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Non-MDG

Population in millions
(2008)

162.58 

Annual population growth rate (%)
(2006–2008)

1.8 

Adult literacy rate (%)
(2007)

54.9

Percent of population in urban areas
(2007)

35.7 

MDG

Percent of population living on less than $1.25 a day
(2005)

22.6 

Percent of population living below the national poverty line
(2005)

22.3 

Under-5 mortality rate per 1,000 live births
(2007)

90

Percent of population using an improved drinking water source
(2006)

90

Development Indicators

In preparing any country program or strategy, financing any project, or by making 
any designation of or reference to a particular territory or geographic area in this 
document, the Asian Development Bank does not intend to make any judgments as 
to the legal or other status of any territory or area.

MDG = Millennium Development Goal.
Source: ADB Fact Sheet.
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Pakistan and ADB:  
A Partnership Against Poverty

Home to more than 160 million people, 
Pakistan—a nation of spectacular broad 
river valleys, high plateaus, and alpine 
wilderness—has witnessed a turbulent political 
and economic history in just over 60 years of 
independence. Today’s global headlines of 
conflict and insecurity in the region overshadow 
another struggle being fought in every corner 
of Pakistan that is just as crucial to the nation’s 
future: poverty. Progress in this battle is 
reflected in the eyes of an eighth grader from 
a poor family in Sindh Province standing to 
answer a math question none of the boys in her 
class know, an act of equality her mother never 
experienced; in villagers boarding a minibus for 
a 20-minute ride to market in the foothills of 
the Himalayas, a trip that a year before took a 
full day on foot; and in women preparing tea 
with clean river water piped across the arid 
plains of Punjab Province. 

A driving force behind these gains is a 
development partnership between the Asian 
Development Bank (ADB) and the Government 
of Pakistan. For more than 40 years this 
enduring alliance has helped millions of 
families travel new roads where none before 
existed, light their homes from cleaner power 
generation, live healthier and longer lives 
through expanding clean water and sanitation 
programs, and send their youngsters to school 
for the first time because of greater access to 
education. 

Pakistan became a founding member of ADB in 
1966, and since then has become ADB’s largest 
recipient in both number of loans and volume 
of assistance received—more than $19.8 billion 
approved loans to fund development projects as 
diverse as hydroelectric projects and banking for 
the poor, with about $14.0 billion disbursed as 
of the end of 2008. A record lending program 
in 2008 included $1.9 billion in disbursements 
and $1.0 billion in newly approved assistance. 

As of July 2009, there were 47 ongoing 
sovereign loans of about $5.3 billion for  
31 nationwide and province-specific projects, 

Loan Approvals in Pakistan ($ million)

Loan Disbursements in Pakistan ($ million)

OCR = ordinary capital resources (regular loans); ADF = Asian Development Fund (concessionary loans).
Source: ADB.

1968–2003 2004 2005 2006 2007 2008 as of July 2009
OCR 6,686 481 350 1,429 1,415 587 350
ADF 6,622 228 389 107 455 509 150
Total 13,308 709 739 1,536 1,870 1,096 500

1968–2003 2004 2005 2006 2007 2008 as of July 2009
OCR 4,360 406 291 542 550 1,249 479
ADF 4,747 233 273 248 440 625 322
Total 9,107 639 564 790 990 1,874 801

A record lending program in 
2008 included $1.9 billion in 
disbursements and $1.0 billion  
in newly approved assistance
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with the bulk of these supporting development 
initiatives in energy, finance, and transport. 
These projects attracted $684 million of 
co-financing from official and commercial 
sources. ADB provided $721 million worth of 
loans, equity and guarantees to the private 
sector. In addition, 24 technical assistance 
(TA) projects worth $60 million are under 
implementation. 

As Pakistan’s biggest multilateral development 
partner, ADB assisted the government in 
undertaking critical economic and governance 
reforms in the last decade that contributed to 
steady economic growth and boosted spending 
on poverty reduction programs. ADB works 
jointly with other development agencies such 
as the World Bank, the private sector, and 
nongovernment organizations to improve 
infrastructure, energy security, and basic public 
services—programs that have raised millions of 
people from grinding poverty.

Sector Distribution of 
Active Loans in Pakistan  

(as of May 2009)

Total value of loans = $5,342 million

Source: ADB staff estimates.

 Energy and Natural Resources
 Finance and Public Sector Management
 Transport and Communications
 Urban Services (water supply and sanitation)
  Others (education, health, trade and industry,  
and multisector) 

$1,563 million, 
29%

$1,331 million, 
25%

$1,219 million, 
23%

$201 million, 
4%

$1,028 million,  
19%
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ADB’s Contribution to 
Development and  
Poverty Reduction

ADB support in various sectors is most clearly 
seen in the number of people whose lives 
have been improved. Between 2004 and 
2008, ADB-supported projects helped build 
or upgrade more than 88,000 classrooms 
and trained more than 145,000 teachers, 

benefiting nearly 4 million students. In energy, 
ADB assistance resulted in an increase of about 
1,500 megawatts (MW) of power generation 
capacity and the installation or upgrading 
of 450 kilometers (km) of transmission lines, 
which brought electricity to about 1.6 million 
households. In transport, ADB helped build 
or upgrade nearly 1,000 km of roads and 
highways, benefiting more than 2 million 
people. In water supply and sanitation, ADB 
programs resulted in 5,900 km of water supply 
pipes installed or upgraded to bring clean 
water to more than 161,000 households. In 
finance, ADB supported microfinance loans to 
help nearly 400,000 borrowers start their own 
businesses or improve existing ones.

Power to the People
Critical to economic growth—and the most 
pressing need in Pakistan today—is energy. 
Despite wide-ranging power sector reforms, 
Pakistan still has one of the lowest levels of 
per capita power consumption and energy 
efficiency in the world. For each dollar of 
gross domestic product, Pakistan uses 15% 
more energy than India and 25% more than 
the Philippines. Energy wastage and acute 
shortage are a high cost to the business and 
consumers as well as a cause of social unrest. 
The Government has developed a roadmap 
for reforms and investments. ADB is focusing 
on supporting energy security and efficiency 

Development Outputs from  
ADB-Supported Projects in Pakistan

Sector
Outputs Achieved 

2004–2008

EDUCATION

Classrooms built or upgraded (number) 88,527

Teachers trained (number) 145,578

Students benefiting (number) 3,982,347

ENERGY

Installed power generation capacity 
(MW)

1,450

Transmission lines installed or upgraded 
(km)

453

New households connected to electricity 
(number)

1,571,664

Greenhous gas emission reduction  
(tons CO2 avoided/year)

6,878,749

TRANSPORT

National highways, provincial, district, 
and rural roads built or upgraded (km)

963

Beneficiaries from road projects 
(number)

2,200,000

WATER SUPPLY AND SANITATION

Water supply pipe installed or upgraded 
(km)

5,886

New households connected to water 
supply (number)

161,292

FINANCE

Microfinance loan accounts opened 
(number)

393,965

Microfinance loans provided ($ million) 96

Source: ADB staff estimates.

ADB support in various sectors  
is most clearly seen in the 
number of people whose lives 
have been improved
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activities and assisting in clean energy 
development initiatives, emission reductions 
through the use of the Carbon Market Initiative, 
and the introduction of technology to mitigate 
environmental impacts. ADB is working with 
other partners in this and other energy areas 
and is a major source of external investment 
in the nation’s energy sector, providing about 
one-third of the country’s total finance to 
hydropower projects, gas-fired power plants, 
energy efficiency programs, and innovative 
clean energy initiatives.

Putting the Private 
Sector Back into 
Energy
The government’s medium-term development 
framework clearly mandates ADB to promote 
the role of the private sector as a driver of 
investment, growth, and employment. Pakistan 
is already one of the largest recipients of ADB 
private sector development assistance, with 
almost $720 million of equity investment, 
loans, and guarantees. Power and energy 
infrastructure projects are among ADB priorities 
for private sector operations.

Rising on the arid plains at Daharki in Sindh 
Province, a 171 MW private sector combined-
cycle power plant that uses the country’s 
natural gas will feed power into the national 
grid in 2009. “This plant has a guaranteed 
25-year supply of low heat value natural gas 
at a fixed price, which has no other economic 
use, supplied via a 15 km pipeline from 
Mari gas field,” says Wasim Rehman, project 
manager of the Foundation Power Company 
(Daharki). At the height of construction the 
project employed 2,000 local workers. At a 
cost of $200 million, Daharki will be the first 
gas-only plant developed under Pakistan’s 
2002 power policy, with ADB approving an 
equity investment of up to $2.75 million in the 
project’s holding company and guaranteeing 
a $57 million loan. The Daharki Power Project 
will not only give Pakistan’s power consumers 
additional low-cost power and reduce exposure 
to volatile international oil prices, but will 
also act as a model to attract future private 
sector investment. The plant’s gas turbine, 
heat recovery steam generator, steam turbine, 
and natural gas fuel place it among the most 
environment-friendly of thermal power plants. 

Clean Power to  
Benefit All
Pakistan has tremendous potential for clean 
hydropower generation, and ADB has played a 
major role in its development. One ADB co-
funded hydropower project has proven mega 
projects can be environmentally responsible 

The Daharki Power Project The power plant’s electrical control room

Power and energy infrastructure 
projects are among ADB 
priorities for private sector 
operations
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and beneficial to all, not just to electricity 
consumers.

When Technical Deputy Director Nayyar 
Alauddin and Project Chief Engineer Purdil 
Khan Shinwari walk the gallery of five giant 
underground generators at the Ghazi Barotha 
hydropower plant, which was jointly financed 
by ADB, World Bank, European Investment 
Bank, Islamic Development Bank, and Japanese 
and German funding agencies, they are rightly 
proud of what they have accomplished for 
their energy-hungry nation: the plant produces 
1,450 MW of clean power, enough for the 
needs of 1.5 million Pakistanis. When Salim 
Bhadur looks out on the waters swirling down 
the world’s longest concrete-lined channel 
diverting the Indus River at Ghazi to the power 
plant’s turbines at Barotha 52 km away, he does 
not see an exploitative scar across ancestral 
land but a project that has raised thousands 
of local people like him out of rural poverty 
and brought jobs, better social conditions, 
and equitable settlements to more than 
36,000 affected households. “Instead of being 
affectees we are beneficiaries of this project,” 

he says. Salim is a local director elected by 
his village to the board of directors of Ghazi 
Barotha Taraqiati Idara (GBTI), a unique project-
dedicated nongovernment organization set up 
at the hydropower project’s inception in 1995 
to ensure the participation and consultation of 
local residents. 

Located 100 km from Islamabad in northwest 
Pakistan, the Ghazi Barotha Hydropower Project 
began commercial operation in May 2004. With 
the Water and Power Development Authority 
of Pakistan acting as the executing agency, 
4,309 hectares of private land was acquired 
across three districts in the North-West Frontier 
and Punjab provinces. With the participation of 
community representatives, GBTI helped resolve 
land compensation and resettlement issues 

Engineers Shinwari and Alauddin inspect generator no. 3

One ADB co-funded hydropower 
project has proven mega 
projects can be environmentally 
responsible and beneficial to all, 
not just to electricity consumers

ADB’s Contribution to Development  
and Poverty Reduction
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and completed 422 infrastructure schemes 
that benefited more than 40,000 households. 
Construction provided employment for 10,000 
local people, with GBTI providing vocational 
training to 8,000 men and women for positions 
such as heavy equipment operators and 
electricians. This skills training continues today 
as one of many social legacies of the project, 
which has significantly reduced poverty among 
rural dwellers. Says engineer Nayyar Alauddin, 
“People who give up their land and homes 
for the good of the country should always be 
better off for making such a sacrifice.” 

Improving Living 
Standards
While assistance in education, nutrition and 
health, and water supply and sanitation 
has formerly been provided through stand-
alone projects, in 2003 ADB started offering 
assistance directly to local governments 
through devolved social services programs 
administered through a dedicated unit at the 
Pakistan Resident Mission. This multisector 
assistance puts more resources in the hands 
of local governments while strengthening the 
planning and implementation capacity of local 
institutions. 

In Punjab, funding for improving health 
care services is helping the province meet 
Millennium Development Goals (MDGs) by 
reducing maternal and infant mortality rates. 
These programs could potentially save the lives 
of up to 11,000 women and 235,000 infants 
by 2015, compared to a scenario without such 
support, says Rie Hiraoka, senior social sectors 
specialist for ADB’s Central and West Asia 
Department.

In Punjab, funding for improving 
health care services is helping 
the province meet Millennium 
Development Goals by reducing 
maternal and infant mortality 
rates

The Sindh provincial government undertook 
wide-ranging reforms of social sectors with ADB 
providing support through the $220 million 
Sindh Devolved Social Services Program, 
which helps local government by focusing on 
improved social services for the poor, especially 
women and children. 

Water and Sanitation:
New Life for Athar
As generations of women have done before 
her in the furnace heat of the dry season, 
Sughra Yasmeen sat waiting for hours with up 
to 60 other village women for fetid, greenish 
water from a shrinking waterhole to seep into 
tube wells, and then carried it home on her 
head. In drought years, villagers of Athar often 
fought over the last dregs of water, which was 
so contaminated it sickened all who drank it. 
“The bellies of our children swelled up and 
some died from diarrhea. Many of us suffered 
from constant kidney and skin problems,” says 
70-year-old Nisar Ahmed. But on the plains of 
Punjab Province, 7 km from the nearest river, 
there was no other choice for the farming 
community of 6,000.

Mohammed Ishaq shows how to read a water meter
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ADB-funded water station in Sindh Province

Nisar remembers well the day in 2005 that 
strangers called a meeting at their mosque. 
Through the ADB-funded Punjab Community 
Water Supply and Sanitation Sector Project, 
they said that for 2% of the cost and an 
investment in material and time the village 
could have clean water and sanitation. 

At the project offices in Lahore, Project Officer 
Salman Yusuf explains that the province is 
Pakistan’s most populous and poorest, with an 
estimated 63 million rural dwellers, of which 
only 40% have a clean water supply and 44% 
have sanitation facilities. “The goal of the 
project was to reduce poverty and improve 
living conditions in communities like Athar,” 
he says. The $50 million project was financed 
with an ADB loan of $37.9 million under the 
overall framework of the government’s poverty 
reduction strategy and outlined in the 10-year 
Perspective Development Plan 2001–2011. More 
than 2.6 million rural dwellers in 500 villages 
now have clean water due to the project.

The people of Athar now run and maintain the 
electric pumps that deliver clean river water 

to a pair of overhead storage tanks that pipe 
water to every house tap and flush toilet. To 
ensure each pays their share, 762 water meters 
were installed, with the revenue covering 
maintenance. Says Project Officer Salman Yusuf, 
“We provided 699 villages with libraries and 
books related to health issues and villagers have 
learned bookkeeping, health, and hygiene, 
so this project is achieving a number of MDG 
goals, not just water-related.” Now relieved of 
the burden of collecting water, women have 
started their own home-based businesses in 
areas such as poultry and weaving. Sughra 
Yasmeen is now the secretary of the women’s 
community organization. Village girls are 
now in school using their heads for learning 
instead of carrying. Money is being saved on 
health care as people are no longer sickened 
by waterborne diseases. And there is no more 
fighting over water. Says Nisar Ahmed, “This 
project has given new life to our people.”

Education for All
“She is our top student,” proudly says Sukkur 
Middle School teacher Manzoor Ali Abbasi, 42, 
as 13-year-old eighth grader Hajra stands and 
confidently answers a math question none of 
the boys in her class know. “None of the girls 
here would have gotten past grade 5 without 
the Middle School Project,” he says.

Although the percentage of literate females 
increased to 65% in 2006, up from 51% in 
1991, Pakistan’s current progress on gender 
parity in primary education is rated by ADB as 
slow and off-track. In 1992, the government 
requested $78 million in ADB assistance to 
expand and improve middle school education 
in three provinces, including Sindh, especially 
encouraging attendance for poor rural girls like 
Hajra by offering stipends for girls in grades 6–8 
and increasing the number of qualified teachers 
in rural and urban slums. Sukkur Middle School 

Pakistan’s current progress 
on gender parity in primary 
education is rated by ADB as 
slow and off-track

ADB’s Contribution to Development  
and Poverty Reduction
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Principal Soomar Khan Memom points out that 
before the Middle School Project his school 
was only for primary students up to grade 5. 
“With renovated classrooms, new desks, 
books, toilets, and more staff, we were able to 
enroll 70 new students, mostly girls,” he says. 
Along with more than 15,000 other teachers 
in the project, Manzoor attended a 4-week 
training course, acquiring new skills that made 
him a better teacher. “Before, I used only the 
blackboard, but now the students work in 
pairs and teaching is interactive so they learn 
much more,” he says. Another impact of the 
program at Sukkur is mixed classes like Hajra’s, 
which foster gender equity by developing a 

more inclusive attitude toward girls among 
young males. At the project’s completion in 
March 2004, 70,452 students had benefited 
and 609 primary schools had been upgraded, 
including 331 girls' schools, giving thousands  
of bright young girls like Hajra the opportunity 
for a better education.

Transport—Building 
the Nation’s Lifelines
Pakistan’s trade competitiveness is limited by 
its high internal transportation costs, which 
make up more than 65% of total trade costs, 
compared with 47% in India. With roads 
carrying 91% of all passenger traffic and 96% 
of all freight traffic, the road network needs 
to be expanded and overhauled. To address 
this, an ADB multitranche financing facility to 
support the government’s flagship National 
Trade Corridor Highway Investment Program 
is helping Pakistan improve key sections 
of the roadway system and cope with the 
infrastructure deficit in this vital sector. This will 
enable export firms to be more competitive by 
reducing transportation costs and travel time. 

4-week course improved the skills of teacher Manzoor Ali

Hajra and a classmate at Sukkur Middle School
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ADB projects that by 2017, road travel time 
between Peshawar and Karachi will be halved to 
36 hours from the 2006 time of 72 hours. 

Road Out of Poverty
It took 12 hours by donkey cart on a rutted, 
muddy track for rice farmer Mohammad Khan 
to get his crop from his village of Arab Nohn, 
in Sindh Province, to the market in Golarchi, 
just 4 km away. In the wet season, the track 
became impassable and marooned farmers’ 
crops rotted before they could get them to 
market. Sick or injured family members were 
carried to the clinic on Mohammad’s back. He 
is happy those days are behind him; he now 
gets his crop to market by truck in 20 minutes 
on a new ADB-funded link road, part of the 
Sindh Road Sector Development Program that 
has improved 1,200 km of rural access roads in 
areas with high levels of poverty, rehabilitated 
164 km of important provincial highways, and 
strengthened the provincial Works and Services 
Department to better manage improved roads. 

ADB is currently the largest donor agency 
providing assistance to Sindh aimed at poverty 
reduction and rural development. With ADF 
funding of $75 million matched by $75 million 
OCR, road sector reform in the province 

An ADB-funded national highway cut transport costs

ADB is currently the largest 
donor agency providing 
assistance to Sindh aimed at 
poverty reduction and rural 
development

ADB’s Contribution to Development  
and Poverty Reduction

Mohammad Khan
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incorporated social development, environmental 
management, and poverty reduction into road 
infrastructure development. “A lot of effort 
was put into not disturbing communities,” 
says Project Manager Peter Christensen. For 
heavily populated areas bypasses were built 
so fewer people needed to be resettled. Rural 
access road alignments were changed to save 
houses, and retaining walls and channels were 
built to avoid villages. About 3,000 bridges 
were built to provide access over the province’s 
vast canal irrigation system. The project has 
improved the lives of 1.9 million people, with 
settlements increasing income through traffic 
growth from oil tankers and coal trucks, farmers 
receiving higher profits from efficient transport 
of produce to market, and residents enjoying 
better access to social and health services and 
education. 

Emergency Response—
Building Back Better 
“Our house, farm, livestock, we lost everything 
in the earthquake,” says Shahda Maqsood. 
More than 3.5 million others like Shahda and 
her family of five were left destitute by the 
massive earthquake that struck the Azad Jammu 
and Kashmir (AJK) region and North-West 
Frontier Province on the morning of 8 October 
2005, taking an estimated 80,000 lives. ADB 
responded with $1 billion loans and grants to 
the Pakistan Earthquake Fund and implemented 
the Earthquake Emergency Assistance Project. 
This was done in cooperation with Australia, 
Belgium, Norway, and Finland, whereby the 
contributions from Belgium and Norway were 
made available through “debt-for-development 
swaps.”

In July 2007, a second ADB emergency 
assistance loan, the $400 million Earthquake 
Displaced People Livelihood Restoration 
Program, aimed to support the Government 
of Pakistan’s reconstruction and rehabilitation 
of houses to make them earthquake resistant. 
This multisector program provided displaced 
people with compensation or direct payments 
to buy materials and reconstruct their own 
houses, with training in construction and 
subsidies provided through the Earthquake 
Reconstruction and Rehabilitation Authority 
and its provincial branches. The program 

Rural access road alignments 
were changed to save houses, 
and retaining walls and channels 
were built to avoid villages

Homeowner works on his house in Rara Village Villagers meet to discuss rebuilding progress



11

Shahda in her ADB-funded wheat field

also supported gender equity and inclusive 
social development, enabling Shahda and her 
neighbors to start raising chickens to earn 
money and planting small wheat fields to 
make them self-sufficient in providing bread 
for their families. As head of her women’s 
community organization, once a week Shahda 
goes to the local branch of Habib Bank from 
her new resettlement area near the village of 
Rara to deposit the money she and the other 
22 women in her group have earned from their 
home-based ventures. “For the first time we 
are contributing to our family’s income,” says 
Shahda. “Without the help of this program we 
would still have nothing but our clothes.”

Finance: Banking on 
the Poor
ADB efforts in the finance sector in 2008 
included assisting the urban and rural poor to 
improve their livelihoods through microlending 
and the creation of microfinance banks; 
improved small and medium-sized enterprises 
loans and equity financing; and improved 
banking systems, capital markets, and 
insurance. Enhanced regulatory frameworks 
included anti-money-laundering regulations and 

Small vendors are benefiting from ADB-funded microfinance initiatives

increased use of best practices and international 
standards in accounting and auditing. Initiatives 
such as the Financial Markets and Governance 
Program raised proficiency among market 
participants by establishing the Pakistan 
Institute of Corporate Capital Markets. 

In May 2009, ADB signed a trade-financing 
agreement with 11 banks in Pakistan to bolster 

ADB’s Contribution to Development  
and Poverty Reduction
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export and import activities and help restore the 
health of Pakistan’s economy at a time when 
trade finance around the world has dried up as 
banks shy away from lending. The agreements 
are part of ADB’s Trade Finance Facilitation 
Program.

ADB quickly processed, approved, and 
disbursed the flagship $500 million Accelerating 
Economic Transformation Program (AETP) 
to support key structural reforms in energy, 
agriculture, and finance. It also committed 
to three loans for supporting provincial fiscal 
and financial management reforms, help meet 
MDGs, and revitalize rural growth. Responding 
to the global economic and financial crisis, 
in June 2009, the ADB Board of Directors 
approved AETP2, an additional $500 million to 
assist the government with its macroeconomic 
stability efforts and cushion the impact of 
skyrocketing global fuel and food prices. 

The microfinance sector in Pakistan is vibrant 
and growing. The number of microcredit 
clients increased more than 40% between 
December 2006 and December 2007 to more 
than 1.5 million clients, but it speaks loudly 
of the number of unbanked when the total 
demand is estimated at 30 million potential 
clients. Approved in March 2006, the Access 
to Financial Services Project is part of an ADB 

effort to bring microfinancing and other badly 
needed services to the poor. Funded with 
$300 million OCR, $20 million from ADB’s 
concessional ADF, and a $2 million TA grant 
from the Government of Japan, the program 
reduces poverty by building a more inclusive, 
competitive, and efficient finance sector; 
stimulating economic growth; and ensuring 
access to financial services at competitive prices 
for poor and low-income households and their 
microenterprises. The government has made 
microfinance a key theme in its Medium-Term 
Development Framework 2005–2010, and, 
with ADB assistance, has removed bottlenecks 
and constraints to the growth of microfinance 
institutions. Public–private partnerships are 
being expanded through the program to create 
reliable business and credit systems and fast, 
lower-cost remittance services by commercial 
banks for millions of overseas workers.

ADB quickly processed, 
approved, and disbursed 
the flagship $500 million 
Accelerating Economic 
Transformation Program to 
support key structural reforms in 
energy, agriculture, and finance
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Operational Effectiveness: 
Improving Efficiency  

and Performance

Learning from 
Experience
Much has been learned from the unsuccessful 
interventions. From 1995 to 2009, ADB 
evaluated 74 programs and projects using 
inputs from executing agencies. Of these, 42 
were rated generally to highly successful, 28 
partly successful, and 4 unsuccessful.

The National Drainage Sector Project, 
approved in 1995, aimed to improve the 
country's crumbling irrigation and drainage 
infrastructure. However, the project design 
was overly complex and ambitious, with some 
unfeasible technical solutions and proposed 
institutional reforms too radical for effective 
implementation. After extensive delays, the 
project was finally closed in December 2006, 
11 years after approval, with just $25 million  
of the $140 million loan used. 

Another unsuccessful project was the Financial 
Sector Intermediation Loan, approved in 1995 
to support the government's finance sector 
and capital market reforms by providing a 
credit line of $100 million together with a 
TA grant. The government was to relend the 
loan proceeds to nine financial institutions, 
which would then lend the money to private 
companies to meet their foreign exchange 
needs. However, with only 25% of the money 
disbursed, the rest of the loan was cancelled. 
While some unforeseen events may have 
contributed to this failure, the main reasons 
suggested by ADB’s Independent Evaluation 
Department included poor due diligence 
during project preparation, diffused project 
design, cumbersome access procedures, 

and inadequate monitoring of fraudulent 
practices by some beneficiary private financial 
institutions during project implementation.

Lessons learned from such unsuccessful 
efforts help ADB improve technical design 
and processes for future projects. ADB also 
recognizes the need to improve day-to-day 
project monitoring and supervision to resolve 
issues, rather than relying on loan review 
missions once or twice a year. Strategically, 
ADB is also increasing effectiveness by 
concentrating resources on sectors and 
projects in which it has proven to be highly 
successful. 

Improved Portfolio 
Management
ADB has been improving the overall country 
portfolio performance through its quarterly 
and annual country portfolio review jointly 
conducted with the government. This 
helped weed out poorly performing projects, 
restructure and rectify slow-moving projects, 
and prevent automatic extensions of their loan 
closing dates. ADB also has encouraged more 
frequent project field visits to identify and 
resolve problems at early stages. The active 
loan portfolio has been gradually reduced  

ADB is also increasing 
effectiveness by concentrating 
resources on sectors and 
projects in which it has proven  
to be highly successful
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from a high of 82 in 2006 to 47 as of 
31 July 2009, creating a more manageable 
portfolio well within the resources of both 
the government and ADB. Efforts to increase 
project readiness and avoid or minimize project 
start-up delays include advance procurement 
action and safeguard compliance. Other 
improvements are seen in a dramatic reduction 
in the number of loans taking longer than 
90 days from signing to becoming effective—
from 40 in 2005 to 23 in 2009, with the 
average time from approval to effectivity 
for all loans dropping from 5.5 months to 
4.1 months in the same period. 

In April 2008, ADB pioneered a joint venture 
approach between ADB headquarters and the 
Pakistan Resident Mission (PRM). The main 
features include

forming joint teams comprising both PRM 
and headquarters staff for each project;
establishing a unified country portfolio, 
without projects being distinguished as 
“delegated” or “not delegated” to the PRM;
a single, specialized focal point at the 
resident mission to assist the client with 
sector-specific technical matters;
conducting joint project review missions 
with participation by both PRM and 
headquarters team members; and
creating a better field-level platform for 
services such as safeguards and contracting 
services.

•

•

•

•

•

The joint venture approach makes the best use 
of PRM capabilities and the technical expertise 
of headquarters to help maintain consistent 
portfolio administration within the country, and 
facilitate the sharing of best practice. Positive 
results include better use of staff resources, 
greater team spirit, and increased operational 
efficiency and responsiveness. The model has 
proven so successful that it was expanded to 
all Central Asian developing member countries 
in 2009, and is now being rolled out to all 
resident missions in Central and West Asia.

Efficiency Gains 
Through Multitranche 
Financing Facility
The Multitranche Financing Facility (MFF) is 
ADB’s new lending modality that meets clients’ 
needs for long-term and flexible financing, and 
can dramatically cut down transaction costs. 
MFF applied in the energy and transport sectors 
has allowed continuous policy dialogue with 
the Government as well as flexible financing 
of projects as and when they are ready. The 
tranche payments give incentives for achieving 
reform milestones. The strict adherence to 
project readiness filters has helped reduce 
implementation delays and the associated 
charges.
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Future Challenges 
The current global recession, hard on the heels 
of food, commodity, and oil price shocks and 
an ongoing array of domestic and security 
challenges, now clouds Pakistan’s economic 
future and is severely straining poverty 
reduction efforts. The economic downturn 
will cut Pakistan’s growth by slowing gross 
domestic product to 2.0% in 2009 according 
to Asian Development Outlook Update 2009, 
which stresses that structural weaknesses 
in the economy must be overcome to avoid 
boom and bust cycles and reduce dependence 
on external inflows. A responsive fiscal stance 
that addresses the need for building critical 
infrastructure and investing in health and 
education is also needed. As Pakistan faces 
difficult times ahead, ADB assistance is more 
crucial than ever if hard-won ground in the 
country’s battle against poverty is not to be 
lost. 

To tackle these future challenges, ADB and 
the Government of Pakistan have designed 
a major new strategic partnership aimed at 
promoting inclusive and sustainable economic 
growth through structural reforms and 
investment in the energy and infrastructure 
sectors. Endorsed by the ADB Board of Directors 
in March 2009, the Country Partnership 
Strategy (CPS) 2009–2013 provides for a 
$4.4 billion lending program that aligns with 

the government's goals of facilitating structural 
change, promoting investment, and improving 
institutional effectiveness. Leading on from 
Pakistan’s CPS 2006–2008, and in line with 
ADB’s Strategy 2020, the current CPS 2009–
2013 aims to catalyze structural change and 
improve economic competitiveness. The CPS 
focuses on the main strategic areas of

energy, transport, and irrigation facilities;
assistance to reduce market distortions and 
institutional bottlenecks;
improve public financial resource 
management, develop the private sector, 
and bring about structural transformation; 
and
urban services including interventions in 
cities and secondary towns to improve basic 
services such as water, wastewater, waste 
management, and urban transport.

ADB will also continue to provide assistance for 
health; industry and trade, and law; economic 
management; and public policy—sectors that 
support key ADB development themes of 
gender equality, private sector development, 
and good governance.

The CPS will support Pakistan's fight against 
poverty and its pursuit of prosperity by tackling 
constraints to inclusive economic growth. 
Supporting the government's reform agenda 
and improving the energy, transport, and 
urban infrastructure will help reduce the cost of 
doing business and strengthen the underlying 
competitiveness of the economy.

Photography by James Hutchison.

For more information, please visit www.adb.org/Pakistan/
or contact Rune Stroem, Country Director, Pakistan Resident 
Mission (rstroem@adb.org).

•
•

•

•

ADB and the Government of 
Pakistan have designed a major 
new strategic partnership aimed 
at promoting inclusive and 
sustainable economic growth 
through structural reforms and 
investment in the energy and 
infrastructure sectors
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As Pakistan’s biggest multilateral development partner, ADB has assisted the Government 
of Pakistan in undertaking critical economic and governance reforms in the last decade, 
which contributed to steady economic growth and boosted spending on poverty 
reduction programs. Pakistan became a founding member of ADB in 1966, and since then 
has become ADB’s largest recipient in both number of loans and volume of assistance 
received—over $19.8 billion in loans to fund development from hydroelectric projects to 
banking for the poor, with about $14 billion disbursed as of the end of 2008. A record 
lending program in 2008 included $1.9 billion in disbursements and $1 billion in newly 
approved assistance.

About the Asian Development Bank

ADB’s vision is an Asia and Pacific region free of poverty. Its mission is to help its 
developing member countries substantially reduce poverty and improve the quality of life 
of their people. Despite the region’s many successes, it remains home to two-thirds of the 
world’s poor: 1.8 billion people who live on less than $2 a day, with 903 million struggling 
on less than $1.25 a day. ADB is committed to reducing poverty through inclusive 
economic growth, environmentally sustainable growth, and regional integration.

Based in Manila, ADB is owned by 67 members, including 48 from the region. Its main 
instruments for helping its developing member countries are policy dialogue, loans, equity 
investments, guarantees, grants, and technical assistance.
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