD, and the major 
multilateral donor agencies. In the GOP's Sixth Five Year Plan 
(1983-1988), nearly 40% of all development resources are targeted toward 
the energy sector. In recent years considerable legislation has been 
introduced by the GOP which would improve the policy environment for the 
energy sector and, in time, help rationalize its development. The goal 
is to alleviate the shortages of both natural gas and electricity. The 
following measures taken by the government are designed to contribute to 
an improved energy supply trend in the short and long terms: 

• increase the price of natural gas to 2/3 the border price or 
import price of fuel oil 

• assess and develop indigenous coal resources 

• set electricity tariffs high enough to pe~~t self-financing 
by the power sector of 40: of its capital expansion costs 

• encourage fuel wood plantations 
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• limit the use of ~atural 6as for ~ower 6eneration and requi=e 
some industries to convert from ~atural gas to oil or coal 

• induce private sector invest~ents in large scale power 
generation 

• reorganize the power sector and experiment with private sector 
participation in power distribution 

• implement a comprehensive national energy conservation 
program, and 

• improve ~ational energy planning 

2. USAlD Energy Sector Assistance Program 

In recognizing the above objectives, the USAID energy sector program 
(1981-1987) has evolved to be a top priority for both the GOP and USAlD. 
As described by US AID , the program attempts to avoid the risk of 
piecemeal decision making by directing attention to some of the 
implications of certain choices for Pakistan national energy development 
situation. Primary objectives of the current program are listed as: 

• elimination of electricity and natural gas load shedding 

• reduction of GOP balance of payment constraints 

• f ·couragement of private sector participation and investments 
i" the energy sector 

• increasing other donor coordinated financing in the energy 
sector 

• improvement of energy production, distribution and end-use, and 

• strengthening of the energy sector's institutional, 
management, and manpower'base 

Table II-B-l gives the overall summary of USAID energy assistance for the 
period 1981-1987. The ECE program was designed in 1984 in support of the 
GOP Sixth Five Year Energy Plan (1983-1988) to provide foreign exchange 
resources on a fast disbursing basis for importation of equipment and 
technology that would contribute to energy production from indigenous 
resources or energy conservation. Some of the potential associated 
benefits of th~ ECE program were identified as: 

• providing foreign exchange to mitigate balance of payment 
problems 

• creating a rapidly growing source of rupees to financ~ the 
local costs of impo~tant energy development projects 

• facilitating the technology transfer process for the local use 
and manufacture of advanced energy systems 
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Projects 

Auth2rlz~d (or 1981 19A7 perlod 
1. Rural ElectrificatioD Project 

Project 

3. 

4. 

Enerty PlannLDg L Develop.ent 
Project 

Eoer~ c~ tIel> Illld 
EquI~nt l~rt ProarBm 

foreatry PlannlDg uod 
Developeeot Project 

Sub-total: 

Pro'ra--ed for Post 1987 
1. Lakhra C~l-fired POWer 

PrOject 

... .... 

... 

PrIvate Sector Power 
GeneratIon and DIstributIon 
Project 

~eDa.eot to Forestry PlannlDg 
und Develo~nt Project 

Hydro oc otber lar.e scale 
scale Pawer Geoeratlon 

TABU II-B-l 
SlHWlY OF USAID KNKSGY 

Si'C'tOR ASSISTANCE TO '!1IE GOP 
(Actual ODd Progr-...d) 

Developaent ObJoctivC5 

InstltutioDal u.prove.ent traADIDg, enerCi loaa reductIon. 
combIned cycle power generatIon, and rural ayate. ~tenalon 

£Derty plannLDi, traLDLDg, eoerty data base developeeot, 
coal reaource developeeot, coal brlquettea. renewable 
energy BOd eoera conserva t 1 on 

Balance of pa~Dt support, 
aupport for 6th ~ive Yeer Plan. and technology tranafer 

To 5upport fuclwood forestry BOd ~tIC 
en~rgy conau.ptlon 

DIve~lfYlog fuel u.&ge. developLDi a coal-fired ,eocratlon 
technology baae, .obilizlD, aod developLDt a aodern 
prIvete sector coal industry, IDcre_IDI{ eoerty self suffICIency 
and reducIDi fOrl!l~ excbaoge e~ure, and 
provIding doaeatic econoalc aDd LDdU5trIal develop.oot. 

C.S. Dollan 
in Hi 1) jOQ 

$341 II 

$105 
... , 

$100 

$ :!5 

$l:!5 

To l.prove power supply/de.&Dd u.balancc. to attract technIcal $150 
and abD~gerIal reaourCe5 aod .obillze local and forelgD 
fioancial reao~, and to dIversIfy sUiilar power units 
based on various energy resources ,e.g., ~ .. ll hydro, blaa&aa, 
low Btu IIISS. di_el 1D runll orella). and to uae the prI veh: 
sector capability to lapl~t ~ower .generatlon sliDificaot}y [~ter tban tbe 
bureaucratIc conatralnts of WAPDA and KRSC allow . 

To support fuelwood fore5try aDd da.eatlc eoerlY ~ 17 
energy conau.ptio~ 

To .eel the eoergy resources and power supply deve1o~t $160 
ObjectIves of Sixth and Seventh five Year Plans. 

______ -=S~ub~-~t~o=t~e~l~:._(~t~e~n~t~a~t~l~v~e~I~------------________________________________________________________ ~~1~451~------

~~~~G~ran~fd~Tio~t~a~l~------=>An~~~--------------------------------------------------________ ---11.0~~ 
!. Poat 1987 "llocation Iii s140 .lllion 
~I P05t 1987 allocatlon is S60 .illion 
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3. Evaluation Objectives 

With respect to ECE, the evaluaCion must perform a number of tasks (see 
Appendix A for scope of work): 

• To review historic, current and projected institutional, 
technical, and financial impediments to private and public 
sector energy commodity procurement 

• To review progress to date as required by performance 
disbursement designs for decisions about continued funding or 
program ~odifications 

• ro evaluate major policy decisions andlor assumptions ~ade 
during ECE program design and determine their continued 
validity 

• To provide recommendations to foster private sector energy 
commodity imports and development to meet the goals of the GOP 
Sixth and Seventh Five Year Plans 

• To estimate the short-term effects and the probability for 
sustained impact of the ECE program, and to reasons for 
success or failure and lessons learned. 

The evaluation of the ECE is based on five weeks in Pakistan during which 
the team conducted extensive interviews with public and private sector 
energy producing entities, private equipment importers, oil and gas 
suppliers, GOP ministries, state corporations, banks, energy research 
institutions, and responsible individuals and organizations in major 
energy or economic sub-sectors. A list of the major meetings which were 
held is presented in Appendix B. 

4. ECE Import Program 

When the USAlD energy sector assistance program was resumed in Pakistan 
seven years ago, the de~clopment environment was severe. The GOP was 
still public-sector oriented. Much of industry and banking had been 
nationalized, and the government faced serious budgetary and foreign 
exchange restraints. The rationale for USAlD assistance to Pakistan was 
based on helping the country to develop and sustain a viable and 
progressive government and the protection of u.S. interests in the region. 

The ECE import program was designed to assist the GOP to reduce part of 
its balance of payments shortfall caused by the importation of fossil 
fuels ~nd declining remittances from the Middle East. In the PAAD, it 
was argued that the ECE ~100 million program (350 milHon in loan fund 
and 350 million in grant funds) would help the GOP to alleviate foreign 
exchange shortages in two ways: 

• D:lrectly, by contributing SIOO million in foreign exchange for the 
public and private imports that were required to realize the Sixth 
F:l ve Year Plan goals. 

• Indirectly, by either saving energy or increasing domestic energy 
rE!SOUrCe production, thereby reducing oil imports. These indirect 
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savings ~ere estimated in the range of SlOO ~llion in avoided oil 
imports over three 1ears. 

An overview of tne ECE ?rogram funding history is included in Table 
II-B-2. The equipment requirements for the direct support or the Sixth 
Five Year Pian were identified for the following energy sectors: 

Energy Sectors 

L Energy and Fuel Conservation 

2. Private Sector Equipment 

3. Coal Mining and 
Processing Equipment systems 

4. Oil and Gas Sector Equipment 

5. Renewable Energy Development 

Equipment Under ECZ 

Heat recovery equipment; 
instrumentation and control systems; 
high efficiency motors; compressors 
and pumps; coal conversion equipment 

Replacement parts and spare-parts 
for gas turbines and steam plants to 
improve heat rates and outputs; 
power distribution and tubewell 
equipment;shunt capacitors for 
reducing T&D losses; and various 
other spare-parts for generation, 
transmission and distribution 
systems rehabilitation 

Pneumati~ drills; ventilation 
conveyor systems; hard hats and 
safety lights 

Seismic equipment to OGOC and 
equipment funding resources for 
private sector firms for exploratory 
drilling project. 

Photovoltaic panels, materials and 
manufacturing equipment; wind pumps 
and generators; specialized 
generators and controls for small 
hydro. 

Other stated objectives of the ECE program are to create a flow of rupees 
and to develop institutional capabilities: 

Creation of Local Currency Account: The USAID loan to the GOP is 
for 40 years with a 10 year grace period. The GOP loans to both public and 
private sectors will be paid back over short periods of time, thus creating 
a continuOU9 flow of rupees which could be used to finance local currency 
components of future energy development projects. 

Technology Trans:t~: The ECE program will assist in establishing 
the institutional caps"j.lity to plan, execute and evaluate alternative 
energy development and energy conservation programs. 

USAlD's commit~ent to this program for both the public and private sectors 
energy equipment needs app~ars to be consistent wit~ the need and 
objectives of the CDSS and the GOP Sixth Five Year Plan. 
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TABU 11-11-:: 
(Jllervl_ of BCE PrograJr 
~llDdlDf and ~~nt~ 

(US t 11) Millions 
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LoIlIl one 1.081, 
grant 

1.. PAAIl Authoraatlor. SBO S2(; $100 9(: 1r 
(391-04SC Julr 198~ 

" r. }o unds at.ll g 1111 01. $2( 1 " "" s£. ~ s)[, 

BeE ec-od it'· apart 
Grilli! euld LolUJ 
~reeaent August 3u, 
191$4 

J. Re£ flrst Aaendialon S35 126 So 61 S16.50 3:, SlD 
., . -. 

Agroc.cnl JIlDC: C, 19B!, 

4. BCl: SecoDd ~ndlltorr S50 S50 ,10C $43.13 4.' $20 5 ' 
~t July D, 1986 

]1: 198~,. OGDC Wtl!. tlllocated S:! lIlilllon UlUlt IUld sG.I 1111 11 lOP 10lUJ 11lD~. 

1 Pnvate .ector fund S~.O lIilho[) each tlllocaled te' DEL end RBL for lOAJI 

8d11lnlstrat lor. 

::t PIl N". 111. WAPDA' S~. 7 .BlioD; USe: - $1.4 lIIi1hon; 
PCSIll-1L..L.EH1U!!!; (all grlllll tund5), oem: SB.llllilllol. :101ll' sC.! L Grant S:!.O: 
TOTAl - sIS.S .ITIion 

4' PH No. :!JA' CSf' -! 8.136 .illiol. 
IIDU' -$ 3.20 .illion 
KESC -$ 3.8 .illion 
rcSIk -$ ~.5 .illlon 
WAPDA -s I.e ~illion 
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Total -S43.1~ .illion 

5.' Additlontl) S)O.O 111111101. fllDdiDj! for the private liector WIlS 
allocated to Cltibank aDd bank of Aaerlc6 

Totlll of PIL lJA plus PIL :!3A equah; $59.63 .ilhon. 
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5. Beneficiaries 

Primary Benefeciaries: Public sector corporations and agencies 
dominate a wide spectrum of energy related activity including oil and 
gas, electricity and industrial production; imports of major energy 
cOllllloditiesj I!nergy related R&D and flnancial services. Upon 
implementation of the ECE program, most of the equipment funding requests 
came from the public sector agencies and corporations such as WAPDA, 
PCSIR, RDIP, GSP, KESC, and OGDC. A sum of 320 million ~as obligated for 
the use by private sector banks. Rowever, these funds have Qot yet been 
utilized because of constraints noted in Chapter I. 

Table I1-B-3 summarizes t~e potential primary Jeneficiaries of ~C~ import 
program in the public sector for the FY 1984 to 1986. A total or 356.3 
million was committed under the first and second tranches to the public 
sector. Excluding the private sector set aside of 320 million, the 
remaining available loan fund is 323.7 million for the third tranche. 
The public sector request to the Equipment Selection Committee of the GOP 
Energy Policy Board for loan and grant funds for the first tranche 
exceeded 3400 million. Howev~r, PIL ~o. llA dated May 26, 1985 earmarked 
only $16.5 million for procurement of commodities and equipment by four 
GOP public sector agencies. 1FBs were issued between October 1985 -
January 1986 for WAPDA (35.7 million), PCSIR (31.3 million), OGDC (38.1 
million) and KESC ($1.4 million). PIL No. 23 dated August 28, 1986 
earmarked 339 million for procurement of commodities and equipment by the 
GOP. 1FBs were issued between September, 1986 to May 1987 to asp (36.4 
million), KESC (33.8 million), PCSIR (33.5 million), HD1P (32.04 
million), WAPDA (37.0 million), and oanc ($16.50 million). 

The detailed lists of commodities and equipment first submitted to the 
USAID were in excess of $155 million. The following shows the further 
reduction of public agencies commodities and equipment for the second 
tranche: (in millions) 

!<ESC 
KDIP 
a-roC 
PCSIR 
aGnC 
WAPDA 
asp 
NRL 

Total 

S 8.580 
3 4.590 
S 5.680 
3 8.000 
335.000 
325.000 
3 0.476 
3 0.910 
$88.236 

Finally, for the second tranche procurement, PIL I 23 issued on August 
28, 198u earmarked 339 million for procurement by six public sector 
agencies as shown in Table 11-8-3. 

Allocations of funds for the third tranche to public sector agencies are 
summarized in Table 11-3-4. The available funds for the third tranche 
total 323.7 million against the requested allocation of i48.0 million. 
Various agencies' requests are prioritized to match the available 
remaining ECE funds for FY 1986-87. 
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IUf'DA S,.t .. Over ~ 
Thra.-y •• r Parlod ~C 
!lahab1l1tat 10n 

[Dcraa.in, ch. ~APnA ch.rmal th.raal 
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For the fiscal rears :984 t~rough 1987, requests for SCE funds f=om :he 
various public sector agencies exceeded the allocated 380.0 million. The 
ECE program for the public sector is not only satisfying the original 
g,al for providing foreign exchange for importing critical spare parts 
for ~he energy sector, Lt is generating various secondary benefits in the 
energy sector as discussed in the next sub-section. Rowever, there Ls nO 
evidence that fund allocations by the public sector agencies were based 
on cost/benefit analyses for distributing the limited funds to the 
various contenders. Table II-3-4 indicates that the ECE import fund 
allocation procedure is based on judgment a~d priority lists developed by 
the various public agencies and the ECE GOP Equipment Selection Committee. 

Recommendations: 

• That the USAID should continue to place the highest priority on the 
ECE import program and continue to fund the public sector agencies 
based on the critical need for u.s. made ~quipment and spare 
parts. The final level of future funding for the post 1987 period 
should be based on the recommended evaluation of subsection 11. 

• That the USAID obtain better cost/benefit data on all public sector 
end-users from the GOP. This wIll provide the basis for further 
developing a mechanism for allocating funds. 

Secondary Beneficaries: This sub-section describes some examples 
of potential secondary beneficaries of the public sector ECE funds. The 
ECE program is designed to accomplish the follOwing short-term, mid-term 
and long-term benefits for the following public sector agencies: 

Electric Power Sector - WAPDA & KESC: It is generally accepted 
that Pakistan faces a serious short-term electricity supply crisis. At 
present, there is a significant amount of unserved or 3uppressed 
electricity demand due to absolute capacity shortages and to a high and 
unpredictable unplanned outage rate. In addition, substantial future 
growth in electricity demand is projected. The USAID-funded design for 
the program for efficiency improvement of thermal power plants in 
Pakistan (Stone & Webster Reports, October 1985) has identified 
rehabilitation equipment needs for the WAPDA and the KESC. In Tables 
II-B-5 and II-B-6 some of the direct benefits of such programs for WAPDA 
and KESC systems are included. However, the follOwing direct and 
indirect impacts must be estimated to evaluate the true benefits of 
reducing load shedding due to capacity shortages in the electricity 
sector. When implemented, the EeE import program for the WAPDA and the 
KESC should result in the reduction of the follOwing direct and indirect 
societal cost of inadequate power supply: 

Direct Impacts: Direct impacts relate to 
activity of service which requires direct input 
the immediate consequences of the interruption. 
include the following: 

the interruption of 
of electrical energy, and 

Examples of this would 

• Manufacturing plant shutdown or industrial production 109s; 
agriculture damage if electricity is used for irrigation; food 
spoilage (refrigeration); damage to electronic data and 1099 of 
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computer services; loss of life support systems ~n !1ospitals, 
nursing homes and households; traffic congestion due to the failure 
of traffic control devices. 

Indlr~ct Impacts: Indirect impacts are effects which result from 
one or more direct imports and reflect social responses made to 
load-shedding conditions. They cau be further disaggregated in to short, 
medium, and long-term impacts. Examples of each are as follows: 

• Short-Term: Cancellation of institutional activities; industrial 
production losses; overtime payments to police and fire personnel; 
loss of producti'fity due to discomfort; water supp11 interruptions. 

• Medium-Term: Loss of revenue during recovery period; inefficient 
self-generation of electricity by private industry, shops and high 
income residential houses. 

• Long-Term: Litigations costs; loso of credibility for reliable 
electricity supply; cancellation of new industrial plants; 
irrigation related damage; potential increase in insurance costs; 
and probability of disease and contamination increased due to 
sewage disposal problems. 

Direct adverse impacts, by definition, can only be avoided through an 
increase in end-user reliability. ECE equlpment fo,=, the WAPDA and KESC 
is partially accomplishing this goal. Indirect impacts, on the other 
hand, will have a long-lasting impact on the overall economy of 
Pakistan. The major bulk power system demand consists of the 
agricultural and indust':ial loads, ~aking electric energy one of the raw 
materials used in otber processes. Therefore, the improved performance 
of electric utilities due to ECE imports can be a.ss:!gned a dollar value 
as an indirect positive impact. For example, i~; has been estimated that 
the total revenue lost annually due to 10ad-shE~ddlng from poor operation 
of the Faisalabad thermal power station ill the WAPDA system is equivalent 
to 31.0 million. Based upon the "Cost of Load Shedding Study", the 
decline in vall~e added due to load shedding is e$t.imated about $500 
million in lost economic production. 

Other Agencies and Corporations: ECE procurement will contribute 
significantly to energy resource development R&D capabilities of Fuel 
Research Center (PCSIR), HDIP, 0GDC and GSP, which will help to overcome 
the following barriers: 

• Resource Barriers - Private and public industries often lack 
adequate knowledge of the availability and usability of potential 
energy resources (examples: low BTU coal and natural gas). 

• Technology Development Barriers - In order for industry to use an 
alternative energy technology, it ~ust be convinced that it is 
reliable, usable, and cost-effective (example: the compressed 
natural gas program of HDIP). 
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• Investment aarri~rs - ~ew industries often have problems financing 
business ventures simply because the finan~ial community is 
unfamiliar ·~th their products (example: solar and wind application 
and coal briquetting). The ECE program is helping public sector 
agencies to overcome above barriers by developing new technologies 
such as CNG and coal research programs. Important factors that are 
related to the direct and indirect benefits of ECE import program 
are shown in Table 11-B-7. 

At the highest level is the aet social benefit that should result from 
the ECE import program. Thus, the lack of short-term balance of payment 
support because of a non-bulk commodity disbursement rate is the price 
paid for empha~is on development goal~. ECE still ~oves funds faster 
than standard project support, and is now expected to move about i25.0 
million per calendar year as of 1987. 

Recommendation: 

• That the next evaluation of ECE specifically assess the actual 
benefits of ECE equipment to KESC and WAPDA predicted in the Stone 
and Webster report of October 1985. 

6. Relationship to Other USAlD Energy Projects 

Other USAlD energy initiativ~ projects a1m at assisting the GOP to 
strengthen its baLlnce of payments position by developing indigenous 
coal, hydro, renewnbles, and energy conservation capability. All energy 
projects simultan~ollsly endeavor to strengthen the critical link between 
~conomic development plJnning and institllti(~nal capabilities to plan, 
execute and implement ~nergy development and conservation programs. 

Table 11-8-8 show9 major components of USAlD energy projects. 'The 
current energy sector program i9 designed to support the following 
categories of activities: 

• Institutional reform • Coal resource exploration 

• Training assessment 

• Private sector participation • Coal mine development 
and investment • Coal briquettes 

and 

• Power generation • Energy efficiency improvement 

• Power distribution, • Renewable energy technology 

• rehabi.litation and expansi.on • Oil and gas development 

• Energy plLlnning 

The ECE import program can play a 9ignificant role in the implementation 
of some of the above ,-lctivi.tie9. AB the acceptance of private sector 
partiCipation in power generation and distribution, development of oil 
and gas concessions, large scale coal mining, coal briquetting, energy 
conservation, and energy commodities increases, the need for the ECE 
imports 3hould accelerate. The USAID project 9trategy in both the public 
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~nd pri'/ate sectors is to address the general constraints of the GDP to 
develop sound national energy options through its policy and technical 
research and development activities. 

ECE 1s designed to provide a link to the energy development strategy in 
Pakistan. Specifically, the ECE program relationship to ot~er acti'lities 
is based on importing equipment to accomplish the following: 

• Develop con'lentional power generation and energy resources to 
bridge the gap becween supply and demand 

• Establish =equisite energy data collection and analysis 
equipment to assist public and private sectors 

• Design, assemble and test prototype renewable equipment in 
cooperation with potential future user agencies and enterprises 

EqUipment Loan Program for Conservation Retrofits: Retrofitting 
private industry and business in Pakistan to provide for more efficient 
energy use would produce substantial energy savings and needs for 
advanced control technologies. Such retrofit efforts should be a direct 
outgrowth of the EP&D project feasibility studies on energy 
conservation. A financial program in the form of interest free loans has 
proven effective in the U.S. (Normally, the electric utility lends 
individual industries the capital needed to make improvements, then adds 
an amount to the borrower's monthly bill to recover the amount of the 
loan over a one-or two-year period, depending on the amount borrowed.) 
The ECE private sector window could be used for providing funds for 
energy conse~!ation equipment in Pakistan. 

Recommendation: 

~ That E&E implement plans to encourage the use of private sector ECE 
funds to implement the results of EP&D feasibility studies on 
energy conservation which would involve retrofitting industries 
through specialized U.S. control technology. 

7. Technology Transfer and Training 

The GOP's dramatic shift in emphasis in ~apital intensive energy sector 
has created an environment where new technologies can flourish. ECE is 
causing institutions such as manufacturing plants, exploration agencies, 
irrigation districts and pri'late sector to reexamine the energy 
development and efficiency improvement potentials in their own 
jurisdictions. Technology transfer through ECE include the introduction 
of computerized automatic geophysical data logging, modern environmental 
monitoring system, modern mining technologies, computer aided power 
distribution design, coal resource assessment, energy conservation 
technologies, and modern training related commodities. 

In the areas of coal, oil and gas, exploration and development and 
pri'late power generation, USAIn strategy calls for a technology transfer 
program that delivers information to individuals within public 
jurisdictions who are most likely to initiate and manage a public/private 
energy development partnership. 
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Recommendations: 

• That ECE be focused on the areas where U.S. equipment and 
technologies are superior, such as 011 and gas exploLation 
equipment, industrial and rural cogeneration processes, and 
renewable technology (equipment for solar and wind, data 
collection, biomass, small hydro). 

• That USAID encourage GOP to support private sector development 
through the public sector institutions such as promoting aGDC -
private petroleum joint ventures and WAPDA/KESC private power 
project infrastructure. 

8. Institution Building 

In conjunction with other energy projects ECE is having an inflllence on 
institutional reform. Some e~amples are: 

• Upgrading of WAPDA and KESC existing thermal and hydro 
generation and distribution systems; 

• Encouragement of energy efficiency measures under a national 
energy conservation (ENERCON) entity under the Ministry of 
Planning and Development. 

• Strengthening of HDIP capabilities 

• Geological Survey of Pakistan institutional improvement 

• Acceptance by aGDC of institutional reform assistance and 
promotion of joint ventures 

• Strengthening of PCSIR and offering of analytical services to 
private sector at reasonable rates 

The ECE import program and the role of the private sector, particularly 
in private power generation corporations and financial institutions, 
raise institutional issues for analysis. USAID management of potential 
conflict between the legitim~te interests of the public and private 
sectors affects the economies of all energy entities in Pakistan and 
future support of the ECE import program for the benefit of private power 
generation. The USAID and the GOP should initiate a series of public 
utility policies to remove all regulatory and institutional barriers to 
the development of private power generation projects. Post 1987, a major 
portion of the ECE import program can be used for the private generation 
project. At present the following institutional barriers are unresolved: 

• The GOP does not have a standardized qualifying facility 
(privnte generation) siting process; 

• WAPDA and KESC do not use standard offer contracts for the 
purchase of capacity (MW) and energy (GWH) from the private 
electricity producer based on the avoided cost principle 
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R.ecommendations: 

• That OSAlD provide technical assistance to the GOP (WAPDA and KESC) 
for preparing standardized Notice of Intention (NOI) and 
Application for Certification (AFC) for private generating 
facilities and the rural electrification project. The vurpose of 
NOI is to inform the regulatory agency and the interconnecting 
utility about the intention of the project and its justification 
based on utility demand conformance need analysis. APC is the 
final certification of the facility based on engineering, 
environmental, and public safety design criteria. 

• That OSAlD provide technical assistance in developing standard 
offer contracts for capacity(MW) and energy (GWH) delivery to the 
WAPDA and KESC systems by the private energy project developers. 

• That OSAID provide technical assistance to the GOP in developing 
private power plant. siting regulations based on need analysis, fuel 
displacement policy, and regional or local development goals. 

9. Policy Dialogue 

There is a growing gap between energy supply and demand. Among the 
problems which have been cited in formal or informal reviews of the 
energy sector have been: price levels which do not cover operations and 
maintenance and debt service costs; insufficient capital investment; 30% 
losses due to overloading of transmission and distribution conductors 
(15%) and meter bypassing (estimate 15%); failure to send out invoices or 
collect invoices sent; weakness in procurement of systems and services; 
lack of training and effective preventive maintenance programs. 

In close coordination with the World Bank and other donor agencies, USAlD 
is encouraging GOP to implement reforms aimed at: 

• Rationalized gas and electricity pricing: 
• Domestic coal and oil/gas resource development in the private 

sector 
• Institutional modernization; 
• Energy conservation and socio-economic based rural 

electrification. 

USAIn energy sector policy dialogue is coordinated with the 1070rld Bank 
Energy Sector Loans I and II for policy reforms to address the sectoral 
issues in the areas of resource development, invest~ents, priCing, demand 
management and institutional reforms. ECE supports and reinforces the 
World Bank Energy Sector Loan development framework and the draft Seventh 
Five Year Plan through its covenant on the GOP reporting its progress in 
implementing the Bank's Energy Sector Loan and through conditions on its 
equipment funding for oil and gas. 
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10. Relationship to Other Donor Projects 

The large aJajority of USAlD's energy sector projects and activities are 
developed in close coordination with the World Bank, Asian Development 
Bank, Canada, U.K., West Germany and other donqr agencies in the areas of 
pollcy reform, commodity procurement, technical assistance, and 
co-financing coordination. As an example, the following activities were 
jointly executed with other donor agencies: 

• Guddu Combined Cycle Power Generation Project 
USAID: ~ 52 million 
ADB : 3141 million 

• USAID-wB-ADB coordination of Lakhra Power Project (3815 
million) feasibility studies (USAlD 512 million for studies and 
approximately 5125 million if project proceeds.) 

• USAID (up to 315 million) design of and joint funding with the 
World Bank for the WAPDA thermal power plants rehabilitation 
program (SlOO million) and USAID (Sl.O million) design of the 
expansion of Jamshoro Power Station Complex (Sl.O billion). 

• Agreement with the World Bank and ADB for co-financing the S400 
million power distribution rehabilitation and expansion program 
(first 355 million feeder improvement by ADB and 37 million 
USAID) • 

• The World Bank endorsement and support for the USAID assisted 
(320 million) creation of ENERP~~ (now Energy Wing) and 
ENERCON. 

• World Bank, CIDA and ADB coordination and co-funding "of oil and 
gas exploration, development, and OGDe institutional reform. 

• Policy agreement with other donor agencies in the areas of 
energy prid.ng, energy sector institutional development and 
investment. 

Recommendation: 

• That USAID continue to maintain close coordination with other donor 
agencies' commodity equipment programs and, as these programs prove 
their worth, shift ECE emphasis accordingly. 

11. Conclusions 

Unlike ACE, where the majority of the funds has gone to fast-moving bulk 
commodities, ECE funds are concentrated solely on development goals, with 
short-term balance of payment objectives secondary. How well it achieves 
its development goals depends on the utilization of its planned imports 
and the progress of the energy sector projects to which ECE is linked. 
With only 10% of its funds disbursed, it is too early to assess acttla1 
versus planned impact. That should be the subject of the next evaluation. 
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Recoaendation: 

• That USAlD schedule an evaluation of ECE during the Spring of 1988 
to assess the utilizatiou of equipment and ~achinery i~ported for 
the public sector agencies and their actual impact ou the energy 
development goals enunciated by the USAlD. 

0005P 
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CHAP'l'ER III. 

ECONOMIC IMPACT 

Introduction 

This chapter discusses first the economic climate in P:lkistan in which 
the ClPs operate, then analyz~9 the various aspects of balance of 
payments support, both short and long range; analyzes the impact of the 
CIPs on policy dialogue, and suggests alternative uses for the use of ClP 
funds. This chapter incorporates the findings of the World Bank Report 
(1987) and USAlD's CDSS (1987). 

A. Economic Climate 

Fueled by Gulf remittances, smuggling, heroin trafficking and the 
Afghanistan war, the Pakistani economy has boomed for a decade. The 
government is spending a budgeted 38 percent of its 1986/87 current 
expenditures on defense, 7 percent on subsidies and 18 percent on debt 
servicing, making it difficult to remedy its glaring inadequacies in 
education, health, energy and basic agricultural infrastructure (see 
Table 1II-2). 

The economy over the past few years has been characterized by: 

• Growth rates in excess of 6 percent per annum which are 
above plan targets 

• Decline in inflation rates 
• Increases in cotton, wheat and domestic production 
• Important improvements in policy environment including: 

-- deregulation 
-- agricultural output pricing 
-- exchange rate management 

• Increases in private sector investment and output.. 

These pluses have been offset by: 

• Continued low investment and savings rates 
• Deteriorating budget performance 
• No progress removing internal and trade barriers 
• An upward trend in unemployment 
• A deteriorating balance of payments and foreign reserve 

position. 
Pakistan has over the last several decades been rocked by unforseen 
events including: 

• Two bripf but costly wars with India 
• Periodic disastrous floods 
• Droughts 
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• ~e8ional dissension 
• Splitting off of Bangladesh 
• Oil shocks 
• Lack of political consensus and unity 
• Economic recession and nationalization under Bhutto, and 
• Influx of over 3 million Afghan refugees. 

More recently, the balance of payments position has been influenced by 
factors not anticipated in the Sixth Plan, both external: instability in 
the international commodity market (especially for rice, cotton and 
petroleum products) and sluggish recovery of world trade. The government 
had the capacity to partially influence other factors, such as poor 
performance of nontraditional exports and shortfalls in aid disbursements. 

Traditionally, the balance of payments effects of external shocks has 
been offset by capital inflow and supplemented by export promotion. In 
early 1982, Pakistan broke the traditional linkage beeween rupee and 
dollar with a 10 percent depreCiation of the real effective exchange 
rate. But because of poor harvests, particularly in cotton, exports did 
not show a significant increase UI7.til the following year. Increases in 
imports have been effectively moderated by controlling credit. 

High interest rates favorably affected worker remittances which in FY 
1985/86 exceeded 32.5 billion. These inflows in the past contributed to 
offsetting the deficit and to Pakistan's nearly $3 billion record level 
reserve position in 1983. The situation is now deteriorating. 

As a consequence, deficits (3.7% of GNP) a~e running higher than 
projected (Table 1II-3). Higher deficits and aid shortfalls have forced 
the GOP to draw down reserves and resort to short-term borrowing via a 
wide variety of high tax free interest schemes (Table III-4). 

Gross official reserves have falleo by nearly Sl billion to 3900 million 
or the equivalent of six weeks of imports of goodu and services. If 
foreign currency deposits of non-resident banks and f~reign exchange 
bearer certificates totaling 3644 million are netted out, adjusted 
reserves equal only ewo weeks of imports, a precarious p09ition for a 
country where exports and imports are subject to considerable instability. 

Other indicators also reveal a recently deteriorating foreign reserve 
position (Table 1II-6). These figures, however, compare well with 
averages for other developing countries. But the sharp decline in 
reserve coverage from 215 percent of total debt service in FY 1983 to 70 
percent 1n FY 1986 and the near doubling of the debt service ratio 
bet"een '!Y 82 and FY 86 (Table III-6) indicate that unless Pakistan 
improves its c=edit worthiness through improved economic management of 
structural reforms (See section C below) it will face problems obtaining 
future funds. 

B. CIP and Balance of Payments 

1. Overview 

The ACE and ECE programs provide different types of balance of payments 
support depending upon ~ne types of commodities imported, quantity and 
timing of the shipments, success in disbursing the funds, and the number 
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of years before a project curtails imports or expands exports. A ~in 
advantage of the eIP over other programs or projects is its f1e~ibi1ity 
1n moving beeween commodities with a rapid speed of disbursement (for 
handling immediate balance of payments problems) and slower moving 
project commodities with a high development or structural adjustment 
impact. However, because the balance of payments situation was 
relatively strong in 1983, there was more economic justification for 
expanding the ClP program to support projects with longer gestation 
periods. 

Balance of payment support of programs such as the ClP with its flexible 
and relatively fast disbursements, contributed to lessening the impact of 
large domestic shocks due to poor cotton and wheat crops of 1982 and 
1983. The situation could have resulted in inflationary monetary 
policies as experienced by Korea in the early 1980's [Aghevli, B. and 
Marguez-Ruarte, J. (1985)]. Thus far a real crisis lesding to output 
declines, high unemployment, soaring inflation and huge balance of 
payments deficiencies has been avoided. But Pakistan remains an 
agriculturally based economy subject to the vagaries of weather and large 
but declining worker remittances closely linked to the volatile 
international petroleum market. And, as such, the eIP provides a useful 
alternative to other project related assistance in the AID prograIII .• 

The need to restructure the economy towards exports will pose a continued 
problem of maintaining an adequate balance between resources and their 
availability. Continued efforts to restructure the economy towards 
increased agro-based industries can exacerbate the trade balance and 
budget deficits - especially in the presence of cheap credit and 
over-optimistic assessments of domestic and world market prospects. ACE 
and ECE are providing lnfrastructure that help provide the critical 
inputs for closing the foreign exchange gap in these industries. 

Broad changes and policy reform have provided an environment more 
conducive to entry of private firms into key sectors of the economy. 
liuch need~ to be done, particularly in rural electrification and 
promotion of priv-:lte snctor participation in activities formerly set 
aside for government parastatals, particularly in the areas of: 

• Research 
• Maintenance of existing facilities 
• Development and broadening of th~ grid 
• Improvement of energy efficiency through choice of energy 

saving technology and economic priciug policies. 

2. Balance of Payments Impact 

Private Sector Impact: Funds allocated to the private 
sector window have had no impact to date on Pakistan's balance of 
payments positlon. See Chapter I. When public sector project funds are 
exhausted, failure of the program may have a negative impact 1n terms of 
the opportunity costs of siphoning funds from publi~ sector programs and 
projects which might yi.dd quicker balctnce of payments impact. See Table 
III-lo 

Public Sector Impact (A General Approach): Public 3ector 
programs have had and ~re expected to have important, significant 
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but distinct impacts on halance of ?ayments that in the ~uture should ~e 
brought out more clearly. Projects, particularly those supported by ECE, 
have not been as timely as expected*. 

Table III-l 

Economic Impact to Date of ACE and ECE Commodities 
on Program Objectives 

Program Objectives 

Quick Disbursing 3alance of 
Payments Support as Insurance for 
Unforseen Shocks to the Economy .•.. 

Quick Disbursing Balance of 
Payments Support for Anticipated 
Trade Trends ...................... . 

Medium-Long Run Balance of 
Payments Support ••..••••••••••••••• 

Indirect Balance of Payments 
Support ........................... . 

Aggregate Structural Adjustment ••..• 

Agricultural Sector Adjustment •••.• 

Energy Sector Adjustment ••••.••••.• 

Zconomic Development Impact i.e. 
(High Blc rates, internal rates 
of return, equitable distribution 
of lncorne) ........................ . 

Private Sector Support 

Budget Deficit Support •••.••...•... 

ACE 
hivE. te Public Private ---
~one ;-/hea't I ~one 

Cotton 

None Fer- None 
tilizer 

None Sub- None 
stantial 

None Sub- None 
stantial 

None Sub- None 
stantial 

None Sub- None 
stantial 

None Fuel- None 
wood 

Minimal Sub- None 
(32.8 stantial 
million 
earmarked) 

Minimal Sub- None 
32.8 stantial 
million (including 
pro- farmed 
gramed 
but not 
disbursed 

None Sub- None 
stantial 
(when 
including 
farmer) 

~See the objectives of ECE outlined in Chapter II B 

ECE 
?'Jolic 

~one 

None 

Substantial 
(in Long Run) 

Substantial 
(in Long Run) 

Substantial 

Substantial 
(in Long Run) 

Substantial 

Substantial 

Substantial 

Substantial 
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StablizaCion During Unforseen Crises: ACE ~as 
contributed to stablization impact during the wheat crises of 198~ lnd 
the cotton crises of 1983. In both cases, the ACE pro·rided an in-?l.lce 
system to help relieve an immediate or potential crisis that could h.l·/~ 

contributed to destablizatLon of the economy. Because of the ?reem~nent 
role of agriculture in the economy and the ability of the U.S. to meet 
production gap~ due to the most common nf shocks - vagaries in the 
' .... eather aud growing conditions-ACE provides an important shock ab!:lor~er. 
In the absence of shocks, funds can be used to provide anticipated 
balance of payments support. 

ECE has not ~een and ts not expected to be fast disbursin~. As 1 result, 
ECE has not oeen us,~d to -lid i::l::lediate oalance of paY!Ilen ts crises. The 
program is new ,lnd still being ~st.lblished. In comparison ·..rith 
agriculture, efforts to develop energy are still relatively new for both 
US/liD and other donor!.. Moreover, the nature of the energy program often 
require9 a longer time frame than immediate consumption, as in the case 
of wheat, or .l growing season, as in the case of fertilizer. The gains 
in terms of balance of payments support from ECE are expected to be 
substantial, but will oeCllr mostly in the future as a variety of programs 
aimed at saving costly fuel imports begins to payoff. 

Other Immediate Balance of Payments Impacts: A 
second category provi.des immediate support for current antiCipated or 
unforeseen balance of payments problelll3. The CIP contributes to this 
type of baLmce of payments support if the commodities substitute for 
imports that would have been imported in the absence of the elP. 

Discus9ions with various users tudlcate that to date only fertilizer 
imports m.1.Y fit into thiJ categoryA'. Other commodities described in 
Ghapte r II would probably not h.we been imported in the absence of the 
CIP. Much of the equipment and commodities for repair and maintenance 
are imported only unde~ USAID or other donor programs because other areaa 
such as defense and subsidies receive a higher priority. 

*1£ the fertilizer would not have been purchased without the CIP, then 
it is .lddit iona1 and balance of payments support gain will be realized 
only after the gro~ng season when production from using fertilizer 
might enhance agric 11ltural e~ports or curtail agricultural imports. 
However, under tlw C\1rrl~nt gystem wh.ich heavily subsidizes fertilizer 
imports, it L!l (Iuest.ionilble whether the privnte sector · ... il1 import 
fertilizer until the ~ubsidy is lifted. Similarly, ECE has no 
immediate balance of payments Lmpact because a1mogt without exception 
the commodlties ·..,.ould not have been imported without the program. See 
Tables IlI-8 [, 9 for ,1 List of lmporterl commodity c.:1ndidates for. 
immedLlte b<llilnce of pllY!I1cnts !Jupport. 
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Medium to Long Run Balance of Payment Impact: .\1: c~e 
agricultural ~rojects supported by ACE with the exception of ~heat lnd 
cotton (that were used to stabilize the economy) and fertilizer (chat 
would hav~ been purchased ·~thout aSAID support) fit into this category, 
if the commodities are being used effectively to increase agricultural 
production of tradable goods. Subsidized fertilizer is applied to ~ajor 
crops including wheat, rice and cotton and edible oils. Since the 
II1l1jority of agricultural projects are geared to the~.e products, the 
impact will be to curtail imports (Table 111-8, 9 & 10) and increase 
exports (Table 111-11 & 12). The net effect can be eno~ously high ~n 
the generally neglected areas of maintenance dnd repair of ir~igltion lnd 
drainage systems. See Chapter II for 1 complete descri?tion. In the 
long run there are high pa]'offs associated ;.rith increased expenditures on 
research and development. 

An example of medium term balance of payments support would be the use of 
drainage equipment that would make the difference between farming or not 
farming land used to produce l tradable commodity such as wheat. In the 
presence of all other inputs, it represents the difference between 
optimal output and no output. 

ECE commodities were expected to arrive in 1985, but did not arrive until 
early 1986. Commodities valued at 320 to 330 million this year and for 
the next two years should yield substantial payoffs in near future. 
Since these imports would almost certainly not have been imported without 
the CIP, their impact in foreign exchange availability can only be 
measured by their contribution to improving future balance of payments 
position. Cost of two year lags can be viewed as a discounting of future 
balance of payments benefits and other developmental benefits. The net 
gains will probably still be quite substantial. 

ECE has concentrated on functional areas: 

• Oil, gas and coal exploration and development 
• Upgrade and rehabilitation 
• Energy conservation 
• Maintenance and repai~ and 
• Energy research 

The expected impact on the balance of payments for all these functional 
areas is high. Drilling and exploration has already resulted in 
substantial finds that are pe~itting Pakistan to save on its import 
bills. See Table 111-7 on recent growth in fuel production. 

Energy conservation measures are pe~itting more generation transport 
vehicles and other users of energy i~ports to provide the same level of 
efficiency with less costly energy imports. 

Currently, ~any of the commodities in ECZ are channeled into the long 
neglected areas of maintenance and repair, and it has been shown that the 
benefits are often many ~ulti~les of the costs for these projects (Stone 
and Webster Engineering Corporation (1985, Table 7-1)). 

I 
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The high benefit/cost r3tios of ~odi:ying ?rojects by tntroducing ~ne~3Y 
conservi.ng technologies lIeans that the same utilization levels I:.:ln be 
obtained with less use of costly inputs, including imported petroleum. 
Conversely, increased power using energy efficient technologie~ can 
substitute for those using imported energy inputs. 

Finally, research is expected to aid the balance of pa~ents situation in 
a host of ways described in Chapter II. For example, ECE supports import 
savings projects being developed by the Hydrocarbon Development rnstitute 
of Pakistan. Their projects include: 

• Helping Promote Oil .:lnd Gas Exploration - providing data 
that have generated interest by private sector foreign 
interests in riomestic regions that earlier ·,.,.ere of little 
interest to foreign oil companies 

• Providing Technical Service to Bulk Users of Petroleum -
offering domestic laboratory testing of oil samples that 
previously were shipped to Europe 

• Developing and ~arketing Interfuel Substitution - developing 
a conversion that combines indigenous natural gas and 
regular fuel to form less expensive fuel to substitute 
domestic natural gas for imported fuel. They are now 
marketing the product in Karachi ilnd demand is greater than 
supply among taxi rlrivers and other intensive users of 
transport fue 1. The balance of payments impact of 
substitutl.ng forei8rl I.mports with indigl~nously produced gas 
can be !JUb~iLlnt.lal. The current payback (iistance is 20,000 
km. 

• Improving Fuel Efficiency for Medium and Small Industries -
using domestic waxy oil that cannot be used by itself but 
possibly can be mixed with light oil from Saudi Arabia or 
Iran to become acceptable as a fuel. !{DIP is attempting to 
analyze the economically optimal mix of the 'Naxy 011 with 
other fuels in an effort to substitute inexpensive domestic 
sources for expensive forcil,n fuel i:nports 

Indirect Balance of Payments Effects: These effects 
can best be reviewed within the context of 3n Lcontief-tyre input-output 
model. !.loth .lgric!l1ture and energy have import.1nt for.rard llnkages. One 
'~xample is their lmpnrt.I:1i'e for the hudding Jgro-industrie!.l of apparel 
[111(1 textiles. 111C tl~xtl1.l! industry has been a nuljor beneficiary of CIP 
through !.luch pro~rarnn ,J!l the cotton transfer and fertilizers. Cotton is 
used to make ftb,->r~, tt'xtLle product!] ,md apparel - ;\11 of which .He 
expected to be j1.:lrt of till' growing P.1ki8t,lni effort to '~xport over the 
next decade mallufacturering product!.!. Exports in this area hold out 
great potentLlL for j)rovt1ilng thl! forl'i;';11 ,!xchangc neerit~ri for financing 
development. 

Slmil.lrly, '\ ~Jtf.!ildy sllppl'! of I~nergy !Jrollght Ibout by improved supplle9 . 
. Jnd ,1vold,lncl~ of load shedding th.1t :night result from ,1 program 
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supporting peak load pricing through policy dialogue can ?rovide ~ 
necessary though not sufficient prerequisite for successful produc~ion of 
more man-made fabrics and ~lend9. Inadequate supplies of electricity can 
ruin textile machines and an entire manufacturing operation. 

3. Conclusions 

To justify full, the ACE and ECE programs as currently structured, AID 
must rethink the notion that the primary objective of the CIP--obscuri3g 
all others--is to provide quick disbursing balance of payments support. 
Table 111-1 highlights the economic impact to date of ACE and ECE 
commodities on 'rarious program objectives. It is not all inclu~i.,e and 
does not include impact on the private sector or policy dialogue, but it 
does highlight the wide range of objectives supported to date by ACE and 
ECE. 

First, quick disbursing balance of payments support can refer to its use 
as insurance against unforseen shocks to the economy or its support for 
the more systemic problems anticipated on the basis of a weak export 
performance, expected declines in workers remittances, etc. It could 
also refer to quick disbursing commodities for energy saving research 
(that would not be purchased without ECE) and that will have a great 
impact on the balance of payments in the long run. Each provides a 
different type of balance of payments support. 

Second, USAID must recognize explicitly the numerous other stated and 
implicit objectives of USAID and state their relative priorities. See 
Table III-l. If the highest priority is its use as insurance against 
shocks, AID would be advised to import food and agricultural inputs from 
the PL 480 program to stabilize agricultural markets and provide 
immediate balance of payments support. The structural adjustment and 
developmental impact would be minimal. 

If hlghest priority use is as immediate support for systemic balance of 
payment problems, then top priority should go to commodities currently 
imported by the public and private sectors with their own funds. These 
would not be additional imports. Within these commodities, AID could 
prioritize commodities in terms of their contribution to other objectives 
(i.e. increased exports, decreased imports, development impact, income 
distribution, future energy import savings, etc). In Pakistan, tallow 
might qualify because it would provide immedidte balance of payment 
impact for the pri"ate sector soap industry. Tallow is currently 
imported by the private sector from Australia and to a small extent from 
the U.S. Fertilizer might also apply because of its immediate impact on 
agricultural production. Fertilizer is imported by the public sector. 
Generally raw materials and equipment would be preferred over luxury 
consumables, because of their impact 00 future production. Humanitarian 
reasons and human capital theory would justify placing a high priority on 
necessary consumables. 

If highest priority is its use for structural adjustment or development 
impact, sectoral CIP with ACE and ECE supporting projects that have high 
benefit/cost ratios and internal rates of return that use n~w 

I 
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technologies and that create aew institutions and organizations I 
(including private sector participation in energy) would be ~referred. 
Sectoral research projects with long gestation could qualify because of 
extremely high rates of return in the long run. Within this general 
category, commodities could be prioritized on the basis of th~ir future 
foreign exchange saving schemes. 

Estimated ACE & ECE Balance of Payments Support To Date: 
As Table III-1 indicates, the actual contribution of the program to date 
would be the CSF value of wheat (399 million), and cotton (325 million) 
and fertilizer ($134 million). The first ~~o were used to stabilize 
their respective markets after unforseen crop failures. Fertilizer was 
earmarked for support of anticipated shortfalls of foreign exchange to 
purchase the needed critical input. The total C&F value (3258 million) 
over-estimates the balance-of-payments support by the C&F costs of 
importing wheat, cotton aud fertilizers from the "best" alternatives 
sources in international markets. In the future, this could conceivably 
include IT.S. coal to blend with Pakistani coal for power and industry to 
reduce more costly oil imports. 

Even if the IT.S. international prices are competitive for these three 
items, as they appear to be, the transport costs are two to four times 
greater for IT.S. than other carriers. All ~otton to date was shipped by 
U.S. carriers. Assuming 50 percent of the value of the wheat and 
fertilizer are carried by IT.S. carriers, the total balance of payments 
support of the 3258 million total drops to 3233 million with the 3~) 
million* difference representing a subsidy to IT.S. carriers. If we 
assume that at least part of the fertilizer would not have been purchased 
without ACE, the 3233 million "immediate" balance of payments support 
drops further by the amount that would not have been purchased. 

As indicated in Table III-l, no balance of payments support has' to date 
been provided by the private sector windows or equipment procurement 
under ECE or ACE. 

*For a 20 kg bag of DAP fertilizer, the transport costs by a IT.S. 
carrier are 33 to 34 per bag and for a non-U.S. carrier $1 to ~1.50 per 
bag. For the most recent shipment, the price per bag was 37.70. 
Assume the average cost at $1.25 per bag for a non-O.S. carrier and 
33.50 per bag for a IT.S. carrier, the total C&F price per bag is 38.95 
per non-O.S. carrier and 311.20 per U.S. carrier. Applying the U.S. 
subsidy on 50 percent of the 3233 million wheat and fertilizer shipment 
yields a 323.4 million subsidy to U.S. carriers. The subsidy to U.S. 
carriers for cotton was 31.3 million. Thus, the balance of payments 
impact is 5258 ~illion minus 325 million or 3233 million. A total of 
325 million in subsidies accrues to the IT.S. carriers. 
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Other Benefits: Table lII-i demonstrates that ~hile the 
private sector has had essentially no economic impact (i.e. 32.8 ~illion 
under ACE has been programmed but not disbursed), ACE and ECE machinery, 
equipment and inputs are expected to make substantial cont=ibutions in 
terms of medium-to-long term balance of payments support, indirect 
balance of payments support, agregate and sectoral adjustment, private 
sector support, economic development impact and others. These benefits 
are yet to be realized, although Chak Naurang oil field, a recipient of 
ECE funds will soon begin production worth an expected 32 million per 
year. See Chapter II and Section III-B. 

~oreover, the straight numerical value of balance of payments support 
does ~ot measure the real economic costs of redirecting a rapidly growi~g 
economy when it is thrown off course by belt tightening ~easures aimed at 
relieving a deficit foreign reserve ?ositioQ or a resulting inability to 
service debt. 

Design of ACE and ECE: With the exception of the private 
sector window (see Chapter I), the ACE and ECE programs when developed 
appear to have been very appropriate for Pakistan. These types of 
programs, including the one envisioned by ASSP ·~th its additional 
flexibility, appear to be most appropriate as a follow-on program. 

The World Bank (1987, p.13l-l33) statistics indicated that the debt 
servicing capacity was relatively strong during the period ACE and ECE 
were initiated, and while there has been a deterioration of the foreign 
reserve position, the figures compare well "with averages for low income 
areas and for all developing countries". rne statistics show tr~t "while 
Pakistan's debt service ratio will decline sharply with the end of 
service payments to the I!1F, it will remain around 17 percent up to FY 
1995. While this is not excessive by international standards, it will 
require careful debt management, and more important implementation of 
structural reforms cited to Pakistan's long-term growth". See Tables 
111-5 & 6. Because the balance of payments situation is not critical, 
CIPs ~ith emphasis on development impact and sectoral structural 
adjustment are more appropriate than a CIP that concentrates only on 
being a tool for "quick disbursment" balance of payments support. 

It appears that for Pakistan in the early 80's, when ACE and ECE were 
developed, the developmental and sectoral adjustment objectives were 
justified since there was no immediate balance of payment problems. Even 
when proble~ arose after bad wheat and cotton harvests, the ACE program 
permitted a' avenue to ':l:-:ng East disbursing ·,..,heat and cotton shipments 
into Pakistan. Despite the fact that the cotton arri'led after the 
drought was over, there appeared to be a consensus that it helped avoid 
potential hoarding of cotton by traders that could have brought about 
destabilizing price inc:-eases. 
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C. Policy Dialogue 

1. Accomplishments To Date 

USAIry is part of a team of international donors successfully encouraging 
policy reform. ACE and ECE are substantial sectoral programs that give 
AID leverage to encourage sectoral policy reforms. The evaluators found 
good communication between US AID , World Bank and other donors. Refor.ns 
to date have been accomplished without need of strong pressures from 
AID. But USAID appear9 to be stepping up its efforts to apply 
conditionality as evidenced in ASSP which will incorporate an element 
utilizing some of the CIP procedures. In light of some resistance to 
polIcy refo~s in certain areas described below, these conditions appear 
to be usefuL 

On the basis of the recent Wor.ld Bank evaluation [World Bank, 1987J, the 
progress on policy reforms for ACE and ECE outlined in Chapter II are 
part of a national trend stressing policy reform. The GOP has since 1982 
maintained a correctly valued foreign exchange rate that has hel~ed stem 
balance of payments deficits and aided in shifting internal ter~~ of 
trade towards those who produce for export (mainly rural households) and 
away from those who consume impocts (mainly urban households). 

In other areas, the GOP is now making substantial progress in structural 
adjustment needed to sustain economic growth and development. Continued 
reforms are needed to continue raising output and exports particularly in 
agriculture and agro-based industries (e.g., cotton yarn) and to help the 
poor. Progress has begun: 

• Since 1982, an overvalued currency which would have severely 
penalized agriculture, has been avoided 

• Agricultural prices have increased to encourage increased 
marketable surplus and exports and energy prices increased 
to encourage domestic production and efficiency 

• Subsidies have been r~duced 

• The private sector is being expanded to reduce the role of 
the public sector in many areas of economic activity -
includi~g energy and agriculture 

More needs to be done in overcoming longer-ter~ obstacles to development, 
including family planning, education and health, resource conservation, 
and agriculture research. 

But the government still needs Lo improve allocation of resources by 
giving a greater role to prices, markets and the private sector, 
increasing the supply of domestic savings, and running public enterprises 
more efficiently. 

~ore specifically, the Sixth Five Year Plan called for i~proved 
industrial policy involving deregulation of government controls, mainly 
over invest~ent and prices, public enterprise disinvest~ent and 
efficiency improvements, and reform of trade incentives. 
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I~ Ju~e 1984, the !n~ust=ial Policy Stateme~t, the f::st since 1959, 
reaffi~ed the government's commitme~t to a mixed eco~omy with a leadi~g 
role for the private sector, i~troduced importa~t changes i~ i~vestce~t 
sanctioni~g, a~d expressed intentio~ to create an ince~tive system ~ore 
conducive to private and public sector efficie~c1' 

The results to date have bee~ uneve~. Progress has been more rapid for 
exchange rate management, i~vestment and price co~tro1, but very slow for 
disiuvest~nt, liberalization of tariffs and import loans. 

In 1985, GOP created a Deregulation Commission to examine the usefulness 
of existing controls and recommend speed! e1i~nation of those 
unnecessary. To date, progress has been made in de'regulation of edible 
oil and fertilizer. Results are a~ticipated soon in wheat rationing and 
power generation and dist=ibution. In May 1986, the governmeut announced 
deregulation of the nitrogeneous fertilizer sector that eliminated all 
price controls and stopped subsidies to high cost producers (as well as 
surcharges paid by relatively low cost producers) so that now domestic 
and world prices are close. The subsidy has been virtually eliminated. 
In February 1987, GOP announced that importing of nitrogeneous fertilizer 
would be open to the private sector. However, non-nitrogeneous 
fertilizer prices continue to be controlled by government and substantial 
subsidies persist. 

The government has not yet disinvested its public enterprises but is 
actively pursuing various avenues. It has removed license value ceilings 
(i.e., explicit import quotas) on many non-capital goods. 

In view of the substantial progress to date, AID should continue its 
efforts to support policy reform. 

2. Policy Agenda 

Numerous policy changes are on the agenda that are being prepared by the 
World Bank and actively supported by USAlD (e.g. see ASSP). They are 
stressing the following key areas: 

• Increase invest~ent to at least the level of other countries 
at a similar stage of development, as seen in inadequate 
shortage of power 

• Increase private sector participation in key public sector 
areas (e.g., power, oil and gas, coal, irrIgation, 
transportation, education, health) 

• Increase i~plementation capacity. (i.e., the critical 
constraint is for the most part financial) 

• Developing financial ~rkets 
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• ~isi~g public savings 

3. Sectoral Policies 

Improvements in energy, agriculture and other key sectors are as 
i~portant to the structural adjust~ent progra~ as i~prove~ents in 
macroeconomic indicators. Success in these areas via increased 
efficiency and growth will reduce Pakistan's dependence of i~ports and 
increase its export co~petitiveness. 

Ouring the Sixth Plan, there has been a subst~ntial increase :0 output of 
hydrocarbons and in i~ple~enting more appropriate consu~er lnd ?roducer 
pricing for oil and natural gas, as indicated in Chapter II. In ?ower, 
there remain significant shortfalls in investment and in rationalizing 
the pricing system, resulting in failure to meet power production targets 
and with power tariffs still below long run marginal costs. 

The growth rate of ~griculture is below Sixth Plan targets, but very 
respectable by international standards. Significant yield improvements 
were achieved in wheat and cotton [World Bank (1987, p.llS)]. 
Diversification into high valued crop (i.e. fruits, vegetables, certain 
oilseeds) did not occur. But livestock, fisheries and forestry growth 
was rapid. 

D. Consistency of ACE and ECE with Sixth Five Year Plan, World Bank 
Strategy and AlD's CDSS 

The ACE & ECE programs with their stress on agriculture and energy 
support the principal objectives of Pakistan's Sixth Five Year Plan (FY 
1984-88) t~at call for: 

• A major breakthrough in agricultural production 

• Rapid development of industries in which Pakistan has a 
comparative advantage, including agroindustries such as 
textiles 

• Faster expansion of sectors, including energy and 
agriculture, which are considered critical to the long-term 
economic and social development 

• A leading role for the private sector in the development 
strategy ~ith invest~ent shifting from the public to the 
private sectors 

• Improved policy environment ~ith si8nificant changes in 
pricing the incp.nti'/e structure and government regulations. 

These objectives are supported by the ~orld Bank and USAID as reflected 
in its new CDSS. Moreov~r, ACE and ECE are ti~ely tools consistent with 
Pakistan's current macroeconomic needs ~ncluding support for its higher 
than projected balance of ?ayment deficits and a declining foreign 
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axchange position b~ought on by :acto~s not anticip~ted in the Sizth 
Plan. With the exception of the failure of the private secto~ ~indows 
ACE and ECE have contributed toward cur~ent, medium and long run ~alance 
of payment support to prevent destabilization (see Table III-l). The 
prog~ams are consistent with the ~ission's concern to keep down the 
direct-hire staff intensity. 

With the exception of wheat, cotton and fertilizer which are describ~d 
above, the ACE and ECE programs almost without exception provided 
co~odities additional to what would have been imported in the ~bsence of 
the program and thus a primary focus of the evaluation is on the 
development impact in energy and agriculture sectors presented in Chapter 
II. In the case of the large wheat and cotton shipments under ACE, the 
primary benefit was to help stabilize the economy immediately after poor 
harvests. 

Because ACE and ECE are generally providing additional commodities, 
important second, third, and subsequent year impacts are expected to have 
positive future ramifications on the balance of payments. They represent 
important medium to long run stabili7.ing benefits and can be viewed over 
and above the sectoral developmental impacts of ACE and ECE discussed in 
chapter II. They are difficult or impossible to measure quantitatively 
without a detailed microeconomic analysis for each project supported by 
the ACE and ECE programs. 

E. Alternatives to Cur~ent CIPs 

The scope of work for this evaluation requires a consideration of 
alternatives to the current CIPs, that is, cash grants, general CIP, or 
some variation of the current programs. The raJge of options available 
to the Mission is set out below, with a listing of advantages and 
disadvantages. The evaluators conclude that the current CIPs, with the 
exception of the private sector. windows, are meeting the objectives set 
oue for them and should be continued for the public sector. 

1. Cash Grants or Transfers 

.. 

Advantages 

• Immediate balance of payments impact 

• Ease of administration (a check is ·~itten at 
stated intervals, there is no concern with AID 
commodity regulations, import licensing, bank 
approvals, int~rest rates, Import Policy 
Orders, etc.) 

• Reflects faith of u.s. Government in GOP's 
fiscal management and r3tional import policies 

• Conditions ~ay be imposed as is being proposed 
in ASAP, including requirement for increasing 
proportionately imports from U.S. 

DE\'ELOP"':"T ASROCIATES. '''c, - qrol 



-62-

• Politically, puts ?akistan on 1 ~a= ·~t~ ~gy?t 
and Israel, both of whom have large cash 
transfer programs 

Disadvantages 

• Because foreign exchange is fungible, would be 
difficult to show Congress that there were 
really additional im?orts from U.S. (can :ead 
to disputes over data) 

= Because of instances of wholesale siphoning of 
AID funds in other countries, Congress is 
increaSingly wary of cash transfers (in 2gy?t, 
Congress approves the annual level of cash 
transfers) 

• There is currently no pressing case for 
Pakistan's needing a cash transfer in lieu of 
a more controlled sector CIP 

Conclusion: Despite the ease of administration, there seems to be no 
economic reason for changing the current CIPs into cash transfers. 

2. General CIP 

Advantages 

• Expansion of current sectoral CIPs by 
broadening the commodity list to include all 
eligible commodities under AID regulations 
would undoubtedly increase size of program, 
given the pent-up demand in public sector 
alone for commodities for entities as varied 
as the railroads, hospitals, airline, and 
utilities. Given the past history of the 
private sector windows, it is difficult to 
predict whether the private sector would be 
attracted by a broader commodity list 

Disadvantages 

• Often becomes a vehicle for importing 
commodities in size and scope which should 
more properly be projectized 

• So long as GOP licensing regulations in force, 
will increase administrative costs both to 
USAlD and importers 
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• Inflation is currently ~ot a probl~m :a 
Pakistan, ~or is availability of foreisn 
exchange. 

• Would be subject to Zorinski Amendment, ~hich 
now requires that the totality of AlD elP 
programs expend at least 18 percent of funds 
to import specific agricultural items from the 
U.S. (mostly specific foodstuff '~ich many 
countries do not need). This requires that 
each CIP must reserve 18 percent of its funds 
until the annual compilation is ~de on an 
agency-wide basis. 

Conclusion: There is no economic requirement for a general elP at the 
present time, particularly in view of current emphasis on agriculture and 
energy. 

3. Return to Trad1t10cal Project Financing for Commodities 

Advantages 

• Avoid effect of Zorinski Amendment 

• USAIn retains more control over commodities, 
as~uring their use in high priority 
development projects 

• . Avoid administrative problems and bottlenecks 
experienced to date in elP 

Disadvantages 

• 111ssion would lose policy dialogue impact 1 t 
now has through batching of funds in a 
multi-million dollar elP, as conditionality 
more palatable and relevant in context of elP 

• ~o structure in which Mission could react when 
need for special commodities arises, such as 
~meat or cotton for stabilization purposes 

Conclusion: The disadvantages of returning to traditional project 
commodity procurement ou~~eigh considerably the advantages of retaining a 
elF. 

4. Continue Sector CIFs 

Advantages 

• Based on its experience to date, the GOP 
agencies are learning how to live ~ith and 
adapt to current procedures 
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• 3y using ~nown and familiar fundi~g deVice, 
the financial ~rket and tha government 
develop confidence in the U.S. staying ?ower, 
which reduces speculation on '~at USAlD will 
do, if anything, ~ext year 

• Reinforcement of both governments' high 
priority consideration for agricultural and 
energy sectors 

• Present CIPs have sufficient flexibility to 
react to economic emergencies 

Disadvantage 

• Any CIP is subject to AID legislative and 
regulatory restrictions, causing 
administrative problems for USAlDs, resentment 
in the market place and unfavorable 
comparisons with World Bank untied procurement 
and suppliers' credits 

Conclusions: ACE has provided a good mix be~~een rapid disbursement 
commodities and those which are development-oriented. Its overall impact 
has been positive and significant. ECE commodities are all development 
oriented and have expected high internal rates of return and benefi-t/cost 
ratios based on engineering st'Jdies. The commodities are expected to 
provide longer range balance of payments support. Both programs provide 
a strong basis for policy dialogue in agriculture and energy in 
conjunction with the World Bank and other donors. On the basis of the . 
above, the evaluators conclude that none of the alternative uses of eIP 
funds outweigh the advantages of continuing with the current 
sector-oriented CIPs. 

Recommendations: 

• That OSAID fund a new ECE eI? for the post-19B7 era, but 'n thout 
obligating funds for the private sector until the effects of the 
most recent reforms in the interest rate have been assessed and 
until USAID reexamines the objectives of a private sector fund. 

• That OSAID fund the ACE CIP under the new Agriculture Sector 
Support Prog=am (ASS?), with the same provision as above with 
respect to the priv3te sector. 

OOC6P 
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CHAPTER IV. 

MANAGEMENT EFFECTIVENESS 

This chapter examines various aspects of the management of the two CIPs, 
beginning with de~ign responsibilities, moving then to the division of 
responsibilities tor implementation, including cooperation among aSAID 
offices and be~~een USAID and the GOP, information systems, rates of 
disbursement, timeliness of com~odity arrivals, and local currency 
generations. 

A. Design Responsiblities 

The PAADS for both programs were drafted in USAID with input from the 
Embassy. Each PAAD was drafted and designed by the technical division 
concerned with the Program Office, then reviewed and approved by AID/W. 
At the time the PAADa were drafted there was no CIP office, only a 
procurement unit under the Project Development and Monitoring Office 
(POM). Alter the ACE PAAD was approved, a CIP specialist helped USAID to 
establish a CIP system. Design deficiencies, particularly with respect 
to the private sector windows, are pointed out in Chapter I. 

The experience gained by the Commodity Management Office tCMO) over the 
past two years in implementing ACE and ECE and in working with GOP 
officials could be an asset in the designing of future PAADs. That 
office should be consult~d with respect to conditions, the scope of the 
commodity list to be utilized in terns of eligibility for eIP (used 
commodities, pesticides) anrl whether the list should be illustrative, 
specific or negative C~.e. include only itecs that may not be imported). 

Recommenda tion : 

That the Commodity Management Office be included on the design team of 
any future PAADs. 

B. Implementation Resvonsibilities 

A general ClP is usually managed by a CIP office with policy guidance 
from the Director and Program Officer. Sector CIPs in which commodities 
support USAID projects or public entities receiving other US AID 
assistance tend to be ~anaged primarily by the technical offices ·~th the 
CMO vi.ewl!d as a ser/:ce organization. That is the situation in 
Islamabad, and there is an organizational history that explains it. 

CMO has always been part of a service organization - Contracts or the 
RLA. Commodity procurecent for ClP and projects was originally under the 
Contracts Officer Cthe Contract and Commodities Unit in PDM). When the 
present Commodities ~anagement Officer (C10) began his tour, the R.egional 
Legal Advisor tOOK charge of the CCU. That situation changed June 1 when 
010 once again moved to the Contracts Office. So long as the ClP is 
sector-oriented, each technical division ~anages the activity up to the 
point the actual procurement process begins. There are indications that 
at present there is some overlapping, with outside entities asking the 
technical divisions f~r ~rocure~ent advice, and procurement matters being 
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discussea wit:!l the gover:J.ll1ent independently by :ill divisions. ~"hile t!le 
situation is not serious, t!le reorganization and t!le advent of new .~D 
and E&E division heads creates an opportunity Eor clarification of office 
reponsibilities for CIP coordination and implementation. 

Part of the problem results from the chronic understaffing in the 
Commodities Office (which handles project procurement of some $ 40 
million annually in addition to CIP). The head of the CMO is an 
experienced U.S. direct hire employee; there are no other U.S. direc: 
hires in the office except for one on detail from the Contracts Of:ice to 
handle private sector ~atters. There are at various times one or ~o U.S. 
contract e~ployees - one short-te~ PSC, a retired experieaced ~ erE 
specialist - and one long-te~ contractor with ~inor CIP experience whose 
status is in doubt. Two Pakistani professionals are on the staff, one of 
whom will be going for ~~o ~onths training this summer, and three 
clericals. Approval has been given for nlO new FSN positions, one for an 
equipment specialist and one for commodity management expert; the latter 
position is unfilled. Even within the ceiling imposed on U.S. hiring, it 
should be possible to strengthen the staff by insuring that at least one 
contract employee experienced in CIP is hired on a long-term basis. As 
noted, there is one U.S. DH on detail. He should remain on detail for an 
additional six months to concentrate on the private sector. At the end 
of that time, if a decision is made to continue the private sector 
windows, his detail could end. Recruitment efforts to fill the one new 
FSN position should be increased. These steps will not obviate the need 
for experienced TDY contractors, but will lessen dependence on such 
assistance. 

Recommendations: 

• That the Contracting Officer meet with the Program Officer, the 
Commodity Managemen t Officer, tr.e new Chief of the Agricul ture and 
Rural Development Division, the .~cting Chief of the Energy and 
Environment Division and project managers to review existing 
divisions of responsibility to dete~ine if any chenges are 
required. 

• That USAID insure than an experienced CIP person is hlrp.d on a loug 
term contract to act as deputy to the CMO. 

• Tha t USAlD increase its efforts to recrui t q'jalified persons to 
fi:! the one new ?SN position in ~O. 

• That Cont=acts continue the detail of the employee now in CXO for 
six ~ore mont!ls to ~ork on the ?rivate sector windows. 

C. Statistics and ~n=o~tion 

There is at present no single ofHce that has all the relevant 
info~ation on. t!le CIP programs - Llc openings, orders placed, 
corn:nodities shipped , received, value, overall balances and pipeline, 
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although partial information is available in several offices. :or 
e~ample, CMO has an excellent arrival accounting system ~hich shows the 
date of shipment, description and value of the commodities, "esse Is. 
dates of ar.rival in port, and consignees (including project-funded 
imports). The CMO also keeps a file on each separate transaction ~hich 
shows L/C openings, PIO/Cs, information on IFBs and bid openings, ~wards, 
order placements, bills of lading, etc. Some of this information is 
available in tabular form on the C.10 word processor and the office ~s 
developing a tracking system which takes advantage of the :~ission's 
automatic data processing system. 

Complete data on the utilization of the commodities and on disbursement 
rates and balances is available in A..~ and E&E, and the :-eports He 

reviewed quarterly by ~anagement. The Controller's Office is supposed to 
receive a Form 214 report on obligations and disbursements ~onthly from 
OFM/Washington, which is the official accounting station for ACE and ECE. 
At the time of this evaluation in June 1987, a 214 report had not been 
received from AID/W si~ce ~ovember 1986. 

It is clear th.ir \ half-billion dollar program which has as one of its 
principal aims the rapid disbursement of funds through importation of 
needed commodities demands a far more useful and sophisticated monitoring 
and information system than that in use. A proper system should be 
programmed to provide both transaction and financial information in 
sufficient detail for the concerned divisions and in broader outline for 
the Director. It should provide access by L/C number, commodity code, 
project number or other useful categories so that a user may determine on 
request the status of any given transaction or group of transactions. It 
should also provide current balances on obligations, earmarking, 
commitments and disbursements. The ClP monitoring system currently in 
use by USAlD/Cairo could serve as a model and be adapted for use in 
Pakistan. A TDY person from USAID/Cairo/ADP could be requested to help 
establish the system. 

Recommendation: 

• That the Commodity ~anagement Officer take the responsi~ility for 
designing and installing a single tracking and ~onitoring system 
for ACE :.nd ECE lies igned to provide necessary coromodi t:, and 
financial i~formation, taking into account th~ needs of the various 
users. 

D. USAID-GOP Coordination 

Because of cur-rent GOP i.:~ nt policy orders affecting the private sector 
and the hea~! involvement of the public sector in the ClP programs, there 
is an active flow of cOmr:lunications '::>et· ... een various lJSAID and GOP 
offices. In USAID not only are the technical divisions involved, but the 
Program Office is a key entity; at t~e ~inisterial level, the ~ission 
Director b~comes involved. On the GOP side there are several technical 
offices, ::1any in w.hore 2.nd ::..arachi, :ncludbg the St.-He 3clnk of Pakistan 
and public and pr~vate sectJr '::>3nks. I~ :s13~a~ad, ~SAln ieals 
extensively ~ith the ~inist=y of Finance, ?articularly the Economic 
Affairs Division, and the :~i.nistry 0f COr:ln.erce, which includes the 
irnportc.lnt office of the ::}-.~ef (:,1nt:-ol:er of Import Licensing and :::.xports. 
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Coordination of communication be~~een USAID and GOP offices is good. 
There are appropriate clearances, developing of consolidated positions 
and sharing of information. No recommendation is necessary other than 
the one above concerning clarification of lines of authority within the 
:iission. 

E. Measurlng Management Effectiveness 

There are three standards against which to measure management 
effectiveness of a ClP: the rate at which funds are disbursed, the 
timeliness of commodity arrivals according to commodity categories and 
the effectiveness of commodity utilization. The latter ?oint is ~ell 
analyzed in Chapter II, Developoment Impact, and will not be :epeated 
here. 

Rate of disbursements: According to the ACE quarterly progress report 
of ~arch 1987, 3390 million had been obligated since 1982, with some 3267 
disbursed, a rate of 68%. For ECE, the quarterly report shows that $100 
million had been obligated since 1984, with $9.7 million disbursed, a 
9.7% rate, although over $50 million is now committed to specific 
transC3.ction. A more meaningful measure is a comparis,on of planned 
against actual expP't".di tures. Relevant tables for both programs are in 
Annex E. For ACE, rapid procurement of wheat and cotton plus continuing 
imports of fertilizer bolsters the planned/actual ratio. The gap is due 
largely to the lack of private sector activity. ACE machinery and 
equipment moves faster because it has already been considered at the 
projp.ct design stage, eliminating GOP central ministry clearance, which 
is a constraining factor for ECE. But at the same time, the $80 million 
for machinery, 17% of the total planned resource allocat~.on for ACE, has 
consumed an inordinate share of management time compared to bulk 
procurement of about ~200 million. 

ZCE, not being project-oriented, must contend with the full panoply of 
GO P-i:nposed clearances and rl~gula tions. In addi tion, it is saddled wi th 
an unused $20 million eat"!llarking for the private sector. In the macro 
sense, the low rate of disbursemen.t results from built-in GOP and AID 
barriers. For example, ECE managers feel that much used drilling 
equipment is available in the United States that could be financed under 
CIP for the private sector in Pakistan. AID regulations discourage such 
transactions, requiring independent appraisals of equipment condition and 
es tablishing of fair :narke t values (and U. S. source /o't'igin) . 
Additionally, ClP funds ~re available only for commodity-related 
se~/ices, not for feasibility or engineering studies, although other 
funds may be made av~ilable for such purposes. U.S. source and origin 
re'iuirements, particularly in this era of considerable work being done by 
ovel.'seas branches of IJ. S. fir:ns I can be an obstacle. The same is true 
for U.S. shipping requirements. These problems are endemic to ClPs 
world-wide and are not unique to Pakistan. AID has long been aware of 
their existence and their effect on disbursements. These are matters for 
AID to discuss with Cong=-ess, although waivers are available · .. hen 
justification exists. The problems of the private sector have been 
thoroughly considered in C11apter I, but despite the ?roblems noted ,lbove 
and considered below, the public sector demand for CIP-rinanced 
cOCllIlo(iities is large and tmfilled. How effeciently has that part of the 
program been ~anaged? 
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Compared to other public sector CIPs administered by AID of which some 
team ~embers are aware, the P~kistan progr3ms are ·~thin no~al li~its. 
The financial ?aperwork moves well and shipping and clearance do not 
present serious problems. But there are ~o ~jor bottlenecks whic~ 
seriously slow down the procurement process by up to six months ~n 90me 
cases - specification writing and bid evaluations, particularly in the 
energy sector. The h"t'tlenecks occur when machinery and equipment He 
imported which involv'e complex specifications. (Bulk cotIIOodi ty 
shipments, such as wheat and fertilizer move expeditiously through an 
efficient system devised by both governments. A recent fertilizer 
procurement was requested in early May by the GOP and shipments ~il~ 
begin in June.) 

When faced with developbg technic3l spr!cifications for inclusion in 
Invitations for Bids, up to two months or longer may be consumed as 
specifications are drafted, reviewed, and revised by the GOP agencies 3nd 
then reviewed and often revised by USAID or AID/~olashington. 
Understandably, the specifications must be written as cle~=ly as possible 
for the benefit of potential suppliers and not for the benefit of a 
single supplier to the exclusion of others. 

Additional months may be spent evaluating bids received In response to 
the IFBs and awarding contracts. One obvious reason is the inherent 
desire of a bureaucracy to spread decision-making risks; the other is 
that, contrary to the private sector, time is not viewed as money for a 
government. The Table below illustrates the problem: 

Figure 1 

Commodity Procurement Case History 

GOP Equipment Selection Committee screens requests 
for procurement of commodities by various GOP agencies 

and allocates funds to the agencies. 

\olAPDA PCSIR 

First draft of tech specs 4-4-85 5-2-85 

IFS documents to ...... .::J !~~. 10-2-85 9-15-85 

Final evaluation ~y ~OP 4-6-86 2-16-86 

Signed contract 11-13-86 )"12-86 

Commodities ETA ~r~chi 8-10-87 8-7-86 

Total elapsed ti~e 28 months 15 months 
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Other reasons for delays are: 

• Agencies do not have adeq~ate staff 
• WAPDA and KESC do ~ot use standa=dized specifications 
• There is no centralized system in ~APDA or KESC for tendering 

and bid evaluation 
• Lack of understanding of the USAID procurement process 
• Incomplete suppliers' data 
• Lack of U.S. suppliers' understanding of Pakistan's varied and 

harsh climatic conditions 
• Lack of communications in general on the part of suppliers 

The GOP and the ~ission ~ave been concentrating on shortening t~e 

process. Some GOP agencies have used NESPAK, a large government-owned 
consulting firm to help draft technical speCifications, but with mi~ed 
results. (Some U.S. suppliers complained that ~SPAK-drafted 
specifications were based on European standards; when the evaluation team 
interviewed NESPAK's manager, he denied the charge and said the firm has 
access to and uses current U.S. standards.) AID/w uses lQC firms 
specializing in specification drafting to assist governments in this 
often onerous task. 

The preferable solution would be to develop skills in those agencies 
responsible for importing large amounts ot technical machinery such as 
WAPDA and KESC. This could be aecomplished by U.S. axperts training 
specification writers on the job in their agencies (the same trainers 
could also help streamline the contract award process) and by sending GOP 
specification writers and bid evaluators to the United States for 
short-term participant training. But in the short run, USAlD could avail 
itself of fi~s in the United States that specialize in energy commodity 
data bases. 

The USAlD at one time contracted with procurement service agents (PSAs) , 
private U.S. firms which handled the entire procurement process for 
several agencies. They were paid on a percentage basls. Their success 
was mixed - one firm was judged by USAID to have been very successful; 
the other firm, after completing most of its work, faced financial 
problems and simply quit. In a 1982 memorandum to the AID Administrator, 
the AID Inspector General criticizeJ, the use of PSAs as an unnecessary 
expenditure of taxpayers' money, characterizing the fees as 
"exorbitant." PSAs were used before the Mission had an experienced 
commodities management officer on board and filled a serious gap in 
Mission capabilities. It is no longer necessary to use PSAs for that 
purpose, althnugh the CMO perceives a role for them in the event there is 
a series of small transactions involving multiple suppliers. But neither 
ACE nor ECE is presently generating that type of transaction. 

Recommendation: 

• That USAID provide the GOP with the consulting and training 
services of a U.S. firm which maintains energy equipment 
specification data bases to provide on-the-job training in Pakistan 
and the United States while expediting the current ECE procurement 
process for the GOP. 
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If the administrative bottlenecks are not reduced for machinery imports, 
the rapid disbursement effect of the bulk commodity imports '~11 ~apid1y 
dissipate. The fault does not lie entir1y with the GOP. In a recent 
case examined in the course of the evaluation, the team found that the 
Mission requested AID/W approval of IFB te~s in February and ~as told 
that AlD's Office of Procurement was "too busy," and only after repeated 
cables did AIDA. begin to discuss the problem -- three months later. If 
AID/OPS is shorthanded, AIDr; should augment the staff either by 
direct-hire or contract employees. 

On the GOP side, there is room for streamlining the process at the 
Federal level, where inter~inisteria1 clearances and appt.~vals also slow 
the procurement process. This is a public administration problem which 
could be attacked by a small group of public administration experts with 
procurement baCkgrounds. 

Recommendation: 

• That USAID provide the services of public administration and 
procurement experts to help the GOP streamline the procurement 
approval process at the Federal level. 

USAlD as Agent for the GOP: The 1982 ACE evaluation criticized a 
unique provision in the ACE obligating documents, later repeated in ECE, 
whereby USAID assumed the role of agent for the GOP in the importing of 
equipment, including clearance through the Karachi port. According to the 
Regional Legal Advisor, the rationale for this principal-agent 
relationship was required for dealing ·~th the PSAs ~en USAlD renewed 
its program in 1981-82 and put considerable emphasis on rapid infusion of 
commodities into the country, but that phase is over. U5AID, however, 
still acts as GOP agent for clearance of ClP commodities through the port 
and arranging onward transportation. Under such an arrangem~nt; title 
passes to USAlD at shipside and remains until the commodities are 
transfered to the GOP agency involved. (OGDC, KESC and IvAPDA have their 
own clearing agents.) This means that the risk of loss is on US AID , ,lith 
~ttendant problems of insurable interest and possible litigation. AID's 
Handbook 15, Chapter la, Commodity Arrivals and Disposition, requires 
that the importe~ be responsible for prompt processing of commodity 
imports through customs and removal from customs and bonded warehouses 
within 90 calendar days (Sec.10B.1c(1)). 

The USAlD/Karachi Liaison Office is staffed by experienced and efficient 
personnel who pride the~selves on clearing commodities with a minimum of 
cost and time. There are valid arguments to be made for continuing the 
practice: the Karachi office clears elP shipments along with project, 
administrative and HHE shipments; ClP shipments are cleared under the 
same diplomatic cachet as USC-owned cor.modities; pressure for illegal 
payments, duties and surcharges is avoided. There is one basic issue: 
how will the GOP agencies learn how to contract for such services or 
handle clearance on their own? USALD has been doing the job for GOP for 
more than five years. The team commends the expeditious way in which ClP 
public sector commodities are cleared, but feels the time has arrived for 
a phased turnover of those responsibilities to the recipient agencies. 
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RecolllDlendation: 

• That aSAlD devise ·~th ~elevant GOP agencies a plan for the 3~~dua1 
phasing over to them the responsibility for clearing elP 
commodities within three years and to eliminate aSAlD as the 
consignee of ClP commodities. 

F. Local Currency Generations and Uses 

Both the ACE and ECE loan-grant agreements require that the GOP deposit 
into a special account the rupee proceeds from the sale by the GOP of any 
grant-funded imported commodities. Those proceeds in tu~~ are to be 
jointly programmed by GOP and OSAlD for agreed-upon development 
activities. Similar provisions are in the P.L. 480 Agreement. In 
practice this means that the PL-480 sales proceeds are additive to the 
GOP budget and their use for development purposes is on an attributed 
basis. However, aSAlD policy calls for meetings with GOP budget 
officials, if possible prior to the finalizing of the GOP budget, to 
programm proceeds against development budget line items or sector to 
assure adequate initial funding for these items. 

The agreements further require the GOP to report semi-annually to USAlD 
on the deposits and withdrawls. According to the Program Operations 
office, the reports are not submitted regularly and the Mission has only 
one or ~o. The Controller's Office plays no part in the process and 
does not audit the local currency accounts. 

The ~ission's FY 1989 annual budget submission CABS) contains two tables 
with local currency generation information. They are found in Anne~ I 
along ·~th a table of estimated proceeds prepared in 1985 by the Program 
Office. The tables reveal that 367.92 million in rupees were generated in 
1986 by the ClP programs and 356 million in rupees by the PL-480 program 
for the same year. The allocation of those amounts among development 
sectors is also shown. A real advantage of the exercise is the 
opportunity it affords aSAlD to review the entire budget annually with 
key GOP officials. 

Recommendation: 

• That USAID require the GOP to comply with the reporting 
requirements for deposit and allocation of eIP rupee proceeds set 
out in the obligating documents. 

0007!' 
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CHAPTER. 7. 

LES SONS LEAlL'lED 

Based on the findings and conclusions in the preceding four chapters, the 
team presents the following lessons for the planners and imple~enters of 
future commodity import programs, whether sector oriented or ge~e:~l: 

1. Planning a private sector elP should take into 
consideration an analysis of the market with realistic projections of 
iemand over time. Appropriate account should be taken of competitive 
foreign exchange sources, such as suppliers' credits, remittances, and 
the informal exchange ~arket. In a country such as Pakistan where the 
government is bar,ically hostile to the full development of the private 
sector, planners should know that government regulations and red tape may 
be more costly to importe~s than product costs and interest rates. 

2. Neither U.S. 'products nor dollars enjoy the favored 
position of the past. Other countries' products are highly competitive 
and the dollar is subject to the vagaries of international politics and 
the arbitrage market. Japanese firms in particular outsell and 
outservice U.S. suppliers, weakening the demand for U.S. products. 
Attention must be paid to the yen-dollar-local currency relationships in 
various countries. 

3. The rubric "rapid rate of disbursement for balance of 
pa)'!llents support" is ove:::-worked and used in PAADs without a complete 
analysis of options. The maximum rate of disbursement effect is by a 
cash grant, secondly by the import of bulk commodities through P.L. 480 
program or under elP (fertilizer, seeds, etc.). Using elP for importing 
machinery and equipment ',.,ill not contribute to rapid disburseme'nt and 
balance of payments support any more than procurement through projects, 
although it may well have important development effects. 

4. Similarly, balance of payments support as a goal of a elP 
must be subject to close analysis in the local context. Aside from the 
rapid disbursement of funds, balance of payments support depends on 
whether the imported goods replace planned imports. If elP imports are 
additional, there is not a true BOP effect. On the other hand, 
consideration should be given to the secondary BOP effects such as those 
gained through import substitution and avoidance of POL imports. But 
planners should not overlook the important stabilizing effect resulting 
from the continued availability of ClP funds which creates a market 
confidence and has valuable political impact as well. 

5. There is a tendency among planners to load ClPs with 
different goals and diffuse objectives, both economic and political. A 
Mission should carefully consider its priority goals and tailor the ClP 
accordingly. In Pakistan, the programs had a host of objectives: rapid 
disbursements, project support, flexibility, policy dialogue, private 
sector development, energy and agricultural sector su?port, c=eating 
markets for U.S. products and even the unspoken goal of supporting AID's 
other "pillars of developme~t." It requires careful management to 
achieve the apparently conflicti~g goals. 
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6. On t~e positive side, ACE did ?rovide flexibility ror the 
unexpected demand for wheat and cotton. !he existence of the ?rogram 
made response time far faster than if a program had to be developed ~rom 
the beginning. ACE also provided commodities for projects on a more 
efficient basis than if procurement was instituted for each separate 
project, thro~gh contractors and Mission procurement processes. 

7. ECE provided a convenient method by which to import 
commodities for Pakistan's energy sector ·~thout having to develop more 
individual projects. It also provided USAID with an opportunity it would 
not have had through individual projects to influence to a degree the 
direction the huge ?ublic sector energy ?rogram would take. 3100 mil:ion 
in a single program car~ies more impact than $200 million spread ove~ 
four or five projects. 

8. A CIP activity involves develo~ment concepts plus aspects 
of international banking, foreign exchange, relationships between private 
and public sectors, and AlD's CIP regulations. Because of these unique 
aspects, a mission should insure that it has technically competent 
personnel on its CIP design team, including at least one CIP officer who 
would then be available to set up and carry out an implementation plan. 

9. Regardless of where a CIP office is located on the Mission 
organization chart, it should be assured of a significant voice in policy 
decisions concerning CIP implementation. 

10. In a country like Pakistall in Hhich the government agencies 
import millions of dollars worth in comnodities on their own account, 
there is no reason why USAlD should continue to clear public sector 
imports through Karachi port and to final destinations solely in the name 
of expediency. 

11. Until GOP import rules and policies and the bureaucratic 
mechanism set up to spread the decision-making risks are modified, the 
efficiency and direction of the CIP program will be largely in the 
government's hand. 

12. While AlD's legislative and regulatory restrictions on the 
use of CIP funds are onerous, they mirror Congressional concerns. liai ver 
provisions are available for exceptional cases where justification can be 
shown. 

0008P 
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SC()!'I~ or WO(tK 

JOINT I::Vi\Lll,\TTON OF T IE AC~:/EC1': !'/{OI,:K/d'1S 

1. ACTIVITY TO BE EVALlJAT~:/): TI c m1.IJ8ion reqlloHts Itn 
evalu4cton of the Agricultural C,.mrooctleLe" and Equipmt!lIt (1\<:1':) 
and Energy Commodities and E'1uipnlcnt (ECF.) CIl' Programs frnrn 
project authorization to the preeent clay. Authot"izeo LOP 
Eunciing 1.'1 $475 million for ACE E,nd $100 million for ECE. 

II. PURPOSE OF EVALUATION: The purpose of this evaluation t~ 
to t"eview and assess the effecti\'eness of the mission's t .... o 
Commorllty Import Program. (CIPA), aimed at the two core 
economic sectors of USAID's greatest activity. The evaluAtlon 
shou td cover four ma 1n areas 0 f ('Ach elP program _ .. mRnagement 
imolications; econo~ic anrl rleve~~p~~ntal i~Fact; ~ffec~tvcn~33 
in' advancing major AID policy concerns (policy dialogue, 
pt"ivat~ sector mobilization, institution building, and 
technology transfet"); and "lessons learned" that CEln he applied 
to ClP-like activities under the post 1987 AID program to 
PakistAn. The status and effecti.venesa of the private sector 
window included under hath progrlm shall also be reviewed. 

The evaluation is primarily desi!ned to guide misRion 
management in the implementation of its CIP program during the 
poat 1987 period and, e.s such, should emphasize lesRons learnerl 
and recommendations. As a measute of the eVAluation's 8ucceRH, 
these lessons and recommendationl should be keyed to the 
following kinds of queationA! Whllt has the pt"oJect lI.chleveci to 
date? How rloea this achievement cornpot"c wlth previous plana? 
What unplanned changeR hnve occ\lt,t"od Rnd whl.\t I1re t"~1 r 
IlffectR7 'While alternatlvC!H to the pt'ogt"I\mH merlt t!oI1Hldut'lItton 
and wha t chllnp,ea wau 1 rl imp t'ove the operu t ion 0 f the r.T P -11k{~ 
llctivitles under the poet 1987 AID rrogrlim to Pllkistlln? 

IIr. BACKGROUND: The ACE and ECr: progt"amR were developed 
under the FY 1982-FY 1987 U.S. afslRtancc package to PaklHtlin 
llR the primary vehicles for flexible and faRt-disbursing 
hll)IIIH'P of pl1ymentB 8upp0rt tn tt-e.~neq~y ~n(1 a~!""icultur/lt 
~ectors. The progrRms hllVI.! a Iso been used to address 11 r/lnKI! 
of pottey cii.Blogue concerllS. Fir-ally, a pr.ivnte Rectot" window 
.'" Il S l nco t" p 0 rat e din t 0 (! R C h pro g ['C mas p 11 r t () E a n E.! f Eo r t t () In 0 r (! 
fully involve commercial firms ir, the import ()f eR8ential 
energy and agriculture comrnoditiER and e~uirment. 

Under the ACE Program, funding h£s gone mainly for fertilizer 
and emergency shipments of cottar and .... heat. Substantial 
quantities 6£ agricultural equipn,ent has also be~n imported 
undet" the progrllm, primat"ily in connection with AID-financed 
irrigAtion and agriculture reneorch proJectR in PaklRtan. 

I ~ ~ I 
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Slmultaneously, the ACE Program ia used U~ A key tool in 
acivancing policy dialogue conCt~rr.s relttted to fertilizer tind 
other issues. Beneficiaries under the program incluoe 
provincial irrigation departments, provinci.al agricultural 
research institutions, and publLc and private sector 
distributors of fertili;er. 

Under the ECE Program, energy-related equipment is being 
provided for public sector institutions Ruch as the Water and 
Power Oevelopment Authority (' . ./APr:'A), Karllchi r:lectri.c Supply 
CorporAtion (KESC), Geological S~rvey of PAKiatan (GSP), Oil 
and Gas Oev,llopment CorporRtion (OGUC), 11I1d the PukiRttifl C~nl:er 
for Scientific And Industri.al ReReArch (I'CSIR). Pollcy 
initiatives attached co the progrum oro uHed f,rimnrtly to 
support energy-related pricing reform and privat~ sector 
initiatives. 

Private sp.ctor windows were developed under both programs And 
are administered by three local und two American banks. 
Mission and other outside asseSSrT.ents of the privste sector 
~indows have taken place at varicus times and will be available 
for the evaluation team to revie~ before making their own 
conclusions. (Other documents a~ailable Ear review include an 
initial ACE Program evaluation ccnducted in December, 1982.) 

IV. STATEMENT OF WORK: The evaluators shall review the 
performance of the EeE and ACE Programs under the FY 1982-1987 
program with a view toward: 

A. Assessing the effectiveness cf program management and 
implp.mentation, as well aa tre overall flexihility of tht! 
program in responrling effectively to chnnRinR economic 
circumfi!:ancea; 

A. Analyzin~ the economic and developmental impllct of tlle 
program on Pakistan; 

C. Reviewi ng the e ffec t i veneEl s c f the p rog rllms L n promo t Lng 
agency concerns related to polrcy dlnlogue, private sector 
mobilization, institution building, Hnd technology 
tranRfer; and 

D. Discuss ing If lessons learned" through operat ion of the 
CIP-like activities under the FY 1982-FY 1987 Program. 
Both the public and private sector winnows of the two erp 
programs ahAll be covered tn the evaluation . 

, 
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The evaluation shall include but not be limited to the 
Eo llowing areas: 

A. Management Assessment: 

effectiveness of the interaction nmong main entities 
involved USAID, GOP, etc. in managing the procurement 
process. 

coordination in termR of providing commodltieR and 
equipment for other proJects in II ti.mely fnBhion, 
supporting other proy,rllm goatH, ute. 

design and structure of tre privltt(! s(>l.!tor willc!ow/j ill 
each program and effectiveness of their i~Fl~ment~ticn. 

B. Economic and Developmental Impact: 

Impact on Pakistan's Dvet"811 balnnc(! of pnym(!l\tli 
position. (i.e., how affpctive have ACf: and I-:CE been in 
their role 8R balance of f.ayments mechllniRmR7) Wher(~ 
appropriate and feasible, referenceH to other pro~rnmR 
(PL-~80, projects with large local caRt support 
componentR, etc.) shall b~ built into this anAtyst~ of 
the impact of the AID pro~ram on Pakistan's overall 
balance of payments positlon. 

Impact on selected develo~lment proJects/sub-~ectors fiR a 
result of ACE/ECE commodity inputs. 

Impact on targeted secton, in terms of polic ies, stated 
GOP and USAID sector obJe(:tiveR, growth rates, etc. 

C. Policy Concerns: 

Impac t 0 f the C IP p rog rnml! on annotlnc eo po 1 ic y d illl oguc 
goals, especially relatinp' to I'rtcinr" t.leLE~p,ulation, 
etc. AB appropriate, inclu,le 'CHII(! hiHtorl'!H" 
higi:1lighting level of efff!ctivene~B of individual poLicy 
dilllop,ue initiative~ I:3I1PP(lrtCri under the eIr progrlllnll 
(fertilizer riereglJllltlon, en(!rgy pricing, privllte sectur 
mob tl i Z A t ion, etc.). Th e k l' Y i R Rue her e i R toe v n 1 u 1\ t e 
the efEectiveneRR of i\r.r: lind t-:CE in 118 policy rlilll(l~:\II! 
tools aimed at I'lchi(lvillg f,ulLcy reform. 

Impact of the elP program on remainLng Agency "polLc:y 
pillars": privllte qp.ctor mobilizlltion, inHtltutinn 
building, technology trlln:;Eer. 

! I. :'\'I'! .. " '. 
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n. "Lessons Learned": 

Drawing on the above annlysiR. th .. t~nm HllId 1 romp lll' II, 

list of "lessons learned ll uncier the FY 19HI.-l c.lH7 (H'OI.;;t'Hm 

that are relevant to proJectR now under de~I~11 ur 
conslderstion (such AS the Ar,rtcultllrlll ~il'l'tllr SI1l'pnrt 
project and the Private Sector Pnwet" prnJlJl·t), 
Specifically, the team ~hall a1flkt~ t"!1commt'n<ll..ltl"\l.Y on 
which llspects of ACE Rnd ECl!: should be n·til lll.·'( til tlw 
post 87 progt"am. which should be morliEied (Mild how) I Hn'd 
which should be eliminated. 

E. Team Composition: 

The p.valuation team shllil include fout" memherH Clilci hllve 
the mix of skills described below. One evoluation team 
member shall be designated as team leader, with full 
responsibillty for coorcitnating the evallllttion IIlld 

drafting and presenting the final evnluntinn report. 
Strong writing RkillR and evaluation experience are 
e~Bential for all four mcmberfl of the t!valulltion team. 

Economist: Macroeconomics background, experience in 
evaluating both public and private sector impClct of eIP 
programs; primary responsibility Eor analyzing economic 
and developmental impact of the program, ARHeRRing . 
effectiveness and impact of policy dialogue inltintlveR, 
and examinir;lg impact of CIP progcama on other AID policy 
concerns. 

Procurement Specialist: Procurement experience in 
managing CIP procurements similar to ACE and ECE in 
developing countries; primary responsibility for 
aRsessing management issues related to the 
implementation of the ACE and ECE pt"ograms in Pakistan. 

Enet"~Y Specialist: Famili!tt"ity with en~rgy-r(!l11tec\ 
deve opment pt"ogramming os well (IR goalR and purpoReR of 
sector-specific CIP progra':na Aimiln[' to Eel-:; primllry 
t" e s po n sib II i t y for sec tot" - S pee i fie a R 8 (! B ~ men t () F 
management and pt"ogram effectiveness in meetln~ 
sector-Rpecific lmplementation and polley dlnlogue goatR. 

Agricultural Snecialist: Famillilrity with 
agt"lcultut"e-relaceri development progrnmmlnR RN well AS 

goals and purposes of sect:::>r-speciElc ell' pt"o~t"amR 
simllllt" to ACF:; prlmory t"espol1sihlllty for 
sector-specific assessment of mAnngement and program 
effectiveness in meeting 8~ctot"-specific implementation 
and po ~bSY goa 1 R. I ., •. , II" ,. ,.,. 
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vt. REPORTING REQUIREH~NTS: 

A. Format 0 f the Report: T~~ ftna 1 report s ha 11 con t a in a c a 
minimum the followIng sections: 

Basic Project/Program Identificntton Sheets 

Executive Summary of not more thlll'l three H lng If! spac€'c1 
pages reviewing major findings. conclusinu.'i. Ilnd 
recommendations. 

Haln Report, which reviewE: Ann analyzes the Cllll!8tlon!-l 
raised in the Statement of Work and concluop.R with n 
list of conclusions anc1 t"€'colnmcnc1ntinnR for uRtng nnd 
Aciministering CLP program~ duri.ng the POl':lt 87 period. 

B. Annexee: Which include at a minimum: 

The evaluation scope of work 

A bibliography of individuals And sources consulted 

A summary of procurements (value, ~uantitieR, itcmA, 
entity/area benefiting, etc.) made under the ACE and ~C~ 
programs 

A completed evaluation summary in the format provided by 
AID/W 

C. Final Report: Ten coples of the final report shall he 
submltterl to USArO/Islamabad for distribution in PakiBtan. The 
final report Bhall be well-writt~n and reflect the URe of 
professionAL editing services. 

n. Other Requirements: U.S. members of the evaluation team 
shall meet in WashIngton prior to leaving for PakiRtan. The 
evaluation shall be conducted in-country and shoulci take 
approximately four to six weeks, iQ.cluding a F.inlll two wcekl:l 
in-country completing the final re.port. Six dAY work weeka are 
Authorized if necessary. Inciiviclual membors of tlte teAm shall 
make every effort to coordinate EimultaneouB arrivals anci 
departure timeR, to ensure that ~ll members are involved in 
conducting the evaluation, prepnf'ing the final report, Ilnd 
presenting evaluation findings t(· the misRion and the COP. 

. . 
I 
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E. Final Evaluation Document: The final l'vIlIII/1C!'''\ dnl:umf'llt 
shall constst of the final repot't, tnclucllllr, 11/1 ",<e\'lle lv~! 
summa ry and the comp leted eva 1 uu t i..Jn aurumH r:y fo r:/nU t ll\ 

Ilccordance with inBtructlons pt'ovicied hy 1\10/WllslI f 11)',1 (Ill 111\<1 

AID/!alamabsrL A draft report Aha11 be liuhmf.ttl.'" til 
USAIO/lalamAban no later than four w~ekH Ilftc[" IJrrlvlIt 1.1\ 
Islamahaci for: prellmlnttr:y mlsAlon revlew. I\. tll!ll[" fil'lll dl'lIrc 
r:eport shall be submitted to the ruis~lon before the ~vHllJlltLon 
team leaves Islamabad. The complete and edlted eVl1tlll1t1.oll 
rlocument shall he Eot"olar:ded to the ruiSR lon no mn['e than e lp,hr: 
weeks after the evaluation team leaves Pakistan . 

... t ...... _-'t • 
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CUU",CA VlOM. UHC.:LASSU' 11::0 
ACE 

"'0 " .... 't. a •• .... 
391-K-187 , ..... D.,Au ..... n 0' tT.l T' 

AOIHeT 'a. I •• ..,.,." 

IHTUN,ulOHAl. Oh.1.6~".NT Pakiltan ..... , ..... " 
".AO 'tt01Il.lit10ffi1 . . <:OIIIOC\lty rlnan~+n~ .. Standard Prcx:edu 

• ". M T 

1 .. .... ,. 
March 1, 1982 

.. , .. ••• 'fe e ............ 
The Adm!ni'~rator, A9.n~y lqr inttr- HI" 
national Develo~nt, .,4.hin4ton, D.c. •• e"e , ......... 

P. "._ 
H/A 

The Director, united State' Agency for , ... , ...... " .. -
IAtArnationa 1 Deve loplMnt, 1.1!-bM, HIA --
t ....... 0 ... " ... OU •• ,.O 1'0" c_., ..... " ''', ... no .......... , ........ "' ... "' •• "0 ••• ''"0' ..... ' 

• 60,000, 000 ESr 
to. , ..... "u",o''':J ". ~QC." cu ........ , ...... "' ..... H .... ' II .... , .... , ....... " ........ ' •• 1 .. · , ......... c"o ... ~I""~'" 
rm ...... I%J ...... a ........... " 1:1'1'._." 0....... July 1982 - Cec .1983 .,.,. March l~ ~ .1982 -The major items to be tinanced under thi. proqra. are aq~lcultural inputs such 
as tertilirers and improved I.~., equipment for farm u~e, and commodity support 
tor public .ector aqenci •• which provide aqr!cultural lervices. 

' •. ".-""0 'OUIIIC' It. '1"". , ••• eu .. c. 
U.S .... 1,. $60,000,000 (S ••• lock 18) U .••• "0,000,000 (See Block 18) 
LJ-..... , •••• "'., ..... 11 • .4 C __ fr'", 
" •• ., .. 111. \. ... h 
C .. h. 0."." 
Paki'-.-t-a-n--~~--~--------------------- fail.tan 

TITLE I AGRICULTURAL COMMODITIES AND EQUIPMENT, 391-0468 

This PAAQ authorizes $60 million, con.i.t!n~ of $34 million in loan funds and 
$26 million in qrant lunds, .ubj.ct to the availability of funds in accordance 
with the A.I.D. OYO/allotment proce •• , to linance the foreiqn exchanqe and 
local costs for the importation of. oommodity support for pubiic sector agen­
cies which provide aaricultural lervice.; agricultural inputs such .s fertili­
zers and improved seeds; and equipment and machinery for farm use. This document 
describes the first tranche ot a propo.ed $300 million proqram over the period 
1992-97, which i. de.i~ned to inc rea •• the productivity ot the aqricultural 
lector and provide balance of payment. ,upport. Subject to subsequent A.I.O. 
p~ogram approval, availability of fundi and the mutual agreement of the Govern­
ments of the United Statel and Vakiltan to proceed, amendments to thi. PAAD may 
provide additional fund. over the p.rlOH 1982-87 • . 
All rupees accrulnq to the Cooperatin9 country trom the sale or transfer of 
imported commodltiel ahall be d.po.lted in a Ipeclal account and shall be 

(Continued on next paqe) 
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Block 18 Continued 

mutually programed by A.. I. D. rlOO the Cooperating Country Cor use in 
development activities in such rlreas as rlgriculture, rur~l develop­
ment, water resources, energy, population, education, herllth or any 
oeher area which both p;.I.rtias may mutually olgroe to in ·..,jriting; .lnd, 
where appropriolte, ~y be u~~d to reduce opium poppy production, or, 
if the parties agree, to pay U.:j" •• luministr:'ILivu co~ts in IJo:d~tun. 

The Cooperating country sholll repay t.he 100ln to A.IoU. in U.S. 
dollars within forty (40) years from the d.J.te of the first disbur~e­
ment of the lo~, including rl grace period of not to exceed ten (10) 
years. The Cooperating Country shall pay to A.I.D. in u.s. dollars 
interest from the date of the first disbursemont ot tho loan at the 
rata ot two percent (2\) per annum during the grace period and three 
percent (3\) per unnum thcrallftor, on the outstilndin9 disQurscd 
balance of the loan and on uny due and unpaid interest rlccrued thereon. 

Except as A.I.D. may othel~i~e rlgr~c in writing. goods and scrvic~s 
financed· by A. I.D. under this progrnm, except Cor oCt!an shipping of 
fertilizer financed under the program, shall have their source and 
origin in the United States or in the Cooperating Country .. Occan 
shipping for all commodities except fertilizer shall be on flag 
vessels of the United States or the Cooperating Country only. Foc' 
fertilizer only. shipping shall also be authorized on flag vessels 
from A.I.O. Geographic ~ode 935 countries, and shall be eligible for 
financing by A.I.D.under this program. 
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I. ,. 110 .... 
OI'A~T"'IHT 0' STATI Grant No. 391-IC-603 

AGENCY FOIt .. ceu .... ., 
INTERNATIONAL O!ViLO'~'HT 'ak1 ac aD 

ACE Amend. IJ 1 
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'-~~~ J Z/-/t: .11 7). 

I' • I It c", •••• ,. '\ -; . 
: PAAD PROGRAM ASSiST ANC! Co .. ~1t' rinanciD, - Standard Pro:edun 
! APPROVAL DOCUMENT , .. " .. ,. 
I . Kay 3, 1983 

~'o. The Ad.!ni.tr~cor, Alency for It 0.,. CH .......... 

IDtamacion.l Develop.ent, 1/1. 

VnM,D1CCHl, D.C. ... ., .......... ~ 

7, '''OUt The Director, United St.t •• AI.ncy H/! 
for Int.rnation.! Dev.lopa.nt, '0 .e , .......... ow. 

bl ... b~d 'aki.UQ IIA. 
t ..... "o" .. ~ Aeou.".o i'll .. COWW.T .... N' 0'" It. " ......... "'.0 ..... L.L.O., .... N' 

• 60',000,000 - - 18' 
'. II. ,., •• "U .. OIN:J II. \"oc"\,, CU"".NC." .. 111 ............ N' III, •• TI .... , •• oc"',,, •• ,, "."100 J14. '''.N'.CTlO ... "10'011..1'" 
~"o"" ClI .... M oIN.,O-.. ... 001'0" ...... t:JN ... ·• 

O"TIE 
MD.. 1911 - Sept. 198' AulNlt 1 1983 

II. Ca-OCMT ••• ", .. ANceD 

=1 The .. jor it ... to be fin.nc.d under thi. prolr .. are acr1cultural inputa lucb •• 
~i f.rcili&.ra and i.proy.d I.ed., .qu1p~at for fara uae, and ca..oditJ lupport for 
'! public .ector aseneie. which provide a.r~cultural •• r.1ce •• 

;~II~.~~~.~~~~~'T~T~.~O~'~O~V="=CC=-------------·-----------------~I'~.~.~'T~'~"~"~'=C=D~M=U~.~C~.~------------------------------
" ~. _IYI $60,000,029 (S.e Block 18) U.S., 160,000,000 (See Block 18) 
:' J.:L:.:"-;.:.:.:.'f::;.":...:.,F:.,;. w;;,;.::,.' ________________ --:-_____ 1" .. u •• 'I.II .... C •• frl... ------------

F,,, w., • .,. L.e.1t 
O.h.,. 

Paldll taa (Hinam.) 'ald..taa (Kin1I1U11) 
t' ,t. tv .... ,," DC.C,,,.,ION . . 
i ..:.,T;:;;ITL!::.=.;..: ~A;.;;;.GIt;:;;I;;.;;CUL~TUUL~=....;;COHKO~ ____ D_l,;;.Tl;;;;;!;.;;;S~AND;;;....;;.IQ .. U1;;.;;.;;.PK!;.;;;;;.;NT;.;;.,I.., ...;3;.;:9_1_-0.;;..4;.;:6~8 : 

Tbi. PAA» authorize. $60 .tllion, coa.i.tiac of $40 .tllioa 1n loan fund. lad 
$20 -tllion 1n grant fund~, lubject to the avatiability at fund. in accordance 
with the A.I.D. OYB/.llotmant proc •••• to ~1Dance the loaelln .zchan.e .nd local 
CO.tl for the import.cion ofl .Iricultura! input. luch •• lertili,er. and 
improved ,eed.; equipment and machinery tor tara u.e; commodity lupport for 
alencie. wbich provide .lriauttur~1 ler.ic •• J and commoditi •• in .upport of • 
propo •• d FY 1983 development proj.ct iD poppy-,roviaa .re •• ot the North We.t 
frontier Province. This document de.cribe. the lecoad tranche ot • propoled 
$300 .tIlion prograa ov~r the period 1982-87, which 1. de.igned to incr •••• the 
productivity of the agricultural lector and provide balance of p.ymentl lupport. 
Sub~ec~ to subsequent A.I.D. prolr .. approval •• va1l.bility ot lund. and the 
mutu.l "agreement of the Gov.rnmentl of the.United State. and Pakilt.n to proceed. 
amendmentl to this PAAD may provide addition.l fund. ov.r the period 1984-87. 

All rup~e. accruing to the Cooper.tin. Country fro. the •• le or tr.nafer of 
i_ported commoditie •• hall be depolited in •• pec!al .ccount and Ih.ll be 

(Continued on next pase) 

... .a..... ••. 

! 4 JIm 198) 
"A'1t 

,~~ Don~o~r~M~.~~~~; 
rector 

Adm!niltrator 
TlT'-1t 



PROGRAM ASSISTANC!! APPROVAL 
ooctnmrr (PAAD) AK!lmKmr 

Block-lS Continued 

0-5 

- 111 -

mutually programmed by A.I.D. and the Cooperatina Country for uae in 
development activitiea in auch areaa .. agriculture, rural development, 
vater r .. ources, energy, populatio~, educatioD, health or any other area 
which both partiea may mutually asree to in vritin, 'and, where appropriate, 
may be u •• d to reduce opium poppy production, or, if tha parti .. a,ree, 
to pay U.S. adai n1atrati' coaCI in Pakiatan. 

The Cooperating Country .hall repay the loan to A.I.D. in U.S. dollarl 
within forty (40) yearl from the date of the f1rat d1aburaeaent of the 
loan, including a grace period of not to axe.ed ten (10) yeara. Th. 
Cooperating Country ahall pay to A.I.D. in U.S. dollar. 1nter .. t from 
the date of the firlt disbur •• mant of the loan at the rate of 
two percent (2%) per annum during the Iraee period and three percent 
(3%) per annum thereafter, on the out.tandiDa d1eburaed balance of the 
loan and OQ any due and unpa~d intereat accrued thereou. -

, . 
!zcept .. A.I.D. may othervi.e alree in vritiDS. 100cia and larvicea 
financed by A.I.D. under thia prosraa, axcept for ocean ahippiDa of 
fertilizer financed under the prolraa, lhall have their louree and 
oriaiD in the United States or in the Cooperat1D& Country. Ocean 
shipping for all commoditiea except fertilizer aball be OD fla, ve •• ela 
of the United Stat .. or the Cooperatins Country only. For fertili~er 
only, ,hipping ,hall alao be authorized OD fla, ve,a~a from A.I.D. 
Ceosraphic Code 935 countri .. , ad .baU be aliiible for f1DaciDa by 
A.I.D. under thi. program. . , 



0-6 ACE Amend. !12 
CLAJI",CA flON. UNCLASSIFIED 

&'0 .,,.., , ......... Grant NO. J'31-K-bU'+ AnQ , ..... D" •• ,,,,N' 0' ITATI Loan No. J91-K-187J 
AGIHCT 110. .. ,eu .. , • ., 

IHYUNATICNAL aIVILO, ... NT Pakistan .... , .... " 
,.o~ii~~" 

.. _. - . 
Commodity F£~n~~ 

- Standard Proc:edu PI-AD ' " ~ I 
~ 

., .. 10 ' IMT 
re 

....... 
Kay 18, 1984 

t. '01 Tne Adain1strator, Aq-.ncy tor I •••• e ........... 

Intarnational Developsent, N/A 

Washinqton, D.C. . t .• " .......... 

,. ,.- Th. Director, UnIted Stat.. Aqenc MIA 
tor: Iftt.cnational DevGlo~.Qt ..... " ...... .-- ~ -IslaJM.bad, Pakistan NIA 

, ...... 0" .. " •• OUI.'.D "0. c_ ........ ., 0" " ..... " ...... .,' .... ""0.,,,,,,,, 
• 180 r 000 , 000 ESI' 72-1141-037 

II, ''I'" "I.INO'N:~ II. "oc"" cu •• ,"c" A .... N ....... ., " .... ., .... '.D 0."''' ... ., ..... OD r.' '.A ... AC" ... '"'0''''''''' 
ril"OAN G! ...... 0'''''0-'''' ~"o_u a-... Dec.1984 - Dec.1987 Due August 1, '1984 
... c_o,,,,,, "'N .. NC •• 

Agr.icultural inputs such a. fertilizers and improved seed., equipment dnd machinery 
for farm use, commodity support tor agenci.s which provide a9ricultural services, 
agricultural machinery, equipment, and conmodltie. to be imported by the Pakistani 
private sector, and such other eaerqeney commodity imports aa USAID/Pakistan and 

I1.S •• ft!,.' $180,000,000 (See Block 18) 
L""I' •• , , •. 1 

Ft ..... 1., 
C .. h, 

. 

..... , .... , •• IOU"C. u.... $180,000,000 (See Block 18) 

0 ..... ' 

TITLE: AGRICULTURAL COHHODITI!S AND EqUIPHENT, (391-0468) 

This PAAD authorizes $180 million, con.i~tln8 of $123 million in loan funds and 
$Si million in grant funds, subject to:the availability of fund •. in accordance 
with the A. LD. OVB/allotment proceu, to finance the foreip,n exchange and local 
costs for the importation of: a8ricu1t~r81 inputs such as fertilizers and improved 
seeds; equipment and machinery for farm ule, commodity support for ar,encias which 
provide agricultural services; agricultural machinery, equipment and commodities 
to be imported by the Pakiltani privata sector, and, such other e~r8ency 
commodity imports 8S USAID/Pakilean and Aln/Wa.hington may agree upon. This 
document describes the t~ird snd linal tranche, covering the period FY 1984 - FY 
1986, of a $300 million program over the period PI 1982 - F! 1986, which il 
designeo to increase the productivity of the Igricultural sector and provide 
halancQ of payments support. ' .. 

, . . .'" 
~xxxxxx .AA/ASlh. 
ty xxxxxx AA/rpc. , 

• t' ,. 

(Continued on next page) 
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Ul. accnala ot proc.ect. to the Coo~ratlAc COUDtry tr_ tb. Mle at 
Irat-fia.aeK co-.oditle. Ib.:...lll. 1D accol'd.aDce rith Sectloll 609 ot the 
Poreip A.,1Itaace Act (PAA). ba dapolltad 1A a Spacial Ac:cOUDt to ba 
ut1l1zad 1a. cia'Y810s--A t ectiylt1a. 1n auch ar ... aa aar1cultu.re. rural 
da .. lopMDt. watar raaouree •• eaeraJ. popul.&tloll. Mucat101r. health or 
my' other u.a authorl&K by the FAA &Dd &lraeel to by both ~rtlea. ael 
whare appropri'te. ..y &lao be uaad to re4sace opiua pom procluctlml &ad 
.. y be .. de &ya1labl. to pay U.S. a4a1n1atrat1ve coati 1n Pa&1atan. 

The Cooperatin. Country .hall rapay the loaD to A.I.D. 1n U.S. dollara 
~thln forty (40) yearl fro. the date of tha f1rlt di,buraeaent of the 
loan, 1nclud1as a areca perlod of not to escI~d t.G (10) yeara. The 
Cooperetina COWltry .b&ll pay to A.I.D. 1A U.S. dollara iDteremt fro. the 
date of the f1rat dl.bur.ement of the 10&D at the rate of two percent 
(2%) per &IUlUA durlnl the Irace perlocl anel three percent (3%) par &QDUII 

thereafter, on tba out.tandiDa d1.bur.ed balance of the loan and on any 
due and unpaiel 1Atare.t accrued, thereon. 

Except .a A.I.D ... y othervia. a8r .. in vrlt1a8. load, .nd aervicel' 
f1u.uced by A.I.D. under thia prolr ... escept tor ocean ah1pp1ac of 
fertillzer f1nanced UDder the prolr... ahall bave their .ource and orl,in 
1n the United State. 01' 111 the CooparatiDa COUIltry. Ocean .h.1pp1q for. 
all coaodlti .. escept fertilizer .hall be 011. flat v ••• el, of the 1h11ted 
Stat.. or the Cooperat1D, Cauutry aDly. la" fe"t111"er oulY. .b1ppiq 
.hall aI.o be authorized on fla, veaael. fro. A.I.D. Geolrapbic Code 93S 
countr1 •• , and .hall be e1111ble for t~c1D1 by A.I.D. UDder thi. 
prolru. 
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PROGRAM ASSISTANCE 

APPROVAL OOCUM ENT 

PAAO, 
(Mend, .. nt) 

~. The Ad~lnl.tr.tor 
{' ~gency for International Development 
; IJashln con D.C. 

FromThe Director, United States Agency for 
,'. Internat Lona 1 Deve lopment 

Financing-Standard Procedure 

4.0a.e 

e. oya ell." .. Number 

S. OY II Inauu 

n/. 
To t. ..... en (rom: 

n/. 
~ppronJ R~uC1led (or Commitment or 10. Appropnation Bud,et Plan Code See. I t em 5, Bloc k 18: 
~ n/a 6 ESF 72-1151037 CA. Sec. 103 72-1151021.J 
ij .... >e Fundinl 12. Lou'! CWTency AInn,mlent 13. r..tLma'ed DcJi\'Cry i'criod I ... Tran .. ~tion £1i(1bili!y Oal. 

Jk)... em' OI",.~""1 12/84-12/87 Au. 1 1984 
C:-mmoditic.Financcd Agricultural inputs such 85 fertili'zers and impt'CIlved seeds; equipment and 

:p.nery for farm use; commodity support for d8enci~s which proviae a~rlcultural services; 
. ultural machinery, equipment, and commodities co be imported by the Pakistani prlvate 
:cor; and such other emergency commodity imports a5 USAID/Pakis~an and AID/~ashington may 
~ IInon t1,"ultw Source 

·ci'.s.o..... $375,000,000 (See Block 18) 
L'm,,~Jf'1V )7,800,000 {Included aboveJ 

17. £.tim.,cd Source 

u.s. _,375000,000 (See Block 18) 
l"d,,"ro~lI .. oJ ("nun,,, .. 

Locil 

01/,., 941 )7 ~QO OQO_lincluded abov@) 
___________ ~P~a~k~i~S~t~a~n~(~H~l~n~li~m~u~m~I)~ ______________________ ~ _______________ ~P'~a~istan J~ioimum) 
f·mmuy nCJCTlf1"nn 

t~ 
UTLE: ACRICULTURAL COMMODITIES AND EQUIPMENT (391-0468) 

, f • , 

f~S' PAAD Amendment authoc-izes the use of D.velopment Loan, Set.. '.,)3 money in LOP fundine. 
place of pat't of the pt'evioudy authodzed ESF LOP fundin&, and, in adcH tion, authorizes " 

an&. in the pt'8viou91y authot'ized loan-st'ant LOP .pllt. It also authot'tz8P addition~t 
t;ins of S1~ million ESF fat' purpo.e. of meetina the COp'g em8t'gancy Wheat t'equit'emantl. 

On Harch 29, 1982, AIAID authorized $60 million ESF fund in! ($34 million in loan, $26 
J:ion in &t'ant) as the fit'st tt'anch. of this pt'opo.ad $JOO million Pt'O!t'Am to be obllsatad 
~; the pet'iod 1982-1986. On June 24, 1983, A/~ID authoriZed a second tt'anche of $60 
llion ESF fundin& ($40 million in loan, $20 mill~on In Irant) fot' thi9 9rO&t'am. F1nally, 
f~uly 16, 1984, AIAID authot'lzad the final $160 million ESF funding for the final three 

, '9 of this pt'ogt'am on the basis of a split of S123 million in loan funds and $57 million 
~&rant funds over the thre9 yaat' pet'iod. Pt'iot' oblisattons of thesa funds laava $93 
l~ion of ESF loan fundin& and $17 million of !SF ,rant fundinl yet to be obli&ated in FY 
1..6 under the terms of the July 16, 19So4 authorization amendment. 

~ow, howevet', in view of (1) the availability and pt'op~iety of ustn& some Development 
~- stanca (Sec. 103) funding in place of [SF, (2) the desirability of varying the 10an-
I 

~Clur:l.llces ~O. "'ttion 
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PROGRAM ASSIST ANC& 
APPROVALOOCUMEN~ &" .• ,., .1' .'. 

1. 'AAD HwaD.r 
Grant No. 

waay 

Pakistan 
\ ). ea ..... ., 

ACE Amend. :It. r 
I 

)91-K-604(b) 

J " t· , 
I 

Commodity Financing-Standard Procedur_ 
~A~t 4. DaM 

~~ ____ ~ ___ Am~e~n~dm~e~n~t~5~----~----~~6~/~5~/~a~6~~~--------------------~r. 
5. To 'ihe Assistant Administrator . Ci. aYIl CIwa •• HWlWCI' I 
~~ ~g~ ~~io~ ~~lOfm!nt 

. ? 

7. frOlli(b! OU:ect:or I United States ;v:;;ency 
for International Deve.loprent 

r 
l 

Islamabad, PaJdsta.n,.L.-_-:-· ________ ~~W~~~~~~~.w..~JW:-----____' 
9. Approval Ilcq"aud lor CoIlUlLiLIDCD& of 

I 16 « 000 , 000 

~1'NT~~~O~:~F~UM~in~~~la~I~:~~~~I~~~~~~~~CD~7~o~r~7u~_~~d~'~~ __ ~~~~ ______ ~ ____ ~ __ ~~ __ ~ __ ~ __ ~-41-" 
15. COl'IUDodicia fiDaAccd Agricultural inputs soch as fertilizers and intJroved seeds; equipnent and 
madti.nery for fa.cn use; CXJlllcdity suppJrt for agencies which provide agricultural services; r;~.~ 
agricultural machinery, equiprent, and camcdities to be inp:>rted by the Pakistani p::ivate t~_' 
sector; and such other arergency cawcdity inpJrts as USAID/paJdstan and AID;Washington may '-
aqree up::ln. 

_1~_,~'~auu~'U~C~d_S_OW __ CC _______________________________ ~_1_'7_'.~~ __ -___ ~~~ __ • __________________________ ,_1-·'. $16 000 000 $16,000,000 u.s. GAly " u.s. 
L,mll." F. W. lad&iautul .. 4 C4 .. autn 

__ ~r~t.~.~W~or~ld~ _____________________________ ~ ___ ~L~~~u ____________ , ________________ ------4[~ 

-~c~u~h----------PmC3~~mann~m-----~------;---~o~,a.=--'~IiEMlI~~~~--------------~LJ r'dJU.!;j~ Pakistan (fiWUltlUl1) 

l8. SQmmuy DcacripcioQ 

TITLE: AGRICULTURAL COHMODI'fIES AND EQUIPHENT I (391-0468) [ 

1. This PAAD amendment authorizes an additional $100 million for this L 
program which will make total life-of-project funding $475 million. ThM-~ 
$100 mi 11 10n hereby authorize'd, subj ec t to the uvailabi 1 1 ty a f funds ~nd . 
in llccordunct! with th~ A.l.D./OYU 1I1loclot!nc llCUCI.:Sl:l, will cu&w1st of' !Soul 
million in ~SF grunt fund~ und $20 Million in ~sv lou" fun~~. na(.! tu"d~· 
authorized are intended to to be obl18ate~ over the period FY 19ijb-l~u~. 

2.' Of the above stated amount. the funds reserved by chis acti~n for ~[ 
1986 obligation consist of $16 million in ESF grant funds under 
appropriation 72-1161037 (Budget Plan Code QESA-86-37391-KG-3~). . 

3: Except as amended above, the terms and conditions of the previous 
PAAD and PAAD amendments remain in full force and effect. . 

20. AcaoQ 

o DLSAI,ROVED 

AJD 1120·1 (5-42) Cl.4:iSlfiCA nON: 

L 
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-----------~e;,I.("· ... :-:s:sl;:p-::,c:-:-;.& r ION, UNCUSS tlIED 

'0 """ , .... , ..... -. 
La&n. 391X193 -K-60~ 

'.OGI.ua ASSIST AHe. 
",,..OVAL DOCU ... HT 

!iaancial - Standard PTocldure 

July 7, 1984 
a allerator, Alency 

Internacional Development, 
t ..... , ... "' ..... __ ~~~~~a-~~--------------~ 

t. ,.- The Direceor:, Uniteci Statal 
Asency for International ' ••• , •• c ....... ' 

I 100 000 000 

NIl.. 

MIA 

HIA 

!SF 
.. 

'I. •• , .... , •••• "', .......... . 

Oec.1984 - Dec. 1981 
, .. ,· ....... c." ...... , ••• , .. "., 

0.'. September 1, 1984 
". c ___ .. ,' .......... . 

,£Der" commociities and equipment ia .uch catelorie. a. enarlY conservation and 
!fuel conversioas; power sector; coal minial aad proce •• inli renewable energYi 
'ail and gas exploration and developm.DC' aDd, .ucb other emerlency commodity 
imoo~tl al USAID/Paki.can and AID/Va.bin COD may I,re. upon. 

Il.S. ""1' 100,000,000 (5 •• Block 18) U.S.I 100,000,000 (S.e Block 18) 
1.;. ••• tI II .•. : 

" •• _ .. ,tI, 1. ..... 
. C .. Ie, Of..." 

'aki.tan (~inimum) 

TITLE: ENERGY COMHODITIES AND EQUIPMENT (39'-0486) 

!his PAAD authorizes $100 million. con.iltinl of $80 million in loan funci. and 
$20 million in grant fundi, .ubj.ct eo the availabiliey of fundi ia accordanci 

'with tbe 1...1.0. OYB/alloem.nt proc •••• to financi the tortirn exchanae and local 
:costJ for the importation, by both the Paki'tani public and private .Ictors. of 
: energy commodities and equip_nt in .uch cate,orie. al: Inergy conservation and 
fuel conversion.; powlr .ector; Call miniol aod proc ••• inli ranewable enlrgy; 
oil aou gas IXploration and devllop~nt; and •• uch ochlr ~=-rl.ncy commodity 
imporcJ as USAID/PakiJcan and AID/~a.binlton-=ay alrle upon. rbi. 
dc~ac describe. a prolram coverial thl period 1'1 1984 - YY 1986. which is 
desigOld to provide balA~ce of paymlntl .upporc and co contributl to energy 
production from indiaiaoul re.ourci. or anlrlY coa.e~ation in lupport of the 
Cooperatiug Country'l Sixth FivI-Year lalrlY Plan. . . 

". c .......... e •• 
. AA/ AS IA:cnreenlut 

!ISIIPI 

Dean Prat /) % ~ 
CLAUI"CA.TION, 

Conerollor A • USAl~ 

(Continued on nlxt pall> 

.... q. [71 olf ..... ··Yj 11 
~ _1< ~ J:~ (..JI 

H. ·.t.r~er.on 
.. ,,' ........ ".H."'.' 

1-4' • • • I • tt':., Jo.i· ...... 

Acirainia t racor 
'''''. 

UNCUfSI1IED 
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PROGCW! ASS IST.UlCE APPROVAL OOCtJH!NT (PMO) 
(Slock 18 concinued) 

•• - ........ " •••• --- .-.. ... .... -~ • , • I 

I' .... , ot ... " •• 

All .accru.als at ~tOC'e~4~" 't~ tba Co~peracin8 Councry f~om the sale of grant­
financed cor~dicies sh.all, in accord.ance with Section 609 of ebe Foreign 
Assistance A~t (FAA), b. depoaited in a Special Account to be utilized in 
development activities in sach areas .a. agriculture, rural develop~nt, water 
resources, energy. populacion, educ.acion, health or any ocher use authorized 
by the FAA and agreed co by both parties, and where appropriate, may also be 
used to reduce opium poppy productioA .ad ~y ~ ~de available to pay U.S. 
administrative costs in Pakistan. 

The Cooperacing Country shall repay ebe lo.an to A.I.D. in U.S. dollars within 
forty (40) years from the date ot the first disbursement of the loan. 
including a grace period of not to exceed tan (10) years. The Cooperating 
Country shall pay to A.I.D. in U.r. dollars intere.t from the date of tbe 
first disbursement of ehe loan .ae tbe rate of tw~ parcene (2%) par annum 
during the grace period and three parcenc (3%) par annum thereafter, on the 
outstanding disbursed balance of the loan and on any due and unpaid interese 
accrued thereon. 

Except as A.I.D. may otherwise agree in wricini. goodl and .services financed 
by A. I.O. under this program shall have thair .ourea and' origin in the United 
States or in the Cooperating Country. Ocean .b.;.pping e1 igib Ie for financing 
by A.I.D. under this program shall b. on flag ve •• el, of the United States or 
the Cooperating ~ountry only. 

An appropriate clau.a ra,ardlDI tba .vatlabtlttr of Irant fund. 'undar tbi. 
procra• ~or aized credit. vill be iDcluded io the pro,ra. alr .... Dt. 
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I' 1 1 
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_.' , 
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"' ... 
-it ..... ! 5'3. !J1I ~8.2JI 67,676 1.17, , 7~. f .'73, P7? 

~IWII r.~ .. rt ~!. ~.11" 1 ~.~7 57.&76 1 1~.~F.A f :r.7,191 
1 
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'~I ,: r II. : l!~.I~· ~ . ... "It I~!W~~~' ............... .. . . .• ,...~ .-, -,,.-,.--- -----------."ftI~". -.. : .... .,.~1:'I":'''~"r .. -- :0" 

1/ Prepared by Abdul Wasay, ARD 
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TABLE II-A-Z 

AGRIOJLnJRAL cct+I)DITIES AND SNIPMENI' (ACE) 
C(M()DITY IMPORT QW(I' AND LOAN AGREFMENT 

sCHEDULE/CONDITIONS 

=a~====~~===.======~=~=~== •• ==~=~====~=~=====~~===~====~=================== 
FY Obligation 

Date 
IFundinr LevellSelected Conditions Precedent 
I Gran t Loan I 

~~==================m~~==================~===~===========~==~z==~~========= 

1982 April 13, 1982 

1983 Amendment iI 1 
July 25, 1983 

1984 Amendmen t II 2 
Aug. 27, 1984 

(Conunodity 
Group N & V 
added - expanded 
Private Sector 
and emergency 
procurement 
cotton & wneat 
etc.) 

26 

20 

40 

34 

40 

30 Fertilizer 
(1) No less than 50% of al 
phosphatic fertilizer imported in 
Pakistan. FY 84/85 will be allocated 
to pl'i vate sector dis tributors 

(2) Specific share allocations 
among private sector distributors will 
be Iladp. in accordance with each distri­
butor'S share of production of 
nitrogenous fertilizers -

(3) National Fertilizer Marketing 
Ltd.,/National Fertilizer Corp. 
(Hf1.1L/NFC) are not included in private 
sector distribution calr.ulations -

(4) Uniform incidentals will be 
allowed for all distributors of 
imported fertili:ers, be they public 
or private sector -

(5) Borrowers/Grantee will take into 
.1CCOun t the requi reme~ ts of pri va te 
~ector distributors in Bor~ower/ 
Grantee plans for the importation of 
f ertili:ers 

Private Sector 
Prlor to the disbursment of funds 
under second amendment, Borrower/ 
Grantee will furnish or have furnished 
to AID wTitten concurrence of the 
Borrower/ Grantee to all the specifics 
of this private sector component as 



1985 Amendment # 3 
June 25, 1985 

1986 Amendment n 4 
July 15, 1986 

36 

to 

1986 Amendment # 5 16 
Sept. 2S, 1986 

E-5 

they relate to interest rates and 
lending terms, credit ceilings, 
eligible comcodities and importers, 
payback periods, and procedures to be 
follo~~ by the Borrower/Grantee in 
making allocations to participating 
banks . 

59 Fertili:er 
(1) No less than 60% of all 
phosphatic fertilizers imported in 
Pakistan FY 1985/86 will be allocated 
to private sector distributors -

(2) Documentation that Borrower/ 
Grantee will conduct an in-depth 
review, with the participation of 
concerned private and public repre­
sentatives, of the study entitled 
"Pakistan Fertilizer Policy: Review 
and Analysis" and send findings of 
review and proposal actions regarding 
deregulation and privatization of the 
fertilizer industry to USAID. 

In addition see FY 84 (3), (4), (5). 

29 Ferti lizer 
(1) No less than 60% of all 
phosphatic fertilizer imported in the 
Pakistan fiscal year or years for 
which disbursment(s) for fertilizer is 
sought will be allocated to private 
sector distributors. 

In addition see FY84 (3) and FY85 (2) 

:orinsky Requirement 
(1) Borrower/Grantee will reserve for 
private sector purchase of commodities 
per list .~ex 1 in an amount equal to 
or greater than U5$6.0 million. 

Total 198 192 (390) 



Summary - Obligated 
as of 4/30/87 l! 
Funds Committed 
Funds Disbursed 
Unliquidated 

Pipelille '!:...I 

11 USAID Controller 

E-6 

$.390,000,000 

328,564,719 
267,186,781 
61,377,938 

1.1 Not a current figure since AlDIW has not provIded USAlD wi th a 
\'1-214 Report since October 1986. 

\~7 
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TABLE II-A-3 

CCMf)DITIES AND U.S. FUNDED TErnNICAL ASSISTANCE PROJECI'S 
RElATED TO OR IN'l'fRFACED WIn! nIE ACE PROGRAM (391-0468) 

=====~====================~========================~======================= 

~umber Activity/Project Input Funding Source 
Loan Grant 

==~~~=Q=~~~~~=~~=======~==========================~==~==============2===~== 

Fertilizer Import 
DAP 
TSP 

Whea t Import 

Cotton Import 

Agribusiness Support 
(Private Sector) 

391-0467 Irrigation Systems 
r·tmagement (151·1) 
1. Canal and Drain Rehabilitation 
2. Institutional Improvement (PID) 
3. Planning, Policy Imple­

mentation and Research 
4. Command Wa ter ?1an.agement 

391-0481 Forestry Planning and Development 
(FPD) 

391-0491 Food Securi ty ~lanagement (F91) 

391-0489 Management of Agricultural 
Research and Tecnnology(!·1ART) 

391-0489 Transformation & Integration of 
Provincial ~etwork (TIPAN) 

391-0479 Baluchistan .~ea Development 
(BALAD) 

391-0485 NWFP .~ea Development 

Foreign 
Exchange 
Credit for 
imports 
(30 million) 

Equipment 
Equipment 

Equipment 
Equipment 

Equipment 

Equipment 

Equipment 

Equipment 

Equipment 

Equipment: 

x 
x 

x: 

x 

x 

x 

x 

x 

x 
x 

x 
x 

x 

x: 

x 

x 

I 
,IU 

\ '\ \ 
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TABLE II -.0\-4 

u. S. /0'IlirR OONOR INTERACTION 

=======~======================~===============a=~=~===========~==~========= 

Activity u.s. Other Donor/Participant 
=~~===~2~==========~=====~==~=======~==============~==.===~~=============== 

391-0467 Irrigation Systems 
Hanagement (IS:v!) 
1. Canal & Drain Rehabilitation x 
2. CO!l1Il1aI1d Iva ter ~!anagemen t x 

391-0489 ~~gement of Agriculture 
Research and Technology (HART) 

391-0491 Food Security ~~gement 

Food Imports (PL-480) 

Agribusiness Support 
(Private Sector Credit Window) 

x 

x 

x 

IBRD/IDA 
IBRn/IDA 

CD-NIT - International 
l'lheat c.nd ~fai:e Improve­
ment Center 
ICARDA - International 
Center for Agricultural 
Research in Dry Area 

IERn/IDA 
ADB - Asian Development 
Bank 

US Depa.-cment of 
Agriculture 

Support to ADBP by .~ian 
Development Bank 
Pakistani Banks 

Habib Bank Limited. 
United Bank Limited. 

U.S. Banks 
Citibank 
Bank of .-\merica 



PAKISTAN 
Table UI-2 

CONSOLIDATED ctJRiimtf IIPIND I'nJImS • 1900/81-1986/87 
(billion rupeea) 

-----------
___ ~!l!![~~Ll!LlQ!~l ____ _ 

1980/81 1981/H2 1982/83 1983/84 1~84/85 1985/86 1985/86 1986/87 1982/83 1985186 
Budget ReVised Budtet 

" A.m.lnlslratlon, 

law 1111d order 4.9 !U] 6.8 9.6 !J. 8 10.8 10.6 IS. I 
Defen:lc 15.3 18.6 23.2 26.8 31.8 34.0 J5.1 38.6 
Cu_unl ty SerVices 1.5 1.7 2.1 2.7 :.1.0 3.6 3.7 4. I 
SocI .. l Services 5.1 5.4 7.1 9.8 10.5 12.5 12.7 H.2 
!::cuno.lc SerVices Ib 3.4 1.0 5.4 5.5 6.4 6.H 6.3 6.6 
Subs hhea Ic 1.9 4.3 4.5 6.1 8.4 10.4 9.1 9.5 
Debt ServlcIOlIl 5.9 1.7 11. 1 14.1 15.7 16.7 20.3 22.0 
Other Q~~ Q~ Q.:.~ Q.:.§ L1 ;L~ ~.:.~ ~.:.1 

Totol 1<1 11.:.1 :!7.:.~ §Ll 75.;} ~L:! 99.:.Q !OO.~ !!~.:.:l 

---- -------------------------------------
.'a Includes Rs 2 ballion unc."loyaent fWld Ilnd Us. 1 billion fur guarantees of 

bud .lebts. of pub llc enteq>rt ses. 

Includes Irrliatlon expenditures. 

Includes fertilizer subSidy. 

Totals differ fro. curn!lIl eXI'''ndlturcs In Titble 111.1 which du not Include irrlgation 

expendlture:l. 

Soun.:e: rlUIIIlInil .lIId DcveluplDent DIVISion .JIlII IlIlaptcrl frora (World Runk (1907), Table 111.2) 

II. I 10.7 
38.0 :15.0 

:1.5 :1.7 
12. I 12.7 
8.9 6.:1 

7.4 !J. I 
18.2 20.2 

Q.:.~ ;;:.;} 

!QQ.:.Q !QQ:.Q 
-----------

fT1 
I 

<.D 
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Table III-3 
PAIISTAH'S BA.L.UfCB or PAYMKNTS: 1981/82 - 1986/8'7 

(BillioD8 of US Dollars) 

------------------------------------------------------------------19R1/82 19H2!83 1983/84 19H4/R!'i 1985/86 1986/87 
(Projected~ 

---------------------------------------------------------- -- -------------_. - .--
:urrent Account Dalance -1.6 -.n -l.0 -1. i -1.2 -1.0 
'Trade Balance -3.4 -3.0 " .) - .. , . ..,; -:;.e 3.0 -2.6 

rxports (GOP) " ., _ • ..l 2.6 " -_. / .., --.;, ::l.g 3.3 
Imports (GOP) -5.8 -5.6 -6.0 -6.0 -6.0 -5.8 
Services (net) -0.5 -O.G -O.i -0.8 -1.0 -1.0 
Private Transfers (net) 2.4 3.0 3.0 2.7 2.8 2.6 
of WhlCh wot"kcrs remi t t ancc' '') '" (2.9) (2.7) (2.4) (2.6) (2.3) ._ ... 1 

Capltal Account Balance 1.0 1.0 0.8 0.8 1.2 1.0 
Official Transfers (net) 0.4 0.3 0.3 0.4 O.G 0.4 
of which refugee assistance (0.3) (0.2:' (0.2' (0.2) (0. 1) (0.2) 

Long-Term Capital (net) 0.5 o.~ 0.:5 n.E> 0.6 O.S 
of which project J food and (0.4) (0. r~ \ (0.4' (0.4\ :0.4 ) (0.4~ 

other commodity loans (net) 

Memo Items: 

Gros~ Offjdal Reserves 0.8 1.9 l.i 0.7 0.9 0.7 

Heservp.s in weeks lmports 5.9 13.9 11. 7 4.5 6.0 4.7 
of goods and services 

Current Acr.ount Defir.lt 3S 4.9 1.8 3. ) .s.n 3.5 2.7 
!;GNF 

-------,-------
Adapted from (World Bank (1987); Table 1.6) 
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TABLE III-4 

TE~~S ON GOVE~~~ DOMESTIC SORROWI~G 

1. P'[1IIQ,n( DS~s. 

Priu lOAd. 
5".eu1 H.llOn.1 k'UDIl lOAd. 
a •• ,.r H.,iuul1 ~und JUDd. 

for.i~A ~&eh.n&. a •• rcr C.rt. 
Kar .... ' ~.Q. 

lIu:o.. T •• auull. 
~ .... raa'lu IODd. 
Go .... e~.a' lood. tor S,.,. 

Lih IDe. Co. 
L.Ad I.toc •• Act. 1977 

11. 'Io.eipi D,be 

Adhuc Tr ••• u,y li11. foc 
W.y. loll He.ne 

Tr.a.ucy li11 OA Tap 
Cov.(~cut rr ••• ury D'pO.lt 

kee.i.". 

Interest Rate 

IOZ p ••• 
11.1 II p. a. 

( 12. J ~E p ••• 
( 13. JOE p ••• 
( 14.UI p ••• 

14.~1 to '1.331 p.a. 
DitteC'D' Ut,. 
upto 11.7~1 p ••• 
51 p ••• 
I U p ••• lk 14. p. a. 

111 p ••• ~ 

U p.a. 
( 9. ~% p. a. (.ped.l) 
( 101 p. a. (.p.dal) 
( 10. ~I p. a. (.p.cial) 
( 8.251 p ••• (Doc.al) 
( n p. e. (Dore.!) 

Ad bue rc ••• ury lill. toe C.pi'a, 5.251 p ••• 
lDv •• , •• n' iD ,.k"'.D i.lly.,. 

111. UnfundSd DSjbc 

O.teD •• S.viQ~ C.rtiti,.t" 15.{)OZ 1.s.. 
"',iuD.l Dcpo.i, C,ceUic., .. 1 14.031 4 Accouo" 
lh •• nepo.i, Certitica'a.1 13.441 U 

Account, 
S.viOI .ccouot/Certiflca,e. 101 p ••• 
H.heal AaI1.AL Account. 14.87J LL 
Po.ul Llf. [D,ur.oce 13.201 p ••• 

U ·(I.tlDt il.lD i'.nod). 
~ One pere.lIl ••• pOLet .bov. tbe ItDk r., •• 

!1aturity 
Period 

2 S1ltta. lJ. 
2 , •• r. 
1 ,.ar 
2 "ae. 
J ,ea,. 
1-) ,aau 
10-20 yuu 

10 y.a,. 

" y.au 
U ,.U. 
10 ,.au 

90 4.y. 

90 4ay. 
90 d.,. 
6 -.oAtb. 
1 year 
90 d.y. 
6 .0Dtb. 

10 y .. re 

,-10 "f" ,-7 yun 

3 7 .. re 

op,io. 
1-5 y .. n 
4I1h"., 
'.fh~4' 

Tax 
Status 

"'-taubl. .. .. .. .. 
" 

raub" 

.. 
II 

Mo.-' .... ~h 

t ... bl. 

MoD-'u.lIl. 

II 

II .. 
II .. .. 
.. 

.. 
II 

II 

.. 
II .. 

Ls. I.t .. b •• in u 12% p .•• toe. OD'-,Iac _turil, .o~ i.Dcr .... Intb _,urity. ilt. 
cited i. ca.puuod r.C. plYlble ., •• ,ueicy .t'.e 10.yll~'. 

Li i.t., b.,ln ., 12% p .•• toe. oo.-, •• r _,uelty .~d IDcr •••• V1lb .. tuel". Lttl 
elt.11 11 cu.pound rUe ply.bll ., •• ,urity dter liVID y.a~l. 

LJ. ClI"pound r.,. ply.bll It ..,'urlt1 dt.r cbr •• ye.e •• 
L1 i.'I~ b'ILQ ., 12.101 tor 00. y •• e 'Dd lD~rl'" to 201 'o~ tlt'~ y •• r. lice ,1'ed 

1. eo.pouud rl'l tor tivi y •• c •. 

Source: !1inistry of Finance and Economic Affairs as presented in 
~orld oank (1987) 7able 111-7, 

\~ 



TABLE 1II-5: 
INTEHNATlONAL C<M>ABISONS Of SELECTED DEBT INDICATORS. 

1974 AND 1984 
(Percent) 

__ faki~l~ __ _ 
1974 1084 

Private creditors/DOD 
Variable Interest loans/nOn 
Total de~t service/exports 
Official reserves/total 

dcl.>t service 
Offlcial reserves/DOD 

Me.orandu. Ite.a: 
Averegc terms of pu~lic 

nd.! cOlDUlitllcnts: 
Interest 
Maturity (ycers) 

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

5.(; 

15.4 

251.6 
14.9 

3.0 
24.4 

/a 

It. 
Exports of goods and ldl servlces. 
Duth for 198:5. 

9.3 
{.I.U 

19.0 

172.0 
16.1 

5.2/h 

28.0 

1Q!i:!!!~Q!!~~si~ 
1974 1984 

4.7 10.3 
5.7 

15.G 15.~ 

240.0 358.2 
20.0 26.7 

2.8 5.4/b 

29.5 29.5/b 

All Devf! I opi nc 
____ ~2~n!rl~~ ___ _ 
1974 1984 

40.9 50.0 
HJ. I 44. ~I 

U.5 19.U 

445.3 03.2 Ib 

64.3 23.0 Ib 

7.1 9.2 
17.7 15.0 

Source: World Bank, ~Qrl1_~~~~12E~~~1_fl~E2r!L_!~§§; ~Qr!~n~h!_T~h!~~, 1985-Rr. 
(advance copy). 

fT1 
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PAKISTAN 
Table 1II-6 

SELECTED DEBT SERVICE INDICATORS, 1980/81-1994/95 

lklll SCI-V i celli /Exl'ol-1 s/;, 

(ExcluJillj{ IMF) 

I/t:Sl:I"VCS /c Inept Service 

1l'·SI'I"Vt·s/c luOn 
Uebl Sl.!["vicc/GNP 

Iuteresl "nyments/(l IGNI' 

(Percent) 

1900/ 1981/ 1982 
I !1I1l 1 ~)B2 Em:1 

lri.~ ) :1. 2 11.1 

11.9 !""J.n 10.7 
120.2 Ill. 3 215.'1 

J ~.'1 fl.9 ~O.f) 

2. !) 2.2 2.8 
1.1 l.i 1.'1 

1983/ 1981/ Inn5 
1901 l!'1Bf) 1 ~lll(i 

l!i.7 IrI.n ~:1. I 

13.0 I:' Ii I!). I; 

161.9 57.fl 70.~ 

17. fi r..!'; n.r. 
3. 1 3.:. 11.'1 
1.1) 1.'1 1.'1 

III EXl'ol"ls of gouds lind all $(:,"vil:l:s nlltl I nlTlsr(~rs. 

____ Pr~j~~!~~ _____ _ 
I !mG 1 !)!J!) 19!H 
1 !lfI7 1 !)!IO 1 !I!l!j 

~1J.r. III. 0 17. I 

la.5 Iri.7 17.1 
'11.7 )(n. fj I:m.z 
r..:l 10. :1 17.!i 
4.7 4. 1 :1. 7 
1.'1 1.1 1. :1 

/L Ot:!.t sCI-vice paymcnt!i an~ int~llIsive of IMF' n~l'un:Ia:15~s nnt! sp.l·vicp. 

clllu"g,:s. 
I f: Ilt:St:,"Vt:S ,-ef(:r to g' ClSS n~sr:'-Vt·:;. 

It! IlIl,:II'sl puymellt!; ill."I\IIh: IMF :if>r"Ji(~I: dHlre,!s. 

fTl 
I 
~ 
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Q!! 
UODies tiL c"ud.. produc t 1011 
11II1'0rt .. J CJ~U"" 011 
11II1'"r t .. J ,..:, ruleulII product::. 
O"ellllll( ,..\ ocl< 
CO, 0::'''' 5ul'I0i y 
E><l'ortf> 
111'1 bUI·I·i~ 
C I"" Jrlj( 5 \ <ILk II usse,; 
C'ulI!:I.umpll cHI 

Gu!» I'roct::.t.cJ 
It"... (lU," 

Ati::.u( lft,t~d gl1~. 

(;r-u!Jo~ !llJl~"lr 

I C::'b f "cII ~ t u( I-
NfT SIJI'f'l \' 

COIISWIIl't Ion 
L~~~L 

~Q~! 
GrUBIi SUI'I.) y 

Illdlgenoub 6ul'ply 
hlports 
GrOB!> Su!,ply 

EU!CTHICITY 
---Hya~f-iellerlll Ion 

Therlilul lIenerution 
Nucle .. r ,enerelion 
G,OdS Generalion 
Leab UJII ts cooaUlM:d 111 8l\X ill ury 
Het Supply 
Lelia losses 
Co03uapt 100 

TOTAL AVAILABILITY (GROSS) 

Leas teed IItock (t'erlihzer Ind.) 
Less e"l'ortf> 
I.e .. s IIU)( 1 11 Sr)' 

NET SurPLY 
lell5 loases 
GrOB~ Con5u.pllon 
Le8s lherlllbi ,ellersllofl 
Net COO ..... ptloll 

PAKISTAN 
TABLE III-7 

BNiRGY BAlANCE SHiET. 1978/79-1985/86 /a 
(.lIlion ton. of oil equivalent) 

0.4 
J. I 
1 01 
O.~ 
5.1 
0.9 
01 ':1 
o .. 
4.0 

3.6 
O.f. 
0.5 
4.r. 
0.5 
4.1 
O.:? 
3.9 

0.0 

0.6 
0.0 
0.6 

2.0 
1.4 
0.0 
3.4 
0.1 
3.3 
1.1 
:? 1 

13.8 

0.5 
0.9 
0.1 

12.3 
1.6 

10.7 
1.4 
9.3 

0.<1 
:1.1, 
1.6 
0.:1 
G.O 
1.3 
4 7 
o 4 
-1.:1 

4.8 
o 4 
0.4 
5.fi 
0.[, 
5.0 
0.4 
4.G 

0.0 

0.7 
0.1 
0.8 

2.1 
1.5 
0.0 
3 6 
0.1 
3.4 
1.0 
2.5 

15.9 

0.6 
1.3 
0.1 

14.0 
1.8 

12. I 
1.5 
10.7 

b.4 
3.r. 
1.[. 
0.3 
6.0 
1.1 
4.9 
0.5 
4.4 

5.[. 
0.5 
0.4 
G.3 
0.£1 
5.5 
0.4 
5.2 

0.0 

0.7 
0.2 
0.9 

2.1 
1.7 
0.0 
J.B 
0.1 
J.7 
1.0 
2.7 

17.1 

0.8 
1.1 
0.1 

15. ] 
1.8 

13.2 
1.6 

11.6 

0.'1 
4. I 
1.[' 
O.~ 
6.4 
1.2 
5.2 
0.2 
5.0 

!i. II 
O.G 
0.4 
(i.n 
1.1 
5.7 
o '. 
5.5 

0.1 

0.£1 
0.4 
1.1 

2.3 
1.9 
0.0 
4.2 
0.1 
4.1 
1.0 
3.0 

18.5 

1.1 
1.2 
0.1 

16.2 
1.5 

14.7 
).G 

12.8 

0.4 
3.9 
1.9 
0.2 
6.n 
0.6 
5.9 
0.2 
!" •• 6 

G.l 
O.C 
0.5 
7.1 
1.1 
C.O 
o fa 
5.5 

0.0 

0.7 
0.3 
1.0 

2.7 
1.9 
0.1 
4.7 
0.1 
4.5 
1.2 
3.4 

19.3 

1.1 
0.6 
0.1 

17.5 
1.9 

15.0 
1.9 

13.7 

0.4 
4.0 
2.~ 
0.2 
6.0 
0.3 
6.4 
0.2 
G.2 

5.7 
0.6 
0.4 
6.£1 
1.1 
5.6 
0.1 
5.!. 

0.1 

0.8 
0.4 
1.2 

3.1 
2.1 
0.1 
5.2 
0.2 
5.0 
1.3 
3.7 

20.0 

1.1 
0.3 
0.2 

18.4 
1.7 

16.7 
2.1 

14.7 

0.6 
4.1 
2.3 
0.2 
7.2 
0,3 
r..9 
0.2 
6.7 

6.1 
O.f. 
O. ~, 
7 " 
1.~ 
6.0 
o '. 
5.9 

0.1 

1.0 
0.5 
1.5 

2.!1 
2.5 
0.1 
5.5 
0.3 
5.3 
1.1 
4.2 

21.4 

18.3 
17.5 

1.5 
16.0 

1.5 
14.5 
2.5 

l:?O 

o.~ 
4.4 
~.fa 

O.~ 
8.0 
0.3 
7 7 
0.:1 
7.4 

G.4 
0.7 
t1.L 
7.7 
I ., 
C.5 
0.2 
6.2 

0.1 

1.1 
3.3 
2.6 

0.1 
6.0 
0.1 
5.8 
1.3 
4.5 
1.2 
3.2 

22.1 

1.2 
0.3 
2.7 

17.9 
1.6 

10.3 
2.7 

13.(; 

18-Fl,ur~~-for-r§8578S-8rc-estl.8teJ~-----------------------------------------~----------------------------. 

Source: Dlreclorute General of linergy Jleaources (DGER) as adapled frOID (Horhl StUlk (1907) Table 9.01) 
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TABLE III-8 
MAJOR PAKISTANI IMPORTS FRatf nm UNITED STATES 

(thousand rupees) 

~ilk Powder 
Wheat 
Mechanical Wood Pulp 
Cotton 
Old Clothing 

Iran & Steel Waste 
Coal 
Animal Tallow 
Soyabean Oil 
Palm Oil 

Chemicals 
Pharmaceuticals 
Phosph Fertllizer 
Polyethelene 
tteml" of Rubber 

Newspnnt 
Synthetic Fibre 
Refractory Blocks 
Tin Plate 
Steel Sheet 

Tools 
Engines 
Gas Turbines 
Gas Turbine Parts 
Generators 

Agri ~achinery 
Tractors 
Levelling Machines 
Oil Drilling 
Mining ~ach. Parts 

Construction Mach 
Other Non-Elec ~ach 
Eleclrlc MachInery 
Transport Equlp 
Other 

Total 

o 
242 

11 
38~ 

148 

77 
140 
570 

1,559 
o 

238 
165 
212 

82 

"" --
46 
36 

7 

28 

25 

578 
270 
129 

81 
o 
o 

184 
214 

25 
524 
246 

1,803 

f.1.91~ 
11,006 

29 
2,270 

23 
16 

131 

182 
110 
758 

1,893 
]75 

331 
170 

1,397 
44 

143 

21 
52 
o 

59 
3 

42 
:11 
34 

123 
33 

20 
75 
67 

441 

11 
605 
269 
217 

1.1.~1~ 
11,093 

------------------------------------------------------(Source: GOP: Bureau of StatistlcS) 



PAKISTAN ANNEX E 
TABLE IlI-9 

COHI'OSITION OF IMPORTS, 1974/75 

(Million rupcc!i) 

llr. U7411) 19: ~176 1976/11 1971/16 1916/79 1979/60 1980/81 1981/62 1982181 1'J8l/f4 1984/11) 198~/1!6 

ClPlll1 Cood. W}] hill 8.750 i.ill l!Llli lhill ~ ll....lli 1Ll.D li...~2 1L.ill ll..ill 

Iroo • .,d 11 •• 1 bar. 5& 45 )8 ~1 )0 100 16 6~ II~ 8) 99 lOa 
rl.1~' .nJ .h.rl. ot i (Oil 690 )12 ]]) 168 1,061 I ,~42 1,)1 : I ,~14 1,130 2,~(lO 2,0)9 1,127 

anJ .t~<l 
Hoop InJ IIrip lroo ~) 11 21 29 2e 26 44 42 I>~ 1) 14) 
1111. lad rlllwlY trIck 4 93 18 26 18 207 58 60 5 1 ]8 41 
lr~Q .nd .'~~l ~l[r )) 60 5) 59 19 82 50 55 66 65 18 99 
lubr •. pip" loJ tltllO,' 14: 1.1; )66 1)9 222 210 281 410 425 l~; 539 945 
ruw~r I~Der.tinl •• chin~r1 21 1~9 259 204 458 loll, ~60 IIH I,) 12 1,18) 2 ,8~6 2,n8 

olh" Ihlo .h<lde 
A.ricultuJal ~,hlDEry U~ 534 1117 9)9 I,OSO 1,480 1,048 1,428 1,943 2,l26 I ,891 1,589 
T.&lli. lad 1.llh., aachln~r1 14 114 581 511 501 6J5 739 812 II]} 997 1,391 1,692 
~Ichlu, tu, ,p.,.ll inJ".tri,. 20) 1,07 547 ~]) 528 51.0 828 II)] 1,070 2,)01 1,912 1,1120 
!.lccrrt.' po~('r ... ..:t'lnC'ry 272 4)) 38) 512 613 561 742 604 736 999 940 1,629 
Road Dot~r vC.ll~lt. 505 841 I,O~S 1,141 1,598 2,299 2,145 1,0)0 3,07 i 4,500 4,552 5,256 
Oltlcr. 1,888 2,9~1 ) ,157 4,284 4,657 8,521 6,617 1,192 9. ]]0 9,)}3 12,528 n,40' 

COQu.Of'r Cood. !..1l:' !...ill Llli l...ill Llli Will! LJ.1J. 8.401 L.lli ~ 1!Wll lLill 

'-lor-a' 2,461 1 ,78~ 660 I,B1 l,~05 1,041 6)) 800 813 8)8 2,7~0 4,120 fT\ 

O,tl~r '"oJ 911 1 ,281 1 .l86 2,018 1,871 2,511 2,983 3,1 48 ],618 4,459 5,210 ~ ,Ill I 

Pcrro]rua produce. 424 )90 601 121 926 1,881. 1,714 1,661 2,118 1,984 1,411 2,051 t-' 

~~dicin~. InJ dru,. 1St 2.2 348 ~I) 601 151 916 1,222 1.390 1,800 1,914 2 .24~ 
en 

PflDted •• ttCI' 34 21 24 1,9 11 161 100 97 92 98 110 Il10 

Olher • 618 ~B8 632 8~5 8611 I,llll 1,)40 1,479 1,502 I,H7 1.910 2,142 

a." Hater,.l. JO.0)9 L..2l.Q 1..Q...ll! lLlli ll.....lli ll...l1Q ~ ll....lli ).L..!ll ~Lili !!!.....!ll !L1ll 

Crud. puroh .... 2,11,) 2,521. 2,111 1,380 1,046 5,851 9.840 12,121 12.891 12,149 14,174 10,61,0 

r~lrol~~ proJuct. 14~ 1127 11Z 1115 1. '274 2,940 3,5115 4.261, 5.524 5,Ojll 4,910 4.0112 
[dibh oil 1,291 1,047 1,41 II 1,353 2,95) 2,295 2,625 l,UO 3,670 6,518 6,954 ',129 
Chr.ical. 62~ 48) ~)O 64B 814 89~ 1,212 lin 1.1 J2 I,H2 1 ,~91 2,011 

D1~io, end IIDain, .at~rial. 20) 20e 208 Jb) )11 392 462 493 5711 613 682 728 
ferti1 UUI 960 559 623 J ,048 2,808 '2,111 l,B7 119) 2,11 1 1,5)9 1 ,1 ~O 2.019 

Ch,..jcel .. t~rilh, II. t. S. 388 449 629 449 429 444 550 n4 en 1,201 1,802 2,090 
ri, iron, Ipoa,. ton .. of iron 280 64 39 47 96 146 120 )3 65 88 lOt 10~ 

inlol , prl •• '1 tgr.1 of iroo 4111 1)4 243 295 )10 329 381 )60 201 117 24 31 
Joo-I.rrou ••• lala, II.!:.S. 1 3 I. ~ 2 2 5 1 1 2 '2 " trOD aDd It.el lor,in,. 11 411 111 11 14 15 20 9 11 22 18 31 
Copper 121 42 50 1!6 78 13) 1114 145 178 222 221 292 
jl_ip .... 106 35 le8 11,0 135 211 2)1. )56 282 322 1,07 344 
Otb ... 2,618 2,545 3,098 4.304 5,2St. 6,J80 1I,Il0 9,8l.7 9.896 12,189 ll,48~ 12 ,694 

Toll1 20.925 20,465 23,012 21,1115 36,388 46,929 51,544 59,4112 68,151 76,101 89,718 90,9 46 

/a Petroleum Products other than conBumer goods. 

Source: Federal Bureau of StatistIcs as taken from [World Bank (I 987) Table 3,03] 
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'.,. ,', TAL~ III- _=- ::' 
VOLtMl I VALUE AND UNIT VALUE or MAJOR IMPORTS 

1977/78-1985/86 /a 

-----:----------------------------------------------- - ------------------ - -- -----~ ---- ----- - -----------------
l~'7!78 1978/79 1979/80 1980/81 1981/82 1982/83 1983/84 1984/85 i985/86 

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

~!!jQL1!!!I!Qr!~ 
Vol Wile G, 537 
Vaiue 1,010 
Unlt Value 155 

Crudt- 01) ---------
Volume 
Volue 
l1ulI Value 

POL Producls ----------
Volume 
Vtilue 
lInIt Value 

f~!.'!.!!i~~r 

3,315 

341 
1O:~ 

1,282 
155 
121 

Volume 595 
Vtiluc 104 
lluit Value 175 

~!!i!!!~_QH 
Volume 249 
Value 148 
UlIlt Value 595 

Vo 1 u.o:e Gl 
Value 127 
Unit Value 2,085 

Q!~~Ll!!!I!Qr!~ 
Vulue(CIF) 1,240 

I2!!!L!!!!I!Qr!;! 
Valuc(CIF) ~L171 

8,906 
1,537 

In 

2,91£; 

308 
104 

1,676 

222 
l33 

1,575 
284 
180 

412 
268 
651 

GI 
WI 

1,652 

1,617 

8,556 
1,785 

209 

'1,G19 
592 
128 

1,817 

448 
~68 

1,112 
274 

246 

345 
230 
667 

61 
96 

1,581 

3,511 

7,746 
2,342 

302 

3,955 
994 

251 

1,663 
54) 
3~5 

1,283 
357 
278 

467 
266 
570 

73 

120 
1,501 

3,713 

'1,384 

:!,2G8 
307 

'1,'112 
1,1'13 

259 

1 ,601 
540 
337 

314 
85 

269 

624 
321 
514 

7D 

103 
1,4[17 

4,012 

7,522 
2,137 

284 

'1, 187 
989 
~3ti 

1,897 
574 
302 

717 

167 

233 

640 
276 
431 

81 
131 

1.617 

3,968 

7,8)8 
2,'248 

287 

4,294 
915 
2D 

2,186 
547 
250 

490 
114 
233 

752 
482 
(4) 

9(i 

190 

I, 97~ 

·1,2B7 

6 535 _L __ _ 

7,40£; 
:!,231 

301 

4,365 
948 
217 

1, non 
487 
:!611 

49(; 

llli 
23B 

653 
447 
684 

8'1 
231 

~,750 

<1. 178 

7,009 
1,652 

236 

3,727 

659 
177 

1,89) 
35G 
193 

544 
129 

237 

814 
373 
458 

B:i 
135 

I, 6~7 

4,87!:. 

-/8------------------ .. -----------------------------------------------.---------------------
Volumes in thoUSllllJ metric tons, value in million US dollars and unit value in US dollurs 
FIgures for 1985/86 are provlsional actuels, for 1986-87 are forecasts. 

Source: Planning and D~velopment Division or (World Ban~ (1987) Tuble 3-05) 
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Raw cot taD 
Cutton yarn 
Cotton cloth 
Rice 
Fish lIod fish 

prt:p.Jr.H ion» 
Tanned :ellther 
Carpt:t. and rug. 
POL pr.Jduct. 
Sports goods 
Rav vool 
OtherJ 

Total 

Source: Ft!deral 

./ 

PAKISTAN 
Table III-Ii: COMPOSITION OF EXPORTS. 1976/77 - 1985/86 

(millIon rupees) 

1976/71 1977/78 1978/79 1919/80 1980/81 1981/82 1982/83 

292.1 1,093.6 655.2 3,321.0 5,203.4 2,9)8.2 3,896.6 
1.171. 7 1,059.5 1 .956.1 2,0)8.0 2,048.7 2,014.9 3.145.9 
1,60).3 1,741.2 2,135.2 2,416.6 2,389.6 2.949.1 3.579.0 
2,477.9 2,408.5 3,380.0 4,179.3 5,601.6 4,127.9 3,682.6 

)81. ) 341.4 462.0 530.5 559.2 789.2 i!97. ! 
647.4 636.5 1,247.) 1,264.4 891. 9 1,152.2 1,195.0 
911.9 1,170.8 1,764.7 2,198.4 2,242.8 1,678.5 1,912.9 
268.5 625.9 607.9 1,764.2 1,675.2 2,047.3 984.1 
199.1 194.9 212. 1 244.6 )12.3 319.5 448.9 

76.2 72.7 107.9 1 C5.) 80.2 107.9 !6).6 
),253.9 3,635.3 4,360.9 5,J46.8 8,273.6 8,035.2 14,538.2 

11. 223.9 12,930.~ 16,925.0 23,4\0.\ 29,279.5 26,269.9 34 ,441.7 

1983/84 

1,771.5 
2.930.8 
4,856.1 
5,688.4 

1,007.1 
1,971.7 
2,322.7 

539.8 
670.0 
171. 4 

15,408.8 

37 ,338.6 

Bureau of Statl::;tJcs and takt!1I from [l-1orld Bank (1987) Table 3.07) 

1984/85 1985/86 

4,)68.0 8,290.5 
3.973.5 4.511.3 
4,631.8 5,382.7 
3,339.7 5,521.2 

1.231.0 1,334.9 
2,325.2 2,900.0 fl1 
2,0)0.7 2,692.1 

525.0 501.1 .... 
en 

673.6 786.6 
261.2 274.0 

14,613.7 17,685.2 

p,979.4 49,592.2 



r-:--LJ:: ·~""-l'l. .. 
VOLU-t-tE • VALUE AND UNIT VALUE OF MAJOR EXPOlrfS. 1977/78-1985/86 fa 

----~-------- ---------
1911/111 1918/19 1919180 1980/81 1981/82 1982/8) 198]/84 1984/8~ 19D~/Jl6 

-.. ------- ------ .... ------_.-- --- ------
!.!~1E!' 

\',,1,_« (H. r,) 101.00 ~~.OO 2~I.OO )]~.OO 231.)0 2~4.92 98.22 267.99 H4.24 
VaJU,. 110.10 66.20 })~.30 ~2L60 2L4.00 )0~.62 1l1.4' 281. 94 ~)1. n~ 

r, ". C S/J,) I. 09 I. 20 1.34 I. t.2 1.14 I. 20 1.14 1.09 0.80 

!!!! ~.!l.-.!-l!! 
\'oJ".c (000 tfI I 260.00 180.00 )20.00 410.00 26 I. 81 211.14 Io0~. 93 114. CI(, 7100. )4 
\·.lu~ 124.00 IH.40 22~. )0 HO.CJO 1115.42 11,8.1' 241.114 108.H 111.1,8 
I', I (It' (511fT ) 442. 8t. n2.22 1Qt..69 701.)2 708.22 62).~4 600.69 624.21 '(.).11\ 

Q!. ~~!!. .! if! 
V(1b_~ (1100 HI) 600.00 8)0.00 170.00 8jO.0~ 689. J2 6!.1.IO 8H.II' ~44.6] I ."\~.4ft 
V.lv~ 119.)0 206.00 196.70 27).80 20).8~ 141.H 118.14 I II . ~CI l~ft.1L 
I',. (. ( S lIfT ) 198.8) 248.11 2)~.4) ))2.29 298.61 212. J 0 201.)6 204.1) h9.89 

~t ~9~-Y!'!!! 
\"01 .... " (H.l, ) 60.00 9/.90 99.90 9~.]0 9~.60 Jl4.IO 101. 81 I]), /16 IH.1.4 
Value 10/.00 19/.60 205.90 20/.CJO 196.1>/ 247. )1 211.42 21.1.91 J/9.19 
I', i (. ( ~ I., ) I. 18 2. 02 2.06 2. I 7 2.06 J. 85 2. J I, 2.08 1.11 

f£!~fl!L.f!~~!l 
Vol .... (H.S'l.III,) 4~]. )0 ~1I.1I0 545.80 ~OO. 90 • )84.]0 605.)) 61.4. J8 till. b 2 111. H 
V.l",e 17 5.10 11~. 10 244.20 241.40 219. ~O 281. ~9 )60. H )0).t.4 111. 04 
r.l c e (S/~q.Hlr) 0.39 0.41 0.4~ 0.48 0.48 0.41 0.54 O.u 1.0.4) 

l!~!~tl 
Vol ... c (H.Sq."Ir) 8.10 12.10 10.20 8.80 11.01 10.74 16.64 15.6/ 11.(,) 

V.lue 6'.10 124.00 121.10 90.10 iU7. ii 9~.02 146.21 15).28 Ill. ~" 
,', l( ~ (S/Sq.Hlr) ).19 9.76 12.52 / 0.210 9.92 8.7) 8.19 9.18 10.09 

~!pr.!.! 
Vo I UWle (H.Sq.ttlr) I. 90 2.~0 2.10 2. )0 I. 9) 2.21 4.69 2.0/ 2.4) fT1 
V.llie 118.)0 114.80 222.10 226.60 159.10 I ~O. ~O 112.)1 Ill.81 J )'J.19 
J'rice ($/Sq.Hlr) 62.26 69.92 '2.26 90.64 82.44 61.49 36.74 64.67 61.18 ..... 

\D 

Ii! ~!!~!.!J..i.E!'! 
Vol ... e (H. &,.) 1l.40 11.60 11. 20 /9.70 11.60 16.)8 21.6) ]6.)4 )).1.2 
Value 14.)0 14.70 '1.60 56.50 14.67 70.)8 H.71 81.15 62. lfo 
FI j c« (Sll, ) 2.~1 1.08 4.06 2.81 4.n 4.26 2.10 2.21 1.1I 

GU1r , hO!!!!.£l! 
V.,I ... r (HT) 90.00 110.00 90.00 50.00 60.00 60.00 10.00 66.9) 12.4/ 
V.I .. e 20.'0 21. ~O H.60 2B.90 28.90 21.90 25.91 22.4B 2/' 40 
rrice ($IHT ) 0.2) 0.2~ 0.37 0.58 0.48 0.11 O.H 0.1' 0.18 

!.! ~ !! PO..!!!.Lf!l!!.mt! 
vo)._c CH. Dod J. 9) 2.54 1.18 4. )1 4.89 5.10 9.1l 1.19 10.1 ) 
V.Ju~ 29.80 18.10 )).90 7).)0 94.20 111.83 160.58 1)2.11 2111.6] 
rrice ($/Dorl 15.44 15.00 14.26 16.70 19.26 20.61 11.59 18.46 19.86 

ll!!!h. h w• f!.l!.... 
Vol_e (H. Sq. Hie) )1.)0 10.)0 5.10 90.80 12.10 140.24 66. J4 28.60 1t/0.Y2 
Value I'.~~ 6.'6 5.4) 128.48 ll.50 220.12 101.10 41. 94 lob. ~.9 
Prlc. ($/S •• HU) 0.50 0.64 1.01 1.1,1 1.91 I.H L6) I. L 1 0.48 

l.!!! Wool 
Vol ... e (".Sq.Hle) 4.90 5.10 4.20 2.70 ~.BO 7.1 I, 11.21. 10.76 9.11 
Value 7.)1 10.10 9.59 ,.O~ 10.62 12. ~O 12.71 11. 2O ll..e!. 
r,le., ($/&,) 1.'0 I. 91 2.lI! I. 111 I. B) I.H 1.)4 1.60 1.1) 

~!r.! 
V.lu .. 1II4.'B 1,92.94 6~1.16 801..71 1143.70 U6.'~ '16:29 '9).60 ~J1.U 

hHi hROU, 
V.I ... UlLQ!t J.ZI12.62 Z.l6§.ZI! l...UI,..ll Z.'20 .11' Z.Z!!2.1I1 Z.ZH.a l...}Q.Q..ll 1. ill " a 

lJ. V.lu •• I •• lllion US .011., •• 

Source: PlannIng and Development Division taken from [World Bank (1987) • TilLle ].O9} 
• 
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Project Purpose: 

SUMMARY DESCRIPTIONS OP TA PROJECTS AND 
NON-PROJECT ACTIVITIES UTILIZING ACE RESOURCES FOR 

EQUIPMENT PRO~T 

IRRIGATION SYSTEMS MANAGEMENT (ISM) 
(391-0467) 

ANNEX F 

To increase the capabilities of the institutions involved in irrigation 
planning, design, research, operation and maintenance, and to bring about 
policy changes needed for proper irrigation water management. 

This project was developed in conjunction with the World Bank (IBRD/IDA) with each 
donor's area of participation identified or areas of participation split (i.e., 
rehabilitation, etc.) 

The project implementation is being carried out by components as follows: 

1. Rehabilitation Works 
a. Canals & Drains 
:'. Workshops 

2. Institutional Improvements: Management and Technical Skills Development. 
a. Federal level 
b. Provincial (PID's) 

3. Planning, Policy Implementation and Research 

4. Command Water Management 

The LOP (1983-89) ISM funding level is projected at $65 million. In addition, $52 
milliQn of ACE grant fund were earmarked for commodity procurement. These funds 
have or will be used to procure the following categories of equipment and 
commodities from the United States: 

• Heavy equipment (see attached list) for canal and drain rehabilitation; 
• Irrigation workshop equipment; 
• Spare-parts (for existing/old equipment); 
• Data collection/analysis equipment (ACOP - sedimentation studies); 
• Hydraulic research and design equipment. 

The equipment under the first four categories has been received. Procurement 'Mas 
through the GOP using the services of two PSA's (Connel Brothers for heavy 
equipment and AGEIS for spare and small equipment). Specifications for research 
equipment are under preparation by the ISM TA Research Team (University of 
Idahor~ashington State University and Development Alternatives Inc. (DAI». 
USA-to/ISM personnel assumed an active role in the earlier procurement process. 

DE"ELO£'~(E:-iT ASSOCIATES, I:-iC. __ --J \ 
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MANAGEMENT OF AGRlCUL'!tJ'RAL RESEARCH AND TECHNOLOGY (MART) 
(391-0489) 

Project Purpose: 

Strengthen the performance of the national agricultural research system to 
generate and disseatnate quality and relevant agricultural technologies to the 
fa~ers of Pakistan. 

Implementat~,on of this project is being carried out under five components or 
subject headings but totally inter-related in direction and efforts to attain the 
stated purpose and goal. These components are as follows: 

1. Research Management and Administration (RMA) - Identify problems and then 
causes and propose alternative solutions in the areas of research planning, 
research methods, organization and administration, information flow and 
financial management. Recommendations will be translated into specific 
management improvement interventions for implementation throughout the national 
agricultural research nerwork. 

2. Information Transfer (IT) - The goal is to (a) make research results ~ore 
readily available to the general public and potential end-users; and (b) 
disseminate the information in ways which respond to the needs of the client 
group and to ensure the information's effective utilization. 

3. Training for the Agricultura.l Research Nerwork (TARN') - This component is 
designed to improve the capacity of the agricultural research community in 
Pakistan to identify, meet or carry on staff training programs designed to meet 
Pakistan's personnel requirements in the various research, ex~ension and 
information disciplines required for productive and yertinent research efforts. 

4. Arid Zone Research (AZR) - This component is designed to strengthen capacity. 
and capability of the Arid Zone Research Institute (AZRI) in Baluchistan to 
generate and disseminate ,:uality and relevant technologies aimed at increasing 
agricultural production in Pakistan's non-irrigated areas. 

s. Wheat and Maize Coordinated Programs (WMCP) - This component is designed to 
identify the factors contributing to the large gap between production potential 
and actual production by the farmer as a basis for deva10ping a "farming 
systems research" approach for future research efforts in Pakistan. 

The total LOP level of U.S. funding is 330.0 million. Components funding 
levels are projected as follows: 

RliA 
IT 
TARN 
AZR 
WMCP 

Total 

311,778,000 
3,802,000 
4,065,000 
5,997,000 
4,358,000 

330,000,000 

'--------------------------- DEVELOP!>lEXT ASSOCIATES. I:'lc. __ -...J [ttL 
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Approximat~11 34.6 ~illion for commodity and equipment procurement will be 
provided in addition through ACE with projected distribution by components as 
follows: 

RMA 
IT 
TARN 
AlR 
tolMCP 

Total 

1.50 

0.25 
0.60 
0.15 

-----------------------
32.5 million 

Status: Pakistan Agricultural Research Council (PARC) will from past 
experience procure this equipment through their established GOP 
procurement channels. As of May 1987, 3578,193.93 has been committed 
with zero disbursement to date. Equipmen_ requirements were 
determined by a survey of institutions as to requirements. 

The type of equipmeut and ultimate recipients are as follows: 

1. AlRI (Arid Zone Research Institute) - Quetta 

a. Research Support 
t· 

Farm tractors 
Soil preparation equipment 
Thresher 
Seed cleaner & treatment equipment 
Forage plot harvester 

b. Animal Range Eouipment 

Soil & plant analysis equipment 
Ovens 
Balances 

c. Agronomy 

Seed counter 
Refrigerator (material storage) 
Laboratory equipment 

d. Extension & Communication 

Projector 
Camera 
Plot planter 

e. Meteorological Station 

Datalogger 
r..reather station e~· . .:ipment 

\..-------------------------- DEYELOPlIE:'lT ASSOCIATES. I:'iC. -----' 
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2. Baluchistan P1:-ovince 

Agricultural Research Institute 

Laboratory equipment 
Field plot equipment 
Farm equipment 

3. Sind Province 

F-4 

a. Sind Agricultural University, Tandojam 
b. Sind Agricultural Research Institute, landojam 
c. Sind Horticulture Institute, Mlrpurkhas 
d. Maize and Wheat Research Institute, Dadu 
e. Rice Research Institute, Dokri 
f. Sugarcane Research Institute, Larkana 

Miscellaneous laboratory equipment 

4. Punjab Province 

a. Agricultural University, Faisalabad 
b. Agricultural Research Institute, Faisalabad 
c. Rice Research Institute, Kala Shah Kaku 
d. Barani Agricultural Institute, Chakwal 
e. Barani Agricultural Research Institute, Bahawalpur 

Miscellaneous laboratory equipment 
Research plot equipment 

5. North West Frontier Province 

Agricultural Research Institute, Tamab 
Agricultural University, NWFP, Peshawar 
Cereal Crop Research Institute! Risalpur 

Miscellaneous laboratory equipment 
Research plot equipment 

6. National Agricultural Research Center (NARC) - Islamabad 

Equipment lists under preparation for FY87 procurement. 

DEYELOPlIE:-lT ASSOCIATES. I:'iC. ----J
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Pro jec t Purpose: 

F-S 

TRANSFORMATION AND INTEGRATION OF !HE PROVINCIAL 
AGIUCULTURAL KE'NORX (TIPAN) 

(391-0488) 

To integrate agricultural research in the ~P with agricultural education at 
the university level, improve the quality of education offered and research 
undertaken by the university, and strengthen linkage with agricultural 
ex~ension through a problem-solving, farmer-oriented out=each program at the 
uni'lersity. 

The project will be implemented in three phases. The implementation of each 
successive phase will be preceded by a comprehensive evaluation of activities under 
the prior phase. These phases may be best characterized as follows: 

Phase I - Key features of AU's institutional development will ha'le been put into 
place and construction and equipping of the most needed campus 
physical facilities completed or nearing completion. 

Phase II - Institutional development will be at a stage where major aspects of 
teaching, research and outreach programs have been established to a 
greatly improved but not yet completed agricultural university in the 
molFp. 

Phase III - Will be concentrated on quality improvement in the teaching program 
and in research administration. The outreach program and external 
linkage '~ll be fully developed. 

An initial ESF grant of ~35.5 million has been outlined for Phase.I. Subject to 
satisfactory performance and progress achieved under Phase I, the Mission will seek 
authorization amendments to increase the level of funding by Sll.5 million and 58 
million respectively to a total of $55 million for all three phases of the ll-year 
project. In addition it is proposed that 33.0 million be provided under the ACE 
program for commodities and equipment for Phase I ana an additional $2.0 million in 
Phase II for a total of i5.0 million. Procurement will be undertaken by the 
University of Illinois (Cont=actor) using the university procurement services. 

Status: 

33.0 million of ACE resources committed by a FRLC. The payment made is through 
the University of Illinois procurement system under a Federal Reserve Letter of 
Commit~ent. The U or I contract authorizes this type of procurement mode. The 
general categories of equipment includes laboratory equipment and research 
station equipment. Portions of this equipment have arrived on site. 

3I2lD 
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Project Purpose: 

F-6 

BALUCHIS'l'AN AB..EA DEVELOPMENT (BALAD) 

(391-0479) 

To accelerate the integration of the Makran Division of Baluchistan into the 
socio-economic mainstream of Pakistan and to improve the quality of life in 
Makran through improving roads, water and agricultural infrastructure and 
strengthening Provincial and Divisional planning, management and human 
resources. 

Project activities include: 

1. Road construction, upgrading and maintenance; 
2. Water sector (irrigation, impoundment, control) improvements; and 
3. Strengthening of Provincial and Divisiou planning and management capabilities. 

The LOP (1984-89) BALAD funding level is projected at $40 million. In addition, 
$4.7 million of ACE grant funds w~re earmarked for commodity procurement in support 
of the BAL\D Project activities. These funds have been or will be used to procure 
in the U.S. the following categories of equipment: 

Irrigation and Power Depart~ent (small dam construction, diversions, "Karez" 
maintenance) 

• Earth moving & support equipment 
• Compaction equipment 
• Surveying equipment 
• Water flow instrumentation 
• Heavy equipment transport components 
• Drilling equipment 

Communication and Works Department (road construction and maintenance) 

• Surveying equipment 
• Heavy equipment and support equipment 
• Dump trucks 
• Concrete mixers 
• Aircompressors 
• Heavy equipment t=ansport equipment 
• Maintenance shop equipment 

Agriculture Depart~ent (extension - demonstration) 

• Fa~ tractors and implements 

• Land planes 

• Survey equipment 

• Flumes 

• Office equipment 
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The procurement ~as through a host country letter of credit. However, USAlD/CMO 
assumed the major responsibility for this procurement because the Baluchistan 
officials had no prior experience in procurement of this type. 

All procurement of the first tranche has been completed, with approximately 85-90 
percent of the equipment on site. 

Project Purpose: 

FOOD SECURITY MANAGEMEN1' (FSM) 
(391-0491) 

To improve the analytical and policy formulation framework, the managerial 
capabilities, and the physical capacity of the GOP to manage the ~~~ional food 
security system effectively and efficiently. 

The project was designed to be implemented through three components with 
implementation carried out independently but linked at key points. The three 
components are as follows: 

1. Economic and Policy Analysis (EPA) - includes the establishment of an 
economic analysis network and a special studies program to address key 
issues in the food security area. 

2. Agricultural Data Collection (ADC) - will modify the existing basic 
agricultural statistics collection system with a more accurate and efficient 
system designed around the area sampling f=ame (ASF) concept. 

3. Post Harvest Management (PHM) - will assist the GOP to improve its national 
grain stJrage system. (The public sector is viewed as being the prime 
sector for involveme~t and leader for at least a decade - private sector 
involvement only with policy modifications.) 

The LOP (1984-89) FSM funding level is projected at $35.0 million. In addition 
30.9 million of ACE grant funds have been earmarked for direct commodity support to 
the FSH project. Procurement of computers to strengthen the data collection and 
analysis capacity will be through the issl!:,-~e of a Plolc for standard AlDN 
procurement procedures. 

Project Goal: 

FORESTRY PLANNING AND DEVELOPMENT (FPD) 
(391-0481) 

The primary goal of ?PD is to help Pakistan increase its indigenous energy 
supplies and to achieve energy self-sufficiency. Its secondary goal is to 
reverse the process of deforestation. 
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P!'o jec t ?uroose: 

To strengthen the capability of federal, provincial, and local institutions to 
design, implement and evaluate policies and programs for increasing the 
production of fuelwood and timber and to demonstrate the economic and social 
feasibility of producing tree crops on privately-owned farms and range lands. 

The implementation will be carried out in three closely-related project components: 

1. Institutional and ~anpower development; 
2. Far.D and energy forest~ research; and 
3. Farm and energy forestry field operational activities. 

The LOP (1983-90) FPD funding level is projected at 525.0 million. In addition, 
33.5 million of ACE grant funds have been earmarked for commodity procurement in 
support of the PFD project. 

The equipment was procured by the Pakistani Embassy in Washington based on the 
issuance of letters of commitment. All equipment has been procured and delivered 
to the site. This procurement was for the following: 

1. Irrigation Plantation - Sind (mine support timber production) 

• Heavy equipment 
• Farm tractors and equipment components 
• Surveying equipruent 

2. Forestry Institute .. Peshawar 

• Miscellaneous laboratory equipment 
• Field research equipment 
• Teaching and training equipment 
• Extension support equipment 

Project Purpose: 

NWFP AREA DEVELO PMENT (NWF AD) 
(F ADOON-AMAZAl AREA DEVELO PMENT) 

(391-0485) 

To change the Gadoon Amazai area economy from one based primarily on poppy 
cultivation to a diversified agricultural and non-agricultural system with 
strong ties to the national economy. 

The project is designed around two distinct programs of action: (1) effective 
implementation of a plan to enforce the existing ban on poppy cultivation, and (2) 
a USAlD/GOP development ~rogr~m that will ~inance developoent activities in the 
project area. 

\. 
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!he development program will be implemented in inter-related phases: 

Phase I. Improve transport and other infrastructure and laying the groundwork 
for Phase II. 

Phase II. Agricultural development, infrastructure construction, off-far.D 
employment. 

ACE resources (approximately iO.4 million) will be utilized to support the 
agricultural development program. Limited commodities and equipment '~ll be 
imported to support a program of on-farm trials and demonstration, and distribution 
of improverl seed. 

NON-PROJECT ACTIVITIES 

NORTHWEST FRONTIER PROVrnCE 

Six million dollars of ACE funds has been allocated for the procurement of heavy 
equipment for rural ro~d construction and maintenance. A request for the 
initiation of the procurement has yet to be received from the GOP. 

WARSAK HIGH LIFT PUMPING STATION 

ACE funds (31. 3 million) have been allocated for the procurement of flve 
replacement pumps (replacemen~ necessary because of scouring due to heavy silt 
load) at the Warsak Station. A contract has been signed for the manufacture of 
these pumps. 

CENTER FOR THE ADVANCEMENT OF MOLECULAR. BIOLOGY (~l.z. 
UNIVERSITY OF THE PUNJAB, LAHORE 

ACE funds (30.44 million) have been allocated for the purchase of research and 
laboratory equipment for C~~. The center, located at the University of the 
Punjab, Lahore, is structured to carry on basic research in plant and animal 
diseases. Through a genetic engineering approach they are seeking ways of 
affecting control measures. An example is the addition of a characteristic of a 
yeast chain to the chickpea so that the chickpea is resistant to certain virus 
caused diseases (a major factor in chickpea production). The ACE equipment will be 
used for such research. Specifications for the equipment have be~n prepared by 
members of Johns Hopkins Uni·/ersity. Procurement will be by the Pakistan 
Agriculture Research Council (PARC) through their established procurement channels. 

31210 
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ANNEX G 

ACE CO~~ODITIES I~ORTED 

Fertizer - OAF 
TSP 

Wheat 

Cotton 

Equipment * 
Project 

ISM 
MART 
BALAD 
TIPAN 
FPC 
FSM 
m-lFAD 

Non Project 

Warsak high lift pumps 
CAME 
NWFP Roads 
Misc. 

Total Equip. 

831,488 MT 
10,500 MT 

557,468 ~T 

56,637 Bales 

Million Dollars 

51.8 
5.6 
4.7 
3.2 
3.5 

.9 

.4 

(70.1) 

1.30 
.44 

6.00 
2.60 

(10.34) 

80.45 

* General categories of equipment included in Annex F, 
Project Descriptions. 
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ECE COft1MODITIES IMPORTED 

Bid No.: 39l-0486-GSP/86l/031/PRQ-Ol 

Drilling spares and accessories 
TrucK mounted rotary cum diamond core 
Mud/Rig Laboratory Equipment 
Mud Chemicals 
Transport Equipment 
Misc. Equip. (Meters) 
Time & Frequency IP Transmitter ~ Receiver 
Hard Rock Pressure Drill 
Geophysical Logging Equipment 
Petrology & ~Iineralogy Lab Equipment 

39l-0486-WAPOA/85/T - Lots I & II 

Spare parts for Gas Turbine Power 
Station Shahdara 

391-0486/WAPOA/85/CEH/P&S - Lot III 

Spare parts for Steam Power Station 
IIi sha tabad. 
Truck Mounted 40 Ton capacity Cranes 
for Warsak Power Station 

391-0486/WAPDA/86/D-Ol 

Equipment & Commodities for Power 
Distribution System. 
(Current Voltage Transformers, 
Sub-standard Volt/Ammecers, 
P.F. Meters, H.V. Detector, 
Megger, Watt/Var Recorder, 
Transformer Turn Ratio Test Set, 
Cable Fault Indicator, 
Infra-red Thermometer, etc. 

39l-0486/WAPDA/86/STG-Ol 

Measuring & Testing ~quiprnent for 
WAPDA Transmission and Grid Station 

39l-0486/KESC/PUR/Ol/85 

List of spare parts for Korangi 
Thermal Power Station 

List of spare parts for SITE gas Turbine 
power Station and Korangi Gas Turbine Power 
Station. 

Capacitor Banks 



391-0486/KESC/PUR/86-02 

15 KV HT XLPE insulated Aluminium 
!trand Cable(Lot-I, Group A) 
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15 KV Straight through Joint Box (Lot-I, 
Group B) 
11 KV Heat Shrinkaole Cable Termination 
(Lot-I, Group C) 
Spare Parts for KESC Grid Stations 
(Lot-II, Group A, B, C, 0, E, F, G, H, 
I. J, K, and L . 
Spare Parts for KESC Generation Stations 
(i) Korangi Gas Turbine Station (Lot-!II) 
(ii) Korangi Thermal Power Station (Lot-IV, Group A thru I) 
Forklift Trucks (Lot-V) 
Aerial Elbow (Truck r·tounted) (Lot-VI) 
Se1 f Loader (Truck ~tounted) (Lot VII) 
7.5 Ton Mobile Crane (Lot-VIII) 
Energy r·1eters (Lot- IX) 

39l-0486/HDIP/86-0l 

EC:'ipment for Basin Studies Division, 
Islamabad (Lot I) 
Equipment for POL Labs. Karachi (Lot II) 
List of Equipment/Machinery for Compressed 
Natural Gas in automobiles (Lot III) 
Equipment for Combustion Engineering Laboratory 
(Lot ~V) 
Equipment for Pilot Plant Station for Process 
Development Training (Lot V) 

39l-0486/0GDC/87-01 

Seismic Equipment, Well 
Velocity Equipment, Geophone Stringes, 
Cables, Vibrators, Spare Parts 

Data Telecommunication Equipment 

~ell Logging Truck Equipment, 
Surface Recording Unit, 
Oscilloscope, Voltmeter, 
Function Generator 

39l-0486/FRC & SEC-PCSIR/86-0l 

Equipment & commodities for Coal 
Al ternate Fuels & Coal Briquettes 
Research, Analyses & Testing 

Equipment for Solar Energy Center 
and Renewable Energy Develnpment 



391-0486/0GDC/84-0l 
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Casing, Casing Accessories, Liner Hangers 
Bits & Nozzles, Diamond Core Heads, 
Well Heads, High Pressure Fittings. 
Mud chemicals, Cement. Cement Additives 
Kelly Cocks, Drill Collars, Steel Wire Ropes, 
Orill Pipe Casing Protectors. Dopes, Gate Valves 

391-0486/WAPOA/86/T-02 

Turbine Blades, Diaphrams and Rotating 
Blades for WAPOA Gas Turbine Power 
Station 

\~\ 
\ 



PLANNED VS. ACTUAL EXPENDITURES 
!!OO.o 

400.0 ~----------------------------~~~--~~~-----------4 

~oo.o 4---------------------~--_+~~~L-------------------~ 
'""'-

Sg 
-:,:a 

~~ 
'-oJ' 

200.0 4-----------------~~~~~--------------------------~ 

100.0 ~----------~--~~~----------------------------

0.0 ~~~~~~~~~~~~~~~~~~~~~~~_r~~~~ 
Sep-e1 Sep-8!5 Sep-e7 Sep-e9 

[J ObifgaHon ~ Planned I!:)(P 

Source: USAID/ARD, March 1987 Quarterly Review 



280.0 

280.0 

~.o 
~o.o 

200.0 

180.0 

..s1' 150.0 

J140.0 

~!120.0 
100.0 

40.0 

eo.o 
.0.0 

20.0 

. ~ j 
0.0 

S.p-81 

a Obligatfan 

Source: U5AID/ AlID, 

H-2 

GRANT 
~"cuttural Ccmmadltt •• ,. tqu~pm.nt 

. ---
/ / ___ 1 

./ .,..~--. 
! -~ . ,-- ~ ........ ~ ... 
~-1 T\ 

1 \ -.:zi7 .......... 
tj 

I~ 
. ~ II 

.1 :.71 . 
.A ....... oJ r, .. / . 

-.I .... -" ... 
0 ..... 

/ , T I 

March 1987 Quarterly Review 

-0\ 



H-3 

LOAN 
220 
210 
200 
190 
H!O 
170 
180 
1:50 
140 

-- 1~0 

]j 120 
110 

~3 100 
'-'" 90 

eo 

-----.-
I / . 
~/ .~ 

I , ."...,....,. 

I 11 - J. II 
..A --'~ 

I / \ ~ 
7 7 YI 
I I ~ 

I r 
----..I r-
I r. 

/J" J 
-~ ./ 

70 
eo 
~o 

40 
~o 

20 
10 

0 

I IiI 
/ r 
I / 

1 • 
I I 
I J 

J ...... 1 
Sep-e~ Sep-e~ Sep-e7 

a Obligatian ~ PlannBd !!:>cp o Acl1ie .... d!:,cp 

Source: USAlD/ARD, March 1987 Quarterly Review 



H-4 

Fertilizer 
900 

Agr4c:uHural o,mmcditt •• It !qu:pm_nt 

. ---------eoo 

700 

r 

I . 

I 
!OO 

$} !5oo 

400 
......, 

300 

200 

/-r 
rl -- -.~ I 

fr ___ 1 / 
r o

--

___ 1 
100 

0 

r?"- - . 

--! 
Output 1 

C Plonn_d + Ac:.,: .... ed 

Source: USAID/ARD, March 1987 Quarterly Review 



" ] 
"0 
0, 

100 

90 

eo 

::'0 

eo 

rn 50 c: 
0 .... 

.-4 

.-4 40 .... 

.:c ...., 
~O 

20 

10 

0 
_". __ Ift_ 

-
Sep-e1 

H-5 

Equipment 
AcJricultural Cammodit:., ck E:qu:~,.,.'ent 

~. 

ft~ 
~~ 

./-f'" 

r,IlJD /-ti 
. 

,,' JfI' 

I
P /~ 

L j 
~ 

JL.J 
Sep-B:3 

a Plcnned 

..,. 

Sep-85 

O'Jtput. 2. 

Sep-B7 

~ Achieved 

?,Jr 
er'od 

QI"~ 

.. 
,f' 

",¥ 

,4' 
,-

Sep-59 

Source: USAlD/ARD, March 1987 Quarterly Review 

.I'T'~ 



...... 
OJ 

""=' 
C 
C1I 

~ 
en 
~ 
0 
J: 
f-4 ....., 

H-6 

Wheat 
800 

500 J 
I 

<1..00 

,JOO 

200 

100 

---------------) o 
Sep-e1 

-----
Sep-B3 

~tput J 
[J Planned + 

Source: USAID/ARD, March 1987 Quarterly Review 

- - -

Sep-87 Sep-89 



90 

eo 

70 

130 

""'-

" '0 50 .C 

JJ~ 
0° .d.0 
CD~ 

'oJ 

:30 

20 

10 

0 ........... ~ ............ ~ .... ~ --,. 

o 

H-7 

Cotton 

--------

I 

I 
~ 

j 

I 

Output .d. 
+ 

Source: USAID/ARD, March 1987 Quarterly Revi~w 

-- -

Sep-67 



H-8 

Private elP 
90 

Aqricultural Ccmmcaiti.s cI:: Equipment 

.... ~--... 
eo 

70 

80 

- ~o 
CD 

E 
c 
0 .. 

4.0 l ~ 

a f-I .. 
:t: 
'-' ~o 

:20 

10 

0 

g( 

/';1 

/ 
.i' 

./ 

/ 
/ 

;I 
-' / 

_ ................. _ .......... / - T 

Sep-81 Sep-B3 Sep-8? Sep-89 

Output 5 
a Planned + Achieved 

Source: USAID/ARD, March 1987 Quarterly Review 



H-9 

Source: USAID!E&E, Harch 1987 Quarterly Review 



r TAT U S 0 F t N PUT 5 H-10 
'. C(JtllOllTIES ANO eaulFl!£lfT ml-04U) 

" cOMtlITlE! 
.•.....• --~ •. SAAMT ----------- ----.----- LOAN ----------- -----PHYSICAl---- ------------------------------- ._----------------

-. --.~-.---- t 000 •• --_ •• --- ••• ------- • 000 -.-_.----- •• ---._---_ •• -----
• PI.~ ~hl!y._ D'!b.r~!_ Pt'nntd Achl.,.d GI~b."._ PI'nn.d Achl.y.d ASS E 5 $ ~ E If T 

50,000 ~O,OOO o 50,000 30,600 2,312 o 
.. - ----... -------------------- --------------------------- ------------------ -------------------------_._---_.-._------------.• , 
·.1 
-8f 
-82 
-82 
-t2 
·83 
.. 3 
-83 
-n 
·u 
-84 
-84 
-14 
-8~ 
-OS 
-8S 
-95 
-96 
-9b 
-96 
-96-
-97 

,-97 
,-97 
. -97 
-99 

1-99 
t-B9 
:-98 
. 89 
,-89 
,-89 
:-99 
r -qO 

"-90 
o-qO 
(-90' 
t -q 1 
n-..91 
p-91 
c-91 
, .. 92 

~,ooo 

~,11OO 

~,O~ 

2.50(1 
2~ 50(1 

b,~OO 

6,OO{l 
~.OM 

1.1)00 
4,0011 

1.435 
1,892 

626 
I, SOO 

10,000 
15,000 
10,000 
9,547 

2J06 
2t~OO 
2,~OO 
2,SOO 
2,500 
2,500 
2,500 
9,500 

~,ooo 

7,000 
7,000 
7,000 

5,934 
I, ~OO 

14,000 
10,000 
2,566 

~,312 

PR06RESS 

Th. d •• and Jar rubllc Spetor continUf' to b. 
hlqh. Proqr!!5 in Prlvltr Sf!tor contlnu" to 
b. 51a. d'5111l1! rfvl!ion oJ thr, taJI,uI lotln 
Iiounl Ind Inerfatfd payback Derlod, 

PR08LEIIS 

A! Yl!t lh.r. 15 no 'ov'l,nl oJ ptivatp ~'ctor 
lund., 
ACTIONS PLANNED 

It I! propo.ed lo lran511!r approrllall!ly '(0 
lillian lOin lund! to to the Public Srclor on 
I ••• dlll! ba!ls and another '10 Illllon lor a 
~.r:ond prior Ity I hl. II lh! Pr Ival!! Srclor 
obJ.ctIY' i. not Ichil!vl!d in~plt' 01 our very 
be!t ~flotl5 lhen the tl!laininq balanc!! will 
,Iso bl! utilll~d by lhl! Public Sl!ctor, 

n-92 Source: USAID!E&E, March 1987 C}uarterly Review 
p-92 
c-92 
r -93~ 
,,-9~· 

p·93 
c-93 
r-94 

I"""'~~II .. L! ~I'.""" " ... , i •. I" *r fl 1'). " .r::; 
I 

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



- • r- ' -• ..:s._ .. -:: 
. • 1 • 
,~ ... 

, " . 
- r '~s ~ ':'j·lNL.;i';L ::. :. = .:: r .~:. ": _~ r" 9 5 :J f 

, ~ 
• , 1 ::-,= :'; . .3. 

=tJO~C:- ::'-..::.1"-;: ~3 : _i', 
~ U I: ale ~~, - .. - ~ '-I '.: ":'': r -?,...' ;. : : 

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

. . , 
.\ ... , 

3 . 

..... 

PubllC Development ~C~lvltlas 

l , 

" .. 
, -. 

::1. 

~grtcultur~l ~esaarch 

rrrly.:.tl.Jn 
~grl~wl~ur;l ~~uc~tlan 

=\1.Jra: ~E"t:-t-=C'i",~nt 

::1-. ~ r:J .' 
;:: ''JP L~ ~ ::,:: J. ·=n 
r;f;:o.=.. t .-, 

1~8o!.~ ~·;87~f _ ?S3~~ ~ '89.:.~ 

::. ()c) 

:", ·)(1 

.! • ,:H) 

:~,3~ 

-I .... ..,.. 

s~J.~ 

, , ... 

L , ,)(1 

::, 1 t 

::;r::·CF. ----- .... 

l). HID .Jp.::t'-.:,tll1g =::'pen5'::5 ,TI''"I.l"5t F,.tnds) 

, r , . 

:4. 

;:0 • 

c. 

D. 

. .. 
.:..~ 

The GCP pra.,J~~ ~~~;t Funds ~rom regular cudgetary rescur~as. ~at l~c~l 

t::"d"r-.;?r.c·:J ~ .. -Qc"'::·~d:;. 

"'-'r! 

r- ______ • 

=. .. ~_. "= I , := c.:'" J 

-,,-, , - -
~, ,..,: ..... ,'-

I""'" L _\1 ; ~' .... 

.. ~ ~ - , ... 
_, I =, ;j':: ~ 

.."., -­
_~. ,_II 

.:::.+. ::7 
-.1 -.-., _"'t'. _, I 

~·Jc t 

I·~. ;:, • 

. --- . -• '_.;i.l"., J. t:' 

t : 

'I. ~. 

.... ,., ,­
'-';' 'T .. 

,",nd 

'- ... 
'~L .. ' I :~r~~~.1~j ~~:i e .. peGdltures 

~_~I~It? jwl.",t: ,:,r'Jgr";,TIITIl,-,g iN::.1: 
• - - __ oJ "" 1 '"_ 

'_ .~lllill _ '-i ... .to ,::; z-.r .• r r'" .J,T, .1. 

np 
\ 



= : =.J : 
';"~I:Jic. '4

1 i: = C .. ,:JG.-:.-:.:. :_,"'';5 
. :t t t :';-1 ': h.: ,J. ~. :: C: ~ ,ir 

I-2 

, - .. . 
__ I .... ... -~ 

ra ',:;._~:. , -:..: :n ::. ~ • :\i'i ~ " , , 

---------------------------------------------------------------------------1 

! : . 

, ..... 

'::' -', 

:J. 

, -. 

: (" r 1 g Ii t 1 wII 

~gr:cult~~al ~~wCatlan 
S,j u,:.a r: :. r:Jn 

?~~Ula~l~n P:~nn~~g 

E .. pens.?:5 

t '"186 

~t;::~e.6 

::6. I) 

-'-' .' 

l.: 
i. .1, :; 

I ~,-­.:. ,c. 

1 - ... .: 
,. .• -J 

, - .. ,-. ~.= 
~.= -------

..! •• C" 

.:. ::':J • r 
f . 
I 

rhe ,::;CF' ~"-':J"ldes Ir-,.,.;;t ,=I_II'IUS f~'Jm ,-~gLll~r ::;I.\~';l';::tar-l r::SCl.lr-':::::. 

curr~nCj ~r0ceed~. 

:",.:)t 

Th.;:. ',,8:\('5 r-o.?1""t?r- t·.: ~~~ :='_,;·,1 ;t.·:\rt 

t i-, e ~ .. ::. :; n L!.:. t r_~:- -? '3 .? r- -? T':\ ': t: .; :.. I? • 

.J D : t ],;~:':: L1 ~ n :.:- r:- ~ r- ,_: ~ :? 2 j 1 n g U. '3 • 

,~ - I • . I- •• 
r.;\t , :;. .... :" .. ~.= ~. 

, .... 
~O. 

, ,-,"", - - ...... , 
...... :J / • ,,;) • .: / 

I" _ . 
-' . 

'''''' ... -I, II:.:' 

'~ .. : :.. '-I wt-,l L· .... , 

;olln':!:5 "'I~.?r t 

, ,-
-J, .:). [' 

_ .•• .., -, J. 

- r ,.:. : 

:38 and 



1-3 
~GRr~~L7~R~L ~JMMGCI~:~5 ~~O ~:L::~E" ~cGJF~~ 

~3~!MATEO 3ALE ?FCC~~:~ 

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

us FY:' Cammod 1 t'l G,'L 

01 SbLII"'Se­

ment 1" 
~M1i) 

Quan1: 
1 t 'y:/ 
(i'1T/8Ci:a:;; 

GCR 
;:'l'"lce::'­

',~::; ) . ~F.; . 

=F'( 

.:. •. .: -?I-, u . 
r ,~",r 

------------------------------------------------------------------------------
~!.-,~; 
,= -::1'" t 1 1 , :: '21'" 

e:i_~'~ 
F 81'" -r:. 1 1 1 :: er-

. -, 

F8,-~~~l.:8r :,;: 
Cot ton ,~" 
Cotten 
Cot+:.an Shlpment 

C::C21 
r':?r-t.:.l L ::t?,- .::JI 

L 
, 
l.... 

'j 

G 

, 
'-

. ,-c­
" • - I _ 

. .: , 

.' fI -,0"+ 

1 fI <'~:3c' 
t () .. '-;:'5:-' 

l' \.-? • :S " l 

-.... .., ... -.-p 
_.:.: ~ -.' I 

F2r::ll::er" ~nlpment 

t'Jhe;-.'.:, 
u 
(j 

..:>.5:34 
34.1),,)1) 

;- , ~I)() , IL. __ It.. 

WI.l:."o. l-
., 

~"" 
~.!.._:2=l 

"ins<.:. t 
L.Jhl~-;.t 

..... , 
::'1._:2:::: 

~ : , 

F,~t-t.:.: :::'~r 

1 " 
r~ _ 
• I.e 

Ch . .'. a r I t. 1 ~.' r .~ r­
Fer-t!Li..;'-::Ot-: 

- -- ... - - . '_u .... '- ' . .1' I • 

,-
u 

i,j 

L 

L 

':.JS::; 

• _ •• -4 
:-.... :: =.J._,'II~'..J 

- - ~ I... __ 

"= L .... --:or 

":'!J. '7 /:1(/ 

.~ ~ ::, .~ (l () 

'c:--
.'....J .' 

t~ glv6G ~n ~umoer 

:; ~ 1 : 1 n q ) r- 1 '::' ~ :~ r-

.1 ,_,·?r-' :;-'/(:11'''' ~...;:: -;.-:1l t2 PI-lI.:0. 

- ..... _~ l; ~ :; c.\ L ~ ::. r- • ': a .~ r 

,~ r 

- . ,', 
_ .. .!.;r.;.·.' ... '. 

:: .. ~o'.: .. ~: I 

.', 1 -; :- • 38 
,'.,. ..... 1"'\,-

-', l, , .. ,~c 

:5').1)() 

::. ::51).1.10 

-' . :::S.-:I\) 

;,-• .:,."n 
•• I __ 

Wc-.,"\ ~ 1:;"'":;. 

, 
-! :;., ... : '-I'; ,.,'~ - \-! 

:i 1 ,':I-.l.j W _ "'0 ;-, 

t: I· :u-. -= i-I e 
0: , • ~; 11 C r, e 

r:2rtl L 1_2 .. -. 
a' , 
...J, 

.:1 , - , I, 

8/ 

F'r":;C Lll"- .:"j 
:-' r- lj~'~ ~::,j ,; 

-, , 
':" 

::, ~r t ~ : l,', -- ., 
:.1/ I '..J 

.. , 
!. ;: • 

.... ,-, , , 
_'1 ... ~'':''.' 

" ~. _ ... ' 
..... -. .,- '., 
'-'7. ""0 ~ 

.-- .~c-1. _'. ",' __ 

.-,-" 'c:',-, 
-: _, -t • ..:J ...J'.' 

-::68. (;:)() 

SCi f :,r. 

·..:ct :',.:jll 

~ , 
..:-

~ - , = ... 

~ ~.' ::,.=s 
:35 .. :;:,!J 

.-c:::" ,-
,~~, ,;j':::J 

,...,C' 1,­
':1-" ')0 

.-c=- ,,-I 
,:J...J" ,.:;..:> 
'-'r::- n, 
O..JI :..,.,::, 

25:'. 

r ~ _ _ _ ..... ~ 
,.. r 0:::. ~~ I : '. .j ~~I-l :...; ~ l-111.:-,-1 3. =J 

71 1. ~ ! ,(:,,", '$ :: i) .':; ITI l. 1 !. : .. : ra 
pl--:Ce":-C1' ,~ ;~':5. ~,:J.<") C'..,J 

,ill.'-, Ll:; u'= 2;;.n 

:; .:,:.1 i. :W. 
iJu an t: 1 t l j ~:'~('.<':, ~o:.=?r- "I~ ~"- .. ': 

~I/ 



ANNEX J 

WAPDA GENERATION ltEQUIREMENTS nm.OUGH 1993 

Demand for electric capacity (XW) and energy (GWH) in Pakistan has risen 
rapidly over the past decade at average rates of 9 and 13 percent 
respectively. See Table 1II-7 for their trends. Electricity consumption 
growth is being driven by rising living standards, changing patterns of 
energy use that accompany economic development, and failure to eli~nate 
or substantially reduce subsidized electricity prices. The Sinh ?i'/e 
Year Plan places almost 75 percent of total industrial burden on the 
private sector. 

Table J1 shows that, for WAPDA alone, the price tag to avoid load 
shedding by 1993 will be over $4 billion for generation expansion and 
over $2 billion for corresponding transmission and distribution systems. 
Of the 34 billion, 32.4 billion will represent foreign exchange costs. 
Additional substantial funding will be required for KESC and rural 
electrification generation expansion. 

Since 1981, considerable attention has been directed towards the private 
sector by World Bank and Asian Development Bank. Other donor agencies 
are also making loans available on a lesser scale to private sector 
industries. While their effort is substantial, there remains a huge gap 
in the foreign exchange requirements needed to (1) bridge the gap be~Heen 
energy resource availability and demand, and (2) to increase availability 
to private sector activity to complement public sector activities. A 
successful ECE private sector window and leverage on reducing .the energy 
price subsidies could play a significant role in financing and reducing 
these requirements. 
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TABLE J-1 

WA2DA's Major Generation Projects To Eliminate Load Sheddings by 1993 

Qu-1ine 
Year 

1986-87 

1987-88 

1988-89 

1989-90 

1990-91 

1991-92 

1992-93 

Project Name 

Kot Addu Combustion 

Capacity 
Addition 
(MW) 

Turbines (Units 1-4)........ 400 

Steam Units for Combined 
Cycle operation at Guddu.... 200 

Kot Addu Combustion 
Turbines (Units 5-8)........ 400 
Guddu Gas Turbines.......... 200 

Jamshoro Oil Fired Units 1&2 460 
Combined Cycle Steam Units 
at Kat Ad.du •.............••. 
Additional Combines Cycle 
Steam Units at Guddu •.•••••• 
Mangla Units 9&10 (Hydro) ••• 

Tarbe1a Units 11-14 ••••••••• 
Jamshoro 011 Fired Units 3&4 
Lakhra Fluidized Bed •••••••• 
Combined Cycle Steam 
Units at Faislabad •••••.•••• 
Combined Cycle Steam 
Units at Kotri •••••••••••••• 

200 

100 
200 

1728 
420 
150 

40 

40 

Multan 011 Fired............ 210 
Jamshoro Oil Fired Units 5&6 600 

Chashma Low Head Hydro...... 240 
Jamshoro Oil Fired Unit 7.. 300 
Multan Oil Fired Unit 7..... 210 
r..akhra Coal Fi red. . • • • • • . . • • 500 

Total 6,598MW 

Financing 
Million of Dollars 

TOTAL Foreign 

3165 

3 88* 

3175 
$ 88* 

3367 

3 88 

3 44 
3 89 

3666 
$214 
3300 

S 18 

S 18 

:hoo 
3590 

3100* 
3295 
3100 

31,720 

$4,040 

Exchange Cost 

3 86 

3 45lt 

S 90 
3 45lt 

t.w 

3 45 

S 23 
3 44 

3303 
S 97 
S180 

3 9 

3 9 

3 65 
3366 

3 50lt 

3183 
3 65 
3585 

$2,404 

*Estimated based on installed capacity cost in Pakistan. 
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1. INlRODLCTION: 

SlJoUI'ARY OF THE 
AGRICULTURE SECTOR SUPPORT PROGRAM 

USAID/PAkISTAN - 4/87 

The proposed Agricultural Sector Support Program (ASSP) is desj9"ed t~ 
provide b~lance of payments support to the Government of Pakistan while 
laying the groundwork for sustained agric!lltural growth through 
institutional and structur~l policy refor7lls in the agricultural s~ctor. 
USAID/Pakist~n proposes an initial authorization of 3300 million grant, 
with a second $300 million grant to be authorized at the end of the third 
year if justHied by successful results during the first three years. 

ASSP builds on the economic analysis capabil tt.Y being fosterP.d by the 
Food Security Management (FSM) Project and the successful experience of 
support for pol ic'y refonns and resour'C1! transfers under the Agricul tural 
Commodities and EQuipment (ACE) and Pl-480 Proqrams. ASSP will finance 
detailed studies in the agricultural sector th;tt not only identify key 
constraints but also spell out the costs. benefits, and means of 
implementing the proposed refonn. These analytical sturlfes will form the 
basis of discussions, which will include workshops with public and 
private sp.ctor participants. Subsequentl y the qovernment will rfecirle if 
and how policies or regulations need to be modified. 

ASSP has two different modes of b~l.1nce of payments and budgetary 
support: first, there f s a commodi ty import program (CI P) ,. 1 argely f n 
ferti 1 i zer; and second, there are sector support grants. As stated there 
are two basic purposes for the. Agricultural Sector Support Program. One 
is balance of payments and budget support which is addressed through both 
sp.ctor support grants and commodfty import mechanisms. The second 
purpose of the project fs to increase ~conomic gro""'th in the agric!Jlture 
sector through policy reforms and expanded private ~ector investment and 
participation. The liltter purpose is achieved when both Governments 
agree to a set of self-help m~asures.and institutional, policy or 
administrative changes which will st.imulate the aqricultural ~conomy. 
These aqr~ed upon activities are to be supportive of GOP initiatives and 
five year plan targets. Examples of such wou'ld be USAID activities which 
assisted the Government prior to its making reQulatory changes in the 
edible oils, fertilizer and wheat sub-sectors. 

ASSP will operate in the context of an economy in which structural 
we.1knp.sses seriously threaten the nation's balance of payments situAtion 
and fts abflity to sustain the 1977-86 GNP qrowth rate of 6.5%. The 
extp.rnal sector is chllracterized by a nal"'row export base and re~trictiye 
tnrle pol ides. Measures to f ncrease and broac1en government reventle~ are 
urgently np.eded, while the vast majority of the GOP's interventions into 
th~ economy could more efficip.ntly be rerformed by the private sector in 
a less regu1i1ted en·~ironm(mt. ASSP is designp.rf to hp.lp overcome thesp. 
constraints to sustained economic development. 
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1. Analytical Suooort - This compon@nt will n@lp GOP and USAID 
monitor policy 1nl€latlves clnd impl~ntation tn ara~$ such;ts ed1bl@ 
011. It will also cOl1duct studi@s, '" mutually clqi"'eefJ upon on other 
important topics such as sugar,'rice, cotton, whp.!t, ~nimal fep.d, clnd th@ 
marginal Yalu@ product of frr1g~tion water. The dfffer@nt compon@nts of 
the current Food Security r4anagement Projec t (FSM) wl1l be conti nued 
under ASSP and a~ listed in items two, three and four below. 

2. Economic Analysis Networic (EAN) - By the time ASSP is 
operational, EAN plans co haye 1n place three major research programs in 
eemmmic analy~is, price I1nalysis, and farm mimaqement. The lon!-tenn 
~x~tri dte advi sor, will conti nue tn W()f"ic wi til Pa~ f ~titn; !'e'On()fftis·t~. 
Referenc e document sand 0 ther texts for ecnnomi C /'"eSP.1! rch 1 f bra r1es f n 
the country will be noucjtt. 

3. Agr1 cultur81 Oa u Co 11€-et 10n (AOC) - Under FSM, the ADC 
proj~ t componen tis in the pl'oces s Of mod! ryTng the GOP' s p~sent 
agricultural stat1stics collectfon syster:t to develop ell ,rlore accurate and 
efficient systp.m based on the ara.! sampling fl"ame concept. While the 
pilot sampling areas will h~ve been completed by the time ASSP is in 
operation, a second phase will be needed to implement the area sampling 
frame nat-ionally. AOC will be e'lCpal1ded to improve other types of 
information collected in Pakistan, e.q. price, cost of production, 
1 i'tes tack, etc. 

4. Post~Harvest Manarement (PHM) - The basic goal of PHM is to 
improvp. the managemen t of Pak sta n is natrona 1 grai n storage system. The 
current project component of FSH has conducted studies and will shortly 

'heqin rP.habilitation of public sector storllgp. and improvement of stora~e 
management. Reports Indfcate that private sector inv~stment in storaqe 
waul d be very useful. However, thf $ will require that ~onomic 
inc~ntives support fnvestment in this critical area •. If this wp.re to 
occur ~ pilot effort to p.xamine various types of modern bulk storage for 
cereal grains would be appropriate. A pflot project in bulk storagp. 
woul rl f rientify the bes t way sin wh1 ch to convert the presen t bag stor~!te 
to a more efficient bulk s·ystem. This might he a ttlrget for financing 
under ASSP. 

5. TrainirW: Under the. trafning componE'nt IJSAID will ffr.ance 
scholarships for ~istani nationals (employed in the publfc ~nd pr1v~te 
sectors) to study in hnerica. These scholarships are for training in a 
broad range of subjects related to agriculture and agro-fndustry 
f nc I udi ng food tech,1o logy rlnd processi"9 t agri bus f ness admi nis tra ti on, 
agronomy, genetics, soil sciences and agricultural econO«lic$. Traininq 
programs would also be organized in Pakistan under the auspices of 
institutions such ~s the Lahore Business School, universities, resp-arch 
stations and/or trade organizations. 

II I. £STlf.'ATEO BUDGET 

The ASS? budget, pending the availability of funds and bflateral 
rlpprovfi" •. wf] I be dPproximately S100 million per year. After the first 
year, Funds ~val'ahflfty ~fl1 he condftfohed upon a jofnt rp.v1ew ann 
positive results reqardlng the accomplishment of sel f-help mp.asures and 



I I. PROORN~ ELEMENTS 

A. Sector Sup20rt Gr.nts 

The sector support grant mechanism is straight Forward. During the first 
year an agenda of policy rP.fonn and self-help measures is agr~ed to. 
Oncp. this is done a transfer of dollars is made from the U.S. Government 
to the Government of Pakist~n. Funrls are placp.d in a ~edicated account 
and used by the GOP for Its foreign exchange nee~s. Their use should b~ 
for developmental and growth .purposes but they can also be IIsed For debt 
repayment to the US or other friendly non-communist Governments. The:us! 
of foreign exchar.qe f s primari1y restricted to good sense aild those ' 
usages which will be vi~wed favourably by the United States Congr~ss. 
The grants will also resul t in an equivalent "generation" of rUDees. 
These rupees will be attributed, much as they are fn the Pl 480 progra~, 
to developmental budgetary line items. However, they may also, as 
mutually agreed upon, be used to support innovative developmental 
activities such as development of close institutional lfnks between 
agricult.ural education and resean:h in the Sind or Punjab, nther 
institutional reforms, local costs for lr'rlqation or drain~ge works and 
the 1 ike. Both foreign exchange and local currencies must be placed in 
special accounts and their usage reported on periodically. 

B. .Commodi ty Import Program 

This component of ASSP would finance fertilizer imports, other 
aqricul tura 1 corrmodity imports when needed (such a s wheat, cotto n). 
feedgrains, ~nd equipment for projects ~~ agriculture and rural 
devp.lopment. As was done und~r ACE, most conwnodit.v transfers -- with the 
possible exception of emergency commodities (natural dis~sters) -- would 
be supportive of policy and/or institut'lonal ch;!nges. 

A CIP lends itself to reform where im~'0r1:ed c.ormnodities are closely 
relatp.d to po1L;y change. The CI? might include the impor1:ittion of 
equipment to support policy change in irrigation or food grains to 
support pol icy reform in the 1 ivestocle sector. Whi1~ a numher of 
different commodities may be imported under the CIP, it is expected that 
the grea t bu1 Ie c f import f1 nanc i n9 wi 11 be for nAP f erti 1 i zer. 
Projections indicate that five nlilHon tons of DAP would be required to 
me~t the countrJ's phosphatic fertilizer needs over ASSP's six year 
1 ffe. The 11. S. is now providing 30-35~ of the country's phosphate 
fertil izer ,nports. That proportion (about 3tn) of the five million ton 
1988-93 import requirement amounts to a total of 1.5 million tons. or an 
ave,"age of 250,000 tons annually. At ~tlrrent prices, the delivered cost 
to the Karachi port would be about $65 million annually. We are 
proposing to finance at least $40 million dollars annually. 

C. Technical Assistance, Training, and Analytical Support (TATA) 

The TATA component of ASSP will provide tratning for private and public 
sector per~j41np.l as well as technical assistanc!! to the GOP for the 
following typ~s ~f analyses: 1) m~cro-economic analysis of P~kistan' s 
~qricultllrCt'1 sector; /.) policy studi~s to support requlatory change; 3) 
agribusines! studies; and 4) study of special topics in aqri~ultural 
research, prorluction, and irriqatlon. . 
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r@foMns. If fundS are available, ASSP can be started In US FY 1987 with 
1988 being the first yp.ar of full implement~t1on. 

Budge t for FY 1987. 

Budget for FY, 1988 

Se,:tor Sup~rt Pro9"!fW 
Commodity Import Program 
Training & An~lyt1cal Work 

Tota 1 : 

ARD:RHGoldman:ar:4/16/87 
Id.OJ90V 

Illustrative Budget 

~ 6-30 million (to be 
rj~termf ned) 

$ 50 111111 f on 

i 50 million 
- million (preffnanced FY 198! 

$ 100 million (Grant) 

(\,: L 
, • J 
II 
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~.~.u. CVALUJ.\IIUr~ ~UIVIMAHY PART I ANNEX L 
(BEFORE FII.l.lNG OUT THIS FORM, Rf.'.AO THE ATT'ACHED INSTRUCTIONS) 

A. REPORTING A.I.D. UNIT: 8. 'NAS EVA1.UAnON SCHEl,)UI.£O IN 
CURRENT FY AHNUAl EVA1.UAnON pu.N? 

c. !VALUAnON nMING 

USAID I ISLAl.\fAnAD 
(MiUlon or IoJDfW Offie.) 

inutnm il finaJ 0 l'i POlt 0 otnlr 0 
)1M I!I .IIpped 0 ad hoc CJ 

(ES# EveJ. PIAn SubmilalOn eat.: r:y a 
D. ACTIV1TY OR ACTMTlES EVALUATED (Ult the following Information (Of projec1(I) Of pt09r1m(a) ~: 

Proj'ct I 

391-0468 

If not appllcabl., lI.t title and ,tate 0' the ftaluaoon ,.;port) 

Protact/PrOQram ntl. 
(or tlUe &. dll' 01 
evlJu won report) 

Flm PROAG 
Of 'Quival.nt 

(FY) 

Agricultural Commodities & Equipment ?rogram 1983 

3Q1-0486 Energy Co~odities ~ Equipment Program 1985 

Most 
~ 

PACO 
(mo/yr) 

Planned Amount 
LOP Obligated 
Cost to Dall 
[000) ('000) 

S4iS,000 S390,0 0 

100,000 100,0 0 

i- L-______________________________________________________________________________________ ..J 

I 

t 
i-­
I 
L 
;:: 
Co) 
-: 
I 

I. 

E. ACTION DECISIONS APPROVED BY MISSION OR AJD(W OFFICE DIRECTOR 

ActIon(I) Alquirld 

Name 01 otIIOtr 
nnpontibl.1ot 

~on 

Dall Action 
to be 

Completed 

(Attach .xtra an"! if nee.ssaJY) 

F. DATE OF MISSION OR AJD;W OFFICE RE\IlEW OF EVALUA1_ IN: ntO_ day_ yr_ 

G. APPROVALS OF EVAl,UAnON SUMMARY AND ACTION DECISIONS: 

$jgnlturl 
Typed Name 

ProJlct/Program 
Offie.r 

0.1.: ____ _ 

P..prl .. ntauve of 
Borrower /Gtantte 

o.tt: __ _ 

Evaluation 
Officer 

OI1e: ____ _ 

MIuion or AJD (W Office 
OIrtctor 

O'tt: ____ _ 
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It. EVALlJAnOHABSTRACT (donotaoMdU..,.,.pnMded) This '..las Cin C!valuation of t'JO sector-orientec 
commodity import programs (CIPs) in ?akistan, agriculture (ACE), authorized :or 54i5 ~ll~ 
ion for six years, and energy (ECE), authroized for SlOO million over four years. Both 
sectors rank highest in development priority for USAID and GOP. Evaluators interviewed 
officials in the GOP, the private and public sectors and in banks, and reviewed documen­
tation and statistics provided by the USAID, including CDSS of April 1987. 

The initial design stressed rapid disbursements for balance of payments support and 
included private sector windows in both programs. Totalling S50 million, those windows 
remain virtually unused bec3use of high U.S. product costs, availability of ocher foreigr 
exchange, increased competition tor markets by other countries and regulatory restraints 
imposed by the GOP. Evaluators confi~ed studies made by USAID concerning ~ajor obstacl sf 

Public sector funds are in great demand as GOP agencies are less concerned with dolla 
costs and there is ?ressuLe on agencies to utilize ClP funds. To date, ACE has disbursed 
over S360 million of 5390 million obligated in both grant and loan funds; over 80~ of 
ACE funds have been used for fast moving bulk commodities, wheat, cotton and fertlizers. 
The remainder is for agricultural equipment and machinery for the support of seven USAID 
projects and will have a development impact commensurate with that of the projects. 

ECE commodities are in general support of the energy sector, primarily electric ~ener 
ation, but including oil, gas and coal, but they are not in support of specific USAID 
energy projects. The impact of those commodities on development promises to be positive 
ECE has disbursed S9.7 million of the SlOO million obligated, with S50 million committed 
to specific transactions. There is a significant pent-up demand in the private sector. 

Overall, both programs are managed efficiently by USAID and coordination within the 
Mission and with the GOP is effective. Major bottlenecks occur on the GOP side in speci 
fication drafting and bid evaluations. Substantial training and technical is required. 

The report recommends continuation of the public sector activities in both programs, 
but the continuation of the private sector windows for only six months pending a reexam­
ination by the ~ission of the current value and validity of the private sector wi~dows 
against the staff time expended on promoting that activity and an empirical determinatio 
of the effect of the lowering of the interest rates chacged by local banks to importers. 
Another evaluation of both ACE and ECE should be scheduled for the spring of 1988 to 
assess the utilization and developmenc impact of the balance of the machinery and equipm n~ 

The major lessons learned are that USAIDs and AID/W should be chary about burdening 
[P~ with rapid disbursement objectives when their commodity content makes them more suitable 

for development (this is particularly true for sector-oriented CIPs) I and designers of 
ri~ate sector windows in CIPs should analyze more carefully the real demand for private 
lr icipation by taking into consideration the availability of foreign exchange, the competi­
io~ for U.S. commodities from other countries, and the outselling ane outservicing of U.S. 

n 

" ::l 
) 

firms by others, particularly the Japanese. 

L EVAUJAnON COSTS 

1. Evaluation ream 

Contractor: Development Associates, Arli~gton, VA 
Contract lQC PDC-0085-I-OO-6098-00 

Name Atfiliatlon 

Stanley J. Siegel,Dev. Associates 
C. Blair. Allen, Dev. Associates 
Richard Sines, Dev. Associates 
S. Dhar, Development Associates 

2. Mission/OffiC1l Professionll 
StaN Ptrson·Cays (lsnm.lt) 

Contract Number Q8 
4IDtl~DlYI 
'37 days 
37 days 
37 days 

Contrar.1 Cost QB 
TOY Colt (USS) 

Source 01 
MInds 

3. Borrower lartnt" PTofession.1 0 
StaH Person· DIY' (tSllmlttl-=-':" 
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A.I.D. EVALUATION SUMMARY PART II 

J. SUMMARY Of' !VALUAnON fiNDINGS, CONClUSIONS AND AECOMM!NDATJONS (Try not 10 UOMd tIM 3 pav •• provfded) 
AddrMa tIM followtnt Item.: 

• Purpote of 1ICtMty(\H) tvaJu.~ • Principal r.oomrnendatlo." 
• Pu~ of evaluation and ~odology uMd • L.ttsona I.amld 
• Finding. and conduaiona (relat. 10 questions) 

Million or OffIce: USAID / IS~'1ABAD o.w this summary pr.pared: J_u_l....;'! __ 1_9_8_7 _____ _ 

rrtt .. nd oat. of Full Evaluation R.pon: Evaluation Report of Pakistan Agricultural Commodities 
and Equipment Import Program and Energy Commodities and Equipment Import Program 

, \ I 
~ 
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K. ATTACHMENTS (Uaf ea.ullnenu auOmlUecl wtth ttl" £vaJudon S4&mmary; J!l!!X!attacn copy 01 full 
evaluadOt'l Npon. even If one wee .~ Mlfler) 

1. Evaluation Report and Annexes, dated , 1987. 

PAGE 5 

L-----_---J 
L. COMMENTS 8Y MISSION, ~JDfW OfFICE AND BORROWER/GRANTEE 

______________ - _______ --·J(\·I 

\~I) I 



I 

I 
r 
I 
I 
fJ 

I 
I 
I 

A. ~ssiou and ?roiect Evaluated - . 

crSAID/IS~~AD; Evaluacion of che 3475 ~llion Agriculcural Commodicies 
and ~u1~l1lent (;rantltoan P=o~=am, ~0.39l-0468 (ACE) and the hoo 'llillion 
~nergy C~mmodiC!es and ~qui?menr: Grant/Loan ?=ogram, ~0.J91-o4a6 (ECE)j 
~epor: completed July 29,1987, 

3. ?urJose of cb.e Activities !:lvol'ted 

The~e ewo 3I!1:tor""''!peei£!c commodity !.:l!port ?rograms (CI?s) 'ot@~ iesigned 
to (1) provide balance of payments support to the Government of ?akistan 
(GOP) through rapid disbursements of program funds for imports by both 
the public and private sectors of sector-related commodities from Onited 
States sources; (2) increase agricultural productivity; (3) increase 
energy generation capacity; (4) strengthen the private sector in 
Pakistan. Later conditions were imposed through amendments to the 
program obligating documents, such as increasing to 60% the share of 
fertilizer distributed through the private sector. Agriculture and 
energy reeeive high priority in crSAlD's program and are high on the GOP's 
list of priorir:fes in its Sixth (1982-87) and draft Sevent.h (1988-1993) 
Pi ve Year Plans. 

c. Purpose of the Evaluation and Methodologr 

This was a scheduled evaluation f~r each program. ACE was evaluated once 
several months after its inception in 1982; ECE has not been evaluated 
since its inception in 1984. ACE has disbursed over 3267 million out of 
3390 million in obligations; ECE has disbursed 39.7 million of SIOO 
million obligated. Both have performed poorly in the private sector-ACE 
has used only 32.8 million of 330 million obligated for that purpose; ECE 
has disbursed nothing out of 320 million obligated. A primary put1>0se of 
the evaluation is to determine the causes for that non-utilization and 
recommend ways to increase the usage of tnose funds or recommend 
alternate uses for them. Other purposes are to ~~mine alternatives ~o 
CIPs, to assess the economic and development impact of each program, the 
effectiveness of their management, and the effect on the four "pillars" 
of AlD's current development strategy. The four-person team consisted of 
an economist, an agricultural specialist, an energy specialist and a 
procurement specialist (team leader), Asia Near East Bureau (ANE) staff 
briefed the ceam in ~ashington as did OSAID staff in Islamabad. The team 
interviewed other USAlD and Embassy staff, and World Bank and GOP 
officials in Islamabad, Lahore and Karachi as well as private sector 
importers in Lahore and Karachi; cwo ~embers of the team spoke with 
officials of public and private sector banks in Karachi. Interviews were 
unstructured but used to elicit views on obstacles to the increased use 
of the programs, particularly in the private sector. Team members 
visited areas where program commodities were being used or warehoused. 
USAID made available e.xtensi'/e ?t"oject and program documentation along 
'~th GOP and World Bank sCatist!cs. The team examined procurement and 
project files, audit reports, a previous evaluation and recent surleys 
and studies on the private sector problem ?lus ~cro-economic data. All 
sources ~ere seconciary and the team did not generate data independenc17. 

~-------------------------- DE\'ELOP~tE:';" A.:5S0CIATES, l:-lC. -----' 



I 
I 
I 

! 

I 
J 
i 

i 

:: 3ubmi:-::ad :l i=aft :'!?or-:: :'YC: :!1ssion ~::)lm:nen.ts, ::llen. ::,~'r..sed ::lac i=a':-:: 
~e:ore ~ts lepar-::ure. :he cont=3.c~or submi:-::ed ~ :i~al ?roduc~ ~i-::a= 
t'ecei·n.~ elle ~ssion' s ::!..nal c:Jmments l:l :'asil.in~ton. !:'he :01:a1 
evaluation ei=or~ requi:ed 150 ~e=son da~9. 

D. Findiugs, Conclusions and Recommendations (by Chapter) 

1. !he ?rivate Sector ~lndcw9 

Origi~al ~~?ec~acions eor ?rivate sector :lct:i'rit1' 'lnde= t~e CIP "-{ere 
based on studies a.nd 3.ssumpcions ·,yhicb. did ~ot: sui::!cient2.7 :.3.ke i:leo 
~onsideration ::~e 'Tolume of competing :ore!~ ~c~ng'!; ieci,3ions · .... e=e 
made on elle assump~ion that t~e super!ority or u.s. ?roducts '~d 
overcome price differentials. Ex?erience has proven other~se. The 
Mission recently conducted in-depth interviews with private importers 
which indicate the following factors as ~jor obstacles to the use of the 
private sector funds (these were confirmed by the team through its 
interviews with banks and importers): 

(i) high U.S. product and transportation costs; (ii) unfamiliarity 
wi th U. S. products and suppliers; (iii) lack o.t manufacturers' 
representatives in country for service and technical information, 
particularly as compared to Japanese firms; (iv) high interest 
rates (14%) charged by local banks for rupee loans with which to 
buy dollars (including a 3% charge for foreign e~change risk 
cover); (v) lack of information about CIP, particularly in banks; 
(vi) difficulty in obtaining credit from the assigned banks if not 
a custome= (high collateral); (vii) GOP slowness in approving 
import licenses, particularly for traders; (viii) limitations 
imposed by GOP Ministry of Commerce on amounts of transactions for 
traders under the Impact Policy Order (IPO). 

Mission efforts to remove constraints began i~ early 1986 and increased 
markedly in 1987. During the course of this evaluation, the ~~p agreed 
to lower the bank interest rate to 10% from 14%. But no one has yet 
calculated the weight to be gi'len to each of the inhibiting factors noted 
above. The detailing of a Contract Office employee to the Commodity 
Manage~ent Office (~O) has increased pressure on the GOP and is keeping 
the im?ort community aware of the private sector fund availability. 

Recommendations: 

• That USAIn continue pressing t~e GOP to e~empt the ACE a~d ECE 
private sp.ctor windows from the restrictive provisions of the 
Import Policy Order. 

• That the Commodities ~anagement Office continue to publicize the 
program's receut interest rate decre.3.se from 14 to 10 percent and 
continue its cur~~nt media and information campaign to include 
local business groups and c~larubers of commerce. 

• That the Commodities ~ana~ement Offi~e urge the GOP to er?and the 
number of a.pproved applicant bi'lnks to include domestic induetrial 
financial institutions that cater to the pri'late sector and have 
the ability to issue foreign exchange letters of credit a.cceptable 
to U.S. banks. 

( ii) 
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• ~c O'SA.iJ) ::Jnc:':lue JOC~ ~t":' °rata 3ec-:or °n:J.doW's :or .ii:r :1onc~s ::> 
:esc ~~e :~sponse :0 che ~ew ~oW'er :ncar~sc ~~c~s. (3) :lac 1SAlD 
Jl.anagemenc !:e~am1ne e!1e oojecci'res ox :!le ?-.:i'race 3ec::or °rl:ldoW' 
Cc~ •. J. ~hould ::he :.J.r~eced J:'oup oe .ll: ::':::1:3 Jl' just sma.l2. -:lnd 
:1edium :i~s i:J. ::!1e ~lral ~r~a ?). (5) r~ae JSAID :onsi~a!: 
contracti:lg o~th a qualified PaKistani fi~ co dete~ue e~e 
relati'Te ef=ects ot ~acb. pe:-cei'red const:-ai:lt on ehe ;>t'i'Taee 
'r.indoW's. (7) :hac -:1t ::~e a:ld of si:r Jl.ontns, O'SAlD use t~e :esulCs 
of the t~o ot'2vious =ecommendations to ~eacb. a decision on ~hechet' 
to conti:J.ueo the pt"1'rate r.n!ldoW's. (8) That i.f do decision :'s ~eac:'ed 
:0 close the ?rivaca °r.indows lS :lOW' 3t~c::ured, 1SAlD ::':st 
consider tlt:'l:"zi:tg the :unds to ievelop -:l.lcarnati'le oppor-::uo..i :::'es 
:0'1: ~or:.~ ?t ~te set:~:J"t' ?ar.:ici:mtiotl.. ('3) ~a"t :"! ~'~nn:a 
sector pa~icipation ~rojects are not deemed feasible, both ACE and 
ECE privata sectot" funds be transferred to public sector acti'nties 
that support either stabilization efforts, if needed, or projects 
with high developmental impact as ~easured by internal rates of 
return. 

2. Deve1opmen~ ~~pact 

ACE: To date 48% of ACE funds have been obligated for fertilizer 
imports, 25% for wheat, 21% for machinery, and 6% for cotton. Fertilizer 
imports have had the fastest delivery time and most immediate development 
impact through use by farmers; wheat and cotton imports had economic but 
no development impacts. Machinery imports have had a slower development 
impact because of longer procurement time and need to be integrated into 
the pt'ojects for which they were ordered. There was delayed utilization 
of some machinery because of slow project implementation, but those 
defects have been co~ected. The potential impact of the machinery is . 
extremely high as it is primarily for aSAlD-designed and implemented 
projects. Fertilizer has contributed to the policy dialogue wi~h respect 
to private sector share of distribution and fertilizer pricing. There is 
still much room for i~proving the technology for more effective and 
efficient use of fertilizer by the farmers. 

Machinery will have a dir~ct impact on technology transfer and '~11 
contribute to institution building i~ those entities assisted through 
individual pt'ojects. There is little impact on the ?t'ivate sector per se 
as the projects are in the public secto·c. The pri"ate sector window has 
used only $2.8 miJ~ion dollars siuce 1984. 

Overall, ACE has been e£:ec::i'rely utilized to obtain. the fullest 
development impact while noc ignoring the elP goal of rapid 
dis bursements. Because ACE '..ras ;lUrposel.y designed for dis bursement and 
commodity infusion and not for conditionality, the recently approved 
.\gricultural Sector Support Program (ASSP), which includes a ClF-type 
activity, will have mot'e conditions built in from the beginning, 
including a unique cash transfer element. 

Recommendations: 

• That aSAID ar:-ange an obser/ational trip c~ the United States and 
other count=ies i:l which both the ~ublic and private sector can 
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:Olle~~e-= )ose:--re and com-par!! :~e ~nl:~:-acc:'..on and :,~sl'ec~:"le ':01e5 

'Jf :!1.e ';".10 3ec cors ::1 :ar,:i:,ize:- 3uP911, :i1st=:' Jucion md '.lse. 

• 7hat the GOP ~ke such ?ol:,c1 c~n~es (im-por~,.?r!cia~1 suoSi1: 
:educ':ion, ~=ansl'0rt: costs, i:lt.a!'est r.1ta :e£or:1s :0 :eil-ac~ ::lB.r:<:eC 
rates, 3.nd easing of collateral :equirements) as necessary to 
encourage aud facilitate t~e private sector's ?articipation :n 
promoting ei=icient :er~ilize= use and the suppl7 or ?rovision Jf 
ot~er pr.erequisita production ::l9utS and services. 

• !'aal: crScUD ~ncourage ~~e ;l'r:. 'rata 3ector :ar,::!..l.!.z.er f..:l.dl1S::;:-:l :0 
utilize ~~e t=aini:lg ::esou:o::es ·,f=e:-ea ~o ,=~e ~rivate 3ector as a 
~eans for ?reparing c~e ~:ldust=7 :or an e~panded ~ole i:l 
agricultural development. 

• That, to the extent possible, future equipment procurement be made 
through regular GOP procurement channels. 

ECE. Unlike ACE, the commodities impo~ed under ECE are destined not for 
projects but for specific agencies in the public energy sector, including 
generation, transmission and distribution entities and research 
institutes. The empha~is is an development of the energy sector, with 
secondary emphasis on short-run rapid disbursements. The first 
commodities anived in. 1986, but given the vital role energy plays in 
Pakistan's industrial and development growth and the pent-up demand for 
energy by all sectors,. the presumed developm~nt impact will be of the 
highest order. ECE a:~so plays an important pa=t in the policy dialogue 
re energy sector concerns. Technology cransfer and institution building 
are concomitant goals of the ECE program. Even though the private sector 
window is as yet unused, GOP resources are insufficient to fill the 
expected energy gap into 1993, and donors will not fill that gap. 
Increasingly, private fi~ will be called on to supply needed generation 
resources. ECE is providing support for the private sector through 
public sector development of research inst~~ tutes; lJSAID energy sector 
projects also stress the involv~ment of the private sector. 

Recommendations: 

• That USAlD continue to place the highest priority on the ECE import 
program and continue to fund the public agencies based on the 
critical need for lJ.S.~~de equipment and spare parts. The final 
level of future funding for the post-1987 period should be based on 
the evaluation in the last recommendation herein. 

• That lJSAlD encourage GOP to support private sector development 
through the pub:ic sector institutions. 

• That the next evaluation of ECZ specifical11·assess the benefits of 
ECE equipment to KESC and WAPDA predicted in the Stone and ~ebster 
report of October 1985. 

(!v) I 
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• :hat: ::&?: .!eyel09 ?l.3.ns ::0 ~ncoura~e ,:~e use 'Jr ?'t':' 'Ta te .ec ::or ::;CZ 
funds :0 ~pl~menc :~e ~~sults )! ~P5D :e~si~ili~7 3t:udies )n 
ener;rr conse-::""Iac!on. 

• 

• 

:hat: ~cz ~e :oc'~ed on ~~e areas ~here 1.S. aqui?menc and 
technology are superior, such as iining and drilling. 

!hat: as~ ?rovi~e cec~cal assistance to c~e GOP :or ?repa~~ng 
standardized ~otices of intention and applicaeion for cert!i!cat!on 
for ?'t':'vate 3enerae!ng :ac!lit!es. 

• ~at ~SAlD ?rovide :achnical ~ssis~anc2 ~n ieveloping 3candar1 
offer cont=ac-;:s ::>r -:apac':':: and ~nergy del.!.'let'7 ::0 '~A.?!lA. 3.na ac 
by private energy ?ro ject develop€,rs. 

• That crSAlD provide technical a~sistance to the GOP to develop 
private power iJlant si ting re'5U~.ations. 

• That crSAlD maintain close cuordination with other donor agencies' 
commodity equipment programs so that ECE :nay shift i t5 emphasis 
accordingly. 

• That crSAlD schedule an evaluation for ECE for the spring of 1988 
which will assess the utilization of equipment and machinery 
i~orted for the public sector agencies and its actual impact on 
development goals. 

3. Economic Imuact . 

Because each commod!ty ~lcment carries its own balance of payments 
impact, the Mi3sion muse determine the appropriate mix to achieve its 
particular economic goals. ACE achieved a high rate of disburs'ements 
with bulk commodities, the largest portion of its imports, and a lower 
rate with machinery, -~ich, however, had a much higher development 
impact. The design of both ACE and ECE, with the exception of the 
private -Nindows, -~s ~ost appropriate to the situation in Pakistan. Many 
of the commodities imported did not Jave a true oalance of payments 
effect because t~ey ~ere not commodities '~ich the count::-y would have 
purchased in absence of t~e aSAlD funds, but the same commoditie~ '~ll 
have a longer-range effect through import substitution and export 
promotion. 

30th CI?s provide an important stabilizing eI:ec~ on t~e ~rket by their 
availability and flexibility, which is also a positi'le political gain. 
30th CIPs are important factors in t:~e policy dialogue -..nth the GOP 
concerning energy and ag~icultural sector issues. 

RecollllDendations: 

a :hat USAlD continue both the ACE and 2CE ?rog~~ms :n the public 
sector, retaining su£::c!ent fle~!bilit1 in ACE ~o hel? stabilize 
the narket '~en faced ·~th une~pected shocks to the economy. 

o Tha~ aSt~ retain t~e sectoral CI? :n ?reference to a cash grant or 
general eIE. 
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tJve:all :nana.~eme!1t or :he ::-'0 CI?s is jood; che ~t"ese!1ce 'Ji an 
~e:ie!1ced ~ommodi:!es oi=!ce~ is a deiini:e ?lus, al:hou~h che 
Commodities ~uag~ment Office ~s understaifad. 30th :he agricaltar~ and 
energy divisions have technical experts available to advise on specific 
commodity requi:ements (~he ACE program nachinery and equipment 
procurement is actually based on ?roject 1esigns). !he:e is ~ood 
coordination among the technical divisions, the Program Office and the 
CiO, but ~:h the ~O being ~oved from the Legal .~v~sor's of=ice t'J ~he 
Co~~ts ~f!!ce and ~ew division ~eads coming 300n :or ~~ and ~&E, 

~here is ~eed =or a :e~nac!on of ~ach office's =es?ons1~ili:!es. A 
single source of relevant iniormat!on :or ~racking and ~onitoring both 
the commodity flows aud financing status is lacking, although that 
information is available in che several :elevant offices. The ceam 
questions how ~ch longer the USArD/Karachi Liaison Office should 
continue to clear CIP commodities consigned to GOP agencies. The most 
serious management bottlenecks e~ist in the GOP offices and ministries. 
Delays of six !:!Ionths or more in the prrcurement process are caused by the 
time consumed in drafting specifications and evaluating bids, which may 
be alleviated by appropriate training. There are also significant delays 
attributable to AlD/Washington clearance of specifications and approval 
of certain bids. Programming of local currency generations is 
accomplished through negotiations with GOP officials pt"ior to the 
finalizing of the annual budget with respect to budget sectot"s to be 
strengthened by allocation of the generated rupees. The GOP then is 
required to report semi-annually on deposits and withdrawals, but is not 
current in its reporting. The advantage in the pt"ogramming process is 
the opportunity aSAIn has to review the GOP budget with the government 
and give its views on allocations for development purposes. It is 
another aspect of the policy dialogue. 

Recommendations: 

• That the Contracting Officer ~eet with the new ARD and E&E chiefs 
and Project Officers, the Commodity Management Officer, and the 
Program Officer to establish the lines of communication within the 
itission and with the GOP. 

• That aSAIn establish one more U.S. direct hire position in ~O and 
retain for six ~onths the person on detail to concentrate on 
private sector ~tters. 

• That the CXO design and install a single tracking and monitoring 
system for ACE and ECE on a priority basis. 

• That OSAID promote the use of the existing training project so that 
GOP specification '~iters and contract evaluators receive 
on-the-job training and participanc training in their specialties 
from a fi~ that has an energy equi?ment specification data base 
and technical assistance capabilities. 
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• :'hat: ;JS~ a.nd .;op '.It:!!..!.ze :!le .3ervices ,)i a. :eam 'Ji ;lUOl.:'C 
~dmi~ist=~t:!on/?r~cureme~t: ~~er:3 :0 ~el? t~e ~p 3t:=eacl!~e :~e 
procurement approval process ~t: c!le :ederal le',el. 

• That: aSAIn 1evise ~ ?lan for gradually ?hasi~g over co ;oP ~gencies 
the responsibility for clearing Cl?-funded commodicies for their 
use. 

• That aSAIn urge the GOP to comply '41th the semi-annual =eport:ing 
requirements for deposit ~nd allocation of CIP sales ?roceeds. 

5. Lessons Leaoed 

• Planners of a pri'fate sector Cl? should take into account 
competitive foreign exchange sources in the host country. 

• Neither U.S. products nor dollars enjoy the favored position of the 
past. Japanese fi~s in part:icular outsell and outservice U.S. 
firms. 

• Bulk commodity shipments offer the fastest disbursing rates but: not 
always maximum balance of payments support:; the latter depends on 
whether CIP-funded imports substitute for plauned imports using 
government's own foreign exchange. 

• An important aspect of balance of payments support is the 
stabilizing effect a well-funded ClP lends to the market-place. 

• There is a tendency to load CIPs with differing goals and 
object:ives, which could result in policy and management conflicts. 

• The existe~ce of the ACE program provided the necessary framework 
and flexibility for meeting unexpected demands for wheat and cotton. 

• ECE provides a mechanism for importing commodities for the energy 
sector without having to develop and design new projects. ACE 
provided a method to import commodities for projects in the design 
stage, thus insuring better coordination becween commodities and 
other elements. 

• An experienced commodity management officer should be on board when 
a ClP is designed and initially implemented. 

• The commodities office should have a significant voice in 
implementat:ion and polic1 decision making. 

• Institution Juilding is defeated ·~en ClP commodities for the 
government continue to be cleared by the USAIn in the name of 
expediency. 

• So long as government rules concerning import policy, licensing, 
and financing limitations exist, a pri'rate sector-focused CIP's 
di=ection and efficiency ·~11 be subject to the government's ·~im. 
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• ~' 9 !.e3isla::! .. ,e :md =e~ator:r :,!!sc==.c::Oc.s .:oc.ce~:l~ GI? 
~~ograms ~y ~e "r.aived in 3peci!!c cases ~:h ampla jus:i=i<:ac!cc., 
but the basic t=amewo~k -¥.ill be slow to change. 

(viii) 
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