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PREFACE

Scope and Nature of the Review

The Agency for International Development (AID) commissioned this
review of US economic assistance to Pakistan during 1982-1987.
The review was undertaken by Devres during March-April 1988. Maurice
Williams and Lou Rudel prepared this report with contributions from Dr.
Anita Weiss and Mr. Masood Husain, who had been separately retained by
USAID Pakistan. Mr. Robert Dakan, Pakistan Desk Officer,
AID/Washington, also provided some input during the early stages of the
evaluation. Devres assumes responsibility for the content of this
report while acknowledging the helpful assistance of other
contributors. The review could not have been possible without the
cooperation of the US AID Mission to Pakistan (USAID).

The economic assistance program during 1982-1987 is unique in
several respects. First, a very large level of economic aid, $1.625
billion, was committed for the six year period, in advance of
discussion or agreement on the content of the program. Second, the
large-scale assistance at that time represented a sharp reversal of US
assistance policy toward Pakistan. For several preceding years, the
United States had been scaling down its AID Mission in Pakistan and
the level of assistance, so that, in 1981, AID's in-country capability
for program design and implementation was extremely limited. Third,
while the rationale for the mounting of a large program in Pakistan was
primarily political and strategic, the program which AID launched in
1982 was, in large measure, directed toward longer term economic reform
and development objectives.

These unique features may provide special interest for a review of
the neriod, although six years is a relatively short time span to
asse¢ -5 the true development impact of the program. The recent
experience of aid to Pakistan also may provide grist for the current
US Congressional interest in the uses and effectiveness of American
assistance programs and how they can be better directed in the decade
ahead.

The commitment of $1.625 billion of US assistance to Pakistan in
1981 was part of a broader package of military and economic assistance
totalling $3.2 billion, which aimed at strengthening Pakistan at a
critical time when Soviet military forces were on its border in
Afghanistan. The pressures on Pakistan from this Soviet military
intervention were extreme in terms of seeking to undermine Pakistan's
basic support for the continuing struggle of the Afghan people and in
terms of the almost three million Afghan refugees which were sheltered
within the borders of Pakistan. Consequentl:, the US assistance
package was of high strategic importance and called for expediency in
implementation and maximum political and economic impact.
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The scope of this evaluation is to review the main features of the
1982-1987 program of economic assistance and to document the strengths
and weaknesses of the approaches undertaken, in both design and
implementation, and the lessons gained from the experience. These may
provide insights and guidance for the future. It is relevant that a
follow-on agreement between the United States and Pakistan, reached in
March 1986, continues the program's commitment of high levels of
economic assistance to Pakistan for another six years, to 1993.

In a broad sense, this review is but one chapter in the close
association between Pakistan and the United States over the last four
decades since Pakistan's independence. The association has been one in
which the interests of the United States and Pakistan have usually
converged--although not always and not on every issue--for Pakistan is
a proud and sovereign State with its own special regional interests.
However, for most of the past years there has been significant and
sustained support by the United States for Pakistan's drive to achieve
self-reliant economic and political development.




EXECUTIVE SUMMARY

Scope of Review and Rationale for the US Assistance Program

AID commissioned this review of US economic assistance to
Pakistan for the period 1982-1987. The commitment of $1.625 billion
economic aid during this six year period was part of a broader package
of US military and economic aid totalling $3.2 billion. The objective
was to strengthen Pakistan's stability and capacity to resist pressure
at a critical time when Soviet military forces in Afghanistan sought to
undermine Pakistan's support for the Afghan refugees and for the
continuing struggle of the Afghan people against Soviet aggression.

The scope of the evaluation is to review the main features of US
economic assistance, and to assess its impact, strengths and weaknesses
and lessons gained.

While the US had significantly contributed to Pakistan's past
economic development, US aid had been suspended in 1979 by
Congressional action because of Pakistan's apparent pursuit of a
nuclear weapon capability. However, this restriction was waived in
1981 by President Reagan on grounds of overriding US political and
strategic interests,

Despite the overriding political rationmale that US economic
assistance was mainly to facilitate the purchase by Pakistan of US
military equipment, the US economic assiitance program also was
directed toward longer-term economic development needs. To the maximum
extent possible this was to be a regular AID development-oriented
program, which emphasized institutional and policy reforms as well as
technology transfer and an enhanced role for private sector
development.

Features of the Program

“he essential focus of US economic assistance was to enhance
Paristan's foreign exchange payments position through financing quick
disbursing commodity imports, which accounted for $900 million of the
US assistance. These included primarily the {mport of agricultural
and energy commodities and equipment, as well as dollar purchases of
local currency. About a third of the commodity imports were financed
by PL-480 Title I assistance.

The USAID Mission obligated $356.4 million during 1982-1987 for a
variety of activities in the energy sector including a major power
generation plant and extensive plans for other investments and
institutional reforms. Only 35 per cent of the funds obligated were
expended as of September 30, 1987.




The program sought to address priorities in social and human
resources sectors with obligations during 1982-1987 of $196 million for
health, malaria control, population planning, training and related
programs in human resources development, including the role of women.

USAID obligated $186 million for a range of agricultural projects,
including the management of irrigation and water resources, forestry,
food security, and agricultural research.

In the politically important area development and narcotics
control projects, USAID obligated $98 million during the period under
review, but disbursements totalled only $19.8 million. The US aid
program is performing a development function as part of the Pakistan-
US cooperative effort to reduce the flow of narcotics from opium
poppies grown in the tribal areas of the Northwest Frontier. At the
GOP's request it also took on projects in "lagging ares" such as
Baluchistan and the Federally Administered Tribal Areas to foster
national integration.

Design and Implementation Issues

Aside from the commodity and equipment program, the assistance
proved to be highly technician intensive in project design and
implementation, due to ambitious efforts by USAID to achieve policy and
institutional reforms at the project level. The program was
constrained, however, because the political situation in the country
called for the smallest possible resident US aid staff--which ranged
from about 20 to 40 during the period.

As a result USAID looked to a large number of temporary duty and
consultant staff to carry out the aid projects, an approach which
created many difficulties. Neither the contract personnel nor the
Pakistani officials with whom they were expected to work were properly
prepared for the tasks of working together. After 1985, these start-up
difficulties were overcome and most of the approximately 20 projects
had reached a "mature" stage, with many activities in training and
construction--such as roads, buildings and a power plant--beginning to
show results. :

Impact of US Economic Assistance

In strategic and political terms, the US assistance was highly
successful. It had provided the economic sinew which made possible the
strengthening of Pakistan's defense capabilities. As a result Pakistan
had been enable to stand firm in the face of Soviet threats and to
refuse to acquiesce in Soviet efforts to subjugate the Afghan people.




Pakistan's growth rate during the 1982-1987 period continued at
high levels, resulting, in part, from increased consortium aid, in part
from fortuitous circumstances such as large worker remittances. But
major problems now loom on Pakistan's economic horizon, the most
pressing of which is the mobilization of internal resources, as
evidenced by increased GOP budget deficits which are being financed by
the nationalized banking system.

The strengthened military posture of Pakistan placed a continuing
heavy economic burden on its economy both in foreign exchange and
budgetary terms. By 1986, it became clear that continuing large
economic assistance from the US would be required well beyond the
initial 1982-1987 peried.

Nature of the 1988-1993 Assistance Program

The new US assistance package to Pakistan for 1988-1993 was
confirmed by a letter from President Reagan in March 1986. The new
commitment was for $4.02 billion, with military sales of $1.750 billion
matched by economic aid of $2.280 billion. The follow-on assistance
was somewhat more favorable economically for Pakistan than the earlier
aid package, responding in part to the country's more serious problem
of military sales repayments to the US

Like the earlier program, about 40 percent of the new economic
assistance was projected for fast disbursing imports and on the four
sectors of agriculture, energy, training, health and population, as
well as a continuing priority on narcotics control and investments in
the economically lagging areas.

Qutstanding Lessons from the 1982-1987 Assistance Experience

-- A _sharp program focus, tajlored to US staff capacities, is

essential to assure program effectiveness. While pressures
toward overly ambitious and defused activities are difficult

to resist in large aid programs, it is important for program
managers to formulate a clear concept of program capabilities
and to establish and maintain a sharp program focus.

-- Flexibility and delegation of authority to Mission

anagement, is critical for effectiv i e t.
The USAID Mission was given the means for flexible management
of the program. The multi-year commitment made it possible
for the Mission ter concentrate effectively on both the
current and forward programming. Also helpful were the
substantial delegations from AID's Asia Bureau to the Mission
for project approvals and administration.




Mission efforts should be concentrated on the most important

policy and institutional reforms. The experience of the last
six years has shown that USAID needs to be more selective in

using its influence for reforms by the Government of
Pakistan. When USAID concentrated its reform efforts in well
prepared studies of Pakistan's problems and options for
change--and concerted its efforts with the World Bank--USAID
recommendations carried greater weight and in a number of
instances were successful. For example, important USAID
encouraged reforms have been adopted by Pakistan to improve
its management in areas of electric power, agriculture and
water development.

The security-development link in US assistance must be
balanced and adjusted as conditions change. The level of US

economic aid has been closely linked to the cost to Pakistan
of financing US military sales. In a real sense, economic
aid has been the hand maiden of Pakistan's defense
requirements. A balance and linked assessment of US and
Pakistan security interests will continue to be important in
the future. Pakistan's military build-up has placed in
jeopardy its ability to meet pressing economic and social
investments.

In the period following the withdrawal of Soviet forces
from Afghanistan, it may be possible to envision that
Pakistan's broader security interests would be best served by
shifting the balance of US assistance for the 1988-1993
period more in favor of economic objectives, and by the
Government of Pakistan restraining further increases in its
defense budget.

Politically driven aid programs involve trade-offs in
economic development performance. The AID Mission is to be

commended for its sustained efforts to maximize the possible
development impact of the politically justified ESF (economic
support fund) program. A number of highly beneficial
development effects were clearly achieved. However, when
USAID overstates the development results, it risks blurring
the reality of the costs of short term political aid and the
resulting weaker performance by the Pakistan economy than
might otherwise have been possible. Such distortion tends to
hide the adverse effects on Pakistan's economic and political
stability over the mid- to longer-term.

When the criteria of performance between ESF and
development assistance programs are diluted, the overall
standards of economic performance tend to ve weakened.




A more visible profile of the benefits of US economic
assistance_ to Pakistan is needed. Of concern for this
evaluation have been repeated comments by Pakistanis that the
US aid program should be more publicly visible. While
acknowledging the usefulness of commodity assistance, they
point out that much of it does not have lasting economic
effects. It is probably true that the popular impression in
Pakistan is that US aid is very large, but that--in the
words of one man in the street--"it is mostly eaten by the
rich”.

USAID has given much attention to better publicity in
Pakistan of the benefits of American assistance. The lesson
for the future, however, may be to make program adjustments
that would narrow the range of overly complex and lagging
activities in the program, and to fund more permanent and
visible infrastructure projects--both in areas of social and
physical overhead investment--and that at least onme activity
should be singled out which could be popularized as a clearly
identified US effort of wide benefit for Pakistan's people.

A program perceived to be more visible in Pakistan would
better serve US political objectives.




I. OVERVIEW AND RESULTS OF USAID ASSISTANCE
TO PAKISTAN 1982-1987

A. Background of the 1982-1987 Economic Program
1. US economic assistance to Pakistan prior to 1982

From a modest beginning in 1951, U.S. bilateral assistance to
Pakistan grew to annual commitments approaching $400 million in the
early 1960's and cumulative commitments of approximately $5.1 billion
through 1982, Additionally, the US made significant contributions to
Pakistan's development through its financial support of the World Bauk,
Asian Development Bank and United Nations.

The early program (1951-1958) of US assistance for the newly
independent nation focused on helping Pakistan overcome the economic
consequences of the 1947 partition of British India. Pakistan had in
its favor an extensive irrigation system in the Indus valley and a
fairly well developed road and railroad network. Otherwise infrastruc-
ture was limited and large investments needed to be made in
communications, water and power development. To make matters more
difficult, a relative lack of skilled professionals and the large
immigration of unskilled labor left Pakistan with a weak base for
development and a difficult refugee problem.

Much of the early US assistance effort was focused on emergency
relief, infrastructure rehabilitation and expansion, and technical
assistance, including programs to modernize the public service.
Fertilizer imports increased agricultural output. At the same time,
PL-480 concessional sales generated local currency for public
investment and made it easier for Pakistan to finance industrial
enterprises by keeping agriculture prices low and thereby extracting an
investable surplus from agriculture. Thus in the 1950s, US assistance
helped with the investments which laid the foundation for future
agricultural and industrial growth.

During the 1960s Pakistan's economy entered what some have called
its "golden years" of development progress. The nation produced its
first systematic development plan. President Ayub Khan provided
political leadership in encouraging new policies to stimulate
agricultural growth and private sector development. As a result of
these policies the US and other donors supported the large scale
investments which secured and harnessed the waters of the Indus Basin
for development. US economic assistance reached its height during the
first half of the 1960s. The US committed just under $3 billion
within the second plan period (1960-1965) which provided 35 percent of
Pakistan's development budget and financed 45 percent of its total
imports.



An unfortunate turn of political events in 1965 lessened the pace
of economic development and of assistance to Pakistan. US concerns
over the Indo-Pakistan war led to a suspension of new aid commitments.
Although these were quickly resumed after the war ended, they never
regained pre-war levels. Sharply critical political attacks within
Pakistan on its economic policies challenged the status quo, alleging
that the benefits of economic growth were not being widely shared,
either between East and West Pakistan or within various regions. .This
discontent undoubtedly contributed to political unrest which led to the
1971 civil war, the separation of Pakistan into two nations and the
emergence of Z. A. Bhutto as head of the government.

In the 1970s the US resumed its assistance with renewed emphasis
on agriculture and the social sectors. The US lost interest in private
sector industrial development with Pakistan's nationalization of firms
in ten basic industries. U.S aid focused on water management and
fertilizer, while its investments in the social sectors included
support for family planning, malaria control and rural health.

The results in the agricultural sector have been positive. An
important lead was taken by US efforts to reduce irrigation water
losses. US financial support for a Pakistan fertilizer strategy was
also important and helped focus donor support for a larger assistance
effort. Fertilizer consumption grew rapidly and contributed to
substantial productivity increases, particularly for wheat after 1974,

The results of US assistance for social sector investments have
been less positive. Despite substantial support from US and other
donors, population growth rates have remained high. AID provided major
funding to help establish health units in the rural areas and US
support for malaria control also helped achieve results, although on a
more modest scale than had been anticipated. Generally, Pakistan's
commitments to the social sector, and associated U.S aid, have not done
well--especially in comparison with similar programs in other
countries. As a result there is a growing backlog of neglect.

President Zia came into power in 1977 and realized that Bhutto's
failing, in part, was due to neglect of pressing economic problems.
Thus the Zia government undertook a number of corrective measures, such
as increased incentives to farmers, dismantling public control of
industrial enterprises, and other policies to revitalize the economy.

At the same time, the Gecvernment of Pakistan publicly announced
its intention to procure nuclear reprocessing technology and equipment
in an effort to achieve parity in tris field with India. Given the
long standing US policy to discourage nuclear proliferation, a policy
review was initiated in regard to this issue with Pakistan. During the
course of this review new obligations of development assistance to
Pakistan were suspended by US Congressional action as a result of the
Symington Amendment. However, implementation was continued on the
substantial portfolio of ongoing US funded projects, including Basic
Health Services, On-farm Water Management, Dryland Agriculture, Malaria
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Control, Village Level Food Processing, Fauji Fertilizer Plant, and
others.

During the period 1978 through 1981, the new assistance
commitments made to Pakistan was for PL 480 grain and vegetable oil at
annual levels ranging from $30 to $50 million. Otherwise the pipeline
of disbursements from previously initiated assistance rapidly declined
and was virtually exhausted after 1979. Following an attack that year
on the US Embassy in Islamabad, the American staff of the AID Mission
in Pakistan was greatly reduced, to an American staff of 13, and the
aid program was placed in a holding pattern.

In summary, it can be seen that US economic assistance to
Pakistan in the period 1952 to 1980 has been substantial and that the
association of the United States with Pakistan's development progress
and problems has been close. It must be said that both the pace of
Pakistan's development, and of associated US assistance, has been
uneven. There had been several pauses in the aid relationship for
assessment and sorting out of differing perspectives on fundamental
political interests--which, however, has not diminished the deep and
abiding interest of the United States in Pakistan's progress toward
self-reliant economic development.

The following illustrative list of activities supported through
US economic assistance programs prior to 1982 suggest the legacy of US
contributions in many areas of the Pakistan economy:

-- Largest contributor to construction of Mangla and Tarbela
Dams;

-- Introduction of high-yielding food grain varieties;

-- Early support for introduction of commercial fertilizer use
on a widespread base;

--  Early support for Pakistan's Salinity Control and Reclamation
Program (SCARP), including installation of nearly 4,000
tubewells;

-- Development of On-Farm Water Management concept, subsequently
adopted throughout Pakistan and by other countries and other
donors;

--  Early support for extensive construction or rehabilitation of
power lines, highways, railways, airports, and
telecommunications throughcut Pakistan;

- Construction of thermal power plants at Quetta and
Faisalabad;
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-- Early support to reduce Pakistan's malaria rate by 99 percent
and to help Pakistan develop rural health care and family
planning initiatives; and

--  Early support for the Agricultural University at Faisalabad,
Institute of Public and Business Administration at University
of Karachi, National Institutes of Public Administration in
Karachi and Lahore, Pakistan Institute of Development
Economics in Islamabad, National Institute of Cardio-Vascular
Diseases in Karachi and other leading institutions throughout

Pakistan. -

2. Origin of the 1981 agreement for renewed assistance

In the early 1980s the United States and Pakistan found a
renewed convergence of political and security interests following the
Soviet invasion of Afghanistan. The firmness of the Government of
Pakistan in espousing an independent and neutral Afghanistan and
sheltering some 3 million Afghan refugees gained American respect and
support.

Also, after the internal political turbulence of the 1970s,
Pakistan found renewed political stability and a return to policies
favoring a more solid basis for longer-term economic development. The
new Pakistan government reestablished development planning as a central
feature of economic policy formulation. It signalled a pro-market and
private sector orientation by declaring its intention to denationalize
a number of industrial and service enterprises and to introduce
incentives for private investmwent, including guarantees against further
nationalization. 1In line with this new policy orientation, revised
agricultural prices and improved services were adopted to provide
better production incentives and there was a general effort to
rationalize the extensive subsidies and other government interventions
in the economy. In these policy and structural reforms, the Government
of Pakistan was cooperating closely with the International Monetary
Fund and the World Bank.

Although the United States had suspended new development aid to
Pakistan--due to Congressional concerns about the direction of
Pakistan's nuclear weapons research--the deteriorating situation in
Persian Gulf and Central Asia prompted the US Government to reassess
the importance of Pakistan as a force for stability in the region.
Pakistan was playing a pivotal role with the moderate Islamic nationms.
It was working dil:g:ntly with them and with the international
community for the restoration of an independent and non-aligned
Afghanistan, and in the process was host to Afghan leaders and refugees
actively working for these objectives.
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Further, Pakistan's own security was endangered by the potential
threats on its borders from Soviet forces in Afghanistan. The
convergence of the strategic national interests of both the United
States and Pakistan favored continuation of a strong and stable
Pakistan. This would require strengthening and modernizing Pakistan's
defense capabilities buttressed by a growing economy which could both
sustain the defense burden and, at the same time, meet the social and
economic needs of its poor and rapidly growing population.

In support of these objectives, agreement was reached between the
governments of the United States and Pakistan on a level of US
economic assistance totalling $1.625 billion for the six year period FY
1982-FY 1987. A principle objective was to strengthen Pakistan's
balance of payments so that it could better service its foreign debts
and make important purchases of defense equipment from the United
States under its foreign military sales program (FMS). The FMS
component of the agreement totalled $1.575 rfor military equipment, for
a total proposed package of US assistance of $3.2 billion. Payment
for the FMS was scheduled over 12 years on commercial terms (as
requested by the Government of Pakistan) and would put pressure on
Pakistan's foreign exchange reserves. (See Annex C).

3. Political nature of the assistance

The primary justification of the US assistance was geo-
political and strategic and the economic aid was to be managed in
support of the agreed strategic interests of the two countries. This
required that the economic assistance should be in the nature of a mix
of fast disbursing obligations to offset the balance of payments impact
of the military modernization program.

The political nature of the assistance was further underlined by
the request of the Pakistan officials that the program should include
an emphasis on US assistance to the strategic and economically
"lagping areas" of Baluchistan which borders on Iran and of the
Northwest Frontier Province which borders on Afghanistan.

After the program was initiated, a further political objective was
added by the United States, to support efforts to reduce and, if
possible, eradicate opium and heroin production in Pakistan's northern
areas. USAID was to provide assistance for small farm producers of
opium to grow alternative crops. The Pakistan Government, for its
part, undertook to move forcefully against opium production and trade.
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4, Economic development content of the program

Within the framework of political and security objectives,
US economic assistance was to focus on the development needs of the
Pakistan economy.

An advance team from AID Washington during mid-1981 discussed
these needs with senior Pakistan officials. Their priorities, in |
addition to fast disbursing commodity imports of fertilizer and edible j
0il to save foreign exchange, were very much in the areas which had J
been addressed by the earlier AID program in Pakistan, namely support
for agriculture, water management, and public health. Additionally, |
Pakistan officials requested US help in power generation and
distribution, which was an urgent need for the economy and one of the
main targets of the projected Sixth Five Year Plan initiated in 1983.
There was agreement that USAID should again work with Pakistan in the
area of family planning.

Thus, despite the high strategic importance of the renewed aid
package being discussed, there was a common objective by both Pakistan
and the United States to reestablish the former long-term economic
assistance relationship, not surprisingly along the lines of the US
program which had been underway in the mid 1970s.

In August 1981, the Administrator of AID, accompanied by a strong
team from the Agency, confirmed agreement with Pakistan officials in
Islamabad on indicative elements of the $1.625 billion economic
program as shown in Table 1. In this the US team was concerned to
direct US aid efforts in areas which met Pakistan's important
development needs and for which the United States had a comparative
advantage, both in terms of its ability to transfer US technology and
in terms of past experience in Pakistan. These criteria indicated an
essentially project-oriented approach by AID in the areas of
agriculture and rural development, health, fertility reduction, energy,
human resource development and related technical assistance for
training and institutional development.

The essential economic focus of the US assistance, in addition to
enhancing Pakistan's foreign exchange assets, was to address key
economic sectors and problems which would enable Pakistan to achieve
self-sustaining economic growth and, thereby, be better able to manage
increased military expenditures, while also better meeting the social
and economic needs of the Pakistan people. The level of the economic
assistance was large, but its goals we:2 even more ambitious.

The indicative agreement envisioned a large element of commodity
assistance to ensure rapid response to Pakistan's urgent problems of
external payments, but at the same time AID emphasized that all of the
fast disbursing assistance would be "tied directly and meaningfully to
our sectoral objectives”. And the program was to be cast in AID's
project mode of design and implementation.
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Proposed Planning Levels
US - Pakistan Economic Assistance

FY 1982 - FY 1987

(Millions of US Dollars)

Activity

Agricultural Inputs

Fertilizer
Agricultural Equipment

Agricultural production
distribution and storage

Farm to market roads
Energy development

Water management
On Farm Water/Planning

Canal Rehabilitation, Anti Water-
logging and Salinity Programs

Agricultural education,
research and extension

Population and health

Population/Health
Malaria

Private sector mobilization fund
Baluchistan project fund

Tribal areas project fund
General training

Project design fund

Project Reserve

PL 480

15

EY 82 FY 82-FY 87
60 300
(50) (250)
(10 (50)
-0- 100

-0-

5 200
15 100
(7 (10)
(8) (90)
-0- 50
10 75
(6) -)
(4) )
-0- 50
-0- 30

5 15

1 5
4 10
-0- 340

—30 300
150 1,625




It was clear that, to the extent possible, this was to be a
regular AID development-oriented program. To underline this point the
AID Administrator followed up his August 1981l discussions in Islamabad
with specific instructions to the Pakistan AID Mission that its
formulation of the program should fully incorporate AID's four major
themes, or "pillars of development". These were policy dialogue, an
enhanced role for the private sector, institutional strengthening and
technology transfer. There also should be a close integration of PL
480 food assistance with other elements of the program.

B. Design and Implementation Issues

The economic program agreed with Pakistan would prove to be highly
labor intensive in terms of design and implementation requirements by
the AID Mission. About $1 billion was for projects which were not only
expected to meet AID's project development criteria but to embody and
achieve policy and institutional reforms as well.

A small number of activities such as Agricultural Research and On-
Farm Water Management were a continuation of already established
programs. Nine new projects would have to be designed in the first
year of the program, and an additional nine in the second year. The
total of projects would number 23 for the six year program.

0f necessity, commodity and equipment imports for the agriculture
and energy sectors would prove to be a large part of the program, even
larger than initially agreed. But the commodity assistance, including
PL-480 commodities, also was expected to carry the freight of carefully
calculated policy and institutional reforms. This would require a
sorting out of pricing and distribution policies, review of government
subsidies on agricultural inputs, specification for agricultural
equipment, as well as studies of the production, processing and
marketing of fertilizer and edible oils to reduce import dependency and
increase efficiency. For example, the edible oil study initiated by
the Mission in 1982 called for 28 consultant specialists for temporary
duty in Pakistan totalling the equivalent of 76 months of technical
assistance. This, and other sector studies, were to be carried out as
part of the new Project Design Fund (later changed to the Project
Design and Implementation Fund).

Most of activities projected for U.S assistance were not only
technically intensive but their effective implementation would require
careful knowledge of Pakistan, its policies, institutions, operational
methods and local circumstances.

While the AID Mission was to claim that the focus on rural
development provided for program and target group concentration, the
resulting activities would prove to be spread extensively over the four
provinces of Pakistan. Also, in all of its activities the Mission was
expected to incorporate a development thrust for policy and
institutional reforms in the upgrading of human resource skills.

16



1. Project preparation _and start-up

The AID Mission in Pakistan, as constituted in 1981, was not
equipped to handle the task thrust upon it. As observed earlier, the
Mission was at the time winding-down with an American staff of 13,
primarily engaged in routine administration and without experience in
program analysis and project design. Clearly, if the projects were to
be prepared for Congressional approval, funding and implementation,

there would have to be a reversal in both the size and composition of
the Mission. This was recognized by the new Mission Director who was
himself well grounded in project experience.

At the same time, there were strong political reasons for holding
down the size of the full-time American staff in Pakistan.
The American Embassy had been attacked and seriously damaged only two
years earlier. It could be argued, as indeed it was, that political
fanatics remained close at hand and that terrorists, supported by other
states in the region were not far away. The circumstances called for
priority implementation of the program with the lowest possible
American staff profile.

In these circumstances, the Mission held its American staff to a
very small size, considering the scope and complexity of the program,
and increasingly engaged Pakistan and non-Mission US personnel for
programming and operations. The Mission direct-hire U.S staff was
increased to 22 during the first year of the program, doubled to about
43 during the fourth year, ¥Y 1985, and remained at that level through
FY 1987.

In part, the low intensity of American staffing was made possible
by the excellence of the Pakistani staff which over the years had
provided invaluable support to the Mission's administration and
operations. The Mission also engaged Pakistani engineers, contractors
and consultants, particularly for the implementation of infrastructure
projects. On the whole, the record of their performance has been
satisfactory, although Pakistan's most experienced contractors have
been heavily engaged with international construction projects in the
Persian Gulf and Middle Eastern states. AID financed construction in
Baluchistan, for example, is far behind schedule.

Several phases in the Mission's approach to its staffing problems
can be identified. In the first two years of start-up preparation, the
Mission called to Pakistan an almost continual stream from Washington
of temporary duty missions and personnel for each of the projects under
preparation. This was for essential design work, preparation of
program and implementation documents, study missions and other general
support required by the Mission.
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AID Washington itself was not well prepared to carry this
additional responsibility. There was no ready reserve of programmers
who were not already engaged in other assignments, and some of
them--such as Central American and some African programs--also carried
a very high priority for engagement of the Agency's most experienced
staff resources. It may well be that the Agency was not itself
appropriately staffed for the contingency which the new priority
program in Pakistan required. In any case, during the first two years
of the Pakistan program, a very heavy burden was carried by a few
talented individuals in AID Washington and in the field mission.
Launching the program in Pakistan owes much to their hard work and
dedication,

In the second uwo years, FY 1984-85, the Mission called forward
large numbers of American contract personnel for study and project
implementation. Contract personnel in Pakistan were in the order of
200 to 300, of which half were on a long term basis. These included
two large contract teams working in the fields of power with the
Pakistan Water and Power Development Authority (WAPDA) and in the
various provincial irrigation departments. Thus, while the official
AID staff profile was low, the American contract staff profile was
relatively high, numbering about 100 long-term contractors in
September, 1987.

Although the American contract personnel were technically
qualified and much good work was done--some even outstanding--it cannot
be said that the Mission's massive contract approach to project study
and iaplementation was a complete success. Neither the contract
personnel, nor the Pakistani officials with whom they were expected to
work, were properly prepared for the nature of the tasks before them.

It is one thing to be technically competent, and quite another to
relate that competence to the cultural, institutional and
administrative circumstances of another country. At least in relation
to the large contract teams, the Mission had overloaded the
institutional circuit without adequate advance preparation. This
created many operational problems, particularly since all of AID's
projects, as we have seen earlier, were heavily freighted with policy
and institutional reform objectives. In these circumstances some "load
shedding"” was inevitable.

In the final two years of the six year program, FY 1986-1987, the
Mission staff had gained increased capacity, both in terms of staff
turnover and more seasoned experience with Pakistan. This was
fortunate since it coincided with the weight of implementation of many
of the activities underway, and made possible a sorting out of which
projects were well launched and making progress, and which required
course correction because of a faulty start or inadequate preparation.

O0f course, this threefold division of the six year program period

is somewhat arbitrary, since there was overlapping among them in the
use of staff instruments. Nevertheless, it is believed the account
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does convey accurately the dynamics of the Mission's staffing problems
in relation to the progress made in moving from the initial start-up
and design to the mature implementation of the program.

2. Staffing and operational modalities

The severe staffing constraints, and the measures adopted
to deal with them, had a pervasive effect on the way the AID Mission
conducted its business. The Mission was given a very large mandate by
AID Washington to pursue institutional and policy reforms. AID staff
and contract advisors took this mandate seriously.

It might even be said that every AID advisor carried the baton of
reform in his brief case, for each of the activities and projects in
the Mission's portfolio embodied proposals to remedy institutional
deficiencies. This led to a number of disputes at the project level,
many of which were not easily resolved. In some cases the disputes
only convinced the AID advisors that they were on the "right" track--
after all, no one believed that reforms would be easy.

The problem was not that the principles of the AID reform doctrine
were wrong. They were very much right since improvement in
technology, economic policy, human skills and institutional reforms are
critical elements of development and modernization. Pakistan's
requirements for changes in these areas are great. Rather, problems
arose because the Mission's approach may have been too widely applied
across the whole range of projects instead of being sharply selective
and in many cases was pressed at too low a level--the project level--
within the Pakistani establishment. At least initially the AID mission
staff generally, with its heavy infusion of temporary duty and contract
personnel, was not sufficiently knowledgeable of the specific
possibilities and interactions related to reform in the unique
circumstances of Pakistan society and culture. The principles of
development may well be universal--although there are some who doubt
it--but certainly their application must necessarily be qualified by
the culture and historical experience of individual societies.

During 1986, with the bulk of the project design work completed,
in the course of negotiations of the US aid package for the next 6 year
period (1988-1993), the AID Mission reached agreement to formalize the
process of its reform dialogue to the senior officials level on a more
formal, regularly scheduled basis. This eased many of the strains
affecting project implementation and raised project-related reform
issues closer to senior decision levels where, in most cases, they more
appropriately belonged.

However, it must be said in fairness that the Mission's initial
approach for across-the-board reform at the project level not only
"played well" in Washington, but that many of the reform proposals
" dealt with important issues bearing on the effectiveness of the
projects concerned. The early experience helped set the future reform
agenda of the US Mission. The topic, institutional reform, is of such
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importance for development assistance to Pakistan that it may be well
to consider its need in the broader context of Pakistan's historic
political and administrative experience.

3. Institutional factors affecting Pakistan's development

Pakistan is generally recognized as one of the most
sophisticated of developing countries in terms of its economic policy
planning capacity. This capability was largely ignored during most of
the 1970s, but the current Pakistan Government has reaffirmed its
support for improved planning of such matters as fiscal policy,
exchange rate policy, privatization and pricing policy incentives. As
a result the last few years have been great improvements in these areas
of macro-policy reform.

While the capacity for economic policy planning is strong, the
means for its implementation is highly centralized in the senior
Pakistan civil service. Consequently, at the other end of the
spectrum, at the level of project and provincial administration,
institutional weaknesses in Pakistan are endemic.

The problem arises in large measure because both the civil and
military services in Pakistan are dominant institutions and
concomitantly development of political institutions has lagged far
behind at almost every level of the society. As a result the
prospects for political checks and balances on the civil and military
services have been almost non-existent. Efforts to correct this
political deficiency are now being encouraged from the top and the new
and somewhat more broadly based political institutions may take root
over time,

Further, the highly centralized civil administration was
specifically established for central regulation and control.
Consequently, very little is delegated either at the center--federal
level--or between the center and the provinces, or from the provincial
administration to the district councils, and so forth. The legacy of
the administrative system is that nothing is done which would either
upset the established order and conformity, according to a mass of
rules and regulations, or wculd weaken central control by delegation of
individual initiative and judgement at lower levels of the systenm.

A small group of senior civil servants manage to guide the
administration, and on many occasions, have shown flexibility in
adapting the rules to changing circumstances. This makes certain
kinds of economic progress possible, but on the whole, the
administrative system in Pakistan is not well suited to many of the
requirements of a modern developing economy.

Among the institutional reforms required are those which would
focus budgetary allocations on a program--rather than organizational
basis, and restructure provincial and local administration to better
implement development projects and services. This would almost
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certainly mean decentralizing financial and program decision-making to
provincial and local governments, and further development of local
political institutions to facilitate their participation in the design,
implementation and nwintenance of development programs and projects.

As experience in the federal system in other countries has
demonstrated, macro-level direction of the administration is not
incompatible with delegation of economic program authority along with
better distribution of available resources for its implementation.
Consideration is only now being be given to future actions which would
divest the center of some of its over-concentration of control and
resources in order to speed the process of economic and political
development during the Seventh Five Year Plan period (1988-93).
Progress will depend on high level decisions to sustain a process of
effective delegation and decentralization of development implementation
to both the private sector and local levels of govermnment. The central
civil and military services fear such a devolution of the
administration would endanger the political unity of the country.

Yet almost certainly, over the medium term, further development of
provincial and local government institutions and engagement of private
energies in a more decentralized system will be essential to reinforce
the federal system and with it the unity of Pakistan.

C. Program Overview

1. Balance of payments support

In order to preserve its non-aligned status the Pakistan
Government chose to acquire the military equipment contained in the US
assistance package on commercial terms (12 year credits at up to 13
percent interest). The economic assistance program was designed,
among other things, to offset the foreign exchange impact of these
military purchases on Pakistan's balance of payments.

The FY-82 Congressional Presentation describes the foreign
exchange position prevailing at that time in this way:

"The Pakistan Government's decision in the mid-1970s to
increase investment while maintaining consumption levels at a time
when exports remained constant, has led to substantial strains on
the balance of payments. Substantial aid flows from Western
donors, Japan and OPEC countries, and a rapidly rising inflow of
remittances from Pakistanis working overseas, have enabled
Pakistan to meet its obligations, but the outlook is for continued
balance of payments pressures. External debt servicing is
scheduled to remain heavy for at least the next 7-8 years.
Pakistan recently concluded a $1.7 billion Extended Funding
Facility Agreement with the IMF and also rescheduled its external
debt."
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A large segment of the $1.625 million economic aid package was
programmed to finance a commodity imports program to meet urgent
foreign exchange needs and to provide a basis for consideration of
policy issues in key economic sectors (agriculture, energy, etc.). All
AID dollar expenditures provide either foreign goods or services to
Pakistan's economy. But those expenditures that directly accrue
foreign exchange to Pakistan's reserves (i.e, purchases of rupees for
local costs of AID projects), or otherwise pay for predetermined import
needs (i.e, edible oil, fertilizer) have a direct and rapid impact on
the balance of payments, and serve to accommodate a primary objective
of the program.

Certain Mission activities had the direct result of providing
rapid balance of payments support., These were:

391-0468 Agricultural Commodities and Equipment $448 million
391-0486 Energy Commodities and Equipment 100 million
The PL-480 Program 309 million

Local Currency purchases
for project support 44 million
Total....... 901 million

a. The Commodity Import Program

The Agricultural Commodities and Equipment project
(391-0468), called for $60 million ($50 million for fertilizer imports

and $10 million for agricultural equipment) to be funded in FY-82 under
a Commodity Import Program (CIP). The total amount obligated under
this project during the six year commitment came to $448 million.

While the project descript.ion emphasizes the objective, "...to
increase the availability of yield increasing fertilizer and
agricultural equipment with emphasis on strengthening private sector
service activities for increased agricultural production...", the
description recognized the balance of payments impact of the CIP. It
states that the project "...will help alleviate balance of payments
problems and enhance Pakistan's economic base by supporting imports
critical to eliminating constraints to agricultural and rural
development.”

Obligations and expenditures during the six year implementation
period for this project were as follows:
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(US$ Million)

FY Obligation: Expenditure:
FY-82 60 -

FY-83 60 34.0
FY-84 70 69.4
FY-85 145 45.7
FY-86 55 122.5
FY-87 58 28.8
Total: 448 300.4

The local currency generated by the CIP, together with local
currencies generated under the PL-480 program, was to be "...devoted to
supporting development activities assisted by AID and other donors".

In fact, however, the rupees generated under these programs were
normally attributed to GOP development expenditures -zontained in its
budget.

In FY-84 tie Energy Commodities and Equipment project (391-0486)
was approved at a level of $100 million to provide "...fast disbursing

foreign exchange resources for the importation of equipment and
comnmodities into Pakistan that will contribute to energy production
from indigenous resources or energy conservation in direct support of
the GOP Sixth Five-Year Energy plan."

The intent was to "...mitigate balance of payments problems,
...facilitate transfer of energy related technologies for use in the
private sector, ... and provide an additional basis for constructive
policy discussions with the GOP....". An important innovation of the
project was to provide a “private sector window" for Pakistani
importers to obtain foreign exchange to purchase US equipment in the
energy sector.

Loan funds were used to finance those purchases that were to have
been made under the CIP that would generate local currency in the
course of their importation, while grant funds were to be used to
finance GOP public sector imports, and therefore were not subject to
local currency deposits since the GOP did not "sell" the commodities to
its own Government departments and agencies. Thus the dollar
expenditures under the CIP at once covered the foreign exchange and the
GOP budget item for the commodity being imported.

The private sector window, established in June 1985 in the amount
of $20 million for the Energy Commodities and Equipment project (ECE),
and $50 million for the Agricultural Commodities project (ACE), was
intended to make Foreign Exchange available to private importers for
purchases of US commodities and equipment. A loan facility, associated
with the import license, should have made it very attractive to the
private import community. However, the funds were not drawn down as
expeditiously as was originally contemplated, largely because the
import community places a discount on USAID funds in relation to free
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exchange (reflecting the added costs to them of the various AID
requirements, such as 50/50 shipping). A report by Coopers and Lybrand
indicates that 19 months later, only one letter of credit, in the

amount of $58,754 had been opened.

By March 1988, 33 months after the

private sector window was opened, barely $8 million had been utilized.
(4 Million under ACE, and $4 Million under ECE).

Obligations and expenditures each year for the Energy Commodities

and Equipment project were:

FY Obligations:
FY 1984 22.0
FY 1985 39.0
FY 1986 39.0
FY 1987 0
Total: 100 . -

b. The PL-480 Program

(USS$ Million)
Expenditures:

The PL-480 program has, during the relevant period of
this review, exclusively financed the importation of edible oil into
Pakistan. The consumption of edible o0il in Pakistan has increased at
the rate of 10 percent per year for the past 15 years, while domestic
production has stagnated. The result has been an increase in Pakistan's
imports from 46,000 metric tons in 1971, to 815,000 metric tons in
1985, (a rate of increase of almost 18 percent per year).

During the six year period of this review, edible oil imports
accounted for about 7 percent of Pakistan's import bill. The US
commitment package of 1981 included $300 million in PL-480 imports of
edible oil during the six years 1982-1987 ($50 million per year). In
fact, a total of $309 million was funded under the program. This
constituted direct balance of payments support for Pakistan in that it
paid for imports that Pakistan would have had to purchase in any

event.

Throughout the period that US aid to Pakistan was suspended
(1978-1981), new PL-480 program commitments continued to be made
because the Symington Amendment to the Foreign Assistance Act did not
apply to the PL-480 legislation.
agreement was signed, authorizing $40 million for imports of 62,000
metric tons of edible oil. On June 4, 1981, another agreement
authorized $50 million of edible oil imports. Neither of these
agreements counted towards the US commitment package of $1.62 billion

signed in the summer of 1981.

For example, on March 25, 1980 a new

PL-480 agreements attributed to the six year commitment package
were $50 million annually ($59 million in 1985) for a total of $309

million during the period.
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| PAKISTAN'S EDIBLE OIL MARKET, 1971-1985

|YEAR Production Demand Imports Value of Edible 0il as
[ 000 mt----- Imports % of Total

| ($ mil.) Import Bill
l

|Annual Growth
|Rate ( & ) -1.1% 10.4% 17.7% 16.8%
I (1972-1985) l

|
|
I
|
i
|
11971 234 250 46 9 n/a |
11972 238 284 65 23 n/a
11973 221 333 175 83 n/a ]
|1974 209 356 197 137 6.5% ]
[1975 174 373 268 106 5.1% ]
11976 162 438 285 149 6.4%
11977 198 473 310 157 5.6% |
11978 160 531 392 299 8.1% ]
]1979 213 580 416 232 4.9% ]
l |
]1980 211 617 467 265 4.9% ]
{1981 216 770 624 264 5.8% |
11982 229 848 657 271 5.4% ]
|1983 162 863 721 465 B.5% ]
| 1984 n/a n/a 652 448 7.7% {
11985 n/a n/a 815 373 7.6% |
|
|
|

The major accomplishment of the PL-480 program, in addition to the
direct transfer of resources to Pakistan resulting in foreign exchange
savings, was the adoption of policy changes by the GOP intended to free
up the market conditions that would lead to increases in local
production of edible oils, thereby reducing future drain on Pakistan's
scarce foreign exchange. It is an {nteresting story because it
demonstrates a certain schizophrenia in US policy.

US commercial interests, represented by the Department of
Agriculture, are to secure markets for US products, particularly
those, such as vegetable oil, that are surplus on the world markets.
US political interests, specifically our relations with Pakistan, are
served when Pakistan's economic development efforts are allowed to
succeed, thereby contributing to stability and improved living
conditions for its people.

During the period 1954 through 1985, in spite of this dichotomy of
interest, each PL-480 agreement contained provisions calling on the GQP
to undertake self help measures designed to free up market forces to
provide adequate incentives for farmers to grow rapeseed and
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mustardseed. The problem is highly complex because most vegetable oil
in Pakistan is derived from cottonseed, a byproduct that would not
respond directly to the oilseeds incentive structure. Furthermore,
increases in oilseed production would result mostly from a shift of
land use out of other crops or possibly yield increases, not by
bringing additional land under cultivation.

USAID undertook several studies to examine the problem, : .:luding
a massive effort involving 28 technical experts, to provide the GOP
with the information needed tc evaluate its options. The study
concluded that certain policy reforms were essential before any
progress toward increasing oil seeds production could be achieved.

In April 1986, the Government announced a deregulation package for
the edible oils sector, the main elements of which were: (a) decontrol
of prices; (b) freedom to import edible oils in bulk by the private
sector; (c) a variable rate tariff which would be adjusted periodically
to smooth out price fluctuations; and (d) authorization for the
sanctioning of additional private sector capacity. These measures
together with a decision that the public sector Ghee Corporation of
Pakistan would retain its viable mills and close or dives.: the
remainder, constitute a major opening up of the sector to market
forces.

As a result, edible oil can now be imported directly by the
private sector rather than by a government parastatal. This represents
35 percent (375,000 metric tons) of Pakistan's annual edible oil
imports with a value ranging between $101 million to $355 million.

With the removal of the monopsony power of the same parastatal, private
sector processors can now procure domestically produced cottonseed oil
(255,000 metric tons in 1986 with a minimum value of $150 million.

And sanctioned capacity is no longer the limitation on imports of
vegetable oil. GOP controls on wholesale and retail prices for edible
oils have also been removed.

The most recent oil seeds production and import data do not, as
yet, reflect any significant impact from these policy refcrms. The
retail price of vegetable ghee and wholesale price of vegetable oil
have risen sharply in the past six months. This should provide
incentives to domestic production, given the now free markets, if
Pakistan enjoys any comparative advantage in producing such non-
traditional oil seeds as sunflower.

As a footnote, we might add that Pakistan is now the largest
market for US soybean oil.

A detailed exposition of the PL 480 Program is included as Annex E.
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c. Local currency generation_and uses

Purchase of local currencies needed under the various
AID project activities to meet rupee costs generated a significant
amount of balance of payments support. A blanket waiver of section
612(b) of the FAA was granted to permit such purchases under the 6 year
commitment. A total of $44 million was converted for these purposes
during the period 1982 through 1987. ‘

Local currencies generated under the Commodity Import Program
(CIP) and the PL-480 import program were attributed to development
items contained in the GOP budget and therefore resulted in the
reduction of the budget deficits that prevailed during each of the six
fiscal years of the program,

Nevertheless, the six year period 1982-1987 shows a serious
deterioration of Pakistan's public finance position. The international
donor community now has grave concerns about the size of the chronic
deficits which the GOP as been running. With the benefit of hindsight,
we now believe the USAID may have contributed to the problem by
permitting CIP and PL-480 generated local currencies to pick up a
portion of the GOP budget deficit, thereby reducing the pressures for
needed policy reform.

2. Agriculture

Excluding the Agricultural Commodities Equipment project, the
Mission obligated $186.0 million for agricultural project activities
during the six year period 1982-1987. Two projects that had been part
of the Mission's earlier program were completed, (Agricultural
Research and On-Farm Water Management), utilizing additional funding in
the amount of $12.5 million.

Six new projects were drawn up with the GOP and approved for
funding. The Irrigation Systems Management project built in part om to
the successful experience of the On-Farm Water Management project. Two
projects (Management of Agricultural Research and NWFP Agricultural
Network, referred to as TIPAN), were for the most part, a follow-on of
the previous assistance in agricultural research, with the added
dimension of reaching into the provinces. Food Security Management is
a multiprong effort to improve the planning, analytical and operational
capabilities of the GOP agencies responsible for agriculture. The
Forestry Planning and Development project addressed a critical resource
that was rapidly being depleted. Finally, the Agricultural Sector
Support project was added in 1987 to provide continued balance of
payments support and to facilitate adoption of policy changes flowing
from the policy dialogue.

Essentially the Mission identified problem areas in Agriculture,
drew on AID's past experiences and capabilities, and focused its
resources in areas where these two criteria intersect. The clear
successes lie in the irrigation subsector (to improve water utilization
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and to maintain and rehabilitate the vast irrigation systems), and to a
certain extent, the policy dialogue dealing with freeing market forces
and increasing the private sector's role in fertilizer, wheat, and
vege:able oils.

Activities showing promise include Food Security Management, in
which the GOP agencies seem to show favorable interest. The remaining
projects in the agriculture program would seem to fit in the category
"yet to be proven". There are serious questions whether the
agricultural research efforts can succeed without the active efforts of
the GOP to introduce major institutional reforms. The TIPAN project
will also require full cooperation at the provincial level. The same
can be said of the Forestry Planning and Development project. Unless
institutional reform is achieved, these projects will not be self
sustaining by the project completion dates.

It is too early to draw any conclusions with respect to the
effectiveness of the Agricultural Sector Support project. However,
given the need for rapid disbursement for balance of payments support,
some question whether the Mission will find it possible to leverage
policy reform with that activity. The program is intended to support
and encourage Pakistan's ongoing reform program in agriculture and
agribusiness and to stimulate the process with new analytical work.

3. Energy

The Mission obligated $356.4 million during 1982-1987 for a
variety of activities in the energy sector. As is the case with
agriculture, no formal energy sector strategy has been developed,
although attempts to clarify the Missions focus have been made. Less
than 35 percent of the obligated funds were expended as of September
30, 1987.

We believe the sector shows promise of turning into a major
success story. The Mission has identified activities that complement
and reinforce those of other aid donors. It is prepared to take the
high risks and perform the unglamorous tasks that are associated with
exploration and testing to ascertain the feasibility of uncertain
investments which may then be financed by private investors. It is
gradually achieving institutional reform in those GOP agencies that
concern themselves with the energy sector.

We have here a confluence of interests. The GOP recognizes that
it is unable to obtain the resources to meet the investment needs of
power generation from public sector availabilities. Thus private
sector funding offers the only available source. The needed policy
changes are being made to secure these resources.
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4. Social and human resources development

The Mission has followed the GOP's priorities and has had
less activity in the social sector than seems to e warranted.
Obligations during 1982-1987 came to $196 million for health, malaria
cnntrol, population planning, human resource development (training),
and women in development programs. The Mission had no program in
education but is now designing a project in primary educacion for the
1988-1993 period, along with a proposed "Institutional Excellence"
training project.

Perhaps the most innovative activity was the support of the
Social Marketing of Contraceptives Project. Notwithstanding the
constraints imposed on public communications in the area of family
planning, an effective large scale distribution effor:, utilizing
private sector marketing channels has been established, that offers
contraceptives at prices within the reach of even the poorest
population segment.

In light of Pakistan's population growth rate (in excess of 3
percent), it is to be hoped that GOP policies and institutional support
for a major population program will be forthcoming. With the exception
of the Social Marketing of Contraceptives Project, the population
program, as presently implemented, operates under too many constraints
to be more than margzinally useful.

The Malaria Control project has been successful in again reducing
the incidence of malaria but the project's sustainability is dependent
only on the willingness of the GOP to allocate its own resources for
insecticide imports. The project cannot become self sustaining until
that happens.

The Mission's assistance in primary health during 1982-1987 ($30
million), was directed at improving the coverage and quality of health
care fer the rural population. In essence it was a continuation of the
Basic Health Service project which USAID funded during 1977-1981, to
establish a network of basic health units and integrated rural health
complexes. During the 1982-1985 period the project :oncentrated on
building up comprehensive rural health care delivery systems.
Subsequently USAID began focusing on reducing child morbidity and
mertality through oral rehydration therapy (ORT) and protection against
necuatal tetanus.

Althcugh some successes were achieved, particularly throush ORT,

tie orogrem suffers from inadequate GOP financial support, and, at
jiact infsially, was spread too thin to have any perceptible impact on
Pakistun's Lealth system.

it2 Mission's training programs received considerable attention
during the 1982-1987 period and probably represent one of its
important success stories. The Development Support Training Project
(DSTP), plus the training components of other sectors, totaled $68
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million and financed short and long-term training courses for almost
2800 Pakistanis. Centers for intensive English language study were
established to make it possible to broaden the participant selection
base, and to enhance the effectiveness of the training. Participants
were selected from the private sector as well as the public sector and
included a special program aimed at women. The Mission managed the
program with a maximum of flexibility to achieve its development
objectives. Utilization of returned participants appears high.

In addition to managing the Mission's participant training, DSTP was
used to strengthen a number of Pakistani educational, research and
training institutions.

S. Women in Development

The Women in Development (WID) effort received relatively
little Mission attention during the early part of the six year period
under review. Recognizing the political urgency of establishing the
overall assistance program and gearing up to a satisfactory operating
level, and considering the GOP priorities and the cultural patterns in
Pakistan, this is not surprising.

In the later years, once the program had been designed and was
running, the Mission examined ways to more directly address the WID
issue. Seeking more effective means to address the problems of women
in Pakistan's development, the Mission sought to approach the problem
through Pakistan's network of Non-Governmental Organizations. There is
some indication that the GOP has now come around to the Mission's
proposed approach. If GOP agreement is forthcoming, the Mission will
initiate another innovative experiment to facilitate the integration
of women into the national development process.

6. Axea Development and Narcotics Control

The basis for USAID involvement in this sector is in large
part political. $98 million was obligated during 1982-1987 but
disbursements totaled only $19.8 million, reflecting severe
implementation difficulties.

USAID is performing a development function as part of the
Pakistan-US cooperative effort to reduce the flow of narcotics from
opium poppies grown in the Gadoon-Amazai area under the Northwest
Frontier Areas Development Project (NWFADP). The GOP is responsible
for enforcement while the Mission's program builds community
infrastructure sub-projects to sweeten the bitter pill of enforcement.
The evidence shows a sharp decrease in poppy cultivation in the area
being served, although there is some indication that new plantings may
be leap-frogging to other areas.

The BALAD and Tribal Areas projects, intended to support GOP
efforts at national integration of lagging areas, experienced serious
difficulties during their earlier phase, are operating in an
inhospitable environment and seem to have exposed the Mission to risks
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of failure and worse, that go well beyond those of the normal economic
development project.

One might expect the GOP to take the lead in these projects with
the Mission providing the support. Instead, it is the Mission that is
in front. GOP support is not as high as might be expected, given the
GOP's interest in the problem and its requests that USAID take or this
challenging task. These two area development projects seem to fa.l
into the category, "Yet to be proven".

Recent changes (to require that the beneficiaries of the Tribal
Areas Development Project activities request the assistance) have
helped reduce the risks associated with that effort. The shift in
focus to construction of physical facilities, (and away from
institutional reform) reflects a realistic assessment of prevailing
conditions, but it puts into question the sustainability of the
projects.

D. Impact of the US Economic Assistance Program
1. Strategic and political impact

In strategic and political terms, the US economic assistance
program, begun in 1982 has been successful. It has done its job of
providing the economic sinew which made possible up-grading of
Pakistan's defense capabilities at a critical juncture in Central
Asia. It has helped offset Pakistan's expanded defense expenditures
and mushrooming refugee burdens. As a result, Pakistan has been
enabled to stand firm in the face of Soviet threats and to refuse to
acquiesce in Soviet efforts to subjugate the Afghan people. The
economic and military assistance combined has contributed in a crucial
way to building Pakistan's confidence in the renewed partnership with
the United States.

The reinvigorated security and political relationship with
Pakistan is a cornerstone of American policy in the region and toward
Afghanistan. The United States continues to share with Pakistan the
major objective of a withdrawal of Soviet troops from Afghanistan and
of political developments there which would permit the refugces to
return and the Afghans to again exercise their sovereign ind« endence.
Substantial progress has been made toward the achievement of these
objectives. However, even with the prospective withdrawal of Soviet
troops and winding down of the fighting in Afghanistan, the
geopolitical and security situation in the region is likely to remain
sensitive and unstable for some time and, therefore, a cause of
continuing concern for Pakistan and the United States. The
convergence of US and Pakistan security and political interests in the
region remains close. The renewal of US economic assistance in
support of Pakistan's economy and development program has gone a long
way in solidifying the relationship on a long-term basis. In these
terms the economic assistance program has proven its value as an
instrument of foreign policy.
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In fostering the promise of continuing US support for economic
and social development, the assistance program also can be said to have
contributed to a measure of political stability in Pakistan. Political
frustrations and radicalism in most of the country appear to have been
dampened down. There has been an evolution since 1985 from
authoritarian military rule toward civilian government and the promise
of elections in 1990. But the consensus for a more orderly democratic
process of governance is still fragile and vulnerable to political
extremism. Widening economic disparities and population pressures
aggravated by a plethora of ideological, ethnic, sectarian and regional
rivalries remain sources of political instability. A downturn in the
economy would bring many of these tensions to the fore.

Longer-term political stability and security for Pakistan is
crucially dependent on sustained economic growth in a framework of
broadening and more democratic participation in the fruits of social
and economic development,

In this regard, it is necessary to recognize that the strengthened
military and defense posture of Pakistan--which US assistance has
facilitated--imposes a continuing heavy economic burden for Pakistan
both in foreign exchange and budgetary terms. By 1986, it was clear
that continuing follow-on economic assistance beyond the 1982-1987
period would be required, and would continue to be a central feature of
US relations with Pakistan.

2. Economic impact and problems ahead

US economic assistance has supported and been associated
with impressive economic growth in the Pakistan economy. Annual growth
in the period 1983-87 has been 6.3 per cent, just below the Sixth Plan
target of 6.5 per cent. Per capita income growth has been somewhat
over 3 percent, given a population now estimated to be growing at 3.1
percent. Inflation has be~n moderated, averaging less than 5 percent
in the past three yezars Pakistan's leaders and planners take pride in
the high growth perfo~ ce of the economy which, in fact, has exceeded
6 percent for the t5-  .aine years.

However, ta. - _.a growth performance has been based on several
factors which hs- cor :ributed importantly in the past but do not
appear to be s° :airaple in the future--at least not to the same
extent. These include large remittances from migrants; the use of
resources gained from deferral of essential maintenance and expansion
of physical and social infrastructure needs; and the large economic
activity in the informal sector of the economy.

Migrant remittances, largely from the Middle East, which have
covered 65-80 percent of the trade gap, have been a fortuitous windfall
for Pakistan. However, remittances have been declining from their peak
of $3 billion in 1983 to 2.3 billion in 1986, and appear likely to
plateau at perhaps $1.5 billion in the 1990s, As the numbers of
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migrant workers has fallen, open unemployment is becoming a more
serious problem.

Essential investments in social and physical infrasturcutre can no
longer be delayed without damage to the prospects for future economic
growth. These include further large public investments in power,
irrigation, transportation, industrial skills and facilities, and up-
grading basic education and social services. The beginnings in this
direction by the Sixth Plan must be followed-up and enhanced during the
Seventh Plan period.

Also, continued high economic growth without a better
distribution of its benefits, is politically dangerous for Pakistan as
the high-growth experience of the 1960s demonstrated. Again in the
current period, Pakistan is postponing meeting the large backlog of
social and economic needs of most of its large and rapidly expanding
population. The literacy level in rural areas where three quarters of
the population live is 20 percent (8 percent for females); less than 30
percent have clean drinking water and health facilities. Despite
national self-sufficiency in food, the incidence of malnutrition
remains high. In the absence of safe drinking water and sanitation.
even the food that is available cannot be converted into nutrition.
And conditions in Pakistan's growing cities are little better than in
the rural areas for those with low incomes.

Much of the bouyancy of the Pakistan economy in the period under
review has been due to the large inflow of resources relating to the
war in Afghanistan, corss-border smuggling and trafficking in drugs.
It is estimated that this informal, or black market, sector were equal
to between 30 and 50 percent of Pakistan's officially recorded GNP of
$33.5 billion in 1984/85.

Another unsustainable aspect of Pakistan's recent economic
performance is the high domestic borrowing, which covers about 40
percent of the government's budget and currently amounts to almost 9
percent of the GNP. The Pakistan government has not found it possible
to translate the high growth of the economy into budgetary strength.
As expressed by the draft document for the Seventh Five Year Plan
(1988-93):

"Currently we are financing not only our entire
development budgetary outlay by borrowing but are borrowing
also large amounts to meet our currently expenditures. Debt
sevicing is rising rapidly which is further increasing
revenue deficit leading to yet more borrowing o cover it."

Yet, as the Seventh Plan document futher points out, "There is
widespread reluctance to pay more taxes, partly due to the perception
of collossal waste in public spending, and partly due to a
perceived inequity in the burden of taxation, made worse by rampant
corruption of tax administration machinery."
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These structural imbalances in the economy and fiscal system of
Pakistan constitute serious obstacles to continued economic growth and
development,

In particular, the high government borrowing, and the expedients
adopted to finance it, has now reached proportions which distort the
credit and banking system of the country and undermine private sector
development.

High public and private consumption has resulted in low savings
and investment, from domestic resources. Pakistan's rate of gross
investment averaging less than 16 percent during the 1982-87 period,
was one of the lowest in the developing world. External aid carries 80
percent of the development expenditure of Pakistan and domestic
borrowing the remainder,

To this daunting list of deferred investments, fortuitous
windfalls, and short term fiscal expedients must be added the burden of
an increasingly high defense budget which accounts for some 40 percent
of government expenditures. The defense expenditures, together with
the cost of domestic borrowing, account for over two-thirds of the
government annual budget.

The last few years in the region have seen the fueling of a
spiraling arms race between India and Pakistan which, without broader
regional understanding and coouperation, appears impossible to bring
under reasonable budgetary control in either country.
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PAKISTAN: Selected Economic Indicators

BUDGET
TOTAL REVENUES
(of which: tax revenues)
TOTAL EXPENDITURE
OVERALL DEFICIT

— s — o S— — — —— — —— — —

|GROSS DOMESTIC INVESTMENT
]GROSS DOMESTIC SAVINGS

I
EXTERNAL SECTOR

Current Acct. Deficit

External Debt

Debt Service Ratio a/
Interest payments a/

CROSS OFFICIAL RESERVES (Weeks of imports)

US Dollars

84/85 85/86  86/87|
(% of GNP)|

{

|

16.2 16.6 16.4|
(12.8) (13.3)  (12.9]
23.9 2.9 25.2|
7.7 7.7 8.8|
15.7 15.7 16.4
4.4 6.1 8.9
5.0 3.5 2.5
38.1 41.4 41.2
20.9 25.7 28.3
8.7 8.8 9.5
5.3 7.5 6.6

|
|
!
|
|
|
I
|
|
|
|
| Total Per Capita d/
|

|Gross Nat. Product 34.9 bil 357 b/
|Total Gov. Budget ¢/ 9.9 " 101
|Current Expenditure 6.8 " 70
JCapital Expenditure 3.l 31

Total

563.3
159.8
110.1

49.7

1985/86 Economic Data

Pak Rupees

Per Capita d/

bil 5,766
" 1,636
" 1,127
" 509

In percent of current account receipts.
1984 was estimated to be $380.

¢/ Federal and Provincial.
D

ec. 31, 1985 population estimated at 97.7 million.
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3. Impact of program structure and financial management

At the conclusion of the six year economic assistance period
covered by the initial US commitment (September 30, 1987), the full

$1.62 billion economic assistance package had been obligated for

specific development activities. Of this amount, $927 million had been

expended during that period (the full amount of $309 million programmed
for PL 480 edible oil sales plus $618 million in project and non-

The impact of both the military and the economic

assistance programs on Pakistan's balance of payments was as follows:

project assistance).

($ million)

USECONOMIC AID EXPENDITURES

11982 1.9
11983 48.7
11984 90.6
(1985 128.7
11986 202.9
11987 144.7
Subtotal (617.5)

|

11988 200 (Est)
(1989 175 (Est)
11990 150 (Est)
|ig9; 94 (Est)
1199

11993

1994

PL-480

THE IMPACT OF US MILITARY AND ECONOMIC ASSISTANCE
ON PAKISTAN'S BALANCE OF PAY:.iN'S

50
50
50
59
50
50

(309)

MILITARY LOAN
REPAYMENTS
($ million)

$8
45
60
120
187
(233) |
|
223)
239
232|
219]
242
231]
216

—— . — —— —— — — ——— — — — —— — —
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It should be noted that the foregoing figures show expenditures and
repayment obligations derived only from the initial assistance package to
which the US committed itself in 1981,
the six year period 1988 to 1993, approved in 1986 in the amount of $2.28
billion for the economic side, and the repayments for the complementary
military sales package, are not reflected in the above figures and will be

additive,

The second assistance package, for

For example, repayments for US military equipment purchases made under

the first and second package combined, will increase to $530 million by

1993.
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The Mission recognizes that project and CIP expenditure rates cannot be
increased sufficiently to accommodate these repayment levels during FY
1988-1993. It has, therefore, been proposed to shift a large segment of its
program for the next six years to sector grants under the $300 million
Agricultural Sector Support Project. These sector grants will be subject to
satisfactory progress in the policy dialogue arena.

The impact of US assistance on Pakistan's economy cannot be entirely
separated from that of other donors. In 1982 the World Bank-led Consortium
pledged $ 1 billion for Pakistan. Paralleling increased US assistance,
total Consortium aid commitments jumped to $1.7 billion in 1983 and §$2.2
billion in 1984. The US economic assistance constituted between 15 to 20
percent of total consortium aid committed to aid to Pakistan.

However, the US has been the largest of the bilateral donors and its
assistance efforts have been closely coordinated with the programs of the
World Bank and the Asian Development Bank, which together constitute the
three largest of donors of aid to Pakistan.

American aid is highly valued by the Pakistan government as the
largest of any of the bilateral donors, the most flexible in provizing
large-scaiz balance of payments support, and the most favorable, as to
terms.

Approximately 55 percent of the $1.62 billion provided under the FY
1982-FY 1987 program (including the PL-480 Title I program) was pure grant
and the remainder consisted of very concessional loans. The loan terms call
for a two percent interest rate during a ten-year grace period and a three
percent rate during the thirty-year repayment period. Approximately 70
percent of the value of these loans was effectively a grant. Given the
highly concessional nature of these loans, the overall grant element of the
entire program during the period is calculated at approximately 85 percent.

A substantial part of the US economic assistance committed over the
six year period was for direct balance of payment support. For example, the
PL-480 program and the Agricultural Commodity and Equipment activity
together amounted to about 45 percent. Most of these commodities result in
rupee revenues for the Government of Pakistan to finance development
expenditure in the budget. In general, these commodities such as edible
oil, phosphatic fertilizer and wheat were imports that Pakistan would have
purchased with its own foreign exchange resources in the absence of the
economic assistance program.

USAID devoted $44 million of its assistance to cover ilocal costs,
particularly construction in the irrigation, university education, power and
transportation areas. These dollar expenditures directly supported the
balance of payments, relieved pressure on the GOP budget and created
employment and demand for local materials.
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This composition of the aid was highly satisfactory to Pakistan.
"Occasionally", according to Pakistan officials, the American aid delivered
highly relevant technical knowledge to Pakistan's development needs.

US_BITATERAL ECONOMIC ASSISTANCE PROGRAM FOR PAKISTAN
UNITED STATES FISCAL YEARS 1982 TO 1987

(USS Million) Percent

Loan terms are at two percent interest during 10 year grace period,
three percent during 30 year repayment period fo: a grant element
throughout the period of approximately 70 .ercent.

| [
I I
| f
| |
| |
: |
: |
}]I. PROJECT/PROGRAM ASSISTANCE 1,312 |
| |
| Grant .891 68 |
| Loan * 421 32 |
| 100 i
I Sector Breakdown {
I I
] Health, Population, Education, and Training 196 15 |
| Energy and Environment 356 27 L
| Agriculture and Rural Development 635 48 ]
| Area Development 105 8 ]
| Other Projects 20 _2 |
| 100 |
|
JI1. PL-480 TITLE PROGRAM* 309 I
J I
|IIT.GRAND TOTAL, US ECONOMIC ASSTISTANCE I
I PROGRAM _TO PAKISTAN, FY1982-1987%% 1,621 |
I {
I Breakdown by Type of Expenditure I
I |
I Commodities and Equipment 71 I
| Technical Assistance 11 ]
| Training 3 |
| Nther Costs (includes construction) 15 i
[ 100 {
I |
! |
! |
I |
I |
I |

*% Does not include limited additional funding providing directly from
| A.1.D. for NGOs or regional and other centrally-funded projects. l
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The financial management of the program appears to have been
satisfactory. Annual obligations rose from $150 million in FY-1982 to
almost $325 million in F¥Ys 1986 and 1987. Actual annual expenditures
rose steadily from $50 million in FY 1982 to the $250 million range in
the later years of the six year program. The pipeline of undisbursed
funds at the end of the 1987 was on the order of $695 million.

During the period 1982 through 1987 Pakistan's foreign exchange
reserves hovered at around four to six weeks werth of imperts, a low
level but not a critical level. To a large extent, it was the
sustained high level of worker's remittances that avoided auy crises.
But targets for increased export earnings fell short and some export
prices fell. Debt service as a percent of exports rose to 24.5 percent
in 1986/87 and is projected to go higher.

Expenditures of the US economic assistance program represent
about 10 percent of total external aid flows to Pakistan, about 10
percent of annual worker's remittances and less than 3 pesrcent of
imports. The program was not intended to take full responsibility for
balance of payments support for the Pakistan economy. Its limited
objective, to compensate for the balance of payments effect of the
military support package, was achieved. Additionally, the program
generated resources needed to finance the jointly approved development
projects.

Thus it can be seen that both the composition and management of
the economic assistance program has been efficient, helpful to Pakistan
and has provided balance of payments assistance which more than offset
the foreign exchange costs to Pakistan of the US military sales.

However, as discussed earlier in this paper, Pakistan's balance of
payments and bu ‘zet deficits remain critically serious in the period
ahead. Heroic measures will be required to bring both the external and
domestic financial gaps within proportions which will not undermine
Pakistan's further development and stability. A recent briefing
paper, prepared by the Mission, provides a picture of the current
balance of payments situation. Excerpts from this paper are included
as Annex D.

4, Policy and stitutional reforms

In 1980 the Government of Pakistan was embarked on a gradual
program of reforms to begin removing major structural imbalances in
Pakistan's ecocnomy and to reverse the Bhutto regime's direction of
nationalizing the industrial sector. Strong encouragement was provided
by the World Bank and International Monetary Fund.

Examples of reforms taken in various sectors prior to the 1982-87
period include:
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Agriculture:

During 1980 and 1981, crop procurement prices rose
significantly: IRI-6 rice by 31 percent; sugarcane 28.6
percent, basmati rice 27.2 percent; wheat 16 percent; and
cotton 14 percent.

Fertilizer prices were raised 50 percent in 1980, and in
March 1982, additional price increases averaging 9 percent
were made. (The IMF believed much more of an increase is
needed but the GOP did reaffirm their commitment to eliminate
fertilizer subsidies by 1985),

Fiscal /Monetary/Trade

January 8, 1982 the government depegged the rupee to the
dollar and announced a managed floating rate. Between
January 8 and April 3, 1982, the rupee was adjusted 21 times.
The exchange rate as of April 3, 1982 was 11.58 rupces to $1.

Energy

Crude oil produced from new wells in existing fields to be
priced at a discount of 70 percent from international prices.
This is a doubling of previously existing producer prices.

The well-head price of associated gases in the Patwan region
had been increased from PR 0.75/per mcf to PR 2.00/per mcf.

Agreements for additional gas sources are to be negotiated
with private sector operators of the Mari and Khandkot fields
on the basis of a new pricing formula.

On January 1, 1982, the GOP announced an increase of about
20 percent on the consumer price of gas, leaving user prices
at about 1/3 of international energy equivalent levels,

Generally, the Mission's contribution to the policy dialogue
during the period 1982-87 has been concentrated in the sectors of its
major assistance, particularly in energy and agriculture. Its major
themes have been:

o

Increased privatization through deregulation and
liberaiization;

Movement toward market prices of inputs and outputs;

Economically and financially sound recurring cost policies;
and

Institutional improvements.
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In the early years of US accelerated aid (1982-87), policy reform
was not an essential feature of the program. For example the USAID
Country Development Strategy Statement (CDSS) for 1985 stated that
"since most of the GOP announced policy changes are sound and provide a
solid basis for economic and social development, USAID efforts are
focused on encouraging rapid and effective implementation of these
policies, rather than simply identifying policy areas that need
attention" (P.16).

The AID Mission, however, did concentrate on institutional reforms
as an integral part of its initial project design and implementation
planning. Most of this initial work was done by temporary duty staffs
from Washington and, later, by larger contract staffs. The general
lack of knowledge of Pakistan put the AID Mission at an extreme
disadvantage for meaningful work on institutional -aform. Many of the
early projects had a strong Washington orientation which was not
always well adapted to conditions in Pakistan. In fact, the project
provisions for institutional change were somewhat naive.

Nor were the contract staffs which undertook project
implementation well able to adapt the project designs for meaningful
institutional reforms. Such changes are extremely difficult to
generate from the project level. Also, the larger the contract teams,
the more difficult it was for them to work with their Pakistani
counterparts. This problem was especially acute in the USAID projects
with the Water and Power Development Agency (WAPDA). The fire of
institutional reform went out in most of the early USAID projects.
Pakistan's development instjtutions associated with these projects
remain highly centralized in administration, quite bureaucratic and
reluctant to quickly adopt changes.

USAID's effort at sectoral policy reform has been more successful
than its effort toward institutional change. Important liberalization
measures nave been adopted by Pakistan in favor of the private sector.
Thesz have been the result of careful research and policy studies
sponsored by the Mission. When studies proceeded project design the
results were usually positive. Some of the main areas in which the
Mission has claimed significant contributions toward sectoral policy
reforms are as follows:

a. Agricultural sector:
(1) Edible oils:

o The monopsony control of the Ghee Corporation of

Pakistan (GCP) to buy cottonseed oil has been
removed. Approximately 78 percent of the total

1985-86 cottonseed oil supply of 253,000 MT was
procured by the private sector, at an estimated
value of $197 million.
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(2)

Restrictions on private sector edible oil imports
were abolished. Import taxes levied on edible oil

traders and brokers were also suspended leading to
a substantial increase in the private sector share
of total edible oil imports.

Ghee, edible oil and oilseed prices were

decontrolled at the retail, wholesale and farmgate
levels, Prices in the domestic edible oil

industry were subsequently linked to long-run
price trends in the international market.

No additional public sector investment will be made

in edible oil refining capacity to meet domestic
consumption requirements. The estimated

cumulative investment cost of $183 million over
ten years will be financed and managed by the
private sector.

Fertilizer:

o

The private sector share of imported fertilizer
distribution has increased to 60 percent. In 1982,

the private sector share was only 30 percent,

Production and distribution of nitrogenous
fertilizer was deregulated,

The subsidy and development surcharge system for
domestic manufacturers of nitrogenous fertilizer
was eliminated,

The prices of DAP and SSP were increased by 10
percent and 25 percent, respectively, This reduced

the financial subsidy for fertilizer by another
Rs.200 million ($12 million). But the GOP promise
to the IMF to eliminate the fertilizer subsidy has
not yet been implemented.

Incidentals allowed for marketing imported
fexrtilizer have been made uniform for both private

and public sector distributors. Previously,
private sector agents were at a disadvantage.

vate sector distributors now ck u orted

fertilizer at dockside rather than through public

agencles in the provinces. This change benefits
the private sector and makes distribution more
efficient.

Sweepings and old stocks are now distributed
equally among private and public distributors.
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Previously, private sector distributors complained
that they received a disproportionate share of
these inferior stocks.

(3} Irrigation:

o

Tae GOP has agreed in principle progressively to
increase water rates until O&M costs for the

irrigation system are completely covered.

Provincial expenditures for O&M for the most part
have exceeded targets recommended by the IBRD,

Revenues as a percentage of O&M allocations have
declined from 53 percent in FY 1983 to 38 percent
in FY 1987 (due to the even luarger increases in
funding for O&M, another policy goal), despite a 5
percent annual increase in water user charge
revenues over the past five years, With the
potential decreased in O&M costs resulting from the
privatization of public tubewells and increased
revenues resulting from the adoption of improved
water user charges assessment and collection
practices, the revenues are expected to cover 100
percent of the costs of the irrigation system by
1993 (the Punjab recovers almost 100 percent of its
O&M costs if public tubewells are excluded from its
0&M expenditures).

Energy sector:

(1) Domestic resource mobiljization

(o]

The GOP announced a policy in late 1985 to promote

ivate sector investment in large-scale powe
generation plants, The Karachi Electric Supply
Company (KESC) has advertized to buy power from the
private sector at a fixed price in the hope that
investors will build a power plant to do this,
The Ministry of Water and Power is seeking
proposals from the private sector to develop large
scale power generation plants.

e GOP asked the sion to help attrac ivate

gector investment on a risk-sharing basis in the
od o] fields

Consum as prices have bee aised ve t S
since Januar cluding a 20 perce ice
ike in June 1984 es for commercial a
ndustrial users were raised by an average (0
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percent in July 1985, The increasss are part of an
agreement to move consumer natural gas rates to
two-thirds of the border price of fuel oil by 1988.
This target has essentially been met, due in part
to recent lower world oil prices.

0 Distortions_in the producer price of natural gas
have been reduced to increase incentives for the

exploration and development of new gas fields
Producers of new non-associated gas receive 66
percent of the international price of fuel oil at
main consumption centers, adjusted for the
transport cost of gas, less a discount to be
negotiated. This new formula came into effect in
September 1985.

o Customer electricity rates were raised 10 percent
in June 1985, the first such increase since 1982
and again in 1987. The increases were in response
to an agreed upon self-financing formula which
states that at least 40 percent of WAPDA's
investment finzncing requirements (averaged over a
rolling three-year period) will be met by user
charges.

o WAPDA, with USAID assistance as completed the

design and initiated the implementation of

ograms to reduce its expenses and crease its

income and rate of return on its investment by
reducing both thermal and a tive eft
ene osses 1 ts power dis bution syste

Both the World Bank and ADB have agreed informally
to help co-finance the thermal energy loss
reduction program.

o WAPD, with US assistance as co eted e
des o) oject to uce nses a
ease s income and rate o u [o)
investment by improving the operational and thermal
c of its therma oW a
{2) e e c and conse o)
o as _emb ed a pnat e
conse n ogram, wit e t e
d d close coo OoNn_Ww ]
(3) Institutiona efo zat
o W W t tance
established and staffed a new consolidated and

potentially detachable Power Distribution Wing.
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o arge private sector utilicy in the United States
(American FElectric Power) has been approved by
WAPDA's Authority as a general model for the
reorganization of WAPDA's power wing and

improvement of the planning, engineering, customer
service, financial and most key functions of its
new Power Distribution Wing.

o The national emnergy planning function has been
relocated from the Ministry of Petroleum and

Natural Resources to the Ministry of Planning and
Development under the responsibility of a new
Energy Wing.

c. Narcotics:

o With Mission support, the GOP developed a Special
Development and Enforcement Plan (SDEP) to attract
multilateral and bilateral support for a comprehensive
development and enforcement program in Pakistan's opium
producing areas. A Special Development Unit (SDU) to
plan and coordinate all projects having opium
eradication objectives was also established. A
development project for Dir has been approved and a
similar project design is planned for the Bajaur and
other poppy growing areas. Enforcement is expected to
follow closely behind initiation of these projects.

o) Narcotics Awareness Program was initiated through tke
PNCB in August of 1986 and was followed by two more

campaigns. These campaigns helped bring the problem to
the attention of local politicians and making it cleatr
that with an estimated 600,000 addicts in Pakistan,
narcotic is also a Pakistani problem., Longer term
assistance in setting up an informaticn unit within PNCB
has alro been initiated,

These sectoral policy changes are important but they are mostly on
the margin of the more fundamental economic reforms required. By 1987
it was increasingly clear that worsening prospects for the economy were
due, in part, to delays in instituting more fundamental policy reforms
which would liberalize the economy, deregulate the private sector,
reduce subsidies, and mobilize domestic resources. The AID Mission's

agenda for fundamental policy reforms remains a large and important
one.

At the time of the negotiation for the second six year US aid
package for the period 1988-1993 USAID obtained GOP agreement to
conduct a formal Economic Policy Review, on an annual basis, attended
by the most senior GOP civil servants, to discuss the development
policy framework. When these meetings are held in Islamabad, as many as
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20 of the top GOP Civil Service leaders, most of them at the Secretary
level, met in formal session with the Mission leadership.

The first of these reviews was held in August, 1986 and covered
the wide range of policy issues which the Mission had rzised with the
GOP in connection with the next assistance period. A second Policy
Review was held in February 1987, and was followed by an interim review
in September 1987.

A copy of a policy dialogue matrix, prepared by the Mission,
groups the Mission's concerns by its CDSS program goals for the
1988-1993 period. (See Annex F). The comprehensive list of major
policy concerns, contrasts sharply in scope and vitality, with the list
of policy reform actions taken by the GOP, and described above. For
example, the Mission is pressing for mzjor actions to mobilize domestic
resources by establishing private sector investment institutions,
shifting public section institutions (i.e., WAPDA) off-budget with
responsibility to raise their own capital and increasing user fees to
eliminate the need for subsidics, and instituting cax reforms. These
are profound and f.ndamental reform measures, desperately needed, but
unmatched by any actions which, so far, have flowed from the policy
dialogue.

Concurrent with these discussions, the GOP was also engaged in its
annual Pakistan Aid Consortium meetings. As described in greater
detail, under the "Donor Coordination" section of this review, the
recurrent themes during these annual Consortium meetings during the
period 1982-1987 were:

o Increased domestic resource mobilization to reduce the
deficit in Government account;

o Trade reform through Iibteralization;

o Comprehensive tariff reform;

o Improved pricing policies; and

o Expanded develcpment of humsn resources and the social
sectors.

Unquestionably the Consortium discussions were on the same themes
as those of USAID's formal policy review. In neither instance can it
be said that the pace of reform was satisfactory to the donors. During
the period 1982-1987 there were signs of increasing concern with
deteriorating conditions and the need for more basic actions,
particularly with respect to deficit reduction in the Government's
budget.
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d. Private sector development

The economic assistance program, drawn up in 1981 at the
time the US multi-year aid comn’tment was negotiated, included a $50
million project allocation for a private sector development fund. At
some point during the first three years of the program, the Mission
decided not to establish a separate activity, but rather to incorporate
its private sector concerns into its portfolio of sectoral project
activities. One person in the Program office was asked to look after
private sector concerns in addition to his other duties.

A strong focus is evident in the Mission's sectoral activitiss to
bring the resources of the private sector to bear on the development
process. As a result, the population project contains a component to
utilize the private sector in the distribution of contraceptives. The
energy program now has a strong focus on bringing private investors
into the power generation business. The agriculture program has secured
a greater role for the private sector in fertilizer distribution,
oilseeds extraction, import and distribution. The training project has
included persons from the private sector for overseas training.

The policy dialcygue was used to raise issues that acted to
constrain the private sectnr's contribution to the development process.
The GOP independently established a National Deregulation Commission
and a Disinvestment Committee in June, 1985 to oversee a
“liberalization" of the economy. The wide-ranging terms of reference
for the commission reflect a series of major Mission concerns,
including removal of cost-plus pricing policies, dismantling of wheat
and flour rationing, private sector participation in the cotton trade,
decontrol in the production of edible oils and fertilizer, and further
reductions in restrictions on establishing new industries. To help the
work of the Commission USAID funded important studies of the edible oil
and fertilizer sub-sectors. Based on the Commission's closely heid
report the GOP has taken rather decisive steps in rationalizing the
edible oil, fertilizer and rice sub-sectors as reported previously in
the agriculture section.

On the other hand, GOP rhetoric has been better than its
implementation. Certainly, the Mission did not find itself "pushing on
an open door"”, as it attempted to encourage policy actions to free-up
market forces.

Whether the Mission would f.ave been more successful, had it
attempted to program specific activities to catalyze private sector
growth with the $50 million originally earmarked for a private sector
development fund, cannot now be determined.

The Private Sector Window established as a facility to finance US
imports has not worked. It is unfortunate that AID has found itself
unable to allow the utilization of its funds by the private sector of
Pakistan to import pruducts from the US, while at the same time it has
expended large amounts ~f its resources to encourage trade and
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investment, private sector growth and similar activities. The fact
that Pakistani importers are utilizing non-aAID foreign exchange to
purchase goods from the US would suggest that the basic economics of
Pakistan-US trade are not flawed. There continue to be requests from
Pakistani importers to utilize these funds, but these transactions

fail in part because of lack of timely and favorable responses from AID
Washington to special requests to waive procurement and shipping
requirements,

It is difficult to believe that the problem is as intractable as
it would appear, although part of the solution would seem to lie at the
Washington end. Perhaps it might be possible for AID Washington to
delegate authority to the field to approve requests for waivers of
relevant US procurement and shipping regulations on a case by cuse
basis.

e. Conclusions on policy and institutional reforms

Both the annual Consortium meetings, and the GOP-Mission
policy reviews demonstrate a willingness on the parc ~f all
participants to give serious and professional consideration to the
issues which impinge on the success of the Pakistan development effort.
When the representations for policy change are wzll documented, and the
objectives are consistent with the priorities of the GOP, these
discussions often have lead to improved conditions for economic growth.
The more significant policy changes which were taken during 1982-1987
are cited in the text above,

Since 1982 the Government, for the most part, has worked on the
edges of fundamental change. Initial progress has been made in reducing
administrative controls, deregulating the private sector and adopting
more liberal foreign exchange and trade policies. However, there has
been no true deregulation; some rules have been changed, particularly
in the energy sector, but key government controls over the economy have
been preserved.

The successes in encouraging such changes have i:zan greater at the
sector level than on the macroeconomic policy level. The deteriorating
GCOP budget deficits have been a subject of continuing discussion during
the past six years without effect. The banking system is still
nationalized. The industries, nationalized during the Bhutto
administration, have not been divested. A major reduction in GOP
control over Pakistan's market forces has not occurred. And, most
important, action to reduce the deficit in the government account has
not been taken.

Success in stimulating more rapid institutional reform,
particularly among the institutions receiving technical assistance
thrasugh USAID's program, is not apparent. A number of these
institutions cannot fully absorb the technical assistance being
provided, without major adjustments in budgets, staffing. procedures,
establishment of linkages with other GOP institutions etc.
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The policy dialogue is a forum for discussion. USAID's leverage
is limited since the six year US commitment is not contingent on
performance. Even if it were, it is questionable whether the pace of
policy reform would be any different. Certainly, the World Bank
lending levels are not preset; yet the GOP has not shown greater
responsiveness to their representations than to USAID.

In the final analysis, the government of Pakistan must make the
political judgments concerning the policy framework in wiich the
econeomy should operate, and the pace at which that framework should be
modified. As described in the earlier analysis, Pakistan has some very
serious problems looming on its horizon, in magnitudes that could
jeopardize recent gains and diminish the economic impact of the flow of
external assistance. It can only be hoped that the pace of policy
change will be quickened to assure continuation of its recent growth
path. USAID has worked diligently and skillfully to utilize the policy
dialogue to call the attention of senior GOP officials to important
policy areas that require change.

E. Donor Coordination

The Aid-Pakistan/Consortium, with the World Bank in the chair,
constitutes the earliest form of donor coordination that has been going
on for a quarter of a century. The Consortium provides an annual forum
for coherent reporting on and discussion of the performance of the
Pakistan economy, for estimating aggregate aid needs and assembling
responses in the aggregate, and for some highly selective policy
dialogues. A perusal of the summaries of proceedings of the annual
Consortium meetings for 1983 through 1986 also indicates that the basic
posture of Consortium members is to define a macro policy agenda for
meeting Pakistan's economic difficulties. (See Annex G for a summary
cf the 1985 consortium meeting). The core of this agenda is major
movement towards economic liberalization in whichk public and private
sectors will be increasingly focused upon their areas of comparative
advantage, with the public sector concentrating on the provision of
public goeds and infrastructure and the private sector increasingly
responsible for the production and distribution functions within the
economy. These goals are to be pursued in a climate of fiscal
restraint and with sufficient monetary controls that inflation remains
within appropriate bounds. In specific terms, Consortium members have
coordinated their concerns in calling for trade reform through import
liberalization, comprehensive tariff reform, increased resource
mobilization, improved pricing, increased efficiency of public
industry andé agriculture productivity, expanded development of human
resources, and structural reforms.

In zakistan, USAID is one of the three largest donors; the others
are the World Bank and the Asian Development Bank. Japan is emerging
as an increasingly important bilateral donor and may actually provide
more assistance than the US in 1989. For a number of years,
USAID/Pakistan has encouraged inter-donor and donor-recipient
coordination of development assistance and other official flows.
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Through formal and informal contacts and consultations, USAID has
promoted improved inter-donor coordination by commenting on proposed
Wor'd Bank and Asian Development Bank projects; by parallel financing
in the irrigation and energy sectors; by coordination meetings with
other donors on energy, health and irrigation and by funding major
studies in the energy area that have led to project financing by other
donors.

From policy and opasrational issues in particular sectors or
programs, to questions of institutional development and project
proliferation, as well as specific project planning and implementation
problems, USAID has appreciated the potential advantages of
reinforcement and the analytical convergences it has enjoyed with the
World Bank and the Asian lPevelopment Bank (despite the latter's weak
policy conditionality). Indeed, the Mission's role in inter-donor
coordination contributed in no small measure to increasing the overall
impact of its cwn FY 1682-87 economic assistance program.

The rationale for coordination has always been obvious, but
traditionally recipient governments have been suspicious (fearing a
ganging up effect), and donor agencies in turn have been reluctant to
sacrifice autonomy. However, the importance and potentialities of the
e¢fficiency gains that can be had from effective coordination of the
various inputs from a multiplicity of donors has come to be appreciated
by Pakistan's leaders. In addition to other cuordination meetings, a
GOP-Donor Joint Task Force on Implementation was established on
Septeber 18, 1984 (with the Office of the Resident Representative of
the World Bank serving as the Secretariat) to address problems in
donor-financed activities and improve GOP-Donor coordination. Some
progress was made in analyzing the problems, with USAID pressing for
correction of weaknesses in five specific areas of foreign assistance
management: planning, scheduling, timely decision making, accurate
tracking and monitoring, and accountability for performance of
projects.

At the same time, USAID established rapport with concerned
federal and provincial officials for coordinating USAID project
expenditures with the federal and provincial budget systems, and made
concerted efforts (particularly during 1984-87) to improve USAID-GOP
budgetary coordination with a view of realizing quick disbursement of
funds for approved and planned activities contained in the $ 1.625
billion mutually agreed economic assistance program. The magnitude of
the program gave it a genuine macro-level significance in the Pakistan
context which provided a powerful impetus to denor coordination in the .
development of a broad and sustained series of policy discussions and
initiatives. B

USAID joined the major multilateral financiers and GOP in a
multi-year approach to structural reforms and sector policy
reorientation. Each of the parties (12 bilateral members of the AID-
Pakistan Consortium, twe multilateral development banks along with the
IMF, several agencies from the UN family including UNDP and a numper of
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private aid agencies) had special areas of concern and at times
distinctive policy predispositions, but they all shared some common
long-term goals. While the IMF and the IBRD brought a keen sense of
the necessity for fiscal restraint and monetary reforms with a
particular concern for the resource side of public finance to the
dialogue, USAID brought a particular appreciation of the importance of
market mechanisms, the allocative efficiencies of market pricing, the
resouce mobilization power of the private sector and the advantages of
government disengagement from many key economic processes. In time,
all of these became shared concerns, for the goals of more investment,
more efficient resource mobilization/allocation/utilization, a larger
role for the private sector and (most importantly) sustained high
growth rates were themes common to all parties in the dialogue. GOP
econvmic planners also came to recognize the importance of the wise use
of resources and the need to bring about structural and sectoral
reforms. Donor coordination thus helped place policy reform on the
central GOP agenda and although progress has been slow (mainly because
of GOP sensitivities to the domestic political environment), donor
coordination brought a thorough professionalism and a long-term
perspective to the process of development assistance.

USAID posture on macro policy was to define a role in relationship
to the initiatives of the major multilaterals. Table € outlines the
basic priorities for USAID policy and investment stratagy, noting the
sectors where other donors play the leading role.

The best opportunities for USAID-encouraged reforms, facilitated
by donor coorilination, have been in specific sectors rather than at the
macroeconomic level. In the energy sector, for example, USAID in
collaboration with the World Bank partizipated in a continuous and
extensive dialogue with the Bank on energy pricing and all other major
energy sector issues. There is considerable complementarity in the
portfolios of both which underpins this joint approach. USAID's
ability to finance institutional studies in energy give it the lead in
many organizational and management questions in this sector, while the
Bank's superior price and tariff expertise position it for the lead
role on these issues. The dialogue built upon this complimentarity.
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( TABLE 6 ]
[ |
| AID STRATEGIC PRIORITIE 0 ND 0 |

l
{ Policy Investment Donor Leadership |
| |
|I. Economic Infrastructure |
| Energy MAX MAX AID/IBRD/ADB/Bilat |
| Water HI HI IBRD/AID |
| Transportation & |
| Communications MED/LO MED/LO IBRD ]
| !
|II. Commodity Producing Sector |
| Agriculture MAX MAX AID/IBRD/FAQ 1
| Industry LO LO/NIL IBRD |
| Minerals (excluding |
] fossil fuel) LO/NIL NIL IBRD ]
| |
|III.Social Infras cture |
| Education & Manpower ? ? IBRD/UNDP |
] Urban Development LO/NIL NIL IBRD i
| Health MED MED/LO WHO/IBRD/AID |
] Population MAX HI AID/1IBRD/UNFPA |
| |
|IV. Othexr |
| Narcotics MAX MAX AID/UNFDAC/INM/DEA |
] Lagging Areas MED HI AID/IBRD/ADB/UNDP |
| Private Sector Dev. HI MED AID/Internatioval |
] Commercial Banks !
| ‘ !
R R R LD |
|LEGEND:

l
| MAX

Maximum possible within Mission staffing/funding resources.

|MED - Important sector, but AID inputs subject to reduction when
| higher priority sectors present new investments/policy

| opportunities,

|
|
|
|
|HI - Funding and policy priority higher than lower ranked sectors. |
I
|
|
I
|
l

|[LO - Sufficient investment/policy involvement to keep a "seat at the
| table" pending possible priority changes for AID/GOP. ‘

R L D S D G D D S D W S D D G S G D e S T G S U P A e SR b B e D A D D W D G A D D e R D R D N W W e
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USAID has also been coordinating closely with the World Bank and
the Asian Development Bank on areas of energy planning, conservation,
power generation and cial resource development. It has zo-financed
with the Asian Development Bank a 450 MW combined cycle unit at Guddu.
USAID had an important input into the World Bank's Energy Sector Loan
of July, 1985, and tied the release of Energy, Commodities and
Assistance project funds to GOP approval of the Loan and progess in
implementation of key issues. The World Bank and the Asian Development
Bank have expressed interest in funding of the Lakhra Coal Mine and
Power project, and USAID has actively sought their input in the project
feasibility studies. This approach provided a ba3Is for a powerful and
concerted effort by key energy donors to work on a broad agenda of
sector reforms in emergy. It has been the persistence and
determination of the USAID Mission, combined with a very considerable
responsiveness from other donors, which has permitted the conduct and
expansion of such inter-donor coordination at sectoral levels (for
USAID Post-1987 Policy Initiatives, see Annex G).

F. Negotiating the Follow-on Program 1938-1993

1. Background

During the Fall of 19%4 the Governments of Pakistan and the
United States began to consider the scale and content of continuing
assistance beyond 1987 when the initial six year agreement would have
ended. USAID had completed the start-up efforts of the initial program
and the Government of Pakistan was looking ahead to the requirements of
its Seventh Five Year Plan for the period 1988-1993. President Reagan
had verbally assured President Zia that there would be continuing US
assistance after 1987.

The congruent strategic and foreign policy interests between the
two governments which had led to the initial agreement were likely to
remain just as relevant in the post-1987 period as they had been in
1982. For Pakistan to sustain its foreign policy position with respect
to Afghanistan and to meet both its defense and development
requirements would require substantial continuing US assistance.
Specifically, the Government of Pakistan requested a further six year
commitment of assistance at a level which would maintain the real value
of US 1987 annual assistance with an enhanced fast-disbursing payments
component and the continuing sectoral emphases of US assistance already
underway. Pakistan also sought to maintain the link between military
and economic assistance. ‘

The post-1987 economic assistance level was heavily influenced by
the earlier military sales component and the repayment obligations
which it generated. For example, it was estimated that repayments by
Pakistan on US military sales--both the 1982-1987 and projected
1988-1993 packages--would rise from $250 millien in 1988 to $520
million in 1993, totalling some $2 billion in repayments for the
period. Even at more concessional terms than the initial arms package
agreement (12 year repayment at half the US Treasury rate, with a
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floor of 5 percent) the Pakistan repayment burden to the US is
considerable. As an offset, the economic assistance’-7as to be on fully
grant terms, with the exception of the PL-480 componer:. These terms
made it more attractive for the Government of Pakistan to shift the
balance of military and economic assistance somewhat in favor of the
econoaic.

It was agreed at the request of USAID that policy reform dialogue
would be an integral feature of the new assistance package. In this
regard, Pakistani officials agreed to an annual high level economic
policy review with US officials. The judgement as to the nature and
timing of reform, if any, was to be entirely that of Pakistan, and
without effect on the on-going committed level of US economic
assistance.

During the course of the negotiations for the post-1987 assistance
package the AID Mission, however, was able to share its reform concerns
with high level Pakistan officials. As the Mission saw it, there was
an overriding necessity to accelerate the pace of policy reform in
order to deal more effectively with the cumulatively difficult economic
problems which Pakistan was facing, particularly in the areas of trade
promotion and external payments and internal resource mobilization.
Additionally the Mission was able to present a plethora of policy

issues in areas of its program concernsz. This list included the
following:

Agriculture:
-~ privatize fertilizer production, import and distribution

-- privatize tubewell development
-- decontrol prices of edible o0il, wheat, fertilizer

-- increast water rate charges to recover operating and capital
costs

-- develop linkages between agricultural research, training and
extension

-~ facilitate private sector delivery of agricultural technology

.- facilitate private sector role in food storage, distribution
and processing

-- establish a private sector commodity exchange

Epergy

-- allow competitive pricing of oil, gas and coal
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-- allow and encourage private sector participation in energy
development and operation

--  increase seglf financing of investment
-- raise user charges
.- increase efficiency

-- increase conservation

-~ rationalize private and public sector roles
Social_ Sector

-- increase contraceptive availability

-- recover costs in public hospitals

-- focus on female education and adult literacy

-- focus on primary education by budgeting increased public
resources

Additionally, in this policy dialogue, which accompanied the
negotiation of a new economic assistance package for 1988-1993, USAID
raised a number of broader macro-economic issues, including the
elimination of public subsidies, a greater role for provincial
governments in development, increased savings incentives, elimination
of government price controls, reducing barriers to private investment,
speeding the process of divestiture of nationally owned enterprises,
import tariff reform, and other issues of concern for more effective
program implementation. Thus it was that USAID was able to raise the
level of its policy dialogue with the Government of Pakistan, and to
vent the cumuiative list of its concerns about reform. To date two
full annual policy reviews have been held with senior Pakistan
officials in 1986 and 1987, and the Mission regards this as good
progress.,

2. Nature of the 1988-1993

The final negotiations for the new US assistance puckage to
Pakistan for 1988-1993 were concluded in Islamabad during March 1986.
The basic understanding on the US commitment was contained in a letter
from President Reagan to the Prime Minister of Pakistan, dated March
18, 1986. The total level of the commitment came to $4.02 billion.
with military sales representing $1.740 billion and economic aid $2.280
billion--of which economic grant aid was $1.8 billion and PL 480 sales
$480 willion. As can be seen, the follow-on assistance was more ‘
favorable to Pakistan than the earlier aid package, responding in part
to the countries more serious economic and military sales repayment
problems.
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Like the earlier program, about 40 percent economic assistance
projected for 1988-1993 will concentrate on fast-disbursing activities
to support the balance of payments and on the fnur sectors of
agriculture, energy, health and popula:ion, and training, as well as
continuing to address the special problems of narcotics control and
economically lagging geographic areas of the country. In these areas,
USAID's comparative advantage is based on its continuing involvement
and experience which in many cases is based on detailed analyses of the
importance and possible modes of reform for more effective
implementation.

The iarge energy program will reduce the shortage of electricity
and utilize indigenous energy resources and will continue to seek
improvements through tariff reforms, conservation, managerial
innovations and increased private sector participation. The
agricultural program will continue efforts to raise the productivity by
improved irrigation efficiency, and research, teaching and management
institutions and by efforts to increase the role of the private sector.

Major new innovations include the mounting of a large scale child
survival effort as part of the health program, (additional to
continuing efforts in population and malaria control) and specifically
seeking to further health and other social objectives through
commercial channels in the private sector. In education the Mission is
considering a major new project in primary education, additional to
conzinuing and expanding the already large training program te supply
high quality personnel for strengthening key institutions.

The program also contains several new activities to assist women's
development in Pakistan. A proposed $30 million Special Development
Fund primarily for expansion of Pakistani non-governmental
organizations and other decentralized entities would increase
substantially assistance for women's related programs. In the primary
education program which is under consideration, one objective would be
to raise enrollment rates for girls, especially in rural areas. And
the child survival program will greatly improve female health.

The new program for the six years following 1987 not only builds
on a sound basis of Mission experience and launches new innovative
activities, but it was negotiated early enough, March 1986, to allow
adequate lead time for revision of on-going projects and development of
new project designs. In this the Mission has taken advantage of one of
the lessons of the earlier 1982 program. Consequently the Mission is
in a much stronger position than it was previously to move forward on
its program implementation and reform agenda.

See Annex H for a comparison of US assistance to Pakistan, 1982-
1987 with the propo«ed program for 1988-1993,
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G. Strengths and Weaknesses of the 1982-1987 Economic Assistance
Program

The rationale of the 1982-1987 economic assistance program to
Pakistan was largely political in its conception and central
objectives. Within this high priority foreign policy frame of
reference, the program was formulated, managed and staffed according to
development criteria laid down by the Agency for International
Development in Washington. Consequently, our review of strengths and
weaknesses considers these interrelated political and developmental
aspects of the program.

1. Overview: Political strengths and weaknesses

As we have observed, the major rationale of the economic
assistance was in meeting political and geo-strategic objectives. The
program provided resources which facilitated the purchase by Pakistan
of defense equipment, including F-16 aircraft, essential to
strengthening its defenses in the face of Soviet pressures and air
incursions on Pakistan's northern frontier with Afghanistan. As part
of the process of strengthening Pakistan militarily and diplomatically,
US economic assistance was important in revitalizing the political
partnership between the two countries on a longer-term basis.
Pakistan, in particular, sought to reestablish the earlier development
assistance relationship with the United States which had proven so
valuable to it in the past. These constitute the program's major
strengths.

The revitalized political partnership between Pakistan and the
United States, and the waiver of the Symington Amendment (Section 669
of the US Foreign Assistance Act prohibiting aid to countries which
appear to be seeking a nuclear arms capability) may lead to a better
appreciation and possible accommodation between the two countries on
this important and sensitive issue,

Renewed American respect for Pakistan's firmness in the face of
Soviet aggression in Afghanistan, and the apparent determination of the
Government of Pakistan to bring narcotics .-oduction and trafficking
under control within its territory, hav. ' important factors
strengthening the political partnership &®  'n them.

On the other side of the ledger, a p: .ble political weakness is
that the overall US aid package to Pakist.. (ecunomic and military),
may have contributed to setting back incipient efforts for improved
regionil cooperation between lndia and Pakistan and to have worsened
relations between them. These earlier efforts, although fragile,
appeared to be making progress in a rumber of areas of mutual concern.
Over the next few years Pakistan and India will need to seek a renewed
basis for improved regional understanding, particularly to limit the
recently spiraling arms race which is undermining economic and social
development efforts in both India and Pakistan.
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2. Management and staffing of the program

An important strength of the program, in terms of political
and financial management, was the multi-year commitment of a pre-agreed
level of assistance. This provided flexibility in program management
to ensure a relatively rapid commitment of resources to meet Pakistan's
clear need for early balance of payments assistance.

A concomitant weakness, however, was that the pre-agreed level of
assistance and the need for rapid obligations of assistance diminished
the AID Mission's possibilities to relate the ecomomic aid to firmer
development performance criteria, in terms of performance in the
preparation and execution cf projects by both by the AID Mission and by
Government of Pakistan agencies. There was a tendency to be over-hasty
in project formulation and implementation to meet obligation and
expenditure tuarget levels in response to the overriding political
nature of tl: assistance. This was an understandable trade-off, given
the political naiure of the program, which led to some lessening of
development effectiveness of the assistance. On the whole, however,
Mission managers are to be commended for herculean efforts to square
the circle of politically-driven assistznce criteria with development
objectives.

For example, one of the political strengths of the program was the
low American staff profile maintained by the AID Mission, in terms of
the small number of permanent direct hire staff relative to the size
of the economic assistance. The initial staffing problems of the
Mission, which led to a seemingly continuous stream of temporary duty
personnel from Washington, must be considered one of the major
weaknesses of the program in its first three years of operation. This
gave the initial program formulation an overly Washington flavor and
orientation which, in many cases, could not take sufficient account of
country-specific circumstances and problems. The Mission staff, and
the large contingent of American contract personnel engaged to carry
out program implementation, generally has beon weak in prior knowledge
and experience of Pakistan. The political pressure for an early and
viable obligation of funds, along with this lack of prior knowledge,
has not been: without cost in terms of somewhat lessened development
effectiveness than might otherwise have been possible,

In many respects the problem was compounded by the AID Washington
imperative and orientation which correlated development with early
achievement of across-the-board institutional reforms in all of the
program’'s activities. No development activity requires more intensive
technical assistarice and country-specific knowledge, along with the
closest working relations with host country counterparts, than
institutional reform. The pressure for getting the prongram underway,
the large American contract teams imbued with a "gung-hio" spirit of
reform, and the earlier weak contacts with Pakistan officials at the
~oparational level, all contributed to a generally weak Mission
performance in the area of institutional change. This weakness has
been pervasive in the Mission's program during the period under review,

58




and remains especially true for those projects where successful
implementation is critically dependent on institutional changes.

AID Mission management shifted its reform agenda after 1985 away
from the heavy institution reform orientation and repaired much of the
damage in project relationships, while continuing to advocate more
gradual institutional reform. Institutional weakness is endemic in
Pakistan and limits the country's development effectiveness in number
of critical areas. The difficulty was that the Mission was not well
positioned, by its staffing and by the political context of its
objectives, to undertake such a broad scale attack on the problem.

One of the strengths of the AID Mission has been its ability to
introduce a number of meaningful policy reforms in the agricultural and
power sectors where its main program efforts have been concentrated.
This has been based on carefully formulated staff studies by the
Mission, either directly or by special contract assignments. The
studies have been widely appreciated and commended by Pakistan
officials as guiding their efforts to develop a more meaningful program
in the power sector, one that contemplates a major opening for private
sector investment in electric power generation. Also the Mission is
making good progress in encouraging a more effective program for the
distribution of power and its extension to rural areas. '

Similarly the Mission has done good work in helping Pakistan
agencies to shift the balance of incentives for fertilizer production
and distribution more in terms of private market efficiency.

3. Program formulation

As has been previously mentioned, the strength of the
economic assistance has been the large and flexibly administered
commodity import program which was fully responsive to the requirement
for a rapid disbursement of resources. Also the Mission has a good
record in the integration of PL 480 commodity assistance, mainly edible
oil, within the framework of agricultural productivity and policy
objectives.

Additionally, the program concentration in the important sectors
of agriculture and irrigation and energy has been a source of strength
in both economic and political terms. The On-farm Water project is
widely acknowledged in official Pakistani circles as highly successful.
In this area the Mission was able to build on extensive studies and
sector strategies which had been completed by the earlier AID Mission
staff in the mid-1970s. The Mission's follow-on work in water and
irrigation, and related equipment and commodity import financing, have
continued to build on this experience.

A major component of the Mission's work in agriculture is in the
field of agricultural rasearch where the central focus is on
institution building, in terms of assistance for equipping and
professionally staffing an agricultural research center and a training
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institution in Islamabad and for a high quality agricultural university
in the Northwest Frontier Province. However, rivalries between the
federal authorities and the provinces, on the one hand, and between
agricultural and educatvional agencies, on the other, have for some time
frustrated donor efforts to institutionalize a competent and effective
agricultural research and extension service for Pakistan. There is no
indication that the Mission has found a formula for helping the
Government of Pakistan breakout of these crippling constraints in the
period ahead.

Similar problems affect the Mission's work in forestry planning
and development, where an improved national forestry and wood energy
policy with strong research and extension components depends critically
on a clear delineation of responsibilities between the concerned
federal and provincial authorities.

A further program weakness is the Mission's engagement in the
social sectors of rural public health and population cntrol. Here as
well, program results are unlikely, largely because Pakistan
priorities have not supported the appropriate ei.gagement of skills and
resources to ensure good progress. As a result, Mission efforts are
largely working on the margin of what are truly serious problemns. The
social needs are admittedly great tut does that justify US engagement
in areas where the public perception in Pakistan is of essentially
ineffectual programs: The political objectives of the US assistance
would argue for our cssociation in social areas, and on a scale, where
the prospects of publicly perceived success are more likel; to be
favorable.

It could be argued that the Mission's breakthrough during the past
year in favor of private sector marketing of contraceptives is a
significant success. It is an innovative and potentialiy important
approach. However, the initial scale of the effort is very small and,
without appropriate Pakistani leadership to encourage broader
understanding and participation, the effects of the social marketing of
cont:raceptives are not likely to prove significant. As former
President Ayub Khan use to say, "the family planning problem is one
that has to be worked on by day and by night". There is too little
daytime attention to the population problem. For example, Pakistan's
public health authorities--despite repeated statements to the contrary-
- continue to oppose the appropriate use of the country's health
clinics, staff and other facilities to assist people who wish to limit
family size.

Malaria control is a health field where the direct engagement of
US resources has again succeeded in bringing the incidence of malaria
in the country sharply down. However, the longer-term sustainability
of the program by Pakistan is in doubt without continued foreign
assistance, given the severe budgetary crunch and the historically low
priority which rural public health services have been accorded by the
Pakistan authorities.
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In the field of human resources development, the Mission's
training efforts are generally seen as one of the strengths of the
program. Training components have been built into all of the projects
and a central training project has been imaginatively used by the
Mission to extend training opportunities to professional women and to
concentrate, in the future program, on raising the professional
capabilities of the staffis of selected institutions. Careful selection
of trainees is of course the key element of any training program. The
Mission appears to be aware of the need for vigilance and cn the need
to tighten criteria for selection.

The attempt of the Mission to involve women in development
activities--one of AID's and the Mission's priorities--could be seen
as marginal given the almost overwhelming cultural problems relating to
the status of women in Pakistan. Relative to the natuvre of the problem
and the means at its disposal, the Mission should be zommended for its
searching and innovative efforts in this area over the last few years.
It has extended its training and social programs to expand
opportunities for women and has pioneered in a proposed non-
governmental funding facility for $30 million which would have as its
major focus the more effective engagement of women in development.

Only by the persistence snd dedication of the Mission's leadership does
it now appear that initial resistance to this activity has been
overcome.

4, The Mission's program in relation to AID's development
criteria

As stated above, the over-riding political nature of the
economic assistance commitment, and the need for relatively rapid
obligation of funds to support Pakistan's external payments balance,
has diminished to some extent the careful preparation and analysis
which would have yielded better development assistance performance by
the AID Mission. When studies precede project obligations, rather than
the other way around, the development results are greatly improved.
Gradually the Mission has been able to overcome these early start-up
difficulties in its program.

However, even with some program course correction, the pace and
continuing pressure to process project and other documentation and move
the obligation of funds, is a continuous priority concern of the
Mission. Time and adequate staff for reflection and analysis in the
AID Mission is all to often limited. Mission personal tend to believe
tihat their performance is judged primarily on the basis of the
obligation rate for commitment of funds. When development performance
is somewhat lacking in a Mission sponsored activity, it tends to be
excused as natural for a politically-driven program which is largely
financed by high levels of Economic Support Funds (ESF).

Be that as it may, this politically justified program yields a

higher level of economic funding than would otherwise be the case on
grounds of solely development criteria, and it is contributing
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importantly to integral elements of Pakistan's development. There is
an important flow of technology transfer from the United States in the
form of equipment, training and managerial and technical assistance.

In areas of Pakistan's priorities, such as agriculture, water and
energy development, the practical absorption of this technical flow is
high and is clearly one of the strengths of the assistance program.

In addition to the accomplishments in on-farm water management,
electric power planning and generation, training, narcotics and malaria
control, and the import flow of commodities and equipment, the Mission
is doing politically viable and useful work in the lagging areas of
development. Also it has encouraged a number of useful sectoral
policy reforms and has consistently kept in the fore, in its project
design and discussions with Pakistan officials, the utility for
Pakistan of providing incentives to private sector development. With
this foundation the Mission is now much better positioned to
concentrate its efforts, and the high level of committed assistance
resources to 1993, on one or two well defined and systemically
important policy reforms. These are by no means negligible development
assistance achievements in the short span of the 1982-1987 period.

One of the weaknesses in the Mission's approach to policy reform
to date may be that it has cast such a wide agenda of reform
suggestions over a broad range of macro-economic and sectoral issues.
Such exploration for possible targets of opportunity may be
occasionally useful, but it may well be more useful in the future for
the Mission to concentrate its resources and energies on a narrow range
of potential reform issues.

In terms of AID Washington's development criteria for assuring
Pakistan's support and the future sustainability of USAID sponsored
activities and projects, future Government of Pakistan interest and
follow-through is assured in areas of the government's prime interest.
These historically have been and continue to be those sectors which are
production oriented. The sustainability and eventual success of most
institutional reform and socially oriented activities is open to
question. The Mission's activities and projects in these areas are
encountering difficulties and will require close follow-up attention.
Whether the Mission is able to concentrate sufficient high level
attention and resources, both technical and financial, to the range of
project activities it has undertaken in these areas is open to
question.

The US assistance program to Pakistan is a government-to-
government program which is both a strength and weakness, a strength
when the objective is to influence government policy and a weakness
when the objective is to reach low income beneficiaries. The
Government of Pakistan has the best of declared intention to improve
the living conditions of the poor, particularly in the rural areas
where its main political support lies. However, the distance between
Official Plan decliarations and actual delivery of the fruits of
development to low income groups is very large. The Government's

62



underlying priorities in the allocation of its limited resources mean
that this is likely to continue to be the case. Development for the
poor of Pakistan--and almost half of the people in rural areas are
landless--is of the trickle-down variety.

However, this is beginning to change with the Government of
Pakistan shifting sectoral investment priorities since 1985 to step-up
the pace of building social and physical infrastructure in rural areas.
Progress is being made in extending electricity to rural villages,
opening primary schools, establishing health centers and providing
clean drinking water and sanitation per low income people. This rural
transformation program should be approved in the Pakistan's Seventh
Plan. (See Annex I, Quality of Life Indicators 1982-1993).

Several AID Mission projects open up the prospects of improved
incomes and sccial services to low income groups in malaria control,
primary health care, population welfare planning, rural
electrification, food security management, tribal and lagging areas
development. It is also a fact that USAID's large contributions to
energy and irrigation water development helps to raise incomes and
generate employment effecting the whole economy of the country.

H. Lessons Learned from the 1982-1987 USAID Experience

The following are among the outstanding lessons which can be
drawn from the experience of the AID program in Pakistan during the
period 1982-1987:

1. A_sharp program focus, tailored to US staff capabilities is
essential to assure program effectiveness.

In a country program where tte size of the advance commitment
of economic aid is very large--such as the $1.625 billion of US
assistance committed to Pakistan in 1981--there is a natural tendency
toward overly ambitious and defused activities. The needs for
assistance are large and there are diverse special interests seeking to
influence funding allocations, both in Washington and in Pakistan.
While the pressures are difficult to resist entirely, it is of great
importance for the program managers to formulate a clear concept of
program capabilities and to establish a sharp program focus.

A sharp program focus is of particular importance for the AID
Mission in Pakistan, given the political limitation on the size of the
USAID direct hire American staff in country. This has been a very real
constraint, one which could not entirely e offset by the fairly
extensive use of US contract personnel for project implementation.

For contract teams also require supervision and the larger the contract
teams, the more difficult they have been for USAID to supervise
effectively,
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In part, the staffing constraint was taken into account by the AID
program concentration on the key sectors of agriculture, water and
power. However, even in these sectors and several social sectors as
well, rl'ie Mission's project portfolio included a very high proportion
of staff-intensive technical assistance activities, which it was 11l-
positioned to carry out effectively. As a result, the Mission has had
to cut back--or at least extend over time--its initially ambitious
technical assistance activities directed to institution building and
institutional reform.

At the same time, the Mission has done well in gradually building
up and in the training of Pakistan's own staff capabilities for more
effective implementation of USAID assisted project. This training
objective should continue to be pursued even more systematically in the
future. Generally, the Mission should sharpen further its program
concentration and focus on those activities‘where it can most
effectively deliver.

2. Flexibility and delegation of authority to Mission
management is critical for effective program management.

Most importantly the USAID Mission was given the means for
flexible management of the country program. This was provided in two
ways. The multi-year commitment of US assistance made it possible for
the Mission to concentrate its effurts on both the current year and
forward programming. Also the "experiment" of AID's Asia Bureau in
extending substantial delegations of authority to the Pakistan Mission
for project approvals and administration was helpful in terms of
assuring more effective program and financial management. The Mission
was enabled to switch funds from slow to more rapidly disbursing
projects and commodity imports.

The program‘s financial flexibility made it possible to respond to
unforeseen contingencies regarding Pakistan's urgent import
requirements. For example, several years ago with the partial failure
of Pakistan's cotton crop, USAID by its ready financing of US cotton
imports was able to help in containing what otherwise would have been a
difficult and inflationary shortfall in supplies. Similarly, this year
the US commodity import program has been able to finance US wheat
imports to rebuild Pakistan's strategic grain reserves.

Increasingly, as its foreign exchange reserves have been drawn
down, Pakistan has looked to the US aid commitment and its flexible
management as a kind of second line foreign exchange reserve. In this
way the management of US assistance has been effective in providing
the balance of payments support which Pakistan required to facilitate
the acquisition of US military equipment and thereby strengthen its
defense posture at a critical juncture in relation to the problems of
Soviet aggression in Afghanistan.

64




3. Mission efforts should be concentrated on the more 1mgortant
policy and institutional reforms.

The experience of the last six years has shown that the
USAID Mission needs to be more selective in the application of its
influence for encouraging policy and institutional reforms by the
Government of Pakistan.

USAID's initial approach was to seek reforms over a very wide
range of project and sectoral issues, in many cases without adequate
prior study and preparation. When USAID concentrated its efforts in
well prepared studies of Pakistan's problems and options--and concerted
its efforts with the World Bank--USAID'S recommendations carried
greater weight and in a number of cases proved successful. For
example, as this report documents, important USAID encouraged reforms
have been adopted by Pakistan which have improved its planning and
management in the areas of electric power, agriculture water and
development. This is an important less in the use of USAID's influence
in areas of its program and sectoral concentration.

More recently, with the further US commitment of $2.280 billion
in economic assistance for the period 1988 to 1993, USAID has been able
to institutionalize its policy dialogue with senior Pakistan officials
on a regular basis and has again placed on the agenda a number of
reform issues covering a wide range of important macro-economic and
sectoral policies. In the Mission's view the cumulatively more
difficult problems which the Pakistani economy faces in the period
ahead means that the difficult economic problems is more likely to
limit the flexibility of the Pakistan Government to undertake
comprehensive reforms without very careful advance study and
preparation.

Again the USAID Mission needs to concentrate its efforts on
salient reforms which would truly make an important difference and for
which more adequate preparation can be undertaken.

4, The securjty-development link in US assistance to Pakistan

must be balanced and adjusted as conditions change.

US economic assistance in the period under review was
closely linked to the cost to Pakistan of financing a US military
assistance package of §1.575 billion, mostly in foreign military sales
at near concessional terms. In a real sense the economic assistance of
$1.625 billion has been the hand-maiden of Pakistan's defense
requirements,

The linkage was again important in the US-Pakistan negotiations
for a second six year period, 1988-1993, of US economic assistance.
It was then clear that the rising level of Pakistan's repayments to the
US for military equipment indicated the need for a higher level of
economic assistance to $2.280 billion, accompanying somewhat reduced
military sales of $1.750 billion.



A balanced and linked assessment of US and Pakistan security
interests relative to its economic capacity gnd needs will continue to
be important in the future. Pakistan's military build-up has clearly
placed its economy under strain and put in some jeopardy its ability to
meet essential economic investments and social needs in the period
ahead. This situation appears almost ceitain to have adverse effects
on its political and security stability.

In the period following Soviet withdrawal from Afghanistan, it may
be possible to envision that Pakistan's broader security interests
would be best served by a further shifting of the balance of US
assistance for the 1988-1993 period more in favor of economic
objectives, and that the Government of Pakistan would restrain further
increases in its military budget. This would be comparable to the
action taken by former President Ayub Khan in the 1960s when he froze
the military budget during the period of the Second Five Year Plan, and
made possible very rapid advances in Pakistan's economic development.

The established security-economic development link holds open the
possibility of such an adjustment in the near future.

5. An_essentially politically-driven aid program involves
trade-offs in economic performance.

The AID Mission is to be commended for its sustained efforts
to maximize the possible development impact of the politically
justified Economic Support Fund (ESF) program. It is fair to conclude
that the Mission had achieved a large measure of development
performance. The program has clearly had a number of highly beneficial
development effects, but the case should not be overstated.

By a tendency to overstate the development effects of the ESF
program, USAID risks blurring the reality of the costs to Pakistan of
the military build-up and the resulting weaker performance than that
which might otherwise have been possible for the Pakistani economy.

There is an additional risk for the Agency for International
Development in that when the criteria of performance between ESF and
Development Assistance (DA) programs are diluted, the overall standards
of development performance tend to be weakened within the agency as a
whole. AID needs to keep well to the fore a clear concept of the
separate and distinct objectives of ESF and DA funded programs and the
criteria and performance expectations which should govern each of them.

6. visi ofile of ti  benefits of US economic aid to
Pakistan is needed.

US economic assistance to Pakistan is very large and the
Government of Pakistan is understandably concerned that it should be as
beneficial to their needs as possible. In fact, the government of
Pakistan has shared with USAID its assessment of the American program.
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While Pakistan's assessment was not available for our evaluation,
certain conclusions emerged from discussions with Pakistan officials.
The USAID program is greatly appreciated for its flexibility in
providing large-scale commodity imports which support Pakistan's
balance of payments. Pakistan officials also regard USAID's on-farm
water management project as highly successful, and they appreciate some
of the studies carried out by USAIL which have made possible decisions
on useful sectoral reforms.

Pakistan officials also group in the category of useful USAID
activities, its work on electric power planning and generationm, malaria
and narcotics control, training, and the construction projects in the
economically lagging areas of Pakistan. '

At the same time, Pakistan officials place a large number of
USAID-assisted activities in the category of "yet to be proven". These
include activities in agricultural research, forestry, rural
electrification, primary health care, social marketing of
contraceptives, population welfare planning. These are all areas which
involve a large measure of technical assistance and related
institutional reforms, where performance is closely liuked to better
progress on the part of Pakistan implementing agencies. However, this
fact does not prevent Pakistani officials from seeing these areas as
lagging in terms of USAID'S effectiveness.

There is a real question whether USAID should cut back its
activities in these "lagging" areas pending a clearer lead on the part
of Pakistan agencies responsible for their more effective
implementation.

Pakistan also has criticized the USAID program for the high cost
of its large consultant contracts, and has stated that no more than ten
per cent of US economic assistance should be allocated for technical
assistance activities. This compares to a level of about 11 per cent
during the 1982-1987 period. These would appear to be helpful
comments. Certainly the large consultant contracts in the earlier
program did not prove to be cost-effective.

Perhaps of greater concern has been the persistent Pakistani
comment that the USAID program should be more popularly visible. While
acknowledging the usefulness of commodity assistance, they point out
that it does not have lasting economic effects. It is probably true
that the popular impression of US aid is that it is very large, but
that--in the words of one man in the street--"it is mostly eaten by the
rich".

USAID has given a large measure of attention to better publicity
in Pakistan of American assistance. The lesson, however, may be to
make program adjustments by narrowing range of overly complex and
lagging activities, by funding more visible infrastructure projects,
and by selecting at least one activity in the social sector which could
bte popularized as an all-out US effort of wide benefit for Pakistan's
people. A program perceived to be more visible in Pakistan would
better serve US political objectives.
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I1. THE SECTORAL PROGRAMS

A. Introduction

Part II of this report providaes a more detailed elaboration of the
analysis contained in Part I. Specifically, it discusses projects and
activities funded during 1982-1987, grouped by sector, as background
and support for the overall program assessments contained in Part I.

In examining the following material, the reader should keep in mind the
following caveats: :

o]

Time did not allow for the authors of this report to
undertake a first hand, detailed evaluation of each of the 23
projects, funded during the six year period 1982-1987 by the
$1.62 billion ESF allocation to Pakistan. Instead, the team
drew heavily from external project evaluation reports that
had already been completed. We have quoted extensively from
these reports to accommodate the Mission's wishes to pull
together, for historical purposes, in one document, a record
of the Mission's experiences as it geared up to implement a
new economic aid program in 1981 for Pakistan.

Much, indeed most, of the project activity, was just
beginning to reach full scale implementation at the time this
report was prepared. Less than 30% of funds obligated for
projects (excluding the commodity import program and PL-480
imports) had been expended as of September 30, 1987, the end
of the period under review. Many of the project evaluations
drawn on by the team were interim project evaluations since

these projects are not scheduled to be completed until the
1990s.

While every project evaluation contained the evaluators' best
assessment of "lessons learned", the team found many of these
"lessons" to be of questionable genvral applicability ana, in
any event, not suitable for enumeration in this very broad
program assessment. The more significant findings have been
incorporated in the "Conclusions" sections, at the end of
each sector description of this report. They may also be
found in Part I, C, “"Program Overview".

B. The Agriculture Sector

1.

Backpround

The program composition of the US assistance package

negotiated in the summer of 1982, placed important emphasis on
agriculture, the dominant productive sector of the Pakistar economy.
Of the 12 project areas listed in the FY-1982 planning document
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discussed with the GOP during the summer of 1981, five were in the
agriculture sector. These were:

Agricultural Fertilizer & Equipment $300 million
Agricultural Production, Distrib. & Storage 100 million
Farm to Market Roads 50 million
Water Management 100 million
Agricultural Education, Research & Extension 50 million

Total $600 million

Three "abbreviated" Project Identification Documents (PIDs) for
agricultural activities accompanied the submission to AID Washington:
the amendment to the On-Farm Water Management project (391-0413), the
Irrigation System Rehabilitation project (391-0467), and the
Agricultural Commodities and Equipment project (391-0468). It was
possible to obligate funds and begin operations for all three
activities during FY-1982.

AID had extensive experience with the agricultural sector in
Pakistan prior to suspension of the program in 1978. 1In light of the
need to restart the program quickly, the Mission looked for
opportunities in those sectors which were most familiar to it. The
On-farm Water Management project, one of the most successful USAID
activities of the 1970s, was reactivated. The Agricultural
Commodities and Equipment project (391-0468) was utilized to import
fertilizer, thereby permitting rapid disbursements for balance of
payments support. The Irrigation System Management project (391-0467),
was initiated because water was a critical concern in Pakistan which
has the largest contiguous irrigation system in the world. It also
provided an opportunity to apply the "lessons learmed" from the On-Farm
Water Management project.

Agricultural Research (391-0296) was also revived to provide $3.2
million additional funding to complete activities begun earlier and to
provide a transition to a follow-on project (Management of Agricultural
Research and Technology 391-0489).
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Over the course of the six year period (1982-1987), the USAID
agriculture program took the following shape:

Obligations Expenditures

($ Million) ($ Million )

Agricultural Research 3.2 3.1
On-Farm Water Management 9.5 9.4
Irrigation Systems Management 67.0 37.1
Agricultural Commodities & Equipment 448.0 300.4
NWFP Agricultural Network (TIPAN) 33.0 6.2
Management of Agricultural Research 20.0 6.4
Food Security Management 27.0 7.9
Agricultural Sector Support 8.9 0
Forestry Planning & Development 18.0 3.6

Total: 634.6 374 .1

In addition, substantial rupee obligations were made for sewveral
projects, including Agricultural Research (143 million rupees) and On-
Farm Water Management (28.4 million rupees).

If we exclude the Agricultural Commodity and Equipment Project
from this listing (since its primary purpose was balance of payments
support), we see that, as of September 30, 1987, the end of the six
year program, the "Agricultural Research" and "On-Farm Water Management
Projects" were completed, and the "Irrigation Systems Management"
project was well under way. The remaining projects were new starts and
therefore were not far enough along to show tangible results.

Before we examine each of these projects separately, we might
consider how the Mission perceived the agricultural problems to which
the program was being addressed. Pakistan's agricultural growth rate
of about 3 percent was relatively modest considering the large areas
under irrigation. Most of the gains in production have occurred as a
result of increased acreage and crop intensity. Despite the
significantly increased use of fertilizer, pesticides and production
credit, productivity per unit of land has not improved proportionately.

On the other hand, Pakistan's agriculture had experienced
considerable production increases during the 1970s and was generally
meeting its domestic demand for food during normal crop years. At 3
percent annual growth of food production, Pzkistan was just keeping
pace with its »jopulation growth.

The Mission's Country Development Assjitance Strategy, prepared in
January 1984, states:

"Based on 1977 surveys it is estimated that crop yields for wheat
of 1.38, rice 1.50, cotton 0.28, and sugarcane 28.0 ton/ac should
be obtainable through improved deliwvasry of irrigation water, water
management, extension services, seeds, fertilizers, and
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pesticides. These represent increases ranging from 84 jercent to
115 percent above current yields. In most cases, crop ylelds are
not affected exclusively by any one factor, but rather by a
combination of these factors.

The Sixth Plan objective for the agriculture sector was to achieve
the transition from self-sufficiency in major food crops to export
orientation through high output growth, with the impetus coming
particularly from high-value mainly non-food crops. Major elements in
the govermment's strategy include:

o Improved availability and use of modern inputs (fertilizer,
pesticides, improved seed) and water supply;

o Upgraded services, especially extension and institutional
credit;
o Spread of farm mechanization through imports of small-

tractors and machinery to facilitate more intensive
cultivation of small and medium sized farms; and

o Extension of the price support system to new, high-value
crops.

USAID's agricultural assistance program had two foci: a) to build
the technological foundations for yield and productivity gains; and b)
to facilitate policy and institutional reforms to permit structural
modernization of the sector, maximize efficiency of resource use, and
reduce distortions in the market place. Improvements in the policy
framework, management of irrigation systems, institutional capacity,
and approach to applied research were central elements of USAID's
program.

2. Program components
a. Agricultural Research (391-0296)

This project, begun in 1969 to strengthen the Pakistan
Agricultural Research System, was reactivated in 1982, to extend the
life of the project for three years and to provide funding to complete
construction of the National Agricultural Research Center (NARC) in
Islamabad. The project evaluation, performed in October 1983,
indicates that physical construction of the facilities has been
completed. The training and conference center was complete and in
operation. The Farm Service Center has been remodeled and improved. A
total of 197 research scientists and research administrators were
trained abroad, a number of nationally coordinated research programs
were conducted with results disseminated to farmers and networks
linking Pakistan Agriculture and Research Council (PARC) with
international research centers abroad were established. In short, the
1982 amendment provided the additional support to assure a successful
conclusion of the project.
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b. On-Farm Water Management (391-0413)

This project has been recognized as one of the most
successful economic assistance projects undertaken by USAID. For
background we look to a description of the problem, offered by Joseph
C. Wheeler, former Director of the USAID Mission in Pakistan during the
1970s:

"Research in the sixties revealed the cause of
groundwater buildup at rates much faster than had been
projected. It turned out that the original assumptions about
water loss were drastically wrong. Huge losses resulted from
seepage into the ground either on the farmer's field or in
the water course leading to it. This research was so
surprising that it became necessary to repeat the research
over and over again even as remedial measures were developed.
Again, officials sought an articulation of the prcblem and
its solutions clear enough to capture the imagination of the
political leadership and the donors. Additionally, millions
of farmers who had to participate in the solution had to be
convinced it was worthwhile to invest their own funds. The
solutions came in the form of a sub-sector strategy
involving new organizational concepts (watercourse
associations); new technology (precision land leveling with
tractor-drawn, small-scale, locally-msunifactured equipment
and the so-called "pucka nukas" or cou.rete outlets from
water courses); and new credit mechanisms. The package
required the participation of different government
institutions than had been involved in earlier programs. But
the objectives were clear and the technical package was
proven. While adjustments have been made on the basis of
experience, this sub-sector package has been carried through
with a very large measure of success and the experience has
been used by a number of other countries".

The On-Farm Water Management (OFWM) project was designed as a
five-year pilot project to demonstrate the feasibility of increasing
food production and rural incomes by reducing irrigation water losses
in village watercourses, improving the use of water through the
precislon leveling of fields, and training of farm:rs, through
agricultural extension, in improved farming practices. The project was
initiated in FY 1976 with a §7.5 million loan to the Government of
Pakistan. A second tranche of $15 million, planned for FY 1978, did
not occur due to the temporary cessation of US assistance program to
Pakistan in 1979. This activity was picked up by other donors.
including the World Bank, the UN International Fund for Agricultural
Development (IFAD), and the Asian Development Bank.

lJoseph C. Wheeler, Chairman, OECD Development Assistance
Committee, "Organizing to Reduce Poverty", unpublished paper, 1988.
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As a result of the two-thirds cutback in the US contribution,
implementation of the OFWM project did not reach its plannsé level.
However, Pakistani participation in the watercourse improvegment
component exceeded expectations with the result that 1,300 of a planned
1,500 watercourses had been improved as of June 198l1. C(Conversely, only
14 percent of a planned 425,000 acres of farmland were precision
leveled and the extension element was not implemented to any
appreciable degree. About two-thirds of the project implementation
occurred in the Punjab and most of the rest in Sind; there was some
limited implementation in the North West Frontier Province and in
Baluchistan.

A report prepared by Lawton P. Bourn describes the 1982-1987
period of the project as follows:

"The Government of Pakistan and the provincial governments
were encouraged by the enthusiasm of the farmers and the
accomplishments of the Pilot Project to seek assistance from the
World Bank (IDA/IFAD) and the Asian Development Bank (ADB) as well
as further assistance from USAID.

"USAID's participation was now in software assistance. To
support the increased pace of construction, efforts were made to
step-up the development of training facilities in all four
provinces. This included providing technical advisors, both local
and foreign, local and overseas training of project staff,
training institute materials, equipment, and vehicles for key
personnel.

"The World Bank operations covered a wide area in all
provinces for the development of watercourses. The ADB had a
small area in the NWFP and a larger ome in the Punjab under one
project, With a different project design, they were committed to
develop practically every watercourse. There were other allied
projects, such as those covered by SCARP, South Rohri Fresh
Groundwater, Drainage IV (Faisalabad) and Left Bank Qutfall Drain
which came directly under the provincial governments.

"With loans and technical assistance from the two banks, the
provincial governments bought the hardware or materials necessary
for the watercourse improvement phase of the program, plus the
heavy field equipment required for precision land leveling.
Disbursements were made through the Federal Water Management Cell.
The farmers repaid 25 percent of the cost of materials for
watercourse improvement after a grace period of two years.
Although the Government subsidy to farmers to precision level

2Lawton P. Bourn, Editor, Sheladia Associates, Riverdale, MD
20737, "The on Farm Water Management Program", Nisar Art Press (Pvt)
Ltd. Lahore, Pakistan.
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their land was withdrawn, the OFWM directcrates charged a very
modest fee for precision land leveling in the hope of encouraging
farmers to rent tractors and the heavy equipment necessary to do a
good job.

"Commencing in 1981, a three-year period was designated as
the length of the World Bank (IDA/IFAD) aszsisted project and the
USAID project, with a four-year period for the ADB project. All
the necessary equipment was obtained during the first year. Plans
were made to increase the total number of OFWM field teams from 55
to 92 during the first two years and work began almost
immediately. It was hoped that a construction pace would be
developed which would result in the remecvation of all 90,000
watercourses in Pakistan within 10 to 15 years.

"USAID and the GOP decided to extend and expand USAID support
by one additional year to June 30, 1987. 1In :984, USAID
contracted with a United States consulting firm, Sheladia
Associates, Incorporated to oversee and provide expert technical
assistance to resolve some of the problems facing the On Farm
Water Management program and to advise Pakistani officials on
developing current projects.

"The emphasis of the program now shifted from civil
construction and actual watercourse improvements to that of
trained and more qualified field teams and extension workers.

"The training institute at Lahore was now so well established
that it became the trainer for other institutes still struggling
to get started. The institutes for Sind and Baluchistan were set
up in temporary quarters in Hyderabad and Quetta respectively, but
the one for NWFP was still only a proposal.

"Another objective of this final phase of the USAID Project
was that of improving the internal control network of the OFWM
monitoring and reporting system. This objective has been
partially achieved by installing a computerized system which is
designed to improve planning, management and monitoring of OFWM
operations. USAID sponsored the Management Information System
(MIS) installation with the expectation that it would result in
improved decision making at each managerial and operational
level.

"One of the primary functions of MIS is to '...provide
Project management with an early warning signal regarding current
and/or potential implementation problems...' by being able to

process the information collected in the field in a fast and
useful manner.

"Figures generated by the monitoring and evaluation programs

of WAPDA and the Punjab Economic Research Institute (PERI)
indicate the following benefits from watercourse improvement:
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-- A nearly 27 percent increase in water delivery

efficiency;
-- about a 53 percent saving in water losses;
. -~ a 37 percent increase in cropped areas;

-- a 20 percent increase in cropping intensities; and
-- a 24 percent increase in crop yield.

"Precision land leveling (PLL) is a component that is vitally
important in improving agricultural productivity. However, it has
been slow to develop, principally because the government was
committed to supporting watercourse improvements and has not been
able to provide financial assistance for precision land leveling.

"Despite the problems in gaining farmer acceptance of the PLL
program, the studies by WAPDA and PERI have again itemized the
benefits derived from the program. These include:

-- about a 42 percent reduction of saline areas;

-- about a 2 to 3 percent increase in cultivable land in
Punjab and Sind provinces;

-- an achieved increase in cropping intensity of 37 to 40
percent.

-- a change in cropping patterns from low to high value
crops such as sugarcane, cotton and rice: and

-- achieving a yield per acre increase of 15 percent for
wheat, 61 percent for rice, 66 percent for cotton, and
42 percent for sugarcane.”

"In the last ten years it is estimated that 149,000 acres of
farm land have been leveled under the USAID Pilot Project,
World Bank Phases I and II and Asian Development Bank Phase
In.

c. Irrigation Svstems Management (391-0467)

The Irrigation Systems Management (ISM) activity has its
antecedents in the earlier USAID program, As was the case with the
On-Farm Water Management project. A project to rehabilitate 14,000 km
of canals and 3,500 km of surface drains of the existing Pakistan
irrigation system was prepared by the GOP and the World Bank in 1981,
based largely on work performed under the USAID's work in irrigation
during the 1970s. The Project was in process of being appraised for
financing in June 1981 when USAID agreed to cofinance it. Funds in the
amount of $67 million were obligated during the six year period
1982-1987.

The USAID's ISM project was formulated in July and August of 1982,
based on the findings of a project design mission and negotiations
involving the GOP. The reformulated project placed greater emphasis on
‘technical assistance and training to strengthen the capability of the
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Frovincial Irrigation Departments to rehabilitate, operate and maintain
the irrigation and drainage system.

The USAID and World Bank's projects were intended to be highly
complementary. The Bank's project emphasized the financing of civil
works construction and provided local supervisory consultants, while
the USAID project focused primarily on the provision of equipment and
workshop rehabilitation, technical assistance, and training. Both
projects rely on the federal and provincial coordinating cells
utilizing the same scope and approach to the civil works component.
Both promote the same policy changes.

However, on a more substantive level, ISM shifted the focus of the
project from rehabilitation and improved management, to rehabilitation
and system redesign in the belief that new design criteria were
necessary to solve canal siltation problems.

The ISM project consists of four discrete but interrelated
components: (1) rehabilitation works; (2) institutional strengthening;
(3) research and policy implementation; and (4) command water
management. The $25 million command water management component of ISM
1s a direct follow-on to the On-Farm Water Management project and
focuses on lining water courses, organization of farmers into water
users associations and similar rural development efforts in seven pilot
project areas in all four provinces of Pakistan.

The Project was initiated in FY-1983 and will be completed in
FY-1991. Virtually all funds for the first two project components will
have been disbursed or committed by mid 1988. The third component,
research, began in 1985, and the command water management compoment did
not become fully operational until late 1986.

The purpose of the project is to rehabilitate the system and
establish appropriate funding levels, funding mechanisms, and
operations and maintenance procedures and practices to keep the system
in its improved state. Institutional and physical improvements are
essential both to restore the system and maintain it; thus, the project
invests in both areas.

The project evaluation, completed in February 1988 concludes: 3

"Not surprisingly, physical improvements have been easier to
undertake than institutional improvements. The (Project paper) PP
emphasized a "system" approach to rehabilitation, which would
concentrate efforts. However, a "band-aid" approach was actually
adopted, to patch up the most vulnerable parts of the system. The

3y.a. Garvey and others, Evaluation of the Rehabiljitatjon and

nstitutional Stre en Components o rigatio em Manage t
Project (391-0467), prepared for USAID, Islamabad by ISPAN, February
1988.
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areas most prone to over-toping or most likely to breach, were
rehabilitated, without reference to other parts of the cystem.
This implementation approach was justified, and the effort has
been successful; no known major breaches have occurred since
completion of these emergr.acy works.

"Meanwhile, efforts have been undertaken to develop
"Yardsticks" to obtain adequate funding; to prepare O&M manuals;
to establish and/or improve workshops; to introduce equipment for
rehabilitation and maintenance; and to identify and respond to
various management problems. Some of the results of these efforts
have been more or less visibla. Nonetheless, their overall impact
has been to set the stage for future initiatives, rather than to
set in place viable mechanisms which are able to sustain physical
and institutional improvements.

"Given the uneven quali:y of the TA, and given AID's initial
limited understanding of the PIDs as institutions, the outcome has
been surprisingly positive. After over four years of the project,
an observer gets a sense of arriving at the aftermath of an
encounter between strangers who have struggled to establish a
common ground, while each retains prerogatives. A common ground
has been established, and quite firmly, but it has yet to be
exploited to any degree.

"It is unrealistic to expect the promises of ISM-I to have
been fulfilled at this stage, as they were exaggerated and
overstated and did not necessarily present a common agenda.
However, it is reasonable to expect clearer directions to have
emerged, and more concrete results to have been obtained.
Nonetheless, some movement is evident, and the overall results are
consistent with objectives. Most importantly, the experience has
confirmed the basic wisdom of project objectives, and the
anpropriateness of AID's decision to pursue them.

"As Phase-I comes to an end, disappointments should not
obscure the clarity of a sound strategy, nor should optimism
obscure the fact that the overall process of physical
rehabilitation and institutional development requires a commitment
of at least fifteen years. AID should be prepared to signal such
a commitment, and develop a timetable with the IBRD and GOP which
fits the time and resources available, and clearly identifies
reciprocal responsibilities and commitments, so that future phases
can proceed more efficiently.”

d. ricultural Commodities and Equipment (391-0468)

This project was discussed above as part of the
discussion on Balance of Payments support (Section I C.a), because its
primary rationale was to finance imports to offset the claims on
Pakistan's limited foreign exchange reserves. The project also
contributed importantly to the Mission's agriculture program by
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financing needed agricultural inputs, such as fertilizer, machinery and
equipment. Moreover, it provided a basis for discussion of policy
issues and led to the adoption of such measures as increasing the role
of the private sector in the distribution of fertilizer and the
derationing of wheat. Of the $448 million obligated by the Mission
during the six year period 1982-1987, $300 million had been expended as
of September 30, 1987.

e. Transformation and Integration of the Northwest

Frontier Agricultural Network (TIPAN) (391-0488)

The purpose of the TIPAN Project is to integrate
agricultural research in the NWFP with agricultural education at the
University level, improve the quality of education offered and research
undertaken by the University, and strengthen linkage with agricultural
extension through a problem solving, farmer-oriented outreach program
at the University.

The TIPAN Project was launched by an agreement among the
Government of Pakistan (GOP), the Government of Northwest Frontier
Province (GONWFP), Northwest Frontier Province Agricultural University
(NWFP-AU), and USAID. The agreement, reached in 1984, provides for
expenditures of $ 35.5 million by USAID and of $ 29 million by Pakistan
over the three phases, or 1l years (1984-1995) projected as the project
life. The Project has technical assistance, training, commodities and
a construction program as components.

The TIPAN Project is a long-term, complex, and comprehensive
program of institutional changes and improvements in the curriculum,
teaching, research and outreach activities that will completely revise
the mission, organizational structure and activities of NWFP-AU.
Institutional improvements will be complemented by a program to

increase and upgrade the physical facilities and plant of the
University.

The objective of the TIPAN project is to create at NWFP-AU a
dynamic, outward-looking, problem-solving, farmer-oriented university
where teaching, research and outreach are linked together to increase
agricultural yields, and to improve agricultural production, farm
income and rural employment in NWFP to the benefit of rural people and
of Pakistan. The design provides for periodic reviews of the
institutional reform aspects, the results of which may lead to some
adjustments in the 11 year project as it proceeds.

By the end of FY-1987 the Mission had obligated $33 million, out
of which $§6.2 million had been expended. An external evaluation of the
project was conducted in September 1987 by Devres, Inc. Their report
dated November 20, 1987 assessed the progress made under the project as
being just barely satisfactory, and described various shortcomings that
are typical of institutional improvement projects (slowness of actions
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by the GOP and the institutional staff, etc). The evaluators concluded
that:

1. TIPAN is successfully iaunched and should be continued into
Phase II.

2. Given the complexity of TIPAN, the performance of the
implementation of TIPAN has been satisfactory and the current
contractor should be maintained as the contractor for Phase
II.

3. TIPAN implementation has and will entail an intense and
systematic effort to achieve fundamental changes in the
attitudes, standards, capabilities and goals of NWFP-AU.

4, The reductions in the Long-Term Technical Assistance team
below the number foreseen in the Project Paper are having an
adverse effect and thus the long-term TAT should be raised to
the seven members originally planned.

During the first phase of the project the Mission provided farm
equipment, scientific equipment, computers and other materials to the
Agricultural University, enrolled 33 professionals in long term
advanced degree programs and provided short term training to 89 others.

This project is an effort by the Mission to upgrade the
performance of an institution in one of Pakistan's lagging provinces.
The difficulties encountered in bringing about institutional reform,
though typical of such projects, are an example of a major problem that
the Mission must resolve with the GOP and the provincial government.

£. Management of Agricultural Research and Technology
{391-0489)

This project, begun in 1984, is a follow on to 391-0296
described above and provides continued assistance to the Pakistan
Agricultural Research Council (PARC) and various provincial research
institutions. The Mission lists the following accomplishments for the
1982-1987 period:

--  Providing $4 million in research equipment to provincial
research institutes;

-- Establishing and equipping audio visual studio at National
Agricultural Research Centre (NARC)in Islamabad;

4Fred Tom, Erec Bentley and Elmer Kiehl, Interim Evaluation of
Transformation and Integration of the Provincial Agricultural Network
Project (391-0488), prepared.for USAID, Islamabad by Devres, Inc. under
Contract No. PDC-0085-I-6095-00, November 1987.
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~- Establishing new training institute at NARGC;

-- Established farming systems research program at Pakistan's
agricultural universities and provincial research institutes;

-- Strengthened Arid Zone Research Institute (AZRI) in Quetta,
including provision of computers, vehicles, and laboratory
and field equipment;

-- Initiated research program at AZRI, including farmer-oriented
research in eight communities and support for improved range
management in Baluchistan;

-- Supported collaborative research program between
International Wheat and Maize Improvement Centre (CIMMYT) and
PARC, resulting in provision of new germplasm to enable
Pakistani scientists to research high yielding disease
resistance plant varieties as well as various other
activities; and

-- Provided short-term overseas training for 80 people and

developed plans for providing long-term overseas training for
90 others.

The project is scheduled to be completed by September 1990, but it
is iikely that continuing assistance to the agricultural research
efforts of Pakistan will be required for some time to come.

g. Food Security Management (FSM) (391-0491)

This project has, as its goal, improving the analytical
and policy formulation network, the managerial capabilities, and the
physical capability of GOP agencies to manage the national food
security system. The project was initiated in August 1984 and has been
recently evaluated. The report of the evaluation team describes the
various projecc¢ components as follows:?

"The Food Security Management Project (FSMP) is comprised of
three components: Economic Policy Analysis (EPA), which will
assist the Government of Pakistan (GOP) to establish and
institutionalize an Economic Analysis Network (EAN) composed of
public and private institutions that produce or utilize
agricultural analysis: Agricultural Data Collection (ADC), which
will provide an improved agricultural data collection system based
on area sampling frame methodology; and Post Harvest Management
(PHM), which will assist the GOP in improving the management of
the Public grain storage network.

SHarris Jafri, Norman Biler and Dan Tucker, Interim Evaluation of

Food Security Management Project (391-0491), prepared for USAID
Islamabad by Robert R. Nathan Associates, February 1988.
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"The EPA component consists of the sub-components, EAN and
Special studies. The Special Studies on wheat pricing and
rationing policies, conducted by International Food Policy
Research Institute (IFPRI), have been completed. Under the EAN
sub-component, several analytical and policy studies have been
completed and other studies are in progress. Several well-
attended workshops and seminars have been conducted, which have
proved useful for training as well as policy analysis. These
studies and policy seminars have been among the factors that have
influenced policy reform in the direction of deregulation and
liberalization, such as the racent GOP decisions on wheat
derationing, the deregulation of wheat movement within the
country, partial deregulation of cilseeds trade, removal of price
controls on edible oils and liberalized distribution of imported
fertilizer.

"The de facto installation of Economic Analysis Network/
Directorate of Agricultural Policy (EAN/DAP) organization within
the GOP institutional structure, though short of formal
institutionalization, is a major accomplishment. The Project
Director, EPA (the head of the EAN/DAP organization) reports
directly to Additional Secretary, Ministry of Food, Agriculture
and Cooperatives (MINFA), who is the Project Coordinator far FSMP.
The expatriate and local professional staff are working cloégly
together and the local professional staff of economists is
receiving valuable training. A high level Advisory Committee on
Policy Analysis in Agriculture has been set up to provide policy
guidelines to EAN/DAP.

"As a rather novel feature for Pakistan, EAN/DAP has awarded
contracts to several private consulting firms to undertake policy
research studies. EAN/DAP has also completed (or almost
completed) several commissioned studies, undertaken at the request
of ECC or MINFA. 1In order to bring recognition to Pakistani
agricultural economists, EAN has actively sought members
(individuals or institutions), has published a Directory of EAN
members and produces a fortnightly newsletter.

"The ADC component is expected to provide a more timely and
reliable data system than the existing one based on Area Sampling
Frame methodology to support improved economic analysis, planning
and decision making for the benefit of Pakistan food security and
for the whole economy. Additionally, reliable objective yield and
production forecasts will be available a month or more prior to
harvest for several major crops. ADC is also making a positive
technology transfer of training and experience and commodities in
microcomputer use in overall data processing, editing,
summarization and time efficiency using consistent standards to
maintain integrity of survey data and results. The ADC component
has completed the area sample frame and conducted surveys in 2
districts, one in the Punjab and one in Sind.
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"The PHM component consists of 3 sub-components: Storage
Rehabilitation; Storage Technology Development and Transfer; and
Vertebrate Test Control. Progress in these sub-components, with
the exception of Vertebrate Pest Control, has been much less than
anticipated. The primary reason for slow progress has been the
GOP's administrative difficulty in responding to conditions
precedent in a timely fashion. A study of recurrent storage costs
was completed in the Storage Rehabilitation sub-component. The
Storage Technology Transfer and Development sub-component has
obtained laboratory equipment, conducted a review of bulk storage
studies, and developed a proposal for a bulk storage pilot. The
Vertebrate Pest Control sub-component has surve-ad most of the
public storage sector. They found losses due to vertebrate pests
were minimal and to a large extent can be controlled with proper
mainrtenance of storage structures. Project emphasis is currently
divided ~qually between post-harvest and pre-harvest losses."

The project is scheduled to be completed by June 1990. As of
September 30, 1987, expenditures totaled $7.9 million out of §27
million obligated.

h. Agricultural Sector Support Project (391-0492)

This project, approved in FY-1987 with a planned life of
project funding level of $300 million through 1993, is described in the
AID Congressional Presentation for FY 1989 as "...the centerpiece of
AID support for policy reform and complementary financing, training,
technical assistance and other support in agriculture throughout the
FY 1988-1993 period. Only $8.9 million was obligated in August 1987
and no funds were expended prior to September 30, 1987.

The project is described in the approved Program Assistance
Document as follows:

"The Agricultural Sector Support Program (ASSP) will provide
v2eded balance of payments support to the GOP and will lay the
groundwork for sustained development by encouraging the adoption
of difficult but necessary policy reforms in the agricultural
sector.

"ASSP builds on the successful experience of the Food
Security Management (FSM) Project and the Agricultural Commodities
and Equipment (ACE) Program, under which detailed policy analysis
conducted under the FSM Economic Analysis Network component served
as a catalyst for significant policy reforms, while the resource
transfers being provided under ACE and PL-480 were leveraged to

6Agricultural Sector Support Program (391-0492); Date Authorized:
Sept. 24, 1987; Amount Authorized: $300 million.
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encourage their adoption and implementation. ASSP will combine
these two elements into a single program. It will finance
detailed studies in the agricultural sector that not only identify
key policy constraints, but also spell out the costs, benefits,
and means of implementing corrective reforms and will then provide
the financial support necessary to speed GOP agreement and
implementation. The analytical studies are the first element in a
policy dialogue followed by meetings and seminars with public and
private sector participants to mobilize support for needed
reforms.

"The policy dialogue and program support element of the ASSP
will follow an annual cycle. The cycle will begin with
negotiation of a set of reform actions to be implemented in the
coming year together with a level of program support divided
between CIP and Sector Grant (SG) funds (Sector Grants are
performance disbursements). The cycle will continue through a
mid-year assessment of progress to a final assessment toward the
end of the year, which will then serve as the basis for the next
year's negotiations and funding. $45 million of CIP and $45
million of SG will be programmed in the first full activity year
(FY-1988) against a set of reforms currently under negotiation
with the GOP. Thereafter, the level of funds and the distribution
between CIP and SG will be determined on the basis of program
performance in the preceding year and the scope of actions
included in the next year's action plan. While the annual program
level is expected to average approximately $90 million and to be
divided between CIP and SG, the actual ievel programmed in any
year may vary from these figures to reflect performance, balance
of payments or other needs, and mission programming
considerations. Local currencies generated by the sale of CIP
commodities and by private sector CIP will be jointly programmed
in support of the overall goals of the ASSP.

"ASSP will operate in the context of an economy in which
structural weaknesses threaten the nation's balance of payments
situation, the GOP budget finance, and the ability to sustain the
1977-86 GNP growth rate of 6.5 percent. The external sector is
characterized by a narrow export base and restrictive trade
policies. Measures to increase and broaden government revenue are
urgently needed, while government's role in areas more efficiently
performed by the private sector must be decreased. ASSP is
designed to help overcome these major constraints to economic
development.

The policy agenda for the ASSP has three aims:

o to bring prices more into line with international
levels;
o to reduce GOP competition with and regulation of private

sector activities; and
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o to reduce budgetary subsidies to the agricultural
sector,

"ASSP's emphasis on policy reform, economic efficiency,
reduced subsidization of agriculture and growth in the
agricultural and agribusiness sectors is essential in realizing
the mission's two-part goal in agriculture: to help provide food
security for Pakistan's growing population and increase
agriculture’'s contribution to overall economic growth by improving
its efficiency and productivity.

"Specific reforms will cover a broad spectrum of sectoral
concerns, including the pricing and distribution of inputs,
processing and marketing of crop and livestock products for the
domestic market, and public sector support to the agricultural
sector. The agenda for the first year focuses on removal of
fertilizer subsidies and marketing controls, reduction of the
GOP's role in tubewell irrigation, continued progress in
privatizing the wheat market and reducing consumer subsidies, and
removal of restrictjons on private import of feed."

Implementation of the project was just beginning at of the end of
the six year period 1982-1987. The move toward sector grants is
intended to foster greater policy movement and alleviate the problem of
pipeline build-up. As the Mission's capacity to expend funds via the
CIP and projects is limited, sector grants will help generate
sufficient expenditures to offset the rapidly increasing repayment
schedule for US military sales.

i. Forestry Planning and Development (391-0481)

This project, approved in FY-1983, had obligations
totaling $18 million and expenditures of $3.6 million as of September
30, 1987.

The Project is designed 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 in Pakistan. The project includes the provision of technical
assistance, training and commodities to strengthen the capability of
the GOP to: wundertake effective integrated and provincial analyses of
forest and fuzlwood development programs which encourage farm and
energy forestry; and develop and conduct a program of research and
training in support of on-farm tree crop management strategies.

A key concept of the original project design is the need for a
phased, coordinated approach to developing and building an effective
farm forestry outreach program. Key components of this development
effort include: data collection, systematic analysis and planning;
detailed technical, economic and social designs of field implementation
models and strategies; a companion program of forestry and socio-
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cultural research; human resources development; and, policy dialogue
and changes necessary to foster a national farm forestry program.

This project has had rough sledding during its implementation
phase. It was evaluated in September 1987. The major conclusions of
the evaluators are listed below:

"The evaluation team is firmly convinced that the Forestry
Planning and Development project and its original design concept
(enhancing the capability of the GOP forestry institutions to
carry out farm forestry extension and demonstration) continues to
be extremely relevant to development needs and opportunities in
Pakistan. Promoting and facilitating the farmers cajzacity to
respond to the emerging income earning opportunities ccunnected
with tree-planting is considered to be the best investment
strategy for the sector, offering high returns for the farmers and
the nation.

"Despite its evident potential, project goals and activities,
the need for complementarity, continuity and a phased approach to
implementation, as well as the roles, responsibilities and
implementation procedures and arrangements within the project are
still poorly understood by project staff, includxng the GOP and
the technical assistance team (TAT).

"The evaluation team strongly believes that resolving the
range of issues currently troubling the project is as or more
important than additional physical accomplishments on the ground.
The evaluation team is concerned that the announced revision of
the PC-1, although most welcome and appropriate, not become a
substitute for making meaningful decisions about major issues in
project implementation required (and pcssile) at the earliest
date. Bearing in mind that revision and approval of a revised
PC-1 will take time, these issues including those related to
goals/objectives, roles and responsibilities, budgets and funding
processes, and implementation procedures can and should be
systematically addressed as soon as possible.

"The FPD project has been effectively hamstrung in several
areas (field operations, training and construction) by the lick of
timely adequate GOP budget allocations. Although it is difficult
to calculate exact amounts of planned GOP contributions, it
appears that these are presently less than 2C percent of what was
originally anticipated. Interim steps will have to be taken
immediately for corrective action on the GOP fiscal year (FY)
1987-88 allocation and funds release, to buy time for the overall

7Thomai, Catterson and other, Mid-Term Evaluation of the Forestry
Planning and Develcpment Project (391-0481), prepared for USAID,

Islamabad by Associates in Rural Development, Inc. under contract No.
PDC-0000-1-13-4104-00, September 1987.
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budget readjustment which will result from the major revision of
the PC-1.

"The evaluation team believes that the Winrock technical
assistance team has a continuing need for internal team building
in order to improve both its engagement with and impact on the FPD
project. It is vital that the TAT understand that its fundamental
role is that of assisting in building and strengthening the
institutional capability of its GOP partner forestry inst: -utions
involved in this project.

"The Provincial Forestry Department (PFD) staff assigned to
the project are the frontline troops in the effort to expand
tree-planting among the farmers and on the farmlands of Pakistan.
There is a receptive audience if they can organize themselves to
reach out and service it. Doing so will be the greatest challenge
of the project so far; delaying affirmative action will only make
it harder. An interim solution to the PC-1 targets dilemma is
urgently needed and cannot be postponed."

This project is an excellent example of a well designed and
adequately funded activity, dealing with an important development
problem, that cannot be successfully concluded without the will,
discipline, and commitment of the GOP to make the difficuit
institutional changes necessary to apply the technical assistance.
There are true limits to the effectiveness of the external change agent
unless there is an understanding, on the part of the responsible
implementing agency, of how to fully exploit that change agent, and a
willingness to depart from past practices.

3. Mission agricultural strategy for 1987-1993

Wide ranging discussions among the GOP, the Mission and AID
Washington have been held during the past year on the shape of the
Mission's agricultural sector strategy for the next five years, and the
most effective approach Pakistan may take to manage its agricultural
sector as it enters the 2lst century. While consensus has not emerged,
it is clear that the focus will continue to be on policy reform to rely
more o7 market forces in the allocation of resources, and the continued
upgrading of GOP institutions that serve the Agricultural sector.

4, Conclusions

a. The Mission's approach to structuring the agriculture
program in 1981 was without a well defined strategy; rather it drew

upon the Mission's past knowledge and experience in the agricultural
sector, and select-rd activities that were clearly useful, were covered
by the GOP development plan, and gave some hope for rapid
implementation. Urged on by the need to meet obligational targets, the"
Mission added other agriculture projects (many of which are umbrella
projects containing numerous loosely linked subactivities) to the
program that had promise of contributing to increased yields.
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b. Efforts to reach consensus on a comprehensive Mission
agricultural strategy are still continuing. The difficulties
encountered in articulating such a strategy probably derive from
recognition that a major breakthrough on the production side of
Pakistani agriculture in the near future is unlikely. Further
dramatic production increases, such as those achieved during the 1960s
(the Green Revolution), are unlikely to be achieved without the slow
and painstaking process of institutional reform.

c. The policy dialogue in agriculture has had severai
successes, particularly with respect to increasing the private
sector's role (fertilizer distribution, derationing wheat, oilseeds,
etc), and allowing market foxces greater play. It is not clear to what
extent some of these policy actions would have heen fully implemented
by the GOP in any event. But we see a large degree of professionalism
in this dialogue, with both sides recognizing the limitations to the
leverage available to the Mission, yet understanding the value of the
supporting studies offered by the Mission on the issues under
discussion.

d. The Mission's efforts to bring about institutional »
reform in the GOP agencies supperting the agriculture sector have been
far less successful than its efforts to achieve several policy reforms.
Yet, given the de-facto Mission agriculture strategy of technology
related productivity increases, institutional reform is imperative if
the required support services are not to be all.wed to deteriorate.

e. The effectiveness of USAID support for agricultural
research is constrained by the rigidities of Pakistan's bureaucracy,
the relations of applicable federal institutions wit ose of the
prev.nces, and inadequate linkages between research, training and
extension. Continued Mission support will be required for some
considerable time unless these structural and institutional problems
find a solution.

£. With the exception of the CIP and the r tio tem
Management project, ve ttle of the icul ture ogram resulted in
actual implementatio expenditure o unds or to the end of the

six _year period ending September 30, 1987. This reflects, at least in
part, delays due to slow adoption of institutional reform measures and
the Mission's reluctance to authorize expenditures until such actions
are taken,

g The program focus, to shore up the support system for
the agricultural producers by reducing the rate of deteriorat the
existing irrigat e develo new _varieties of seed t
rate that exist varieties become i erative, traini id-leve
personnel to take on the functions and operations of the system, etc,--
in order to mainta the cent per oW ate
agricultu sector, is an important e for the Mission, It seeks
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to improve the agricultural support system and "to avoid backsliding in
the performance of these GOP institutions".

h. The Mission's focus on upgrading the capabilities of the
provincial organizations is important. The seventh Five Year Plan
seeks to increase the responsibilities of the provinces for

implementation of economic development programs. The upcoming
elections in 1990, and the increased assertiveness of the provincial
governments for a larger role in their own affairs, suggests that the
locus of implementation is likely to shift towards the provinces in the
years to come.

i. Some effort is being made to _examine the possibilities
for assistance in the agricultural credit area. Perhaps these
explorations will suggest new imaginative interventions for the
Mission. Further explorations to identify constraints to agricultural
yield increases, and possible interventions would seem to be warranted.

j. The recently approved Agricultural Sector Support
Project (ASSP) will be employing Sector Grants (performance

disbursements) in conjunction with policy changes that may be adopted
by the GOP. Adoption of the Sector Grant procedure recognizes that

disbursements on the current program will not be likely via normal CIP
and project disbursement procedures at an adequate level to mest
certain projected balance of payments needs. Whether these condit’ons
will lead to adoption of policy changes by the GOP that it would not
«therwise intend to take on its own, remains to be seen.

C. Energy Sector Program
1. Background

The energy sector was not new to AID when the new assistance
package for the six year period 1982-1987 was negotiated. In earlier
years, a considerable portion of the $§5 billion in US economic aid to
Pakistan had been programmed for power generation and distribution
projects. Moreover, the Mission had prepared a project paper (PP) in
1978 for a major Rural Electrification project. The project had been
approved by AID Washington in the amount of $127 million immediately
prior to the cessation of new commitments to Pakistan. The project
agreement was never signed,

Interest in the energy sector by aid donors was stimulated by the
energy crisis of the mid-1970s. Pakistan's import bill for oil
increased from $63 million in FY-1973 to $1,419 million, (25 percent of
total imports) in FY 1984. Shortages of electric power resulted in
increasingly prolonged blackouts and brownouts in major cities and
rural areas. Other aid donors, such as the World Bank and the ADB,
also began to focus their attention on the energy sector. In 1980,
after the cessation of US aid, the ADB picked up a $35 million segment
of the previously planned AID Rural Electrification project to
electrify 200 villages.
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During the 1981 discussions with the GOP on the military-economic
aid package, $200 million was tentatively earmarked for projects in the
energy sector. Actually, a total of $356.4 million was obligated by
end FY-1987 as follows:

EXPENDED

OBLIGATION 9/30/87

391-0473 Rural Electrification $204.7 80.2
391-0478 Energy Planning & Develop 51.7 23.7
391-0486  Energy Commodities & Equip 100.0 17.4
Total: 3564 121.3

Under the GOP Sixth Five Year Plan (1983-1988), almost 40 percent
of the development budget was programed for energy development to
correct the supply-demand imbalance and to meet the expectations of thz
rural population for electrification, a politically sensitive issue.
Other problems include inefficient production, delivery and collection
systems, high losses due to theft, growing dependence on imported oil
while there is low use of indigenous gas and coal, increasing evidence
of corruption, a tariff inadequate to recover costs and an overly
centralized management of the systems.

The stated goal of the Mission in the energy sector is to achieve
"...an economically rational and socially equitable balance of energy
supply and demand, and to minimize capital demands and recurrent
costs." These goals are shared by the other key aid donors who are
engaged in this sector. Donor coordination in Pakistan's energy sector
runs very high.

2. Program components

a. Rural electrification (391-0473

This project, authorized in September 1982, has iive
serarate and distinct components with a total life of project
authorization of $340 million, of which $204.7 million was obligated
during the six year program ending September 30, 1987. As of September
30, 1987 funding expenditures totaled $80 million.

Most activities are directed at the power distribution functions
of Pakistan's Water and Power Development Authority (WAPDA). WAPDA has
135,000 employees, serves over 5 milllon customers through move than
1000 field offices and has annual revenucs in excess of 10 billion
rupees. It has been said that actual collections would run to 30
billion rupees if all electricity that is stolen were paid for, and if
all legitimate billings were collected.

(1) Component 1 calls for assistance to bring about

institutional improvement of WAPDA to carry out an accelerated rural
electrification program.
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Funds were provided for technical assistance, training,
commodities, and the design of model warehouses and rural customer
service centers.

At the time project implementation began, WAPDA in general, and
its power distribution operation in particular, had a number of
weaknesses including: an ineffective organizational structure, a
shortage of trained staff, lack of coordination of functional
organizational units, poor communications, inadequate management
reporting, inadequate definition of the major duties and
responsibilities of organization units and inadequate delegation of
authority.

There have been three major accomplishments by this USAID funded
technical assistance: (1) general institutional improvement, (2)
creation of the Power Distribution Wing, and (3) preparation and
anticipated GOP approval of the National Rural Electrification Master
Plan.

A preliminary Institutional Improvement Plan was prasented to
WAPDA in January 1985. This Plan was designed to provide a blueprint
for the evolution of WAPDA Distribution into a more efficient and
well-managed organization. It analyzed WAPDA's institutional problems
clearly and concisely and documented the need for reorganization.

A second major output was the separation of distribution functions
from general administration, and the consolidation of these functions
into a separate Power Pistribution Wing in WAPDA. This major
organizational change was recommended in the Institutional Improvement
Plin. Although WAPDA approved the creation of the Wing in April 1985,
final GOP approval of the Wing and the requisite senior level
managemant positions did not occur until January 1987.

A third aspect of this component was the preparation of a National
Rural Electrification Master Plan. However, on May 26, 1985, the Prime
Minister of Pakistar announced that he had directed WAPDA to electrify
90 percent of Pakistan's villages by 1990 and that there would be an
end to load shedding by 1990. This would require power extension to
23,000 villages in 4 years, a fivefold increase over WAPDAs previous
efforts. It would also require the axdition of more than 4000 MW of
generating capacity. These announcements had a considerable impact on
the Master Plan then in preparation and based on very different
assumptions,

In August 1986, the Ministry of Water and Power informed USAID of
its conditional approval of the Master Plan submitted by WAPDA.
However, the Rural Electrification section of the plan did not reflect
the accelerated village electrification. The present challenge facing
the GOP is to reconcile the two timetables and provide a more rational
approach for rural expansion.
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While this problem remains to be solved, the National Rural
Electrification Master Plan was successful in mobilizing resources from
outside lenders. The Plan showed a general level of consensus within
WAPDA on direction and levels of resources required. As a direct
result of this plan, substantial funding has been offered from the
World Bank for load research management activities and from the Asian
Development Bank for initial energy loss reduction activities. In
addition, the World Bank has expressed interest in rural expansion,
provided it is undertaken in an economically rational manner.

(2) Component 2 calls for training of WAPDAs 80,000
distribution employees and technological upgrading. The main inputs
under this component include training, technical assistance and the
construction and equipping of a central Power Distribution Training
Institute (DTI).

Project funded technical assistance wvas used to develop a
comprehensive Distribution Training Plan, hased on a detailed census of
distribution function employees. It was c-mpleted on schedule and
accepted by USAID in November 1985. Tre Plan is designed to meet
Distribution's current training requirements while addressing the
organization's long-term manpower development goals. It consolidates
all WAPDA Distribution training activities into a centrally controlled
operation. It provides a management tool that ensures that as new
procedures are introduced into WAPDA's institutional improvement, the
training required will be available., This will ensure the creation of
a work force with the knowledge, skills and proper attitudes needed to
make the system work properly and efficiently.

Technical assistance also expedited the establishment and staffing
of an crganizational unit to manage all power distribution training
activities, including 34 field training centers. A joint WAPDA/
technical assistance team curriculum committee has developed new or
revised curriculum for over 50 percent of the courses. Finally,
facilities, staffing and equipment requirements and deficiencies have
been identified for eight Area Electricity Board training centers and
26 circle training centers.

(3) Component 3 calls for rehabilitation of overloaded
distribution lines and other measures to reduce energy losses. ADB has
authorized a $55 million loan as additional funding.

A goal of the program is to reduce technical and administrative
losses in the WAPDA distribution systein by 3 percent, from 19.6 percent
to 16.6 percent (excluding transmission losses). This would be
equivalent to adding 100-200 MW of new generating capacity.

The planned output of this component was the design and initial
implementation of a comprehensive Energy Loss Reduction (ELR) program.
The program was designed as the distribution system rehabilitation
element of an eight-year Master Plan for the Power Distribution System
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Rehabilitation and Expansion. This program was approved by WAPDA and
the GOP.

A mapping system was also developed to provide the basic data on
the WAPDA distribution system which are needed for planning,
engineering, operations and property records.

The work order system, the administrative vehicle used to
implement this ELR program, was developed. This system encompasses the
formalized procedures for planning, costing, executing, accounting and
managing power distribution activities.

In late 1986, based on the successful renovation of 44 feeders
under this component, the ADB authorized $55,000,000 as their
contribution to the ELR program under its $150,000,000 Power Sector
loan to Pakistan.

(4) Compenent 4 was designed to assist WAPDA reduce the
demand-supply gap for power through the funding of the first phase of a
natural gas-fueled Guddu Combined Cycle Power Generation Project. The
project was originally split into two phases due to an urgent need to
add thermal generating capacity and the uncertainty of total funding
for the power plant construction. Phase I included the installation of
a 40 kilometer gas pipeline, four gas turbines, four power generators,
transformers and other accessories required to connect the generators
to WAPDA's transmission system. Phase II included the installation of
boilers to recover the heat from the gas turbine exhaust, steam
turbines, and more power generators, transformers and other
accessories.

USAID funding for the architect/engineering services and for two
of the four gas turbines for Phase I, was contingent on the
availability of the additional funds required to complete Phase I of
the project. Other donor funds were to be used for the other two gas
turbines, the balance-of-plant equipment for Phase I and all the
hardware for Phase II. USAID provided the A/E services for Phase II.
The Project has been accomplished at substantially less cost than
originally planned. The four gas turbines are in operation; the waste
heat unit was commissioned in December 1987; the total cost of the
plant, including units 1 through 4 and their heat recovery units, will
be $265,614,000, i.e., $87,235,000 less than originally planned.

(5) Component 5 calls for financing of the rural system
expansion. In support of the GOP commitment to rural electrification,
the Project budgeted $51,875,000 (excluding inflation and contingency)
in ATD funds for rural distribution system expansion. All activities
under this component were to be carried out in accojdance with a
National Rural Electrification Master Plan developed under Component 1;
and with Components 1 through 4 having achieved the prerequisite
institution building and system strengthening.
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As noted earlier, a National Rural Electrification Master Plan was
developed as part of a more comprehensive eight-year plan for Power
Distribution System Rehabilitation and Expansion. The GOP approval of
the rural electrification element of this comprehensive plan was
conditional, as it was not in harmcay with a subsequent mandate to
accelerate rural electrification to achieve 90 percent village
electrification by 1990. Furthermore, it is the assessment of both
USAID and the technical assistance team that components 1 through &4
have not yet received the required strength to support a rational
expansion program. Therefore all project funded activities under this
component have been held in abeyance at the end of FY 1987 until a
revised Rural Electrification Master Plan could be agreed upon between
the GOP and USAID.

The mid-1986 project evaluation identified typical implementation
problems of such projects that contemplate changes in established local
institutions, (resistance to change by agencies being assisted, slow
decision making, tendencies of technical advisers to take on
operational roles rather than train others, changes in parameters,
etc). But the project was found to be performing sufficiently well to
be amended (July 1987) to increase the life of project funding total to

$340 million and to continue it into the second six year commitment
period (1987-1993).

As noted earlier, donor coordination is well organized for the
power sector. The Asian Development Bank contributed $111,926,000 into
Phase I and Phase II of the Guddu Power Generation Plant. From the
ADB's 10th Power Sector Loan of $150,000,000, $55,000,000 was used to
fund energy loss reduction. The ADB is also presently involved in
supplying power equipment for Tarbela Dam. Over the 7th Five Year
Plan, the ADB is considering investing an estimated $ 1 billion in
Pakistan's energy sector.

The World Bank is financing two WAPDA transmission projects for
approximately $100,000,000 each. From the World Bank's $178,000,000
Energy Sector Loan, some funding is provided to WAPDA for spare parts.
The World Bank is considering a Second Energy Sector Loan, which would
include oil, gas, coal and power, and which would exceed $100,000,000.
It is also considering funding oil fired power generation units at
Jamshoro, which would provide an additional 1050 MW for which USAID
conducted the feasibility study. This project is estimated to cost
$700,000,000.

CIDA is financing an expansion of generating units at Tarbela Dam.
They are also involved in participant training as it relates to
transmission. The German Agency of Technical Corporation (GTZ), in
association with Italian aid, are financing a 600 MW combined cycle
power plant at Kot Addu, The Soviet Union has been involved in
discussions over the past 5 years for a possible 640 MW power plant at
Multan. The unresolved issue of fuel supply makes this undertaking
complicated and economically questionable.

94



b. Energy planning and development (391-0478)

This project assists the GOP in formulating and
implementing plans and programs to assess, develop and use Pakistan's
indigenous energy resources and increase the efficiency of energy use.
The project paper was approved July 1983, GOP funding was approved in
June 1984. The project has three components:

(1) Assistance and training in energy analysis and

stratepgy assessment for policy and development
planning;

Pakistan's Seventh Five Year Plan, covering the
years 1988 to 1993, contains targets, planned allocation of resources
and direction of private and public sector investment strategies for
national energy development. This project activity was intended to
facilitate institutional upgrading of the various organizaticrs that
have a role to play in preparation of this plan. The new office of
what is now the Energy Wing started operations late 1984. 1Its function
is to collect and analyze relevant energy sector data and integrate the
analysis with the country's long-term plans and policy formulation.
Energy Wing is guided by an inter-ministerial Energy Policy Board.
Funds were provided to MATHTECH to assist the Energy Wing of the
Planning Commission and other planning entities in the preparation of
the Seventh Five Year Plan, to purchase equipment and to provide
training. Funds were also provided to finance special energy studies,
to develop information needed in the planning process, to develop a
National Energy Data Base, to perform a manpower needs assessment and
to strengthen local training institutes to provide training in energy
planning related disciplines.

Funds are also being provided through this project activity to
finance a revision of the Rural Electrification Master Plan developed
for WAPDA after the GOP found it could not accept and approve the

Master Plan as prepared by Ebasco in light of the GOP's changed
targets.

Contractor selection and contract execution did not take place
until July 1986. Thus implementation of this activity did not begin
until 15 months prior to the end of the six year period covered by this
review. The first project evaluation is scheduled for May 1988.

The contractor is also assisting in preparation of a long term
(20 year) plan for the energy sector.

(2) Assistance with coal resource assessment, mining

and utilization:

There is considerable evidence that Pakistan has
substantial quantities of coal reserves, mostly of poor quality but
usable for power generation. This component of the project is designed
to locate these reserves, evaluate their exploitability and undertake
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preliminary feasibility studies needed to structure investment
projects.

The US Geologic Survey (USGS) has been retained, under a four
year contract to assist the Geologic Survey of Pakistan (GSP) with its
coal resource exploration and assessment program (Coal REAP). It is
now in its third year of operation. A major find already has been made
southeast of Hyderabad of a coal seam ranging from 8 to 20 feet thick.
Further test drilling suggests that the seam is lens shaped with
potential reserves of up to 200 million tons. Drilling equipment has
been supplied to the GSP under the Energy Commodity and Equipment
Project (ECE) while other drilling on a contract basis, using Pakistani
contractors (Indus Valley Construction Co of Lahore), has been
commissioned by USAID, under USGS and GSP supervision. Other Coal REAP
activities began branching out to the Punjab in the fall of 1987.

The Lakhra coal field, a known field of very poor quality coal
that largely does not lend itself to surface mining, is thought to be
utilizable for power generation, employing a newly developed fluidized
bed combustion technology. Under this project, the Mission has funded
supplementary drilling and power plant design studies to amass
sufficient data to interest private investors in the coal recovery
operation and/or the power generation component. As of September 30,
1987 more than $14 million have been spent on this activity to provide
the needed data base. To date, no firm investment commitment has been
made. But a very considerable interest has now been shown in this
project by private investors, foreign and domestic, as well as other
aid donors, and the Mission has agreed to make available up to $125
million, out of future AID funding availabilities, if a private
investment can be arranged. It is also possible that WAPDA may
proceed with a demonstration plant on its own if private investors are
not willing to move ahead. The potential power generation from the
Lakhra coal field is in excess of SOOMW.

A small market assessment and applied R&D activity, to develop a
cost-effective smokeless coal brickette that would be competitive with
kerosene and wood fuels, is also funded under this segment of the
project. Approximately $350,000 have been expended on this activity to
date, which has been used to conduct consumer tests of sample
briquette.

(3) Promotion ener conservation and use o

renewable energy technologies;

With regard to renewable energy, $2.6 million
allocated for this activity has not yet been drawn down due to
unresolved technical and institutional differences with the GOP.

With regard to Programs for Energy conservation, in 1985, the then
Mission Director, Donor Lion, made a presentation to senior officials

of the GOP, recommending that the energy conservation function should
be placed within a Ministry that is neither a producer of energy nor a
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major consumer. He urged that an independent organization be
established to perform the functions envisaged for it. The GOP
acrepted the recommendation and established th: National Energy
Conservation Center (ENERCON), under the direction of a special Council
chaired by the Minister of Planning (Mahbub ul Haq) and reporting
directly to the Prime Minister. ENERCON is administered by a Council
of senior representatives from concerned ministries. The Council is to
be guided by an Advisory Committee, consisting of representatives from
GOP, provincial governments, WAPDA, and the Federation of Chamber of
Commerce and Industries. ENERCON is currently focussing on the
preparation of proposed legislation on energy conservation to be
approved by GOP. The Center was to have been established and staffed
by January 1986, at which time the technical assistance contractor,
Hagler Bailey & Co, was to begin work. Unfortunately there were
unexpected delays in establishing the Center but the Center is now
operating and approximately 70 percent staffed. A full time Managing
Director is yet to be appointed by the Prime Minister.

The Center has initially focussed on increasing the efficiency of
boilers and industrial furnaces. There are about 3000 boilers in
Pakistan, most of which are operating below optimum thermal efficiency.
Utilizing local contractors, with expatriate technical advisers to work
with them and train them, ENERCON is offering free service to adjust
these boilers and furnaces, with th: energy cost savings accruing to
the private owners. It is believed that 500 - 600 such demonstrations
will be sufficient to induce the progran to be continued with the
trained contractors providing the servicg for a fee. The project is
covering a wide variety of activicies inyall sectors of the economy.
There is a major emphasis on hands-on skidl training.

Another activity under this project w7as a design study, to improve
the efficiency of existing thermal power plants. The study revealed
that there is a potential for increasing "the power generation from
existing plants by 425 MW if certain rehgbilitation and retrofitting
actions were taken., WAPDA which has responsibility for most of these
plants, has engaged in a program co optimize its plant output under
joint World Bank, USAID and British funding. It is less clear whether
those plants operated by the Karachi Electric Supply Company (KESC),
are receiving the same attention, but it is reported that KESC is
implementing these measures, using its in-house facilities, together
with spare parts purchased under USAID's Commod{cy Import Program.

A total life of project funding level of $104 million is
authorized, of which $51.7 million was obligated within the 1982-1987

commitment level. As of September 30, 1987, expenditures totaled $23.7
million.

c. Energy Commodities and Equipment (391-0486)

This project was designed to assist the GOP meet its
foreign exchange needs for imports in the energy sector. It is
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discussed in greater detail in Part I, Section C, Balance of Payments
Support, above.

This project also contributed to the effectiveness of the policy
dialogue between the USAID and tle GOP on such energy policy concerns
as rationalized gas and electricity pricing, gas/oil resource
development with the private sector, and energy conservation.

3. Mission self-assessment of 1982-1987 energy sector programs

USAID's Energy Sector Strategy Statement for FY-1988-1993
(Prepared May 1987) had this to say about its own assistance efforts
during 1981-1987:

"In support of Pakistan's Sixth Five Year Plan objectives,
USAID energy portfolio began with the WAPDA power distribution
program and Guddu combined cyciez power program in 1983, followed
by start up of the feasibility studies for the Lakhra coal fired
power generation in early 1984, the commencement of the Energy
Commodities and Equipment CIP in late 1984, coal resource
assessment start-up in mid 1985, and energy planning and
conservation start-up in early 1986. Major USAID accomplishments
in the policy reform arena have included power tariff increases
(through close coordination with and conditionality support for
the World Bank), initiation of a major new GOP initiative to
attract the private sector into power generation, agreement by the
GOP to rehabilitate its aging power distribution and thermal power
generation systems, agreement by the GOP to treat coal mining on
the same favorable investment terms as industry, and agreement to

initiate national integrated energy planning and a national energy
conservation program.

"In the area of technology transfer, USAID's most
outstandingly visible achievement has been the progress made
towards completing the USAID-ADB co-financed, Guddu Combined Cycle
Generation Project, which will provide Pakistan with over 600 MW
of additional thermal power capacity to balance its hydro-thermal
system (of which over 400 MW are already on stream) and to relieve
load shedding. Other important technology transfer has included
computerization of WAPDA and of energy planning functions;
introduction of energy line loss reduction and energy conservation
techniques; provision of oil and gas seismic and geophysical
aquipment; and provision of coal geophysical, rotary drilling, and
analytical equipment.

"On the institutional side, USAID's major accomplishment has
been the decision by WAPDA to separate its Distribution Wing as a
potentially detachable entity. Other institutional achievements
in which USAID has played an important role include the creation
of ENERCON and the Energy Wing in the Ministry of Planning and the
reorganization plan for Geological Survey of Pakistan. USAID's
outstanding private sector achievements feature the initiation of
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the GOP's private sector power generation policy and agreement
with the GOP to proceed with a majority private coal supply
strategy for the Lakhra power project. Other USAID private sector
achievements include GOP's energy conservation focus in the
private sector, private sector's lead in coal briquetting, coal
resource assessment to benefit private lease holders, and efforts
to promote the Dhodak natural gas condensate field to the private
sector."

"As the following observations on Sixth Plan progress
indicate however, the difficulties encountered during this period
underline the need to continue to focus on these objectives and
opportunities over the Seventh Plan:

-- Power projects are seriously behind schedule, for
political as well as economic and technical reasons;

-- The GOP faces a serious shortage of local currency that
is delaying public sector energy projects but is
spurring an emphasis on mobilizing private investments
in power generation and distribution;

-+ Under donor pressure, the GOP has slowly increased
electricity tariffs to generate resources for capital
expansion and rehabilitation, but serious distortions in
tariffs still exist, e.g. large subsidies to tubewells;

-- 0il and gas production and drilling have exceeded the
Plan target but more needs to be done to reduce
dependence on the public budget and to encourage more
private investment in exploration and development;

-- The GOP has placed policy emphasis on energy
conservation but actual implementation has been slow to
start up--especially in the public sector; and

--  The fuelwood situation is getting worse and the on-farm
energy forestry program supported by AID has been slow
in getting off the ground institutionally with the GOP
and provincial governments.

"In 1983 the GOP approved major private sector investments in
power generation as an important objective of the Sixth Five Year
Energy Plan. In August 1985, upon USAID's recommendation the GOP
approved a policy statement regarding the iunvolvement of the
private sector in power generation. Later that year a call for
proposals from the private sector for investments in power
generation was developed with USAID assistance and published in
the local press."

Since the policy was announced, 14 proposals for a total of more

than 3000 MW in new power generation have been received. The latest
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proposal is one received in February 1988 from a Saudi-UK joint venture
to install a 1200 MW thermal power station. USAID has assisted with
the evaluation of the most advanced of these proposals.

4. Mission energy strategy 1988-1993

The Mission recognizes that additional assistance will be
required and plans to continue along similar lines during 1988 to 1993.
Its Strategy Statement concludes:

"...The Mission will continue the close coordination with the
World Bank, ADB and other donors that has characterized the last
CDSS period, seeking to contribute to the resolution of the
multitude of policy and institutional reform issues that face the
government and its parastatals.

"The policy dialogue will focus on rationalizing tariff
rates, moving parastatals off budget, developing a least-cost
system expansion program to guide GOP energy investments and
improving the investment climate and other conditions inhibiting
the private development of indigenous energy resources. Technical
assistance and training will be provided to strengthen key
institutions in power generation and distribution and energy
planning and conservation in order to improve services and
increase efficiencies. The strategy includes the provision of new
technologies in energy conservation, renewable resources and power
generation, such as fluidized-bed combustion. Technical
assistance will be provided to smooth the transfer of
technologies. Privatization will be promoted not only by
energetic policy, and private power projects and other efforts,
but also by conditionality in the financing of power projects”.

The Mission is now designing a private sector power generation
project, which envisages funding levels of $160 million in US dollars,
for technical assistance, institution building, training and provision
of capital for private sector power projects. A "Private Sector
Window" will be established, with contributions from other donors (i.e
World Bank, ADB, ODA, etc) totalling more than $650 million. This
facility will make loans for up to 30 percent of new private sector
power project costs. It is hoped that the private sector window will
serve as a catalyst to produce more than $2 billion in new power
generation investments by the private sector.

3. Coneclusio
a. u ementation o e ecto ogra as
only just begun. Of the $356 million obligated during the 1982-1987

period, less than 35 percent was expended by September 30, 1987.
Achievements cannot be evaluated fully at this time,

b. The Mission's strategy of involvement in this sectox
see uite sensible. It draws on the Missions knowledge from past
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activities in power generation and distribution iv. Pakistan, and the
strengths of the US private power industry. It has identified
activities that complement and reinforce those of other aid douors.
And, perhaps most significantly, it is prepared to take the high risks
and perform the unglamorois tasks that are associated with exploration
and testing the feasibility of uncertain investments. The Mission is a
maior player in a high stakes game that addresses one of the more
significant constraints to Pakistan's economic development.

c. Implementation has been slower than originally
anticipated. But that is characteristic of all development projects

that attempt to introduce change in existing institutions. Some ground
rules have been changed by political statements, but these may actually
facilitate the proposed implementation plan by galvanizing the host
country institution to move faster than it might otherwise have moved.

d. The policy dialogue on energy problams seems to be
carried out at a professional level in a constructive manner. While

certain GOP actions may seem long overdue, one recognizes that speed of
implementing politically sensitive actions, such as increases in
electricity user charges, require political judgments. In this
connection, donor coordination works well in providing guidance and
encouragement to the GOP to take the necessary actions.

D. Social Sector Programs
1. Background

On the whole, Pakistan's achievements in social sector
development lag behind those of other fields. This is a matter of
growing concern to the GOP, USAID, other donor agencies, as well as to
many of the people of Pakistan. Many explanations have been given for
this. Whatever the explanation, there has been a consistent pattern of
deferring investments for social needs in favor of what Pakistan
officials regard as more productive sectors: economic and political.

The World Bank has noted that while Pakistan is on the threshold
of becoming a middle-income country, its social sector performance
lags further behind many far-more-impoverished countries. In its
review of the World Bank's relationship with Pakistan, it noted that:

"No Asian country with nearly as strong a growth record
as Pakistan has had as weak a record in the development of
the social sectors--in education including literacy, in
health and population programs, and in the participation of
women in the modernization process. The building of a
variety of development promoting institutions, especially in
the social sectors, has been spotty."

81BRD - "World Bank in Pakistan: Review of relationship - 1960-
1984", Volumes 1 and II, January 1986,
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There is, therefore, a two-fold explanation behind USAID's
accomplishments--or lack of such--in social sector projects in the
1982-87 program. The first is intrinsically related to activities and
priorities of the Mission, while the second must include the larger
issue of social sector malaise in Pakistan, which is beyond the scope
of this report. It is important to remember that USAID was responding
to GOP priorities which emerged through policy dialogue in its social
sector programming; as such, the following will concentrate on the
concerns of USAID in contributing to social sector development, with a
view to understanding what was attempted, what was achieved, and what
lessons can be learned from the experience to make USAID programs more
dynamic, responsive and effective in the future, given the constraints
imbedded in the framework of Pakistan's current situation.

Fifteen percent ($196 million) of the total assistance package was
allocated to social sector programs. The Mission concentrated their
efforts in three areas: health, population, and human resource
development. In addition, selected cross-cutting social initiatives
[included in the following section of this report] such as Women in
Development (WID) and training have been incorporated into most of
USAID programs with the aim of having an impact upon social issues in
the process of achieving other development objectives.

In brief, highlights of AID/Pakistan's social sector achievements
during this period include:

o Construction of eight health technician training schools
throughout Pakistan;

o Provision of $5.2 million in equipment and commodities in
support of Pakistan's Expanded Program in Immunization (EPI);

0 Supported establishment of new National Institute of
Population Studies (NIPS) in Islamabad;

o Supported initiation of nation-wide population related social
marketing of contraceptives program;

) Provided $33 million for anti-malarial spraying operations
covering about 80 percent of Pakistan's "at risk" population
which contributed to avoidance of an estimated 21 million
malaria cases, containing what would otherwise have been a
major health problem in the country;

o Supported the involvement of NGOs in population programs; and

o Initiated several hundred small-scale rural development and
infrastructure schemes, including schools, health facilities,
irrigation schemes and water supply systems in areas which
had been used for poppy cultivation, and have succeeded in
eliminating poppy cultivation in a number of localities.
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In addition, highlights of cross-cutting training achievements
include:

o Provision of overseas training for more than 3,500 Fakistani
professionals, Including about 800 in long-term degree
courses;

o Established WAPDA Distribution Training Institute

in temporary facilities in Lahore, and initiated
plans for constructing permanent facility in
Islamabad;

o Supported strengthening of NWFP Agricultural
University in Peshawar, including overseas training
for nearly 70 professionals, establishment of
computer lab, and completion of construction plans
for new campus facilities; and

o Provided more than $4.5 million in research
equipment to various provincial agricultural
research institutes and to the Arid Zone Research
Institute in Quetta.

2. Program components

a. Public Health

In this area, USAID had two substantial projects, which
will be addressed separately: Primary Health Care, and Malaria
Control.

(1) Primary Health Care

This project was initiated at a funding level of
$30 million with the objective of improving the coverage and quality of
the health care for the rural population, and was essentially a
continuation of the Basic Health Services Project which USAID supported
during 1977-1981. The earlier project had focused on the establishment
of network of faciiities, Integrated Rural Health Complexes (IRHCs),
which were to be staffed by physicians and mid-level health auxiliaries
called Medical Technicians (MTs) and other paramedics, as well as
curriculum development for the MTs. The first phase of the project
(1982-85) emphasized the building up of comprehensive rural health-care
delivery systems; the second phase moved to focussing attention on
reducing morbidity and mortality rates amongst children under age 5 due
to the major public health problems in Pakistan.

Health is a province-based responsihility in Pakistan. 1In
response to the GOP's creation of the Basic Health Services cell within
the Health Ministry, whose aim was to manage the government's Basic
Health Services project, USAID found itself able to assist the GOP's
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coordination efforts. It should be recalled that by this time in
Pakistan, due to efforts undertaken under Z.A. Bhutto's government,
large numbers of doctors were being graduated, but they were not
serving in the more remote areas.

In the first phase, USAID concentrated its attention on
organizational inputs, such as staffing the proposed IRHCs and attached
Basic Health Units (BHUs) in remote areas throughout the country,
strategies for building up these networks, and details relating to
their management: teaching physicians new procedures and management
techniques, introducing a register system to keep track of patients,
etc. USAID committed itself to building 13 permanent medical
technician training schools in the country; as of this writing, their
status is:

-- 3 schools completed in Sind;
-- 5 schools about 98 percent completed in Punjab;
-- 3 schools about 70 percent completed in NWFP; and

-- 1 school in Quetta just had its foundation laid, while
construction on a second school in
Baluchistan (in Khuzdar) has just begun.

People interviewed at the Mission feel that these schools are the
most interesting and wisest thing initiated by USAID's health program
in this period. For one, they are out in the periphery, in areas which
badly needed such resources. Second, each school has hostels attached
to it, which will facilitate enrolling women from the respective
regions to participate in the training programs.

Another important contribution by USAID in this phase was its
strong emphasis on medical technician training and with which it became
closely identified--perhaps too closely identified. In many respects,
the training program was perhaps too ambitious, as MTs were being
trained to do many of the tasks of physicians. Problems which resulted
from the overly-ambitious training programs came to be closely
associated with USAID. However, on the positive side, a curriculum for
training paramedics was developed, with a strong emphasis on developing
community health skills. During the second phase of the program, this
was expanded to include hands-on training and field assignments,

Other inputs in the first phase include assistance in a
communications program for control of diarrheal diseases and initial
participation in vaccine production.

The program faced a number of problems: resources were
concentrated in a few centers, GOP health supervision systems were
inadequate, service delivery problems were frequent, there was no
monitoring system to evaluate whether benchmarks and targets which had
been set with the GOP were being met. In a larger sense, the program
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didn't address the existing systemic problems which constrained its
success. The actual training components of the program had initially
been conceived with little dialogue with the GOP. There was a question
of program design as well, for the basic strategy of outreach required
more provision for travel than had been included. The very nature of
the primary health program became problematic and frustrating, to the
point where the Mission considered shutting it down in 1984 and again
in late 1985. A large part of the frustration had to do with the
internally-asked question: was the Mission really accomplishing
anything? In hindsight, we can see that the program was too spread
out, with limited staffing resources to make such efforts truly
effective.

Building on an important lesson learned in the first phase, the
second phase of the program was initiated with a great deal of feedback
from the GOP. While some of the programs were continued, the emphasis
shifted to having an impact on disease in the ccuntry. The prime focus
came to be on the six life-threatening diseases in Pakistan: malaria,
TB, respiratory infections, poor nutrition, pre-natal (anti-natal) risk
factors in pregnancy, and, of most importance, diarrheal prevention and
treatment. In 1986, AID/Pakistan--in conformity with GOP policy and
other donor activity--actively began to participate in the effort to
control diarrheal disease and reduce mortality due to dehydration
through a strategy aimed at training provincial health officers for
case management of containing diarrhea. PRITECH began to organize all
aspects of USAID's assistance in Oral Rehydration Therapy (ORT)
program planning: production, distribution and supply of ORT, as well
as evaluation and research. USAID spent substantial funds,
particularly in 1987, on communicating ORT in the country: 2 million
pictorial leaflets were distributed; television spots were used; and 3
messages on ORT were broadcast throughout the country over a one-year
period. According to a WHO sponsored external review, public awareness
about ORT has reached a level of 75 percent as of March 1988. USAID
participated in policy dialogue with the GOP in its attempts to
standardize ORT treatment. The problem is that while ORT can be
effective in preventing dehydration, it can only be so when used
properly, and there are indications that it often is not. Therefore,
USAID has encouraged the standardization of (a) ORT packet size and
mixing instructions, (b) messages to mothers concerning proper feeding
and treatment when children have diarrhea, and (¢) hygiene and
sanitation guidance.

In addition, AID/Pakistan spent a total of $5.2 million in
commodity support for the GOP's Expanded Program in Immunization
(EPI). Though EPI was the GOP's strategy, AID/Pakistan can take some
credit for the fact that EPI coverage went from 5 percent in the
country in 1982 to 80 percent in 1988: AID/Pakistan supplied vehicles
and much of the injection equipment for the program, including some
cold chain equipment. A second area in which USAID has been very
active is in vaccine production equipment for tetanus typhoid, and
particularly in promoting tetanus immunization for fertile age women.
The latter focus stemmed from a visit by Stan Foster, an epidemiologist
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from the Atlanta Center for Disease Control in November 1986. From his
evaluations of disease control and hospital records, he argued that
while EPI was having substantial effect on preventing disease among the
43 million children who are under age 15 in Pakistan, there was a great
need to protect newborns from neonatal tetanus.

There was a strategy shift in the training component as well. The
GOP asked for help to supplement basic medical education of mid-level
(peripheral) medical officers; in effect, the training program shifted
from training medical officers in-charge to emphasizing an integrated
training program for the entire health care system, from the level of
District Health Officer and below. 1In addition, USAID assisted the GOP
in experimenting with a Management Informatien System (MIS) which
could become a both a supervisory and a reporting tool, basing the
system on facility service statistics (e.g., utilization rates, drug
supplies, case management).

A new curriculum emphasizing community health skills was finally
published in March 1988. This was developed entirely through a
participatory process, using advisory groups in all provinces and
seeking input from people throughout the health structure. While it
took two years to write, it appears to have much effective potential.

Other inputs in the second phase include institutional support of
the training program by providing $2 million in equipment and
furniture for the schools, and enrolling many more women. At present,
22 percent of technicians in service are women; however, 40 percent of
currently enrclled trainees are women.

A final area in which USAID is actively engaged in policy dialogue
with the GOP is in its attempts to have community medicine in general,
and community pediatrics in particular, emphasized in government
programs. The important issues confronting the Primary Health Care
program can be summed up as follows:

o It is critical that the GOP make substantial inputs into the
direction of the program. The political will which was
evidenced on the part of the GOP which contributed to the
success of EPI needs to be harnessed to make other health
programs successful as well. Though this may be a
time-consuming process, the GOP's participation is,
obviously, essential;

o A program can't do everything at once--train doctors, train
MTs, build schools, devise training curriculums, and hope to
have an impact on disease control--with a high level of
quality. Given its limited resources, USAID must make the
internal decision: to provide selected highly visible, high
impact assistance in a narrow area, or broad-based support to
strengthen the overall system; and

106




o It is important that realistic targets be set and then
attempts at achieving them be monitored.

In effect, these issues have been addressed and are being
incorporated into USAID's planning for its 1988-1993 health program,
which will stress Child Survival Strategies. USAID's consistency over
the years in stressing the increased participation of women as health
providers has also been incorporated into the new program.

(2) Malaria control

A second health-related area in which AID/Pakistan
has been active has been malaria control. USAID assistance to
Pakistan's Malaria control efforts dates back to 1963. During the
period 1963-1970, USAID provided $28 million to support Pakistan's
malaria control efforts. By 1970 the incidence of malaria dropped from
an estimated 7 million cases in 1961 to only 9,500 reported cases in
1967 and the USAID project was phased out.

Regrettably, there was a resurgence of malaria following
termination of the project. By 1974, following severe flooding
throughout the country, it reached epidemic proportions at a level of
10 million cases. This led to a resumption of the USAID program and,
between 1975 and 1980 USAID provided an additional $24 million.
Reported cases dropped to 12,304 in 1979 and USAID's program was again
terminated in 1980. Deterioration again followed in 1981, possibly
exacerbated by the sudden influx of Afghan refugees.

The current project was approved in May 1982 with a planned
completion date of September 1987. $41 million were allocated along
with Rs. 21 million mostly in the provision of 13,650 metric tons of
insecticide for anti-malaria spraying operations covering 16.2 million
households. In addition, the Mission supported the establishment of
the National Institute of Malaria Research and Training (NIMRT) in
Lahore for malaria operational research; the establishment of malaria
case detection centers at health facilities in various urban municipal
corporations; and trained 272 doctors and 7,356 MTs in malaria control
techniques and strategies.

Eleven short term two-week study-cum-observational visits to
Thailand and Malaysia and one 4-week training program in the US were
implemented. A total of 57 health officials participated in these
foreign training programs, out of which 41 were medical doctors and the
remaining non-doctors. Services of a long term Malaria Advisor for the
life of the project were provided to the GOP for technical assistance
and effective implementation of the project.

For effective house spraying operations of insecticide, 5000 hand
compression spray pumps and 20,000 nozzle tips were procured each in
1984 and 1987, totalling to 10,000 spray pumps and 40,000 nozzle tips
during the project. Tc erable the GOP to establish effective and
reliable blood slide examination of fever cases for detecting of
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malaria parasite in the laboratory, 500 laboratory microscopes are
under procurement. For effective control of malaria in the urban
areas, after meeting certain conditions of the project, urban malaria
equipment worth $600,000 consisting of heavy ULV/fogging machines,
vehicles, spray pumps etc, for five major municipal corporatiouns of
Pakistan is also under procurement process.

Through the project, 24 different in-country training programs
were held. To create awareness amongst the rural population for
prevention of malaria, a health education campaign through radio,
posters and booklets was launched. Health education spots on malaria
wera relayed through 14 different radio stations in Pakistan in 1986-
87. The project also has been very instrumental in establishing a
research institute for malaria research and training at Lahore. Though
still not fully functional, it is anticipated this institute will play
a vital role in the future malaria control strategy and research
activity ir Pakistan.

The tendency to focus all malaria efforts in the Directorate
resulted in the rest of the Health Ministry ignoring those vital
activities that go along with spraying (education, diagnosis, reporting
etc). The project attempted to encourage integration of the malaria
control effort into the overall programs of the Health Ministry.
Management improvements to facilitate institutional development
included the establishment of the National Institute for Malaria
Research and Training in Lahore. The institute was established in 1985
with a professional staff of 10. The Directorate has also expanded its
network for passive case detection and has established a Vigilance
Organization for malaria in the urban areas. Mission personnel state
that there has been a perceptible improvement in the operations of the
Directorate since 1982.

A new project, in the amount of $25 million, is now proposed to
continue the USAID assistance effort until 1992, 1Its thrust will be
building institutional capacity for passive case detection and
treatment (of malaria cases) at all the general health facilities. A
small amount of technical assistance and sufficient training is
contemplated but the bulk of the funds will be used for pesticides and
equipment. An effort is being made to shift the purchase of pesticides
to the Health Ministry budget so that, at the end of the project,
pesticides requirements and the expenditure on Malaria Centre
activities will be routinely met with GOP resources.

b. Population planning

It is a commonly accepted perception that if a country
is unable to contain its population growth rate, all other development
endeavors may well be jeopardized. Pakistan has one of the highest
population growth rates in the world: while Planning Minister Dr.
Mahbub-ul Haq estimates the rate in 1988 to be 3 percent, others
informally feel that it may well be even higher. At the present rate
of growth, Pakistan's population of 100 million will double in about 25
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years. Strengthening of the population planning program is wvital.
Unfortunately there have been many disruptions in the program, each
related to political upheavals. Despite 30 years of public sector
efforts, contraceptive usage rates have not reached beyond 10 percent.
In sum, the 3 percent population growth rate does not bode well for the
country's future economic nor social development prospects, and the
resultant inability to provide basic amenities to such a fast-growing
populaticn may contribute to future political unrest as well.

(1) Background to the 1982-87 program

Efforts to contain population growth rates began in
1952 in Pakistan as a purely NGO activity by the Family Planning
Association of Pakistan (FPAP). Shortly afterwards, this developed
into a government-funded NGO program (between 1955-60). The government
then included public sector efforts to contain population growth
through health ocutlets (hospitals and clinics). Therefore, by the
early 1960s, there was a two-pronged program: the FPAP-NGO program,
and a public sector program. At this time, the population was about 43
million.

A new program was begun in the mid-1960s, based on IUDs, Dais
(traditional birth attendants), and incentive payments, run by the GOP
health department. AID/Pakistan's involvement at this time was to
provide budgetary support for contraceptives and some vehicles to
assist the program. While the program initially was popular, it
quickly lost support as the targets were over-ambitious and there was
much fictitious reporting by doctors and clinics to claim incentive
payments.

With the fall of Ayub Khan's government in 1969, the population
planning program was suspended and efforts in this regard were
substantively reorganized. The country's population was now estimated
at 65.3 million. The program forwarded during the Bhutto government
was the Continuous Motivation System (CMS). In 1975, Inundation was
added to the program. This involved the sale of condoms and pills
through shopkeepers throughout the country, on the premise that
increased availability would increase usage. The failure of the CMS
portion of the program has been attributed to the employment of young,
unmarried, urban girls as motivators; political appointees; and lack of
the necessary supeivision of field activities required in such ar
effort; and, latex, the bifurcation of male and female staff.
Inundation was virtually also a lost cause because while contraceptives
were supplied to large numbers of shops, they were often kept in the
back (i.e., out of sight, hidden) and potential clients just didn't
know they were there. ‘

AID/Pakistan was involved in extensive policy dialogue with the
GOP at this time, providing local currency funding and other
institutional help (e.g., books, audio-visual equipment, etc.) and,
most importantly, supplying the contraceptives. The Mission's
involvement was at its height as it was the inventor of the Inundation
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idea, codesigner of the CMS strategy, and the major donor: in effect,
this was said to be AID/Pakistan's program. The program floundered;

it was not effective; and a very important lesson was learned by AID/
Pakistan: because it virtually designed the program, AID/Pakistan was,
at least in people’'s minds, blamed for its failure. This experience is
instructive: contribute to the ongoing programs of the GOP, but don't
create them. To this day, many people still associate AID/Pakistan
with this problematic program.

At about the same time, AID/Pakistan entered into policy dialogue
with the GOP to explore ways in which the private sector could be
engaged in population activities, and provided consultants for this
purpose to the GOP in 1976. AID/Pakistan had agreed to supply condoms
to private sector enterprises provided they were marketed as a
wholeheartedly commercial enterprise. All agreements with the GOP were
in place, but before the contraceptives had even left the warehouse,
the 1977 coup d'etat occurred, the entire program was called into
question by the GOP, and was subsequently cancelled. However, it is
important to note that as far back as the mid-1970s, the GOP had agreed
to the concept of the social marketing of contraceptives in that the
government's resources were insufficient to make them available on the
necessary scale.

The failure of CMS and Inundation caused general disillusionment
among the international donor community, and all but UNFPA gradually
withdrew support from the GOP's program after 1977. AID/Pakistan
continued to play only a marginal role, mainly because its
contraceptives were still in the country and had to be monitored, but
this was all. A feeling of uncertainty prevailed among program staff
for several years.

The GOP strategy was once again reorganized during the 1980-82
program development period, which saw Dr. Attiya Inayatullah play a
major role in its formulation. Plan Formulation Groups were organized,
funded by the UNFPA. AID/Pakistan was not consulted, but neither did
it have the manpower to assist had it been consulted nor was it in a
position legally to apply any funding at this time. The country's
population had now reached 84.3 milliom.

(2) The 1982-87 program period

By 1982, Dr. Inayatullah had presented her multi-
faceted community-oriented, clinic-based "cafeteria" approach to the
international donor community, The Population Welfare Division's
program was based on a three-pronged core activity approach:

o Family Welfare Centres (FWCs, essentially clinics);

0 Reproductive Health Centers (RHCs, mostly sterilizations in
hospitals); and

o Training.
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In addition, the GOP included the social marketing of family
planning in the Sixth Five-Year Plan. The GOP approached AID/Pakistan
for assistance in this area, and policy dialogue was engaged in at the
ministerial level to work out tbe project design.

Concerning the larger population planning program of the
Population Welfare Division, a shopping list was essentially presented
to the donor community, and the World Bank, UNFPA, ODA (U.K.) and CIDA
(Canada) began to fund the core programs. The entire strategy was to
be based on community participation, with the primary objective being
contraceptive usage going from a prevalence of 9.5 percent in 1982-83
to 18.6 percent by 1988, and continuous prac:ice increasing from 6.8
percent to 13 percent in the same period. Demographic objectives (from
1983 to 1988) were:

a. Reduce CBR from 40.3 to 36.2 per 1000;

b. Prevent 2 million births in period;

c. Reduce PGR from 2.8 percent to 2.6 percent; and

d. Reduce TFR from 5.9 to 5.4 per womrar.

Delivery services were to be provided through: Family Welfare
Centers (FWCs), Reproductive Health Centers (RHCs - -surgical
contraceptive service facilities), Local Hakims, Provincial Line
Department OQutlets (PLDOs), large employers, Non-Governmental
Organizations (NGOs), District Distribution Points (DDPs--sale agents),
and Target Group Institutions (TGIs).

It was hoped that the following method wise usage of
contraceptives would be achieved:

Condoms...............v..n. 46,37 percent;
I0Ds. .. i e 19.76;
Contraceptive Surgery...... 20.46;

Oral pills..........vvv.nn. 12.50; and
Injectables................ 0.91.

AID/Pakistan began to develop its own projects quickly in the new
start-up period, the last five months of 1981 and early 1982. By then,
other donors had already offered assistance for most of the core items,
so that AID/Pakiscan assistance had to be confined to support
activities, namely:

o Of greatest importance: AID/Pakistan supplied the
contraceptives for the program;

) Provided Rs. 21 million for construction in Karachi of a
central warehouse for the Population Division and facilities
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for the National Research Institute for Fertility Control
(NRIFC); and

o Supported research: operational and demographic; the buildup
of the National Institute of Population Studies (NIPS);
improved condom testing capability and other NRIFC
activities;

In response to GOP encouragement for the international dunors to
coordinate their activities, the UNFPA held the first such meeting in
1983. Since then, informal meetings have been held pericdically. In
addition, the GOP began to involve NGOs in their population planning
program on a larger scale in 1985, and began to fund some of their
activities. The NGO Coordinating Council was formed as a somewhat
independent entity of the government (semi-autonomous contract
organization) to expand and coordinate NGO involvement in the
population program; it now consists of 90 registered NGOs including the
Family Planning Association of Pakistan (FPAP). This was done at the
same time when the responsibility for the program was being transferred
from Dr. Inayatullah to Minister Mahbub-ul Haq. The country's
estimated population was now 96 million.

At the same time, which was midway in AID/Pakistan's program
period, there was an external evaluation of the AID population project.
Based on recommendations made in this evaluation, the program was:

-- Expanded to cover new areas;
-~ Project completion date was extended from 1987 to 1989;
-- Provision was made for increased contraceptive supplies; and

-- Overall program funding, which had earlier been increased
from $25.6 to $40 million, was now raised to $74 million.

The majority of the expanded activities continued to remain in
support areas of the GOP's program: support for the National Research
Institute of Reproductive Physiology (NRIRP) was added; small sums of
money were budgeted for monitoring and statistics (essentially to
strengthen the GOP's existing MIS system) and for improving the
project's communications (e.g., mass media, including TV, radio,
newspapers; audience research; production of films--although no monies
have yet been disbursed in this regard); and began minimal involvement
in reproductive health activities by lending support to the surgical
contraceptive program. In the latter, funds were provided for
institutional reimbursements (costs of operations) and technical
assistance to ensure that the procedures were of high quality,
voeluntary, and were a result of informed choices by clients.

Another important initiative involved bilateral funding for NGOs

in the population area. Although such funding was not provided until
June 1986, the Mission had been involved with the Population Division's
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NGO project from its earliest stages. USAID, along with UNFPA and
CIDA, were esctive participants and resources persons at the March 1984
pre-project workshop for GOP and NGO personnel. This workshop
established the conceptual framework and guidelines for the NG9
Coordinating Council and the NGO project which resulted in tha
preparation of the PC-1. Despite the fact that there were no bilateral
funds available to financially support the NGO Coordinating Council for
a period of at least 18 months after its establishment in January 1985,
USAID was considered its most active proponent and potential supporter.

As mentioned earlier, AID/Pakistan has been exploring ways in
which the private sector could be engaged in the social marketing of
population planning since the mid-1970s. In addition to its support of
the GOP's larger population program, the Mission has also supported the
GOP's Social Marketing of Contraceptives Program. The idea was that
through the use of standard advertising techniques and existing retail
networks, the social goal (i.e., the benefits of family planning) would
be marketed to the population. Two design teams were engaged by AID/
Pakistan. After a prolonged project design exercise a Project
Agreement was finally signed with the GOP in March 1984. W. Woodward
Pakistan (Pvt.) Ltd. (distributors of the popular gripe water in
Pakistan) were selected as the implementing firm and signed a contract
with the GOP in December 1985, AID/Pakistan contracted with the US
firm, Population Services International (PSI), to be their resident
advisor as they hacd extensive experience with a similar (successful)
program in Bangladesh, while the GOP contracted with the NDFC as their
advisors. Woodward then proceeded to hire advertising and market
research firms on sub-contract basis. The condom, called "Sathi," was
test-marketed between October--December 1986 in Sargodha (Punjab) and
Tharparker (Sind), and then launched nationally in January 1987, By
March 1987, the national launch was completed.

The program works as follows: AID/W provides the condoms (through
their standard central procurement procedure) with AID/Pakistan's
funds; they are bulk-shipped to Karachi, where they are cleared and
stored in a rented government warehouse (the one being built by AID/
Pakistan is still under construction). Of the $20 million budget for
the SMC Project, 60 percent ($12 million) is budgeted for
contraceptives, which are given to Woodward fres of charge. Thirty
percent ($6 million) is for Woodward to cover its costs for marketing,
packaging, advertising, etc. Woodward packages the condoms, sells them
to their distributors, who sell them to wholesalers and/or shopkeepers,
who then market them to the public frv Rs. 1 for a packet of 4 condoms.
Woodward is paid a commission accord ng to how much product they move.
A small part (.04 percent) of the sales is deposited into a special
account of the GOP's Population Welfare Division (not into the GOP
treasury), and has been reserved to be utilized for operating the SMC
project in the future as mutually agreed by the GOP and AID/Pakistan.

In its relatively brief life, the social marketing network now
covers 40,000 retail outlets throughout the country, mostly in urban
areas, thereby providing large numbers of a safe, high-quality, low-
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cost product to a wide spectrum of consumers in Pakistan. The program
has been handicapped so far because the GOP has not yet agreed to allow
the product to be advertised in the mass media. Despite this, people
involved in the program at the Mission feel that Woodward has been
creative--ond successful--in getting the message out thus far. An
impressive 30-second promotional film is being shown in cinema halls,
in which a father is featured nurturing his child. Pictures from the
film have been used in calendars and other promotional materials. As a
part of its public sector activities, the GOP has allowed commercials
promoting family spacing to be aired on television as of early 1988,
and SMC hopes it will soon be able to follow suit.

It is anticipated that oral pills will be introduced into the SMC
program by early 1989, though many more procedures (e.g., clearing them
through the Drugs Act) will have to be followed before this is
possible,

AID/Pakistan can take credit for certain successes of the GOP's
population efforts in the 1982-87 period:

-- It supplied the necessary contraceptives, which virtually
enabled the program's existence;

-- It enabled the establishment of NIPS;

-- It facilitated the expansion and improvement of the NGO
Coordinating Council's operations, and the increased NGO
involvement in the program; and

.- It supported Pakistan's pioneering Social Marketing
of Contraceptives effort.

When the two buildings under construction (the central warehouse
and the NRIFC) are completed, there will be a visible reminder of its
contributions as well.

The major problem encountered during this period was that the GOP
institutions were not sufficiently built up to absorb the assistance
AID was prepared to give, and their establishment took longer than
people expected. For example, construction of the NRIFC building, for
which AID/Pakistan ended up providing additional funding, was only
recently commenced. In addition, AID/Pakistan was hampered by a low
response from US research institutions to provide long-term technical
assistance. There are few major accomplishments in the training
component as well, which can be attributed to one particular problem:
unlike other government departments, the GOP's Population Division
(within the Ministry of Planning and Development) has been divided into
nearly thirty separate projects, each needing a separate PC-1,
including separate budgets. Therefore, they are allowed little
flexibility and become bogged down bureaucratically. AID/Pakistan has
consequently been frustrated in its attempts to implement a
comprehensive training program due to strict adherence to PC-1
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documents. At one point in 1986, the PWD attempted to get a separate
exemption from the PC-1 coverage, but the Planning Division within the
Ministry did not give permission for this.

It is too early to say what lessons can be learned from the SMC
program, as it has only been in place a year. One point that should be
made is that it may become a prototype for other ventures which would
be run by private sector companies. The concept of allowing the
private firm to make operational decisions "sounds right" thus far as
it appears to give the program a needed flexibility. In additionm,
instead of creating a new company to market the condoms (as was done in
Bangladesh), the private company is one which was already established
in Pakistan, and was seeking to expand its product line. Finally, the
GOP seems to have made the wise decision to go ahead with integrating
the program into people's daily activities--buying the condoms at a
local shop--rather than having to go to a clinic for them.

The current GOP program is showing mixed results. Planned federal
and provincial population councils, to be chaired by the Prime Minister
and Provincial Chief Ministers, have not yet convened. AID/Pakistan
has let its opinions be known that although official population
policies appear appropriate, such vigorous and visible political
leadership are essential. A sustained and organized communications
campaign is also badly needed. In addition, although the GOP has been
saying that the Health Department will soon participate in the delivery
of population planning services--a move which AID/Pakistan supports--
this has still not occurred. Positive developments include the
involvement of NGOs and the private sector, particularly the USAID-
supported Social Marketing of Contraceptives program initiative.

The current growth rate is officially recognized to be about 3
percent and the population in 1988 is estimated to be over 100 million.
If the current growth rate remains constant, the population will be
over 148 million by the year 2000. However, if the growth rate
daclines gradually to about 2.46 percent by then, the present goal--
w#hich looks problematic at this time--the population in the year 2000
may be only 139.4 million instead.

c. Human resources development

In addition to its social sector projects, the 1982-87
program addressed social development issues through two major
cross-cutting initiatives:

-- TIraining: to train individuals involved in the various
bilateral projects in a variety of in-country, U.S.A., and
third-country programs on short-term and long-term basis; and

~- Women in development (WID): to foster the incorporation of

women into the larger development process in the country as
both agents and beneficiaries of change.
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Every project in the basic country program was to take each of the
issues into consideration, whenever possible, in its design and
implementation. On the whole, these initiatives have been fairly
successful, and are being actively incorporated into the 1988-1993
country program.

(1) ZTraining

The Training Program, coordinated by the Human
Resources Development (HRD) office, is responsible for nearly all forms
of training which takes place in USAID's program. A training component
is included in all activity areas of the program; there are virtually
no long-term benefits to putting in new irrigation lines, introducing
new varieties of seeds for crops, or building roads into new areas if
the people responsible for these developments are unable to design
better ones and maintain those that exist. In addition, the
Development Support Training Project (DSTP) was used to support a
number of other initiatives such as institutional strengthening and
support for the Lahore University of Management Sciences, the
Government of Punjab's Social Welfare Training Institute, and the new
National Assembly Library in Islamabad.

While DSTP was conceived as a new project, training had been part
of USAID activities in Pakistan since 1952. Also AID had supported the
establishment of local public and private sector training institutions.
DSTP was established to meet the need to improve Pakistan's ability to
identify, design, manage and implement development projects. DSTP's
purpose is to support improvements in public and private sector
management, adwuiuistration and finance in addition to facilitating the
technical training which results from other project activities. It was
to provide the necessary resources needed to lay the groundwork for
timely and effective implementation of the entire country assistance
program.

(a) DSTP

Although it did not start this way, DSTP has
become an umbrella type project for the management of training for the
entire USAID program. DSTP directly supports other USAID projects by:

o Providing management training and technical training for
field and middle level officers responsible for the planning,
design and implementation of development projects;

o Providing training opportunities for high level officials who
make decisions regarding the authorization and funding of
development projects;

o Providing placement and support services for participants
sent to the US and third countries;
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Strengthening the in-country English language instruction
program;

Strengthening existing management training institutions; and
Institutionalizing a system whereby management training is

undertaken in response to identified needs and the
nomination/selection process is streamlined.

The original DSTP proposal had provisions for four contractors, as
AID/Pakistan recognized that the scope of DSTP was so large that they
would be unable to do all the various tasks with direct-hire personnel.
The following were selected:

o The prime contractor: The Academy for Educational
Development (AED) is responsible overseeing the three sub-
contractors, as well as the bulk of in-country management
training, including training of public service officials in
the Punjab Small Industries Corporation.

o The sub-contractors:

-- Experiment in International Living: Originally joined
with AED, and were involved in English language training
and placements. When participant training became
paramount, so did their placement tasks.

-- Arthur D, Little (Cambridge): Involved in private
sector development by providing technical assistance for
training institutes and in-country training programs.

-- Institute of Public Administration at Pennsylvania State
University: they also provided technical assistance for
private sector institutions, and certain areas within
the public sector. This subcontractor was dropped in
1986 because it was no longer needed.

Originally, only $10 million and Rs. 66 million was envisioned to
be budgeted to DSTP for 5 years. The project was focused on in-
country training, with only a small amount of overseas training for the
public and private sectors. However, nearly each project in USAID's
program includes a large training element. Based on an extensive needs
analysis survey, DSTP was modified with a new budget set at $40
million for the entire 1982-87 program period. (The new 1988-93
program has allocated DSTP $100 million, of which $25 million is
projected for 1988.) HRD was given responsibility to manage DSTP in
the Spring of 1982.

DSTP essentially consists of three component parts: management
training; overseas participant training (and related services); and in-
country English-language training. The three component parts of DSTP
require separate attention:
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(i) Management training:

DSTP funded, along with other donors, nine institu-
tions--which had earlier been established with US assistance--to
facilitate the GOP's own civil service training:

o National Institutes for Public Administration
(NIPAs, orie in each province);

o Pakistan Institute of Management (one each in
Karachi and Lahore);

o Lahore Staff College

o Pakistan Academy for Rural Development (in Peshawar;
linked to USC); and

o National Centre for Rural Development: established
outside of Establishment Division's arena (the
Establishment Division, which is not housed in any
Ministry of the GOP, is responsible for all the
training institutions).

The DSTP management training group works with the institutions on
a long-term basis to introduce new courses, upgrade materials, and to
provide consultants to oversee teachers' efforts within the
institutions. Outside of the institutions, the management training
group conducts programs to train trainers. For example, they run
programs to train women within women's programs, in association with
women's organizations. They train managers and technicians who work in
line agencies throughout the country, focusing on younger people and
middle-level managers. In 1987, DSTP ran about 30 programs, which
increased to 54 in 1988. About 2,500 persons have benefitted from
formal in-country management training in both the public and private
sector in the 1982-87 program period.

(1i) Participant training

This cuts across all the projects of the Mission.
DSTP is responsible for all placements into short and long term
training and education programs abroad. It is the most expensive
component in the project and is driven by an expansive annual
particpant training plan, negotiated with the GOP, and based on
training elements within each of the Mission-funded training elements.
This includes 700 training slots each year in management and
administration for both training public and private sector
participants. There are two types of courses:

(a) Technical courses: usually 6-9 months non-
degree, short-term courses; which may or may not award a certificate,
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Most are held in the summer months. Half of the short-term courses are
in agriculture.

(b) Academic courses: for one year or longer.
These generally lead to a degree and are long-term.

In 1986, DSTP established the Private Sector Training Program
(PSTP). DSTP set up an advertisement process in the five major English
language dailies to promote the program to interested persons, focus.ng
especially on the development of entrepreneurs in family-owned
businesses. One factor which prompted the establishment of the PSTP
within DSTP was that the existing public sector program was not
nominating women: the covenant between USAID and the GOP called for
ten percent of the trainees to be women, but the GOP said there
weren't enough qualified women candidates. This program (discussed in
the WID section of this report) facilitated the incorporation of womwn
for training abroad. The PSTP is now the most rapidly growing portion
of the portfolio.

The potential for the participant training program to have a
substantial effect on the social fabric of the country can be seen in a
component part of the Baluchistan Area Development Project. This has
established a training program for young, poor Baluchis from Makran.
About 50 men are just finishing the language training portion and are
about to enter scientific training in various American universities.
The Government of Baluchistan has requested USAID to expand this
participant program; USAID intends to offer training for 100-150
Baluchis in the US over the next three to four years.

The following chart shows the total number of people who have been
processed for participant training in all projects during the 1982-1987
period:

1983 1984 1985 1986 1987 Total

|
|

Total 47 123 403 733 1469 2775
Short-term 9 96 312 555 1194 2166
Long -term 38 27 91 178 275 609

The following chart shows the total number of particip. nts
processed for study abroad in projects other than DSTP:
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Participants Processed for Study Abroad (Excluding DSTP)
1983-87

1983 1984 1985 1986 1987 Total

On Farm Water Management: -- 14 49 30 16 109
(391-0413)
Irrigation System Management .- 6 20 60 229 315
(391-0467)
Population Welfare Planning -- 2 1 4 10 17
(391-0469)
Tribal Areas Development -- 1 2 -- 11 14
(391-0471)
Malaria Control II 2 -- 10 16 33 61
(391-0472)
Rural Elzctrification 2 -- 40 110 81 133
(391-0473)
Primary Health Care -- 7 3 1 10 21
(391-0475)
Energy Planning & Development - - 7 32 27 66
(391-0478)
Baluchistan Area Development “s - -- -- 3 3
(391-0479)
Forestry Planning & Development - -« -~ 18 25 43
(391-0481)
TIPAN .- == 26 23 34 83
(391-0488)
Management of Agricultural
Research & Technology - =~ 27 14 146 187
(391-0489)
Food Security Management -- - 13 14 90 117
(391-0491)
TOTAL 4 30 198 322 715 1,169
120
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Figure 1, "Participant Training, 1983-1987" depicts the relative
weight given to short-term and long-term training within the overall
country program.

(1ii) English Language Training

The English language training component prepares
candidates for overseas training to be able to effectively study abroad
at the university level in English. A sense of where the language need
was--and to pinpoint that need-evolved out of the experimental
progranms.

The Academy for Educational Development (AFD) began to teach
English language classes through pilot programs in NWFP and
Baluchistan. An English course was also set up at the Natiomal
Agricultural Center in Islamabad.

By 1985, international donors were meeting periodically to
discuss the possibility of establishing an English language center.
USAID officials had met with the University Grants Commission and
informally offered to fund the center. However, by the end of the
year, HRD decided to start its own English language center, which

opened in January 1986 as the Center for Intensive English Language
Study (CIELS).

It should be noted that the English Language Training Programs
were established at a time when the GOP had actively begun to promote
its "Urdu Language Policy".

Participants at the Cer.ter are chosen by the various project
managers within USAID. Through their own networks, they identify
candidates for study abroad. Once a candidate is identified, AED gets
a reading of the candidate's level of English proficiency. Candidates
who score over 500 and intend to study for a Master's degree, are
urged to study English on their own. If the score is below that, they
are nominated to study English at CIFLS. CIELS runs year-round 8-
week modules, with usually 60 students per module.

(b) Successes:

The DSTP participant training program has been
a success, overall. Participants are able to get necessary management
and technical skills studying in the American environment. Because
recruitment of women had been low, DSTP established a private sector-
oriented program to rectify the low figures for female participants.
Complementing the participant training program, the progress made thus
far by CIELS is commendable.

The successes with in-country management training cannot be as
obvious or as measurable as English Language Training, as it deals
with trying to change human behavior and learning methodology, both of
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which are very difficult to do. However, the program is expanding and
receiving positive feedback. AED feels it is now more aware of the
problems and understands the local situation better. It sees the fifth
year of the program as especially encouraging since there are 54
different programs in operation, and ideas for more in the future.

(c) Problem Areas:

An important problem in the participant
training program lies in the fact that, up to this point, it is really
a process, not a project. People are processed through a system which
finally sends them abroad to study or become trained. While it is
difficult to get good people who meet realistic qualifications chosen
at the field level, an even greater task is to get them through the
entire selection process, over which DSTP has little control. This
issue has been a subject of policy dialogue with the GOP's Economic
Affairs Division, to get them to facilitate the latter part of the
process. The GOP misses a large number of USAID-funded training
opportunities because of its complex and lengthy processing procedures.
Another reason is that the GOP has been hesitant about developing a
training needs analysis for top officials, despite many meetings at
USAID at which this topic has been discussed. In some instances, at
the provincial level, nearly 50 clearances are required before the
necessary papers reach HRD.

Another problem stems from the fact that this is now a very large
participant training program within USAID, with an enormous scope. The
volume of potential candidates coming out of the pipeline has increased
incrementally: it is going from a few hundred per year to a few
thousand per year from 1990 onwards. The volume is in short-term
training, which is 3/5 of the program. It becomes difficult to
administer such a rapidly expanding program given existing personnel
resources,

(d) Conclusions:

USAID has come very far in its thinking about
management training. While ample opportunities remain for qualified
candidates to study abroad, there is more emphasis on short-term in-
country training. An area into which DSTP is attempting to expand, is
support of PVOs and other private organizations. They are bringing in
outside professionals to run, at least thus far, 3-day cr week-long
training seminars for managers.

In the English-language training program, DSTP may have tried to
do too much too soon with dispersed resources in the first half of the
project period. The initial attempt was not well-focussed and poorly
timed. The more limited CIELS program now seems to be serving the
Mission's goals well.

The HRD Program for 1982-1987 may have served to encourage both
USAID and the GOP to focus more of its own attention and resources of
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Pakistan's Educational needs. The Mission and the GOP are now
designing an education project for 1988-1993, recognizing that the
ultimate benefit of a development assistance program could only be
derived from a better educated populace. In the new program, HRD
consists of DSTP as well as two new projects: Primary Education, and
the higher education Institutional Excellence. With the latter new
projects, the Mission will expand its training emphasis into the very
needed areas of education.

(2) Women in Development - A_cross-cutting issue

(a) Background and Congressional Mandate

The incorporation of women into the development
process enabling them to become both agents and beneficiaries of change
is a challenge confronting developing states throughout the world, and
particularly in Asia. The United Nations, in declaring 1975-1985 as
the Decade for Women, underscored the necessity of incorporating women
‘nto development planning and the futility of development efforts which
do not do so.

Section 113 of the US Foreign Assistance Act (Percy Amendment) of
1973 requires that traditional US bilateral development assistance
programs, specifically those hased in Sections 103-107, "be
administered so as to give particular attention to those programs, .
projects and activities which tend to integrate women into the national
economies of foreign countries, thus improving their status and
assisting the total development effort.' Subsequent AID policy
declarations further reinf:rced this mardate.

However, the program in Pakistan is not . %-aditional one; .ather,
it is a security assistance program--to promots economic and/for
political stability--which is derived from Section 531. Only "tn the
maximum extent feasible" will assistance be provided "consistent with
the policy directions, purpuses and programs of part I of this Act."
In effect, the policy directive mandating the incorporation of women
into larger country strategies did not necessarily apply to the new
Economic Support Fund (ESF) program introduced in Pakistan in 1982.

Prior to the 1980s, little attention had been paid in Pakistan to
the issue of incorporating women into the larger development process.
Within the country (i.e., separate from USAID activities), attempts at
alleviating the marginalization of women in the larger socioeconomic
infrastructure in Pakistan were in the sphere of social welfare which,
while contributions in and of themselves, did not move beyond treating
the symptoms of the problem, rather than addressing the social causes.
Of significance in 1979, partially in response to the United Nations'
Decade for Women and also to other internal factors, the GOP
established the Women's Division, at the level of the Cabinet
Secretariat, to be responsible for focusing attention on the unique
situation and needs of Pakistan's women.
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The USAID Asia Bureau formally outlined its WID strategy on 13
April 1984 (STATE 108939). 1In brief, it encouraged more attentici to
the role of women in project design, implementation and evaluation;
proposed a target percentage of 25 percent of participants on trainee
programs to be women; suggested a pattern for Mission WID
represeuntation to consist of a trained local national as more or less
a full time WID officer, and a USDH officer to devote some »~f his or
her activities to WID; and offered some assistance to Missions.
Training was seen as meriting particular attention, not only because of
the ease of identifying the immediate beneficiaries, but also because
few programs offer a speedier means ~f moving women into leadership
positions. At 17 percent, the Asia Bureau lagged behind all other
areas in percentage of female trainees in 1983; at 8 percent.

Pakistan's average was the second lowest in Asia, after Nepal.
The following chart has been included for historical and comparative
perspective, particularly to show where Pakistan stood in relation to
training women vis a vis other USAID Missions at more or less the start
of the 1982-1987 AID program:

PERCENT OF FEMALE PARTICIPANTS IN TRAINING ACTIVITIES

|

|

FY 1980 FY 1981 FY 1982 FY 1983|

|Worldwide total 16 16 18 21 |
|Africa total 15 16 18 20 |
|NE total 13 12 15 18 |
|LAC total 21 22 23 29 |
|Asia total 15 15 15 17 4
| Bangladesh 8 11 14 15 |
] Burma 38 27 7 13 |
| India 4 2 a1 12 |
| Indcnesia 8 10 10 18 |
| Nepal 8 8 7 5 |
| Pakistan 5 2 5 8 |
| Philippines 35 37 37 34 |
| Sri Lanka 20 13 15 15 |

l Thailand 16 25 25 21 I

USAID Missions in Asia were urged to maximize the use of in-
country and/or private sector training in countries where there is
resistance to letting women go abroad for training (such as appears to
be the case in Pakistan), and advised that appropriate lodging
facilities for women be available wherever in-country training is
given,

In sum, the Asia Bureau felt the most rewarding strategic

approach was to maximize and document the targeting of women in project
design and approval. The basic thrust involved integrating women into

125



the mainstream of mission and bureau programmiing--the "big ticket"
items.

Small-scale, peripheral, discrete "women's projects," with PVOs or
otherwise, were not discouraged, but the Bureau noted that "it should
be clear that such activities do not constitute a sufficient response
to WID policy, the major emphasis of which is on the basic, regular
portfolio" and that to ignore the subject substantively was not an
appropriate response. The reflection of WID concerns in project
design "is as much a question of will and analysis as anything else."

At the same time, AID/W recognized that cultural and political
environments would vary among countries, affecting to varying degrees
implementation of announced policy goals. In the case of Pakistan the
late 1970s and early 1980s were marked by official support for the
"Islamization" process, which in turn gave impetus to a growing
"Women's movement". (see Khawar Mumtaz and Farida Shaheed, Women of
Pakistan, Lahore: Vanguard, 1987 and Anita Weiss (Ed.) Islamic
Reassertion in Pakistan: The Application of Islamic Laws in a Modern
State, Syracuse University Press, 1986.) 1In any case, the
socio-economic position of Pakistan women lagged far behind that of
many of their Asian neighbors (see Nasra M. Shah, ed., Pakistan Women:
A Socio-economic_and Demographic Profile, Pakistan Institute of

Development Economics, Islamabad, 1986).

The resumption of USAID assistance in 1982 did not, however, lead
to an immediate incorporation of women into the original design of the
various new projects. The GOP/AID agreement for the resumed assistance
package did not address WID or NGO assistance in the areas which were
identified for cooperation; other concerns were given higher priority,
reflecting pressures to put an ESF program in place and deal directly
with balance of payments pressure., The initial Mission position was
indicated in USAID Notice No. PAK-1580, dated 26 April 1984, which
stated that considerations of management, staffing, funding
availability and "responsiveness to the priorities of the GOP"
virtually precluded the inclusion of specific WID projects or grants
within the program. In addition, the Mission itself needed to make a
close analysis of what could be effective: was it realistic to assume
that women's concerns could be mainstreamed into the larger country
programs, could greater gains be made by focussing on particular WID
activities, or was this, first and foremost, a policy issue to be
addressed with the GOP? Following the Asia Bureau's WID strategy of
taking women into account in the basic country portfolio, three areas
within the six year ESF program where particular WID emphasis would be
appropriate were at least identified: participant training,
population, and evaluation.

(b) ssion response - 81- 4
Tangible activities were undertaken in the

Population Welfare Planning Project and under the Development Support
Training Project. The Mission assessment was that emphasizing
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"peripheral areas" (e.g., WID, NGOs, HIG, PRE), considered
slow-disbursing, would tax staff and other resources at a critical time
when the program was in its early stages of design and implementation.
Again, the Mission was in Pakistan under a political imperative and
senior officials felt it could not initially address the interests of
what they perceived as a special constituency.

The Mission did have suggestions for WID-related activities in
which it could become involved. For example, an early centrally-funded
study on the impact of watercourse improvements on women was conducted
by Asma Khalid in 1981. It encouraged setting up projects for rural
women along the lines of the FAO's poultry development project, as well
as building up ties with the GOP's newly established Women's Division.
Four years later, a similar centrally-funded study was conducted by
Samina Khan and Carolyn Ater in the Punjab. However, these studies did
not figure directly into the Mission's programs in irrigation or
agriculture,

In 1983, the Mission commissioned Barbara Metcalf to conduct a
study entitled "An Assessment of Programs and Needs in the Field of
Women in Development, Especially in Regard to Education and Training,"
which looked at possibilities for starting up a female-oriented
education program and the probable reaction within Pakistan. It argued
that there is an "enormous controversy over what is prescriptive or
normative in Islam in regards to women in Pakistan today," and there
are many contradictory views on what women do and wliat potential exists
for their greater participation as agents of change. In particular,
Dr. Metcalf emphasized that "the education of girls and women in this
country is the most pressing Islamic duty towards which this government
should direct itself...an excellent case can and should be made that in
female education the demands of Islam and development converge."

The Metcalf study recommended two areas for further exploration
with a view toward possible projects:

(i) Post-literacy skill training

Directed towards neo-literates and other literate
women, it would reinforce literacy and create income generating skills.
It was noted that while most training programs in place in the country
emphasized traditional skills such as sewing, there were some efforts
underway to teach other skills, such as under agriculture, in which
there was a successful project in training female field assistants in
livestock in the Punjab, and forestry, where sericulture projects were
being introduced in several areas,

The ILO, on a very small scale, was becoming involved in such a
project in Pakistan, and USAID considered cooperating in this effort
which was already supported by Swedish and Dutch WID programs that
target rural women. AID/Pakistan, through the Special Development Fund
(SDF) may ultimately have a vehicle to assist in NGO-based undertakings
of this kind.
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(ii) Primary Education for Girls

As only one-fourth of primary aged girls in
Pakistan enroll in school, and the proportion of these who drop out
before effective literacy is overwhelmingly high, there are important
contributiens to be made in Pakistan's overall social sector
development by emphasizing this area. This is an area which has been
given serious consideration by the Mission, and is being incorporated
into the new six year program (1988-1993).

Dr. Metcalf, in her final statement, urged AID/Pakistan to consult
with the Program Section of the GOP's Women's Division as it operates
to produce programs, channel money, and evaluate and monitor all issues
related to women throughout the society.

Mission personnel did engage in extensive consultations with
officials at the Women's Division in this and other contexts. The
decision was made that given the Women's Division potential funding
sources from other international donors as well as its limited
political/bureaucratic base and absorptive capacity, AID/Pakistan
would explore other mechanisms to support WID initiatives. The need
for an alternative approach later took form as the policy-driven SDF
which would be oriented towards NGO--and hence WID--activities.

The targer priorities of the Mission in Pakistan--namely fast
disbursing commodity assistance for balance of payments purposes,
agriculture and energy--were viewed by most officials (AID/W and
USAID) in the first half of the program as being of such overwhelming
importance that time and resources would just not warrant division of
attention to areas such as WID. Accordingly, there was no mention of
WID issues in the FY 1986 Country Development Strategy Statement
written in January 1984. This general perspective was shared by the
many GOP officials with whom the Mission was in contact. It must be
recalled that "women's issues" were channeled into the new Women's
Division, and were ncz incorporated into the Finance Ministry, Planning
Ministry, etc. This ic a situation which has plagued the incorporation
of women into development the world over: seeing their needs and
contributions as separate from those of the larger society.

(c) TIhe Mission Response - 1985-1987

A major shift in Mission orientation occurred in
nf1:-1985. WID project and policy concerns became a more significant
lssue within the Mission and in the Mission's policy dialogues with the
GOP. A WID committee within the Mission was formed so as to create an
adrrocacy center for WID concerns. In addition, a senior staff member
was designated project officer for NGO activities with an inherent WID
ficus, The Mission Director issued a memorandum to all project
oificers and personnel on 25 March 1986--which was reissued one year
later--urging they explore WID initiatives in projects as the Mission
"is fully committed to examine and pursue opportunities for improving
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the situation of and prospects for women in Pakistan." From now on,
Senior staff meetings as well as Project Implementation Reviews (PIRs)
were to address WID issues. While this orientation shift could have
little impact on project components already on the ground, it did have
an effect on transforming the perspective within the Mission for future
project portfolio actions and policy directions.

Five WiD-related activities were undertaken in 1986 to identify
the kinds of things Mission personnel should be thinking about at both
design and implementation stages as well as in policy discussions with

the GOP.

o

In brief, they were:

ICRW Report, March 1986: This was the first undertaking
supported by the Mission in its attempt to seriously address
the WID issue. A centrally-funded team from the
International Center for Research on Women conducted a broad
portfolio review in which it sought opportunities available
for improving women's productivity, economic opportunities
and contributions to project success in the three major areas
of agriculture, energy and training. It specified (a) data
collection activities, (b) the emphasis on women as training
candidates, and (c¢) inclusion of community level components
or sub-projects as areas in which opportunities for reaching
women through on-going AID projects could be availed. The
effort helped further sensitize the Mission to WID concerns
and indirectly stimulated thinking on the need for an NGO WID
project--ultimately SDF.

Suzanne Staples Report, May 1986: From visiting projects in

rural areas and "katchi abadis" (urban squatter slums) in
Karachi and Lahore which were aimed mainly at training women
for income generation, the study identifies projects that AID
might want to support. The general focus was on the
Government of Punjab's Women's Department of the Ministry of
Social Welfare, in which six potential projects were
identified (upgrading the Social Welfare Institute in Lahore;
upgrading district industrial homes; building up women's
crafts emporia along the lines of the Indian handicrafts
business; marketing and sales promotion; a monitoring cell
for women's projects; and establishment of 100 rural
community development projects at the union council level).
The study also recommended AID become involved in private
projects for women as well (e.g., computer programming
training, family welfare cooperatives, etc.). The report has
contributed to a probable donor-donee brokerage effort to
replicate selected initiative of the Government of Punjab's
program.

Le ort, August 1986: this was a commissioned report to
AID by a prominent feminist law firm of Lahore on the legal
status of women in Pakistan entitled "Dissemination of
Information on Women's Legal Rights,” due in August 1987. It
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was supported by the Project Design and Implementation Fund
(PDIF) with the expectation that a project on women's rights
might result from the study. A second contract was signed
with the law firm in January 1988 to follow up on this and
seeks to create two outputs: a research document, available
1 "imarily for donors, documenting the history and status of
women's activities in the country; and an action document to
assist indigenous NGOs in developing and imp.ementing
WID-oriented packages.

0 ICRW (TADP) Report, November 1986: conducted in the Peshawar

area, it made suggestions for incorporating a WID income
generation component into the Tribal Areas Development
Project. 1In addition, these two individuals from the ICRW
field surveyed a number of WID-related NGOs throughout
Pakistan in support of the Special Development Fund's project
paper, then under preparation.

o Gender Resource Awareness in National Development (GRAND):

This centrally-funded and Mission-assisted activity aimed at
elevating WID-related concerns to a more prominent position
in the national planning process was initiated in 1986. The
study ultimately involved four short visits and the
installation of a computer and support facilities in the
Women's Division. Jordan and Pakistan were selected by
PPC/WID as the pilot projects for GRAND. A number of
computer presentations of the model were subsequently given
to leading donors and GOP officials. Despite its early
promise and Mission efforts to support the exercise, GRAND
was never institutionalized within the Women's Division and
did not succeed in developing an effective model for
Pakistan. However, an outcome was the installation of a
computer in the Research Wing of the Women's Division.
AID/Pakistan is funding a one-year contract with a commercial
firm to provide repairs, operations, maintenance and training
services; Mission personnel are concerned about the ability
of the Women's Division to maintain it thereafter.

While no one project, per se, has yet resulted from the above
activities, the body of knowledge which was colleci~d contributed both
to the incorporation of WID-related components in some of the Mission's
projects as well as the self-standing SDF project. Many on-the-ground
projects have not incorporated a WID-related activity either because of
the conception of the role of women in Pakistan, other priorities or
staffing limitations. There remain culturally stereotyped perceptions
that certain activities are not appropriate for women, and there often
are social objections to the greater incorporation of women in ongoing
projects. But, as Suzanne Staples documented in her discussions with
Punjabl villagers in her report, local villagers said: "We are very
poor. None of us would object to improving the lives of our families.
Whether more money comes through women or through the men makes no
difference to us."
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(d) Mission project components with a WID focus

While some projects in the country portfolio do
include WID components, the Mission currently has no projects aimed
exclusively at women or girls. The vast majority of these components
have been in the training field, followed by health and family
planning, and then specific activities in other projects. The SDF,
when implemented, would go far in rectifying this omission. 1In
addition, the proposed Primary Education Project now under design would
significantly address the problem of female education, especially in
rural areas.

The Development Support Training Project (DSTP) made the largest
effort to include women, allocating 1/5 of its $25 million budget to a
WID component aimed at involving women in training programs that in the
past have been utilized almost exclusively by men. The number of
women who have participated during the 1982-87 program, both in the
DSTP as well as in other AID/Pakistan-funded training programs abroad
are as follows:

1983 1984 1985 1986 1987
DSTP  ........... booonaa, 9........ 25...... 67...... 72
Other projects e e N 200000 2...... 10

In 1987, the Mission selected che WID section of the Private
Sector Scholarship Program (PSSP) as their "WID success story."” The
program requested from sustained Mission effort and dialogue with the
GOP after AID/Pakistan personnel recognized the limited successes of
getting women to participate in their traditional training program.
Women selected for training come from a variety of fields in the
private sector (e.g., banks, pharmaceuticals, marketing firms and
educational institutions) as well as those who own and manage small-to-
medium sized businesses (e.g., boutique owners, garment and toy
manufacturers, architects) for long-term degree programs and short-term
non-degree programs in t'e US and third countries. In-country
workshops have also b~~~ initiated to reach a larger number of the
target group, empharc « women in mid-level managerial positions and
entrepreneurs. T+ 5P processed 72 women participants for training
in the US dur .nr 45 .d FY 86; as of 11 March 1988, selection of 72
women for F" 37 ted .ominees was nearing completion.

This program has clearly been a success with the targeted women
who acknowledge that even short programs of 6-8 weeks have enhanced
specific skills which resulted in the growth of their businesses.
However (a) the numbers of participants remain modest in comparison
with the total number of trainees funded by the Mission; and (b) the
program only is oriented towards the better educated well-to-do segment
of the population.

The Primary Health Care Project has made recruitment of females a
priority. There has been a 25 percent increase in the number of female
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health technicians, who now comprise over 45 percent of the 459
students being trained by early 1988; 22 percent of the graduates of
the 18-month training course have been women. All of the thirteen
Health Technician Training schools constructed or designed during the
period include provisions for female hostels.

The Population Welfare Planning Project, needless to say,
includes a WID component in all its activities. Special support has
been given to promote female participation through NGO activities: 5
women from various NGOs have been trained in the US in areas of
program development and management. Two hundred and thirty-eight
female NGO staff, volunteers and community health workers have received
training in-country in areas of project development and management,
contraceptives technology, and motivation and counseling for family
planning. Through USAID's assistance to the NGO Coordinating Council
(NGOCC), the project has assisted women-based NGOs in developing and
establishing family planning service delivery projects. In retrospect,
support to the NGOCC was an important initiative which helped "pave
the way" for Mission efforts to offer more support to NGOs in other
areas.

Nationwide household surveys conducted under the Food Security
Management Project, by including a series of women-specific questionms,
are providing new information about the role of women in Pakistan's
economy. Other surveys and research designed to integrate women's
concerns into broader nationwide project activities are being conducted
through the Forestry Planning and Development Project, the aim of which
is to involve women in tree farming: and the Energy Planning and
Development Project, where the emphasis is on promoting inexpensive but
energy-efficient nontraditional fuel sources such as coal briquettes;
and the Management of Agriculture Research and Technology project,
aimed at improving agricultural research throughout Pakistan. The
Forestry project also includes a segment in its sociological baseline
study which examines the role of women in fuel wood collection,
marketing and use. The Energy project also sponsored a series of
conservation seminars aimed especially at women to encourage greater
fuel efficiency in the home.

Historically women in Pakistan have frequently been excluded from
professional and educational opportunities for lack of adequate hostels
and other facilities. In recognition of this cultural constraint, a
major institution-building project at the Agricultural University in
Peshawar under the Transformation and Integration of Provincial
Agricultural Network Project is including special facilities for women,
including a hostel. Appointment of a Dean of Women to the Agricultural
University is initially funded by the project as well. A female hostel
is also under consideration for the Pakistan Forestry Institute in
Peshawar as a possible add-on to the Forestry project in the 1988-93
program. In addition, AID/Pakistan has presented a proposal to the GOP
supporting the Female Welfare Cooperative Society of Lahore's request
for a female hostel.
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A "Women's Non-formal Education Component" was developed as part
of the NWF Area Development Project (NWFADP). It has been in
implementation about 20 months, and is slowly but steadily gaining the
support and active participation of the target group. The project has
established 24 training centers in the Gadoon-Amazai area which train
and educate women in health, nutrition, basic literacy, and income
generation skills. These low-budget training centers are usually
located in two rented rooms in a central location, so that the women
can easily get to them. Two women in the Gadoon Project Coordinating
unit administer the centers, hire a female teacher for each one, who
then hires her own female assistant. One room is used for the training
center; the second is used as the teacher's living area. The project
is considered of great importance to the NWFADP, for in the process of
transforming the local economy away from poppy cultivation and into new
areas, the integration of women into the new economy is perceived as
critical to the overall project's success.

(e) Opportunities for other WID directed activities

While steps have been taken to integrate women into
the larger country program, there are further opportunities for
AID/Pakistan to address WID concerns. For one, the Mission should
develop a WID strategy paper; this has facilitated integrating WID
activities into USAID projects elsewhere. It would be useful to
institutionalize WID in the longer strategic planning of the Mission.

The change in both direction and policy dialogue with the GOP
which began in mid-1985 is part of an important process in which the
proposed Special Development Fund became the centerpiece of AID/
Pakistan's WID efforts. The Mission has recognized that neither it nor
the GOP can afford to play at the edges of women's needs in Pakistan
and that for a sustained and successful development process, women must
be incorporated into a larger programming framework. In effect, the
decision was made that the ability to fund NGOs directly leads to the
increased ability to support WID initiatives. Although not formally
approved by the GOP, much effort has been expended in building support
for the SDF, including discussions with the President, Prime Minister,
Minister of Planning and numerous Secretaries. Although the SDF could
not be implemented during the 1982-87 period, it appears likely that it
will become a part of the 1988-93 program. Increased support for NGOs
has been included in proposals for the GOP's Seventh Five-Year Plan.

Essentially, the SDF would fund a niw Takistan-based organization
(akin to a foundation approach) to suoport NGO activities. Each
contributing donor will be able to earmark the broad parameters for
which its funds will be used. The AID/Pakistan contribution of $30
million (untied to most USAID requirements through the cash transfer
mechanism) has been earmarked for strengthening NGOs and for support of
NGO/WID projects. A governing board made up of no less than 2/3
private sector notables--people with proven track records for
integrity and/or success in the NGO field--will have authority to make
grants of up to $600,000 without any further approval. The main policy
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issues at stake have been the GOP's hesitancy to commit substantial
resources to NGOs as development agents as well as to agree to the
channeling of funds from international donors to non-governmental

institutions, outside the standard GOP approval and budget process.

That AID/Pakistan had no vehicle outside the population area
through which it could support NGOs in Pakistan during the 1982-87
program significantly affected what it could do in the WID sphere as
well. This must be read in the context of an ESF assistance package
premised on 100 percent government-to-government support, a sensitive
socio-religious environment, a historic GOP reluctance to entrust
significant development funds to the private sector and occasional NGO
questions as to the appropriateness of their accepting USG funds--and
thereby WID--activities. If SDF is approved by the GOP AID/Pakistan
will be providing substantial support for WID initiatives through SDF.
To complement these efforts it may be time for the Mission to
re-evaluate its relationship with the Women's Division and consider
expanding its support of their programming efforts. To strengthen the
Mission's stance which it has taken with the GOP and other
international donors to take WID into account, AID/Pakistan should also
make a more concerted attempt to fully integrate WID into the entire
country project portfolio.

(f) Conclusions and lessons learned

The Women in Development effort did not receive as
much Mission attention during the early part of the six year period
under review as might have been hoped. Recognizing the political
urgency of establishing the program and gearing up to a satisfactory
operating level, and considering the cultural patterns in Pakistan,
this is not surprising.

In the later years, once the program had been designed and was
running, the Mission examined the WID issue and incorporated WID
components in a number of its projects, particularly in public health,
family planning and training. Seeking more effective means to address
the problems of women in Pakistan's development the Mission sought to
approach the problem through Pakistan's network of Non-Governmental
Organizations rather than through the GOP mechanism, There is some
indication that the GOP will accept some variant to the Mission's
proposed approach. If GOP agreement is forthcoming, the Mission will
initiate another innovative experiment to facilitate the incorporation
of Women into the development process.

E. a Dev me tiv
1.  Background
The proposed planning levels and composition of the 1982-1987

program, as negotiated in the summer of 1981, contemplated the
following area development activities:
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Baluchistan Area Development $30 million
Tribal Areas Development $15 million

The USAID FY 1982 program submission to Washington, prepared in
September 1981, contained a general description of the Tribal Areas
Development Project (391-0471), and the Mission's intention to support
the efforts of the Federally Administered Tribal Areas Development
Corporation (FATA-DC) to extend public services to meet basic
development needs of the seven tribal areas lying between Afghanistan
and the Northwest Frontier Province (NWFP).

The Staff Study of the Committee on Foreign Affairs, US House of
Representatives dated November 20, 1981, in critiquing the economic aid
package, stated, "Baluchistan and the NWFP, which also has received a
smaller share of development benefits than has the Punjab or Sind
provinces, are currently bearing a major sh-cc of the social burden and
a somewhat higher economic cost of the 2.3 mil.ion Afghan refugees in
the country. The US intention to provide specially targeted econcw’c
assistance for Baluchistan and NWFP thus has a sound justification.
Baluchistan, in particular, which has been the base of separatist
political movements, warrants additional targeting of other proposed
US assistance projects such as reforestation, energy development, and
water management".

Many of the Mission's projects, as described in the sector
portfolio analyses of this review, include activities and serve
institutions in NWFP and Baluchistan (but not the Tribal Areas). In
this section we will examine only those Mission projects that focus
specifically on these lagging areas. The relevant projects, which were
active during the 1982-1987 period, are:

Obligations 9/30/87
(§ Million) Expenditures
{$ Million)
Baluchistan Area Develop (391-0479) 45 5.7
Tribal Areas Development (391-0471) 22 5.0

NWFP Area Development (391-0485) 31 —_—91
~—.5 98 S 19.8

In addition, the Mission und rtook a project, Roads Resource
Management, in the last year of the 1982-1987 period to assist in
improving the capability of the GOP to plan, construct and maintain its
road network. This project will concentrate on the Sind Province. We
will also describe that project in this section.

Roads Resource Mgt. (391-0480) 7 0
Underlying the Mission’s efforts in area development is a
recognition that serious problems are posed to Pakistan's stability and

national integration efforts by "lagging areas”". Pakistan has already
experienced the separation of one of its lagging areas (East Pakistan,
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now Bangladesh). Other separatist movements (Pukhtunistan) continue to
agitate. A strong case can be made for the provision of visible
evidence to inhabitants of these areas that benefits are accruing to
them.

2. Program components

a, Baluchistan Area Development (BALAD)

The BALAD Project Paper indicates that the Mission
intended to "...support the GOP's efforts to integrate the Makran
Division of Baluchistan Province into the socio-economic mainstream of
Pakistan, and to improve the quality of life for people who live
there." Makran is identified as the area of Baluchistan that is most
neglected in terms of development investment. It is the southernmost
political unit of Baluchistan and it borders on Iran and the Arabian
sea.

The Sixth Five Year Plan (1983-1988) included a special chapter on
Baluchistan stating that "efforts would be made to redress past neglect
and draw Baluchistan into the mainstream of the national economy."
Under a formula used to allocate funding to provinces, Raluchistan and
the NWFP each receive 5 percent of the total Federal Annual Development
Plan (ADP) budget; the remaining 90 percent is divided among all four
provinces on the basis of population. In the early 1980s, the GOP also
developed Special Development Plans for Baluchistan and the NWFP.

These "wish lists" were made available to foreign donors and are
regarded as supplemental to the annual ADPs.

In 1982, several pre-design teams were sent to Baluchistan to
undertake field investigations that would provide USAID with basic
information regarding the province. As the project developed,
activities were concentrated on only two of the three districts in
Makran (Turbat and Panjgur), excluding the coastal area of Gwadar.
These steps were taken as part of an effort to concentrate activities
and make the project more manageable.

The initial Baluchistan Area Development (BALAD) Project Agreement
was signed on August 30, 1984. AID life of project funding for the
proposed five-year effort was placed at $40 million with an additional
imputed value contribution (from GOB) estimated at approximately $5.8
million in rupee equivalents. The PP and the PC-1 indicated three main
areas of activity: (1) road construction, upgrading, and maintenance;
(2) water sector improvements; and (3) improved planning, management,
and human resource development. Subsequently, the life of project was
extended by one year to December 31, 1990. AID funding was also
increased in August 1987 to $45 million, primarily to finance
additional road design activities.

Policy conditionality was kept to a minimum. Condition Precedents
(CPs) in the original grant agreement did support important initial
steps such as the formal establishment of a Project Planning and
Management Unit (PPMU) in Turbat, appointment of a project director,
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and provision of a site for the project headquarters. Construction of
the project headquarters complex in Turbat began in December 1985 and
was completed in April 1987. Temporary quarters were arranged
elsewhere in Turbat at the time this construction was underway.

As BALAD matured, three additional activities were added, (1)
construction of the Kech River Bridge near Turbat, (2) expansion of a
portion of the planned Bela-Awaran road from a planned 55 kilometers to
101 kilometers, (3) design of Awaran-Turbat road; and (4)
implementation of a Makran Vocational-Technical training program which
has largely replaced the original training program described in the PP.
All four activities have high visibility and have attracted substantial
attention in the press and among the people of Makran. Two of three
medium scale water diversion structures examined during implementation
were cancelled on technical grounds with the third indefinitely
postponed due to local resistance.

An interim evaluation of the BALAD project was performed in
December 1987. The team described the following progress to date:

"Construction contracts for the Kech River Bridge and
Bela-Awaran road were signed in August 1987. The plaunned road
maintenance activity is now underway. Under the Special
Development Activities (SDA) program, 22 schools in the area have
been constructed or expanded. About 23 water-related schemes are
finished or nearly complete, along with phase one of the Turbat
town road activity. The approximately 50 Makrani students
selected for the special vocational-technical program are now
finishing their intensive English language program and are being
placed in various technical training programs in the United
States.

"BALAD has also received direct support from three other AID
activities, the Agricultural Commodities and Equipment (ACE)
program, the Development Support Training Project (DSTP), and the
Project Design and Implementation Fund (PDIF). Approximately $3.0
million in ACE funds has been used to procure essential equipment
such as 17 jeeps, three 300 KVA generators, and heavy machinery
such as trucks and bulldozers for use by the GOB Communications
and Works (C&W) Department on road activities. Some additional
ACE procurements (valued at $1.5 million) are plamnned. DSTP is
being used to fund at least half of the cost of overseas vo-tech
programs for fifty young Makranis. Finally, close to $340,000 in
PDIF funds have helped finance a number -f special implementation
activities including hydrological studies for three proposed dam

TRobert LaPorte, Ralph Hill and Jonathan Addleton, Interim

Evaluation of the Baluchistan Area Development Project (391-0479),

prepared for USAID, Islamabad under IQC Contract No. PDC-0085-I-00-
6108-00, December 1987,
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sites, the long-term PSC engineer and A&E services for the
project headquarters in Turbat.

"Other donor activity in Makran Division is fairly limited.
Asian Develcpment Bank funding is being used to construct a fish
harbor in Pasni and the Japanese are financing construction of a
power plant in the same coastal town. The Chinese are building
small power plants in Panjgur and Turbat. Finally, some remnants
of the UNICEF Baluchistan Integrated Areas Development (BIAD)
project are evident in Makran in the form of capped tubewells,
unused for lack of adaquate provisions for operation and
maintenance.

This project is not of the typical technical assistance variety.
Because it is unique, we quote extensively from the evaluation report.
It describes, in vivid d=tail, the problems and the gains derived from
the project.

"Site accessibility was recognized as a problem from the
outset. Quetta as well as Karachi are each a two-day road trip
from Turbat, much of it over dirt tracks. The entire division of
more than 33,000 square miles has less than 60 miles of metalled
roads. A sense of isolation, restrictions on movement and
temperature extremes makes long-term tours of duty in Makran
difficult. The fact that much of the project ectivity is
concentrated around Turbat or Panjgur eases to some extent
accessibility problems. Nevertheless, even relatively short
engineering inspections can be hard on vehicles as well as staff".

"Security concerns have also at times affected site
accessibility. All project staff must be accompanied by militia
levees in the field. In some instances, planned trips have to be
postponed or even cancelled due to a specific security problem or
the temporary unavailability of guards. Not surprisingly, project
work carried out under the shadow of levee guards tends to
distance project staff from the local population”.

"The BALAD Project has also experienced a strike led by four
Baluch engineers which disrupted project activities for a week in
May 1987.

"Local cooperation is also clearly related to overall
security concerns. BALAD commenced in 1984 amidst considerable
suspicion and cynicism on the part of the more politically active
local populace. Three years later, much of that suspicion and
cynicism still persists. Construction of major physical
infrastructure such as the Bela-Awaran road or Kech River Bridge
has yet to begin. Not enough of the smaller construction
activities such as schools or water projects have been completed
to have an appreciable impact on popular perceptions. Not
surprisingly, completion of the project headquarters in Turbat is
not seen as making any real contribution to development in Makran.
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"The issue of employment of Baluch in project activities has
been a constantly recurring theme. One of the first questions
asked by Baluch primary students when the evaluation team stopped
in one village was, "How many Baluch work for your company?"
Efforts have in fact been made to hire locals and some serve on
the project staff. Nevertheless, lack of skilled Baluch willing
to serve in Makran has been a problem and will counstitute a
continuing concern throughout the life of the project.

"Makran is generally viewed as one of the more politicized
regions of Baluchistan. The most vocal part of that politicized
population-- the Baluchistan Students Organization (BSO) --
opposes all BALAD activity. For example, the baseline data
collection as well as the training program for Makrani students
were both dismissed for their alleged connections with more
sinister "intelligence gathering" activities. Outright ignorance
combined with rhetoric further distorts popular perceptions about
the project. For example, one recent medical graduate informed
the evaluation team that the languishing Mirani Dam project (never
actually included as a BALAD activity in any case) could have made
far more "important" contributions to the country than Tarbela
Dam!

"At an operational level, security concerns have on occasion
affected implementation directly. Three project vehicles were
damaged in two serious rock-throwing incidents in January 1986 and
small acts of vandalism have occurred periodically throughout the
life of BALAD. All such incidents appear to originate with
political groups opposed to the idea of a project at all. The
usual response of the actual beneficiaries following such events
is to reiterate their support and requast that work continue. On
a project-by-project basis, according to the LBI TA Team and
district administrators, local support is generally good".

Although security concerns and occasional vandalism clearly
complicates implementation, they do not appear to reflect the views of
mest of the Makran population. One the contrary, there is evidence of
high popular demand for some project activities. More than 200
students applied for the Makrani vo-technical program. Similarly, more
than 400 proposed sub-projects are said to be pending in the District
Commissioner’'s office in Panjgur alone. The impossibility of ever
fulfilling this enormous demand may pose problems of a different sort
as the project begins to wind down in 1989. The usual view seems to be
that assistance of any kind is welcome, but should be more expansive
and at a more rapid pace.

The evaluation team prefaced its conclusions with the following
statement:

"Tt is clear from the BALAD documents and iiles and from data
derived from interviews with the principals involved that
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difficulties and delays have been a part of BALAD from its
inception., It is also clear that the nature and direction of
BALAD has changed significantly from what was envisioned in the
PP. USAID/Islamabad was under no illusion that working in Makran
would be easy. Much of what could have gone wrong did in fact
occur and the management of BALAD has had to constantly adjust to
events that were unplanned and could not be anticipated.

"Before presenting the conclusions and recommendations, it
might be useful to briefly review the accomplishments and failures
of BALAD to date. The project started on the ground in February
1985 with the arrival in Turbat of the USAID PSC engineer. Lapse
time from his arrival until the evaluation team began its work was
two years and eight months. During that period, the BALAD project
headquarters was completed, 23 w:..r schemes have been completed
or are nearing completion, and additional classrooms provided to
22 schools. Road maintenance activities were initiated and the
first phase of road improvements in Turbat town was complete.
Designs were completed and construction contracts were signed for
the Kech River bridge and the Bela-Awaran road, although both
contractors have experienced mobilization problems. The Makran
Vo-Tech Training program has sent 48 Makranis to the United States
for training. The GOB P&D Department has established a Computer
Cell and has assigned four individuals to work under the
supervision of a local Systems Analyst supplied by the RAO/
Quetta. Major commodities--including four lsand cruisars and four
pick-ups (directly under BALAD) and 17 jeeps, three large
generators, and approximately $3 rillion in assorted heavy
equipment (directly under ACE)--have arrived on-site. Attempts to
institutionalize the Project Planning and Management Unit (PPMU)
have largely come to an end. Only minimal training other than the
Vo-Tech program has taken place.

"The impacts of the activities of BALAD are difficult if not
impossible to measure at this time. Most water projects have yet
to experience a rainy season. The evaluation team was able to
secure only limited comments on BALAD activities from the local
population either at project sites (few locals were around) or
from local notables because of the impending local bodies
election. The 48 Makrani students have not returned from training
in the US. Those parts of the road (Turbat-Hoshab) that have been
rehabilitated make passage easier. Although traffic does appear
to have increased since the PP was drafted, there is no evidence
that this increase has been as a result of USAID-assisted
activities. Most of the SDA schocls are utilized and room
additions to only three female primary schools has meant an
improvement of approximately eight percent of the female primary
schools in Makran".
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Tribal Areas Development

The seven Federally Administered Tribal Areas (FATA) of
Pakistan, located, with the exception of Orakzai, along the Afghan
border, have a unique political standing, stemming from their history.
Located in remote and difficult to reach mountain areas, these tribes
have fiercely resisted the imposition of controls from the outside
world. Opium poppies are grown in some locations and their remoteness
has made them attractive to the drug trade as sites for opium labs.

The project was requested by the GOP during the initial
discussions of the six year US aid package in the summer of 1981. The
project was approved in September 1982 and contains the following
project description:

"The Tribal Areas Development Project is designed to support
the GOP policy to accelerate the pace of socio-economic
development in the less developed areas of the country. Although
this policy has been underway in the Tribal Areas since the early
1970's, renewed emphasis was given to this effort with the
publication of the GOP's Special Development Plan for the Tribal
Areas early in 1982. The proposed development activities in the
project are drawn from the Special Development Plan. In addition
to providing support for the construction of basic infrastructure
(roads, irrigacion works), this project will enhance the
capability of government institutions to implement development
programs in the Tribal Areas”.

The Project activities fall within three major areas: (1) water
resources development with related agricultural assistance in land
development activities; (2) road construction; and, (3) selected rural
development activities. Approximately $10 million or 42 percent of
the total recommended project funding of $24,046,000 has been earmarked
for specific activities which have already been identified for
implementation.

The project has had very difficult sledding, particularly during
the first three years of its operation. A project evaluation,
performed in November 1985, had this to say about the project:

"USAID is the first major donor to provide development
assistance to the FATA. As a result, USAID has had to learn how
to do development work in this extremely difficult area. The
constraints of working in FATA include: encouraging the tribals
to permit development work to be carried out (socio-cultural and
political access);working with implementing agencies (the
Federally Administered Tribal Areas Development Corporation
(FATADC), the Communication and Works (C&W) Department of the
North West Frontier Province (NWFP) that lack trained personnel
and required equipment; working through a third party (the
political agents/deputy commissioners) instead of directly with
the beneficiaries (the tribals) when local disputes threaten to
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disrupt implementation of subprojects; and trying to adapt USAID
procedures and practices that were designed for areas where the
other constraints are absent".

"TADP has the opportunity to assist in the development of an
area of the world that has been relatively untouched for
centuries. The tribals abide by a law of their own. They have
resisted the advances of other cultures, from the Greeks (under
Alexander the Great) to the British. Only in the last three
decades has the geographically inaccessible area of the tribal
areas been reduced from 90 percent to 30 percent. If USAID is
successful In TADP, it will be a "first of its kind."

"The problem, then, is how to overcome the constraints of
working in FATA while respecting the centuries-old tribal culture
and established political autoncmy*.

"At present, TADP has no single home within the GOP or the
government of the NWFP. There is no single GOP project manager.
Because its subprojects are located in several tribal agencies and
frontier regions and implemented by either FATA-DC or the NWFP C&W
and Local Government and Rural Development (LGS&RD) departments,
there are several subproject managers but none who has a vested
interest in ensuring that the problems these subprojects have
faced (or may encounter in the future) are dealt within a
systematic, expeditious fashion. Consequently, a degree of
confusion characterizes the efforts of TADP in the design and
implementation of the subprojects it supports".

The team concluded:

--  TADP has been ineffective in achieving its goal and
purposes;

--  TADP has not accommodated to the special requirements of
development in tribal areas;

-- TADP has not systematically planned for subproject
activities; and

-- TADP has not transferred technology to the implementing
agencies through technical assistance activities.

As a result of the project review, the Mission made some

significant changes in the project, primarily to assure that the
beneficiaries of the sub-activities (the tribals) are involved infthe ;

10Donald Mickelwait, Robert Laporte and Louis Eldredge,.xngggim' -
(391-0471), prepared

for USAID, Islamabad by Development Alternatives, Inc under: contract B -

No. PDC- 1096 I-06-4159-00, May 1986
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decision making process. It did not wish te repzat the experience of
the Bara irrigation scheme, where the tribals broke up the first
watercourses built, as soon as they were completed.

Sub-project activity is only implemented when requested by the
beneficiary. Work is concentrated in Waziristan Kurram and Bajaur,
where receptivity is high and there is no evidence of Narcotics
activity. US staff is kept to a minimum. Construction standards are
obviously higher than those of the Pakistan Department of
Communications and Works, which also operate in the tribal areas.

The Mission now proposes to continue this activity for an
additional five years.

c. orthwest Frontie ea Deve ent

This project, begun in 1983, was first called the
Gadoon-Amazai Area Development Project; the name was later changed to
North West Frontier Area Development Project. Still commonly called
Gadoon-Amazai, the nroject area is composed of two union councils of
Abbottabad District, one of Swat District, and four of Mardan District.
The project is administered from a special GOP office (The Project
Coordinating Unit headed by a Project Director) in Topi; the Director
coordinates the work with the Special Development Unit (Planning and
Development Department) of the Province, the USAID Regional Affair
Office in Peshawar, and the three district management offices, each
headed by an assistant commissioner. He works directly with union
councils, with village project committees, and line agencies. Pakistan
is one of the cooperating nations in the narcotics eradication
program.

In 1979, the Government of Pakistan promulgated a Prohibition
Order (Enforcement of the Hadd), seeking to bring the country's laws
into conformity with the injunctions of Islam. This included a ban on
the cultivation of opium poppy. In late 1983, the Government of
Pakistan developed a Special Development and Enforcement Plan (SDEP)
for opium growing areas. The SDEP envisages a strategy for integrated
rural development in conjunction with a phased program for development
in the remaining poppy growing areas in the North West Frontier
Province and the Federally Administered Tribal Areas. The targets
under SDEP implementation were Dir District, Chitral District, Mansehra
District, and Mohmand and Bajaur Agencies. The SDEP also provided the
mechanism to coordinate activities in the narcotics related projects in
Malakand, Buner, and Gadoon-Amazai areas. The GOP submitted the SDEP
to the international donor community in early 1984 for consideration.
As a result the Dir Project sponsored by UNFDAC was initiated and the
Special Development Unit was established within the Planning and
- Development Department of the NWFP to oversee all "poppy" projects.

The Government of Pakistan, NWFP and its local bodiesg thejuhited
States Government, United Nations, and other organizations are making a
concertea effort to eradicate poppy growing in NWFP through a series of
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developmental and enforcement activities. The NWFAD Project is one of
these, important because of its successful enforcement, while
introducing impzroved agriculture and the provision of social and
infrastructure services.

The project was evaluated in July 1987, The evaluation team
concluded:

"After a long and difficult start-up period, the North West
Frontier Area Development Project has been able to demonstrate
commendable energy and accomplishments during the last eighteen
months. It now seems positioned to fulfill most of its
objectives. About 356 infrastructure subprojects are completed,
under construction, or planned. Some of these will have to be
postponed to an extension project due to budgetary constraints.
The quality of construction, particularly given thaz ruggedness and
remoteness of the region, has been high. Popular appreciation of
a demand for roads, schools, water supply and irrigation systems,
and health units are strong.

"Among the agricultural activities, demonstration plots have
had high visibility and there is considerable popular demand for
them. Extension services, afforestation, orchard plantings,
improved seed and fertilizer distribution, and animal husbandry
efforts have had a positive impact on the farming sector and offer
some alternatives to poppy growing. Off-farm employment training
and placement are areas where the project has not nearly met its
targets. This is largely because some anticipated training
programs did not participate and the project has been obliged to
rely on existing government technical training programs. . These,
in some cases, require higher levels of education than many

residents possess. Those trained have not found it easy to
obtain jobs, partially because links outside the area are not
strong".

"Owing in part to government enforcement and persuasion,. as
well as the project's development efforts, the area has made the
initial transition to a non-poppy based economy. However, at this
stage, gains should not be viewed as secure. It is imperative
that agricultural efforts continue over five additional years.

This is necessary for the consolidation of current achievements,

as well as for further improvement upon them. Orchards, for

example, will not produce full harvests for at-least four more
years, and the trees will need careful tending and supervision
until that time. Infrastructure development has hardly begun to - -
saturate Gadoon-Amazai, and the need for subprojects continues in =
all categories. Beneficiary cooperation with the project is now -

- strong and recognition of its efforts-is high. A surprising 70 -~ - -
. percent of those beneficiaries surveyed had actually been to visit -
- the project office in Topi. Even the one union council that had - -
most opposed project activities began participating three months . - S

ago. o : o




"Initiatives to provide the population with a reasonable
income based on a variety of alternative sources should continue.
The evaluation team, therefore, recommends the development of a
Phase II project. One caveat is, however, in order. Agriculture
will continue to be the mainstay of employment and income for many
years, and it has a limited potential for growth. There are few
legitimate crops that can compete economically with poppy. This
is one reason why training and off-farm employment should be
pursued more vigorously as a part of the remaining and any Phase
I1 activities. Persuasion and/or the threat of enforcement will
remain a necessary factor in preventing a return to poppy
cultivation.

"The evaluation team also recommends the expansion of project
activities to the Kala Dhaka in Mansehra District. It seems clear
that the drug agents forced out of Gadoon-Amazai are moving their
activities to neighboring Mansehra. With the easy credit they
provide and the promise of substantial incomes, they are
persuading farmers in the Kala Dhaka area to grow poppy. This was
not a traditional poppy growing area before. If eradication
efforts in Gadoon-Amazai are to have any effect on the total poppy
supply, then development and enforcement efforts must be extended
to this deprived area in Mansehra.

"In sum, the evaluation team believes that the NWFAD project,
despite all of the difficulties, has succeeded beyond what might
have been expected. A very good foundation has been laid for a
Phase II extension. The staff of the NWFAD Project is to be
commended for the considerable level of success achieved."ll

d. Roads_Resources Management

This project, with a proposed life of project cost of
$43 million, was approved in 1987 and no expenditures occurred prior to
the end of the six year period (1982-1987) covered by this review. The
project paper describes the activities as follows:

"The project's purpose is to establish a maintainable rural roads
system in Sind and identify the policy, management, and financial
reforms needed to achieve a sustainable road system nationwide.

At the end of the project, three key features should be in place
in participating districts:

llgar1 Jones, James Ginther and Dale Smith, Lg;g;im_Egﬁlgg;ign_gf
the NWF Areg Development Project (391-0485), prepared for USAID

Islamabad by Development Associates, Inc. under Contract No. PDCf1096-
100-4163-00, September 1987.




(1) Ehysical system of paved roads builc to a maintaiunable
standard: each participating district should have a network
of paved rural roads built to a maintainable standard,
maintained by the District Engineering Office (DEDO). The
system will represent the district's optimum level of
all-weather service comnsistent with the financial and other
resources of the district,

(2) Maintenance management system: each participating District
will have Road Maintenance Unit (RMU) that can carry out an

adequate program of routine, emergency, and periodic
maintenance on the district's roads. The RMU will include
trained staff, management systems, equipment, financial
support, and linkages to local contractors. The RMU will be
supported by facilities and staff in the Local Government
Department.

(3) tio dis e
each participating district should be allocated suffx-ient
resources to maintain at least its paved network of.roads.
The priority given by districts to maintenance will result
from i) increased recognition at the local level of the
important of maintenance in providing road service, (ii)
improvements in the generation and managcment of resources at
the local level for roads and other purposes, and (iii)
adoption of policies at the local and provincial levels
promoting a more efficient overall allocation of the funds
available for roads.

“For the roads system as a whole, the project should leave in
place a management system that is technically sound, managerially
feasible, and financially sustainable. This will be the result of
reforms to existing policies, organizations, and procedures needed
to put such a system in place. nl

e. Conclusions and lessons learned

1. The three area development projects must be viewed in the
context of the political realities in which they are operating,

2. The NWFP project has a very specific purpose, to reduce the
production of opium poppies in the Gadoon-Amazai area. The -
sub-activities are there to help sweeten the bitter pill of. .
enforcement. A discussion of the problem of narcotics prcduction»and
trade, and USAID's role in its reduction, may be found in Section I
given below. The effort has been successful. It is an interesting -
experiment in rural development in the sense that ‘the balance betwuon
enforcement and 1neenttves seems. tv be working.

12p5ad Resources Management (391-0480) Data Authorized' February
12, 1987; Amount Authorized: §43 million. o



3. With regard to the BALAD and Tribal Areas projects, if the
Mission was looking for a challenge, it certainly found it. It would
te difficult to find a more inhospitable environment in which to
operate. It is difficult enough to achieve a successful result with
rural development activities under the best of circumstances. One
wonders why the most remote reaches of Baiuchistan, offering only
limited potential for development, were selected for this experiment.
In the case of the Tribal Areas, the uncertainty of receptivity by the
beneficiaries for the proposed improvements gives one pause to wonder
whether the US has placed itself in a too vulnerable position.

The risk to rewdard ratio seems very high indeed. Given the newly
instituted requirement for submissicn of project proposals (requests)
by the tribals, before USAID considers the activity, and concentration
of effort in the tribal areas that are most receptive to development
activities, the risks to the US have been somewhat reduced. However,
at a minimum, one would expect the utmost cooperation and support from
the GOP. This is an activity in which the GOP should take the lead.
USAID's role should be in support. The evaluations o not indicate
that this is the case.

4, The BALAD strategy seems to hinge on the impact that will
result from the improved road access to the area. A 16 hour truck trip
from Turbat to Karachi will be reduced to 8 hours when the road is
completed. Other things are expected to flow from this. High
visibility projects are also expected to improve the receptivity of the
inhabitants. Small sub-activities funded under the project may also
demonstrate advantages of being a part of lakistan.

5. In the case of BALAD and Tribal Areas Development Project,
the Mission has now lowered its targets. It is concentrating on
accomplishment of physical improvements, having reduced its efforts to
achieve institutional reform. We believe this reflects a realistic
assessment of prevailing conditions and prospects. But it puts into
question the sustainability of these efforts. At some point, USAID
assistance will have to terminate.

F. Narcotics Control,
1. Background

AID/Pakistan has adopted a two-pronged source/demand
reduction strategy for its narcotics program in Pakistan, which 1is part
of USAID's support of narcotics control as an international effort.

The strategy focuses on the development-enforcement linkage, seeking to
moderate the micro level economic and social costs to small farm opium
poppy growers who are moved back into legal agricultural undertakings
by the progressive success of Pakistan's enforcement policies. 1In
addition, a "poppy clause" is included in most projects agreements with
the GOP, as part of USAID's global policy to include such a clause in
those areas where poppy cultivation exists. The poppy clause calls for
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the removal of poppies found in any area receiving project resources.
AID/Pakistan will not continue to work in a given locality 'f poppies
are being cultivated there--everything just stops.

On the whole, efforts for opium poppy substitution have been
problematic: opium yields estimated at 800 metric tons in 1979 dropped
to 40-45 tons by 1985, but expanded under the new government up to
140-160 tons in 1987 and were between 130-170 tons in the 1988 harvest
season.

During the 1982-87 program period, narcotics surfaced as a major
issue in Pakistan on two fronts. Pakistan emerged as a front line
heroin transit route, in large part as a result of the narcotics
pipelines from Iran and Afghanistan being cut due to the Iranian
revolution and the Soviet invasicn into Afghanistan, which also caused
a dramatic increase in the farmgate price of opium. Second, Pakistan
came to have a significant internal addiction problem in this era,
going from no known heroin addicts in 1980 to 650,000 in 1987. 1In
response to this growing problem, AID/Pakistan's activities on this
front have had two major objectives: crop substitution and demand
reduction,

In the 1982-87 program, AID/Pakistan has been assisting the GOP in
implementing various area development activities that are intended to
reduce opium poppy cultivation in locations that have traditionally
grown poppies and to prevent its spread to nontraditional areas. It
has also been assisting the GOP to implement several nationwide drug
awareness campaigns and to establish a drug information center. These
are intended to educate the Pakistan public about the dangers of drug
abuse and to build grass roots support for the GOP's demand reduction
and crop substitution efforts.

Opium poppies have been grown in remote highland areas of the NWFP
since the turn of this century, though their cultivation significantly
increased after World War II. Poppies flourish at 500 - 2,000 meters
on mountains in the NWFP (e.g., Gadoon and Malakand areas) and in high
plains and northern valleys (e.g., Dir). Such remote and isolated
regions have undergone minimal socioceconomic transformations, while
their populations have access only to marginal non-irrigated land with
limited economic alternatives. An entire village's annual yield can be
transported out of the area on three donkeys, over high passes, through
gorges, and by simple boats in areas which have no other transportation
facilities. Therefore, with its high labor demand at harvest and its
value as a profitable and easily marketed and stored crop, opium poppy
uas remained important in these areas, and is often the basis of local
cconomic systems.

The GOP ratified the 1961 Single Convention on Narcotics Drugs and
the 1971 Accord. 1In 1),3, the Pakistan Narcotics Control Board (PNCB)
was created under the Ministry of Interior to coordinate, supervise,
and execute Federal government policy in narcotics matters. In 1979,
the GOP promulgated the Prohibition Ordinance (Enforcement of Hadd)
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which made the manufacture, distribution and use of intoxicants
(alcohol and drugs) in the country illegal, in conformity with Islamic
law. The Ordinance was strengthened by a further ban on poppy
cultivation and GOP efforts to eliminate it in settled districts and in
major irrigation systems. The GOP's go=1 became the develcpment of
alternative income opportuuities in creas under poppy cultivation, and
to ensure enforcement of the vpium ban be carried out at reduced
hardship to farmers and at reasonable cost.

The PNCB and UNFDAC jointly inaugurated the first opium-
elimination project, the Buner Agricultural Pilot Project, in 1976
(renewed in 1981). The GOP began requesting assistarce from other
donors as well.

The second opium-elimination project was begun in the Malakand
Agency in the NWFP in 1982 by the PNCB, GONWFP, and the INM of the US
Departmenr of State. During its first year, 80 hectares under poppy
cultivation (of a total estimate of 240-325 hectares under cultivation)
were destroyed.

AID/Pakistan entered into poppy elimination efforts in August 1983
with the initiation of the Gadoon Amazai Area Development Project, in
conjunction with the PNCB and the GONWFP. The fruition of AID/
Pakistan's efforts was seen in 1987, when Gadoon was finally 95 percent
free of poppies for the first time. As this project remains the most
important of AID/Pakistan's poppy elimination effort: it will be
addressed first, followed by a discussion of other ac-ivities.

The project was designed in 1982, and the agreement was signed
with the GOP in August 1983. This is a multi-faceted, integrated
development project, which includes three major component parts:

o Training for cff-farm employment: farmers have been taught
various skills, including masonry, plumbing, carpentry,
horticulture and animal husbandry; some farmers have become
drivers and field assistants in agriculture extension; staff
training at Project Coordinating Unit (PCU);

) A network of agriculture extension agents has been developed
to promote the transition to wheat as the major substitution
crop. Farmers are given free seed and fertilizer after
signing the poppy ban; and

o Construction program: to transform the public infrastructure,
consisting of constructing and rehabilitating reads, schools,
irrigation facilities, Basic Health Units (BHUs), etc.

It is important to note that these activities precede the
enforcement of the ban on opium poppy cultivation. Over four hundred
of these infrastructure projects are on-going; one hundred have already
been completed.
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The greatest expenditures, in order of priority, are on
infrastructure, particularly roads; crcp substitution; and training.
The training aspect hopes to teach the farmers some marketable skills.
In addition, job substitution programs focused on creating a new
economic base have been used as incentives for farmers to accept the
poppy ban. These include the following:

o Industrial estate: 150 acres in Gadoon, offering
businesses 50 percent reduction in electricity rates,
tax holiday for 10 years, duty-free importation of
machinery and 20-year repayment period for the cost of
land, so as to encourage established industrialists and
entrepreneurs--people with proven capabilities--to
invest in the area:

o Overseas employment: visas are set aside for people
from Gadoon, though due to the low level of skill, few
have been used;

o 1,000 positions offered in the paramilitary forces;
only 10 percent were filled (approximately); and

o Free distribution of wheat seed and fertilizer,
which was expanded in the second part of the program.

It must be noted, however, that the training component has been
the biggest disappointment in the project, though the past two years
have seen greater interest and participation on the part of the local
farmers completing courses in various trades and undergoing short term
training at various institutions.

Initially, the project depended on the GOP Communications & Works
department. which was unable to fully assist the varied demands of the
project. AID/Pakistan was then able to incorporate within the project
the flexibility to provide all the necessary technical resources,
including local engineers, surveyors and other agricultural extension
assistants. People at the Mission argue that the Gadoon project was
able to enjoy such flexibility precisely because it is a poppy
substitution project.

The project experienced a major setback in March, 1986, when the
GOP was attempting to enforce the ban on poppy cultivation,
Apparently, farmers had been extensively warned the previous year
against growing poppies, but had not been similarly warned in the
1985-86 poppy growing season. Rather than warning farmers at the
beginning of the season, government officials went out in March, at the
time of the harvrest. One of seven union councils in the Project Area
had been brought under the ban in the previous year; the outbreak
occurred in two adjacent union councils which were supposed to come
under the ban that year. Government forces engaged in armed
confrontation with the resisting farmers, resulting in 10-14 deaths.
No effort was made to compensate the farmers at that time; it was only
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later that they received a bit of compensation for their lost "corn"
crop (the summer crop which follows poppies). Thirty-five GOP
platoons have recently been permanently assigned to the Gadoon area.

Many people in the country associated USAID with the shooting:
lezislators walked out of the assembly in protest, claiming that the
gover~ment was trying to appease the Americans by shooting farmers
defending their crops. A comstitutional crisis was created in the new
Junejo government. As a consequence, the effectiveness of AID-financed
consultants was hampered due to limited access to the project area:
they were not allowed in for nine months.

In the context of activities under the TADP, the GOP--through the
Economic Affairs Division (EAD)--questioned the legal basis of and
need for the poppy clause in project agreements. The Mission responded
by providing copies of pertinent US laws in an attempt to demonstrate
the basis for the clause. It was pointed out that:

o These laws require the US president to certify that
Pakistan is taking all possible legal steps to eliminate the
illicit cultivation of poppy production and trafficking of
narcotics;

o) Without this certification, Pakistan could not receive US
ass'stance; and

o The poppy clause in each Project Agreement is intended to
assist the President in making the certification; therefore,
removal of the poppy clause would seriously jeopardize the
President's ability to make the required certification.

AID/Pakistan has encouraged GOP efforts to make the dangers of
drug abusc known to the public. Following the shooting in Gadoon,
USAID realized how poorly informed the Pakistani public was about drug
abuse in general and about Pakistan's drug problem in particular. 1In
response to the negative public reaction to the shooting, the PNCB
initiated three drug awareness campaigns supported by the Mission. The
PNCB has utilized NGCOs to carry out major portions of the campaigns.

A major success of the project has been the extent to which local
farmers have become involved in the various activities. They delineate
what needs to be done, and initiate the infrastructure project, such as
adding a room to a school, building a teacher's lodging, constructing a
road, etc. They oversee the day-to-day activities, such as hiring the
masons, buying the materials, etc. On their part, they donate the
land; AID/Pakistan provides economic support to the projects as well as
technical expertise (e.g., engineers).

People at the Mission who have been actively involved in the
Gadoon-Amazal project credit its success to its flexibility. For
example, while most projects have fixed budgets, the project allows
budget shifts between line items so as to be optimally responsive to
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the local farmers' needs. Another aspect of this flexibility is that
such projects should not be "over planned’ ahead of time, but again
should be responsive to what the local peopl- feel they need in terms
of infrastructural supports--and thereby streigthening their
commitment to achieve AID/Pakistan's final goa.: the removal of poppies
from the region.

After the confrontation the GOP brought back the Assistant
Commissioner that had been transferred. In addition, the Project
Director was given additional resources by the GOP and a freer hand to
negotiate with the locals. Finally, the provincial government took
action to ensure effective collaboration occurred between GOP project
officials and law enforcement agencies.

2. The Poppy Clause

Most of AID/Pakistan's projects are not integrally tied
in with elimination of poppy cultivation--90 percent of the projects
are in areas where poppy cultivation is nonexistent--though all
projects (except in humanitarian projects such as health and
population) include a poppy clause. If there are poppies in an area,
no project can be iaitiated until they are removed. If the project has
already been undertaken, all work ceases until they are removed.
Finally, if the project has already been completed and poppies are
discovered, AID/Pakistan will first ask the GOP to clean out the area;
if this is not done, then AID/Pakistan can request reimbursement for
project funds expended in that area.

Needless to say, the poppy clauie is not used in areas which are
specifically poppy substitution projects. Its use would certainly
endanger the success of the project, as farmers often want to see
tangible needs met before agreeing to completely eliminate poppy
cultivation.

The poppy clause has been invoked twice under the Tribal Areas
Development Project (TADP) and once under Irrigation Systems
Management (ISM):

o TADP: In 1984. poppies were seen as the project was
commencing; the GOP wag informed and they cleared the area
(total time: 2 months);

o In 1987, tubewell construction was underway in the
Bajaur tribal agency. Poppies were found, and some were
cleared out which caused a tribal disturbance. The GOP
political agent could not get the farmers to stop growing the
poppies, so AID/Pakistan suspended the project; and

o ISM: Poppies were found in Mohmand Agency in the Spring of
1987. They were benefitting from water flowing through an
AID/Pakistan-built canal. It was late in the poppy season,
when the crop was ready for harvesting. A letter was sent to
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the GOP; when AID/Pakistan returned to the area, the poppies
were not there. However, there is a strong suspicion that
they had been quickly harvested.

AID/Pakistan has fortunately never been in the position of having
to present a "bill for services rendered" to the GOP because of the
poppy clause. The jamplications of such an act would undoubtedly result
in a major issue.

3. Conclusions and lessons learned

The NWFADP poppy substitution project is considered to
be going so well that activities have been expanded to the adjacent
Khala Dhaka area in Hazara. Learning from the experience of the need
for flexibility, the first step is to build roads into the area:
"animal transportation costs" (e.g., for donkeys) is included as a line
item in the budget. USAID funds are also being channeled to a crop
substitution project in Dir, similar to the Gadoon-Amazai project,
through the UNFDAC. In addition, the Mission has requested that AID/W
grant permission to carry out three sub-project activities financed
under the Tribal Areas Development Project (i.e., not ostensibly a
POpPpPy project per se) in areas where poppies are being grown without
using the poppy clause. The intent is to provide some flexibility in
bringing some very difficult and inaccessible areas under the poppy
cultivation ban. Using leverage gained by the completion of
sub-project activities rather than sizply the promise of such
activities in the future, the GOP could then enforce the ban in these
areas of geopolitical importance along the Afghanistan border.

Building on its campaign to educate the Pakistani public about the
dangers of drug abuse, AID/Pakistan will support the National Drug
Abuse Prevention Resource Center, to be located in the PNCB. AID/
Pakistan will contribute $2.462 million, the US Embassy's Narcotics
Affairs Unit will contribute $500,000, with a GOP contribution of
$1.089, over a five-year period.
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ANNEX A

PAKISTAN PROGRAM EVALUATION
SCOPE OF WORK

I. ACTIVITY TO BE EVALUATED

The mission requests a review and assessment of the overall
$1.62 billion program of United States economic assistance to
Pakistan during the FY 1982-1987 period.

II. PURPOSE OF EVALUATION

The purpose of the evaluation is to distill into a single
document the main features of the FY 1982-1987 program of
econonic assistance to Pakistan. Strengths, weaknesses, and
"lessons learned" during the design and implementation of the
program should be documented and analyzed. The final report
should be useful not only as a key memory document for future
USAID managers in Pakistan, but also for the GOP, embassy,
AID/W, and others interested in better understanding the goals,
purposes, and impact of the A.I.D. program in Pakistan during
the FY 1982~1987 period.

III. BACKGROUND

The A.I.D. program in Pakistan for the past six years has been
among the largest in the world. In keeping with the agreement
between the United States and Pakistan made in 1981, $1.62
billion was provided cver six years under approximately two
dozen separate projects and programs. Major sectors supported
include agriculture, energy, health, population, and “area
development". The time frame and relatively large amount
involved has allowed A.I.D. to be closely involved in
Pakistan's development over an extended period of time. The
follow-on agreement signed in March, 1986 continues that
comnitment for another six years.

The requested review is designed to be somewhat similar to the
. one comnissioned by AID/W in 1981 to assess the program of U.S.
assistance to Pakistan from 1952 to 1980. Despite a number of
limitations, that study continues to serve as an important
*memory document" for USAID in Pakistan, preserving between
covers a good deal of three decades of development experience
in Pakistan, providing ready access to the main features of
that progress and including a discussion of successes,
failures, and "lessons learned". The document described herein
should do the same for FY 1982-1987 period.




Iv. STATEMENT OF WORK

The contractor shall review, assess, and record the
negotiation, design and implementation of the FY 1982-1987
program of United States economic assistance to Pakistan. The
final report shall include at a minimum a discussion and
analysis of the following topics:

A, Briefly discuss the background and nature of United
States assistance to Pakistan provided to Pakistan
prior to 1982, including assistance provided during
FY 1980-1982 period.

B. Describe the origins of the FY 1982-1987 program,

. including the 1981 negotiations and the nature of the

= : program that emerged out of those negotiations.
Discuss the political context (including U.S. foreign
policy objectives) in which the negotiations took
place. Review the subsequent USAID programs as it
relates to the GOP development program (sixth Five
Year Plan) as well as the efforts of other major
donors.

C. 2fnalyze by sector the design, implementation, and
inpact of activities undertaken during the
FY 1982-1987 period and relate these activities to
the overall economic development of Pakistan.
Sectors covered shall include agriculture and rural
development, energy and environment, health and
pcpulation, human resources and training, and area
development. Specific issues covered within each
sector shall include institution-building as well as
technology transfer, policy dialogue, and private
sector mobilization aspects of the program. Within
each sector, include a review of sustainability
issues including economic viability and recurrent
cost issues and an assessment of the principal
beneficiaries of key interventions, particularly low
income groups.

D. Describe and analyze operation of the PL 480 program
during the FPY 1982-1987 period, including policy
dialogue and local currency utilization aspects of
that program.
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Describe individual mission initiatives cutting
across sectors of a non-project or non-program type,
including the importance of the overall program to
policy dialogue pertaining to macroeconomic policies
and foreign policy objectives. Other specifi¢ areas
covered within this section shall include at a
ninimum individual discussions of women in
developnment, narcotics, donor coordination, and
social impact aspects of the program. Briefly
summarize mission responsiveness to each of the "four
pillars®” covered in Part II above. Also briefly
discuss in this section centrally-funded activities
carried out in Pakistan during the FY 1982-1987
period.

Discuss management and staffing requirements of the
program in light of the size and content of the
portfolio. Review extent of reliance on and
effectiveness of local capabilities -- including both
the public and private sector -- on the design and
implementation of projects and programs. Identify
activities which have been especially staff intensive
and assess possible alternative strategies which are
less management intensive.

Discuss and describe the planning process for the
post 1987 program. Analyze the relationship between
the FY 1982-1987 program and the planned follow-on FY
1988-1993 program.

Based on the above analysis, review main features of
the overall program, including an assessment of major
strengths and weaknesses, successes and failures, and
"lessons learned" out of the FY 1982-1987

experience. The latter issue is one of the more
important elements of the entire exercise. The final
list of "lessons learned" should specify those unique
to larger programs such as Pakistan from those with
more general applicability throughout A.I.D.



ANNEX B

Financjal Tables for the AID 1982-1987 Program

. Obligations by Project by Fiscal Year
. Obligations by Sector
Obligations by Project Component

. Expenditures by Project by Fiscal Year and Pipeline
as of 9/30/87
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ANNEX C

Joint Statements by Governments of U.S. and Pakistan

1. U.S. Assistance to Pakistan 1982-1987,
issued June 15, 1981

2. U.S. Assistance to Pakistan 1988-1993,
issued March 24, 1986
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ANNEX C

U.S. Assistance to Pakistan

JOINT STATEMENT.
JUNE 15, 1931!

James L. Bucklev, Under Secretary of
State for Security Assistance [Science,
and Technology]. and a team of U8, of-
ficials from Washington, concluded their
5-day visit to Pakistan today and will fly
back to the United States from Karachs
early on the morning of June 18, During
his vigit, Mr. Buckley met for 2 days of
talks with senior Pakistan leaders and
officials including President [Moham- »
mad] Zia-:l-Hag: Foreign Minister Aga
Shahi; Finance Minister Ghulam Ishaqg
Khan: the Secretaries General of the
Foreigm and Defense Ministries, S, Shah
Nawaz and Maj. Gen. (retired) M. Riahim
Khan: Foreign Secretary Riaz Piracha;
Lt. Gen. Ejaz Azim: Ambassador-
desigmate to Washington, Lt Gen. K. M.
Arif: Chief of Staff to the President: and
others. Mr. Buckley also vizited Murree
and refugee camps in the northwest
frontier provinee and Baluchistan,

Mr. Bucklev's visit, at the invitation
of the Government of Pakistan, was part
of the continuing dialogue established
between the Pukistan Government and
the .S, Goverrent during the fast |
months and aimed at finding wavs tor
the Uniterd States to asszist Pakistan in
meeting the unprecedented threats it
faces to it~ independence and <overeiom-
ty as a consequenee of the developments
in the regmon. The previous round in
these talks had taken place in April
when Foreigm Minister Agha Shahi
headed a team ot <enior Pakistani of-
ficials for talks with Seeretaries Haig
and Weiriherger [Secretary of Defense
Caspar W, Weinberger] in Washington,
D.C.

Mr. Buckley's official talks in
Islamahad, which took place on June 13
and 14, centered on U.S. proposals to
provide economic assistance and to
facilitate sales of military equipment to
Pakistan. Detailed discussion took place
on various levels of assistanee and the
composition nf assistance required hy
Pakistan. The talks also provided an op-
portunity for discussions of urgent
Fulistani military requirements which
Lthe United States has agreed (o fook in-
to with a view toward detérmining
which ones the United States migzht be
able to satisly through its foreign
military sales program,

During the talks, the (wao sides
dizcussedd the serious threat to the

August 1981

regmion posed by the presence of foreign
troops in neighboring Afghanistan. Both

sides agreed that a strong and independ-

ent Pakistan is in the mutual interest of
the United States and Pakistan, as well
as +f the entire world. Mr. Buckley af-
firmed American determination to assist
Pakistan and to support Pakistan's
sovereignty and territorial integrity.

The Pakistani side explained
Pakistani policies, especially Pakistan's
commitment to the principles and pur-
poses of the nonaligned movement and
the Organization of the [<lamic Con-
ference. Both sides agreed that U8,
assistance as proposed is consistent with
these principles and with Pakistan's
nonaligmed =tatus. Mr. Buckley
specificallv diseliimed any American in-
terest in military hiasges or in establishing
any new ajliances,

The United States and Pakistan
discussed the dimensions of an overall
framework for American efforts to
axaist Pakistan over the next 6 veais.
This includes a program of cash military
sies during this year. It also includes a
S-vear program of economic support
funds, development assistance, and loans
for foreipm military <ales—the total
value of which is expected to be approx-
imately $2 billion, subject to annual ap-
proval by the .S, Congress,

The multivear approach is in
response to the seriousness and im-
mediacy of the threat to Pakistan's
security. The United States has agreed
to the sale of F-186 aircraft to Pakistan
to assist Pakistan to improve its air
defense vapabilities: terms, timing, and
numbers will be determined in a later
meeting, likely to take place in
Washington, between Pakistant and
American military representatives, The
United States agreed, also, to the varly
delivery of selected defense equipment
urgently necded by Pakistan defense
forces to meet the threats Pakistan
faces.

Mr. Buekley invited the Government
of Pakistan te send a team of military
and defense officials to Washington to
discuss military equipment needs and
availabilities in detail, This visit is ex-
peeted to take place befure the end of
June.
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JOINT US-GOP STATEMENT FOLLOWING TALKS IN ISLAMABAD

ON PR , 1986)

T. A US delegation led by Under Secretary of State for Security
Assistance, Science and Technology Mr. William Schneider, Jr. paid a
four day visit to Pakistan from March 21 to March 24, 1986. During
its stay the US delegation held talks with a Pakistani delegation
led by Mian Mohammad Yasin Khan Wattoo, Minister of Finance and
Economic Affairs.

2. The visit of the US delegation took place in the context of the
on-going discussions on the aggregate level, terms and conditions of
the post-87 aid package. As a result of the discussions held, a
mutually satisfactory agreement was reached, subject to U.S.
Congressional approval.

3. The jointly agreed program of economic assistance and foreign
military sales will support Pakistan's development priorities and
defence modernization program. The programmed package of assistance
amounts to 4.02 billion for six years commencing from 1987/1988.

The package is at high favourable concessional rates.

4. The Government of the United States agreed to support the
announced Pakistan Government program of economic policy reforms to
improve domestic resource mobilization, stimilate private sector
investment and increase the overall efficiency of the Pakistan
economy.

5. Military assistance will be in the form of credit for military
purchases. The military sales program will continue to play an
important role in Pakistan's defence modernization effort.

6. It has been decided that the representatives uf the two
countries will meet annually at senior levels to review utilisaticn
of the economic assistance program, progress towards economic policy
objectives, and progress in Pakistan's military modernization
programme.

7. The Pakistan Government stated that its acceptance of the US
package does not in any way affect its commitments as a member of
IsTamic Conference and the Non-aligned Movement nor its position on
major international issues in regard to which Pakistan's foreign
policy has consistently maintained a principled stand. The US and
Pakistan agreed that the further development of bilateral relations
will not affect either party's relationship with any third country.
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8. The US Government noted the existing US legislation relevant to
nuclear non-proliferation and narcotics. The Pakistan Government
reiterated the peaceful nature of its nuclear program and its
established policy of dealing effectively with the narcotics
problem.

9. Both sides affirmed their genuine desire to continue the

existing relationship between the two countries which is based on
trust, mutual respect and sovereign equality.
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Economic

Annual Jevel Total Terms

DA - 50 300 A1l grant

ESF 250 1500 A1l grant
PL-480 80 480 Soft Toan

Sub-

Total 380 2280

Military

FMS - 290 1740 A1l concessional
Total 670 4020
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Balance of Payments excerpt from USAID/PAKISTAN

Briefing Paper prepared for AID Administrator
Wood, January [988




ANNEX D
EXCERPT FROM USAID/PAKISTAN BRIEFING PAPER PREPARED
FOR AID ADMINISTRATOR WOOD DATED JANUARY 1988
BALANCE OF PAYMENTS

"While Pakistan's external position improved somewhat in PFY 86/87
due to a better trade balance, concerns remain regarding the
sustainability of Pakistan's Balance of Payments position over the
medium term.

"An analysis of the trade balance highlights the fact that recent
improvement was primarily due to higher international prices for
Pakistan's exports (rice, cotton, textiles) coupled with lower prices
of its major imports (petroleum, fertilizer, edible oils). While the
20 percent improvement in exports for the current Pakistan fiscal year
to date has received much attention, what has not been highlighted is
the fact that imports for the same period have increased by 19 percent.

"The level and composition of foreign exchange reserves is another
source of concern. Over the past two years, reserves have been around
$800 million providing import cover for at most, 6 weeks. The absolute
level of reserves is one half of World Bank stipulated targets and we
do not foresee any appreciable movement towards the achievement of
those targets. If anything, the recent movement has been in the
opposite direction. Moreover the transitory nature of the reserves is
a further source of concern. The amount of GOP owned FX reserves
ranges between one-third to one-half of the total amount. The
remainder is made up by short-term foreign currency deposits of foreign
commercial banks, along with deposits of foreign monetary agencies--
primarily those of Saudi Arabia and Kuwait.

"External civilian debt servicing requirements have been steadily
rising in the past few years and are expected to approach $2 billion
(40 percent of exports of goods and services) for PFY 87/88 including
repayments to the IMF. Total civilian external public debt is expected
to be $15.9 billion by the end of PFY 87/88--representing 41 percent
of GNP. With the maintenance of the current policy stance, IMF
projections indicate a gradual worsening of the balance of payments
position with the current account deficit widening to 4.2 percent of
GNP by PFY 92/93, external civilian debt increasing to $23.7 billion
and gross official reserves worth 0.8 weeks of imports".

"In summary, factors such as concentration of the export base,
declii .ag workers' remittances, low level of GOP owned foreign e change
reserves, declining capital inflows, and rising debt service
requirements pose significant challenges to the medium term viability
of Pakistan's balance of payments position."
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Annex E

THE PL 480 TITLE I PROGRAM IN PAKISTAN, 1981-1988 AND FUTURE PROSPECTS*

Modern History, FY 1981-82

The PL 480 Title I program in Pakistan started in 1954 and has continued
without a break. The total value over the years is well over $2 billion
in current dollars and much more if it were put on a constant dollar
basis. Programs in the 1960's and 1970's were dominated by wheat because
of the large deficit between wheat production and consumption. Since
1980, edible oil has been the only commodity. The FY 1981 through FY
1987 programs have consisted of $50 million annually for edible 0il. The
FY 1988 program was increased to $80 million, of which $70 million was
for edible oil and $70 million for corn. An amendment to switch the $10
million from corn to edible 0il1 is likely.

The FY 1981 program represented a departure from previous programs
because of the emphasis on edible oil. For example, the FY 1980 program
had six self-help measures of which only one concerned edible o0il. The
1981 program contained nine self-help measures, of which six related to
edible 0il and oilseeds. The reason for the switch in emphasis was the
relative self-sufficiency of Pakistan in wheat, the rapidly growing
imports of edible 0il and the selection of edible 0il as only commodity
in the PL 480 program.

The FY 1981 program is interesting for another reason as well. A six
person team was brought from Washington to assist in the development of
self-help measures. Three American personnel from the Mission also
worked full time on this activity. The apparent reason for this emphasis
was the shut down of the development assistance program in 1979, leaving
the PL 480 program as the only source of new funds in the Mission.
Although the Soviets had invaded Afghanistan in late 1979, the U.S.
Government's first offer of assistance to Pakistan had been rebuffed as
insufficient. This situation changed, however, with the signing of a
6-year program of military and economic assistance in August, 1981, with
obligations to start in FY 1982. The PL 480 program at $50 million for
each of the six years, a situation unique %o Pakistan, was part of the
package.

*  This annex was written by Paul Mulligan who served in the Title [
Food for Peace Office in AID/W from June, 1980 to June, 1982. He was
responsible for the Pakistan program during this time as well as for
other Title I programs in Asia and five programs in Africa. He came
to Pakistan in January 1981 as part of a six person team to design
self-help measures for the FY 1981 PL 480 Title I Program. He also
came to Pakistan on TDY in May 1982, partly in connection with the PL
480 program. He arrived in Pakistan in November, 1982 as the Program
Economist of the Mission and soon became manager of the PL 480 Title
I Program when the program was shifted from the Agriculture Office to
the Program Office. He managed the FY 1983 through FY 1988 programs
in Pakistan,
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The special FY 1981 PL 480 team spent several weeks in Pakistan visiting
ghee mills and agricultural research institutions. It came to the
conclusion that a multi-faceted approach was necessary in order to
stimulate domestic production of edible 0il and oilseeds. That is: one
self-help measure addressed the issue of support prices for oilseeds; a
second called for additional funds to the Ghee (orporation of Pakistan
for its efforts to expand oilseed production; another self-help measure
established acreage benchmarks for the planting of nontraditional
oilseeds and a fourth called for additional expenditures on oilseeds
research. Two benchmarks were concerned with more narrow policy
considerations. The first called for a review of the retail price of
vegetable ghee and the necessity for raising prices in order to stimulate
the production of oilseeds. The other benchmark called for a review of
rules and regulations that constrained private investment in the
production, processing and marketing of oilseeds.

Because the FY 1981 Agreement was signed on June 4, 1981 and there was an
effort to sign the FY 1982 Agreement earlier in the year, the Mission
decided to keep the same self-help measures for the second year. There
had been relatively little time to make much progress on the self-help
measures in the FY 1981 Agreement. The only change was a requirement for
an oilseed study to assess the comparative advantage of Pakistar in
expanding oilseed production. The self-help measure calling for the
expansion of acreage was dropped. This Agreement represented a turning
point in the strategy of the Mission. The negotiaticn of the Agreement
was carried out at a time of relatively low world prices for edible oil.
The U.S. had a surplus of edible 0il and thus the U.S. Department of
Agriculture was under congressional pressure to insure that the USG was
not expanding oilseed production overseas. After a long exchange of
cables and meetings in Washington, the Mission agreed that future PL 480
Agreements would not attempt to increase oilseed production in a direct
manner. The Mission had begun a very large ($1 million) study of edible
oil and oilseeds in preparation for a project. Early results were
suggesting that the poiicy enviromment was the major barrier to expanded
production of oilseeds and edible o0il. Even the extraction rate of oil
from cottonseeds had declined over the years becaus: of the policy
situation. The Mission did not have any regrets in dropping self-help
measures directly concerned with production and research because it had
lost faith in their efficacy. The remaining self-help measures on prices
and the processing industry formed the basis of the strategy for the next
six years.

The FY 1983-88 Program

As a result of the 1982 discussions and the oilseed study, the Mission
shifted its attention to the processing industry. The Mission had come
to the conclusion that the real problem was the non-existence of an
effective demand for oilseeds and domestic edible 0il. The prices for
oilseeds, and especially for domestic edible oil1, were low and
monopsonized by the Ghee Corporation of Pakistan. It was the only legal
purchaser of cottonseed 0il and nontraditional oilseeds. The poor .
marketing system was such that farmers had relatively little incentive to
grow oilseeds because of low prices and the difficulty of getting paid.
Entry into the vegetable ghee industry, which was and is the principal
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purchaser of edible 0il, was restricted due to the need for sanctions.
The Ghee Corporation dominated production with more than 80 percent of
capacity and the private companies enjoyed handsome profits with little
incentive to search out domestic edible o0il at prices lower than the
subsidized rate at which they were importing oil.

The major study of the edible oilseeds industry was in draft form by the
time the FY 1983 Agreement was signed on May 15, 1983. 1In fact, one
self-help measure called for the USG to finance a study of a buffer stock
of edible o0il, which essentially was an extension of the policy studies
done under the major oilseeds study. The major study, Pakistan's Edible
0ilseeds Industry, was not published in final form untiT March, 1984,

The buffer stock study entitled Pakistan Edible 0ils Stock and Trade
Management was published in January, 1985,

The FY 1983 Agreement had four self-help measures, of which the one
dealing with buffer stock was already mentioned. The first self-help
measure called for the GOP to continue the liberalized policy of prices
for edible oil products. The third self-help measure called for a policy
of progressive privatization of the vegetable ghee industry. The fourth
self-help measure called for a consideration of import duty and credit
programs to facilitate the importation of oilseed meal for the livestock
and poultry industry. These three self-help measures, with small
variations in wording and significant variations in benchmarks, continued .
in the FY 1984 through FY 1988 PL 480 Agreements. The underlying
assumptions were that an increase in effective demand for domestic edible
oil through policy changes would stimulate oilseed production and reform
in the industrial environment would be beneficial for overall economic
growth in Pakistan.

The Multiyear Strategy

As the Mission began preparations for the 1985 program in the fall of
1984 and indicated its intention to continue with similar self-help
measures, AID/W suggested that we develop a multiyear strategy or
framework that set out the objectives that the Mission was trying to
achieve., This paper was completed in 1985 shortly before the Agreement
was signed. The heart of the strategy paper was a series of policy
changes that were thought necessary to deregulate the industry in such a
way that there would be conditions favorable to the production of the
domestic oilseeds. The strategy put these items in a timetable for the
next three years. Mission thus had a basis for identifying benchmarks
for future programs and some confidence that it was moving in the right
direction. The framework proved very useful for the FY 1985 and FY 1986
programs. The GOP announced substantial policy reforms in late 1986 that
met many of the objectives and benchmarks in this paper. The remaining
items have proven to be more difficult to achieve. The FY87 program did
not make significant demands on the government for additional progress
because it was more in the nature of a reward for good progress. The
Agreement still called for items of interest such as a review of
sanctioning requirements, a review of import and credit policies for
oilseeds, a study of credit policy and a professional quality study of
the GOP's variable duty on edible oil imports. The benchmarks still were
generally in keeping with the long term strategy framework.
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The FY 1988 program was expanded to $80 million as part of the new six
year program of military and economic assistance that began October 1,
1987. Because of the larger size of the program and other
considerations, the Agreement was signed March 24, 1988, three months
earlier than the previous Agreement. The self-help measures and
benchmarks were not particularly rigorous, although they require
significant actions by the GOP. One of them set the stage for studies
that might result in privatization of some units of the vegetable ghee
industry. Three new self-help measures were added, dealing respectively
with employment and small scale industry, nutrition, and the planting
seed industry.

Most targets set out in the 1985 strategy have been met or are likely to
be met in the near future. The private sector share of the processing
industry has increased from roughly 20 percent to more than 50 percent
and is likely to reach 70 percent in a few more years. Prices have been
deregulated and have risen sharply in the past two years. Although the
US Government does not approve of the variable tariff on edible o011, it
has had the effect of raising the domestic price of edible 0il 40 to 50
percent above world market levels and appears to be laying the foundation
for a stronger marketing system. The major objective of the GOP
regarding the variable duty is to raise revenues rather than stimulate
domestic production so the production impact may be slow in coming.
Complete deregulation of the ghee industry through the elimination of .
sanctions is a strong possibility. The actual change, however, will be a
decision by the Government of Pakistan at a time of its own choosing.
USAID has provided the technical justification and influenced sufficient
people in the government who can carry out this change. The only item on
which there has been no progress is the proposed edible o0il commodity
market for Karachi. This proposal probably was not well thought out and
also is premature.

Future Directions

Although tne two basic self-help measures dealing with price
liberalization and privatization are still important, they have become
somewhat shopworn and tired. The challenge is to come up with a new long
term framework for the PL 480 program. Although the program probably
will to consist entirely or primarily of edible o0il1, it is not clear that
the self-help measures need to focus on edible 0il and oilseeds. We have
accomplished most of what we set out to achieve and thus these self-help
measure might assume a lower profile. The self-help measures dealing
with the importation of oilseed meal have been a failure and probably
should be retired as a valiant effort, which ultimately was unsuccessful.

The livestock industry in Pakistan might provide one focal point for
future programs. Meat, milk and egg production have not kept up with the
demand of a rapidly growing and richer society. The livestock industry
is intimately associated with oilcake and oilmeal, and thus is a key item
in any long term strategy for oilseeds. A stable demand for oilseed cake
and meal is necessary if the production of oilseeds in Pakistan is to be
economically attractive. The Economic Analysis Network project has done
some studies on the poultry, dairy and feec industries that might be
useful for the formulation of a new long term framework.
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Another point of emphasis, which is also related to oilseeds, is
agro-industry. The ghee industry is the part of the industry that is
most affected by Government sanctions, but other parts also are seriously
constrained. For example, various regulations restrain the production of
hybrid seed by the private industry in Pakistan. There also are
restrictions on the production of tractors and ultra high temperature
milk plants. Most serious ara the myriad of federal, provincial and
local regulations that affect almost every industry in Pakistan.

A third area of emphasis is the foreign trade regime affecting both the
import and export of agricultural inputs and outputs. Although other
international agencies have been taking the lead in this sensitive area,
USAID could carve out a section to develop its expertise and area of
emphasis. We have become very much aware of the problems of tariffs and
import licenses in connection with our efforts to facilitate the
importation of oilseed meal.

Two additional areas that offer potential are nutrition and agricultural
credit. Previous self-help measures have addressed these issues and
follow on studies have described these areas as ones needing attention.
Self-help measures, and especially the use of local currency, might have
potential for addressing one or both of these areas.
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ANNEXF : POLICY DIALOGUE MATRIX

The policy dialogue agenda for the FY1988-FY1993 period is implicit in each of the ten goals established during the

CDSS planning process.

Goal for CDSS Period (FY1988-FY1993)

Major Policy Dialogue Concern

1. Balance of Payments Pressure

To help sustain economic growth
by strengthening the balance of
payments.

1-4

2. Inadequate Uomestic Resource
obilization

To improve public sector revenues and
mobilize greater financial resources
for private investment.

Price liberalization and increased
competition in edible oils through
PL-480 self-help measures.

Increase industrial efficiency
through derequlation.

(Other concerns dealt with under
various sectoral goals).

Inauguration of private
investment institutions.

Movement of autonomous public
sector institutions such as
WAPDA and OGDC off-budget
with responsibility for
raising their own capital.

These goals are are indicated by area below, along with a brief description of some of the
major policy dialogue initiatives that will be required to achive those goals.

Current Status

GOP is allowing retail prices to
rise as international prices rise,
possibly stimulating domestic
production and restraining demand.

The GOP continues to eliminate
sanctioning requlations by industyy
but still requires it for all
foreign investment.

GOP regulations formally
permit establishment of such
institutions. USAID has
offered technical support to
turn this announced policy goal
into reality.

The World Bank is also pursing
this goal. The recent issuance
of government-guaranteed WAPDA
bonds is a positive first step.



3. Low Agricultural Productivity
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percent annually,

Institutional improvement and policy
reform, contributing to agriculturai
growth in constant prices above 3.6

Mobilization of higher
revenues through user fees
and more efficient pricing
structures in energy,
irrigation and health while
trying to reduce drain on
budget caused by subsidies
for fertilizer, wheat storage
and public sector companies.

GOP follow-up on various tax
reforms recommended by the
1987 National Commission on
Taxation.

(Other concerns dealt with
under various sectoral goals).

Major assessment of agribusiness
sub-sector, followed by policy
measures and incentives tn
allow agribusiness to supply
farmers with needed inputs,
information and markets.

Agricul tural reforms as
indicated in policy-oriented
research in such areas as
subsidy elimination,
deregulation, and
privatization,

Institutional and policy
referm in irrigation,
including movement toward
increased water user fees
covering 100 percent of the
operations/maintenance of

the irrigation system by
1993.

Some progress has been made in
energy, fertilizer, irrigation,
agricul tural pricing. In view o
continuing resource mobilization
problens, further progress is
needed.

In this context, we are interest
interested to know what tax refo
measures the GOP anticipates for
its FY1988 budget.

USAID is financing a major revie
of the agribusiness sector, with
concrete policy recommendations
to follow.

Progress achieved in edible o0ils
wheat and fertilizer. Under

the FY1988-F71993 program, the
agenda here will be expanded to
areas such as grain storage,.

USAID is heavily involved in the
irrigation sector, but policy re
is slow in coming. Progress on
fees as well as other issues
such as privatization of tubewel
is needed.
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4. Energy Deficit

To increase the availability of

enerqgy on an economically rational,

sel f-sustaining basis.

5. High Population Growth Rate

To reduce Pakistan's high population

growth,

GOP approval of a Rural
Electrification Master Plan
which includes socio-economic
criteria for village
selection.

Follow-up of announced
policy supporting private
sector power generation
with implementation of
pilot power projects.

Continued mcvement by WAPDA
toward pricing policies

that allow it to self-finance
all operational and investment
costs.

Establishment of WAPDA tariff
system that introduces peak
load pricing for large
industrial consumers.

Need for GOP to vigorously
implements its announced
population policies, with
special emphasis on involving
health services network and
the private sector,

GOP and WAPDA are now preparing
a documer’. which would establish
[f anproved, the expansion compo
of USAID's Rural Electrification
Project could be activated.

Considerable progress is being
made in this area and at least
two proposals have been approved
USAID has offered technical
assistance and other support to
support further expansion.

The World Bank is taking the lea
on this issue. In recent years,
40 percent self-financing
requirements have beon met.

World Bank and ADB sponsored
studies in these arzas have

been delayed. USAID will mainta
continuing dialogue on this subj
in conjunction with the 40 perce
self-financing criteria.

A long-standing commitment to
add family planning to health
services has still not been met.
An innovative social marketing o
contraceptive activity launched
private firm is underway. Recen
policy pronouncements on this is
nead to be followed up with vigo
visible political support for pr



6. High Rates of Infant and Child

Hortality

To reduce high rates of infant and
under five mortality.

7. Low Primary School Enrolliment
Rates

To increase access to and quality
and efficiency of basic (primary)
education.

8. Quality Improvements in Key
Institutions

To improve Pakistan's ability to
qgenerate and manage human and
physical resources in both the
public and private sector.

Adoption of appropriate child
survival strategies and emphasis
on health resource mobilization
that gives highest priority to
preventive health care and
well-managed service delivery
rather than construction of
inadequately managed and
underused government health
centers.

Sustained increase in GOP budget
allocations for primary education
and decentralization and other

policy changes (salary increases,

incentives to rural teachers, etc.)

that support accountability,
community participation, and
expansion of female education.

Support for "institutional
excellence" concept, including
accountability, institutional
autonomy, and support for
nrivate sector initiative in
this important area.

USAID in coordination with other
donors is developing a major
Child Survival initiative which
would include key policy reform
measures. A proposed Children's
Commission and Institute would, 1
established, consolidate politica
commitment and augment institutic
capacity to implement programs,
especially in the private sector.

In recent years, GOP budgetary
support for primary education has
improved. As a result, USAID is
developing a primary education
project that will address other
key policy-related concerns.

GOP has accepted a USAID-funded
scholarship program for the priva
sectar as well as USAID support
for a private institution (LUMS)
in Lahore.
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9. Lagging Areas

To ameliorate the gap in
development between the lagging
areas such as NWFP, Baluchistan,
interior Sind and those that
have achieved greater economic
progress.

10. Narcotics

Eradication of poppy cultivation.

5077H

Effective implementation of
announced policy goals.

Effective implementation of
announced policy goals,

Under a long-standing formula,
a yreater proportion of the GOP
development funds are allocated
to Baluchistan and the NWEP,

Early indications from Gadoon th1
season are encouraging. However,
elimination of poppy production i
areas is often followed by the
introduction or expansion of popy
in other areas.
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1.

Bank noted that this fiscal year had been one of
accomplishments for the Pakistan economy. Cotton price crops
had hit record highs. Industrial output had accelerated.
Overall GDP growth was likely to exceed targets. Private
sector grew rapidly. Inflation was moderate.

Disturbing elements:

a) Deterioration in budget situation

b) Deterioration in B of P situation

c) Little expansion in value of exports
d) Stagnation in non-traditional exports
e) Fall in migrant worker remittances

Urgent attention needed to:

a) Reduce budgetary pressures through increasing revenues
and rationalizing expenditure priorities.

b) Adjustments in exchange rate.

c) Improvements in areas of public investment and foreign
trade performance.

d) Better performance in exports and imports substitution.

e) Improvement of productivity in agriculture industry and
energy.

Also, shortfalls in first two years of Plan (particularly in
the energy and social sectors) have necessitated GOP
preparing a 3-year Priority Program to preserve Sixth Plan
objectives. Bank has reviewed the Program and considers it
to be in line with projections of available foreign and
domestic resources. If foreign resource requirements are to
be realized, GOP needs to improve capacity to plan and
implement projects to fully utilize such aid, while donors
would have to expand volume of aid. Re: domestic resources,
GOP needs to:

a) introduce broad-based sales tax

b) more widely applied user charges

c) increase in public enterprise savings

d) more efficiency in public enterprise management

e) improve implementation of projects so that low priority
expenditures do not increase,.

In the Bank's view, if GOP is to sustain economic momentum of
recent years, the structural adjustment process began in the
early 1980s will have to continue, with special focus on need
to raise level of public investment and increase
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international competitiveness of the economy. This means an
increased domestic resource mobilization effort and a
reordering of sectoral priorities.

Developments in external sector and in public finance have
been worrisome:

a) Sharp decline in migrant remittances

b) Competitive difficulties for exports

c) Reserve losses (US § 800m in first 9 months of 1984-85)
d) Shortfall in tax revenues.

e) Increase in overall deficit and resort to bank borrowing

Urgent attention required to:

a) More flexible exchange rate policy
b) Substantive tax reform

IMF was happy about GOP moves in the structural reform
effort, including import reform, liberalization program, and
price ratioralization in agricultural and energy sectors. It
reiterated its willingness to discuss with Pakistan a
framework of policy responses to address needs of present
situation.

Concern expressed over rapid deterioration in B of P
situation over past 2 years.

Expressed need for:

a) Acceleration of prncess of structural adjustment

b} Improvement of savings and resource mobilization

c) Deregulation of present system of credit allocation and
control(which couid be conducive to the motivation and
improvement of the mobilization of savings by the
financial sector). .

d) Mobilizatizn of savings from rural areas (these being
recipients of the major part of workers' r:mittances).

e) Increase of budgetary surpluses through progressive
elimination of subsidies, higher user fees for certain
public services, and restructuring of tax system.

Bank's primary lending commitments remain in agriculture,
energy and industry, but increased attention to the social
sectors (particularly education) possible, since there is
recognition that a pre-requisite for sustained long-run
economic growth is an enhanced development of the social
sectors. ADB's lending strategy had been determined taking
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into account (1) Pakistan's overall resource and sectoral
needs, based on an assessment of key determinants and
constraints to stable growth; (2) response of GOP to these
needs and the resource gap requiring donor assistance; and
(3) nmature and extent of other donor participation.

Focus of ADB's assistance in agriculture: increase
productivity and crops output; energy: increase operational
efficiency and supply of alternative fuels; industry: bring
about structural transformation through deregulation, tariff
reforms and privatization.

Re: expanded role of Provinces in Sixth Plan, ADB noted the
increasing reluctance of the Provinces to involve themselves
with foreign-aided projects, principally on the grounds that
these projects usually have to be absorbed without any
additionality within the provincial annual development
programs. ADB felt that the practice of COP in passing on
funds to the Provinces at the same terms it has received from
foreign donors--often highly concessional--needs to be
seriously reexamined, especially in the light of severe
constraints on the availability of such concessional funds.
ADB had commended for GOP consideration an alternative
mechanism, namely, the pooling of all officials development
assistance and the establishment of standardized relending
terms to the Provinces.

D. PAKTISTAN

1.

Growth rate expected to be 10% in agriculture, 8.5% in
industry, and GDP around 8-9%.

Two specific shortcomings in physical production of major
sectors: (a) wheat output below target, and (b) a
substantial power deficit,

Re: Balance of Payments, decline of foreign exchange
reserves in the first half of the year (due mainly to
depressed exports and slow down in remittances, had been
arrested. Exchange rate fluctuations (which caused larger
requirement of rupee resources for debt servicing, coupled
with lower than originally anticipated estimate of receipts
from small savings schemes) had affected the budgetary
situation, and deficit financing had increased to about
double that projected at the time of budget. Rate of
monetary expansion not expected to exceed 15%. Inflation was
under control with price increases for the year projected to
be around 9%.

For 1985-1986, douors asked to consider:

WP
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a) larger preportion of quick disbursing aid available
under non-project programs (to help sustain upward trend
in net aid flows and support B of P rising investment
levels);

b) priority support for social sector projects;

c) placing greater emphasis on private sector support
through financial intermediaries. Pakistan expected
increase of some 37% in external assistance disbursement
and this was largely due to continuing dialogue between
GOP, donors and financing agencies re: streamlining of
appraisal, approval and disbursing policies.

The Pakistan-Donor Aid Task Force had been constituted and
progress had been made on its recommendations on project
appraisal and implementation. Agreement had been reached on
a number of substantive issues relating, among others, to
project planning/approval, budgeting, procurement, and
training programs.

E. DISCUSSION

Members welcomed return to representative form of government,
and appreciated adoption of Three Year Friority Program as an
appropriate measure to maintain strategies/policies/
priorities of Plan.

Urgent and concerted effort for domestic resource
mobilization stressed in view of drop both in worker
remittances and savings role. More information and timeframe
asked for measures such as tax reform, self-financing of
public sector enterprises, deregulation, elimination of
subsidies, and increased user charges.

Members called for:

a) basic change in trade regime as well as investment
incentives to increase/diversify exports and promote
efficient import substitution for meeting worsening
trade balance and widening current account deficit;

b) full/swift utilization of available capital inflows,
stimulation of export receipts, and encouragement of
domestic savings;

c) progress in the area of strengthening human resource

base as spending in social develcpment field (especially
education and health) were below Plan target levels; and
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d) acceleration of the slow rate of progress in
implementation of GOP population welfare program

e) continuing aid from international community co meet
refugee burdens

and reviewed special development and Enforcement Plan
for Opium Producing Areas (SDEP).

The discussion was followed by commitments pledges by members
of the Consortium.



USAID COOPERATION WITH OTHER DONORS
General Briefing Document: 0/PRO

USAID/PAKISTAN

I. OVERVIEW

USAID is one of the three largest donors in Pakistan: the other
are the Wo.ld Bank and Asian Development Bank. USAID has the largest
technical staff of any donor in Pakistan. The World Bank maintains an
office for technical and liaison purposes. USAID cooperates with these
banks in both the financing of projects and the conditionality
attached to them. In addition, U.S. Directors at the World Bank and
the Asian Development Bank request the USAID Mission to comment on all
proposed projects at various points in the project development
process, particularly regarding policies and private sector
participation.

II. PAST AND PRESENT DONOR CCOPERATION

A. Joint Funding

USAID is co-financing several projects with the World Bank and the
Asian Development Bank, most prominently in the irrigation and energy
sectors. Joint financing for rehabilitating the irrigation system
through the ISM/IRM projects is working reascnably well, but progress
is slower in improving policies and procedures. Still, this
cooperation has contributed to greater recognition by host country
officials that some attention must be given to policy issues if long
term meaningful reforms are to occur in the irrigation system.

The World Bank and USAID both are financing on farm water
management projects. USAID developed this concept in the 1970s. It
has proved effective in reducing water losses and is popular with
farmers. The two donors have worked together to increase the
contribution of farmers to these improvements.

Joint USAID/World Bank efforts are applied on a sector basis as
well as for individual projects. Work underway by a USAID contractor
in the areas of irrigation operation and maintenance funding and cost
recovery was planned with World Bank participation. It is being used
by the Bank as a basis for a policy dialogue on all water sector
activities. Two USAID contractors are also playing major roles in
planning of the Bank's next irrigation rehabilitation project
(ISRP-II).

USAID and the Asian Development Bank are jointly financing the 400
MW Guddu combined cycle electricity generating plant. Each donor is
financing two gas turbines and generators; the Asian Development Bank
is financing the waste heat recovery boilers and generators while USAID
is financing the design and engineering costs. This project has
progressed well and is a good example of co-financing in terms of
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infrastruccure pirujacts. However, it does not contain significant
policy conditionality.

Both the World Bank and Asian Development Bank are planning and
considering additional joint financing with USAID in the energy field.
The ADB is considering financing a project similar to the Power
Distribution component of USAID's Rural Electrification Project, which
aims to rehabilitate and raise the efficiency of the distribution
system. ADB's successful experience of adding $140 million to the
USAID-designed Guddu plant probably is responsible for this serious
consideration. The World Bank will add $5 million to the ENERCON
project where USAID provided initial funding, and may fund a thermal
power rehabilitation project ($100 million) which USAID consultants
are designing. Both the World Bank and Asian Development Bank are
following the Lakhra coal and power project very closely and may
participate in the funding of it.

B. Conditionality

1. Actual Experience

The World Bank's recently implemented Energy Sector Loan und
the donors' energy coordination neeting in Islamabad in September 1985
are outstanding examples of close donor collaboration and reinforcement
of policy conditionality. USAID is helping the GOP to meet some of the
sector requirements through its other assistance activities. For
example, the reorganization of the power sector will be based in part
on studies carried out by USAID-financed consultants in the Rural
Electrification project. Similarly, the loan's requirement in energy
conservation and planning will be met by USAID financing for ENERCON
and ENERPLAN. The issue of coal imports is being looked into by a
feasibility study financed by the Canadian Govermnment,

Some conditions in the Worid Bank's proposed Agricultural Sector
Loan have been based on conditions in USAID projects or have been
developed by USAID. The loan's requirement for at least 60 percent of
fertilizer distribution to be carried out by the private sector is a
condition that USAID has in one of its projects. The proposed
conditions for a reduction of the fertilizer subsidy and for higher
water user charges build upon previous World Bank conditionality and
are fully supported by USAID.

2. Potential Cooperation

USAID has followed closely the progress of the World Bank's
proposed Industrial Sector Loan and the substitute Export Promotion
Loan. Although USAID has no projects exclusively in the industrial
sector, we have expressed our views on these subjects to a limited
degree in the PL-480 Title I program and the Agricultural Equipment and
Commodities project.

Tariff reform was to be a part of the proposed, and now defunct,
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Industrial sSectu:r Loan. We believe that this subject is too impovtant
to drop or delay u.und will urge the World Bank and Asian Development
Bank to ke.p the pressure on the GOP. Pakistan's protected industries
need to be exposed to competition so they will become more efficient
and be abla2 to compete internationally. Large industrial investments
should be as useful for this purpose as a sector loan. USAID will do
what it can to cooperate by grant funding, for example, studies on the
subject. We may try to establish some conditionality regarding tariff
reform, but it would be more limited than what the MDBs can do.

Efforts at deregulation, privatization and divestiture still are
in the formative stage within the GOP and the donor community. Out
thinkirg has evolved in several industries, particularly fertilizer and
edible o0il. We expect the pruoposed World Bank and Asian Development
Bank Oil Seed projects to have strong conditions on policy reform as an
example of coordination and muttal support among the donors.

Both USAID and the World Bani have been urging the GOP to
eliminate various subsidies, especially for wheat, atta, fertilizer and
edible 0il. These subsidies need to be reduced both to improve the
fiscal situation of the Government and to improve economic efficiency
o7 pricing commodities at levels that ceflect their true domestic
-esource cost or imported cost. We would lock to conditionality being
a major part of any further lending in the industrial and agriculture
sectors.

The World Bank has been working with the Covernment of Pakistan on
electricity tariffs and petroleum and natural ga2= pricing, both at the
wellhead and to the consumer. USAID has suppcrted these efforts and
expects that the scheduled price increases w:ill continue te occur.

III. USAID Post 87 Polivy Initiatives

USAID is planaing a new multi-year program of assistance to
Pakistan teo begin October 1, 1987. This program will be for a specific
amount of dollars and is expected to be related to policy reform. We
expect to hold annual meetings that will transform objectives into
specific targets that can be used to make disbursements. Of course,
some of the disbursements will be met through a continuation of
traditional projects, but the larger share may consist of commodity
imports and dollar transfers based on policy changes or other
performance targets. This emphasis will require very close cooperation
among USAID, the World Bank and the ADB in order to support each
other's policy discussions and avoid conflicts. Any weakening of one
donor's resolve in its conditionality will effect the ability of others
to negotiate policy reform associated with assistance. Therefore we
need to coordinate closely in setting real achievable objectives and
sharing our understanding of problems.

The sectors in which USAID would like to see continuing progress
are agriculture, energy, the social sectors and general macroeconomic
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management . In pacticular, we would like policy changes to bring about
increases lu domestic resource mobilization, price deregulation,
reduced government intervention in management decision making, and
tariff reform. In the agricultural area we would like to continue
distribution and price deregulation, irrigation system cost recovery
through water user charges, more private food storage and distribution,
and greater private sector participation in the delivery of
agricultural services.

Energy sector initiatives include greater utilization of domestic
energy resources, increased self financing of energy investment,
institutional reform, and greater private participation in energy
development and operations.

Primary social sectors objectives would be to reduce the
population growth rate and to focus health care on child survival to
reduce infant mortality. There may be some role for us in primary
education, especially of females.

We look forward to continuing the cooperation of the past and even
increasing it in the future.
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ANNEX H

Economic Assistance to Pakistan, 1982-1987 (Actual)

and 1999-1993 (Planned), Compared
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ANNEX H

UNTTED STATES FISCAL YEAR 1982 10 1993
{(Hiltlions of United States Nhollars)
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SECTUR SUMMARY !

. Agriculiure & Rural Dev.

. Energy & Eavironment

. Health, Population & Nutrition
. Human Resource Davelopment

. Area Development

. Other Projects

NN B W N —

TUTAL ESF/DA PROGRAED/PRUPOSEND
PL 480 TITLE I

S SRR S ZESEZRE=ZXZZS=SSsZ IS SSE=Z=SZ=Zz==Z=====
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GRANT TOTAL:

SECTORAL DETAlL:

Agriculture & Rural hevelopment
~-0n-Farm Waler Manaqement
-Irriqalinn System lanagement
-Agriculture Commaditias & Equip.
~-Forestry Planning & Development
~Foond Securily tlanaqement
-Aqricultural Research
-Transformation & Inteqration of
he MWFP's Provincial Aqg. Network
~-Hanagement of Aqricultural
Research and Technology
-Agricultural Sector Suppori Project
-Supporting Provincial Aqricultural
Production

FY 1982 - FY 1987 ,__
PYanned Percenl of
Total fotal Hor Lgage
6597.00 45.50 406,70
343.50 26.18 201.50
15h.05 11.99 8.95
25,00 1.9] .00
90.60 5.90 45.40
100 .00 7.62 10.00
1312.15% 100.00 513,55
309,00
1621.15 673.55
597.00  45.50 10670
10.00 0on 0D
55.90 24.10
411.00 H4.0n
18.00 7.00
27.00 B.00
3.20 .00
33.00 780
720.00 10,00
.90 291.10

_fY e - FY 1993
Prapased Total Perce
Adds-on Demand Total

315.50 752.20 34.4
435.00 H36.50 29.2
223.05 237.00 10.9
205.00 205.00 9.4
7287.00 3331.40 15.3
.00 10.00 0.4
1500.55 2174.10 100.n
480.00 484,00
1980, 55 2654.10
15,50 752.20 3.6
.00
140,00 154,10
.00 64.00
17.00 21.00
.00 .00
Nt 00
18, 50 41.00
N0 10.00
.00 291,10
150.00 150,00




Energy:

-Rural Electrification

-Lakhra Coal Power Generatijon
-Energy Planning & Developuent
-Energy Commodities & Equipment
-Private Sectlor Power

-Large Scale Power

Health, Population_& Nutrilion:

-Population telfare Planning

-5ocial Marketing of Contraceplives

-talaria Control-11

-Primary Health Care

-Cnild Survival

~Commercial Humanilarian Initiatives
in the Private Seclor

-DeveTopment Support Training
-Educational vevelopment »
-Lahore Universily of Management
Sciences

-Institutional Excellence

Area Development:

-Tribal Areas Development
-Baluchistan Area Development
-North-tlest Frontier Area
Uevelopment

-Road Resources Management

-Reqional Infrastructure Improvement
-8UFP Initiative

Other Seclors:
Project Desiqn & lmplementation
Balance of Payment Support/SOF

PL-480 Title [:

56.05
65.05
20.00
41,00
30.00

25,00
25.00

90.60
22.00
35.40
31.00

2.00

100.00
20.00
80.00

309.00

11.89

6.90

7.62

* Subject to later decision: see CUSS Lext for details.

J01.50

111,50
60.00

8,95
.95
.00
.00
L)
.00
.00

A4y.00

.00
.00

.00

.00
.00

3.410
22.00

41.00
200,00
35.00
10,00
10,00
-371.10

480,00




ANNEX I

Quality of Life Indicators, as shown in
"Highlights fo the Draft Five Year Plan (1988-1993)",

Government of Pakistan
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ANNEX I

QUALITY OF LIVE INDICATORS
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1. Literacy
Number (Million) 16.1 21.3 33.8
Percentage 7.0 30.0 40.0

2. Primary Education

Number enrolled (Million 6.8 9.3 13.9
Boys 4.6 6.1 8.0
Girls 2.2 3.2 5.9
Percentage of primary-age
Population 52.5 63.5 80.0
Boys 68.5 79.5 89.0
Girls 35.5 45,7 70.0
3. Infant Mortality (age 0-1)
Per thousand 98.5 50.0 6J.0
4.Life Expectancy:
NHumber of years 58.6 61.0 63.0
5. Access to Clean Water
% of total population 38.0 53.0 82.0
% of rural population 22.0 45.0 75.0
% of urban population 77.0 80.0 95.0
Access to Sewerage Facilities:
T ot Lolal population 16.0 23.0 114.0
% of rural population 4.0 10.0 30.0
% of urban population 48.0 52.0 70.0
6. Availability of Electricity:
% of total population 27.2 35.2 47.0
7. Availability of Telephones:
(Number Million) 0.4 0.7 1.3
¥ of total population 4.1 6.7 13.6
Urban 3.2 5.2 10.8
Rural 0.9 1.5 2.8
I-1




ANNEX J

Projeet Activity Description for the 1982-1987 Program
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SUMMARY FACT SHEETS
ON
USAID FUNDED

PROJECTS AND PROGRAMS,

1982 - 1987*

*Funding levels shcwn are total planned and do not necessarily reflect actual
obligations made during FY 1982 ~ FY 1987 period.
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FUNDING LEVEL:
DURATION:

AGENCIES:

PROJECT GOAL:

HIGHLIGHTS
UNDER FY82-87
PROGRAM:

AGRICULTURAL COMMODITIES AND EQUIPMENT

$475 Million

Started: April 1982; Planned Completion Date:
January 1991

MAIN IMPLEMENTING Ministry of Food and Agriculture; Cotton Export

Corporation; Provincial Irrigation Departments;
Qther GOP Agencies

To increase the productivity of the agricultural
sector through the provision of commodities and
equipment, and to provide balance of payments
support.

PLANNED OUTPUTS: Procurement of commodities and equipment worth

$475 million for both private sector and public
agencies.,

-- Provided foreign exchange support to Pakistan
throughout the FY1982-FY1987 period;

-~ Provided 626,000 tons of fertilizer valued at
nearly $135 million; another 250,000 tons
will be provided soon at a cost of
approximately $52 million;

-- Provided irrigation machinery and assorted
other agriculture-related equipment valued at
$80 million;

-- During an unexpected cotton shortfall in
1984, provided on short notice 56,600 bales
of cotton valued at $24 million

-- During an unexpected wheat shortfall in 1985,
arovided on short notice 565,100 metric tons
of wheat valued at $99 million;

-- Provided $50 million for private sector
imports of agriculture-related commodities
and equipment,
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STRENGTHENING OF AGRICULTURAL RESEARCH IN PAKISTAN

—

FUNDING LEVEL:
DURATION:

MAIN IMPLEMENTING
AGENCIES:

PROJECT GOAL:

PLANNED QUTPUTS:

HIGHLIGHTS UNDER
FY 82-87 PROGRAM:

$27.8 Million
Started: June 30, 1969; Completed: June 30, 1985

Pakistan Agricultural Research Council, Islamabad;
Provincial Agricultural Research [nstitutes and
Agricultural Universities.

To establish a functioning centrally coordinated
program of agricultural research for major agricultural
commodities; to increase agricultural production, and
improve the income of small farmers.

Organizational and implementation of National
Coordinated Research Programs on important agricultural
commodities; provision of technical support to
researchers; establishment of a Nationally Coordinated
Agricultural Research Planning System.

-- The National Agricultural Research Center -
[slamabad constructed, equipped, furnished and
staffed;

-- 197 research scientists/administrators trained
abroad;

-- Agricultural research ecuipment worth 4.4 million
supplied;

-~ 12 nationally Coordinated Agricultural Research
Programs started;

-- Research findings on wheat and maize tested on farms
and disseminated to farmers;

-- Networks with U.S. and international research
institutes established (CIMMYT, IRRI, U.S.
Universities and USDA)..
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FUNDING LEVEL:
DURATION:

MAIN IMPLEMENTING
AGENCIES:

PROJECT GOAL:

PLANNED OUTPUTS:

HIGHLIGHTS UNDER
1982-87 PROGRAM:

ON-FARM WATER MANAGEMENT

$18.4 Million; Rs 28.4 Million
Started: Qctober, 1976; Completed:June, 1987

Federal: Water Management Wing
Provincial: On-Farm Water Management Directorates

To increase agricultural production, improve farm
income and establish public and private sector
capabilities to deliver on-farm water management
services including improvements of irrigation
watercourses, precision land leveling, and
improvement of crop and water management practice

Improvement of 1,320 watercourses; 75,000 acres
precisely leveled; improved provincial capabiliti
to deliver and to coordinate water management
services; 50 OFWM field teams established; and
6,400 government personnel and farmers trained.

-- 1,319 watercourses improved;

-- 74,857 acres precisely leveled;

-- Financed overseas training and study tours for
156 government employees;

-- Financed incountry training courses for 8,723
government employees and farmers;

-- Four training demonstration farms (one in each
province) established;

-- 54 OFWM field teams established;

-- Four OFWM training centers (one in each
province) established and capabilities develop
in each center to plan, design, and conduct
required training courses;

-- Management capabilities of training centers,
provincial directorates, and federal water
management wing enhanced by the developmient an
installation of management information systems

-- A modern functioning media center also having
capability to serve as a project resource cent
established.
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FUNDING LEVEL:
DURATION:

MAIN IMPLEMENTING
AGENCIES:

PROJECT GOAL:

PLANNED OUTPUTS:

HIGHLIGHTS
UNDER FY82-87
PROGRAM:

IRRIGATION SYSTEMS MANAGEMENT

$90 Million

Started: June 1983; Planned Completion Date:
February 1991

Ministry of Water and Power; Provincial
Irrigation Departments

To assist the GOP and the four provincial
irrigation departments to rehabilitate
deteriorated surface irrigation and drainage
systems, and to improve Pakistan's institutional
capacity so that reliable and eguitable water
supplies are available for irrigated agriculture.

4,000 kilometers of canals and drains
rehabilitated; 1,000 agricultural demonstration
plots established; 20,000 acres of farm land
precisely leveiied; 1,990 field staff and 5,000
water user association members trained; 6
provincial irrigation workshops remodelled;
1,000 water user associations established; 7
command water management sub-project offices
established.

-~ Rehabilitated approximately 4,000 kilometers
of canals and drains;

-~ Established 7 command water management
sub-project offices in all four provinces and
initiated command water manaijement activities;

-- Financed improvements valued at $5.7 million
in more than 580 watercourses throughout
Pakistan;

-- Provided $50 million in computers, vehicles,
heavy machinery and other equipment to
provincial irrigation departments;

-- Upgraded and equiped six irrigation workshops
(Bhalwal, Moghalpura, Multan, Jamshoro,
Quetta, and Peshawar);

-- Introduced computer-aided design techniques
in provincial irrigation departments;

-- Financed long-term overseas training for 30
participants and short-term overseas training
for 111 others;

-- Provided in-country training for nearly 3,000
participants.

~
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FUNDING LEVEL:
DURATION:

MAIN IMPLEMENTING
AGENCIES:

PROJECT GOAL:

PLANNED QUTPUTS:

HIGHLIGHTS
UNDER FY 82-87
PROGRAM:

FORESTRY PLANNING AND DEVELOPMENT

$25 Million -

Started: August 1983; Planned Comnletion Date:
August 1991

Inspector General of Forests; Pakistan Forest
Institute; Provincial Forestry Departments.

To increase Pakistan's energy supilies and move
toward energy self-sufficiency, and to reverse
the deforestation process.

Demonstration of tree crop management on 24,000
acres of privately-owned farm and range lands
leading to the production of 50 million cubic
feet of fuelwood and 2.5 million cubic feet of
timber; improved management of about 2,400 acres
of forest plantations and development of 400
acres more in Sind leading to production of two
million cubic feet of fuelwood and one million
cubic feet of timber; training for more than 400
forestry and related professionals; training for
20,000 farm families in on-farm tree crop
management techniques; drafting of comprehensive
federal and provincial farm and energy forestry
development plans.

-- Provided $3 million in machinery and heavy
equipment for provincial forestry
organizations;

-- Provided $300,000 in research equipment and
cormputers for Pakistan Forestry Institute in
Peshawar and provincial forest research
stations;

-- Initiated field work in all provinces,
including establishment of twenty nurseries
and plantations of more than 300 acres;

-- Initiated construction of student hostel at
Pakistan Forestry Institute, to be completed
by summer 1988;

-- Supported curriculum development at Pakistan
Forestry [nstitute;

-- Funded participation of more than 35
Pakistanis in long-term training courses
overseas and more than 50 Pakistanis in
various in-country training programs.
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TRANSFORMATION AND INTEGRATION QOF NWFP'S \
FUNDING LEVEL: $35.5 Million
DURATION: Started: August 1984; Planned Comgiction Date:

September 1992

MAIN IMPLEMENTING NWFP Agricultural University; University Grants
AGENCIES: Commission

PROJECT GOAL: To hel p the Government of Pakistan and the
provincial government in its efforts to
integrate agricultural research in the NWFP with
agricultural education at the university level,
improve the quality of education and research at
the university; and strengthen linkages with
agricultural extension through a
problem-solving, farmer-oriented outreach
approach.

PLANNED QUTPUTS: Enroliment increased to 935 students; more
efficient and effective applied research program
implemented; Learning Resource Center
established and equi pped; Agricultural
University staff increased; campus physical
facilities expanded; outreach program
established; teaching and examination system
improved; administration network improved; and
degree training provided for 65 staff members,

HIGHLIGHTS -- Provided farm equipment, scientific
UNDER FY82-87 equi pment and 7,000 books valued at $2.0
PROGRAM: million to Agricultural University;

-- Established computer lab, provided computers
for provincial research stations, and trained
56 staff members in computer use;

-- Initiated research station' improvement
program, including provision of new equipment
and facilities;

-- Conducted outreach grograms involving 372
farmers;

-- Enrolled 33 professionals in Tong-term
advanced degree programs and provided
short-term overseas training for 35 teachers
and researchers;

-- Completed construction plans for new library,
learning resources center, auditorium,
hostels, faculty housing and other campus
buildings, with construction expected to
begin in 1988 and be complete by 1991, valued ,
at $20 million, S
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MANAGEMENT OF AGRICULTURAL RESEARCH AND TECHNOLOGY

FUNDING LEVEL: $30 Million

DURATICN: Started: August 1984; Planned Completion Date:
September 1990

MAIN IMPLEMENTING Pakistan Agricultural Research Council [PARC);
RGENCIES: various provincial institutions,

PRQJECT GOAL: To strengthen Pakistan's capacity to undertake
research and apply technology in agriculture.

PLANNED OUTPUTS: 40 farming systems research studies completed;
246 professionals trained abroad and 4,705
trained in-country; multi-media center and
training institute established; provincial
agricultural research institutes equipped for
improved research and field operations; improved
coordination among federal and provincial
agricultural institutions.

HIGHLIGHTS -- Providing $4 million in research equipment to
UNDER FY82-87 provincial research institutes;
PROGRAM: -- Establishing and equipping audio visual

Studio at Natijonal Agricultural Research
Center (NARC) in Islamabad;

-- Establishing new training institute at NARC;

-- Established farming systems research program
at Pakistan's agricultural universities and
provincial research institutes;

-~ Strengthened Arid Zone Researcr [nstitute
(AZRI) in Quetta, including prcvision of
computers, vehicles, and laborztory and field
equipment;

-~ [nitiated research program at AZRI, including
farmer-oriented research in eight communities
and support for improved range management in
8aluchistan;

-- Supported collaborative research program
between [nternational Wheat and Maize
iMprovement Center (CIMMYT) and PARC,
resulting in provision of new germplasm to
enable Pakistani scientists to research high
yielding disease resistance plant varieties
as well as various other activities;

-- Provided short-term overseas training for 80
people and developed plans for providing
long-term overseas training for 90 others.
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FUNDING LEVEL:
DURATION:

MAIN IMPLEMENTING
AGENCIES:

PROJECT GOAL:

PLANNED OUTPUTS:

HIGHLIGHTS
UNDER FY82-87
PROGRAM:

\

FOOD SECURITY MANAGEMENT

$35 Million

Started: August 1984; Planned Caompletion Date:
June 1990

Ministry of Food and Agriculture; Statistics
Division; Survey of Pakistan; Provincial Food

and Agricultural Deparcments; Provincial
Agriculture Research Institutes and Universities.

To improve the analytical and policy formulation
network, the managerial capabilities, and the
physical capability of GOP agencies to manage
the national food security system effectively
and efficiently.

National area sampling frame (NASF) established;
economic analysis network (EAN)
institutionalized; 62 economic and policy
studies completed; 2,536 personnel trained;
storage facilities for 750,000 metric tons
rehabilitated; 12 pest control/grain storage
research studies and bulk storage study
completed.

-~ Financed policy and sub-sector studies on a
wide variety of agriculture-related topics
including sugar, wheat rationing, irrigation
systems operation and maintenance,
cooperatives, farm management, farm
mechanization, grain storage rehabilitation,
and pest control;

-- Provided in-country training for more than
400 people through a series of computer
workshops, seminars, and applied economics
courses;

-- Financing long-term overseas training for 10
participants and short-term training or
observation tours for at least 45 others;

-- Completed new sampling frame methodology for
improving agricultural statistics-grathering
in two districts and initiated implementation
activity in two others.
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AGRICULTURE SECTOR SUPPORT PROGRAM

FUNDING LEVEL: $300 Million

DURATION: Started: September 1987; Planned Completion Cate:
September 1993

MAIN IMPLEMENTING Ministry of Food and Agriculture.

AGENCIES:
PROJECT GOAL: To provide balance of payments support while laying
the groundwork for sustained agricultural growth.
| PLANNED OUTPUTS: -- Sector Support Grants: Balance of payments

support with equivalent 'generation' of rupees to
be used for agricultural development projects.

-- Commodity Import Program: Financing fertilizer
and other agriculfure-related commodities and

equipment,

| -- Training and Technical Assistance: Training for
private and pubTic sector personnel as well as
technical assistance in agriculture-related areas.

HIGHLIGHTS UNDER The program was only recently initiated.
FY82-87 PROGRAM:
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RURAL ELECTRIFICATION

FUNDING LEVEL: $340 Million, Rs. 24 Million

DURATION: Started: September 1982; Planned Completion
Date: September 1992

MAIN IMPLEMENTING Water and Power Development Authority (WAPDA)
AGENCIES:

PROJECT GOAL: To strengthen the organization, staff and

' management capabilities of WAPDA's distribution
i function including commercial, financial,
technical, and administrative policies, methods
and procedures; and to assist the GOP to provide
reliable and efficient electric service in rural
areas, reduce voltage fluctuations and
loadshedding.

PLANNED OUTPUTS: 185,000 residential, 17,000 commercial, 7,700
tubewell, 4,500 community and 1,500 industrial
customers connected; 28,638 persons trained; |
training institute constructed; 2-5 warehouses
constructed; 2-5 rural customer service centers
constructed; assistance provided in developing
national rural electrification master plan; 900
MW combined cycle power plant constructed at

Guddu.
HIGHLIGHTS -- Completed first phase of 900 MW combined
UNDER FY82-87 cycle power plant plant at Guddu, adding 400
PROGRAM: MW to national power grid;

-- gstablished Distribution Training Institute
in temporary facilities in Lihore, initiated
plans for constructing permanent facility in
Islamabad;

-- Developed comprehensive dist=ibution
personnel training plan and >rovided
in-country training for 30,020;

-- Provided $6 million computer system and
introduced computer-aided planning and design
program at WAPDA;

-- Procured $8 million in commodities for feeder
rehabilitation and energy loss reduction
program at WAPDA.
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FUNDING LEVEL:
DURATION:

MAIN IMPLEMENTING
AGENCIES:

PROJECT GOAL:

PLANNED OUTPUTS:

HIGHLIGHTS
UNDER FY82-87
PROGRAM:

ENERGY PLANNING AND DEVELOPMENT

$105 Miliion

Started: July 1983; Planned Completion Date:
July 1990

Ministries of Finance and Planning, Petroleum and
Natural Resources, Water and Power, Science and
Technology.

To strengthen the GOP's capability to collect
and analyze data on energy resources, sectoral
demand, and economic and social factors; support
GOP and private sector to develop coal and other
energy resources; and introduce energy
conservation technologies.

National energy analysis group established; 18
special energy studies and 3 coal resource
assessments completed; national coal exploration
plan developed; 3 coal analysis facilities
improved; 150 preliminary and detailed energy
audits completed; industrial and other sectoral
energy demand and supply data system
established; national energy conservation
program established; feasibility studies for
coal mining and coal fired power generation
completed.

-- Completed feasibility study for 1,050 MW
Jamshoro power plant;

-~ Completed feasibility study for Lakhra coal
mine and power plant;

-- Assisted in establishment of energy
conservation program and center (ENERCON) in
Islamabad;

-- Assisted in establishment of Energy Wing
within Ministry of Planning to undertake
national energy planning;

-- Completed nearly 8,000 meters of coal
drilling and analyzed almost 150 coal samples;

-- Discovered Pakistan's thickest coal seam (600
feet deep, 20 feet thick in Sonda-Thatta
area);

-- Established National Geodata Center with
Geological Survey of Pakistan;

-- Completed nation-wide coal briquetting survey;

-- [mpiemented Pakistan's first national coal
conference, attracting more than 500

Nalesohsas oy -y
K rstan—ana—me :5.
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ENERGY COMMODITIES AND EQUIPMENT

FUNDING LEVEL: $100 Million
DURATION: ?tgrted: August 1984; Planned Completion Date: February
989

MAIN IMPLEMENTING Ministry of Planning and Development; 0il and Gas

AGENCIES: Development Corporation (0GDC); Water and Power
Development Authority (WAPDA), Karachi Electric Supply
Corporation (XESC); Geological Survey of Pakistan (GSP);
Pakistan Mineral Development Corporation (PMDC); Pakistan
Council of Scientific and Industrial Research (PCSIR);
Hydrocarbon Institute of Pakistan (HDIP).

PROJECT GOAL: To provide balance of payments support and to contribute
to energy production from indigenous resources and energy
conservation. )

PLANNED QUTPUTS: Reduction in energy waste in private and public sectors;
direct mitigation of balance of payment problems by
increased use of indigenous coal, oil, gas, and renewable
energy resources; transfer of energy related technologies.

HIGHLIGHTS -- Provided $11.3 million in electric power equipment to
UNDER FY82-87 WAPDA and KESC;
PROGRAM: -- Provided $8 million in 0il and gas exploration

equipment to 0GDC;

-- Provided $4.5 million in scientific research and
laboratory equipment to PCSIR and $2.7 million in
scientific research and laboratory equipment to
Hydrocarbon Development I[nstitute of Pakistan;

-- Provided $8.1 million in coal exploration and safety
equipment to Geological Survey of Pakistan;

-- [nitiated procurement of additional computers, drilling
consumables, and other energy-related items valued at
$19.3 million.
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NORTHWEST FROMTIER -AREA DEVELOPMENT

FUNDING LEVEL: $31 Million

DURATION: Started: August 1983; Planned Completion Date:
December 1983 '

MAIN IMPLEMENTING NWFP Planning and Development Department; NWFP

AGENCIES: Special Development Unit; NWFP Project
Coordinating Unit; United Nations Fund for Drug
Abuse Control (UNFDAC).

PROJECT GOAL: To support GOP efforts to change the economy of
Gadoon-Amazai and other major poppy producing
areas of the NWFP from one based substantially
on poppy cultivation to a diversified

| agricultural and non-agricultural system with

strong ties to the national economy.

PLANNED OUTPUTS: Gadoon Component: 5,500 rssidents trained in
marketable skills; 33 miles of roads built; 150
miles of paths and feeder roads built; 375 acres
of land irrigated; 30 villages electrified; 27
potable water systems constructed and 28 others
repaired.

i UNFDAC/Dir Component: Introcduction of improved

; crup varieties, including 270,000 fruit

saplings; establishment of Natural Resource

Training Center; power supply to 4,000 families;

20 mini hydel schemes initiated; '75 drinking

water schemes and 20 irrigation schemes

completed; 142 kilometers of roads built.

HIGHLIGHTS -- Completed construction in 18 miles of roads,
UNDER FY82-87 construction underway on 32 additional miles;
PROGRAM: -- Electrified six villages;

Constructed 12 schools, construction underway

on 31 others;

-- Completed 3 potable water supply systems,
construction underway on 40 others;

-- Planted more than 600,000 trees of all
varieties, including nearly 80,000 fruit
trees;

-- Trained more than 1,000 residents in a
variety of marketable skills.

-- [nitiated implementation activities in Dir,

including establishment of 290 model

orchards, provision of 280,000 fruit
saplings,Lgnd initiation of construction of

HE—hrkimgwater—suppty schenes:
W
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FUNDING LEVEL:
DURATION:

MAIN IMPLEMENTING
AGENCIES:

PROJECT GOAL:

PLANNED OUTPUTS:

HIGHLIGHTS
UNDER FY82-87
PROGRAM:

TRIBAL AREAS DEVELOPMENT

$24 Million

Started: September 1982; Planned Completion
Date: September 1990

Pakistan's States and Frontier Region Division;
Federally Administered Tribal Areas Development
Corporation; NWFP Provincial Planning and
Development, Communication and Works, Local
Government and Rural Development Departments.

To support the continued economic development of
the region by strengthening the capability of
government institutions to implement development
programs in tha Tribal Areas and to construct
basic infrastructure.

140 Kilometers of roads constructed; 5
watercourses improved; 20 tubewells installed;
22 irrigation schemes constructed; 20,000 acres
of new agricultural land developed; at least 26
rural development projects completed; computer
capability of five implementing agencies
enhanced; overseas training provided for 12
persans,

-- Completed 25-kilometer Sadda-Marghan road;

-- Completed 13 rural development schemes,
including primary schools and health
facilities;

-- Completed Go Go Wam irrigation scheme in
South Waziristan and Marghan irrigation
scheme in Kurram Agency;

-~ Initiated construction on five other
irrigation schemes as well as 35 kilometers
of roads;

-- Provided heavy construction equipment valued
at $750,000 to provincial Communications and
Works department;

-- Provided overseas training for four water
engineers;

-=- Provided 12 computers to various implementing
agencies.
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BALUCHISTAN AREA DEVELOPMENT

FUNDING LEVEL: $45 Million

DURATION: Started: August 1984; Planned Completion Date:
December 1989

MAIN IMPLEMENTING Departments of Planning and Development,
AGENCIES: Communicaticn and Works, and Irrigation and
Power, Government of Baiuchistan.

PROJECT GOAL: To help the Government of Pakistan and the
provincial government in its efforts to
accelerate the integration of the Makran
Division of Baluchistan into the socio-economic
mainstream of Pakistan and to improve the
quality of life through improving roads, water
and agricultural infrastructure and
strengthening provincial and divisional
planning, management and human resources.

PLANNED OUTPUTS: 110 Kilometers of roads paved; 900 Kilometers of
roads improved and properly maintained; 600
kilometers of roads rehabilitated; 95 karez
wells improved; 47 small dams anc one medium
size dam constructed; 144 waterccurses improved;
4,175 acres land levelled; 50 incividuals
trained overseas; 273 individuals trained
in=country.

HIGHLIGHTS -- Completed design work for 101 kilometer
UNDER FY82-87 Bela-Awaran road and signed $:7 million
PROGRAM: contract with local firm to begin

construction immediately;

-- Completed design work for Ketch. River bridge
and approach road to Turbat and signed $5
million contract with local firm to begin
construction immediately;

-- Constructed 20 two-room primary schools in
ilakran Division;

-- Completed deep well drilling for 12 karezes;

-- Providing overseas training for 50 students
from Makran.
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ROAD RESOURCES MANAGEMENT

FUNDING LEVEL: $43 Million

DURATION: Started: June 1987; Planned Completion Date:
December 1992

MAIN IMPLEMENTING Federal Rural Development Engineering Cell of
AGeNCIES: Ministry of Local Government and Rural
Development; Sind Planning and Development
| Department; Sind Local Government and Rural
Development Department; National Transport
Research Center of the Ministry of Planning and
Development; District Councils in 13 districts
in Sind.

PROJECT GOAL: To improve road resources management and make
the transportation sector more efficient in
Pakistan.

EXPECTED CUPUTS:  Improved system of roads maintenance established
in all 13 rural districts of Sind;
rehabilitation of 3,300 kilometers of district

; roads and construction of over 650 kilometers of

! new roads; improved system for the management of

! financial resources established; training

provided for more than 750 participants;

establish and demonstrate effectiveness of a

"maintenance first" road management policy in

Sind. |
!
‘ HIGHLIGHTS Project activities have only recently gotten underway, !
UNDER FY82-87: including: :
PROGRAM: -- Contracting for long-term technical services;

i

| -- Inventory of all district roads in Sind;

’ -- Establishment of project office in Karachi;
-- Procurement of project vehi:les.
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MALARIA CONTROL II

FUNDING LEVEL: $41 Million, Rs. 21 Million

DURATION: Started: May 1982; Planned Completion Date:
September 1988

MAIN IMPLEMENTING Directorate of Malaria Control; Provincial Healtn
AGENCIES: Departments; National Institute of Malaria
Research and Training.

PROJECT GOAL: To reduce incidence of malaria in Pakistan.

PLANNED QUTPUTS: 21 million malaria cases avoided; 669 personnel
trained; one training facility purchased,
equipped and staffed; 50 urban malaria control
programs launched.

| HIGHLIGHTS -- Contributed to avoidance of an estimated 21
| UNDER FY82-87 million malaria cases, containing what would
. PROGRAM: otherwise have become » major health problem

; in Pakistan,

-~ Provided 13,650 metric tons of insecticide
valued at $33 million for anti-malaria
spraying operations covering 16.2 million
households and 80% of the "at risk"
population;

-- Supported establishment of National Institute
of Malaria Research and Training (NIMRT) in
Lahore for malaria operational research;

-~ Supported establishment of malaria case
detection centers at health facilities in
selected urban municipal corporations;

-« Trained 272 doctors and 7,356 in malaria
control techniques and strategies in a
variety of in-country and overseas programs.
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FUNDING LEVEL:
DURATION:

MAIN IMPLEMENTING
AGENCIES:

PROJECT GOAL:

PLANNED QUTPUTS:

HIGHLIGHTS
UNDER FY82-87
PROGRAM:

PRIMARY HEALTH CARE

$30 Million

Started: September 1982; Planned Completion
Date: March 1989

Pakistan's Federal Ministry of Health: Provincial
Departments of Health; National Institute of
Health

To improve the quality and expand the coverage
of primary health care services in the rural
areas of Pakistan.

Revised health workcr training curriculum; 13
health technician schools and hostels
constructed and equipped; 25 percent increase in
number of female health technicians; medical
officers trained in management; functioning drug
inventory and health information systems; oral
rehydration therapy campaign undertaken;
commodities and training provided to support
national immunization program.

-- Eight health technician training schools in
Sind and Punjab nearing completion (Attock,
D.G. Khan, Sialkot, Bahawalnagar, Jhang,
Mirpurkhas, Hyderabad, Sukkur);

-- 1,715 health technicians trained and postad,
40 percent of whom are female;

-- Provided management training fo~ 531 medical
officers

-- Provided orientation to 434 in-service health
technicians on delivering preveantive services;

-- Provided $5.2 million dollars of commodities
for Pakistan's Expanded Program in
Immunization (EPI);

-- Distributed two million oral renydration
Teaf lets nation-wide;

-- [nitjated management information systems for
basic health services program and control of
diarrheal diseases program;

-- Revised curriculum for teaching mid-level
health workers,

x
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POPULATION WELFARE PLANNING

FUNDING LEVEL: $74 Million

DURATION: Started: August 1982; Planned Completion Date:
September 1989

MAIN IMPLEMENTING Population Welfare Division, Ministry of
AGENCIES: Plari:ing and Development.

PROJECT GOAL: To strengthen the government's population
planning, evaluation, research, motivational
and logistic capabilities and perfcrmance.

PLANNED QUTPUTS: 401 staff trained; one supply logistic manual
drafted; two facilities constructed and
equipped; 52 workshops and seminar: completed;
11 studies and surveys completed; 34,000
outlets supplied with contraceptives.

HIGHLIGHTS -- Supported establishment of a new Nationatl
UNDER FY82-87 Institute of Population Studies (NIPS) in
PROGRAM: [slamabad

-- [nitiated construction of new warehouse for
Population Welfare Planning Division in
Karichi;

-- Initiated planning for constructing modern

| research facility for Nationa! Research

| Institute for Fertility Control I{NRIFC) in

, Karachi;

! -- Assisted in providing high-qui:lity, modern

| contraceptives for family planning outlets

throughout the country.
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SOCIAL MARKETING OF CONTRACEPTIVES
FUNDING LEVEL: $20 Million
DURATION: Started: March 1984; Planned Completion Date:
September 1989.

MAIN IMPLEMENTING Population Welfare Division, Ministry of

AGENCIES: Planning and Development.
|
: PROJECT GOAL: To increase contraceptive usage by promoting

family planning and expanding the availability
of contraceptives through the private sector,

|

|

i PLANNED OUTPUTS: Support for establishment of an effective social
! marketing network; 54,000 retail sales outlets

§ for contraceptives throughout the country.
|
|
{

HIGHLIGHTS -- During relatively brief period of actual
UNDER FY82-87 project implementation, supported development
PROGRAM: of social marketing network that now covers

40,000 retail outlets throughout the country;

-~ Provided large numbers of a safe,
high-quality, low-cost product to a wide
spectrum of consumers in Pakistan.
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DEVELOPMENT SUPPORT TRAINING

FUNDING LEVEL: $40 Million; Rs. 66.0 Million
DUKATION: Started: April 1983; Planned Completion Date:
March 1990
, MAIN IMPLEMENTING Economic Affairs Division; Establishment
| AGENCIES: Division; Provincial Planning and Development
Departments.
PROJECT GOAL: To strenthen management and technical expertise

involved in the planning, development and
‘ implementation of Pakistan's social and economic
| development programs.

|
| in the public and private sectors for those
I
|

PLANNED OQUTPUTS: 1,825 individuals trained in Pakistan; 154
individuals trained in third countries; 807
individuals trained in U.S.; 19 intensive
English Language programs completed; and 16
training institutions strengthened.

HIGHLIGHTS -- Provided in-country management training for
UNDER FY82-87 2,500 in public and private sector;
PROGRAM: -- Provided English language training for 450;

-- Provided training in United States for more
than 2,500 Pakistanis;

-- Provided training in other countries for more
than 1,000 Pakistanis;

-- Strengthened training programs at 16
institutions, including Management
Association of Pakistan, Pakistan Audit
Department, Lahore Graduate School of
Business Administration, Pakistan Institute
of Management in Karachi, and National
Institutes for Public Administration (NIPA)
in Karachi, Lahore, Quetta, and Peshawar,
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PROJECT DESIGN AND IMPLEMENTATION FUND

FUNDING LEVEL: $30 Million, Rs. 29.7 Million

DURATION: Started: March 1982; Planned Completion Date:
September 1991

MAIN IMPLEMENTING Economic Affairs Division (EAD), Ministry of
AGENCIES: Finance and Economic Affairs; USAID

j PROJECT GOAL: To assist in developing, designing and
implementing development projects and programs
to promote economic stability and self
sustaining growth.

PLANNED OUTPUTS: 30-35 project papers and 35-40 development
strategy studies, analyses and assessments.

HIGHLIGHTS -- Financed design or redesign of 23 projects;
UNDER FY82-87 -- Financed special policy-related studies in
PROGRAM: such areas as edible oils, fertilizer,

poultry, and primary education;

| -- Provided computers to Ministry of Planning

i for monitoring and implementation purposes;

| -- Supported GOP planning and implementation

i activities in several areas, ranging from
narcotics awareness campaigns to assistance

in dealing with technical problem at Hub

Chowki Power Plant,
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PL-480 TITLE I PROGRAM (FY1982-FY1987)

L

FUNDING LEVEL: $309 million
DURATION: ?tarted: March, 1982; Completed: June
987.

MAIN [MPLEMENTING AGENCIES: Ministry of Industries; Ghee
Corporation of Pakistan: Trading
Corporation of Pakistan; Ministry of
Commerce.

PROJECT GOALS: -- To provide a needed food import
consumed by the ent-re population;

-- To help the Government of
Pakistan save an equivalent
amount of foreign exchange;

-- To supply the Government of
Pakistan with local currency
equal to more than 1% of its own
total revenues, helping to
finance critical projects in
agriculture, irrigation,
population and education;

PLANNED OUTPUTS: The importation each year of edible
oil equal to about 15% of Pakistan's
annual edible 0il imports.

HIGHLIGHTS UNDER -- Full utilization of $309 million
FY82-87 PROGRAM: provided under the program;
-- [Importation of approximately
643,000 metric tons of edible oil;
-- Approximately Rs.4.5 billion
accrued to the Government of
Pakistan to help finance
significant development
activities in such -areas as
agriculture, irrigation,
population, and education.
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ANNEX K

AID CENTRALLY FUNDED ACTIVITIES

Although not large in monetary terms compared with the bilateral
program, centrally-funded activities out of AID/Washington were useful
at various times in supplementing or supporting activities initiated by
the Mission. This was especially true in the NGO sector, where
centrally-funded mechanisms such as the Matching Grants Program and
Child Survival Grants Program were able to support activities which
ordinarily would have been difficult if not impossible to fund directly
out of bilateral funds. Centrally-funded activities were also
important in the population sector throughout the period. The total
value of these programs appears to be on the order of $6 million.

One Matching Grant through the Agha Khan Foundation (U.S.A)
provided $1 million to the Agha Khan Rural Support Program (AKRSP) for
three years (September 1985-October 1988) to support their innovative
program focused on isolated mountainous areas ir Chitral, Gilgit, and
Baltistan. Similarly, $770,000 was provided tarough the Child Survival
Grants Program through the same organization for three years (September
1987-0October 1990) for Agha Khan Health Service activities, also in
Chitral, Gilgit, and Baltistan.

Other beneficiaries from Child Survival Grant programs included
the Salvation Army World Service Office (SAWSO), which received one
grant of $580,000 for a three-year program (September 1985-October
1988) focused on child survival activities in Karachi, Khanewal,
Hyderabad, and Ghazipur, followed by another grant of $767,000 for
three years (September 1987-October 1992) to upgrade health and
management skills and improve the effectiveness of child survival
outreach programs Lahore, Faisalabad, Jhang, Khanewal and Hyderabad.
Similarly, the Adventist Development and Relief Agency (ADRA) received
$140,000 to support their child-survival programs in the slum areas of
Karachi, again over a three-year program (September 1987-October 1990).

Coordination in Development (CODEL), an American NGO, received
$345,000 through the Matching Grants program which in turn was
channelled to three separate NGO projects, two sponsored by Technical
Services Associates (TSA) based in Lahore and a third sponsored by the
Memorial Christian Hospital in Sialkot. The TSA activities included
support for Pakistan's only PVO-operated agricultural research station
as well as a craft center for the blind. The Sialkot project entailed
funds for an innovative community health program based out of Siakot
which was subsequently praised by the President of Pakistan as a model
for others to follow.

Numerous centrally-funded grants relating to population were
important throughout the FY 1982-FY 1987 perisd and helped strengthen
activities promoted under the bilateral Population Welfare Planning
Project. Such support was provided through several institutions,
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including the Pathfinder Fund ($200,000), Family Health International
($121,000), Family Planning International Assistance (approximately
$400,000), University Research Corporation ($18,000), Westinghouse
($84,000), The Futures Group ($81,000), and the Association for
Voluntary Surgical Contraception ($400,000). Activities funded
through these various organizations included training, research, and
the strengthening of local NGOs. Especially noteworthy was the
extensive work carried out in support of population initiatives
undertaken by NGOs, an? in helping to institutionalize the NGO
Coordinating Council. Other activities included support for Pakistan's
Contraceptive Prevalancy survey and funding for a series of RAPID
presentations to the President and high level officials in the federal
government as well as in provinces.

In a similar fashion, centrally-funded grants in health were used
at different times to support activities under the Primary Health Care
project. Examples here include funding through Technologies for
Primary Health Care (PRITECH) and under the Applied Diarrheal Disease
Research (ADDR) program for child-survival and ORS-related programs

Centrally-funded WID support provided through the International
Center for Research on Women (ICRW) and under the Gender Resource
Awareness in National Development (GRAND) activity have already been
referred to in another section of this report. 1In addition, technical
assistance offered under a centrally-funded program through the Harvard
University Graduate School of Education played a role in the latter
par~ of the program in establishing links with the Pakistan Academy for
Educational Planning and Management, particularly in looking at policy
concerns and establishing baseline information.

Finally, Pakistan successfully accessed for the first time funds
from two other centrally-funded programs during the FY 1982-FY 1987
period, American Hospital and Schools Abro:cd (ASHA) and the Program in
Science and Technology Cooperation (PSTC) through the Office of the
Science Advisor. The ASHA grant entailed $500,000 in FY 1986 for the
Nancy Fulwood Memorial Hospital in Sahiwal. The PSTC grant involved
$150,000 in FY 1987 for research in pistachios based at the Pakistan
Council of Science and Industrial Research (PCSIR) in Lahore. (Another
PSTC grant of $144,000 to the Grain Storage Research Laboratory in
Karachi was awarded but not accessed due to the departure of the
principal investigator). Pakistani research also benefitted from two
Board of Science and Technology for International Development (BOSTID)
grants offered through the National Academy for Sciences. One such
grant went for plant research in saline environments out of the Nuclear
Institute for Agriculture and Biology in Faisalabad, the other for
research in respiratory infections in children out of the National
Institute of Health in Islamabad.
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ANNEX L

A NOTE CN AFGHAN REFUGEES IN PAKISTAN, 1980-1987

Throughout the FY1982-FY1987 program, Pakistan played host to the largest
refugee population anywhere in the worid--as many as three million
Afghans, representing perhaps a fifth of the total Afghan population.
About 75 percent of the Afghans found refuge in the Northwest Frontier
Province (NWFP), 20 percent in Baluchistan, and 5 percent in the Punjab.
Several thousand also lived in Karachi, Pakistan's largest city.

Although some refugees 1ived independertly in Pakistan's urban areas,
most were placed in some 300 camps sprecd throughout the NWFP,
Baluchistan and Sind. The costs to Pakistan of this large refugee
ppulation--in roliticar as well as economic terms--were considerable.

The bilateral U.S. economic assistance program to Pakistan was

pur posefully kept separate from the considerable efforts on the part of
the U.S. and other donors to provide refugee relief. The UNHCR
coordinated the overall internatiunal assistance effort, monitoring
program implementation by the Government of Pakistan (GOP) as well as
participating internal donors and Private Voluntary Organizations
(PYOs). It also initiated a series of self-help projects in cooperation
with the World Bank to provide employment for Afghans while repairing
some of the environmental damage caused by their presence. Working
closely with the UNHCR, the World Food Program (WFP) coordinated pledges
by international donors for commodity relief and monitored their delivery
and distribution. Finally, more than 40 international PY0S, including
many from the United States, were involved in various refugee relief
programs throughiinut Pakistan.

The United States emerged as the major international supporter of this
array of refugee relief efforts, providing well over $500 million between
FY1980 and FY1987 (including contributions through excess foreign
currency accounts). Throughout the period, the U.S. provided about 30
percent of UNHCR's program budget in Pakistan. The more than $300
milifon in commodities provided through PL 480 Title Il programs
represented about 40 percent of all commodities provided. Finally, a
number of PV0s (Catholic Relief Services, Church World Service,
International Rescue Committee, Salvation Army, Americares Foundation,
Experiment in International Living, Mercy Fund, Pakistan Red Crescent
Society) received support for their programs from the U.S.
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U.S. ASSISTANCE 70
AFGHAN REFUGEE RELTEF PROGRAMS,
T FYTYBO-FYTUE7F

American LICROSS/

Year UNHCR WFP ICRC PV0s PRCS GopP
FY1980

TS 5.000  31.880 300 - -

(Rs.)  3.800 - - - 1.000

FY1981

TS 30.000  39.271 1.000  .962 - 8.000
(Rs.)  2.600 : . 1.13) 1.000 -
FY1982 |

TS 24.150  70.620 650 1.075 - -
(Rs.) 3.000 - 220 - 1.000 -
FY1983

TS 23.000 37.294  1.000 1.127 -

(Rs.)  3.500 - 500 - 1.000 -
FY1984

TV 20.100 42.190  1.461  1.137 . 0.302
(Rs.) 3.800 - 750 - 1.000 -
FY1985

T3 19.655  40.590  1.926  1.794 - .
(Rs.)  3.281 -200 750  .524 801

FY1986

T 15.113  25.525  1.007  2.008 - -
(Rs.)  3.544 - 728 .670 .649 -
FY1987

37  17.428  37.503  1.000 1.970 - -
(Rs.)  7.108 i 1.185  .894 .689 -
TOTAL

T3 154.445 324.873  8.3844 10.073 - 8.302
(Rs) 30.633 200 4.163  3.219 7.139 :

*Dollars or Equivalent in Millions Rounded

Acronymns:

WFP:
ICRC:

UN High Commission for Refugees
World Food program
International Committee of the Red Cross

LICROSS/PRCS: League of Red Cross and Red Crescent Socfeties/

GO?:
03034

Pakistan Red Crescent Society
Government of Pakfstan
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TOTAL

£1.980

83.964

100.745

67.421

70.740

69. 521

49.244

67.777

551.392
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COUFTRY DATA - PARISTAM
AREA POPULATION pLugITY
803,943 km2 99.2 million (wid-1988) 12} per km2
PUPUTATION CRARACTERISTICS HEALTY (198%)
Crude birth rate (per “000) 42 Population per physician 3,480
Crude Jeath tate {per “000) 11 Population pecr hoepital bed 1,800
Tatant wortality (per "000 live bicths) 119
INCOME DISTRIBUTION (19719) ] RIBU [v] KO OWNESSMIP
T uf national income, higheat quintile 461 I owvned by top 10T of owners .
lovast quintile 7.8 % ovned by emallest 10X of owners .
AULESS TO SAFE WATER (198)) ACCESS YO ELECTRICITY {1973)
T of population 34.6 I of populstion -~ ucrban 34
] - rurasl $
NUTRITION (1982) EDUCATION “2!4!
Calorie availability as I of requicrements 99 Adult literacy rate 2 24
Per capits protein intake 65 Primary school enrollment 1 49

GNP PER CAPITA IN 1984; U3$380 /g

LEUSS NATIONAL PRUDUCT IN 1985/86 /b ANNUAL BATE OF GROWTH ,%, .ont.eue pruces) [v
Uss #illiea 2 1962/70-1974/75 1913/7¢-1960/8} 981782 1902/83 1981/84 1984/85 1903/8¢
GNP at market prices 34.92 100.0 1.5 7.1 5.7 8.6 4.9 5.8 6.0
Groas dowestic investment 5.82 16.7 -5.% 4.1 16.1 6.1 3.0 10.2 10,4
Grosa natiocoal saving 4.59 13.2 -2.1 6.7 8.8 29.¢ 6.4 -2,9 1.3
Curreny account balance ~1.24 -3.5 . . . . . . '
Exports of goods, N¥S/¢ 3.79 10.9 -3.5 7.3 -6.8 N.é ~4.3 0.2 3.0
leports of goods, NI8/¢ 7.21 20.6 ~1.1 5.8 -1.9 13.5 1.8 5.3 3.0
OUTPUT, LABCR FORCE AND
PRODUCTIVI IN
Laploysd
_—Valus Added Labor Force /4 N, &, Pag Vorker

Agriculture 7,388 15 14.0 52 528 A8
Induetry [g 7,975 1 S.7 2 1,399 12
Services 14,226 Y ) ) 1,964 1

Total/Average 29,699 100 27.0 100 1,100 100
COVERNN ANC

e Cantral Govergment [f Iederal Govacument
(s billion) L of GO (Ba billion) I of GDP _
1303/86 [  1983/86 1381/82-1983/06 1983786 [x 1385/86 1905 [H2-1985/8¢

Cutcent receipts 9.7 17.0 16,7 72.) 1.7 13.1
Current expenditures 110.1 20,9 18,9 14,4
Current surplue -20.4 ~3.9 -2.2 -10.8 -2.1 -1.3
Capital espenditures [} 49,7 9.4 8.9 A1) 7.8 7.3
External sasistence (aet) 20.1 3.8 3.5 20,1 3.8 3.3
i[x Based on Uorld Bank Atlss wethodology end calculsted st sn sversge of 1980-82 prices and exchange rates. Al}

other converaions to doliars in this teble ere st the average exchange rate prevailing during the pariod
covered.

[t Provieional,

[g Trom netionsl accouo®s. Growth velues se calculated ia 1980/8) rupees.

[d Projection for (98%/8s.

{¢ lncludes manufacturing, mining, conatruction snd electricity snd gas.

Lf Coneolldeted revenues and sxpenditures of Pederal and Provincisl Govarnments (escluding Federsl-Proviacisl
Goverament trensfers).

(g Bevised budget date.

Lh tacluding principal repayments of forsiga loans. Cepital expenditures os defined in govermment budget include

certaia curremt expenditures aleo.

January 1987
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COUNTRY DATA - PARKISTAR
o }
1977/78 122079 1979/80 19280/8] 198]1/87 1982/8) ]198)/84 1984/83 198
(Re dillion)
Foney and queei woney /b 63.7 18.8 92.4 104.8 116.5 146.0 163.3 18).9 21
Bank credit to public sector 43.3 54.9 61.8 70.9 79.7 9.3 106.3 128.5 1.
Bank credit to privete sector 6.5 30.3 36.2 2.9 51.8 32.08 78.3 9.2 | &
(percentages or index aumbers)
, Money and quasi money es 2 of COP 3s.7 39.8 38.9 na 3.2 40.3 39.0 J9.t :
Consumer price index (1975/76=100) 120.% 128.3% 142.2 159.8 175.8 183.7 199.0 213.9 2
Ansual percentage changes in:
Conasvmer price index 1.9 6.7 10.7 12.4 10.0 L% ] 8.3 1.5
Senk credit to public eector 10.8 2.2 12.6 18,7 12,4 19.8 11.3 20.9
Bank credic to privete sector 18.2 15.1 18.7 18,7 1.0 21.2 8.7 17.8 :
BALAKCE OF P NTS S8 EXP GIRG -]9¢
1981/82 1983/8) A 1984/85 )983/°¢ U8y million
(Us$ willion)
Etxporte of goods, WIS 3,052 3,480 3,526 3,32 3,880 Raw cotton 306.8
tuporte of goods, WFS £.619 6,653 1.12) 1.187 1,230 Cotton yarn 251.0
Cottom cloth 313.5
Resovurce gap (deficit = -) -3,627 -3, 178 -1,39? -3,861  -3,3%0 Qice 318.2
All other cowmodities 1.482.)
Interest payuente -433 A28 ~A71 ~482 ~478
Total 2,67).8
Vorkers” remittsnces 2,224 2,888 2,107 2,048 2,99
Other factor psywents (net) b1 157 00 192 ~4
Net tranefers P 1 2 22 P -
Salence on current account -1,33% ~537  -1,0M1 -1,60% -1,23% EXIRRRAL DEDT, DECYMBER 1983
Direct foreign investwant . . . . .o
Ret MLT borrowing/c Uss
Disbureements 1,102 1,613 1,246 1,492 1,930
Amortization -492 -417 491 _-3 Pudblic dedt, iacluding gusranteed 10,
Sub-total 610 1,199 754 9w 1,084 Ron-guerenteed private dedt /B —.
Tramssctions with DOF/4 358 426 -13 -84 -8 Total owtetending end diadursed 10,
Other iteme n.e.i. /¢ 318 33 112 -269 62
Iecresse in reserves (incresse=-) 249 -1,102 180 -1,0%9 -2%54 DEBT SERYICK BATIO FOR 1985/86 /i
GCroes reserves (end year)/f 809 1,911 1,711 672 (}. ]
Petrolewm importe /g 1,710 1,587 1,490 1,363 1,078 Publie debt, lncluding gustanteed
Petroleum exporte [g 194 ] L1 b1} n Non-gusrenteed private dede
Totsl
BATE OF EXCRANGE 1MD/IDA_LEMRIRG (Dacombax {903)(USY
Throwah Mey 11, 1972 Irow Mey {2, ~Teb, 1sm0
0331 = Rs 4,7619 Uss) = %e¢ 11.00 Outotanding snd disdureed 434,93
Re 1 = U890.21 Re 1 = U8%0.09 d $17.9
Outstanding {acluding undiebursed 1,051.9
Izom Pab, 16, 1973-Jey, 7. 1982 Prom July 1901-Jyne 1983 /§ Frow July 1983-Juse 1993 /1 TFroe Julv §993-Juse 1986 /§
Froe July 1908-Jyne 1705 /i Proe July 1983-June {906

Ussl ~ me 16.1
Re 1 = Us99. 04

Uset = Re 15,16
Re 1 = US30.06¢

USSl = Re 12.79
Re t = U8$0.078

Ussl = ke 13.40
e 1 = U890.074

0891 = Re 10,39
ke 1 « UC*1.09%

UsS 1 = s 9.9
Re 1 = Usd0.10

Provieionel.

Mouetary statiotice of Pohieten heve been fully adjusted for demonetized notes, devalustion snd reveluation of the rup
from June 30, 1975, Oasts for 1974/13 frow Stete Penk sources are not strictly comparable with INP estimetes for esrli
Pablic, publicly guars.teed ond privete borrowing.

1neluding Truet Pund,
tacluding met shert-terw borrowving, evrors end owiseions end forelga currency deposite.

Sncluding gold recerves of adout 1.8 willion troy ounces,

Crude and derivetives.

Nen-gusronteed privete dede onrvice ie negligible.

Ratie of sctusl debt service to emports of goods, non-{actor detvicee and werkere” remittences; debt service doee not
short-ters or INP cherges,

Bfective Jenuary 0, 1982, the rupee Lo to de memaged with refevence te ¢ weighted bdaoket of currescite.
enchange vote ohowm in vie-s-vis USS for the period shown,

The everege

E. EERRERR FF

s Bot evailedle.

Jenuery 1907
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PACISTAN - ECONORIC INBICATORS Couatry Groupt .
Country nase 1 Pakintan

Amagz
Nid-198 Pogulation (sils.) " Pogi Lot}
1986 Por Capata GNP in USHs 0 T Date Preparsd:  Septesher 1987
A. Shares of Gross Dossstic Product ). Grasth Ratas (1 par aanus)
(froa curremt price datd) (frce comstant prica data)
1%3 1973 1990 1. 1188 1984 1943-73 1973-00 1990-83 13 1189
fross Dossstic Product ¢.p. 100.0 1000 1000 100.0 100.0 100.0 LN .4 [N 0.3 1.2
et Indirect Tazes 7.4 ST N I K BT X BN [N . . . - .
Mriculture 3.2 n.a u.3 .3 2.1 a.0 4.7 .0 1.1 1.1 [N}
lctastry [ NY 19.9 3.0 p-N | 5.0 .3 b 02 5.1 1.0 1.4
(o} wbich Ranu’acturisg) 13.4 HR | 15.8 1.1 1.7 13.3 b2 5.1 10.1 [ 8] b3
Services %.9 u.2 1. Q2.2 2.4 Q2.3 5.4 b2 (] 0.0 1.1
Resource Jalante -8.3 2.0 -l -l -1 N2 . ‘e . . .
Esgorts of BFS 8.3 13.4 12.3 1.4 10.8 12.0 5 .2 5.0 -0.2 1.1
Iagorts of SNFS 4.8 18,2 3.3 3.0 4.1 2.2 1.3 1.1 2.3 1.1 1.9
Total Eapenditures 100.3 102,89 NLS e HAY O 102 40 53 3.4 1! 3.4
Total Consusption 0.1 .9 7.2 9.3 95.0 12.2 5.1 [ 3.3 (N ) 2.3
Private Cossusptios .1 7.3 ;3.3 8.4 3.2 8.4 5.0 87 Lé 5.9 1.2
Seaeral laverseast 10.8 1.4 .9 12,0 1.9 10.4 82 40 10.3 [N} 1.3
Sross Bosestic Javestamat 0.3 12,9 8.2 174 17.3 6.4 0.1 4.0 3.4 10.7 1.3
Fized Invastoemt .3 11.4 17.4 13.2 15,4 15.1 -1.b (%) [ ] 12.9 .
Changes 1 Stock 0.1 1.3 0.0 1.9 1.7 L7 . . . . .
brons Domsstic Saving 1.1 10.1 (%] 5.3 5.0 1.9 2.2 -5.3 [N} 1.0 3.t
Mot Factor [ncose -0.4 0.7 (%} [ ] (% 5.3 . e . . .
Mot Curront Transfers . 2.9 %0 10.0 e 10.1 . e . . .
Gross Mational Saving e 13.7 2.9 .4 0.7 2.4 1.0 1.0 1.3 ° -0.¢ [T}
In aillions of LCU's boIng 173 180 1904 113 1184
lat constaat 1190 prices) sem- bt Rt bl e
Poss Deamstic Product 103 102 pa' | i) 7] b 1Y) 5. 5.4 [ Al 1.2
Capacity to lagort 20 3 0 b 7 n 1.9 .7 0. 1 1.4
Torns of Trade Mjustaest 4 31 0 1t 1o -1 . o . . .
fross Dosestic lacose 10 148 Al m n3 2 5.1 5.2 3.3 .. 5.1
Srosy Mational Product 104 104 -1} 30 b} p ) 3.9 (% [ 1.1 (B
Grose Natiesal Incone 108 187 -] 100 ™ {1 3.3 53 1.9 1.3 i
------------- ~~{1990 = 100} Inflation Rates (1 p.a,)ememcncenee
C. Price Indicos 1190 1182 1193 1984 1963 19859 1063-73 1973-80  1980-3¢ 1% 1984
Consuser Prices 1IFD 40} 100.0 12,3 1202 1309 1304 1300 47 12.9 0.2 1.3 “!
Belesale Prices (IFS 63) 100.0 1210 10,0 1302 1A . [N 12.9 1.4 1.7 .
laplicit 0P Deflater 100.0  120.7 2.0 1. 100 10 [N } 12.7 [N 5.5 4
leplicit Capenditures Deflater  100.0 127.0 1309 1.0 15.0 li.} 4.1 12.0 9.0 3.4 (% ]
0. Other Ingicaters 1968-73 1173-00 1990-09
Irewth fates (2 p.o.2 e p * prelinnary data
Pegulation 3.0 i1 L1
Lber Farty 2.3 3.3 2.3
Oroes Notiessl Incoss p.2. .2 b 8} .4
Private Consmmption p.c. 1.9 3.3 1.3
lapart Elastitity
lparts (MFS) / WP (@) 42 1.7 0.4
fargisal Lavinge Mates:
Grons Ustimal Saving . .. 10.4
Iross Demsstic Living .3 ol .3
ICRR (paried sveragess 5y A 8] 7
Bare of Total 1S w 1% 199%
Laber Farce im — - . o—ne
Myicaiters " 7.0 " %.4
Iadastry 18.7 17.0 18.7 16.0
Servites 1.4 w4 N.7 1.4

Tetal 100.0 100,00 1W.0  1N.0




PAXISTAR - ECONOMIC INDICATORS

[ETE
Yeluse Index {1990 » 1002 Value at Curreat Frices lailliens U8}
€. Nerchandine Exports 190 1992 1903 1" 1S 1fe 190 1 1993 1°s iy I
L cottm {] 1.2 104 L e 2%.0 13 ) 308 13 r. b
Mcs 100 1.2 3 el 5.0 120.7 (77 m ™ 2 be ] 3
Catton Yore 100 5.7 1.2 8Ly 126 157.8 2 1)) n m €2 rYy
Cotten Cloth 100 107 1.0 1217 126 1313 bl m m e 38 b )]
Haswfasctwoe 1007 1206 1491 1329 1346 143
Rber bryerts 1533 1 1544 1He 14 148

tokal Merchasdise Lxparts FOB 108 1% 1266 N 1LY 1S /2 BN U Y W m

F. Nerchandise leports

food ne m Y] m 3 !
POL ind Other Eneryy 100 3.9 "we 107 3.9 8.3 1080 1403 1507 1% 1343 107
0thor Inperts Ins U713 (111 3% LY "1
Othor Consuaer foods

Qthor Intorsediate Boods

Capital Boeds

Tetal Morchandise lagorts CIF 100 120.3 1203 1259 1300 147 m taro 4103 (L1 ] ey S0

. Torsn of Trage 11990 = 100) 190 m % 184 1993 19849

conn e - sone conas ———-

Rerch. Experts Price [nimx 100.0 0.1 "3 S b 5.6 7.8 p * prelisinary dats
Ferch. [mports Price lndex 100.0 .3 "1 %W.1 1.4 (B}
Nerchandise Torns of Trade 100.0 "1 1.9 0.1 %0 112.4

USs eillions tat curremt prices)s

N. Dalance of Payeents 1990 12 1193 1984 13 1%
Exports o Boods ané W3 by -] 3053 3620 348 Br{ B ]
Nerchasdise (FOB 32 BN 33 Y W mwm
Non-fatter Services . (1} ] b U m m "
feperts of Seods and W3 ST (Y% J [33/) 7034 n3 213}
forchandise (FOB) e s W2 ™™ 016 [ .[]
Nen-Factor Sorvices o3 LU ”s 1060 . 12¢¢
fesource Jalance ST SuN U UM -3NS -3
Wt Facter Incose -0 =32 -120 -443 -586 -
{intorsst por NG} bl pe-l) ne i1 ] n2 .}
ot Corremt Tromsiers 182 s U} 300 1152 Jon s
{werters roeittances) 114 an b b1 i) bl a3
Corront Accoust Balasce - -1l 10 49 120 -1
Long-Tors Capital Intlme [\ ] 111 [1}] m He ™m
Hroct [nvestaset n 123 2 " " 19
Hiicial Capitel ramts . N e . v .
ot LT Loane (RS data) ”m wn s m p{1] L]
Bther LT inflome (Net) =37 -4n b1 L] ] p:-]
Total Sther Itess (Met) 107 s n m -i83 »
st Shert-tere Copital n " ™ 137 ¢ "
Capital Flows N.L.1. (] (] 0 ] (] ’
trrers ool Gaionjome n -8 -7 n -1 -12
Changes 10 lint Roserves 138 12 -1 19183 5
fist Crodit ires IWF L /] m "3 13 €S -9
Rber Soserve Dangee
{ = jeticaten ineronse) m - -1W 14 138 1 .
s hrme of B
Rossuree Solance 1.8 =9 -l -le 1.3 -10.8
Ioteroot Poyamats 1.0 " 1.4 1.0 1.0 1.4
Corrent Mrcoust Balasce 36 b -4 -2 4.1 -4
foaw wdee 1tans:

lotarest’? Resarvee fail. M0} " WM e LU ”
Roserves fmel. Gold (nil. B9 1 1 uN w1 e
ictal I-fats (LOV'o/WN) % 1S 1IN 158 1516 1SS
I, * (LU0, 1R Donn 1900 100.00 10309 M3 0170 944 TS0 -
W teilliose of crrmt WO} 20001 JOSW WM G107 3IMY 3N




PARISTAN - ECOMONIC 1NDICATORS

o A P Jefd
$haras of §0F 1) Srouth Rates 12 c.a.)
1. Judgst (Cons. Federal Gov.) 1180 1902 1983 1994 119% 1% 10 -1 1994 1183 1984e
Curront Raceipts 16.8 1.9 5.9 1.9 18.7 17.1 0.3 1.4 1.4 S.1
Curront Expenditures 15.0 14,4 1h. 1.t 1.0 1090 R 13.4 -0.3 3
Current Bugget Dalance 1.8 2.4 0.5 0.1 1.3 -0.0 1N} 13.4 (9 1.6
Capital Racaipts . . e v . v
Capita) Espostitures [N] 1.7 1.5 81 87 (R 0 -11.3 4.9 s.9
Overall Deficit 8.2 3.3 1.0 80 1.8 1.1 i1 0.1 3.1 (8 ]
Official Capital Bracts
Eaterasl Jorrowing (ast) .9 L7 L4 1.2 1.1 1.4 -14.3 <154 -L7 1030
Dossstic Non-Bank Finaacing 0.4 2.0 1.t 2.9 .7 5.0 ©100.0 =20.1 -2.4 n.g
Doaestic Bank Fisancing 27 1.7 1.7 1.9 40 L1 1.8 1.1 1218 -l
J Nat Disbursssants (USE milicns) Debt Outstanding b Disbursed (USS #il.)
i 3. Estornal Capital Flows,Dedt
asd Dedt Burden Ratios 1980 1982 1903 1994 1985 93k 1980 1982 1993 1904 11835 1984
Public & Publicly Guaraatoed LT 873 1064 230 380 U3 0l 8783 % 733 oo [T 1HrA
Official Crditors 703 20 i 08 27 (38} 1243 ue (11 047 23 10038
i Rultilatoral n 2% 120 358 p: 1) (1] 10 ua  aw my W 3400
b of mich 1308 -10 » 1 7 b1} % 330 0 pLH] o)) e 3
i of which ICA 70 142 " 123 104 13 Q! 1051 143 1254 13 154
i Bilateral [1}] 24 L}] [} 182 174 3 Y1} [ 18 [\ [* Y] 1333
' Private Credators W W e a2 - 300 T Wl oM
Suppiiors 10 -4 n 2 -] 7 10 i 134 [ }] in n
Flsascial Rarkats 138 433 -2 143 ~475 -2 A3 W (3L . ¥ e 2]
Private Nea-fuarantesd LT 1 L ] -3 -7 -4 4 i 3 3 2 r »
Total LT ”s 1072 us m 1] WS W03 N8 e (1) e W
IN ot Crodit -3 (1] mn -3 -152 -1 hi-v} 1143 1379 1261 1200 1636
ot Bart-Ters Capital ” " bz ] 1 -12¢ L) m M Y 3 m ™
Total including IW & Kat ST 139 m 192 41 -2 m W23 U39 MESYT 1 11 118
Saak 208 1M Matios 10 1982 193 14 1993 1984¢
Sare of Tatal Long-Tere 0B 9 =prelisiowry data
1. 100 as 3 of Total LN AL B B 3.5 .42 403
2, 1M as } of Tetal 9.32 102 iL70 12,34 1295 15D
3. INO0IMA as X of Tetal 13.07 1.2 1528 160 1087 1LY
Bare of Total LT Bodt Bervices
1. 100 . 2 of Tetal 5.2 4N LM 513 .43 1.0
2. 1M as 2 of Tota) 1.58 1.9 1.23 1.93 1.9¢ 2.1
S 1000104 as 3 of Tokal 30 1L (B }] (8] 1.3 9.47
W-te-Esperts Raties
1. Losg-Tors Bubbt/Csparts 92.09 5.7 38 27494 31554 20028 ..
1. I Crodit/izparts 1.7 3.3 3.9 .08 .20 .10
1. Bert-Ters Jebt/laperts 0.3 to3y 1373 1LY 2L 1w
6 LTPINPOST 20B/Esserts 32090 38264 30,07 320.% 3793 34LYY
M-t 80P Ratine
1. Leng-Tore Debt/00P W4 8 NN 32,23 Wt BN
2. I Crait/aw 1,99 b | own 3.9 4.08 L1t
3. Gert-Tere deirt/00 3.07 1.8 1.4% 1.40 20 LW
4, LI/ IWT M/ .36 N7 WG T4 W W
bt fServics/tsparts
1. Ablic b Srantond LT 1973 1.4 2% B L W0
L Privete Ren-durasstond LI (% IR N T Y M) A R N B N
3 Total LT Bebt Servics 00 103 WO 23w U 02X
4, I fpwrchasss ¢ Sorv Oy,
5. Istorout Baly @ Y Bt
6 Total (LT+[PoQY 1at.)
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TAGLE 117

TOTAL LOANS AND CREDITS CONTRACTED

{... Contd.) us s
Lending Country/ (July —Ma
Agency 1974. 1975. 1976. 1977. 1978. 1979- 1980 1981. 1982. 1983. 1984. 1985 ——--— ...
% 16 17 8 79 80 81 82 83 84 85 86 198586 !
A. Consornum tncluding
outside consortium
arrangements:
{a) Bilateral:
1. Belgium 42 43 40 48 5.0 5.2 - - o 1.2 1.5
2. Canada 54 .4 05 176 1878 213 423 126 401 16.3 25 355 57.8 571
3. France 261 646 5195 45.7 493 58.5 602 - 262 228 254 56.0
4. Germany 228 393 156 270 1089 926 353 205 526 1047 64.4 608 57
5. haly 93 717 96 106 200 328 166 15.0 234 189 215 650 621
6. Japan 230 54 8 181 745 17111 436 1075 12v1 769 17185 1313 296 288
7. Netherlands 110 312 115 - 26.7 194 149 158 128 18.7 46
8. Sweden - - - - - - - - - - - - -
9. UK. 726 - 100 189 21.2 53.0 31.4 228 AR 344 920 27.0 -
10. US. A 978 1788 248.2 564 1270 1490 584 1450 1995 1413 2564 1628 1153
{a) Repayable in
dollars - - - - - - - - R
(b) Aepayable in
local currency - - - - -
Sub-Tatal (U.S A} 978 1788 2482 564 1270 1490 584 1460 1995 1413 2564 1628 1153
11, Supphers credrts from
vataus countries
Sub-Toral la} 321.0 4511 4661 4257 5425 963 3369 3828 4789 5312 6371 4590 269 ¢
(h} Multiateral:
1. 1BRD 60.0 500 700 - - - 1385 752 1315 4330 4730 1480
2. IFC . - - - . 309 66 3.2 923 - 55.4 - -
3. IDA 820 1076 940 1222 1640 2210 1050 269.0 2288 1733 2433 1846 758
4, ADB 705 1190 736 1390 1436 1536 1383 239.0 1834 3373 3726 5791 556.8
5. IFAD - - - - 475 1.3 1.2 - 242 86 -
6. indus/Tarbela Insu.
1ance Recovery - - - 121 - - - - -
Sub-Total (h) 2125 2766 2376 2612 3076 4530 2733 6614 579.7 6668 1,1136 1,236.7 7806 1
(Consortiumn)
Sub-Total A 'a*h) 5335 727.7 1037 6869 B8%01 9493 610.21,044.2 1,058.6 1,198.0 1,750.2 1,695.7 10496 ‘
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TABLE 11.7

TUTAL LOANS AND CREDITS CONTRACTED

... Comd ) (US $ milhon)
{July - March)

1974. 1975- 1976- 1977- 1978- 1979 1980 1981. 1982 1983- 1984 1985 --—-— e
75 76 17 8 9 80 81 82 83 84 85 86 198586 19£6-87

8. Nun Cunsortium:
1. Austiig - - 1.7 06 - 1.2 - - - - - - - -
2. Ausuals - 13 103 - - - - - - - - - - -
3. Bulyars - - - - - - - - : - - - - -
4. China - 43 ~ 57 36 18 3.5 5.4 474 - 4.2 - - 1300
§. Czechusluvakid - - - - - - 26 - - - - - - 323
6. Denmuark 6.4 - - - 2.8 0.6 54 - - - - - - -
7. Germany D R. 28 26 - 06 - - - - - - - - - -
8. Kuwuait Supphers Credit — - - - - - - - - - - - -
9. Hungdary - - - -- 1.8 - - - - - - - - -
10. Potand - - - - - - - - - - - - - -
11.Romatia - - - 139 - - 456 378 - - - - - -
12.USS.A 2145 35 0.1 - 105.7 - 145 214 724 2784 - 0.2 - -
13. Yugoslavia - - - - 1.4 - - - - - - - - -
14 Switzeland - - 14 44 5.0 2.7 - 0.1 44 - - 02 0.2 -
15, Singupure - - - - - 0.2 - - - - 1.0 - - -
16.Spain - - - - - - - - - 1.7 - - - -
Sub-Tutal (B) 2236 116 136 251 1413 6.4 715 146 59.2 280.1 52 04 0.2 162.3

C. Islanue Countries:
1. Abu Dhatxs 100.0 - 13.0 400 - - - 25.2 - - - - - -
2. lrag - - - - - - - - - - - - - -
3. lan - 486 1500 - - - - - - - - - - -
4. Kuwail - 50 9 250 - 283 - 42.7 303 13.7 - - 206 206 104
5. labya 50.0 - - - - - - - - - - - - -
6. Qu'n 10.0 - - - - 6.8 - - - - - - - -
7. Saudr Aralna 975 300 0.7 - 829 260.7 14.7 - 46.4 - - - - 433
8. OPEC Fund - - 215 1.0 13.0 15.7 - - 320 - 10.0 5.0 - 36

9. tslanmic Development
Bank - - - 16.7 - 6.5 - 22.2 159 3.9 34.1 - - 144
Sub Total (C) 2575 1163 2102 67.7 1241 2898 57.4 826 1080 39 441 256 206 72.7
1ILM.F, Trust Fund - - - 478 71.2 1574 16.1 - - - - - - -
Tutal Loans 1,0146 8556 9274 8275 1,186.7 14028 7552 1,1914 1,225.7 1,482.0 1,799.5 1,721.7 11,0704 1,182.7
- b, Source: Economic Affairs Division.
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GRANT ASSISTANGE AGREEMENTS SIGNED

1975. 1976- 1977. 1978 1979. 1940.
76 77 18 19 80 8
47 76 31 27
'3 29 - . :

© 34 52 231 202 388
54 70 . 8.9 9.7 104
4 11.2 14 148 148 127
50 47 65 91 91 82
57 351 753 685 290 :
22 185 04 04 15 03
30 47 30 92 - 190
05 03 N : - .
30 30 - 87 65

1.0 . - -
. 6.2 . _ } -
139 146 1s 306 it b

568 1392 1413 1852 1406 1226

0.5 - - - -
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Table 3.12: DISBURSEMENT COF FCALEICN ASSISTANCE, 1976/77-~1985/86/a

(nillion US$)

Iten 1976/77  1977/78  1978/79 1979/80 1980/81 1981/82 1982/83 1983/84 1984/85 1985/86 [b
Coneortium 683 64 691 842 113 £39 835 883 976 1039
Project 3s1 326 438 658 43 376 457 66 122 79
lndus /Tarbels 42 5 43 39 12 5 2 - - -
Other 309 321 395 619 531 371 455 566 722 794
Nou-Project 332 238 233 184 170 263 378 311 204 338
PL-480, etc./c 91 9 50 21 66 89 80 168 78 245
Other 241 144 203 163 104 174 298 149 126 93
n-Consortium 228 292 257 267 i3 170 288 138 131 261
Project/d 98 190 161 150 133 160 288 129 131 261
Nou-Project 180 102 96 417 1o 10 - 19 - -
Totalle %61 856 348 1,409 868 809 1,123 Lo 107 1,393 .
o
T‘
/3 Excludes technical assistance.
Ib Provisiomal.
lc Includes grants and loans.
14 1981 dats include $9 willion and $7 million, respectively, from Ruvait Fund for Arab Economic Development and Saudi Fund for

Cevelopment of Tarbela Dam Project. 1982 dats include $3 million, $20 million and $3 million, respectively from Kuwsit (FAED),
Saudi Fund for Development end UAE for Tarbels Dem repairs. 1983 dato includes $5 million, $15 million and $12 million,
respectively, from Kuwait (FAED), Saudi Fund for Development and UAE for Tarbels Den repairs. 1985 and 1986 dats in r/o
Tarbels Dem Repairs from Kuwsit (FAED), Seudi Fund Development and UAE are negligible.

Lle Excludes relief assistance for Afghan refugees emounting to $61 wmillion in 1980, $111 million in 1981 and $293 millioc in 1982,
$178 million in 1983, $155 million in 1984, $150 million in 1985, and $125 million in 1986.

Source: Ministry of Finance end Economic Affairs.



ANNEX N

Bibliography




BIBLIOGRAPHY

A, Project Fapers/Amendments

"Agricultural Commodities & Equipment (391-0468)"; Date Authorized:
March 29, 1982: Amount Authorized: $60 million.

"Agricultural Commodities & Equipment lst amendment (391-0468)"; Date
Authorized: June 24, 1983; Amount Authorized: $60 million.

"Agricultural Commodities & Equipment 2nd Amendment (391-0468)"; Date
Authorized: July 16, 1984; Amount Authorized: $180 million.

"Agricultural Commodities & Equipment 4th Amendment (391-0468)"; Date
Authorized: June 13, 1986; Amount Authorized: $109 million.

"Agricultural Research Amendment (391-0296)"; Date Authnrized:
April 20, 1982; Amount Authorized : $3.2 millionm.

"Agricultural Sector Support Program (391-0492)"; Date Authorized:
Sept. 24, 1987; Amount Authorized: $300 million.

"Agricultural Commodities & ZIquipment 3rd Amendment (391-0468)"; Date
Authorized: May 22, 1985; Amount Authorized: $75 million.

"Baluchistan Area Development (391-0479)"; Date Authorized:
August 17, 1984; Amount Authorized: $40 million.

"Baluchistan Area Development Amendment (391-0479)"; Date AUthorized:
March 4, 1987; Amount Authorized: $5 million.

"Development Support Training (391-0474)"; Date Authorized:
March 15, 1983; Amount Authorized: $10 million.

"Development Support Training lst Amendment (391-0474)"; Date
Authorized: April 22, 1986; Amount Authorized: $15 million.

"Development Support Training 2nd Amendment (391-0474)"; Date
Authorized: June 16, 1987; Amount Authorized: $5 million.

"Development Support Training 3rd Amendment (391-0474)"; Date
Authorized; Sept. 20, 1987; Amount Authorized: $10 million.

"Energy Planning & Development (391-0478)"; Date Authorized:
July 13, 1983; Amount Authorized: $30 mil’ion.

"Energy Commodities & Equipment (391-0486)"; Date Authorized:
August 20, 1984; Amount Authorized: $100 million.

"Energy Planning & Development (391-0478)"; Date Authorized:
Feb. 17, 1987; Amount Authorized: $75 million.




"Food Security Management (391-0491)"; Date Authorized: May 16, 1984;
Amount Authorized: $35 million.

"Forestry Planning & Development (391-0481)":; Date Authorized:
August 11, 1983; Amount Authorized: $25 million.

“Irrigation Systems Management (391-0467)"; Date Authorized: May 5,
1983; Amount Authorized: $ 65 million.

"Irrigation System management Amer Iment (391-0467)"; Date Authorized:
Feb. 19, 1985; Amount Authorized: $ 25 million.

"Malaria Control II (391-0472)"; Date Authorized: May 11, 1982; Amount
Authorized: $41 million.

"Management of agricultural Research & Technology (391-0489)"; Date
Authorized: August 8, 1984; Amount AUthorized: $30 million.

"NWF Area Development (391-0485)"; Date Authorized: August 10, 1983;
Amount Authorized: $20 million.

"NWF Area Development lst Amendment (391-0485)"; Date Authorized:
July 5, 1984; Amount Authorized: $10 million.

"NWF Area Development 2nd Amendment (391-0485)": Date Authorized:
Sept. 26, 1987; Amount Authorized: $1 million.

"On-rarm Water Management (391-0413)"; Date Authorized: May 27, 1982
Amount Authorized: $10 million.

"Population Welfare Planning (391-0469)"; Date Authorized: May 28,
1982; Amount Authorized: $25.6 million.

"Population Welfare Planning lst Amendment (391-0469)"; Date
Authorized: March 21, 1985; Amount Authorized: $14.4 million.

"Population Welfare Planning 2nd Amendment (391-0469)"; Date
Authorized: July 29, 1986; Amount Authorized: $34 million.

"Primary Health Care (391-0475)"; Date Authorized: Sept. 22, 1982;
Amount Authorized: $20 million.

"Primary Health Care Amendment (391-0475)"; Date Authorized:
June 15, 1987; Amount Authorized: $10 million.

"Project Design & Implementation Fund (391-0470)"; Date Authorized:
March 29, 1982; Amount Authorized: $10 million.

"Project Design & Implementation Fund lst Amendment (391-0470)"; Date
Authorized: Feb. 25, 1985; Amount Authorized: $5 million.

"Project Design & Implementation Fund 2nd Amendment (391-0470)"; Date
Authorized: Feb. 16, 1987; Amount Authorized: $15 million.




"Road Resources Management (391-0480)"; Date Authorized: Feb. 12, 1987;
Amount Authorized: $43 million.

"Rural Electrification (391-0473)"; Date Authorized: Sept. 22, 1982;
Amount Authorized: $155 million.

"Rural Electrification lst Amendment (391-0473)"; Date Authorized:
May 15, 1985; Amount Authorized: $§13 million.

"Rural Electrification 2nd Amendment (391-0473)"; Date Authorized:
July 22, 1987; Amount Authorized: $172 million.

"Social Marketing of Contraceptives (391-0484)"; Date Authorized:
March 28, 1984; Amount Authorized: $20 million.

"Transformation & Integration of Provincial Agricultural Network
(391-0488)"; Date Authorized: August 22, 1984; Amount Authorized:
$35.5 million.

"Tribal Areas Development (391-0471)"; Date Authorized: Sept. 7, 1982;
Amount Authorized: $15 million.

"Tribal Areas Development Amendment (391-0471)"; Date Authorized:
August 15, 1986; Amount Authorized: $9.046 million.

B. Evaluatjons Relating To FY1982-FY1987 Program

Allen, C. Blair Interim Evaluation of the Irrigation System Management
Project (391-0467), prepared for USAID, Islamabad, March 1985.

Ashworth, J. and others, Mid-Term Evaluation of the Rural
Electrification Project (391-0473), prepared for USAID, Islamabad
by Assoc. in Rural Development, Inc. and Lee Won & Asso~. under
Contract Nos. PDC-000-I-2167-00 and ANE-0473-C-60512-00, August
1986.

Breman, Dr. Joel and others, External Review of the Pakistan Malaria
Control Program (391-0472), prepared for USAID Islamabad, May,
1983.

Byergo, Keith and others, Interim Evaluation of the Strengthening
Agricultural Research Project (391-0296), prepared for USAID,
Islamabad, October, 1983.

Catterson, Thomas and others, Mid-Term Evaluation of the Forestry
Planning and Development Project (391-0481), prepared for USAID,

Islamabad by Associates in Rural Development, Inc. under Contract
No. PDC-0000-I_13-4104-00, September 1987.

Cowper, Larry and others, External Review of the Malaria Control
Program (391-0472), prepared for USAID, Islamabad, Oct. 1985.
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Crowley, John and others, Mid-term Evaluation of the Population
Welfare Planning Project (391-0469), prepared for USAID Islamabad,
November 1984,

Felmel, Richard A. and others, Interm Evaluation of the Pevelcpment
Support Training Project (3%91-0474), prepared for USAID Islamabad
by National Association of Schools of Public Affairs &
Administration under Contract No. DAN-0000-1-00-5031-00, November
1985,

Gant, Susan, Evaluation of Participant Training Component of
Strengthening Agricultural Research Project (371-0296), prepared
for USAID Islamabad, March 1986.

Garvey, W.A. and others, Evaluation of the Rehabilitation and
Institutional Strengthening Components of Irrigation System
Management Project (391-0467), prepared for USAID, Islamabad by
ISPAN, February 1988.

Heiby, James and others, Mid-Term Evaluation of the Primary Health

Care Project (391-0475), prepared for USAID Islamabad, December,
1985.

Jafri, Haris, Normar Biller and Dan Tucker, Interim Evaluation o
Security Management Froject (391-0491), prepared for USAID
Islamabad by Robert R. Nathan Associates, February, 1988.

Jones, Earl, James Ginther and Dale Smith, Interim Evaluation of the
NWF Area Development Project (391-0485), prepared for USAID
Islamabad by Development Associates, Inc. under Contract No.
PDC-1096-1I-00-4163-00, September 1987.

LaPorte, Robert, Ralph Hi'l and Jonathan Addleton, Interim Evaluation
of the Baluchistan Area Development Project (391-0479), prepared
for USAID, Islamabad under IQC Contract No. PDC-0085-I-00-6108-00,
December 1987.

Mickelwalt, Donald, Robert Laporte and Louis Eldredge, Interim
valuation of the Tribal Areas Develo e (391-0471),
prepared for USAID, Islamabad by Development Alternatives, Inc.
under contract No. PDC-1096-I-06-4159-00, May 1986.

Painter, James E. and others, Impact Evaluation of the On-Farm Watex
Management Project (391-0413), prepared for USAID, Islamabad, June
1982.

Pines, Sharan and Steve Kinsley, A cultura od es and nt
Program Evaluation (391-0468), prepared for USAID Islamabad,
December 1982.

Roush, James L., Evaluatio Project De d ementa ur
(391-0470), prepared for USAID, Islamabad by Development
Associates, Irc. under IQC contract No. PDC-0085-1-00-6098, March
1987.
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Ruebush, Dr. Trenton, External Evaluation of the Malariz Control II
Project (391-0472), prepared for USAID, Islamabad, May 1984,

Siegel, Stanley and Others, Interim Evaluation of Agricultural

Commodities and Equipment Import Program (391-0468) and Energy

Commodities and Equipment Import Program (391-0486), prepared for
USAID, Islamabad by Development Associates, Inc. under IQC

Contract No. PDC-0085-1-00-6098-00, July 1987.

Smith, Edgar and others, Terminal Evaluation of the Pakistan Malaria
Control IT Project (391-0472), prepared for USAID Islamabad,
April 1987.

Tom, Fred, Fred Bentley and Elmer Kiehl, Interimr Evaluation of
Transformation and Integration of the Provincial Agricultural
Network Project (391-0488), prepared for USAID, Islamabad by
Devres, Inc. under Contract No. PDC-0085-I1-09-6095-00, November
1987.

C. Other Reference Documents

"1985 Policy Dialogue Summary" - United States Government Memorandum,
March 1985.

"A Country Profile Paper Highlighting Project Implementation Problems
and Experiencecs in Pakistan," Central Projects Services Office,

Asian Development Bank, Manila, December 1983.

"A US Economic Assistance Program for Pakistan after FY 1987,"
USAID/Islamabad Discussion Paper, March 1985.

"A Review of United States Development Assistance to Pakistan:
1952-80" - prepared by Jaffalyn Johnson and Associates, Inc. for
the Agency for International Developmeati.

"Action Plan" - USAID/Pakistan Program Week, April 1987.

"Action Plan" - USAID/Pakistan Program Week, February 1986.

"Additioral Notes on Post FY 1987 Program," September 1985.

"Aid Privatization Objectives in Pakistan," Unclassified Cable,
USAID/Islamabad, September 1987,

"Aid Assistance to Pakistan: FY 1982," USAID/Islamabad Report,
September 1981.

"Annual Report: 1986-87: - State Bank of Pakistan," 1987.

"Annual Work Plan" - USAID/Pakistan Program Week, March 18-22, 1985.

"Approach Paper for Planning of Post FY 1987 Assistance,"
USAID/Washington Cable, September 1985.




"Briefing Book for USAID Assistant Administrator Mr. Charles
Greenleaf,™ USAID/Islamabad, March 1986.

"Briefing Bool," Administrator M.A. Woods' Visit to Pakistan, January
1988.

"Congress onal Presentation,” USAID/Washington:
1984 Annex II: Asia
1985 fnnex II: Asia
1986 Annex II: Asia
1987 Annex II: Asia
1988 Annex II: Acia
1989 Annex I1I: Asia

A3aEad

"Country Developmen. Strategy Statement: FY 1986," USAID/Islamabad,
January 1984.

"Country Development Strategy Statement" FY 1988-93.,"
USAID/Islamabad, April 1987.

"Country Development Strategy Statement: FY 1985," USAID/Islamabad,
January 1983.

"Delays in Project Preparation and Implementation: Causes and
Remedies," Document of the World Bank Resident Mission in
Pakistan, Islamabad, January 1985.

"Economic Survey": Economic Adviser's Wing: inistry of Finance,
Government of Pakistan, 1986-87.

"Foreign Assistance Implementation in Fakistan," USAID/Islamabad
Report, October 1984.

"Highlights of the Seventh Five Year Plan": Planning and Development
Division, Islamabad, March 1988.

"Options for Post FY 1987 Pakistan Assistance," USAID/Islamabad,
December 1984.

"Pakistan Program Review," USAID/Islamabad August 1982.
"Pakistan Approach Paper for Planning Post FY 1987 US Economic
Assistance," USAID/Washington (Bureau for Asia and Near East),

September 1985,

"Pakistan Economic and Social Development Prospects”": Volumes I and
II: Document of the World Bank, February 1986.

"Pakistan Review of the Sixth Five Year Plan," Document of the World
Bank, October 1983.

"Pakistan: Sixth Plan Progress and Future Prospects," Document of
the World Bank, February 1987.




"Policy Dialogue Action Summary," United States Government Memorancum,
June 1984.

"Post FY 1987 ESF Programming for Pakistan: Outline for a White
Paper," USAID/Islamabad,, November 1985.

"Post FY 1987 Program Composition and Budget,” United States
Government Memorandum, April 1986.

"Post FY 1987 Planning," USAID/Islamabad, August 1985,

"Self-Evaluation Conference Reports," USAID/Islamabad Documents:
several from 1982 to 1987.

"Special Development Fund Program, Part One: Program Assistance
Approval Document"™ USAID, August, 1987.

"Strategic Approach to National Integration Issues and Development of
Lagging Areas in Pakistan,” USAID/Islamabad October 1987.

"The Sixth Five Year Plan: 1983-88: Planning Commision, Government of
Pakistan.

"Trade and Investment": Unclassified Cable, USAID/Islamabagd,
September 1987.

"US/GOP Discussions of Agenda for November 19-20, 1985 Post FY 1987
Economic Assistance Meetings," USAID/Islamabad, October 1985.

"USAID/Pakistan Relationship to Narcotiecs in Pakistan,"”
USAID/Islamabad Policy Dialogue Case Study Document, February
1985.

"World Debt Tables": Document of the World Bank, 1986-8, Edition.

"World Debt Tables": Document of the World Bank, 1987-88 Edition.

"World Bank in Pakistan: Review of a Relationship - 1960-84":
Volumes I and II, Document of the World Bank, January 1986.

Abdullah, Tahira, "Women's Non-Formal Education Component (NWFADP):
an Informal Assessment," July, 1987,

Addleton, Jonathan, "Policy Dialogue Issues in Pakistan: Background,
Accomplistments, Targets," Program Office, USAID/Islamabad,
July, 1985.
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An Economic and Social Analysis" Program Office, USAID/Islamabad,
March 1987.
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PERSONS CONSULTED

Meetings with GOP and Foreipn Donor Officials

Mr. Syed Nasir Ahmed
Acting Secretary
Health Division
Islamabad

Mr. Mohammad Akram

Energy Specialist, Energy Wing
Planning and Development Division
Islamabad

Mr. Munir G.M. Akhtar
former Secretary

Economic Affairs Division
Islamabad

Ms. Shamshad Akhtar
Economist

Economic Wing

The World Bank
Islamabad

Mr. Amir Yusuf Ali

Secretary

Ministry of Works and Communications
Government of Sind

Karachi

Mr. Luis de Azcarate

Chief

World Bank Resident Mission
Islamabad

Mr. Sartaj Aziz

Member of the Senate and Chief
Agricultural Advisor to the President

Special Assistant to the Prime Minister
for Agriculture

Islamabad

Mr. F. K. Bandial

Secretary

States and Frontier Regions Division
Islamabad

Miss Gulzar Bano
former Secretary
Women's Division
Islamabad



Mr. M. A. Bari

Additional Secretary (Projects)
Planning and Development Division
Islamabad

Mr. Khalid Bukhari
Joint Secretary
Ministry of Education
Islamabad

Dr. M. Yousaf Choudhry
Acting Chairman and Member
(Crops Sciences)
Pakistan Agricultural Research Council
Islamabad

Dr. Sabiha Hafeez

Head of Research Section
Women's Division
Islamabad

Dr. Mahbub-ul-Haq
Minister of Planning and Development
Islamabad

Mr. V. A. Jafarey
Governor

State Bank of Pakistan
Karachi

Mr. Aftab Ahmed Khan
Chairman
National Development Finance Corporation
(former Secretary Finance, Economic
Affairs, Def:ince and Establishment Divisions)
Karachi

Dr. M. Akmal Khan

Deputy Director General

National Agricultural Research Centre
Islamabad

Mr. M. Akram Khan
Additional Secretary (Power)
Ministry of Water and Power
Islamabad

Dr. Akhtar Hasan Khan
Additional Secretary (Budget)
Finance Division

Islamabad
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Dr. Musarrat Ali Khan

Chief, Education Section
Planning and Development Division
Islamabad

Dr. Qazi Abdus Saboor Khan

Assistant Director General
(Development and Planning)

Health Division

Islamabad

Sardar Muhammad Jaffer Khan Leghari
Member, Punjab Provincial Assembly,
Chairman, District Council Rajanpur
in Islamabad

Mr. Inam Mansur

Director (Middle East)
Ministry of Foreign Affairs
Govermment of Pakistan
Islamabad

Miss Tasneem Q. Mian

Chief, Population and Social Planning
Section

Planning and Development Division

Islamabad

Mr. Ghafoor Mirza

Joint Secretary

Economic Affairs Division
Islamabad

Mr. Igqbal Moen

Joint Secretary, External Finance
Finance Division

Islamabad

Mr. Ejaz Naik
former Secretary

Economic Affairs Division
Islamabad

Mr. Saeed Qureshi
Secretary

Economic Affairs Division
Islamabad

Dr. 6. R. Sandhu

Member (Natural Resources)

Pakistan Agricultural Research Council
Islamabad
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Altaf Hussain Shah
Air Vice Marshal
Pakistan Air Force
Defence Division
Islamabad

Mr. Arif H. Shah

Director International Programs
Overseas Development Corporation

New York

Islamabad

Mr. M. Tariq Siddiqui

Secretary

Planning and Development Division
Islamabad

Dr. Salahuddin Solaiman

Chief, Agriculture Wing

Planning and Development Division
Islamabad

Dr. S. M. Qureshi
Secretary of Education
Islamabad

Dr. Arshad Zaman

Chief Economist

Planning and Development Division
Islamabad

Mr. Akbar Zeb

Foreign Ministry

(son of the late Wali of Swat)
Islamabad

B. Meetings with US Government Officials and Contract Personnel

Ms. Tahira Abdullah
Program Assistant
Office of Program
Islamabad

Mr. Jonathan Addleton
Assistunt Program Officer
Office of Program
Islamabad

Mr. Anjum Ahmad
Preozram Manager
Office of Energy and Environment
USAID/Islamabad




Mr. Charles Bliss

Division Cuief

Office of Energy and Environment
USAID/Islamabad

Mr. Leigh Brilliant

Counselor for Narcotics Affairs
United States Embassy
Islamabad

Mr. Robert Dakan
Pakistan Desk Officer
AID/Washington

Mr. Peter Davis
Chief

Office of Program
Islamabad

Ms. Nancy Ely

Special Projects Officer
Office of Program
Islamabad

Mr. Frank Fairchild
Education Officer

Office of Human Res~urces and Development
Islamabad

Mr. James Frits

Chief of Party

Academy for Educational Development
Islamabad

Mr. Jon Gant

Chief

Office of Human Resources and Development
Islamabad

Mrs. Heather Goldman

Health Advisor

Office of Health, Population and Nutrition
Islamabad

Mr. Paul J. Guedet
Deputy Director
USAID/Islamabad

Mr. Syed Raza Hussain

Program Specialist

Office of Energy and Environment
Islamabad
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Dr. Rifaq Ismail

Public Health Physician

Office of Health, Population and Nutrition
Islamabad

Mr. T. D. Johnston

Chief

Office of Energy and Environment
Islamabad

Mr. Tunuir Khan
Program Specialist
Office of Program
Islamabad

Mr. Yusuf Mahmood

Program Specialist

Office of Project Development and Monitoring
Islamabad

Ms. Laurier Mailloux

Assistart Project Development Officer

Office of Project Development and Monitoring
Islamabad

Mr. Robert Mathia

Deputy Chief

Office of Project Development and Monitoring
Islamabad

Mr. Don Melville
USAID Regional Affairs Officer
Peshawar

Dr. Paul Mulligan
Program Economist
Office of Program
USAID/Islamabad

Mr. Robert Nachtrieb

Chief

Office of Project Development and Monitoring
USAID/Islamabad

Mr. Kent Obee
Public Affairs Officer
USIS/Islamabad



Mr. Tom M. Olson

Agricultural Economist

Office of Agriculture and Rural Development
Islamabad

Mr. Fat Peterson

Chief

Office of Agriculture and Rural Development
Islamabad

Mr. Stephewn J. Speilman
Regional Legal Advisor
Islamabad

Mrs. Enid Spielman

NGO Coordinator for Population

Office of Health, Porulation and Nutrition
Islamabad

Mr. Eugene S. Staples
USAID Mission Director
Islamabad

Ms. Asma Sufi

Program Specialist

Office of Human Resources and Development
Islamabad

Mr. F. W. Tate
Deputy Chief
Office of Program
USAID/Islamabad

Mr. Robert Traister
USAID Regional Affairs Officer
Karachi/Quetta

Mr. Dallas Voran

Project Officer

Office of Health, Population and Nutrition
Islamabad

Mr. Abdul Wasey

Project Specialist

Office of Health, Population and Nutrition
Islamabad

Mr. Zahid Zaheer

Participant Training Specialist

Office of Human Resources and Development
Isiamabad
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Former USAID Mission Personnel Providing Inputs

Mr. John Blackton
Former Chief
Office of Program
USAID/Islamabad

Mr. Charles Mosely

Former Chief

Office of Energy and Environment
USA1D/Islamabad

Mr. David Mutchler
Former Pakistan Desk Officer
AID/Washington

Mr. Fred Schieck

Former Member, 1981 AID
Negotiating Team to Pakistan

USAID/Islamabad

Mr. Jimmie Stone
Former Deputy Director
USAID/Islamabad

Other Persons Consulted

Dr. Mohammad Afzal

Rector

Islamic University

(former Miuister of Education)
Government of Pakistan
Islamabad

Dr. Peter Dodd

Director

US Educational Foundation
Islamabad

Mr. Hussain Haqqani
Correspondent

Far Eastern Economic Review
Islamabad

Dr. S. M. Hashmi

Dean

Faculty of Social Sciences
Quaid-e-Azam University
Islamabad



Mr. Izat Hayat
Landlord and Industrialist
Islamabad

Begum Abida Hussain
Member, National Assembly
Islamabad

Dr. Naveed-i-Rahat Jaafri
Acting Head

Department of Anthropology
Quaid-e-Azam University
Islamabad

Prof. Rais Ahmad Khan
Director

Area Study Centre for Africa

North and South America
Quaid-e-Azam University
Islamabad



