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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 Rude1 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, 
AIDPashington, 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 ?eriod, although six years is a relatively short time span to 
ass= 3 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 strugg1.e 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. 



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 

Scoue of Review and Rationale for the US Assistance Pro~ram 

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 rationale that US economic 
assistance was mainly to facilitate the purchase by Pakistan of US 
military equipment, the US economic assi;rance 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 
Pakistan's foreign exchange payments position through financing quick 
disbursing commodity imports, which accounted for $900 million of the 
US assistance. These included primarily the import 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, 

food security, and agricultural research. I 

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 aresw such as 
Baluchistan and the Federally Administered Tribal Areas to foster 
national integration. 

Design and Im~lementation Issues 

Aside from the commodity and equipment program, the assistance 

I 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 

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 "maturew stage, with many activities in training and 
construction--such as roads, buildings and a power plant--beginning to 
show results. 

Im~act 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 

I refuse to acauiesce in Soviet efforts to subiunate the Afnhan ~ e o ~ l e .  



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 period. 

Nature of the 1988-1993 Assistance Propram 

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. 

Outstandina Lessons from the 1982-1987 Assistance Experience 

- - A sham ~rovram focus. tailored to US staff capacities. is 
essential to assure ~ropram 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. 

- - Flexibilitv and deleeation of authoritv to Missioq 
Manavement. is critical for effective ~rogram mana~ement. 
The USAID Mission was given the means for flexible management 
of the program. The multi-year commitment made it possible 
for the Mission tc 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. 



- - Hission efforts should be concentrated on the most im~ortant 
policv 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 securitv-develo~ment link in US assistance must be 
balanced and adiusted 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 
shizting 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 . 

., - Politicallv driven aid  roer rams involve trade-offs in 
economic develo~ment ~erfonance. 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 locger-term. 

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



A more visible profile of the benefits of US economic 
assistanca 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 
richn. 

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 one 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 Propram 

1. US economic assistance to Pakistan ~rior 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 Bank, 
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 yearsw 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 2 .  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 

1 
Losses. US financial support for a Pakistan fertilizer strategy wtis 
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. 

I The results of US assistance for social sector investments have 
been less positive. Despite substantial support from US and other 

I 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 gro,wing 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 

I 
industrial enterprises, and other policies to revitalize the economy. 

At the same time, the Gcvernment of Pakistan publicly announced 
its intention to procure nuclear reprocessing technology and equipment 
in an effort to achieve parity in ti-is 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 

I 
Pakistan were suspended by US Congressional action as a result of the 
Symington Amendment. However, implementation was continued on the 

I 
substantial portfolio of ongoing US funded projects, including Basic 
Health Services, On-farm Water Management, Dryland Agriculture, Malaria 



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 devsloprnent. 

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; 



- - 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. Orinin 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 investment, including guarantees against further 
nationalization. In 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 nations. 
It was working dilhmtly with them and with the international 
community for the restoration of an independent and non-aligned 
Afghanistan, and in the process was host to ~fghan leaders and refugees 
actively working for these objectives. 



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 ~7! 
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 for 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 
"la~~ing areas" of Baluchistan which borders on Iran and of the 
Nortltiwest 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. 



4. Economic development content of the program 

Withln 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 ~riorities. in 
addition to fast disbursing commodity imports of fertilizer and edible 

i 
oil to save foreign exchange, were very much in the areas which had 
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. 

I 
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 Aunust 1981. the Administrator of AID. accom~anied bv a strone 

Islamabad on indicative elements of the $1.625 billion economic I 
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 

I 
agriculture and rural development, health, fertility reduction, energy, I 
human resource development and related technical assistance for 
training and institutional development. I 

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 

and economic needs of- the ~akistan ~ e m l e .  The level of ihe economic 
assistance was large, but its goals we13 even more ambitious. 1 

I 
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. 



TABLE 1 

I Activitv 

Pro~osed Plannin~ Levels 
US - Pakistan Economic Assistance 

FY 1982 - FY 1987 
(Millions of US Dollars) 

Agricultural Inputs 

Fzrtilizer 
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 
I 
I TOTAL 



It was clear that, to the extent possible, this was to be a 
regular AID development-oriented progra. To underline this point the 
AID Administrator followed up his August 1981 discussions in Islamabad 

I formulation of the program should fully incorporate AID's four major 
themss, 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. Desien and Im~lementation 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. 

Of 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 
t h s  3ission 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 
deve!.opment provided for program and target group concentration, the 
res~~leing 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. 



Proiect ~re~aration and start-u~ 

The AID Mission in Pakistan, as constituted in 1.981, was not 
equipped to handle the task thrust upon it. As observed earlier, the 
Hission 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, T 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. 



AID Washington itself was not well prepared to carry this 
additional responsibility. There was no ready reserve of programers 
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 cwo years, FY 1984-85, the Mission called forward 
large numbers of American contract personnel for study and project 
implementation. Contract personnel in J?akistan 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 departnents. Thus, while the offj-cia1 
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 weze 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. 

Of 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 



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. 

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 ~roiects 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 

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 



political and administrative experience. 

3. Institutional factors affect in^ Pakistan's develo~ment 

Pakistan is generally recognized as one of the most 
sophisticated of developing countries in terms of its economic policy 
planning capacity. This capabiiity 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 wcruld weaken central control by delepation of 
individual initiative and judgement at lower levels of the system. 

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 



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, 
implemeztation and wintenance 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 government. 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 oavments sumort 

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. " 



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 Commoditv Imnort Propram 

The Anricultural Commodities and Eaui~ment ~roiect 
(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 description 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: 



FY Obligation: - 
(US$ Killion) 
Ex~enditure: 

M- 82 60 
FY-83 60 
FY- 84 70 
FS- 85 145 
FY- 86 55 
FY-87 5 8 
Total: 448 

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 uqder these programs were 
normally attributed to GOP developnent expenditures 2ontained in its 
budget . 

in FY-84 Enerev Commodities and Eaui~ment uroiect (391-0486) 
was approved at a level of $100 million to provide "...fast disbursing 
foreign exchange resources for the importation of equipment and 
conmodities 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 



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: 

(US$ Million) 
Oblieations - : Ex~endi tures ; 

FY 1987 0 
Total : 100. - 

b. The PL-480 Provram 

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 oil 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. For example, on March 25, 1980 a new 
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. 

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. 



............................................................... 
TABLE 2 

I 
I 

PAKISTAN'S EDIBLE OIL MARKET, 1971-1985 
I 

I I 
I 
\YEAR Production Demand 
I - - - - - - - -  000 mt----- 
I 
I 
) 1971 2 34 
11'372 238 
11973 221 
11974 209 
11975 174 
) 1976 162 
11977 19 8 
11978 160 
11979 2 13 
I 
11980 211 
11981 216 
11982 229 
11983 162 
11984 n/a 
11985 n/a 
I 
[Annual Growth 
IRate ( % ) -1.1% 

Imports 

46 
65 
175 
197 
268 
285 
3 10 
392 
416 

467 
6 24 
6 57 
721 
652 
815 

Value of 
Imports 

($ mil.) 

9 
23 
83 
137 
106 
149 
157 
299 
232 

265 
264 
271 
465 
448 
373 

I 
Edible Oil as 1 

% of Total 1 
Import Bill 1 

I 
n/a I 
n/a I 
n/a I 
6.5% 1 
5.1% 1 
6.4% 1 
5.6% 1 
8.1% 1 
4.9% 1 

I 
4.9% 1 
5.8% 1 
5.4% I 
8.5% 1 
7.7% 1 
7.6% 1 

I 

The major accomplishment of the PL-480 program, in addition to the 
direct transfer of resources to Pakistan resulting in foreign exchcr\.go 
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 interesting 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 GOP 
to undertake self help measures designed to free up market forces to 
provide adequate incentives for farmers to grow rapeseed and 



mustardseed. The problem is highly complex because most vegetable o i l  
i n  Pakistan is derived from cottonseed, a byproduct t ha t  would not 
respond d i r ec t l y  t o  the  oilseeds incentive s t ruc ture .  Furthermore, 
increases i n  oi lseed production would r e s u l t  mostly from a s h i f t  of 
land use out  of o ther  crops o r  possibly y ie ld  increases,  not  by 
bringing addi t ional  land under cu l t iva t ion .  

USAID undertook several  s tudies  t o  examine the  problem, : d u d i n g  
a massive e f f o r t  involving 28 technical  exper ts ,  t o  provide the  GOP 
with the information needed to  evaluate its options. The study 
concluded tha t  c e r t a in  policy reforms were e s sen t i a l  before any 
progress toward increasing o i l  seeds production could be achieved. 

In  April 1986, the Government announced a deregulation package fo r  
the edible  o i l s  sec tor ,  the main elements of which were: (a)  decontrol 
of pr ices ;  (b) freedom t o  import edible o i l s  i n  bulk by the p r iva te  
sec tor ;  (c)  a var iab le  r a t e  t a r i f f  which would be adjusted per iodical ly  
t o  smooth out  p r ice  f luctuat ions;  and (d) authorization f o r  the 
sanctioning of addi t ional  p r iva te  sector  capacity. These measures 
together with a decision t ha t  the public sec tor  Ghee Corporation of 
Pakistan would r e t a in  i t s  viable  m i l l s  and close o r  dives.: the 
remainder, cons t i tu te  a major opening up of the sector  t o  market 
forces .  

As a r e s u l t ,  edible  o i l  can now be imported d i r ec t l y  by the 
p r iva te  sector  ra ther  than by a government paras ta ta l .  This represents 
35 percent (375,000 metric tons) of Pakistan's annual edible o i l  
imports with a value ranging between $101 mil l ion t o  $355 mill ion.  
With the removal of the monopsony power of the same paras ta ta l ,  pr ivate  
sec tor  processors can now procure domestically produced cottonseed o i l  
(255,000 metric tons i n  1986 with a minimum value of $150 mill ion.  
And sanctioned capacity i s  no longer the l imi ta t ion  on imports of 
vegetable o i l .  GOP controls on wholesale and r e t a i l  pr ices  f o r  edible 
o i l s  have a l so  been removed. 

The most recent o i l  seeds production and import data  do not ,  a s  
y e t ,  r e f l e c t  any s ign i f i c an t  impact from these policy r e f c m s .  The 
r e t a i l  pr ice  of vegetable ghee and wholesale p r ice  of vegetable o i l  
have r i sen  sharply i n  the  past  s i x  months. This should provide 
incentives t o  domestic production, given the now f r e e  markets, i f  
Pakistan enjoys any comparative advantage i n  producing sach non- 
t r ad i t i ona l  o i l  seeds as sunflower. 

A s  a footnote,  we might add t ha t  Pakistan is now the  l a rges t  
market f o r  US soybean o i l .  

A deta i led exposition of the PL 480 Program is  included a s  Annex E .  



A I D  p ro jec t  a c t i v i t i e s  to  meet rupee costs  generated a s ign i f ican t  
amount of balance of payments support. A blanket waiver of sect ion 
612(b) of the FAA was granted to  permit such purchases under the 6 year 
commitment. A t o t a l  of $44 mill ion was converted f o r  these purposes 
during the period 1982 through 1987. 

Local currencies generated under the Commodity Import Program 
(CIP) and the  PL-480 import program were a t t r i bu t ed  t o  development 
items contained i n  the GOP budget and therefore resul ted i n  the 
reduction of the budget d e f i c i t s  t h a t  prevailed during each of the s i x  
f i s c a l  years of the program. 

Nevertheless, the s i x  year period 1982-1987 shows a serious 
de te r io ra t ion  of Pakistan's  public finance posi t ion.  The in ternat ional  
donor community now has grave concerns about the s i ze  of the chronic 
d e f i c i t s  which the GOP as  been running. With the benef i t  of hindsight,  
we now believe the USAID may have contributed t o  the problem by 
permitting CIP and PL-480 generated loca l  currencies t o  pick up a 
port ion of the GOP budget d e f i c i t ,  thereby reducing the  pressures fo r  
needed policy reform. 

Excluding the Agricultural  Commodities Equipment p ro jec t ,  the 
Mission obligated $186.b mill ion fo r  agr icu l tu ra l  p ro jec t  a c t i v i t i e s  
during the s i x  year period 1982-1987. Two projects  t ha t  had been par t  
of the Mission's e a r l i e r  program were completed, (Agricultural  
Research and On-Farm Water Management), u t i l i z i n g  addi t ional  funding i n  
the amount of $12.5 mill ion.  

Six new projects  were drawn up with the GOP and approved fo r  
funding. The I r r i ga t i on  Systems Management project  b u i l t  i n  par t  on to  
the  successful  experience of the On-Farm Water Management p ro jec t .  Two 
projects  (Management of Agricultural  Research and NWFP Agricultural  
Network, re fe r red  t o  as  TIPAN), were fo r  the most pa r t ,  a follow-on of 
the  previous assistance i n  agr icu l tu ra l  research, with the added 
dimension of reaching in to  the provinces. Food Security Management is 
a multiprong e f f o r t  to  improve the planning, analyt ical  and operational 
c apab i l i t i e s  of the GOP agencies responsible fo r  agr icul ture .  The 
Forestry Planning and Development project  addressed a c r i t i c a l  resource 
t h a t  was rapidly  being depleted. Finally,  the Agricultural  Sector 
Support p ro jec t  was added i n  1987 to  provide continued balance of 
payments support and t o  f a c i l i t a t e  adoption of policy changes flowing 
from the  policy dialogue. 

Essent ia l ly  the Mission iden t i f i ed  problem areas i n  Agriculture, 
drew on A I D ' S  pas t  experiences and capab i l i t i e s ,  and focused its 
resources i n  areas where these two c r i t e r i a  in te r sec t .  The c l ea r  
successes l i e  i n  the i r r i ga t i on  subsector ( t o  improve water u t i l i z a t i o n  



certain extent, the policy dialogue dealing wiih freeing market forces 
and increasing the private sector's role in fertilizer, wheat, and 
vegc : sble 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 an3 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. 

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. 



4. Social and human resources develo~ment 

The Mission has followed the GOP1s priorities and has had 
less activity in the social sector than seems to 5e 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 educarion for the 
1988-1993 period, along with a proposed "Institutional Excellence" 
trafqing project. 

Perhaps the most innovative activity was the support of the 
Social Marketing of Contraceptives Project. Notwichstanding 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 
percenr), it is to be hoped that GOP policies and institutional support 
for a major population program will be forthco~ing. 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 marginally 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 directsd at improving the coverage and quality of health 
care for the r~ral 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 concentrated on 
building up comprehensive rural health care delivery systems. 
Suhsequently USAID began focusing on reducing child morbidity and 
m2rtaliLy through oral rahydration therapy (ORT) and protection against 
nr1;:ntal tetanus. 

Although some successes were achieved, particularly thro~sh ORT, 
:::at? ,>;*ogrc..m suffers from inadequate GOP financial support, and, at 
J ' I ~ ? L ~  I~:'.:,:ally, was spread too thin to have any perceptible impact on 
Pak: sti-:ll s 1:ealth system. 

TP.3 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 



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. 

5. Women in Develo~ment 

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. Area Develo~ment 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 



of failure and worse, that go well beyond those of the normal economic 
development proj ect . 

One might expect the GOP to take the lead in these projects with 
the Mission providin~ 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 o f  prevailing 
conditions, but it puts into question the sustainabiiity of the 
projects. 

D. Im~act of the US Economic Assistance Promam 

1. Strate~ic and ~olitical im~act 

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 refugcas to 
return and the Afghans to again exercise their sovereign indc;andence. 
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. 



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 benn moderated, averaging less than 5 percent 
in the past three yGarr Pakistan's leaders and planners take pride in 
the high growth perfo* de of the economy which, in fact, has exceeded 
6 percent for the .;- .line years. 

However, t.1~ ,.I g~ ~wth performance has been based on several 
factors which h:- COT;-ributed importantly in the past but do not 
appear to be s. lahaole 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 



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 t 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." 



Pakistan constitute serious obstacles to continued economic growth and 
development. 

- ., 
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 
borrowine the remainder. 

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 wlth 
the cost of domestic borrowing, account for over two-thirds of the 
government annual budget. 

regional-understanding and couperation, appears impossible to bring 
under reasonable budgetary control in either country. 
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PAKISTAN: S e l e c t e d  Economic I n d i c a t o r s  1 

I I 
I I 
I 84/85 85/86 86/871 I 
I (% o f  GNP) I 
I 
1 BUDGET I 
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dJ Dec. 31 ,  1985 p o p u l a t i o n  e s t i m a t e d  a t  97 .7  m i l l i o n .  I 



3. Im~act of ~ r o ~ r a m  structure and financial manaeement 

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- 
project assistance). The impact of both the military and the economic 
assistance programs on Pakistan's balance of payments was as follows: 

r TABLE 4 
I I 
I 

I I THE IMPACT OF US MILITARY AND ECONOMIC ASSISTANCE I 
I ON PAKISTAN' S BALANCE OF PAY. :Glv 'S 
I 1 

lUSECONOMIC AID EXPENDITURES PL-480 
1 ($  million) 
I 

I 
MILITARY LOAN1 
REPAYMENTS I 

($ million)! 

11982 
( 1983 
11984 
11985 
11986 
11987 
1 Subtotal 
I 

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 second asriistance package, for 
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. 

For example, repayments for US military equipment purchases made under 
the first and second package combined, will increase to $530 million by 
1993. 



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 
assfstance 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 prorYing 
large-scais 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 repaymerit 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 iocal 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. 



This composition of the aid was highly satisfactory to Pakistan. 
"Occasionallyii, according to Pakistan officials, the American aid delivered 
highly relevant technical knowledge to Pakistan's development needs. 

r TABLE 5 
I 
I 

I 
I 

I US BILATERAL ECONOMIC ASSISTANCE PROGRAM FOR PAKISTAN 
1 

I UNITED STATES FISCAL YEARS 1982 TO 1987 
I 

I 1 
I JUSS Million) Percent I I 
I 
11. PROJECT/PROGRAM ASSISTANCE 1,312 I 
I I 
I Grant .891 6 8 

I 
I Loan* 421 3 2 

I 

I 
- 
100 I 

I Sector Breakdown I 
I I 
I Health, Population, Education, and Training 196 15 

I 
I Energy and Environment 356 2 7 

I 
I Agriculture and Rural Development 635 4 8 

1 

I Area Development 105 8 
I 

I Other Projects 2 0 2 
I 

I 
- 
100 I 

I I 
111. PL-480 TITLE PROGRAM* 309 I 
I I 
IIII.GRAND TOTAL. US ECONOMIC ASSISTANCE 

I 
I PROGRAM TO PAKISTAN FYl982-1987** 1,621 I 
I I 
I Breakdown bv Tyrie of Ex~enditure I 
I I 
I Commodities and Equipment 71 

I 
1 Technical Assistance 11 

I 
I Training 3 

I 
I Qther Costs (includes construction) I 
I 

2 i 
100 

I I I 
I Loan terms are at two percent interest during 10 year grace period. I 
I three percent during 30 year repayment period for a grant element I 
I throughout the period of approximately 70 .ercent. 
I I I 
I** Does not include limited additional funding providing directly from I 

A.I.D. for NGOs or regional and other centrally-funded projects. I 



The f i n a n c i a l  management of t h e  program appears t o  have been 
s a t i s f a c t o r y .  Annual obl iga t ions  rose  from $150 mi l l ion  i n  FY-1982 t o  
almost $325 m i l l i o n  i n  FYs 1986 and 1987. Actual annual expenditures 
rose  s t e a d i l y  from $50 mi l l ion  i n  FY 1982 t o  the  $250 mi l l ion  range i n  
the  l a t e r  years  of the  s i x  year  program. The p ipe l ine  of undisbursed 
funds a t  t he  end of the  1987 was on t h e  order  of $695 mi l l ion .  

During t h e  per iod  1982 through 1987 Pak i s t an ' s  fore ign  exchange 
reserves  hovered a t  around four t o  s i x  weeks worth o f  imports,  a  low 
l e v e l  b u t  no t  a  c r i t i c a l  l z v e l .  To a l a r g e  e x t e n t ,  i t  was the  
sus t a ined  h igh  l e v e l  of worker 's remit tances t h a t  avoided m y  c r i s e s ,  
But t a r g e t s  f o r  increased  export  earnings f e l l  s h o r t  and some export  
p r i c e s  f e l l .  Debt se rv ice  a s  a  percent  o f  exports  rose t o  24.5 percent  
i n  1986/87 and is  projec ted  t o  go h igher .  

Expenditures of the  US economic a s s i s t ance  program represent  
about 10 percent  of t o t a l  ex te rna l  a i d  flows t o  Pakistzn,  about 10 
percent  of annual worker's remittances and l e s s  than 3 percent  of  
imports.  The program was not  intended t o  take f u l l  r e s p o n ~ i b i l i t y  f o r  
balancc of payments support f o r  the  Pakistan economy. Its l imi t ed  
ob jec t ive ,  t o  compensate f o r  the  balance of payments e f f e c t  of the  
m i l i t a r y  support package, was achieved. Addit ional ly,  t he  program 
generated resources needed t o  f inance the  j o i n t l y  approved development 
p r o j e c t s .  

Thus it can be seen t h a t  both the  composition and management of 
the  economic a s s i s t ance  program has been e f f i c i e n t ,  he lp fu l  t o  Pakistan 
and has provided balance of payments a s s i s t ance  which more than o f f s e t  
t he  fo re ign  exchange c o s t s  t o  Pakistan of the  US m i l i t a r y  s a l e s .  

However, a ;  discussed e a r l i e r  i n  t h i s  paper ,  Pakis tan ' s  balance of 
payments and bt ' ~ e t  d e f i c i t s  remain c r i t i c a l l y  se r ious  i n  the  period 
ahead. Heroic measures w i l l  be requi red  t o  br ing  both t h e  ex te rna l  and 
domestic f i n a n c i a l  gaps wi th in  proport ions which w i l l  not  undermine 
Pak i s t an ' s  f u r t h e r  development and s t a b i l i t y .  A recent  b r i e f i n g  
paper ,  prepared by the  Mission, provides a  p i c tu re  of the cu r ren t  
balance of p a p e n t s  s i t u a t i o n .  Excerpts from t h i s  paper a r e  included 
a s  Annex D .  

4 .  Policv and i n s t i t u r i o n a l  reforms 

I n  1980 the  Government of Pakistan was embarked on a gradual 
program of reforms t o  begin removing major s t r u c t u r a l  imbalances i n  
Pak i s t an ' s  eccnomy and t o  reverse the Bhutto regime's d i r e c t i o n  of 
na t iona l i z ing  the i n d u s t r i a l  s e c t r ~ r .  Strong encouragement was provided 
by the  World Bank and In te rna t iona l  Monetary Fund. 

Examples of reforms taken i n  various s e c t o r s  p r i o r  t o  the 1982-87 
period include : 



- -  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 COP did reaffirm their commitment to eliminate 
fertilizer subsidies by 1985). 

- - 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 rupoes to $1. 

Ener FV 

- - 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 COP announced an increase of about 
20 percent on the consumer price of gas, leaving user prices 
at about 1/3 of internatfonal 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 
liberalization; 

o Movement toward market prices of inputs and outputs; 

o Economically and financially sound recurring cost policies; 
and 

o Institutional improvements. 



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 --sfom. 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 Institutions associated with these projects 
remain highly centralized in administration, quite bureaucratic and 
reluctant to quickly adopt changes. 

USAID1s effort at sectoral policy reform has been more successful 
than its effort toward institutional change. Important liberalization 
measures have been adopted by Pakistan in favor of the private sector. 
Thesc 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. &xicultural sector: 

(1) Edible oils: 

o The mono~sonv control of the Ghee Corporation of 
Pakistan (GCP) to buv cottonseed oil has beeq 
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. 



Rastr ic t ions  on o r iva te  sector  edible  o i l  imvorts 
were abolished. Import taxes levied on edible  o i l  
t raders  and brokers were a l so  suspended leading t o  
a subs tan t ia l  increase i n  the p r iva te  sec to r  share 
of t o t a l  ed ib le  o i l  imports. 

Ghee. edible  o i l  and oi lseed ~ r i c e s  were 
decontrolled a t  the r e t a i l .  wholesale and farmpate 
l eve l s ,  Pr ices  i n  the domestic edible  o i l  
industry were subsequently linked t o  long-run 
p r ice  trends i n  the in ternat ional  market. 

No addi t ional  public sector. investment w i l l  be made 
i n  edible  o i l  ref in in^ caoacitv t o  meet domestic 
consumption requirements. The estimated 
curnulati-~e investment cos t  of $183 mil l ion over 
ten  years w i l l  be financed and managed by the  
p r iva te  sec to r .  

0 

0 

0 

(2)  F e r t i l i z e r :  

0 

0 

0 

0 

0 

0 

0 Sweeaines - and old  stocks a r e  now d i s t r i bu t ed  
eaually among pr ivate  and public d i s t r i bu to r s .  

The ~ r i v a t e  sec to r  share of imoorted f e r t i l i z e r  
d i s t r i bu t i on  has increased to  60 oercent .  In  1982, 
the p r iva te  sec to r  share was only 30 percent. 

Production and d i s t r i bu t i on  of nitroeenous 
f e r t i l i z e r  was d e r e ~ u l a t e d ,  

The subsidv and develooment surcharee system f o r  
domestic manufacturers of nitronenous f e r t i l i z e r  
was eliminated, 

The o r ices  of DAP and SSP were increased bv 10 
percent and 25 vercent .  r e s ~ e c t i v e l v .  This reduced 
the f inanc ia l  subsidy f o r  f e r t i l i z e r  by another 
Rs.200 mil l ion ($12 mil l ion) .  But the GOP promise 
to  the IMF t o  el iminate the f e r t i l i z e r  subsidy has 
not ye t  been implemented. 

Incidenta ls  allowed f o r  marketing imported 
f e r t i l i z e r  have been made uniforq f o r  both pr ivate  
and public sec to r  d i s t r i bu to r s .  Previously, 
pr ivate  sec to r  agents were a t  a disadvantage. 

Private sec to r  d i s t r i bu to r s  now vick UD imD0rted 
f e r t i l i z e r  a t  dockside ra ther  than through public 
agencies i n  the provinces. This change benef i ts  
the pr ivate  sec to r  and makes d i s t r i bu t i on  more 
e f f i c i en t .  



Previously, private sector distr!.butors complained 
that they received a disproportionate share of 
these inferior stocks. 

( 3 )  Irrization: 

o B e  GOP has aareed in ~rinci~la ~ro~ressivelv to - 

increase water rates until O&M costs for the 
irrigation svstem are com~letelv covered. 

o Provincial ex~enditures for O M  for the most part 
have exceeded tareets recommended by the IBRD. 

o Revenues as a percentage of O W  allocations have 
declined from 53 percent in FY 1983 to 38 percent 
in FY 1987 (due to the even llrger increases in 
funding for O W ,  another policy goal), despite a 5 
percent annual increhse in water user charge 
revenues over the past five years, With the 
potential decreased in O W  costs resulting from the 
privatization of public tubewells and increased 
revenues resulting from the adoption of improved 
water laser 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 
0&M costs if public tubewells are excluded from its 
0&M expenditures). 

b. berev sector: 

(1) Domestic resource mobiltzatioq 

o The GOP announced a ~olicv in late 1985 to ~romote 
private sector investment in larne-scale Dower 
generation ~lants, 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. 

o The GOP asked the Mission to h e l ~  attract ~rivate 
Sector investment on a risk-sharine basis in the 
Phodak oil fields, 

o Consumer eas ~rices have been raised five times 
since January 1982. includinv a 20 vercent   rice 
hike in June 1984. Prices for commercial and 
industrial users were raised bv an averape of 50 



percent in Julv 1985, The increase-s 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 price:;. 

o Distortions in the producer orice oE natural eas 
have been reduced to increase incentives for the 
exploration and develovment of new eas 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 electricitv rates vere raised 10 percent 
in June 1985. the first such increase since 1982 
and aeain in 1987. The increases were in response 
to an agreed upon self- financing formula which 
sta:es that at least 40 percent of WAPDA's 
investment finhncing requirements (averaged over a 
rolling three-year period) will be met by user 
charges. 

o WAPDA. with USAID assistance. has com~leted the 
desien and initiated the implementation ot 
proerams to reduce its expenses and increase its 
income and rate of return on its investment by 
reducine both thermal and administrative (theft1 
enerev losses in its Dower distribution system, 
Both the World Bank and ADB have agreed informally 
to help co-finance the thermal energy loss 
reduction program. 

o WAPDA. with USAID assistance, has com~leted the 
desien of a vroiect to reduce its expenses and 

investment bv im~rovine the o~erational and thermal 
9 IL C 

(2 )  Enerev efficiencv and consenratiog 

o The GOP has embarked on a national energy 
conservation propram. - with all elements being 
desiened in close coordination with U S U .  

( 3 )  Institutional reform and modernization 

o WAPDA with the assistance of USAID funded 
established and staffed a new consolidated and 
potentially detachable Power Distribution Wing. 



o A laree ~rivate sector utilitv in the United States 
1-berican Electric Power) has-n aDDr0ved by 
WAPDA's Authoritv as a neneral model for the 
reornanization of WAPDA's Dower vinq and 
improvement of the planning, engineering, customer 
service, financial and most key functions of its 
new Power Distribution Wing. 

o The national enernv ~lannine 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 aevelo~ed a S~ecial 
Develo~ment and Enforcement Plan (SDEP) to attract 
multilateral and bilateral sumort for a com~rehensive 
develo~ment and enforcement Droeram in Pakistan's o~iwn 
producine 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 Propram was initiated through tke 
PNCB in August of 1986 and was followed by two more - 
campaigns. These campaigns helped bring the problen to 
the attention of local politicians and making it clear 
that with an estimated 600.000 addicts in Pakistan, 
narcotic is also a Pakistani Droblem, Longer term 
assistence in setting up an informaticn unit within PNCB 
has also 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 



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 raised 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 dialope 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 mejor actions to mobilize domestic 
resources by establishing private sector inveszment institutions, 
shifting public section inst;tutions (i.e., ZAPDA) off-budget with 
responsibility to raise their w n  capital and increasing user fees to 
eliminate the need for subsidii;. and instituting Lax 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 P~kistan 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 ref or^ through ilheralization; 

o Comprehensive tariff reform; 

o hiproved pricinp policies ; and 

o Expanded develcpment of hum~n 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 . 



d. Private sector develo~ment 

The economic assistance program, drawn up in 1981 at the 
time the US multi-year aid comnltment 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 tts 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 activitias to 
bring the resources of the pr4vatc 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 generacion 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 dialcsue was used to raise issues that acted to 
constrain the private seccor's contribution to the development process. 
The GOP independently established a National Deregulation Commission 
and a Disinvestment Committee in June, 1985 to oversee a 
"liberalizationn of the economy. The wide-ranging terms of reference 
for the commission reflect a serlls 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 011 
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 Lave been more successful, had it 
attempted to program specific activities to catalyze private sector 
growth with the $50 million originally earmarked f m  a private sector 
development fund, cannot now be determined. 

The Private Sector Window established as a facility to finance US 
imports has not woiked. It is unfortunate that AID has found itself 
unable to allow the ,ttilization of its funds by the priv~te sector of 
Pakistan to import prtducts from the US, while at the same time it has 
expended larqe amounts $15 its resources to enco.lrage trade and 



investment, private sector growth and similar activities. The fact 
that Pakistani importers are utilizing non-AID 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 thsse transactions 
fail in part because of lack of timely and favorable responses from AID 
Washington to special requests to waive prozurement 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 :he field to ap?rove requests for waivers of 
relevant US procurement and shipping regulatfons on a case by case 
basis. 

e. Conclusions on ~olicv and institutional reforms 

Both the annual Consortium meetings, and the GOP-Mission 
policy reviews demonstrate a willingness on +he part -f all 
participants to give serious and professional csnsideration to the 
issues which impinge on the success of the Pakistan development effort. 
When the representations for policy change are well documented, and the 
objectives are consistent with the priorities of the GOP, these 
discussions often have lead to improved conditions for econornic 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 e.xchange 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 
bcen preserved. 

The successes in encouraging such changes have i;,z.ag greater at the 
sector level than on the macroeconomic policy Itvel. The deteriorating 
COP budget deficits have been a subject of continuing discussion during 
the past s i x  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 
thrzugh 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. 



The polizy 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 reforn 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 which the 
economy 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 
chang,e 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 
of the 1985 consortium meeting). The core of this agenda is major 
movement towards economic liberalization in whicf, public and private 
sectors will be increasingly focused upon their areas of comparative 
advantage, with the public sector concentrating on the provision of 
public goads 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 a,?d agriculture productivity, expanded development of human 
resource:, and structural reforms. 

In ia?.istan, IJSAID 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 o.f development assistance and other official flows. 



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 operational issues in particular sectors Dr 
programs, to questions of institutional development and project 
proliferation, as well as specific project planning and implementation 
problems, USAII) has appreciated the potential advantages of 
reinforcement and the analytical convergences it has enjoyed with the 
World Bank and the Asian Oevelopment 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 1982-87 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 
dficiency gains that can be had from effective coordination of the 
various inputs from a multiplicity of donors has come to be a3preciated 
by Pakistan's leaders. In addition to other cuordinatjon meetings, a 
GOP-Donor Joint Task Force on Implementation was established on 
Septe:>ber 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 coordinat;ng 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 donor coordination in the 
development of a broad and sustained series of policy discussions and 
initiatives. &.- 

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, two multilateral development banks along with the 
IMF, several agencies from the UN family including UNDP and a number of 



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 
econumic planners also came to recognize the importance of the wise use 
of resoSJrces and the need to bring about structural and sectoral 
refo,xs. Donor coordination thus helped place policy reform on the 
central COP 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 6 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 cooriination, 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. 

5 1 
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USAID has also been coordinating closely with <he Wolclld Bank and 
the Asian Development Bank on areas of energy planning, conservation, 
power generation and clal resource development. It has 20-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 ~ i i e  and 
Power project, and USAID has actively sought their inpt in the project 
feasibility studies. This approach provided a bazfs for a powerful and 
concerted effort by key energy donors to work on a broad agenda of 
sector reforms in energy. 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. Nsgotiatin~ the Follow-on Program 1988 -1993 

1. Backeround 

During the Fall of 1954 the Governments of Pakistm 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 Ssventh Five Year Plan for the period 1988-1993. President Xeagan 
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 positim 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 s i x  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 million 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 tc the US is 
considerable. As an offset, the economic assistance'- as to be on fully 
grant terms, with the exception of the PL-480 componer . These terms 
made it more attractive for the Govemaent of Pakistan tc; shift the 
balance of military and economic assistance somewhat in favor of the 
econosic . 

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 zoncernz. This list included the 
following: 

A~riculture: 

- " privatize fertilizer production, import and distribution 

- - privatize tubewell development 

- - decontrol prices of edible oil, wheat, fertilizer 

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

- -  develop linkages between agricultural research, training and 
extension 

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

- -  establish a private sector commodity exchange 

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

increase self financing of investment 

raise user charges 

increase efficiency 

increase conservation 

rationalize private and public sector roles 

Social Sector 

- - increase contraceptive availability 

- - reco-~er 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  he 
elimination of public subsidies, a greater role for provincial 
governments in development, increasgd 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 cumulative 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. Pature of the 1988-199; Prqnraq 

The final negotiations for the new US assistance p,rckage 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 million. 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. 



Like the earlier program, about 40 percmt economic assistance 
projected for 1988-1993 will concentrate on fast-disbursing activities 
to support the balance of payments and on the Enur sectors of 
agriculture, energy, health and populs':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 an3 possible modes of reform for more effective 
implementation. 

The iarge eaergy program will reduce the shortage of electricity 

improvements through tariff reforms, conservation, managerial 
innovations and increasad private sector ~articiuation. The 

- 
institu~ions and by efforts tb 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 progran, (additional to 
continuing efforts in population and malaria control) and specificallv 

considering a major nev project in primary education, additional to 
conzinuing and expanding the already large training program to 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 cowideration, 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-aoinn proiects and development of 

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 1.988-1993. 



G. Strengths and Weaknesses of the 1982-1987 Economic Assistance 
Pro~ram - 

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 apFarent determination of the 
Government of Pakistan to bring narcotics ;,-oduction and trafficking 
under control within its territory, have '; irn~ortant factors 
strengthening the political partnership ?,c .  ,n them. 

On the other side of the ledger, a r t  ' .ble political weakness is 
that the overall US aid package to Pakistu I (ecmomic and military), 
may have contributed to setting back incipient efforts tor improved 
regional cooperation between India and Pakistan and to have worsened 
relations between them. These earlier efforts, although fragile, 
appeamd to be making progress in a r*.mber of areas of mutual concern. 
Over tne 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. 



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 economic 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 t,.Lrget levels in response to the overriding political 
nature of t L  assistance. This was an understandable trade-off, given 
the political nawre 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 assistcnce 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, cmld 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 7ressure for an early and 
viable obligation of funds, along with this lack of prior knowledge, 
has not bets 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 Uashington 
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 assistance and country-specific knowledge, along with the 
closest working relations with host country counterparts, than 
institutional reform. The pressure for getting the px+gram underway, 
the large American contract teams imbued with a "gung-'no" spirit of 
reform, and the earlier weak contacts with Pakistan officials at the 
op;?rational 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, 



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 
officiais 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 Lelping Pakistan 
agencies to shift the balance of incentives for fertilizer production 
and distribution more in terms of private market efficiency. 

Procrram 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 research where the central focus is on 
institution building, in terms of assistance for equipping and 
professionally staffing an agricultural research center and a training 



federal authorities and the provinces, on the one hand, and between 
agricultural and educarional 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 
an3 development, where an improved national forestry and wood energy 
policv 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 vntrol. Here as 
well, program zesults are unlikely, largely becsuse Pakistan 
priorities have not supported the appropriate e;,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 problenq. The 
social needs are admittedly great tut does that justify US engaganent 
in areas where the public perception in Pakistan is of essentially 
ineffectual programs: The political objectives of the US assistance 
would argue for our sssociation in social areas, and on a scale, where 
the 7rospects of publicly perceived success are more likel; to be 
favorable. 

It could be argued thzt the Mission's breakthrovgh 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::,acepeives are not likely to prove significant. As former 
President A p A  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, Pakistari's 
public health authorities--despite repeated statements to the contrary- 
- continue to oppose the appropriaze use of the country's health 
clinics, staff and other facilities to assist people who wish to limit 
family size. 

~alaria 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 p r o p a m  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. 



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 staffs of selected institutions. Careful selection 
of trainees is of course the key element 02 any training prosram. 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 natcre of the problem 
and the means at its disposal, the Mission should be commended 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 xould have as its 
major focus the more effective engagement of women in development. 
Only by the persistence and dedication of the Mission's leadership does 
it now appear that initial resistance to this activity has been 
overcome. 

4. The Mission's vro~ram in relation to AID'S develo~ment 
criteria 

As stated above, the over-riding political nature of the 
ecoaomic 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 Mis~ioi~. When studies precede project obligations, rather than 
the other way around, rhe 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 
that their performance is judged primarily on the basis of the 
obligation rate for commitment of fuxds. When development performance 
is somewhat lacking in a Mission sponsored activity, it tends to be 
excused as natural for a politica!.ly-driven program which is largeiy 
financed by high levels of Economic Support Funds (ESF). 

Be that as it may, this politically justified program yields a 
higher hive1 of economic funding than would otherwise be the case on 
grounds of solely development criteria, and it is contributing 



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 con6itions of the poor, particularly in the rural areas 
where its main political support lies. However, the distance between 
Official Plan declarations and actual delivery of the fruits of 
development to low income groups is very large. The Government's 



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, 
opezing 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 social 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 USAIP'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 Ex~erience 

T?IZ 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 shar~ ~ r o ~ r a m  focus. tailored to US staff ca~abilities is 
essential to assure Droeram effectiveness. 

In a country program where tke 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 be 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. 



. 
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 
weli, t',e Mission's project portfolio included a very high proportion 
of staff-intensive technical assistance activities, which it was ill- 
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 assisred project. This training 
objective should continue to be gursued even more systematically in the 
future. Generally, the Hission should sharpen further its program 
concentration and focus on those activitiesrwhere it can most 
effectively deliver. 

2 .  Flexibilitv and delenation of authoritv to Mission 
manaeement is critical for effective Droeram manaeement. 

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 efforts on both the current year and 
forward programming. Also the "ex~eriment" 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. 



3. Mission efforts should be concentrated on the more important 
policv 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 pla~ning 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 securitv-develoument link in US assistance to Pakistan 
must be balanced and adiusted as conditions chanee. 

US economic assistance in the period trnder 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 bi~lion, accompanying somewhat reduced 
military sales of $1.750 billion. 



be important in the future. ~akistan; s miiitaq 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 ~oliticallv-driven aid  roer ram involves 
trade-offs in economic ~erformance. 

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 Eore 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. more visible ~rofile of tr 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. 



While Pakistan's assessment was not available for our evaluation, 
certain conclusions emerged from discussions with Pakistan officials. 
The USAID prograu 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 generation, 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 
inclcde 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 litlked to better 
progress on the part of Pakistan implementing agencies. However, this 
fact does not prevent Pakistani officials from seeing these areas as 
laggin5 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 

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 
bz 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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11. THE SECTORAL PROGRAMS 

A. Introduction 

Part I1 of this report provides 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. 

o 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. 

o While every project evaluation contained the evaluators' best 
assessment of "lessons learned", the team found many of these 
"lessons" to be of questionable genural applicability anal 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. Background 

The program composition of the US assistance package 
negotiated in the srunmer of 1982, placed important emphasis on 
agriculture, the dominant productive sector of the Pakistan economy. 
Of the 12 project areas listed in the FY-1982 planning document 



discussed with the GOP during the summer of 1981, five were in the 
agriculture sector. These were: 

Agricultural Fertilizer & Equiment $300 million I 
Farm to Market Roads 50 million 
Water Management 100 million 
Agricultural Education, Research & Extension 50 million I 

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. In light of the 
need to restart the program quickly, the Mission looked for 
opportunities in those sectors which were most familiar to it. The 

Y 

Commodities and Equipment project (391-0468) was utilized to import 

pajments 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 learned" from the On-Farm I 

Agricultural Research (391-0296) was also revived to ~rovide S3.2 I 

provide a transition to a follow-on project (~ana~ement of Agricultural 
Research and Technology 391-0489). I 



Over the course of the six year period (1982-1987), the USAID 
agriculture program took the following shape: 

Oblieations 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 A 18 0 3.6 

Total: - 634.6 374.1 

In addition, substantial rupee obligations were made for se-~eral 
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 Ssptemter 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 percer.t was relatively modest considering the large areas 
under irrigation. Most of the gains in production h,we 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, Pakistan was just keeping 
pace with its ~opulation growth. 

The Mission's Country Development Assi,:tance 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 deliwry of irrigation water, water 
management, extension services, seeds, fertilizers, and 
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pesticides. These represent increases ranging from 84 lercent to 
115 percent above current yields. In most cases, crop yle!ds are 
not affected exclusively by any one factor, but rather by 3 
combination of these factors. 

The Sixch 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 government'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 mora 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 elemmts of USAID's 
program. 

frogram components 

a. Anricultural Research (391-0296) 

This project, be,sun in 1969 to strengthen the Pakistan 
Agricultural Research Syszem, was reactivated in 1982, to extend the 
life of the project for three years and to provide funding to complete 
construction of the National ~gricultural 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-m~~lfactured equipment 
and the so-called "pucka nukas" or COI-~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". 1 

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 
precision leveling of fields, and training of farmws, through 
agricultural extension, in improved farming practices. The project was 
initiated in M 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. 

l ~ o s e ~ h  C , Wheeler, Chairman, OECD Development Assistance 
Committee, "Organizing to Reduce Poverty", unpublished paper, 1988. 



implementation of the OFWM project did not reach its plannod level. 
However, Pakistani participation in the watercourse improvement 
component exceeded expectations with the result that 1,300 of a planned 
1,500 watercourses had been improved as of June 1981. 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 
Saluchistan. 

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

"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 
szep-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 L y  
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 one 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 Outfall Drain 
which czme directly under the provincial governments. 

"With loans and tecnnical 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. 
Disbwsements 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 

2~zwton P. Bourn, Editor, Sheladia Associates, Riverdale, MD 
20737, "The on Farm Water Management Program", Nisar Art Press (hrt) 
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) assisted 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 5 5  
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 rencvation 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. In 1.984, USAID 
contracted with a United States consulting film, Shaladia 
Associates, 1nc.xporated to oversee and provide expert technical 
assistance to resolve some of the problems facing the On Farm 
Water Management program and to acivise 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: 



- - A nearly 27 percent increase in water deliverv 

- - 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 (PU) 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 PER1 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 percbnt 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 I1 and Asian Develournent Bank Phase 

c. Irrieation Svsteas Management (391-0467) 

The Irrigation Systems Management (ISM) activity has its 
antecedents in the earlier USAID program, As was the case with the 

1 irrigation system was prepared by the GOP and the world-~ank in 1981, I 

1982-1987. 

The USAID's ISM project was formulated in July and Aunust of 1982, 

,Involving the GOP. -The reformulated project placed greater emphasis on 
Lechnical assistance and training to strengthen the capability of the I 



Frovincial Irrigation Departments to rehabilitate, operate and maintain 
the irrigation m d  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 a ~ d  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 
is 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 component 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 concl~des:~ 

"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 

3 ~ . ~ .  Garvey and others, Evaluation of the Rehabilitation and 
Institutional Strenetheninn Com~onents of Irrigation Svstem Mana~ement 
Proiect (391-0467), prepared for USAID, Islamabad by ISPAN, February 
1988. 



areas most prone to over-toping or most likely to breach, were 
rehabilitated, without reference to other parts of the Eystem. 
This implementation approach was justified, and the effort has 
been successful; no known major breaches have occurred since 
completion of these emerg<-azy works. 

"Meanwhile, efforts have been undertalcen 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 

I various management problems. Some of the results of these efforts 
have been more or less visibls. 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 

"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 

I 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. I 

"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 

I 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 
apxopriateness of AID'S decision to pursue them. I 

"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,'' 

I d. Anricultural Commodities and Eauioment (391.0468) I 
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 



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 Inteeration of the Northwest 
Frontier Aericultural 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 (GOWFP), Northwest Frontier Province Agricultural University 
(NWFP-AU), and USAID. The agreement, reached in 1.384, provides for 
expenditures of $ 35.5 million by USAID and of $ 29 million by Pakistan 
over the three phases, or 11 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 



by the GOP and the institutional staff, etc). The evaluators concluded 
that: 

1. TIPAN is successfully iaunched and should be continued into 
Phase 11. 

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 
11. I 

3. TIPAN implementation has and will entail an intense and 
4 

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. 

f. Mana~ement of A~ricultural Research and Technolozy - 

(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; 

4~red Tom, Lred Bentley and Elmer Kiehl, Interim Evaluation of 
Transformation and Integration of the Provincial Aericultural Network 
Proiect (391-0488), prepared.for USAID, Islamabad by Devres, Inc. under 
Contract No. PDC-0085-1-6095-00, November 1987. 



Establishing new training institute at NARC; 

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

Strengthened Arid Zone Research Institute (AZRL) 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 projeci components as  follow^:^ 

"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 stozage network. 

I 

5~arris Jafri, Norman Biler and Dan Tucker, Interim Evaluation of 
ft (391-0491), prepared for USAID 

I Islamabad by Robert R. Nathan Associates, February 1988. 



"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 rszent GOP decisions on wheat 
derationing, the deregulation of wheat movement within the 
country, partial deregulation of oilseeds trade, removal of price 
controls on edible oils and liberalized distribution of imported 
fertilizer. 

"The de facto installation of Economic An*~lysis 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 f ~ r  FSMP. 
The expatriate and local professional staff are working c10&$~ 
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. In 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 ?est 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 io vertebrate pests 
w r e  minimal and to a large extent can be controlled with proper 
mait;tenance of storage structures. Project emphasis is currently 
divided squally between post-harvest and pre-harvest 10sses.~ 

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. Aericultural Sector S u ~ ~ o r t  Proiect (391-04922 

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 
:..zeded balance of payments support to the COP 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 

'~~ricultural Sector Support Program (391-0492) ; Date Authorized: 
Sept. 24, 1987; Amount Authorized: $300 million. 



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. 

"ASSP1s 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 
GOP1s role in tubewell irrigation, continued progress in 
privatizing the wheat market and reducing consumer subsidies, and 
removal of restrictions on private import of feed." 

Implementation of the project was just beginning at of the end of . 
the six year period 1982-1.987. 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. Forestrv Plannine and Develo~ment (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: uudertake 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- 



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 ca2asity to 
respond to the emerging income earning oppartu.nities cmnected 
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 w$thin the project are 
still poorly understood by project staff, including 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 pcs~~5le) 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 l i c k  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 2 C  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 

7~homa; Catterson and other, Bid-Term Evaluation of the Forestry 
Plannine and Develc~ment Proiect (391-0481), prepared for USAID, 
Islamabad by Associates in Rural Development, Inc. under contract No. 
PDC-0000-1-13-4104-00, September 1987. 



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 assiszing iL building and strengthening the 
institutional capability of its GOP partner forestry insti -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 wtll 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 COP 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 e 
willingness to depart from past practices. 

3. Mission aericultural strateev 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 21st century. While consensus has not emerged, 
it is clear that the focus will continue to be on policy reform to rely 
more 071 market forces in the allocation of resources, and the continued 
upgrading of GOP institutions that serve the Agricultural sector. 

4. Conc lus ions 

a. The Mission's a~~rozch to structurine the a~ricultuz 
promam in 1981 was without a well defined strategy; rather it drew 
upon the Mission's past knowledge and experience in the agricultural 
sector, and selec.t.,?d 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 suhactivities) to the 
program that had promise of contributing to increased yields. 



b. Efforts to reach consensus on a com~rehensive Mission 
aericultural stratenv 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 ~olicv dialope in a~riculture has had severai 
successes. uarticularlv with resDect to increasinn the ~rivate 
sector's role (fertilizer distribution. derationine wheat. oilseeds, 

and allowing market forces ereaeer  lay. etc). It is not clear to what 
extent some of these policy actions would have been 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 brine about institutional 
reform in the GOP agencies suu~crtine the aericulture sector have been 
far less successful than its efforts to achieve several colicv 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 suuvort for aericulturaa 
research is constrained by the rirtidities of Pakistan's bureaucracv, 
the relations of auulicable federal institutions with those of the 
~ c v k c e s .  and inadeauate linkaees between research. trainine and 
extension. Continued Mission support will be required for some 
considerable time unless these structural and institutional problems 
find a solution. 

f. With the exceution of the CIP and the Irri~ation Svstem~ 
Mana~ement ~roiect. very little of the Apriculture nrosam resulted in 
actual imulementation (CixDenditure of funds) ~rior to the end of the 
six year ~eriod endinv Se~tember 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  roer ram focus. to shore UD the s u ~ ~ o r t  system for 
the aaricultural ~roducers bv reducine the rate of deterioration of the 
exist in^ irrigation svstem. develo~ine new varieties of seed at the 
rate that existirlp varieties become ino~erative. traininv mid-level 
personnel to take on the functions and o~erations of the svstem. etc.-- 
in order to maintain the 3 Dercent Der vear growth rate of tb 
aaricultural sector. is an im~ortant role for the Mission. It seeks 



to im~rove the anricultural supoort system and "to avoid backsliding in 
the ~erforma-nce of these GOP institutions". 

h. The Mission's focus on uvrrradinrr the caoabilities of the 
provincial ornanizations is important. The seventh Five Year Plan 
seeks to increase the responsibilities of the provinces for 
implementation of economic development programs. The ~pcoming 
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 ~ossibilities 
for assistance in the agricultural credit area. Perhaps these, 
explorations will suggest new imaginative interventions for the 
Mission. Further explorations to identify constraints co agricultural 
yield increases, and possible interventions would seem to be warranted. 

j. _The recentlv a~proved Arrricultural Sector S u ~ ~ o r t  
Proiect ( A S S P )  xi11 be em~lovine Sector Grants (~erformance 
disbursements) in coniunction with polic~ chanees that mav be ado~ted 
bv the GOP.  Adoption of the Sector Grant procedure recognizes that 
disbursements on the current program will not be like17 via normal CIP 
and project disbursement procedures at an adequate level to meet 
certain projected balance of payments needs. Whether these conditions 
'qill lead to adoption of policy changes by tho GOP that it would not 
rtherwise intend to take on its own, remains to be seen. 

Enerzv Sector Propram 

1. Backeround 

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, ths Mission had prepared a project paper (PP) in 
1978 for a major Rural Electrification project. The project had been 
approved by A I D  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 EY 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 300 villages. 



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 II 

391-0473 Rural Electrification $204.7 80.2 
391-0478 Energy Plnming & Develop 51.7 23.7 

I Total : ,356.4 121.3 

I Under the GOP Sixth Five Year Plan (1983-1988). almost 40 percent 

correct the supply-demand imbalance and to meet the expectations of th3 
rural populatioc for electrification, a politically sensitive issue. 
Other problems include inefficient production, delivery and collection 
system, 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. Propram com~onents 

a. Rural electrification 1391-0473) 

This project, authorized in September 1982, has i'ive 
setarate and distinct components with a total life of project 
authorization of $340 million, of which $204.7 million was obligated 
durivg the six year program ending September 30, 1987. As of September 
30, 1587 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 

I 

135,000 employees, serves over 5 milllon customers through more 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) Com~onent t calls for assistance to bring about 
institutional improvement of WAPDA to carry out an accelerated rural 
electrification program. 



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 
organizstional 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 presented 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 Cistribution Wing in WAPDA. This major 
organizational change was recommended in the Institutional Improvement 
P1.m. Althovgh WAPDA approved the creation of the Wing in April 1985, 
final GOP approval of the Wing and the requisite senior level 
managenent positior.~ di4 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 Pakistan 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 a;?.dition 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. 



While this problem remains to be solved, the National Rural 
Electrification Master Plan was successful in mobilizing resources from 
outside lendcrs. 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) Com~onent 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 vas used to develop a 
comprehensive Distribution Training Plan, hased on a detailed census of 
distribution function employees. It was ccmpleted on schedule and 
accepted by USAID in November 1985. Tb.2 Plan is designed to meet 
Distribution's current training requirements while addressing the 
organization's !.ong-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 imnrovement. thp I 

I 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. I 

Technical assistance also expedited the establishment and staffing 
of an organizational 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 cwrses. Finally, 
facilities, staffing and equipment requirements and deficiencies have 
been identified for eight Area Electricitv Board trainine cmters and 
26 circle training centers. 

(3) Com~onent 3 calls for rehabilitation of overloaded 
distributioc 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 capa$ity. 

The planned output of this component was the design and inttial 
implementation of a comprehensive Energy Loss Reduction (ELR) program. 
The program was designed as tht: distribution system rehabilitation 
element of an eight-year Master Plan for the Power Distribution System 



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 )  Com~onent 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 11 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 11. USAID provided the A/E services for Phase 11. 
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 )  Comwonent 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 AID funds for rural distribution system expansion. All activities 
tmder this component were to be carried out in acco:,:dance with a 
National Rural Electrification Master Plan developea under Component 1; 
and with Components 1 through 4 having achieved the prerequisite 
institution building and system strengthening. 



As noted earlier, a National Rural Electrification Master Plan was 
developed r s  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 harmcny 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 undar 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 I1 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 nnd 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. 

9 4 



b. Enerev ~lannine and develo~ment (391-0478) 

This project assists the COP 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 train in^ in enercv analvsis and 
stratem assessment for ~olicv and develo~rnent 

Pakistan's Seventh Five Year Plan, covering the 
years 1988 to 1993, contains targets, planned allocation of tesources 
and direction of private and public sector investment strategies for 

facilitate institutional upgrading of- the various orgar;izatic:,s 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. Its 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 

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 

-- 
planning related disciplines. 

Funds are also being provided through this project activity to 
finance a revision of the Rural Electrification Master Plan develo~ed 

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

Contractor selection and contract execution did not take place 
until J-lly 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 

There is considerable evidence that Pakistan has 
substantial quantities of coal reserves. rnostlv of Door quality but 

I to locate these reserves, evaluate their exploitability and undertake I 



I 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 500MW. 

A small market assessment and applied R69 activity, to develop a 

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 

potential reserves of up-Eo 200 million tons. Drilling &uipment 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 

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 

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 of enerev conservation and use 04 

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 enernv nor a 



major consumer. He urged that an independent organization be 
established to perform the functions envisaged for it. The GOP 
accepted the recommendation and established th:-. Sational 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 Prine 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, ENERCOii is offering free service to adjust 
these boilers and furnaces, with thz 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 servic~ for a fee. The project is 
covering a wide variety of activities inpll sectors of the economy. 
There is a major emphasis on hands-on ski+l training. 

Another activity under this project .7as a design study, to improve 
the efficiency of existing thermal power blants. 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 revonsibility for most of these 
plants, has engaged in a program LO optSmize 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 millidn was obligated within the 1982-1987 
commitment level. As of September 30, 1987, expenditures totaled $23.7 
million. 

c. Enerev Commodities and Eaui~rnent (391-0486) 

This project was designed to assist the GOP meet its 
foreign exchange needs for imports in the energy sector. It is 



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 tke GOP on such energy policy concerns 
as rationalized gas and electricity pricing, gas/oil resource 

3. Mission self-assessment of 1982-1987 enerev sector vrograms I 
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 C Y C ~ ~  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-UD in earlv 1986. Major USAID accom~lishments I 
(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, USAID1s 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; 

techniques; provision of oil and gas seismic and geophysical I 

"On the institutional side, USAID's major accomplishment has 
been the det.tsian 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 



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; 

- - Oil 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 COP 
and provincial governments. 

"In 1983 the COP 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 irivolvement 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 



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. 

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 concinue 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 o:her 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 projects1*. 

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. 

5 .   conclusion^ 

The Mission's stratenv of involvement in this sector 
seems auite sensible. It draws on the Missions knowledge from past 

LOO 



activities in power generation and distribution iyk Pakistan, and the 
strengths of the US private power industry. It has identified 
activities that complement and reinforce those of other aid donors. 
And, perhaps most significantly, it is prepared to take the high risks 
and perform the unglamoro~s tasks that are associated with exploration 
and testing the feasibility of uncertain investments. The Mission is a 
major player in a high stakes game that addresses one of the more 
significant constraints to Pakistan's economic developaent. 

c. Im~lementation has been slower than orininallv 
anticioated. 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 ttzan it might otherwise have moved. 

d. The ~olicv dialonue on ener~v oroblzms seems to be 
carried out at a orofessional level in a construc:ive manner. mile 
certain GO? 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 Proprams 

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 countrv, 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. ' la 

%BRD - "World Bank in Pakistan: Review of relationship - 1960- 
1984". Volumes I and 11, January 1986. 



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/Pakistants 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); 

o 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; 

o 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 : 

Provision of overseas training for more than 3.500 Fakistani 
professionals, including about 800 in long-term degree 
courses ; 

Established WAPDA Distribution Training Institute 
in temporary facilities in Lahore, and initiated 
plans for constructing permanent facility in 
Islamabad; 

Supported strenghening 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 

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

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 
$39 million with the objective of improving the coverage and quality of 
rhs 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 responsibility in Pakistan. In 
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 



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 

Basic Health Units (BHUs) in remote areas throughout the country, 
str~tegies 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. 

1 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. 

I 
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 

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 

Other inputs in the first phase include assistance in a i 

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 

a 
been set with the COP were being met. In a larger sense, the program I 



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 COP. 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 COP 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 (c) 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 
COP 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. In addition, USAID assisted the GOP 
in experimenting with a Management Information Systex (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 enrolled 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 COP 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 



o Itisimportantthatrealistictargetsbe set andthen 
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 restxgence of malaria following 
termination of the project. By 1074, following severe flooding 
throughout the country, it reached epidemic proportions at a level of 
LO 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 Afghrn 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 t'he 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 pups 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. To ecable the GOP to establish effective and 
reliable blood slide examination of fever cases for detecting of 



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 corporations of 
Fakistan 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 

I 
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 ic Pakistan. 

The tendency to focus all malaria efforts in the Directorate 
resulted in the rest of the Health Ministry ignoring those vital 

I activities that go along with spraying (education, diagnosis, reporting I 

I control effort into the overall programs of the Health Ministry. 
Management impro-mnents to facilitate institutional development 

1 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. Its 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. 

It is a commonly accepted perception that if a country 

I 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 race 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 



years. Strengthening of the population planning program is vital. 
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 
population may contribute to future political unrest as well. 

(1) Background to the 1982-87 vrogram 

1952 in Paki 
Association 

Efforts to contain population growth rates began in 
stan as a purely NGO activity by the Family Planning 
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 outlets (hospitals and clinics). Therefore, by the 
early 196Gs, 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/Pakistants 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 supenision of field activities required in such a- 
effort; and, late?:, 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 



idea, codesigner of the CMS strategy, and the major donor: in effect, 
this was said to be AID/Pakistanls ~ronram. The  roer ram floundered: 1 
Pakistan: because it virtually designed the program, ~1~/~akistan 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. I 

At about the same time, AID/Pakistan entered into policy dialogue 
with the COP 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. 

I 
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. I 

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, 

I 
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 million. I 

(2) The 1982-87  roer ram ueriod 

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

o Family Welfare Centres (FWCs, essentially clinics); I 
o Reproductive Health Centers (RHCs, mostly sterilizations in 

hospitals) ; and I 
o Training. 



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

Concerning the larger population plznning 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 prograus. 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 praczice 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 wosan. 

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

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

Condoms . . . . . . . . . . . . . . . . . . . .  46.37 percent; 
IUDs . . . . . . . . . . . . . . . . . . . . . . .  19.76; 
Contraceptive Surgery . . . . . .  20.46; 
Oral pills ................. 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 nost 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; 

o Provided Rs. 21 million for construction in Karachi of a 
central warehouse for the Population Division and facilities 



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 amors to 
coordinate their activities, the UNFPA held the first such meeting in 
1983. Since t:hen, informal meetings have been held periodically. 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, 
voluntary, 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 untLl 
June 1986, the Mission had been involved with the Population Division's 
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NGO p r o j e c t  from i ts  e a r l i e s t  s t a g e s .  USAID, along wi th  UNFPA and 
CIDA, were ~ c t i v e  p a r t i c i p z n t s  and resource persons a t  t h e  March 1984 
p r e - p r o j e c t  workshop f o r  COP and NGO personnel.  This  workshop 
e s t a b l i s h e d  the  conceptual framework and guide l ines  f o r  t he  NGO 
Coordinat ing Council and the  NGO p r o j e c t  which r e s u l t e d  i n  tho. 
p repa ra t ion  of  t h e  PC-1. Despi te  t he  f a c t  t h a t  t he re  were no b i l a t e r a l  
funds a v a i l a b l e  t o  f i n a n c i a l l y  suppor t  t he  NGO Coordinat ing Council f o r  
a per iod  of a t  l e a s t  18 months a f t e r  i t s  establ ishment  i n  January 1985, 
USAID was considered i t s  most a c t i v e  proponent acd p o t e n t i a l  suppor te r .  

A s  mentioned e a r l i e r ,  AID/Pakistan has  been explor ing  ways i n  
which the  p r i v a t e  s e c t o r  could be engaged i n  t h e  s o c i a l  marketing of 
popula t ion  planning s i n c e  the  mid-1970s. In a d d i t i o n  t o  i ts  support  of 
t he  GOP's l a r g e r  popula t ion  program, the Mission has a l s o  supported the  
GOP's S o c i a l  Marketing of Contracept ives  Program. The idea  was t h a t  
through t h e  use of s tandard  a d v e r t i s i n g  techniques and e x i s t i n g  r e t a i l  
networks, t h e  s o c i a l  goal  ( i . e . ,  t h e  b e n e f i t s  of family planning)  would 
be marketed t o  t he  populat ion.  Two des ign  teams were engaged by A I D /  
Pakis tan .  Af te r  a prolonged p r o j e c t  design exe rc i se  a P r o j e c t  
Agreement was f i n a l l y  s igned  wi th  the  GOP i n  March 1984. W.  Woodward 
Pakis tan  (Pv t . )  Ltd. ( d i s t r i b u t o r s  of  t he  popular g r i p e  water i n  
Pakis tan)  were s e l e c t e d  a s  the  implementing f i rm and s igned a con t r ac t  
with the  GOP i n  December 1985. AID/Pakistan con t r ac t ed  with the  US 
f i rm,  Populat ion Services  I n t e r n a t i o n a l  (PSI) ,  t o  be t h e i r  r e s i d e n t  
adv i so r  a s  they hae ex tens ive  experience with a s i m i l a r  ( succes s fu l )  
program i n  Bangladesh, while the  COP cont rac ted  with the  NDFC a s  t h e i r  
adv i so r s .  Woodward the11 proceeded t o  h i r e  a d v e r t i s i n g  and market 
r e sea rch  f i rms  on sub-cont rac t  b a s i s .  The condom, c a l l e d  " S a t h i , "  was 
tes t -marke ted  between October--December 1986 i n  Sargodha (Punjab) and 
Tharparker (S ind ) ,  and then launched n a t i o n a l l y  i n  January 1987. By 
March 1987, the  n a t i o n a l  launch was completed. 

The program works a s  f o l l > w s :  AID/W provides the  condoms (through 
t h e i r  s t anda rd  c e n t r a l  procurement procedure) wi th  AID/Pakistan's 
funds;  they a r e  bulk-shipped t o  Karachi,  where they a r e  c l e a r e d  and 
s t o r e d  i n  a ren ted  government warehouse ( t h e  one being b u i l t  by AID/ 
Pakis tan  i s  s t i l l  under cons t ruc t ion ) .  O f  the  $20 m i l l i o n  budget f o r  
t h e  SMC P r o j e c t ,  60 percent  ($12 mi l l i on )  is budgeted f o r  
con t r acep t ives ,  which a r e  given t o  Woodward f r e e  of charge. Th i r ty  
percent  ($6 m i l l i o n )  is  f o r  Woodward t o  cover i ts  c o s t s  f o r  marketing, 
packaging, adve r t i s ing ,  e t c .  Woodward packages the  condoms, s e l l s  them 
t o  t h e i r  d i s t r i b u t o r s ,  who s e l l  them t o  wholesalers and/or shopkeepers,  
who then  market them t o  the  pub l i c  f r ,~ .  Rs. 1 f o r  a packet  of 4 condoms. 
Woodward is  pa id  a commission accord .ng  t o  how much product they  move. 
A small p a r t  ( .04  percent )  of t h e  s a l e s  is deposi ted i n t o  a s p e c i a l  
account of the  GOP's Populat ion Welfare Divis ion (not  i n t o  t h e  GOP 
t r e a s u r y ) ,  and has been reserved t o  be u t i l i z e d  f o r  ope ra t ing  t h e  SMC 
p r o j e c t  i n  t he  f u t u r e  a s  mutually agreed by the  GOP and ~ I D / P a k i s t a n .  

I n  i ts  r e l a t i v e l y  b r i e f  l i f e ,  the  s o c i a l  marketing network now 
covers  40,000 r e t a i l  o u t l e t s  throughout t he  country,  mostly i n  urban 
a r e a s ,  thereby providing l a r g e  numbers of a s a f e ,  h i g h - q u a l i t y ,  low- 



cost product to a wide spectrum of consumers in Pakistan. The program 
has been handicapped so far because the COP 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--4xd 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 anzicipated 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 COP'S Population Division 
(within the Ministry of Planning and Development) has been divided into 
nearly thirty separate projects, each needing a separate PC-1, 
includilrg 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 mcke operational decisions "sounds right" thus far as 
it appears to give the program a needed flexibility. In addition, 
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 
declines gradually to about 2.46 percent by then, the present goal-- 
xkich looks problematic at this time--the population in the year 2000 
mzy be only 139.4 million instead. 

c. Human resources develo~ment 

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

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

- - Women in develo~ment (WIDL: to foster the incorporation of 
women into the larger development process in the country as 
both agents and beneficiaries of change. 



implementation. On the whole, these- initiatives have been fairly 
successful, and are being actively incorporated into the 1988-1993 
country program. 

(1) Training 

The Training Program, coordinated by the Human 
Resources Development (HRI)) office, is responsible for nearly all forms 
of training which takes place in USAIDfs 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 initiativss 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, a&~i.dstration 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. 

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: 



o Institutionalizing a system whereby management training is 
xndertaken 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 ~rirne 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. 

The sub-contractors: 

- - Ex~eriment 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 (Cambridee): 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: 



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

o National Institutes for Public Administration 
(NIPAs, one 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. 

(ii) Partici~ant 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 COP, and based on 
training elements within each of the Mission-funded training elements. 
This includes 700 training slots each year in management and 
administration fbr both training public and private sector 
participants. There are two types of courses: 

(a) Technical courses: usually 6-9 months non- 
degree, short-tern courses; which may or may not award a certificate. 



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 lonp-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, focuslng 
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 COP called for 
ten percent of the trainees to be women, but the COP said there 
weren't enough qualified women candidates. This program (discussed in 
the WID section of this report) facilitated the incorporation of wont:*n 
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_ Total - 
Total 47 123 403 733 1469 2775 

Short- term 9 96 312 555 1194 2166 
Long -term 3 8 2 7 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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country program. 

(iii) English Lan~uaae 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 experinental 
programs. 

The Academy for Educational Development (AF3j began to teach 
English language classes through pilot programs in NWFP and 
Baluchistan. An English course was also set up at the National 
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 c-m networks, they identify 
candidates for study abroad. Once a candidate is identified, RED 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 CIELS. 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 COP'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 to;: 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 or 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 
Mission's goals well. 

now seems to be serving the 
- 

The HRD Program for 1982-1987 may 
USAID and the GOP to focus more of its 

have served to encourage both 
own attention and resources of 



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 Develo~ment - A cross-cut tin^ 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 
thz Decade for Women, underscored the necessity of incorporating women 
rnco 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 based 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 reinfcrced this macdate. 

However, the program in Pakistan is not .- t-aditional one; ::lther, 
it is a security assistance program--to promota economic and,/or 
political stability--which is derived from Section 531. Only "tr, the 
maximum extent feasiblen will assistance be provided "cocsistent with 
the policy directions, purp!,ses 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 i 

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 ihternal factors, the COP 
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). In brief, it encouraged more attentict, 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 
representation 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 Miss~ons. 
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 of 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 shov where Pakistan stood in relation to 
training women vis a vis other USAID Missions at more or less the start 
of tl:e 1982-1987 AID program: 

I TABLE 7 
I 

I 
1 PERCENT OF FEMALE PARTICIPANTS IN TRAINlNG ACTIVITIES 

I 
i 

I 
FY 1980 

I 
1 FY 1981 FY 1982 FY 19831 
IWorldwide total 16 16 18 
I Africa total 15 16 

21 1 
18 

I NE total 13 12 15 
20 1 

[LAC total 21 22 2 3 
18 I 

/Asia total 15 15 
29 I 

15 
I Bangladesh 8 11 14 

17 I 

I Burma 3 8 2 7 2 7 
15 I 

I India 4 2 : 1 
13 I 

1 Indoriesia 8 10 10 
12 1 

I Nepal 8 8 7 
18 1 

I Pakistan 5 2 5 
5 1 

I Philippines 3 5 3 7 3 7 
8 1  

I Sri Lanka 2 0 13 15 
34 1 

Thailand 16 2 5 2 5 
15 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 



the mainstream of mission and bureau programi.ng--the "big ticket" 
i tems . 

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 reflaction 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 Mwntaz and Farida Shaheed, Women of 
Pakistan, Lahore: Vanguard, 1987 and Anita Weiss (Ed.) Islamic 
Reassertion in Pakistan: The A~~lication of Islamic Laws in a Modern 
State, Syracuse University Press, 1986.) In 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 Demonra~hic Profile, Pakistan Institute of 
Development Economics, Islamabad, 1986). 

The resumption of USAID assistance in 1982 did not, however, lead 
to an immedi,\te 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 direccly 
with balance of paynents 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 COP" 
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 COP? 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) Mission resoonse - 1981-1984 
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. 
Agaln, 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 wlrat 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-literacv 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. 



emphasizing this area. This is sn area which 
given serious consideration by the Mission, and is being inc 
into the new six year program (1988-1993). 

to produce programs, channel money, and evaluate and monitor all issues 
related to women throughout the society. 

ersonnel did engage in extensive consultations 
ne Women's Division In this and other contexts 

n was made that given the Women's Division potential 
sources from other international donors as well as its limited 
political,/bureaucratic base and absorptive capacity, AID/Pakistan 

-- 

which would be oriented towards NGO--and hence WID--activities. 

The Larger priorities of the Mission in Pakistan--namely fast 
nodity assistance for balance of payments purp 

agriculture and energy--were viewed by most officials (AID/W and 

I USAID) in the first half of the program as being of such overwhelming 

recalled that "women's issues" were channeled into the new W 

development the world over: seeing their need 

I contributions as separate from those of tt,e larger society. I 
I A major shift in Mission orientation occurred in 

t and policy concerns became a more sig 
' - '  

I ad-rocacy center for WID concerns. Ia addition, a senror starr member 
w s  designated project officer for NGO activities with an in' 

ssion Director issued a memorand,m to all proj 

I 02;'ficors and personnel on 25 March 1986--which was reissued one year 
later--urging they explore WID initiatives in projects as the Kission 
"is fully committed to examine and pursue opportunities for improving 



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 abcut at both 
design and implementation stages as well as in policy discussions with 

I the GOP. In brief, they were : 

1 o ICRW Re~ort. 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. 

o Suzanne Sta~les Re~ort. May 1986: From visiting projects in 
rural areas and "katchi abadisl' (urban squatter slums) in 
Karachi and Lahore which were aimed mainly at training women 
for income generation, the stvdy 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. 

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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I was supported by the Project Design and Implementation Fund I 
, might result from the study. A second contract was signed 

1 with the law firm in January 1988 to follow up on this and 
I seeks to create two outputs: a research document. available 

women's activities in the country; and an action document to 
assist indigenous NGOs in developing and imp-ementing 
WID-oriented packages. 

o ICRW (TADP) Reoort. November 1986: conducted in the Peshawar 
area, it made suggestions for incorporating a WID income 
generation component into the Tribal Areas Development 
Project. In 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 Develoument (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 subseauentlv eiven 

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 

While no one project, g e ~  B, has yet resulted from the above 
activities, the body of knowledge which was collec~i-d contributed both 
to the incorporation of YID-related components in some of the Mission's 

the conception of the rile 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 
Punjabi 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 



(d) Mission proiect com~onents 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. In 
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 . . . . . . . . . . .  4.........9........25....,.67......72 
Other projects - -  . . . . . . . . .-- . . . . . . . .  2.......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 personriel recognized the limited successes o: 
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--7 initiated to reach a larger number of the 
target group, eqpFa- 4g women in mid-level managerial positions and 
entrepreneurs. fF .,SP processed 72 women participants for training 
in the US dur.nr 35 ,d FY 86; as of 11 March 1988, selection of 72 
women for F" 47 led .~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 



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. I 

The Population Welfare Planning Project, needless to say, T 

includes a WID component in all its acti-rities. , 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 USAID1s 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 way1' 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 questions, 
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 fanning: and the Enerav Planninn and 

1 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. 

is also under consideration for the Pakistan Forestry Institute in 
Peshawar as a possi5le 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. 



A "Women's Non-formal Education Component" was developed a s  pa r t  
of the NWF Area Development Project  (NWFADP). I t  has been i n  
implementation about 20 months, and is slowly but s teadi ly  gaining the  
support and ac t ive  par t i c ipa t ion  of the t a rge t  group. The pro jec t  has 
established 24 t ra in ing  centers i n  the Gadoon-Amazai area  which t r a i n  
and educate women i n  heal th ,  nu t r i t i on ,  bas ic  l i t e r acy ,  and income 
generation s k i l l s .  These low-budget t ra in ing  centers a re  usually 
located i n  two rented rooms i n  a cen t ra l  locat ion,  so t ha t  the  women 
can eas i ly  get  to  them. Two woinen i n  the Gadoon Project  Coordinating 
un i t  administer the centers ,  h i r e  a female teacher fo r  each one, who 
then h i r e s  her own female ass i s tan t .  One room i s  used fo r  tke  t ra in ing  
center ;  the second is  used as the teacher ' s  l i v ing  area.  The project  
is considered of great  importance to  the NWFADP, fo r  i n  the process of 
transforming the l oca l  economy away from poppy cu l t iva t ion  and in to  new 
areas ,  the in tegrat ion of women into  the new economy is perceived a s  
c r i t i c a l  t o  the overa l l  p ro jec t ' s  success. 

(e)  Op~or tun i t i e s  f o r  other W I D  directed a c t i v i t i e s  

While steps have been taken to  in tegrate  women in to  
the l a rger  country program, there a re  fu r ther  opportunities fo r  
AID/Pakistan to  address W I D  concerns. For one, the Mission should 
develop a W I D  s t ra tegy paper; t h i s  has f a c i l i t a t e d  in tegrat ing W I D  
a c t i v i t i e s  in to  USAID projects  elsewhere. I t  would be useful  to  
i n s t i t u t i ona l i ze  W I D  i n  the longer s t r a t eg i c  planning of the Mission. 

The change i n  both di rect ion and policy dialogue with the GOP 
which began i n  mid-1985 is  par t  of an important process i n  which the 
proposed Special Development Fund became the centerpiece of AID/  
Pakistan's  W I D  e f f o r t s .  The Mission has recognized that  nei ther  it nor 
the GOP can afford t o  play a t  the edges of women's needs i n  Pakistan 
and t h a t  f o r  a sustained and successful development process, women must 
be incorporated in to  a larger  programming framework. I n  e f f e c t ,  the 
decision was made t ha t  the a b i l i t y  to  fund NGOs d i r ec t l y  leads t o  the 
increased a b i l i t y  t o  support W I D  i n i t i a t i v e s .  Although not formally 
approved by the GOP, much e f f o r t  has been expended i n  building support 
f o r  the SDF, including discussions with the President, Prime Minister, 
Minister of Planning and numerous Secretar ies .  Although the SDF could 
not be implemented during the 1982-87 period, i t  appears l i k e l y  t ha t  it 
w i l l  become a pa r t  of the 1988-93 program. Increased support f o r  NGOs 
has been included i n  proposals for  the GOP's Seventh Five-Year Plan. 

Essential ly,  the  SDF would fund a n3w 'akistan-based organization 
(akin t o  a foundation approach) t o  suoport !:GO a c t i v i t i e s .  Each 
contributing donor w i l l  be able  t o  earmark the broad parameters fo r  
which i t s  funds w i l l  be used. The AID/Pakistan contribution of $30 
mill ion (untied t o  most USAID requirements through the cash t rans fe r  
mechanism) has been earmarked fo r  strengthening NGOs and fo r  support of 
NGO/WID projects .  A governing board made up of no l e s s  than 2/3 
pr ivate  sector  notables--people with proven t rack  records fo r  
i n t eg r i t y  and/or success i n  the NGO f i e ld - -w i l l  have authori ty t o  make 
grants of up t o  $600,000 without any fur ther  approval. The main policy 



issues at stake have been the GOP1s 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, m d  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 tlumber 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 sone 
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 facilit~te the incorporation 
of Women into the development process. 

Area Develo~ment Activities 

The proposed planning levels and composition of the 1982-1987 
program, as negotiated in the summer of 1981, contemplated the 
following area development activities: 



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-.c, of the social burden and 
a somewhat higher economic cost of the 2.3 m.''.ion Afghan refugees in 
the country. The US intention to provide specially targeted econos!.*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 

Mil 
Z l i o d  

Baluchistan Area Develop (391-0479) 45 5.7 
Tribal Areas Development (391-0471) 2 2 5.0 
NWFP Area Development (391-0485) 3 1 9.t 

S 98 19.8 

In addition, the Mission unda rtook a project, Roads Resource 
Management, in the last year of the 1982-1987 period to assist in 
improving the capability of the COP 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 Missim's efforts in area development is a 
recognition that serious problems are posed to Pakistan's stability and 
national integration efforts by "lagging areasn. Pakistan has already 
experienced the separation of one'of its lagging areas (East Pakistan, 



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 

2. Proeram comoonents 

a. Baluchistan Area Develobment (BAUD) 

The BAUU) 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 mest 
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 nati-onal economy." 
Under a formula used to allocate funding to provinces, Paluchistan and 
the NWFP each receive 5 percent of the total Federal Ann~al 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 . 
dei7eloped 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 (BAUD) 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 Bsla-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 BAUD project was performed in 
December 1987. The team described the following progress to date:9 

"Construction contracts for the Kech River Bridge and 
Bela-Awaran road were signed in August 1987. The planned 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 lan~uage 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 Agricuitural 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 planned. 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 

'~obert LaPorte, Ralph Hill and Jonathan Addleton, Interim 
Evaluation of the Baluchistan Area Develo~ment Proiect (391-0479), 
prepared for USAID, Islamabad under IQC Contract No. PDC-0085-1-00- 
6108-00, December 1987, 



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 

project are evident in Makran in the form cf capped tubewells, 
unused for lack of adzquate provisions Eor 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 datsil, 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 

roads. A sense of -isolation, restrictions on movement and 
temperature extremes makes long-corm tours of duty in Makran 
difficult. The fact that much of the project activity 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 staffw. 

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 surp~isingly, project 
work carried out under the shadow of levee guards tends to 
distance project staff from the local population". 

"The BAUD 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. BAUD 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 

I infrastructure such as the Bela-Awaran road or ~ e c h  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. / I  1 



"The issue of employment of Baluch in project activities has 
been a constantly recurring theme. One oP 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 constitute a 
continuing concern throughout the life of the project. 

"Makran is generally viewed as one of the more politicized 
regions of Balcchistan. The most vocal part of that politicized 
population-- the Baluchistan Students Organization (BSO) - -  
opposes all E A U D  activity. For example, the baseline data 
collection as woll as the training program for Makrani students 
were both dismissed for their alleged connections with more 
sinister "intelligence gatheringw 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 B A U D  activity in any case) could have made 
far more "important" contributions to the country than Tarbela 

"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 B A U D .  All such incidents appear to originate with 
political groups opposed Lo the idea of a project at all. The 
usual response of the actual beneficiaries following such events 
is to reiterate their support and request that work continue. On 
a project-by-project basis, according to the LBI TA Team and 
district administrators, local support is generally goodw. 

Although security concerns and occasional vandalism clearly 
complicates implementation, they do not appear :o reflect the views of 
most 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: 

"It is clear from the BALAD documents and Files and from data 
derived from interviews with the principals involved that 
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I difficulties and delays have been a part of BALAD from its 
ince~tion. It is also clear that the nature and direction of I 
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 accomplislunents and failures 
of B A U D  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 

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 proeram 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 RkO/ 
Quetta. Major commodities--including four lp.nd cruis~rs and four 
pick-ups (directly under BALAD) and 17 jeeps, three large 
generators, and approximately $3 rtillion 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. Onlv minipal training other than the 

I Vo-Tech program has taken place. 

"The impacts of the activities of BAIAD 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 schools 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". 



b. Tribal Areas Develo~ment 

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. I 
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 I 
(roads, irrigation 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 

to do development work in this extremely difficult area. The I 

political access j ;working with implementing agencies (the 
Federally Administered Tribal Areas Development Corporation 

I (FATADC), the Communication and Works (C&W) Department of the 
I North West Frontier Province (NWFP) that lack trained personnel 



disrupt implementation of subpojects; 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 ky 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 tho tribal 
areas been reduced from 90 percent to 30 percent. If USAID is 
successful :n TADP, it will be a "first of its kind." 

"The problem, then, is how to overcome the corrstraints 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 COP project manager. 
Because its subprojects are located in several tribal agencies and 
fronkier regions and implemented by either FATA-DC or the NYFP C&W 
and Local Government and Rural Development (LC&RD) departments, 
there are ssveral 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 supportsn. lo 

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 in the 



decision making process. It did not wish ta repeat 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 ehe 
beneficiary. Work is concentrated in Waziristan Kuram and Bajaur, 
where receptivity is high and there is no evidence of Narcotics 

I 
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. I 

c. Horthwest Frontier Area Develo~ment I 
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-.4mazai, the Froject area is composed of two union councils of 
Abbottabad District, one of Swat District, and four of Mardan District. 

,-+ 1 
The project is administered from a special GOP office (The Project I 

Coordinating Unit headed by e 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 

I 
program. 

I 
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 \ 

I the cultivation of opium poppy. In late 1983, the Government of 
I 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 I,P 

> ,  

in the remaining poppy growing areas in the North West Frontier i: 
Province and the Federally Administered Tribal Areas. The targets . .. :ir , ,. 

i t  
under SDEP implementation were Dir District, Chitral District, Mansehra 
District, and Mohmand and Bajaur Agencies. The SDEP also provided the 

+f 41 
mechanism to coordinate activities in the narcotics related projects in r 

;? "9 
Malakand, Buner, and Gadoon-Amazai areas. The GOP submitted the SDEP . 4 :!# 
to the international donor community in early 1984 for consideration. . t , a  

q , q  

As a result the Dir Project sponsored by UNFDAC was initiated and the 5 $9 . r>q 
Special Development Unit was established within the planning and bYt? 
Development Department of the NWFP to oversee all "poppyw projects, ::, ,%ti4 

; '%? . N 8 
The Government of Pakistan, NWFP and its local bodies, the United *. & a*( 

States Government, United Nations, and other organizations are making a 3, , ... 
concertea effort to eradicate poppy growing in MJFP through a series of .. .!; .& 1 .\. 



developmental and enforcement activities. The NWFAD Project is one of 
these, important bscause of its successful enforcement, while 
introducing improved agriculture and the provision of social and I 

The project was evaluated in July 1987. The evaluation team 
concluded: 

Frontier Area ~evelo~ment Project has bean-able to demonstrate 
1 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, -1 
postponed to an extension project due to budgetary constraints. 
The quality of construction, particularly given th3 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 
strongn. 

.p 
"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 rs i 

i.: J 
stage, gains should not be viewed as secure. It is imperative -,)& '1 
This is necessary for the consolidation of current achievements, ". (,gI 
as well as for further improvement upon them. Orchards, for . A f 

;-. "t 

example, will not produce full harvests for at-least four more , 
/ - years, and the trees will need careful tending and supervision 

saturate Gadoon-Amazai , and the need for subprojects cbntiiiues in I *4 A 

I all categories. Beneficiary cooperation with the project is now $;%. i- ' 
A .  

strong and recognition of its efforts-ie high. A surplfisfng 70 -d;&$ . A ~ T ~ ~  

&$ percent of those beneficiaries surveyed had actually been to visit :.r 
q ,  9 ,  t,-'i; g the project office in Topi. Even the one union council that had - ?.& - 8j\$ 

-!) sr 1 
most opposed project activities began participating three months llhv 

ago. ' $2 
'& 



"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 I1 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 esployment 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-Anuuai 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 chis deprived area in Mansehra. 

"In sum, the evaluation team believes that the NWF'AD project, 
despite a11 of the difficulties, has succeeded beyond what might 
have been expected. A very good foundation has been laid for a 
Phase 11 extension. The staff of the NWF'AD Project is to be 
commended for the considerable level of success achieved. "I1 

This project, with a proposed life of project cost of 
$43 million, was approved in 1987 and no expenditures occurred priorto 
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: 



maintained by the District Engineering Office (DEO). The 
system will represent the district's optimum level of 
all-weather service consistent with the financial and other 
resources of the district. 

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. 

'location of district fin-cial resources to &intenanca. 
q t '  should be allocated suffi Aent 
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, (it) 
improvements in the generation and managanent 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. 

* 

enforcement, A discussion of the problem of narcotics pro& 
trade, and USAID'S role in its reduction. may be found in Sec 



3 .  With regard to the B A W  and Tribal Areas projects, if the 
Mission was looking for a challenge, it certainly found it. It would 
ce 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 reward 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 1.0 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 beicg a part of ?akistan. 

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. 

Narcotics Control, 

1. Background 

AID/Pakistan has adopted a two-pronged source/demand 
reduction strategy for its narcotics program in Pakistan, which is 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 
b;r the progressive success of Pakistan's snforcement policies. In 
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 



the removal a f  poppies found in eny area receiving project resources. 
AID/Pakistan will not continue to work in a given locality ' f  poppies 
are being cultivated there--everything just stops. 

I On the whole, efforts for opium poppy substitution have been 
problematic: opium yields estimated at 800 metric tons in 1979 dropped 
to 40-65 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 farmeate f rice of ouium. Second. Pakistan I 
came to have a significant internal addiction problem in this era. 11 

front have had two major objectives: crop scbstitution and demand 
reduction. 

In the 1982-87 Droeram. AID/?akistan has been assistinw the COP 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 I 

w 

abuse and to build grass roots supper; for the GOP1s demazd reduction 
and crop substitution efforts. I 

Opium poppies have been grown in remote hi~hland areas of the NWFP I 
increased after World War 11.- ~oppiis flourish at 500 - 2 ,;00 meter; 
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 socioeconomic 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 

facilities. Therefore, with its high labor demand at harvest and its 
value as a profitable and easily marketed and stored crop, opium poppy 
has remained im~ortant in these areas. and is often the basis of local I 
aconomic systems. 

The GQP ratified the 1961 Single Convention on Narcotics Drugs and 
the 1971 Accord. In 11.43, 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) 



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 fn settled districts and in 
major irrigation systems. The GOP's g o ~ l  became the develcpment of 
alternative income opportu-lities in creas under poppy cultivation, and 
to ensure enforcement of the opium 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 COP 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 
Department 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/Pakistants poppy elimination effort:\ it will be 
addressed first, followed by a discussion of other activities. 

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 zt Project Coordinating Unit (PCU); 

o 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 roads, schools, 
irrigation facilities, Basic Health Units (BHUs), etc. 

It is important to note that these activities precede the 
enforcement of rhe ban on opium poppy cultivation. Over four hundred 
of these infrastructure projects are on-going; one hundred have already 
been completed, 



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 fanners 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 perioG for the cost of 
land, so as to encourage established industrialists and 
entrepreneurs--people with proveb capabilities--to 
invest in the area; 

o Overseas employment: visas 
from Gadoon, though due to 
have been used; 

are set aside for people 
the low level of skill, few 

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 
departmenti 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 hartest. 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 



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: 
le=islators walked out of the assembly in protest, claiming that the 
gover2ment was trying to appease the Americans by shooting farmers 
defending their crops. A constitutional crisis was created in the new 
Jmejo 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 Missi-on responded 
by providing copies of pertinent US laws in an attempc 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. In 
response to the negative public reaction to the shooting, the PNCB 
initiated three drug awareness campaigns supported by the Mission. The 
PNCB has utilized NGCs 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 
GaCoon-Amazai 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 



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 peop'l? feel they need in terms 
of infrastrucrlral supports--and thereby strelqthening their 
commitment to achieve AID/?akistanfs 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 Po~ov ClaWlse 

Most of AID/Pakistants projects are not integrally tied 
in with elimination of poppy cultivation--90 percent of the projects 
are in areas where poppy cultivction is nonexistent--though all 
projects (except in humanitarian projects such as health and 
population) includti a poppy clause. If there are poppies in an area, 
no project can be ilitiated 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 clauLe 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 pnppy 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 COP was 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/Pakissan returned to the area, the poppies 
were not there. However, there is a strong suspicion that 
they had been quickly harvested. 

ALD/PakisCan has fortunately never been in the position of having 
to present a "bill for services renderedn to the GOP because of the 
poppy clause. The inplications of such an act would undoubtedly result 
in a major issue. 

3. Conclusions and lessox learned 

The NWFADP poppy substitution project is considered to 
be going so well that activities have been expanded to the adjacent 
Khals 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 
poppy project per se) in areas where poppies are being grow 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 completior. of 
sub-project activities rather than sinply the promise of such 
activities in the future, the GOP could then enforce the ban in these 
areas of geo~olitical 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 vill 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. 

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 
economic assistance to Pakistan. Strengths, weaknesses, and 
"lessons learnedm 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. 

111. 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 over 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 
commitment for anather 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 documentm 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 learnedm. The document described herein 
should do the same for FY 1982-1987 period. 



- - - -  -~ ~ 

negotiation, design and implementation of the FY 1982-1987 
program of United States economic assistance to Pakistan. The 
final report shall include at a minlzum 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. 2nalyze by sector the design, implementation, and 
ir-lpdct 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 econonic 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 FY 1982-1987 period, including policy 
dialogue and local currency utilization aspects of 
that program. 



Describe individual mission initiatives cutting 
across sectors of a non-pr~ject or non-program type, 
including the importance of the overall program to 
policy dialogue pertaining to macroeconomic policies 
and foreign policy objectives. Other specific areas 
covered within this section shall include at a 
minimum individual discussions of women in 
development, narcotics, donor coordination, and 
social impact aspects of the program. Briefly 
summarize mission responsiveness to each of the 'four 
pillarsw covered in Part I1 above. Also briefly 
discuss in this section centrally-funded activities 
carried out in Pakistan during the FY 1982-1987 
period. 

F. 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. 

G. 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. 

H. 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 learnedw 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 mlessons learnedm should specify those unique 
to larger programs such as Pakistan from those with 
more general applicability throughout A.I.D. 
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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 



SOUTH ASIA 

U.S. Assistance to Pakistan 

JOINT ST..\TEMEST. 
J W E  15. 1981' 

reb5m posrd hy the jlrcwnce nf foreim 
trcqw in neighboring ;lft.h:mistm. Both 
silies speed that n strong ;in11 indcpcnli- 
ont hkis tan  is in the niutual interest n f  
t!~e ['niteci States crid Fakist:in. :is well 

, ; f  the cntirc ullrlli. Mr. Hucklcy af- 
firmed :\rneric;in cic~tt~rrnination to assist 
Fnkistnn and t o  support [';ikist.qn's 
sor ereibgnty and territnri;il int t~gity.  

The Pakistmi side esplnined 
fkkistmi p!l:cies. c.spc.ci:dlp C'akistnn's 
ccv-riniitnient to the princrl)les nnli pur- 
p w s  ~f the n~nnlt~rncci rn(1venievt and 
the ikg:~niz:ttion o f  the 1ql;lrnic ('on. 
f'rtmx.. Hot11 s i ~ l ~ ~  ;igrt.td that I1.S. 
; i ,~<istxwt~ ;is prl~pwtvi is c~~risistt.nt xith 
th4:-c ~v-rncilllcs an11 \\it11 1';lktstan's 
min ;d i~pd  :ct:1[1;s. Jlr. Hllc4ile.v 
~11c~.-lficnlly clisc.l;urnc~i ;In) ;\nwri(*:iri in- 
t twsf  in  ri11lit;try 1l;ises c5r in  estiitdi.+in~ 
: ~ i y  nvw :~lIi:~nws. 

The I ' r i i t t v l  S t ; t tc~ : t t i ~ l  F:ikist;m 
~ i~s t ,~~ss tv i  the 4initwsi1ln.s o f  :in o v t c i l l  
fr;iniciv~lrk f u r  :\ni~:ricm c~t'flrts to 
;ts.4st f';tki<t;ln r~vcr 111c. n c B u t  t i  ytw G .  

'l'liis inc*lu~lt~s n prop:mi I I ~  c w h  n11llt;try 
s:tIes 1 1 u ! ~ 1 1 i ~  thrs >tb:ir .  I t  ;lIso inc1u1it.s a 
F I - I C ~ : ~ ~  rmqy:tni o f  t~tm11111niv s1~1111ort 
t'~lri~ls, t k~vc l~ lmi~~r~ , t  :lssist;tnce, 2nd Iruns 
for f(lrcxi~n nirllt;~ry ;;tlt~s-the total 
i';1111t~ o f  whit ti is o s l ~ t ~ ~ ~ t t v l  tn 11e :tpproy- 
irii:ttcl>. P:! Ilrllilm. sut\jc~-t to annual ap- 
11rovaI I I ~  t l ~ t *  I '.S. ( ' O r i k ~ t T ~ ,  . . I tic rnultiyiw :q~prcwh is in 
rtJsilonse to  the srrinusness nnci im- 
nwcii;icy of the threat to !'nkist;in's 
security. The I'riited St:itet: h:is :tqeecl 
to thc wle o f  F-16 ;~ircrat't t ~ )  I'akistan 
t o  assist P:tkist;ln to inll~rovr its air 
clcfen+c c~;q~;tI~ilitit~s: tcrnis, tiniiri~. and 
nllnlllcm u.ill I w  clctt~rnirrit~l iri n later 
r i i ~ ~ t ~ t i r ? ~ ,  likely t o  t ; t kc~  ~II:I(YS in 
W;isitink<on, I ~ t ~ t w t ~ ~ t i  I':tkist:~~ii ; t r i ( I  

An~wic;tn niilitxry r c ~ ~ ~ r t ~ ~ ~ ~ r r t : i t i v ~ ~ s .  ' I ' h  
I . ' r ~ i t i v I  St;itcs : t k ~ c ~ ~ l ,  ; I ~ ~ I I .  to tlic tmly 
~idivt*ry of s t h ~ t e ~ ~ l  I I I ~ ~ ' ~ * I ~ ~ c  tvli~il~nivnt 
u r ~ ~ n t l y  I I I Y Y I W ~  11). I';tkist;~ti ~l(~f'cvisc~ 
forcvs to n1cc.t thtl thrtb;its 1':tkistnn 
f : t c ~ ~ .  

l l r .  I(rl1'lillsy invitcli 1 1 1 1 s  ( ;llvt~nnlc~nt 
ot' 1':1kist;i11 1 1 ,  . W I I I ~  :I LLWII I I ~ '  ti1ilit;try 
an11 ~lrftwsc ~~t'fic.l;~ls 1 1 1  \\':lshington t n  
clisc.us.q niilrt;try c~cpipnwrit nctvls :tnr+ 
;tv;~il;~I~ilitit~s i t 1  ~l(t;iil. '1'111s visit is PS-  

1~lt>t(vi 111 t ; t k t ~  I I ~ ; L ( Y  l~cfa,rc thc twi 01' 
.June. 

August 1981 



JOINT US-GOP STATEMENT FOLLOW1 NG TALKS I N  ISLAMABAD 
ON G R ~ S ~ A R C E  PRO-- FY 1988-93 (mCH 24, 1986) 

1. A US de lega t i on  l ed  by  Under Secre ta ry  of S ta te  f o r  S e c u r i t y  
Assistance, Science and Technology Mr .  W i l l i a m  Schneider, Jr. pa id  a  
f o u r  day v i s i t  t o  Pak is tan f r o m  March 21 t o  March, 24, 1986. Dur ing 
i t s  s t a y  t he  US de lega t i on  h e l d  t a l k s  w i t h  a  P a k i s t m i  de lega t i on  
l e d  b y  Mian Mohammad Yasin Khan Wattoo, M i n i s t e r  o f  Finance and 
Economic A f f a i r s .  

2. The v i s i t  o f  the  US de lega t i on  took p l a c e  i n  t he  con tex t  o f  t he  
on-going d iscuss ions  on t h e  aggregate l e v e l ,  terms and c o n d i t i o n s  o f  
t he  post-87 a i d  package. As a  r e s u l t  o f  t he  d iscuss ions held,  a  
m u t u a l l y  s a t i s f a c t o r y  agreement was reached, sub jec t  t o  U.S. 
Congressiona 1  approval .  

3 .  The j o i n t l y  agreed program o f  economic ass is tance and f o r e i g n  
m i l i t a r y  sa les  w i l l  support  Pak i s tan ' s  development p r i o r i t i e s  and 
defence modern izat ion program. The progrdmmed package of ass is tance  
amounts t o  4.02 b i l l i o n  f o r  s i x  years  commencing f rom 1987/1988. 
The package i s  a t  h i gh  favourab le  concessional  ra tes .  

4. The Government o f  t h e  Un i t ed  S ta tes  agreed t o  support  t h e  
announced Pak is tan  Government program of economic p o l  i c y  r e f  orms t o  
improve domestic resource m o b i l i z a t i o n ,  s t i m u l a t e  p r i v a t e  sec to r  
investment and increase t h e  o v e r a l l  e f f i c i e n c y  o f  t h e  Pak is tan  
economy. 

5. M i l i t a r y  ass is tance  w i l l  be i n  the  form o f  c r e d i t  f o r  m i  
purchases. The m i l i t a r y  sa les program w i l l  con t inue  t o  p l a y  
impor tant  r o l e  i n  Pak i s tan ' s  defence modern izat ion e f f o r t .  

6. It has been decided t h a t  t h e  rep resen ta t i ves  o f  t h e  two 
coun t r i es  w i l l  meet annua l l y  a t  sen io r  l e v e l s  t o  rev iew u t i l  
o f  t h e  economic ass is tance  program, progress towards economic p o l i c y  
ob jec t i ves ,  and progress i n  Pak i s tan ' s  m i l i t a r y  modern izat ion 
programme. 

7. The Pak is tan  Government s t a t e d  t h a t  i t s  acceptance o f  t he  US 
package does n o t  i n  any way a f f e c t  i t s  commitments as a  member o f  
I s l a m i c  Conference and t he  Non-aligned Kovement nor  i t s  p o s i t i o n  on 
major i n t e r n a t i o n a l  issues i n  r ega rd  t o  which Pak is tan 's  f o r e i g n  
p o l i c y  has c o n s i s t e n t l y  mainta ined a  p r i n c i p l e d  stand. The US and 
Pak is tan  agreed t h a t  t h e  f u r t h e r  development o f  b i l a t e r a l  r e l a t i o n s  
w i l l  no t  a f f e c t  e i t h e r  p a r t y ' s  r e l a t i o n s h i p  w i t h  any t h i r d  country .  

i t a r y  
an 

s a t  i o n  



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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Balance of Payments e x c e r p t  from USAID/PAKISTAN 
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ANNLY 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 vas 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 P N  87/88 including 
repayments to the IMF. Total civilian external public debt is espected 
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, 
declil ~g 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 tern viability 
of Pakistan's balance of payments position." 
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Annex E 

THE PL 480 TITLE I PROGRAM I N  PAKISTAN. 1981 -1988 AND FUTURE PROSPECTS* 

Modern Hi s to ry ,  FY 1981 -82 

The PL 480 T i t l e  I program i n  Pakistan s t a r t e d  i n  1954 and has cont inued 
w i thout  a break. The t o t a l  value over the years i s  we l l  over  $2 b i l l i o n  
i n  c u r r e n t  d o l l a r s  and much more i f  i t  were pu t  on a constant  d o l l a r  
basis.  Programs i n  the 1960's and 1970's were dominated by wheat because 
o f  the  l a r g e  de f i c i  t between wheat product ion and consumption. Since 
1980, e d i b l e  o i l  has been the only  commodity. The FY 1981 through FY 
1987 programs have consis ted of  $50 mi 1 li on annual ly f o r  ed ib le  o i  1. The 
FY 1988 program was i ncreased t o  $80 m i  1 l i o n ,  o f  which $70 m i  11 i o n  was 
f o r  e d i b l e  o i l  and $; 0 mi 1 li on f o r  corn. An amenbent t o  swi t c h  the  $10 
m i l l i o n  frm corn t o  ed ib le  o i l  i s  l i k e l y .  

The FY 1981 program represented a departure from previous programs 
because o f  the emphasis on ed ib le  o i l .  For example, the  FY 1980 program 
had s i x  s e l f - h e l p  measures o f  which on ly  one concerned e d i b l e  o i l .  The 
1981 Jrogram contained n ine se l f -he lp  measures, o f  which s i x  r e l a t e d  t o  
e d i b l e  o i l  and o i l  seeds. The reason f o r  the  swi tch  i r l  emphasis was the 
r e l a t i v e  se l  f - su f f i c i ency  o f  Paki stan i n  wheat, the r a p i d l y  growi ng 
imports  o f  edi b l  e o i  1 and the sel  ec ti on o f  edi b l  e o i  1 as on ly  commodi t y  
i n  the  PL 480 program. 

The FY 1981 program i s i n t e r e s t i n g  f o r  another reason as we1 1. A s i x  
person team was brought from Washington t o  a s s i s t  i n  the development o f  
se l  f-he1 p measures. Three American personnel from the Mission a1 so 
worked f u l l  time on t h i s  a c t i v i t y .  The apparent reason f o r  t h i  s emphasi s 
was the shut down o f  the development assi stance program i n  1979, l e a v i  ng 
the  PL 480 program as the only  source o f  new funds i n  the  Mission. 
Although t h e  Soviets  had invaded Afghanistan i n  l a t e  1979, the U.S. 
Government's f i r s t  o f fe r  of assistance t o  Pakistan had been rebuf fed  as 
i nsuf f i  c i  ent .  Thi s s i  t u a t i  on changed, however, w i t h  the  s i  gni ng o f  a 
6-year program of m i  1 i t a r y  and economic assi stance i n  August, 1981, w i t h  
o b l i g a t i o n s  t o  s t a r t  i n  FY 1982. The PL 480 program a t  $50 m i l l i o n  f o r  
each o f  the s i x  years, a s i t u a t i o n  unique t o  Pakistan, was p a r t  o f  the 
package . 
* This annex was w r i t t e n  by Paul Mu1 li gan who served i n  the  T i t l e  I 

Food f o r  Peace O f f i c e  i n  A I D / W  from June, 1980 t o  June, 1982. He was 
respons ib le  f o r  the  Paki stan program dur i  ng t h i  s t ime as wel l  as f o r  
o ther  T i t l e  I programs i n  Asia and f i v e  programs i n  A f r i ca .  He came 
t o  Pakis tan i n  January 1981 as p a r t  o f  a s i x  person team t o  design 
sel f-he1 p measures f o r  the FY 1981 PL 480 T i t l e  I Program. He a1 so 
came t o  Pakistan on TDY i n  May 1982, p a r t l y  i n  connect ion w i t h  the  PL 
480 program. He a r r i v e d  i n  Pakistan i n  November, 1982 as the Program 
Economist o f  the Mission and soon became manager o f  the PL 480 T i t l e  
I Program when the program was s h i f t e d  from the A g r i c u l t u r e  O f f i c e  t o  
the Program Of f i ce .  He managed the FY 1983 through FY 1988 programs 
i n Paki stan. 
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The spec ia l  FY 1981 PL 480 team spent several weeks i n  Pakis tan v i s i t i n g  
ghee m i  11 s and a g r i c u l t u r a l  research i n s t i  t u t i  ons. It came t o  the 
conclus ion t h a t  a mu1 t i  -faceted approach was necessary i n  o rder  t o  
s t imu la te  domestic product ion o f  ed ib le  o i l  and oi lseeds. That i s :  one 
se l f -he lp  measure addressed the  i ssue  of support p r i ces  f o r  o i  lseeds; a 
second c a l l e d  f o r  add i t i ona l  funds t o  the Ghee Corporat ion o f  Pakis tan 
f o r  i t s  e f f o r t s  t o  expand o i  1 seed product ion; another se l  f-he1 p measure 
es tab l ished acreage benchmarks f o r  the  p l a n t i n g  of non t rad i t i ona l  
o i  lseeds and a fogr th  c a l l e d  f o r  add i t i ona l  expenditures on o i l  seeds 
research. Two benchmarks were concerned w i t h  more narrow p o l i c y  
considerat ions.  The f i  r s t  c a l l e d  f o r  a review o f  the r e t a i l  p r i c e  o f  
vegetable ghee and the necessi ty  f o r  r a i s i n g  p r i ces  i n  order  t o  s t imu la te  
the product ion o f  o i  1 seeds. The o ther  benchmark ca l  l e d  f o r  a rev iew o f  
r u l e s  and regu la t ions  t h a t  cons t ra i  ned p r i v a t e  investment i n  the 
product i  on, processi ng and market ing o f  o i  1 seeds. 

Because the  FY 1981 Agreement was signed on June 4, 1981 and there was an 
e f f o r t  t o  s ign  the FY 1982 Agreement e a r l i e r  i n  the year, t he  Mission 
decided t o  keep the  same se l f -he lp  measures f o r  the  second year. There 
had been re1 a t i v e l y  1 i  t t l e  t ime t o  make much progress on the  se l f -he lp  
neasures i n  the FY 1981 Agreement. The only  change was a requirement f o r  
an o i  lseed study t o  assess the comparative advantage o f  Pakistan i n  
expandi ng o i  1 seed product ion. The sel f -help measure c a l  li ng f o r  the  
expansion o f  acreage was dropped. This Agreement represented a t u r n i n g  - 

p o i n t  i n the  s t ra tegy  o f  t he  Mission. The nego t i a t i on  o f  the  Agreement 
was c a r r i e d  out  a t  a t ime o f  r e l a t i v e l y  low wor ld p r i ces  f o r  ed ib le  o i l .  
The U.S. had a surplus o f  ed ib le  o i  1 and thus the  0.s. Department o f  
A g r i c u l t u r e  was under congressional pressure t o  i nsu re  t h a t  the USG was 
no t  expanding o i  lseed product ion overseas. A f te r  a long exchange o f  
cables and meetings i n  Washington, the  Mission agreed t h a t  f u t u r e  PL 480 
Agreements would no t  attempt t o  i ncrease o i  1 seed product ion i n  a d i r e c t  
manner. The Mission had begun a very l a r g e  ($1 m i l l i o n )  study o f  ed ib le  
o i  1 and o i  lseeds i n  p repara t ion  f o r  a p ro jec t .  Ear ly  r e s u l t s  were 
suggest ing t h a t  the p o i i c y  environment was the  major b a r r i e r  t o  expanded 
product ion  o f  o i  lseeds and ed ib le  o i l .  Even the e x t r a c t i o n  r a t e  o f  o i l  
from cottonseeds had decl ined over the  years becausk o f  the p b l i c y  
s i t ua t i on .  The Mission d i d  no t  have any reg re ts  i n  dropping se l f -he lp  
measures d i r e c t l y  concerned w i t h  product ion and research because i t  had 
l o s t  f a i t h  i n  t h e i r  e f f i cacy .  The remai n i  ng se l f -he lp  measures on p r i c e s  
and the  processing i n d u s t r y  formed the  basis  o f  the s t ra tegy  f o r  the  nex t  
s i x  years. 

The FY 1983-88 Program 

As a r e s u l t  o f  the 1982 d iscussions and the o i l  seed study, the Mission 
shi  f t e d  i t s  a t t e n t i o n  t o  the  processing indus t ry .  The Miss ion had come 
t o  the conclus ion t h a t  the  r e a l  problem was the non-existence o f  an 
e f f e c t i v e  demand f o r  o i l  seeds and domestic ed ib le  o i l .  The p r i ces  f o r  
o i  1 seeds, and especi a1 l y  f o r  domestic ed ib le  o i  1 , were low and 
monopsoni zed by the  Ghee Corporat ion o f  Pakistan. It was the  on ly  l e g a l  
purchaser o f  cottonseed o i  1 and nontradi  t i onal o i  1 seeds. The poor 
market ing system was such t h a t  farmers had r e l a t i v e l y  l i t t l e  i n c e n t i v e  t o  
grow o i  1 seeds because o f  low p r i c e s  and the d i f f i c u l t y  o f  g e t t i n g  paid. 
Ent ry  i n t o  the  vegetable ghee i ndus t r y ,  which was and i s  the p r i n c i p a l  



purchaser o f  ed ib le  o i  1  , was r e s t r i c t e d  due t o  the  need f o r  sanctions. 
The Ghee Corporat ion dominated product ion w i t h  more than 80 percent o f  
capac i ty  and the p r i v a t e  companies enjoyed handsome p r o f i t s  w i t h  l i t t l e  
i n c e n t i v e  t o  search out  domestic ed ib le  o i l  a t  p r i c e s  lower than the 
subsidized r a t e  a t  which they were impor t i ng  o i  1. 

The major study of  the  ed ib le  o i  1  seeds i n d u s t r y  was i n  d r a f t  form by the  
t ime the FY 1983 Agreement was signed on May 15, 1983. I n  f a c t ,  one 
se l f -he lp  measure c a l l e d  f o r  the USG t o  f inance a  study o f  a  b u f f e r  stock 
o f  e d i b l e  o i l ,  which e s s e n t i a l l y  was an extension o f  the p o l i c y  s tudies 
done under the major o i l  seeds study. The major study, Pak is tan 's  Ed ib le  
Oilseeds Indus t ry ,  was no t  publ ished i n  f i n a l  form u n t i l  March, 1984. 
The b u t t e r  stock study e n t i t l e d  Pakistan Ed ib le  O i l s  Stock and Trade 
Management was pub1 i shed i n  January, 1985. 

The FY 1983 Agreement had four  se l f -he lp  measures, o f  which the one 
dea l ing  w i t h  b u f f e r  stock was a l ready mentioned. The f i r s t  se l f -he lp  
measure c a l l e d  f o r  the  GOP t o  cont inue the l i b e r a l i z e d  p o l i c y  o f  p r i c e s  
f o r  e d i b l e  o i l  products. The t h i r d  se l f -he lp  measure c a l l e d  f o r  a  p o l i c y  
o f  progressive p r i  v a t i  za t i on  o f  the vegetable ghee indus t ry .  The f o u r t h  
sel f-he1 p  measure c a l l  ed f o r  a  consi de ra t i  on o f  impor t  duty and c r e d i t  
programs t o  f a c i l i t a t e  the impor ta t ion  o f  o i l  seed meal f o r  the l i v e s t o c k  
and p o u l t r y  indus t ry .  These three sel  f-he1 p  measures, w i t h  small 
v a r i a t i o n s  i n  wording and s i g n i f i c a n t  v a r i a t i o n s  i n  benchmarks, con t i  nued 
i n  the FY 1984 through FY 1988 PL 480 Agreements. The under ly ing  
assumptions were t h a t  an increase i n  e f f e c t i v e  demand f o r  domestic e d i b l e  
o i  1  through pol  i c y  changes would s t imu la te  o i  1  seed product i  on and reform 
i n the i ndus t r i  a1 envi ronment would be benef i  c i  d l  f o r  o v e r a l l  economic 
growth i n  Pakistan. 

The Mu1 ti year Strateav 

As the  Mission began preparat ions f o r  the  1985 program i n  the f a l l  o f  
1984 and i n d i c a t e d  i t s  i n t e n t i o n  t o  cont inue w i t h  s i m i l a r  se l f -he lp  
measures, AIDIW suggested t h a t  we develop a  mu l t i yea r  s t ra tegy  o r  
framework t h a t  se t  ou t  the ob jec t ives  t h a t  the Mission was t r y i n g  t o  
achieve. This  paper was completed i n  1985 s h o r t l y  before the Agreement 
was signed. The hea r t  o f  the s t ra tegy  paper was a  ser ies  o f  p o l i c y  
changes t h a t  were thought necessary t o  deregulate the i n d u s t r y  i n  such a  
way t h a t  there would be cond i t ions  favorab le  t o  the product ion o f  the 
domestic oi lseeds. The s t ra tegy  p u t  these i tems i n  a t imetable f o r  the 
nex t  th ree  years. Miss ion thus had a  basis  f o r  i d e n t i f y i n g  benchmarks 
f o r  fu tu re  programs and some confidence t h a t  i t  was moving i n  the r i g h t  
d i rec t i on .  The framework proved very useful  f o r  the FY 1985 and FY 1986 
programs. The GOP announced substant ia l  p o l i c y  reforms i n  l a t e  1986 t h a t  
met many o f  the  ob jec t i ves  and benchmarks i n  t h i s  paper. The remaining 
i tems have proven t o  be more d i f f i c u l t  t o  achieve. The FY87 program d i d  
no t  make s ign i  f i c a n t  demands on the government f o r  add i t i ona l  progress 
because i t  was more i n  the nature o f  a  reward f o r  good progress. The 
Agreement s t i l l  c a l l e d  f o r  i tems o f  i n t e r e s t  such as a  review o f  
sanct ioning requi rements, a  review o f  impor t  and c r e d i t  p o l i c i e s  f o r  
o i l  seeds, a  study o f  c r e d i t  p o l i c y  and a  profess ional  q u a l i t y  study of 
the GOP I s  va r i ab le  duty on ed ib le  o i  1  imports.  The benchmarks s t i  11 were 
genera l l y  i n  keeping w i t h  the long term s t ra tegy  framework. 
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The FY 1988 program was expanded t o  $80 m i l  l i o n  as p a r t  o f  the new s i x  
yea r  program o f  m i l i t a r y  and economic assistance t h a t  began October 1, 
1987. Because o f  the l a r g e r  s ize  o f  the program and o ther  
considerat ions,  the Agreement was s i  gned March 24, 1988, th ree  months 
e a r l i e r  than the  prev ious Agreement. The sel f-he1 p measures and 
benchmarks were no t  p a r t i c u l a r l y  r igorous,  al thoush they r e q u i r e  
s i g n i f i c a n t  ac t ions  by the  GOP. One of them s e t  the stage f o r  s tud ies  
t h a t  might  r e s u l t  i n  p r i v a t i z a t i o n  o f  some u n i t s  o f  the  vegetable ghee 
indus t ry .  Three new s e l f - h e l p  measures were added, dea l ing  respec t i ve l y  
w i t h  employment and small scale indus t ry ,  n u t r i t i o n ,  and the p l a n t i n g  
seed i ndustry. 

Most t a rge ts  s e t  ou t  i n  the  1985 s t ra tegy  have been met o r  a re  l i k e l y  t o  
be met i n  the near fu tu re .  The p r i v a t e  sector  share o f  the processing 
i n d u s t r y  has increased from roughly 20 percent  t o  more than 50 percent  
an4 i s  l i k e l y  t o  reach 70 percent  i n  a few more years. Pr ices  have been 
deregulated and have r i s e n  sharply  i n  the  past  two years. Although the  
US Government does n o t  approve o f  the  v a r i a b l e  t a r i f f  on ed ib le  011, i t  
has had the e f f e c t  o f  r a i  s i  ng the  domestic p r i c e  o f  e d i b l e  o i  1 40 t o  50 
percent  above wor ld  market l e v e l s  and appears t o  be l a y i n g  the  foundation 
f o r  a s t ronger market ing system. The major o b j e c t i v e  o f  the GOP 
regarding the v a r i a b l e  duty i s  t o  r a i s e  revenues r a t h e r  than s t imu la te  
domestic product ion so the  product ion impact may be slow i n  coming. 
Complete deregulat ion o f  the  ghee i n d u s t r y  through the e l  i m i  na t ion  o f  
sanct ions i s a s t rong p o s s i b i l i t y .  The ac tua l  change, however, w i l l  be a 
deci s ion by the  Government o f  Pakistan a t  a t ime o f  i t s  own choosing. 
USAID has prov ided the techn ica l  j u s t i f i c a t i o n  and in f luenced s u f f i c i e n t  
people i n  the government who can ca r ry  ou t  t h i s  change. The on ly  i t em on 
which there  has been no progress i s  the proposed e d i b l e  o i  1 commodity 
market f o r  Karachi. This  proposal probably was no t  we l l  thought out and 
a l so  i s  premature. 

Future D i  r e c t i  ons 

A1 though tne  two basic  se l  f-he1 p measures dea l ing  w i t h  p r i c e  
1 i bera l  i z a t i  on and p r i v a t i z a t i o n  are s ti 11 important ,  they have become 
somewhat shopworn and t i r e d .  The chal lenge i s  t o  come up w i t h  a new long  
term framework f o r  the  PL 480 program. Although the  program probably 
w i  11 t o  consi s t  e n t i  r e l y  o r  p r i m a r i l y  o f  ed ib le  o i  1 , i t  i s  no t  c l e a r  t h a t  
the  se l f -he lp  measures need t o  focus on ed ib le  o i  1 and oilseeds. We have 
accomplished most o f  what we se t  ou t  t o  achieve and thus these sel f -he1 p 
measure might  assume a lower p r o f i  le.  The sel  f -he lp  measures dea l i  ng 
w i t h  the  impor ta t ion  o f  o i  1 seed meal have been a f a i  1 u re  and probably 
should be r e t i  r ed  as a v a l i a n t  e f f o r t ,  which u l t i m a t e l y  was unsuccessful. 

The l i v e s t o c k  i n d u s t r y  i n  Pakistan might  p rov ide  one focal  p o i n t  f o r  
f u t u r e  programs. Meat, m i l k  and egg product ion have no t  kept  up w i t h  the 
demand o f  a r a p i d l y  growi ng and r i c h e r  society.  The l i v e s t o c k  i n d u s t r y  
i s  i n t i m a t e l y  associated w i t h  o i l cake and o i lmeal ,  and thus i s  a key i tern 
i n  any long term s t ra tegy  f o r  oilseeds. A s tab le  demand f o r  o i l seed  cake 
and meal i s  necessary i f the  product ion o f  o i  1 seeds i n  Pakistan i s  t o  be 
economically a t t r a c t i v e .  The Economic Analys is  Network p r o j e c t  has done 
some s tud ies  on the  pou l t r y ,  d a i r y  and feec i n d u s t r i e s  t h a t  might  be 
usefu l  f o r  the formulat ion o f  a new long  t e n  framework. 



Another po in t  o f  emphasi s, which i s  a1 so re la ted  t o  o i  1 seeds, i s 
agro-industry. The ghee indust ry  i s  the p a r t  of the indust ry  t ha t  i s  
most a f fec ted  by Government sanctions, but  other par ts  also are ser iously 
constrained. For example, various regulat ions res t ra i  n the producti  on o f  
hybr id  seed by the p r i va te  indust ry  i n  Pakistan. There also are 
r e s t r i c t i o n s  on the production o f  t rac to rs  and u l t r a  h igh temperature 
mi1 k plants. Most serious are the myriad o f  federal, provi ncf a1 and 
l oca l  regulat ions tha t  a f fec t  almost every indust ry  i n  Paki stan. 

A t h i r d  area of emphasis i s  the fore ign trade regime affect4 ng both the 
import and export o f  ag r i cu l tu ra l  inputs  and outputs. A1 though other 
i nternat ional  agencf es have been t ak i  ng the 1 ead i n t h i  s sens i t ive  area, 
USAID could carve out a sect ion t o  develop i t s  expert ise and area o f  
emphasis. Ye have becane very much aware o f  the problems o f  t a r i f f s  and .- 
import  l icenses i n  connection w i t h  our e f f o r t s  t o  f a c i l i t a t e  the 
importat ion o f  o i  1 seed meal. 

Two addi ti onal areas tha t  o f f e r  potent i  a1 are n u t r i t i o n  and agr i  cu l  t u ra l  
credi  t. Previous sel f-help measures have addressed these i ssues and 
fo l low on studies have described these areas as ones needing at tent ion.  
Sel f -help measures, and especi a1 l y  the use o f  local  currency, might have 
potent ia l  f o r  addressing one o r  both o f  these areas. 



ANNEX F 

~ ~ ~ ~ ~ / P a k i s t a r .  P o l i c y  Dia logue  M a t r i x  Keyed t o  Program Goa l s  

FY 1988 - FY 1989 - 



The p o l i c y  dia:ogue agenda f o r  the FY1988-FYI993 per iod  i s  i m p l i c i t  i n  each o f  the ten goals es tab l ished du r ing  the 
CDSS p lann ing  process. These goals a re  a re  i nd i ca ted  by area below, along w i t h  a  b r i e f  desc r ip t i on  o f  some o f  the 
major p o l i c y  dialogue i n i t i a t i v e s  t h a t  w i l l  be requ i red  t o  achive those gcjals. 

Goal f o r  CDSS Per iod (FYI 988-FYI 993) Major Pol i c y  Dialogue .- Concern 

1. Balance of  Payments Pressure 

Current  Status 

To he lp  sus ta in  ~conomic  growth P r i c e  1  i bera l  i z a t i o n  and increased GOP i s  a l low ing r e t a i l  p r i c e s  t o  
by st rengthening the  balance o f  compet i t ion  i n  ed ib le  o i l s  through r i s e  as i n te rna t i ona l  p r i c e s  r i s e ,  
payments . PL-480 sel  f -he lp  measures. poss ib ly  s t imu la t i ng  domestic 

product ion and r e s t r a i  n i  ng demand. 

Increase i n d u s t r i  a1 e f  f 
through deregulat ion. 

i c iency  The GOP cont inues t o  e l im ina te  
sanct ioning regu la t ions  by indus t ry ,  
bu t  s t i l l  requi res i t  f o r  a l l  
f o r e i g n  investment. 

(Other concerns dea l t  w i th  !~nder 
var ious sectora l  goals) . 

Inadequate Comes t i c  Resource 
%%1i za t i on  

To improve pub1 i c  sec tor  revenues and Inaugurat ion o f  p r i v a t e  
m b i l  i r e  g reater  f i  nanci a1 resources investment i n s t i t u t i o n s .  
f o r  p r i v a t e  investment. 

Movement o f  autonomous pub l i c  
sec to r  i n s t i t u t i o n s  such as 
WAPDA and OGOC off-budget 
w i t h  r e s p o n s i b i l i t y  f o r  
r a i  s i  ng t n e i  r own c a p i t a l  : 

GOP regu la t ions  fo rmal ly  
permi t  establ ishment o f  such 
i n s t i t u t i o n s .  USAID has 
o f f e r e d  technical  support t o  
t u r n  t k i  s  announced p o l i c y  goal 
i n t o  r e a l  i ty .  

The World Bank i s  a lso  purs ing  
t h i s  goal. The recent  issuance 
o f  government-guaranteed WAPDA 
bonds i s  a  p o s i t i v e  f i r s t  step. 
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4. Energy D e f i c i t  

To increase the  a v a i l a b i l i t y  of  GOP approval o f  a Rural 
energy on an economically r a t i o n a l ,  E l e c t r i f i c a t i o n  Master Plan 
se l f - sus ta in ing  basis. which inc ludes socio-economic 

c r i t e r i a  f o r  v i l l a g e  
se lec t ion .  

Follow-up o f  announced 
pol  i c y  support ing p r i v a t e  
sec tor  power generat ion 
w i t h  imp1 ementation o f  
p i l o t  power p ro jec ts .  

Cont i  nued mvement by WAPDA 
tcward p r i c i n g  p o l i c i e s  
t h a t  a l l ow  i t  t o  se l f - f i nance  
a1 1 operat ional  and investment 
costs. 

5. Hiqh P o ~ u l  a t i o n  Growth Rate 

Establ i shment o f  VAPDA t a r i  f f  
system t h a t  i ntroduces peak 
l o a d  p r i c i n g  f o r  l a r g e  
i n d u s t r i a l  consumers. 

GOP and WAPDA are now prepar ing 
a documen!. which kou ld  e s t a b l i s h  t h i s .  
I f  appraved, the expansion component 
o f  USAID's Rural E l e c t r i  f i c a t f o n  
P ro jec t  cou ld  be ac t iva ted .  

Considerable progress i s  being 
made i n  t h i s  area and a t  l e a s t  
two proposals have been approved. 
USAID has o f f e r e d  techn ica l  
assistance and o the r  support t o  
support f u r the r  expansion. 

The World Bank i s  t ak ing  the lead 
on t h i s  issue. I n  recent  years, 
40 percent s e l f - f i n a n c i n g  
requi rements have b c m  met. 

World Bank and ADO sponsored 
studies i n  these arzas have 
been delayed. USAID w i l l  mainta in 
cont inu ing  dialogue on t h i s  subject,  
i n  con junc t ion  w i t h  the 40 percent 
sel f - f i nanc ing  c r i t e r i a .  

To reduce Pakistan 's  h igh  popu la t ion  Need f o r  GOP t o  v igorous ly  
growth. implements i t s  announced 

popu la t ion  p o l i c i e s ,  w i t h  
specia l  emphasis on i n v o l v i n g  
h e a l t h  serv ices network and 
the p r i v a t e  sector.  

A long-standing commitment t o  
add fami ly  p lann i  ng t o  heal t h  
services has s t i l l  no t  been met. 
An innovat ive  soc ia l  market ing o f  
contracept ive ac ti v i  t y  1 aunched by a 
p r i v a t e  f i rm  i s  underway. Recent 
p o l i c y  pronouncements on t h i s  issue 
need t o  be f o l l  owed up w i  t h  vigorous, 
v i s i b l e  p o l i t i c a l  support f o r  programs. 



6. High Rates o f  I n f a n t  and C h i l d  
Ror ta l  i t y  

To reduce h igh  ra tes  o f  i n f a n t  and Adoption o f  appropr iate ch i  l d  
under f i v e  mor ta l  i ty .  su rv i va l  s t ra teg ies  and emphasis 

on heal t h  resource mobi 1 i za ti on 
t h a t  g ives  h ighes t  p r i o r i t y  t o  
p revent ive  h e a l t h  care and 
we1 1 -managed serv ice  del i very 
r a t h e r  than cons t ruc t ion  o f  
inadequately managed and 
underused government hea l th  
centers. 

7. Low Primary School Enrol lment 
Bates 

To increase access t o  and q u a l i t y  Sustained increase i n  COP budget 
and e f f i c i ency  o f  basic (p r imary)  a1 l o c a t i o n s  f o r  pr imary education 
education. and decentra l  i za t i o n  and other  

E- p o l  i c y  changes ( sa la ry  increases, 
i ncen t i ves  to  r u r a l  teachers, etc  
t h a t  support accoun tab i l i t y ,  
cmmuni t y  p a r t i c i p a t i o n ,  and 
expansion o f  female education. 

8. Q u a l i t y  Improvements i n  Key 
T n s t i  t u t i o n s  - 

To improve Pakistan 's  a b i l  i ty t o  Support f o r  " i n s t i t u t i o n a l  
generate and manage human and excel lence" concept, i n c l  udi ng 
physical resources i n  both the accountabi l  i t y  , i n s t i t u t i o n a l  
pub l i c  and p r i v a t e  sector. autonomy, and support f o r  

p r i v a t e  sec tor  i n i t i a t i v e  i n  
t h i s  important  area. 

USAID i n  coord ina t ion  w i t h  o ther  
donors i s  developing a najor 
Ch i ld  Surv iva l  i n i t i a t i v e  which 
would inc lude key p o l  i c y  re form 
measures. A proposed Ch i l d ren '  s  
Commission and I n s t i t u t e  would, i f  
establ ished, consol i d a t e  p o l i t i c a l  
commitment and augment i n s t i t u t i o n a l  
capaci ty  t o  imp1 ement programs, 
espec ia l l y  i n  the p r i v a t e  sector .  

I n  recent  years, 60P budgetary 
support f o r  pr imary education has 
improved. As a resul  t, IJSAID i s  
developi rig a pr imary educat ion 

1 p r o j e c t  t h a t  w i l l  address 3ther 
key po l  i cy - re la ted  concerns. 

GOP has accepted a USAID-funded 
scholarship program f o r  the p r i v a t e  
sectar  as we l l  as USAID support  
For a p r i v a t e  i n s t i t u t i o n  (LUMS) 
i n  Lahore. 







A N N E X  G 

CONSORTIUM M E E T I N G  PARIS: K4Y 6 - 7 ,  1985 
CHAIRED BY MR. W . D .  HOPPER. V I C E  PRESIDENT SOUTH ASIA R E G I O N .  I R R D .  

A. IRRD 

1. Bank noted t h a t  t h i s  f i s c a l  year  had been one of 
accomplishments f o r  the  Pakis tan  economy. Cotton p r i c e  crops 
had h i t  record  h ighs .  I n d u s t r i a l  ou tput  had acce l e ra t ed .  
Overa l l  GDP growth was l i k e l y  t o  exceed t a r g e t s .  P r iva t e  
s e c t o r  grew r a p i d l y .  I n f l a t i o n  w a s  moderate. 

2 .  Dis turb ing  elements:  

a )  D e t e r i o r a t i o n  i n  budget s i t u a t i o n  
b)  De te r io ra t ion  i n  B of P s i t u a t i o n  
c )  L i t t l e  espansion i n  va lue  of expor t s  
d)  S tagnat ion  i n  n o n - t r a d i t i o n a l  expor t s  
e )  F a l l  i n  migrant worker remit tances 

3 .  Urgent a t t e n t i o n  needed t o :  

a )  Reduce budgetary pressures  through inc reas ing  revenues 
and r a t i o n a l i z i n g  expenditure  p r i o r i t i e s .  

b )  Adjustments i n  eschange r a t e .  
C )  Improvements i n  a r eas  of publ ic  investment and fore ign  

t r ade  performance. 
d) Be t t e r  performance i n  expor ts  and imports s u b s t i t u t i o n .  
e )  Improvement of p roduc t iv i ty  i n  a g r i c u l t u r e  i ndus t ry  and 

energy. 

4 .  Also,  s h o r t f a l l s  i n  f i r s t  two years  of Plan ( p a r t i c u l a r l y  i n  
the  energy and s o c i a l  s e c t o r s )  have n e c e s s i t a t e d  GOP 
preparing a  3-year  P r i o r i t y  Program t o  preserve  S ix th  Plan 
o b j e c t i v e s .  Bank has reviewed the Program and cons iders  it 
t o  be i n  l i n e  with p ro j ec t ions  of  a v a i l a b l e  fo re ign  and 
domestic r e sou rces .  I f  fo re ign  resource requirements a r e  t o  
be r e a l i z e d ,  COP needs t o  improve capac i ty  t o  p lan  and 
implement p r o j e c t s  t o  f u l l y  u t i l i z e  such a i d ,  while  donors 
would have t o  expand volume of a i d .  Re: domestic resources ,  
GOP needs t o :  

a )  introduce broad-based s a l e s  t ax  
b)  more widely appl ied  use r  charges 
C )  increase  i n  publ ic  e n t e r p r i s e  savings 
d)  more e f f i c i e n c y  i n  publ ic  e n t e r p r i s e  management 
e )  improve implementation of p r o j e c t s  so  t h a t  low p r i o r i t y  

expenditures  do not  i nc rease .  

5 .  I n  the Bank's view, i f  GOP i s  t o  s u s t a i n  economic momentum of 
r ecen t  y e a r s ,  the  s t r u c t u r a l  adjustment process  began i n  the 
e a r l y  1980s w i l l  have t o  cont inue ,  with s p e c i a l  focus on need 
t o  r a i s e  l e v e l  of pub l i c  investment and increase  

G- 1 



reordering of sectoral priorities 

1. 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 

2. Urgent attention required to: 

a) More flexible exchange rate policy 
b) Substantive tax reform 

3 .  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 presznt 
situation. 

i .  Concern expressed over rapid deterioration in B of P 
situation over past 2 years. 

2. Expressed need for: 

a) Acceleration of process of structural adjustment 
b) Improvement of savings and resource mobilization 
C) Deregulqtion of present system of credit allocation and 

control(which could be conducive to the motivation and 
improvement of the mobilization of savings by the 
financial sector). 

d) Mobilizaticn of savings from rural areas (these bein= 
recipients of the major part of workers' r'zmittances). 

e) Increase of budgetary surpluses through progressive 
elimination of subsi.dies, higher user fees for certain 
public services, and restructuring of tax system. 

3 .  Bank's primary lending commitments remain in agriculture, 
energy and industry, but increased attentiori 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. ADR's lending strategy had been determined taking 



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) nature and extent of other donor participation. 

4. 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 transformatinn through deregulation, tariff 
reforms and privatization. 

5. 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 
additionalit:? ;ritf~in the provincial anmal development 
programs. AD8 felt thzt 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 COP consideration an alternative 
mechanism, namely, the pooling of all officials development 
assistance and the establishment of standardized relending 
terms to the Provinces. 

D. PAKISTAN 

1. Growth rate expected to be 10% in agriculture, 8.5% in 
industry, and GDP around 8-9%. 

2 .  Two specific shortcomings in physical production of major 
sectors: (a) wheat output below target, and (b) a 
substantial power deficit. 

3. 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%. 

4 .  For 1985-1986, donors asked to consider: 



a) larger prcportion 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. 

5. 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 

1. Members welcomed return to representative form of government, 
and appreciated adoption of Three Year Friority Program as an 
appropriate measure to maintain strategies/policizs/ 
priorities of Plan. 

2. 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. 

3. 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 



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). 

F .  The discussion was followed by commitments pledges by members 
of the Consortium. 



USAID COOPERATION WITH OTHER DONORS 
General Briefing Document: O/PRO 

USAID/PAKISTm 

I. OVERVIEW 

USAID is one of the three largest donors in Pakistan: the other 
are the W o ~ l d  Bank and Asian Development Bank. USAID has the largest 
technical staff of any donor in Pakistan. The World Fank 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. 

11. PAST AND PRESENT DONOR COOPERATION 

A. Joint Funding 

USAID is co-financing several projects with the Wor d 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 reasenably 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 i?diy;idual projects. Work underway by a USAID contractor 
in the areas c~f  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-11). 

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 



infrastru,Lue pi-u~~cts. However, it does not contain significm: 
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 Poder 
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 Korld Bank will add $5 million to the ENERCON 
project where USAID pruvided initial funding, and may fund a thermal 
power rehabilitation project ($100 million) which USAID consultants 
are designing. Bath 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. 

Conditionality 

1. Actual Es~erience 

The World Baqk's recently implemented Energy Sector Loan m d  
the donors' energy coordination aeeting 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 
esarnple, 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 ENERPWN. The issue of coal imports is being looked into by a 
fbasibility study financed by the Canadian Government. 

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. 

Potential Coo~eration 

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, 



I n d u s t r i a l  Sect"' ban. Ze be l i eve  t h a t  thCs s u b j e c t  is  too impoycant 
t o  drop o r  de lay  ,nd w i l l  urge the  krorld Bank and Asian Deve!.opment 
Bank t o  kecp the  pressure  on the GOP. P a k i s t a c ' s  p ro t ec t ed  i n d u s t r i e s  
need t o  be exposed t o  competi t ion so  they w i l l  become more e f f i c i e n t  
and be ab l?  t o  compete i n t e r n a t i o n a l l y .  Large i n d u s t r i a l  investments 
should be a s  u s e f u l  f o r  t h i s  purpose a s  a s e c t o r  loan .  U S h I D  w i l l  do 

s u b j e c t .  We nay t r y  t o  e s t a b l i s h  some conditionaii:y regarding t a r i f f  
rsform, b u t  i t  would be more l i m i t e d  than  what the  XDBs can do. 

E f f o r t s  a t  de regu la t ion ,  p r i v a t i z a t i o n  and d i v e s t i t u r e  s t i l l  a r e  
i n  t h e  formative s t a g e  wi th in  the  GOP and the donor coinrnunity. Out 
~ h i n k i r g  has evolved i n  seve ra l  i n d u s t r i e s ,  p a r t i c u l a r l j -  f e r t i l i z e r  and 
ed ib l e  o i l .  We expect  the proposed World Bank and Asian Development 
Bank O i l  Seed p r o j e c t s  t o  have s t r o n g  condi t ions  on pol icy  reform as  a? 

Both U S h I D  and the  World Bar, have been urg ing  the SOP t o  
e l imina te  va r ious  s u b s i d i e s ,  e s p e c i a l l y  f o r  wheat, a t t a ,  f e r t i l i z e r  and 
ed ib l e  o i l .  These subs id i e s  need t o  be reduced both t o  improve the  
f i s c a l  s i t u a t i o n  of the Government and t o  improve economic e f f i c i e n c y  
L r  p r i c i n g  commodities a t  l e v e l s  t h a t  i e f i e c t  theLr t rue  domestic 
Zesource c o s t  o r  imported c o s t .  We would look t o  c o n d i t i o n a l i t v  beine 

s e c t o r s .  

The World Bank has  been workine wi th  the  Government of Pakis tan  on 

wellhead and t o  the  consumer. USAID has  suppc;ted- these-ef f o r t s  and 
expects  t h a t  the  scheduled p r i c e  i nc reases  w l l l  continue t o  occur .  

I USAID ii p lan~ l ing  a  new mul t i -yea r  pro,zram of a s s i s t a n c e  t o  I 

expect t.o ho ld  annual meetings thiit  w i l l  t ransform ob jec t ives  i n t o  
s p e c i f i c  t a r g e t s  t h a t  can be used t o  make disbursements.  O f  cou r se ,  
some of t he  disbursements w i l l  be  met through a  con t inua t ion  of 
t r a d i t i o n a l  p r o j e c t s ,  b u t  the l a r g e r  share  may c o n s i s t  of commodity 
imports and d o l l a r  t r a n s f e r s  based on po l i cy  changes o r  o the r  
performance t a r g e t s .  This  emphasis w i l l  r e q u i r e  very c lose  cooperat ion 

I donor ' s  reso lve  i n  i t s  c o n d i t i o n a l i t y  w i l l  e f f e c t  t he  a b i l i t y  of o the r s  
t o  nego t i a t e  p o l i c y  reform as soc ia t ed  wi th  a s s i s t a n c e .  Therefore we 
need t o  coord ina te  c l o s e l y  i n  s e t t i n g  r e a l  achievable o b j e c t i v e s  and 
shar ing  our understanding of problems. 

The s e c t o r s  i n  which U S A I D  would l i k e  t o  s ee  cont inuing  progress  
a r e  a g r i c u l t u r e ,  energy,  the s o c i a l  s e c t o r s  and genera l  macroeconomic 



managemenL In ~ ~ ~ t i c u l a r ,  we would like policy changes to bring about 
increases 1 1 1  do~~~estic 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 
a~ricultural 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. 

Xe look forward co continuing the coopration of the past and even 
increasing it in the future. 
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ANNEX I 

Qua l i t y  of L i f e  I n d i c a t o r s ,  a s  shown i n  
"High l igh t s  f o  t h e  Dra f t  Five Year P lan  (l988-1993)", 

Government of Pak i s t an  



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 63.0 

4. Life Expectancy: 
Number of years 

5 .  Access to Clean Water 
% of total population 
% of rural population 
% of urban population 

Access to Sewerage Facilities: 
1 c ~ l  Lc J L ~ I  I lr011rr l .IL i or1 0 2 3 . 0  4 4 . 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 





SUMMARY F A C T  S H E E T S  

U S A I D  FUNDED 

P R O J E C T S  AND P R O G R A M S ,  

1982 - 1987* 

*Funding l e v e l s  shcwn are t o t a l  planned and do not necessar i ly  r e f l e c t  actual  
ob l iga t ions  made during N 1982 - FY 1987 period. 



AGRICULTURAL COWODITI ES AND EQUIPMENT 

FUNDING LEVEL: 

DURATION: 

MAIN IMPLEMENTING 
AGENCIES: 

PROJECT GOAL: 

PLANNED OUTPUTS: 

HIGHLIGHTS 
UNDER FY82-87 
PROGRAM: 

$475 Million 

Started: April 1982; Planned Completion Date: 
January 1991 

Ministry of Food and Agriculture; Cotton Export 
Corporation; Provincial Irrigation Departments; 
Other GOP Agencies 

To increase the productivity of ?he agricultura 
sector through the provision of commodities and 
equipment, and to provide balance of payments 
support. 

Procurement of commodities and equipment worth 
$475 million for both private sector and public 
agencies. 



STRENGTHENING OF AGRICULTURAL RESEARCH I N  PAKISTAN 

FUNDING LEVEL: $27.8 M i  11 i o n  

DURATION: Star ted:  June 30, 1969; Completed: June 30, 1985 

MAIN IMPLEMENT1 NG 
AGENCIES : 

PROJECT GOAL: 

PLANNED OUTPUTS: 

HIGHLIGHTS UNDER 
fV 82-87 PROGRAM: 

Pakis tan A g r i c u l t u r a l  Research Counci 1, Islamabad; 
P r o v i n c i a l  A g r i c u l t u r a l  Research I n s t i t u t e s  and 
A g r i c u l t u r a l  U n i v e r s i t i e s .  

To e s t a b l i s h  a f unc t i on ing  c e n t r a l l y  coordinated 
program o f  a g r i c u l t u r a l  research f o r  major a g r i c u l t u r a l  
commodities ; t o  increase a g r i c u l t u r a l  product ion,  and 
inprove  t h e  income o f  smal l  farmers. 

Organ iza t iona l  and implementat i o n  o f  Nationa 1 
Coordinated Research Programs on impor tant  a g r i c u l t u r a l  
commodities; p r o v i s i o n  of techn ica l  support  t o  - 

researchers ; estab 1 ishment o f  a Nat iona 1 l y  Coordinated 
A g r i c u l t u r a l  Research Planning System. 

-- The Na t i ona l  A g r i c u l t u r a l  Research Center - 
Islamabad const ructed,  equipped, f u rn i shed  and 
s t a f f e d ;  

-- 197 research scientists/administrators t r a i n e d  
abroad; -- A g r i c u l t u r a  1 research equipment wor th  4.4 m i  11 i o n  
suppl ied; -- 12 n a t i o n a l l y  Coordinated A g r i c u l t u r a l  Research 
Programs s t a r t e d  ; -- Research f i nd ings  on wheat and maize tes ted  on farms 
and disseminated t o  farmers; -- Networks w i t h  U.S. and i n t e r n a t i o n a l  research 
i n s t i t u t e s  es tab l i shed  (CIMMYT, I R R I ,  U.S. 
U n i v e r s i t i e s  and USDA). , 



ON-FARM WATER MANAGEMENT 

FUNDING LEVEL: $18.4 M i l l i o n ;  Rs 28.4 M i l l i o n  

DURATION : Star ted:  October, 1976; Completed: June, 1987 

MAIN IMPLEMENTING Federal : Water Nanagement l i n g  
AGENCIES: P rov inc ia l  : On-Farm Water Management D i rec tora tes  

PROJECT GOAL: To increase a g r i c u l t u r a l  product ion, improve farmer 
income and es tab l i sh  p u b l i c  and p r i v a t e  sector 
c a p a b i l i t i e s  t o  d e l i v e r  on-farm water management 
serv ices i nc lud ing  improvements o f  i r r i g a t i o n  
watercourses, p rec i s ion  land leve l ing ,  and 
improvement o f  crop and water management p rac t ices .  

PLANNED OUTPUTS: Improvement o f  1,320 watercourses; 75,000 acres 
p r e c i s e l y  leveled; improved p r o v i n c i a l  capabi 1  i t i e s  
t o  d e l i v e r  and t o  coordinate water management 
serv ices;  50 OFWM f i e l d  teams establ ished;  and 
6,400 government personnel and farmers t ra ined.  

1 

I HIGHLIGHTS UNDER -- 1,319 watercourses improved; 

I 1982-87 PROGRAM: -- 74,857 acres p r e c i s e l y  leveled; 
I -- Financed overseas t r a i n i n g  and study tours  f o r  
I 156 government employees ; -- Financed incount ry  t r a i n i n g  courses f o r  8,723 
I 

1 government employees and farmers ; -- Four t r a i n i n g  demonstration farms (one i n  each 
1 p rov ince)  establ ished; -- 54 OFWM f i e l d  teams establ ished;  
I I 

I -- Four OFWM t r a i n i n g  centers (one i n  each 

I p rov ince)  es tab l  ishqd and capabi 1  i t  ies  developed 
i n  each center  t o  plan, design, and conduct 
requ i red  t r a i n i n g  courses; 

I -- Management c a p a b i l i t i e s  o f  t r a i n i n g  centers, 

i provf  n c i a l  d i rec tora tes ,  and fede ra l  water 
I nanagement wing enhanced by  the developnient and 

i n s t a l  l a t  i o n  o f  management f  nformat i on  systems; -- A modern func t i on ing  media center  a l so  having 
c a p a b i l i t y  t o  serve as a  p r o j e c t  resource center  
establ ished. 

/ 
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FUNDING LEVEL: 

DURATION : 

MAIN IMPLEMENTING 
AGENCIES : 

PROJECT GOAL: 

PLANNED OUTPUTS: 

HIGHLIGHTS 
UNDER FY82-87 
PROGRAM: 

IRRIGATION SYSTEMS MANAGEMENT 

$90 M i l l i o n  

Star ted:  June 1983; Planned Completion Date: 
February 199 1 

M i n i s t r y  of Water and Power; P r o v i n c i a l  
I r r i g a t i o n  Departments 

To a s s i s t  t he  GOP and t he  f o u r  p r o v i n c i a l  
i r r i g a t i o n  departments t o  r ehab i  1  i t a t e  
d e t e r i o r a t e d  surface i r r i g a t i o n  and drainage 
systems, and t o  improve Pak i s tan ' s  i n s t i t u t i o n a l  
c a p a c i t y  so t h a t  r e l i a b l e  and equ i t ab le  water 
supp l ies  a r e  a v a i l a b l e  f o r  i r r i g a t e d  a g r i c u l t u r e .  

4,000 k i l ome te rs  of canals and d ra ins  
r e h a b i l i t a t e d ;  1,000 a g r i c u l t u r a l  demonstrat ion 
p l o t s  estab l ished;  20,000 acres of farm land 
p r e c i s e l y  l e v e l l e d ;  1,990 f i e l d  s ta f f  and 5,000 
water user assoc ia t i on  members t r s i ned ;  6 
p r o v i n c i a l  i r r i g a t i o n  workshops remodel led; 
1,000 water user  assoc ia t ions  es tab l i shed ;  7 
command water management sub-pro ject  off ices 
es tab l i shed .  

-- g e h a b i l i t a t e d  approximately 4,000 k i l ome te rs  
o f  canals  and d ra ins ;  -- Es tab l i shed  7 command water management 
sub-pro ject  o f f i c e s  i n  a l l  f o u r  p rov inces  and 
i n i t i a t e d  command water manaqenent a c t i v i t i e s ;  -- Financed improvements valued a t  $ 5 . 7  m i l l i o n  
i n  more than 580 watercourses throughout 
Pak is tan:  - -  prov ided-$50 m i  11 i o n  i n  computers, veh ic les ,  
heavy machinery and o ther  equipment t o  
p r o v i n c i a l  i r r i g a t i o n  departments; -- Upgraded and equiped s i x  i r r i g a t i o n  workshops 
(Bhalwal , Moghalpura, Multan, Jamshoro, 
Quet ta ,  and Peshawar) ; -- Int roduced computer-aided des ign techniques 
i n  p r o v i n c i a l  i r r i g a t i o n  departments; -- Financed long-term overseas t r a i n i n g  f o r  30 
p a r t i c i p a n t s  and shor t - te rm overseas t r a i n i n g  
f o r  111 others ;  

-- Provided i n - coun t r y  t r a i n i n g  f o r  n e a r l y  3,000 
p a r t i c i p a n t s .  



FUNDING LEVEL: 

DURATION: 

MAIN IMPLEMENTING 
AGENCIES: 

PROJECT GOAL: 

PLANNED OUTPUTS : 

HIGHLIGHTS 
UNDER FY 82-87 
PROGRAM: 

$25 Mil 

Started 
August 

Inspect 



FUNDING LEVEL : 

DURATION: 

MAIN IMPLEMENTING 
AGENCIES : 

PROJECT GOAL: 

PLANNED OUTPUTS: 

HIGHLIGHTS 
UNDER FY82-87 
PROGRAM: 

$35.5 M i l  1  i o n  

Star ted:  August 1984; Planned Conplct ion Date: 
Se ptember 1  992 

NNFP A g r i c u l t u r a l  Un ive rs i t y ;  Univers i  t y  Grants 
Commission 

To he1 p  the Government o f  Pakistan and the 
prov inc ia l  government i n  i t s  e f f o r t s  t o  
i n teg ra te  a g r i c u l t u r a l  research i n  the NWFP w i t h  
a g r i c u l t u r a l  education a t  the u n i v e r s i t y  l e v e l ,  
improve the q u a l i t y  o f  education and research a t  
the u n i v e r s i t y  ; and strengthen 1  inkages w i t h  
a g r i c u l t u r a l  extension throuah a a.. - 
problem-sol ving, farmer-or iented outreach 
a  pproac h. 

Enrollment increased to  935 students; more 
e f f i c i e n t  and e f f e c t i v e  a  ppl i e d  research program 
imp1 emented; Learning Resource Center 
establ ished and equi p p d ;  A g r i c u l t u r a l  
Un ive rs i t y  s t a f f  increased; campus P y s i c a l  
f a c i  1  i t i e s  expanded; outreach program 
establ ished; teaching and examination system 
improved; admin i s t ra t i on  network improved; and 
degree t r a i n i n g  provided f o r  65 s t a f f  members. 

-- Pk-ovided farm equi pnent, s c i e n t i  f i c  
equi pnent and 7,000 books valued a t  $2.0 
m i l l  i on  t o  Ag r i cu l  t u r a l  Un ive rs i t y ;  -- Establ ished computer lab, provided conguters 
f o r  p rov inc ia l  research s ta t ions ,  and t ra ined  
56 s t a f f  members i n  complter use; -- I n i t i a t e d  research s t a t i o n *  imwovement 
program, i n c l u d i  ng prov is ion  o f  new-equi pnent 
and f a c i l  i t i e s :  -- Conducted outreach programs i nvc l  v i  ng 372 
farmers: -- ~ n r o l l e d  33 professionals i n  long-term 
advanced degree programs and provided 
s h o r t - t e n  overseas t r a i n i n g  f o r  35 teachers 
and researchers: --  Completed const;uction plans for  new 1 f  b rary ,  
learn fng  resources center,  auditor ium, 
hoste ls ,  facul t y  housing and o ther  canpus 
bu i  1  df ngs, w i t h  cons t ruc t i on  expected t o  
begin i n  1988 and be complete by 1991, valued 
a t  $20 m i l l i o n .  

TRANSFORMATION AND INTEGRATION OF NUFP ' S 
P R ~  I 



FUHDING LEVEL: 

DURATI CCI : 

MAIN IMPLEMENTING 
d6ENCIES : 

PROJECT GOAL: 

PLANNED OUTPUTS: 

HIGHLIGHTS 
UNDER FY82-87 
PROGRAM : 



FUNDING LEVEL: 

DURATION: 

MAIN IMPLEMENTING 
AGENCIES: 

PROJECT GOAL: 

PLANNED OUTPUTS : 

HIGHLIGHTS 
UNDER FY82-87 
PROGRAM: 

FOOD SECURITY MANAGEMENT 

$35 M i  11 ion  

S ta r ted :  August 1984; Planned Completion Date : 
June 1990 

M i n i s t r y  of Food and A g r i c u l t u r e ;  S t a t i s t i c s  
D i v i s i o n ;  Survey o f  Pak is tan;  P r o v i n c i a l  Food 
and A g r i c u l t u r a l  Deparsrnents; P r o v i n c i a l  
Agr i c u  l t u r e  Research I n s t i t u t e s  and Univers  i t  

To improve the a n a l y t i c a l  and p o l i c y  fo rmu la t  
network, t he  managerial  c a p a b i l i t i e s ,  and the  
phys i ca l  c a p a b i l i t y  of COP agencies t o  manage 
t h e  n a t i o n a l  food s e c a r i t y  system e f f e c t i v e l y  
and e f f i c i e n t l y .  

i e s .  

i o n  

Na t i ona l  area samp l i n g  frame (NASF) es tab l i shed ;  
economic ana l ys i s  network (EAN) 
i n s t i t u t i o n a l i z e d ;  62 economic and p o l i c y  
s t ud ies  completed; 2,536 personnel  t r a i ned ;  
s torage f a c i l i t i e s  f o r  750,000 m e t r i c  tons  
r e h a b i l i t a t e d ;  12 pes t  c o n t r o l / g r a i n  s to rage  
research s tud ies  and bu lk  s torage s tudy  
completed. 

-- Financed p o l i c y  and sub-sector s t ud ies  on a  
wide v a r i e t y  o f  agr i c u l t u r e - r e l a t e d  t o p i c s  
i n c l u d i n g  sugar, wheat r a t i o n i n g ,  i r r i g a t i o n  
systems ope ra t i on  and maintenance, 
coopera t i ves  , farm management, farm 
mechanizat ion,  g r a i n  s torage r e h a b i l i t a t i o n ,  
and pest  con t ro  1; -- Provided i n - coun t r y  t r a i n i n g  f o r  more than 
400 people through a  s e r i e s  o f  computer 
workshops, seminars, and app l i ed  economics 
courses ; -- F inanc ing  long- term overseas t r a i n i n g  f o r  TO 
p a r t i c i p a n t s  and sho r t - t e rm  t r a i n i n g  o r  
observa t ion  t ou r s  f o r  a t  l e a s t  45 others ;  -- Conp l e t e d  new samp 1  i n g  frame ~ e t h o d o  logy  f o r  
improv ing a g r i c u l t u r a l  s t a t  i s t i c s - g r a t h e r i n g  
i n  two d i s t r i c t s  and i n i t i a t e d  implementat ion 
a c t i v i t y  i n  two o thers .  



FUNDING LEVEL: 

DURATION: 

MAIN IMPLEMENTING 
AGENCIES : 

PROJECT GOAL: 

PLANNED OUTPUTS : 

HIGHLIGHTS UNDER 
FY82-87 PROGRAM: 

AGRICULTURE SECTOR SUPPORT PROGRAM 

--- 
$300 Mi 1 1 ion 

Started: September 1987; Planned Completion Gate: 
September 1993 

Ministry of Food and Agriculture. 

To provide balance of payments support while laying 
the groundwork for sustained agricultural growth. 

-- 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 agriculture-related commodities and 
equipment. 

-- Training and Technical Assistance: Training for 
private and public sector ~ersonnel as well as 
technical assistance in agricul ture-related areas. 

The program was only recently initiated. 



FUNDING LEVEL: 

DURATION: 

MAIN IMPLEMENTING 
AGENCIES : 

PROJECT GOAL: 

PLANNED OUTPUTS: 

HIGHLIGHTS 
UNDER FY82-87 
PROGRAM: 

RURAL ELECTRIFICATION 

$340 M i l l i o n ,  Rs. 24 M i l l i o n  

S ta r ted :  September 1982; Planned Completion 
Date: September 19% 

Water and Power Development A u t h o r i t y  (!4APDA) 

To s t reng then  the  o rgan iza t ion ,  s t a f f  and 
management c a p a b i l  i t  i es  o f  WAPDA's d i s t r i b u t i o n  
f u n c t i o n  i n c l u d i n g  commercial, f i n a n c i a l ,  
t echn i ca l ,  and a d m i n i s t r a t i v e  p o l i c i e s ,  methods 
and procedures; and t o  a s s i s t  t he  GOP t o  p rov ide  
r e l i a b l e  and e f f i c i e n t  e l e c t r i c  se r v i ce  i n  r u r a l  
areas, reduce vo 1 tage f l u c t u a t i o n s  and 
loadshedding. 

185,000 r e s i d e n t i a l ,  17,000 commercial, 7,700 
tubewel l ,  4,500 community and 1,500 i n d u s t r i a l  
customers connected; 28,638 persons t r a i ned ;  1 
t r a i n i n g  i n s t i t u t e  const ructed;  2-5 warehouses 
const ructed;  2-5 r u r a l  customer se r v i ce  cen te rs  
const ructed;  ass is tance  p rov ided  i n  develop ing 
n a t i o n a l  r u r a l  e l e c t r i f i c a t i o n  master p lan ;  900 
MW combined c y c l e  power p l a n t  cons t ruc ted  a t  
Guddu. 

-- Completed f i r s t  phase of 900 MW combined 
i n g  400 c y c l e  power ~ l a n t  p l a n t  a t  G~ddu,  add 

MW t o  n a t i o n a l  power g r i d ;  -- Es tab l i shed  D i s t r i b u t i o n  T r a i n i n g  I n s  
i n  temporary f a c i l i t i e s  i n  Lllhore, i n  
p l ans  f o r  c o n s t r u c t i n g  permanent f a c i  
I s 1 amabad ; -- 9eveloped comprehensive d i s t - i b u t i o n  
personnel  t r a i n i n g  p l a n  and ~ r o v  ided 

t i t u t e  
i t i a t e d  
l i t y  i n  

i n - coun t r y  t r a i n i n g  f o r  30,030; 
--  Prov ided $6 m i  11 i on  computer system and 

in t roduced  computer-aided p l 3nn ing  and des ign 
program a t  WAPDA; -- Procured $8 m i  11 i o n  i n  commodities f o r  feeder 
r e h a b i l i t a t i o n  and energy loss  r e d u c t i o n  
program a t  WAPDA. 



- USAID/ PAI<ISTAN 

ENERGY PLANNING AN0 DEVELOPMENT 

FUNDING LEVEL: $105 Miliion 

DURATION: Started: July 1983; Planned Completion Date: 
July 1990 

PROJECT GOAL: To strengthen tho 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. 

PLANNED OUTPUTS: National energy analysis group established; 18 
special energy studies and 3 coal resource 
assessments completed; national coal exploration 
plan developed; 3 coal analysis faci 1 ities 
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. 

HIGHLIGHTS -- Completed feasibility study for 1,050 MW 
UNDER FY82-87 Jamshoro power plant; -- Completed feasibility study for Lakhra coal 

mine and power plant; -- Assisted in establishment of energy 
conservation program and c e n t e ~  (ENERCON 1 in 
is 1 anabad; -- Assisted in establishment of Energy Wing 
within Ministry of Plannfng 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 
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FUNDING LEVEL: 

DURATION: 

MAIN IMPLEMENTING 
AGENCIES : 

PROJECT GOAL: 

PLANNED OUTPUTS: 

HIGHLIGHTS 
UNDER FY82-87 
PROGRAM: 

ENERGY COHMODITIES AND EQUIPMENT 

$100 M i l l i o n  

S ta r ted :  August 1984; Planned Completion Date: February 
1989 

M i n i s t r y  of P lann ing  and Development; O i l  and Gas 
Development Corpora t ion  (OGDC); Water and Power 
Development A u t h o r i t y  (WAPDA), Karach i  E l e c t r i c  Supply 
Corpora t ion  (KESC) ; Geo log ica l  Survey o f  Pak is tan  (GSP ; 
Pak is tan  M ine ra l  Development Corporat ion (PMDC); Pak is tan 
Counci l  o f  S c i e n t i f i c  and I n d u s t r i a l  Research (PCSIR); 
Hydrocarbon I n s t i t u t e  of Pak is tan  (HDIP). 

To p rov i de  balance o f  payments suppor t  and t o  c o n t r i b u t e  
t o  energy p roduc t ion  f rom indigenous resources and energy 
conservat ion.  

Reduct ion i n  energy waste i n  p r i v a t e  and p u b l i c  sec to rs ;  
d i r e c t  m i t i g a t i o n  o f  ba lance o f  payment problems b y  
increased use o f  indigenous coal ,  o i l ,  gas, and renewable 
energy resources; t r a n s f e r  o f  energy r e l a t e d  techno l o g  ies .  

-- Provided $11.3 m i l  l i o n  i n  e l e c t r i c  power equipment t o  
WAPDA and KESC; -- Prov ided $8 m i l  l i o n  i n  o i l  and gas e x p l o r a t i o n  
equipment t o  OGDC; -- Provided $4.5 m i l l  i o n  i n  s c i e n t i f i c  research  and 
l a b o r a t o r y  equipment t o  PCSIR and $2.7 m i  11 i on  i n  
s c i e n t i f i c  research  and l a b o r a t o r y  equipment t o  
Hydrocarbon Development I n s t i t u t e  of Pak is tan;  -- Provided $8.1 m i l l i o n  i n  coa l  e x p l o r a t i o n  and sa fe ty  
equipnent t o  Geo log ica l  Survey o f  Pak is tan;  -- I n i t i a t e d  procurement o f  add i t  i o n a l  computers, d r i l l  i n g  
consumables, and o the r  energy - re la ted  items valued a t  
$19.3 n i l  l i o n .  



I NORTHMST FRONTIER -AREA DEVELOPMENT 

FUNDING LEVEL: 

DURATION: 

MAIN IMPLEMENTING 
AGENCIES: 

PROJECT GOAL: 

PLANNED OUTPUTS: 

HIGHLIGHTS 
UNDER FY82-87 
PROGRAM: 

S ta r ted :  August 1983; Planned Completion Date: 
Oecenber 1988 

NMFP P l  a n n i r ~ g  and Development Department ; NWFP 
Spec ia l  Development Un i t ;  NWFP P r o j e c t  
Coord ina t ing  Un i t ;  Un i ted  Nat ions  fund  f o r  Drug 
Abuse Con t ro l  (UNFDAC). 

TO suppor t  GOP e f f o r t s  to  change the economy o f  
Gadoon-dmazai and o the r  major  poppy p roduc ing  
areas of the NWFP from one based s u b s t a n t i a l l y  
on poppy c u l t i v a t i o n  t o  a  d i v e r s i f i e d  
a g r i c u l t u r a l  and n o n - a g r i c u l t u r a l  system w i t h  
s t r ong  t i e s  t o  t h e  n a t i o n a l  economy. 

Gadoon Component : 5,506 w s i d e n t s  t r a i n e d  i n  
marketab le  s k i l l s ;  33 m i lec  o f  roads b u i l t ;  150 
m i l e s  of paths and feeder  roads b u i l t ;  375 acres 
o f  land i r r i g a t e d ;  30 v i l l a g e s  e ! e c t r f f  ied;  27 
po tab le  water systems cons t ruc ted  and 28 o t h e r s  
r epa i r ed .  
UNFDAC/Dir Component: I n t r c d u c t i o n  o f  improved 
c rop  v a r i e t i e s ,  i n c l u d i n g  270,000 f r u i t  
sap1 ings;  es tab l  ishment of Na tu ra l  Resource 
T r a i n i n g  Center; power supply  t o  4,000 f am i l i e s ;  
20 m i n i  hydel  schemes i n i t i a t e d ;  '75 d r i n k i n g  
wafer schemes and 20 i r r i g a t i o n  schemes 
completed; 142 k i l ome te r s  o f  roads b u i l t .  

-- Completed c o n s t r u c t i o n  i n  18 m i l es  o f  roads, 
cons t ruc t  i o n  underway on 32 add !t i m a  l mi l es  ; -- E l e c t r i f i e d  s i x  v i l l a a e s :  

. I--.  -- Constructed 12 schoo :s, c o n s t r u c t  i o n  underway 
on 31 others :  -- Completed 3 - p o t a b l e  water supp ly  systems, 
c o n s t r u c t  i o n  underway on 40 o t h s r s  ; -- P lan ted  more than 600,000 t r e e s  of a11 
v a r i e t i e s ,  i n c l u d i n g  n e a r l y  80,000 f r u i t  
t r e e s  ; -- Tra ined more than 1,000 r e s i d e ~ t s  i n  a  
v a r i e t y  of marketab le  s k i  11s. -- I n i t i a t e d  implementat i o n  a c t i v i t i e s  i n  D f r ,  
i n c l u d i n g  estab l ishment  o f  290 model 
orchards,  p r o v i s i o n  of 280,000 f r u i t  
sap l i ngs ,  and i n i t i a t i o n  of c o n s t r u c t i o n  o f  
I iy 5- d e b .  



TRIBAL AREAS DEVELOPMENT 

FUNDING LEVEL: 

DURATION : 

$24 M i l l i o n  

Started: September 1982; Planned Completion 
Date : September 1990 

MAIN IMPLEMEPTING 
AGENCIES : 

PROJECT GOAL: 

PLANHED OUTPUTS : 

HIGHLIGHTS 
UNDER FY82-87 
PROGRAM: 

Pakistan 's  States and F r o n t i e r  Region D iv is ion ;  
Federa 1 ly  Administered T r i b a l  Areas Developmnt 
Corporation ; NWFP Prov inc ia l  Planning and 
Deve lopment, Comrnunicat ion  and Works, Local 
Government and Rural Development Departments. 

TO support the  continued economic development o f  
the region by strengthening the c a p a b i l i t y  o f  
government i n s t i t u t i o n s  t o  implement development 
programs i n  th?  T r i b a l  Areas and t o  construct  
basic  i n f ras t ruc tu re .  

140 Ki lometers of roads constructed; 5 
watercourses improved; 20 tubewel ls  i n s t a l  led; 
22 i r r i g a t i o n  schemes constructed; 20,000 acres 
o f  new a g r i c u l t u r a l  land developed; a t  l eas t  26 
r u r a l  development p ro jec ts  completed; computer 
c a p a b i l i t y  of f i v e  implementing agencies 
enhanced; overseas t r a i n i n g  provided f o r  12 
persons. 

-- Completed 25-kilometer Sadda-Marghan road; -- Completed 13 r u r a l  development schemes, 
i nc lud ing  pr imary schools and hea l th  
f a c i l i t i e s :  -- Completed do Go Wan i r r i g a t i o n  scheme i n  
South Wazir is tan and Marghan i r r i g a t i o n  
scheme i n  Kurram Agency; -- I n i t i a t e d  cons t ruc t ion  on f i v e  o ther  
i r r i g a t i o n  schemes as we1 1 as 35 k i lometers 
of roads: -- Provided -heavy cons t ruc t  ion  equipment valued 
a t  $750,000 t o  p r o v i n c i a l  Communications and 
Works department: -- prov ided overseas t r a f n i n g  f o r  f o u r  water 
engineers ; -- Provided 12 computers t o  var ious implementing 
agencies. 



roads improved and pro 
kilometers of roads re 
wells improved; 47 sma 
size dam constructed; 
4,175 acres land level 
trained overseas; 273 
in-country. 



ROAD RESOURCES MANAGEMENT 

FUNDING LEVEL: 

DURATION: 

MAIN IMPLEMENTING 
AGENCIES : 

PROJECT GOAL: 

EXPECTED OG'; PUTS : 

HIGHLIGHTS 
UNDER FY82-87: 
PROGRAM: 

$43 M i  1  1 ion  

Started: June 1987; Planned Completion Date: 
Decenber 1 992 

Federal Rural Development Engineering C e l l  o f  
M i n i s t r y  of Local Government and Rural 
Development; Sind Planning and Development 
Department; S ind Local Government and Rural 
Development Department ; Nationa 1 Transport 
Research Center of the  M i n i s t r y  o f  Planning and 
Development; D i s t r i c t  Councils i n  13 d i s t r i c t s  
i n  Sind. 

To improve road resources management and make 
the t ranspor ta t  i on  sector  more e f f i c i e n t  i n  
Pakistan. 

Improved system o f  mads maintenance establ ished 
i n  a l l  13 r u r a l  d i s t r i c t s  of Sind; 
r e h a b i l i t a t i o n  o f  3 , 3 0 0  k i lometers  o f  d i s t r i c t  
roads and cons t ruc t ion  o f  over 6 5 0  k i lometers  o f  
new roads; improved system fo r  the  management of 
f i n a n c i a l  resources establ ished; t r a i n i n g  
provided fo r  more than 750 p a r t i c i p a n t s ;  
es tab l i sh  and demonstrate e f fec t iveness  o f  a 
"maintenance f i r s t N  road management po l  i c y  i n  
Sind. 

Pro jec t  ac t  i v i t  i e s  have on ly  r e c e n t l y  got ten underway, 
inc ludina:  -- t o n t r i c t  i ng  f o r  long-term techn ica l  serv ices ; 
-- :nventory o f  a l l  d i s t r i c t  r w d s  i n  Sind; -- Establishment of p r o j e c t  o f f i ce  i n  Karachi;  -- Procurenent o f  p r o j e c t  vehic les.  



FUNDING LEVEL: 

DURATION: 

MAIN IMPLEMENTING 
AGENCIES: 

PROJECT GOAL: 

PLANNED OUTPUTS : 

HIGHLIGHTS 
UNDER FY82-87 
PROGRAM: 

MALARIA CONTROL I I 

$41 M i l l i o n ,  Rs. 21 N i l l i o n  

S ta r ted :  May 1982; Planned Completion Date: 
September 1988 

D i r e c t o r a t e  of Ma la r i a  Contro 1 ; P r o v i n c i a l  Heal t n  
Departments; Na t i ona l  I n s t i t u t e  o f  Ma la r i a  
Research and Tra in ing .  

To reduce inc idence  of ma la r ia  i n  Pakistan. 

21 m i l  l i o n  ma la r i a  cases avoided; 669 personnel 
t r a i ned ;  one t r a i n i n g  f a c i l i t y  purchased, 
equipped and staffed; 50 urban ma la r ia  c o n t r o l  
programs launched. 

-- Contr ibuted t o  avoidance of an est imated 21 
mi 11 ion ma la r ia  cases, con ta in i ng  what would 
otherwise have become : major h e a l t h  problem 
i n  Pakistan. -- Provided 13,650 m e t r i c  tons of i n s e c t i c i d e  
valued a t  $33 m i l l i o n  f o r  an t i -ma la r i a  
spray ing opera t ions  cover ing  16.2 m i  11 i o n  
households and 80% o f  t h e  " a t  r i s k M  
populat ion;  -- Supported estab l ishment  of Na t i ona l  I n s t f t u t e  
o f  V a l a r i a  Research and T ra in i ng  (NIMRT) I n  
Lahore f o r  ma l a r i a  operat  iona l research; -- Supported e s t ~ b l  i shnent  o f  ma la r ia  case 
de tec t i on  cen te rs  a t  h e a l t h  f a c i  l i t i e s  i n  
se lec ted  urban m n  i c i p a l  co rpora t ions  ; -- Trained 272 doc to rs  and 7,356 i n  ma la r i a  
c o n t r o l  techniques and s t r a t e g i e s  i n  a 
v a r i e t y  of i n - coun t r y  and overseas programs. 



PRIMARY HEALTH CARE 

FUNDING LEVEL: $30 Million 

DURATION : Started : September 1982; Planned Completion 
Date: March 1989 

HAlN IMPLEMENTING Pakistan's Federal Ministry of Health; Provincial ' 
AGENCIES: Departments of Health; National Inst i ~ u t e  of 

Health 

PROJECT GOAL: To improve the quality and expand the coverage 
of primary health care services in the rural 
areas of Pakistan. 

PLANNED OUTPUTS: Revised health worker training curriculum; 13 
health technician schools and hostels 
constructed and equipped; 25 percent increase in 
nl~mber of female health technicians; medical 
officers trained in management; functioning drug 
inventory and health information systems; oral 
rehydration therapy campaipi undertakm; 
commodities and training provided to support 
national immunization program. 

HIGHLIGHTS -- Eight health technician training schools in 
UNDER FY82-87 S ind and Pun jab nearing comp 1 et ion (Attock, 
PROGRAM: D.G. Khan, Sialkot, Bahawalnagar, Jhang, - - 

Nrpurkhas, Hyderabad, ~ u k k u r  j; - -  1,715 health technicians trained and posted, 
40 percent of whom are female; -- Provided management training fo- 531 medical 
officers -- Provided orientat ion to 434 in-serv ice health 
technicians on delivering preventive services ; -- Provided $5.2 million dollars of iommoditfes 
for Pakistan' s Expanded Program in 
Immunization (EPI); -- Distributed two million oral rehydration 
leaf lets nation-wide; -- Initiated management informatioi systems for 
basic health services program and control of 
diarrhea 1 diseases program; -- Revised curriculum for teaching mid-level 
health workers, 



FUNDING LEVEL: 

DURATION: 

MAIN IMPLEMENTING 
AGENCIES : 

PROJECT GOAL: 

PLANNED OUTPUTS: 

HIGHLIGHTS 
UNDER FY82-87 
PROGRAM: 

POPULATION UELFARE PLANNING 

$74 M i  11 ion 

Started: August 1982; Planned Completion Date: 
September 1989 

Populat ion Welfare D iv is ion ,  M i n i s t r y  o f  
P larIl,i ng and Deve l opmn t. 

To strengthen the  government s  popill a t  i on  
p l am ing ,  evaluat ion,  research, mo t i va t i ona l  
and l o g i s t i c  capabi 1 i t  ies  and perfcrmance. 

401 s t a f f  t ra ined;  one supply l o g i s t i c  manual 
draf ted;  two f a c i l i t i e s  constructed and 
equipped; 52 workshops and seminars completed; 
11 studies and surveys completed; 54,000 
o u t l e t s  suppl i ed  w i t h  contracept ives. 

-- Supported establ ishment o f  a new Nat iona l  i 

I n s t i t u t e  of Populat ion Studies (NIPS) i n  
I s  lanabad -- I n i t i a t e d  cons t ruc t ion  o f  new warehouse f o r  
Populat ion Welfare Planning D i v i s i o n  i n  
Kar' c h i  ; -- I n  i t  i a ted  p lanning f o r  cons t ruc t i ng  modern 
research f a c i  1  i ty for  Nat iona: Research 
I n s t i t u t e  f o r  F e r t i l i t y  Contro l  INRIFC) i n  
Karachi ; -- Assisted i n  p rov id ing  high-qui l i f y ,  modern 
contracept ives fo r  fami ly  p l a ~ i n i n g  o u t l e t s  
throughout the country. 
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SOCIAL MARKETING OF CONTRACEPTIVES 

FUNDING LEVEL: 

DURATION: 

$20 M i l l i o n  

S ta r ted :  March 7984; Planned Completion Date: 
September 1989. 

MAIN IMPLEMENTING 
AGENCIES : 

PROJECT GOAL: 

PLANNED OUTPUTS : 

I 
1 HIGHLIGHTS 
i UNDER FY82-87 i 
! PROGRAM: 

Popu la t ion  Welfare D i v i s i o n ,  M i n i s t r y  o f  
P lanning and Development. 

To increase con t racep t i ve  usage by prsmot i n g  
f a m i l y  p l ann ing  and expanding t h e  a v a i l a b i l i t y  
o f  con t racep t i ves  through t h e  p r i v a t e  sec to r .  

Support f o r  es tab l ishment  o f  an e f f e c t i v e  s o c i a l  
market ing network; 54,000 r e t a i l  sa les o u t l e t s  
f o r  con t racep t i ves  throughout  t h e  count ry .  

-- Dur ing  r e l a t i v e l y  b r i e f  p e r i o d  o f  ac tua l  
p r o j e c t  implementation, supported development 
of s o c i a l  market ing network t h a t  now covers 
40,000 r e t a i l  o u t l e t s  throughout  t h e  coun t ry ;  -- Provided l a rge  numbers o f  a safe, 
h igh-qt la l  i ty ,  low-cost p roduc t  t o  A wide 
spectrum of consumers i n  Pak is tan.  



FUNDING LEVEL: 

DURATI On : 

MAIN IMPLEMENTING 
AGENCIES: 

PROJECT GOAL: 

PLANNED OUTPUTS: 

HIGHLIGHTS 
UNDER FY82-87 
PROGRAM: 

DEVELOPMENT SUPPORT TRAINING 

$40 M i l l i o n ;  Rs. 66.0 K i l l i o n  

Started: A p r i l  1983; Planned Completion Date: 
lYarch 1990 

Economic A f fa i r s  D iv is ion ;  Establishment 
D iv i s ion ;  P rov inc ia l  Planning and Development 
Departments. 

To strenthen management and techn ica l  exper t i se  
i n  the  p u b l i c  and p r i v a t e  sectors f o r  those 
involved i n  the planning, development and 
implementation o f  Pakis tan 's  soc ia l  and economic 
development programs. 

1,825 i n d i v i d u a l s  t r a i n e d  i n  Pakistan; 154 
i nd i v idua ls  t ra ined i n  t h i r d  countr ies;  807 
i n d i v i d u a l s  t ra ined  i n  U.S.; 19 in tens ive  
Engl i sh Language programs completed ; and 16 
t r a i n i n g  i n s t i t u t i o n s  strengthened. 

Provided in-country  management t r a i n i n g  f o r  
2,500 i n  p u b l i c  and p r i v a t e  sector;  
Provided Engl ish language t r a i n i n g  f o r  450; 
Provided t r a i n i n g  i n  Uni ted States f o r  nore 
than 2,500 Pakistanis ;  
Provided t r a i n i n g  i n  o ther  count r ies  f o r  more 
than 1,000 Pakistanis ;  
Strengthened t r a i n i n g  programs a t  16 
i n s t i t u t i o n s ,  i nc lud ing  flanagenent 
Associat ion of Pakistan, Pakis tan Aud i t  
Department, Lahore Graduate School of 
Business Admin is t ra t  ion, Pakistan I n s t i t u t e  
a f  Nanagement i n  Karachi, and Nat ional  
I n s t i t u t e s  fo r  Pub l ic  Admin is t ra t ion  (NIPA) 
i n  Karachi, Lahore, Quet ta ,  and Peshawar, 
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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 AIDflashington were useful 
at various times in supplementing or supporting activities initiated by 
the Mission. Thls 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 Xgha Khan Rural Support Frogram (AKRSP) for 
three years (September 1995-October 1388) to support their innovative 
program focused on isolated mountainous areas ir+ Chitral, Gilgit, and 
Baltistan. Similarly, $770,000 was provided through the Child Survival 
Grants Program through the same organization for three years (September 
1987-October 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-N 1987 period and helped strengthen 
activities promoted under the bilateral Population Welfare Planning 
Project. Such support was provided through several institutions, 



including the Pathfinder Fund ($200,000), Family Health International 
($121,000), Family Planning International Assistance (approximately 
$400,000), Uni-~ersity 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 
groject. 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. In 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 4 

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-N 1987 
period, American Hospital and Schools Abro~d (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 Bahiwal. 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. 

I 
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ANNEX L 

A NOTE CV AFGHAN REFUGEES I N  PAKISTAN, 1980-1987 - 
Throughout the FYI 982-FYI 987 program, Paki stan pl ayed host  t o  the 1 argest 
refugee population anywhere i n  the worl d--as many as three m i l  1 i on  
Afghans, representing perhaps a f i f t h  o f  the t o t a l  Afghan powlat ion.  
About 75 percent o f  the Afghans found refuge i n  the Northwest F ron t ie r  
Province (NWFP), 20 percent i n  Baluchistan, and 5 percent i n  the Punjab. 
Several thousand a1 so 1 ived i n  Karachi, Pakistan's la rges t  c i t y .  
A1 though some refugees 1 ived i ndependr~t ly  i n  Paki stan's urban areas, 
most were placed i n  some 300 camps spre:d throughout the NWFP, 
Balucnistan and Sind. The costs t o  Pakistan o f  t h i s  la rge refugee 

p l la t ion - - in  ~ 9 1  i t i c a l  as well  as economic terms--were considerable. 

The b i l a t e r a l  U.S. economic assi stance program t o  Pakistan was 
purposeful ly kept  separate from the considerable e f f o r t s  on the part  o f  
the U.S. and other  donors t o  provide refugee r e l i e f .  The UNHCR 
coordinated the overa l l  i o t e r n a t i l ~ n a l  assistance e f f o r t ,  moni t o r i ng  
program implementation by the Government o f  Paki stan (GOP) as wel l  as 
p a r t i c i  pating in te rna l  donors and Pr i va te  Voluntary Organizations 
(PVOs). It a lso i n i t i a t e d  a ser ies  o f  se l f -he lp  projects i n  cooperation 
w i t h  the World Bank t o  provide employment f o r  Afghans whi le repa i r ing  
some o f  the environmental damage caused by t h e i r  presence. Working 
c lose ly  w i t h  the UNHCR, the World Food Program (WFP) coordinated pledges 
by i nternatdonal donors f o r  commodity re1 i e f  and monitored t h e i r  del i ve ry  
and d i s t r i bu t i on .  Final  ly, more than 40 in ternat iona l  PVOS, i nc lud ing  
many from the Uni ted States, were i nvolved i n  various refugee re1 i e f  
programs througl:out Pakistan. 

The United States emerged as the major in ternat iona l  supporter of t h i s  
array o f  refugee re1 i e f  e f fo r t s ,  providing wel l  over $500 m i l l i o n  between 
FYI 980 and FYI 987 ( inc lud ing cont r ibut ions through excess foreign 
currency accounts). Throughout the period, the U.S. gov ided about 30 
percent o f  UNHCR's program budget i n  Pakistan. The more than $300 
m i l  l i o n  i n  commodities provided through PL 480 T i t l e  11 programs 
represented about 40 percent o f  a1 1 camnodl t i e s  wovided. F ina l  l y ,  a 
number of PVOs (Ca tho1 i c  Re1 i e f  Services, Church Worl d Service, 
In ternat io i ib l  Rescue Comni t tee, Salvat ion Army, h e r i c a r e s  Foundation, 
Ex ~ r i m e n t  i n  I n2ernational Living, Mercy Fund, Pakistan Red Crescent 
Society) received su p w r t  for  t h e i r  peagrams from the U. S. 
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U.S. ASSISTANCE TO 
AFGHAN -GRAMS, 

Year - UNHCR - WFP - 
FY 1 980 n r  5.000 31.880 
(Rs. 1 3.800 - 
FY 1981 
Tf )  30.000 39.271 
(Rs. 1 2.600 - 
FY 1982 

' 24.150 70.620 
(Rs. 1 3.000 - 
FY 1 983 

23.000 37.294 
(Rs. I 3.500 - 
FY 1 984 
? =  20.100 42.190 
(Rs. ) 3.800 - 
FYI 985 
(f) 19.655 40.590 
(RS. 1 3.281 .200 1 

FY 1 986 
'(t) 15.113 25.525 
(Rs. I 3.544 - 
FYI 987 
-( 17.428 37.503 
(Rs. 1 7.108 - 
TOTAL 
Tf) 154.445 324.873 
(Rs) 30.633 "200 

*Dollars o r  Equivalent i n  M i l l i o n s  Rounded 

UI4 High Commission for  Refugees 
WP: World Food wogram 
ICRC: International Committee o f  the Red Cross 
LICROSS/PRCS: League o f  Red Cross and Red Crescent Societies/ 

Pakf stan Red Crescent Society 
I 

GOP : Government o f  Pakf stan 

0303H 
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I C R C  - 
.300 - 

1.000 - 

.650 

.250 

1.000 
.500 

1.461 
.750 

1 .9Z6 
.750 

1 .OO7 
.728 

1.000 
1 .I85 

8.344 
4.163 

American LICROSS/ 
V V O s  PRCS - - TOTAL 

41.980 

83.964 

100.745 
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"Agricultural Commodities & Equipmest 1st amendment (391-0468)"; Date 
Authorized: June 24, 1983; Amount Authorized: $60 million. 

"Agricultural Commodities & Equipment 2nd Amendment (391-0468)"; Date 
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"Agricultural Commodities Q Equipment 4th Amendment (391-0468)"; Date 
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"Baluchistan Area Development Amendment (391-0479)"; Date Authorized: 
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"Development Support Training (391-0474)"; Date Authorized 
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"Xanagement of hgricultural Zesearch & Technology (391-0489)"; Date 
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"On-;arm Water Managemznt (391-0413)"; Date Authorized: May 27, 1982 
Amount Authorized: $10 million. 

"Population Welfare Planning (391-0469)"; Date Authorized: May 28, 
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"Project Design & Implementation Fund (391-0470)"; Date Authorized: 
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"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. 
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Agricultural Research Proiect (391-0296). pre~ared for USAID, 
Islamabad, October, 1983. 

Catterson. Thomas and others, Mid-Term Evaluation of the Forestry 
Plannine and Develo~ment Proielf (391-0481). prepared for USAID, 
Islamabad by Associates in Rural Development, Inc. under Contract 
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1987. 
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Commodities and Eaui~ment Imoort Proeram (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 I1 Proiect (391-0472), prepared for USAID Islamabad, 
April 1987. 

Tom, Fred, Fred Bentley and Elmer Kiehl, Interin Evaluation of 
Transformation and Intenation of the Provincial Avricultural 
Network Proiect (391-0488), prepared for USAID, Islamaoad by 
Devres, Inc. under Contract No. PDC-0085-1-09-6395-00, 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 Experienccs 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 Developrne~~. 

"Action Plan" - USAID/Pakistan Program Week, April 1987. 

"Action Plan" - USAID/Pakistan Program Week, February 1986. 
"Additior.al 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. 



"Friefing Book for USAID Assistant Administrator Mr. Charles 
Greenleaf," USAID/Islamabad, March 1986. 

"Briefing Book," Administrator M.A. Woods' Visit to Pakistan, January 
1988. 

"Congress'onal Presentation," USAID/Washington: 
FY 1984 Annex 11: .\sia 
FY 1985 Pnnex XI: Asia 
FY 1986 Annex 11: Asia 
FY 1987 Annex 11: Asia 
FY 1988 Annex 11: A ~ i a  
FY 1989 Amex 11: Asia 

"Country develop men^ Strategy Statement: FY 1986," USAID/Islamabad, 
January 1984. 

"Country Development Strategy Statement" FY 1988-33," 
USAID/Islamabad, April 1987. 

"Country Development Strategy Statesent: FY 1985," USAID/Islamabad, 
January 1983. 

"Delays in Project Preparation and Implementation: Causes and 
Remedies," Document of the World B m k  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 Prospectsn: Volumes I and 
11: 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 N 1987 ES? 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 Documentn USAID, August, 1987. 

"Strategic Approach to National Integration Issues and Development of 
tagging Areas in Pakistan," USATD/Islamabad October 1987. 

"The Sixth Five Year Plan: 1983-88: Planning Commision, Government of 
Pakistan. 

"Trade and Investmentn: Unclassified Cable, USAID/Islamabad, 
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 Narcotics in Pakistan," 
USAID/Islamabad Polic] 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 Rank in Pakistan: Review of a Relationship - 1960-84": 
Volumes I and 11, Document of the World Bank, January 1986. 

Abdullah, Tahira, "Women's Non-Formal Education Component (NWFADP): 
an Informal Assessment," July, 1987. 

Addleton, Jonathn, "Policy Dialogue Issues in Pakistan: Background, 
Ac~omplis~ments, Targets," Program Office, USAID/Islamabad, 
July, 1985. 

Addleton, Jonathan, "Sources of Stability and Instability in Pakistan: 
An Economic and Social Analysis1' Program Office, USAID/Islamabad, 
March 1987. 



Addleton, Jonathan, "An Interim Review of the Impact of USAID 
Assistance on the Provinces of Pakistan," Program Office, 
USAID/IslamaSad, March 1985. 

B~ver, Barbara, "The Impact of USA12 Assistance on the Punjab: 
1982-87," Program Cffice, USAID/Tslamabad, June 1987. 

Bever, Barbara, "The Impact of USAID Assistance on Baluchistan: 
1982-87," Program Office, USAID/Islamabad, June 1987. 

Bever, Barbara, "The Impact of USAID Assistance on Sind: 1982-87," 
Program Office, USAIDjIslamabad, June 1987. 

Bever, Barbara, "The Impact of USAID Assistance on the NWFP: 1982-87," 
Program Office, USAID/Islamabad, June 1987. 

Bever, Barbara, "The Impact of USAID Assistance at the Federal Level: 
1982-87," Program Office. USAID/Islamabad, June 1987. 

Bourn, Lawton P., Jr. (Editor), "The On-Farm Water Management Program," 
Sheladia Associates, Inc. Consulting Engineers. 

GOP, Planning Commission "Special Development and Enforcement Plan for 
the Opium Producing Areas of Pakistan" Islaxriabad, November 1983. 

International Center for Research on Women "Focusing on Wcmen: a 
Review of the USAID/Pakistan Portfolio," March 1986. 

Khaiid, Asma, "The Impact of Watercourse Improvement on Women" July, 
1981. 

Khan, Samina & Carolyn Ater, "Analysis of Water Management Processes, 
Agricultural and Household Activities by Gender Roles in Four 
Villages, Punjab, Pakistan," 1985. 

Lycette, Margaret and Emma Hooper "Draft Memorandum on Developi.ng a WID 
Income Generation Component Under the Tribal Areas Development 
Project," International Center for Research on Women, November 
1986. 

Metcalf, Barbara, "An Assessment of Programs and Needs in :the Field of 
Women in Development, especially in regard to Education and 
Training," 1983. 

Samaraweera, Frank, "Social Marketing of Contraceptives Project, 
Pakistan" Quarterly Reports, 1986 ?, 1987. 

Samaraweera, Frank, "Report on the Test Market Experience in Tharparkar 
District, Sind (with Photos)" Social Marketing of Contraceptives 
Project, Pakistan, October 1986. 

Shah, S.H., nA Guide to Government of Pakistan's Planning and 
Budgeting," Program Office. USAID/Islamabad, March 1985. 



Scaples, Suzanne F., "Ixproving Women's Lives: h Survey of Projects 
in Punjab and Recommendations for USAID Involvement," May, 1986. 

USAID/Pakistan "Child Suzvival Strategy Statement for Pakistann 22 
April, 1987. 





PERSONS CONSULTED 

A .  Meetin~s with GOP and Foreitzn Donor Officials 

Mr. Syed Nasir Ahmed 
Acting Secretary 
Health Division 
Islamabad 

Mr. Mohammad Akram 
Energy Specialist, Energy Wing 
Planning and Development Division 
Islamabad 

Mr. Kunir G.M. Akhtar 
former Secretary 
Economic Affairs Division 
Islamabad 

Ms. Shamahad Akhtar 
Economist 
Economic Wing 
The World Bank 
Islamabad 

Mr. Amir Yusuf Ali 
Secretary 
Ministry of Works and Communications 
Government of S ind 
Karachi 

Mr. Luis'de Azcarate 
Chief 
World Bank Residenl Mission 
Is lamabad 

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 
Is lamabad 

Miss Gulzar Bano 
former Secretary 
Women's Division 
Is lamabad 



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 
Cha i m a n  
National Development Finance Corporation 
(former Secretary Finance, Economic 
Affairs, Def5nce 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 bsan Khan 
Additional Secretary (Budget) 
Finance Division 
Is lamabad 



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, Punj ab Provincial Assembly, 
Chairman, District Council Rajanpur 
in Islamabad 

Mr. Inam Mansur 
Director (Middle East) 
Ministry of Foreign Affairs 
Government 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. Iqbal Moen 
Joint Secretary, External Finance 
Finance Division 
Islamabad 

Mr. Ejaz Naik 
former Secretary 
Economic Affairs Division 
Is lamabad 

Mr. Saeed Qureshi 
Secretary 
Economic Affairs Division 
Islamabad 

Dr. G. R. Sandh~ 
Member (Natural Resources) 
Pakistan Agricultural Research Council 
Is lamabad 



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 
Is lamabad 

Mr. Akbar Zeb 
Foreign Ministry 
(son of the late Wali of Swat) 
Islamabad 

8. Meetinrs 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. Anj um Ahmad 
Pro~ram Manager 
Office of Energy and Environment 
USAID/Islamabad 



Mr. Charles Bliss 
Division Chief 
Office of Energy and Environmect 
USAID/Islamabad 

Mr. Leigh Brilliant 
- Counselor for Narcotics Affairs 
United States Embassy 
Islamabad 

Mr. Robert Dakan 
Pakistan Desk Officer 
AIDflashington 

Mr. Peter Davis 
Chief 
Office of 2rogram 
Islamabad 

Ms. Nancy Ely 
Special Projects Officer 
Office of Program 
Islamabad 

Mr. Frank Fairchj ld 
Education Officer 
Office of Human Res.wrces and Development 
Islamabad 

Mr. James Frits 
Chief of Party 
Academy for Educational Development 
Islamabad 

Mr. Jon Gant 
Chief 
Office of Human Resources and Development 
Is lamabad 

Mrs. Heather Goldman 
Health Advisor 
Office of Health, Population and Nutrition 
Is lamabad 

Mr. Paul J. Guedet 
Deputy Director 
USAID/Islamabad 

Mr. Syed Raza Hussain 
Program Specialist 
Office of Energy and Environment 
Islamabad 



D r .  Rifaq I smai l  
Publ ic  Heal th Physician 
Off ice  o f  Heal th ,  Populat ion and N u t r i t i o n  
Is lamabad 

M r .  T. D.  Johnston 
Chief 
Of f i ce  of  Energy and Environment 
Islamabad 

M r .  Tunuir Khan 
Program S p e c i a l i s t  
Off i c e  of  Program 
Islamabad 

M r .  Yusuf Mahmood 
Program S p e c i a l i s t  
Of f i ce  o f  P r o j e c t  Development and Monitoring 
Is lamabad 

ds . Lauri e r  Mailloux 
A s s i s t a r t  P r o j e c t  Development O f f i c e r  
Off ice  of  P r o j e c t  Development and Monitoring 
Is lamabad 

Mr. Robert Mathia 
Deputy Chief 
o f f  i c e  of  P r o j e c t  Development and Monitoring 
Is lamabad 

M r .  Don Melv i l l e  
USAID Regional A f f a i r s  O f f i c e r  
Peshawar 

Dr. Paul Mulligan 
Program Economist 
Off ice of  Program 
USAID/Islamabad 

Mr. Robert Nachtrieb 
Chief 
Of f i ce  o f  P r o j e c t  Development and Monitoring 
USAID/Islamabad 

Mr. Kent Obee 
Publ ic  A f f a i r s  O f f i c e r  
USIS/Is lamabad 



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. Stephex, J. S~eilman 
Regional Legal Advisor 
Islamabad 

Mrs. Enid Splelman 
NGO Coordinator for Population 
Office of Health, Po?ulation and Nutrition 
Islamabad 

Mr. Eugene S. Staples 
USAID Mission Director 
Is lamabad 

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 
Is lamabad 

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 



C. Former USAID Mission Personnel Providing In~uts 
- 

Mr. John Blackton 
Former Chief 
Of £ice of Program 
USAID/Islamabad 

Mr. Charles Mosely 
Former Chief 
Office of Energy and Environment 
USP.ID/Is lamabad 

Mr. David Mutchler 
Former Pakistan Desk Officer 
AIDflashington 

Mr. Fred Schieck 
Former Member, 1981 AID 
Negotiating Team to Pakistan 

USAID/Is lamabad 

Mr. Jimmie Stone 
Former Deputy Director 
USAID/Islamabad 

D. Other Persons Consulted 

Dr. Mohamrnad Afzal 
Rector 
Islamic 3nivers ity 
(former Mi-dster of Education) 
Government of Pakistan 
Is lamabad 

Dr. Peter Dodd 
Director 
US Educational Foundation 
Is lamabad 

Mr. Hussain Haqqani 
Correspondent 
Far Eastern Economic Review 
Is lamabad 

Dr. S. M. Hashmi 
Dean 
Faculty of Social Sciences 
Quaid-e-Azam University 
Islamabad 



Mr. Izat Hayat 
Landlord and Industrialist 
Is lamabad 

Begum Abida Hussain 
Member, National Assembly 
Islamabad 

Dr. Naveed- i -P.ahat Jaafri 
Acting Head 
Department of Anthropology 
Quaid-e-Azam University 
Is lamabad 

Prof. Rais Ahmad Khan 
Director 
Area Study Centre for Africa 
North and South America 
Quaid-e-Azam University 
Is lamabad 


