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ACTION MEMORANDUM FOR THE MISSION DIRECTOR, USAID/PAKISTAN 

FROM: Robert Nachtrieb, Chief, I M
 

Thru: Paul Guedet, Deputy Director
 

Subject: Northwest Frontier Area Development Project (391-0485)
 
Project Authorization Amendment No. 3
 

1,- PROBLEM 

Your .approval is requested to: (i)amend the Project Authorization for
 
the Northwest Frontier Area Development Project (NWFADP) in order to
 
increase the-Life of Project (LOP) funding by $1.0 million, from the
 
current $30.0 million to 431.0 million (within the increased-amount,, the
 
project has beEn modified to finance constructi ;n of infrastructure in an
 
Industrial Estate to be established by the Government of Pakistan (GOP)
 
near Gandaf village); (ii)extend the Project Assistance Completion Date
 
(PACD) from December 31, 1988 to December 31, 1990: and (iii) make the
 
necessary FAA 611(e) certification.
 

II. BACKGROUND
 

The NWADP was authorized by the Assistant Administrator, Bureau for Asia
 
on August 10, 1983 with an original LOP funding of $20 million and a PACD
 
of December 31, 1988. The project was designed to -2Nange the
 
Gadoon-Amazai area economy from one based primarily on poppy cultivation
 
to a diversified agricultural and ncn-agricultural system withstrong
 
ties to the national economy which would facilitate and complement the
 
Cooperating Country's enforcement effort with respect to poppy
 
cultivation and narc6tics production. The Project Authorization was
 
amended on July 5, 1984 to: (i)add 10 million to fund additive
 
activities in coordination with ocher donors; (ii)expand geographic
 
coverage of the NWFADP to include other poppy growing areas in the
 
Northwest Frontier Province (NWFP). and (iii) change the title of the
 
project to NWFADP.
 

The project has three major components: (a)agricultural development
 
consisting of programs of on-iarm trials and demonstrations, distribution
 
of improved planting material, extension information, watershed
 
management, marketing assistance, and small irrigation schemes to promote

increased production of existing non-poppy crops, new cash crops,
 
improved livestock, and productive trees; (b) infrastructure construction
 
consisting of primarily roads and power, small scale construction
 
activities identified by local Union Councils and now the financing of
 
the Industrial Estate infrastructure shown in this amendment; and, (c)
 
off-farm employment which focuses on improving the marketable skills of
 
area residents through participation in project activities and vocational
 
training and the support of basic education. MISSION AUTHORIZATIO0.
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The GDP has utilized the project to ease the negative economic effects of 
poppy ban enforcement on the people living in the project area and to 
counteract political opposition to enforcement of the poppy ban.
 
However, the 1985/86 poppy eradication campaign in the project area
 
resulted in several deaths and severely strained people/government

relations. During a summer 1986 visit to the U.S., Prime Minister Junejo
 
discussed this problem in Washington and obtained AID agreement in 
principle uo provide an additional $1.0 million to the NWFADP to support
 
increased efforts to create employment opportunities in the project
 
aree. It was originally envisioned that a cottage industry initiative
 
would be undertaken. After some discussion, the Government proposed

construction of an Industrial Estate instead and requested the U.S. to
 
fund the costs associated with that Estate's infrastructure. The Estate
 
was part of a package of incentives widely publicized to encourage people
 
in the project area not to grow poppies during the 1986/1987 poppy
 
growing season. The enforcement effort during that growing season was a
 
success. 
 People have been led to and now expect the Industrial Estate to
 
be constructed this year. It is essential that the GOP meet its promise
 
and similarly important for the U.S. to provide the funding as-agreed to
 
in principle. Without it the Government cannot meet its commitment to
 
the people of the area. In addition, some politicians would view AID
 
inaction as a withdrawal of support for the poppy ban and may lessen
 
their motivation for enforcing the ban.
 

The Government has completed the plans and specifications for
 
construction of the Estate's infrastructure. The Mission's Office of
 
Engineering has reviewed the plans and specifications and finds them to
 
be-generally acceptable subject to some minor modifications. Phase I of
 
the Estate has already been approved by the Government of the Northwest 
Frontier with a total cos f T1.6 million including cost of land and
 
recurrent costs. USAID will fund only the cost of infrastructure
 
construction equal to approximately $1.0 million.
 

III. Description of Project Amendment
 

The proposed amendment provides for an increase in LOP funding from $30.0 
million to 431.0 million. The additional $1.0 million is needed to
 
finance the construction of physical infrastructure such as roads,
 
administrative buildings, and water distribution system for the 
Industrial Estate. The Estate will be located near the village of Gandaf 
in the project area. 

The proposed project auchocization amendment attached to this action 
memorandum as Tab C does not change the project purpose or goal nor 
modify project intent. The Industrial Estate is an activity that fits 
under the infrastructure construction and off-farm employment components
 
of the project. This action memorandum together with its attachments
 
(Tabs D to I) serve as the Project Paper amendment. An Implementation 
Plan for the amendment and a discussion of the administrative capacity of 
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the Sarhad Development Authority (SDA), the implementing -agency is
 
provided in Tab H. The Project Paper face sheet amendment and Section
 
6111e) mission Director Certification are included in Tabs F and G. For
 
capital assistance projects such as construction which exceed $1.0
 
million, Section 611(e) requires that the Mission Director certify the 
host country's capability to effectively maintain and utilize the project. 

A PACD extension of two years (to December 31, 1990) is required and is a 
part of the Project Agreement amendment. As documented in the Mission
 
files, delays in project implementation have occurred due to enforcement
 
and administrative reasons. The extension will permit the orderly
 
implementation of on-going project activities as well as construction of
 
the Industrial Estate. It will also permit_continuation of critical 
project activities while a design team is organized and fielded to 
complete the development of a planned major amendment to the Projict 
Paper.- The Mission Director is authorized to extend the PACD by up to 
two years as long as the total LOP does not exceed ten years. No PACD 
extensions have been approved under the project to date. 

IV. FAA 611(a) Determination 

Section 611(a) requires that prior to obligations in excess of 
45oorOO0.00, involving construction, sufficient engineering, financial or 
other plans necessary to carry out the activity be completed and that a 

reasonably firm estimate of the cost to the U.S. be established. The" 
Office of Engineering has reviewed the plans and specifications submitted 
by the SDA for construction of the infrastructure and accepted them with 
minor qualifications. -The Chief of the Office of Engineering has signed 
a 611(a) Determination which is ihcluded as an attachment in Tab H.
 

V. Environmental Assessment 

It was agreed with the Asia Bureau's Environmental Officer that-the
 

Environmental Assessment for the Industrial Estate would be conducted in
 
two phases. Phase I is an assessment of the infrastructure construction
 
component of the Estate's development. This assessment has been approved
 
by AID/W per State 258833 (Tab I) and Islamabad 19407 (Tab J). 

Phase II will assess the industrial units proposed for inclusion in the 
Estate. It i3 recommended that no allotment be finalized until this 
assessment is conpleted and specific recommendations if any are included 
in the design for each unit.
 

VI. Recommendation
 

- That you authorize an increase in the life of project funding of 

$1.0 million by signing: (a) the PP facesheet amendment (Tab )b (b) the 
Section 611(E) Certification (Tab G); and (c) the Project Authorization 

http:45oorOO0.00
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amendment (Tab C). Per State 203108 dated July.11, 1987 (Tab D) an
 
ad-hoc delegation of authority has been granted to you by the AID
 
-Asslstant Administrator for Asia and the Near East Bureau for the purpose
 
of authorizing the additional funds.
 

-" Approved - Disapproved 2/_ 

- Eugene S. Staples

Mission Director
 

Date
 

Attachments
 

Tab A - Original Authorization dated October 10, 1983 
Tab B - First Amendment to the Authorization dated July 5, 1984 
Tab C - Proposed Authorization Amendment for signature 
Tab D - Cables traffic pertaining to AID/W approval to amend the 
(1-4) Project 
Tab E - Implementation Plan & Administrative Capability of SDA 
Tab F - Project Data Sheet 
Tab G - 611(e) Certification 
Tab H - 611(a) Certification with covering memorandum 
Tab I - AID/W approval of Draft Environmental Assessment 
Tab J - Islamabad 19407 

Clearance 
PRO - PDavis: (Draft) 
ENG - GGeorge: (Dr 
RLA - SSpielman:. 'LL 
PH - DPratt: 4t
 

RAO/P - DMelville: 0ratt)
 
ESE - JMorgan:_
 

Drafted: PDM: RMath ia: 1ahrmo :sp: aq:9/22/87 
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TAI A
 

PROJECT AUTHORIZATION
 

PAKISTAN 
 Gadoon*- Amazai Area 
Development -
Project No. 391-0485 

1. Pursuant to Section 531 of the Foreign Assistance Act of 1961,-as amended, I hereby authorize the Gadoon - Amazai Area Development Project for the Islamic
ing Country") 

Republic of Pakistan (the wCooperatinvolving planned obligations of not to exceedU.S. dollars Twenty Million ($20,000,000)- in grant funds overa four (4) year period from the date of authorization, subjecttO the availability of funds in accordance with the A.I.D.OYB/allotment process, to help in financing foreign exchange
and local currency costs for the Project.
 

2. The Project is designed to change the Gadoon - Amazaiarea economy from one based primarily on poppy cultivation to
a diversified agricultural and non-agricultural system with
strong ties to the national economy, which will facilitate and
complement the Cooperating Country's enforcement effort with
respect to poppy cultivation and narcotics production. 
Under
the Flederal auspices of the Pakistan Narcotics Control Board,
the Government of the Northwest Frontier Province (Governmentof NWFP), through its Planning and Development Department, will
implement this Project which will proceed in two interrelated
phases. 
During the first phase," immediate benefits will be
provided to the area inhabitants in the form of improved transport and other infrastructure (suc l AS power), seed andfertilizer, and specific small sca,.
%°riority development
activities identified by the local councils of the area.1Phase II will involve the imple-entption of development
activities by local councils and provincial line departments
in three major areast (a)agricultural development, consisting
*of a program of on-farm trials and'demonstrations, distribution
of improved planting material, extension information, watershedmanagement, marketing assistance, and small irrigation schemesto pjr6ote idcreased production of existing non-poppy crops,
new cash crop., improved livestock, and productive trees; 
-
(b)..infrastructure constructionj conkisting of primarily roads
and powerl and, (c). off-farm employment which will focus on.improving the marketable skills of area residents through "participation in project activities and "c.tional training
and the support of basic education.
 



3. The Project Agreement(s) which may be negotiated and 
exequtE the okficqr (s) to whom. such authority is dea*ed,.

ith LI.D regulations and Delegations of
Authority shall-be subject to the following essential te'rms ' 
and covenants and major conditions, together with such other
 
ter s. and conditions as A.I.D. may deem appropriate. 

Si.. sOuc ,67..and Origin of Goods and Services " 

,^ods andseivces by A.I.D. under this",
P'Z , ha AhIi. 9 ,sourcd origin in the Cooperating
 
A. .- financed 

~~ d, e celt As A.I.D. m~ other 
wiSe kiJe Wnd. g Ocean . AID.t . _ _wr1 _g q.,..... hipping finan edb 

. .'c. sIah11, except as A.r.Do may otherwise agre.,.
in wirlting, financed only on flag vessels of the tnfte.i
Statea an the Cooperating Country. 

•-. i tions Precedent' - Initial Disbursement* _ xpt a "" . 
-Mcept at A.I.D. may oth.erwise agree in writing, prior

to ant, disbursement under this Project or to the issuance by
A.,.%.'p o umentatiop 'pursuant to which such'disbursement" 
.wiltb~q~m4e 'the" Cooperating Countx.. shall furnish or cause 
to nay%.fuzz she_ tS...A. .6,, in form and substance satis
factory 't9*the United States', withiA4 sixty (60) days after 
the signing of the Project Agreement, documentation confirm
ing an agreement in writing with the United States as to the
actions to be taken by the Government of the NWFP in the 
project area to enforce the Cooperating Country's ban on
opium poppy cultivation and the processing and distribution 
of opium poppy, heroin, and/or illicit morphine base 
substances. 

c. Conditions Precedent to Disbursement for Activities
 
to be Implementbj Provincial Line Departments 

Except as the parties may otherwise agree in writing,
prior to the disbursement under this Project for activities 
to be implemented by provincial line departments other than 
for those activities to be implemented in accordance with
the fixed amount reimbursement (FAR) system or variant thereof,
or to the issuance by A.I.D. of documentation pursuant to 
which such disbursement will be made, the Cooperating Country

will provide to A.I.D., in form and substance satisfactory 
to A.I.D.t
 



-3

i. documentation confirming that it has established, 
or.has caused to be-established, a Project Coordination Unit 
within the Government of the NWFP for the purpose of over
seeing project implementation; and, 

Lie documentation confirming that it has appointed, 
or has caused to be appointed, a Project Director for the 
Coordination Unit, together with the name of said person and 
his specimen signature. 

d. Sec±3l Condition - Control of Poppy Related Activities 

- As a condition precedent to initial disbursement, the 
parties will have reached agreement in writing as to actions 
to be- taken by the Government of the NWFP to enforce the 
Cooper-ating Country's ban on opium poppy cultivation and the 
processing and distribution of opium poppy, heroin, and/or
illicit morphine-based substances. 

The Cooperating Country agrees to carry out, or cause to be 
carried out, said agreement, as it may be from time to time 
amended by the parties, in a prompt and effective manner. If, 
at any time prior to the Project Assistance Completion Date 
(PACD) for this Project, as it may be from time to time 
amended, the United States should determine, in its discretion, 
that the Cooperating Country or the Government of the NWFP, 
as -the case, may be, has not substantially complied with said 
agreement or has failed to act in good faith in its efforts
 
to fulfill the terms of said agreement, A.I.D. reserves tho
 
right tot
 

i. suspend all further assistance under the Project
 
or such part thereof as A.I.D. -ay'deem appropriatel and/or,
 

Lie terminate all fyrther assistance under this Proj at
 
as provided for in the Project Grant Standard Provisions Annex
 
(Annex 2).
 

i. Waivers,
 

I hereby:
 

a. approve a 'waiver from A.I.D. Geographic Code 000
 
(U.S. only) to A.I.D. Geographic Code 935 (Special Free World)

for the procurement of three rt.3ht-hand drive, diesel station 
wagons, 14 right-hand drive, i:v.j1, double-cab pick-up trucks, 
and 12 125-cc trailbikes, and .et,tad spare pArts, for this 
Projecty 

b. find that special circtustances exist to waive,
 
and do hereby waive the requirements of Section 636 (i) of
 
the Act; and
 



- -. ' c-Cartief that. exclusion of procurement from Free-. 
Worl4 coUntriei other than the'Cooperating Country and countries 

-included in Georaphic Codi 941 would seriously impede attain
ment of U.S. foreign policy objectives and the objectives of
 
the. foreign assistance program.
 

4 4 

- 'Oignature
" ___harleisV. Greenle / I. ,"" : "__. 

-_ 

Asusistant Admini strator
 
- ... .- Bureau for Asia
 

-- * •Date 

Initial .Clearances:' .. Date 

Herbert-B. iMori, GC/Asaiii 
G.R. Van Raalte, Asia/PD _ Z
 
Larry Smucker, Asia/DP_____ Z_
 
Fred C. Fischer, Aia/Psia __S
 
Clyde D. Taylor, State/INM 14
 

GC/Asia: HAO$i.:hp:8/5/83
 



TAB, B 
Hum* of Projact; Cudoon-A~aZa4 A"

UIvuou tug(hliruatur kLOuuW1 an 
Northwest Fron~ctur Area Developmnt) 
Number of frojct; 3M1-0485 

Pakistan
 

1. 	Pursuant to Section 531 of the Foreign Assistance Act of 19U$ s 
aended.- the Cudoon-Auzal Area Devalopuent Project for Pakietam was
 
authorized ou August 10, 1903. That Project Authaorization is heteby
 
amended by the addition of the followingi
 

(A) I hereby authorize additional planned obligations not to exceed 
U.S. dollars 10 million in grant funds over a five year period
from the date of odJginal aurhorIzatlon of thi Project. 
subject Lo the availability of funds In accordance with the 
A.I.D. OYB/allotmant process, to asailt in financing forelgn
 
exchange costs and local currency costs for this Project. The
 
total -planned obligations for this Project ahall not exceed
 
U.S. dollars 30 million in grant funds.
 

(B) The U.S. dollars 10 million In grant funds provided by Chis
 
-Amendment may be utilized for all purpoaes set forth in the
 
original Project Authorization and, In addition- may be 
utilized In other areas of the NWFP, including but not Umited 
to the areas of Dir, Chitral, Nanathra Tribal Area, Bajaur and 
Kohmand. to change the ecoaiowleu of duid orea from ecosamiae 
baaid pciiurtly oi poppy culivation to divermified 
agrIculctiral and rnon-agricultutral uyatemns with strong rice to 
rhe rnational economy', which Ohirsnu wJll fucilltate and 
COLUI)AMl~iIC Elhi CoOPers VLLLS Coutry 'a eufuccmei&tt fort with 
respect to poppy cultivitlon and narcorica producilon ia thcee 
areas. Implementation way include, uuong other things, 
undeCtakin8d aimilar to thoue originally ,uchorized for this 
Project, collaborative funding agreeweuts'with international 
donor 4eucleu, (e.g. UNFOAC) and/or grdats dnd/or eub-grants 
to International donor agencies (e.g. UNPDSAC). 

(C) 	 The Project shall hereafter be known as :lorthwest Frontier Area 
Development Project. 

2. All other terms and conditions, and waivers provided for in the 
original Project Authorization shall, as relevant, be applicable to 
this Project Authorization Amendment. 

9Ir.nor M. Lion 
Mission Directoc
 
USA [D/Pa i Satan 

D~t IL'Y~____ 



TAB C
 

PROJEtT AdTHORIZATION AMENDMENT 

Nam, of Project- : North West Frontier Area Development
 

Number of Project: 391-0485 

1. Pursuant to section 531 of the Foreign Assistance Act of 1961, as 

amended, the North West Frontier Area Development Project for Pakistan 
was authorized on August 10, 1983 with grant funding of twenty million 
United States dollars (420 F000,000. This Authorization was amended on 
July 5, 1984 by adding US 410 million in grant funds and authorizing 
activities under collaborative funding agreements with international 
donor agencies such as UNFDAC in other areas of NWFP where the economies 
are based on opium poppy cultivation. The name of the project was also 
changed from Gadocn Area Development Project to NWF Area Development 

-Project. 	 The Project Authorization is hereby further amended by addition 
of the following: 

A. I hereby _"horize additional planned obligations not to exceed 
dollars one million over a five year period from the date of original
 
authorization of this project, subject to the availability of funds in 
accordance with the A.I.D. OYB allotment process-to assist in financing

foreign exchange costs and local currency costs for this project. The
 
total planned obligatio,.s for this project shall not exceed U.S. dollars
 
31 million in grant funds.
 

B. -Ifurther authorize extension of the Project Assistance
 
Completion Date (PACD) 5y two years to December 31, 1990.
 

2. All other terms and conditions, and waivers provided for in the
 
original Project Authori7.ition shall be-applicable, as relevant, to this
 
Project Authorization Amendment.
 

Eugene S. Staples
 
Mission Director
 
USAID/Pak istan
 

Date
 

Drafted:RL: an
 

1800p/0117/
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TAB D (1)

ACTION AIp-I AMD DCM iCON AREP 


TZCZCIL0463 TOR: 61:18-2-JUL-B? CN: 0924
00 RUEHIL --- CHNG: AID 
DR RUEC #3108 1821538 

ZN2 UUUUU ZZH - DIST: AID "
 
0 11538Z JUL 87 ADD: 14
 

I" SECSTATE __w_______
 
TOT AMEMIASSTISLA AADIHMEDIAT 93'- - ' AlA w" OFIE 

UNCLAS STATE 283168 " 

OKA - I -- M AC 

1.0. 12356: N/A - -, ;_-
TAGS: 

SUBJECTs NWFP ARIA DEVELOPMENT PROJECT AMEIDMENT - " 
(391-0485) -

--

- ,i 

RN?: A) ISLAMABAD 13378; 1) STATE 182056; - _50 
C) ISLAMABAD 16496 . - a 

1i APPRECIATE-MISSION EFFORTS TO CLARIT- WITE GOP -
OFFICIALS TEAT- EMPLOYINT o LOCAL PZOPLZ IS A MAJOR 'e 
OBJECTIVE 0 THE ACTIVITY. IT IS APPARENT FROM THE LIST It 
OF FIRMS THAT THE PARK WILL HAVE MORE OF AN IMPACT ON 
LOCAL EMPLOYMENT THAN WE BAD EXPECTED. IT IS STILL OUR
 
JUDGEMENT THAT THE INCENTIVES PACKAGE CLEARLY ENCOURAGES
 
USE OF CAPITAL-AND ENERGY RATHER THAN LABOR. AN TIO
 

MORE NEUTRAL OR EVEN BIASED Due3 Q'..dINCENTIVES PACKAGE TEAT WAS 
TOWARDS LABOR WOULD OBVIOUSLY HAVE A STRONGER EFFECT-ON ACtIon IVAI
 

LOCAL EMPLOYMENT. ALSO, TE INCENTIVES SHOULD BE PHAS-ED o-.... ..........
 
OUT INCREMENTALLY OVER THEIR TERM TO ENABLE INDUSTRI.S Te. .
 
TO BECOME SELF-SUSTAINING AND TO REDUCE THE RISK OF I,,tia ........
 
VAL&AVAYS AT THE END OF THE SUBSIDY PERIOD. THE
 
GOP/GONWFP MIGHT BE MORE AMENABLE TO THIS LINE OF
 
THINKING BEFORE PUBLIC RELEASE OF THE SUBSIDY DETAILS OF
 
FUTURE PHASES OF THIS INDUSTRIAL ESTATE DEVELOPMENT. WE
 
WOULD ENCOURAGE MISSION TO ENGAGE A PROPRIATE 
 7i 
OFFICIALS IN A CONTINUING DIALOGUE ON THESE ISSUES. 

2. WHILE THE CURRENT APPROACH CLEARLY IS SUB-OPTIMAL IN
 
TERMS OF LOCAL EMPLOYMENT, THE POTENTIAL EFFECTS ON
 
LOCAL EMPLOYMENT APPEAR TO BE SIGNIFICANT ENOUGH TO
 
WARRANT OUR SUPPORT. ACCORDINGLYToWANE R~RRY

DELEGATES TO THE MISSION DIRECTOR AUTHORITY TO AMEND
 
PROJECT TBORIZATION INCREASING LIFE OF PROJECT AMnIN
 
Br DOLS ANN MIL AN. ON A ADY HAS AUTHORITY TO
 
EXTEND PACD BY TWO YEARS, AS INDItD Iii c. 4 
3. CONGRESSIONAL NOTIFICATION WILL BE PREPARED. REC 
4. MISSION IS REMINDED THAT NECESSARY PRELIMINARY JUL 2 IM
 
FEASIBILITY PLAND ANALYSIS TO MEET Tr - -

REQUIR]E4ENTS 07 FAA SECTION 611 A AND a-RM' , LUNT 

P IOR TO OBLIGATION OF FUNDS. * UULTZ 
BT
 

http:263168QiIIL.FL


*S *~ h -TAB D(2 

~' ~ .~DI* - ",.''"UNCLASS IFIED - ISLAMA T'%. I33?S/ ,1. 

VZCZCIL -OoRItEHC-RUEHpw - -- fIOALNLI 
'Z3 AUEHIL #3378/01 3 **_
ZNR'UUUUU ZZR CLASS: .N, SI'EDz 
0 221005Z JN 8? CLRGE: AID 618? "
 
FM.AMEMBASST ISLAMABAD APPRV: AMB(A): CCRT 
TO RUEHC/ SECSTATE WASHDC IMMEDIATE 

--

3-893 DRTD: pM SS-,CAN/T., ,, 
INFO RUEHPW / AMCONSUL PESAWAR 9645 MNI:SP 

BT -
UNCTAS SECTION101-OF 03 ISLAMABAD 133?- CLEAF: 1. PDM 2. RAO/P .
 

-~ RO
 
-'c DISTR: AID-AMB DCM
 

AIDAC Elf~ON~A
 

FOR AN/PD, PAT MATHESON • VF.SA"-4 
--- -- ,ACTIO '/ N ",9-0- 12356: N/A Ot CINIij6Ip" m
SUBJECT:- NWFP - AD? AMENDMENT 

REFERENCE: --A. ISLAMABAD 10496 
 B. STATE 18205& -

BEGN-SUMMARY: 
 THIS IS A JOINT AID AND STATE 
 P£im. 

, ._ .
-CABLE*AND RESPONDS TO CONCERNS RAISED REFTEL. 
ALTHOUGH THENWFP AREA-DEVELOPMENT PROJECT WAS -,- --
CONCEIVED AS AND REMAINS PRIMARILY AN AREA .. m.EFFORT
DEVELPMEN 


DEVELOPMENT EFFORT TO SUPPORT POPPY 9LIMINATION, THE = ,

MISS-ION SHARES TEE ANPAC CONCERN TEAT TH 
AMENDATORI -ACTIVITY HAVE MAXIMUM EFFECTIVE LINKAGES TO -. )EMPLOYMENT O1 AREA RESIDENTS.-_TEE ACTIVITY I,S VTEWFD
 
33T BOTH AID AND GOP AS AN IMPORTANT NEW INITIATIVE I',
FURTHER REDUCING DEPENDENCE ON INCOME FROM POPPY

CULTIVATION. MISSIO,4 IS PLEASED TEAT AlD/w IS

QT]..PREPARED TO CONSIDER ASTRUCTURE WHICH
MAXIMIZES THE LIKELIHOOD OT SIGNIFICANT JLOCAL
 
EIMPLOYMENT UNQTE TO QT3 JUSTIFY PROCEEDING WITR THE
 
ACTIVITY DESPITE (OTHER) ISSUES UNQTE. 
 MISSION FAS
MET OVER LAST FEW DAYS WI'TH "SENIOR GOVEPNMENT " )
OFFICIALS AND OBTAINED IMPORTANT ASSURANCES THAT
 
TMPISOYNDMT OF LOCAL PEOPLE WILL BE MAXIMIZED UNDER

THIS AMENDMENT. END SUMMAPY.
 

2. THE NWFP AREA DEVELOPMENT PROJECT HAS ALWATS FEEN
 
RECOGNIZED AS A COMPLEMENT TO ENFORCEMENT INITI.TIVES
 
BI THE GOP. TAE GOP ENFORCEMENT EFFORT HAS ITS O'WN
 
FOLITICAL DYNAMICS WHICH, IN THE PAST, HAVi, SHA&EN
 
THE FOUNDATIONS OF BOTH TEE CENTRAL AND PROVINCIAL
 
GOVERNMENTS. NWFP AREA DEVELOPMENT PROJECT
 
ACTIVITIES SKOULD BE UNDERSTOOD AS BOTH DEVELOPMTNTAL-

AND POLITICALLY SUPPORTIVE OF GOP ENFORCEMENT 
ACTIONS. TEE PROJECT RATIONALE HAS ALWAYS FOCUSED ON 
.THI NEED FOR HIGK VISIBILITY DEVELOPMENT BENEFITS TO 
BUFFER-t THE REACTIO14 TO ENFORCEMENT., 
3-' THWCREATION!0rAN INDUSTRIAL ESTAT 
IN TEE

lGADON ARll IAS;I BEEN' RECOGNIZI. AT ALL.TLEVELS OF

I NINN AS w IRS AND
 

)n N 101M O 
to ~ '11 i. iH N*o 



UNCLASSIFIED 
 ISLAMABAD 013379/01
 

THE GADOON PROJECT AREA. THE FACT THAT LIBERAL
 
INCENTIVES ARE BEING OFFERED IS A RESPONSE TO TEAT
 

- IMPERATIVE. THERE IS, WE NOTE, A RECORD OF 
SUCCESSFUL INDUSTRIAL ESTATES IN SOME PARTS OF 
PAKISTAN, AND LOOKING FURTHER AFIELD THE HUGELY 
SUCCESSFUL-EXAMPLE OF THE JURONG ESTATE IN 
SINGAPORE. THE QTE PRIVATE SECTOR UNQTE THRUST OF 
THIS ACTIVITY SHOULD NOT OBSCURE THE FACT, THOUGH, 
THAT THE ESTATE IS PRIMARILf A VEHICLE TO '4CEIEVE 
HIGHER EMPLOYMENT FOR AREA RESIDENTS, NOT TO SUPPORT
 
A PRIVATE SECTOR INITIATIVE PER SE. MISSION CONCURS 
WITH*AID/WASHINGTON ASSESSMENT THAT JUSTIFICATION FOR
 
THIS PROJECT AMENDMENT CAN BE MADE ON BASIS OF
 
EFFECTIVE LIN&AGES TO EMPLOYMENT OF LOCAL PEOPLE
 
ALONE.
 

4. IN.RESPONSE TO REFTEL, MISSION PERSONNEL HAVE
 
BEEN CONDUCTING INTENSIVE DISCUSSIONS WITH SENIOR
 
GOVERNMENT OFFICIALS. THERE IS A UNANIMITY OF
 
OPINION THAT THE SELECTION AfND IMPLEMENTATION 0F TFE
 
GADOON AMAZAI INDUSTRIAL ESTATE WILL PROVIDE FOR
 
_MAXIMUM OPPORTUNITIES FOR EMPLOYMENT OF LOCAL
 
-RESIDENTS. AS BUT ONE CONFIRMATION OF THIS 
COMMITMENT, SAREAD DEVELOPMENT AUTHORITY (AGENCY

RESPONSIBLE FOR DEVELOING THE PROPOSED INDUSTRIAL
 
ESTATE) PROVIDED THE FOLLOWING LETTER TO THE 
SECRETARY, PLANNING AND DEVELOPMENT, GONWFP: -QTE 16
 
JUNE, 1987. TO THE SECRETARY, TO THE GOVERNMENT OF
 
NWFP, PLANNING AND DEVELOPMENT DEPARTMENT, PESHEAWA?.
 
SUBJECT: EMPLOYMENT OF UN-SKILLED LABOUR IN TEE
 
INDUSTRIES TO BE SET UP AT INDUSTRIAL ESTATE'
 
GADOON-AMAZAI. REFERENCE YOUR TELEPHONIC COVERSATIO!
 
OF TODAY, 16TH JUNE, 1987, REGARDING THE DEVELOPM.NT
 
OF-INDUSTRIAL ESTATE GADOON-AMAZAI. THE ESTATE IS
 
BEING SET UP FOR CREATING GAINFUL EMPLOJMENT
 
OPPORTUNITIES FOR THE PEOPLE OF THE AREA SO AS TO 
DIVERT THEM FROM CULTIVATION OF POPPY. 

IN ORDER TO CREATE MAXIMUM EMPLOYMENT FOR THE LOCAL
 
POPULATION THE SDA IS WORKING OUT DRAFT RULES
 
REGULATIONS, FOR ENSURIN%3 THAT THE INDUSTRIALISTS
 
WILL HIRE A CERTAIN PERCFETAGE OF LABOUR FROM THE
 
LOCAL AREA
 
BT" 
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REIERENCE: A. ISLAMABAD 10496 B. STATE 182056 

1. 	BEGIN SUMMARY:- THIS IS A.JOIN-T AID AND STATE 

PLANS AREKALSO UNDER CONSIDERATION TO CREATE TRAINING,
 
OPPORTUNITIES FOR THE LOCAL POPULATION SO THAT
 
SEMI-SKILLED AND SKILLED LABOUR COULD BE MADE
 

-AVAILABLE, FROM WITHIN THE AREA, TO FEED THE
 
INDUSTRIAL UNITS WHICH WILL'COME UP IN-THE ESTATE, IN
 

J- DUE COURSE OF TIME.-


THE 	ABOVE POINTS HAVE BEEN DISCUSSED VtITH THOSE
 
PLANNING TO SET UP INDUSTRIAL UNITS INJ THE AREA AND
 
THAT THET ARE WILLING TO ACCEPT THESE CONDITIONS AND
 
COOPERATE WITH THE SDA FOR GIVING MAXIMUM-EMPLOYMENT
 
TO THE LOCAL POPULATIONOF THE AREA. T.EY ALSO FEEL
 

MHAT ITWILL BE ECONOMICAL-FOR THEM TO HIRE LOCAL
 
LfOUR VIZ-A-VIZ GETTING LABOUR FROM OUTSIDE. SIGNED
 
FAYYAZ-UR-REHMAN DIRECTOR, PLANNING AND
 
IMPLEMENTATION.- UNQTE. 

5. THE GOP/GONWFP INCENTIVE PACKAGE F-AS BEEN AGAIN
 
REVIEWED. WHAT IS MORE IMPORTAN4T, WE HATE NOW HAD AN
 
OPPORTUNITY TO REVIEW THE TYPES OF INrUSTRIAL

) 	 ACTIVITIES WHICH ARE BEING PROPOSED IN-RESPONSE TO
 
THIS. INCENTIVE PACKAGE. THIS LIST RANGES FROM L&BOR
 
INTENSIVE TO CAPITAL INTENSIVE INDUSTRIES- THE
) 	 FOLLOWING ARE EXAMPLES OF LABOR INTENSIVE INDUSTRIES 
WHICH WOULD BE ABLE TO DRAW FROM THE LABOR POOL OF
 
TEE PROJECT AREA. TO THE EXTENT THAT TRAINING IS
 
PROVIDED AS SUGGESTED IN THE QUOTED LETTER, THE LIST
 
EXPANDS.
 

I. TAILORING OF GARMENTS 6S.K. TRADERS, PESEAWAR)
II. 	 .-FLUSH DOORS (FURNITURiE-UNITED BUILDERS. PESHAWAR) 
III. SMALL TEXTILE INDUSTRI; (SHAMSUER-ANWAR, SWAT)

) 	 IV. FABRICATION OF FIRE FIGITING EQUIPMENT (PAE -. )
V.- GLOBAL CORPORATION, iARACHI)
T. DAIRT'COMPLEX (OMER AKRAM, PVSHA'WAR)
VI. HOUSE HOLD APPLIANCES (NATIONAL APPLIANCES, 
- PESEAWAR)
VII. MAIZE PRODUCTS (NOOR ,1OHAMMAD, PESHA'WAR)
VIII. WOOD PROCESSING (MUNAWAR INDUSTRIES, PESHAWAR)
IX. FRUIT PROCESSING (MOHAMMAD YOUSAF, CHARSADDA)
I. WOOD'JOINERIES (MOHAMMAD IDREES, TOPI, MARDAN)
II.. 	, CARPETS (MOHAMMXD NAEEM, SWABI, MARDAN)
III. TEXTILES (HAjI MOEAMMAD YAQOOB, MARDAN)
XIII. POULTRT.'BREEDING (HAJI HANNA, PESHAWAR)

) 	 XIV. MARBLE FACTORIES (HABIBULLAH? KEAN, MARDAN) 

...60 THELA2OR REQUIREMENTS FOR THESExt.'.. LABOR;--INTENSIVLE INDUSTRIES ARE CONSISTENT WITH THE-SKILLS' O"ARE&A.ISIDENTS WITH MINIMAL ADDITIONAL 
*TRAININ,. ,XiTiS APPARENT FROM" THIS APPLICANT- LIST"
 
S.THA ki --- U"TU3TN% 03 INCENTIVES. IS, SIMPL NOT"
 

IQR I CNTR&Rr EMPIRICAL;*EVIDENClE-
I IUCIN Ilv~-RCUKGh ~.'
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GAUOQN AMAZAL FYI: THE GOIWFP" IS ALSO OF THE FIRM 
TIEV THAT THE INCENTIVES PACKAGK STdUCTURED WITH THE 
SIGNIFICANT PLACEMENT OF TIME ANIY EFFORT BY THE PRIME 
RINISTER, CANNOT BE MODIFIED AT THIS STAGE. THE 
INCENTIVES PACKAGE HAS BEEN THE SUBJECT OF 
CONSIDERABLE-FRONT PAGE PUBLICITY ANP CHANGES WOULD 
HAVXA SERIOUS IMPACT ON GOP CREDIBILITY. A CHANGIN"G 
IN.CENTIVE PACKAGE MIGHT WELL SUGGEST THAT THE 
tNCENTIV 2 PROMISES ARE NOT AS FIRM AS THEY INDEED-ARE 
IRTINDED TO BE. END FYI. 

7. AS DEMONSTRATED BY THEX QUOTED LETTER, TE'E 
SELECTION OF INDUSTRIES SEEKS TO RECOGNIZE TEE 
NECESSARY FOCUS TO BE GIVEN TO AREA RESIDENTS. AS 
SELECTION CRITERIA FOR THE ALLOTMENT OF_ PLOTS IN THE 
I!DUSTRIAL ESTATE ARE FORMALIZED, AID AND THE 
GOTERNMENT OF PAKISTAN PROJECT DIIfECTOR -WILL CONTINUE 
Ta PRESS FOR THE INCLUSION DF LOCAL LABOR FORCE 
UTILIZATION AS A SIGNIFICANT ELEMENT OF THESE 
CRITERIA. IF POSSIBLE, ABSOLUTE NUMBERS OR 
PERCENTAGES WILL BE ESTABLISHED. 

8. 	 MISSION IS SYMPATHETIC WITH -AID/W INTEREST TH-aT 
M ALES IN THE PROJECT AREA BE GIVEN MAXIMU3M 

EMPLOYMENT OPPORTUNITIES. IT MUST BE NOTED, HOWEVER,
THAT WOMEN ARE NOT REPEAT NOT LARGELY INVOLVED IN 
BT
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7L. rGirpsmtrSUt1:"' THIS' IS' A-JOINKrAIU' AND-STATE 
'-:.p PPrPRODUCTION,; TO-A LIMITED"EXTENT WO N ARE 

' 

'" 


I" OTZiEDIN"VIEDING.' BUTr MOST' LABOR INTENS. IVE"WORK,
 
.!L]. PANTINAG:ND ANCING .. ARE! CONDUCTED" EXC.US IVEL"
 
.,.T* .'SECONDARILT;,.FEMALE: LABOR" IS.NOT''A NORM FOR
3r3 

TR. GADOONr'AMAZAr":AREA. "AS* IN' MANT'0TU7C AREAS OF 
PANISTAN.: CULTURAL. BARRIERS PROHIBITIM?:. FEMALE 

-, 

.', PARTICIPATION IN OUTSIDE THE-HOME LAB R' ARE "
 
CONSIDERABLE.., TO DESIGN FEMALE EMPLOYMENT INTO. THIS
 

-. COMPONENT- IS- DYSJUNCTIONAL'-." -,.. : - - . ..... ,. .
 

g.'' THIS"YEAR, IN STA.RK CONTRAST TO 1986, THE GOP 
. SUCCEEDED .INERADICATING APPROXIMATELY-85 PER CENT OF 

) " THE POPPtCROP•IN THE GADOON AREA' IT IS VITAL TO 
-MAINTAIN.THIS MOMENTUM, AND T0 ENSURE TEAT LOCAL-
FARMERS:'DO NOT RETURN TO'POPPY CULTIVATION. THE - _ 
P!OPOSED- INDUSTRIAL' ESTATE ISF AW IMPORTANT--COMPONENT 
*..TqASSIST.THEGOP IN-THIS ENDEAVOR. 

.""MISSION BELIEVES IT HAS DONE ALL THAT IS 
POSSIBLErAT THIS'TIME TO HIGHTEN VISIBILITI AND 
MAXIMIZE COMMITMENT ON TEE EMPLOYMENT*ISSUi R.kISED IN 

) 	 REFTEL.. MISSION IS CONFIDENT THAT THE AID/V CONCERNS 
WILL"BE FULLT ADDRESSED AS THIS PROJECT PROGRESSES 
AND'REQUEST"YOUR IMMEDIATE CONCURRENCE TO THIS 
.PROJECT'AMENDMENT.
 

DRAFT''LANGUAGE FOR A CN IS PRESENTED BELOW.. (FOR
) D.TAI S: SEX REFTEL A.). 

1-)' TOINCREAS]E TEl' LIFE OX'PROjECT"FUNDING FOR THE 
NORTWEST FRONTIER' AR.k DEVELOPMENT PROJECT FROK DOLS 
3 DOLS'. 31 MILLIO;- AND'(2) TO EXTEND THE3,MILLrtONrT 


PACD4.FROMDE.EMBER 30, 1988"TO DECEMBER Z1,.1990.
 
). •DELEGATIOWMO AUTHORIT' TO' APPROVE-PROJECT 

. AUTHORIZATION 'AMENDME.TS' HAS BEEN'PROV IDED"TO THE.
 
KISS IONR.DIRECTOR 3 DELEGATION O' AUTEORITT NO. 652
 
DATED.- OCTOBEM. 10,. 1986. THERE IS'. NO' CHANGE If,
 
"ROJECTVPURPOSL..
 

.{2) ADVICE-OT PROGRAM CHANGE.:
 

COUN TRY:' 	 PAXLIS TAN.:. 
.) -" 


PROJECT!TITLE:. NORTHWEST FRONTIER' AREA'
 
DEVELOPKEN" PROJECT:
 

- 1P.RO3EC']tN4. . .: .:. ;.•3 .. 9 ',"~ : . . ,' 

)"' 7APPROPRtATION-.:.87:.	 ' ' .NZ~~r- '.., 

CATEGORY , '-	 -)I 9",99/:,ISt I )• 

- OBI GA..ION. 0 LS 	 .,. 

ITa*A1 

.
 

'....
 

, 
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SUBJECT PROJECT DURING. FY 1?87. 

4. TFE ',RRATIIE OF TEE PREVIOUS C,-NcPESSIONAL 
KOTIFICATION REMAINS UNC9AN,ED. TIE INCPEASED 
FUNDING WILL B.E UTILIZED TO CONTPIEUTT. TO GOP FFFOPTS 
TO FSTABLISH AN INDESTRIAL "STAT I-N 'rTZ.GDOON ARIA 
SO AS TO PROVIDE EMPLOY'NT OPPORTUNITI;S To ARLA " 
RESIDENTS. THIS ESTATE WILL COST DOLS l.E5 MILLION 
IN PHASE 1. USAID ?UNUS WILL eINANCF INFPASTPUCTURE 
CGSTS OF TFE ESTATE. RAFEEL 

3T
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-1. ON JUNE 8 ANPAC REVIEWED Ezl TEL REQUEST10 AD HOC
" DELUGATION-O-AUTHORITY TO APPROVE DOLS i MILLIOff


PROJECT AUTHORIZATION -AMENIMENT TO FOND INFRASTRUCTURE
 
FOR AN INDUSTRIAL ESTATE IN THE GANDAF AREA.- WE .r.:. 
 .UNDERST.ND THE POLITICAL-IMPERATIVE TO SHOW SUPPORT FOR u,'"I' : '
 GOP'S DEVELOPMENT EFFORTS IN THE POPPY GROWING AREAS, '.--- .---
AND WOULD LIKE TO SUPPORT AN EFFORT WHIC WOULD - :

STIMULATE EIMPLOTMENT-OP LOCAL PEOPLI. CONSENSUS WAS, -.
-
HOWEVER,. THAT THE PROPOSED APPROACH TO INCNTIV9S TO I :.:;

IUSI!:ESSES NOT--ONLY POSES THE SERIOUS ISSUES 
 OF ECONOMI'.
VIA ILITY RAISED IN THE REFERENCE CABLE,. BUT ALSO LACKS --- j -- "
 
THE EYIECTIVE LINIAGE TO EMPLOYMENT OF LOCAL PEOPLE

WHICH MIGHT JUSTIFY PROCEEDING WITH THE ACTIVITY DESPIT -

THESE -ISSUES* 


-

2. VE ARE AWARE THAT THE GENESIS OF THIS IDEA LAY IN -
DISCUSSIONS BETWEEN PRIME MINISTER JUNEJO AND N" 

ADIMINISTRATOR MCPHERSON-REGARDING NEED -0OR ADDITIONAL

ASSISTANCE 'O THE POPPY GROWING AREAS TO 
 FACILITATE"
ACCEPTANCE OF GOP ENFORCEMENT ACTIONS AMONG LOCAL-
LEADERS, PROVINCIAL GOVERNMENT AND LOCAL PEOPLE. OOP .. * %
AND GONWFP'S DESIRE TO DEMONSTRATE PRO(GRESS QUICKLY ' , , '
 BEFORE THE FALL GROWING SEASON IS VERY COMMENDABLE, AND , , .t. '.''
 
WE WOULD HOPE TO BE ABLE TO REACH AGREEMENT ON AN
 

-ACTIVITY WHICH AID CAN SUPPORT. WE RECOGNIZE THAT THERE,
IS. A STRONG POLITICAL IMPERATIVE TO RESPOND TO THE , C
 
ENTHUSIASTIC ACTIONS OF GOP AND GONWFP TO MAXIMIZE THE 
 -
LIKELIHOOD OF 11FECTIVE ENFORCEMENT. WE ALSO REALIZE -THE PROVINCIAL AND LOCAL LEADERSHIP APPARENTLY TdIN( THE '"'
 
PROPOSED INDUSTRIAL ESTATE IS AN APPROPRIATE AND .,
IFFECTITI DEVELOPMENT EFFORT FOR Tei AR-- & AND THEIR _' "<

4 ¢ 

PERCEPTIONS ARl IMPORTANT TO THEIR ABILITf/WILLINGNISS " . -' TO ENFORCE. .. ,, 

1/3 NJ . UNCLA3SIIIID 115ACTIO..18295861TO_1-, 
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3. iISTORT OF INDUSTRIAL ESTATES ILSEWHERI IS GENERALLY
O'lN O FAILURE, AND MISSION HAS ITSELF IDENTIFIED THE 
LIKILINOOD THAT UNECONOMIC INTIRPRISES WILL BE
 
ISTABLISHED WHICH WOULD 3E UNABLE TO -SURVIVE BEYOND THE
PERIOD OF SUBSIDIES; NEVERTHELESSeIF A CREDIBLE IMPACT

ON LOCAL EMPLOYMENT OPPORTUNITIES WERE EXPECTED FROM
 
221S PROPOSAL AN ACTIVITY RFQUIRING LONG TERM SUBSIDY

MIGHT IS JUSTIIID, GIVEN THE IMPORTANCE OF THE POPPY 
ISSUI.

4." OUR CHIEF CONCERN IS THAT THE PACKAGE OF INCENTIVES
AS CURRENTLY STRUCTURED IS HEAVILY WEIGHTED IN FAVOR OF 
CAPITAL INPUTS AND AGAINST LABOR INPUTS, AND AS SUCH

NORL! GUARANTEES THAT THE ACTUAL EMPLOYMENT GENERATED
 
AMONG TUE LOCAL POPULATION WILL BE MINIMAL EXCEPT FOR

UNSKILLED LABOR DURING THE CONSTRUCTION PHASE. AFTER
THE INITIAL CONSTRUCTION PHASE, GOP MIGHT EXPERIENCE A 
BACKLASH RESPONSE WHICH WOULD MAKE ENFORCEMENT MORE
 
PROBLEMiATIC IF LOCAL PEOPLE SEE THAT SKILLED WORKERS

IRO" OUTSIDE THE AREA ARE -THE MAJOR BENFICIARIES. 
IISSION HAS INDICATED THAT THE INCENTIVES PACKAGE IS SET
AiND THAT, GIVEN THE IMPORTANCE OF POPPY ERADICATION,
MISSION PREFERS NOT TO ENGAGE GONWFP ON ITS CONTENT. WE 
ENCOURAGE THE- MISSION TO RETHINK THIS QUESTION. IT MAY
BI POSSIBLE TO OFFER BUSINESSES A SIMILAR OR IDENTICAL 
RUPEE VALUE OF INCENTIVES AIMED DIRECTLY AT THE 
EMPLOYMENT OBJECTIVES, THEREBY PROVIDING REAL VALUE TO
 
PEOPLE DISPLACED BY POPPY ERADICATION. FOR EXAMPLE,

GONWFP MIGHT OFFER A PER HEAD BONUS OR SUBSIDY TO FIRMS 
FOR EACH PERSON HIRED FROM THE AREA. 
SINCE WOMEN ARE
 
LARGELY RESPONSIBLE FOR POPPY PRODUCTION, EXTRA BONUS
 
BIGRT BE OFFERED FOR EMPLOYMENT OF LOCAL WOMEN. 

SUBSIDIES WHICH ARE AIMED AT LEVELS OF OUTPUT IN GENERAL
ARE PREFERABLE TO SUBSIDIES ON INPUTS WHICH ARE HEAVILY
 
CAPITAL INTENSIVE, SUCH AS FINANCING, MACHINERY, TAXES,

AND POWER. SUBSIDIES WHICH ARE PHASED OUT,OVER TIME ARE
 
MORE LIKELY TO YIELD BUSINESSES WHICH CAN SURVIVE IN THE
 
MARKET PLACE. THE INCENTIVES PACKAGE AS CURRENTLY
 
STRUCTURED WILL, IN OUR VIEW, ATTRACT CAPITAL INTENSIVE

INDUSTRY REQUIRING SKILLED-LABOR NOT LIKELY TO BE 
AVAILABLE IN THE POPPY AREAS.
 

5. ANPAC REQUESTS THAT MISSION EXPLORE WHETHER AN
 
ALTERNATIVE APPROACH TO THE INCENTIVES PACKAGE.MIGHT BE 
DE ELOPED WITH GOP/GONWFP. WE WOULD BE PREPARED TO
CONSIDER A STRUCTURE WHICH MAXIMIZES THE LIKELIHOOD OF 
SIGNIFICANT LOCAL EMPLOYMENT. IF, BECAUSE OF ITS DESIRE
TO SHOW VISIBLE. PROGRESS BEFORE FALL, THE GOP CHOOSES TO
PROCEED WITH THE CURRENT PAC(AGE WITH ITS OWN RESOURCES,
 
WE DO NOT BELIEVE AID SHOULD SUPPORT IT. IN THAT

ITENT, MISSION MAY WISH TO DETERMINE WHETHER GOP/GONWFP 

1/2 RJ UNCLASSIFIED STATE 182056/0i
 



* C. 

VOULD CONSIDER CHANGE IN MIX OF INCENTIVES FOR LAT1R 
PHASES OF DEVELOPMENT OF THE INDUSTRIAL .ESTATE. V1 
SUGGEST THAT IN ANY CASE THE MISSION EXAMINE THE LINKAGE 
OF INCENTIVES AND EMPLOYMENT IN .ITS DESIGN EFFORT 10R
THE LARGER PROJECT AMENDMgNT TO DR DEVELOPED IN THE FALLI 

6.- MISSION IS REMINDED THAT IF AID DOES PROVIDE
 
ASSISTANCE TO THE INDUSTRIAL ESTATE ACTIVITY EITHER NOW

OR- IN _THE LARGIR AMENDMENT, THE NECESSARY PRELIMINARY' 
FEASIBILITY PLANNING-AND ANALYSIS TO MEET THE 
REQUIREMENTS Of FAA SECTIONS 611A AND I WILL HAVE TO 31 

. DONZ PRIOR-TO OBLIGATION OF FUNDS. WHITEHIAD 
*32
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F.O. 12356: N/A -'. IVAY1 
SUBJECT: NORTH WEST FRONTIER PROVINC'E AREA 
DEVELOPMENT PROJECT (391-0495) 
 . 

REY: A. 86 ISLAMABAD 24868, B. 56 ISLAMABAD 26199,

C. ISLAMABAD 05463, D. ISLAMABAD 05909, 
1. ISLAMABAD 096E6. F. WFALEY/LINTNER TELCON MAY 7,9 
1967. -

1. SUMMARY: MISSION PROPOSES TO AMEND TP(F SUBJECT .**

PROJECT PAPER TO ADD DOLS ONE MILLION FOR THE DESIGN
AND CONSTRUCTION OF INFRASTRUCTURE FOR AN INDUSTRIAL--- 4-
ESTATE AT GANDAF IN TFZ GADOON-AMA?AI PROJECT ARVA. - _.1
THIS STEMS FROM SUMMER 86 AGREEMENT BFTWEEN PPIM-
MINISTER JUNEJO AND 4ID/W TO GIVE EXTRA SUPPORT T3 
PEOPLE IN POPPY-GRO WING AREAS. CONSTRUCTION DESIGN 
WORK SHOULD START THIS SUMMiER; TOTAL TIME F.OR DESIGNAND CONSTRUCTION IS ESTIMATED AT 24: MONTHS. GONWP
 
INCLUDED CONSTRUCTION-OF ThE ESTATE AS PART OF TEE
 
INCENTIVE PACKAGE OFFERED THIS GROWING SEASON TO
 
INDUCE FARMERS TO STOP GROWING POPPIES IN PROJECT
 
AREA. REFTELS DESCRIBE THE COMPLETE INCENTIVE 
 I
PACKAGE AS WELL AS GENERAL PROJECT PROGPESS AND Ta--
POPPY BAN ENFORCEMENT EFFORT. GONWFP ALREADY FAS 
APPROVED PC-I FOR A 170 ACRE ESTATE, CONSERVATIVELY 
EqTIMATED TO COST ABOUT DOLS 1.6 MILLION, INCLUDING, 
LAND ACQUISITION AND-RECURRENT COSTS WHICH USAID WILL
 
NO-T, REPEAT NOT, FINANCE. GONWFP HAS PUT TOGNTPER 
EXTREMELY ATTRACTIVE INCENTIVE PAC&AGF VOR THE ESTATE
 
AND INITIAL PRIVATE SECTOR RESPONSE HAS ?EFN VF,,P.Y 
FAVORABLE, LEALING GONWFP TO MAE DETAILED PLANS FOR 
SUBSEQUENT TWO PHASFS. 

THE PROPOSED ESTATE WILL CONTRIBUTE DIRECTLY TO 
ORIGINAL PROJECT GOALS AND PURPOSES, AND PROVIDE 
EMPLOYMENT FOR SEVERAL FUNDRED BENEFICIARIRS IN TFX 
PROJECT ARIA DURING THE CONSTRUCTION PHASek, AND EVEN 
MORE DURING THE OPERATIONAL PHASE. CONSIDERABLE 
SECONDARY BUSINESS IS LIKELY TO DEVEoLOP, AND TEE 
IMAGE AND ROLE OF TFE GOVERNMENT IN POPPY ERADICA.TION 
WILL BE ENHANCED. 

MISSION REQUESTS AD HOC DELEGATION OF AUTHORITY TO 

D" UNCLASSIFID ISLAMABAD 010426/91 
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AMEND THE PP AND PROJwT AUTHORIZATION TO INCLUDI- THE 
ESTATE AND ADD DOLS 1.0 MILLION TO TOTAL LIFE OF 
PROJECT FUNDING. THE PROJECT PACD WILL BE EXTENDEP 

-

TWO YEARS USING THE MISSION DIRECTOR'S CURRENT
 
AUTHORITY. THIS DOCUMENT CONSTITUTES THE PROPOSED
 
AMENDMENT TO THE PP. END SUMMARY.
 

2- HISTORY: THE 1985/1986 POPPY ERADICATION
 
CAMPAIGN IN THE PROJECT AREA RESULTED IN SEVERAL
 
DEATHS AND SEVERELY STRAINED PEOPLE/GOVERNMENT

RELATIONS. nURING HIS SUMMER 1986 VISIT TO THE U.S.,
 
PRIME MINISTER JUNEJO DISCUSSED THIS ISSUE AND
 
OBTAINED AN A.I.D. COMMITMENT TO GIVE AN ADD-ITIONAL
 
DOLS ONE MILLION TO NWFADP TO INCREASE EMPLOYMENT IN
 
THE PROJECT AREA. ORIGINALLY A COTTAGE INDUSTRIES
 
INITIATIVE WAS ENVISAGED, BUT LACK OF LOCAL Rx;SOURCES
 
AND SKILLED LABOR AS WELL AS THE ABSENCE OF AN
 
APPROPRIATE FUNDING MECHANISM, LED GONWFP TO MODIFY
 
THE CONCEPT TO THE CONSTRUCTION OF -AN INDUSTRIAL
 
ESTATE. ONCE THE CONC0PT WAS APPROVED, THE
 
GOVERNMENT MOVED WITH UNPRECEDENTED SPEED TO DEVELOP
 
AND APPROVE A PC-i FOR AN ESTATE TO BE SITUATED NEAR
 
GANrAf, THE CENTER OF THE MARCH, 19B6 TROUIL9S.
 

3. SUMMARY DESCRIPTION OF THE PROJECT AMENDMENT:
 

- A. COSTS: THE PC-i CONTAINS A CONSERVATIVE 
GONWFP BUDGET FOR AN ESTATE OF SOME 170 ACRES COSTING 
28 MILLION RUPEES (U.S. DOLLARS 1.65 MILLION AT THE 
EXCHANGE RATE OF 17 RUPEES TO TFE DOLLAR). USAID 
PROPOSES TO FINANCE THE INFRASTRUCTURE COSTS OF THE. 
ESTATE, INCLUDING ROADS, WATER, SEWAGE !ND 
ELECTRICITY DISTRIBUTION/COLLECTION SISTEMS, AND 
ADMINISTRATION BUI-LDINGS UP TO THE VALUE OF US -
DOLLARS ONE MILLION.
 

- B. INCENTIVES: GAN1&F IS A FAIFLY REMOTE AREA, 
WITH A SMALL INDUSTRIAL BASE. HOWEVER, THE 
GOVERNMENT HAS PLACED HIGH PRIORITY ON EFFECTIVE AND-
LONG-LASTING ENFORCEMENT OF THE OPIUM POPPY 
CULTIVATION BAN AND IT HAS RECOGNIZED T.AT ECONOMIC 
DEVELOPMENT MUST TAKE PLACE IN THE AREA IF THE BkN IS 
BT
 
#0496
 

NNNN
 

DM UNCLASSIFIED ISLAMABAD .010496 01
 



UNCLA9- SEC'TfON '2' W 05 'ISLAMABAD 10496 

TO BE ACCEPTED OVER THE LONG TERM. THEREFORE, IN 
ORDIR TO ATTRACT POTENTIAL BUSINESS TO THE PROPOSED 
ESTATE, GONWFP HAS DEVELOPED AN INCENTIVE PACKAGE-
THAT INCLUDES 50 PERCENT REBATE ON POWER COSTS FOR AN 
UNSPECIFIED PERIOD, DUTY-FREE IMPORT OF MACHINERY, 3 
PERCENT LOANS AND A 10 YEAR TAX HOLIDAY. THESE 
UNUSUALLY GENEROUS INCENTIVES HAVE ATTRACTED LARGE 
NUMBER OF APPLICATIONS; 400 WERE RECEIVED WITHOUT
 
ADVERTISING THE PROJECT. THE ENTHUSIASTIC PRIVATE
 
SECTOR RESPONSE HAS PROMPTED THE GONWFP TO CONSIr_.ER A 
SECOND AND THIRD PHASE.FOR THE ESTATE, LEADING TO A 
FINAL POTENTIAL SIZE OF ALMOST 640 ACRES, AND A TOTAL 
ESTIMATED COST--OF APPROXIMATELY 60 MILLION RUPEES (US 
DOLLARS 3.5 MILLION). USAID IS PROPOSING INVOLVEMENT 
IN PHASE I ONLY. 

- C. ESTATE-OPERATIONS: THE ESTATE WILL BE 
ADMINISTERED BY THE SARUAD DEVELOPMENT AUTHORITY 
((SDA), A GONWFP AGENCY WITH A PROVINCIAL C'RARTER FOR 
INDUSTRIAL AND MINERAL DEVELOPMENT. THE SDA IS 
ALREADY RUNNING TWO OTHER INDUSTRIAL ESTATES. PLOTS 
OF LAND WILL BE LEASED TO BUSINESSES AS IS COMMON 
PRACTICE IN PA&ISTAN. FIRMS WILL BE GIVEN TIME 
LIMITS IN WHICH CONSTRUCTION MUST BE COMPLETED OR 
THEY- LOSE THE- LEASE. THE LEASES ARE LONG TERM (UP T3 
30 YEARS) AND CAN BE RENEWED. THE SDA WILL BE 
RESPONSIBLE ?OR MAINTAINING THE ESTATE'S 
INFRASTRUCTURE. TO COVER ITS COSTS THE SDA WILL 
CHARGE EACH COMPANY ON THE ESTATE AN ANNUAL FEE PASED
 
GN THE SIZE OF THE PLOT OCCUPIED BY THAT COMPANY. 
TiHE PLOTS WILL BE ALLOCA TED ON A FIRST-COME, 
F RST-SERVED BASIS TO THOS-E FIRMS WITH SUFFICIENT 
CAPITAL RESOURCES TO PURCHASE A LEASE AND CONSTRUC 
FACTORY AND WHICH MEET THE ENVIRONMENTAL CRITERIA 
DISCUSSED IN PARAGRAPH 4-A BELOW. INDUSTRIAL 
INVFSTMENT BANKS AhD COMMERCIAL BANKS W4ILL FINANCE
 
THE MOST PROMISING FIRMS; IN EFFECT, THE COUNTRY'S
 
FINANCIAL SECTOR WILL BE THE ALLOCATING MECHANISM FOR
 
THE ESTATE. N 

- D. ELIGIBLE BUSINESSES: SINCE THE PURPOSE OF 
THE ESTATE IS PRIMARILY TO CREATE EMPLOYMENT AND
 
THERE IS GREAT PRESSURE TO SHOW QUICK SUCCESS, THE 
HIGHEST PRIOnITY WILL BE GIVEN TO EXPeRIeNCED
 
BUSINESSMEN WHO HAVE DEMONSTRATED SUCC7SS YLSEWHEE, 
AND WHO WILL BE ABLE TO OFFER JOBS TO LOCAL 
RiSIDENTS. SPECIAL WILL GIVEN TOCONSIDERATION G 
EXPERIENCED APPLICANTS FROM THE PROJECT AREA ITSELF,
 
AND THEN FROM THE PROVINCE. HOWEVER, ENTRk:PRENEURS
 
FROM OTHER PROVINCES WILL NOT BE EXCLUDED. DETAILS
 
OF THE-TYPE OF BUSINESSES LIELY TO BE ATTRACTED ARE 
LIMITED, BUT TEXTILES CERAMICS AND SOME
 
AGRO-BUSINESS ARE ANTiCIPATED.
 

- E. PROJECT ADMINISTRATIVE ARRANGEMENTS AND 
IMPLEMENTATION SCHEDULE: THE GOVERNMENT IMPLEMENTING
 
AGENCY WILL BE SDA. THE SDA INTENDS TO CARRY OUT TEE 
DESIGN AND SUPERVISION OF INFRASTRUCTURE USING ITS 
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IN-HOUSE CAPACITY. ThA MISSIOU'S ENGINEERING STAYrF 
IN PESHAWAR WILL ADVISE AND ASSIST THE SDA IN THIS 
EFFORT. WHILE DESIGN WORK IS IN PROGRESS, THE-

MISSION WILL CONTRACT WITH K LOCAL FIRM OR INDIVIDUAL 
TO CONDUCT AN ENVIRONMENTAL ASSESSMENT. U:;AID WILL 
FINANCE A CONTRACT (MOST LIKELY HOST COUNTRY) FOR THE 
CONSTRUCTION CONDITIONAL ON MISSION APPROVAL OF TFE 
DESIGN. THE ENVIRONMENTAL ANALYSIS, DESIGN AND -

CONSTRUCTION OF THE INFRASTRUCTURE FOR PHASE I OF THE 
INDUSTRIAL ESTATE ARE ESTIMATED TO TAME 24 MONTFS. 
IN ORDER TO EXPEDITE DEVELOPMENT, EFFORTS WILL B@., 
MADE TO COMPLETE THE INFRASTRUCTURE OF A GIVEN 
SECTION ALLOWING THAT SECTION TO BE LEASED TO 
BUSINESSES AS SOON-AS POSSIBLE, WHILE THE 
INFRASTRUCTURE FOR OTHER SECTIONS IS BEING 
COMPLETED. THE DEVELOPMENT OF FACTORIES IS PROJECTED 
TO TAKE TWO TO FOUR YEARS. ASSUMING, AS THE MISSION 
EOPES, THAT-DESIGN WORK IS COMPLETXD THIS FALL (THE 
SDA HAS ALREADY STARTED DESIGN WORK),_-THE FIRST 
BUSINESSES COULD BEGIN FUNCTIONING IN SUMMER 199, 
-AND PHASE I MIGHT BE COMPLETE BY 1993. IF APPROVAL
 
IS GIVEN TO INCLUDE THE 1:STATE IN THE PROJECT, THE 
PACD WILL BE EXTENDED USING AUTHORITY-ALREADY 
D _ 
- F., GOAL-AND PURPOSE. THE INDUSTRIAL ESTATE IS 
PART OF THE GOVERNMENT'S OVERALL PACKAGE OF BENEFITS 
THAT HAS BEEN DEVISED TO ENT-ICE THE POPULATION AWAY 
FROM GROWING POPPIES. AS SUCH IT WILL CONTRIBUTE 
DIRECTLY TO THE NWFADP GOAL OF ERADICATION OF OPIUM 
BT -
#0l496 
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POPPY PRODUCTION WITHIN A PROCESS Of RAPID 
SOCIG-ECONOMIC DEVELOPMENT IN THE REMOTE AREAS OF 
PAKISTAN. THE AMENDMENT WILL ALSO CONTRIBUTE 
DIRECTLY TO THE PROJECT PURPOSE WHICH IS TO CHANGE 
THE ECONOMY OF THE GADOON-AMAZAf AREA FROM ONE BASED
 
PRIMARILY ON POPPY CULTIVATION TO A DIVERSIFIED
 
AGRICULTURAL AND NON-AGRICULTURAL SYSTEM WITH STRONG
 
TIES TO THE NATIONAL ECONOMY, WHICH WILL FACILITATE 
AND COMPLEMENT THE GOP'S ENFORCEMENT EFFORT WITH 
RESPECT TO POPPY CULTIVATION AND NARCOTICS PRODUCTION. 

" G. ANTICIPATED OUTPUTS: DURING THE
 
CONSTRUCTION PHASE, HUNDREDS OF UNSKILLED 
%ADOON-AMAZAI RESIDENTS WILL FIND WORK, AS WILL 
SETE AL LOCAL CONTRACTOR FIRMS. DURING TPE 
OPERATIONAL PHASE, HUNDREDS OF PROJECT AREA RESIDENTS
 
ARE XPECTED TO BE EMPLOYED DIRECTLY ON THE ESTATE. 
TEE OPPORTUNITIES FOR SECONDARY INDUSTIRIAL 
DZIRLOPMENT ARE EXCELLENT: HOUSES, SHOPS, BANKS,
 
SCHOOLS, TRANSPORTATION SYSTEMS, HOTELS, RESTAURANTS 
AND SUPPORT INDUSTRIES WILL BE REQUIRED. IT SHOULD
 
BE NOTED THE GOP HAS ALREADY ASKED FOR ASSISTANCE TO 
ESTABLISH A CREDIT WINDOW TO FINANCE BUS AND TRUCK 
PURCHASES BY LOCAL-RESIDENTS &S A RESULT OF ROAD 
CONSTRUCTION EFFORTS UNDER THE PROJECT.- THE ESTATE
 
WILL BRING THE OUTSIDE WORLD TO THE DOORSTEP OF THE
 
POPikY FARMERS AND DEALERS; THE ATTITUDES OF THE
 
YORMiR WILL CHANGE, WHILE THE IMPORTANCE OF-THE
 
LATTER AS A SOURCE OF INCOME AND CREDIT WILL 'RAPIDLY 
DECLINE, THUS AIDING THE ACHIEVEMENT OF THE PROJECT 
PURPOSE. AN EXPECTED SPIN-OFF WILL BE THE -
INTRODUCTION OF PRIVATE HEALTH AND- EDUCATIONAL 
FACILITIES, REACHING A HERETOFORE UNSERVED POPULATION. 

4. AMENDMENT ISSUES: 

- A. ENVIRONMENTAL ASSESSMENT: THE PROPOSED 
PROJECT COMPONENT WILL BE THE SUBJECT OF AN 
ENVIRONMENTAL ASSESSMENT-(EA) PREPARED IN COMPLIANCE 
WITH TEE REQUIREMENTS OF 22 CPR 216, QUOTE AID 
ENVIRONMENTAL PROCEDURES UNQUOTE AND A SUMMARY 
ENVIRONMENTAL PROFORMA IN ACCORDANCE WITH THE GOP
 
PREPARATION OF ORDINANCE XXXVII, QUOTE CONTROL OF
 
POLLUTION AND PROTECTION OF LIVING ENVIRONMENT 
UNQUOTE. THE ASSESSMENT WILL BE PREPARED BY A LOCAL 
FIRM OR INDIVIDUAL UNDER THE SUPERVISION OF TEf:
 
MISSION ENVIRONMENTAL STAFF, AND WILL TALE PLACE 
CONCURRENTLY WITH, AND AS AN ELEMENT OF, THE DESIGN 
OF THE ESTATE INFRASTRUCTURE. PER REF F, THE ANE
 
BUREAU ENVIRONMENTAL COORDINATOR HAS DELEGATED 
AUTHORITY TO THE MISSION ENVIRONMENTAL OFFICFR AND 
ENVIRONMENTAL ADVISOR TO SUPERVISE THE EA. THE 
MISSION WILL CONFER REGULARLY WITH THE BUREAU
 
COORDINATOR AND OPTAIN ADVICE AND APPROVALS AS N;EDED.
 

- THE ENVIRONMENTAL ASSESSMENT WILL INCLUDE THE 
REVIEW OF ALTERNATIVE SITES FOR THE INDUSTRIAL PARK. 
IT WILL IDENTIFY REQUIREMENTS FOR THE PROVISION OF
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WATER SUPPLT, WATER TkRATMENT, WASTEWATER COLLECTI-ON, 
WASTEWATER TREATMENT, WASTEWATER DISPOSAL-AND SOLID-
WASTE MANAGEMENT. THE ASSESSMENT WILL SPECIFICALLY 
REVi.EV THE POTENTIAL IMPACTS OF THE DISPOSAL OF 
WASTEWATER AND SOLiD WASTE ON BOTH SURFACE WATER AND 
GROUNDWATER. IT WILL ALSO INCLUDE AN EVALUATION OF 
POTENTIAL AIR QUALITY AND NOISE IMPACTS. THE 
ASSESSMENT WILL RECOMMEND ENVIRONMENTAL CRITERIA FOR 
THE SELECTION OF TEE TYPES OF INDUSTRIES WHICH ARE 
ENVIRONMENTALLY APPROPRIATE TO BE SITED IN THE
 
INDUSTRIAL PARK. IT SHALL ALSO REVIEW PRETREATMENT
 
REQUIREMENTS FOR WASTEWATERS, ESPECIALLY TEOSE FROM 
TANNERY AND TEXTILE INDUSTRIES. THE ASSESSMENT WILL
 
tN-CLUDE A REVIEW OF SPECIAL REQUIREMENTS FOR THE 
MANAGEMENT OF HAZARDOUS AND TOXIC SUBSTANCSS AND 
PROPOSE AN INDUSTRIAL EMERGENCY, PREVENTION AND 
MANAGEMENT PLAN. 

- B. PACD DATE: THE-PROPOSED ADDITION OF THE-
INDUSTRIAL ESTATE WILL REQUIRE AN EXTENSION OF THE 
PACD; THAT DATE IS NOW DECEMBER 31 1988, AND IT HAS 
REVER BEEN EXTENDED. IF USAID RECEIVES APPROVAL TO 
INCLUDE THE ESTATE IN THE PROJECT, THE PACD WILL BE-
EXTENDED TWO YEARS BY THE MISSION DIRECTOR USING THE 
AUTHORITY GIVEN HIM UNDER DELEGATION OF AUTHORITYTNO.
 
652 DATED OCT 10, 1986.
 
- C. ECONOMIC ISSUES: THE UNUSUALLY GENEROUS 
INCENTIVES OFFERED BY THE GONWFP RAISE SOME ECONOMIC 
ISSUES. THE ESTATE COULD RESULT IN UNECONOMIC 
ENTERPRISES AND POOR ALLOCATION OF CArITAL IF -
BT 
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"ACTIVITIES THAT WOULD NOT PE PROFITABLE ANYWHERE IN
 
PAKISTAN UNDER NORMAL CONDITIONS WERE PERMITTED.
 
ITH 3 PERCENT LOANS AND TEE OTHER BENEFITS
 

AVAILABLE, SUCH ACTIVITIES WOULD NOT HAVE TO FACE THE
 
TEST OF ThE MARKETPLACE AS TRULY COMPETITIVE
 
INDUSTRIAL ENTERPRISES. THE INCENTIVES REFLECT TFE
 
GREAT SIGNIFICANCE ATTACHED TO THE PROJECT BY THE
 
PROVINCIAL AND FEDERAL GOVERNMENT. GIVEN THE
 
IMPORTANCE OF POPPY ERADICATION TO THE USG AND GOP,

USAID DOES NOT FEEL IT SHOULD TRY TO MODIFY THE
 
PROPOSED INCENTIVE PACKAGE. INSTEAD, THE MISSION
 
WILL REQUIRE SDA TO AWARD LEASES TO APPLICANTS WEO
 
AN; DEMONSTRATE THE ECONOMIC VIABILITY OF THEIR -


ENTERPRISES WITHOUT BEING TOTALLY DEPENDENT ON THE
 
INCENTIVE PACKAGE.
 

PUBLICLY OPERATED INDUSTRIAL ESTATES, PARTICULARLY IN
 
REMOTE PARTS OF DEVELOPING COUNTRIES, RARELY SUCCEED 
AND THE GADOON ESTATE MAY BE NO EXCEPTION, ALTHOUGH 
TER INCENTIVES ALMOST GUARANTEE SUCCESS FOR THE TEN-

YEAR TAX HOLIDAY. ALSO, THE GADOON ESTATE IS NOT ALL
 
TEAT REMOTE. ALTHOUGH IT IS NOT A MAJOR MARKET OR A
 
SOURCE OF RAW MATERIALS, IT HAS GOOD COMMUNICATION
 
LINS.S WITH THE REST OF PAKISTAN THROUGH AN EXTENSIVE 
R0AD NETWORK AND IS ONLY A TWO HOUR DRIVE FROM
 

.SLAMABAD AIRPORT. THE AREA CAN ALSO EXPFCT A 
]FILIABLE SOURCE OF ELECTRICITY, TEING CLOSE TO
 
TARBELA DAM AND SUBJECT TO SPECIAL TREATMENT.
 
TELEPHORE INSTALLATION, A COMMON BARRIER TO
 
INDUSTRIAL DEVELOPMENT IN PAKISTAN, IS NOT EXPECTED
 
TO BE A PROBLEM GIVEN THE HIGH LEVEL GOVERNMENT
 
SUPPORT. THE LOCATION OF THE SITE IS LIKFLY TO
 
ATTRACT LOW VOLUME, HIGH VALUE PRODUCT MANUFACTURING
 
TEFAT MINIMIZES TRANSPORTATION COSTS OF RAW MATJ;;IALS
 
A91 FINISHED PRODUCTS. THIS SHOULD ENABLe GADOON TO
 
BECAME A CENTER FOP SPECIALIZED INDUSTRY, AND TO
 
DEVELOP A CADRE OF APPROPRIATELY TRAINED LBO0.
 

LABOR IS NOT EXPECTED TO BE A PROBLEM. POPPY FARMERS
 
"ARE USED TO REPETITIV- WOR& WITH A LOW RETURN, SINC
 
OPIUM PRODUCTION PAYS LITTLE ON AN HOURLY BSIS, 
DESPITE ITS HIGH PER ACRE RETURNS. (MOST PROFITS GO
 
-TO PROCESSERS AND MIDDLEMEN, NOT TO GROWERS, ANYWAY)
 
OTHER LOCAL PEOPLE HAVE DEMONSTRATED CONSIDERABLE
 
TRADING AND ADMINISTRATIVE SKILLS IN THFIP ILLEGAL
 
POPPY ACTIVITIES: MAKING ACCOMMODATIONS WITH
 
OFFICIALS, SHIPPING PRODUCTS TO DISTANT MkRKETS AND
 
OVERCOMING MANY AND DIIERSE MARKETING OBSTACLES. A
 
PURPOSE OF THE ESTATE WILL BE TO HARNESS THESE S-.ILLS
 
TO SOCIALLY PRODUCTIVE IND USEFUL ENDS. A SPECIAL
 
POTENTIAL BENEFIT OF T'jjE ESTATE IS THE POSSIBILITY
 
THAT CERTAIN JOBS MAY BE ESPECIALLY APPROPRIATE FOR
 
WOMEN.
 

THE MARGINAL PER ACRE COSTS WILLBE QUITE LOW, SINCE
 
THE ESTATE BUILDS ON THE VERY SUBSTANTIAL
 
INFRASTRUCTURE USAID HAS ALREADY INSTALTFD IN THE
 
PROJECT AREA. FURTHER, THE POLITICAL CASE FOR
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PROlDING INCOME GENERATION OPPORTUNITIES IS VERY
 
STRONG, EVEN THOUGH ECONOMIC BENEFITS CANNOT BE
 
ACCURATELY ESTIMATED WITHOUT LOOKING AT INDIVIDUAL
 
APPLICATIONS. STRICTLY- ECONOMIC BENEFITS MAY BE
 
NEGATIVE CONSIDERING THE SUBSIDIES, BUT THE SOCIAL
 
BENEFITS TO TEE REGION AND TO ILLICIT DRUG IMPORTING
 
COUNTRIES WILL BY SUBSTANTIAL. FINALLY, OVER TIE
 
LONG TERM, THIS APPROACH TO MOVING FROM A DRUG-BASFD
 
LOCAL ECONOMY MAY BE CHEAPER THAN THE ALTEPNATIVR OF
 
CONTINUAL FNFORCEMENT AND COMPENSATION. MOREOVER, IT
 
ENABLES PRIVATE SECTOR MARKET FORCES., RATHER THAN
 
PUBLIC SECTOR ENFORCEMENT EFFORTS, TO TAKE THE LEAD.
 

- D. FOLLOW-ON ACTIVITIES: TEY MISSION IS
 
PLANNING A SIGNIFICANTLY LARGER AMENDMENT TO THE
 
PROJECT THIS FALL. IT WILL INVOLVE ADDITIONAL
 
-ACTIVITIES--IN THE GADOON-AMAZAI AREA AS WELL -AS A NEW
 
INITIATIVE IN THE MANSEHRA TRIBAL AGENCY (BLACK

MOUNTAIN-AREA) WHICH IS NORTH OF GADOON-AMAZAI.
 
PECAUSE A NEW AREA WILL BE INVOLVED, CONSIDERABLE
 
INVESTIGATION AND ANALYSIS WILL BE REQUIRED TO
 
DETERMINE WHAT, IF ANY, CHANGES IN PROJECT APPROACH
 
ARE REQUIRED. THE MISSION CHOSE NOT TO INCLUDi: TFE
 
INDUSTRIAL ESTATE IN THAT AMENDMENT BECAUSE THE
 
-ESTATE IS PART OF THE INCENTIVE PACKAGE OFFERED BY
 
THE-GOP AS AN-INDUCEMENT TO STOP GROWING OPIUM
 
POPPY. AS SUCH IT IS CRITICAL THAT PROGRESS ON
 
DEVELOPMENT OF THE ESTATE IS-DEMONSTRATED BEFORE TFE
 
START OF THE NEXT OPIUM POPPY GROWING SYASON WHICH IS
 
OCTOBER-NOVEMBER OF THIS YEAR.
 
E?
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6. - -MISSION REQUESTS-AN AD HOC DEL19GATION OF
AUTHORITY TO AMEND THE- PP AND THE PROJECT 
AUTHORIZATION AFTER CN TIME ELAPSES-ALONG THE LINES 
INDICATED IN THIS- CABLE. MISSION WILL CABLE CN 
LANGUAGE AT THE APPROPRIATE TIME. -HINTON 

#0496 
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TAB 	B 

kMPAD PROJECT AUTHORIZATION ANENMENT 

IMPLEMENTATION PLAN (Illustrative)
 

.oe 	Imlementation Plan for establishment of the Industrial Estate is 'as 
follows:
 

1. 	 Acquisition of land 
 Aug-Sep 1987
 

2. 	Prequalification of contracting
 
construction firms; 
 Aug-Sep 1987
 

3.-Construction
 

a. 	Office building and stores 1 Oct 1987 - 15 Jan 1988
 
b. 	 Equipping and energization of 's 1 Oct 1987 - 01 Jan 1988
 
c. Elevated-water tanks and
 
- operator quarters 
 1 	Oct 1987 - 31 Mar 1988 
d. 	Watef supply distribution system 1 Oct 1987 - 28 Feb 1988
 
e. 	Roads causeway, culverts and
 

- protection works 
 1 Oct 1987 - 30 Sep 1988f. 	Drainage/ditches 
 I -Nov 1987 - 10 Oct 1988 
g, Electrification and telephone 

(Not to be funded under WFADP) 1 Oct 1987 - 31 Dec 1988 

Acquisition of land has already been initiated. 
Construction of
 
industrial plants will begin after infrastructure is in place.
 

MODE 	OF IMPLEMENTATION AND FUNDING
 

Plans, specifications and cost estimates for the work developed by the

SAD and their consultant will be reviewed in-depth by RAO/P/ENG and
 
further reviewed and approved by the O/ENG. The specific contracting

mode - FAR, host country or AID direct - will be decided after USAID has
 
reviewed the SDA's contracting capacity. In any case all construction
 
will be monitored during implementation-by RAO/P/ENG for conformance with
 
design provisions, and approved plans and specifications. Funding

arrangements for implementation of the project will depend an selection
 
of the contracting mode, USAID may make direct payments 
ro '.he contractor
 
or funds may be channeled through the Project Director for payment to the
 
contractor.
 

The proposed project amendment will not include funding of the
 
electrification component of the Industrial Estate. 
The cost of
 
electrification will be borne-by the Government of Northwest Frontier
 
Province (GODNdFP). 

gD
 



ADNINISTRATIXI CAPABILITY OF THE IMPLEMENTING AGENCY (SDA) 

The Sarhad Development Authority (SDA) has proven experience in the
 
-design contracting and construction management of two other Industrial 
Estates in the NIFP at Jaurud and Hattar. For this project SDA has 
already assigned a Project Manager, Resident Engineer and Sub-Engineer todirectly oversee implementation.- The SDA Technical Department and their 
consultant in responsible for the development of the plans,
specifications and cost estimate. Their staff is capable to undertake 
such a project including the design, implementation and management of all 
aspects of the work. 

PDM:YMahmood: aq: sp: 9/22/87 
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To change the Gadoon-Amazai and other area economies in the Northwest Frontier
 
Province from ones based primarily on poppy cultivation to diversified
 
agricultural and non-agricultural systems with strong-ties to the national
 
economy, which will facilitate and complement the GOP's enforcement effort
 
with respect to poppy cultivation and narcotics production.
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NORTHWET FRONTIER AREA DEVELOPMENT PROJECT, 391-0485
 
FAA SECTION-611 (e)CERTIFICATION
 

I, Eugene S. Staples, principal officer of the Agency for International
 
Development-in the Islamic Republic of Pakistan, having taken into
 

-account, among other things, the maintenance and utilization of projects
 
in the Islamic Republic of Pakistan previously financed or assisted by

the United States, do hereby certify pursuant to Section 611 (e) of the
 
Foreign Assietance Act of 1961, as amended, that in my judgement the
 
Islamic Republic of Pakistan has both thd financial capability and the
 
human resources capability to effectively implement, utilize and maintain
 
the proposed construction work described under the Second Amendment to
 
the Northwest Frontier Area Development Project, 391-0485.
 

This judgement is based upon AID's recent experience in the Northwest 
Frontier Province as well as upon the project analysis as detailed in the 
Northwest Front-ier Area Development Prjoject Paper and the cable 
(Islamabad 10496-dated 5/11/1987) requesting approval to authorize the
 
Second Amendment to the project authorization.
 

Eugene S. Staples
 

Date
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UNITED STATES GOVERNMENT
 

memorandum
 
o"T, August 30, 1987 
 -

REPLYTO 
AflNPI~ Hiasan Masodis ENG' 
,WECT, 611(a) Certification 

Gadoon Amazat Industrial Estate, NWFADP 391-0485 

TOt Mr. Robert K Nothia, Dy. Chief/PiN 

THRU: Gene V. Gefo* -hf/ENG 

We have reviewed the plans, speciffications and cost estimate for the 
proposed GadoonAAmazai Industrial Estite under the NWFAD Project. These 
documents are-prepared by an A/E firm - Muhandiseen, under a contract with 
Sarhad Development Authority (SDA), the GOP implementing agency. 

Ou review of the plans, specifications and cost estimate results in the
 
followint observations:
 

- The plans are reasonably adequate, however lacking details. For
 
example, the plans donot indicate location of the approach road to
 
the Industrial Estate. Also, plans for causeway, spur and bund are
 

- not included in the submitted documents.
 

- The-specifications are fairly standard. However, discrepancies exist
 
between the specifications, description of items in the bill of
 
quantities and the plans.
 

- The cost estimate for most items of work is detailed and is 
considered a reasonable estimate for the proposed facility. However, 
detail cost of some items, e.g. side walks etc., is missing. 

We are preparing detailed comments on the plans, specifications and cost
 
estimate which will be provided to RAO/P foronward transmission to the
 
A/E. The documents are at a stage that with minimal effort the above
 
noted deficiencies can be corrected.
 

Considering the above, we feel that FAA Section 611(a) certification can
 
be provided by this office, but it should be noted approval to proceed any
 
further will be given only after we have had the opportunity to review the
 
corrected documents. Attached is the certification.
 

4339W:0028
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GADOON AZAI INDUSTRIAL ESTATE, NWADP 391-0485
 

FAA SECTION 611(a) DEEMINATION
 

- ,-Gene V. George, Chief, Office of Engineering of the Agency for 
International Development-.in the Islamic Republic of Pakistan, do hereby
determine pursuant to section 611(a) of the Foreign Assistance Act of 
1961, as amended, that: 

- (1) engineering, financia1=,_ and other plans necessary to carry out the
proposed construction of the infrastructure for the Gadoon Auazai 

-Industrial Estate facility under the NIFAD project, and a reasonably 
firm estimate of the cost to the United States Government of providing

such assistance have been completed; and 

(2) 	 no further legislative action is required within the Islamic Republic 
- of Pakistan. -

Gene V. G4ore, i 

Office of Engineering
 
USAID/Pakistan
 

Date 
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SNVIRONMENTAL ANALYSIS ,L AMmC0VI, urn 

1. THANIS FOR YOUR EIPIDITIOUS REVIEW/APPROVAL OF OUR
"INVIRONMENTML ASSESSM1NT. FURTHER TO THAT ISSUE, THEARCHAEOLOGICAL SURVEY HAS BEEN COMPLTID. THE 

kA 

lINDINGS ARE SUMMARIZED IN A LETT;R FROM THE -
UNIVIRSITY O PISHAWAR. THE LETTER IS QUOTED-O- .-TOUR INFlOMATION.
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1. IT WAS A PLEASURE TO VisiT THE GADOON AMAZAI
 
INDUS-TRIAl AREA AT 
 THl KIND INTI-TATTON O THI. US4ID, 
II. PRIOR TO THE VISIT -OF THE UNDERSIGNED AND PROF.

JARID KRAN, THE AREA WAS LOOKED AT IY MR. MUlHTAR
DURRANI (RESEARCH OFFICER, UNIVERSITY MUSEUM) AND MR..MOHAMMAD NhSIM (AN M. ?OIL STUDENT 0 THE DEPARTMENT). 

III. THIE DkPARTMENT IS GRATEFUL TO THE -USAID AT"TARBELA AND PESHAWAR FOR THEIR HOSPITALITY. 

IV. ALTHOUGH-THERE ARE SOMRSIGNIFICANT
ARCHAEOLOGICAL FXATURES OUTSIIM 
THT 19? ACRES AREA 

-fRQPOSFD FOR THY FIRST PHASE 01 THE INDUSTRIAL
"PhOJ)CT, THERE ARE NO CULTURAL DMPOSITS WITHIN THISAREA THAT WILL DE THREATINID IN 4NT WAY BT THE-
PROJTCT.
 
Mto. J.A. DURRANIg CHAIRMAN,9 DIPARTMENT OFARCpAbOLOGT UNIVIRSITT 01 PISHAV4R, 
 UNQUOT.
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