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Newslet ter of the Pakistan Resident Mission of  the Asian Development BankJ u l y 2 0 0 2

Over the last thirty years the partnership 
between the Asian Development Bank (ADB) 
and Pakistan has provided a sound basis for the 
involvement of the Bank in the socioeconomic 
developments of the country. Within the 
context of the major social and political 
changes Pakistan has witnessed over the last 
few decades, the ADB has consistently 
reviewed its operational strategy in Pakistan to 
ensure that it meets Pakistan's development 
and social needs in critical times. The new 
Country Strategy and Program (CSP) for the 
next five years reflects the Bank's operational 
strategy for reviving growth and alleviating 
poverty in Pakistan.  As detailed in the CSP, in 
the medium term ADB will focus on activities 
that promote macroeconomic stability and lay 
the basis for higher long term economic 
growth, including bringing about major 
governance reforms, promoting growth in 
labor intensive sectors to promote employment 
opportunities, particularly for those most 
vulnerable to the slowdown in the economy, 
and improving the delivery of basic public 
services with a view to bringing about long 
term improvements in Pakistan's social 
indicators.  Thus, the key areas of ADB 
assistance have been defined around the 
strategic priorities of good governance, 
sustainable pro-poor growth, and inclusive 
social development.

The first loan provided by ADB to Pakistan 
was in 1968.  As of 31 December 2001, ADB's 
cumulative assistance to Pakistan in the form of 
public sector loans totaled some $11.45 billion, 
of which $8.0 billion had been disbursed.  
About 55 percent of total assistance from ADB 
to Pakistan has been from the Bank's soft 
window, the Asian Development Fund (ADF). 

As of 31 December 2001, the sectoral 
composition of ADB's assistance to Pakistan 
was as follows:

O v e r v i e w

ADB Lending by Source of Funds
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29 percent each for the agriculture and energy sectors, 15 
percent for industry and transport sectors, 14 percent for 
the financial sector and 10 percent for social sector 
development while the balance was for multisector 
projects.   ADB's annual lending to Pakistan over the past 
three years has averaged about $689 million. 

ADB was quick to realize that the Government's 
structural reform agenda introduced after October 1999, 
was liable to suffer a severe setback after the events of 
September 11 2001, and the Bank's response reflected its 
commitment to partially mitigate the negative impacts of 
the regional conflict on Pakistan's economy.  ADB's 2001 
loan program for Pakistan was raised from $626 million 
to $957 million.  This was in addition to $100 million 
provided for emergency drought assistance from loan 
savings.  The 2002 loan program consists of $885 million 
for six firm projects, with a further $250 million for two 
standby projects, thus bringing potential total lending to 
Pakistan to $1.135 billion.

ADB appreciates and supports the difficult economic 
reform measures that are being undertaken by the 
Government. The adjustment costs of these reforms are 
significant and to this end ADB has provided quick 
disbursing assistance to mitigate the costs. 

Sectoral Composition of ADB Lending 

to Pakistan (as of Dece mber 31, 2001)
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CD PRM visiting a cement manufacturing facility.
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Specifically, the Project, which is expected to be completed in December 
2007, will improve quality of services by providing in-service training, 
essential equipment and supplies and increase access to the rural poor by 
raising the number of family health workers and upgrading emergency 
obstetric care services. The Project will strengthen provincial directorates 
and training institutions for reproductive health, improve district planning 
and management capacity and help decentralize responsibilities to the 
district levels.  Executing agencies are the Ministry of Population 
Welfare, Ministry of Health, and the health departments of the four 
provinces covered by the project.

In December 2001, ADB approved a loan of $200 million for the Road 
Sector Development Program, which consists of a $50 million policy loan 
to support national reforms and a $150 million investment loan for a 
Provincial Sector Development Project. The policy loan will help the 
national road agency deliver services more effectively. It will rationalize 
staffing, develop standard operating procedures and enhance staff 
accountability in project management. It will also encourage investment 
based on economic principles, self-financing maintenance, and an 
approach to road safety that includes raising public awareness.  The 
investment component will improve 164 km of provincial highways and 
1,200 km of rural access roads in the Sindh province. This rehabilitation 
will enhance communications between farm communities and market 
centers, as well as provide much-needed access for villagers to education 
and health facilities, and job opportunities in urban areas.  The Program is 
taking a sequential approach, starting with Sindh province and benefiting 
other provinces later.  The Program is scheduled for completion in 2007.R e p r o d u c t i v e H e a l t h P r o j e c t

Road Sector Development Program

The aim of the $20.8 million North-West Frontier Province Urban 
Development Sector Project, approved in November 2001, is to 
improve the capacity of local governments to provide, operate, 
and maintain essential services. In line with the government's 
decentralization program, it will expedite policy reforms and 
finance high-priority basic infrastructure schemes involving 
water supply, sewerage and sanitation, drainage, solid waste 
management, and local access roads.  The project has two main 
components: (i) urban development, including infrastructure 
improvements and community development and participation; 
and (ii) institutional development, including municipal finance 
capacity building.

The key objectives of the Project are to: (i) demonstrate effective 
interventions in urban services management that can be 
replicated; (ii) stimulate a progressive shift of responsibilities to 
urban local governments for financing and management of urban 
services; and (iii) improve the capabilities for management and 
resource mobilization of urban local governments.

The Project will better the living conditions of about 400,000 
residents by enhancing the quality of life, improving the 
environment, and creating conditions conducive to sustained 
urban development and economic growth. It will support 
improvements to local government capacity by improving their 
financial and operational management and planning, including 
local resource generation. Slow urban sector development is 
resulting in uncontrolled urban sprawl; deteriorating urban 
environments; and deficiencies in all forms of urban services. The 
lack of urban planning, land-use control, and construction 
regulations in most urban centers in NWFP have resulted in 
unplanned, ad hoc town developments, and the emergence of 
many slums.

ADB is financing 69 percent of the total project cost, while the 
NWFP government and urban local governments are financing 
the balance. The ADB loan is from its concessionary Asian 
Development Fund with a repayment period of 32 years, 
including a grace period of 8 years. 

The executing agency for the project is the NWFP government 
through the Local Government, Elections and Rural 
Development Department. The project is scheduled for 
completion in December 2007.

N W F P U r b a n D e v e l o p m e n t P r o j e c t 

Pakistan is the seventh most populous nation in the world and its 
population growth rate of 2.3 percent a year is negating the impact 
of development. Although the fertility rate is falling, the 
Government wants to accelerate the decline. The Government 
also wants to increase efforts to reduce maternal and infant 
mortality rates, which are among the highest in Asia.

ADB approved a loan of $36 million for the Reproductive Health 
Project in December 2001 which will expand the Government's 
family planning and maternal and child health services in 34 
poorest and under-served districts in the four provinces of Punjab, 
Sindh, North-West Frontier Province, and Balochistan. 
Significantly, these services will be integrated into a modern 
reproductive health approach which, under the devolved set-up 
and with strong community participation, is expected to be more 
acceptable and have more impact.
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Snapshots of Key ADB Projects in Pakistan 

The Agriculture Sector Program Loan II, 
approved in December 2001 for an amount of 
$350 million, will help small-scale and marginal 
farmers improve productivity and profits. It will 
bring in reforms to promote more efficient 
markets for commodities, including wheat, 
cotton, rice, sugar, fertilizer, and seeds. It will 
also strengthen support for small-scale farmers 
with improvements in extension services and 
training, more emphasis on research, and the 
enforcement of regulations to improve quality 
control.  The role of the private sector in areas 
such as supply and marketing will be expanded 
by  deregu la t ion ,  l ibe ra l i za t ion ,  and  
privatization. Importantly, subsidies for wheat 
will gradually be dismantled and the savings 
used for programs to help small farmers and the 
landless poor.  

Agriculture Sector Program Loan-II
ADB assistance of $350 million, approved in December 2001, supports the Government's 
Access to Justice Program, which will strengthen legal protection for all, and is specifically 
designed to empower the poor and other vulnerable groups.  The ADB package includes a 
US$20 million technical assistance loan to translate the Program's legal and policy framework 
into institutional and organizational arrangements.

The Access to Justice Program will enable the poor to exercise their rights guaranteed under the 
law and to protect their property from being taken away by the bureaucratic or political elite. It 
will promote awareness campaigns about legal rights in a simplified version of the national 
language, Urdu. It will also provide, through a legal empowerment fund, free legal advice and 
advocacy for the poor by civil society groups, including lawyers and NGOs. The prohibitive 
cost of such services deprives the poor of protection. For women, the Program will promote 
affirmative opportunities to encourage the appointment of women judges and provide training 
courses in gender sensitization for the judiciary and the police.

A c c e s s t o J u s t i c e
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ADB approved a loan of $30 million for the project in 
September 1992.  The project closed in February 2001.  The 
Project's major objective was to improve the economic, 
social and nutritional well-being of the rural population, 
including women in rain fed farming areas of North-West 
Frontier Province (NWFP).

The Project consisted of five components: (i) strengthening 
of a range of agricultural support services; (ii) expansion and 
improvement of physical and social rural infrastructure 
including 20 irrigation and 10 potable water systems, and 
about 90 km of roads; (iii) engagement of NGOs to establish 
village organizations, and women's organizations to plan, 
execute and manage small scale, village-level investment 
schemes; (iv) provision of a credit line to provide production, 
development and cottage industry loans to individuals, and 
groups of small farmers, landless persons and women; and 
(v) establishment of a Barani Development Office (BDO) to 
coordinate Project implementation and plan future barani 
development programs.

The Project resulted in the establishment of a Barani 
Agricultural Research Station.  It also succeeded in 
significantly strengthening of agricultural extension 
activities, upgrading of Fruit and Vegetable Development 
Board (FVDB's) nursery and establishment of a new fruit 
nursery in addition to establishment of 237 farmer nurseries, 
238 community nurseries, and 97 ha of nurseries for Galis 
Guzara forest, under the forestry component.  The Project 
also funded the construction/improvement of 21 irrigation 
schemes, 13 water supply systems, and upgrading of 110 km 
of roads.  The Project was implemented by organization and 
strengthening a number of community organizations, 
including 453 women organizations.  Under the credit 
scheme launched through the Project, a total of Rs 307.4 
million were extended as credit to 9,519 beneficiaries.

In December 2000, ADB approved further assistance of $50 
million for the second phase of the project.  The objectives of 
the new Project are to (i) improve agriculture and natural 
resource management practices; (ii) enhance community 
infrastructure to increase value and/or decrease costs of 
village activities; and (iii) improve rural livelihood 
opportunities and alternatives, including specific measures to 
boost women's access to social and economic resources. The 
Project will reach about 830,000 beneficiaries in 10 
administrative areas of NWFP. The five Project components 
include (i) village-level development, (ii) strengthening of 
agriculture livelihood, (iii) rural financial services, (iv) 
participatory small-scale infrastructure, and (v) institutional 
support. Crosscutting measures are incorporated to promote 
gender equity, environmental capacity building, and poverty 
reduction.

NWFP Barani Area Development Project 
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breakdown for these is given as follows. 

The focus will be on access to basic human 
needs, such as sanitation, water supply, 
education facilities specifically for girls. To 
this end some of the major projects to be 
processed in the medium term include the 
$450 million Decentralized Social 
Services, one component of which will be 
processed each year from 2003 to 2005, the 
$90 million Punjab Basic Urban Services 
project to be processed in 2004 and the $30 
million Early Childhood Development 
Project to be processed in 2003.

Achievement of Pakistan's long-term 
development and poverty reduction 
objectives hinges on the success of 
governance reforms. The Government has 
identified “good governance” as one of the 
five “strategic pillars” of its poverty 
reduction strategy. Good governance, 
including management of the development 
process, public resource and expenditure 
m a n a g e m e n t ,  t r a n s p a r e n c y  a n d  
accountability of economic policies, 
strengthening institutions, systems and 
capacity, and promoting local participation 
and ownership is also the primary thrust of 
A D B ' s  p o v e r t y  a l l e v i a t i o n  a n d  
development strategy for Pakistan.     A 
two-pronged approach is envisioned.  First, 
all interventions, such as support for public 
sector management reform, enforcement of 
female and child rights, promoting 
public/private partnerships in the provision 
of social services, the provision of basic 
services in rural and urban areas, and the 
development of an affordable social 
protection system, will be designed and 
implemented so as to complement overall 
governance reforms.  Second, direct 
ass i s tance  for  the  Government ' s  
governance reform agenda will constitute a 
significant proportion of ADB assistance to 
Pakistan in the medium term.  To this end, 
ADB will process the $300 million 
Devolution Support Program loan in 2002, 
to support the legal, institutional and 
capacity-building costs of devolution and 
related reforms with a focus on local 
government performance, accountability 
and service delivery.

In the medium term, ADB will also help the 
Government to implement a range of 
reforms that have major implications for 
relations between the state and non-state 
sectors. Implementation of governance 
reforms depends on the creation of a broad-
based constituency of support and 
consensus building amongst government 
ministries, civil society (including NGOs 
and women's groups) and the private sector. 
The ADB will work with the Government to 
encourage the creation of these coalitions in 
civil society and their responsible, coherent 
dialogue with Government, particularly in 
the context of devolution. 

G o v e r n a n c e S o c i a l S e c t o r s
Over the medium term, ADB will be 
w o r k i n g  c l o s e l y  w i t h  t h e  
G o v e r n m e n t  t o  e f f e c t  t h e  
restructuring of the energy sector.  In 
the power sector, for example, ADB's 
objective is to improve technical 
efficiency by financing investments 
in WAPDA and KESC, for which 
ADB approved the $350 million 
Energy Sector  Restructur ing 
Program in December 2000. In 
addition there has been and will be an 
emphasis on supporting restructuring 
in the natural gas sector through 
alleviating constraints on production, 
transmission and distribution.  The 
$ 2 5 0  m i l l i o n  G a s  S e c t o r  
Development Project scheduled for 
2004 will work towards developing 
the natural gas transmission and 
distribution infrastructure in the 
country.  ADB will also be supporting 
the development of renewable energy 
in Pakistan through the $200 million 
Renewable Energy Development 
project scheduled for processing in 
2005.  

E n e r g y

Current and Future Activities



In the last three years, ADB has 
provided substantial support in the 
sector through the Trade, Export 
Promotion and Industry (TEPI) loan 
approved in March 1999 for $300 
million, which focused on supporting 
trade liberalization and modernization 
of trade policies, and the Small and 
M e d i u m  E n t e r p r i s e s  T r a d e  
Enhancement Facility (SMETEF), 
approved in December 2000 for $150 
million which provides foreign 
currency financing at market rates to 
exporters.  The Foreign Currency 
Export Finance Facility and provision 
of the partial risk guarantee for L/C 
confirmation of imports required for 
export  product ion,  were  a lso 
established under SMETEF.  

In the medium term, ADB will 
continue to assist trade liberalization 
through these Programs, while also 
focusing on improving corporate 
governance for capital markets in 
Pakistan.  ADB will also be supporting 
the development of small and medium 
enterprises (SMEs) which are the 
engine for growth and increase in 
employment in the economy.  To this 
end, ADB will process the $260 million 
Financial (Non Bank) Markets and 
Governance Program in 2002, and the 
$100 million SME Development 
program in 2003.  In addition, ADB 
will be financing the $200 million 
Private Sector Infrastructure Financing 
project in 2005, which will serve to 
encourage private sector investment.  
ADB is also increasingly focusing on 
rural microfinance programs as key 
poverty alleviation initiatives, and a 
$ 1 5 0  m i l l i o n  R u r a l  F i n a n c e  
Development project is scheduled as a 
standby project for processing in 2002.

ADB recognizes the importance of the 
private sector in achieving higher 
economic growth. To date ADB has 
provided $241 million in direct 
assistance to the private sector. In 
addition complimentary loans of $118 
million have been arranged for private 
sector borrowers. ADB has assisted over 
a dozen industrial sectors and is taking 
innovative steps in this sector through 
public-private partnerships.

ADB's development strategy in the 
agriculture sector focuses on increasing 
ag r i cu l tu ra l  p roduc t iv i ty  and  
diversification through a move to 
market-based agricultural prices, 
strengthening of research and extension 
services, and expanding the role of the 
private sector in storage and agriculture 
support services.   Wh ile the 
Agriculture Sector Program Loan II 
will focus on these approaches, ADB is 
also initiating a number of area 
development projects in the medium 
term, including the $50 million Sindh 
Rural Development Project to be 
processed in 2002, the $40 million 
FATA Rural Development project 
scheduled for processing in 2003, and 
the $50 million Balochistan Rural 
Development project scheduled for 
processing in 2005.   

F inance , Trade and 
Industry

P r i v a t e S e c t o r 
D e v e l o p m e n t

A g r i c u l t u r e a n d 
R u r a l D e v e l o p m e n t
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Over the medium term and within a 
subregional cooperation framework, 
ADB assistance will focus on two 
sectors. First, transportation networks 
will be developed principally for roads 
to link land-locked Afghanistan and 
the Central Asian republics to Pakistan 
and beyond. Within ADB's road sector 
development strategy, projects 
programmed for the border provinces 
of Balochistan and NWFP will 
develop the regional network. Second, 
in the energy sector, oil and gas 
pipelines, such as the proposed 
Turkmenistan/Afghanistan/Pakistan/I
ndia and power transmission will be 
developed. While the main investors in 
these projects are expected to be the 
private sector, ADB will serve an 
important and catalytic role in 
promoting a suitable environment, by 
supporting feasibility studies, review 
and reform of regulations, and 
mitigation of sovereign risk through its 
guarantee operations.

In a continual and constructive effort to 
improve its approach to the changing 
dynamics of the Pakistani economy and its 
political and social structure, ADB takes 
progressive steps to revise and restructure its 
projects. To achieve this objective, PRM has 
three principal functional units. These are the 
Economic and Social Policy Analysis Unit 
(ESPAU), the Governance Unit and the 
Portfolio Management Unit (PMU).  The 
ESPAU takes the lead role in economic and 
sectoral policy analysis.  The PMU is 
responsible for the entire range of project 
implementation activities for projects 
administered by PRM, as well as for 
providing implementation support for 
p ro jec t s  adminis te red  f rom ADB 
Headquarters in Manila.  The Governance 
Unit is responsible for the formulation and 
implementation of major governance 
interventions.  PRM maintains a regular 
dialogue with the Government in all these 
areas.  It also specifically assists executing 
agencies in project implementation by 
holding regular project management 
workshops at the federal and provincial 
levels and undertaking portfolio reviews 
twice a year at the federal level and on a 
quarterly basis at the provincial level.  

ADB looks forward to continuing to work 
with the Pakistan Government in an effort to 
improve governance, achieve poverty 
reduction, and enhance social development.  
ADB's objective is to meet the challenges 
that its partnership with Pakistan provides 
with a constructive and innovative approach, 
and it is only through the combined efforts of 
ADB and the Pakistan Government that 
these objectives can be achieved 
successfully.  

Subregional Cooperation Role of the Pakistan 
Resident Mission (PRM)



News and 
EventsA delegation of members of the Board of 

Directors of ADB visited Pakistan from 3  
9 March 2002 and met with President 
Musharraf, Finance Minister Mr. Shaukat 
Aziz, and other high ranking officials, 
including a number of the members of the 
Federal and Provincial Cabinets and the 
Governor of the State Bank of Pakistan 
(SBP). The members of the delegation 
included Mr. Xiaoyu Zhao, who headed the 
delegation, Mr. John Austin, Mr. Uwe 
Henrich, Mr. Jeung Hyon Yoon, Mr. 
Maarten Verway and Kh. Zaheer Ahmed.  
The delegation reaffirmed the continued 
support of ADB to Pakistan's reform and 
development agenda.  

The delegation visited four projects in three 
provinces of the country, including a 
branch of the Khushali Bank in 
Rawalpindi, the Punjab Water Supply and 
Sanitation Project at Attock, the Ghazi 
Barotha Hydropower Project close to 
Islamabad and the NWFP Barani Area 
Development Project near Peshawar.  In 
addition, the delegation met a group of 
senior judges and consultants in Karachi, 
who are involved in the implementation of 
the Delay Reduction Pilot Project under a 
technical assistance financed by ADB in 
relation to the Access to Justice Program 
(AJP). 

In addition to visiting ADB project sites, 
t h e  d e l e g a t i o n  a l s o  m e t  w i t h  
representatives of the donor community 
and NGOs, as well as the private sector to 
discuss ADB's program in Pakistan.  The 
meetings also focused on the Government's 
Interim Poverty Reduction Strategy Paper 
(IPRSP) finalized in November 2001.    

News and 
Events

The Country Portfolio Review Mission 
(CPRM) for Pakistan was conducted by 
PRM with inputs from Headquarters, from 
13-27 May 2002. CPRM held discussions 
with all four provincial governments and 
federal line ministries. Using the 
Background Paper prepared by PRM, the 
Mission (i) discussed the overall 
performance of the portfolio; (ii) examined 
country-speci f ic  common project  
implementation problems and constraints, 
and worked out appropriate remedial 
measures; (iii) reviewed projects with 
executing agencies, and proposed solutions 
to problems; (iv) undertook field visits to 
selected problem projects to assess the 
magnitude and effects of identified 
problems; and (v) formulated a time-bound 
action plan addressing the generic project 
implementation problems. 

To complement the CPRM, a Portfolio 
Management Seminar was conducted in 
Islamabad on 23 and 24 May 2002.  The 
participants in the seminar included senior 
provincial government officials and project 
directors/managers. Resource speakers at 
the seminar included the CD PRM, 
Portfolio Management Unit (PMU) staff 
and staff from COSO, ADB Headquarters.  
The objective of the Seminar was to 
familiarize the key government officials 
with (i) ADB's recently introduced Quality 
and Cost-Based Selection (QCBS) of 
consultants, procurement procedures and 
project performance ratings including 
portfolio performance triggers; (ii) the 
findings and recommendations of the 2002 
CPRM; (iii) strengthening project 
monitoring and evaluation;  (iv) the 
objective of quarterly provincial projects 
review meetings; and (v) issues relating to 
loan disbursement, financial management 
and audit. The Seminar was very timely and 
had substantive impact on the participants, 
enabling them to understand ADB's new 
procedures and Pakistan's portfolio 
performance and ways to improve the 
performance.

Board of Director's Visit

P o r t f o l i o M a n a g e m e n t

On 4 January, the Country Director (CD) 
PRM made a presentation at the National 
Defence College on ADB's activities in 
Pakistan.  This was given wide publicity in 
the press and in a number of magazines, and 
created a lot of interest in economic 
research and Government institutions.  

The CD was a guest speaker at the National 
Institute of Public Administration (NIPA) 
on 7 February, where he presented an 
address on "Public-Private Partnership in 
Infrastructure.”

The CD addressed a press conference at 
PRM, along with the Senior Economic 
Advisor, on the occasion of the launch of the 
ADO on 12 April. The press conference was 
widely covered and the CD and Senior 
Economic Advisor were also interviewed 
on Pakistan Television on 15 April to 
discuss ADB's projections regarding 
Pakistan's economy.  

PRM published the first Pakistan Economic 
Update July 2001  March 2002 in April 
2002.  The Update is the first in a series of 
reports on Pakistan's economy, which will 
be published on a quarterly basis.  The 
Update was widely circulated to the 
Government, other donor agencies, 
research institutions and libraries, 
universities, and to a number of civil society 
organizations.  The Update also received a 
lot of coverage in the press and was widely 
quoted.

Pakistan's premier English language daily, 
Dawn, carried a supplement on ADB's 
activities in Pakistan in its 25 April issue.  
Most of the articles carried in the 
supplement were provided by PRM.  The 
supplement extensively covered ADB's 
operations in a number of sectors, and 
highlighted key projects.  The supplement 
also carried an interview of CD PRM.  

The Country Strategy and Program (CSP) 
for Pakistan was approved by the Board on 
30 May.  The CSP lays out the framework 
for ADB's operations in Pakistan over the 
medium term.  The Board appreciated the 
CSP and endorsed ADB's strategic focus on 
promoting good governance, pro-poor 
growth and inclusive social development in 
Pakistan.

Members  of the board of Directors  and CD, PRM, meet with the 
Minister for Finance, Mr. Shaukat Aziz.
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