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FOREWORD 
 

 
  The Country Assistance Plan describes the planned program of assistance by the 
Asian Development Bank (ADB) for Pakistan covering the three-year period 2001-2003. It includes 
loan and technical assistance projects, as well as possible cofinancing from other donors. The 
CAP was prepared by the ADB between April and June 2000, in close consultation with the 
Government of Pakistan, and other stakeholders. The CAP was discussed with the Board of 
Directors in October 2000. The assistance plan described in the CAP is only indicative and may be 
revised to reflect more recent developments. 
 
 For further information, please visit the Asian Development Bank’s website at:  
http://www.adb.org or contact  any of  the following: 
 

1. Resident Representative 
Pakistan Resident Mission 
Overseas Pakistanis Foundation Building 
Sharah-e-Jamhuriyat 
G-5/2, Islamabad, Pakistan  
 
or 
 
GPO Box 1863 
Islamabad, Pakistan 
 
Telephone: (92-51) 825-011 to 17  
Fax:  (92-51) 823-324 / 274-718   
E-mail:  adbprm@adb.org    

  
 2. Programs Manager, Division 1 

Programs Department (West) 
Asian Development Bank 
6 ADB Avenue 
Mandaluyong City, Metro Manila 
 
Mailing address: 
P.O. Box 789 
0980 Manila, Philippines 
 
Telephone  (632) 632-6142 or 632-5669 
Fax    (632) 632-2220 or 632-2221 
E-mail  adbpub@adb.org 

 
 
 
 
 
 
 
 
 
 



CURRENCY EQUIVALENTS 
(As of 30 November  2000) 

 
Currency Unit  -- Pakistan Rupees (PRs) 
PRs1.00  = $0.0173 
$1.00   = PRs57.7 

 
 The exchange rate of Pakistan rupee is determined under a system of managed float. 
 

ABBREVIATIONS 
 

ADB Asian Development Bank 
ADP Annual Development Plan
CIDA Canadian International Development Agency 
CMDPL Capital Market Development Program Loan
COF country operational framework
COS country operational strategy
DFID Department for International Development (U.K.) 
EFF Extended Fund Facility 
EPA Environmental Protection Act
ESAF Enhanced Structural Adjustment Facility
ESW Economic and Sector Work 
FCIF Foreign Currency Import Finance Facility 
GEF Global Environment Facility 
GST general sales tax 
HDI Human Development Index
IPP independent power producer 
KESC Karachi Electricity Supply Corporation
LEB life expectancy at birth 
MSU Multi-Donor Support Unit
NDP National Drainage Program
NEPRA National Electric Power Regulatory Authority
NORAD Norwegian Agency for International Cooperation 
NSS National Savings Scheme
NWFP Northwest Frontier Province
PDF Pakistan Development Forum
PRGF Poverty Reduction Growth Facility
PSDP Public Sector Development Program
PSRP Power Sector Restructuring Program 
SAP Social Action Program
SBA Stand-by Arrangement 
SDP Sector development project 
SIDA Swedish International Development Cooperation Agency 
SLIC State Life Insurance Corporation
TEPI Trade, Export Promotion and Industry Program 
UNDP United Nations Development Programme 
UNESCO United Nations Educational, Scientific and Cultural Organization 
WAPDA Water and Power Development Authority

 
NOTES 

 
(i) The fiscal year (FY) of the Government ends on 30 June. 
(ii) In this report, “$” refers to US dollars. 
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I. COUNTRY PERFORMANCE ASSESSMENT1 
 
A. Economic Performance Assessment 
 
1. Pakistan’s economy is heading towards a slow recovery from the severe downturn of the 
past two years. In FY1999/00 the economy grew by 4.8 percent. Although this rate remains low 
compared to the historical trend, it exceeds the 3.1 percent growth achieved in FY1998/99. 
Improved growth is based mainly on good cotton and food grain harvests. However, because of a 
large fall in sugar production, large-scale manufacturing production declined by 0.7  percent in 
FY1999/00 compared to the 3.7 percent growth achieved in the previous year. Tax collection 
increased by 12.3 percent in FY1999/00 compared to the previous year. However, the fiscal deficit 
increased slightly from 6.1 percent of GDP in FY1998/99 to 6.4 percent in FY1999/00. Inflation 
remained low, averaging 3.6 percent FY1999/00, largely due to improved food supplies and slow 
monetary growth.  

 
2. The fragile balance of payments situation remains a principal area of concern. The trade 
deficit deteriorated to  $1.7 billion, substantially higher than the Government’s $800 million target 
for FY1999/00. Exports expanded by 10.2 percent during this period, while imports increased by 
9.3 percent due mainly to a sharp increase in the world oil price. Remittances in FY1999/00 were 
down by 7.2 percent and foreign direct investment was down by 0.5 percent compared to the 
previous year. The wider trade gap, coupled with a negative overall resource transfer from donors 
has exerted pressure on the balance of payments. Foreign exchange reserves was $1.0 billion,as 
of October 2000. The State Bank of Pakistan has purchased large amounts of dollars in recent 
months from the open market to fill the foreign exchange gap. Total foreign debt stood at $32.7 
billion at the end of FY1999/00.2   
 
3. Although Pakistan has managed to emerge from the worst of the crisis during 1998 and 
1999, the economy remains weak and the medium-term outlook depends critically on the pace of 
structural reforms. The emergency measures implemented over the last two years have had 
adverse impacts, including loss of confidence by creditors due to the rescheduling of foreign debt. 
The international economic sanctions imposed by the G7 after the atomic tests in May 1998 were 
lifted partially on January 1999 but investor confidence has remained low: the lingering dispute 
between the Government and the independent power producers appears to be coming to 
resolution but it has undermined the confidence of foreign investors. Effective and sustained 
implementation of the various structural reforms initiated in the past two years will be essential for 
Pakistan to achieve its long-term development objectives including faster economic growth and 
poverty reduction. Above all, improving the quality of governance is a precondition for the success 
of reforms and for a sustainable development program.   
 
4. Since assuming power in October 1999, the new Government has accelerated the pace of 
economic reforms. A comprehensive structural reform program in line with the economic roadmap 
announced by the new Government in December 1999 and a broad-based poverty reduction 
strategy are under preparation. Activities have been initiated to alleviate poverty, including PRs15 
billion funding for poverty reduction and establishing a new microcredit bank to improve access to 

                                                
1  Appendix 1 provides information on key economic, social and environmental indicators. 
2  Due to the debt rescheduling through Paris Club and London Club, external debt service payments were $2.6 billion in 

FY1998/99, and $2.96 billion in 1999/2000. This amount is substantially below the average annual payments of about 
$4.5 billion during FY1994/95 to FY1997/98. This agreement provided relief from principal and interest payments 
mostly due from 1 January 1999 to 31 December 2000 on medium and long term loans extended to the Government 
and public sector, and loans to the private sector benefiting from a sovereign guarantee. However debt service 
obligations will again rise sharply in FY2000/2001 and, given the expanding trade deficits and a sharp drop in foreign 
investment and remittance, another round of debt rescheduling will be necessary in early 2001. 
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financial services for the poor. The ADB’s program has focused specifically on poverty in all 
sectors. 
 
5. The main focus of the Government’s fiscal reforms is to improve revenue performance 
through broadening the tax base and strengthening tax administration. In the past few months, the 
Government has introduced the following: (i) on-the-spot assessment scheme in 13 cities to 
increase tax compliance, registration, and documentation; (ii) periodic adjustments of petroleum 
prices in line with international price developments and elimination of the subsidy on furnace oil; 
(iii) increase registration under the goods and services tax (GST) which will be extended to cover 
the services sector; and (iv) reorganization and downsizing of the Central Board of Revenue of the 
Ministry of Finance.  A number of additional fiscal initiatives including agricultural income tax, a 
more integrated, client-based, and functional tax administration system and tax amnesty scheme 
have been taken. 
 
6. In the financial sector, detailed privatization plans have been drafted and disposal of the 
remaining shares of national commercial banks and other state-owned financial institutions is 
proceeding. New managers from the private sector have been appointed in all but one of the 
development financial institutes. A program has also been designed to enhance the minimum 
capital requirements together with necessary amendments in banking laws for this purpose.  In 
addition, the State Bank of Pakistan will be restructured to focus mainly on its core operations such 
as monetary policy, banking supervision and foreign exchange management and non-core 
operations presently undertaken by SBP will be  transferred to commercial banks or other financial 
institutions; a comprehensive three-year computerization program is under implementation. A new 
insurance law was passed in June 2000 which will increase financial soundness and help further 
growth in the sector. Under assistance mainly from ADB, the Government has introduced major 
capital market changes, including establishing a national Clearing and Settlement System, 
automation of stock exchange transactions and setting up credit rating agencies to strengthen 
information flows and market efficiency. 
 
7. Privatization, which is urgently required to prevent further losses, has been accelerated 
recently. Initial measures have included (i) a Privatization Law to enhance transparency, 
accountability, and efficiency in the privatization process has been prepared; (ii) two national 
commercial banks and a partially privatized bank will soon be listed on the stock exchange; (iii) 
bidding for the LPG business of three companies and the meter manufacturing unit of a gas 
company is to be held by the end of 2000; (iv) in the industrial sector, six units are to be liquidated 
or sold through the stock market before end-June and it is also planned that a large number of 
state owned enterprise will be privatized in the next two years. The proposed Energy Sector 
Restructuring Program and TA loan in 2000 will support privatization in one electric utility (KESC) 
and restructuring of WAPDA. Under the ADB’s CMDPL, the National Investment Trust and Mutual 
Funds of Investment Corporation of Pakistan are to be privatized by the end of 2000.  
 
8. Government defense expenditures have declined from 6.3 percent of GDP in early 1990s to 
4.8 percent in FY1999/00.  However, compared to many other countries in the region this figure 
remains high. Presently, the defense expenditure amounts to $2.47 billion or  $17.9 per capita 
compared with $229 per capita on average worldwide and $38 per person for South Asia.3 Defense 
expenditures further decreased by 7 percent, to 4.6 percent of GDP in FY2000/01 budget. The 
defense expenditures as percentage of total public expenditure have also showed a declining 
trend. It declined from the peak of 25.2 percent in FY1993/94 to 21.8 percent in FY1999/00 and 
further to 19 percent in FY2000/01. 
 

                                                
3 The International Institute for Strategic Studies. 1999. The Military Balance 1999/2000. Oxford University Press. Dollar 

values of expenditures are at constant 1997 prices and exchange rates.  
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9. As the poor are particularly vulnerable during a structural reform period, special attention 
needs to be provided to protect the poor and vulnerable groups to mitigate the worst impacts of the 
current economic crisis. An IMF Stand-by Arrangement of about US$600 million is under negotiation. 
The successful implementation of the SBA and finalization of major structural reform of loans along 
with key initial actions is expected to lead to a medium-term financial support under the Poverty 
Reduction and Growth Facility (PRGF) in the latter part of 2001. In the longer term, structural issues 
affecting delivery of basic social services and other targeted poverty interventions need to be 
addressed, including far greater use of nongovernmental organizations (NGOs) and the private 
sector to improve Pakistan’s absorptive capacity and efficiency in the delivery of social and economic 
services to the rapidly expanding population. The ADB’s program includes interventions in all of the 
areas covered under paras. 4 to 8, specifically in support of macroeconomic stability and 
rationalization.  Appendix 1 provides a summary of country performance indicators. 
 
B. Poverty Assessment 
 
10. Although some progress was made in reducing poverty during the 1970s and 1980s, 
approximately 33 percent of the population is still poor, when compared to either income or calorie-
intake based poverty lines. The incidence of poverty has been increasing through the 1990s, 
especially in recent years due to the slowdown in economic growth, and continuing high population 
growth rate (2.3 percent, 1999). Some 70-80 percent of the poor lives in rural areas.  Their lower 
standard of living is mainly due to high rates of underemployment, inadequate socio-physical 
infrastructure, and insufficient income generating assets. A more reliable national picture is 
emerging from the final results of the 1998 census and other assessments, and the final results are 
expected by late 2000.  
 
11. Given the strong linkages between poverty and low human development in Pakistan, the 
Government sees the provision of basic social services in education, nutrition, health, and 
population planning as key elements of poverty reduction. The Social Action Program (SAP) is an 
important cornerstone in the fight against poverty to address poor social indicators, taking a multi-
sector approach to improving the provision of basic services, e.g., education, health, rural water 
supply and sanitation. Participatory area-based rural development programs, including 
development of rural infrastructure, microfinance, and employment generation have also become 
important elements. The Pakistan Poverty Alleviation Fund (PPAF), established in 1997 with the 
support of the World Bank, has recently started lending activities. It finances microenterprises and 
infrastructure projects at the community level mainly through NGOs and the private sector. 

 
12. The Government’s new poverty reduction strategy is currently under preparation and 
finalization is expected in the next few months. The main elements of the strategy to date include: 
(i) an economic growth strategy that would result in expanded domestic demand while protecting 
the gains made through ongoing structural reform programs; (ii) productive employment through 
labour intensive activities; (iii) expanded resource availability and increased efficiency of resource 
utilization for social development; (iv) expanded access to microfinance and skills development 
services through grassroots organizations such as NGOs, community based organizations (CBOs) 
and village organizations; (v) use of existing social safety nets,4 and food stamp schemes; (vi) 
focus on gender issues, especially improving the nutrition of women and children; (vii) promotion of 
environmental awareness and enforcement of standards; (viii) targeted interventions and areas to 
be determined and implemented through the Provincial Governments; (ix) infrastructure programs 
(e.g. farm to market roads, water sector improvements, small town renewal and soil conservation) 
to provide income earning opportunities for the poor; and (x) governance improvements and 
institutional reforms. From a base year of FY1998/99, targets are being adopted for the 

                                                
4 Including revitalizing the Ushr, Zakat, and Bait-ul-mal, ongoing social welfare schemes in Pakistan. 
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subsequent ten years. They will cover the incidence of poverty, access to basic education, basic 
health, nutrition, population growth, and rural water supply and sanitation. The incidence of 
poverty, for example, is to be reduced (on a calorie-based measure) from an average level of 32.6 
percent of the population in FY1998/99 to a target level of 15.2 percent by FY2007/08.  The 
Government intends to conduct regular monitoring of quantitative targets. 
 
13. Poverty in Pakistan is the root cause of child labor. The International Labour Organization 
(ILO) estimates that there are 10 to 12 million children under the age of 15 working in Pakistan in 
the rural and urban sectors.  Children are employed in private homes, brick kilns, carpet 
manufacturing, workshops, restaurants and farms. While laws against child labor exist,5 
enforcement and monitoring are weak. The Government has signed a Memorandum of 
Understanding with the ILO to strengthen the institutional capability of the country to reduce child 
labor. NGOs are increasingly involved in designing innovative solutions to the child labor problem6 
that recognize that many children work out of economic necessity. The German NGO, Care and 
Fair, builds and maintains schools and runs medical centers for the children and families of child 
laborers working in carpet-making. The Lahore-based NGO, Network for Community 
Empowerment, has established schools for children working in factories. Each factory or workshop 
owner sponsors at least five children. The ILO has also started an education program for children 
working in the soccer ball industry. This program includes providing education to the children 
involved and replacing child workers with older family members. Independent bodies including 
trade unions will monitor it. UNICEF, Save the Children and the ILO are involved in the program in 
which 55 sporting goods companies are participating. 
 
14. The ADB plans to monitor the incidence of child labor under the SSTA supporting the 
implementation of the ADB-financed Trade, Export Promotion and Industry (TEPI) Program7 – 
“Monitoring the Socioeconomic Impact of the TEPI”.8 A new TA in the 2000 program to promote 
NGO-Government collaboration may also offer opportunities to help reduce child labor. Similarly, a 
proposed rural development project for Sindh (2001), will examine the issue of bonded labour. 

 
C. Assessment of Socio-Environmental Performance 
 

1. Gender Issues 

15. Women’s social indicators in Pakistan consistently lag behind those of men, despite the 
significant gains made under the Government’s Social Action Program (SAP). The gender ratio is 
108 men to 100 women, which compares with 97:100 for developing countries as a whole. Life 
expectancy at birth of 63.0 years is the same for females and males. The adult literacy rate is 34 
percent for females and 58 percent for males. Since the increase in literacy rates has been slower 
than the increase in population, the number of illiterate Pakistanis has increased by 2.5 times since 
1951. The number of illiterate women has increased more than 3 times during the same period. 
The current primary school participation rates are 89.1 percent for girls compared to 79 percent for 
boys, due to a 50 percent drop out rate among girls. Of those without basic education 
opportunities, about 70 percent are girls. Gender disparities in educational attainment are even 
greater in the rural areas. Only 3 percent of rural 12-year-old girls continue in school, compared to 
18 percent of boys. 

                                                
5 There are three relevant laws, the Children (Pledging of Labor) Act of 1993 and the Employment of Children Act of 

1991 and Bonded Labor Act of 1992. Pakistan is also a signatory to the UN Convention on the Rights of the Child. 
6  The two NGOs mentioned in this paragraph were both closed under the 1999 crackdown on NGOs by the previous 

Government. Hence, the future of these activities is uncertain. 
7 Loan 1680-PAK: Trade, Export Promotion, and Industry Program, for $300 million, approved on 31 March 1999. 
8 TA 3183-PAK: Monitoring the Socioeconomic Impact of the Trade, Export Promotion and Industry Program, for 

$150,000, approved on 13 April 1999. 



 5 
 

 
16. The health indicators for women are among the worst in the world. With a high total fertility 
rate of 5 births per woman, women’s health is debilitated by frequent and closely spaced 
pregnancies. More than 40 percent of the total female population is anemic. The low health status 
of women is the result their lower social, economic, and cultural status. Social and familial control 
over women, including restrictions on mobility result in differential access of males and females to 
health services. Institutionalized gender bias within the health service delivery system in terms of 
lack of female service providers, and neglect of women’s basic and reproductive health needs, 
intensify women’s disadvantaged health status.   
 
17. Women make a large and generally unrecognized contribution to the economy. The labor 
force participation rate for women is under-reported in official data. The recent labor force survey 
cited the refined activity rate for women at 13.6 percent and 70 percent for males, while the crude 
activity rate was 9 percent and 47 per cent respectively.9 Female labour is overwhelmingly 
concentrated in the agriculture sector, which employs 79 percent of the female labor force as 
compared to 57.3 per cent of that of males. In urban areas more than three quarters of 
economically active women are employed in the informal sector. Female workers in the informal 
sector, especially home-based piece-rate workers, work longer hours for lower wages than men 
under conditions of job insecurity.  
 
18. The interplay of formal statutory laws, Islamic laws, and customary practices shape 
women’s lives. Qualities enshrined in formal laws may be negated by customary practices. 
Presently, the gap between equality of gender in formal laws and de facto realities of women’s life 
is very wide. For example, since the society, police, and law enforcement agencies view domestic 
violence as a private matter it may go unnoticed until it takes extreme forms. Increasing violence 
against women is a matter of serious concern recognized by the Government, which is also a 
public health and development issue.  
 
19. The main thrust of the Government’s ongoing development efforts is to reduce gender 
disparities in access to social services, particularly for rural women and low-income women in 
urban areas. The Government’s Interim Poverty Reduction Strategy Paper (IRSP) is intended to be 
the “roadmap” for the Final PRSP to be produced later in 2000. IRSP recognizes the fact that 
poverty has a gender dimension and focuses on reducing gender disparities through: (i) reforming 
discriminatory laws identified in the Commission of Inquiry of Women Report (1997), (ii) 
establishment of and support to a Permanent Commission on Status of Women to oversee and 
coordinate policy and measures regarding advancement of women, (iii) strengthening Ministry of 
Women Development and Provincial Women Development Departments and allied field 
organizations, (iv) review and modification of national economic and social policies to include clear 
gender perspective and identification of targets as specified in the National Plan of Action, and (v) 
strengthening gender focal points set up in the federal ministries. It gives priority to public policy 
actions such as labor saving technology, water and sanitation, transport alongside education and 
health actions. Recent initiatives to improve the representation of women holding elected offices 
and the quality of women’s rights under the law have also been announced.10 Also women’s 
access to productive resources, such as microfinance, extension services, and training is being 
pursued. Specific sectoral programs cover education; training and skills development; promotion of 
labor-based industries employing women; and microfinance provisions. The improvement of 
women’s status is an important stated objective of the Government and its development partners 
and is being pursued mainly through SAP which incorporates special provisions to ensure access 
of women to social services.  
                                                
9 Labor Force Survey, 1996-97, Federal Bureau of Statistics, Statistics Division. 
10 The Chief Executive announced on 23 March the Government’s timetable for district government elections in the 

period December 2000-July 2001. One notable feature was the intention to have half of the seats in union councils (the 
lowest level) reserved for women and further representation for women at other levels. 
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2. Human Development 

20. The 1998 UNDP Human Development Index (HDI) ranks Pakistan 135th among 174 
countries and classifies it as a low human development country. However, Pakistan’s HDI rank is 
lower than its rank in real GDP per capita, indicating that more emphasis should be put on human 
development. Despite some recent progress such as in the adult literacy rate which rose from 
about 34 percent in 1985 to 47 percent in 1999, Pakistan still spends only 2.3 percent of its GDP 
on education, compared to UNESCO’s target of 4 percent for developing countries. Similarly, in 
FY1999 expenditure on health amounted to 0.7 percent of GDP compared to WHO’s target of one 
percent. Between 1987 and 1999, life expectancy increased from 58 to 63 years while infant 
mortality fell from 124 (1980) to 90 (1999) per 1,000 live births.  Only limited progress has been 
achieved in reducing the total fertility rate (5 births per woman) and population growth remains 
among the highest in the world, at 2.3 percent per annum (although well below the level of 3.1 
percent of the mid 1980s), which continues to put pressure on the provision of social services and 
on the labor market to provide employment.  
 
21. Now in its second phase, SAP continues to emphasize improving the provision of basic 
services, e.g., education, health, population, rural water supply and sanitation. SAP has managed 
to address the deterioration in the provision of social services, and SAP sector budgets continue to 
be generally well protected. SAP I increased average primary school participation rate, although 
the achievement for girls of 58 percent fell short of the target of 60 percent. Contraceptive use 
increased from 14 to 22 percent exceeding the target, and access to safe water from 27 to 37 
percent.11 
 
22. Despite implementation shortcomings, it is clear that SAP arrested the deterioration of 
social services in Pakistan and laid the foundation for further improvement. SAP succeeded in 
ensuring a manifold increase in financial resource allocations. SAP also created greater awareness 
among policymakers of the importance of the social sector, and the need to adhere to a sector 
program-based approach. An integral part of the SAP design is to complement individual 
investment projects so gains from one modality reinforce the other. SAP provides the macro 
support for key policies associated with financing nonbudget expenditures, staffing, and 
rationalizing investment choices, while the investment projects provide the means to the end. 
 

3. Environment 

23. Pollution associated with industrial and urban activities has emerged as a significant threat 
to public health, particularly to the poor. The economic cost of water pollution related health issues 
ranged from $460 million to $1.25 billion per year, while air pollution related health costs ranged 
from $250 million to $369 million per year, based on a 1995 estimate.12  The daily generation of 
solid waste in the country is about 58,000 metric tons (mt), of which only about 40 percent is 
transported to the final disposal sites which are generally open dumps. The country is also 
threatened by health problems related to hazardous and toxic wastes from industries, hospitals as 
well as residues and unused pesticides from agricultural activities.  Among others, increases in 
these types of wastes have implications for the incidence of cancer, of which there are 30,000 new 
cases each year. The importation of wastes has continued without proper hazard and toxicity 
guidelines.    
 
24. Pakistan is a forest-poor country, with only 0.01 ha of forest per capita and an annual loss 
of natural forest cover of about 2.9 percent between 1990-95.  Forests are a major source of 
fuelwood, and the large demand for fuelwood has contributed to rapid deforestation. This, in turn, 

                                                
11 Source: Planning Commission 2000.  
12 Source: The World Bank, 1995. 
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has contributed to soil erosion in the catchment areas of the major reservoirs, which are vital for 
generation of electricity, and the regulation of water supply and irrigation. Recent data shows that 
about 11 million ha of land in Northwest Frontier Province is prone to soil erosion, and about 40 
million mt of soil are carried through the Indus Basin every year. Land degradation by wind and 
water erosion, waterlogging, and salinity pose major hazards for the agriculture sector.  Annual 
losses due to salinity and waterlogging were estimated at $300 million in 1995. Other sensitive 
ecosystems such as mangroves, rangelands and wetlands continue to deteriorate, threatening 
many species of mammals, plants, birds and reptiles.  
 
25. The increasing environmental problems led to the development of the National 
Conservation Strategy in 1990. In addition, the revised Environmental Protection Act (EPA), 
adopted by the Government in 1997, provides a legal foundation for environmental management.  
For biodiversity protection, the National Action Plan on Biodiversity is now being finalized.  
However, little has been accomplished in implementing the new policies, and enforcing the EPA, 
due to inadequate resources including skilled staff and funding.  Challenges ahead are how to 
increase accountability in managing the environment and natural resources, and to strengthen 
enforcement with limited Government resources. In addition, institutional weaknesses, including 
the absence of monitoring and enforcement mechanisms, should be addressed. The development 
of self-monitoring capacity in the private sector, and a sustainable mechanism to finance 
Government enforcement at the local level, are also essential. 
 
D. Governance: Sound Development Management 
 
26. Weak governance, both structural and systemic, is an important factor in Pakistan’s poor 
economic performance, increasing poverty, and related problems. Lack of transparency, failure of 
accountability, and reduced efficiency and effectiveness, are pervasive in Government 
administration, politics and throughout the economy, and have resulted in mismanagement of 
resources and poor delivery of basic services.  Governance problems include:  (i) political 
uncertainties through confrontations between various organs of the state, which have distracted 
attention from economic management, undermined investors’ confidence, and diverted the 
Government from development and implementation of necessary strategies and policies; 
(ii) politicization of economic decision making, and political interference in the use of public 
resources; (iii) failure of public institutions to fulfill their mandate, limited accountability, and 
ineffective policy implementation; (iv) an outdated legal and judicial system; (v) persistent law and 
order problems, and sectarian violence; and (vi) lack of fiscal discipline, tax evasion, loan defaults, 
non-payment of utility bills, and corruption. 
 
27. The new Government is aware of the need for strong reforms and has adopted restoration 
of good governance as the cornerstone of its development strategy. While initial actions have 
focussed on accountability, especially with respect to loan and tax defaulters, the Government has 
proposed a wide reform agenda. The detailed implementation plan is to be developed by the 
National Reconstruction Bureau (NRB), a think-tank for the National Security Council, the highest 
policy making body. Elements include devolution and decentralization of state power to the local 
level; downsizing of a number of Government offices, and the introduction of greater transparency 
in economic decision-making processes. The Government plans to commence local body elections 
by the end of 2000 and has committed to financially empowering local bodies to maintain 
community services such as roads and water supply schemes. However further detailed 
announcements on the structure of local and district bodies are expected in the near future.  
 
28. Previous measures, including the Accountability Act (1977), the appointment of a Chief 
Commissioner to investigate cases of corruption, a Good Governance Commission and a 
Commission on Administrative Restructuring have developed proposals to reform government 
procedures and the management practices, mandates, organization, and staffing of government 
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ministries and departments. The Ministry of Law has embarked (with ADB TA assistance) on a 
comprehensive program to build the institutional capacity reform of the legal and judicial system to 
make it more effective and attuned to the needs of a modern economy, as well as to strengthen the 
rule of law. The ADB has indicated that it may support reforms with future program lending if there 
is genuine political support and strong commitment from the Federal and provincial governments. 
 
29. Civil service reform has also been identified as one of the important components of the 
economic reform program. In early April, a high powered Committee for Civil Services Reform was 
constituted and the Government announced a reform to be undertaken over 3 phases. In phase 
one, the Ministry of Finance (MOF), as a pilot ministry, will start the reforms. By June 2000, a 
comprehensive reform proposal for the MOF will be finalized and actual restructuring changes will 
be introduced. Within MOF, the reforms have already been initiated in the Central Board of 
Revenue. In the second phase, the reforms will be extended to all ministries of the Federal 
Government. By June 2001, proposals for restructuring all Federal Ministries will be finalized and 
actual retrenchment will begin. In phase three, reforms of provincial Governments will be initiated 
by June 2001. The ADB proposes to assist the program with TAs and a program loan once 
prioritization and an agenda is agreed on by the concerned Government agencies. 
 
E. Implementation Assessment 
 

1. The Portfolio 
 
30. Since the start of lending operations to Pakistan in 1968, the ADB has approved 164 public 
sector loans for more than $9.8 billion, of which $4.1 billion (41 percent) is from OCR and $5.7 
billion (59 percent) from ADF. Pakistan is ADB’s second largest ADF recipient, and the second 
largest borrower overall.  Total lending includes four program loans for a total of $1.1 billion.  About 
$1.12 billion representing mostly loan savings, has been cancelled. The majority of the ADB’s 
lending has been for energy and natural resources management. During the last five years (1994-
1999), there has been a significant increase in lending to the social sectors which account for 
about 21 percent of the active portfolio, with the agriculture/natural resources and energy sectors 
accounting for 31 and 21 percent, respectively, and the finance/industry sector, 18 percent. The 
active loan portfolio amounts to $3.5 billion for 44 loans.  Of this, $1.6 billion has yet to be 
disbursed.  Disbursement performance over the past five years has been reasonable, averaging 
around $478 million annually, approximately in line with new loan approvals. The disbursement 
ratio for the period was also reasonable, averaging about 19.9 percent including program loans 
and 18 percent without program loans, compared to the ADB's overall average of 22.6 percent and 
18 percent, respectively.  
  

2. Issues in Project Implementation 

31. Despite satisfactory disbursements, implementation delays remain a feature of the ADB’s 
portfolio in Pakistan.  Of the undisbursed amount of $1.6 billion, $601 million, or 38 percent, is on 
account of delayed project implementation.  In addition, the ADB’s portfolio now shows a relatively 
high average age of about five years.  To rationalize the portfolio and the completion of individual 
projects, it was decided in 1997 that in view of the constrained economic situation, the country 
program would emphasize quick disbursing, policy-based program lending. This would be 
accompanied by a medium-term decrease in project lending volume and a rationalization of the 
existing portfolio. In 1998 a spring cleaning exercise was conducted by PRM, and by the end of the 
year some $215 million in savings had been identified and $238.52 million has been cancelled. 
The rationalization of the portfolio, together with the continued application of strict linkages 
between annual disbursement levels, new approvals, and the size of the undisbursed balances, 
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should ensure that the portfolio remains healthy over the program period and beyond.  Appendix 2 
provides information on portfolio performance indicators. 
 
32. Biannual Country Projects Review Missions (CPRM) analyze the performance of loan and 
technical assistance and seek agreement with the Government on measures required to improve 
performance. Despite agreed action plans to resolve outstanding implementation issues, portfolio 
performance has not demonstrated any significant improvement as reflected in continuing 
implementation delays, poor track record in meeting policy covenants and commitments for 
operation and maintenance expenditures, and lack of adequate ownership. Persistently poor 
portfolio performance, combined with the shortage of counterpart funds expected over the medium-
term, will require ADB to follow a conservative and increasingly strict performance-linked approach 
in determining the level of new assistance to Pakistan. In addition to the performance of specific 
projects ADB is paying particular attention to the policy environment in which projects are 
formulated.  
 
33. While the immediate implementation problems need additional in-country attention, the 
ultimate value of the portfolio is its impact on Pakistan’s development. Postevaluation findings have 
shown that the development impact of many completed projects in Pakistan has been much less 
than anticipated. The reasons for this are diverse but typically have included inadequate 
implementation of policy based covenants, lack of in-country ownership and involvement in project 
design, and inability to meet commitments for sustained operation and maintenance of completed 
project facilities. All new projects will, therefore, need strong participatory characteristics and 
carefully designed benefit monitoring and evaluation components where appropriate, and means to 
monitor governance issues and development impact.  
 
34. A review of the project completion reports of Bank-assisted projects13 over the last twelve 
months indicates that of the six completed projects, four were classified as only partially 
successful, one was classified as generally successful, and one was classified as unsuccessful. 
Improved implementation performance and full compliance with the respective loan and project 
agreements would contribute towards a greater number of completed projects receiving a 
successful rating.  
 
35. The limited availability of counterpart funds has emerged as another major concern. While 
ADB-funded projects have generally been protected against budgetary cuts through inclusion in the 
core investment program of the Public Sector Development Program (PSDP) at the federal level, 
particularly for water sector projects implemented by WAPDA, for example, or the Annual 
Development Plan (ADP) at provincial level, the continuing budgetary difficulties and fiscal 
weaknesses threaten this basic requirement.  Strict prioritization of project lending, careful 
assessments of budgetary implications of new lending, and close monitoring of fund releases and 
their inclusion as major performance criteria will thus be critical elements of the ADB’s operations in 
Pakistan over the program period.  
 
36. In this context, a recent ADB review shows that the typical reasons for projects not achieving 
their anticipated development impact include: (i) less than thorough project assessment including 
analysis of institutional capacity, beneficiaries needs, bureaucratic complexities and constraints; (ii) 
undue reliance on a strategy of concurrent capacity building; and (iii) weak interagency coordination. 

                                                
13 Loan No. 0791-PAK: Cotton Development Project, for $66.1 million, approved on 30 September 1996; Loan No. 1001-

PAK: Karachi Sewerage Project, for $51 million, approved on 14 December 1989; Loan No. 0973-PAK: Livestock 
Development Project, for $43 million, approved on 28 September 1989; Loan No. 8105-PAK: Punjab Smallholders 
Dairy Development Project (IFAL), for SDR112.05 million, approved on 14 February 1989; Loan No. 1301-PAK: Social 
Action Program-I, for $100 million, approved on 23 June 1994, and Loan No. 1209-PAK: Flood Damage Restoration 
(Sector) Project, for $100 million, approved on 15 December 1992.  The PCR for the Second Barani Area 
Development Project is currently under preparation, but the draft report shows only partial success. 
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Resolution of these issues is set out in a detailed action plan which is dealt with in the biannual 
country project review meetings between the Government and PRM.14 
 
 

II. COUNTRY OPERATIONAL STRATEGY 
 
A. The COS 
 
37. The last COS, prepared for Pakistan in 1995, signaled a major shift towards greater 
emphasis on human development, which had been lagging behind despite relatively high growth 
rates during the 1980s.  With this objective, emphasis in the COS was on enhancing the quality 
and delivery of services, through greater involvement of NGOs and the private sector, and more 
importantly, improvement in the environment for the private sector to take over areas of the 
economy that were previously the domain of the public sector. Critical bottlenecks in physical 
infrastructure were addressed. To improve the performance of social sectors on a sustained basis, 
the strategy went beyond addressing micro institutional-level shortcomings and proposed broad-
based, sector-wide public sector management reforms (or process improvements), including 
administrative, legal, technical, and institutional aspects. Economic growth was supported as a 
second strategic objective, to generate employment for the rapidly growing labor force and the 
financial resources required for investment in human and physical capital. 
 
B. Country Operational Framework (1999–2000) 
 
38. ADB operations in Pakistan are currently guided by the Country Operational Framework 
(COF, 1999-2000), of March 1999.15  The COF was formulated within the changed economic 
circumstances faced by Pakistan, following the nuclear tests in May 1998. Due to the economic 
crisis a sharper focus was required for ADB’s operations, and the following aims were adopted: (i) 
improving economic efficiency and export competitiveness; (ii) human and social development, and 
(iii) governance and institutional strengthening. It also provides the basis for the ADB’s sector 
focus, intersectoral linkages and concerns for poverty reduction and improved environmental 
management.16 Overall priority will be placed on achieving governance reforms, which are a 
necessary precondition for improving absorptive capacity and for sustained development in 
Pakistan. 
 
39. Based on the COF, the ADB’s operational focus is on (i) undertaking a series of studies to 
provide a clear strategy for ADB’s long-term involvement; (ii) broadening and deepening portfolio 
management practices to improve governance; (iii) strengthening poverty impacts of the ADB’s 
assistance and encouraging structural reforms; and (iv) continuing to support province-based 
interventions focused on reducing poverty, building provincial capacity, and widening civil society 
involvement in social and economic development. Human development issues remain a major 
focus to ensure a positive impact on equity and long-run economic growth, and that environmental 
management will continue to be emphasized as a cross-cutting issue, given that the increasingly 
scarce natural resources and growing levels of pollution will impair sustainable growth and human 

                                                
14 Available on file. 
15 The COF was prepared as an interim strategy for 1999-2000 which are considered to be critical years for recovery 

from the economic crisis. The COF highlighted (i) poor portfolio performance; (ii) weak governance; (iii) lack of 
absorptive capacity and (iv) high external debt, as the main issues requiring a sharper operational focus. 

16 Pakistan: Country Operational Framework, 1999-2000. IN.67-19, 16 March 1999. The rationale for the ADB’s sector 
focus is provided in this paper. 
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welfare. However, in view of ongoing partial sanctions, ADB operations only focus on basic human 
needs and those under the IMF’s framework of assistance (See also para.8 above).17   
 
40. The  COF links poverty reduction to a more equitable provision of social services under the 
SAP but also to agriculture (including rural jobs and microfinance), development of social 
infrastructure and reforms of the financial and industrial sectors (e.g., under the TEPI) that will 
encourage job creation in the private sector. Greater emphasis is also being placed on improving 
governance (see paras. 77-79). A new COS incorporating the experience of the COF and the 
ADB’s Poverty Reduction Strategy will be prepared in 2000-2001. 
 
C. Progress in Implementation of the COS 
 
41. Despite generic implementation problems (paras. 31-36), good progress has been made 
towards achieving the objectives of the COS. Under the strategy, the ADB’s share of lending to 
HRD during the 1990s increased significantly compared to the previous two decades (from 9 
percent of total lending during 1968-1979 to 28 percent in the period 1995-1997).  Furthermore, the 
emphasis on policy and capacity building expanded considerably.  A number of large loans to the 
social sectors were approved, including SAP I and SAP II, Technical Education Project (1995), 
Second Girls Primary School Project (1996), and Second Science Education Sector Project 
(1997).18 The development impact of the current program is difficult to assess because these loans 
have either recently been completed (SAP I) or are ongoing (SAP II) but they have made progress 
in addressing the problem of deterioration of delivery of social services.  In recent years, however, 
the emphasis on HRD has been constrained due to a weak absorptive capacity despite increasing 
donor assistance, shortages of counterpart funds, and the deteriorating economic situation.  
Renewed emphasis on capacity building rather than civil works will assist in alleviating these 
problems.  

 
42. The ADB’s current strategy for Pakistan under the COF continues to support the HRD 
emphasis and social infrastructure requirements, as well as programs to respond to the policy 
environment, including increased priority for macroeconomic management and support for 
economic stabilization and restructuring. Initial support was for reforms and expansion of domestic 
capital markets and trade liberalization, export promotion, and private sector-led industrial growth 
in 1997, and trade and industry support under the TEPI Program loan in 1999. New strategic 
adjustments also entail an expansion of ADB support for governance, with an initial focus on 
strengthening the judicial and legal system, and public administration reform.  Finally, the dramatic 
deterioration of the power sector’s financial situation and its potentially damaging macroeconomic 
impact has prompted the Government to start a fundamental restructuring of the sector, with the 
support of the ADB and the World Bank. 
 
43. The following are examples of strategic loans in the proposed program which will be the 
key operational instruments for continuing to implement the three main aims of the COF. 

 

                                                
17 These include proposed loans for (i) Power Sector Restructuring; (ii) Judicial and Legal Reform and (iii) Small & 

Medium Enterprises Trade Enhancement Finance (previously called Foreign Currency Import Facility which was 
originally part of the Trade, Export Promotion & Investment Program); in addition, Capital Markets Development II; 
Agriculture Program II and other loans covered under the IMF’s proposed future framework, will be included. Other 
Program loan possibilities include strengthening and capacity building of provincial government departments.  

18 Loan 1301-PAK (SF): Social Action Program (Sector), for $100 million, approved on 23 June 1994; Loan 1493-PAK 
(SF): Social Action Program (Sector) II, for $200 million, approved on 28 November 1996; Loan 1373-PAK(SF): 
Technical Education, for $60 million, approved on 19 September 1995; Loan 1454-PAK(SF): Second Girls Primary 
School Sector, for $45 million, approved on 15 August 1996; and Loan 1534-PAK(SF): Second Science Education 
Sector, for $40 million, approved on 11 September 1997. 
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(i) improving economic efficiency and export performance, including the Capital 
Market Development Program II ($200 million OCR) to develop the domestic bond 
market, and achieve further reforms in corporate governance, insurance, pension 
and provident funds; and the Energy Sector Restructuring Program ($55 million, 
ADF Fund and $300 million, OCR) to privatize the Karachi Electricity Supply 
Corporation (KESC), achieve gas sector reforms and related energy sector matters.  

 
(ii) human and social development, including the Agriculture Program II ($200 million 

ADF) to support wide-ranging reforms in agricultural pricing and marketing 
arrangements and related institutional changes. 

  
(iii) governance and institutional strengthening. Proposed lending in this category 

includes the Judicial and Legal Program ($80 million ADF) which will bring about 
major changes in judicial policy making and administration, delay reduction in the 
courts, improve access to justice, improve judicial training, address constraints in 
legal education and strengthen economic law reform; and Civil Service Reform 
($100 million OCR).  

 
44. Of the proposed TAs in 2000 or during the program period, several have major 
significance due their scope, implications for policy development and possible future lending:  
 

(i) Civil Service Reform Capacity Building ($1.5 million) to support a number of 
initiatives starting with assistance to the Government for developing and 
implementing a national framework and workplan for civil service reform and 
restructuring. 

 
(ii) Strengthening Institutional Capacity for Judicial and Legal Reform ($2.9 million) to 

set the basis for a forthcoming program loan for this purpose. 
 

(iii) Institutional Strengthening of NGO-Government Collaboration ($400,000) to 
strengthen partnerships and build institutional capacity to reduce poverty.  

 
(iv) Debt and Risk Management ($995,000), which will build urgently needed domestic 

capacity to manage and restructure Pakistan’s extremely high public sector debt. 
 
45. As noted in paras. 30-35, there is a need to significantly improve the performance of ADB’s 
existing portfolio, including the need to assess borrower policies, institutions, and monitoring 
portfolio performance as a basis for effectively allocating future resources. While the performance 
criteria have yet to be finalized, they are expected to include four areas, including (i) economic 
growth and private sector development, (ii) poverty reduction with special attention on gender 
aspects, (iii) governance and public sector management, and (iv) protection of the environment. 
These key areas are essential to develop effective institutions to ensure sustained development 
impacts. The progress and achievement in these areas will guide the annual indicative planning 
figure (IPF). 
 
D. Poverty Partnership Agreement 
 
46. A new Country Operational Strategy by the ADB is to be formulated in 2000/2001. As a first 
step, a detailed poverty situation analysis is being undertaken in 2000 based on existing 
information available, to assess country performance in achieving poverty reduction in the past and 
review poverty impacts of past ADB assistance. The findings of the strategy will be discussed by 
stakeholders in a public forum jointly organized by the Government and the ADB. This will involve 
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a participatory approach at provincial level and ensure adequate involvement of all social groups 
and particular emphasis will be placed on the need to overcome the pervasive gender dimensions 
of poverty reduction in Pakistan. The role of the ongoing SAP, other donors’ programs and other 
ongoing poverty-oriented interventions will also need to be carefully assessed. A Partnership 
Agreement between the Government and the ADB will then be concluded, most likely by second 
quarter 2001. The agreement will not only set out a long term vision of poverty reduction, but also 
key indicators, institutional milestones, and a specific assistance plan for ADB’s operations in the 
country. A cautious and flexible approach will be needed which acknowledges the realities of 
Pakistan’s weak implementation capacity, its economic outlook and the likely political uncertainties 
in the short-medium term.  
 
 

III. SECTOR STRATEGIES 
 
A. Agriculture 
 

1. Agriculture and Rural Development 

47. Agriculture remains the most important sector for employment and income generation.   
The sector, including forestry, livestock, and fisheries, accounts for about 26 percent of GDP and 
more than 45 percent of employment. It generates directly and indirectly about 70 percent of export 
earnings.  Growth in the sector has declined from an annual average of 4.1 percent in the 1980s to 
3.4 percent in the 1990s, and deteriorating productivity and increasing environmental damage 
threatens the sustainability of agricultural output. Pakistan’s agriculture requires reforms to achieve 
sustainable production and marketing systems, modernization and diversification to improve 
competitiveness and higher value added, and a supportive policy and institutional environment for 
private investment. The constraints in the sector include imperfections in land markets and land 
distribution; irrigation inefficiencies and increasing deterioration of land quality; an inadequate rural 
transport network; inefficiencies in public sector marketing of certain agricultural inputs and 
outputs; poor quality of research and extension; and restricted access to credit by small farmers. 
The ongoing ADB-financed sector strategy study will develop strategies and action plans to 
address these constraints.19 An Agriculture Program Loan for $200 million has been included in 
2002 to assist the Government to implement these strategies and action plans.  Within the 
framework of this proposed loan, enforcement and improved implementation of agricultural income 
tax through harmonization of tax rates and coverage across provinces will be addressed.  
 
48. Agriculture is also important in the context of rural development and poverty reduction. In 
the rural areas where about 67 percent of the country’s population lives, agriculture is the major 
sector for employment and income generation. Also, over 70 percent of the country’s 36 million 
poor live in rural areas. Community-based multi-sectoral area development projects have proven to 
be successful in poverty reduction.  However, success also requires specific measures such as 
better targeting, improved rural financial policies and mechanisms to enable small farmers and the 
landless to access financial services. While rural credit programs are being emphasized by the 
Government, much rural employment relies on the non-farm sector. Non-farm income is an 
important contributor to the livelihood of rural households, especially those in the lower income 
groups and among the landless and smaller farmers. It is important for poverty alleviation. ADTAs 
for NWFP Rural Development Strategy (2000), and Agribusiness Development (2002) have 
been included. PPTAs for FATA Rural Development (2001), Punjab Barani Phase III (2002), and 
Balochistan Rural Poverty Reduction (2003) have also been programmed to prepare poverty-
targeted rural development projects. Following these TAs and to reduce rural poverty, build 
                                                
19 TA 3229-PAK: Agriculture Sector Program, for $350,000, approved on 20 July 1999. 
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sustainable local institutional capacity and address key development constraints, rural 
development loans have been included for NWFP Barani Area Development  Project, Phase II 
(2000) for $52 million, and Sindh Rural Development Project (2001) for $40 million. 
 

2. Forestry and Natural Resources 

49. Water resources management plays a crucial role in the country’s overall development, as 
about 90 percent of crop production depends on irrigated land. In the water sector, the ADB has a 
significant track record and the ongoing portfolio includes loans and TA support for irrigation, flood 
control and drainage.  
 
50. Future ADB investments in the water resources sector and related policy dialogue will focus 
on making the reforms initiated under National Drainage Program (NDP)20 work, and lead to 
accelerated agriculture growth and poverty reduction. Under NDP, Provincial Irrigation and 
Drainage Authorities (PIDA) were introduced in each of the four provinces to enable establishment 
of financially autonomous organizations, i.e., Area Water Boards at the main canal level and 
Farmer Organizations at the secondary canal level. The underlying principle of these reforms is to 
decentralize the operation and maintenance functions and reduce government subsidies, in 
particular for irrigation and on-farm drainage. To support the efforts for reforms and improve overall 
water resource management, assistance for rehabilitation and improvement of irrigation and 
drainage systems will be selectively considered, as well as new water resources development 
initiatives within the context of rural development and poverty alleviation.  
 
51. No additional forestry sector activities are planned at this time after completion of the Sindh 
Forestry Project in 2001 and attention will mostly focus on implementing the ongoing Forestry 
Sector Project in NWFP.21 In that Project the ADB is assisting in strengthening the capacity at the 
federal level to monitor the implementation of the Government’s Forestry Water Plan. 
 
B. Infrastructure 
 

1. Energy 

52. Pakistan’s power sector is facing a crisis, which stems from weak governance, poor 
financial management, political interference, and long term disregard for prudent business 
practices. Weak governance has resulted in inefficient utility operations, power theft, illegal power 
supply, reduced billing and collection, and non-payment of arrears. A serious circular debt problem 
has also resulted between the power utilities, fuel suppliers and the engineering industry. These 
poor business practices have contributed to the build up of the financial crisis in the sector, which 
has significant repercussions on the country’s economy. Due to its significance in the economy, the 
power sector is recognized in the COF as a primary area for policy initiative by the ADB. The 
absence of a prompt and adequate policy response in previous years posed a major threat to the 
power sector and also threatened future Pakistan’s industrial development.  The new Government 
has been prepared to commit itself to radical reforms and tough adjustment measures, including 
market-driven systems, to restore viability in the sector and to make it self-sustaining.  
 
53. ADB support of the Government’s initiatives for structural reforms in the power sector is 
considered essential, given the urgent need to introduce competition as the driving force for 
improvement and private sector participation as a vehicle for creating a competitive environment.  
Key areas of reforms include: (i) establishing a modern regulatory framework and supporting 
institutional capacity for autonomous power industry regulation; (ii) financial restructuring and 
                                                
20 Loan 1413-PAK(SF): National Drainage Sector Program, for $140 million, approved on 12 December 1995. 
21 Loan 1403-PAK: Forestry Sector Project, for $42.6 million, approved on 9 November 1995. 
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privatization of the Karachi Electricity Supply Corporation (KESC); (iii) restructuring of the Water 
and Power Authority (WAPDA) and privatization of corporatized entities; (iv) creating an enabling 
environment for a competitive electricity market; and (v) fully resolving the ongoing issue of the 
contracts between WAPDA and several independent power producers (IPPs).   
 
54. The longer term strategic objective in the sector is to develop an efficient and competitive 
power sector which would comprise a number of privately owned generation corporations 
operating under market competition; an independent and regulated transmission and dispatch 
corporation for an integrated operation of the system and for the wholesale market; private 
regulated corporations for electricity distribution; a privatized KESC supplying the Karachi area; 
and the transformation of the National Electric Power Regulatory Authority (NEPRA) into a fully 
autonomous and effectively functioning regulatory agency for the power sector. Under the 
proposed Energy Sector Restructuring Program Loan, for $350 million with the supporting TA 
loan ($5 million), to support the restructuring and privatization of KESC and to assist in financing 
the exceptional social and other costs attributable to such major restructuring and privatization 
under a first tranche. The second tranche of the loan is to be made to WAPDA to fill the residual 
financing gap after tariff adjustments and restructuring. IMF conditions under the SBA program 
concern overall strategic agreements on macroeconomic restructuring of the economy including 
public sector investments and restructuring which apply directly to issues in the power sector. To 
support expanded energy self-sufficiency and a reformed and sustainable institutional framework, 
two ADTAs were included in the 2000 program: (i) Institutional Strengthening of NEPRA22 to 
build the institutional capacity to independently examine and regulate prices and related power 
industry guiding principles and standards; and (ii) Support for the Privatization of KESC to assist 
in the preparation of financial models, the preliminary information memorandum and technical, 
social and labour due diligence, and to prepare KESC for sale. In addition, in 2001, an additional 
ADTA will be included for Capacity Building of the National Transmission and Dispatch 
Company (2001) to assist in developing the operating, investment and maintenance guidelines for 
the transmission grid code, a modern costing system and to build planning capacity.  Taken 
together, this program will make a strong contribution to developing the institutional capacity to 
support the modernization of the power sector. 
 
55. In addition to the power sector initiatives described above, a PPTA in 2002 will prepare an 
environmentally focussed project for loan financing for Industrial Efficiency and Environmental 
Management to implement market-based instruments for pollution control in highly polluted 
industrial subsectors, establish industrial waste treatment facilities, and reduce air and water 
pollution. The project will also provide a model for restructuring Government agencies in the 
environment sector through a comprehensive program of capacity building. Two PPTAs, 
Strengthening of Safety and Environmental Aspects in Petroleum Sector and Renewable 
Energy Development have been included in 2003 to further develop the future lending program.   
 
56. Efficient development of domestic natural gas will lead to long term improvements in the 
balance of payments due to substitution of imported fuel oil and reduced power generation costs.  
The ADB has recently advised the Government that there are four immediate needs: (i) appropriate 
regulations for the gas and liquid petroleum sector; (ii) an environment that is conducive to the 
privatization of the two existing public sector-owned gas corporations (Sui Southern and Sui 
Northern); (iii) public and private partnerships and investment in the infrastructure required to 
increase the utilization of domestic gas; and (iv) a white oils product pipeline to transport petroleum 
products to the north of the country. This will also lead to increased transportation efficiency and 
reduced environmental damage by road tankers. An ADTA has been programmed to assist the 

                                                
22 TA 3409-PAK: Capacity Building of the National Electric Power Regulatory Authority (NEPRA), for $1 million, approved 

on 6 March 2000. 
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Government in Support for Regulatory Framework and Economic Modeling (2001) to focus on 
gas sector regulatory capacity, development of an economic gas pricing model and the form of the 
gas tariff structure, assist in economic decision making on fuel pricing, and market-based support 
for a regulatory framework for the liquid petroleum distribution subsector. Future loans to the sector 
may follow in the form of joint public-private partnerships. 
 

2. Transport 

57. The role of the ADB in the transport sector will be reviewed in the forthcoming ADB 
Transport Sector Strategy, which will complement the Transport Sector Development Initiative 
being developed in collaboration with the World Bank and stakeholders in Government, the private 
sector and civil society. Currently, principal focus of the ADB will be in the roads subsector. 
 
58. Although the road network has become more extensive over the past two decades, 
investment in the sector has not matched the demands of greater mobility and trading 
opportunities. Resource constraints have led to inadequate road rehabilitation and maintenance 
resulting in rapidly deteriorating roads and a large and ever increasing maintenance backlog. 
There is also an urgent need to develop management and professional skills in the institutions that 
are tasked with managing the road network. The need for institutional strengthening and well 
designed road sector development plans are particularly apparent at the provincial level, where the 
greater portion of the network exists. Even those sections that have been improved recently with 
donor assistance will not achieve their intended lives unless network management is improved 
radically. While national and provincial roads are adequate in extent, though not in quality and 
service level, rural roads are inadequate in both extent and quality to serve the needs of rural 
areas, particularly with poverty reduction as a guiding parameter for ADB interventions. Key issues 
that need to be addressed through province-level interventions include: (i) institutional reform and 
capacity building; (ii) maintenance planning, funding, and operations; and (iii) traffic management 
and road safety. The overall strategic priority will focus on the development of the provincial road 
networks, including rural roads, to support economic development, rural development, and poverty 
reduction through improved access to basic services and employment opportunities for rural 
populations. 
 
59. The first intervention under this strategy will be in Punjab province as an area of focus in 
the medium term. Punjab’s share of the country’s provincial road network is about 32,800 km, or 
about 54 percent. The network is characterized by deteriorated and inadequate pavements, in 
terms of physical capacity and strength; unregulated vehicle weights and axle loading; lack of 
timely, adequate and appropriate maintenance; and inadequate capital investment. Since Punjab is 
the most densely populated and economically active province, with high levels of industrial 
production and agricultural productivity, the poor condition of its road network has major economic 
impacts not only on the province, but also on the entire country. 
 
60. The ADB’s involvement in the road sector over the next few years will focus primarily on the 
provincial networks, the components of which range from heavily trafficked multi-lane highways to 
remote rural access roads, and in particular on improving the capabilities of the agencies that are 
responsible for the networks, both human capital and regulatory frameworks. Although the World 
Bank focuses on the national highway system, and is assisting in the establishment of a road fund, 
the ADB will complement those efforts by assisting in the establishment of a provincial road fund in 
Punjab, and selective interventions in the national highway system with a provincial emphasis. The 
strategy will seek to emphasize poverty reduction linkages; increase ownership; focus on sector 
revenues, and operation and maintenance expenditures; and complement ongoing ADB 
assistance (Provincial Highways Project) in further reform of provincial institutions and 
development of an effective transport policy framework. Although the viability of private sector 
involvement in development of arterial roads through BOT projects appears uncertain, the scope 
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for private sector participation in construction and operation of rural roads, while limited, will be 
explored. The program currently includes a Punjab Road Sector (2002) loan of $150 million, and 
Road Sector Development (NWFP/Sindh) for $200 million in 2003, with an associated PPTAs in 
2000 and 2001, respectively. A PPTA for Balochistan Rural Road Development, focused on 
farm to market roads and related investments, has been included for 2002. 
 
61. The ADB also recognizes the critical role that the ports systems have in the national 
economy, with Port Qasim and Karachi Port as the principal trading gateways to Pakistan. There is 
considerable scope for efficiency improvements at the ports, both institutionally and operationally, 
and greater private sector participation in selected port operations. The ADB will assess the 
potential for support for ports development in the forthcoming Transport Strategy.” 
 

3. Finance and Industry  

62. The performance of the trade and industrial sectors has been adversely affected by several 
factors, including inefficient and high cost of financial intermediation, distortions of the trade regime 
which encouraged uneconomic import substitution, inability of the export policy incentive 
framework to offset the anti-export bias in the trade regime, and large-scale nationalization of 
industrial and financial institutions.  The ADB funded TEPI will promote exports, restructure 
institutional arrangements, liberalize trade and controls in the economy, simplify and streamline 
export procedures, and place greater reliance on market forces to promote efficiency and growth. 
Tariff reforms and rationalization of the trade regime (under TEPI) is in tandem with ESAF/EFF 
objectives and the successor PRGF, and will lead to a more efficient and competitive industrial 
structure that is able to successfully meet the rigors of international competition and is compliant 
with WTO stipulations. The ADB is supporting the achievement of these objectives under TEPI and 
its three associated TA loans. The Small and Medium Enterprise Trade Enhancement Facility 
(formerly called Foreign Currency Import Finance Facility) loan, which is related to TEPI, is 
included in the ADB’s 2000 program in the amount of $150 million. It will support three 
components: (i) introduction of a Foreign Currency Import Facility to target SMEs excluded from 
current export schemes; (ii) a new US dollar and market interest based 3rd window in the 
Government’s existing Export Financing Scheme (EFS) to also cover indirect exporters; and (iii) 
provision of ADB partial risk and partial credit guarantees. The ADB is also exploring financing of a 
Preshipment Export Financing Guarantee Agency (PEFG).  
 
63. In conformity with the 1995 COS and the 1999 COF, the ADB is supporting the broadening 
and deepening of the financial markets and strengthening of their regulatory frameworks to 
improve financial intermediation, and the development of a conducive industrial and trade incentive 
framework to promote exports, product diversification, and private sector-led industrial growth.  
These are crucial elements for sustainable economic development.  The ADB, under the ongoing 
Capital Market Development Program Loan (CMDPL),23 is promoting development of a diversified 
and competitive capital market.  A second phase, CMDPL II (2001) for $200 million, would focus 
on the development of an active domestic bond market.  This will include development of a long-
term yield curve by shifting the burden of the Government’s non-bank financing from the National 
Savings Scheme (NSS) to a long-term bond market, and of the institutional investor base to invest 
in these instruments including insurance, pension and provident funds.  Moreover, additional 
assistance will be required to develop further the secondary market infrastructure and the 
regulatory framework for capital markets and non-bank financial institutions. Increased emphasis 
will also be placed on corporate governance.  
 
64. Three ongoing TAs from the 2000 program will have significant impact in lending and policy 
advice during the program period. These are (i) Development of Debt Markets and Institutional 

                                                
23 Loan 1576-PAK: Capital Market Development Program, for $250 million, approved on 6 November 1997. 
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Investments to further the reform of the NSS,24 reform of the insurance industry, and reform of 
pension and provident funds, that has commenced following earlier TAs;25 (ii) Restructuring the 
State Life Insurance Corporation (SLIC), to support sequencing various reform components; and 
(iii) and ADTA for  Debt and Risk Management in the Ministry of Finance (MOF) which will be 
crucial for more effective debt management within the MOF, and the preparation of a professional 
treasury group to manage the bond portfolio that will emerge as a result of the proposed reforms 
under CMDPL II.26 To follow up on the TEPI program, a PPTA has also been included for Small 
and Medium Scale Industries (2001), which will further support the need for a supportive policy 
and regulatory environment for diversified industrial growth, especially with an export orientation. A 
loan has been programmed for 2003. 
 
C. Social Infrastructure and Environment 
 

1. Education 

65. Student enrolments have not kept pace with population growth and the quality of student 
learning has remained deficient. Despite severe financial constraints over the past two years, 
Pakistan has generally, maintained spending for basic education through the SAP including primary 
education and middle schooling. As a result, enrolments have climbed from 69 percent in 1993 to 73 
percent in 1996 and from 54 to 64 percent for girls in the same period. The SAP has provided 
organizational capacity to increase enrolment growth, improve provincial educational monitoring, 
augment non-salary budgets for learning materials, and community participation through NGOs. 
Donor coordination for the SAP through the Multi-Donor Support Unit (MSU) has been particularly 
effective. Under the SAP umbrella, existing ADB-assisted projects in primary and middle schools and 
teacher training have been protected from funding cuts.  They have had impacts on improving 
teacher certification and in-service training, scholarships for girls in grades 6-8 and the introduction of 
community model schools to provide quality classroom learning for primary school girls.  These 
issues of access especially for girls, quality improvements to learning and the system’s capacity 
building under SAP continue to be the ADB’s focus in education.  
 
66. With respect to human development, the ADB’s main objective is to support Government 
expansion of quality basic education, especially for girls in rural areas, to raise participation rates in 
primary schools above 85 percent by 2000. The proposed Primary School Quality Improvement 
Project, for $50 million and programmed for 2001, will focus on reducing student dropout and raising 
the standard of education through decentralized supervision and school-community activism to make 
schools more responsive to students. In particular, the ADB is committed to raising the quality of 
what is learned in school as measured by improvements in teacher qualifications, in-service training 
and student test scores.  The Teacher Training II Project (2002) for $50 million, will further develop 
the quality of teaching. Policies in support of basic education have been discussed jointly with donors 
under the SAP. Policy dialogue continues to emphasize the distribution of non-salary expenditures 
through school management committees and provision of adequate numbers of trained teachers in 
schools according to enrolment criteria of one qualified teacher to 35 students. Outside of basic 
education, the proposed Nonformal Education for Rural Women Project for $30 million 
programmed for 2000 will help to improve literacy and life skills. A PPTA to design the SAP III loan 
has been programmed for 2002. A SAP III loan for $200 million has been programmed as a standby 
loan in 2003. In addition, PPTAs for Balochistan Non Formal Education for Rural Women (2002), 

                                                
24 TA 2812-PAK: Interest Rate Management of National Savings Scheme, for $100,000, approved on 18 June 1997. 
25 TA 2866-PAK: Reform of the Insurance Industry, for $700,000, approved on 15 September 1997; TA 2867-PAK: 

Reform of Pension and Provident Funds, for $ 600,000, approved on 15 September 1997. 
26 TA 3390-PAK: Capacity Building for Debt and Risk Management of the Ministry of Finance, for $995,000, approved on 

5 January 2000. 
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Third Girls Primary School (2003) and Early Childhood Development (2003) have been 
programmed to develop a lending program for future years. 
 
67. Over the next three years, the ADB will continue to place priority on basic and nonformal 
education with the aim to improve basic social indicators in Pakistan. In basic education, the ADB 
will provide support to quality improvements to primary education with emphasis on dropout 
prevention in rural areas through scholarships and community involvement and teacher in-service 
training. 
 

2. Health 

68. Health services in both public and private sectors in Pakistan are generally of poor quality. 
A major problem in the health sector is poor governance.  While federal and provincial capabilities 
have improved under SAP, the district level remains ineffective due to lack of authority, absence of 
accountability and teamwork, and lack of financial resources. There are insufficient female health 
staff compared to males, and staff absenteeism is high due to adverse recruitment practices, lack 
of job supervision, inadequate incentives, and social and security problems in rural areas.  On the 
demand side, there is limited community appreciation for the health and nutrition needs of women.  
The health education and nutrition promotion subsectors have remained marginalized. The 
ongoing Women’s Health Project addresses many of these concerns.27 
 
69. Under the SAP, a core health policy reform agenda has been formulated in each province, 
which, as the programmatic theme for the next four years, aims to improve the quality of primary 
health care. The Provinces have also identified a range of organizational priorities to improve the 
effectiveness and efficiency of the health sector. This includes decentralization, involving 
communities, development of district health management authorities, public-private partnership, 
development of supervision and monitoring systems, integration of federal programs and provincial 
health services, rationalizing public health facilities and staff deployment, introducing performance-
based incentives systems, and improving cost recovery. As one of the lead donors in the health 
sector, the ADB has had a key role in helping the Government to set programmatic and 
organizational priorities, improve system designs, develop human resources for the sector, and 
improve service delivery to ensure the impact of policies and programs. Priorities for the ADB’s 
involvement are women’s health (including reproductive health, health education, and nutrition 
promotion), communicable disease control, and health sector reform. 
 
70. The ADB’s policy interventions in the sector focuses on: (i) improved public sector efficiency 
through strengthening of the management and the development of public-private partnerships in 
the delivery of services; and (ii) increasing equity through improving the access of women to health 
services and the quality of women’s health care. The current program includes PPTAs for 
Nutrition Improvement in 2001 and for NWFP Health Sector Reform in 2002. In the program 
period, loans have been included for Reproductive Health $30 million, 2001, to improve access to 
reproductive health services and reduce fertility of married couples through community workers 
and the private sector, and improve clinical health services; and Nutrition Improvement $30 
million in 2002. In 2003, a NWFP Health Sector Reform loan for $50 million has been 
programmed. In addition, the PPTA and loan for SAP III (para. 67) include a health component. 

 

3. Urban Development 

71. Although at present Pakistan’s water supply and sanitation indicators rank slightly above 
the average for South Asia, sector investments continue to fall behind the growth in demand for 

                                                
27 Loan 1671-PAK(SF): Women’s Health Project, for $47 million, approved on 16 March 1999. 
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environmental services caused by urban expansion, the urban environmental and social 
development indicators continue to decline. Infrastructure investments in the sector are not 
keeping pace with the rapid growth of urbanization in recent years and service quality is poor.  
Only the largest of Pakistan’s cities have sewage conveyance networks, and low-income areas 
typically receive inadequate sanitation services.  Many urban water supply and sewerage systems 
that have been installed or upgraded more than 20 years ago are operating at or above their 
capacity.  These systems are in poor condition and many have already come to the end of their 
life.  Piped water supply is irregular, often provided for less than six hours per day and system 
losses are high, estimated at 50 percent.  Underground sewerage facilities are provided only in 
major cities, and squatter settlements and low-income areas are often left unserved.  In urban 
areas, only about 40 percent of solid waste can be transported to the final disposal site, due to 
inadequate resources and management capacities. Substantial deficiencies remain in the provision 
of shelter for the urban poor. In addition, the large Afghan migrant and refugee populations in 
NWFP’s and Balochistan’s urban centers are further taxing the strained capacity of urban services 
in these areas. 
 
72. In addition to insufficient investments in both urban and rural infrastructure, major 
constraints on sector efficiency are: (i) poor public sector management at all levels of Government; 
(ii) a lack of accountability in governance; (iii) ineffective markets for land and shelter; 
(iv) underfunding of investments, poor cost recovery, and poor O&M.  Local resource generation 
for the provision of public utilities as well as beneficiary and community participation in the 
operation and maintenance of the utilities has also been limited.  Increased private sector 
participation for the provision of urban services is encouraged by the Government, but hindered by 
a poor regulatory framework. 
 
73. The main focus of ADB assistance to the sector, in conformity with the 1995 COS and the 
1999 COF, will be on environmental aspects and poverty reduction. Policy dialogue will broadly 
cover: (i) institutional restructuring with emphasis on elimination of overlapping functional 
responsibilities, professionalization of urban management, staffing policies, and devolution of 
services delivery; (ii) private sector involvement in the delivery of selected urban services; (iii) 
budgeting and finance and increased cost recovery and municipal revenue; and (iv) increased 
community involvement.  Capacity building efforts will be pursued for institutional strengthening of 
provincial and municipal urban management and operations, including planning and 
implementation capabilities, financial management, and environmental management.  Assistance 
for privatization of utilities and urban waste management will also be considered, as appropriate. 
 
74. Future sector investments will be province-based through selective use of the SDP 
modality.  Planned assistance to urban development over the program period is significant with 
proposed interventions in several provinces. Punjab Urban Development Sector loan ($80 
million) is included in the 2002 loan pipeline to strengthen responsible institutions, develop urban 
infrastructure, waste management and slum improvement in selected cities in Punjab. A loan for 
Quetta Water Supply and Sanitation ($60 million) is also included for 2002. An ADTA on Quetta 
Water Supply Institutional Strengthening (2002) and PPTA on Balochistan Urban 
Development (2003) are also included. A PPTA on Low Income Housing for 2001 and a $80 
million loan in 2003 are included to facilitate provision of housing for the poor. 
 

4. Environment 

75. The main objective of the ADB’s environment strategy in Pakistan is to promote the full 
integration of environmental concerns into the country’s development process. The ADB has 
provided TA support for the implementation of the National Conservation Strategy with emphasis 
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on strengthening the capacity of EPA staff.28 With regard to the present capacity of the 
Government, the implementation of the strategy requires a multi-pronged approach to enhance 
incentives for environmentally responsible behavior, increased investment in environmental 
protection by both the public and private sectors, and capacity building assistance to agencies 
responsible for environmental planning, management, and enforcement. Priority areas include: (i) 
preventing and controlling urban and industrial pollution; (ii) improving management of water 
resources; and (iii) promoting more effective partnership among the Government, the private 
sector, and the public at large to address environmental concerns. 
 
76. Over the program period, environmental protection and management will be the secondary 
objective of most proposed ADB interventions in water resources and urban development sectors. 
Environmental concerns will also be mainstreamed under the proposed area-based rural 
development projects. A major stand-alone initiative is also envisaged for assistance to improve 
industrial efficiency and environmental management. The proposed PPTA for Industrial 
Efficiency and Environmental Management (2002) will complement the ADB’s assistance to 
reduce the incidence of environmental damage through market-based controls in heavily polluted 
industries and provide a model for restructuring agencies in the environment sector. Urgent 
environmental concerns to reduce pollution levels in the very heavily polluted Ravi river, are also 
being addressed under the Punjab Water Resources loan described in para. 48.  
 
D. Governance Dimensions of ADB Operations 
 
77.  More recently, the Government has intensified policy reforms towards anticorruption, 
decentralization, transparency in policy formulation, and efficient civil service, but the efforts have 
generally not been successfully institutionalized.  Although “core” governance activities have 
progressed slowly, there have been notable advances in individual sectors with support from 
various donors, including the ADB.  Institution and capacity building is ongoing in various areas of 
ADB activity and are included in virtually all areas of ADB operations, including portfolio 
management. The ongoing TEPI loan is targeted on lower tariff rates, reduced tariff 
exemptions/concessions, and privatization of SOEs. Additional capacity building is provided 
through TA loans approved together with the TEPI loan.29 
 
78. ADB operations and policy dialogue will be increased over the program period to improve 
governance and to develop competitive markets and improve the environment for the private 
sector. Review of the role of government will be encouraged through increasing stakeholder 
involvement in design and implementation of all ADB interventions in the governance area. The 
main area of intervention will be the strengthening and modernization of key institutions in the legal 
and judicial system, especially the subordinate courts where ordinary citizens are frequently denied 
justice through extensive court delays, outdated administrative procedures, and lack of resources. 
TAs30 to assist the Government and the Judiciary were completed in early 1999 to prepare the 
reform agenda. This will be expanded through an ADTA for Strengthening of Institutional 
Capacity for Judicial and Legal Reform31 (2000), and a Judicial and Legal Reform Program 
loan for $80 million in 2001. In addition TAs for civil service reform, and capacity building for 
devolution, is provided for in the program. These interventions, together with sector-level efforts to 
strengthen the role of the market mechanism in resource allocation, will support key elements of 
                                                
28 TA 2776-PAK: Support to the National Conservation Strategy, for $850,000, approved on 29 December 1994. 
29 Loan 1681-PAK: Modernization of Customs Administration, for $3 million; Loan 1682-PAK: Institutional Support for the 

Trade Regime, for $3 million; Loan 1683-PAK: Institutional Strengthening of the Board of Investment, for $1 million, all 
approved on 31 March 1999. 

30 TA 3015-PAK: Legal and Judicial Reform, for $995,000, approved on 7 May 1998 and TA 2979-PAK: Strengthening 
Government Legal Services and the Subordinate Judiciary, for $150,000, approved on 31 December 1997.  

31 TA 3433-PAK: Strengthening of Institutional Capacity for Judicial and Legal Reform, for $2.9 million, approved on 27 
April 2000. 
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the ADB’s governance and anti-corruption policies. The Energy Sector Restructuring Program 
loan will address corporate governance of power utilities (KESC and WAPDA), and associated 
technical assistance to be developed during loan processing will help develop the policy and 
regulatory environment, and transition programs for affected employees and populations at risk 
from the restructuring. PWD will complete a Governance Issues Study in 2000 in its economic 
and sector work program to determine the most effective means of achieving governance 
improvements at federal and provincial levels.   
 
79. While a firm framework for the process of change in civil service and an action plan for its 
implementation are still at early stages of discussion, initial work in this area has been supported 
by the major donors and further assistance is programmed. ADB technical assistance programmed 
for 2000 in the area of Civil Service Reform, consistent with the COS and the COF, will follow 
Government approval of an action plan for reform programs, and a Civil Service Reform Program 
loan for $100 million, has been included for 2002. However, the Government’s commitment to 
significantly improve governance must be sustained if progress is to be made. 
 
E. Gender Dimensions of ADB Operations 
 
80. The status of women in Pakistan, as evidenced from persistent gender disparities, remains 
dismal. This is a core element of the Gender Strategy, prepared in 1995 for the COS and is still 
relevant today.32 Its main goals include: (i) measures to combat the multiple constraints which 
prevent girls from entering school and from completing primary and middle level schooling; (ii) 
special attention to women’s health given Pakistan’s high fertility rates and low contraceptive 
prevalence; and (iii) support to the enhancement of women’s productivity and their economic 
empowerment which holds the best promise to improve their condition. 
 
81. The strategy and the Gender Briefing Paper are both being finalized by mid 2000 to reflect 
the current realities of gender issues in Pakistan.  The revised Gender Briefing Paper will examine 
progress made on essential issues such as the delivery of social services, women’s access to 
income and employment and women’s rights.  In addition, emerging areas such as the legal status 
of women, violence against women and the gender dimensions of poverty will be assessed and 
strategic areas for ADB intervention identified. A Gender and Development Officer has been 
posted at PRM for a period of three years under RETA 5835 to ensure that gender concerns are 
adequately addressed by ADB and executing agencies. 
  
82. During the program period gender issues will continue to be reflected in the lending and 
technical assistance program. The ongoing Malakand Rural Development Project33 will positively 
impact on income generation and poverty reduction for women, as will the newly commenced 
Women’s Health Project. A number of proposed projects, including the Nonformal Education for 
Rural Women Project programmed for 2000, the Reproductive Health Project programmed for 
2001, and the Primary School Quality Improvement Project programmed for 2001 will all 
directly focus on improving the status of women in Pakistan.  Proposed technical assistance such 
as the ADTA for Strengthening of NGO-Government Collaboration in 2000 will also enable 
gender and development issues to remain high on the ADB’s agenda.  The latter will promote 
capacity building and institutional strengthening, which are urgently needed in Pakistan’s NGO 
sector to facilitate greater capacity to efficiently deliver services especially to the poor. The ADTA 
on NWFP Rural Development Strategy (2000) and the planned FATA Rural Development 
(2003) loan, with the PPTAs on Punjab Barani Phase III (2002) and Balochistan Rural Poverty 
Reduction (2003) projects are expected to have significant gender focus. 

                                                
32 “A Strategy for Women in Pakistan”, Appendix 1.  1995 COS. 
33 Loan 1672-PAK(SF): Malakand Rural Development Project, for $41 million, approved on 18 March 1999. 



 23 
 

 
83. There are a number of governance dimensions to gender goals that will be considered to 
ensure that gender issues are appropriately covered in programming and strategy development in 
Pakistan.  For example, apparent gender neutrality of governance structures will be carefully 
examined to ensure gender equitable outcomes; the forms in which women organize and issues 
around which they mobilize will be recognized as important political processes. A gender 
perspective will be incorporated into governance analysis to cut across and link all social domains.  
 
F. Province-Level Interventions 
 
84. In spite of its federal nature, government functions and the fiscal environment in Pakistan 
are over-centralized, particularly with regard to resource allocation, expenditure decision making 
and management, public sector institutions, and revenue mobilization.  This has reduced the 
effectiveness of expenditures, weakened incentives for local revenue mobilization and cost 
recovery, and impaired accountability.  Strengthening local government institutions, improving 
cross-sectoral networking of central government, private sector, NGO, and provincial and local 
governments in service provision, and expanding local resource bases and mobilization are 
therefore critical.  Moreover, because of strong geographic, climatic, cultural and ethnic 
differences, the development requirements of provinces differ widely and require a more targeted 
strategic approach.  Role sharing and increasing the number and diversity of service partners 
needs to be encouraged as means towards increased accountability, reduced risk and better 
adapted local services.  
 
85. While past ADB operations in Pakistan have in many cases been implemented at the 
provincial level, this has generally been through “umbrella” projects covering all four provinces and 
with significant involvement of the concerned federal ministries.  These interventions have not 
always been ideal due to their complex implementation arrangements and somewhat diluted policy 
and institutional focus. The Government and the ADB agree that in areas of provincial control a 
more systematic recourse to province-based operations covering one province at a time should be 
applied.  This would considerably facilitate project management and implementation, strengthen 
the policy dialogue and capacity building efforts, and enhance ownership and accountability.  A 
stronger provincial focus would also introduce replicability in other provinces.  The use of policy 
based lending, including through SDPs, at the provincial level will also be considered on a 
selective basis.  Given the present budgetary constraint, the SDP modality may be attractive for 
the provinces, since it would enable them to bring about much needed structural reforms, while 
pursuing critical development expenditures which have been a principal casualty of the fiscal crisis. 
Recently three provinces (NWFP, Balochistan and Sindh) have requested ADB’s support for 
assessments of their financial outlook. Provincial level public sector expenditure and financial 
management reviews will be conducted in line with Government’s efforts on decentralizing 
administrative authority and devolving power and responsibility to the local level. An ADTA for 
NWFP, Sindh and Balochistan Public Sector Reform has been programmed for 2001 to 
address the need for reforms in NWFP, Sindh and Balochistan and to assess absorptive capacity.  
 
G. Private Sector Development 
 
86. The uncertain political and economic situation in Pakistan has reduced the potential for an 
increase in ADB’s Private Sector Operations in the short to medium term. Loss of investor 
confidence has reduced the country’s ability to raise long term financing for projects, both 
domestically and internationally, and is one of main challenges now facing Pakistan. Despite the 
clear need for new infrastructure development, the current political and macroeconomic situation is 
not conducive to privately-led infrastructure activity of any significance. There are a few exceptions, 
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such as the telecommunications sector, but the immediate outlook for ADB-supported private 
sector infrastructure pipeline in Pakistan is not encouraging. Assistance to small and medium 
enterprise development initiatives is, however, an area of potential growth for ADB in the 
short/medium term, given that the Government has now recognized the critical importance of 
supporting smaller industries (which account for a large portion of GDP). Initiatives aimed at 
strengthening the domestic debt and equity capital markets are also being explored by ADB, with a 
view to freeing domestic liquidity and reducing dependence on foreign capital. Looking to the 
future, some private investors are attempting to improve the country’s educational system, and 
new private tertiary institutions are being conceived in the field of business 
administration/economics, information technology, medical sciences and law. The Lahore 
University of Management Sciences and the Aga Khan University in Karachi are two high quality 
tertiary education institutions which may collaborate with ADB in the near future in, for example, 
legal education. Other areas being explored are Joint Public-Private Partnerships in the energy 
sector that may be supported under public sector operations. Microfinance will become 
increasingly important in small private sector development in the rural sectors. 
 
87. ADB support to the private sector during the program period, in addition to the above, will 
concentrate on improving the policy and regulatory framework for enhanced private sector growth, 
including: (I) trade and export promotion through policy reform, and restructuring of sector 
institutions; (ii) improved resource mobilization and financial intermediation through debt and equity 
markets, including micro equity funds; (iii) privatization support in the industrial and energy sectors, 
including oil and gas; (iv) policy and institutional adjustments to effectively deal with industrial 
pollution and assist Pakistan’s industrial and trade sectors meet international standards; (v) reform 
of economic laws, arbitration laws, and other legal and judicial bottlenecks affecting the private 
sector; and (vi) development of a suitable policy and institutional environment for an increased 
private sector role in the delivery of urban and health services. Consistency of a legal/regulatory 
framework and policies that engender investor confidence are also essential for continued ADB 
support for unguaranteed private sector exposure. A private sector focused ADTA for 
Agribusiness Development has been programmed for 2002. The ADB’s private sector strategy is 
currently under review in preparation for the new Pakistan COS, including staff consultant studies. 
 
 

IV. REGIONAL COOPERATION 
 
88. The most immediate prospect for subregional cooperation is for power exchange between 
Pakistan and India.  With reduced demand following the 1998 economic crisis, Pakistan is 
projected to continue to generate power in excess of domestic demand during 2000-2002, while 
India will continue to face shortages.  Subregional economic cooperation between India and 
Pakistan in electric power exchange would include exploring new ways of efficiently and 
systematically matching supply and demand for electric power between the two countries. The 
mutual advantages of such exchange would include: (i) the development of complementary energy 
resources; (ii) advantage taken of load and hydrological diversities; (iii) increased supply reliability; 
(iv) reduced reserve capacity requirements; (v) reduced system losses; and (vi) reduced adverse 
environmental impact.  In 1998 the Government formally requested ADB to provide assistance in 
this regard. A RETA for a Pakistan-India Electricity Exchange Project was proposed in 1999, but 
with the deterioration of relations between the two countries no immediate progress in this area is 
expected. In addition a RETA is proposed on Strengthening Marine and Coastal Resource 
Management for South Asian countries, including Pakistan. 
 
89. Subregional cooperation opportunities are potentially substantial between Pakistan, 
Afghanistan, and the central Asian republics for communication links and the gas sector. The tertiary 
education sector (e.g., legal education) is another possibility, particularly through high quality 
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institutions such as the Aga Khan University in Karachi which serves not only Pakistan but also other 
DMCs in the region. The continuing conflict in Afghanistan has prevented any significant 
development there to date. The ADB will continue to monitor the situation and explore potential 
interventions.   
 

V. DONOR ACTIVITIES AND AID COORDINATION 
 
90. Donor coordination in Pakistan is well structured. Donors’ resident missions and 
representatives meet regularly, including for specific sector commitments such as the SAP, 
forestry, and environment. In addition to individual meetings, the ADB’s annual CPM regularly 
convenes donor meetings to brief all donors on the ADB’s operational program, policy dialogue 
with Government, and related issues to avoid duplication. The annual Pakistan Development 
Forum (PDF) is the main broad-based forum for aid coordination and involves substantial and frank 
discussions on the progress of macroeconomic reforms, aid utilization performance, and sector 
issues. The PDF format and instruments are currently under review by the World Bank and OECD, 
in consultation with the ADB, major bilateral donors and civil society groups to ensure their 
relevance, efficiency and effectiveness. The PDF was not held in 1999 and no date has been set 
as yet.  
 
91. Cooperation between the ADB and the World Bank benefits from regular exchanges at the 
programming, operational and policy levels. It has further strengthened with several envisaged key 
areas of coordination or joint efforts to support the ongoing economic reform program. High level 
annual consultations between the ADB and the World Bank have proven to be a useful forum to 
discuss country operations. The modalities of collaboration with the World Bank vary across 
sectors and subsectors and range from cofinancing and parallel financing to policy approaches and 
strategies. Recently, both institutions have initiated parallel policy-based lending support for 
restructuring the power sector, including adoption of a common policy matrix. Joint field missions 
have been undertaken and design of the policy agenda is being closely coordinated. Following 
difficulties with accounting data in preparation for the ESAF/EFF program in 1999, the IMF 
cancelled that program and is now discussing an SBA facility (see para. 9) for consideration in 
2000 which will provide the basis for World Bank and ADB financial sector interventions. 
 
92. Other areas where both the ADB and the World Bank maintain close cooperation are: (i) 
governance, where the ADB has taken the lead on judicial and legal reforms, and both institutions, 
with DFID, have cooperated in developing a framework for civil service reforms; (ii) water sector, in 
which both institutions with JBIC are involved to assist the Government to meet significant 
investments and requirements on promoting the policy reform agenda through NDP; (iii) urban 
development, where the World Bank is mainly involved in Lahore and major cities in Punjab, while 
the ADB focuses on other provinces and secondary cities in Punjab; (iv) education and health, as 
these sectors are common sectors, with the World Bank supporting general basic education, and the 
ADB focusing on women’s aspects and supporting non-formal education; and (v) joint work on the 
integrated transport sector policy with civil society stakeholders and the private sector. Nonetheless, 
the ADB and the World Bank need to strengthen cooperation in agriculture and industry. Finally, the 
ADB and the World Bank need to develop working arrangements to effectuate the utilization of 
funding from the Global Environmental Facility (GEF) on natural resource management projects. 
ADB maintains close working relations with UNDP’s good governance group in Pakistan. 
Cooperation between the ADB and bilateral donors, including DFID, SIDA, CIDA, Netherlands, 
NORAD, Germany, and Japan has generated synergies through parallel financing of programs and 
projects in forestry, education, health, urban development, water supply and sanitation.  With regard 
to the cooperation between the ADB and UNDP, particularly in urban development and natural 
resource management, both institutions have demonstrated a good complementarily.  
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VI. COFINANCING AND CATALYZING EXTERNAL RESOURCES 

 
93. The bilateral donors remain cautious with regard to new commitments to Pakistan due to 
large aid backlogs, poor track record of sustained policy reforms, governance problems, and low 
fiscal and institutional absorptive capacity. In addition, the ongoing debt rescheduling negotiations 
and the partial economic sanctions continue to have an important effect on investment and donor 
involvement. Most donors are still withholding their aid programs except in the area of basic human 
needs.  Several donors are now channeling bilateral funds through NGOs with the approval of the 
Government.  As a result the current prospect for mobilizing external resources for cofinancing in 
the public sector is highly constrained but work is ongoing in identifying areas, such as governance 
improvement and poverty reduction activities, for future interventions. Although cofinancing 
opportunities from both official and commercial sources for ADB operations have been limited, the 
ADB will continue to maintain close contact with both official and commercial cofinanciers in 
conjunction with ADB operations in Pakistan. For example, initiatives to expand ADB’s access to 
Global Environment Facility resources are being taken which may result in further cofinancing 
during the program period. With constrained access to external resources on concessionary terms, 
the Government is heavily reliant on continued multilateral support. Much will depend on early 
agreement on the IMF’s SBA. 
  

VII. ADB’S OPERATIONAL PROGRAM 
 
A. The Proposed Program 
 
94. The ADB’s program for the 2001-2003 period is consistent with the framework of the COF, 
1999-2000.  The guiding principles for the intermediate term will be the need to address problems 
of weak governance, lack of absorptive capacity, the high external debt, and poverty reduction.  
The loan and TA program for the 2001-2003 period is presented in the tables below. 
 

Table 1: Lending and Technical Assistance Program, 1999-2003 
 
A. Public Sector Lending Program  
 1999 (Actual) 2000 2001 2002 2003 
 (No.) ($ million) (No.) ($ million) (No.) ($ million) (No.) ($ million) (No.) ($ million) 
Lending Program a 7 403 5 375.4 6 705 7 670 6 610 
 ADF 3 96 4 225.4 5 250 6 445 5 360 
 OCR 4 307 1 150.0 2 455 3 225 3 250 
Lending Pipeline b   6 405.4 6 705 7 670 8 890 
 ADF   5 255.4 5 250 6 445 7 640 
 OCR   2 150.0 2 455 3 225 3 250 
B. Technical Assistance Program  
 1999 (Actual) 2000 2001 2002 2003 
 (No.) ($'000) (No.) ($'000) (No.) ($'000) (No.) ($'000) (No.) ($'000) 
TA Program a 7 2,100 6 6,145 10 7,300 9 5,950 6 4,100 
TA Pipeline b 7 2,100 6 6,145 10 7,300 9 5,950 6 4,100 
a The Program comprised the firm projects. 
b The Pipeline consists of both firm and standby projects. 

Note:  Blend loans are counted as one. 

 
95. Pakistan’s total IPF for the 2001-2003 period is $2.5 billion comprising $1 billion for ADF 
($350 million per year) and $1.5 billion ($500 million per year) for OCR. The planned total lending 
over the period is approximately $2 billion ($0.9 billion OCR and $1.1 billion ADF) or $0.5 billion 
(20 percent) below the IPF. Due to Pakistan’s urgent need for assistance to address poverty and 
human development concerns, governance and the environment, ADF has been currently 
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programmed at 10 percent above the IPF. ADF loans will primarily focus on poverty alleviation, 
social sectors, and governance-related operations.  With the exception of governance, quick 
disbursing assistance will be on OCR terms. OCR lending has been conservatively programmed at 
only 60 percent of the IPF at this stage, allowing for further programming for 2002 and 2003 and 
ensuring a favorable concessional blend of loan funds for Pakistan.  
 
96. The sectoral allocation of the 2001-2003 program, in terms of loan amount, is social 
infrastructure 21.7 percent, agriculture 14.6 percent, transport 17.6 percent, finance and industry 
21.7 percent, energy 15.4 percent and other sectors 9.0 percent.  In terms of loan amount, 57.2 
percent are other development intervention (ODI) projects, 16.6 percent are core poverty 
intervention (CPI), and 26.2 percent are poverty intervention (non-core).  Of the 19 proposed loans 
in the 2001-2003 Program, 7 are core poverty intervention, 5 are poverty intervention (non-core) 
and 7 are ODI projects. Of these projects targeted at poverty (PI and CPI), 43 percent in loan 
amount are targeted at 70 to 80 percent of the poor who live in rural areas. See Appendix 5. 
 
97. The main focus of the ADB’s TA program in 2001-2003 is on a blend of advisory work with 
respect to developing strategies for continued reform, including poverty assessment, energy sector 
reform, institutional support for the State Bank of Pakistan and for Quetta water supply, provincial 
level and public sector financial reform, the small and medium enterprise sector, provincial level 
agriculture and improved agribusiness opportunities. The TA program will also strengthen 
economic and policy analysis in key sectors and ensure timely preparation of high quality projects. 
The 2001 TA program consists of 10 TAs (6 PPTAs and 4 ADTAs) amounting to about $7.3 million. 
Further review with the Government will be required to ensure that the planned work can be 
achieved on time, and processing delays in Pakistan can be reduced. The program for 2002 is for 
9 TAs (7 PPTAs and 2 ADTAs) for approximately $5.9 million, whereas 6 TAs (5 PPTAs and 1 
ADTA) have been tentatively programmed for 2003 for $4.1 million and scope for further 
programming is still to be determined.  Details of the Loan and TA program are provided in 
Appendix 4. 
 
98. Despite the clear need for the ADB’s continued assistance during the program period, 
Pakistan’s implementation performance, which is being closely monitored and is receiving additional 
inputs to achieve the desired reforms, requires that a cautious approach be followed to minimize 
risks. In addition, the anticipated shortage of counterpart funds over the medium-term will require the 
ADB to follow a conservative and increasingly strict performance-linked approach in determining 
allocations for Pakistan. Taking these factors into account, achieving the currently programmed 
lending levels will depend upon actual achievements and sustained high-level Government 
commitment to key economic and social reforms including public resource management. In addition, 
all new projects will have strong participatory characteristics and carefully designed benefit 
monitoring and evaluation components where appropriate, and include the means to monitor 
governance issues and development impact. The ADB’s program in Pakistan will continue to strongly 
reflect an emphasis on poverty reduction throughout the Program period. Thirteen of the 15 listed 
loans (including 2 stand-bys) in 2002 and 2003 are categorized as PI and CPI loans. 
 
 

VIII. ECONOMIC AND SECTOR WORK PROGRAM 
 

99. Economic and sector work (ESW) will be needed during the 2001-2003 program period to 
provide crucial inputs for implementation of the poverty reduction strategy, improved governance 
initiatives and a new COS, the Private Sector Development Strategy, and policy/project planning 
and implementation. One of the most important tasks in 2000-2001 will be to complete the poverty 
related studies including the Poverty Profile, Poverty Reduction Strategy and Poverty Reduction 
Partnership Agreement. A new COS will incorporate the findings of these studies and formulate the 
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ADB’s medium to long term operational focus. Routine economic review including the country 
economic review and update, public sector expenditure review, and Government budget review, 
etc., will be required throughout the program period. A provincial level public sector expenditure 
and financial management review will be conducted in 2000-01 in line with Government’s efforts on 
decentralizing administrative authority and devolving power and responsibility to the local level. 
Three provinces (NWFP, Balochistan and Sindh) have requested ADB’s technical assistance in 
this area. 
 
100. Related to the ESW program policy dialogue will cover: (i) public resource mobilization, 
particularly at the provincial level, water user charges and related fees, urban services cost 
recovery, and transport related levies; (ii) public resource management, including improved aid and 
external debt management; (iii) ongoing trade reform, public enterprise reform, and external debt 
management; (iv) capital market development, with emphasis on domestic debt markets and 
development of the institutional investor base, including insurance industry and pension reform; (v) 
restructuring of the power sector; (vi) public-private partnerships in health, urban development and 
education; (vii) institutional reform, policy reform and O & M allocations in water resources 
management, road transport, and the social sectors; (viii) improving the quality education; (ix) 
control of industrial pollution; (x) integrated pest management; (xi) improving Government-NGO 
dialogue and partnerships; and (xii) public administration reform. The objective of dialogue in these 
areas will be to ensure that the Government continues the reform process in a timely and 
consistent manner, in each of these important areas. 
 
101. In order to improve ADB’s long term operational efficiency and policy impact sector analysis 
needs to be strengthened in the next three years. All sectors in which ADB is involved should have 
a detailed sector study and a sector development strategy. The operational program will focus on 
(i) the finance/industry and energy sectors which are priority sectors for the reforms required to 
assist Pakistan to consolidate its economic recovery; (ii) health, education and other infrastructure; 
(iii) agriculture and natural resources; and (iv) transport and communications. In addition to the 
area based rural development program, more integrated province based interventions, are planned 
in the case of urban development and provincial/rural roads. Delivery of the program in the sectors 
concerned will be closely linked to expanded sectoral portfolio management and policy reform 
performance.  
 

IX. LOCAL COST FINANCING 
 

102. In 1999, ADB loans to Pakistan financed about $59 million equivalent in local cost, or 15 
percent of total ADB project lending to Pakistan in that year.  This percentage should be seen in 
light of the fact that three project loans in 1999 were in the social sectors or for poverty alleviation.  
Over the past two years, the percentage of ADB financing of projects has steadily decreased.  In 
1997, it averaged 57 percent of total project costs while in 1999 it averaged 48 percent. With a 
project loan pipeline strongly tilted towards basic human needs, including social infrastructure and 
poverty alleviation and the continuing severe budgetary situation, the need for local cost financing 
remains critical. 
 
103. Increased domestic resource mobilization is being pursued under the IMF Program, and is 
one of the main elements of the ADB’s policy dialogue in Pakistan including in the agriculture, 
water resources, urban development, power and transport sectors.  Measures to improve public 
expenditure management are also underway to streamline expenditures on civil services. In this 
regard, the Government should continue its efforts to protect externally funded projects from 
budgetary cuts, increase its local cost financing portion, and increase budgetary allocations to 
social sectors, particularly under SAP.   
 



 29 
 

104. The benefits of the reform program and corresponding sustained increases in domestic 
resource mobilization will, however, take time and the fiscal situation will remain extremely 
precarious over the medium term. In order to increase fiscal revenue, for example, in May 2000 the 
Government announced that a survey would be launched in 13 major cities to register new 
taxpayers and improve the documentation of the economy. However, rapid improvement in 
revenue collection will require the business community and citizens generally to fully comply with 
the Government’s plans; so far there has been widespread opposition to such measures, 
especially from the trading sector. A weak economic outlook in the short-medium term will also not 
be conducive to quick solutions to the fiscal crisis. Accordingly, continued ADB support through 
local cost financing is considered to be justified in view of the prevailing situation.  As partial 
economic sanctions still apply, the ADB’s operations are limited only to the basic human needs 
category and to those loans covered under the IMF’s structural reform framework. Thus a higher 
percentage of local cost financing would be expected since the ADB’s operations focus mainly on 
human development (education, health, population program, women in development), poverty 
reduction, and natural resource management concerns. 
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COUNTRY PERFORMANCE INDICATORS

Item 1995 1996 1997 1998 1999 2000 a

A. Income and Growth
1.  GDP per Capita (dollars, current) 508.0 513.0 493.0 473.0 434.0 443.0
2.  GDP Growth (%, in constant prices) 5.2 6.8 1.9 4.3 3.1 4.8
        Agriculture 6.6 11.7 0.1 3.8 1.9 7.2
        Industry 4.9 5.4 1.0 6.8 2.5 3.0
        Services 4.8 5.0 3.6 3.2 4.1 4.5

B. Saving and Investment (current market prices) (percent of GDP)
1.  Gross Domestic Investment 18.3 18.9 17.9 17.3 15.0 15.0
2.  Gross Domestic Saving 14.2 17.4 12.8 15.4 12.3 14.0

C. Money and Inflation (annual percent change)
1.  Consumer Prices (annual average) 13.0 10.8 11.8 7.8 5.7 3.6
2.  Broad Money (M2) 17.2 13.8 12.2 14.5 6.2 9.4

D. Government Finance (percent of GDP)
1.  Total Revenue 17.2 17.7 16.0 16.0 16.3 16.5
2.  Total Expenditure and Net Lending 22.8 24.2 22.0 23.7 22.4 22.9
3.  Overall Surplus/Deficit (-) -5.6 -6.4 -6.4 -7.7 -6.1 -6.4

E. Balance of Payments
1.  Merchandise Trade Balance (% of GDP) -4.2 -5.8 -5.0 -3.0 -3.6 -2.3
2.  Current Account Balance (% of GDP)  -4.1 -7.2 -6.1 -3.0 -3.9 -1.6
3.  Export ($) growth (annual percent change) 19.6 7.0 -4.4 3.7 -10.2 10.2
4.  Import ($) growth (annual percent change) 21.4 13.6 0.7 -14.9 -9.3 9.3

F. External Payments Indicators
1.  International Reserves (billion dollars, end of period) 2,737.0 2,065.0 1,219.0 800.0 1,540.0 1,360.0
     -  months of imports 3.2 2.1 1.3 1.0 2.0 1.6
2.  External Debt Service (% of exports of goods & services) 34.9 33.9 39.3 35.5 29.4 30.4
3.  External Debt (% of GDP) 41.7 43.9 46.9 49.5 51.6 52.1

Memorandum Items:
GDP (current prices, billion local currency ) 1,882.1 2,141.8 2,457.4 2,677.6 2,913.5 3,173.1
GNP (current prices, billion local currency ) 1,896.1 2,134.7 2,438.0 2,712.2 2,997.1 3,119.9
Exchange Rate (local currency  per dollar, annual average) 30.9 33.6 39.0 43.2 46.8 51.7
Population (million) 122.4 125.4 128.4 131.5 134.5 137.5

a Provisional Estimate
Source: Government of Pakistan Economic Survey, 1999/2000.
                 Annual Report, State Bank of Pakistan, 2000.

PAKISTAN

ECONOMIC INDICATORS
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COUNTRY PERFORMANCE INDICATORS

Population Indicators 1985 1999

Total Population (millions) 94.7 134.5
Annual Population Growth Rate (%) 3.1 2.3

Social Indicators   

Total fertility rate (births per woman) 6.4 (1988) 5.0 (1997)
Maternal mortality rate (per 100,000 live births) 600.0 (1980/85) 340.0 (1990)
Infant mortality rate (per 1,000 live births) 124.0 (1980) 90.0 (1999)
Life expectancy at birth (years) 58.0 (1987) 63.0 (2000)
Adult literacy rate (%) 34.3 (1985) 47.0 (1999)
      Male 47.6 (1985) 58.0 (1998)
      Female 19.8 (1985) 34.0 (1998)
Primary school enrolment rate (% of school age pop) 51.0 (1986-88) 75.0 (1999)
      Female 32.8 (1986) 89.1 (1999)
Secondary school enrolment(e)/participation (p) rate (% of school age pop) 29.0 (1986-88) 36.0 (p) (1999)
      Female 16.9 (1986) 26.0 (p) (1999)
Child malnutrition (% of under age five) 52.0 (1980-89) 38.0 (1990-97)
Population below poverty line (%)
      Income-based 22.3 (1992-93) 32.6 (1999)
      Calorie-based 32.6 (1998-99)
            Rural 34.8 (1998-99)
            Urban 25.9 (1998-99)
Income Ratio of Highest 20% to Lowest 20% 6.2 (1984-85) 7.3 (1993-94)
Population with access to safe water (%) 38.0 (1980) 48.0 (1999)
Population with access to sanitation (%) 16.0 (1980) 25.0 (1999)
Public education expenditure as % of GDP 2.2 (1986) 2.3 (1999)
Public health expenditure as % of GDP 0.7 (1986) 0.7 (1999)

Human Development Index 0.311        (1990) 0.508 (1999)
Human Development Ranking 120/160 (1990) 138/174 (1999)

Environmental Indicators 1980 1997

Energy Efficiency of Emissions
     GDP per unit of energy use (PPP $ per kg oil equivalent) 2.0 3.9
     Traditional fuel use (percent of total energy use) 24.4 17.3 (1996)
     Carbon dioxide emissions (total metric tons) 31.6 94.3 (1996)
                            "                   (per capita metric tons) 0.4 0.8 (1996)
Water Pollution
     Emissions of organic water pollutants (kg/day) 75,125.0 114,726.0
     Industry share of emissions of organic water pollutants
               Wood                                        (percent) n.a. 0.3
               Primary Metals                               (")  n.a. 14.1
               Pulp and Paper                              (")               n.a. 5.8
               Chemical                                        (") n.a. 7.3
               Food and Beverages                     (")  n.a. 39.5
               Textiles                                           (") n.a. 30.1
Deforestation and Biodiversity
     Forest area (sq. km '000) n.a. 17.0 (1995)
     Average annual deforestation (sq. km) n.a. 550.0 (1990)
                                "                (percent change)              n.a. 2.9 (1990-95)
     Nationally protected areas (sq. km '000) n.a. 37.2
     Percent of total land area n.a. 4.8
     Mammals (number of threatened species) n.a. 13
     Birds                                    (") n.a. 25
     Higher plants                       (") n.a. 14
     Reptiles                               (") n.a. 6
     Amphibians                         (") n.a. 0
Rural Environment
     Rural population density (% of total) 72.0 64.0 (1998)
     Arable land (percent of land area) 25.9 27.3
     Permanent cropland (") 0.4 0.7
Urban
     Urban population (millions) 23.20        45.40            
     Urban population (% of total population) 28.0 36.0
     Access to sanitation 48.0 (1982-85) 60.0 (1995)
     Access to potable water n.a. 90.0 (1993)
     Wastewater treated (percent)  -  Lahore 0.0 0.0
     Per capita solid waste generation (kg/day) - Lahore n.a. 1.2 (1993)
Air Pollution
     Total suspended particulates (micrograms per cubic meter) n.a. 125.4
     Sulfur dioxide                                                           (") n.a. 57.7

na - not available
*  As participation rates are emphasized under the SAP, these are available for recent years, whereas recent secondary school enrolment data are not 

 available. While enrolment rates refer to the number of registered students, participation rates include school dropout rates.  They therefore present
 a more accurate portrayal of programs in the education sector. 
PPP:  Purchasing Power Parity.
Sources:  UNDP Human Development Report 1998, World Bank World Development Report 1998, Government of Pakistan Economic Survey 1998/99, 
                 Pakistan: Poverty Reduction Strategy (Draft) 2000, 1999 World Development Indicators, World Resources Institute 1998-1999.

Last updated: 13/6/00

PAKISTAN



  32 

Appendix 2, page 1

PORTFOLIO PERFORMANCE
Table 1 :   Implementation, Disbursement Performance and Postevaluation Results

Public Sector Projects only
(as of 31 December 1999)

 Rating (No.)  a

     A. Project Portfolio Implementation Progress Development Objectives
 $ million % No. % HS S PS U HS S PS U

        Agriculture and Natural Resources 1,082.2 30.7 15 34.1 - 11 2 2 - 13 2 -
        Energy 747.0 21.2 7 15.9 - 2 3 2 - 3 4 -
        Finance and Industry 617.8 17.5 7 15.9 - 7 - - - 7 - -
        Social Infrastructure 740.5 21.0 12 27.3 - 9 2 1 - 11 1 -
        Transport and Communications 332.8 9.5 3 6.8 - 1 1 1 - 3 - -
        Others/Multisector 0.0 0.0 - - - - - - - -

Total 3,520.4 100.0 44 100.0 0 30 8 6 0 37 7 0

     B. Disbursements OCR

       (1) Total funds available for withdrawal ($ mn, active loans only)
       (2) Disbursed amount ($ mn, cumulative, active loans only)
       (3) Percentage disbursed [(2)/(1)] (%)
       (4) Disbursements ($mn, active loans only, latest year)
       (5)  Disbursement ratio  (%) b

     C.  Net Transfer of Resources  c  ($ million) OCR Total

          Net transfer in 1995  
          Net transfer in 1996  
          Net transfer in 1997
          Net transfer in 1998
          Net transfer in 1999

     D.  Post-Evaluated Projects  (by year of loan approval)
         1. Postevaluation Rating (as of 31 December 1999) No. % No. % No. % No. %

              Rated Generally Successful   (GS) 11 57.9 22 59.5 2 100.0 35 60.3
              Rated Partly Successful   (PS) 7 36.8 10 27.0 0 0.0 17 29.3
              Rated Unsuccessful   (US) 1 5.3 5 13.5 0 0.0 6 10.3
              No Rating 0 0.0 0 0.0 0 0.0 0 0.0

Total 19 100.0 37 100.0 2 100.0 58 100.0
    

         2.  Postevaluation Rating by Sector  GS PS US NR Total
              (as of 31 December 1999) No. % No. % No. % No. % No. %

             Agriculture and Natural Resources 10 28.6 5 29.4 1 16.7 0 0.0 16 27.6
             Energy 17 48.6 0 0.0 0 0.0 0 0.0 17 29.3
             Finance and Industry 4 11.4 7 41.2 2 33.3 0 0.0 13 22.4
             Social Infrastructure 0 0.0 4 23.5 3 50.0 0 0.0 7 12.1
             Transport and Communications 3 8.6 1 5.9 0 0.0 0 0.0 4 6.9
             Others/Multisector 1 2.9 0 0.0 0 0.0 0 0.0 1 1.7

Total 35 100.0 17 100.0 6 100.0 0 0.0 58 100.0
    

a   HS:  Highly satisfactory; S: Satisfactory; PS:  Partially satisfactory; U:  Unsatisfactory 
b   Ratio of disbursement during the year over the undisbursed net loan balance less cancellations at the beginning of the year.  Effective loans during the year have
    also been added  to the beginning balance of undisbursed loans.
c   Includes private sector projects for countries with private sector operations.

Source :   Programs (A), CTD (B & C), OEO (D)

-190.0 287.4 97.4

61.2 53.6 56.2
281.3 191.5 472.8

-82.1 95.1 13.0

37.9 15.1 23.5

-103.7 185.7 82.0

ADF

PAKISTAN

Net Loan Amount Total

ADF Total

1,188.1 2,277.8 3,465.9
727.5 1,221.1 1,948.6

-185.4 318.7 133.3

 1968 - 1977  1978 - 1987 1988 - 1998 1968 - 1999

-21.4 202.2 180.8
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Approval Effectivity Physical
Sector  a Loan No Project Title Projects Date Date Original Revised Progress Implement Development

Division (mm/yy) (mm/yy) (% complete) Progress Objective

AGR 0772-PAK(SF) 1 Pat Feeder Canal Rehabilitation PRM 169.078        Dec-85 Jun-87 Dec-93 Dec-99 100 158.653       158.570       U S
AGR 0976-PAK(SF) 2 Swabi Salinity and Reclamation PRM 105.526        Oct-89 Apr-90 Jun-97 Jun-99 99 99.555        94.833         S S
AGR 1076-PAK(SF) 3 Sindh Forest Development AWFN 24.217          Jan-91 Dec-91 Jun-99 Jun-00 95 20.309        20.697         S S
AGR 1101-PAK(SF) 4 Kotri Barrage Rehabilitation AWFN 19.195          Sep-91 Dec-92 Jun-97 Apr-00 99 18.322        16.200         S S
AGR 1146-PAK(SF) 5 Chashma III AWFN 220.763        Dec-91 Nov-92 Sep-00 - 42 152.091       100.358       PS S
AGR 1179-PAK(SF) 6 NWFP Barani Area Development AWAR 31.797          Sep-92 Nov-93 Jun-99 Apr-00 95 29.161        30.039         S S
AGR 1294-PAK(SF) 7 Pehur High Level Canal PRM 126.276        Dec-93 Nov-94 Dec-00 - 42 85.266        46.544         S S
AGR 1297-PAK(SF) 8 3rd On Fram Water Management AWAR 54.877          Mar-94 Aug-94 Dec-99 Dec-00 92 41.148        43.864         S S
AGR 1403-PAK(SF) 9 Forestry Sector Program AWFN 26.407          Nov-95 Mar-96 Dec-00 - 10 1.316          2.114           PS PS
AGR 1413-PAK(SF) 10 National Drainange Sector Prog. PRM 81.549          Dec-95 Dec-97 Jun-00 - 3 0.577          2.231           U PS
AGR 1467-PAK(SF) 11 Bahawalpur Rural Development AWAR 35.801          Sep-96 Jun-97 Jun-00 - 17 2.992          2.579           S S
AGR 1531-PAK(SF) 12 DG Khan Rural Development AWAR 35.794          Sep-97 Jan-98 Dec-00 - 10 4.510          1.303           S S
AGR 1578-PAK(SF) 13 Second Flood Protection AWFN 100.599        Nov-97 Oct-99 Jun-00 - 3 -              -               S S
AGR 1672-PAK(SF) 14 Malakand Rural Development PRM 42.372          Mar-99 Jul-99 Dec-00 - 2 -              -               S S
AGR 1679-PAK(SF) 15 Punjb Farmer Managed Irrigation AWFN 7.981            Mar-99 - Apr-00 - 0 -              -               S S

Subtotal 1,082.232      613.900       519.332       
ENE 0929-PAK 16 Third Pirkoh Gas IWEN 65.350          Dec-88 Jun-89 Dec-92 Sep-99 100 57.739        65.350         S PS
ENE 0930-PAK(SF) 17 Third Pirkoh Gas IWEN 46.256          Dec-88 Jun-89 Dec-92 Sep-99 100 45.331        45.656         S PS
ENE 1143-PAK 18 WAPDA 12th Power IWEN 125.000        Dec-91 Jan-93 Jun-98 Jun-00 85 118.122       120.126       PS S
ENE 1144-PAK(SF) 19 WAPDA 12th Power IWEN 128.983        Dec-91 Jan-93 Jun-98 Jun-00 85 116.235       118.366       PS S
ENE 1314-PAK 20 KESC Sixth Power IWEN 40.000          Sep-94 Mar-95 Dec-98 Dec-99 20 36.461        36.532         U PS
ENE 1315-PAK(SF) 21 KESC Sixth Power IWEN 41.408          Sep-94 Mar-95 Dec-98 Dec-99 20 36.508        31.403         U PS
ENE 1424-PAK 22 Ghazi Barotha Hydropower IWEN 300.000        Jan-96 Jun-96 Jun-00 - 31 147.019       133.132       PS S

Subtotal 746.997        557.415       550.565       
F&I 1371-PAK 23 Financial Sector Intermediation IWFI 55.771          Sep-95 Jun-96 Dec-00 - na 55.771        24.547         S S
F&I 1576-PAK 24 Capital Market Development IWFI 250.000        Nov-97 Jan-98 Dec-00 - na 125.000       125.000       S S
F&I 1577-PAK(SF) 25 CESM IWFI 5.043            Nov-97 Jan-98 Dec-00 - na 0.795          0.795           S S
F&I 1680-PAK 26 TEPI IWFI 300.000        Mar-99 Mar-99 Jul-00 - na 200.000       200.000       S S
F&I 1681-PAK 27 Modernization of Customs IWFI 3.000            Mar-99 Mar-99 Jun-00 - na -              -               S S
F&I 1682-PAK 28 Inst'l Support for Trade IWFI 3.000            Mar-99 Mar-99 Jun-00 - na -              -               S S
F&I 1683-PAK 29 Inst'l Strengthening of BOI IWFI 1.000            Mar-99 Mar-99 Jun-00 - na -              -               S S

Subtotal 617.814        381.566       350.342       
SOC 1004-PAK(SF) 30 Second Urban Development AWWU 73.644          Dec-89 Sep-90 Jun-97 Dec-99 100 72.386        72.041         S S
SOC 1200-PAK(SF) 31 Health Care Development AWWU 48.415          Dec-92 Aug-93 Dec-99 - 92 39.859        35.551         S S
SOC 1210-PAK(SF) 32 Teacher Training AWWU 34.523          Dec-92 Oct-93 Dec-98 Dec-99 95 23.477        20.465         S S
SOC 1260-PAK(SF) 33 Urban Water Supply and Sanitation AWWU 69.816          Nov-93 Oct-94 Sep-99 Sep-00 45 24.246        17.449         S S
SOC 1277-PAK(SF) 34 Population AWWU 24.679          Dec-93 Aug-94 Dec-99 - 90 20.677        20.470         S S
SOC 1278-PAK(SF) 35 Middle School AWWU 73.377          Dec-93 Oct-94 Dec-99 - 59 25.470        26.751         S S
SOC 1349-PAK(SF) 36 Punjab Rural Water Supply AWWU 42.957          Jan-95 Aug-95 May-00 - 47 21.320        10.660         PS S
SOC 1373-PAK(SF) 37 Technical Education AWWU 53.038          Sep-95 Mar-96 Jun-00 - 40 15.872        14.076         PS PS
SOC 1454-PAK(SF) 38 Second Girls Sector AWWU 42.738          Aug-96 Jan-98 May-00 - 25 5.988          14.739         S S
SOC 1493-PAK(SF) 39 Social Action Program AWWU 190.426        Nov-96 Apr-97 Dec-00 - 48 71.243        69.117         S S
SOC 1534-PAK(SF) 40 Second Science Education AWWU 40.432          Sep-97 Mar-99 Jun-00 - 4 -              0.400           S S
SOC 1671-PAK(SF) 41 Women's Health AWWU 46.446          Mar-99 - Dec-00 - 0 -              -               U S

Subtotal 740.491        320.538       301.719       
T&C 1185-PAK(SF) 42 Provincial Highways IWTC 156.792        Nov-92 Oct-93 Dec-97 Jun-00 97 130.458       126.180       U S
T&C 1323-PAK 43 Sukkur Bridge IWTC 45.000          Sep-94 Apr-95 Dec-99 Sep-00 70 29.559        22.775         PS S
T&C 1401-PAK(SF) 44 Rural Access IWTC 131.042        Nov-95 Mar-96 Dec-00 - 69 114.294       77.686         S S

Subtotal 332.834        274.311       226.641       
Total 3,520.368      2,147.730    1,948.599     

 a   Sector:
    AGR:  Agriculture & Natural Resources F&I: Finance and Industry T&C:  Transport and Communications
    ENE:  Energy SOC:  Social Infrastructure

Closed loans in 1999
AGR 0791-PAK(SF) 1 Cotton Development 42.221          Sep-86 Feb-88 Dec-91 Jan-99 90 40.545        42.221         closed
AGR 0837-PAK(SF) 2 Flood Protection Sector 123.644        Aug-87 May-88 Dec-93 Apr-99 99 121.160       123.644       closed
AGR 0901-PAK(SF) 3 Khushab SCARP 52.119          Sep-88 Feb-89 Dec-94 Mar-99 100 50.817        52.119         closed
AGR 0973-PAK(SF) 4 Livestock Development 23.860          Sep-89 Dec-90 Jun-97 Jan-99 82 23.196        23.860         closed
ENE 1094-PAK 5 Second Oil and Gas 28.151          Aug-91 Aug-93 Jun-94 Mar-99 75 25.578        28.151         closed
ENE 1138-PAK 6 Sui-Southern Gas 168.986        Dec-91 Sep-92 Jun-96 Jan-99 100 140.317       168.986       closed
AGR 1209-PAK(SF)  37 Flood Damage Restoration 77.642          Dec-92 Aug-93 Dec-96 Feb-99 95 75.823        77.642         closed
SOC 1539-PAK(SF) 8 Korangi Wastewater Mgt. -                Sep-97 - Jun-00 Sep-99 0 -              -               terminated

516.623        477.436       516.623       

(As of 31 December 1999)

Net Loan Closing Date

PAKISTAN
PORTFOLIO PERFORMANCE

Table 2:  Status of Project Implementation
Public Sector Projects Only

Cum Contract Cumulative Project Performance Rating  b 

Amount Awards Disbursement
($ million) (mm/yy) ($ million) ($ million)
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External Source
Loan/Credit TA Loan/Credit TA

A.  Multilateral Assistance
  ADB 412.6              - 52.4 -
  IBRD 200.0              - - -
  IDA 213.8              - 86.1 -
  IFAD 14.9                - - -
  UN System - 6.3 - 23.5
  Others (OPEC Fund, IDB, NORDIC, 26.9                45.4 - 5.5
            EIB, EEC, etc.)

Subtotal 868.2 51.7 138.5 29.0

B.  Bilateral Assistance 
  China, People's Republic of - 6.1 - 3.6
  France 9.2                 - - -
  Germany 63.0                20.3 - -
  Japan 412.8              25.0 - 1.0
  Netherlands 3.7                 17.3 0.5
  Others 493.7              56.7 402.2 88.5

Subtotal 982.4 125.4 402.2 93.6
Total 1,850.6 177.1 540.7 122.6

a On commitment basis.
b Average of three years total commitments (Project and Non-project Aid) from 1996-97 to 1998-99.
Sources:  Economic Affairs Division

PAKISTAN
OVERALL EXTERNAL ASSISTANCEa

Past Three Yearsb

(annual average) 1999-2000

(in $ million)
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PAKISTAN
LENDING PIPELINE AND TECHNICAL ASSISTANCE PROGRAM, 2001-2003

Poverty Crosscutting Respon-
Classifi- Operational sible Year of TOTAL Bank Govern- Cofinancing
cation  a * Priority  b  * Division PPTA OCR ADF Total ment c (Others)

Agriculture and Natural Resources
1 Sindh Rural Development CPI GAD AWAR 1998 86 0 40 40 26 20

Subtotal 86 0 40 40 26 20

Energy
2 Energy Sector Restructuring Program ODI/PI PSD IWEN 2000 305 255 50 305 tbd

Subtotal 305 255 50 305 0 0

Finance and Industry
3 Capital Market Development Program II ODI PSD IWFI 2000 200 200 0 200 tbd

Subtotal 200 200 0 200 0 0

Social Infrastructure
4 Primary School Quality Improvement CPI HD AWEH 1998 71 0 50 50 21
5 Reproductive Health CPI HD AWEH 1999 43 0 30 30 13

Subtotal 114 0 80 80 34 0

Judicial and Legal
6 Judicial and Legal Reform Program ODI GG PW1 1998 129 0 80 80 39 10

Subtotal 129 0 80 80 39 10

Total 834 455 250 705 99 30

Agriculture and Natural Resources
1 Agriculture Program II ODI/PI PSD AWAR 1999 286 50 150 200 86

Subtotal 286 50 150 200 86 0

Social Infrastructure
2 Teacher Training Project PI HD AWEH 2001 71 0 50 50 21
3 Nutrition Improvement CPI HD AWEH 2001 43 0 30 30 13
4 Punjab Urban Development Sector PI HD AWWU 1992/2000 114 0 80 80 34
5 Quetta Water Supply and Sanitation PI HD AWWU 1997 86 0 60 60 26

Subtotal 314 0 220 220 94 0

Transport and Communications
6 Punjab Road Sector ODI PSD IWTC 2000 214 75 75 150 64

Subtotal 214 75 75 150 64 0

Other
7 Civil Service Program ODI GG PW1 2000 143 100 0 100 43

Subtotal 143 100 0 100 43 0

Total 957 225 445 670 287 0

Agriculture and Natural Resources
1 FATA Rural Development CPI GAD AWAR 2001 100 0 50 50 30 20

Subtotal 100 0 50 50 30 20

Finance and Industry
2 Industrial Efficiency & Environmental Mgt. ODI/PI ENV IWEN 2002 143 20 80 100 43
3 Small and Medium Scale Industries PI PSD IWFI 2001 186 30 100 130 56

Subtotal 329 50 180 230 99 0

Social Infrastructure
4 Low Income Housing CPI HD AWWU 2001 114 0 80 80 34
5 NWFP Health Sector Reform CPI HD AWEH 2002 71 0 50 50 21

Subtotal 186 0 130 130 56 0

Transport and Communications
6 Road Sector Dev. (NWFP/Sindh) PI PSD IWTC 2001 286 200 0 200 86

Subtotal 286 200 0 200 86 0

Total 1,014 250 360 610 304 20

Social Infrastructure
7 Social Action Program III CPI HD AWEH 2002 1,714 0 200 200 514 1,000

Subtotal 1,714 0 200 200 514 1,000
Other
8 Poverty Alleviation Program CPI HD PW1 2002 114 0 80 80 34

Subtotal 114 0 80 80 34 0

a CPI = Core Poverty Intervention; PI = Poverty Intervention; ODI = Other Development Interventions
b ENV = Environmental Protection; GAD = Gender and Development;  GG = Good Governance; HD = Human Development;  

PSD = Private Sector Development;  and RC = Regional Cooperation
c Amount indicated is preliminary
* This classification was completed prior to the finalization of the improved and redesigned classification system in December 2000, which will be applied in 2001.

2003 STANDBY LOANS

PROJECT COST (in $ million)
Sector/Project Name

2001  FIRM LOANS

2002 LOAN PIPELINE

2003 FIRM LOANS
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Responsible Type of Amount ($'000)
Sector/Project Name Division TA

Bank Others Total

Agriculture and Natural Resources
1 FATA Rural Development AWAR PPTA 700            -            700             

Subtotal 700            -            700             
Energy/Industry
2 Capacity Building of the Nat Trans and Dispatch Co. (NTDC) IWEN ADTA 700            700             
3 Support for Regulatory Framework and Economic Modelling IWEN ADTA 1,000         -            1,000          
4 Small and Medium Scale Industries IWFI PPTA 600            -            600             

Subtotal 2,300         -            2,300          
Social Infrastructure
5 Low Income Housing AWWU PPTA 800            -            800             
6 Nutrition Improvement AWEH PPTA 800            -            800             
7 Teacher Training II AWEH PPTA 600            -            600             

Subtotal 2,200         -            2,200          
Transport and Communications
8 Rural Road Sector Development  (NWFP/Sindh) IWTC PPTA 600            -            600             

Subtotal 600            -            600             
Other
9 NWFP/Sindh/Balochistan Public Sector Reform PW1 ADTA 1,000         -            1,000          
10 Institution Building for State Bank of Pakistan PW1 ADTA 500            -            500             

Subtotal 1,500         -            1,500          

Total 7,300         -            7,300          

Agriculture and Natural Resources
1 Punjab Barani III AWAR PPTA 800            -            800             
2 Agribusiness Development b/ AWAR/PSG ADTA 150            -            150             

Subtotal 950            -            950             
Social Infrastructure
3 Quetta Water Supply Institutional Strengthening AWWU ADTA 800            -            800             
4 SAP III AWEH PPTA 800            -            800             
5 Balochistan Non-formal Education for Rural Women AWEH PPTA 200            -            200             
6 NWFP Health Sector Reform AWEH PPTA 600            -            600             

Subtotal 2,400         -            2,400          

Transport and Communications
7 Balochistan Rural Roads IWTC PPTA 400            -            400             

Subtotal 400            -            400             
Industry/Energy
8 Industrial Efficiency and Environmental Management IWEN PPTA 1,000         1,000          

Subtotal 1,000         -            1,000          
Other
9 Poverty Alleviation Program PW1 PPTA 1,200         -            1,200          

Subtotal 1,200         -            1,200          

Total 5,950         -            5,950          

Agriculture and Natural Resources
1 Balochistan Rural Poverty Reduction AWAR PPTA 700            700             

Subtotal 700            -            700             

Social Infrastructure
2 Third Girls Primary School AWEH PPTA 800            -            800             
3 Early Childhood Development AWEH PPTA 500            -            500             
4 Balochistan Urban Development AWWU PPTA 1,000         -            1,000          

Subtotal 2,300         -            2,300          
Industry/Energy
5 Renewable Energy Development IWEN PPTA 600            -            600             
6 Strengthening of Safety and Envir Aspects in Petroleum Sector IWEN ADTA 500            -            500             

Subtotal 1,100         -            1,100          

Total 4,100         -            4,100          

Total 2001-2003 17,350       -            17,350        
NB: The CPCM Mission noted that there is additional scope for TA assistance to the provincial governments for public administration reform and restructuring.

a/ Although the proposed TA program has been generally agreed upon by Management, ADB financing may be subject to further reprioritization to fit in with ADB-wide annual resource envelope.
b/ Linked to Agriculture Program II Loan.

2002 TECHNICAL ASSISTANCE PROGRAM

2003 TECHNICAL ASSISTANCE PROGRAM

PAKISTAN
Lending Pipeine and Technical Assistance Program, 2001-2003a/

2001 TECHNICAL ASSISTANCE PROGRAM
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No. % No. %

I. By Poverty Classification*

A. Core Poverty Intervention 3 50.0 4 30.8
B. Poverty Intervention (Non-core) - - 5 38.4
C. Other Development Interventions 3 50.0 4 30.8

Total 6 100.0 13 100.0

II. By Crosscutting Operational Priority*

A. Environment 0 0.0 1 7.7

B. Gender and Development 1 16.7 1 7.7

C. Good Governance 1 16.7 1 7.7
D. Human Development 2 33.3 6 46.2
E. Private Sector Development 2 33.3 4 30.8
F. Regional Cooperation 0 0.0 0 0.0

Total 6 100.0 13 100.0

III. By Sector

A. Agriculture and Natural Resources 1 16.7 2 15.4

B. Energy 1 16.7 0 0.0

C. Finance and Industry 1 16.7 2 15.4

D. Social Infrastructure 2 33.2 6 46.1

E. Transport and Communications 0 0.0 2 15.4

F. Others/Multisector 1 16.7 1 7.7

Total 6 100.0 13 100.0

* This classsification was completed prior to the finalization of the improved and redesigned classification system in December 2000, which will be applied in 2001.

Classification
2001 2002-2003

PAKISTAN
FIRM LENDING PROGRAM, 2001-2003

BY POVERTY CLASSIFICATION, CROSSCUTTING OPERATIONAL PRIORITY AND SECTOR
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PAKISTAN

PROJECT PROFILE- 2001 LOAN

1. Project Name:      Sindh  Rural Development 2. Sector/Subsector: Agriculture/Rural Dev.

3. Poverty Classification:a* CPI 4. Crosscutting Operational Priority:b* GAD
5. Rationale & Objectives: 6. Beneficiary Participation/Consultation Needs:

7. Scope:

8. Estimated Cost & Financing Plan ($):      Remarks:

Loan Project Cost ($m)  
Financing (Source) FC LC Total
    Bank tbd tbd 40.0
    Co-financing tbd tbd 20.0
    Borrower tbd tbd 26.0
    Total tbd tbd 86.0

9. Estimated Benefits and Beneficiary Groups:

10. Executing Agency 11.   Project Implementation Period:

Planning and Development Dept., Government of Sindh   Start: 2002
    End:  2008

12. Environment Category:      B 13.   Processing Year: 2001
 

a CPI = Core Poverty Intervention; PI = Poverty Intervention; ODI = Other Development Interventions
b ENV = Environmental Protection; GAD = Gender and Development;  GG = Good Governance; HD = Human Development;  

PSD = Private Sector Development;  and RC = Regional Cooperation
* This classification was completed prior to the finalization of the improved and redesigned classification system in December 2000, which will be applied from January 2001.

Reduction of poverty of the rural population (particularly
smallholders, tenant farmers, sharecroppers, landless
laborers, and women) by increasing incomes and
employment through agricultural improvements and small
enterprise development. The project will also address the
problem of bonded laborers and bonded sharecroppers
who are in very high numbers in the target area of Sindh.

Required for social and needs assessment,
project design and implementation, and O&M.
NGO involvement and human rights organization
involvement will be needed.

Possible components for the project include (i) income-generating schemes, such as improvements in agriculture,
fish, livestock, irrigation and small community-based activities; (ii) rural financial services for agriculture and
microenterprise development; (iii) improvements to rural roads and other infrastructure; and (iv) strengthening the
capacities of beneficiaries and implementing agencies in project design, implementation, and O&M. Special design
features to reduce the incidence of debt bondage and increase compliance with existing laws will be needed.

The Project will be similar in size and scope to
other ongoing Bank-financed rural development
projects in Punjab and NWFP.

The main beneficiaries will be rural poor and bonded inhabitants of Southern Sindh, including the districts of
Thatta, Badin, Mirpurkhas, Umarkot, and Dadu. Benefits will include increased agriculture, livestock, and fisheries
production and productivity and increased nonfarm income generating opportunities. Increased income and
employment for men and women, particularly the poor. Increased access to markets for inputs, outputs, and rural
services. Enhanced status of women and increased targeting of assistance to the poorest of the rural poor,
including bonded farmers, laborers, and their families.
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PAKISTAN

PROJECT PROFILE -2001 LOAN

1. Project Name:      Capital Market Development Program  II 2. Sector/Subsector: Finance/Capital Markets

3. Poverty Classification:a* ODI 4. Crosscutting Operational Priority:b* PSD
5. Rationale & Objectives: 6. Beneficiary Participation/Consultation Needs:

7. Scope:

8. Estimated Cost & Financing Plan ($):      Remarks:

Loan Project Cost ($m)  
Financing (Source) FC LC Total
    Bank - - 200.0
    Co-financing - - 0.0
    Borrower - - tbd
    Total 0.0 0.0 tbd

9. Estimated Benefits and Beneficiary Groups:

10. Executing Agency 11.   Project Implementation Period:

Ministry of Finance   Start: 2001
    End:  2004

12. Environment Category:      C 13.   Processing Year: 2001
 

a CPI = Core Poverty Intervention; PI = Poverty Intervention; ODI = Other Development Interventions
b ENV = Environmental Protection; GAD = Gender and Development;  GG = Good Governance; HD = Human Development;  

PSD = Private Sector Development;  and RC = Regional Cooperation
* This classification was completed prior to the finalization of the improved and redesigned classification system in December 2000, which will be applied from January 2001.

ADB is the lead donor for capital market development and
since 1997 has embarked with the Government on a long-
term reform program. The first phase (CMDP) from 1997-
2000, focused on the development of the regulatory
framework and the efficiency of market participants, as
well as market infrastructure, in particular for equities.
These initiatives need to be broadened and deepened
through the development of domestic debt markets and
contractual savings/institutional investments. 

Private sector insurance and financial firms,
Government agencies and other stakeholders.

Policy reform to develop (i) regulatory framework; (ii) restructure non-bank Government financing through long-term
bonds; (iii) contractual savings, including reform of pension system and insurance industry; and (iv) improved
corporate governance.

CMDP is proceeding well and there is a good
rationale for continued ADB role in this sector.

(i)   Improved debt management for the Government.
(ii)  Development of long-term yield curve for better liquidity of financial markets.
(iii) Improved financial intermediation efficiency.
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PAKISTAN

PROJECT PROFILE- 2001 LOAN

1. Project Name:      2. Sector/Subsector: Energy/Electric Power
Energy Sector Restructuring Program 

3. Poverty Classification:a* ODI/PI 4. Country Operational Priority:b* PSD
5. Rationale & Objectives: 6. Beneficiary Participation/Consultation Needs:

 
7. Scope:

8. Estimated Cost & Financing Plan ($):      Remarks:

Loan Project Cost ($m)  
Financing (Source) FC LC Total
    Bank tbd tbd 305.0
    Co-financing tbd tbd tbd *
    Borrower tbd tbd tbd
    Total tbd tbd tbd

*World Bank may change this to a broader-based loan

9. Estimated Benefits and Beneficiary Groups:

10. Executing Agency 11.   Project Implementation Period:

Ministry of Finance (MOF), Ministry of Water & Power (MWP)   Start: 2001
   End:  tbd

12. Environment Category:      N/R 13.   Processing Year: 2001
 

a CPI = Core Poverty Intervention; PI = Poverty Intervention; ODI = Other Development Interventions
b ENV = Environmental Protection; GAD = Gender and Development;  GG = Good Governance; HD = Human Development;  

PSD = Private Sector Development;  and RC = Regional Cooperation
* This classification was completed prior to the finalization of the improved and redesigned classification system in December 2000, which will be applied from January 2001.

The long-term goal of the Bank's intervention is to ensure a
self-sustaining, efficient, and competitive power sector which
is able to provide required quantities of quality power at least
cost to consumers. In order to achieve this, there is a need to
financially restructure the sector utilities to improve existing
pricing and cost recovery mechanisms, to improve operation
efficiencies, to enhance the competitive industry structure, to
strengthen the market regulating framework, to prove
investor confidence, and to provide consumer protection.

The main program components are: (i) restore and sustain financial viability of power utilities; (ii) rationalize
electricity pricing structure; (ii) ease financial pressure from contractual obligations with IPPs; (iv) establishment
of more efficient and competitive industry structure; and (v) provide for effective sector regulation.

Satisfactory financial and corporate restructuring of
WAPDA, sale of KESC; corporatization and unbundling
of WAPDA's power wing; reduction of cross subsidies;
adjustment in development surcharge on fuel imports;
start of prequalification process for bidders under the
Government's new private power policy; approval by the
Govt. of a new private sector transmission line policy;
conclude bidding process for privatization of two
DISCOs; and NEPRA to act as an independent sector
regulator. 

The PSRP seeks to bring together the measures to reform the power sector in Pakistan, speed-up the actions
needed for its sustainable growth, increase efficiency in the use of resources and improve customer focus in the
delivery of services.

Some of the funds under the TA loan ($5 
million)  will be used for the design of 
mitigation measures and a full social 
impact assessment. Beneficiaries wil be 
consulted during the assessment
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PAKISTAN

PROJECT PROFILE- 2001 LOAN

1. Project Name:      Primary School Quality Improvement 2. Sector/Subsector: Basic Education

3. Povery Classification:a* CPI 4. Crosscutting Operational Priority:b* HD
5. Rationale & Objectives: 6. Beneficiary Participation/Consultation Needs:

7. Scope:

8. Estimated Cost & Financing Plan ($):      Remarks:

Loan Project Cost ($m)  
Financing (Source) FC LC Total
    Bank tbd tbd 50.0
    Co-financing tbd tbd -
    Borrower tbd tbd 21.0
    Total tbd tbd 71.0

9. Estimated Benefits and Beneficiary Groups:

10. Executing Agency 11.   Project Implementation Period:

Provincial Education Departments   Start: 2002
    End:  2006

12. Environment Category:      C 13.   Processing Year: 2001
 

a CPI = Core Poverty Intervention; PI = Poverty Intervention; ODI = Other Development Interventions
b ENV = Environmental Protection; GAD = Gender and Development;  GG = Good Governance; HD = Human Development;  

PSD = Private Sector Development;  and RC = Regional Cooperation
* This classification was completed prior to the finalization of the improved and redesigned classification system in December 2000, which will be applied from January 2001.

To help prevent student dropout in rural farming areas -
especially for girls - through rehabilitation of shelterless
schools (e.g., schools without roofs or walls), and
programs including book banks, stipends for attendance
and academic performance to keep students in school.

Federal provincial education ministries, district
education offices, school management committees,
NGOs. As provinces adopt the grades 1-8
elementary school system, students in danger of
dropping out throughout these grades will be
targeted. Programs will involve community
participation to encourage student attendance, as
well as programs to provide life skills, and
kindergarten classes that permit girls to continue
education.

The main objective will be to provide and monitor interventions to complete basic education, through local school
initiatives designed by school-community partnerships working with NGOs and district education officials. Key
districts in rural areas where high dropout results from the system of tenant farming will be targeted to provide
interventions to upgrade shelterless schools, develop, provide and evaluate pilot educational programs to attract and
retain students including preschool programs, provisions of free textbooks, incentives to keep girls in school, special
courses in nutrition and life skills development, and community participation through the use of NGOs, school
management committees and parent and teacher groups.

Co-financing will be sought for grants to support
technical assistance and the use of private NGOs
for training of school-community partnerships.

Improved access and delivery of education to 5 to 11 year-old students at risk of dropping out (especially girls) in
rural districts. The beneficiaries will acquire and use literacy and numeracy, and leading to basic vocational skills
taught in school. Use of school attendance awards, school book banks, proposals to raise school standards will
benefit up to 150,000 children at risk of dropout annually.
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PAKISTAN

PROJECT PROFILE- 2001 LOAN

1. Project Name:      Reproductive Health 2. Sector/Subsector: Health

3. Poverty Classification:a* CPI 4. Crosscutting Operational Priority:b* HD
5. Rationale & Objectives: 6. Beneficiary Participation/Consultation Needs:

7. Scope:

8. Estimated Cost & Financing Plan ($):      Remarks:

Loan Project Cost ($m)  
Financing (Source) FC LC Total
    Bank tbd tbd 30.0
    Co-financing tbd tbd 0.0
    Borrower tbd tbd 13.0
    Total tbd tbd 43.0

9. Estimated Benefits and Beneficiary Groups:

10. Executing Agency 11.   Project Implementation Period:

Ministry of Population Welfare   Start: 2002
    End:  2007

12. Environment Category:      C 13.   Processing Year: 2001
 

a CPI = Core Poverty Intervention; PI = Poverty Intervention; ODI = Other Development Interventions
b ENV = Environmental Protection; GAD = Gender and Development;  GG = Good Governance; HD = Human Development;  

PSD = Private Sector Development;  and RC = Regional Cooperation
* This classification was completed prior to the finalization of the improved and redesigned classification system in December 2000, which will be applied from January 2001.

World-wide, Pakistan will be the third most populated country by the
year 2050. Rapid population growth, at 2.8 percent per annum, will
double Pakistan's population by the year 2022, and further erode
economic growth potential. With a total fertility rate of 5.8, pregnancy
is an important health hazard for women, particularly for young
mothers. A large proportion of women suffer from life long
disabilities due to pregnancy complications. Maternal mortality is
among the highest in Asia, and has serious consequences on the
family. The Project aims to improve reproductive health and reduce
fertility of married couples through (i) education about reproductive
health, (ii) expansion of reproductive health services through
community workers and private sector, and (iii) improving clinical
reproductive health services, including for males.  

- Couples, staff and managers of organizations,
local leaders
- Ministries of Population Welfare, Health, P&D
  and finance
- Provincial Departments of PW, Health, P&D, 
  Finance
- NGOs, private sector and donors

The PPTA will include:
(i) review of the reproductive health needs and demands and services available in both the public and private
sector
(ii) appraisal of the National Population Welfare Program, the MOHFP and PHC program, and other reproductive
health programs
(iii) assessment of the adequacy of the policy and strategic framework for reproductive health and PW plans
(iv) participatory planning involving beneficiaries, donors and other stakeholders in the four provinces
(v) preparation of a project proposal, including economic, financial, social and technical analysis 

None

The Project will be especially targeting lower income groups which have high population growth.  
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PAKISTAN

PROJECT PROFILE- 2001 LOAN

1. Project Name:      Judicial and Legal  Reform 2. Sector/Subsector: Judicial/Legal
Program Loan

3. Poverty Classification:a* ODI 4. Crosscutting Operational Priority:b* GG
5. Rationale & Objectives: 6. Beneficiary Participation/Consultation Needs:

 
7. Scope:

8. Estimated Cost & Financing Plan ($):      Remarks:

Loan Project Cost ($m)  
Financing (Source) FC LC Total
    Bank tbd tbd 80.0
    Co-financing tbd tbd 10.0
    Borrower tbd tbd 39.0
    Total tbd tbd 129.0

9. Estimated Benefits and Beneficiary Groups:

10. Executing Agency 11.   Project Implementation Period:

Ministry of Law   Start: 2002
   End:  2007

12. Environment Category:      C 13.   Processing Year: 2001
 

a CPI = Core Poverty Intervention; PI = Poverty Intervention; ODI = Other Development Interventions
b ENV = Environmental Protection; GAD = Gender and Development;  GG = Good Governance; HD = Human Development;  

PSD = Private Sector Development;  and RC = Regional Cooperation
* This classification was completed prior to the finalization of the improved and redesigned classification system in December 2000, which will be applied from January 2001.

Inefficiencies in the legal and judicial system are adversely
impacting economic development and undermining
legitimacy of state institutions. The ADB-funded TA on
Pakistan 2010 Study, the IMF's Framework for Pakistan
and the ADB-funded TA 3015: Legal and Judicial Reform
Project have identified inefficiencies in the judicial and legal 
system as key governance issues that need to be
addressed. The GOP has therefore requested ADB
assistance for a judicial and legal reform program.

The consultative processes between the
members of the legal profession and civil society
initiated under the Pakistan 2010 Study and TA
3015 need to be built up upon. Stakeholders
include the judiciary, legal profession, NGOs
(especially those representing the women and
the poor) and the general public, particularly the
business community.

The Loan will address the following issues: (a) governance and institutional problems facing the legal and judicial
systems by targeted reform of key institutions; (b) court congestion by introducing court administration, case
management and introducing alternative dispute resolution (ADR) methods; (c) addressing declining standards in
legal education and legal profession by promoting better regulation, improvements in legal education, including
establishment of centers of excellence and supporting legal education innovations in existing schools; (d)
removing barriers to access to justice by promoting transparency and accountability through greater freedom of
information and strengthening administrative grievance procedures; and (e) removing bottlenecks in expeditious
disposal of commercial cases by specialized benches in High Court or new tribunals.

TA for Strengthening Institutional Capacity for
Judicial and Legal Reform to commence in 2000.
This will establish capacity to implement the
broader reform program.

Securing greater predictability in civil and economic transactions and enhancing the rule of law by
restoring/strengthening legitimacy of state institutions. Beneficiaries will include the general public, including the
business community.
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