
Pakistan is committed to far-reaching governance and economic reforms
and has made substantial economic progress over the last 5–6 years. Its
macroeconomic fundamentals and financial condition have improved, allowing
it to boost spending on programs that can reduce poverty. And among the
major reforms, the Government has been devolving responsibility for basic
services to local governments at the district and subdistrict levels, improving
efficiency and accountability. Under its Poverty Reduction Strategy Paper, in
place since December 2003, it aims to accelerate economic growth, improve
governance, and invest in human capital.

The destruction to life and property caused by the recent massive
earthquake in northern Pakistan, meanwhile, has accentuated the need for
better disaster preparedness, livelihood restoration, and social protection.
Sustaining the improvement in macroeconomic fundamentals and
implementation of second-generation reforms are the current key challenges.

Relationship with ADB
Pakistan has received about $15.39 billion in total assistance since joining
the Asian Development Bank (ADB) in 1966, and had disbursed $10.31 billion
as of the end of 2005. Total assistance approved in 2005 included
$776.3 million loans, $85 million special funds (including Asian Development
Fund, Asian Tsunami Fund, and Pakistan Earthquake Fund), $36 million for
other funds, and $15.28 million for technical assistance grants.

Under ADB’s country strategy and program (CSP) for Pakistan, approved
in May 2002, assistance supports good governance, sustainable pro-poor
growth, and inclusive social development. Subregional cooperation,
sustainable environmental management, and gender and development are
crosscutting themes.

ADB’s 2006–2008 CSP update, in concert with the Government’s
Medium-Term Development Framework, supports economic infrastructure in
the areas of water resources, power, transport and communications, and
urban renewal and urban development. ADB is also supporting strategic social
sector investments to help Pakistan move toward the Millennium Development
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Table 2. Pakistan: Economic
Indicators, 2001–2005

Economic Indicator 2001 2002 2003 2004 2005

Per capita GNI ($) 480 490 520 600 …
GDP growth 1.8 3.1 4.8 6.4 8.4

(% change per year)
CPI (% change per year) 4.4 3.5 3.1 4.6 9.3
Unemployment rate (%) 7.8 8.3 8.3 7.7 7.7
Fiscal balance (% of GDP) -4.3 -4.3 -3.7 -3.0 -3.3
Export growth 9.1 2.3 20.1 13.5 16.0

(% change per year)
Import growth 6.2 -7.5 20.1 21.2 38.0

(% change per year)
Current account 0.5 3.8 4.9 1.9 -1.4

(% of GDP)
External debt (% of GNI) 45.7 48.7 44.8 … …

... data not available, CPI = consumer price index,
GDP = gross domestic product, GNI = gross national income.
Sources: ADB. 2006. Asian Development Outlook 2006.

Manila.
ADB Statistical Database System.

Table 1. Pakistan: Development Indicators
• Population 152.5 million (2005)

2.22% growth per annum
(1990–2005)

• National poverty rate 34.5% (FY2001)
23.9% (2005)

• Population living on 19.7% (2003)
less than $1 a day 48% (1990)

• Under-5 mortality rate 101 (2004)
per 1,000 live births 130 (1990)

• Adult literacy rate 48.5% (2000–2004)
36.1% (1990)

• Population in 33.5% (2004)
urban areas 23.7% (1995)

• Population with access 90% (2002)
to improved drinking 83% (1990)
water sources

Sources: ADB. 2006. Basic Statistics 2006. Manila.
ADB Statistical Database System.
Ministry of Finance. 2006. Economic Survey of
Pakistan 2005–2006. Pakistan.

www.adb.org/pakistan



Goals, in particular, through province-based programs for the
social sectors, and provincial resource management programs
(RMPs) that permit more spending in those areas.

To mainstream governance in all Pakistan operations,
the CSP update focuses on ensuring effective implementation
of the Access to Justice Program and the Decentralization
Support Program, as well as provincial RMPs. Support is also
being provided for second-generation reforms concerned with
access to justice, province-level governance reforms, and for
ensuring that all ADB operations are aligned with the
devolution process.

Impact of Assistance
The ADB-assisted Microfinance Sector Development Program,
approved in 2000 for $150 million, has assisted in establishing
the Khushalibank (KB), the largest microfinance operation in
the country. KB has made substantial progress and now has
a client base of 250,000 clients, 25% of whom are women.

KB’s cumulative disbursements by December 2005
totaled $102 million for 590,000 small loans. Through the
Microfinance Social Development Fund (MSDF) set up
under the program for $40 million, KB has organized
about 40,000 community associations and has contracted
9 nongovernment organization service providers for delivery
of social intermediation services. The program also includes

a community investment fund (CIF) to increase access of
communities to basic infrastructure services.

In response to the earthquake of 8 October 2005,
ADB approved the creation of the Emergency Livelihood
Restoration Fund (ELRF) with savings taken from the MSDF
and the CIF. The scope of the ELRF will cover asset replace-
ment, community group formation, skills enhancement,
and community infrastructure grants, among others.

The Punjab Rural Water Supply and Sanitation Project,
approved in 1995 and completed in 2002, with a focus on
constructing small water supply and sanitation schemes, has
benefited about 800,000 poor people in the rural communities
of Punjab, particularly women and children, who are now free
from the burden of fetching water from long distances.

Women have been empowered to work with men for
the sustainable operation of the water schemes and in
social development work. The project is improving the
health of local communities through provision of safe
drinking water at the doorstep that will assist in containing
the incidence of water-borne diseases. The project has also
demonstrated that community involvement in project
design, implementation, and operation and maintenance
is the key to sustainability. Experience shows that the
willingness to pay for water services is often much higher
than expected and early capacity building for the local

Table 3. Pakistan: Cumulative ADB Lending as
of 31 December 2005

Loans Amount
Sector (no.) ($ million) %

Energy  47  3,099.3  20.6
Agriculture and Natural Resources  50  3,008.1  20.0
Finance  25  1,878.0  12.5
Multisector  27  1,789.5  11.9
Transport and Communications  20  1,607.9  10.7
Industry and Trade  39  1,290.4  8.6
Law, Economic Management,

and Public Policy  13  1,187.0  7.9
Education  12  501.1  3.3
Water Supply, Sanitation,

and Waste Management  10  444.5  3.0
Health, Nutrition, and

Social Protection  7  229.4  1.5

TOTAL  250  15,035.2  100.0



water user committees helps in the operation and
maintenance of project facilities.

Meanwhile, ADB approved a financing of $300 million
for the Ghazi-Barotha Hydropower Project in January 1996
to assist Pakistan in bridging the demand-supply gap in the
energy sector. Cofinanced by other donors and inaugurated
in August 2003, the project has the capacity to produce
1,450 megawatts of low-cost electricity annually in an
environmentally sustainable and socially acceptable manner.
The project will also help moderate the impact of higher costs
of thermal generation in the private sector and assist in
reducing dependence on imported petroleum products.

In 2005, ADB approved lending for eight projects
amounting to $776 million. These included an agribusiness
project for $31 million, a technical assistance loan for
Infrastructure Development for $25 million, Punjab Resource
Management Program II for $200 million, Rawalpindi
Environment Improvement Project for $60 million, Balochistan
Devolved Social Services Program (BDSSP) for $200 million,
Earthquake Emergency Assistance Project for $300 million
(this amount includes $80 million Pakistan Earthquake Fund
grant), and the National Highway Development Sector
Investment Program for $3 million. (A multitranche financing
facility of $770 million was also approved for this project.)

Future Directions
The strategic focus for ADB in Pakistan is to continue to
support the Government’s reforms and investments in key
areas of water and utilities, transport, energy security, urban
development, social sectors, development of capital markets,
and public resource management. The bulk of ADB’s future
assistance will be provided for the construction and
rehabilitation of the economic infrastructure. In the irrigation
sector, support will be provided for province-based
rehabilitation of barrage systems and construction of small
water storage dams.

In the transport sector, ADB will assist in improving the
national and provincial highway networks and support the
Government in implementing its National Trade Corridor

Program to reduce inefficiencies, long waits and travel times,
and associated high costs in the transport sector.

ADB’s projects in the energy sector will address
constraints in the overstressed transmission and distribution
systems, and rehabilitate and modernize the power
infrastructure to meet growing energy needs. ADB is also
providing support for Karachi to improve the provision of
infrastructure and services. And to support private sector
development, ADB will approve at least three new private
sector investments in the areas of copper mining, thermal
power, and coal power during the period 2006–2008.

Operational Challenges
The strong commitment of the Government to undertaking
wide-ranging reforms, improved macroeconomic fundamentals
including high sustained growth that reached 8.4% in FY2005
as well as enhanced debt sustainability, and the current and
emerging development needs of the economy, have all set the
stage for high levels of ADB assistance to the country.

The key challenges faced include the need to sustain and
speed up implementation of the reform program and second-
generation reforms; ensure continued improvement in
macroeconomic fundamentals, particularly with regard to
containing inflation and the rising external imbalance that has
emerged as a result of strong aggregate demand and the
substantially increased oil prices; translate the improved
macroeconomic situation into meaningful improvements in
the quality of life of the poor by ensuring high expenditure
levels in pro-poor sectors, such as education, health, and
other sectors, and effective utilization of such expenditures;
and build and enhance institutional capacity at the level of
local governments that have been charged with the
responsibility for improving access and quality of basic services
at the grassroots level.

Partnership
Initiated by ADB in July 2004, an Informal Donor Poverty
Reduction Working Group has generated greatly increased

Table 4. Pakistan: Improvement in Portfolio
Quality Indicators, 2004 and 2005

Portfolio Quality Indicator 2004 2005

Disbursement ratio (%)
All loans 21.9 18.6
Project loans 8.4 7.0

Implied average implementation
period for project loans (years)a 6.5 6.7

Undisbursed loan balance
($ million) 3,119.3 3,013.1

Active loans (no.) 61 70
Projects at risk—(no.)b 7 4

% of loans in portfolio 11.5 5.7

a Based on approval to revised closing date. Excludes program loans only.
b Refers to the number of loans.



Contacts
Pakistan Resident Mission
Overseas Pakistanis Foundation Building
Sharah-e-Jamhuriyat, G-5/2 Islamabad
GPO Box 1863, Islamabad, Pakistan
Tel +92 51 282 5011 to 5016/208 7300
Fax +92 51 282 3324/227 4718
adbprm@adb.org
www.adb.org/PRM

ADB Headquarters
6 ADB Avenue, Mandaluyong City
1550 Metro Manila, Philippines
Tel +63 2 632 4444
Fax +63 2 636 2444
information@adb.org

Minister of State for Finance
Pakistan Secretariat, Block Q
Islamabad, Pakistan
Tel/Fax +92 51 920 2640/922 2465

Useful ADB websites
Asian Development Bank
www.adb.org

Country website
www.adb.org/pakistan

Asian Development Outlook
www.adb.org/Documents/Books/ADO/
2006/documents/pak.pdf

Annual Report
www.adb.org/Documents/reports/
annual_report/2005/

Depository Libraries
www.adb.org/Publications/
Depositories/pak.asp

July 2006

About Pakistan and ADB
Pakistan is the ninth largest shareholder among regional members and
the 13th largest overall.

ADB Membership
Joined 1966
Shares held 77,080 (2.181%)
Votes 90,467 (2.048%)

Sibtain Fazal Halim is the Executive Director and Marita Magpili-
Jimenez is the Alternate Executive Director representing Pakistan on
the ADB Board of Directors.

Peter Fedon is the ADB Country Director for Pakistan. The Pakistan
Resident Mission (PRM) was opened in 1989 and provides the primary
operational link between ADB and the government, private-sector, and
civil-society stakeholders in its activities. PRM engages in policy dialogue
and acts as a knowledge base on development issues in Pakistan.

The Pakistan government agency handling ADB affairs is the office of the
Minister of State for Finance.

About the Asian Development Bank
ADB is dedicated to reducing poverty in the Asia and Pacific region
through pro-poor sustainable economic growth, social development,
and good governance. Established in 1966, it is owned by 66 members—
47 from the region. In 2005, ADB operations totaled $7.4 billion
in loans, equities, guarantees, grants, and technical assistance.
With headquarters in Manila, ADB has 26 offices around the world
and more than 2,000 staff from over 50 countries.

donor coordination in Pakistan in the area of poverty reduction and, through its activities, has been able to encourage more
government attention to key issues in poverty reduction. It has brought members together to actively take forward the
harmonization and alignment agenda under the Paris Declaration, and has actively worked toward generation of increased
ownership of the process.

ADB cooperates extensively with civil society organizations in Pakistan to strengthen the effectiveness, quality, and
sustainability of the services it provides. For example, under the ADB-assisted Women’s Health Project, 11 community-based
organizations are developing mechanisms for organizing and mobilizing communities for participation in the improved delivery
of health services.

Cofinancing and Procurement
ADB’s cofinancing operations enable its development partners—governments or their agencies, multilateral financing
institutions, commercial organizations, and export credit agencies—to join ADB in financing its lending to developing members.
For every US dollar lent by ADB in 2005, cofinancing brought in an additional $1.27. Such additional funds are provided in
varying forms of grants, guarantees, or loans.

A summary of loan projects with cofinancing is available at www.adb.org/Documents/Fact_Sheets/Pakistan/cofinancing.asp.
A summary of procurement contracts awarded to companies and consultants from Pakistan for goods and related services,

civil works, and consulting services can be found at www.adb.org/Documents/Fact_Sheets/Pakistan/procurement.asp.

In this publication, “$” refers to US dollars.
Data are as of 31 July 2006 unless otherwise indicated. Fact sheets are updated annually in April.
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