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Foreword

The Framework for Economic Growth (FEG), a new approach to achieve high,
inclusive and sustainable growth was developed by the Planning Commission and
approved by the NEC in May, 2011. The FEG recognizes that in order to acceleraie
and sustain growth, generate jobs and reduce poverty, sound poficies and reforms are
required to enhance productivity and competitiveness. The Annual Plan provides
operational guidelines towards realization of goals of fostering markets and reforming
economic governance set in the FEG.

The National Economic Council (NEC) in its meeting held on 24" May, 2012 under the
Chairmanship of Prime Minister, reviewed performance of economy during 2011-12
and approved the Annual Plan 2012-13. The economy has shown sign of recovery
during 2011-12 with GDP growth at 3.7% in comparison with 3.0% achieved fast year.
The growth is contributed by agriculture 3.1%, industry 3.4% and services 4.0%.
However, it fell short of the target of 4.2% mainly due to flood damages to crops,
energy outages and weaker global demand for exports. Livestock (4.0%j, large scale
manufacturing (1.8%), construction (6.5%), commerce (3.6%) and financial sectors
(6.5%) are main sources of growth. In spite of energy crisis, the growth of LSM is
encouraging. Public finance and external sector remained under pressure and twin
deficits widened on account of slow growth of non-tax revenue and exports. Positive
development has been observed on the front of money supply, inflation, tax coliection
and worker remittances. Money supply on account of large draw-down of foreign
assets is likely to grow by 12%; inflation to be 11% against target of 12.0% and 13.7%
experienced previous year; revenue collections will be closed to a target Rs 1852
million and worker remittances will reach to level of $13 billion against § 11.2 billion
achieved last year. Income support program such as BISP has also contributed
significantly to protect the interest of poor and vulnerable.

The Annua! Plan 2012-13 has been prepared focusing on issues of energy, water,
food and internal security, human development, software to growth, PSEs & civil
service reforms and provision of critical infrastructure. The Plan highlights growth,
macroeconomic & price stability, balance development, social protection for the poor
and implementation of PSDP through Result Based Management.

The Annual Plan 2012-13 targets growth of GDP at 4.3% with contribution of
agriculture at 4.0%, manufacturing at 4.1% and services sector at 4,6%. Fiscal and
external accounts would be improved that would also enhance savings and
investment. Energy situation will be eased to utilize the ideal capacity especially of the
manufacturing sector. inflation is pitched at 9.5% supported by prudent monetary and
fiscat policies.

Annual Plan 2012-13 i
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National development outlays have been set at Rs 873 pillion for 2012-13 against
Rs 730 billion allocation and Rs 693 biliion expected utilization in 2011-12. In spite of
shortage of resources, the federa! PSDP has been increased this year to Rs 360
pillion, 20% higher than likely utilization of Rs 300 billion in 2011-12. In resource
allocation priority is accorded to projects near completion, supporting balance
development and jends support to implement the reform agenda of FEG, the
implementation pPlan of which has aiso peen approved by the NEC.

Dr. Nadeem ul Haq
Deputy Chairman

Planning Commission
islamabad, June 1, 2012

Annual Plan 2012-13




Executive Summav

Executive Suminary
Economic Performance and Prospects

The Annual Plan for 2011-12 envisaged real GDP to grow by 4.2 % based upon the
underlying assumptions of global recovery, better fiscal management, improved
energy availability and conducive business environment. However, not only energy
shortages continued with increased burden of circular debt, floods 2011 also inflicted
heavy losses to agriculture in Sindh. The GDP grew by 3.7% against the target of
4.2% and 3% achieved last year. The lower growth this year compare to target is partly
contributed by upward adjustment of last year's growth from 2.4% to 3%. This year
growth is aftributed o bumper crops in Punjab and improved value addition in LSM,
construction and finance sectors.

Moreover, the inflationary pressures remained tamed and slightly on downward
trajectory. This year experienced a widening current account deficit. Exports could not
sustain pressure of falling global demand and domestic supply side constraints. Global
higher commodity prices neutralized some of losses in exports in quantum terms;
however, it impacted POL imports bill. The vuinerabilities of external current account
position are further compounded by lower capital and financing account inflows as well
as IMF repayments.

Higher growth prospects are expected in 2012-13 even without injecting fresh
investment because industry is running at below 50 % of capacity. This idle capacity
could be used for boosting growth in the short-run but in the long-run key reforms need
to be pursued. The Implementation Plan of Framework for Economic Growth (FEG)
has been approved by the National Economic Council (NEC). The impetus fo growth
will emanate from the reform agenda enshrined in the Implementation Plan. Fiscal
management remained challenging and critical for keeping inflation in the single digit.
The external sector weaknesses and global environment are posing threat to external
outlook. Fortunately, cross-currency movement has impacted favourably to external
debt situation for Pakistan. The falling external debt to GDP ratio is not adequately
complemented by domestic debt.

Review of Annual Plan 2011-12

Real GDP Growth: Pakistan’s economy is estimated to grow by 3.7% against the
target of 4.2% set for the year 2011-12 and actual growth of 3% in 2010-11.
Agriculture sector is estimated to grow by 3.1 % as against the target of 3.4 %. The
rains damaged agriculture sector badly in lower Sindh but geod harvest in Punjab has
more than off-set the damages to the major crops. The losses of trading activities and
minor crops due to delayed water receding could not be fully compensated. Industrial
sector remained confronted with gas and electricity outages and expected to grow by
3.4 %. The service sector grew by 4.0 % which is below the targeted growth of 5% and
actual growth of 4.5% last year.

National saving is estimated to fall from 13.2 % of GDP to 10.8 % in 2011-12 as
against the target of 13.2 %. Real private and public investment both fell by 13.0% and
8.4%. respectively,

Annua!l Plan 2012-13 i1
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Fiscal Developments: The government took varicus measures in budget 2011-12 10
boost economic activity and achieve fiscal consolidation. The fiscal strategy was aimed
at expanding the resource envelope by tapping “tax buoyancy” and by containing the
current expenditure. The consolidated revenues during 2011-12 had been budgeted at
Rs. 2,870 hillion with tax revenues at Rs 2,151 billion and non-tax revenues at Rs. 719
pillion. Similarly, consolidated expenditure has been budgeted at Rs 3721 billion with
current expenditure of Rs 2,976 billion and development expenciture including net
lending at Rs. 745 billion. On the expenditure side, stringent expenditure controls
worked effectively. However, some slippages were witnessed on account of subsidies.

On the development side, the government set the PSDP target of Rs.300 billion.
Notwithstanding expenditure control measures, $OMEe revenue slippages are
anticipated. FBR tax collection stocd at Rs 1,426 billion during Juty-April 2011-12 as
against Rs 1150 bilion coltected in the comparable period of last year. This implies
that net tax collecticn is up by 24% and it has achieved 73, of full year target. in next
two months FBR has t0 coliect taxes equivatent to more than one-fourth of its annual
target. The fiscal deficit has reached 4.3 % of GDP during July-March 2011-12 after
excluding one-off debt consolidation worth Rs 301 billion. Overall fiscal deficit is
expected to surpass the target.

Monetary Developments: The SBP reduced its policy rate by 200 basis peints {bps)
from 14% to 12% in first half of 2011-12 (a reduction of 50 bps in July 2041 and 150
bps in October 2011). The decision was taken for not letting real interest rate to go up
to suffocate the growth. in order to enhance operational independence of SBP, the
State Bank of Pakistan (Amendment) Act (2012) was passed by the pariameint in
which important decisions were taken regarding putting restraint on the government
borrowing and encourage private savings.

The main impetus for monetary expansion of 8.7 % came from extraordinary surge in
government borrowing from the banking sector during July-April 2011-12. Caontraction
of Rs 261 biffion in Net Foreign Assels (NFA) of the panking system is witnessed in the
first ten months of the current fiscal year as against expansion of Rs.174 billion in the
comparable period of last year. The contraction was mainly due to lower external
inflows and higher current account deficit. NDA grew by 14.3 %. However despite
moderate aggregate demand, pressure on rupees liquidity is likely 10 continue due
uncertain foreign inflows and substantial government borrowing to finance the fiscal
deficit. SBP kept a vigit on liquidity situation and through open market operations
orovided liquidity which is evident from rise in credit to the private sector. Credit to
private sector has increased to Rs.252 bitlion in this period compared to Rs. 113 billion
in the same period of last year.

inflation: CPI inflation was targeted at 12 % for 2011-12 and it has increased by 10.8
o, during July-April 2011-12, compared {0 13.8 % in the comparable period of last
year. Contrary to easing of pressure from food inflation, the core infiation has
increased by 10.4 % as against 9.3 % in the comparable period of last year.

Balance of Payments: Annual Plan 2011-12 was prepared in an upbeat external
environment and the current account deficit was targeted at $1.4 billicn or 0.6 % of
GDP. The current account deficit has widened to $3 billion during July-March 2011-12.
The entire contribution 1o this surge came from trade imbalance which stood at $12.8
biflion as against $8.2 billion in the corresponding period of last year. Net contribution
of services was in the deficit lo the tune of $2.1 billion. Exports inched up fractionally to

Annual Plan 2012-13 iv
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$18.3 biliion and imports increased to $30 billion mainly on account of higher POL
imports. The buoyancy in workers’ remittances continued to keep current account
halance in sustainable limit. Remittances grew by 21% to $9.7 billion with average
monthly remittance inflow increased to $1.1 billion as against $870 million last year.
The upswing in remittances for some years is mainly driven by formaiization of
informal flows through incentivizing formal channels through Pakistan Remittance
Initiatives (PRI). The current account deficit for the whole year is expected to be $4.2
billion, 1.8% of GDP whereas trade deficit will be $15.5 bitlion.

Provision of adequate level of social safety net remained the overarching objective of
the government's economic policy. Back to back natural calamities in the shape of
flood and torrential rains in 2011 created additional demand for rescurces. The
government has allocated sufficient funds to provide initial cash compensation 1o
affected households for reconstruction of damaged houses and revive iivelihoods.
BISP, Zakat, bait-ul-mal and micro credit provided to the poor. The outreach and
offectiveness of BISP has been enhanced. The poor have also benefited from
additional transfer of resources to the rural areas because of higher prices of
agiicuttural output.

Annual Plan 2012-13

The weak macroeconomic environment, political uncertainty and natural disasters are
impeding economic recovery. The growth outlook depends on industrial revival which
in turn hinges upon energy sector reforms. The affordable and uninterrupted energy
supply can kick-start much needed momentum in the economy. The progress on
resolution of war on terror could have offered support to economic growtit in 2011-12,
but at the beginning of the current fiscal year, natural calamity struck. Growth in 2012-
13 will largely depend upon recovery in the large-scale manufacturing sector which
can capitalize upon its existing idle capacity. Agriculture sector also needs to sustain
the existing growth momentum with wheat and rice having great potential. Additionally,
adequate resource availability to finance development framework would be critical for
growth sustainability.

The Strategy of the Annual Plan 2012-13 flows from the Framework of Economic
Growth. Acceleration in the growth is envisaged through improvement in productivity
and competitiveness. Public investment through conditional cash grant will be directed
towards improvement of skills and entrepreneurship through Entrepreneur & Youth
Development Fund. Cities will be better managed through inclusive zoning and Urban
Challenge Fund to create space for private investment and construction, foster
domestic commerce, regional clusters and generate jobs. Markets will be reformed
through strengthening legal and regulatory framework to foster competition.
Connectivity to people and place will be improved starting from reforming Railways
supported by PSDP through contingent cash grant. On the front of governance and
delivery of public service, the capacity of the civil service will be enhanced through
robust training and leadership and performance enhancing skills and performance
based remuneration and career advancement. Result Based Management (RBM) wili
be introduced gradually in public institutions, where funds are to be allocated on the
basis of performance and results.

The real GDP growth for 2012-13 is targeted at 4.3% with contributions from
agriculture, manufacturing and services of 4.1%, 4.4% and 4.6%, respectively.

Annual Plan 2012-13 v
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Savings and investment: The investment is targeted to improve from current level of
19 5% of GDP to 13.1%. Both pubiic and private investment are likely t0 contribute to
this improvement. Eixed invesiment will inch up from 10.9 to 11.5% of GDP. National
savings are ikety 10 improve siightly from 10.8% of GDP in 2011-12 to 11.2% in 2012-
13.

Fiscal Development: Going forward, Pakistan needs subsiantial resources 10
augment its deveiopment efforts and improve quality of life. In the post-18""‘
Amendment scenario, onus of fiscal adiustment fell on the provincial governments and
they need to be motivated for adhering 1@ sound principies of fiscal prudence. The
provincial governments £an generate their own revenuss through areas such as
agriculiure income tax and property tax. FBR collections are supporied by nigher il
prices in 2011-12 but the momentum needs to be augmented by focusing on
rationalization of exemptions, broadening of lax base, plugging joopholes, tax
administration reforms and greater transparency in tax incidence. On the expendituie
side, fiscal bailouts 10 PSEs are no more sustainabie and thei restructuring became
unavoidable. The government will expedite on-going restructuring work to make an
impact on Budget 2012-13. Phasing out of un-targeted subsidies will be fast fracked.

pPublic Sector Development Program (PSDP): The size of the national development
outlay is Rs 873 billion {3.7% of GDP) higher by 19.6% than the budget aliccation of
Rs 730 billion of last year. Out of the national development outlay, federal program is
Rs 360 biltion inclusive of ERRA. The provincial development program is Rs.513
biflion. The federal pPSDP is aligned fo overarching objectives of “Framework for
Economic Growth” where the clear focus on completion of on-going proiects.
maximum  utilization of foreign loans, and balanced regional development. In the
Federal PSDP, highest allocation is provided to energy (Rs 184 hillion), fotlowed Dy
roads (Rs 59 billion) and water (Rs 48 hitiion).

Monetary Developments: Monetary expansion  for the vyear 2012-13 will be
determined by emerging domestic and external demand. The outlook for balance of
payments is not supportive of considerable improvement in the net foreign assels
(NFA) and thus monetary expansion will come from net domestic assets (NDA). The
private sector credit needs o be enhanced from its existing jiow level o provide
support to the investment driven growih. The government wil release more resources
for the private sector by lowering its financial needs. The SBP Amendment Act of 2012
also put restraint on govemment’s porrowing, especially from the SBP. A fiscal
adjustment to lower fiscal deficit will help o limit financing needs of the government.

inflation: The target of CPI inflation is set at 9.5 o, for 2012-13 as against expected
inflation of 11 % for 2011-12. The price stabiiity wiil remain overarching goal cf
economic policy making in 2012-13. The considerable improvement in supply of
essential items in 2011-12 offers room for optimism in 2012-13. The government's
efforts for fiscal stringency. rational monetary policy and vigilance on supply
constraints are some of the underlying assumptions of this inflation forecast.

Annual Plan 2012-13 i
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Sectoral Programs
Enhancing Froductivity

Higher Education: The thrust of higher education plan is to enable academic and
research  instituticns 1o come forward for development of innovation and
entrepreneurship with scientists, engineers and students as stakeholdars. An amount
of Rs 15.0 bilion tias been allocated in PSDP 2012-13 for the projects of higher
education for 2012-13 mostly for completion of ongoing projecis and a few new
initiatives like estabiishment of Shaheaed Berazir Ehuttc Medizal University Larkana,
Abdul Wall Kahn Universily Mardan, University of Gujrat, National Textile University
Faisalabad, University at Swat, Natienal Defence University Islamabad, Pakistan
Institute of Fashion & Design Lahore and Peoples University of Medical and Health
Sciences for Wamen Nawabshah (Shaheed Benazirabad).

Seience and Technology: FEG emphasizes on scientific research to be able to drive
the production by introducing value added technologies and innovalive ideas. Principal
focus af the Annuat Plan is to make science and technology at the service of peoples
in all spheres ot life, eventually leading to economic growth and prosperity. An amount
of Rs 2.9 millien has been allocated in PSDP 2012-13 for the projects of Ministry of
Science and Technology for various projects of its attached organizations such as
Pakistan Council for Scientific & Indusirial Research, Pakistan Science Foundation,
Pakistan Council of Research in Waier Resources, Pakistan Cauncii for Science and
Technalegy, Pakistan Council for Ranewabie Energy Technologies and Natignal
University of Sciences & iechnaology.

Skill Development: Skilt development plays a vita! role in enhancing skills and
productivity for employability, promotion of investment for maximization of employment
leading to sustainable economic grawth. Federal as well as provincial governments are
actively engaged in HRD activities and providing needed training and skiils to the labor
force tor enhancing their productivity and emplayability. An amount of Rs 2.9 billion
has been allocated to fund 5 projects of Ministry of Professional and Technical
Training for PSDP 2012-13 including Rs 300 million allocated to National Vocational
&Technical Training Commission (NAVTTC} to fund 134 development projects
including 90 ongoing programs at estimated cost of Rs 4 billion. Yauth deveiopment
fund will also be created to drive the benefit of youth bulge and demographic transition.

Commodity Producing Sectors

Agriculture: An allocation af Rs. 405 miilion for 2012-13 has been made for projects
ot various research organizations attached with the Ministry of National Food Security
and Research, These include National institute of Genomic ang Advanced B io-
Technology (Rs 150 millicn), Pak-China Cooperation for Agriculture Research and
Development. Rs 20 million, indigenization of Hybrid Seed Production for Enhanced
Crop Production (Rs 20 mill), National Bio Saline Agriculture Programme (Rs. 30
million), strengthening SPS Facilities and Quality Inspection Services in Compliance
with WTO-Establishment of Integrated National Animal and Plant Health Inspection
Services (Rs. 70 miliion).

Manufacturing and Commerce: Strategic focus of manufacturing sector would be on
the Innovation and efficiency; capacity building; fechnological up-gradation; infra-
structure development and Research and development activities. An amount of Rs 2
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pition has been allocated 10 manufacturing sector including Rs. 806 million for Mo
industries, Rs 1 billion for M/o Production and Rs 145 million for Ministry of Textiie.

Strategy N Mining and Quarrying sector is to encouraging foreign capital and
technology and develop innovative exploration guidelines, techniques and
technologies. During 2012-13, apart from ongoing geological and geophysical mapping
exercise, focus would be on putting in use the 175 billion tons of lignite coal in Thar
Desert under Coal Gasification Project for power generation.

Key strategies to promote markets include eliminating of taift and non-tariff trade
barriers and deregutation of prices, promote information technology and support an
officient transportation system.

Physical Infrastructure

Energy: National Energy Conference 2012 at Lahore achieved a national consensus
on energy policy to overcome energy crisis. Power sector reforms covering
governance, pricing and legal areas are necessary for sustainable, affordable and
reliable power supply. The instalied power generating capacity is planned 10 increase
from 23,718 MW in June 2012 to p4 822 MW in June 2013 through addition of 1,104
MW in PEPCO system. An atlocation of Rs 192 pillion has been made for the Energy
Sector for 201 o_43 against expected utitization of 147 billion.

Water Resource Development: The main strategies and policies adopted for
devetopment in water sector are {0 operationlize public investment already made and
integrated water resource development. AN amount of Rs 382 pillicn has been
earmarked for irrigation projects including small/medium dams, check & detay action
dams, canals & improvement of existing irrigation system white for lining of irrigation
channels in saline zones in Punjab, Sindh and Khyber Pakhtunkhwa Rs 3 billion has
been allocated.

-

Urban Development: Major programs include economic development of cities and
Prime Minister's One Million Housing Program for Low income Groups. Priority 1
accorded to the reconstruction and rehabilitation of infrastructure damaged by the
floods 2011. Urban chatenge fund wil be created to make cities creative.

Environment: T0 mainstream climate change, the Climate Change Poticy has been
formulated thal emphasis the sustained economic growth by appropriately addressing
the chalienges of climate change. An amount of Rs 150 million has been allocated for
the Ministry of Climatic Change for capacily puilding of the environment related
institutions and human resouUrce development.

poverty Reduction and Human Resource Development

poverty Reduction: BISP has been evolved into country’s largest social safety net.
BISP is providing much needed relief to over 4 million recipients including 1D Ps, flood
affectees and bomb blast victims all over Pakistan and disbursed Rs 108 bitlion 1o its
recipients titt March 2012, The number of recipients is expecled to rise 1o 7 miltion
once the nation-wide poverty scorecard targeting survey completes. tnvestment in
human capital development and skill development will enhance capability of the peopte
to generate income and to be gainfully employed. Focus will be on better delivery of
public service and better regulations {o boast economic activity. Besides, provincial
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programs of social safety nef. Pro-poor budgetary expenditures in 2012-13 are
expected to increase to Rs 1,615 billion, 8% of GDP.

Basic and Coliege Education: In the post 18th Amendment scenario, provinces are
in the driving seat for providing education facilities to the youth. However, an allocation
of Rs 4.4 billion has been made in Federal PSDP for expansion and development of
basic and college education by the Federa! pregrams including Capacity Building of
Teachers, Basic education and NCHD and estabiishment of new schools.

Health and Population: In Health Sector, strategic thrust will he on strengthening of
primary health care facilities particularly in improvement of mother and child health
through insiitutionalization of 24/7 Basic EmONC initially at ICT and later to be
replicated at provincial level. An amount of Bs 14.3 hillicn has been earmarked for
health sector for preventative and curative programs for achievement of health related
MDGs. With regard to popuiation stabilization, the strategy would be to integrate health
and poptdation sectors and improve availability of BH services at First Levet Care
Facility with a view to reduce fertility level to 3 births per woman.

Area Development: The policy for development of special areas development is
designed to improve standard of living of the pecple through reinvigorating area
development, raising agricultural productivity, alleviating poverty and providing
employment opportunities te landless fabors, promoting a sustainable environment for
the upliit of rural community and providing help, in accessing basic necessities and
management of the rural commons.For accelerated development for less developed
regions an amount of Rs 39.4 billion is provided. Qut of this, an amount of Rs 5 billion
has been provided to People’s Works Program.

Employment: FEG assigns high importance to youth poputation and suggests
innovative and entrepreneurial education for youth to sclve the problem of youth
unemployment in the country. Competency based training of marketable skills is the
focus of National Skills Strategy. President's Fanni Maharat Program and Prime
Minister's Hunarmand Pakistan Program aim at training of around 35 thousand youth
in marketable skills in all four provinces and federal areas of Pakistan. Establishment
of Industry Advisory Group and Accreditation of TEVT institutions are key features of
employment generation programs during the next year.

Connectivity

Transport and Logistics: Improving T&L facilities is a pre-requisite for reducing cost
of doing business and accelerating growth. An allocation of Rs 75.2 billien has been
earmarked for Transport and Logistics, including Rs 27.2 billion for the budgetary
program and Rs 48 biflien for NHA under the budgetary corporations program. Most
sub-sectoral allocations are for ongoing works. An allocation of Rs 21 billion has been
allocated for Railways and Rs 750 million for Ports and Shipping. NHA will continue
work on projects such as Faisalabad-Khanewal Expressway E-4 (184 km), Gwadar-
Turbat-Hoshab (200 km) of Gwadar-Ratodero (M-8) [650 km], Hoshab-Nag-Basima-
Surab Road (N-85) [459], Rehabilitation / Improvement / Widening of KKH (Raikot-
Khunjerab Section, 335 km), N-5 Highway Rehabilitation Project (883 Km) - revised,
Lowari Tunnel project. Railways will continue to focus on track rehabilitation, doubling
of track from Khanewal to Raiwind, procurement/manufacture of 150 Diesei Electric
(DE) locomotives, procurement/manufacture/up gradation of 602 {(400+202) passenger
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coaches, and replacement of otd signaling gear system from Lodhran to Shahdara
Section. elc.

information and Communication Technology: |CT services are necessary for
dgefivaring solutions for provision of economic and social services to achieve sustained
growth. Strategic objectives of the 1TC Sedtor include developing human resource for
Universities, research institutions, industry and agriculture sectors to bring about
significant improvement in these seclors, effectively produce high quality software and
enhance the software export of Pakistan and fo provide access 10 information through
internet to the remotest corners of the country, so that world knowledge can bring
value addition in all sectors of the society. To achieve these goais, & set of policy
reforms has been devised which have been discussed in the relevant chapter in detail.
In the PSDP p012-13 an amount of Rs 2.2 billion has been earmarked for 1T and £s
1 4 bpilion for telecom (SUPARCO, sCO and NTC). Ministry of information and
Broadcasting's aliocation is Rs 36 milion for PID Karachi.

Better Governance

Governance: Improving governance, strengihening i~stitutions and fostering markets
are the key pillars of the Framework for Economic Growth. With the obiective 1o
improve overall corporate governance, restructuring of PSES has been initiated for
attaining improved economic governance. An overall framework for restructuring of
PIA, PSM, PEPCO, Railways, NHA, PASSCO, TCP and USCs has been devised. An
amount of Rs 4.8 pillion has been allocated for ine governance sector in 2012-13.

Planning Commission has proposed revised procedures for the approval and financing
of developmert projects. Salient features of the revised system are that the DDWP
forum will cease to exist, while infrastructure and social sector projects respectively
costing up to Rs 2 billion and Rs 0.5 billion will need to be supported by in-house
teasibility study and those costing above these limits will have ic be supported by
protessional feasibility studies. All PSDP funded projects will be considered by
COWP/ECNEC while it has been made mandatory for signing loan agreement for
projects o ensure land avaitability and approval of pC-l before signing the loan
agreement. The ravised procedures will be adopted after approval of ECNEC/NEC.
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1.1 Policy and Strategy

Pakistan’s economy is passing through a period of slow growth, mainly on account of
security challenges, natural disasters, weak global economy and energy crisis. This
year 2011-12 some signs of recovery are visible where growth surged to 3.7% against
2% achieved during 2010-11. improvement in growth is contributed by better
performance of major crops, large scale manufacturing, construction and finance
sectors. Industria!l sector is working below 50% of capacity mainly on account of
energy shortages. Ample space is available to augment its growth.

To steer the economy back to the trajectory of 6-7% growth, impeding factors like
energy, investment, regulatory regime, tariff and economic governance needs a
serious review and reform. Pakistan's slide on human index and competitiveness and
governance account could be regained through implementation of reform agenda
refiected in the “Framework for Economic Growth®. Creative potential of cities and
youth is to be harnessed. Reslriclive regulations impeding commercial activities in
major urban areas need to be done away with. And youth bulge to be exploited by
providing them with skills and gainful employment.

Governance reforms are crucial for changing face of the government from impeder to
facilitator of economic activities. Regulatory reforms across different levels of the
govemment are necessary to ensure consistent and transparent application of
regulations and clear standards for regulatory quality. Macroeconomic policies such as
fiscal, monetary, exchange rate and trade are to be reshaped to lower administrative
burden of regulations on economic growth.

1.2 Review of Annual Plan 2011-12

The Annual Plan for 2011-12 envisaged real GDP to grow by 4.2%; expecting
agriculture, industry, and services sectors to grow by 3.4%, 3.1%, and 5%;
respectively. The growth target was based upon the undertying assumptions of giobal
recovery, better fiscal management, improved energy availability and conducive
business environment. However, during the first nine months (July-March 2011) the
economy remained confronted with internat and external problems like acute energy
shortages, inter-corporate circular debl, loss making public sector enterprises (PSEs)
and weak security environment. Above all, unprecedented rains and resulting floods in
Sindh change« the growth dynamics particularly in the agriculture sector. Considering
the possible impact of floods, in particular the potential damages to major and minor
crops and trading activity, GDP growth was estimated to fell short of the farget
Standing crops were badly affected especially cotton in Sindh. The flood also impeded
timely wheat cultivation in flood affected areas, and as a result wheat production
couldn’t achieve the target. On the external front, high international oi! prices,
European debt crisis complicated the global recovery and Pakistan’s export
destinations were badly affected. In spite of these problems, the real GDP growth of
3.7% with broad based contribution of all major sectors seems reasonable.
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1.2.1 Agriculture

Tne importance of the agriculture sector InCreases manifold because of its strong
influence over demand for industrial goods and services. Despite devastating floods
for two consecutive years. agriculture bounced-back with 3.1% growth which is still
fractionally short of 3.4% envisaged in the Annual Pian 2011-12. Ali sub-sectors
except for minot crops have positively contributed to agriculture growth rate. Growth
depicted by them is: major crops (3.2%), minor Crops (-1.3%]}, tivestock (4.0%), fishing
(1.8%) and torestry (0.95%). Contribution of sub-sectors of agriculture to iotal
agriculture is reflected in Figure 1.1 and their growth in 201 1-12 in Annexure 1.1

Figure 1.1: Sub-Sectoral Contribution 10 Agriculture Value Addition

Fishing Farestry _ Major Crop

2% -\/ 1% / 32%

‘ Livestock ; " i .
| 55% Minaor Crop

10%

Major crops with 3o°4 share in agricuiture value addition registered a growth of 3.2%
and surpassed the target of 3% envisaged in the Annual Pian 2011-12. This is mainty
due to the plenteous production of cotton, rice, maize and sugarcane crops. Although,
cotton crop was hit badly by the torrential rains in lower Sindh, yet the bumper ¢rop in
Punjab more than off-set the damage and the cotton crop witnessed growth of 18.6%
as compared with last year. In Punjab the Cob-Web phenomenon (attractive prices of
previous year) played its roff and area and production both increased significantly.
Wheat is the stapte food crop of Pakistan and accounts for more than 37.2% of the
total cropped area, 42.3% of the vaiue added by major crops and 73.5% of the total
production of food grains. During 2011-12, despite increase in the support price of
wheat by Rs. 100 per 40kg, the area under wheat went down by 2.6%. Wheat output
tell short of the target (25 million fons) by 8.7%. due 1o delayed announcement of
support price and unfavorable weather.

Rice crop benefitted from the soil moisture high international prices in the sowing
season that guided the farmers increase the area under rice crop by 8.7% and befter
water avaitability. Al these resulted in 27.7% increase in production of rice. The
production of maize ¢rop also posted 15.2% growth over last year production, while
sugarcane production grew by 4.9%. Notwithstanding the fact that the area under
gram remained more of less the same level of the previous year, gram and bajra
production declined by 41.4% and 12.3%, respeclively. important impediments faced
by the crop sector during 2011-12 were high input prices (due to imposition of saies
tax), high cost of agriculture credit, adverse impact of torrential rains and low
international commodity prices. Moreover, 54% deciine in tractor manutacturing and
decline in invesiment in agriculture also added to the worries of the tarming
community. Area under cultivation and production of major crops are shown in
Table 1.1.
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~ Table 1.1; Growth in Area and Production of Major Crops

1 Area '000' hectaresﬂ' Percentage Produencnoon' to”,ne?‘ Percéntagéw‘

Crop ;Té_(ﬁd-ii'-j:“zoi-i-}z: Change | ‘201011 | 201142 . Change :
Coton 26891 | 6245 54 58480  6ear4 166 N
Rico | 20651 | @5712 87 48288 | 61604 . 277

© Wheat . 89007 | 86657 | 26  os2138 285167 | 67
Sugarcane | 9877 | 10460 58 | 553086 | 580382 | 46 |
Maize | o742 | 10831 | 112 gr0ee  azmio | 1se
Source: National Accounts. Pakistan Bureay of Statistics, 2012 - o

Fertilizer prices almost doubled as compared with the average price levels of Rabi
2010-11. This was partly due to the interrupted gas supplies, imposition of sales lax
and increased transportation cost up country. The prices of urea went up by 81.4%
during the first nine months {July-March 2011-12) as compared to the same period of
the last fiscal year. The prices of DAP, CAN and NP also increased by 38.8 %, 75.5 %
and 45.7% respectively over the same period last year. The ferilizer oif-take
decreased by 4.9% in the first ning-months.

Figure 1.2: Urea Prices and Ofi-take July-Feb, 201112
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Miror crops showed mixed performance during 2011-12 and output remained wall
short of the targeled growth rate of 2%. Minaor crops of Sindh affected the most, where
chilies posted negative growth of 78.4%, onion 15.4%, oilseed 26.9%, pulses 3.5%,
while soyabsen and ginger were almost completely wiped out by the devastating
floods (Box 1.1). However, in Punjab province, minor crops witnessed significant
growth of 10%.

Livestock is the most important sub-sector of agrieulture in terms of value addition. It
contributes 55% to agriculture value added. Livestock was envisaged to grow by 4% in
Annuat Plan 2011-12 and is estimated to meet the target. in Sindh, this sector received
severe blow from floods and rains {(Box 1.1) but the green pastures available in rest of
the country due to last year's flood compensaled the current flood losses in Sindh. The
2011 flood is expected to create short-term insecuritics but over the iong term, land
fertility is expected to have increased.
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Box 1.1: 2011 Fioods: Pamages 1o the Agriculture t

e

} The fioods have heavily impacted the agriculture sector, with damages 1o crops, livestock, #
L fisheries, poultry and on-farm waler distribution infrastructure. The total loss estimated is &
fss 18403 million, of which 89% is in the form of direct damage and 11% isin the form of ¢
l: indirect tosses. Sindh suffered most with 94% of total damage and Balochistan with 6%.
P The losses were 1argest in the crops cubsector, which accounted for 91.5%, including ¥
! ostimates of damages to Kharif crops; food and seed stocks; on-farm irrigation water
{ tacilities; and support services for crops, as well as indirect damages to the forthcoming g
L Rabi 2011-12 and Kharif 2012 crops. Livestock subsector damages, which include toss of
i animais and poultry, disiréss sales, and destruction of anima! heaith support services, as
i well as indirect damages due © reduced milk production, accounts for 8.3% of total
b damages. Fisheries losses are estimated at around $3.4 miltion (0.2%) that accounts for
¢ private fish tarms/ponds and hatcheries. A total Of about 881 thousand ha of 53% of the
i planted areas was affected. The most affected crops are cotton with 74% damages to the &
%overall planted area in the affected districts. The damages to rice were 33%, sugarcane
L 349,, vegelables 79% and fruits 32%. The livestock subsector losses were mainly in g
{ productivity of the large ruminants and deaths in small ruminants and poutry. :

z
£

wras

% Source: World Bank, 2012

P
e

o

In the livestock sub-sector miik and meat production significantly contribute to value
addition. Pakistan is fourth fargest milk producer in the worid but due to the lack of
effective cool chain and processing facilities. its share in global market is negligible.
Meal production witnessed marginal ‘ncrease in beef (1.8 million tons) and mutton
(629 thousand tons), while poutiry meat production, having great export potential,
registered significant growth of 8.8% in terms of quantity. Moreover, per capita
domestic consumption is still very low as compatred with other countries. Pouttry seclor
offers great prospects for export sector. The Figuwe 1.3 indicates that over the last
decade, beef and poultry production has increased, white the production of mutton has
decreased marginally.

__Figure 1.3: Meat Prod uctien (2000-2012)
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Fishery sub-secior also sustained losses of almost $3.4 million due 10 floods in lower
Sindh and some parts of Balochistan. Marine and Inland fish calch grew by 1.3% and
2o, respectively. Fishery sector is estimated to managé the envisaged growth of 1.8%
in 201112 mainly due 1o the initiatives taken by Balochistan Fisheries Department.
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1.2.2 Industry

The industrial sector has shown some improvement over the previous year and is
estimated to grow by 3.4% compared to the target of 3.1% during 2011-12. The
industrial sector showed impressive growth during the current fiscal year in the face of
difficult economic circumstances.

Manufacturing

During 2011-12, the manufacturing sector is estimated to grow by 3.6% compared to
the target of 3.1%. According to the latest data of Pakistan Bureau of Statistics (PBS),
large-scale manufacturing (LSM) sector (52.3% of the overall industry) has posted a
growth of 1.8% against the target of 2%. Energy shortages, low foreign investment,
rising cost of doing business due to severe hike in petroleum and electricity prices,
security issues and ; political situation are responsible for the sluggish LSM growth
during the period under review. '

The major contribution towards the positive growth in the LSM performance in the
period under review came from food beverages and tobacco (10.2%), paper and
board (10.3%), pharmaceduticals (11.1%), wood products (8.2%), leather products
(4.0%), non-metallic mineral products (2.9%) and textile (0.9%). but some sectors
recorded negative growth such as automabiles {(-0.6%), coke and petroleum products
(-3.9), iron and steel products (-29.5%), chemicals (-5.9%) and electronics (-7.2%).
Demand for pharmaceutical items increased manifold after the outbreak of dengue
fever in Punjab. The industry is expected to upgrade its capacity further keeping in
view the positive growth trend coupled with recently-announced increase in the prices
of medicines,

Textile industry has been going through one of the toughest periods in recent years.
Despite severe energy crisis, low international demand, textile sector has managed to
post a positive growth of 0.9%, thanks to bumper production of cotton. It is expected
that the sector will gain growth momentum if the government implements the decision
taken in Second Energy Conference in letter and spirit for uninterrupted power supply
to the industrial sector.

Automobile sector's performance has not been up to the mark as it has recorded a
negative growth of 0.6% compared to an impressive growth of 11.5% last year.
Notwithstanding positive contributions from jeeps & cars (11.3%), motorcycles (4.0%),
LCVs (7.4%) and buses {25.0%), the negative growth of tractors {54.9%) and trucks
(8.3%) dragged the overall growth of automobile sector to negative. The sales of
passenger cars and LCVs have maintained their sales trend on the back of local
demand despite prices were increased several times in recent years. The Punjab
government’s yellow cab scheme is one of the major contributors of growth in locally-
manufactured cars in current fiscal year. Moreover, the 21% increase in workers'
remittances and renewed interest in auto finance also impacted the demand in the
auto sector during the period under review.

Cement industry has exhibited a growth of 2.9% as against contraction by 10% in the
comparable period of last year. Cement exports to Afghanistan has shown healthy
growth of 7% during July-February, 2011-12,

The energy intensive industries faced the backlash of energy shortages. The steel
industry, including ailing Pakistan Steel Mills, faced many problems including; low
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econamies of scale, insufficient investment and the loophioles in the tax system. in the
ejectronic goods, production of deep freezers showed a negative growth of 49.5%,
electric fans 11.0%, electric motors 7.8%, clectric meters 17.5%, switch gears 42.1%,
TV seis 22.2%, storage batteries 22.3% during ihe first eight months this year over the
previous fiscal year. However, glectric transformers recorded a tremendous growth of
27 7%, air-conditioners 1.3%, refrigerators 7.6%, electric bulbs 15%, and electric {ubes

18.5%.

Small and Medium manufacturing posted 7.5% growth in line with its historical
growth rate.

pining and guaitying seclor has surpassad the target of 1% by posting an
impressive growth of 4.4% growth.

The value addition in construction sector grew by 6.5% against the target of 2.5%.
The main reasons for robust performance include: post-flood reconstruction activities
and grawing housing demand for the increasing population as well as PSDP spending
by the government. Despite declining production of steel, wood, paints and glass as
welt as high inflation in building materials, the growth of the consiructian sector seems
quite encouraging.

Value addition in electricity generation and gas distribution is estimated to contract
by 1.6% during 2011-12. The energy challenge is still there hecause of the widening
demmand-supply gap. The situation is worsening due to the issue of circular debi.
Despite same adiustments in the prices of electricity and gas, the big issue of energy
shortages remains unresolved. Pakistan has huge electricity-producing potential in the
shape of hydel and coal. So far, Pakistan has been successful in utitizing only 15% of
the potential in hydropower generation. Some clean energy sources such as wind and
solar can also be utilised for meeting energy shortages. Finally, as proposed in the
Planning Cornmission’s Framework for Econamic  Growth, development and
implementatian of nationai integrated energy palicy followed by an integrated energy
plan is dire need af the hour.

-1.2.3 Services Sector

Sustained_growth in services Sector is an important driver of overall economic growth
of an economy. The development experiences of BRICs and ASEANS manifest thal
ihe services sector not only engenders growth in agricultural and manufacturing
sectors but also resulis inta greater economic integration with ithe developed world.
Therefore, it is now widely believed that in the long run, economic grawth and well
being in developing world can be achieved only when #ts econamic structure is
transformed and larger share of output comes from a vibrant and productive services
sacior.

The services sector in Pakistan has also pasited considerable growth episodes over
the last decade and now claims the largest share in GDP. wholesale & retail {rade,
community and S_&_FP services and transport, slorage & communication; with 32%,
24% and 18% share respectively, are major components of services sectar output in
2011-12 (See Fig 1.4). Comparing with the previous years growth of 4.5%, the overall
growth in gervices Secior was 4% in 2011-12. The relative stagnation in IS
performance in comparison o the previous trends was mainly caused by stagnation in
wholesale and retail trade community, S&P services. Finance & insurance and
transport & communication sectors posted positive growth of 6.5% and 1.25% as
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compared to -1.4% and 0.87% in the previous period respectively. This helped
services sector sustain its growth trajectory around 4% (Table 1.2).

Fig 1.4: Composition of Service Sector 2011-12

Community, Transport,
S&P Services Storage &
24% Comm.
18%
Public
Admn. &
Defence
12% Wholesale
& Retail
Ownership & -I;;;oc/ie
Dwellings  Finance & °
5%  |Insurance
9%

"Source: Pakistan Bureau of Statistics

Table 1.2: Sectoral Growth Performances
2007-08 to 2011-12

, 20121
RealGDP ~— - - -~ . 1.7 | 341 3.0 4.2
;i)f Agriculture Sector - 0.4 0.6 24 ! 3.4
i) Industrial Sector. o - -04 6.1 0.7 | 34
iii) Services Sector . 17 2.6 4.5 5.0
|« Transport, Storage & Comm. | 3.6 2.7 0.0 45
= Wholesale & Retail Trade -1.4 4.4 35 | 50

e Finance & Insurance -7.6 -12.1 1.4 0.2
|« _Ownership & Dwellings 3.5 35 1.8 35
L ¢ Public Admn. & Defence 3.7 25 .1 141" 6.0
___*_Community, S&P Services 89 78 ! 69 7.0

Source: National Accounts of various years, Pakistan Bureau of Statistics

Wholesale & retail trade, community, S&P services and ownership and dwellings are
estimated to grow by 5.0%, 7.0% and 3.5% against the previous year's performances
of 3.5%, 6.9% and 1.8% respectively. Flood related social activities caused a positive
growth in community and social services in 2011-12. The impact of floods on the
economy was multi-faceted. On one hand, they severely impacted country’s overall
economic performance due to deterioration in the performance of commodity
producing sector and slackened domeslic trade activity; on the other hand, it
contributed positively to the growth of services sector through enhanced community
and social services.

The unprecedented rise in profits of the financial institutions and extended insurance
services helped break the negative growth trends in this sector. Against the targeted
growth of 0.2%, the sector is estimated to grow by 6.5% in this year comparing with
the previous year's growth of -1.4% (Table 1.2). The phenomenal growth in gross
value addition (GVA) by insurance and pension fund (42.4%) and the SBP (18.2%)
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compared with the 13.6% and 10.0% in the previous yeal reepectively resutled into
positive growth in the financial sactol.

With the growth of 1.3%, transport, slorage and communication sactor ramaines balow
its targeted growih of 4.5% iy 2011-12. Theie s a definite shift of commearcial ¥
from railways and the DA {0 roads’ ranspor which warranted higher i
roads and infrastructure. This shift was primartly responsibie for ofizetting
impact of rail and air transport services in Sakistan. Nevertheless, in 10 ,
financial, administrative and operational challenges with which boih the PIA an
Pakistan Railways are confrontad with at present, rernain to be ihe greaisst threals jis]
achieve a batanced growi in transport sector of the economy {Table-1.2).

Furthermore, vunerapility of services sectot viz-a-viz other cconomic sectors s
substantiated by making inter-regionat structural comparisons. Like Financial anc
Insurances services in india appear to have a domirani shaie in increasing growii
aver the last few years, the same segmeant of services sector has been struggling to
‘el the economy witih necessaly capital  invasiment in Pakistan. Lack of
entrepreneuriat initiatives in banking secior, iowe divarsification and priority 1o private
investment, high pubtic sector investment in infrastructure; particuiatly roads projects.
are the predominant factors responsible for hese siructural challengss 10 domestic
services sector in Pakistan {Table 1.3}
Table 1.3: nter-regional Disaggregated Comparisen

=

-

R sz.D_f_E?&‘.?EWEEE%??‘?’?F’EQ._@EA?-
"'ktsiaﬁ L . india

\ Co:ﬁpositiﬁh Of M,A g R Ce
| Services Sector ;200809 ©2008-10 *op10-11 | 201i-12  2008-09 fonpe-10 ¢ 2010-11

Transport, Storage | 4gg - 193 | 193 . 485 . 148 - 158 160
P&Comm. e — o T _ L
Wholesaie & Retall - gng © 3tg 324 31 . 259 252 ¢ 252
Trade L - T T e T o
 Finance & " ie | 10s . e2 | 8BY - 288 264 26.5
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Globally, the volume of trade in services Secior is assumaed to have positive coirelation
with over-ali economic well being of a sociely. A average 15% of GDP i produced
through trade in gervices sector by emer jing Asia and OBECD economiss. it CASE g
Pakistan, however, the valume of trade i services secior is 7% of GDP. which is far
betow than the BRICs, SEANS and OECD countries. One reason could be the present
financial crisis in Europe and USA, which has shiunk the volume of giobal trade by
reducing the demand of goods and sevices, Neveriheless, the analysiz of Services
sector reveatls that, unlike Pakistan, as the size of cervices sector grow, the secior rict
only produces traceable surpluses but also becomes more diversified in the emerging
economies and developed worid (Box 1.2},
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Box 1.2: Pakistan Sepvices Sector and Global Trends

Moving ahead with the commanly held helisve that share of services sector in GDP
incraases as a country moves onio a higher growth trajectory and susiainable paths of
economic development, we see on canvas Pakistan’s services seclor is not lagging far
behind than the emerging and developed economies. The share of services sector value
addition in Pakistan’s GDP is quite comparable with the BRICs and other neighboring
countries {Fig 1.2A). Despite this, the positive growlh in services sector was not good
enough o improve economic resilience and transiaie into positive and sustainable
economic growth,

it is however, important to note that structure of economy and composition of services
secior weigh far more than its cize. The countries like Korea and Malaysia produce 18
and 27 nercent of thelr respective outpuls in the form of tradable services, whergas on
average the same has been estimated at 13 percent for the OECD countries. On the
contrary, Pakistan with more than 50 percent share of services sector in its GDP, is still
struggling to have diversification and maximize benefits of global integration

W

A R e

HEH e S

Pakistan' ServicesSector in Giobal Perspective
(2010}
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Value Addition
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Source: World Development indicators 2011

Figure 1.2B: Trade in Services across the Globe 2010
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Sources of Growth

The real GDP growth is contributed primarily by the services sector with 2.1
percentage points with 0.9 percentage points and 0.7 percentages points originated
from industry and agriculture respectively. The commodity producing sector
contributed 41 percent of GDP growth and services sector accounted for 59 percent
stake in the growth. The sectoral contribution in 2011-12 showed significant
improvement as against 77 percent contribution to growth originated from services
sector in 2010-11 [See Fig-1.5].

e - 23—
oy 2.1

w2010-11 ~2011-12

Agriculture Indusiry Services

Ry

e i e e

As far as demand side is concerned, the entire growth in 2011-12 is contributed by the
consumption with negative contributions from  investment and net exports. The
nagative contribution from net exports is highest ever in the last two decade, thereby
refiecting severity of terms of trade shock. Investment is contributing negatively for the
lust four years, thereby implying shrinking productive capagity in the economy. The
consumption boom needs adequate support from net exports and investment for
sustainable and equitabie distribution of growth [See Fig-1.8].

Fig-1.6: Contribution to GBP Growth

16.0
s Net Exporis
Saam Ipvestment
12.0 e Consumption
GDP Growih
- 8.0
=9
o) 4.0
o
&
0.0 ——
40 —
[ (3 » N ] [ 3 [ n [ N h
8 8 8 g 8 S B 8 2 2 2 2
@ T Il b » T L 3 bt ‘_P; @ <
= B a 3 2 ] E 2 2 5 = ]
Annual Plan 2012-13 Page 12




Growth Investment and Savings
e E——— ,#___#M—‘i—é—“-—-—u——;%_———__ﬁ*ﬁ

1.3 3avings and Investment

National saving is estimated to fall from 13.2% of GDP to 10.8% in 2011-12 as against
the target of 13.2%. Real private investment fell by 13% and public investment fell by
8.4%. The investment is already at its lowest ebb and further reduction in investment
level will impede growth prospects of the economy. During July-Feb, 2011-12, private
sector borrowed Rs 57 billion, of which Rs 52 billion were borrowed for working capital
requirements and only Rs 5 billion were directed to the fixed investment sector
{Annexure 1.2).

Foreign Direct Investment (FDI)

FDI fell by 48.2% during July-March 2011-12 and stood at $ 599 million as against
$ 1157 million during the comparabie period of last year. The portfolio investment
decreased by 148.5% as it tumed to outflow of $ 83 million against inflow of $ 305
million in the corresponding period of last year. Major sectors attracting FD! inciude oil
and gas exploration (5 428.9 million), chemicals ($ 66.9 million), financial business
($ 45.6 million) and construction ($ 53.3 million)

1.4 Annual Plan 2012-13

The macroeconomic and political instability combined with natural disasters are
impeding economic recovery. The progress on implementations of economic reforms
outlined in the "Framework for Economic Growth” is slow and steady. The economy
offers room for optimism especialty when ot of idie capacity is lying in the economy
which means only small injection of investment couid reinvigorate growth momentum.
The growth outlook depends on industrial revival which in turn hinges upon energy
sector reforms. The affordable and uninterrupted energy supply can kick-start much
needed momentum in the economy. The progress on pacification of backlash of war
on terror could offer support to economic growth in 2011-12, but at the beginning of the
fiscal year the natural calamity struck the economic activity. Growth in 2012-13 will
critically hinge upon recovery in the large-scale manufacturing sector which can
capitalize upon its existing idle capacity. The agriculture sector also needs to sustain
the existing growth momentum and prospective candidate to steer the growth are
wheat and rice in the major crops and many minor crops fike fruits and chilly. These
two crops have performed below par in 2011-12 mainly because of impact of natural
calamity. The adequate resource availability to finance development framework rests
on success of additional resource mobilization efforts.

The strategy of the Annual Plan 2012-13 flows from the Framework of Economic
Growth. Acceleration in the growth is envisaged through improvement in productivity
and competitiveness. Public investment though conditional cash grants will be directed
lowards improvement of skills and entrepreneurship through Entrepreneur and Youth
Development Fund. Cities will be better managed through inclusive zoning and Urban
Challenge Fund to create space for private investment and construction, foster
domestic commerce, regional clusters and generate jobs. Markets will be reformed
through strengthening legal and regulatory framework to foster competition.
Connectivity to people and place will be improved starting from reforming railways
supported by PSDP through cash contingent grant. On the front of governance and
deiivery of public service, the capacity of civil service will be enhanced through robust
training and ieadership & performance enhancement skills, performance based
remuneration and carried advancement. Result Based Management (RBM) will be
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introduced gradually in public institutions where tunds are to be allocated on the basis
of performance and results.

The growth of GDP for 2012-13 is targeted &t 4.3% with contributions from agriculture,
manufacturing and services of 4.0%, 4.4% and 4.6%, respectively. Nominal GDP is
targeted to grow by 16.3% and GNP per capita is projected at Rs.136,885 [Annexure
1.2). The growth is subject to risks like deterioration in energy availability, extreme
weather fluctuations, and fiscal profligacy. The underlying assumption for inflation is
9.5% which is consistent to fiscal prudence and tightening. The sectoral detail of
targets is given in the following paragraphs.

+.4,1 Agricuiture

The last year's floods have helped in reaping short-lerm productivity gains in the
agriculture seclor which spearheaded the growth in the sector. The sustainability ot
these gains in the medium-term is chalienging and need extraordinary policy eftorts.
The agriculture is targeted to grow by 4% in 2012-13 on the basis of expected
contributions of major Grops (3.8%), minor crops (4.5%), livestock (4.2%), fishery {2%)
and forestry (2%). The projection for major crops assumes wheat and rice 10 reach
their potential level achieved in the past under normal circumstances, and no drastic
fall in cotton and sugarcane output. The undertying assurnption for minor Crops growin
is revival of chilies, edible oif and gram for convergence to their normal production, and
recovery in production of pulses. The moisture content in the air and soil owing {0
heavy showers and floods of last two years will continue to help productivity and yield.

{ow productivity and yield in the ¢rop soctor and indiscriminate use of fertilizer are
impeding factors for growth in the agriculture sector. Substantial yield gaps offer
enormous opportunities to increase production through improved soil and water
managemeant, use of quality and certified seeds, balanced and optimal usé of fertilizers
and proper piant protection measures. 1he improvement in agricuiture extension
services may also incentivize farmers 10 produce more.

The most important impediments being faced by the farmer community are: markei
inetficiencies of both input and output markets, tack of financial resources at the time
ot sowing/ credit availabitity, high cost of inputs, issues of avaitabitity of quality seed
and pesticides, non-availability of storage and cool chain facility for petishabie Grops
and mal-practices in public sector procurement of crops (Box1.3). Moreover,
resistance to adopt innovative cultivation methods and non-traditional crops is also
adding to the financial worries of the farm seclor.

In agriculture sector few neglected avenues, if explored, can provide impetus to the
agriculture growth and in urn can boost farm mcomes. Floricufture, horliculture and
edible oilseeds are some of the examples. Edible oil seeds production and oil
extraction is an area which has been neglected for many years. Pakistan presently
imports more than 5 milion tons edible oil annually {Worth over Us $ 1.9 biliion)
against 2.2 miliion tons of local production. The country presently produces onty about
one fourth of domestic demand. As such there is a large scope for edible oiiseeds
production. in Sindh sunflower cultivation has been successful and the support price of
Rs 2220 per mound is also an incentive for small farmers t0 diversify their cropping
patterns. in Punjab and Khyber Pakhtunkhwa, special initiatives tor cultivation of olive
are steps in the right direction. Particularly, Punjab Agricufture and Meat Company’s
(PAMCO) project of declaring Potohar region as olive valley can be a signiticant
development. in this regard, PAMCO has taken initiative to develop certified nurseries
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rewth Investmeant and Savings

PRSI R B SRR LT TN A1+ Moty BT RS ST I AT AR AN . P N

through ; ihave sactor siading oo Folonar mnciading Attock, Rawalpindi, Chakwal,

Jehlum and Khushab dislricts.  invesiments in such avenues will boost long run
asarcuitre growth and save forzign exchangs by reducing edibie oil imports.

Vi

Boxn 1.3: Precenice of i’“f"r',:r'nem in Wiicat Marke? ;

;i

Pubiic Sector is playing an active role in the wheat market since 1959-60, when for ¢
the first time governmeni announcad wheat support price. Afierwards, procurement f

. and inter-provincial and int ro' irict bans on wheat movement aiso appeared as §
| toois of government infervention in wheal markel. Presence of government in the |
- markel 12 Cufat"?f‘ "GCJd‘d\’T exirmalitizs fu' u“h, agricuffurg and GDP growth and |
i E:u:: e ‘C‘ v ooxchoguer. Wheat Target and
2008-0y 10 2011-12 is shown in Table 1.3A. i

v ihe current crog year goversment hag o .murace»d suprcrt price of s 1050 per 40

Kg on 25" Nov, 2311, which was atter the completion of sowing season in most paris

of the country. Thiz delayed announcement debarred support nrice 0 yield desired
 resulis (fo increase area under cullivation) and area undor wheat decreased by 2.6%
o How whaat procurement targst has baen fixed &l 7.7 million tons for the current crop.
r Currently the pubiic sector wheat stook lavel is 4.5 million tons, which will be 3.4
milion jons by ihe end of food year (irom 1-G5-11 (o 30-04-12). Moreover, the
! composition of inventory elsc shows more than two years old reserves {(Table 1.3B).

- e A ey

O L e

i n the presence of such hune stocks and declining international prices, the target of |

7.7 miltion tons seems high. The finances required for such huge procurement will
axert the purden of Rs 209.5 E- billior, Moreover, the slorage cost of Bs 200 per 40Kg |
and sioracje related losses will add to the financial worries. I private sector is
aliowed 1o enter the markei and privaie silos are used for storage in ine wifh
international practices, these imancial tosls can be avoided. Wheal procurement
aisc involves much discrimination and the main objective of support price and pubiic

[)

. procurement i.e. safeguarding the interest of small growers is not being met whils *
onty influential tarmers can manage to sel their produce to public procurement |
agencies and small farmer gets the opan market price which is far below the support f
price. In the light of curent fisca! problems and the guiding principles defined by ¢
Framework for Econcmic Growth public secior should gradually restrict ifs role to

¢ funstions of regulator and leave the space for private sector.

Table 1.3A: Wheat Targe! and Procurement 2008-09 to 2011-12
(Mi!iion Tons)

Province/ 2003 no 2009 10 o 4010-11 201112
Agency Tarqpt B Proc Targnt ' %roc- ‘ '!arc*et ] R Target '
Pun,aD -85 0 53 4 37 85 32 L 40

 Sinds 12 12 6 1 5 i3 L 14 113
KP*( S 03 61 . a3 . 0 3 - 04 | 02 | 03

- oLm T ; L — S
aiovh:slan 0 - : C.1 . 0 1 0.1 | 0.1 | 0.1
PASSCC 15 21 16 . 11 13 . 13 | 20
Total 86 foe2 | 75 87 . 66 . 62 | 77
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oo in 2012-13. Pakistan's performance
the past decade, yel there is a huge
nt and meat production. The most
d meat products. Moreover,
amic states can tap a huge share of international
Worth of $632 biflion halal food market offers an
ts at sub-national level have started focusing
in LL.ahore was a beginning in

ssive and is contributing high percentage
imost 66% of the population is protein
body is 102.7grams. while in Pakistan
itry meat provides an economical solution to this
xportability of processed chicken products and
g indicators of poultry growth in coming

n Pakistan a
d pou

heds are leadin

subsectors are expected 10
grow by oo, in 2012-13. in
a nutshell, thanks to post
flood moisture availability,
revival of minor Crops and
increased productivity of
fivestock, agriculture sector
is well placed 10 achieve

the envisaged growth of
3.8% in 2012-13.
Nevertheless, uncertain
weather conditions, energy
constraints, input supply
and price issues, geclining
international commaodity
prices  and government
presence in agriculture

markets are few threats to

Box 1.4: Global Halal Food Market

The research by world Halal Forum quoted In TIME
Magazine shOwSs that total size of Global Halal food
market is worth about $632 billion. The 10 biggest
exporters of Halal Products are Non-Muslim countries:
USA, Brazil, Argentina, France, New Zealand, Australia,
Thailand, Philippines, Singapore and India enjoy almost
85% share of Globa! Halal Market. (indian Halal Food
Trade was over ¢21 billion last year) Malaysia and
Indonesia are the only Muslim countries with aimost 15%
share in the Global Halal market.

Halal Certification is a must to declare any product as
Hafal. Halal Certification allows you 1o use the HALAL
Logo on your product to inform consumers that they are
buying HALAL products. There are more than 300 Halal
cettification agencies in around 25 countries this huge
market offers an opportunity 10 Livestock & Dairy sub-
sector of Pakistan.

agricutiure sector growth.
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1.4.2 Industry

The industrial sector has exhibited some signs of recovery during the current fiscal
year by surpassing the target of 3.1%. It is expected that it would sustain its growth
and will grow by 4.1% during 2012-13. The mining and quarrying sector is projected to
grow by 3%.

The manufacturing sectar is expected to grow by 4.1% based on the growth rate of
large-scale manufacturing sector (2.5%), small & household manufacturing (7.5%) and
slaughtering (4.5%). The likely growth of the large-scale manufacturing is based on the
assumption of relatively better energy supply. Secondly, the impressive production of
major crops would support agro-based industries which will result in higher industrial
production during 2012-13. The expected rise in fareign remittances and rural class
income would enable people to buy consumer durables and automobiles. Growth of
canstruction sector would help grow allied industries such as cement, steel, glass,
paints and varnishes.

The construction sector is targeted to grow by long-term sustainable rate of 4.5%
during the fiscal year 2012-13. Rising demand far housing would keep the pace of the
sector going well. Electricity, gas and water supply sector is expected to post a growth
of 2.2% during 2012-13. Due to completion of Mangla Dam Raising Project, it is
expected that the storage of additional water will result in much-needed hyde! power in
the coming days. In the shart run, choosing afternative energy sources like solar and
wind would help in meeting the energy shortages. It is also expected that the
government would try to heip resolve the circular debt issue for the development of
energy sectar in the country.
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Box 1.5 is Growth in Services Sector both Necessary and Sufficient for

-

Deveiopmeant?

. A copious amount of economic lilerature nas heen produced to snrich depate on tha role
of services seolar in growth and development. The Clzssical economists assuming lanor
" with diminishing retums assumed services 10 contract long rur growth of an eConomy.
- They rather emphasize upon productive capacity of an econamy which crucialiy depends
L upon manufacturing. Contrarily, the Struciurafists view services sector as & catalyst for
| gtructural change in an economy. Basing their argumeit on Potty's law, they view growth
| in servicos as a cause of change in aconomic structure which inter alia cemands and
! supply side factors will make contracting out services mora efficient than producing them
. through manufacturing. The underlying softwars tor the said change is both speciaiization
and diversification it an sconomy (Banga. 2005). tn case of Pakistan, the Figure 1.5A
depicts that both GDP and services sectar have opposite growtn trends. Hence depicting
that growth in services sector is neither necessary nor sufficient for averall economic
i growth. Such a non responsive natute oF corvices sector 10 @CONCMIC growth unieashes
. some critical structural probiems within the services sactor of Pakistan.

Trends in Servies Sector and GDF Growth
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i The experiences of emerging economies of SEANS, shown in the Figure 1.56, depicts that
the growtn in their respective services sectors was equaily matched by a constant increase
in services sector empicyment. Contrarity, Pakistan’s services sector growth on the one
- hand has “failed to generate empioymeant during #e last two decades and increase
¢ productivity of the employed labor force on the other. The stagnation may be due to either
* high growth in iabor force or increase in disguised unemployment in he commaodity
¢ producing sector of the sconomy. Al in all, the country’'s servicas secter though has
' expanded in guantum terms yet remains cuffed with tow productivity and incapacily to
. ampioy the unemployed labor force.

Fig: 1.3A Employment of tmployability in services Sector-Are There some
potential gaps to fill in?
Enploviment in Sorvices Seclor
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Savings anid Investmetit

The investment is targeted to improve trom current level of 12.5% of GDP to 13.1%.
Both public and private investment is likely fo contribute in this improvement. Fixed
investment will inch up from 10.9% to 11.5% ot GDP. Foreign direct invesiment (FDIi)
has decreesed substantally during the iast four years. The peculiar security
environment was impeding factor. With gradual improvement in the securily
envirchment, the FDI wilt improve. The current dewnslide is likely {o stop in the short-
run. The domestic entrepreneurship and innovation are important pillars of Framework
tor Economic Growth (FEG) and they are likely to boost private investment in the

country. With gradual minimization of role of the government, more room will be
avaias “‘“ inr thg private sector under FRG. Inadequacy of national savings fo finance

investrment has always paved the way to borrow foreigners’ savings. National savings
are likely to improve slightly from 10.8% of GDP in 2011-12 10 11.2% in 2012-13. The
widening external imbalances however, will advarsely atfect savings.

1.5 Way Forward

Despite respectable growlh in services sector over the years, it has neither been able
to engender sufficient productivity growth nor fo generale employment in the economy
(Box 1.5). Resultantly, the growth trajectory in GDP appears to be nonresponsive to
positive growth in services in Pakistan. Still the realization of next year's growth target,
4.6%, in services stands crucial for achieving growth targets in the commodity
producing sector of the economy (4% both in agriculture and industrial).

~Table 1. 4 Prospectwe and Growth Targets in Services Sector

i

(Sector S 20 12 (Target) : 2011- 12(9) {219;?9;3
khé}-j‘iGDP T 42 o 37 7 7 4 3
L. Agnculture Sectorni*i 34 3.1 7 41 h
:'“ Industrial Séétor . - 31 o l 34 o . 4 0 .
rv-k Services Sector _5_0 _ 40 e 46“
] * '(I;?nr;?ort Storage & A5 : 13 55
.« Wholesal: 8 Refail Trade . 50 36 41
| loi _Finance & & insurance : 02 7 3 6.5 - 45
.+ OwnershpaDwelings - 85 . 36 035
e+ Pubiic Admn. & Defence .~ 60 28 55
. CommL.nzty S&p Serv:ces 5 7.0 \ 68 68 '

Higher growth in puiziic administration and defense 5.5%, s expacted on the pretext of
increased of higher salary and pensions by the public sector employees. Furthermore,
the consistently precarious security situation and cuts on US military aid will put extra
burden on pubiic exchequer to finance War on Terror through domestic sources,
hence causing a rice in defense expenditures (Table 1.4).

Again the recent trend in financial sector growth is expected to subside next year
assuming: i} governmant wiil expand its tax net by making services sector (the largest
contributor to GDP) iaxable by having say services’ profits like inter-city transport, real
estate and lawyers, doctors incornes tax, i) borrowing from the privaie sector and
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domestic Fls will be curtailed to help augment private sector capital accumulation in
the economy.

in view of expansionary fiscal stance by the government in election year 2012-13, it is
estimated that national government development spending will increase by 16.4%.
This is likely to have a positive impact on the next year's targsted growth of 4.6% in
services sector. It the sector remains concentrated largely to wholesale cum retail
trade, community services and transport and communication, the government has to
finance its deficit targely through private savings pooled in national savings schemes.
Resultantly, less wilt be available with the national saving tor banking sector private
credit and hence investment in Pakistan i¢ likely to suffer.

To get a net gain out of this paradox, the current plan juxtaposes more realistic growth
targets with some urgent structural interventions during the next year 2012-13. In
current scenario, the targeted growth of 4.6% in services sector is quite contingent to
performance in other sectore of the economy, which in tumn crucially depends upon the
prospective energy supply and credit to the private sector. However, by revamping the
financial and insurance services, generating alternate income sources such as
progressive taxation, making PSEs like Railways and PIA competitive and producing
tradable services sector output through specialization and diversification, the
government can reduce the vulnerability of services sector to the shocks in commodity
praducing sector of the economy and achieve next year growth targets in the services.

To account for diminishing returns and low employment in the services sector,
institutions like NEVTEC should focus on targeting both the employed and employable
labor force in the services sector and equip them with necessary trainings and skills.
On broader front, liberalizing labor market seems as important as it is for the goods
market. The labor markets in emerging economies like China, Singapore and Malaysia
must be explored to export need based and skilled fabor force abroad.

Again, while treading the development paths of emerging economies like India,
sectoral share of finance and insurance in the services will have 1o be increased.
Lowering interest spread and revitalizing their role as institutions responsible tor
providing development finance are needs of the hour.
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. Annexure:1.1

Gross Domestic Product
- {1999-2000 Prices)

: I. Commodity Sectors 2,712 2,803 | 2,801 2,91 3.2 3.3 3.9
A} Agriculture 1,231 | 1,258 | 1,262 | 1,321 | 34 | 31 40
'_MEJdeps 302 388 | 405 | 420 30 | 32 | 38 |
. Minor Crops. o 130 135 | 128 134 20 | 13| 45
! Livestock 672 698 | 700 729 40 | 4.0 4.2
Fishery 22 22 22 23 20 | 18 2.0
 Forestry 14 14 14 15 10 | 09 2.0
'B) Industry 1481 | 1545 | 1531 | 1500 | 31 | 3.4 | 38 |
- Mining & Quarrying 130 | 142 | 145 149 10 | 44 30
; Manufacturing (1+11-+180) 1,086 i125 | 1,124 1,170 3.1 3.6 4.1 :
i) Large-Scale Manufacturing 705 | 719 . 718 | 736 20 | 18 | 25
i) Small & Household 298 321 | 321 345 75 | 75 7.5
_ii)Others* T e 85 | 86 90 40 145 | a5 |
Constructlon 122 150 | 130 136 2.5 6.5 4.5 i
_ Electricity, Gas & Water Suppiy 134 | 128 | 132 135 1.0 16 | 22
Il) Services 3,103 3,257 | 3,228 3,377 5.0 4.0 4.6
 Jansport, Slorage & - 574 60s ' 581 | 59 a5 |13 25
" Wholesale & Retaif Trade . 997 | 1,051 | 1,032 | 1,075 | 50 | 36 4.1
. Finance and Insurance 271 261 289 : 302 0.2 6.5 4.5m
" Ownership of Dwellings | 159 | 164 | 164 170 | 35 | 35 | 35
| Poblic Adminlstration & 389 409 | 399 | 42t 60 | 26 55
. Sovial, Communtty & Personal B 765 1\ 762 | 814 70 68 | 68 |
_GDP(fc) | 5815 | 6060 602 | 6288 | 42 | 37 | 48 |

‘cavers s!aughtermg of animals in accordance with !slamlc Sharia Zablha)

Source PBS & Planning & Development Division
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Annexure:1.2

WMiacrosconomic Evamework
{Current Market Prices}
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Pakistan is *acing a siiuation of low growth over few years. . The emergence of new
iechnology {internst, mobile) and financial sector exuberance temporarily provided
upmod”s of nigher growtn in mid-2000. Barring this brief interval, the growth rate
remained gensrally lower than potential for almost two dacades now. The experience
of anf Asian economies {lustrates thal the export has the potential to serve as an
engine of growih ang take the eoonnmy o higher growth (rajectory. Accordingly, a
strategy wihich improves productivily, competitiveness and promotes sxporis breaks
the syndrome of low growth.

21 Strategy

The trade strategy is guidea by the Framework for Economic Growth and the proposed
Strategic Trade Folicy Franiework 2012-15 (Box 2.1, Ceniral 1o achieving the
objective of export competitiveness is the role of the private sector, However,
inconsisiency of policies risk of investmant and shor term planning horzon lead o
sub-optimai aliocation of rezsources. To encourage the private sacior io expor,
onsistancy and cominuity of supporiive policy tramews K s required. Intemally, two
major challzngss faced by the couniry are shortage of energy and security-reiated
fasues. Whersas, the former will iake some tbne to fill the gap in energy supply and
demand, the latter shouid be tackled on priotity basis so that the expori industry does

not suifer much and stays competitive internationally.

Fakistan is a member of two regional groupings: South Asian Association for Regional
Cooparalion (SAARC) and Economic Cooperation Organization (ECC) but has not
hean successiul in promoting the intra-regional trade significantly. Poiliticai differences,
faiture to develop infrastructure and protocols for laige scale overland trade and
similariies in the irade pattern of the member states, together with absence of
camparalive advaniage in the capital infensive and high value added products (that
are normally imported in the region) are some of the reasons for this lack of suscess
-

in the regional context, Fakisian's expoits to neighbors accounts for only 17% and this
needs 0 be expanded through regional trade agreaments and identilying prospective
areas of coopsration {Box 2.2). Tha potentidl of FTAs is also not fully exploited and
special access arangements (GSP plus wilh EU and Bilateral investmant Treaty with
WS) 2redong overdue The need is to ideniify right pariners (o enler inio FTA instead of
induiging into dia !oguo with many counines. An encouraging developmant in this
ragarc is the Currency Swap Arrangements (CSA) that Pakistan has entered into with
Peoples Republic of China and Tukey. The obijeciive of these swaps is to promote the
use of regional currencias for trade setilement purposes and specifically in the case of
China; ana enhance ine role of the Chinese Yuan iy internalicnal trade and
investmeant,

Trade with india should flourish sincs there are several advantages of normalizing
irade balween the two Co»_;ntneo. To begin with, the advantage of geographical
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proximity — cheaper transportation costs and trade complementarily in goods in which
gither country has a comparative advantage are overwhelming. The shorter distances
will render it unnecessary for industry to carry high levels of inventories of raw
material, intermediate goods and parts, thereby reducing cost of operations and the
country’s overall trade deficit while also improving aliocation of scarce resources.

(Box 2.2).

Box: 2.1 Drait Strategic Trade Pelicy Framework 2012-15

Salient Features o Strategic Trade Policy Framework (STPF) are:

. Process of trade policy formulation, implementation and post implementation audit
and evaluation has been streamiined. Ministry of Commerce (MoC) will align trade
policy with development policies of the Government and Pakistan’s Framework for
Economic Growth

« Export performance during the period 2000-12 was better than expected despite
global recession, energy shortages and security concems. The target of 23.5
Billion US Dollars set for June a0 2012 was surpassed a complete year in
advance

. STPF is an outward 1ooking policy framework that put emphasis on increasing
exports to reduce trade deficit than on reducing imports. The gverall obiective of
the STPF is to achieve expont led sustainable high economic growth by engaging
industry, civil society and donors and necessary policy intervention

. STPF aims to reduce twin problems of uncerainty of policy and regulatory rigidity

« STPF place special smphasis on increasing the volume of regional trade. Trade
normalization process with India is the most important step taken py the Ministry of
Commerce which will open large market for Pakistani goods and
services. Moreover, increase in imports from India will reduce cost of our Industrial
production and it will also be beneficial to domestic consumer

. MoC is planning to introduce “Principies of Protection Policy” in STPF 1o provide
guiding principles to protect certain industries. This will ensure the right balance

Hetween protection and competition for the industry

. STPF aims at facilitating the business community in every possible way. In this
regard, MoC have completed an in-house review of regulatory framework on
international trade i-e Import policy order and export policy order with a view to
introduce regulatory reforms that reduce cost of doing pusiness. Regulations will
amended/reformed in consultations  with relevant stakeholders to ease the
regulatory burden

Source: Ministry of Gommerce
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Box: 2.2 Regionai Cooperation

+ The government has declared 2012 as the Year of Hegional Cooperation and
Economic Activity. in this back drop, the Planning Commission in collaboration with .
World Bank and the Department for International Development UK has proposed to
hold 2 Conference on “Regional Conference on Economic Cooperation and Trade”
during the last quarter of 2012, The Conference will () buid on the current |
momentum for greater regiona! trade, {ii) examine opportunities io take full advantage
of emerging economic cooperation, (iii) address three overarching chakenges in
butiding greater regional trade: {a) Creating regional markets by removing barriers to
trade in goods and services (b) enhancing connectivity between people and *
economic sector (¢} opening access ta finance as means to expand opportunities for
cross-border investment and financial risk mitigation. The Conference is expected to
help buiid the knowledge and analytical base for these efforts

L T T I LTI e T Y e T

R

«  The focus countries for this Conference are regional partners that share a border with
or have recently announced the intention to sighing a free trade commiiment with
Pakistan. This includes: Afghanistan, China, India, iran, and Turkey

«  Other developments that could enhance trade with Pakistan’s neighbors include, i) :
' Progress in structuring commercial arrangemenis i underpin the proposed TAP| gas
pipeline between Turkmenistan, Afghanistan, Fakistan, and India. if) High-level |
: commitment la develop the Central Asia-South Asia Regional Elzctricity Market, :
t including the CASA-1000 regional fransmission line between Afghanistan, Pakistan
; Kyrgyz Republic and Tajikistan; iif) The signing of the Afghanistan-Pakistan Trade
and Transit Agreement, iv) The completion of the development of Gwadar Port by ;
China, and its commercial operation by a leading port aperator from Singapore (PSE
international)

e ot iy -

e Ly

T R T pai ¥ E AP AR ZTETERS A, « 2 R TR AT

Macroeconomic stability and supportive fiscal, monetary and exchange rate policies
provide impetus to trade. The on-going tariff rationalization drive will eliminate many
distortions hampering trade and production. industrial policy framework may be made
more realistic and supportive to industrial develepment.

On the import side balance of payments position can be improved through demand
management and cutting the imports of luxury items in the short run. tn addition, this
can be done by entering into agreements with friendly countries by trading in local
currencies and barter trade. In the long run trade deficits can be reduced through
bringing down heavy dependence on imported oil for power generation. This can be
done by diverting to alternate sources of power generation.

The current account will be driven by the workers' remittances which have shown
remarkable strength. The flow of remittances has been improving over the last few
years and has remained a consistent source of inflows to the country. However, it
would be unrealistic to solely depend on this source of financing external account. For
this purpose, we are to enhance non- debt crealing inflows that are stable, sustainable
and have positive impact on economic growth.
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2.2 Review of 2011-12

The Annual Pian 5011-12 was prepared in the backdrop of energy and power
shortages coupled with weak law & order situation and global uncertainty. Export
farget was, therefore, set at § 25.8 biltion for 2011-12 as compared to US% 25.3 hiilien
recorded during 2010-11, depicting an increase of about 2.0%. The current account
deficit was targeted to be 0.6% of GDP in 2011-12, against current surplus of 0.1% of
GDP actually recorded in 2010-11 (Annexure 2.3).

Pakistan's external sector showed strength in the previous year but could not maintain
i in the current financiai year. External account during July-March of 12 remained in
deticit 1o the lune of § 2.6 billion as compared to a suiplus of § 1.8 billion recoraed
during the same period of previous year. Deterioration in the country’s external
accounis largely owes to higher trade deficit, that widened by 42.4%. The increase in
the services account deficit also contributed to the deteriorated current account
balance.

The most encouraging development during Jul-March of 2011-12 was 21.5% growth in
remittances that reached 10 a level of $ 9.7 billion as compared to about $ 8 billion
recorded during the corresponding period of last year. The growth in remittances is the
result of Pakistan Remiltance Initiative {PRI) jointly launched by State Bank of

Pakistan, Ministry of Finance and Ministry of Overseas Pakistanis. However, it would
be unrealistic to solely depend on this source of financing external account.

With a gradualty rising current account deficit and consistently declining foreign
inflows, the SBP foreign exchange reserves are on declining path. Total liquid foreign
exchange reserves stood at % 16.5 hillion as on g™ April 2012. The decline in reserves
was primarily because of scheduled repayments to International Monetary Fund (IMF),
decline in external official inflows and decline in foreign direct investment because of
power shortages and deteriorating faw and order situation. These developments
exarted downward pressure on rupee strength. Consequently, the Rupee during Jul-
Mar 2012 depreciated by 3.0% as compared to 2.4% in the same period of previous
year, The average exchange rate for the month of March 2012 was Rs 90.71/%.

Balance of Trade: Trade defict in the Annual Plan 2011-12 was targeted at $ 12.2
biliion (5.2% of GDP). Due to higher growth in imports as compared to exports, trade
deficit widened by 42.4% during the first nine months of 2011-12 and touched the level
of $ 11.6 biflion (Annexure 2.3). This deterioration in trade account is mainly due to an
increase of $ 3.9 billion in the imports payment which more than ofiset the impact of
rise of about $ 431 million in the exports earning. Trade deficit remained 6.4% of GDP
during Juty-March 2012.

Exports: Exports during July-March of 2011-12 stood at $ 18.3 billion against $ 17.9
Lillion in the corresponding period of previous year showing an increase of 2.4%.
Componerit-wise analysis of export items during July-March of 2011-12 shows positive
growth in other manufactures group and all oiher items groups while other groups
have depicted a negative growth. The available data of about 76.3% of total export
iterns, on both volume and prices, shows a negative growth of 9.7%.1f this trend in
exports continues, largets of Annual Pian 5011-12 are likely to be missed. . Exports
(fob) for the full year of 2011-12 are estimated to be around $ 24.8 biliion against the
Annual Plan target of $ 25.8 billion (Annexure 2.1). The weak performance of exports
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may be attributed to the following factors:

« High export base of the previous year as a resuit of high export receipts due to
export prices. The windfall gains to export receipts due to abnormally high
cotton prices in 11 have dissipated faster than anticipated

e Instable law and order situation, energy shortages and increase in the cost of
doing business in the country

+ Crises in the Euro zone and stiff competition in textile products from China,
india and Bangladesh in the international market

« india has allowed the export of Basmati rice after 4 years that has augmented
the world supply. india is offering non-basmaii rice at inuch iower price due 1o

both large carryover stocks and recent depreciation of the Indian currency

To increase exports, improvement in quality of export products, product and market
diversification, exploring untapped markets, promoting local R&D and ensuring
uninterrupted supply of energy are required. At the moment if we look into annualized
exports (by adding expoits of past 12 months &l respective month, the exporis
potential has declined since August 2011. This is partially because of weaker demand
in export destinations like EU and partly because of supply side disruptions Figure 2.1:

Fig-2.1: Annualized Exports

DT} o o R i s

$ Million
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; Annuajized by adding monthly exportsof preceding 2-months

Imports: Imports during July-March 2011-12 increased by 14.9% to § 29.9 billion over
the corresponding period of previous year i.e. $ 26 bilion. Group-wise analysis of
imports during July-March 2011-12 showed that all import groups indicated positive
growth except food, transport and textile groups, which have witnessed negative
growth rates.

Imports bill surged mainly on account of higher prices of import of crude and edible oil.
The rise in international oil prices severely impacted the import bill of the country. Price
of Brent crude had aimost touched $ 125 a barrel due to tensions in the Middle East
and fell only recently eased below $100 a barrel. It is estimated that imports (fob) for
2011-12 will be about $ 40.2 billion compared to the Annual Plan target of § 38.0
billion (Annexure 2.2).
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workers’ Remittances: Workers® remittances have continuously witnessed an
increasing trend during the last few years. Remittances during July-March of 2011-12
reached a level of § 8.7 billion as against $ 8 billion in the corresponding period of
previous year (Annexure 2.3), registering an increase of 21.4%. Monthly average
remittances during this period stood at $ 1,081 million as compared to $ 890 million
during the same period of previous year. Keeping this trend in view, remittances are
gxpected to surpass the annual plan targets of $ 12.0 bifion and will be around $13
bilkon. Remittances have shown an upward trend due to various factors, particularly
the measures faken under the Pakistan Remittance Initiative (PRI) leading 1o
increased inflow through official channels. Increasing trend of worker's remittance is

reflected in Figure 2.2.

S [ — S —
» Fig 2.2: Flow of Remittances ;
B 1200710877
| B |
.
- |
Z
% |
i * July-April Source: SBP 4_;

Current Account Balance: The current account deficit was targeted at § 1.4 billion
(0.6% of GDP) in the Annual Plan 2011-12 as against a surplus of $ 214 million
(0.1% of GDP) recorded in 2010-11 {(Annexure 2.3). This was largely based on the
assumption of higher level of workers’ remittances. With estimated trade deficit at
$ 15.3 billian and remittances of $ 13.2 biltion, the current account for 2011-12 is
estimated to be in deficit by $ 4.0 billion against & surplus of $ 0.2 billion recorded

during 2010-11.

Capital Account: Gross aid disbursements during 2011-12 are expected to decrease
marginally to $§ 2.3 pilion as compared to $ 2.4 pillion recorded previous year.
(Annexure 2.3)

Overall Balance: The overall palance is likely to be in deficit by $ 2.6 billion in
2011-12 compared io a surplus of $ 2.5 biltion recorded in 2010-11 (Annexure 2.3).

2.3 Outiook for 2012-13

The Annual Plan 2012-13 aims at maintaining a sustainable balance of payments
position 10 ensure macroeconomic stability. Pakistan has a high degree of dependence
on ail imports, essential industrial raw materiais & machinery and equipment. To meet
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the requirements without excessive reliance on external borrowing needs a robust
export growth strategy. The current account balance would also need to be improved
by attracting privale transfers, aspecially workers’ remittances. The capital account
would be strengthened by attracting various sources of financing with greater recourse
to non-debt creating, stable and sustainable sources of financing such as foreign direct
investment.

Trade Account: On account of the energy shortages and security situation, exports
(fob) for 2012-13 are projected to grow by 4% to $ 25.8 billion from $ 24.8 billion
estimated for 2011-12. imports during 2012-13 are projected to increase by 6.8% to
$ 42.9 billion from $ 40.2 billion estimated for 2011-12. Hence, the trade account is
projected to be in deficit by $ 17.1 billion in 2012-13 (Annex: 2.3).

Current Account Balance: The current account is targeted to be in deficit by $§ 4.8
billion in 2012-13 (1.9% of GDP) as against a deficit of § 4.0 billion (1.7% of GDP)
estimated for 2011-12 (Annex: 2.3).

Capita! Account: Gross aid disbursements during 2012-13 are expected to remain at
the levei of $ 2.7 billion against $ 2.3 billion estimated for 2011-12.

Overall Balance: Balance of payments will remain under pressure due to externai
debt repayments including repayments to IMF, declining trend of export quantum,
rising international oil prices and weak financial inflows. Allowing for other capital
infiows, the overall balance is likely to be in deficit by $ 1.7 billion in 2012-13 compared
to an estimated deficit of $ 2.6 billion in 2011-12. Details are given in (Annexure 2.3),
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Fiscal and Monetary Development

Pakistan is striving hard to achieve macroeconomic stability in the face of bourgeoning
pressure on public finance. The structural problems are: low tax-GDP ratio, increasing
recurrent expenditures due to higher untargeted subsidies and inadeqguate monitoring
and evaluation of development expenditures. Moreover, financing of fiscal deficit
through bank borrowing has been an area of concern in view of drying-up foreign
sources and low domestic savings. Framework for Economic Growth envisages
attaining fiscal discipline through broadening the tax net, enhancing the tax
compliance, improving the service delivery, minimizing the untargeted subsidies,
restructuring of Public Sector Enterprises (PSEs) and result based management of
development expenditure. In order to curtait the inflationary pressures and to lay down
foundation for sustained economic growth driven by prudent fiscal policy and
adherence to recently enacted Amendments in SBP Act 2012.

31 Review of 2011-12

The Budget 2011-12 envisaged a fiscal policy focusing on spurfing economic growth
and containing the double digit inflation. However, likely slippages on revenue
particularly on part of non-tax revenues and higher than the targeted expenditure on
subsidies affected the government's efforts to contain the fiscai deficit at the revised
targeted level. Furthermore, lesser foreign inflows to finance the fiscal deficit resulted
in resorting to bank borrowing both from SBP and scheduled banks. Rising bank
borrowing and weaker external account restrained the SBP to further reduce the
discount rate since November 2011.

During 2011-12, in view of slowdown in inflation, SBP reduced the policy rate for
revival of private sector investment. SBP reduced its policy rate by 200 basis points
{bps) from 14 to 12% in first half of FY 2012 (a reduction of 50 bps in July 2011 and
150 bps in October 2011). Thereafter, on account of difficulties in external accounts,
higher government borrowing and persistence core-inflation, SBP kept its policy rate
unchanged at 12%.

3.1.1 Fiscal Developments

Various measures were taken in Budget 2011-12 to boost economic activities and
achieve fiscal consolidation. The fiscal policy aimed at expanding the resource
envelope by lapping tax buoyancy {avoidance of tax evasion and broadening of tax
net) and by containing the current expenditure. The current expenditure was budgeted
at 14.1% of GDP as compared to 16.1% of GDP during last year. In order to provide
relief to the general public, government brought down the GST rate from 17 to 16%,
abolished special excise duties, reduced federal excises on certain items, abolished
regulatory duties on 392 items out of the total 397 items. The revenue foregone on this
front has been targeted to be compensated through broadening the tax base and
improving tax compliance. The trends in consolidated expenditure, revenue and fiscal
deficit as % of GDP during 2007-08 to 2011-12 (BE) are given in Figure 3.1.
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Figure 3.1 Trends in Consolidated Expenditure, Revenue and Fiscal Deficit

Trends in Expenditure. Revenueg and Fiscal Deficit
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Review of Fiscal Developments July-March 201 1-12

The fiscal position during July-March 2011-12 shows that total revenue amounted to
Rs 1,740 biliion {tax revenue Rs 1,372 billion and non tax revenue Rs 368 billion),
whereas, expenditures turned out to be Rs 2 634 bilfion. On the expenditure side,
stringent expenditure controts worked effectively. However, some slippages wefe
witnessed on account of subsidies. The sscal deficit has reached Rs 895 hillion, 4.3%
of GDP after excluding ona-off debt consotidation worth Rs 391 billion ar 1.9% of GDP.
gased on the past trends of fiscal indicators i 4" quarter during the last four years
(2008-2011), it is expected that fiscal deficit may miss the revised target of 4.7% of
GDP. During the last four years (2008-2011) fiscal deficit on average during the 4
quarter remained at 2.2% of GDP. It is therefore logically safe to assume that fiscal
deficit will turn out to be around 6% of GDP owing to lower revenues on account of
less tax collection particularly on PDL and meagerl collection under defense and non-
realization of 3-G licenses. Furthermore, total expenditure is assumed to be at
hudgeted leve! except subsidies.

FBR Tax Collection Performance July-April 2011-12

EBR tax collection during July-April 2011 .12 stood at Rs 1,426 biliion, 24% higher than
the Rs 1,149.8 billion collections in the same period of last year. This constitites 73%
of full year target of Rs 1,952.3 billion for 201 1-12. Details are given in Table 3.1

Table 3.1: FBR Tax Collection

_ Rs Biliion
_ Revenue He_'acul_‘:_'_f _Target "} o - .| % of Full Year |
o Tho | 2019412 [Tp010-11 [ 2011:12 | % Growth Target

- Direct Taxes 744 4313 | 5289 | 228 R ]
897 |

| » indirect Taxes m 719 | 248 _ 74.2 |
837 475.0 635.1 | 337 75.9 i
L

joV]
o
[}
.

o STon lmport , 47.6 - *
m- 284.7 19.8 -]
166 1022 | 956 | 65 57.6

_ Customs Duty 206 141.4 1665 | 177 | 808 |
Total Taxes 19523 | 1.149.8 | 1,426.0 200 | 730 |

Source: Federal Board of Revenue
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Sales tax grew by 33.7%, mainly based on 47 6% increase in sales tax at import
stage. An analysis of imports of selected items during July-April 201112 reveals that

growth in import related taxes (s mainly driven by the greater increase in their prices as
compared to increase in quantity.

In view of the current progress, the total FBR tax coliaction after showing a growth of
24% is likely to stand around Rs 1,821 bilion by the end year cf 2011-12, thus
recording a shortfall of 1.6% of the target of Rs 1,952.3 billion.

The higher fiscal deficit is adding to public debt and pre-empiing a major chunk of
revenues to service it. Box 3.1 shows that public debt 1o GDP ratic is hovering around
60% but public debi io revenues atio is On the rise which is & major concern for its
sustainability. Moreover, fluctuations in externai debt and liabilities servicing (EDL) to
foreign exchange eamings (FEE) reflect vulneranilities in the external sector.

- = e s e Rt TATE ST 4 mim L AN X T S

“Box:31 Debt Sustainability

Public debt is on the rise owing to fiscal and extarnal imbalances. Debt is not considered a
bad thing as long as it is being utilized for productive sectors improving social conditions and
providing critical infrastructure. Such kind of debt in fact increases the growth capacity and
enhances revenue generation ability of the econamy.
«  The level of deht hinges on debt servicing capacity of the econorty such as revenues |
and foreign exchange earnings (export earnings). tn order to, sustain the debt in long :
term, primary baiance shoud be brought to zero or surplus i.e. government must :
collect revenues o meet at least its non-interest expenditure. External debt
sustainabiiity is linicad with fareign exchange sarmings capacity of the economy. Debt ;
sustainability indicators are given in the Table 3.1.A ]

Table 3.1.4& Dabt Sustainabiiity

Tndicator i 3007 20081 2008 | 2010 2011 |
_Public Debt/GDP 5541 59.0 ! 60.0 1 601! 593

Tl 3700, 4031 41211 420 4743

. 338, _ 372 466 4041 377,

L ‘o281, 2831 324 . 315! 285

| EDL Servicing/FEE | 260 117. 1801 165! 11.4]
EDL=External debt and liabililies FEE= Foreign Exchange Earnings
Source:- Deht Policy Statement 201 1-12 i

Public Debt/Revenue ___
Debt Service/Revenue
EDLWGDP_

In the last faur years, Public Debt-to-GUDH ratio is hovering around 60% while public debt to ;
revenue ratio is consistently rising and sitood at 474% in 2011, To make public debt®
sustainable government needs ta contain primary deficit (it stood at 1.9% of GDP per annum
during 2008-11) through enhancing revenues & rationalizatian of current expenditure
particularly untargeted subsidies and io improve the external debt sustainability, foreign !
exchange eamings neads 1o be enhanced ihrough focusing on exports, workers' remittances !
and altracting foreign investment.

A DT Y T ML S NPT LR LT TR T L T 2 SR S T R TE T N TR

3.2 Monetary Policy

SBP in its Monetary Policy Statement July 2011 projected M2 to grow by 15.5%
during 2011- 2012. On account of developments in external account resulted into
contraction of NFA, SBP revised the projection of Mz growth falling in the range of
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101985, SBP reduced its policy rate by 20C nasis points (bps) from 14 to 12% in first

nalf of 2012: & reduction of 50 bps in July 2011 and 150 bps in Ogtober 2011, Box 3.2
desaribes ihe reforms/initiatives undertaken during 2011-12 to enhance autonomy of

{ary policy and encowags orivate savings.

)

SEP inmpsmenting mol

Rox 3.2: Monetary Policy Retorms

“The following reforms have heern iniiaied tn enhance the effectiveness of
f monatary policy

- ir order fo ensure auionomy OF SBP. Patiament has enacied ihe Siate
Bank of Fakistan {Amendment} Act (2012), the salient reforms are given

Y=Y In A
DCIOVY.

Sy AR s T AT 2T AT R

- In accordance with 0 inmerad 30 Saection in ihe above said
Act, limitetion on  Faderal Govarnment borrowing  has  been

impased. Ascording 10 which Faderal Government borrowing from
Sill such that at the 2nd of sach quarter they shall be brought

- o zero barring ways and means imil that shafl be determined

by the Central Bank from fime 1¢ ftme

e debt of the federal government owsd to 5BP a8 on 30" April

2011, shall be retived not iater than eight years from that date

— If any of the provisions of the sub-sections (1} and (2} are not
ohserved by the Federal Governmant, the Finance Minister shall
place before the parliament giving detailed justification for sal

i

T B M
2
=
—

o puge ST B R AT W P T R e LT

failure !
¢

e According to SBF (Amendmentt Aot (20173, Section 468 has been !
smended by asdition of sum-esction ¢ thet described The Bank, the :
members of Central Bank ot the gai of the Bank shall not taks instructions ¢
from any othar peiscn of entity, inciuding government of quasi-gavernment ¢
entities. The autoncmy of the Bank shall be respscted at all imes and no
person of enlity shall seek to influence the membars of the Ceantral Board
and Members of Monetary Fo Semmittes or the staff of the Bank in the
performance of their tunctions ~r interfere in the activiies of the Bank. £

e State of Pakistan in its Monetary Folicy Statement announced on 13" Al |

rate wherein banks are required o

r 2012, increased the minimum
‘ i0 apoourage small savers and o

pay & (ninimurn profit rate of G

g
nnprove the savings-investment /@ nomy.
«  Amendments in the Banking Comg 2 (BCOY

« fiationalization of S8P refinancas faci

During Juty-April 2016-11, W2 expanded by Be 547 piflion s sowing a growth of 8.2%
against an expansion of Bs 569 bilion, an increasa of 9.3% during the corresponding
period of previous year. Net Foreign Assels (NFA) contracted by 31.5% during this
period. However, Net Domastic Assets {NDA} of the Banking Sector has contributed to
the expansion in M2 which grew by 13.4%. NFA thus damipened the impadl of higher
increase in monay supply through NDA, Profite of Monetary Assets for the period
under review is giver in Table 3.2 and Figuie 3.2.
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D prodsional si July to 27-Api-i2 ® Actual st July to 3C-Apr-11

Financial inclusion is important in providing credit at market rate to alleviate poverty
instead of exorbitant ratss cherged by fhe informal sector. Box 3.3 gives the financial
inclusion in Fakistan.

L g T T S o AR T AL T 8 T

izl inelusion in Pakistan

=

: in Pakistan, 50.5% of Palkisianis 21 using financial services from both formal and
non-formal sources witle iry India, this figure is 482, Following are the observations of the
i study titled “Bringing finance 10 Eajistan’s poor” which 13 carried out by World Bank in
¢ Pakistan.

TR IR T

£

., but only 8% enirust their money to formal financiat §

b
I’
iy

o Over half of the populatio
instutions.

o Oiye-third of the population horraws, but only 3% use farmal financiat institutions 10 do

: 80 :

: .  Microfinance has grown al 407 nercent per year since 1999 - yet microfinance
accass extends 1o onty 1.7 ITHIOT A0t of an aduli population of about 80 million

. infernational remitianoes Dave growa at 29% since 2001 - yet oniy 2.3% of Pakistanis
sand or raceive remitiances

o  agricutural disbursament grew by 44 percent in Z003-07 - yet iurai credit demand §
csmains unmet, thea financisi sysiem reaches only 15% of farmetrs

. Life insurance is e most used insurance product, and demand is high for crop

insurance procucts - yat only 1.3 parcant is insured

Source: Rringing Finance 10 sakisian's Poor, (Wortd Bank 2008}

s emm T DT SR RIS T R O T e

3.3 Inslation

CP! inflation for 261 1-42 has been ergeled at 12%. During Juiy-April 201 1-12, it has
registered an increass of 10.8% against an increase of 13.8% during July-April

2010-11. The WPl and SFi recoraed an increase of 11.2% and 6.7% respectively

Annual Pian £012-12 o . 24
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during July-April 2Gi 112 against 21.0% and 17.2% during the coresponding peviod of
previous year. Table 3.3 and Figure 3.3 highlight the detaiis,

Tabie 3.3: Changes in Price Indices (Base year 2007050
SR v N

cPL

i -Food

i =Non-foed
- Core

WPI i .

Spl ) 2.6 . 1

L e o

Source: Pakistan Bureau of Statistics (PBS)

Overéll GHA

Lolat]

CPI inflation has started resurging in the second nalf of 2211-12 20 account of
increase in energy prices, rupee depreciation, higher goveinmen borrowing for
budgetary support from banking sector and low base effect. [n Axii 2012, MoM
inflation increased by 1.8 percentage poinis over March 2012 ang YooY inflation
decreased by 1.2 percentage point from 12.5% i Apdil 2071 to 11.3% i April 2012,
Factors contributing towards increasing inilationary frand ave: spuit i prices of
commodities specially of crude oil and palm oil ir international markel, rupee
depreciation against US $, higher government borrowing (Hs 1012 hiition during July-
April 2011-12) from banking sector for budgetary suppert and high lcuicity injection by
SBP in money market. In view of the current devalopments, it is sonciuded that CPi
inflation for the current financial year is likely to be arounc 11%.

3.4 Capital Market

Stock Market demonstrated fluctuations during the period from July 2011 to December
2011, however, the KSE — 100 index resumed momentuim during the 3" quarter. The
uneven movement of stock market statistics was conseguent to various chalienges
faced by the country inciuding uncertainty due to worsening law and oider situation as
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- f listed companies i due to non-
: Siock Exchange and winding up orders
 insex showed a rising frend in the 3"
Finance Minister's approval to SECP's
g other ciaiises will allow investors
eciaring the source of income titl 2014.
at 12 900 points registering a growth of
inciay atood atf 12,496 points. it touched
2012 and lowest level of 10,842.26
s ivesinient ny foraign inveslors in the capital markets
i b 201 depicted a net outfiow of $141.270

-« zre ghen in Table 3.4 and Figure 3.4.
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Figure 3.4 KSE-100 Index {Points}
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Tabie 5 4 KEE1GD 1

Mhomth |

s iR kS R - e T T T — T L
iy Adg Sep ol Mov Dec Jan Feb Mar April
Month End

- B

Kistan (SECP)

|
|

Fep | inzie 1
| wﬂ/{ﬁ_ﬁ_ RIS
L April 1o 058 13,600

Souroe: Secuiities & Fxohangs Coty

aiization was Fie. 59,4 Dilllor @8 of April 30, 2012 as compared to Rs

3289 hiion at the end of 1he vear 2010-11, recording a growth of 8.7%. Month-end
s in markot capifalization are givenin Tahble 3.5 and Figure 3.5.

ST T e p———— s S — S —————
ritalizalion | ) -
i “igure 5.5 Market Capitalization (Rs Billion)

R I P F\r{zj
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S —

|
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Month End

___‘.. =
<
o (

L Aprdt 1 8206 | 9sff T T
Source: Securities and Erchange Fammission of Pakistan (SECP)
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3.4.1  Coapital darket Reforms introduced the 2011-12

During the period under review, the Securities and Exchange Commission of Pakistan
(SECP) corlinued with its reform agenda for strengthening e capital market with the
objectives of improved risk management, increased transparency, investor protection
and new preductmarket development. The main reform measures hitioduced are:

e For development of the debt capital market, the Bonds Automated Trading
Systern (BATS) at the stock exchanges was revamped along the lines of the
Bloomberg-based E-Bond with various system enhancements for facilitating
price discovery process of debt instruments and price negotiation betwean the
market participants

= To fulfill the bedging requirements of various groups of invesiors in the
commadties markst, new fllules contracis were introduced at the Fakistan
Mercantile Exchange Limited (PMEX) in sugar, coticn, wheat, crude oif (10
barrel), silver (100 ounces), silver (10 tola) and gold (10 ounces)

s« To ensure easy access to Tinancing and hquidity 1o the market, amendments
were cporoved to the Securilies (Leveraged Markais and Pledging) Ruies,
2011 thereby removing practica! hindrances and craaling flexibility for Margin
Financing and Margin Trading Products

s« The code of corporate govemance for the listed companies {or fostering good
governance in the corporate secior was launched on 6" April, 2012 by SECP

¢ Exchange Traded Funds {ETFs) were introduced ai the Karachi Stock
Exchange (KSE). ETFs are globally popular investment product which aliows
invesiment in diversified portfolio of securities fracking a benchmark index

s  Two listed debt instruments were offered o the generai puvlic, i.e., oflering of
Rs. 2,000 million Term Finance Certificatas (TFC) by Engro Corporation 1id.
(2 Issue of Engro Rupiva Certificates) (exclusive of a green shos option of up
to PKR 1000 million) and offering of Rs. 1.5 billion TFCs by Summii Bank
Limited

¢ Approvals were granted fo 2 companies i.e. Next Capitai Limited for the Initjal

"~ Pubtlic Offering of upto 12.5 million ordinary shares (including 2.5 million shares
under the green shoe option) to the general public, high net worth Individuals
and the institutional investors, through the book building process and offer for
saie of 38.7 million ordinary shares of Saif Power Limited to the institutional
investors, high net worth individuals and to the general public respectively

o Approval was granted fo MCB Bank Lid. for issuance of Amearican Deposiory
Receipts (ADRs) outside Pakistan under Sponsored Level-! ADR program by
the Bank of New York Mellon, the Depository

* Relaxation was granted to Orix Leasing Pakistan Lid from the requirement of
Reguiations Governing over the Counter {OTC) Market io enabie it to list its
Privately Placed Term Finance Certificates of Bs 1 billior or OQTC

3.5 Outlook for 2012-13

The government has taken various corrective measures in 201112 o rationalize
expendifure and broadening of tax base to bring fiscal deficit to a sustainable leval.
However, unanticipated bailouts to Public Secior Enterprises (PSEs) are still a drain on
budgetary outlay. The tax administration reforms are unable to completely eliminate
governance issues in resource mobilization or reducing tax slippages or enforcing
compliance. A more concerted effort is needed on this account. Going forward,
Pakistan needs substantial resources to augment its development efforts and improve
quality of life. In the post-18" Amendment scenario, onus of fiscal adjustment
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disproportionately fell on the provincial governments and they need io be motivated for
adhering to sound principles of fiscal prudence. the provincial governments may be
sensitized to focus 1© augment their own revenues through prospective candidates like
agriculture income tax and property @x.

On the expenditure side, fiscal bailouts to PSEs are draining out already scarce
rasources. Government neads to take serious measures for restructuring PSE to make
them self-sustaining entities. There is need {0 expedite on-going restructuring work to
make an impact on Budget 2012-13. The procedural improvement is likely to have an
jmpact on efficiency of development expenditure with a focus on completion of existing
projects and direct resources 10 only pricrity sectors like energy, water, human capital,
innovation anrd technology ransfer 1 lay the toundation for long-ierm sustainable
economic development. Federal financing of provincial schemes needs ‘o be reviewed
and at the same time provincial governments need to divert their additional resources
to the pricrity sectors.

Fiscal reforms and provincial initiatives to improve public finance are discussed in the
following paragrapns.

351 Fiscal Reforms

Fiscal policy for 2012-13 aims at promoting investment to spur growth, containing price
increase at the level of g.5%, providing adeguate job opportunities and protecting the
vulnerable segments of society. Recommendations for improving the efficiency of
resource mobitization and public expenditure refiected in Framework for Economic
Growth will provide guidelines {or fiscal reforms during 2012-13.

Tax

. Addressing the governance issues in rescurce mobilization by further
strengthening tax administration through doing away with distortions and
exemptions and introducing information technology to minimize tax slippages
and tax non-compiiance. Box 3.4 recapitulates the measures glaborated in
Eramework for Economic Growth for tuning up tax administration

« Further broadening the tax net, introducing GST on untaxed services and
reviving of the wealth tax may be considered

e Principles of “Equity” and progressive taxation needs to be followed. Taxing
income at progressive rate irrespective of source of income

. Documentation of the economy by undertaking out of box innovations such as
one lime exemptions from tax and giving legisiative guarantee thereot

. Provinces may further step Up their efforts to exploit/explore more revenues
from agriculture income, services and property

Expenditure

« Rationalization of staff-to-officer ratic and introduction of performance based
remuneration to improve service defivery and enhance efficiency. There is an
urgent need to rationalize staff officer ratio which has further swelied due 10
adjusting the surplus staff of minisiries transferred tc provinces under 18"
Amendment

¢ Principle of zero budgeting and performance based budgeting / RBM needs to
be followed in letter and spirit for maxirmization of benefits of public spending
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s Rigorous impiementation of austerity measures from the highest level of the
government to have ripple effect

e Pclitical will 1o ralionalize current public expenditure such as reducing the size
of cabinet and freezing the new entrants in the government

« Rationalization of current expenditure by switching {rom general subsidies to
targeted subsidies

« Speed up implementation of restructuring plan of Public Sector Enterprises
such as Power sector, PIA, Railways and Pakistan Steel Mill and privatization
of selected PSEs

« In the development budget energy, human capital, innovation and technology
transfer may be accorded priority for long-term sustained economic growth

e Increased budgetary aliocation fo social sectors (health, nutrition, education
and skill development) in order to reduce poverty and to promaote productivity of
Pakistani labor

Box 3.4: Tuning up the Tax Administration

Framework for Economic Growth (FEG) has described narrow tax base and high enforcement
costs the major problems in resource mobitization. The tax administration intervention in
presence of complex compliance procedures is hampering the exploitation of full tax potential.
The reform process initiated under Tax Administration Reform Project (TARF) has yet to
raterialize into a higher tax-to-GDP ratio. The key objective of this reform includes raising tax
revenue through improved compliance with tax laws and broadening of the tax base; improving

effectiveness, responsiveness and efficiency of tax administration through institutional and |
procedural reforms; improving collection through transparent and high quality tax services; and §
strengthening audit and enforcement procedures.

However, even after several years of this reform effort, tax policy remains complex, and gives
favour to a selected few while corruption and poor administration weakens collection and
allows vested interests to prevail. Tax administration reforms should be based on the following
steps envisaged in Framework for Economic Growth:

« Amending the income Tax Ordinance 2001 and Sales Tax Act 1990 to limit the
discretionary power of the Federal Board of Revenue and to improve the
administration, the auditing system and the tax refunds system

«  Simplifying the tax system and tax administration by creating one-window cells for tax
registrations at the sub-national level to cater to all taxes (Federal, Provincial and
Local)

e Unifying NTN and GST registration toc one Tax Registration Number through
amendments to the Income Tax Ordinance 2001 and the General Sales Tax Act 1990

« |mproving technology and e-governance strategies to facilitate tax registration and tax
filing system at the FBR

+ Selting time fimits: Modifying tax laws to include deadlines for speedy disposal of
pending and new court cases.

+ Reforming data warehouse in FBR {with help from NADRA) in order to check multiple
bank accounts of tax payers

Source: TARP (FBR) and FEG (Planning Commission}
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352 Financing of Fiscal Deficit

Financing of deficit is an area of concern, it is skewed towards domestic sources
particularly on bank borrowing. it is crowding out the private sector and is affecting
investment, economic growth and ultimately compromising revenue generating
capacity of the economy. It is proposed that financing mix of fiscal deficit may be
transferred to:
» Non-bank sources of financing
e Accessing more external resources
« Privatization of PSEs in international market to garner much needed foreign
inflows and lessen burden on domestic so0Urces
e In the wake of highef transfer of resources, under 7" NFC Award, provinces
may be asked to show fiscal discipline and pose adequate surpius 1o curtait the
fiscal deficit within sustainable tirnst

353 Provincial Governments Initiatives to improve Public Finance

Punjab, KPK and Balochistan's fiscal measures 10 strengthen the public management
and ADP’s thrust to support 1o accelerate economic growth is given in Box 3.5.

e e B TR

Box 3.5: Provincial Governments’ Fiscal Policy Reforms/Initiatives

]

4
'
P
H

Punjab:

« Government, through Punjab Finance Act 2010, introduced vaiuation tables in rural l,
areas of Punjab through amendment in Stamp Act, 1899 and Land Revenue Act,
1967. Reforms in Land and Stamp Revenuss heads have resulted into growth of
23.9% and 21% respectively during 2010-11

. Levied Capital Value Tax (CVT) on immovabie property transaction @ 2% of the }
value of property during 2010-11 which resulted into actual collection of Rs 2.30
pition compared to Rs 1.5 bittion budget estimates

. Introduced new taxes through Punjab Finance Act 2011 on a) Tax on Farm Houses,
fp) Tax on swimming pools and ¢) Education Cess on Elite Clubs

. Increased in Token Tax for private cars/vehicles exceeding capacity of 1000 CC

+ Government of Punjab is in the process of setling up Punjab Revenue Authority
(PRA).It will help to realize true potential of different taxes especially GST on
Services. It would minimize discretion of government tunctionaries

| A QLT T AT
sy
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! services in 4 to 5 cities to make them engine of growth.

i In budgst 2012-13, Punjab's ADP strategy will be 1o strengthen the public infrastructure and #

o, A

| Balochistan:

o LT TG  TL EA

I BT, W

o The provincial government has constituted the Provincial Fiscal Monitoring 3
Committee under the chairmanship of Finance Minister to ensure timely handling of
public finances 1

» Economy/Austerity measures are being followed 1

. Provincial Advisory Cormittee on Provincial Own Revenues under the chairmanship }
of Senior Membser Board of Revenue has been constituted to review the existing
provincial direct and indirect taxes, charges etc, and would advise the provincial
government to initiate measures for improvement of provincial own revenues in
Balochistan

in 2012-13, Balochistan’s ADP strategy will be gradual increase in allocations for social
sector and decrease in communication and infrastructure (irrigation).

IR T S
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' Provincial Government through EGS set a path to deal with the challenges and turn the
economy around by ensuring the seamless transition of devolved departments; improve
- service delivery through strategic allocations to growth sectors and make the province seff-
- reliant through investments in energy sector. EGS will adhere to following broad parameters:
Promotion of growth sectors with comparative advantages of indigenous raw ;

materials e.g. Mingrals

Investments into value added industrial sectors i.e. Livestock, Horticulture, Dairy !

processing, light and high value mineral products
Focus on developing the competitive advantages for industrial sectors through
reduced input costs related to Energy and Power, Water, Transport

Focus on improving the skilis level of the Labor force through greater emphasis on §

Tachnical and Vocational education/training

Achieving Consoclidation, Rationalization of the public spending to do away with
inefficiencies; improving the service defivery instead of piling up resources Into brick
and mortar

To create an enabling, business friendly environment for private sector enterprises

- The strategy marks a paradigm shift in Public investments and advocaies improvement in §
Service Delivery instead of archaic Brick and Mortar development policy. [n line with the ¢
broad parameters, ADP will reflect following strategic priorities for accelerating economic &

Consolidation vs. Expansion which characterizes improvement in existing facilities
Reduction in throw forward by allocating more resources to ongoing project i.e. 70%
of ADP :

Rapid increase in development altocations to the sectors where there is higher retum
on investment i.e. hydro electricity, oil and Gas and the sectors which rety on
indigenous naturaj resources/raw malerials i.e. minerals

Improvement in managemsnt of public finances through output based budgeting
extended to Development budget

e

3.5.4 Regional Public Finance Management

An analysis of tax system and tackling fiscal deficit in the selected countries of the
South Asian region has been carried out. Details are given in Box 3.6.
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i Box 3.6: Comparison of Tax Collection, Fiscal Deficit and Financing in Selected South
Asian Countries

The comparison aof 1ax coliectian in selected South Asian countries reveals that tax callection in India is
15.2% of GDP and in Sri Lanka 13% of GDP. These figures are far ahead of Pakistan's 8.9% while it is
. stightly betier than Bangladesh figure of 9.2% of GDP. Indian iax burden is mare progressive than
Pakistan, Bangladesh and Sri Lanka. Asian Development Outlack 2012 has suggested that Asian
countries, particularly with low tax-to-GDP ratio, can be jacked up through broadening the tax base and
- improving the tax machinery and revisiting the top income tax threshold to make taxalion more

equitable and progressive. (Table 3.6)

In 2009-10, india tackled financing of fiscal deficit fram its domestic resources while in case of Pakistan
it i mainty financed from domestic resources. But Bangladesh and Sri Lank are tackiing fiscal deficit
! financing by utilizing both domestic and external resaurces aimost in equal proportion.

Table 3.6 Comparison of Taxes and Fiscat Deticit in Selected South Asian Countries

(2009-10)

( % of GOP
E__ 35 Pakistan | -Bangladesh-: #SrLankd i
| Tax Revenue - 9.9 13.0
- Direct tax as % of total of tax revenue 39.6 28.1 43.0 18.7
indirect Taxes as % of total tax revenue _ 604 [ 719 570 | 813
"Fiscal Deficit 6.3 3.9 9.4" 7.9
. _Domestic Financing . - 5.0 25 5.0 3.6
_ ExtemalFinancing . s | 21 | 03 | 44
- Use of Cash Balance [ R B o NN . I

*1n case of India financing pertaing to central gavernment's fiscal deficit of 5.1% of GDP.
Source: Relevant National Documents (websites) and Asian Developrent Bank

Despite personal income tax rates being comparabie (o the worid average, its collection is iow in Asia,
partly because of relatively high iax free {minimum exempt) thresholds and a relatively high threshold
of income above which a top marginai persanal income tax rate applies. Figure 3.6 gives the ratio of
top income tax threshaid to gross mationai income.

Figure 3.6 Ratio of top income tax threshold to gross national income per capita
i i
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The Figure 3.7A depicts that in Pakistan ihis ratio is around 57 which is the highest in the
region/countries compared while in case of Bangladesh, India and Sri Lanka it is around 25, 11 and 7
respectively. Pakisian has therefore the potential to mabilize more resources from income tax and
make it mare progressive though decreasing its top income tax threshoid.
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3.6 dfonetary Policy

Monetary policy during 2012-13 will ensure price stability and provide support to
economic growth by improving implementation of monetary policy and operational
framework and by devising & road map in consultation with the government fo retire
government borrowings from SBF as stipulated in the SBP (Amendment) Act 2012.

Monetary expansion for the year 2012-13 will be in line with the projected GDP growth
of 4.3% and CP! inflation at 9.5%. To keep M2 growth rate in the vicinity of the
targeted level and to encourage private sector credit, it is imperative that government
borrowings be limited to the safe level i.e. equivalent to 10% of revenue of the previous
year. This will also hclp in bringing down the CPI inftation and strengthening the
growth prospects of the economy.

Govemment borrowing from SBP may be kept at zero level at the end guarter as
envisaged in recently enacted SBP (Amendment) Act (2012). This will help to contain
the monetization of fiscal deficit and lessen the inflationary pressure in the economy.
Government may try to finance its budget deficit from external sector, this will improve
the composition of M2 and reduce pressure on domestic market fiquidity, thus will
help SBP to adjust the discount rate in order to boost private sector credit.

However, efforts must be made to ensure increased participation of private sector
investment in the economy. Institutional participation such as cooperatives and
multifarious non-bank institutions wilt be encouraged to provide financial services fo
SMEs, micro enterprises and to rural areas in order to ensure financial inctusion.

3.7 Inflation

Price stability is the main objective of fiscal and monetary policies. In order to achieve
this objective effort will be made to reduce the inflation in 2012-13 t0 9.5% as against
the estimated CP! inflation of 11% in 2011-12. Following measures will help in bringing
down the current inflationary trends:

» Supply side will be strengthened by increasing production of the real sectors
through ensuring adequate supply of critical inputs like energy, improved
extension services, agricultural and industria! credits, and trade liberalization

+ Rationalizing fiscal deficit and its financing from banking sector needs to be
revisited

+ Direct government borrowing from the SBP and large liquidity injections by the
SBP to maintain the Tiquidity position is inflationary so the borrowing from sSBP
merits attention in order to contain inflationary pressure

+ Close monitoring of essential commodities stock available in the country and
ensuring their proper supply through imports and restrictior on expoits

3.8 Capital Market

The vibrant capital market plays a pivotal role in mobilizing capital in a country. The
capital market is a dynamic field that needs consistent vigil and reform in view of
volatility in the national and international financial markets that has far reaching impacts
on naftional economies. During upcoming fiscal year 2012-13, following reforms
are/needs to be undertaken to improve the stock markets:-
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+ The Stock Exchanges (Corporatization, Demutualization and Integration) Bill
has been approved in the joint session of the Parliament in March 2012
which is going to be implemented in 2012-13

. Efforts will be undertaken for NCCPL to function as Central Counter Party
Establishment of & setttiement guarantee fund; and ftransfer of risk
management to NCCPL need to initiated

« Option of development of an Islamic capital market in fine with global best
practices in order to deepen the capital market may be explored

« -Endeavors will be made for listing of Government Debt Instruments at the
stock exchanges and integration of Nationa! Savings Scheme instruments
into the mainstream capital market, in coordination with relevant stakehoiders
including the Federal Government and the State Bank of Pakistan

« Erom the standpoint of risk management and transparency. a Centralized
Know-Your-Customer {(KYC) Agency will be cstablished for registration and
maintenance of investors’ KYC rzcords in fine with the international best
practices pertaining o KYC and {Customer-Due-Diligence) CDD policies

. Various steps will be taken to encourage new listings which inciudes the
following:

_ The management of unlisted public companies will be agproached to
motivate them for listing at the stock exchanges. IPO Summits will be
organized 1o identify potential 1POs and to attract them to list their
companies o the stock aexchangss

—  Necessary steps for encouragement of new listing will be taken which
include revision of the existing regulatory framework for new listing and
introduction of SME board for listing of small capital based companies and
venture companies

e in order to encourage fisting of cebt securities on the exchanges various
measures will be taken which are as foilows:

— Reguiatory Framework for the credit rating agencies (CRAs) will be
revamped to enable CRAs Yo play more effective role in the deveiopment of
debi market.

- In order to rationalize the cost of issue of corporate bonds, steps will be
taken to reduca ine rate of slamp duty applicable on issus and transfer of
Term Finance Certificates (T8} ang Commersial Papers
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Public Sector Development Programme (PSDP} is the main component of public
sector investment in the country. Public funds are aliocated through PSDP to raise
physical and soft infrastructure to accelerate the pace of economic growth. PSDP is
aligned to the development strategy to help reduce poverty by generating empioyment
opportunities, achieving MDGs and bringing balanced development. These objectives
are realized through implementation of development programs and projects.

4.9 Performance of PSDP 2011-12

The National Economic Council (NEC) approved National Development Outlay at
Rs 730 billion with federal PSDP of Rs 300 billion and Provincial Annual Development
Programmes (ADPs) at Rs 430 billion. Substantial funding wera proviged for on-going
projects which were at advanced stage of completion.

Sectoral distribution and utiiization of the {ederal PSDP 2011-12 is presented in
table 4.1:

Tabiz 4.1
Sectioral Distribution & Utilization of PSDP 2071-12
(ABs BIH;G'W)

::xpected __
Ut:l:zauon 1

{

ja +

in | E)
] : o tes ___12‘\2_!
: Agnculture & Industry N p o 4 4
|ERRA _____________'_ 10 10
‘ Total (Federa!) ' 300 I 300

It is evident from the Table 4.1 that Infrastructure projects received over 52% of tederal
PSDP followed by Social Sector projects (43%). Within infrastructure, priority was
assigned to energy (Rs 55 |bhillion), water resources (Rs 37 billion),
highways/motorways/ports & raitways (Rs. 65 billion). Social Sector projects refating to
health, higher education, popuiation, and govemance, physical pianning & housing
etc., are expected to utilize Rs 129 billion during 2011-12.

A Mid-Year Review of PSDP 2011-12 was hald in January, 2012 to assess progress of
PSP funded projects. Adjustments within ongoing portfolio of Ministries/ Divisions
were made to divert funds from slow moving projects to fast track projects. Simiarly,
foreign assistance disbursement crossed Rs 90 billion against budgeted amount of
Rs 392 billion which gave further impetus to donor funded projects for early comptetion.
However, extended disbursement has necessitated corresponding reduction in rupee
allocation to remain within the approved size of PSDP 2011-12. The entire allocation of
Rs. 300 billion has been released which is expected to be utilized by the end of Fiscal
Year 2011-12. During the year, 174 projects costing over Rs. 100 billion are likely to be
completed, Summary of thase projects is give at Table 4.2
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Table-4.2
Federal PSDP 2011-1

"Transport & Communication__

+ Social o ;
%ﬂvﬂgalm@géﬁ%mghﬁi%
iim;iygtﬂg,.ﬂn@ét_ry)_,._.“;_ﬁ_ 07

i ' " Total 174 _

P

4.2 WNationai Development Qutlay 2012-13

The National Economic Council (NEC)
National Development Outlay at Rs 873 billion including
The development outlay comprises Bs 360 billic
Assistance of Rs 100 billion and Rs 513 billio
Rs 67 billion foreign assistance. Breakup is given in
Division wise detail of federa PSP ig presente

Table4.3: National Deveiopment Qutl

ent

Faderal PSDP

2 — Projects to be Compieted

(Rs billion)

in its meeting held on 24" May 2012 approved

foreign aid of Rs 167 billion.

n as federal PSDP including Foreign
n as provincial ADPs
Table 4.3 whereas Ministries and
din Annexure 4.1

including

ay 2012-13
(Rs biltion)

Provincial ADPs

7 L 446
Feral | 706

4.3 Federal PSDP 201212

12-1
i h

Bs 360 billion for fiscal year 20
and Rs 10 billion for ERRA,
the Framework for Econ
enda

Federal PSDP ci
Foreign Assistance
objectives set under
also been aligned towards economic ad
achieving MDGs, balanced development an
It lays more emphasis on allocation of resources to sec
of Federal Government after 18" Amendment to the C
funds have been allocated to social secior projects inc
health and population we
dated 28" April, 201
o012-13 are given in Table 4.4:

for incius

d ensuring food, water an
tors which are’
onstitution. However, adequate

lfare as per decision of Council
1. The agency-wise allocalions are

3 includes Rs 100 billion as
as been devised to achieve

omic Growth. Development budget has

ive growth, reducing poveity,
d energy security.
the responsibility

uding vertical programmes of
of Common Interests (GCI)
given for Federal PSDP
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Table 4.4: Summary of Federal PSDP 2012-13

Ministries/Divisi

“Corporations (NFA, WAPDA-power) |
Special Areas i
PWRIAL
ERRA

4.3.1 Resource Allocation Strategy

To better manage PSDP, following criteria were adopted while allocating limited
rescurces to the development projects:

e Projects nearing completicn to be funded on pricrity.

« To provide required counter-part rupee resources for maximum utilization of
foreign aid.

« Allocations to vertical Programmes of Health and Population as per decisicn of
CCl dated 24" April 2012.

e Protection to development packages and projects of less developed areas
(FATA, AJ&K, Gilgit-Baltistan and Balochistan)

« Inclusion of new schemes discouraged unless critical

« Schemes falling under devolved subjects to be undertaken by the respective
Pravincial Governments

As a result of above criteria, over 97% of PSDP 2012-13 allocations have been made
to on-going projects. Infrastructure sector has been aliccated 58%, followed by social
sector with 38% share. Broad sector-wise allocations are summarized in Table 4.5:

Table-4.5: Broad Sectoral Aliocations Federal PSDP 2012-13

Rs billion)
Energy T s ] s
e R Tl R
Roads - 50 s
Education , 19 o0
Healin & Population 122 | Tea
Others o 102 12
Total 1 300 0
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4.3.2 Releases Strategy

Planning & Development Division has been assigned the responsibility to authorize
release of rupee component of federal PSDP to the executing/sponsoring agencies.
According to quarter!(}/ formula adopted during 2011-12, 20% of the allocations are
released in 1% and 2" Quarter each and 30% each in 3 & 4™ Quarter after fulfiliment
of codal formalities.

In order to meet higher releases requirement of certain on-going projects during early
part of the fiscal year, the Ministry/Division are authorized higher releases for particular
project(s) while remaining within overall quarterly ceiling of its budget. Releases in 2n
quarter and onward are authorized on receipt of reconciled utilization report of
released funds in earlier quarteris).

4.3.3 Sectoral Priorities and Salient Features

. Power sector remained the priority under PSDP 5012-13. An allocation of Rs
81 billion including Rs 30 billion as budgetary support to WAPDA has been
made to over-come energy shortage. Mega projects of power sector inctude
Diamer Basha Dam (Rs & biliion) and Chashma Nuclear Power Project
(C-3/C-4) (Rs 35 billion). In addition, an amount of Rs 115 billion would be
invested by WAPDA from its own resources.

« Water sector has been alfocated Rs 47 billion which comes to 13% of the total
federal programme. Adequate allocations have been made for Raising of
Mangia Dam Resettlernent, Satpara Muitipurpose Dam, Gomal Zam Dam,
Kachhi Canal (Phase-1), Rainee Canal (Phase-1), Lower Indus Right Bank
inigation & Drainage Sindh, Balochistan Effluent Disposa! into RBOD
(RBOD-II, Extension of Right Bank Outfall Drain from Sehwan to Sea
(RBOD-I1), and Lining of Distributaries & Minors in Punjab and Sindh.

« Transport and communications sector will receive Rs 80 bilfion (22%). Out of

_ this amount, Rs 51 billion and Rs. 23 billion has been allocated for NHA &
Railways, respectively. This would ensure regional connectivity and economic
integration for balanced development in the country.

. Total aliocation for health sector is Rs 19 billion. Major vertical programmes
include Expanded Programme for immunization (Rs 2.8 billion), National
Programme for Family Planning and Primary Health Care (Rs 11 billion),
National Matemal Neonatal and Chitd Health Programme (Rs 2.3 billion) and
Population Welfare (Rs. 3.5 billion).

+ The higher education has been given priority being the federal subject.
investment in this sector will promote research and development and to
produce world ciass qualified human resource to meet the challenges in the
highly competitive world market. An allocation of Rs 50 billion for education
sector including Rs 15.8 billion for Higher Education has been earmarked.

. An amaunt of Rs 10 billion has been kept for promotion of science and
information technology. To ensure fool proof security in the capital city of
islamabad, a vital project "Safe City istamabad” has been provided an
allocation of Rs 2.7 billion.

« In order to bring the less developed areas at par with other developed areas of
the country, an allocation of Rs 32.6 billion as blocks have been provided for
ADPs of Special Areas, [AJ&K (Rs 9.5 billion), Gilgit Baltistan (Rs 7.1 bitlion) &
FATA (Rs 16 billion)].
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WM

Allocation for Special Programmes (Peopies Works Programme 1 &I is Rs 27
bilion. These programmes are being financed for improvement of socio-
economic conditions of common people through implementation of smali
development schemes in various sectors like provision of natural gas, village
electrification, rural roads, hospitals, schools, sanitation and water supply.

59
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The Framework for Economic Growth recognizes knowiedge as an important element
in sustainable economic growth. Universities and other Higher Education Institutions,
being the engine of knowledge creation, have to come forward for development of
entreprencurship with scientists, engineers and students as stakeholders. Keeping in
view this new role of universities, New Grewth Strategy lays emphasis on the
development of Business Incubation Centers and setting up of Technology Parks in
the universities and promoting linkage of Higher Education Institutes and R&D

organizations with InGus &y (Tripie Helix Mode!).

5.1 Review of 2011-12

5.1.1 Firancial

In the year 2011-12, an amount of Rs 16.5 billion was allocated for higher education,
which was reduced to Rs 14 billion due to financial crunch. Against this, Rs 9.8 billion

is expected to be utilized by end of the current financial year. {Table 5.1)

Table 5.1; Higher Education PSDP Allocation and Utilization 2011-12 & 2012-13

{Rs Million)

Services R : Allocati 201312 2012-13
) T : ocation ilizati Allocation
R T R s i e Revised Utilization .
Provision of Infrastructure for higher education 4397 3066

Human Resource Development 6240 4351

Research Equipmerit 2003 1397 15,800
Others

{Salaries,  Furniture/Fixiure, Books/Journals, 1360 549

Transport, Chemical/ Glasswares efc. )

Total 14000 9763 15,800

5.1.2 Physical Achievement

e Infrastructu® Development: In the Year 2011-12, new universities and sub-
campuses of the existing universities were established in remote and far-flung
areas of the country. These inciude the University at Turbat, University at
Loralai, Shaheed Benazir Bhutto University at Sheringal, Women University
Multan an: Shaheed Benazir Bhutto University Benazirabad and sub campus
of Lahore College for Women University at Jhang.

« Human Resource Development: In the year 2011-12, HRD is an area in
which vital and significant progress has been made with a dual objective of
increasing institutional capacity and enhancing local research activities. The
major thrust of programs in this area has been to improve academic
qualifications of university faculty through provision of scholarships at locai as
well as foreign universities. These scholarships are provided on merit both to
existing university faculty as welt as other individuals from the private sector.
Nearly 44% of the scholarships managed by the HEC have been awarded to
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the scientists of R&D organizations and university teachers. A totat of about
900 to 1000 scholars have already returned after completing their studies while
nearly 3000 scholars are pursuing their higher education abroad. 4700 scholars
are studying under the indigenous scholarship programs in different universities
in Pakistan. 912 scholars are studying in Cuba for MBBS Program under a
scholarship program offered by Cuban Government. 52 scholars processed
abroad for Post-Doc studies while 47 completed the Post-Doc studies. 1959
scholars are studying under ihe Fata/Balochistan project in Pakistan at
Graduate/Under-graduate level.

« Need Based Scholarships: Financial aid to needy students is required o be
institutionalized and strengthened in public and private sector universities. 2819
schoiars have passed out so far, and 526 are stil studying in different
institutions, universities under the need based scholarship programs.

« Faculty Development: Faculty is the nucleus of an education system,
therefore it is highly imperative to improve and enhance the quality of
professional teachers. During the year 2010-11, various faculty members were
given professional development.

« English Language Teaching Reforms (ELTR) is the first language based
project which caters to the English teaching facuity of graduate and post
graduate colleges along with universities in their respective HEls across
Pakistan. The ELTR project transferred funding of 1.5 million to the University
of Malakand for the establishment of Self Access Centre (SAC). An
international resource person visited Pakistan and conducted courses oOn
Computer Assisted lLanguage lLearning (CALL) at Islamabad, Multan and
Karachi, training 60 participants. A total of 255 ELT faculty members have been
trained in Continuous Professional Development program, in which 96 have
been trained in one month courses, g9 have heen irained in one week courses
and 60 have been Internationally Centified through International Resource
Persons’ trainings. 25 ELT facuity members were awarded ELTR Long Term
Fellowships.

« Professional Competency Enhancement Program for Teachers (PCEPT}:
In the year 2011-12, 497 faculty members wefe provided one month intensive
in-service Professional Competency Enhancemeni Program for Teachers
(PCEPT) frainings at ihe door step of 17 public sector universities across
Pakistan under the project National Academy of Higher Education (NAHE),
Phase-II. The trainings were based on the seven core modules required for
teaching skills enhancement of the university facuity. Moreover 20 faculty
members were given orientation on the use of modern ICT tools and
techniques through a two week Incorporating Technology in Education (ITE)
Program of NAHE project.

« Supporting University Research: Research suggests that public policy plays
an important role in shaping national innovative capacity by determining human
capital investments and creating incentives for innovation. The capacity of

“higher education institutions has been enhanced to carry oul cutting-edge
research in all areas of Science and Engineering, Natural and Basic Sciences,
Medical Sciences, Humanities, Social Sciences, Economics and Finance.
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Research is a mandatory precondition for acquiring new knowledge and
fostering better understanding.

pMational Video Conferencing Network: By supporting the mandate of HEC {o
develop e-Academia, video conference network has been established at
seventy nine (79) universities/ institutes and HEC coffices, whereas the
footprints now spread over 30 cities across the couniry. The HEC Video
Conference Network has been recognized as a huge IP Based Video
Conference Network in Asia.

Since its establishment in 2006, a total of 4593 events have been arranged to
facilitate more than 40,778 students/ faculty/ scholars and supported higher
studies through this virtuai educational nemwork. A fuii fledge interactive
distance learning program with the title of Virtual Education Program of
Pakistan is launched in 2010 that provides a virtual platform through which
eminent professors/scholars both foreign and tocal are invited to deliver domain
specific series lectures towards partial fulfiliment of MS and PhD programs.
VEPP is a program initiated by HEC in collaboration with International Center
of Chemistry and Biological Sciences, University of Karachi_In one year 303
lectures (101 by foreign speakers and 202 by local speakers) were delivered in
10 universities of Pakistan. The program is committed to deliver 100+ lectures
by the end of this financial year. This new multi-modal facility is also creating
new jobs across the country. Currently 180 fully trained coordinators are
engaged with this multimedia communication network which are working in all
public sector universities and facilitating their faculty/students aggressively.

Outiook for 2012-13

Financial

An amount of Rs 15.8 billion has been allocated in PSDP 2012-13 for the projects of
higher education. (Table 5.1)

5.2.2 Physical

HEC will continue with most of the ongoing projects. However, some new activities to
be undertaken under these projects are highlighted in the following paragraphs. Major
physical targets of higher education for 2012-13 are presented in Box 5.1.

Physical Infrastructure

During 2012-13, new universities and sub-campuses of the existing universities
will be established to expand the access to education, especially in the remote
anc less developed areas. The new universiies would be established at
Shaneed Benazir Bhutto Medical University Larkana, Abdul Wali Khan
University Mardan, University of Gujrat, National Textile University Faisalabad,
University at Swat, National Defence University Islamabad, Pakistan Institute of
Fashion & Design iLahore and Peoples - University of Medical and Health
Sciences for Women Nawabshah (Shaheed Benazirabad). Similarly, new
campuses of public sector universifies are planned Skardu Campus,
Karakuram Internationa! University Gilgit, Jhang Campus, Lahore College for
Women University, Pattoki Okara Campus, UVAS Lahore, Virtual University,
islamabad Campus, Federal Urdu University Karachi, Kohat Campus of UET
Peshawar & Mardan Campus of UET Peshawar.

Annuat Plan 2012-13 g7




——»—

Higher Education

e

e Human Resource Development
Selaction of 1000 scholars of Baich-! under Indigenous PhD program Phase-l,
900 scholars under overseas scholarship will be compieted. Disbursement of
scholarships to 2900 scholars under overseas scholarship scheme and 5600
including new selected scholars under the indigencus scheme wouid be made

on provincial quota basis.

Schoiarship will be given 10 1959 scholars studying in FATA/Balochistan
nroject in Pakistan and 10 scholars will proceed abroad for Ph.D studies.

« Need Based Scholarships
The stipend and fee will be paid to 526 schoiars aready studying and 2500
schotarships are proposed along with 1500 short teym trainings during second
phase. Establishment of 50-55 students’ facilitation and job centers is alsoc a

galient feature of the program.

e Faculty Development Program

10 workshops will be organized to train 300 ELT faculty of public seclor
universities, 5 cone month cOUrses will be organized to train 100 faculty
members. 75 Long Term Fellowships will be awarded lo cover ihe backlog of
previous years. Funding of Rs 1.5 million wilt be transferred to each of the two
selected  universities e SBKWU  Quetta and MUET, Jamshoro  for
esiablishmant of Self Access Centers (SAC). Two International Besource
Person trainings, 3 international conferences and one NCE mesting arg aiso
planned. Funds will be transferrad o 2 Resealch Journais.

500 faculty members are targeted to be trained under the one month basic
teaching competencies enhancement course PCEPT, and 25 facully members
are targeted to be srained in ICT usage through the ITE program 1o be ofiered
at the doorstep of universities under the Project NAHE, Phase-il,

« Measures for Quality Education
HEC is planning to establish new Quality Enhancement Cells in 40 Pablic and

Private Sector University all over the country.
: Box 5.1: Major Targets Higher Education 2012-13
" s Establishment of Medical University al Larkana, Medical University af Nawabshah and
University at Swat.
The new initiative inciudes 500 Master Leading to PhD Scholarships under Aghaz-e-
Hagoog-e-Balochistan Package, 2,500 Need Based Undergraduate & Graduate Japanes
scholarships & 5,000 Indigenous Ph.D Scholarships are proposed.
* & Technowgy park, innovation research centers and ORIC are to be established to generats
- the employment opportunities for the skilied manpower.
" e HEC io establish the Quality Assurance Cells in 40 newly eslablished and privaie
: universities. :
5’0 Provide development fund to the extenl possible to seven newly established sub .

campuses in the deprived areas

-« 800 Teachers will be trained through Training Programs including long-term feliowships, .
one month duration training courses and short ierm courses. :
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To achieve sustainable economic growih, scientific research should drive the
production and exploitation of knowledge. [t is imperative to move forward from
infrastructure and capacity buiiding of R&D institutions to value added technologies
and more innovative ideas for development of entrepreneurship. To overcome
challenges fike energy shortage ‘smait’ research and development investment is
requited for exnicration «nd efficient ulisizatng of natural resources. Principal facus of
this year plan is to make science and tecnnology at the service of peoples in ail
spheres of life, eventually leading to economic growth and prosparity.

6.1 Review of 2011-12
6.i.1 Financia

During the financial year 2011-12, Rs 1,146 million were aliocated for 51 Science and
Technology proiects. Out of which, an amount of Rs 619 mitiori (around 80% of
allocation) is utilized. (Table 6.1}

Table 6.1: Science and Tochnology PSDP Aliecation and Utilization 2071-12
_(Rs Million)

e T
projects | Totai | PSDP | PSDP

Organization " (Nos) | Costof - Allocation | Utilization
e LolTE oprojects 201112 | 2011-12
_On-Going Projects (MoST Secretariaty 8 701 208 i 197
“Other R&D Organizations 5 828 . % . 21
" Pakistan Council of Scientific and z L .

Industial Research (PCSIR) | 1T L E0R 20 A
 Pakistan Council of Research inWater  §  , | oo

' Resources (PCAWR) R D T A A
 Pakistan Technology Board (PTR) ' 2 © 80 = 10 -
“Pakistan Science Foundadion (PSF) 2 86 87 1 36

| Pakistan Council of Renewable Energy | 4 665 03| _—

. Technologies (FCRET)
"Centre for Applied Molecular Biology

4
e R S A I
| i arg ity C !
[ s Qoo |y s |
Nationai insttute of Elsconies (NIE) | 3 %0 125 | %8
| Council for Works & Housing Research ¢ 1 35 6 i 5
National University of S&T (NUST) | 1 1 12 7 7
COMSATS Istute ol T (CIT) | 4 1 e&7  ma 113
%NatiOnal Institute of Oceanography (NIO) ; 2 61 10 ; 2
T e T e | TEses 1146 |91
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6.1.2 Physical

Periormance of Ministry of Science & Technology (MoST) and its organizations is

discussed in the following paragraphs; whereas major achievements in briet are
presented in the Box 6.1.

¢ Pakistan Council for Scientific & industriat Research: PCSIR has
developed 37 processes and commercialized 22, 18 patents registered,
sorvices rendered to 96 industries, 156 research publications, 13465 analytical/
iechnical services provided and completed 6 projects. The Process for
Orthopedic Implants is planned to be commercialized through privaie sector
substituting the imported siuff. Pilot plants at Karachi, Lahore and Peshawar
Laboratories were established for large scale production of different items in
the fields of pharmaceutical, Chemicals, arbal  Products and Food

supplements for commercializing.

» Pakistan Science Foundation: PSF funded 162 research projects of pasic
and applied nature in different fields of science and technology, funded R&D-
industry Programs 10 promote commetcialization of developed technologies.

859 scientists avatied the facility of travel grant. Four traveling Expos and 5
g&T Fairs were held which benefited aimost 500,000 students/people. Various
3cience Caravan Exhibitions were also held 1o bencfit siudenis of 7,492
schools.

. Pakistan Council for Renewable Energy Technologies: PCRET has
started produciion of sotar cells and modules up fo 80 kw annual capacity.
‘installed 12 Micro-Hydel Power Plants for electrifying 1000 houses, instalied

{5 KW solar system and 1030 bio-gas plants in various locations of the
couniry, tabricated 5 KW solar modules and up-graded PCRET building 1o
establish four new laboratories to produce 80 KW solar panels annually.

« Pakistan Council of Research in Water Resources: PCRWR established
National Water Quality Laboratory at Islamabad which is ISO-17025 certified
and is providing sarvices to the public at large. in addition, network of 22 W ater
Quality Testing Laboratories is established ali over the country. PCRWR
consiructed one leaky dam and improved ihwee dams with water shed
management activities, constructed eleven buildings of water quality
laboratories in various iocations, chiorinated 4.3 miilion liters of water in flood
affected areas and distributed chlorine-tabieis, also carried out desertification
control research activities and conducted seven research studies. PCRWR
generated RS 5.3 million from advisory and consuftancy services.

« National Institute of Electronics: NIE installed state of the art machinery and
equipment i0 give a boost 10 iis R&D efforts through different development
projects. A unique Multi-layer Printed Circuit Board (PCB) Fabrication facility is
near completion. It will be opened for collaborative production and training to
local industry. NiE established a center for quality testing and certification of
electronics products, designed and developed industrial stabitizers, produced
multilayer printed circuit boards and signed MoUs with universities and R&D
organizations for cooperation in the field elecironics.

Annual Plan 2012-13 70




Science and Techinology

Nationat institute of Qcearnography: NIO is mandated te undertake research
in ocean sciences in coastal, deep sea and international waters for exploration
and expioitation of living and non living resources. It is estimated that an area
of more than 50,000 sq km of the extended continental shelf can be annexed to
our existing 240,000 sq km offshore area of exclusive economic zone (EEZ). it
will confribute directly to the petroleum and mineral secfor in general and to the
offshore maritime industry in particular. i
COMSATS Institute of Information Technology: ClIT with seven campuses,
provided graduate and post graduate tevel education to more than 20,000
students in IT, engineering and emerging science and technology fields.
Nanotechnology Class 1000 Clean Rooms is the new initiative of CHT, which
will enable researchers to harness nanotechnology to create new, inexpensive
materials, devices and systems with unique properties. Expansion of
COMSATS internet has been made through establishiment of CIS node at
Multan and addition of twenty (20) wireless Wi-Fi base stations to the CIS
Network.

National University of Science and Technology: NUST Centre of Innovation
and Entrepreneurship (CIE} launched a national business plan competition
titted “DISCOVER; Prime Minister's Entrepreneurial Challenge”. Under this
Program, which is aimed af promotion of entrepreneurship and enterpiise
development in Pakistan, the students participated in international competitions
and won pizes.

Center for Applied Molecular Biology: CAMB provided training to a large
number of peoples from Judiciary, Law enforcement Agencies, Medico-l.egal
Doctors and Investigating Agencies on the use of DNA Forensic Science in
addition to guiding & supervising M.Phil and PhD scholars in R&D in the field of
Molecutar Biology.

Pakistan National Accreditation Council: PNAC has started the process of
accrediting the certifying bodies for export of Halal Food Products. This
initiative would ensure that the export products meet international standards
and help improve image of Pakistan as quality product supplier. Similarly to
improve healthcare and safety, PNAC completed accreditation process of 06
medical and diagnostic laboratories in Pakistan.

Pakistan Standards and Quality Control Authority: PSQCA obtained
membership of ISO, established cooperation with Saudi Arabian Standards
Organizations (SASQ), established national coordination committee ¢n trade
barrier, developed technical groups for the benefits of industries, 228 Pakistan
Standards formulated and revised, 211 international standards adopted.
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Box 6.1: Major Achievements of Science and Technology 2011-32

. PColR developed & process for the utilization of the huge reserves of Thar coal to -
overcome the energy crises in Pakistan by converting the coal into iquid fuel in an .
effective manner o support the economy of the country. ‘

« NIO up-graded its laboratory facilities as per International Standards and served as a -
Foca, laboratory for ali the oceanographic R&D activities such as ocean productivity, -
marins pollution, environment marine biodiversity and marine acosystem studies. :

. CWHR highlighted the significance of lightweight aggregate in concrete consfruction
through workshops/seminars and publications. Efforts were made for the transfer of *
ferrocement technology to public and private sectors on commercial bases. i

+ PCSIR has developed technologies for high guality black glass, nano-particai,
biodegradabie polymer, indote Acetic Acid efc. to cater the needs of industrial sectors
and ieasing out the technologies developed. :

e PSF organized an international Traveling Expo on Chemistry in Pakistan. 2

o PCRET implemented 07 projects through collaboration with Sindh and Punjab

. Governments for promoting use of Benewable Energy Technologies (RETS). s

. PCRWR constructed 11 laboratory buildings at Muzaffarabad, Mianwafi, Sargodha, '
Sialkot, Sahiwal, Gujranwala, Faisalabad, Khuzdar, Loraii, Jamrud and Badin.

. PCST conducted research on all policy issues related to development, management :
and identification of S&T needs in iine with rapid socio economic deveiopment of the
country. i

» PCRET procured and installed Twenty Four (24) MHP plants, 200 KW MHP ptants at
Canal Falls and 284 biogas piants in differant areas of the country.

"« NiE provided testing services to industry, traders, etc, of electronic products through -~
Center for Quality Testing and Ceriification of Etectronic Products (CQTC-EP).

CIS added Two Hundred (200G) wireless Wi-Fi base stations in its network that wilf facilitate

about 1500 broadband internet users mainly educational institutes, industry and the

corporate sector.

rme Lep.me T e A AT RS e EESETEAD i g R E e ! e e ST A T R St e A e VT P LT T T s TS S

6.2 Prospects of 2012-13
6.2.1 Financial

An amount of Rs 1,311 million has been allocated in PSDP 2012-13 for the projects of
Ministry of Science and Technology.

6.2.2 Physical

Programs of the Ministry of Science & Technology and its Organizations to be taken
up during 2012-13 aie discussed below; whereas major targets of S&T are given in the
Box 8.2.

» Pakistan Cousncil for Scientific & Industrial Research: The priority areas for
2012-13 would include Pharmaceuiicais/Herbal Medicine, Fine Chemicals,
Minerai Evaluation, Advance/ Composite Materiais, Industrial Nanotechnology,
Industrial Biotechnology, Leather Technology, Environmental Protaction &
Monitoring, Standardization (Calibration, Certification & Energy Efficiency
Labeling ‘and Energy Efticiency) and Solid Fuel & renewable Energy. ToO
establish primary standards of measurement in chemical, physical, industrial
and tegal metrology at Nationa! Physical and Standard Laboratory.
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Paciaian Science Foundaiion: PST intends to enhance its activities through
establishment of Science Clubs in 100 high schools of rural areas of
Baluchistan and Sindh to create awareness and develop their interests in
scieidific ressarch, Five Science Centras wili ba established in different cities of
Pakistan to supplement the teaching of biological and physical sciences in
schoals and colleges through informal education and demonstration of
principies of science. PSF has also plans for the propagation of science
through mass media in collaboration with UNESCO.

Pakistan Council of Research in Water Resources: PCRWR has plans to
work on Integrated Water Resources Management, evaluation of Interceptor
Drains and Walis, especially in Balochistan, Demarcation of Groundwaler
Quality Zones, Strengthening of Research Intrastructure at PCRWR's R&D
Centre, Water Resources Development and Management in Kohistan,
Innovative Watershed Management practices for Susiainabie Deveiopment of
Upper Indus Basin, Establishment of Regional Centre for Water Management
Research in Arid Zones in Pakistan and Iniegrated Approach for Contro! of
Water lagging and Salinity in low Lying Areas of old River Beds.

Pakistan Council for Science and Technology: PCST proposes the
establishment of Science and Technology Policy Research Institute (STPRH,
establishment of Innovation centers at Industrial clusters in Pakistan,
establishment of National Analytical facility etc. PCST through Pakistan
Technology Board is working to identify and select key technologies of strategic
importance for industrial growth and to achieve competitive advantage in
international markets. The Technology Foresight Exercise for the facilitation of
the strategist and policy planner is underway.

Council for Works and Housing Research: CWHR plans to setup semi
automatic kiln plant, establish facilities for quality assurance testing of concrete
pipes and deep foundations, application of magnetic technology for economic
and durable construction by improving concrete properties, up-gradation of
testing laboratories for enhancing commercial capabilities of CWHR,
establishment of geo-technique and road research laboratory in CWHR,
establishment of six regional centers at provisionai headquarters, nerthern area
and AJK and establishment of consultancy services division at CWHR.

Pakistan Counci! for Renewable Energy Technologies: PCRET strategic
vision for next year consists of Extension and Up-gradation of PCRET Labs,
dissemination of BE Technologies , R&D work on RE Technologies, instaliation
of Demonstration RE Plants (At Commercial Scale) and commercialization of
technologies, products etc through pubfic-private partnership.

Nationai institute of Electronics: NIE will setup smali scale production
facilities for the prototypes developed by NiE. Therc are projects in the fieid of
power electronics, automation and control engineering, communication
engineering, integrated circuits designs. Expertise are being developed on
design and layout of digital, analog and mixed signal ICs. Contract with 1C
fabrication facilities abroad will be established. NIE is also planning to get an
accreditation for the testing lab from nationalfinternational bodies. Complete &
customized solutions for small, medium scale organization wil be provided.
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1 atest machinery and equipment are being instalted at NIE to give a boost to its
R&D efforts.

. Wational Institute of Oceanography: NiO has proposed to initiate a National
Gas hydrates Program ai Makran, NIO also recommends caring out Marine
research wark, Natural hazards and preparing relevani laws for dealing with the
sea matters. NIO has already initiated a project for exploration and evaluation
of heavy minerals potential of coastal bet of Pakistan. NIO also intends to
acquire an Oceanographic vessel to enhance their research activities and
capacity to offer consultancy services in the above mentioned fields.

. Pakistan Standards and Quality Control Authority: PSQCA is to launch
country wide expansich pregram by establishing 11 quality control centers at
different Industriat estates. Pakistan Standards and Quality Control Authority,
Ministry of Science and Technology has developed draft Pakistan Standards
Strategy and action plan in order to respond to recent developments in
standardization both internationafly and in Pakistan. The draft policy is being
finalized for its approval and subsequent implementation.

o Pakistan Natlonal Accreditation Council: The Counci! plans to faunch
accreditation services for personnel certifiers, products certifications bodies, PT
providers, food management system, Halal ceriification and hospital
accreditation. PNAC intends 10 establish a Centre for Accreditation and
Standard Training (CAST). This Centre will create awareness among the
industry, industrial policy makers, academia, service providers, exporters,
consuimers etc about the benefit of adopting quality improvements practices by
arranging seminars in-house as well as at the premises of different
stakeholders in major cities of the country.

s Centre for Applied Molecular Biology: CAMB will perform R&D on
transformation of plant expression vector containing siRNA in two sugarcane
varieties i.e. HSF-240 and HSF-242 and plant Bioassay & Molecular detection
of transgenic plants. In DNA typing of selected genetically superior catlle &
buffalo, PCR will be done for amplification of target genomic DNA regions of
the milk proteins. Data analysis will be done 1o identify sequence of changes in
functional region of major milk protein genes.

» National University of Sciences & Technology: The major strategic vision of
NUST include to deveiop NUST into a Centre of Excellence for advanced
scientific and technological education and research, introduce state-of-the-art
technologies in academic programs and go beyond the traditional educalion
through inculcating the spirit of innovation, creativity and entrepreneurship for
the promotion of a qualitative leap in our industrial capabiiity, correlating the
national needs and to emerge as a leader in higher education and research,
tailored to our own needs.

o COMSATS Institute of Information Technology: The CHT have plans to
improve its status amongst national as well as international universities through
advancement of learning and extending the frontiers of knowledge and sharing
of this knowledge through education in academically diverse disciplines. ciT
intends to establish more Technology Incubation Centers at its campuses
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hosides already established one at Islamabad for entrepreneaurship
development and commercialization of their research outcome.

| e R T L SRS S AR e T R SRS R e G AR R SR TR e - - A A

Box 6.2: Major Targets Science and Technology 2012-13

.« Projects on installation of more Micro-Hydel Power Plants in Khyber Pakhtunkhawa @
: and Northern Areas and other parts of the country. Installation of 100 large size bio- +
: gas plants and enhancement of solar panels production facilities from 80 KW to 250
j KW. :
+ Implementation and execution of National Science Technology and Innavation Policy
2011, establishment of Science and Technology Foiicy Institute {STP1), estabiishment ¢
of Innovative Centers at Industrial clusters and development of Technology Facilitation ¥
Centers. ;

‘ » Establishment of National Capacity Building institute for water quality management in
collaboration with Korean agency (KOICA}, monitoring of 2000 water supply agencies ;
and installation of 40 filiration plants, construction af six leaky dams.

.« Project on Pakistan National Hospital Accreditation (PNHA), the legal Act of PNAC is
: under finalization. PNAG will recruit more staff in 2012.

i e DNA analysis for crime investigation, PCR based molecuiar diagnoses of dengue virus, i
DNA sequencing and crime synthesis services, research on infectious diseases like |
hepatitis and dengue virus, genetic diseases research work and projects on plant -
biatechnology.

_ « Establishment of latest high speed workstation for oceanographic and coastal hydro
dynamic studies, exploration of natural resources and implementation of projects with |
State QOceanographic Administration of China. ’

» Facilities / incubation center on concrete pipes and deep foundations for improvement h
of concrete properties, development of low cost, energy efficient building products and ;
providing support to academia to technical R&D insfitute on testing of construction £
material. g
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Country's greatest asset is its human resource. its progress and prosperity depends
on development and effective utilization of the human resources. HRD has a vital role
to play in enhancing skills and productivity for employability, promotion of investment
for maximization of employment leading to sustainable economic growth. Federal as
well as provincial governments are actively engaged in HRD activities and providing
needed training and skills to the labor force for enhancing their productivity and
employability.

7.1 Current Employment Scenario 2011-12

Pakistan is home to around 180.7 million people growing at a rate of 2.05% per
annum. Out of total popuiation, 59.3 million {33%) are in the labour force comprising
45.5 million (77%) male and 13.8 million {23%) female. Of the total labour force, 55.8
million are employed while 3.5 milion persons are unemployed, implying
unemployment rate of around 6%.

Of the total employed workforce, the majority 45% is employed in agricuiture sector,
13.7% in manufacturing sector, 7% in construction, 14.9% in wholesale & retail trade,
5.1% in transport/storage & communication and 13.3% in the community and social
services sector. Whereas, Agriculture sector absorbs 45% of total labour force, its
contribution towards economic growth is only 21%. About 84% unpaid family helpers
are absorbed in agriculture sector. Share of pubiic sector in employment is 7.5% whiie
that of private sector 92.5%.

With regard to employment status, 1.4% of the total employed are employers, while
self employed, unpaid family helpers and employees are 34.9%, 27.9% and 36% of
the employed workforce respectively. Long term trends show that the percentage of
self-employed has decreased from 42.2% to 34.86% while the percentage of unpaid
family helpers has been increased from 21.4 % to 27.89 % in overall employment
during 1999-00 to 2011- 12. This implies thal there is need to create an environment
that promotes self employment opportunities in the country because growing portion of
unpaid family helpers is worrisome and requires a policy intervention to make the
employment as decent employment. Promoting entrepreneurial skills and providing
access to small loans for setting up small businesses is one of many policy options
that Government is presently pursuing to address this issue.

7.2 Major Challenges

Some of the major challenges to create conditions conducive for generating
employment opportunities in the country are:

« Federal and provincial governments need to work in unison to achieve goals of
high, inclusive and sustainable growth, as envisaged in the Framework for
Economic Growth.

e Absence of a comprehensive National Policy and coherent provincial policies
for HRD
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» With growing population, size of labor force is also increasing and composition
of population is such that around 54 million are youth. There is need to create
enough employment opportunities 10 absorb the growing labor force, especially
the educated youth, both male and female. Promoting marketable skill
development, particularly entrepreneurial skill, among the youth and other able
bodied persons require special attention.

e Focus on new market driven skills, particularly the skills set required in markets

abroad. Unskilled and semi skilled workers need enhancing and acquiring skills

in trades and occupations that are in high demand. Acquiring multi skills by
workers is highly essential for increasing their demand and productivity.

Outdated infrastructure of public sector skill development institutions.

Dominance of informal traditional training system of “Ustad-Shagrid”.

Enforcement of labor laws and Labor welfare functions for workers in both

forma! and informal sectors. :

Social protection through social safety nets.

s Lack of gender specific employment involving women empowerment and
gender equality by addressing gender discrimination and increasing women
participation.

¢ Ineffective linkage between industry and training institutions.

o o @

L]

Employability and skill development of youth and women are areas of special concem
for the Government. These are discussed as under.

7.2.1 Youth Employment

There is convincing evidence that Pakistan has entered into the demographic
bonus/dividend phase. Fertility decline in Pakistan which began in the late 1980s or
early 1990s proceeded rapidly during the last two decades. Consequently, the share of
the working-age population, particularly the youth is rising. Because of the likely
declining trends in child dependency during the next two to three decades, there will
be relatively low burden on the working-age population. However, after approximately
three decades, the expected rapid increase in the elderly population may enhance the
old age dependency. During the phase of declining child dependency, the share of
youth in the totai fabour torce is rising. It is therefore imperative 10 utilize the youth
labour force productively to penefit from the ‘demographic gift'.

The Framework for Economic Growth gives due importance 10 youth population and
suggests innovative and entrepreneurial education for youth to solve the problem of
youth unemployment in the country. Youth population is estimated at 54 million, of
which 23.8 million are in the calegory of labour force. Out of total youth labor force,
21.3 million are employed while remaining 2.4 million are unemployed, implying 10%
youth unemployment rate which is higher than the national average of 6%. As far
employment status of youth is concerned, only 0.06 miilion are employers while self-
employed, unpaid family heipers and employees are 4.2, 106.3 and 5.2 million
respectively. In other words, youth empioyers are 0.3%, while self-employed, unpaid
family helpers and employees are 17.8%, 43.2%, 38.8% respectively, indicating that
youth employment status as employers and self employed is very low. This can be
attributed due to lack of entrepreneurship education to become emplioyers of self-
employed.

It has been observed that the youth cohort appears to lack entrepreneurship skills. The
entrepreneurial activity among youth can be increased if the students are provided with
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business wisdom, inspiraticn and motivation, either through mentarship by experts or
by stressing on the importance of business opportunities in the curriculum. Demana
driven technical education along with entrepreneurial education in curriculum is
considered as a solution to youth unemployment. To increase the awareness of and to
stimulate more interventions araund vouth issues, it is also needed to invest in youth,
especially smoothing the transition from school to work and creating more
opportunities for youth employment.

7.2.2 Women Employment

Female population constitutes 48.8% of total population but their share in labour
market is not in proportion to their share in total poputation. Only 13.8 million {23%)
fermale are in the labor force as compared to 45.5 million (77%) male. In terms of
employment only 12.6 million (22.5%) female are employed as compared to 43.
million (77.5%) million male. Unemployed labor force is 3.5 million, while female
unemployed are 1.2 million which constitute 35% of total unemployed labour force.
Female unemployment rate is 8.9%. Share of women in wage employment in non-
agriculture sector is only 10.4%. As far overall employment is concerned, only 0.02
million are employers while self-employed, unpaid family helpers and employees are
1.9, 7.9 and 2.6 million respectively. In other words, women employers are 0.14%,
while self-employed, unpaid family helpers and employees are 15.5%, 63.4%, 20.9%
respectively, indicating that women employment status as employers and self
employed is very low.

The low visibility of women in the employment sector in Pakistan is. usually
attributed fo supply side factor such as cultural restrictions, household
responsibilities and a low level of education and skills. Entrepreneurship education
along with skill development may solve the problem of femate wage employment
and unpaid family helpers. There is also need to encourage female participation in
economic activities of the country.

7.3 Framework of Economic Growth

The focus of the Framework of Economic Growth is on both employment and income
generation. On employment front, both employment expansion and activation polices
are pursued to absorb the growing labour force. The policies on Employment
expansion generate demand for labour while policies on employment activation are
main source of improving supply of labour force.

7.3.1 Professional and Technical Training Strategy

In the absence of national policy for skill development national Skill Strategy (NSS)
2008-13 of National and Vocational Training Commission (NAVTTC) is being followed
as a flagship strategy which emphasizes a shift from curricula-based to competency-
based training and to create a demand-driven training system responsive 1o
requirement of industry. It seeks to institutionalize various segments of TVET sector
and will adopt corrective measures during the process of implementation. The national
skills strategy is meant to build a skills development system that can be benchmarked
against international standards and achieve the following mandate:

s Competency Based Training
+ Enhanced Role of Private Sector
¢ Reform of the Apprenticeship System
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« Centers of Excellence

s« Encouraging Entrepreneurship

. National Qualifications Framework

« Streamlining Policymaking and system Reforms
¢ Registering and Accrediting Institutes

¢ Training of instructors

« Deprived groups including women

« Integration of Informal Economy and Workers

« Flexible Training Delivery and vocational education in schools
» Expand coverage geographically

e Career Guidance & Placement

7.4 Review of PSDP 2011-12

7.44 Financial Review

An amount of Rs 2,948 million was allocated under PSDP 2011-12 for ongoing
projects of Ministry of Professional &Technical Training. The allocated amount wifl be
spent. The project-wise detail is presented in Table 7.1.

Table 7.1 Allocation and Utilization of Professional &
Technical Training Programs 2011-12 and 2012-13
(Rs miltion)

TR R T ~UTTZo11d2. ,  2012-13

' Project’ . E?’-t(':':::ed_ L Allocation/ " Allogation
S O VA DS S D utilization_ | o o
“President and P.M Special Initiatives fo :

~ Funni Maharat and Humarmand Programs 3,993 300 ; 300

L (NAVTTC) [ — S U B
" Construction of Hostel Building Islamabad | : ;
B S S . L B

" President Program for the Care of Highly ; ' ‘
. Qualified Overseas Pakistanis (NTP) __ W R R

. Establishment & Operation of Basic ; o
;,E,céggatﬁgnﬁemm@mﬁgh09!;-?__@55)_ R 7o ,;%____.,jjz_‘cf _ i 1,000

| Improving Human Development Indicators | ‘[

' (NCHD) 8,150 1,385 1,462

| Educational Leadership and Institutional a4 0 13

. Management (ELIM) (AEPAM) ’ '

‘Financial Management & Good Governance : 1 9 12
(FMGG) (AEPAM) : |
- Setting up Computer Numerical Control ; ! :
'(ONC) / CAD / CAM Traiining Lab (NTB) s 0 . 585

- Establishment of Project Monitoring Cellin T o _u oo
iMP'!T ‘ 20.8 . 0 7.2 |
Training Programme on use of Data for I - C T
; Educational Planning & Management using 13.2 i 0 5 .
.Computer Software S S S
" Total 19075 | 2047 1 29507 |
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7.4.2 Physical Review

Physical achievements of Professional and Technical Training programs are presented
at Annexura 7.1. However, two major training programmes under President and Prime
Minister's directives along with some other major initiatives taken by NAVTTC are
discussad here. These programmes were designed to improve quality of vocational
and technical training for young men and women throughout the country. The program
target is to train, in total, 212,621 unemployed persons (47,765 under Funni Maharat
Program” and 164,856 persons under Hunarmand Pakistan Program). So far, 134,368
youth received vocational & technical training whereas 25,000 people are to be trained
in next financial year. A stipend of Rs 2,000 per month is paid to the participants.

Pregident's Fanni iaharai Frogram

Under Presidential directive, NAVTTC is establishing 130 new vocationai training
centers/institutes in 79 tehsils of Sindh, Punjab, KPK, Balochistan, AJ&K and Giigit-
Baltistan, where no TVET institute exists. This programme costs Rs 1.2 billion under
which 47,765 trainees will be trained in 2.5 years. Under this program 30,275 youth
have been trainad while 1,590 are under training. Region wise training activities under
President Funni Maharat Programmes are refiected in the Table 7.2.

Table 7.2: Funni Maharat Pogram 2011-12 &2012-13

- I 2011-12. ; R f,

G D e Lo e My e et e - 2012413

| Regon. | ARRIOYD | Tained | reining TORL | Target |
sindh 1 8400 | o985 4543 1,643
KPK . 6480 1 ¢ - 5933 i 219
AK 11,760 -l 9805 i -
 Balochistan 5460 “ps0 250 12,084
. Gilgit Baltistan 5,240 a5 1271 1588
Total | 47,765 30275 | 1590 | 31865 | 5433

Prime Minister's “Hunarmand Pakistan Program”

NAVTTC, in the light of Prime Minister Directions, has taken the initiative of offering
short-term skill development programmes of mostly up to six months duration courses
in collaboration with public and private sector training institutes. It covers four priority
sectors  including:  Construction,  Agriculture (Dairy & Livestock), 1T &
Telecommunication and Skills for Women. The other sectors include Hospitality, Light
Engineering, Paramedics, Services, Traditional trades (cottage crafts etc.) and Textile.
So far 100,338 youth have been trained and 31,865 are under training.

The geographic spread covers islamabad, Punjab, KPK, Sindh, Balochistan, AJK,
FATA and Gilgit-Baltistan. Major partners are provincial TEVTAs, Federal Ministries,
Public-sector Universities, Defense establishments and reputed public & private sector
institutes & organizations.

Region-wise training activities under Prime Minster Hunarmand Pakistan Programs are
reflected in the Table 7.3.
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Table 7.3: Hunarmand Pakistan Program 2011-12 and 201 2-13

— ey - —— — {(Nos)
| ﬂ‘e.gion‘:.r ' t’j' Ap.prov'ed' - —g'”ﬁ” Unde? PN 201?'?3:.; 1
| = A ‘ ST .Tral_ned. E Training | * Trotal___-*;_, :Ta:(_ggt :
istarmabad T oag02 . 15114 77 | 15,191 3364 |
Papo | 7ews ased4 | 0] Targee e
ﬂ?’ﬂ_ﬂ_r,_ﬁ_LEE_‘ELJ._ 22487 20 22507 2246 |
CKPK . 19333 | 14014 570 1 14,584 1 1900 |
s mee e | e o578 22
AIK e o7 | 40 L T 218
. Gilgit Baltistan 4291 1043 0 1,043 99
Total T 1e4,858 . 100,338 2,185 | 102,503 | 24941
c:{r"é;ﬁcﬁb_éf—_f_wwr o )"'_"1]"*—&_"7"1“ o 41“_‘#_'?—_ ''''''
ﬁﬁ;g‘n?”rszgéatpg istan | 212621 | 130613 | 3,755 134,368 34924
 Programs) _ | [ P N

« industry Advisory Groups (1AGSs]

. To create the missing link between industry and training providers, NAVTTC
has established sector-specific Industry Advisory Groups (IAGs) to provide
industry intelligence to TVET policymakers and training providers in the design
of skill standards and curricula. in this regard, 1AGs for five sactors; Texliies,
Gonstruction, Tourism & Hospitality, Surgical nstruments and Agriculture,
Dairy & Livestock have been established. These IAGs have developed 23 skills
standards which are currently in the validaticn process.

e Accreditation and Certification of TVET Institutions
NAVTTC has signed MoU with Asia-Pacific Accreditation and Certification
Commission (APACC), Manila under which 9 instituticns are in the process of
accreditation while 1 institute has already been accredited i.e. Construction
Technology Training institute (CTTY), Istamabad, whereas further numerous
institutes are in process of accreditation in pursuance of agreement signed with

GlZ.

s Centre of Excellence
NAVTTC and British Council have signed a Memorandum of Understanding, to
create state of the art Centres of Excellence. Under this scheme, seven
Pakistani institutes have been twinned with UK institutes.

+ Mobile Training Units & Employment of IDPs

NAVTTGC has run short-term skill devefopment projects through Mobile Training
Units to expand access of training to internally Displaced Persons (IDPs)
hailing from Swat, Maita, Buner, Bajaur, Khyber Agency, South & North
Waziristan with the cooperation of Smait Industries Development Board (SI1DB),
Ministry of Industries, Government of KPK. Under which 1,465 IDPs were
trained in Light Engineering sector, out of which 80 trainees were employed by
DESCON (Pvt.) Limited.
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¢ Establishment of VT Centers
125 new Vocational & Technical Training Centers have been established in
uncovered Tehsils of the Country. These newly established centers are
successfully imparting trainings to the underprivileged and soctally excluded
groups.

« Online Monitoring and Evaluation System
NAVTTC has developed online monitoring system to maintain database of
irainees and record of NAVTTC funded prgjects. The system is installed ai
NAVTTC headquarter and equally accessible by its Regional Directorates. It
generates a Bar-coded cerlificate that is awarded to successful trainees of
NAVTTC to obwiate forgery in certification.

7.5  Outlook for 2012-13
7.5.1 Employment Projections

Based on past average population growth and increase in the labour force participation
raie, labour force would grow by 3.5% indicating approximately 2 million new jobs
would be demanded in 2012-13. As prevailing employment elasticity is 0.5,
approximately 7% GDP growth would be required to absorb the growing labour force
and to maintain the unemployment level of 2011-12. Policy initiatives and development
programs to enhance skills and generate additionat empioyment are discussed.

7.5.2 Financial

An amouni of Rs 2,880 million has been aliocated to fund 10 proposed projects of
Ministry of Professional and Technical Training for PSDP 2012-13 including Rs 300
million allocated to National Vocational & Technicat Training Commission (NAVTTC) to
fund 134 development projects including 90 ongoing programs at estimated cost of Rs
3,993 million costs. The project-wise allocation details are at Table 7.1.

7.5.3 Physical
Employment Promotion Policies

The Federal Government has initiated a number of programs to increase the
employment through an effective HRD system. These programs includes National
Internship Program, President’s Rozgar Program; Credit for Ssif Employment by
National Bank of Pakistan (NBP), Enhancement of Residential Facilities by
Construction of One Million Housing Units, Doubling of Lady Health Workers to cover
Kachi Abadis, Raising of Minimum Wage from Rs. 6,000 to Rs 7,000 and Pension of
workers, Establishment of National Vocational Technical Training Commission
(NAVTTC), Benazir Income Support Program (BISP) and Restoration of Trade Unions.
The Government of Pakistan together with Employers’ and Workers' representatives
with technical support of ILO is implementing a “Decent Work Country Program
(DWCP)” in ail provinces. The main objectives of the programs are as follows:

e Promote decent employment in which international labour standards and
workers’ fundamentai rights go hand in hand with job creation.

» Place employment at the center of economic and social policies at the global,
regional and national levet.
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« Through the creation of productive employment, improving the lives of millions
of people who are either unemployed or whose remuneration from work is
inadequate, and provide them opportunity and their families to escape poverty.

« lmprove earnings, productivity and living standards of working women and
men, especially of the working poor; and

. Ensure that the benefits of economic growth reaches those sectors where
poverty is most concentrated, urban informal economy and the rural areas,
especially landless labour and small tenant farmers.

New Policy Initiatives/Reforms

o After devolution revision of Laws, Acts, Charters and Regulations cf all
attached departments including National Vocational and Technical Training
Commission (NAVTTC}, Academy of Educational Planning and Management
(AEPAM), NTB, and PMI is being considered o align the same with the
functions of the Ministry.

« Ministries will collaborate with private secior on innovative ideas . HEC and
NAVTTC would work out to introduce ‘incubation Centers' in collaboration with
SMEDA & Intet for all universities and TEVT training institutions under their

control.

The nature of some other ongoing federal programs along with targets of skill
development programs to be achieved in 2012-13 is refiected in Annexure 7.1.

Punjab

In the light of the approach adopted in the new Framework for Economic Growth the
government of Punjab is undertaking various poficy measures for Expansion of the
vocational training and employment promotion programs to cover all districts. These
programs will be launched at a district level and will be executed through TEVTA-
Punjab, Skill Development Council (SDC), Punjab Board of Technical Education, and
Punjab Vocational Training Counci! (PVTC).

Punjab Youth Policy also emphasizes on 'youth for labor development' with a view 10
augment youth employment rate, address gender gaps In labov market, focus
management positions for young women and reducing spaces between job market

and potential empioyees.
The implementation strategy is as under:

« Mapping of skills and demands of muitiple sectors in the job market.

« Establishing a program for cerfified and standardized technical training for
literate and illiterate youth.

« Encouraging youth in promotion of local crafts particularly women.

« Assessment of requirements and capacity of skills development facilities in the
province.

« Assign high propriety 1o promoting Technical Education in the province. A
crash program to impart technical education to unemployed educated youth
and provide micro credit to them so that they can become self empioyed.

« Soliciting funding through public/private coilaboration for HR management.

» Fully activating the concept “Employer on Line” and “Job on Line”.
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The Punjab Government has also intiated project of self-employment generation
under which loans worth one billion rupees would be given to the youth to help them
stand on their own feet. The skilled youth would be given preference under the
scheme and the upper fimit of loans would be Rs 50,000 in order to generate self-
empleyment, job opportunities as well as promotion of economic activities.

Sindh

The Government of Sindh has set a new direction to revamp the existing service
structure of the technical education and instead of following the policy of hiring officials
on contract basis; new blood is being poured into the system to give a fresh air to the
frail services structure of the Sindh technicai education and vocational training
department. The Government of Sindh has also introduced mulliple technical
education and vocational training programs under Benazir Bhutic Shaheed Youth
Development Program (BBSYDP) to do away with the menace of unemployment. The
Program aims to provide opportunities for shori-term  employment and skill
development to approximately 100,000 semi-literate and educated unemployed youth
in Sindh for a period varying between 3 months to one year.

Government of Sindh is planning to launch a similar program for Youth with World
Bank grant of $2.7 miliion (Rs 234.7 million) under Japan Social Development Fund
(JSDF) for emergency training of youth. The program aims at to provide employment
opportunities for vuinerable jobless youth ranging from under metric to post-graduate
level. The project wouid be implemented through Benazir Bhutto Shaheed Youth
Development Program. This will address issue of poverty and unemployment through
Human Resource Develcpment in Province.

Sindh TEVTA started Entrepreneurship Education in TEVT Institutes with [LO Support.
Skilled young women and men of Sindh will be further equipped with entrepreneurial
skills to start their own small businesses. Technical Education & Vocational Training
(TEVT) Institutes of Sindh will start imparting entrepreneurship courses starting next
year. in order to provide young people in Pakistan with greater entrepreneurial
awareness, the ILO in partnership with national and provincial Technical / vocational
training institutions, is introducing relevant ILO tools for enterprise development into
the curricula of technical and vocational training centers. Sindh TEVTA and SMEDA
are going to work together on promoting a culture of seif-employment.

Khyber Pakhtunkhwa

The government has prioritized KPK, FATA and other neglected areas and given
special importance to it. Numbefs of Technical institutes and students have
significantly increased in 2011-12. At present, 108 technical institutes have been
estabiished in various Colleges of Technology, Polytechnic Institutes, Colleges of
Commerce and Management Sciences, Technical and Vocational Centers (TVC),
Advanced Technical Teacher Training Centers, Technical Teacher Training Centers,
and SDC.

These institutions are actively involved in carrying out Technical and Vocational
Training and Skill Development Programs {o achieve the mandate of training of 5,461
personnel in various market oriented trades.

There is a sizeable Technical and skilled and unskilled labor workforce from the
province in the gulf state. if KPK government modernize the standards and improve
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the quality of TEVT institution, the supply of labor workforce can be increased manifold
in future. Keeping in view the demand driven nature Rs 1,235 million were atlocated for
n011-12. However new training programs would be implemented out by KPK
government 10 get inclusive growth impact in line of FEG.

Ralochistan

Knowing the importance of technical education for the progress and prosperity of a
nation, the Baluchistan Governmert approved Technical Education and Vocational
Training Bill in 2011 with a view to devise and review policies in the light of guidelines
issued by the NAVT EC to evolve strategy for developing technical education,
vocational training and empioyment in general and to coliaborate with the sources of
labour market information with a view to assess tuture training needs on continuous
nasis, hoth local and foreign.

Department of Education and Depariment of Labor & Manpower deal with TEVT in
Balochistan. gajochistan's TEVT sub sector comprises of two polytechnic-one for
women established under Technical Education Project (TEP)-with over 1000 students
(about 500 women) and about 130 teachers; and 11 Technical & Vocational Training
centers (TVTCs) with ahout 1300 students, with fmited numbers of TVTCs for women.
Opportunities in the local labor market are limited and Balochistarn has been less
successful than the other provinces in assessing the ‘nternational job markets due 10
low participation rate in general aducation, low completion rates at primary and
secondary levels and limitad involvement of the private sector in the economy and
educational provisions. '

Balochistan needs to increase invesiment in education and TEVT. To reduce poverty
and generate employment Government of Pakistan is working to develop skiiled
workers and genetrate empioymerit especially in small and medium enterprises (SMEs)
using indigenous natural resources. Besides government has accorded high priority to
Balochistan in 7 NFC awards and initiated Ahaze Hagood-e- Balochistan package 10
remove disparity and accommodate deprived region.

The province has & high unemployment rate, existing job opportunities often are
unfilled due to lack of trained personnel. International job opportunities are increasing
for skilled workers, especially it Middle Eastern and South East Asian countries. To
prepare waorkers for both national and international requirements, efficient TEVT is
urgently needed. After 18" amendments provincial Government of Balochistan (PGB)
is under process of conzolidating and strengthening TEVT programs and arranges
additional investment to make responsive and competitiveness that would help tO
improve the prospecis of TEVT trainers to seek empioyment of self-employment.
TEVT system is supply driven and needs 10 develop mechanism 1o respond to market
needs. At present different government agencies, Aslan Deveiopment Bank (ADB),
and private institutions are responsible for provision of TEVT programs. However,
devolution and PGB's plan 1o consolidate TEVT coordination offer an opportunity 10
enhance the organization of TEVT programs. PGB will adopt two-pronged strategy

« improve geneval education as a prionity, focusing women and rural areas.
. Provide selected support 10 training programs to impart employabie skills to
youth.

In addition, there are several challenges fike weak institutional capacities, fow internal
and external efficiency, and weak linkage with tabor market needs, limiled access to
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and option tor TEVT, poor quality of examiners and limited rofe of public sector. These
chalienges and constraints require immediate steps to be taken at provincial levet in
order to pave the way for effective implementation of Pakistan Economic Growth
Strategy in true spirit.

Azad Jammu and Kashmir

The majority of Labour force is located in rural areas and has little basic education and
vocational training, which eventually end up with low paid employment. With high
unemployment, job creation is an integral part of AJK’s socio-economic development.
Actions are being taken to produce both short- term and long-term employment
opportunities. Vocational and other training opportunities will provide the people of
AJK, particularly women and youth, with productive skills to meset current job skills
demand, identify new business opportunities and help enterprises to grow. The
manpower export to Middle East and Western countries is apparent; however, there is
a significant mismatch of skills in labor demand and supply.

The government of AJK has identified two key sectors with immediate employment
and economic potentials. Critical to vocational fraining and education is the knowledge
of international and local labour markets to ensure that only employable skiils are
taught and align training with potential sectors for growth, both locally and globally.

The AJK government has set up AJK TEVTA to bridge the capacity gap and to launch
a crash vocational training program to betier equip youths in overcoming the future
challenges investment in infra structure development and governance could lead fo
poverty alleviation, employment generation and socio-economic uplifts of people.
During 2011-12 skilled development training has been provided to 1,650
women/destitute. Credit facilities for SMEs by subsidizing markup have been provided
to some 4,465 beneficiaries. In addition, 44 skill development centers have been
established. These programs will continue during 2012-13.
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Annexure 7.1

Physicat Achievement and Targets of Skill Deveiopment Programs 2011-12

" project

. President  and PM Spec:ai
nitiatives for Funni Maharat
' & Humarmand Pakistan

] Prograrnmes NAVTTC

Constructlon of Hostel

uildings for 100 Persons in
NTB Compiex, tsjamabad
(NTB)

Presudent s Program for the
‘ Care of Highly Guatified
OverSeas Pakistani (NTP)

“Establishment & Operation of |
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Direct and indirect contribution of Agriculture to overall growth and well being of the
people is still significant. It contributes one-fifth to GDP and two-fifth to employment in
the country. It provides food and fiber for personal consumption, inputs to various agri-
based industries and output for export helps in foreign exchange earnings.

8.1 Strategy

Government of Pakistan has adopted a new growth strategy that is thematic based,
relying largely upon policy shifts, institutional efficiencies and economic reforms. The
Framework for Economic Growth (FEG) 2011 envisages growth in agriculture by
enhanced agricultural productivity, improved sector governance, sustainability of the
system, reduction of volatility and augmenting competitiveness in agricultural
markating and trade, and improvement of the investment climate in the sector. Within
the scope provided by the FEG, role of agriculture sector is briefly described below.

¢ Policy Reforms
Subsidies, rent seeking approaches and governmental control over agricultural
affairs generally restrict agriculture business to become competitive in line with
the concept of free market. Policies such as seed, fertilizer, irrigation water
pricing, electricity subsidies, food subsidies, release stocks, food procurement,
support price, import tariffs and export controls would be reviewed and
improved under the guidelines provided by the Framework for Economic
Growth. Govermnmental rote would shift from active player to a facilitator and
regulator. This policy shift will help reduce the public burden and enhance

economic activity by providing better opporttunities to the private sector.

s Sector Governance, Institutional Reforms and Innovations

After necessary restructuring, the national agricuitural research system would
be having better service structure, focused research, avoiding duplication and
enhanced coordination. This will bring innovations in agriculture and uftimately
the commercialization of technologies. Agricultural policy analysis capacity will
be enhanced to have knowledge based decision making in economic plarning
and efficient resource allocation. There will be efficient public sector institutions
resulting in better service delivery. All stakeholders will be involved in planning
process by adopting demand driven and bottom up development approach.
High social capital will be formed to promote participatory asset management.

« Agriculture Productivity and Food Security
The utilization of advarniced technologies, improved input availability and use
efficiency would result in high crop and animal productivity, increased
production of high value horticulture, fisheries, and dairy products. This will
result in accelerated growth rate, higher incomes, betler employment
opportunities, ensured food security and higher exportable surplus.

¢ Agriculture Marketing, Trade and Competitiveness
Agriculture market infrastructure will be improved and commodity exchange
markets will be established. To make the agriculture business more
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competitive, agricuiture markels neads to bs deregulaied 10 promote  private
secior participation and 1o attract investment in developing supply chain,
modern slorage and warehiousing facilites. Compliance of international
standards and certilication of agricultural commodities and products for export
will be focused o access the high anid markets. The interventions will yieid o
enhanced compstitiveness, Ppr ductivity and efficiency.

e System Sustainability
To keep the system suslainable for future generations, agriculture system
rosources such as soil, water and air needs to be preventad from degradations
by developing and utilizing resource conservation technoiogies. The bictic and
a-biotic stresses have to be managed effectively. This will not only improve the
farm profitability but alsc ncrease resource availability and efficiency on
sustainabie basis.

Consequent upon the devolution of Ministry of Food & Agriculture and Ministry of
Livestock and Dairy Development, their development proiecis were divided into three
categories i.e. devolved 1o provinces, iransferred to other federal minisirles and ciosed
down owing to near completion of complaetion. A new ministry namely Ministry of
National Food Security and Research has been established assigning critical federal
level functions of the devolved ministries {3ox 8.1).

8.2 Review of 207 1-12 and Outlook for 2012-13

Agriculture secior achieved a growih rate of 3.1 % againsi targeted 3.4 %o for the yeat
2011-12 {(Table 8.1} Wajoi Crops performance vwas satisiactory despite poor
coniribution by wheal. Good crop harvest of cofion, sugarcane, rce and maize
however compensated wheat production loss. The performance of livesiock was alsc
recorded up to the mark. There was negalive giowth in minor crops that probabiy
became the major reason for missing targets in agriculture. The fisheries and forestry
sectors also could nol abte to achieve their set targets. Keeping in view the present
pace of growth and development of the sector, a growth rate of 4.1% bhas heen {ixed

for the year 2012-13.

Table 8.1: Growih Rate of Agriculture Sector

(%

Tem | 201001 T ez 1 o112 201243
Lo hcwal | “faromt | Achievement | Sharein GDP Jarget -
NaorCrops | 02 | 80 ST T T Ter T a0
orceps |27 L 20 G T T e as
Gk T a0 A T a0 e 42
Fisheres | 19 BT S R S B F R |20

| Forestry oh o T e L oz 20

| roricutare |24 | 34 81 T T Ay e

Source: Pakistan Bureau of Statistics and Planning Commission
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After davohiion of Marustry of Food and Agdculture the government reviewed the situation
and felt the need of ministry at federai ievel. So a new ministry by the name of National
Food Security and Rssearch was established in Ociober 2011, Following functions have
been given to this new Ministry.

« Economic coordination and pianning in respect of food, ecoromic planning and poiicy
making in raspect of agriculiure.

+ Imports and gxports control on food graine and foodstuffs, inspection, grading, analysis
of food grains and foodstuffe, maintenance of standards of quality for import and export «
and inspaction, handiing, storage and shipment of rice exports. '

e Coilection of sialisis rsgarding production, consumption, prices, ¥npoiis and exports
of food grain

o Coordinalion will aid and assistance agencies in respect of food sector.

e Pakistan Agrcultural Research Councl! and other federal agriculture research
organizations.

¢ Food and Agriculture Organization (FAQ) of United Nations in respect of food.

¢ Plant protestion, pesicide import and standardization. aerial spray, plant gquarantine
and locust control in e inferational aspect and maintenance of locusts warning
crganizations.

e« Federal seed cerlification and registration.

¢ Standardization and import of fertilizer.

« Procurement of food grains, including sugar: from abroad; for federal requirement; for
inter-provinciai supplies; and for export and storage at ports.

¢ Grading of agricultural commodities, other than food grains, for exports.

«  Agricultural Policy Institute and PASSCO.

« Preparaiion of basic ptan for bulk aliosation of food grains and foodstuifs.

e Price stabilization by fixing procurement and issue prices including keeping a waich .
over the price of food grains and foodsiuffs imported from abroad or reguired for export -
and those required for inter-provincial supplies. :

« Amimal quarantine departments, stations and faciiities located anywhere in Pakistan, :
National Veierinary Laboratory, islamabad, Laboratory for Detection of Drugs Residues -
in Animat Products at Karachi.

» Veterinary drugs, vaccines and animal fead additives: Import and export; and
Procurement from abroad for Federal requirements and for inter-provincial supplies.

e Livestock, poultry and livestock products; Import and export; and Laying down national
grade.

« Pakistan Dairy Development Company, Livestock and Dairy Development Board,
Fisheries Development Board.

Sou_r_ce: Cabinet Division__. SRO 1 €38m8{%'| 2011. December 09, 2_011

The achievements of agriculture sector may be cunsidered satisfactory in the situation
of natural calamities causing high losses to agriculture production during outgoing
year. Heavy downpours of 2011 monsoaon inunda-ed country’s arable beit for a second
consecutive year particularly in Sindh by damaging crops, livestock and infrastructure.
The intensity of the damages was high in lower Sindh. More than half of total area
under cultivation was damaged. According to esitmates, the area under cotton, rice,
sugarcane and chilies was damaged by 75, 26, 34 and 98 percent respectively.
Besides this, heavy losses were also incurred to vegetables, livestock and orchards
especially banana.
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The contribution of agriculture towards GDP has been worked out at 21.1%. Within
this, Crop sector contributes 41.7% and livestock 54.9%. The share of fisheries and
forestry remains 1.8% and 1.1% respectively. Along with structural transformation of
economy, the reiative contribution within agriculture is tilting towards livestock because
of its resilience against vagaries of the weather and being source of tivelihood for large
landiess rural peasantry. Sector wise performance and future prospects of agriculture
are discussed below.

8.3 Crops
8.3.1 Production of Crops
Major Crops

In Pakistan there are two major crop growing seasons, Kharif and Rabi. Rice,
sugarcane, and cofton are important Kharif crops while wheat is the only major crop of
the Rabi season. Maize is grown in both seasons.

Wheat

Wheat, being the staple diet of population, occupies a central position in agricultural
palicies of the government. Wheat accounts for two-third of national cereal production,
and is the most important contributor to overall food security, providing 60 % of the
carbohydrate and protein requirement to an average Pakistani. The production of
wheat crop for the year 201 1-12 is expected to be 23,517 thousand tonnes - 5.9% less
than the target of 25,000 thousand tonnes and 6.7% less than previous years
production of 25,214 thousand tonnes. The wheat season started with 2 .6% less area
sown in 2011-12 compared to previous year because of late harvesting of cotton crop
and low residual moisture as the early winter rains were inadequate at the star of Rabi
season. Other reasons for low production like long low temperature in winter,
protracted period of below normal rains, floods in Sindh, reduced availabifity of
fertilizers and irrigation water also contributed.

Bad weather i.e. rains and srong winds causing lodging during the terminal days of
wheat crop may further reduce the wheat output. At the present level of production
about 27 million tonnes wheat would become available in the country with the
carryover stocks of 3.4 million tonnes. The wheat outlook appears comfortable from
the food security point of view as the domestic demand has been around 24.3 million
tonnes. It provides sufficient exportable surplus stock to gxplore any international
market including wheat deficit neighboring countries like Iran. Government has
decided to purchase a quantily of 7.7 million tonnes from 2012 wheat crop with
estimated finances of Rs 210 billion at support price of Rs 1050/40 kg. The prevailing
conditions suggest fixing target of next season wheat production at 25.5 million tonnes.

Rice

After wheat, rice 1S an essential food commaodity for masses in Pakistan. it is also a
valuable source of foreign exchange earnings for the country. During 2011-12 the
production of rice was recorded as 6,160 thousand tonnes compared to 4,823
thousand tonnes for the year 2010-11. Thig better performance may be attributed to
8.7% increase in area, favorable weather conditions, and better seed availability.
Pakistan usually exports 2/3¢ of its production. According to Rice Exporters
Assaciation of Pakistan, 3.025 million tonnes (0.7 miflion tonnes Basmati and 2.3
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million fonnes coarse rice) has been exported from July 2011 to March 2012 against
the target of 4.0 million tonnes in year 2011-12. It is expected that the target will be
achieved with estimated foreign exchange earnings of US % 3 billion. For the coming
year, a production target of 6.¢ million tonnes has been fixed.

Sugarcane

Sugarcane crop occupies an important place in national economy for driving the large
sugar industry. Besides food products it provides raw materials for chipboard, paper
and ethano!l. The production of sugarcane for the year 2011-12 was around 58,038
thousand tonnes, 0.8% high compared to the target of 57,580 thousand tonnes. It
surpassed the last year production of 55,300 thousand tonnes by 4.9% mainty
because of 5.2% increase in area sown. From this crop size, a production of about
4.67 million tonnes white sugar have been estimated by the Ministry of Industries. At
start of 2011-12 market year, over one million tonnes sugar stock was available in the
country. On the request of the PSMA, Government intervened in the market to settle
the liquidity issues and purchased around 0.45 million tonnes of sugar through TCP to
supply to the public sector Ulility Stores at subsidized rates. Furthermore to improve
sugar industry’s cash flows and ward off a possible glut in the matket, a quantity of 0.1
million tonnes was allowed to export. Keeping in view the domestic demand of about
4.5 million tonnes, production and stocks, a better supply is expected in 2012. It is
generally reviewed from the outgoing crushing season that the Sugar Mills should be
pursued to initiate timely sugarcane crushing and payment to the farmers, so as to
promote more cuitivation for the next season and achieve sugarcane production of 59
miffion tonnes.

Cotton

The economy of Pakistan depends heavily on cotton production. Despite damages to
cotton crop by rains and floods in Sindh during 2011, the production of cotton crop
surpassed the target for the year 2011-12 due to betier crop from Punjab. The
production of 13.6 million bales against the target of 12.8 millicn bales resuited in
increase of 6.3 % against the target. The major reasons for good crop performance
were corresponding increase in the area (5.2%) in the back drop of unprecedented
high fint prices in 2010-11, favorable weather conditions in Punjab, comparatively less
attack of cotton leaf curl virus and cotton mealy bug, avoidance of other pests by early
sowing, increasing share of Bt-cotion, favorabie weather and better management
practices. Due to good harvest of cotton, issues of low pricing in local market emerged
which were dispelled soon due to continuation of free market policy by the
government. Bale weight issue remained in limelight as ginners bale weight was
reported less (>160 kg) than standard weight of the cotton bale {170 kg). This has
heen creating discrepancies in total production estimates in Pakistan in 2011-12. With
the output of 13.6 miilion bales, it is expected that textile industry will not only meet its
requirements but also export over a million bales of raw cotton in international market.
Keeping in view the impact of high tech. Bt. Technology, a production of 14.5 million
bales of cotton can be anticipated in year 2012-13 subject to escape from any natural
calamity.

Maize
Maize, one of the important major crops, performed extraordinarily better with the

production of 4,271 thousand tonnes against the target of 3,656 thousand tonnes and
previous year's production of 3,707 thousand tonnes. The achievement may be
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attributed to increase in area sown (11.2%), use of high quality hybrids and improved
production technologies. Since this production was unusually high so target for
2012-13 has been increased 00 much and fixed at 4.3 million fonnes.

Minor Crops

The minor crops accounted for 17% towards agriculture while their contribution in
overall GDP was around 4.3% in 2011-12. Contrary to the major crops, the
performance of minor crops was less than the anticipated targets. The production of
gram for the year 5011-12 was 281 thousand tonnes against the target of 676
thousand tonnes. The unsatistaciory performance of this impoitant puise crop was
because of bad weather during the crop ssason. Simiiarly the production of onion was
recorded at 1,640 thousand tonnes compared with 1,872 thousand tonnes target and
5010-11 achievement. The reduction in this crop was atiributed 10 14.9% decrease in
area sown. Among oilseed crops, the production of sunflower remained 55.7 % less
against the target of 559 thousand tonnes mainly because of 26% reduction in area
sown. The poor performance of one of the major oilseed crop is expected to put more
pressure on already higher edible oil imports. However, the output of potato that is
4,104 thousand tonnes has surpassed the target of 3,328 thousand tonnes and also
2010-11 production of 3,492 thousand tonnes. Crop performances along with targels
tor 2012-13 are given in Table 8.2.

Table 8.2: Crop Production Target and Achievement

(000 Tonnes)
Coa” 2010-11 | 201112} 201412 ey fgﬁﬂsggﬁg 51 2012413
Myt Sl 1. SFar S0 ie 1 I Asle Uo7 -
I S i T?;get__.‘ i_f Ehlevemen < Actuali | Targét mrg_et__ i
Wheat | 25214 | 25000 | 23,517 67 | 59 . 25500
Rice 4,824 | 6813 6,160 277 | 88 | 6,900 |
Sugarcane | 55,309 | 57,580 58,038 49 0.8 | 59,000 |
Cotton _ L 5 ;
ey | e e | e | T L R
Maize | 8707 | 3686 | 427 152 | 168 | 4500
Gram 496 | 676 | 291 -41.4 570 | 650
omon | 1940 | 1872 | 1840 . T80 ~ 424 2000
Sunflower {04 | 559 | 247 38.8 ‘557 | 650 |
Sobto | 4oz | Baes | 4i0a | irs | 288 | 4150

Source: Pakistan Bureau of Statisties and Planning Commission.
8.3.2 Agricuitural Inputs

Fertilizer

Soil fertility is continuously depleting due to mining of the essential piant nutrients from
the soils under intensive cultivation and imbalanced use of fertilizers. During 2011-12,
the off take of nitrogen (N) decreased by 0.1%, while the use of phosphate {P) and
potash (K) declined by 19% and 31.3%, respectively compared with 2010-11. This
trend had further widened the already existing gap in balanced nutrient application
which has been recorded in terms of NP ratio at 5:1 against desirable 2:1. On overall
basis, the ferilizer off take in 2011-12 was 4.1% less as compared 1o 2010-11
achievements and 7.5 % less against target. The decrease in use of P and K may be
attributed to their high prices and less farm profitability due to low commodity prices in
the local market. Detail is given in Table 8.3.
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Table 8.3: Fertilizer Off-take, Target and Achievement

-

(000 Tonnes)
% change over . |

o . — RS ——

1 ﬁu-tﬁént 11 2010-11 20111? 2011-12 1— T po117s | 2012-13
s Actual " Target | Achievement | “ctuai_ | Target | M9
INitogen | 8133 8211 “siz9 L0126 | 3409
Phosphate . 767 | 830 | 621 . 490 . 252 1 789
Cpotesh | s 89 % 813 436 | 26
Total | 3932 . 4080 | 3772 T a0 a5 4174
Urea | gioe | €200 | 8900 1 24 48 1 6200

| DAP o isoo | 1100 | -154 | 267 | 1500,

Souice: Nafional Fertiizer Development Center, Pianning Commission

Pakistan has sufficient capacity for urea production. However due to energy crisis, less
supply of gas was available to the usea plants resulting in underutilization of plant
capacity and less production. To fifl the supply demand gap about 1.5 miliion tonnes of
urea was imported during 2011-12. The price of urea in international market was
almost two times that in Pakistan because of provision of heavy subsidy. Subsidy on
imported urea was around Rs 51 billion in 2011-12, Almost an equal amount was
calculated on subsidized gas supplies to fertilizer manufacturing plant in that period.
Energy situation is still not satisfactory indicating need of continuous import of urea in
2012-13. it has been proposed to import 0.6 million tonnes urea for 2012-13 and half
of this quantity has already heen agreed upon. A target of 4,174 thousand nutrient
tonnes off take is projected foi year 2012-13 to achieve the crop production target.

Agricultura! Credit

Total agriculture credit requirements for 2011-12 have peen estimated at Rs 750
billion, which has worked out to be 60% of the total financial requirements for
agriculture sector of the country. Farm sector would need Rs 642 billion (86%) while
the requirements of non farm sector are Rs 108 billion (14%). Keeping in view the
available capacity and past performance ihe Agricultural Credit Advisory Committee
(ACAC) has fixed target of Rs 285 billion for the year 2011-12 as compared to Bs 270
billion, 5.6 % higher than the target of 2010-11 and 8.4 % higher from actual
disbursement of Rs 263 billion. To streamiine microfinance lending to agriculture
activities and particularly to small and marginalized farmers, five major MFBs namely
Khushhali, NRSP, Tameer, Pak Oman and First Microfinance have been included in
existing system of altocation of indicative target and has been given an indicafive
target of Rs 12.2 billion for 2011-12.

Agricultural credtit disbursement by banks surged by 17 % on year-to-ysar basis to
Rs 197.4 biflion in ihe first nine months (July-March) of the current fiscal year
(2011-12). In absolute terms, disbursement of credit to the agriculiure sector increased
by over Rs 28.7 billion in Juty-March, 2012 as compared to total disbursement of
Rs 168.7 billion in the same period of the last fiscal year. All financial institutions
involved in the agriculture loaning are actively pursuing the SBP priority for agriculture
sector supported by various SBP initiatives. Keeping in view the performance of nine
months it appears that the fixed target will certainly be surpassed in year 2011-1 2.

Recent climate change and resuiting floods in the region have spurred the need for
banks to develop a comprehensive agricultural finance policy for settlement,
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rescheduling and restructuring of loans of affected borrowers in addition to provision of
fresh credits for rehabilitation and revival of economic activities in affected areas.
Responding to it, the SBP has launched a Refinance Scheme at discounted rates of
8% coupted with Credit Guarantee Scheme for ioss sharing of banks up to 40%.

Crop loan insurance scheme is already in place and doing well. Deliberations are
going on to introduce National Agriculture Insurance Scheme in Pakistan. Presently
the recommendations are under consideration by the govemment and other
stakeholders. The Sindh Bank has introduced Benazir Zarai Gard Scheme to enhance

its outreach and bring convenience 1o farmers.
improved Seed

Agriculture research system is the main source of advanced high yielding crop
varieties in Pakistan. The systemn contributions are praiseworthy; however, the
replenishment of genetic material did not appear io keep the pace at previous level
because of variely of reasons in recent past. improved seed requirement is increasing
consistently. Despite preésence of over 700 seed companies in business, the
requirement of seed remained unmet over the years. Efforts had been made at various
jevels to attract foreign investment and technology in seed business but outcomes
remained fargely unfruitful because of non existence of direly needed legisiations and
regulatory framework. It is reported that spurious cotton seed is generally being
distributed which have very low Bt. toxin. It is necessary to check this trend.

Cotton seed requirements for the country are around 40,000 tonnes. Public and private
sector seed agencies distributed about 29611 tonnes of cotton seed in 2011-12 in

Bunjab and Sindh, which was 74 % of the requirements. Major portion of it was Bi.

Cotton (75%) mainty distributed by the private sector (96%). The high use of improved

cotton seed may be attributed to high cotton prices during last season {2010-11). Rice
seed distribution during 2011-12 remained around 28,895 tonnes against 22,257
tonnes of the previous year. About 17.9% of rice seed was imported hybrid. The cotton
and rice seed distribution have been increasing, but still fess than the requirement of
40,000 and 42,480 tonnes respectively. The distribution of maize seed during 2011-12

remained around 9,093 tonnes (81% imported hybrid) against the requirement of
31,914 tonnes. The distribution for the previous year was 9,391 tonnes. The
distribution of pulses seed for 2011-12 was around 1,285 fonnes against the
requirement of 50,955 tonnes. The distribution for the previous year was only 1,251

tonnes. Low distribution of puises seed is one of the impediments of low pulses
productivity and reliability on imports. The distribution of vegetable seed during
2011-12 remained around 6,775 tonnes against the requirements of 5,070. However,

the distribution for the previous year was 3,981 tonnes. A large part of the vegetable
seed was imported (88.7%) in 2011-12 for commercial and tunnel farming. The fodder
seed supply was less in 2011-12 compared fo 2010-11 and over 90% of it was
imported. During the year 2011-12, 30 varieties of different crops were approved
including Wheat 5, Cotton 17, Gram, Mungbean Canola and Sesamum 1 each, Oat 2
and Qlive also 2.

it is evident from the Table 8.4 that there is a big gap betwsen requirements and
distribution of seed for ali crops in Pakistan. Public sector is performing well in major
crop seed business. It is however the insufficiency of the seed business companies to
meet the demand. To improve the situation, the private sector has to come up for
bridging the gap between supply and demand.
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Table 8.4: Improved Seed Requirement and Distribution

R — S . _.(000 Tonnes).
Ciop: o b OO e 2011-12. 1 201248
piThe - T0 Requirement Distribution - Requirement | Distribution | Requirement _
| Whaat 40854 | 3168 1 10854 2957 1085.4
: Cotton 40.0 125 40.0 296 40.0

Paddy 38.9 222 425 28.9 42.5

(Maize 1. 812 G 94 819 ... 90 ., 319 .
 Pulses 47,1 1.3 : 50.9 18 809
| Oilseeds 1 32 2.3 4.0 072 40
 Vegetables | &1 se 51 |88 50
{Fodders | 40.1 11.8 407 63 401
Potato | 3727 7.8 378.0 441 3780

Source. FSCARD, Ministry of National Food Security and Research.
Irrigation Water

Being the lifeline of all agricultural activities, water is very crucial to achieve the
agricultural growth targets. Despite strenuaus efforts the water availability is either
stagnant or dwindling. Although several water storage projects are under way but
owing to their gestation period, no significant addition has been made in water
availability in the country which is widening supply demand gap. During 2011-12 an
amount of 137.1 MAF became available by the contributions of both water sources i.e.
surface water 86.9 MAF and ground water 50.2 MAF against estimated availability of
140.5 MAF. The main reason of the low availabiiity was decrease in contribution by
ground water because of high diesel and electricity prices. Below normal temperature
in April and May 5012 slowed down the glacier melt process thus further squeezing the
surface water supply for Kharif season crops of 2012. Keeping in view the
developments in the water sector, around 142 MAF water would become available in
2012-13 for agriculture use.

The agriculture sector is a major consumer of energy in Pakistan, particularty for the
extensive tube well network across the country. About one fourth of the existing tube
wells use electricity for operation, whereas remaining three forth are dieset fuel
operated. In both categories it is becoming increasingly expensive to keep them
functional as most of the pumps operate at only thirty percent efficiency. Frequent
increases in electric power tariff and price of imported diesel are augmenting the cost
of crop production. There is a need to invest in alternative energy sources and high
efficiency irrigatian system to sustain the irrigated agricufture of the country.

Plant Protection

indiscriminate use of pesticides resulted in problems like the disturbance of the agro-
ecosystem, development of resistance by the pests, emergence of new pest specias,
human and animal health issues, as well as environmental degradation and
contamination of water supplies. In Pakistan, cotton is a main crop which is used to hit
by various types of pests. To manage these pests 14,613 tonnes of different pesticides
were made available in the country during 2011-12, out of which 5,010 fonnes were
imported while 9,603 tonnes produced locally. Against the availability, a quantity of
12,420 tonnes was used during 2011-12 showing a major cut in use as compared to its
highest use of 129,598 tonnes during 2004 and the following years. In year 2011-12
the size of cotton output, despite heavy losses in Sindh province had shown that pest
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tlare up remained unader conirol. The field information suggested that due 1C increase
in Bt. coiton cultivation, the issue of boll worme (American, Pink and Spotied) nhas
come under controt shifiing issue to sucking peste like whitefly, jassids, thrips, meary
bug and mites. In that situalion, the use of pesticides effective against sucking past
has increased compared to boll worms. The cotton leaf curl virus remained a
concurrent issue and shail continue o be the most pursued topic for research in
various cotion research institutions in years o come.

Agricuttural Mechanization

ract n the country has been suffering badly because of the energy
anstraints Arcund 20,521 tractor uniis have bes produced duiing Jduly-reb in 201 1-
12 against 70,855 during 2010-11. Generatly Pakistan agricuiture mechanization is

r as majority of tractor owning faimers have only cultivator and don'
pOssess Modem farm implements like Disc Piough, Rootavater and Laser Land
Levelar. This is mainly because of affordability and information issue. There are quality
concerns with regard to {ocally manufaciured machinery while high price for imported
ones has restricled its use. Concerted effors wouid be reauired, from both public as
well privet sector, to popularize the agricultural machinery in Pakistan.

8.4 Livestock

The contribution of livestock including poultry in total GDP at 11.6% and in agricutture
GDP 55% is quite significant. When farmers lose their cxpected income from ciops
due to floods and other epidemics, livestock proves itsolf a sustainable source of
income to the poor masses. For the past many years livestock has emerged a largest
single contributor to the agricufture. The need of the hour is to pay more atiention 1o
this sector, especially by faciiitating the farmers with new innovations to make it
competitive. A growth rate of 4.0% was achieved in 2011-12 which was equal fo the
target.

The devolution of Minisiry of Livestock and Dairy Developmeni and subsequent
transferring of its functions lo other federal ministries like Ministry of Commerce and
Ports and Shipping disrupted the momentum gained in livestock sector during last
many years. Before the devolution there were 15 livesiock related projects in PSOP
5010. Out of them five were wansferred lo other iaderal ministries and one to
Balochistan while remaining projects were closed. Now, livesiock sector has been
laced under Ministry of National Food Security and Research. However, gaining the
same pace will take time and issues of livestock sactor remained pending such as the
activities of Pakislan Dairy Development Company (PDDC). Physical performance of
ihe tiveslock, dairy, poultry and fisheries sub-sectors during 2611-12 and targets for
2012-13 are given in Table 85. The growth target for the sector has been fixed al
4.2%.

Livestock and Dairy

For the year 2011-12, the performance of livestock sector remained somehow
sajisfactory. The production of meat at 3 232 thousand tonnes exceeded its targel of
3,056 thousand tonnes, Production of all beef, mutton and poultry meat exceedad their
targets. The encouraging and remarkable performance consoled farming community
struck by floods and failures of some olher production sectors. The milk production at
38,690 thousand tonnes was below its targel of 45,883 thousand tonnes. The need of
research to tackie these problems is growing and both provincial and fedgrai research
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eitutions noe ¢ G0 onduce cew noohrgues 1o =7, the demand. On the othe
hand, Pakistan is one of the five largest milic praducing countries of the world but faces
post production 'csses of millc &t 15% causing annual loss of around Rs 169 billion.
The jack of nbesiructuia such o3 cooling faciities & fa.m of collection points as well
as transportation of milk is the prime cause, which is being addressed through various
development projects. Pakistan Dalry Development Comipany (PDDC) nas made
significant contribution for improvement of the dairy sector. Provinces need (o take up
the responsibiiity for improving the dairy sector and devise sustainable strategy for
cool chain development for reducing the milk losses.

Poultry

For the pasi many yeais, s noultry meal, being chsaper as compared o best and
mutton. has delivered greatl nutritional suppart lo consumers. About 834 thousanad
tonnes potiltry production was achieved against ihe iarget of 758 thousand tonnes. tis
further expecled ihat the sector would also reach the next target of 937 thousand
tonnes in 2012-13 easily. in the local market, the increased poultry preduction had
released the pressure on the demand for beef and mutton. Egg production, an
important source of protein, surpassed ils target by 6.5 % in 2011-12. The target of
egq production has been fixed at 13,813 million for the year 2012-13.

8.5 Fisheries

Fishries sector grew at 1.8% during 2011-12, 24.2% iess than the farget of 955
thousand tonnes (Tabie 8.5). infand fish production was dismal compared o marine
production. Pakislan is one of the leading exporters of fish and its praducts and fish
processing planis are gradually ncreasing 1o constibutor to employment generation.
However, the sector is challengad by acute shoriage of infrastructure, Since resources
and responsibiiities have been shifted to orovinces, it is therefore hoped thai the socio-
sconomic condition of fishermen community would improve, for which technical and
logistic support to improve production as well as processing is necessary. Despite ban
from the EU on imports from Pakistan, the exporters have explored other markets of
the World. It is important to make efforts ta meet the safety requirement of high end
markets and take steps to get the ban lifted. A growth targe! of 2.0% has been fixed for
fisheries sector during 2012-13.

Table 8.5: Physical Performarice and Targets Livestock, Pouitry and Fisheries
(000 Tonnes;

) 2(:;0— 2011-12 . 111 %o chanqe over 2012
ltem Target 201112 | o590-11 291 1- 13
Actual Achievement Actual i2 Target |
o ‘ Target I
. Meat 2,939 | 3,056 2,232 10.0 576 | 3,379
Beef 1625 | 31.690 | 1,769 8.9 47 1,829
Mutton 585 608 629 75 34 | 0643
Pouliry 729 758 | 834 14.4 10.0 937
Milk 44,138 | 45,883 | 38,690 -12.3 -15.7 39,945
| Egg {Mitlion Nos.) 11,834 | 12,308 13,114 10.8 6.5 13,813
Fish Q37 956 725 -22.6 -24.2 729
inland 264 269 © 260 -1.5 -3.3 262
| Marine 673 687 465 -30.9 -32.3 467

Source: Ministry of National Food Sectuirity and Research and Marine Fisheries Department.
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8.6 Forestry

Despite the importance of forests in the life of common people, its contribution in the
national economy is negligible (0.2%). Pakistan's 5.2% of total land area is under
forest cover. During the past two decades, there has been & significant deforestation in
natural forests of Gilgit-Baltistan and Khyber Pakhtunkhwa. The riverine forests in
Punjab and gindh have alsc shown declining trend. The mangroves forests have also
pbeen degraded due 10 deforestation and non availabiiity of fresh water in the sea.
However, tree cover on farmlands and private wasteland has significantly increased
during the period. Since Forestry 1S provincial subject, the federal government has
been supporting this sector through national policies, capacity building and {rainings,
implementation of international agreements on forests and sponsoring of forestry
sector development programmes. After 18" Amendment, these functions of federal
government have been transferred to Ministry of Climate Change. A growth rate of 1%
has been observed in 201 1-12 while 2% is a growth target for 2012-13.

8.7 Development Initiatives

8.7.1 Federal Government

ox 8.2 National Zero Hunger Action Program

in Public Sector
Development

Programme _ The Ministry of National Food Security and Research in collaboration
2012-13 an ' with World Food Programme is planning to start a Zero Hunger :
ammount of Rs 495~ programme aiming to attain food security and reduce malnutrition in
million has been . Pakistan. The programme implies coordinated approach with several
provided for . ministries 10 schieve its targets ana witl reach to 12 miliion food
ongoing and new . insecure people in one year (20% of total affected poputation) with a
projects  of the ! cost of $ 1.04 pilion, of which 200 milion is sanctioned DY
Ministry of ¢ government of Pakistan while rest will bg contributed by donors and
National Food . other sources of funding..A total of 61 miifion people will be reached
Security and & with total cost of 16 bilion doliars in five years time. For the
o' programmeé a Nationai Council for Food Security comprising of
Research  while © gpresentatives of federal and provincial governments, private sector :
Rs 250 million ; and civil society will be ostablished. A consultative workshop has
has also been : already been held in March 2012 %0 produce a set of guidelines and
alfocated for . frameworks for National Zero Hunger Action Programme and the
agriculture " operational strategy :
related  projects W
being handied by
Commerce — and e o s e i s o
Ports & Shipping Divisions. It may also be peinted out that Higher Education
Commission, Industries Division, Science & Technological Research Division and
Water & Power Division have various agriculture related projecis. Discussion on these
projects is may be seen in relevant chapters. Progress of some of the projects of
agriculture sector included in PSDP 2012-13 under Ministries of National Food
Security & Research, Commerce and Ports & Shipping are given below:

. Source: Ministry of National Food Security and Research

=iz

« National Zero Hunger Action Program
Keeping in view the tood security issues, the Mintstry of National Food Security
has launched “National Zero Hunger Action Program”. Detait of the program is
given in Box 8.2.
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e Research joi Agriculiure Developmeni Programme
The project is being implemented since 2007-08 by PARC and aims at
developing demand driven research solutions and innovations based on
various themes in different seclors like Crop Sciences, Natural Resources,
Animal Sciences and Social Sciences. Qui of total 91 development projects
approved for financing under this project, 45 have been completed while the
remaining 46 are under implementation. The capacity of 510 scientists has
been built through local and foreign trainings. More than 10,000 Jocal & exotic
germ plasm lines were acauired, evaluated and distributed as well as research
laboratories at NARC being strengthened through procurements of latest
scientific egquipments. Due to financial constraints the estimated expenditure up
till 2011-12 was around Rs 1070 million which is 36% of the iotal cost (Rs 2.97

P

biflion) of ihe project. The allocation for 2012-13 is Rs 170 milkion.

« National Institute of Genomic and Advanced Bio-Technology

The purpose of establishing this Institute at NARC campus s to support
research and development activities by providing avaiiable technigues in
genomics and biotechnology to the scientists. Constructions of office building
and laboratories are almost complete. DNA finger printing wark on rice, grapes
and groundnui have been established which will help in devetoping molecular
passport of our verities. Molecular screening and characterization of papaya
infecting viruses have been initiated. Facilities of genetic engineering of crops
have been established. Against the project cost of Rs 482.7 million an amount
of Rs 174 million has been utifized starting from 2007-08. The allocation for
2012-13 is Rs 150 million. :

¢ Pak-China Cooperation for Agriculture Research and Development

The project was initiated on the visit of President of Pakistan to China in
February 2009 wherein PARC signed a MoU with various Chinese companies
for agriculture research development. The project is working for productivity
enhancement of crops which are important for food security, export
competitiveness, import substitution, resource conservation technologies and
introduction of non-traditional commercial crops of economic importance.
Under the project, the germ plasm of various crops such as wheat, maize,
fodder, tice and banana has been obtained from China and being used and
planted at different sites for testing. The project cost is Rs 255.7 million. The
financial utilization iill June 2012 was Rs 69 million. The allocation for 2012-13
is Rs 25 miilion.

« Indigenization of Hybrid Seed Production for Enhanced Crop Production
To address the need of indigenous hybrid technology, the project is designed
to develop hybrid varieties of major crops like Cotton, Wheat, Rice and Maize.
This project will heip in crop intensification, diversification, and sustainable use
of natural resources and utilization of indigenous knowledge through
participatory research. The activities of the project did not take off properly
because of the devolution process. The funds utilization of the project was
Rs 41 million. The allocation for 2012-13 is Rs 20 million.

« National Bio Saline Agriculture Programme
During devolution process field activities of the project were given to provinces
while project Coordination Unit was retained at federal level to support the
research work and Bio saline agriculture in {CT, AJK, FATA and Gilgit-
Baltistan. The allocation for 2012-13 is Rs 30 million.
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e Special Programme for Strengthening SPS Faciiities and Quality
inspection Services in Compliance with WTO-Establishment of Integrated
National Animat and Plant Health Inspection Services (NAPHIS)

This project aims al developing a system Dy strengthening existing institutional
capacities, establishing effective coordination mechanism and facilitating trade
by ensuring safe and quality food to consumers through an effective animal

EBox 8.3: Safe Food for Everyone

Food safety has become first iine of concern due to increased awareness on food |
porne illnesses and nutrition. Food scientists and reguiaiory agencies aje siriving -
hard 1o implement maasures 10 nrovide wholesome and eaie food. Two significant -
- measures under WTO agreemants relate 10 animal & plant health and food safety @
. measures under Sanitary & Phyiesanitary {SPS) measures and Technica! Barrier
-~ {o Trade (TBT). SPS measures require steps tor cate tood and quality trade in &
* agricultural produce/products. :

- Pakistan is a signatory to the WTO agreements on SPS and TBT measure. With
" the introduction of WTO regime, the trading parnners have enforced stringant ~
T oquality requirements. In order to meet these standards, it is imperative that an |
- integrated and efficient system of Food Safety, Animal and Plant Health Inspection
© Service is put in place to meet the emerging challenges especially after :
- liberatization of trade. Various plant and health inspection government departmenis
! have soma system of inspection and quality check but it is product based and
" departmentalized. Some guidefines laid down by intarnational agencies are being -
© toilowed by Pakistan ike International Plant Protection Convention (1PPC) in case
;. of plant guarantine and the Worid Animat Heaith Organization (OIE) in case of .
animal products but not as per international requirements. The national grades and ~
standards of quality of 42 #ems of agricuitural and tivestock commodities have
. been based upon Codex Alimentarius Commission guidelines. ;

Cognizant of the need to meet the raquirement of international markets and to fully
exploit the potential to increase the exporis of quality produce, the Government -
¢ has initiated a project costing Rs 415 million namely; “Special Programme for :
Strengthening SPS Facilities and Quality inspection Services in Compliance with
WTO —Establishment of National Animal and Plant Health Inspaction Service -
- (NAPHIS)". An integrated and coherent SPS management system witi be put in
place through sstablishment of a Federal Food Safety, Animal and Plant Health -
Regulatory Authority which would help increase our market access to international
" markets through export of quality agriculture produce/products. At the same time,
imports of animal, plant, fish and fishery praducts would be subject to quality check °
© thus eliminating chances of un-safe food hazards and inferior guality produce,
entering into the country. Establishment of a Federal Foad Satety Regulatory
* Authority would be a land mark achievement as it would help ensure “Sate Food -
- {or Everyone”.

* Source: Ministry of National Eood Security and Research

and piant health inspection services, including quality certification of agro
based exports and imports. Under this project two jaboratories each of Grain
Quality Testing (Karachi & lsiamabad) and Marine Fisheries Depariment,
Karachi have acquired internationai accreditation siatus whiie the National
Veterinary Laboratory has applied for accreditation with Pakistan National
Accreditation Council.  Other iabs are also being pursued 1o expedite
accreditation process. A Bill has been drafted for establishment of “Food

Annual Plan 2012-13 104




Agriculture and Food Secuiity
_ﬂ.m:mggww_w—mn M S

Safety, Animal and Plant Health Regulatory Authority” in consultation with
concerned Federal Ministres / Divisions and Provincial Departments and the
help of International SPS experts. After meeting codal formalities the bill will be
submitted to the Parliament for enactment. Over Rs 300 milion has been
utilized against the cost of the project (Rs 415 million). The allocation for
2012-13 is Bs 70 million. Details are in Box 8.3.

« Monitoring of Crops through Satellite Technology

Lack of quality data and the time lag in its provision through the crop reporting
system in vogue necessitated use of altemate source of data. For this purpose
the defunct MINFA sponsored this project at a cost of Rs111 million to promote
the use of satellite remote sensing technology for rapid assessment and timely
ransmission of quaiily crops statistice, The project was implemented by
SUPARCO in close cooperation with FAQ. Phase-ll of the project has been
launched in 2009 taking the provinces on board and developing a mechanism
for information sharing. The project is now providing timely information on
agriculture data including inundation of flood in 2010 and 2011. Around Bs 40
million has been utilized against the cost of Rs 165.7 miflion. The allocation for
2012-13 is Rs 25 million.

« Up-gradation and Establishment of Animal Quarantine Stations in
Pakistan
To prevent introduction and spread of exotic diseases, quarantine facilities are
necessary to meet the requirements of importing countsies as well as domestic
needs. Exporters and importers of animals and animal products need
certification facilities to meet international requirements. Keeping in view such
needs, a project “Up-gradation and Establishment of Animal Quarantine
Stations in Pakistan” has been launched. Under this project, six animal
guarantine stations, at Lahore, lslamabad, Peshawar, Muitan, Sialkot and
Khunjrab are being up-graded and a new one is being setup at Khokhrapar.
The cost of the project is Rs 336.1 million. The project is in progress under
administrative control of Ministry of Commerce and Bs 100 million has been
allocated for it for the year 2012-13.

« Grain Storage Project- Construction of Steel Silos Capacity of 0.65 Million
Tonnes
Public sector storage capacity is limited to 35 million tonnes. The project has
been conceptualized within the assigned role of federal government in
implementation of its food grain policy providing additional grain storage
facilities for wheat and other commodities and improving operational efficiency
of PASSCO. The project will construct siios at 22 sites ali over the country with
a total storage capacity of 0.65 million ton. The main funding source is IDB.
The project will help in storing food grains in clean and safe silos for ionger
period with minimal losses. The project is in the process of approval.

» Agriculture Research institute, Muzafarabad)
This project was developed on announcement of the Prime Minister of Pakistan
for establishment of a full fledged “Agricutture Research Institute” in AJK to
cater the specific research need of the state. The project will help in increasing
productivity and quality of priority crops, fruits, vegetables, cereals, forage,
herbs & pulses to improve farm income from small land holdings. it will also
help in introduction, adoption and generation of improved agricultural
technologies for different Agro-Ecological Zone of the State of AJK on
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integrated land use basis. The project is in process of approval by the CDWP.
The atiocation for 2012-13is Rs 5 miflion.

« Stock Assessment Survey Programme in EEZ of Pakistan

Project aims at conducting resource survey in the coastal and offshore water of
Pakistan, to strengthen the marine fisheries department capacity, to conduct
resource survey, stock assessment on regular basis and to develop
management strategies for the sustainable exploitation and utilization of marine
fish resources. The cost of the project is Rs 496 million. it will be implemented
through chartering of Fisheries Research Vessels and Capacity Building of
Marine Fisheries Depariment. The project has been delayed from its scheduled
time mainly because of low releases and detay in chartering of vessei. The
expenditure as on June 2012 was around Rs 3C0 million. The project is under
Ministry of Ports and Shipping and the PSDP allocation for 2012-13 is Rs 125
million.

+ Pakisian Dairy Development Company
The Company is handiing a project namely the “White Revolution Doodh
Darya". During devolution it was decided to wind up the Company.

« National Programme for Improvement of Water Courses Project
The programme was implemented at national level with objectives of;
organizing 86,003 Water Users' Association and their registration under On
Farm Water Management and Water Users' Association Ordinance; improving
86,003 watercourses involving complete earthen renovation; partial lining of
critical reaches (15 % to 30 % of total length); installation of water control
structures and imparting training to freshiy-recruited technical staff in surveying
and designing of watercourses. The project has been devolved to provinces in
June 2011. However in an evaluation of the programme it was observed that
approximately 54,695 watercourses have been improved in the country and
5962 water storage tanks established in Balochistan. As & result of
implementation of the project average yield of wheat increased by 9.2, 5.7,
16.9, 27.0 and 53.4 percent while in case of rice the increase in yield was
recorded as 7.8, 6.2, 3.4, 44.1 and 119.1 percent in Punjab, Sindh, Khyber
Pakhiunkhwa, Balochistan and AJK, respectively. The project was devolved

and now provincial governments are responsible to carry forward its activities.

« Agriculture Linkage Programme of PARC

The Pakistan Agricultura!l Research Council (PARC) was given an Endowment
Fund of Rs 1300 million which has been invested in profitable schemes. The
funds generated through income from such investment are used to finance
research activities/programmes under ALP at national tevel on competitive
basis. Under this scheme, 77 projects with a cost of Rs 90.5 million, 76 projects
with a cost of Rs 73.2 million and 55 projects with a cost of Rs 161.8 miiiion
were implemented at different institutions of the couniry during 2008-09, 2009-
10 and 2010-11 respectively. Allocation for 2011-12 was Rs 107.9 million. Rs
100-120 million has been earmarked for 5012-13. The scheme is functioning
very well as it provided operational funds for research on important emerging
issues in agriculture sector and most of the research institutions of the country
have benefited from this facility.
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intetior Division is implementing six projects for development of agriculture in -
rural areas of ICT. An allocation of Rs.69.3 milion has been made to these
projects for 2012-13. New improved farming practices are being introduced
among fammers for increasing productivity and hence income of the farmers.
The area is well suitable for olive cultivation. Olive nursery plants are being
distributed among the farmers interested in olive cultivation. A broad fish and
fish seed rearing farm has been established at Fish Seed Hatchery, Islamabad.
Provision of veterinary services and breed improvement of the livestock of the
area is also taken care off in the rural areas of ICT through development
projects.

Restoration of projecis

A high powered committee under the chairmanship of Federal Minister for
Religious Affairs was consfituted to resolve post devolution issues. The
committee agreed to restore 14 devolved or closed projects. These projects are
passing through the process of restoration by the competent forum.

8.7.2 Provincial Governments

Provincial governmenis are adequately paying attention on the development of
agriculture sector in their respective jurisdictions. The investment trend of the
provincial governments along with federal areas (FATA, GB, and AJK) is given below.
Significant interventions for the year p012-13 have also been mentioned below under
their respective heads.

Punjab

Medium Term Development Framework 2011-14 of the Government of the
Punjab suggested an allocation of Rs 4.2 billion against various schemes of
agriculture in the year 2012-13. Similarly Rs 498 million in Forestry, Rs 390
million in Fisheries, Rs 2.6 billion in Livestock and Rs 245 miflion in Food have
been earmarked to develop respective sectors during year 2012-13.

The development portfolio of Punjab includes local and foreign funded projects.
Because of devolution of on-fairm water management schemes of federal
government like, improvement of water courses and high efficiency irrigation
system, the Punjab government has planned to stari a project “Punjab trrigated
Agriculture Productivity Improvement Programme” with the financial assistance
of World Bank. The project is in the process of approval. The aim of the project
is to improve water productivity. The World Bank has agreed to provide loan of
$ 250 million (59%) while $ 173 miflion (41%) will be shared by the local
beneficiaries. Total project cost is Rs 36 billion and duration is five years.

Other than regular development activities of the province, the Punjab is
supporting agriculture research through Punjab Agricultural Research Board
(PARB). Brief description is presented in Box 8.4.
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Box 8.4 Punjab Agricultural Rescarch Board (PARB)

PARB is established as an autonomous body to foster an integrated approach for
" research planning and efficient allocation of resource sd that the agricuiture .
" jnnovation system of the province can generate appropriaie solutions of the issues
. faced by various stakeholders in the food and fiber chain. The vision-of the PARB
" is 1o support scientific innovations for the prosperity of Agricultural Stakehaoldersin .
. the province. The system of funding is competitive on priority areas in ine with the .
- agreed strategies. For the year 2012-13, Rs 400 million has heen planned to he '
. allocated against 80 agriculture research schemes submitted by different research

institutions of the province. '

e« Sindh

During 2011-12 Sindh Government spent Rs. 2.5 billion on 25 projects of
Agricufture sector. The utilization in Forestry, Wildiife and relevant Costal
Development Authority's developmental activities was Rs 1.45 billion. Likewise
Rs 0.8 million were utilized to fund the livestock and fisheries projects. For the
year 2012-13 the Government of Sindh has planned to allocate Rs 4.4 billion
tor 35 schemes of Agriculture fesearch, Plant Protection, Agricultura|
Marketing and Water Management in the province. Similarly investment of
Rs 385 milion for 3 schemes in Food, Rs 2.3 bilion for 16 schemes in
Livestock, Rs 1.26 billion against 10 schemes in Fisheries, Rs 544 miilion for
16 schemes in Forestry and Rs 154 million for 9 schemes in Wildiife has been
planned for devetopment of the respective sub sectors during 2012-13.

The Agriculture Department of the Government of Sindh is going to undertake
a feasibility study 10 establish agriculture demonstration zones on Chinese
pattern with the technical and financial assistance of China. The demonstration
zones will comprise of various parks, such as sightseeing, technology,
‘nnovation, international collaboration, agricuiture technology and business with
a service center. Sindh Government under “Flourishing Sindh Prosperous
Farmers™ programme is providing 6000 wractors through lucky draw with
subsidy ranging between 0.2 million and 0.3 miffion on each tractor. Out of the
total, 3000 tractors are for farmers owning up to 25 acres of land while the rest
3000 are for farmers owning more than o5 acres agricultural land.

+« Khyber Pakhtunkhwa
Government of Khyber Pakhtunkhwa has increased its project portfolio from 49
to 80 in year 2012-13in various sub sectors of agricufture such as Extension,
Research, Engineering, Water Management, Livestock and Dairy, Veterinary
Research, Soil Consetvation and Fisheries. The financial allocation is Rs 3.9
billion against Rs 1.5 bilion provided during last year. Out of the allocated
amount, about 34% will be utilized for the new schemes.

« Balochistan
The annual development programme of the Balochistan Government for the
year 2011-12 contained 53 projects for agriculture sector having allocations of
Rs 2.1 bilion. The development activities of the province will be carried out
vigorously to develop the agriculiure sector in the backdrop of more share
available in the divisible pool in 2012-13. Besides locally funded, there are
various projects funded by foreign institutions in Balochistan. An important
activity Is a wC3wader-Lasbella Livelihood Support Project” mainly financed by
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IFAD (85%) as il loan is under consideration with the aim to improve income
and livelincod of small fishermen household. It has three components ie.
community development, fisheries development and rural infrastructures
development on which Rs 2.9 billion will be spent in five years time.

FATA

FATA have throw-forward of Rs 210 million beyond 2011-12 for Agricuiture
Extension Schemes; Rs 196 mitlion for Livestock and Dairy Development; Rs
167 million for Sericulture and Rs 116 million for Fisheries sector. These
development activities will be continued in FATA heside federal governiment
activities.

AJK

The Government of AJ&K has allocated Rs 685 mitiion for 12 ongoing, while Bs
276 million for new schemes of crops and horticulture for the 2012-13. For
Forestry, Walershed, Wildlife and Fisheries the scheme numher has been
increased from 20 fo 29 with allocation of Rs 287 millicn for the year 2012-13.
Total allocations for the sector have been worked out to be Rs 1.75 billion. The
main emphasis would be on tree plantation, demonstrations for fruits and
vegetables, supply of inputs such as fertilizer and seed tc poor farmers,
increase in area under irrigation, irrigation channels lining and actlivities on
dairy, sheep, goat and poultry.

Gilgit-Baltistan

There were 15 schemes costing Rs 613 million in the agriculture sector being
funded from the budget of the Government of Gilgit-Baltistan in 2011-12. For
the year 2012-13, three new schemes have been planned with cost of Rs 1.2
hillion. Government of Japan has shown interest for the development of
agriculture sector of Gilgit-Baltistan. Keeping in view the potential of the area a
project “Promotion of Value Added Fruit Products in Gilgit-Baltistan” has been
approved to introduce and promote improved technologies in production,
processing and marketing of apple and apricol. Project duration is four years
starting from 2012. Cost of the project is Rs 466 million of which 94% will be
provided by the JICA as grant.

8.7.3 Development Partners

Several development partners are working in Pakistan in Agriculture sector like World
Bank, Asian Development Bark, Islamic Development Bank, ICARDA, CIMMYT, FAQ,
IFAD, DFID, ACIAR, CIDA, ltalian Debt SWAP, WWF, UNIDO, IUCN, JICA, USAID,
WEP, IFPRI, ICIMOD and EU. Likewise many community hased organizations like,
RSPNs and AKRSP are also working for betterment of agriculture in Pakistan. Most of
these are working in collaboration with governmental agencies, either federal or
provincial, while some are doing work independently or with nongovernmental
organizations. Few of the initiatives are given below.

Pakistan Strategy Support Programme

The International Food Policy Research Institute has launched a Pakistan
Strategy Support Programme to support the Framework for Economic Growth
with a particular focus on agriculiure and the rural economy. The PSSP is
finded by the USAID and guided by a National Advisory Committee. The
PSSP funded research will help identify key policy decisions to support the new
growth strategy, assess empitically the impacts of those decisions, evaluate
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constraints to policy reforms and examine alternative policy recommendations
to enhance impact. The funding for agricuiture policy project is US$ 5.8 million
up tilt 2015.

¢ Agribusiness Project

The USAID signed a cooperative agreement with Agribusiness Support Fund
(ASF) for implementation of a five year's US$ 90 million Agribusiness Project.
The overall goal of the Agribusiness Project is to support improved conditions
for broad-based economic growth, create employment opportunities and
contribute to poverty alleviation through increase in competitiveness of
Lorticulture and fivestock value chains in partnership with all stakeholders. It
aims to improve farm and enterprise productivity through technical assistance
programmes targeting 62,500 farmers and 2 500 agribusiness stakeholders. It
also aims to provide leverage with USS 326 milion by the private sector
through the provision of cost sharing support 1a 45,000 Farmer Enterprise
Group members, 100 associations and cooperatives, 250 individual and
corporate farmers, 40 R&D and extension providers, 140 SMEs and 8 lead
companies. It will create 1.3 million jobs and substantially raise farm incomes
thereby contributing towards poverty alleviation and enhanced food security.

s Tube Well Efficiency improvement Programme
The project is focused on improving pumping efficiency of tube wells in
pakistan. Funding for this activity is US$ 13.6 million. For replacement of water
pumps with more efficient models 40 % electricity consumption could be
ceduced. This programme is planning to co-fund the replacement of 11,000
water pumps by 2013, saving an estimated 45 megawatts of electricity and
reducing farmer’s electricity bills by Rs 650 million annualty.

« Progressive Controi of Foot and Mouth Disease in Pakistan

The foot and mouth disease (FMD) not only results in production losses and
mortality particularly in young animals but also restricts international trade. The
project is funded by the United States Department of Agriculture and executed
by the Food & Agriculture Organization of the United Nations in collaboration
with the Government of Pakistan in three year time (2011-13). The project is
expected to provide a framework within which progressive control of FMD in
Pakistan can be effectively implemented. The improvement of on-farm livestock
heaith care system will include: improved capacity to diagnose FMD, improved
FMD surveillance and response 10 the outbreaks, and development of elfective
vaccination strategy for disease control.

« Flood Recovery Agriculture Programmes

To mitigate the damages caused by the flash floods of 2010, USAID started
recovery programmes in Khyber Pakhtunkhwa, Punjab and Sindh with an
outlay of $ 62 million. Major interventions were: supply of good quality seed,
fertilizers and pesticides, survival of livestock through the provision of feed,
fodder, and medicines and help to rehabilitate damaged irrigation watercourses
through cash-for-work programmes. In an exclusive activity for seven northern
districts of Sindh, Sunflower cultivation was supported by providing seed and
necessary training to small farmers.
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Dairy Progiarame

The USAID funded project aims to increase the productivity of 12,000 small
dairy farmers by 15-20 % through training in best practices in dairy farming
sector of Punjab province. The project cost is $ 2.5 million and duration is
2011-14. The project focuses on livestock management, inciuding artificial
insemination. Trainees receive basic equipment and are introduced to
resources that help improve milk yields and promote finks with suppliers and
higher value markets and service providers (including financial services). The
project has trained Al technicians and TOT including men and women who are
working in the field to spread the services.

Grain Storage Project

This project provides world-class technical expertise to support ihe
establishment of public-private partnerships for the management, handling, and
storage of straiegic grain reserves by the Governments of Punjab and Sindh
under USAID programme. Assistance offered by the project includes the
drafting of technical and legal feasibility studies, which are expected to result in
bidding and evaluation procedures for realizing an expected $ 200 milkion in
private-sector investment in the sector. Under the project a due diligence report
has been completed and accepted by the both governments. The aciivity cosl
was $ 2.5 millien.

Balochistan Agriculture Project

The project works with community organizations and local governments in
Balochistan to increase incomes through improved crop and flivestock
productivity and more effective water management. The project cost is $104
million. More than 550 communities in five districts within 100 miles of the
Afghan border in Balochistan are targeted. Through the projsct neariy 555
community organizations have been supported and 11,697 are direct
beneficiaries reached. The income of beneficiaries is increased by more than
40%. Household incomes from better livestock productivity increased o 54%
and from irrigated agricufture up to about 75%.

Promotion of Olive Cultivation for Economic Development and Povertly
Alleviation

The project is funded through Italian Debt swap with a total cost of Rs 382
million. It is planned to be implemented in the provinces of Balochistan, Khyber
Pakhtunkhwa, Potohar region of Punjab and FATA. The praject aims to expand
olive cultivatian in selected areas as identified through the studies conducted
by an Italian Institution 1AO (/stituto Agronomica per 'Olfremare), sel-up new
olive processing facilities, human resource development and pramotion of Otive
cultivation and Oilive oil use. it is expected that the ltalian experts shall
introduce improved germ plasm and new techniques for olive cuitivation and
processing. The activities are planned to be impiemented by PARC with active
participation of respective provincial governments.

Agriculture Sector Linkage Programme

The programme is under implementation since 2005 with the Australian
technical and financial assistance. The cost of the first phase was Australian
Dollar 6.6 million, completed in June 2010 and has been able to improve
production and post production management in mango and citrus besides the
capacily building of growers, scientists and business men. Based on the
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achievements of first phase an amount of Australian Dollar 12.9 million has
been provided and activities are in progress.

g.7.4 Performance Evaluation of PARC

Upon the directive from the President Secretariat, the Planning Commission undertook
the performance evaluation of the PARC which is an apex body of agriculture research
at federal level in the country. The exercise provided a chance o identify ine
deficiencies for future improvement. Based on the available information necessary
recommendations were formulated for consideration at appropriate level. The BOG of
the PARC in its 32" meeting also recommended for third party evaluation of the
organization fo provide guidelines for its restructuring. For the purpose the IFPRI has
been tasked lo undertake this exercise with the financial assistance of USAID. The
engaged experts are doing this exercise.
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9.1 Manuiacturing
9.1.1 Issues and Challenges

Manufacturing is considered the main source of economic growth. In Pakistan, it
contributes 18.6% to GDP and 13% to total employment Large scale manufacturing
{LSM), having a share of 11.0% in GDP, dominates the overali secior. Qver the last
few years, however |.8M is showing low growth mainly on account of the following
problems.

+ Shortage of energy

+ Low skills of workers

¢ Obsolete technology

« Rise in the cost of raw material in the international market

« Rise in the cost of doing business due lo ol prices, high unit cost of electricity &

gas and transport

e Irrational taxation and tariff system

» Adverse law and order situation

« |ow Foreign Direct Investment {FI)

+ Low competiveness of our product

9.1.2 - Strategy

Sustaining a growth momentum in the manufacturing is a prime objective of growth
strategy. The need is lo create conducive environment to foster private sector
investment. The thrust of the strategy is as under:

« Enhance effectiveness and role of Competition Commission of Pakistan

« Eliminate administrative control over manufacturing and encourage privale
sector

« Climinate undue protectionism through tariff and non tariff measures

« [ncourage better reguiations and foster competlition

« Strengthen civil service structure through dynamism and capacity building for
better and regulation

» Industrial diversification

e Promote information technology

e Reduce the burden of taxes and reducing the cost of doing business

« Upgrade workers skills and provision of quality infrastructure

« Efficient transport system

» Ensure energy security. Enhance supply of electricity and gas by harnessing
the potential of alternatives energy sources such as coal (Thar Coal
Gasification), Solar and wind energy and import of gas from Iran and Tajikistan

« SMEDA and NPO to support -private sector through the development and
expansion of SMEs and making FDI attractive for manufacturing sector

« Resiructuring of PSEs. Restructuring of Paksitan Machine and Tools Factory
(PMTF) and Pakistan Steel Mills (PSM) is underway. Main features of
restructuring of PSM are presented in Box 9.1.
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Box 9.1: Pakistan Steel Mills

. Board of Directors (BoDs) of PSM has been reconstituted. Process for selection of

- professional CEO of PSiA has been finalized. Immediate financial needs of PSM have been -

. addressed. New Business Plan of PSM is focused on expansion of utilized and potential
capacity. Smooth avaitability of raw materials 10 PSW has been ensured. PSM is now :

- operational with basic support, New CEOC will be authorized to implement a business plan. :
Strengthened BoDs will facilitate implementation with oversight of Cabinet Committee of

. Restructuring (COCR). A strategic view needs to be undertaken for sustainable
cevitalization of PSM which may entail collaboration including partnership with Russian g
Government, disinvestmentprivatization Privale-Public Partnership and Operations and .
Management outsourcing. ‘

9.1.3 Performance Review of 2011-12

During 2011-12, industrial sector grew at the rate of 3.4%, manufacturing sector by
3.6%, LSM by 1.8% while SME grew at the rate of 7.5%. Despite the energy crisis and
poor law and order situation, the manufacturing sector has shown encouraging results.
Positive growth of LSM has been observed in case of sugar (27.1%), cotion yam
(1.2%), cotton cloth (0.7%), cotton (ginned) (17.6%) jute goods (7.3%), paper & board
{10.3%}, pharmaceuticals (tablets — 9.3%, syrups — 15.3%), cement (2.9%), and auto
sector (cycle tires 15.9%). Negative growth has been observed of such products as
iron & steel showed negative growth (-36.5%), cooking oil (-1 6%, cigarettes (-3.6%),
upper leather (1.7%), soul leather (-12.4%), fertilizers-N (-1.6%}, fertilizers-P (-7.8%),
petroleum products (-2.7%) and coke (-37.9%;).

For the development of manufacturing, against an allocation of Rs 2,287 million in
federal PSDP, Rs 770 million are expected to be utilized. Some major projects of
Textile Sector are: Lahore Garment City Company, Lahore (Rs 498 million);
Faisalabad Garment City Company, Faisalabad (Rs 498.2 million); Providing & Laying
Dedicated 48 inch Diameter Mild Steel Water Pipeline for the Pakistan Textite City
Karachi (Rs 636.6 million); and Pak-Korean Garments Technology Training Institute,
Karachi (Rs 304.0 million).

Outlook for 2012-13:

During 2012-13 the strategic focus of manufacturing sector would be on the following
areas:

« Innovation and efficiency.

« Build high skilled human capacity through skills development programs.

« Provide technology through technological up-gradation; provision  of
sgphisticated machines, equipment, tools and spares in Common Faciiity
Centers and machine pools; CAD/CAM facilities.

« Infra-structure development

e Research and development activities.

« SMEs development to boost employment and reduce poverty.

¢ Encourage exports by meeting demands of competition, technology and higher
labor productivity.

« Promote and develop sub-contracting.
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e Faform Engineering Development Board to play its pivotal role in the export of
Engineering Goods.

« Promote Public Private Partnership (PPP) by launching new projects under
PPP model.

. Revival of sick industries by restructuring its management

~  Privatize of Government owned entities.

The targeted growth rate for industrial sector in 2012-13 has been set at 41% as a
whole, for manufacturing sector 4.4%, while 3.0% and 7.5% growth rates have bheen
fixed for LSM and Small Scale manufacturing respectively. The main growing
industries in 2012-13 would be chemicals, automobile, pharmaceuticals, electronics,
leather nroducts, naper & boards. cement and non-metallic minerals. Similarly Textile
sector is expected to grow at & higher pace in 2012-13 as il is hoped that its progucts
would be expoited in huge guantity to European Union after approval of concessions
by WTO to Pakistani textile products in February 2012. Qur expotters are expected to
comply with different international obligations, like SO Cettifications, produce and
export quality product and ensure timely exports.

During 2012-13, Rs 2,049 million are allocated to manufacturing sector including
Rs 775 million for M/o industries, Rs 612 million for M/o Production and Rs 227 million
for Ministry of Textle. Major manufacturing projects to be catried out are:
Establishment of Chromite Beneficiation Plant ai Muslim Bagh, District Killa Saifullah,
Balochistan (Rs 104 miftion); Woman Business Development Centre, Karachi (Rs 59
million); Red Chilies Processing Centre, Sindh (Rs 256 million); Water Supply Scheme
for Hub Industrial Estate phase-ll (Rs 247 million); Meat Processing and Butchers
Training Centre, Multan (Rs 265 milfion); Establishment of Castor Qil Extraction Plant
at Uthal District Lasbela (Rs 300 miltion). Major projects of textile to be executed are:
Pak-Korean Garments Technology Training Institute, Karachi (Rs. 300 million); Lahore
Garment City Company, Lahore (Rs 587 million); Faisalabad Garment City Company,
Faisalabad (R. 499 miflion); Providing & Laying Dedicated 48 inch Diameter Mild Steel
Water Pipeline for the Pakistan Textile City Karachi (Rs 637 million).

Provincial Interventions

The provinces are actively involved in establishing industrial zones through their Small
Industries Devefopment Boards (S1DBs) and Corporation to promote Small and
Medium Enterprises (SMEs) in order to generate employment and revenue through
their own efforts. All provincial governments have established various industrial estates
in different parts of their respective provinces to cater to the needs of investors. The
provincial governments are also striving to help their artisans by providing training,
equipment, and financing s0 that they may sale their products in better way and thus
improve their socio-economic conditions. For example ceramics and coloured tiles &
pottery industry in Punjab and Sindh, wood work & engraving in Punjab & Khyber
Pakhtunkhwa, and embroidery industry throughout the country. After the devastating
floads of 2010 in Khyber Pakhtunkhwa, World Bank has established a Multi Donor
Trust Fund (MDTF) with total amount of $ 139 milfion in order to help the local people,
particularly in revitalizing and rehabilitating their livelihood. Out of this $ 20 milkion
(grant component) is presently earmarked for two projects, i.e. Economic Revitalization
in Khyber Pakhtunkhwa (Rs 1,118 million); and Economic Rehabilitation and
Revitalization in FATA (Rs 595 million). The main objective of these two projects is to
help local SMEs rehabiiitate and revitalize through matching grants.
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9.2 Mining and Quarrying

Pakistan is rich with all type of mineral resources but their development of these has
been limited due to lack of financial and technical resources. Besides oif and gas,
sorme industrial minerals such as chromites iimestone, rock salt, marble, gypsum and a
modest amount of coal for power generation are aiso mined. Pakistan possesses a
large number of industrial rocks, metallic and non-metallic minerals which have not yet
been evaluated in detail for their physiochemical characteristics and industrial uses.
Minerals are exploited by a large number of small private companies with crude and
wasteful methods which damage deposits. There is an urgent need to undertake
further field and laboratory studies on these deposits for accelerating the pace of
development of mineral resources in the country.

There has been very limited exploration by using modern managements; adequate
capital and appropriate technical know-how, therefore, mining sector contributes a little
towards GDP. Most of mineral deposits are concentrated in Balochistan. There is huge
gap between the potentiat and actual production. Whatever minerals were produced,
its production has been affected by law and order situation, absence of necessary
infrastructure and lack of technical capacity of mining. There is need for the
development of technologics for processing different indigenous ores to extract
products of high commercial value that can play a dominant role in economic uplift,
employment generation and exports.

g.2.1 Chalienges and Strategy

The main chalienges faced by the mining and strategy to improve its outpui are
discussed as under:

Challenges

« Lack of surveys of un-cropped areas

« Non-availability of hi-tech latest technology and machinery due to scarcity of
funds

« Non-deployment of technical and professional staff

. Low-value addition of ores and export of raw material at the low price

e Poor law and order situation

Strategy for Improvement

e Remove uncertainties in the law and order situation through political stability

« Encourage foreign capital and technology

« Discourage export of raw ore such as gold, copper and other precious stones
and process at home

+ Develop expertise on the nature and origin of national mineral resources like
the development of innovative exploration guidelines, techniques and
technologies

e Undertake steps for mapping and interpreting the geology of related areas by
framing firm standards for and undertaking contracted aeromagnetic geo-
chemical and airborne radiometric surveys

o Implement Mineral Policy in its true spirits with the objective to facilitate private
investment in mineral development
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g.22 Review 05‘2’01 1-2012

During 2011-12, Mining and Quarrying sector has shown a growth of 4.4% compared
with -1.28% in 2010-11. This increase is mainly due to the higher production of gas
and coal. In 2011-12, GSP executed five development projects with an allocation of Rs
104 million for the year while the expenditure stood at Rs 50.4 million reflecting 49%
utilization (Table 9.1). During the year under review, the main thrust was on uplifting
and building of institutional setup, development of Coal Policy, updating of Mineral
Policy. Similarly, initiatives for accelerated geological mapping and geo-chemical
exploration as well as strengthening of Geosciences Advance Research Labs were
also pursued. The main projects initiated in this regard include “Strengthening and
Capacity Building of Mineral WwWing” (Rs 95 million;, “National Coa! Policy” (Rs 25
million),” Review / Updation of Vineial Policy” (Rs 4.5 millior) and “Up-gradation /
Strengthening of Geosciences Advance Research Labs”, (Rs 199 million).

Table 9.1;: PSDP Allocation and Utilization 2011-12 and 2012-13
_., (RsMillion)

Lo _ T 201112 | 201112 2012:13
Project - . .- . . PpspP i Likely | PsDP
N T = .| Aliocation | Utilization wk Allocation .
s . ; - _7A]- S Kt - i :
i - i i | i
1 Strengthemng and Capacity building of mineral 19.0 ! 79 ) '
1 Wing | i ;
| National Coal Policy . 50 L 30 -
Review / updation of Mineral Policy ' 0.8 i ) : 10
. SR N R
. Upgradation / Strengthening  of Geoscience | ;
Advance Research Laboratories, Geological ! 38.7 ; 21.2 32.0
' Survey of Pakistan 2006-12 5 g
s e e S — e
| Accelerated Geological mapping and E |
Geochemical Exploration of the out-crop area | 475 , 190 54.0
. of Pakistan. |
 (2006-10) ‘ _
: —— o o
| Petroleum House 1 - j - 200.0 §
Total ! 1040 | 504 268.0 |
! A o 5

The comparison of production data 2010-11 and 2011-12 indicates surge in the growth
rates of coal, oil, gas, rock salt (7%), gypsum (4%, dolomite (77%) and sulphur (4%)
where as a declining trend is observed in limestone (-15%), china clay (-39%),
chromites (-55%), silica sand (-29%} magnsite (-38%) and Baryte (-42%). Detail of
produciion data of selected minerals is given in Table 9.2
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Table 9.2: Production of Selected Minerals
(000 tones)

T T TMinerals T Production T % Growth
e e LT Taotortl L 20UM2
Gl T 3 T pg8a 222
“Crude Ol (000BBLS) o280t TTomasa 22
"Natural Gas (MMCFT)  Ha7ise0 o tes3oses L A0
Rock Salt Tyes4 1988 L 1B
CGypsum ' 244
{Limestone 67

| China Clay a 125 -
Chromites 581.9

_ salicaSand .. 288

' Dolomite . .. . -
CMangesite e e _-400
CSulphUr e e [ < S
! Baryte o 32 i 32 [

""""" Source: Provincial Governments an Pakisian Bureau of Statistics (PBS;
The major technical activities, accomplishments and progress made by GSP during
2011-12 are described as under:

Regional Geological Mapping

The regionai geological mapping of total area of 3,840 sq. km on 1:50,000 scale was
completed in different parts of the country. The geological mapping included the
coverage of 1,280 sq. km. area in Sindh; 1,280 sq. km. area in Balochistan; 640 sq.
km. in Punjab and 640 sq. km. area in Khyber Pukahtunkhwa.

« Paleontologic and Stratigraphic Studies
_ Paleontological Investigation of the Paleocene and Eocene Formations in
the western Lakhi Range of Sindh Province

+ Regional Geophysical Mapping
_ Ground Magnetic and Regional Gravity Surveys at Kuli Koh, Dalbandin for
iron Ore Exploration for Pakistan Steel.
_  Semi Regional Gravity and Magnetic Survey in Jaranwala Faisalabad
area, Punjab

« Geology (Economic}

_ Thar — Underground Coal Gasification project
GSP discovered over 175 bilion tons of lignite coal in Thar Desert in 1992.
The development of Thar coal reserves has been included in the priority list
of projects, which are likely to be taunched during the current financial year.
in this connection, the GSP has successiully completed drilling of 14 out of
38 gas wells for the project “Underground Coal Gasification” (UCG) at Thar
Sindh.

— Large scale geological and topographic mapping for iron ore exploration in
Kuli Koh, Dalbandin, Balochistan on the request of Pakistan Steel.
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« International Collaborative Projects
_ Reconnaissance Survey of Geo-hazards and their Preventions and
management in Earthquake hit areas (Neeium and Kaghan Valley,
North Pakistan) with the Federa! Institute of Geosciences and Natural
Resources, Hanover (BGR).

+ Research Projects
_  Mineralogy and Genesis of Havelian iron ore prospect, District
Abbotabad.
_ Petrology and Geochemistiy of Khanozai, ophiolite complex,
Balochistan.

s Drilling Operations
_ GSP undertook drilling operaticns under its different development
projects, especially for underground coal gasification at Thar, Sindh.

s Chemica! Laberatory Work
-~ Analyzed 430 samples for 3,440 estimations in GSP labs at Quetta,
Lahore and Karachi. Sample preparation section at Geosciences lab,
lslamabad prepared 224 powdered samples, 10 thin and 15 polished
sections and its chemical section analyzed 580 samples for 4640
estimations by XRF, AAS and wet analysis and analyzed 215 samples
by XRF, XRD and AAS.

« Accelerated Geological Mapping and Geochemical Exploration of the out-
crop area of Pakistan.

- Regional geological mapping of 1200 sq.km area on 1:50,000 scales,
with the help of imageries and aerial photographs, are in progress.

— 20 Geological sections will be measured during this Geological mapping
and 3,000 Sample will be collected for laboratory studies

- Compiled /digitized 32 geological maps

- Analysis of already collected samples is in progress in various
laboratories of the GSP

« Up-gradation/Strengthening of Geosciences Advance Research
Laboratories, Geological Survey of Pakistan.
_  Construction of building for Human Resource Development Centre and
hostel is 98% complete
—  Purchase and installation of equipment by experts has been completed.
Procurement of Furniture and Fixture is in Progress
- Training of GeoLab & GSP scientists on newly installed equipment and
related subjects has been arranged and com pleted
_ o Advanced Training Courses in various disciplines of Geology by
National/ International Experts arranged

9.2.3 Outlook for 2012-13
The growth rate of mining for 20012-13 is set at 3%. Focus of the mineral policy is on

oil, gas, coal, iron ore, copper, and chromites to reduce import dependence. PSDP
allocation of Rs 268 million has been made for mining this year. (Table 9.1)
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During the year 2012-13 an area of about 3,900 sq. km is planned to be mapped in
different parts of the country. About 300 samples will be collected and analyzed under
geochemical surveying. Efforts will be concentrated on expioration and evaluation of
coalfields in Punjab, Sindh and Balochistan. These studies aim at enhancing coal
resource base and supplementing power generation and substituting furnace oil in
different industrial units in the country. Copper, lead-zinc suiphide and iron ore
occurrences in Chagai and { ashela-Khuzdar Districts in Balochistan will be further
explored. A total of 2 pore holes are tentatively planned to be drilled for a cumulative

depth of 500 meters under different development projects.

The ongaing projects namely “Uip gradation / strengthening of Geosciences Advance
Research ‘aboratories, «pccelerated  (Geological mapping and Geo chemical
expiloration of the out crop areas’ as well as the project review / updation of Mineral
Policy” will cortinue in the year 2012-13. A new project titled Petroleum House” is also
allocated an amount of Bs 200.0 million. The Ministry of Petroleum & Natural
Resources wilf also execute the folfowing project during 2012-13:
. Promotion and Capacity Buiiding of Mineral Sector of Pakistan (Rs 100 million)
 Integrated Minerals GIS and National Cadastre Data Center  {Rs 40 /A )
+ Development of Infrastructure in mining areas of Pakistan {Rs 1,400 // )
« Establishment of Directorate for the Mineral Development of ICT (Rs 200 i)

9.3 Commerce

Commerce is the key to economic growth. it plays a pivotal role in boosting GDP
growth through domestic and international trade. Wholesale and retail sector has
shown a growth of 2.1%; whereas, the exports wili be close 1o US$ 25 billion this year.
The major exports of Pakistan are: cotton and textile products, rice, wheat, gems &
jewelry, leather goods, sports goods, footwear, light engineering goods, surgical
instruments, pharmaceuticai and cement. Major import items of Pakistan are crude o,

petroleum products, and edible oil.
2.21 Challenges and Strategy

The various challenges faced by the commerce sector and elements of the strategy 1o
foster trade are given as under.

Challenges

« Non-vibrant domestic markets

« Less competitiveness of our products

. Protection through tariff and non-tariff barriers
» Inadequate use of information technology

» inefficient transportation system

o Non-branded items

Strategy for Improvement

« Ensure vibrant, efficient and responsive markets

« Improve competitiveness of our products through enhancement of productivity
and high value-addition

» Eliminate of tariff and non-tariff trade barriers

e Efficient use of information technology

e Efficient transportation system

+ Brand development of our products
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e Orgeiizing Expos and trade fair Sreousntly in e country as well as ensunng
participation in trade fairs abroad
+ Strengthen CCP to protect consurmer and producer interests

9.3.2 Review of 2011-12 and outlook for 2012-13

In the year 2011-12, an allocation of Bs 506.9 million was made for the development
of Commerce, out of which an expenditure of Bs 371.4 million is likely to be incurred.
The percentage utilization would be around 73%. Allocation for the next year 2012-13
has been earmarked to Rs 500 mitlion. (Table 9.3)

Major projects conceived as a resuft of Trade Policy initiatives aims at enhancing
social accountability, creaiing trained and qualified manpower in the field of fashion
and design, textile, furniture, gems and jewellery, footwear to strengthen export base
of the country by providing state of the art products in world market, restructuring of
Pakistan Institute of Trade and Deveiopment to serve as a centre of excellence for
training and research in international trade and commerce, simplification of trade and
transport procedures, strengthening SPS facilities and quality inspection services in
compliance with WTO and establishing integrated National Animal & Plant heatth
cervices. Project-wise financial progress for 2011-12 and altocation for 2012-13 are
given in Table 9.3.

Table 9.3 PSDP Allocation and Utilization 2012-13

(Rs Million)
2011442 | 201213
o Ciayea D Al “Allocation
Adoption of Soctal Accountabiiity — 8000 {SA-8000) : 40.0
Purchase of Equipment, Furnishing, Curriculum and
Training of PSFD, Lahore 180.0 142.8 144.0
Restructuring of Pakistan Institute of Trade and 137.0 518 70.0
Development (PITAD) : ' 1 ‘
Trade and Transport Facilitation Unit-2 : Trade and 50.0 50.0 L 800
| Transport Facilitation Unit (TTFU World Bank) ’ : '
Up-gradation and Establishment of  Animal !
Quarantine Station _ 28 231 100.0
Creation of Planning & Monitoring wing in MoC ¢ 100 6.7 0.0
Establishment of Animal Quarantine- Station, “
Gwadar : 4.5 3.1 19.9
Special Program for Strengthening SPS Facilities &
Quality Inspection Services in Compliance with
WTO. Establishment of an Inlegrated National 82.3 723 70.0
Animal and Ptant Health Inspection Services
(NAPHIS) . : -
Program Management Unit (PMU) for setting up of ‘w
Regional Reconstruction Opportunity ZONES for 0.6 0.6 -
trade in FATA, KPK, Baluchistan and AJK i
Additional work of Expo Centre Lahote Phase-11 - ST 2000
B Total . 506.9 371.4 7239 |
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Presently the Ministry of Commerce has a porifolic of 8 ongoing projects. Due 1o
reduction in development allocations for the preceding years, gestation period of these
projects had to be extended resulting in cost overrun. The throw-forward of these
projects as on 1st July, 2012, would be Rs 1,259 mifion. In additicn a new project
titled “Additional Works of Export Centre, Lahore - Phase-il" has recently been
approved by COWP at a cost of Rs 955 million for which an allocation of Rs 3 million
has been made. Project wise achievemants are discussed as under.

. Adoption of Social Accountability-8000 (SA-8000)

The project envisages Cettification of 250 firms under SA-8000 Standards by
providing subsidy as matching grant amounting maximum 1o Re 0.4 million to
each selected firm 1o compensate their certification cost and aiso motivating
the firme/ enterprises through conducting awaurencss seminars/ courses all
aver the country. So far certificates of 94 firms have baen receivad while
certificates of 170 firms are in process. An ailocation of Rs 20.0 milion was
made to this project during (2011-12} which will be utilized to the extent of Rs
18 million. For the next 5042-13, an aliocation of Rs 40.0 million has been
proposed for this project. The projact is expected to be completed by 31st
December, 2012.

« Purchase of Equipment, Furnishing, Curricuium Development and
Training of PIFD, Lahore
The Project aims at enhancing the status of Pakistan Instituie of Fashion
Design (PIFD), at the level of University with the introduction of four new
departments namety; (i} Department of Fashion & Design, (i) Department of
Textite Design, (iii) Department of Accessorias & Product Design {Furniture,
Footwear, Gems & Jewellery) and (iv) Depariment of Fashion and Marketing
Promotion for skill development in various aris, to strengthen export base of the
country by providing state of the art products in world matrket. The Institute has
been affiliated with L'Ecole de La Chambre Syndicale Paris, one of the
prestigious French cederation Fashion Designer Schools. During 2011-12 an
allocation of Rs 180 million was made and Rs 142.8 million is fikely to be
utitized. For 2012-13 an allocation of Rs 125 million has been proposec.
Tenders for Rs 88 milion were floated for procurement of physical assets while
expenditure was incurred on foreign training of iaculty members and  the
5012-13, remaining physical assets will be procured beside payment of
affiliation fee to foreign Universities and training charges of faculty members
from foreign Universities.

« Restructuring of Foreign Trade Institute of Pakistan (ETIP), isiamabad
The project has been designed to up-grade Pakistan Instituie of Trade and
Development (PITAD) and to construct its own building. The existing building of
PITAD has been equipped with necessary equipment and machinery while
currently construction work on the new building with hostel facilities is going on.
Overall progress is 40% while 20% progress in construction work has been
achieved so far. The restructured PITAD will serve as platform for Trade Policy
formulation, cater for research nesds of trade related Ministries as well as
Pakistan’s industrial secior and will act as a regional Centre of Excellence for
training and research In international trade. An allocation of Rs 137 million was
made to this project during 201 1-12 out of which Rs £4.8 miilion will be utilized.
Amount of Rs 93.2 miliion has been propesed for this in 2012-13 to compleie it.
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« Trade and Transportation Facilitation Project-2: Trade and Transport
Facilitation Unit (TTFU) - World Bank
The project was financed under National Trade Corridor improvement
programme, aims at simplification of procedures, improve logistics and up-date
various carriage of goods Acts. Following activiies have been undertaken
during the year 2011-12:

— The implementation of National Trade Facilitation Strategy (NTFS) is
being monitored/ reviewed in the light of proposed WTO Trade Facilitation
Agreement

—  Capacity building of freight forwarders continued. Regulatory Mechanism
of freight forwarders industry is being finalized. Training of Trainers
Program to improve capacity building and professional competitiveness of
freight forwarders is in progress

_  Work for accession of Pakistan to the TiR Convention 1975 is in final
slages

— Strengthening of NTTFC and revision of its TORs is being done in
consuitation with UNCTAD and World Bank

_ Legislation process for Service Providers Regulatory Authority Bill is in
progress

During the 2012-13, the project will continue to work on National Trade
Faciltation Strategy and WTO Commitments, WTO trade facilitation
negotiations and regional cooperation mechanism, Trade procedures analysis,
trade, transport and transit operation analysis and corresponding capacity
building. An allocation of Rs 50.0 million was made to this project in PSDP
2011-12 which will be fully utilized. For 2012-13, an allocation of Rs 80 million
has been earmarked.

« Up-gradation and Establishment of Animal Quarantine Station in Pakistan
An allocation of Rs 23.1 million was made to this project during 2011-12 which
will be fully utilized. For the year 2012-13, an allocation of Rs 53.0 million has
been proposed. The project has been designed to provide certification services
to the exporters and importers of animats and animal products through
examination and laboratory tests of uniforms international standard to meet the
international trade requirements. The project comprises of seven components
which includes up-gradation of animal Quarantine Stations at Lahore,
Istamabad, Peshawar, Multan Sialkot and establishment of Animal Quarantine
Stations at Khunujrab and Khokhrapay.

« Establishment of Animal Quarantine Station at Gwadar, Balochistan

An allocation of Rs 4.5 million was made in 201 1-12 and Rs 3.1 million is likely
to be utilized. For the year 2012-13, an aflocation of Rs 18.6 million has been
envisaged. The project has been designed to provide certification services to
the exporters and importers of animals and animal products who will import or
export from Gwader, Seaport. For this purpose, animal quarantine station has
been established at Gwadar in a rented building. The project has acquired land
to construct its own building.
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« Special Programme sor Strengihening SPS Facilities and Quaiity

inspection Services in complance with WTO - Establishment of
integrated Mational Animal and plant Health [Inspection Services
(NAPHIS)

The project has been designed to put in place an integrated Sanitary anc
Phytosanitary (8PS) Maragement Sysiem in relation with international trade
with other countries. Major activities to be undertaken inciude: (it Development
of an intagrated SPS Management Sysien, (i} Capacity Building of 7
Agricultural Line Departments/ Labs for international accredition, (i} Ensure
compliance of national/ internationai food safety/ quality standards for better
trade in agriculture nroduct/ livestock, (iv) Set-up National Enquiry Point/ Focal
Point for SPS Management Sysiem & {vy Establish HNAPHIS, as a Regulatory
Body. Overali picgress of the project is 70%.

An ailocaiion of Rs 82 3 million was made in 2011-12 and R& 72.3 mitlion is
likely to be utilized. Eor the year 2012-13. remaining balance of Bs 87.2 milfion
has been earmarked.

. Creation of Planning and Monitoring Wing in Minigtry of Commerce
The project has been launched to plan, formulaie, process and monitor
impiementation of development projects of Winistry of Commerce. An allocation
of Bs 10 miflion was made io this project auring n011-12 which is likety to be

utilized. The project stands completed in June 2012

. Additional Works of EXpo Centre, Lahore

Phase-t of Expo Centre was completed at a cost ot Rs 3415 million with 2
Expo Halls and & Convention Centre with alied (acilities. The Phase-il of fhe
project aims at enhancing Exhibition Hails =% and 4 and addiiicnal technology
works at Expo Centre, Lahore. The enhancement in Expo Centre are needed
{0 provide eniarged state of art modern facilities for promotion of Pakisian's
exports and other related economic actvities. The proposed enhancements in
Expo Cenire will provide over 12,000 sq. meter additional space to the local
and foreign manufacturers / traders to exhibit their products for promoting their
businesses. 1otal cost of Phase It of the project is As 955 milion. A token
aliocation of Rs 3 mitlion has heen set conditionally for this project in the PSDF
2012-13.
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Energy is essential both for high and sustainable growth. Pakistan has been facing an
unprecedented energy crisis for past few years due to widening demand and supply
gap. Its current energy demand far exceeds its indigenous supplies.

Pakistan's primary energy supplies heavily depend upon the imported crude oil and
petroleum products due to which the country’s oit import bill is about $ 13 pillion which
is a huge hurden on the economy. In order to curtail the oif import bill 10 a sustainabls
level and to cater the energy needs of all sectors, the Government is pursuing poticies
of attracting private investment in the energy sector and o repiace the imported
furnace and diesel oil with altemate fuels ina sustainable manner at competitive prices
with a greater reliance on indigencus resources. Moreover, initiatives like import of
piped gas, LNG and LPG as alternative fuels were taken. New initiatives inclucle
canversion of existing thermal power stations on indigenous /imported coal, operation
and maintenance of public sector power projects through privaie sector O&M
contractors and implementation of upfront tariff.

The present energy scenario suggests that an affordable and sustainable energy road
map for the country is essential to capitalize on the use of indigenous resources in our
energy mix. Development of indigenous energy resources such as coal, hydro and
alternative/ renewable sources is critical for our country's economic growth.

Power load shedding in the recent past is estimated to be around 25% of the system
demand, and has led to a substantial decline in potential economic growth. The
average supply remained 12,400 MW against the demand of 17,400 MW and the
shortfall during April 2012 being 5,000 MW primarily due to fuel supply constrainis and
low hydroelectric generation. High fuel cost for thermal power generation, continued
high losses in transmission and distribution, ineificiencies of generation, below cost
tariffs and non-payment of electricity dues by the public and private consumers have
resulted in a huge circular debt. The energy sector debt is threatening the entire supply
chain from oil refineries, cil marketing companies (OMCs) to power producers. This
problem needs 10 be resolved to ensure the survival of the power sector, aftract
investments and fo enable the power sector to contribute towards the development of
the economy. Capacity additions alone will not resolve the problem of load shedding;
the supply of primary fuels need to be assured. Additions, however, have fallen far
below schedule in recent years. Long lead times and capital intensity of major
hydropower projects, coal development and renewable energy projects require careful
planning and timely promotion of private investments. Invesiment in transmissicn and
distribution is to be undertaken in paralief to the development of major generation
projects.

10.1 Energy Strategy

The implementation Framewaork for Growth Strategy for Energy Sector emphasizes on
the measure for improved governance, rationalization of energy prices, enhancec
energy generation and efficient use. In arder to initiate work on implementation of
these measures, power sector reforms mainly covering governance, pricing and iggal
areas were envisaged for sustainable, affordable and refiable power supply.
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Alternative Energy Development Initiatives

In order to attract foreign investment and to promcte the alternative enefgy
development in the country, the “Policy for Development of Renewable Energy for
Power Generation” was evolved that offers the following incentives.

incentives for development of Alternatives Energy Resources
Wind risk in certain areas (risk of variability of wind speed)
Guaranteed electricity purchase

Grid provision is the responsibllity of the purchaser
Protection against political risk

Attractive tariff (cost plus with up to 17% ROE), indexed to inflation and
exchange rate variation (Rupee / Doliar)

Euro/doliar parity aliowed

Carbon credits available

No Import duties on equipment

Exemptions on Income tax/withholding tax and sales tax
Permission to issue corporate registered bonds

L ] » L] L] L] -

10.2 Power Sector

10.2.1 Review of 2011-12

The installed power generating capacity increased from 22,863 MW in June 2011 to
23,718 MW expected in June 2012 through addition of 420 MW in PEPCO system and
560 MW in KESC, total addition in capacity being 980 MW (Tabies 10.1, 10.2 and
10.3).

Table 10.1 Physical Targets and Achievements: Power Sector
2010-11 2011-12 and 2012-13

2

R _Proyisionat . !
Additional Installed Capacity (MW) 2150 980 1104
Total Installed Capagity (MW) __ T Toses | oavis | easo2

Growth Rate (%) 20 51
Maximum Demand (MW) : 21086 22016 23069
 GrowhRae(%) i 4.8 52
Enorgy Generation (GWR) | 105411 124501 | 131562

Growth Rate (%) 98 7
Annual Energy Sales (GWh) 81731 99336 105819 |
- Growth Rate (%) 21.5 6.5
Tiangmission and Disiufon Losses (. of | w2 | 98
Consumers Cumulative (Million) 22.64 23.46 24.29
Consumers Added (Milion) - 073 0.83 083
Erectrification of Villages/Abadies (Nos.) 165,045 | 177324 | 189,606 |
Addition (Nos.) - - 11,772 12,282 12,282
Source: NTDC & KESC
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Tuble 10.2 Physical Targets and Achievements: Power PEPCO System
2010-11, 2011-12 and 2012-13

201011 .| 2011412 . 201213
S Prowsuonal_ 1. Estimate | Target- .
Additional Installed Capacity (MW) L 2150 *420 | 1104 |
Total Installed Capacity (MW) L 21,042 21462 | 22, 566 |
— e - - o B T e e e
!Growth Rate (%) 2.0% : 5.1%
Maximurm Demand (MW) B BT XY 16,400 20,401 |
e et e e oy e PO ———— i B e e J— e — ; [ — 7i
Growth Rate (%) ; t 4.8% i 5.2% ;
ru....ﬂg_ “ — o S _._J=...,, e e i
IEnergy Generation (GWh) ‘; 90,575 109,825 116,002
IGrowth Rate (%) 213% | 56%
Annual Energy Sales (GWh) . 71,872 i 89,019 . 94,538
[ bk R EEf S S
Growth Rate (%) | 24.2% 6.2%
T mission & Distribution Los
ransmission & Distribution ses 18.9% : 18.5%
|System Losses ( ) ! !
= N IR . -
Consumers CumuIatwe (Muhon) 20.31 21 09 21.87
Consumers Added {Million) 0 73 0 78 0.78
E!ectrmcataon of Vullages/Abadtes (Nos ) 164 532 176 744 3 188,956
Addition (Nos.) ' 11,705 12242 . 12212
A [ JE A —
Source: NTDC
* Expected Addition in 2011-12 Mw
‘ Khan Khawar 72
| Chashnup-il 325
1 Gomal Zam HPP 17
Zorlu Wind (Phase-l) 6
| Total R 420
**planned Addition in 2012-13 MW
—rlannes Ao I e e
Nandipur 364
Fauji Wind 50
Jinnah HPP 95
UAE GT Faisalabad 268
Jamal Din Wali 76
Allai Khwar 121
Duber Khwar 130
Total o . 1108
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Table 10.3 Physical Targets and Achievements: Power KESC System
2010-11, 2011-12 and 2012-13

@Et_iithnal Instal[eﬂ?_aﬂ@_i_tﬂy_&MW) - 560* - |
) —

Total Installed Gapacity (MW) 1821 2256 2256
Growth Rate (%) _ » 2.4% 0%
vedmumDemand (W) | 2585 Toe16 | 2688
Growth Rate (%) R 0% | 2% |
Energy Generatiort (GWh) e 14836 14676 15560
Growth Rate (%) N 1% 6%
Annual Energy Sales (GWh) T 10317 11281
ommne e w
Té;rojﬁzagnzrr\:ﬁgf;tnbution L.ossqs ) | 3% 30% 8%, |
Consumers Cumulative (Million) . : - 233 2.37 242
6onsumer§—Added (Million) o e Y o005
Elgc'trification of Viilag;_s/Ab_adies (_No-sv._)w : ' 510 EBO#_——N 6—5_OMM ’
paatonios) | s Lo [

Source: KESC
* 560 MW Bin Qasim Combined Cycle Power Station - Il
(3x125 MW Gas Turbines + 1x185 MW Stream Turbine)

In public power sector, the following projects activities were undertaken during the
year:

e Khan Khwar Hydro Power Project of 72 MW has completed in April, 2012 and
Gomal Zam HPP 17 MW will be completed in June, 2012

. Civil works of Mangla dam raising project completed

. In order to increase the share of hydropower in energy supply as well as to
augment the existing water storage facilities in the public sector, work on
medium term hydropower projects is in progress: (i) Allai Khwar (121 MW) (ii)
Dubar Khwar(130 MW) (iii) Jinnah (96 MW) (iv) Neelum Jhelum (969 MW)
and (v) Golen Gol (106 MW)

« Work on detailed Engineering Design and tender documents of the following
hydel power dams made progress (i) Bunji HPP ( 7100 MW Y, (i) Phandar
HPP ( 80 MW ); (iii) Keyal Khwar (122 MW ); {iv) Lawi (70 MW); (v} Tarbela
4" Extension (1410 MW); and (vi) Dasu HPP (4320 MW)

« Feasibility study of the following projects is in progress: (i) Palas Valley HPP
(621 MW), (i) Spat Gah HPP (567 MW), (iii) Thakot HPP (2800 MW), (iv}
Basho HPP (28 MW), (v) Harpo HPP (33 MW), and (vi) Patan HPP (2800 MW)

e Ground breaking for commencement of works on Diamer Basha Dam was
undertaken
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Consultants were appeinted for detailed engineering design & tender

documents preparation for Dasu HPP in Sep. 2011. The World Bank signed

agreement for Tarbela 4" Extension project and work on Dawat Dam is at

advance stages

« Chashma Nuclear Power Plant unit (C-2) started its operation since May 2011.
The work on the construction of two more units, C-3 and C-4, is in progress.
The commercial operation of these units is expected to startin December 2016
and October 2017, respectively

« KESC's 560 MW- Bin Qasim combined cycie plant (BQPS-I) is expected to be
fully operational by the end of current year

. 425 MW Combine Cycle Power Plant at Nandipur and Chichoki Mallian
(525 MW) faced litigation problems. However, net capacity addition of 364 MW
is expected in Nandipur during the year where as the work on the Chicihori
Mallian is not expected during the next year

. 1320 MW has been recovered through repair & rehabilitation of TPS
Muzaffargarh. Further, it is expected that an additional 160 MW will also be
added back in system after complete rehabilitation on units 1-6 at Muzaffargarh
by the end of year 2011-12

e Work on the Fauji Wind (50 MW) continued during the year and Zorlu wind
(Phase-|, 6 MW) was completed ,

« The first ever on-grid solar station of the country {178 KW) {pilot plant), at the

parking area of the Planning Commission Building, Islamabad was completed

and commissioned in March, 2012. A similar unit was also made operationai in

the parking area of Pakistan Engineering Council. Both these units have been

instalied with the technicai and financial assistance of JICA

i

During the fiscal year 2011-12 following IPPs remained under construction. Detail is
given in Table 10.4.

Table 10.4: {PPs under Construction

New Bong Escape | 7.5 km Downstream
_Hydropower-Project - of Mangla Dam, AJK 84 215 May 2013

o | Dera Murad '
Uch I:I Power -PFO]BC'[ Jamali, Balochistan 375 494 Dec 2013
Patrind Hydropower | Kunhar River,
Project KPKIAJK 147 362 D_ec 2016 |
E 606 1,071 _
. i

Two meetings on power sector reforms of reievant stakeholder were held at Islamabad
and Lahore during 2011. In line with recommendations of these meetings, the
dissolution of PEPCO is under way. The programs supporiing capacity building of
DISCOs staff and the Board of Directors (BOD), rehabilitation and up gradation of
existing GENCO power plants is underway with technical assistance of USAID. Main
features of the power reforms are shown in Box 10.1.
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Box 10.1 Power Sector Reforms

Government has undertaken structural reforms in the power sector under the Power Sector '
" Reform Plan (2010) finalized by the Cabinet Committee on Restructuring (CCOR). -
implementation aof PSAP has been expadited and upgraded under the Power Sectar
Recovery Plan 2011. The plans are based on six piflars: i) improved governance structure, i) &
?supporﬁve legal framework, iii} financial sustainability, iv) supply side management, V) :
! demand side management and vi} promote private sector participatian in the sector. }
" Features of the refarms are presented as under: :

o Ensuring autonomy to power sector companies .

s Ensuring effective corporate governance through the professional boards of directors ;
and management g

«  Induction of modem technology and managerial practices

+ Redressing the adverse fuel mix through a least cost generation expansion pian

« Correcting the imbalances in fuet cost s 10 realize maximum economic benefit from ¢
our resources :

» Human resource capacity building in the comparnies, Ministry of Water and Power,
NEPRA and Planning Commission

» Empowering NEPRA through an amendment to directly notify tariffs to avoid the !
recurrence of circular debt through the application of cost recovery tariffs :

s ERer o TaID AL T AZME i ek I - e R IR SR ot T TR S e T e SO MR L €T LR T T e T

Circular Debt issue

Currently the country is facing a major deficit in the power sector on account of circular
debt. The problem arises due to the tariff differential between the actual NEPRA
determined tariffs for difierent DISCOs and the uniform government notified tariff for all
DISCOs. An amount of Rs 30 billion is being added to its circular debt every month.
The current magnitude of circular debt is about Rs 500 billion consisting of the
following components:

. Difference between determined and notified tariffs (73%) Rs 364 billion

« ltems not covered in tariff (11%) Rs 55 bilkion
« Non-coliection (12%) Rs 60 biltion
+ Temporary shortfall/delayed recovery {(4%) Rs 20 billion

The major portion of the circular debt com prises of tariff differential subsidy accounting
for 40% of the total amount. The total actuaily recoverable amount in Feb 2012 was
Rs 83.3 billion. Currently, the tariff differential subsidy is applicable to consumers in all
electricity consumption slabs causing major problems in the power supply system.
During the second Energy Conference held in March 2012, it has been decided to
inctease the lifeline _slab from 50 units to 100 units consumption per month.
Furthermore, it has been decided to remove the subsidy to the consumers with
monthly consumption beyond 100 units.

National Energy Conference 2012

The 2" National Energy Conference 2012 at Lahore was organized by the Planning
Commission and achieved a national consensus on energy policy to overcome energy
crisis. The decisions taken during the Conference are given below:
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~ Initiate new hydropower projests

» Raising of discounted electrically units from 50 to 100, to facilitate the poor and
remove subsidy to higher slabs

« Uniform supply of electricity throughout the country

o Encouragement of private sector investments in the power seclor

o Agreement on promotion of aliernative energy sources

+ Free distribution of energy savers t0 CONsumers

» Government subsidies on solar energy tube-wells to encourage farmers

« Payment of unpaid bilis by the Federal and Provingial governments at the
earliest

- Federal and provincial electricity connections wiil be orovided with prepaid
meter

e Amendment in Electricity Act to eliminate power theft, and appoiniment of
Special Magistrates

e Two off days at government offices

e Season adjusted office timings for summer and winter

. Business and shopping centers to close by 8 p.m. except on Saiurdays

o Complete ban on billboards, neon signs, and decorative lights

« Alternate streetlights to remain switched off

« Renewable energy and nuclear energy to be tapped for additional electricity

10.2.2 Programs for 2012-13

The installed power generating capacity is planned to increase from 23,718 MW in
June 2012 to 24,822 MW in June 2013 through addition of 1,104 MW in PERPCO
system (Tables 10.1, 10.2 and 10.3). In line with the Framework of Growth Strategy
(FEG), the implementation of power secior reforms and restructuring plan will
continue. During 2012-13, the work on the following power secior projects is planned
to be initiated: :

o Allai Khwar Hydel Power Project of 121 MW is planned to begin generation in
Oct. 2012 whereas, eight (8) units of Jinnah of composite generating capacity
of 96 MW wiil be completed in Dec. 2012

e 33 KV Transmission Line (T/L) from 132 KV G/S Thana Bula Khan Distric
Jamshoro HESCO to Dureji {Sub Station at Dureji)

» 132 KV Pringhabad G/S with T/L

+ 132KV Pasinzai G/S with T/L

v 132 KV Karakh Grid Station with T/L

» 132 KV Kan Mehtherzal Grid Station with Allied T/L

« 1200 MW imported coal based integrated jetty and power plant project is being
processed by PPIB. On issuance of LOI by PPIB the feasibility study of project
has earlier been completed

e  GENCO-Il TPS Guddu has planned for rehabilitation of Units 1 to 13 depending
on the availability of funds which will add 405 MW to the national grid

e Genco-ll Guddu is instaliing additionai 747 MW plant with the help of China
which will be completed after June 2013
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10.3 Fuel Sector

10.3.1 Review of 2011 -12

Oil and Gas

During 2011-12, the expected local crude oil production of 64,624 barrels per day
(BPD) wilt fall short of the projection of 69,000 BPD. However, domestic gas
production (at well-head) is expected to De 4,197 MMCFD against the target of 4,791
MMCED. A total of only 50 wells (20 exploratory and 30 appraisal/deveiopmeni welis)
are expected to be drilled against the taigst of 100 wells. The following policy
measures were taken to enhance Exploration and Production (E & P) activities!

e Petroieum Policy 2009 was reviewed and Petroieum Policy 2012 is in offing. It
is expected that consequent upon promulgation of Petroleum (Exploration &
Production) Policy 2012 exploration and production will increase considerabty

e Tight gas (Expioration & Production) Policy, 2011 to attract exploration
companies to invest in tight gas fields has been formulated

e Low BTU gas pricing policy. 2012 and Shale Gas Policy, 2012 are being
formulated in order to exploit the nydrocarbon to allsviate shortage of enargy.

Natural Gas

During 2011-12, the two Gas Utiiity Companies (SNGPL and SSGCL) have leid 35 Km
sag Transnission netwerk 3410 km Distribution and 937 km services lines and
connected 262 villages / towns ic gas network. During the year ¢gas utiiity comparies
have invested Rsi 420 mililons on transmission projecis, Rs 7,085 million on
distribution projects anc Re 3, 588 miliion on other projects bringing {otal invesiment to
about Rs 12,081 mitlion. During this period 021 313 additional gas connections
including 220,284 domastic; 849 commercial and 180 industrial were provided across
the country. In addition 1o the indigenous resources, 1S5GS is also pursuing fwo gas
import projects as fcllows:

Iran-Pakistan {iP) Pipeiine

The estimated coat of laying the Pakisian segrrent of the 42" diameter pipaiine is USS
1 245 billion. The progress made during the year is summarized below:

» Appointment of E&PM consultant Aprit 2011

s HBoute reconnaissance suivey July 2011

. Issuance of tender document 10 iine pipe supplier March 2012

« Inferim Front End Engineering Design March 2012

e Interim Bankable Feasibility study {BFS) March 2012

o Detailed Route Survey (DRS) Apiil 2012

« Targeted Agreement (all Parties) on Transit Fee 16"— 7™ April 2012

Turkmenistan-Afghanistan-Pakis’ian—%ndia (TAPI) pipeiiner

About 3.2 BCFD gas will flow through the 1,680 km pipeline from Turkmenistan tc
Afghanistan (500 MMCFD). Pakistan {1,325 MMCFD) and Incia (1,325 MMCFD). The
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estimated cost of the 56" pipeline is about US$ 7.6 billion. The progress made during
the year is summarized below:
+ Theis" TWG meeting was held in Dubai during 90-23 February 2012 to
discuss GSPA, transit fee and next phase of TAPI project
« Pakistan-Turkmenistan bilateral meeting on Gas Price Review Mechanism was
held on 22" February 2012 wherein the matter was discussed at length and
agreed subject to the approval by the respective authorities
« On 23" February 2012, Pakistan-india-Afghanistan trilateral meeting was held
on transit fee. The Parties agreed to hold next session in April, 2012 for the
finalization of transit fee.

Liquefied Petrcleum Gas (1 PG)

Liquefied Petroleum Gas (LPG) contributes to about 0.5% of total primary energy
supply mix. Use of LPG as a domestic fue! is being encouraged to hait deforestation in
the area where supply of natural gas is technically not viable. The government has
approved the LPG Policy 2011 which aims to enhance availability of LPG through LPG
imports and indigenously produced LPG. Government has aflowed the use of LPG in
automobiles under the safety framework being regulated by Qil and Gas Regulatory
Authority (OGRA). The comerstone of LPG policy is to ensure enhanced availability of
the product at competitive price. The LPG marketing companies have imported around
84, 789 MT of LPG during July 2011 to February 2012 and the indigenous LPG
production during the same period was 23, 8510 MT.

Liquefied Natural Gas (LNG)

In order to encourage LNG import to abridge widening gap between gas demand and
supply, the government has further improved/liberalized its LNG import policy in the
form of LNG Policy, 2011. The new policy has removed bottlenecks of the previous
policy and encourages private parties to develop LNG projects and sell RLNG to their
end consumer's mutually negotiated price by using the gas network of gas utility
companies. Under the said policy, OGRA have awarded LNG terminal construction
licenses to three private companies and have also allocated conditional pipeline
capacity in the networking of Gas Utility Companies. In addition two companies have
been issued provisional license for LNG terminals.

in the tight of ECC decision to reinforce to reinitiate LNG projects Government intends
to initiate competitive bidding for purchase of LNG through following projects:

» Integrated project Structure
SSGCL and SNGPL wilt purchase RLNG from third party suppliers under an
integrated project structure whereby the RLNG suppliers will import LNG as
well as setup the terminal for storage and re gasification.

# Toiling Terminal
The GOP intends lo negotiate LNG contracts with overseas suppliers on
Government to Government basis and receive the LNG through LNG terminals
io be setup by the private sector parties on the basis of tolling charges to be
paid by SNGPL/ SSGCL.
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Mid and Downstream Qil

The only significant deveiopment is the expected commissioning of 115,000 BPD
refining capacity during 2011-12 by Byco Petroleumn Pakistan Limited (BPPL).
However, this is @ hydro-skimming refiner. Storage capacity was added at Port Qasim
(70,500 tons) by the private sector (Bakri Qil Trading Company).

The access of PARCO's white cil pipeline has been extended to smaller and new

OMCs while moving an additional 193,561 tons of products to cover upcouniry
demand thereby reducing in-land transportation costs.

Coai

The Thar Coalfield is being given priority for exploitation. Thar Ccal Ensrgy Beard
(TCEB), Government of Sindh has assigned 5 coal blocks for development. Block-i of
the Thar Coalfield was allocated to Sino-Sindh Resources (Pvt) Limited, a subsidiary
of the Global Mining of China through internationat competitive bidding in September
2011. The company completed a detailed feasibility study, and it intends to construct
10 million tons per annurm mine and 300 MW power plant by 2015 in the first phase.

The work on the underground gasification pilot project to develop local technology for
production of Syngas from Thar continued. NTDG/PEPCO has been advised to
provide 2 X 10 MW turbines to thes project to demonstrate quality and quantity of gas.

A detailed feasibility study had been completed by Oracle Coalfields of UK for Block-VI
i January 2012, The comparny plans to construct 5 million ton per annum mine and
300 MW pawer plant in the first phase.

10.3.2 Programs for 2012-13
Qil and Gas
Physical Activities

During 2012-13, it is pianned that the crude oil production will increase to £9.000 BFD
whereas gas production will be enhanced to 4,791 MMCFD. Gas will f'c supplied 10
approximately 391, 705 new consumers and about 580 new towns/ viilzges will be
connected to the Gas network. Gas ulility companies have planned to invest Rs.
38,381 million on transmission projects, Rs 21,604 million on distribution projects and
Rs 13,143 million on others projects bringing the total investment of Rs 73,128 million
for the said period. The planned activities regarding import of gas via pipelines are as
follows:

iran-Pakistan {IP) pipeline
Major activities scheduled are as follows:

e Award of contract to line pipes supplier Sepiember 2012

« Finalization Front £nd Engineering design September 2012

« Finalization Bankable Feasibility study (BFS) March 2013

« Completion of Social & Environmentai Impact March 2013
Assessment

« Appointment of EPC Contractor March 2013

« Completion of Land Acquisition formalities July 2013
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Turkmen‘:f;.tan-Afghaz‘:Estan-Pakistan—%ndia (TAPI) Pipeline
Major activities schedu.ed are as follows:

« Signing of all three bilateral GSPAs

. Road Shows to verify potential Consortium Lead

10.4 Financial Allocation

Energy Security and Affordability

May 2012
May — June 2012

Financial allocations and utitization for the Power and Fusl Sectors are summarized
below in Table 10.5. For both power and fuel sectors, an allocation of Rs 192 killion

have been made for 2012-13 against utilization of
sector an allocation of Rs 190
Hs 50 billion is made. This includes ongoing public sector

Rs 147 billion in 2011-12. For power
billion including foreign exchange component of

power projects for

generation and distribution (self-financing and with Government support). An allocation

of Bs 1.8 billion has also been made for the
of Rs 356 miliion in 2011-12.

Table 10.5: Financial Allocations Utilization — Energy Sector

2011-12 and 2012-13

fuel sector against the expected utilization

(PSDP)

. {Rs Million)

T 2011112 SV
-Expected . | A?I?Ci-t-:gn
Utilization | 30 "
.. | Total (Foreign)

e 69,542 U 63082
| WAPDA (Hydel) (11 534) 79,309 i (509
; 71,455 81,170 :
PEPCO (11899) 30,340 | esase)
] 212 | 204
PNRA [ 5 Y Nt R L} N
| 36,303 36,260
}E PAEC (22.673) 36,303 (27.450) %
i Kashmir & Gilgit Baltistan (igg) 593.2 E(Béi%?
| TOTAL (Power) 146,757 | (1 59{?6211 ;.)
b TS - — — __:,. — M——i
| Fuel Sector -~ R
r | 833 e T 4,487
 PAEC (o) ‘()
5.0 268 :.
MPR R W I I L) EES—
TOTAL (Fuel) ?33 356 | jgs)s
' 178,083 | 1a711- T THen,067
GRANDTOTAL | (46,502) 147913 50019) ]

10.5 Provincial Programs

The Departments of Power/Energy have been established in all the Provinces. The

provinces are to manage investments for

upto 50 MW power projects. For projects

above 50 MW, the provinces would be the main drivers and catalysts for marketing

and coordinating projects with the Private Power and Infrastructure

Board (PPIB).
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10.5.1 Khyber Pakhtunkhwa

_ The proposed programs / projects to be undertaken by the Government of Khyber
pakhtunkhwa during 2012-13 are given in Table 10.6:

Table 10.6: KPK Power Projects 2012-13

( Bs Million)

- Source of Financing: "
CKPK ADP - -+
S %'. !
Development of Renewable Encrgy '
" (ADB Assisted) - - o
Pre-Feasibitity Study of Potentiat Power ’
. - 99 -
. Sites ) -
Improvement of Electricity Distribution 55 )
System of Reshun Hydel Station, Chitral
Construction of Office and Residential 51 i
| building at Shishi Hyde! Station Chitral ‘ g
| Feasibility Study of Raw Sites ; 500 10 g0
Purchase of Land for Matiftan HPP ! ™
 Swat (84 MW) . 128 20 80
Construction of Matiltan HPP Swat (84 3,051 10 90 ;
_MW) - B
Construction of Sharmai HPP (115
). B i 2,161 10 90_““77
Construction of 18 MW Koto HPP 570 10 20
Construction of 8 MW Karora HPF in '
District Shangla B 126 10 90 |
Construction of 8 M_W Jabon HPP 193 10 90 |
— —
Construction of Shushai — Zhendoli {
1 HPP (144 MW) | 2,250 10 a0
&w;atructﬁon 'of Shogo Sin HPP (132 1,629 10 %0 i
“Purchase of Land for Lawi HPP (69 207 o ]
MW) Chitral TR A S S
Construction of Lawi HPP (69 MW) 1,224 10 90
| Chitral - - —
Feasibility Study of Kalam Asrit (197
W) e | 85 10 90
Construction of Daral Khawar HPP l
(36.6 MW) Swat 1,392 10 90

10.5.2 Punjab

The proposed programme/ projects 1o be undertaken by the Government of Punjab
during 2012-13 are given in Table 10.7.
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Table 10.7: Punjab Power Projects for 201 2-13

(Rs Miliion)

Activ . Source of Financing: 1"
Taunsa Hydel Project 120 MW ' 53 GoP share 20%

5 ADB Funded Small Hyde! Projects (25 GoP share = 800

: 3,300
MW) : ADB share = 2500
. o 20% through ADP, 80% ADB

5 HPP Sites (SS,MW) : - 300 loan. Feasibility completed.
5 Community Based Micro Hydels 51 GoP Share 128 million
20 MWs on Rice Husking Units : 500 Revolving fund from BoP
Livestock and Dairy Development Farms

(0.5MW) | _ 10 GoP
Community Based Biogas Power Plant 10 p

osmMwy o

Muzaffargarh CSP Project (SOMW ™ . - 30 : i

1UB(2.5 MW) Pilot Solar PV Project ' 856 i

Capacity Building and Research =~ 50 i

Energy Conservation Celt e 5 i

Pilots in Energy Saving TechhoIogiés 3 - 154

' Sclarization of 50 Government offices ' 4 i
Solar Gysers in Government offices 150

Media Campaign’ 30 i

Power Generation Development Fund : 4,000 i

Power Generation. Guarantee Fund : 2,000 "

300 MW Coal Project, Muzaffargarh _ it

Consultancy Services for 50 MW M3 and 25.

MW VAC, Industriai Estate, Faisalabad 70 i

Projects. - SRR

Consuitancy Services for @ MW, Power .

Solutions (PSIC) at Gujranwala, Daska and. 60 p

Khanewal & 25 MW Multi-fuel, PSIC, _

Faisalabad. S
10.5.3 Sindh

The Power Department of the Government of Sindh has been created and is made
responsible for perspective planning, policy formulation, processing of power projects
and enactment of legislation with regard to thermal and hydro power generation and
distribution and matters relating to development, generation, supply and distribution of
hydro and thermal power. The department is in process of developing Sindh Power
Policy 2012. The conservation strategies being undertaken by the department include
setting up of provincial ENERCON celi, installation of solar geysers in various medical
colleges and hostels in Sindh and a study on solar tube wells underway.
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10.5.4 Balochistan

The Energy Department has recently been created by the Government of Balochistan,
the department alongwith attached wings wiil include, Power, Alternative Energy and
Oll & Gas Wings. Special focus will be on hiring and capacity building of the technical
human resources.

10.5.5 Azad Jammu and Kashmir

At present, installed grid capacity of AJK is 426.30 MVA. About 23,440 km
transmission lines have been extended to 1,629 villages out of & total of 1,654 villages
and about 3.2 Million consumers have been provided with electricity connections. The
per capita electricity consumption is 315 KWH and within next three years 100%
popuiation of AJ&K is planned to be provided with electricity connections. The
Government lays great emphasis on generating electricity in order to meet the growing
domestic as well as industrial requirements. [t has been planned to launch a robust
programme for constructing hydro power generation stations to exploit the tremendous
potential of AJ&K by involving both public and private sectors. To overcome energy
shortage in the country, potentials of AJ&K requires additional funding to ensure
optimal harnessing the Hydel potential for nation consumption from AJ&K. Hydel
Power projects of 17.5 MW are expected to be added during the year 2012-13.

10.5.6 Gilgit - Baltistan

The Water and Power Department has been created by the Government of Gilgit -
Baltistan. 30MW Hydro Power Projects at Shagarthang and Thak Chilas in Skardu are
underway whereas 65MW projects are under submission for approval.
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Pakistan is seriously water stressed and fast becoming a water-scarce country with
significant gaps between water requirements and available resources. Thete is a
strong possibility that the water economy will run dry leading to severe water crises.
However, there are countries with even less water than Pakistan, but much stronger
water economies. To be able to avert this situation, Pakistan needs to readjust
investment priorities and realign strategies to optimize its water productivity. The
irrigated agriculture contributes major share in the GDP. The industry like textile,
mining and even coal exploitation depends on water.

11.1  Water Issues
The major water sector's issues are as under:

o Water scarcity and inefficient water use.

« Inadequate storage capacity. Water storage efficiency is 9% as compared to
40% of the world average.

« Extensive seepage losses due to poor operation & maintenance of irrigation
system.

+ Excessive groundwater pumpage.

« Inadequate measures for rainfall harvesting.

« Un-safe disposal of drainage effiuent.

« Lack of private sector participation.

« Poor coordination among water, agriculture & rurai development related research
institutions.

11.2 Waters Resource Development Strategy

Under the Framework for Economic Growth, improvement of water efficiency, better
management of water resources and enhancement of agriculture productivity have
been envisaged the driving factors for GDP growth. Water availability has to be
ensured for agriculture, industry and urban use. The potential of hydro power and coal
has also to be exploited through water. Prioirty Areas of water investment have been
identified as foliows:

» Construction of small/medium dams.

« Program/projects (fining of irrigation channels, modernization/rehabilitation of
rrigation system, lining of watercourses and micro irrigation system).

« Installation of high efficiency irrigation system in water scared areas.

11.3 Review of 2011-12

The water sector development program for the year 2011-12 focused on the construction
of smail/medium dams, new canals, rehabilitation/remodelling of existing irrigation
system, safe disposal of drainage effluent and flood control sub-sectors. The maximum
resources were allocated to complete the on-going projects and high priority water
storages dams in an effort to overcome the scarcity of water through augmentation,
conservation measures. However, the planned targets can not be achieved due to
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financial constraints, late and less releases of development budget. Qverall
implementation of all development program remained slow. It is expected that by the end
of June 2012, Rs 30 billion will be released and utifized in water sector projects against
the revised allocation of Rs 96 billion. The estimated water losses to be saved (at farm
gate} and additional water available due 1o completion of small dams in Balochistan,
Sindh and KP is expected about 0.75 MAF.

Under dams and canals sub-sector, the overall physical progress of fast track (high
priority) projects namely Raising of Mangia, Satpara and Gomal Zam Dams remained
satisfactory, whereas physical progress of construction of new canals (Kachhi and
Rainee canal}, Lining of irrigation channels and improvement of irrigation infrastructure
in Punjab, Sindh and Khyber Pakhtunkhwa remained below the planned targets due to
financial stress on development budget. Anamount of Rs 500 million, Rs 1,200 million
and Rs 100 miliion were allocated to Punjab, Sindh and Khyber Pakhtunkhwa for lining
of irrigation channels. About Rs 10 biliion, Rs 3 billion and Rs 1 billion are expected to
be incurred during 2011-12 for dams, canals and improvement of irrigation system in

Pakistan respectively.

Under drainage sub-sector, the progress of RBOD-I, 1 and iil also remained below
planned target. A sum of Rs 4 billion is expected to be utilized on the on-going activities
of the RBOD-I, 1! & it Under the Normal/emergent Flood Protection Program, Rs 894
million is expected to be utilized to complete the priority small/femergent nature flood
schemes of all provinces including FATA, Gilgit Baltistan & A.J.K. Key physical targets of
water sector during 2011-12 and achievements are given in the Tabie 11.1:

Table 11.1: Key Physical Targets and Achievements for 2011 -12 and 201 2-13

“Irfigation o Lk i

o - Water Avaitability (additional)” ~2 0 IMhmop o 0.23 000 40 | 012

-« Earthwork for dams & canalsfirigation - MAF 1.88 0.75 1.0

« . Concrete work for dams/canal/ irmigation | MGM 200 | -120 {60 ‘| 250

e Const. of delay . action/check/ - & mall iMCM | . 10 06 60 1.4 |
© dam o Nos. - 8.0 4comp. | 66 - .5 ‘

—[ﬁl@ & Reclamation I B R DA R R
«  Surface Drains (Earthwork) - ' : ' |
{Extension, rehab. & remodelling of drain) _I\QQM_ 40 ‘20 50 30 |

Flood Contro! P_rogrém ' _ i
«  Urider Normal Flood Program No | 50 15 30 20 J

de i e

grain) _{MCM| 40 | 2 _ i
| 1

e L_w___g__._,__ﬁ____f\___._ .
MAF: Million Acre Feet, MOCM: Million Cubic Meters, Mhm : Million Hectare Meters, Mha :
Million hectares

11.4 Program for 2012-13
The main strategies and policies adopted for development in water sector are:

« QOperationalization of public investment already made.
« High performance of existing assets.
Knowledge management.
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+ Integrated water resource development,

« Conservation measures through (lining of irrigation channels, rehabilitation of
irrigation system, lining of watercourses).

e Surface and sub-suiiace drainage.

« Protection of infrastructure from onslaught of floods.

o |nstitutional strengihening, capacity building and human resources
development.

Water sector's share out of total development budget remained between 16 to 20%
during the last 5 years whereas for 2012-13 the share of water sector has declined to
about 13% of total federal development budget. The allocation turned out to be Rs 47.2
biflion. Out of total proposed water sector budget maximum resources have been
allccated for timely completion of on-going projects, including construction  of
smallfmedium dams, drainage projects, construction of new canals projects and
improvement of existing irrigation network.

11.4.1 Water Augmentation

It is expected that the overall water availability at farm gate will remain about 17.52 Mhm
(142.00 MAF) in 2012-13. This would include surtace water supplies through canal
withdrawals, canal lining/remodelling, irrigation system rehabilitation/improvement
program, construction of small/medium dams, check dams and retention weirs. About
6.00 Mhm (48.63 MAF) of water would be included in the system from underground fresh
water aquifer mainly by private tube welis. Water losses of the system through seepage
would be improved through major emphasis on water conservation measures such as
remodelling/rehabilitation  of  existing irrigation  system, lining of irrigation
channels/watercourses and completion of on-going mega projects being implemented on
fast track basis.

In the drainage sub-sector and improvement of irrigation infrastructure, the work on
RBOD-I, 1| & Ili continue for this about 3.00 MCM of earth work for surface drains and
concrete/stone work is planned for the next fiscal year 2012-13, more than 25 MCM of
earthwork targets have been fixed for rehabilitation of existing channels, small/check
dams, irtigation infrastructure/system improvement and construction of major /minor
structures. '

Under Normal/Emergency Flood schemes, it is planned to spend an amount of Rs 900
million to complete about 20 on-going/new small emergent nature flood schemes in
Pakistan. The main programs/projects to be implemented during 2012-2013 are
discussed below:

11.4.2 Irrigation

An amount of Rs 40.2 billion {87% of total water sector allocation) has been earmarked
for 2012-13 for irrigation projects (small/medium dams, check & delay action dams,
canals & improvement of existing irrigation system). The lining of irrigation channels in
- saline zones is being undertaken in Punjab, Sindh and Khyber Pakhtunkhwa to save the
seepage and other fosses. A sum of Rs 3 billion has been proposed to this program for
lining of irrigation channels for 2012-13. Under this, sub-sector sufficient budget have
been allocated to six new dams, (Ghabir in Punjab, Darwat, Nai Gaj (Sindh), Kurram
Tangi in Khyber Pakhtunkhwa, Winder & Naulong dams in Balochistan, phase-| of two
new canals projects (Kachhi & Rainee), and Extension of Pat Feeder Canal in
Balochistan. In addition to this adequate funds have also been provided for
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revamping/rehabilitation of irrigation system of Sindh, Punjab and Khyber Pakhtunkhwa,
Lining of lirigation Channels in Punjab, Sindh and Khyber Pakhtunkhwa.

11.4.3 Water Management

All on-going water management related projects/activities have been shifted to
Provinces after 18" Amendments. Foliowing water management and conservation
programs/projects worth of Rs 94.5 billion would remain in progress during 2012-13
(Table 11.2).

Tahle 11.2: Water Management National Programs 2012-13
: {Rs. Billion

1.Co$
fPunléb "l R B . ,
Punjab Irrigated Agriculture . Productivity- . 6 36
improvement If'roiect (PIFIP),- World  BankKj 1o : .
assisted. T A o — 8.2 8.2
Punjab .Irrigatio'n' System lmpr'ovement' Project. I(F A d)
EE R CE T e {57
‘Punjab -Barrages Improvement - Project (Jinnah . F Ai d) 12.7
BarraQE)_ . . T | - . . . . -
Sindh .. o - : R . o S i 1.5 1.5
Procurement of Machinery for Rehab. of Irrigation :
Infrastructure, Singh - . V. o . - 16.8
Improvemnent of existing Irrigation System in Sindh . :
- Sindh Water Sector Improverment Project, Phase-l--|. - 107 10.7
KPK - o ol o .
Fie_rhab'tlritatign of jrigation System KPK: . b i B 8.5
‘Re-construction & Rehabilitation of Irrigation GCanal'} '
System of: Tehsil Usta Muhammad & Gandakha | -~ 04 0.1
Distt Ja_ffarabadjBalochistaﬁ“ IR L e :
Federal Programme ) 472 | 692 116.4
Total T L T 210.9

11.4.4 Major irrigation projects
Major On-going Projects

« Raising of Mangla Dam. (dam completed, liabilities for resettlement to be
cleared).

s Satpara Dam. Likely tobe completed in June 2012.

« Gomal Zam Dam. Main dam structure has been completed while irrigation
network is to be completed in 2013.
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Other On-going Projects

» Kachhi Canal (Punjab Portion 300 km fined).

» Rainee Canal.

+ Revamping/rehabilitation of Irrigation & Drainage System in Sindh.
+ Punjab lrrigation System Rehabilitation Punjab.

» Lining of Irrigation Channels in Punjab, Sindh & Khyber Pakhtunkhwa.
+ Extension of Pat Feeder Canal (Balochistan).

« Construction of 100 Small dams (Package-t &) Balochistan.

» (Construction of Shadi Kour Dam, Balochistan.

¢ 6 Nos, Flood Dispersal Structure on Nari River, Balochistan.

« | ower Indus Right Bank Irrigation & Drainage Project (RBOD-1).

+ Right Bank Outfall Drain from Sehwan to Sea (RBOD-II).

» Balochistan Effluent Disposal into RBOD (RBGD-l).

Other Development Programs

» Flood Protection Program.
« Survey, Investigation and Research.

11.4.5 Provincial Programs

For various kinds of water development activities, all the four provinces have planned fo
allocate Rs 28.3 billion for 2012-13. Detail is presented in Table 11.3:

Table 11.3: Tentative Provincial Programs for the year 2012-13

{Rs Billion

Punjab (Irrigation, Drainage, Small
dams, Research/Survey & investigation 10.0 3.0
& Miscellaneous)

13.0
(F.AId Included}

Sindh (Irrigation, Drainage, _Sméll dams, |
Research/Survey & investigation & 20 7.5
Miscellaneous) '

9.5
(Local Programy)

KPK (Irrigation, Drainage, Small dams,
Research/Survay & investigation & 1.7 1.1
Miscellaneous)

29
(Locai Program)

Balochistan (Irrigation, Drainage, Small
dams, Research/Survey & investigation 20 0.9
& Miscellaneous) S

29
(Local Program;

-Grand Total ol 17 | 128 28.3
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The aim of urban development is to support cities to provide social infrastructure,
housing, water supply and sanitation facilities that make cities aftractive and
livable and to achieve high economic growth. Provincial governments undertake the
urban development activities at local level, by preparing master plans, standards /
regulations and monitoring the impiementation of projects as well as sharing of
financial resources with tocal govemments. Under the influence of changing urban
planning concepts, the cities across the world are reforming laws and regulations to
promote competitive urban centers by permitting vertical and dense, pro-business, pro-
poor and gender friendly development.

12.1 Situation Analysis

Pakistan is the fifth most populous country in the world and the second largest country
in South Asia. Pakistan's urban population is expanding rapidly. in 1998 32% of total
population was living in urban areas which is expected to be over 50% in 2025. Actual
urbanization is probably much higher since the definitions of urban areas used in
Pakistan is administrative rather than density-based. Projection of urban population in_
2030 is presented in Table 12.1.

Table-12.1 Urban Population Figure 12.1. Urban Population
Projection Projection

“uan |0

1+ Urban

L Dot Anrdal - 120
Year- | Population’ |: - : .
1 (Million): Gro"‘.(’lz)ﬁate: 100
e e g 80 mmma Urban ;
60 Poputation
40
— Uban
20 Population

Growth Rare %

2010 2015 2020 2025 2030

“Source: World Urbanization Prospects
2009, Revision Population Database Year

12.2 Issues and Challenges

Rapid urbanization brings with it multiple issues. Development of infrastructure both in
terms of quality and quantity is not keeping pace with urbanization process. Poor
infrastructure is adversely affecting living conditions of people and is impacting growth
negatively. Further, current zoning and building regulations are in favor of suburban
sprawl; therefore, cities are expanding into peri-urban rural areas. Resultantly, not
only rich agricultural land is being taken up in some cases, but, delivery of urban

Annual Plan 2012-13 Page 147




e e

Urban Development
W

services has also become very difficult and expensive. The present trend of city
development is hostile to high-density / high-rise centers / cities; therefore, there is
dire need to change this mindset and policy fo encourage development of dense
population high rise, and people and commerce friendly cities. Major issues of urban
development are briefly described as under:

« Inadequate spatial planning framework

+ Lack of policy and research linkages

« Cities have accumulated huge deficits in housing, water and sanitation,
wranspont, utilities and road networks

o Lack of comprehensive urban land management system

« Lack of mass transportation system and inadequate traffic management

» Poor urban governance and urban finance mechanism

¢ Urban poverty

Eramework for Economic Growth

Pakistan Framework of Economic Growth lays emphasis on density and commerce 10
achieve high inclusive and sustainable growth. Elements of the urban development
strategies are:

« Shifting the role of government from provider to facilitator

¢ Promoting public-private-partnership by creating conducive environment for
greater participation of the private sector in urban development

Addressing housing shortage through facilitation of private sector

Review zoning and building regulations

Privatize unproductive state land

Disseminate research based low energy efficient construction techniques
Establishing coordination mechanism amongst urban developmert activities at
federal, provincial and local levels

[ L] * - [

12.49 Review Performance 2011-12

During the financial year 2011-12, an amount of Rs 57 billion was allocated for
impiementation of urban development programs. Major allocations were made to
the programs/projects related to government buildings, housing and water supply &
sanitation facilities.

Wkis estimated that by June 2012, Rs 29 billion will be spent on development of 103
thousand residential plots in urban areas, serving an additional population of 2.27 million
by water supply in urban and rural areas, provision of sanitation facilities to an additional
1.30 million population both in urban and rural areas, improved flood affected areas and
construction 0.50 million square feet additional covered area for government servant
housing / offices at federal and provincial levels.

Qutiook for 2012-13

During 2012-13, Rs 25 billion are earmarked for urban development in federat PSDP.
Initiatives to be taken during this period are briefly outlined as under:
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+ Implementation of Framework of Economic Growth to encourage cities to
prepare “City Development Strategies” and “City Business Plans”

« Monetization of Housing Facility for Federal Civil Servants

« Preparation of National Disaster Management Policy in consuitation with
international arganizations

¢ Preparation of National Urban and Regional Policy

¢ (Creation of Urban Challenge Fund (Box 12.1)

s Prime Minister's One Million Housing for Low- income Groups

« Legal and regulatory reforms for improved pro-poor housing markets and
stum up-gradation

« Construction / development of mixed-use, city centers in big cities on fast
track tasis

e Federal Government support to mega projects in large and medium size
cities under matching grants between federal and provincial governments

« Complete the on-going schemes in urban areas to improve water supply
and sewerage

e ST 2o i £ v R R E e SRS R e e A

Box 12.1: Urban Challenge Fund

zeeepy B

A robust social infrastructure that plays an important role in making cities attractive and
successful places to live. In maost of the cities of Pakistan local governments face acute
financial constraints to support development of sociat infrastructure and cities are losing
their charm and quality. They are also not contributing optimally to the national economic
growth. Therefore, the principal objective of Urban Chaiienge Fund (UCF) is to address
the issue of resources of the local govemments and provide them financial support from
the federal government in the form of small grants and enable them io undertake smail
scale social infrastructure projects in their cities. The other objectives are to:

« Create strong, healthy and sustainable urhan communities

s improve social and cultural conditions in cities

»  Promote local culture, heritage, knowledge and creativity

¢ o Generating economic and employment opportunities - 1
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Major targets of sectoral programs and activities to be implemented during 2012-13
are given in Table 12.2.

Table 12.2: Major programs and Physical Targets 2012-13

o 2012-13 Target

T Rt i F’cu:vuI::1Lo_rzt_C_osLéaJaLc:Jta_ZoL1

Urban Water Supply : ] 89

Urban Sewerage & Sanitary Drains : 68

Rural Water Supply T ) i 61

Rural Sanitation B o 37 )

“Katchi Abadis Slums Up- gradation : i Additional 250 4

"Prime Minister's One Million Housmg ‘Program for low T OneMilion |
| income groups - ‘

Government Buildings Construct:on of Office Bu:!dings for . 0.20 million |

Federal / Provincial Government Agencies & Civil Armed square feet covered ‘
| Forces . : area 7
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13.1  Environment and Climate Change

Pakistan is fully aware that the environmental degradation and climate change are
adversely affecting its economy, livelihood of the poor and sustainable development.
Concern for environment- its protection, rehabilitation and enrichment - has been
reckoned as obligation towards the betterment of all the citizens at large. The current
environmental situation has arisen due to a number of factors including high population
growth rate, lack of public awareness and education, mismanagement of water and
other natural resources as well as unplanned urban and industrial expansion.

Forest in Pakistan covers 4.224 Million hectares, 5.2% of the total land area of 87.98
Million hectares which has untikely shown any increase. Pakistan has a network of 225
Protected Areas, covering an area of 9,939,480 ha which is 11.3% of the fotal land
area. Pakistan's network of 225 protected areas (PA) consists of 14 national parks, 99
wildiife sanctuaries, 96 games reserves and 16 unclassified. About 5,700 species of
flowering plants are recorded in Pakistan. Energy sector is the top contributor with
emission as highest among the direct and indirect GHGs. Most of the energy is
consumed at the household and the community level.

Stationary sectors are the highest emitter of CH4, of which 98.4% is residential sector
at household and community level primarily due to combustion of biomass for
domestic purposes. Almost 85% of rural households use wood biomass for cooking.
Twenty-five percent of Pakistan’s total energy consumption comes from biomass,
contributing to 47°% of all Green House Gas emission of the country. Aimost 100% of
biomass energy consumption and consequent emission are at the rural and small
urban community level. Similardly CNG sector in Pakistan has increased manifold. As
evident from the table there has been increase of vehicles operating on CNG.
Environment indicators and targets for the year 2011-12, 2012-13 and 2015 are
presented in Table 13.1.

Tabie 13.1: Enwronmenta! Indlcators and Targets 2011-12, 2012-13 and 2015
; A i3 : .

7Fo-rest cover mcludmg state- owned and prlvate torest
and farmlands (as percentage of the tolal land area)
Area protected for conservahon of w:idhie (as %age o o o
of total area) _ ) 11.3% 11.5% 12.0%
.GDP (at constant factor cost) per unit of energy use | 27,600 N.A 28,000
as a proxy for energy efficiency MW ' MW
z\loc())oc))i petrol and diesel vehicles usmg CNG fue[ 2500,000 2500,000 920"
Access o Samlatlon (nattonal)% 50 55 90
Access to clean water (national}% ) 73 78 93
Number of continuous air pollution momtonng R 7 g _
stations )
-__ ;Z;cgntage of Su[phur (by wengh!) in high speed ) 0.6 06 0.5 to 0.25

Already achieved (>2.0 million)
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13.2 Environment Chalienges
Environment and climate change challenges in brief are presented as under:

. Environmental degradation costing Pakistan's economy up-to Rs. 365 billion
yearly

« Population growth-natural resources-poverty nexus

« Water and Air Pollution causing widespread diseases.

» Adaptation to the impact of climate change to energy. water and food
securities.

e Preparedness for adaptation/mitigation due to climate change and to avail
opportunities under CDM.

s Preparedness for an effective disaster management so as to avoid damages to
the environment.

« Watershed degradation and deforestation

e Waste (solid, liquid, hazardous) Management

e Green economy initiatives and its impacts on Pakistan.

« implementation of planned initiative with efficacy to increase forest cover and
biodiversity, reduce land degradation.

« Effluent treatment at source 10 avoid discharge of polluted industrial and
domestic sewage to freshwater bodies and marine environment.

. Increase energy efficiency, with focus on conservation measures.

13.3 Environment Stratégy and Policy

The inability to address the environment challenges will result in high costs to the
economy in future. it is therefore necessary to improve country’s capacity to achieve
environmentally sustainable economic development to meet the needs of present and
future generations. n response to the environment and climate change challenges,
strategy polices and a number of projects have been designed and executed by
Federal and Provincial Governments of Pakistan to improve the environment
sustainability in the country.

Framework for Economic Growth (FEG) 2011 has highlighted the environmental
degradation as a significant contributor 10 GDP loss, due fo air and water pollution, soil
degradation and deforestation. Besides, coastal zone degradation, fisheries
productivity loss due 10 climate change is yet to be valued in our economic
calculations. Therefore, the strategy to realize accelerated GDP growth cannot afford
to neglect the environment and climate change impacts on the economy. To achieve
the objectives of environment protection focus will be on the following elements of the
strategy:

e« The Millennium Deveiopment Goals (MDGs} are the centre-piece  of
development efforts of the Government of Pakistan. The achieverment of
environmental sustainable targets (Goal-7) needs active persuasion at all
levels.

¢« An action plan for implementation of National Climate Change policy is being
finalized and would require adequate sharing of responsibilities at al icvels for
its implementation.
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« Climate Change Adaptation Fund is proposed to be established in order to
harness multiple opportunities available under environment and climate change
multilateral organizations.

e In the wake of 18" Amendment environmental regulation of the country are
reviewed and revised in consuitation federal and provincial environmental
protection agencies, civil society and private sector.

« Involvement of private sector and NGO's in specific relation to Public Private
Partnership for effective and efficient conservation and management of natural
resources.

The National Climate Change Policy as a follow-up of Planning Commission’s Task
Force on Climate Change has been approved by the Federal Cabinet in March, 2012,
The policy wili cater for mitigation and adaptation aspects to address the climate
change impacts on food, energy and water securities. The objectives of the policy in
brief are elaborated in the Box-13.1.

The environment Policy and action Plan in future will be adjusted in light of the
outcomes of the Sustainable Development Conference, Rio+20, scheduled for June
20-22, 2012 in Rio de Janeiro, Brazil. A iarge number of thematic/cross-sectoral
sustainable development issues will be discussed. A new treaty, hopefully, will be
reached through a document titied ‘The Future We Want". it will endeavor for renewal
of political commitment, a road map for green economy in the context of sustainable
development and poverty eradication, institutional framework for sustainable
development, framework for action and foilow-up inciuding Sustainable Development
Goals (SDGs) and means of implementation (finance, access to and transfer of
technology and capacity building). The focus will be on strengthening, reforming and
integrating economy, social and environment dimensions of sustainable development.

Box-13.1: Climate Change policy

To ensure that climate change is mainstreamed in the economically and socially vulnerable

sectors of the economy and to steer Pakistan towards climate resilient development. The

Climate Change Policy has been formutated. The objectives of the policy are to:

« Pursue the sustained economic growth by appropriately addressing the challenges of
climate change

« Integrate climate change policy with other related national policies

« Facilitate and strengthen Pakistan's role as a responsible member of the international
community in addressing the climate change challenges

« Focus on pro-poor gender sensitive adaptation while promoting mitigation to the extent
possible in a cost effective manner

« Ensure Water Security, Food Security and Energy Security of the country in the face of
challenges posed by climate change

« Minimize the risks arising from expected increase in frequency and intensity of extreme
events: floods, droughts, tropical storms etc

« Strengthen inter-ministerial and inter-provincial decision making and coordination
mechanism on climate change

« Facilitate effective use of the opportunities, particularly financial, available both
nationally and internationally

¢ ' Foster the development of appropriate economic incentives to encourage public and
private sector investment in both adaptation and mitigation measures

« Enhance the awareness, skill and institutional capacity of relevant stakeholders

« Promote conservation of natural resources and long term sustainability.

Source: Draft National Climate Change Policy, Ministry of Climate Change, Islamabad.
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Negotiations between developed and developing countries for an agreed document
are underway to build upon agenda 21 and focus on actions and concrete steps 10
address the implementation gaps and give shape and form to the future we want.
Pakistan is an active player in the on-going negotiations and would like to safeguard its
interest in terms of definition of green economy and actions required, setting of

et et : R e P SV iR s s

Box 13.2: Glacier Behavior under Climate Change

! Planning Commission organized a seminar on “Glaciers Behavior under Climate Change .
- and its Impacts on Agriculture” in Pakistan. It provided an excellent opportunity t0 key ¥
. stakeholders to present their on-going activities and offer suggestions for future course of ;
. actions on climate changs implications for glaciers change in Pakistan. Cverall 64 |
' participants from national and international organizations participated in the seminai. Ten &
presentations were made by key stakehoiders on climate change, glaciers metting, water §
resources, agriculture, sea level rise and impacts on coastal areas, application of isotope &
hydrology, and other related aspects. A report based on the presentations of the seminar

was prepared to pravide an integrated bench mark for further research.

The seminar seems to be the beginning of a iarge scale coordinated efforts to understand,
. estimate, plan and manage glaciers’ water budget, climate change variable, river fows and
i impacts on agriculture. The long process may include proper estimation of
: ice/snow/glaciers, rainfall in the lower parts of glaciated area, monsoon rainfall in the
¢ Upper indus Basin, the trend of climate variables ilke radiations, temperature, precipitation
and wind in the glaciated area and finally measurement of stream and river flows at the :
end of glaciated area. After accurate field data is made availabte, the in-depth analysis of
whole cycie of climate varables, glaciers’ budget and river flows will result in the
identification of the existing trend of the whole cycle. Future projections with most probable ¢
combinations af the variables (scenarios) will be simulated. Such projections will be
L analyzed in the context of the net irrigation water demand for agriculture and other uses of
giacier melt water. This kind of comparisons will provide solid base for policy formulation
and strategic action plans to devise annual water budget for agricuiture and other uses to
ensure effective and efficient use of the available fresh water. Simitarly mitigation and
' adaptation (management) strategies coutd also be formulated for sustainable irrigated
' agriculture. Management of water resources will be strengthened from supply as well as
demand sides. The ultimate aim of glaciers water assessment and management will be
i food security in Pakistan by ensuring optimum quantity of water availability for agricutture. |
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The Way Forward _

e The Planning Commission will conveng a meeting of key stakeholders to devise
mechanism for a nationally integrated structure on the subject.

« The establishment of a common data bank will be entrusted to a single key -

organization, which will take input from all the stakeholders and will be accessible to -

% alf of them including civil society b

.« SUPARCG, WAPDA, Pakistan Meteorologicatl Department, IUCN, ICIMOD and FAO

have voluntarity offered their services for providing researchers and other facilities to

_ strengthen institutional collabaration i

.+ A small committee of legal experts and water professionals will be formed to review
the existing water laws in the context of current water related issues

» WAPDA was requested to strengthen its activities on ice hydrology and coordinate

with Application of Isotope Hydrology wing of Pakistan Atomic Energy Commission for

using ice finger prints in the assessment of glaciers age, movement and voiume

' Source: Report on “Glaciers Behavior under Climate Change and its Impacts on

- Agriculture”, Planning Commission, Istamabad

R s o Forer T 2 =
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institutional framewoik and SDGs as well as lechnology transfer and capacity building.
Pakistan, being highly dependent for its irrigated agriculture on melt water originating
from large scale glaciers’ reserves, may be one of mast climate change-affected
countries. Climate change impact on glacier behavior is extremely crucial for the
agriculture in Pakistan. Some of the issues and present status regarding glacier
behavior under climate change with impact on agriculture Pakistan is given in Box
13.2. And results of the study on Himalayan Glacier Melt Trend and Energy & Climate
Change are presented in Box 13.3.

Box 13.3: Climate Change and Energy

. » Pakistan has one of the world's largest glaciers reserves in the Karakuram-Hindukush-

Himalaya ranges. More than 65 % of the fresh water resources originate in these

ranges during summer and supply water to the indus River System, the world's largesi

irrigation system. The irrigated land accounts for 84 % of the tolal 23.39 Million

Hectares (Mha) of cropped area.

=« With global average temperature rising, glaciers, ice caps and ice sheeis melt and

: shed water, which confribute to the increase of sea levels, threatening the populations

of low-lying nations and islands. A separaie study has found that Himalayan glaciers

: and ice caps as a whole were losing mass less quickly than once feared, offering

: some respite to a region already fe¢ling ihe effects of global warming.

« Glaciers are receding at an alarming rate. Ancient seasonal patterns are shifting.
Rainfall is coming in more intense and concenirated bursts, just as predicted by
models of global warming.

. » The 10 warmest years have all occurred since 1990, with 2005 breaking all records.

: We need to use less energy and find cleaner sources.

: +  We need io break down barriers — including lack of information — that slow the
adoption of clean energy technologies.

*«  We need sufficient funding to bring down costs for clean technologies and polices that
promoie their adoption.

Lo SR TEIT A T
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: Source:

s Himalayan Mountains Buck Glacier Melt Trend: Study, France's University of Grenoble,
Aptil 15, 2012

*  Focus Area - Energy & Ciimate Change, Clinton Global Initiative, Annual Meeting 2006

13.4 Review of 2011-12

There are more than 200 projects (Table 13.2) under implementation both at federal
and provincial levels. These included capacity building, clean drinking water,
ervironmental management, biodiversity, air pollution control and watershed
Management, urban development, enhancing tourism, restoration of lakes/ water
bodies, environmental awareness, waste management, wetlands. After 18"
amendment the responsibility of devolved environment projects mainly have been
undertaken by the provinces. In the purview of 18" Amendment, Envircnmental
Protection Acts are being developed / revised to reflect the change situation.

The creation of a new ministry with the name of National Disaster Management in
October 2011 recently has been renamed as “Ministry of Climate Change” at the
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Federal level assigning it all the tederal functions related to environment, to help
streamiine the Environment Sector efforis that were hampered due to scattering of
these functions to different ministries. Under the National Impact Assessment Program
(NIAP), Planning Commission, Ministry of Climate Change are helping the provincial
Environmental Protection Departments in revising / remodeling the environmental
Protection Acts.

The provincial government is expected to take lead in implementing national
environmental policies such as National Sanitation policy, Climate Change Policy,
National Environment Policy and National Drinking Water Policy. The provincial
environment sector strategies are to be finalized and action plans have to be
formulated for proper implementation of the environment sector portfolios and
continuation of previous year projects / programs. The federal government has
earmarked Rs 350 million. Provincial governments have also allocated sufficient funds
for the implementation of torestry, witdiife and tisheries’ sector projects.

Punjab, Sindh, KPK and Balochistan have respectively allocated Rs 1210 million,
Rs 897 million, Rs 690 mitlion, Rs 20 million. Gilgit-Baltistan and AJK have made
allocation of Rs 43 million and Rs 279 million respectively. The Table 13.2 illustrates
the programs / projects which were underiaken during the period of 2011-12.

Table 13.2: Federal, Provincial and Areas Development Programs 2011-12

— _(Rs Million)
] Federal Government ) 16 350 O
Punjab 2 ‘ _ 42 1210
snch T 30 897 N
Khyber Pakhtunkhwa o 59 690
Balochistan - o 2 20
A 38 T sz
GighBaltistan 8 ' a3
e 16 T o
(Total . ] B ﬂﬁ_j

The capacity for integration of environment and development planning at federal and
provincial levels is being improved through the National Impact Assessment Program
(NIAP). Some of major activities undertaken under NIAP are briefly outlined in
Box 13.4.

Core group on Environment and Climate Change and sustainable development is
regularly meeting for environmental and climate change integration in development
planning. Further, The National Sustainable Development Strategy (NSDS) is being
finalised by Ministry of Climate Change in coordination with the while Planning
Commission to be presented at Rio+20 conference being held in June 2012 at Rio,
Brazil.
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Box 13.4: National Impact Assessment Program {NIAP)

TRATI mem y

National Impact Assessment Program (NIAP) is being jointly implemented by the Planning
Commission, Ministry of Climate Change (Pakistan Envirecnmenta! Protection
Agency), Provincial Environmental, Planning & Development Departments and
IUCN Pakistan. The program is funded by the Embassy of the Kingdom of
Netherlands. Overall objective of the program is to contribute to sustainable
development in Pakistan through strengthening of Environmental Impact Assessment
(EIA) process and introducing Strategic Environmental Assessment (SEA) in
the national development planning. Its Program Coordination Unit is housed in the
* Planning Commission of Pakistan.

RV ST S A e e g
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. The NIAP has achieved following targets for SEA Task Force and ElA i.e formulation
. of SEA Task Force where SEA Pilots are under consideration, awareness raising
. workshops for the policy and decision makers in order to make grounds for SEA,
= Capacity building through trainings on SEA, Case studies on SEA from Pakistan
¢ presented at international forums, EIA regulation raeview and revision, capacity
© building through extensive training programs and awarenaess raising seminars and
workshops regarding ElA have been conducted.

R

Provinctal Sectoral Policies and Programs

The 18" Amendment has been a turning point in Pakistan’s environmental
management hislory, presenting a challenge to the government to plan more
effectively as institutions are 1o be restructured and realigned. Provincial governments
wifl have the opportunity 10 take over the forestry sector development program for
carbon sequeslration, clean drinking water program, environmental monitoring,
watershed management program, sustainable land management program, sanitation
program to continue the effort for sustainable development.

The Government of Punjab had aliocated 470 Million for the forest sector portfolio for
2011-12, while for the wildlife’s 12 projects an amount of Rs.395 million and for
fisheries sector's 6 projects Rs. 370 Million had also been allocated. Khyber
Pakhtunkhwa's government had allocated Rs 434 million for 46 forest projects, Rs 183
million for 13 projects for Wildlife Sector and Rs. 400 million for two fisheries’ projects.
Balochistan's annual budgetary allocation for the forest sector projects during the year
2011-12 was Rs. 20 million for the forest sector projects, while in the same period
Rs. 393 million was allocated for the 9 fisheries’ sector projects.

In AJK, 4 projects in the Forest sector were earmarked to Rs 28 million, while Rs 15
million were set aside for 4 projects in the Wildlife sector for the period of 2011-12. The
ADP 2011-12 of Gilgit-Baltistan had allocated an amount of Rs 41 million for a total of
6 projects, Rs 11 miltion for the forestry sector 4 projects, and Rs 3 Million for fisheries
seclor projects. '

13.5 Outlook for 2012-13
During 2012-13 environment and climate change programs / projects will contribute

towards achievement of the MDGs targets. Due to financial crunch as well as
devolution process, environment sector could not receive desired resowrces and focus.
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An estimated amount of Bs 300 million has been set aside for the Environment Sector
Projects for the year 5012-13. Some of the important programs to be pursued are
discussed as follows:

« Capacity building of the environment related institutions and human resource
development needs to be focused in a manner to cater for the needs of
cffective implementation of the Pakistan’s Economic Growth Framework at
federal as well as provincial levels.

. Traditional hazards arising from poor water supply, sanitation and hygiene
continue fo be the predominant environmental risks to quality of life and health
of the citizens, which needs to be addressed on urgent basis.

« A hoiistic ecosystem approach of forest management also safeguards other
functions including water and soil conservation, wildiife protection, carbon
sequesiration. The target of forest cover of 6% by 2015, as commilted in
Millennium Development  Goals will be advocated with a meaningful
commitment of forestry development programs by the provinces.

« Climate change affects aimost all the socio-economic sectors of our society
particularly water resources, energy, health, biodiversity, with a major impact
on agricultural productivity. The institutional set-up to tackle the climate change
impact needs 10 be strengthened.

« Environmenta management of polluted rivers and other water bodies to reduce
poliution impacting lives of the people living nearby and contaminating
downstream water and agricultural resources needs immediate attention.
Efforts will be continued 10 formulate and implement projects for the purpose.
Box 13.5 refers to the environmental management in Pakistan.

Box 13.5: Environment Management

.« Environmental Management issues have become vital not only globally, rather in-
home situation, these are on priority due to environmental degradations. The
integrated irngation network of indus Basin, a backbone of economy of Pakistan, is
under serious threat of water logging, hydro-salinity, adverse effects of pollutions and ¢
contamination of surface and ground water.

« Al major projects and programmes have 10 provide inbuit anvironmentat management
plan and process for approval and implementation. The pasic issue to maintain healthy
environment in all sectors of developments, operations and activities. Public and
stakeholders participation in all stages of planning and development of programmes ¢
and projects has been considered a basic tool to protect the environment and sustain :
them environmentally.

« For sustainability of natural resources, it is very important to improve the management
system of natural resources and their conservation.

. A sound environmental assessment of all the mega infrastructure projects and
programmes is considered basic tool for sustainable development
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z Source: Pakistan Environmental Protection Agency, Islamabad, Ministry of Climate Change. £

Pakistan continues to suffer from a plethora of natural and human induced hazards
that threaten the lives and fivelihood of its citizens — natural disasters including floods,
earthquakes, iandslides, cyclones, and drought to human induced disasters such as
fires, civil unrest and terrorism, refugees and internally displaced people, health
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epidemics, transport accidents, industrial accidents and war. Some of the issues
related to disaster management in Pakistan are highlighted in the Box 13.6.

DAL YR A A L DA ARt A S P TR A0k TN AR o RN 40 S e B S -

Box 13.6: Disaster Management Strategy

[PV

Pakistan is known to be vuinerable to a wide array of natural and man made disasters. The
QOciober 2005 earthguake is the worst natural disaster that the nation has experienced in
the recent history. Besides, the super floods of 2010 and 2011 have surpassed any
recorded hydrological disaster in the country in terms of its magnitude resulting into huge
losses io lives and preparaiion/infrastructure in the country.

Disaster management in Pakistan basically revolves around flood disasters with a primary
focus on rescue and relief. After each disaster episode the government incurs considerabie
expenditure directed at rescue, relief and rehabilitation.
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Anplied disaster management policy sometimes carries strategic biases that are aimed at
i protecting tocations and infrastructure of greater economic, political and strategic
. significance at the cost of areas and communities with lesser influence and importance.

i Within disasier management bodies in Pakistan, there is a dearth of knowledge and
informaiion about hazard identification, risk assessmeni & management, and linkages
between livelihoods and disaster preparedness.

District Governmeni and the community are the two key entities in articulating disaster
response on impaci. Recent experiences have adequately highlighied their striking
; limitations. In the district situation it is the near absence of warning and planning
: instruments and a feeble ouireach, while the communities are weak in social organisatiion
. and disaster coping mechanisms. An iniegrated intervention is, therefore, proposed, for
¢ building their disaster management capaciiies by drawing synergies.”

T st e i T

! Source: National Disaster Management Authority, Ministry of National Disaster
¢ Management
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Energy use in various energy coensuming sectors of economy continues to be
characterized by a high degree of waste and inefficient use. Conservation and efficient
use of energy resources will be pursued for mitigating energy shortages in the short
run, but the overall goa! would remain greater productivity and value added per unit
energy used.

Provincial Programs 2012-13

Government of Sindh has also formuiated the Annual Development Plan 2012-13, in
which programs under different Environment Sector portiolios have been devised and
financial allocation made against each project for the period 2012-13. The on-going
schemes which are amounting to Rs 125 million includes Establishment of
Environment Management Unit, Feasibility study and remedial measures for
restoration of takes and other water bodies in Sindh, Establishment of Planning &
Monitoring Cell in Environment and Alternative Energy Departiment, strengthening of
environmental monitoring system in EPA, Sindh. There are new schemes in the
environment sector amounting ic Rs. 105 million, which are under the approval
process. These include study of environmental and health impacts of pesticides and
chemical fertilizer in Sindh province, awareness and preparation of action plan for
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improving hospital waste management in public sector hospitals and study on
wetlands especially Ramsar sites, in Sindh province.

The physical target for AJK planned for 2012-13; include the plantation on an area of

20000 Acres, and 500000 Nos. Mulberry plantations. Rural water supply will reach out
to 80 thousand population, while, sanitation facilities to 35 thousand population.
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Poverty Alleviation and Millennium Devealopment Goals

Poverty reduction is one of the main objectives of the Government’s reform agenda.
More importantly, the concept of poverty has taken broader connotations in recent
years. Poverty has manifestations in lack of asset ownership, unsustainable
livelihoods, voice-lessness and powerlessness, lack of access to social services, and
vulnerability to shocks. Poverty can only be brought down through a holistic approach
i.e. by promoting pro-poor growth, creating opportunities for employment and income
generation providing access to basic social services, food and financial resources,
improving governance, ensuring that fruits of devolution reach at the grass root and
protecting vulnerable segments of the society.

14.1 Straiegizing Growth for Poverty Reduction

The most compelling facts for formulation of Framework for Economic Growth (FEG)
were preparing to reap the fruits of demographic transition, low and declining
productivity and long standing search for macroeconomic stabilization. These three
factors are impeding growth as well as breeding poverty. The pillars of FEG aim at skill
development, employability and productivity of population especially youth, which in
turn would result in poverty alleviation.

Economic growth in itself, is though necessary but not sufficient to achieve a sustained
and substantial reduction in poverty. Past experience of Pakistan as well as in many
other countries has repeatedly shown that periods of high growth that occurred at the
expense of macroeconomic stability, do not tend to produce the desired outcomes with
regards to poverty reduction in a sustainable manner. The challenge is, as always,

hOW to make gl’OW‘th ?ﬁ-ﬂl'omw.'-r‘lru_m\fwm O TR Y S PR X i A e 2 TS T | R ORGSR ‘.n-sn—ms;
inclusive by spreading its Box 14.1: Incluswe Growth

benefits ta iarge segments Since the poor lack both human and financial capital,
of _Ppopulation. The ¢ public policies that help poor to build their human capital;
allocation of ~ more : petter manage their risks, and improve access to credit,
resources for provision of & are key for making growth more inclusive. Access to
basic services (educalion, @ finance plays key role in this effort, as well as reducing
health sanitation, and : the time it takes for business startups through removal of
housing) particularly for | red-tape and artificial restrictions. The focus of FEG on
those beionging to lower | productive youth and community development wilt help in
incoma groups, and ; poverty alieviation and generating inclusive growth.
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benefit of the poor in the broader framework of social proteot:on as is being done over
the past two years, remain critical drivers of long run reductions in poverty.

The objective of high, sustainable and inclusive growth, as envisaged in the FEG, is
primarily meant to accelerate a growth process which ensures broad based
improvement in the quality of life of the people inciuding equal opportunities for all.
This broad vision of FEG includes several inter-related components: rapid growth that
creates employment opportunities and thus leads to poverty reduction, better delivery
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mechanisms to ensure access to essential services in heaith, education, water supply
and sanitation especially for the poor, equality of opportunities, empowerment through
education and skill development, empowering women and good governance.
Community participation and learing process is tO be encouraged so as 10 mobilize
people for participatory solution of problems and meeting needs of the community.
Efforts also needed to reform, restructure and manage land, natural resources and
environment to the benefit of the poor. Skill development and employment are
discussed in detail in Chapter 7: whereas other aspects of human resource
development are separately presented in Chapters 15, 16, 17 and 18 respectively on
youth, education, health and women empowerment.

Framework for Economic growth asserts, inter alia, creating space for the private
sector, better urban management to create opportunities  of entrepreneurship,
generating €conomic activities through providing space for construction industry,
creating Youth Development Fund and City Challenge Fund to offer employment
opportunities for the youth. Poverty reduction strategy based on inclusive growth is
given in Box 14.1.

14.2 Poverty Alleviation and MDGs: A Review

Adopting UN Development agenda of MDGs is itself reflective of Government’s strong
commitment to the fight poverty. Pakistan, being a signatory to the deciaration, has
adopted the intemational agenda of social development. The Government is regularly
tracking progress towards achieving the Millennium Development Goals and reporting
it to international community.

Table 14.1: Achievements in Education, Health and Population Sectors

Gross Enroiment Ratio (Age 5-9) ©

“Net Enroiment Ratio (Age 5-9) - 56 57 | 56
| Literacy rate (Age 10+) Do i 55 57 | 58

| Literacy rate {Age 15+) S %2

Source: PSLM 2006-07, 2007-08

S 5675-11 Pakistan Bureau of Stafistics and PMDGR 2010

Irmmunization (Children 12-23 months) Based on 76
Recali and Record - ) ]

: ‘Water Supply & Sanitation. ;
' Housing units having flush totet o 5
. ARural ' o R 47 51 |

- Urban ' - 92 95 96 |
- Overall - 58 63 66 ]
Housing units having tap water 4 i
“Rural ' 22 21 19 i
Urban 62 62 58 |
Qverall 36 35 32 |
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Accerding to latest results of Pakistan Social and Living Standards Measurement
(PSLM) Survey 2010-11, fiteracy rate (for age 10+ years) improved from 57% in
2008-09 to 58% in 2010-11, gross enrolment (GER) at primary level rose from 91% in
2008-09 to 92% in 2010-11. Though literacy and primary school enrolment rates have
shown improvement over the years, these are still low compared to other countries of
the region. In Heaith sector, full immunization of children (aged 12-23 months) based
on record and recall, increased from 78% in 2008-09 to 81% in 2010-11. Overall 64%
of pregnant women visited health facilities for pre-natal consultations in 2010-11
compared to 58% in 2008-09 (see Table 14.1).

UNDP intreduced Multidimensional Poverty Index (MPI} in 2010." This Index (MP!) is
based on 3 dimensions
represented by 10 indicators.
The dimensions are: ()
education, with two indicators
of possible deprivations, viz,
years of schooling, and
school attendance; (i) health,
with two indicators, viz, child
mortality, and nutrition; and
(iiiy living standards, with six
indicators, viz, electricity,
drinking water, sanitation,
flooring, cooking {uel, and
assets. 1t does not however
measure deprivations like
political empowerment  or
gender inequality. According to the UNDP's Human Development Report, in Pakistan
49.4% of the population suffer multiple deprivations while an additional 11% are
vulnerable to multiple deprivations. As shown in Figure 14.1, the MP!, which is the
share of the population that is multi-dimensionally poor, adjusted by the intensity of the
deprivations, is 0.264 for Pakistan. India and Bangladesh have MPIs of 0.283 and
0.292 respectively.

Figure 14.1: Multidimensional Poverty
Index for SAARC Region

|
0.p64 0283 0292 03?

The United Nations .
Development Program 'Slgure 14.2: Human Development Index 2011
(UNDPY's Human 069

Development Report, 2011
ranks Pakistan at 145" out of
187 countries as compared o
125" in 169 nations previous
year under the Human
Development Index (HDY)
based on health (life
expectancy at birth),
education (years of
schooling) and gross national
income (GNI) per capita. Pakistan’s HDI value is 0.504 as against South Asia’s

! The MPI has been included in the UNDP's Human Devefopment Repont since 2010, building on the previous Human
Poverty Index,
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average HDI value of 0.548 and World's average HDI value of 0.682. It can be seen
from Figure 14.2 thatin HDI ranking Pakistan is performing petter in the SAARC region
if compared with Bangladesh and Nepal , which are ranked 146 and 157 respectively.

Consumption Profiles: 2007-08 and 2010-11

Table 14.2 compares the consumption profile of the population divided into quintiles.
Consumption quintiles are used to distinguish the population according to their welfare:
poorest households are grouped together into the 1% guintile, those with higher
consumption into the 2" quintile, and so on. Five quintiles rank the population from the
poorest 20% to the richast 20%. The purpose of quintile-wise analyses is {0 see how
eacial and economic indicalors change in relation 1o welfare of people falling in
different segments of income level. Quintiles are caiculated for the four provinces so
that the first quintile contains in it households from all provinces with the same welfare.
However, if one province is relatively richer than others its poputation will not be evenly
distributed in each quintile, but mostly concentrated in the higher quintiles. As such,
each quintile contains 20°% of the population. However, since distribution of income in
urban and rural areas is not balanced, upper urban quintiles contain larger share of
population compared to rural quintiles.

Table14.2 also shows the trends of percentage share of consumption expenditure by
quintile for all four provinces of Pakistan as well as the rural and urban regions for the
two time periods (2007-08 and 2010-11). Comparing 2007-08 with 2010-11, a
significant increase in the percentage of population in bottom two consumption
quintiles is observed in Balochistan. Moreover, in Punjab and KPK there is slight
decline in the percentage of population in the bottom two consumption guintiles. in
urban areas, there is slight increase in the lowest quintile which is offset by an
improvement in rural areas.

Table 14.2: Consumption Shares by Quintile

11 Quintile

721 19
' PSLM 2007- | KPK | 1688 | 2400 | 2358 | 2041 1504 |
| 08 Balochistan | 36.98 | _ 676 186 ; 1087 | 684 |
| Orpan P | 102 | 1528 | etz Btz | B
Rural Pak. | 2489 | 2226 | 2083 ! 1841 1361 |
T T TR | p0e7 | 1839 | 1985 2005 | 2224 |
L “Sndn | 1998 | 1o89 | 206 . 1959 | 1984, 1
psLmzotot KPR | 1964 | 2084 U Tor7s o034 | 145
i Balochistan | 1591 i 2746 | 2535 2041 | 1088 |
; Urban Pak. . 10.71 ﬁ__mi‘.‘_'?z,,,_i.__. 17.84 . 2336 | 3847 ;
“Rural Pak. | 2464 | 22.67 | 21.08 _‘_1&3:3:4'41 gzgf K

" Soirce: Pakistan Bureau of Statistics 200 7-08 and 2010-11
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“PSLM data showe that the share of feod in total monthly household consumption
expenditure has been arocund 50% during 2000-01 to 2010-11 with the exception of
2007-08 when it was 43.5%. Though the share of transport in total household
expendiwre declined modestly between 2007-08 and 2010-11, the noteworthy decline
is in health care, This share has been on the declined continuously from 4.5% in
2000-01 to 2.9% in 2010-11, Similarly, the share of house rent slipped down between
2007-08 and 2010-11. In 2010-11 the share of foed in total household monthly
expenditure was higher (55%; in rural areas compared {0 urban areas (42%).

|t is noteworthy that growth in the share of food in household expenditure is the highest
in the poorest quintile and the lowest in the richest group. Thus, the PSLM data
reflects that the overall wellbeing of household in 2010-11 was better than in 2007-08,
Relatively better situalion of the poorest quintiie may also have led to an improvement
in inequality. Morsover, monthly consumption expenditures in 2010-11 are higher in
urban areas than in rural areas. At the same time, it is also cbserved that the
difference between urban and rural population in their consumption expenditure is
larger among the richest group than in other quintiles.

14.3 Poverty Reduction Programs
14.3.1 Smali and Medium Enterprises (SMESs)

SMEs are considered an important tool for poverty alleviation, human resource
development, accelerating economic growth and employment generation. In Pakistan,
SMEs contribute over 30% to GDP, 25% to manufacturing export earnings, 35% to
manufacturing value addition and empioy around 78% of non-agriculture labour force.
In order to enhance the productivity and exports of the SME sector, Government
stresses upon strategic shift of government’s assistance to infrastructural development
and estahlishing CFCs. These projects not only provide technical support to SMEs but
also play an important role in poverty alleviation by generating direct and indirect
employment in their respective areas. Some major issues in SME financing are given
in Box 14.2.

Under PSDP, SMEDA is
implementing 28 projects
with a tolal estimated

Box 14.2: Issues in SME Financing '

Demand Side issues & Constraints

cost of Rs 2.8 hillion in :

‘or SME clusters. The . Abser_lce of proper accounts management, business
major C1h - planning, missing formal management
impact of these projects * » Lack of collaterais to meet banks' requirements :
on ovgr—all development : , | ow level of awareness about different financing options
and prosperity would be ;. apgence of reliable and credit worthy data :
tremendous and  will

resuit in enhancing the ! Supply Side Issues & Constraints

L I T TN ey

standard  of  living, : . shorage of credit evaluation, product design, marketing
poverty alleviation and ¢ skills and non- innovative products
human resource ¥ e« Perceived to be high risk projects by banks ¥
development. In addition » Absence of credit scoring, cash flow based lending, ;
to the implementation of program based lending, downscaling *
a PSDP project portfolio, i = Absence of SME R & D in Banks

‘Early Recovery & & o4
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Restoration of Flood Aftected Communities in pakistan’ project of SMEDA in
collaboration with UNDP (estimated to cost Rs 256 million) entails establishment and
operation of Business Support Centers in 29 districts severely aifected by the floods.
The aim is to provide communities support for economic development through

extending small grants.
14.3.2 Pakistan Poverty Alleviation Fund {PPAF}

The Pakistan Poverty Alleviation Fund (PPAF) is an important anti-poverty tool. It is
sponsored by the Government with an endowment of Rs 1 bilfion and funded by
multitateral and bilateral donors like World Bank, international Fund for Agricuitural
Development, KFW Financial Cooperation Germany, US Department for Agriculture,
ltalian Government etc. The funding provided to PPAF is dedicated for microcredit,
enterprise development, community based infrastructure & energy projects, livelihood
enhancement & protection, social mobilization and capacity building institutional
assistance for the partner organizations of PPAF.

o Performance of PPAF during 2011-12. During July 2011-March 2012, PPAF
disbursed funds in urban and rural areas of 129 districts of the country to about
297,000 community organizations through 112 partner organizations of which
12 were focusing exclusively or predominantly on women. Since its inception,
PPAF has financed 5.4 million micro loans. These interventions have resulted
in completion of 27,417 projects in infrastructure, health and education sector
and training of more than 488 thousand community members. In earthquake
affected areas, PPAF provided financing to 122 thousand households to build
earthquake resistant homes and trained over 108 thousand individuals in
seismic construction and related skills.

« Program of PPAF for 2012-13. During 2012-13. PPAF plans to extend 1
million micro loans; to implement 3,500 small scale water and infrastructure
schemes; to strengthen over 25,000 new community organizations in order 10
building livelihood in the most deprived districts, transfer over 300 assets to the
deserving families and provide trainings o around 150 thousand community
members, establish 50 new community healith clinics and 200 new schools,
rehabilitate over 6 thousand persons with disabilities and train around 3000
staff of partner organizations and over 25,000 community members.

14.3.3 Microfinance

Microfinance has been recognized widely as a strategy to combat poverty by providing
financial services to the excluded poor that enables them to become economically
active. The credit programs ofter a small loan to the beneficiaries for seff-employment
that enhance their income streams, and eventually make them self-refiant and move
out of poverty. Although microcredit has peen the main thrust in the past, today
microfinance encompasses & wide range of financial services such as credit, savings,
insurance and remittances. Strategic Framework for Sustainable Microfinance is given
in Box 14.3. '

Microfinance is a powerful instrument of anti poverty strategy as it is cost effective and
sustainable, and also because donor money is recycled and reused to benefit many.
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Access to microfinance to the poor segments in proximity of the poverty line can help
the government create fiscal space and allow it to target its subsidies towards social
safety net programs for the boitom poor (see Figure 14.3). These bottom poor can
then be assisted to graduate to become microfinance credit clients and can be linked
with service providers that offer services of savings, insurance and remitiances.

Box 14.3: Strategic Framework for Sustainable Microfinance

« Improving the quality of growth through promoting inclusive financial services with up-
scaling credit operations
Promoting innovations to achieve rapid scale and reduce operating costs
Promoting organizational development through effective governance and professional
management at strategic, middie and operational levels, and

» Improving sector discipline through consumer pratection policies, financial literacy
programs, and exploring optians to bring non-regulated MFls under a minimum
regulatary framework

Figure 14.3: Target Market for Microfinance

Mon Poor

A“"-‘Si Non- Paor X Microfinance
N
Vulnerable \ _
Micro Credit Poverty Line

/ Poor
tiltra Poor
/ - \rﬁy Nets

/ Extremely Poor

The microfinance industry broadly provides services in three categories viz. micro-
credit, micro-savings and micro-insurance. The number of borrowers during Jul-Dec
2011 was 2.1 million. Qutreach growth was limited to 0.7% in 2011 compared to 13%
growth during 2010, primarily due to limited availability of funding due to 2010 and
2011 floods. However, the industry has seen a 13% growth rate for gross loan portfolio
(GLP) in 2011 as loan sizes increased given the fall in value of money balances.
Micro-savings have recorded a remarkable increment with active savers growing at
19.4% in 2011, and value of savings growing at 30.7%. Table 14.3 delineates an
institution wise breakdown of the microfinance provider's (MFPs), number and size of
disbursements as on December, 2011.
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Table 14.3: Number of Microcredit Beneficiaries and Disbursements
{(July-March 2011-1 2)

i le‘rofmance Provrders

Furst 'vwroflnance Banlf ernrted

% Khushhav Bank

Kashf Mlcronnance Ban..,

3 F‘a‘r\ or an ’V‘:orofmanoa Bcnk

S —— s r.__,A__,._*__,m,,,,_ro_

Tameer Bank

5 Total for Microf_:'nance Banks (MFBs)

AK‘-!UWAT

t\QA Paktetan
ASASAH

' Communsty SLppD"t Concem

] Centro ror W omen s Cooporatlve Deveiopment +~
DAMPN

| Kashf Foundatlon

Orang| Chantab'e Trust
L.. - - PR S

Tota! for Niicrofmance lnstrtu’nons (MFIs)

i— . [

N;tlonas Rural Support Program

Punjab Hural Suppo"t Program

L__,,,_._, i

Sindh Rural Suppoﬂ Ongamzatlon
Sarhad Rura| SuppOﬂ Program

Thardnep Rural SLppor‘t Prograrr
Tota. for Rural Suppor’r Programs (RSPs)

- S‘oo'r'oe} Pakfér_a_rr '.fvh'oroﬁnance “Network
14.3.4 Governance-Poverty Nexus in Pakistan

Good governance is increasingly seen as a means towards achievement of a number
of development oulcomes. It faciltates in bringing about the necessary framework
within which poverty atteviation and broad based economic growin can be effectively
realized. Good governance is predicated on a range of interrelated factors including
equity in the exercise of authority, accountability, inclusive policy frameworks, efficient
and etiective management of resources, meritocracy, protection of individual rights as
well as access to information, services and empioyment opportunities for all segments
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of the society irrespective of wealth, social status and position.
Good governance has
different connotations for
different people, however,
irrespective of its
formutations; it is
inextricably  linked to
development  outcomes.
Now, good governance is
seen as intrinsic to
achievement of
sustainable development
and poverty reduction:
The concept has thus BSLM 2008-09
gssumed _ central PSLM 201011
importance in both donor
driven and indigenous
programs for poverty alleviation and development.

iFigure 14.4:Facilities and Use of Scrvices

e Basic Health 2 Family Planning @ School
E Veterinary Hospital & Agricultural (EXT.) = Police

Good Governance ensures that benefits of growth, even at low growth, are more
equitably distributed, and hence benefits poor. Accordingly effective implementation of
pro-poor policies can only be pursued in an environment of good governance. To
remove alienation and apathy and to ensure participation, poverty eradication
programs needs to be initiated at the ground tevel so that general masses can see and
benefit from basic facilities. Government is presently spending a considerable amount
to improve the economic condition of people by providing different types of facilities
and services. It is necessary to have an oveiview of how the people perceive their
wellbeing against the government policies. Perception of the households about their
satisfaction of the facilities and services provided by the government captured by the
latest Pakistan Social and Living Standards Measurement Surveys (PSLM) 2010-11
and 2007-08 are compared in Figure 14.4.

Pakistan Social and Living )

Standard Measurement Figure 14.5. Economic Situaiion of the Household
Survey (PSLM  2010-11) PPSLM 2008-09  BPSLM 2010-11

reports that 31%  of
population was satisfied in
2010-11  on  government
Basic Health Facilities
compared to 40% in 2008-
09, 61% were satlisfied with
Schools in 2010-11
compared {0 63% in 2008-
09, 15% with Veterinary

] Much  \yorge e
Services pre-dominantly Worss M geter e
rural compared to 15% in Beter 20
2008-09, 15% with

Agriculture Extension all rural compared to 15% in 2008-09 and 10% was satisfied with
police in 2010-11 compared to 10% in 2008-09 (Figure 14.4). Overali, around 40% of
household in 2010-11 reported no change in their economic situation as compared to
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44% in 2008-09, 43 % reported that they were in worse of much worse condition in
2010-11 compared to 33% in 2008-09). On the other hand, some 16% households
reported to be in a better or much better position in 2010-11 while 22% households
reported this in 2008-09 (Figure 14.5).

While the recent developments on governance in Pakistan have raised concerns in the
masses, the situation is not very encouraging in other parts of South Asia either. Most
of other South Asian countries have had democratic governments however, the state

of governance has atso b
Worldwide Governance

cen a matter o
Indicators on voice and a

f concern in respective countries. World Bank's
ccountability, political stability,

governance effectiveness, regulatory quality, rule of law, and control of corruption,
show that in all benchmarks, Souih Asia’s governance quality has deteriorated. In
Pakistan governance is constraining government's ability to cope with core social and
development issues Viz. sustainable economic growth, poverty reduction, education,
health, water, energy shortages and radicalization of the society.

14.4 Social
Protection and Social
Safety Nets

Social protection and

social safety net
programs through
Benazir income
Suppert Program
(BISP), Pakistan Bait-
ul-Mal (PBM), Zakat,
Employees’ QOld Age
Benefit institution
{(EOB!}, Workers

Weltare Fund (WWF)
and Social Welfare

activities are  deep
rooted in Pakistan’s
Poverty Alleviation
Strategy.

14.4.1 Benazir
income Support
Program (BISP)

BISP was established
by the Government in
July 2008 with the
primary  objective of

providing immediate
relief to the podf
enabling them to

absotb the shock of
rising prices of food

Box 14.4: Components of Benazir Income Support
Program

Waseela-e-Haq
Under this program, microfinance in the form of returnable
interest-free loans up o Rs. 300,000 are provided to recipients,

. selected through a monthly computerized random draw, for

sefting up of small businesses.. To date 29 draws have been

i held and a total of 34,807 recipients have been pre-qualified.

An amount of Rs. 943 miillion was disbursed to 6,281 recipients

. whils 2,680 recipients started their own businesses.

Waseela-e-Rozgar

This Initiative has been piloted in Karak, Battagram and Bannu
districts. Training has commenced in the first quarter of 2012
and so far 964 persons have been trained while 4,044 persons
are currentiy enrolied. Ris expected that by June 30, 2012 the
total number of trained persons would be approximately
20,000.

Waseela-e-Sehat
Life insurance cover of Rs. 100,000 for the bread winners of §
recipient families was launched effective January 1, 2011.
Duting 2011-12, additional 2.07 mitiion families were provided
life insurance cover bringing the total number of families with
life cover to 4.1 million.

Waseela-e-Taleem

Under “Waseela-e-Taleem” for the primary education of the
children, 3 million children will be imparted education during
2012-2016. BISP has successfully negotiated additional
financing of US$ 150 miliion from the World Bank and signed
Project Agreement with the World Bank. The programme is .
scheduled to be launched in 5 districts during the current fiscal
year and will thereafter expanded to the rest of the country.

and fuel. BISP has evolved over the past few years into the country’s largest social
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satety net. BISP is committed to poverty alleviation and women empowerment. Within
a short span, BISP has made remarkable progress by providing much needed relief to
over 4 million recipients including IDPs, flood affectees and bomb blast victims all
across Pakistan. BISP has disbursed an amount of Rs 108 billion to its recipients tili
March 2012. The number of recipients is expected to increase to 7 million once the on-
going processing of data collected during the nation-wide poverty scorecard targeting
survey is completed. Details of targeted programs of BISP are in Box 14.4. Basic
characieristics of a successful program of poverty reduction in Mexico, namely
“Oportunidades” are given in Box 14.5.

Performance during 2011-12
Nation-wide Poverty Scorecard Targeting Survey

The first ever nation-wide poverty scorecard iargeting survey was launched from
October 2010 in all districts of the country, including AJK and Gilgit-Baltistan, with an
initial target to cover almost 25 million households. This new system of targeting aimed
at a much higher degree of objectivity, using international best practices, to minimize
inctusion and exclusion errors. The use of giobal positioning system (GPS) devices
was also made mandatory in this phase to uphold the dignity of househoids by
conducting the survey at their doorsteps. It alsc ensures that no house is left
unaccounted for. 100% of the survey will be completed by June 30, 2012 and over 27
miilion households will be covered nationwide. The task for data entry was entrusted to
NADRA. To date, 6.64 million beneficiaries have been identified and it is expected that
this figure would reach almost 7 million families by June 2012, once all data
processing is completed.

During 2011-12, Rs 33.5 billion has been distributed among 3.5 million recipients. This

include over Rs 1.49 billion paid through Smart Cards to 162,789 recipients and

Rs 826.4 million paid to about 120,000 million recipients through mobile phone
. banking. Rest of the cash transfers were made through Pakistan Post money orders.

In order to further improve the efficiency of the payment delivery mechanisms, BISP
has signed agreements with several commercial banks during the current fiscal year {o
launch Benazir Debit Cards in over 100 districts of Pakistan by June 2012. Up to
March 2012, 392,000 Debit Cards have been distributed and Rs 1.02 billion has been
disbursed to the beneficiaries through these debit cards.

Programs for 2012-13

Identification of new recipient families, bringing the total to 7 mitiion recipients

Payments to alt beneficiaries through Benazir Debit Cards in 100+ districts

Launching of Waseela-e-Taleem in 20 districts

Provision of life insurance cover to the bread-winners of additional 1 million

recipient families bringing the number of families with life insurance cover to

5 miliion

» Provision of demand driven vocational and technical training, in over 60 fields,
0 one person each from 150,000 recipient families

* Launch of Health Insurance in 4 districts (one in each province), and

* Provision of micro-finance to 10,000 recipients
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Box 14.5: Oporiunidades-A success story from Mexico

The Mexican Government jaunched a program of human development on the concept of co-

responsibilities namely Oportunidades in 1997 to support the people in extreme poverty with

gpecial focus on improving education and health conditions and to stop transition of poverly

cycle to next generation. The extreme poverty conditions enguited 47 million Mexicans whose

income was too meager to suffice their basic needs, and they faced greater incidence of drop-

outs of their children from schools, diseases and mainutrition and lttle opportunities of finding

productive jobs.

The program started with benefitting 0.3 millien poot in limited locations. The program has now -

been expanded in states of Mexico, in more than 100,000 localities and covers more than 6

million people. Oportunidades benefits through conditioned cash transter to fultil their basic

. needs such as nutrition, heakh and education.

. Tq estimate incidence of poverty, Mexican Govemment carried out an evaiuation study based

. on: i) average aducation gaps; ii) access to heaith services; iii} access 10 social security; iv)

household size and overall housing quality; v) access 1o basic household services; vi) access to

. nutrition; vii) current per capita income, and viii) social cohesion. The Study revealed that in

2008, proportion of people living in muttidimensional poverly conditions was 44.2% of

population (47.2 million people) suftering social insufficiencies; 33.7% of population (36 miliion

people) had a moderaie tevel of multidimensional poverty and, 10.5% of popufation {11.2

miilion pecpie} were suffering extreme paverty.

Oportunidades precisely identities beneficiaries through a socioecanomic and demographic

survey. Only those families tacing extrerne poverty are inciuded in the program, and they

continue to benefit from the program by fulfilling their co-responsibilities i.e. regutar attendance

of their chiidren to schoof and medica! appointments for young. in short term, these incentives

heip families improve their socioeconomic conditions, while in medium term, it enhances the

capabilities by promating schodl attendance and medical checkups.

¢ Benefits

.«  Mothers receive cash every twa months for better nutrition, and nuttitional supplements

i for alt 6-23 months infants, undernourished children between the ages of 2-5 years and
pregnant or breastfeeding women

. Food Aid for better living, and additionat transter to help overcome effects of hike in globai
food prices

. Child Benefit for a better living. a direct cash transfer for every ¢hild 0-9 years old in order
to suppeort their proper nutrition and development

. Basic health care and communily based education workshops for the pramotion of heaith,
created mainly for teen beneficiaries

. Special cash transfers for senior citizens {70 years and older) who is a member of a
peneficiary family

. Cash transfers to compensate energy consumption expenses
Oportunidades has been extensively evaluated by external experts from diverse national
and international institutions. External evaluation studies show that the Program has
positively affected by increasing schoal aftendance, sensitizing pecple regarding
reproductive heaith, family planning. hygienic practices, reducing gender and ethnical
inequity.

Program Characteristics

« Fuily decentralized and devolved apolitical program, payments to beneficiaries are stopped

for 30 days belore elections
« Team work, existing Local Gaovernment, Local Health & Education departments fuliy
invaived in the program
« Social mobiiization, beneficiaries are organized and own the program, contribute i
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r impiementation and monitoring
" « Al processes are transparent, every effort is made to satisfy the beneficiaries and keep
: them informed.

Source: Nafional Coordinator for Oportunidades Program, Mexico
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(hitp:www. oportunicades.gob.mx)

= 22

Annuai Plan 2012-13 Page 174




Poverty Afleviation and Millennium Development Goals

14.4.2 Palisian 2ait-ul-Mal (FBM)

PBM is making a significant contribution towards poverty reduction through its
inferventions aimed at poorest-of-the-poor. PBM focuses on providing assistance to
destitute, widow, orphan, invalid, infirm and other needy persons. PBM Individual
Financial Assistance {IFA) helps the poor, widows, desiiiute women and orphans in
getting medica!l treatment, education, rehabilitation and genera! assistance. An amount
of Rs 674.4 million has been disbursed for benefiting 11,988 individuals countrywide
during 2001 1-12. As pilot project, 28 Pakistan Sweet Homes (Orphanages) have been
established, where 2800 Children have been enrolled (upto March 2012) where they
are being provided free food, nutrition, medical treatment, lodging & boarding, as well
as free education through well reputed educational institutes. An amount of Rs 261
million have been spent during the first three quarters of 2011-12.

PBM successfully piloted pioneer conditional cash transfers (CCT) program called
Child Support Program {CSP) with the technical assistance of World Bank in selected
districts viz. Bakhar, Tharparker, and Kohistan. The pilot has resulted in an increase of
12% in enrolment rate as evaiuvated by third party in above mentioned districts. From
2011-12, the CSP is planned to be piloted in conilict area of Swat with the assistance
of UNICEF. PBM has alsc established vocational training centers for women for
providing free training to widows, orphan and poor girls in different skills. So far, 157
centers have trained some 6,453 trainees. Since inception, an amount of Rs 478.5
million has been spent on these centers whereas cumulatively, some 58,887 female
students have been trained from these centers.

14.4.3 Zakat

Zakat plays an important role in poverty aileviation. Zakat funds are utilized for
assistance io the needy, indigent, poor, orphans, widows, handicapped and disabled
for their subsistence or rehabilitation. These poor segments of socisty were provided
Zakat funds either directly through respective local Zakat Committee or indirectly
through institutions and hospitals. As a consequence of 18" constitutional amendment,
the subject of Zakat has been devolved to the Provinces/Federal Areas. A total amount
of Rs 3,669 million was distributed in bulk amongst the federating units as per the
details given in Table 14.4;

Table 14.4: Zakat Distribution

[Province/Area " %Share T
Punjab ' 533 i
Sind - | 231
Khyber Pakhtunkhwa a2
Baluchistan | 53 '
e T e
Gilgit/Baltistan 40 T T
Total ' ) 3,669 L 10 __,___,_4;
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In addition to above, an amount of Rs. 4, 131.474 million has also been released on
March 2012 as reserve fund avaitable in central Zakat Fund to Provincial/Federal
Areas to provide financia assistance to mustahegeen (the needy).

14.4.4 Employees’ Old-Age Benefits Institution (EOBY)

Employees’ Old-Age Benefits Scheme has been established primarily to provide
subsistence pension and other benefits. Over the years, it has proved to be a salient
factor in combating poverty in Pakistan. Since the scheme is financed through
contributions by eligible employers and employees who pay a monthly contribution @
625 and 1% of the minimum wages, therefore, its impact is limited. The scheme can be
used as an important poverty alleviation vehicle provided its coverage is enhanced and
total population is brought under the scheme through legislation. Since the actuarial
valuation suggest that at present level of benefits and contribution, the funds would
start depleting in the year 2022 and totally exhaust in the year 2029, theretore, any
further increase would put extra strain on its viability. However, in the light of Labour
Policy-2010 announced by the Federal Government, further increase in pension and
other benefits is under active consideration. During 2011-12, EOBI has disbursed
Rs 11.7 bilion to some 358,800 beneficiaries while, next year disbursement is
expected to be Rs 14.9 billion.

14.4.5 Workers Weilfare Fund {WWF)

Workers Weltare Fund was established under the Workers Weifare Fund Ordinance,
1971 with one time initial contribution of Rs 100 million by the Government. The WWF
is financing projects tor establishment of housing estates or construction of houses for
the Industrial workers, education of workers children, health, technical education and
other welfare measures like, marriage grant @ Rs 70,000 per daughter per workers,
death grant @ Rs 500,000 and scholarships for students (Table 14.5).

Table 14.5: Disbursement of Workers Welfare fund {2011-12)

7

lDeath Grant - T 1019 341
%Post Secondary Scholarships - 1,456 ' 7

In the post 18" Amendment in the Constitution, Planning Commission has initiated
policy dialogue with the Provincial Governments with regard to developing respective
social protection poficies. Planning Commission will coordinate with all four provinces
to develop consensus on a framework for social protection, including the process,
nstitutional arrangements, coverage of policy, compliance monitoring arrangements,
fegal and regulatory arrangements. The purpose of this exercise is to align Social
Protection Policies with ‘nternational commitments and achieving national goals. The
policies will ensure that periodic national reports are prepared on various international
and bilateral instruments/protocols on protection of the rights of the persons with
disabilities.
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14.4.6 Social Welfare Activities

Social Welfare initiatives are to empower poor, vulnerable and excluded population
including children, women, and persons with disabilities, special chiidren, elderly, and
staff weltare services. The implementation of National Policy of Sccial Welfare,
Nationa! Policy for Persons with Disabilities 2002 and National Social Protection
Strategy 2007 and Plans of Action on Children was entrusted with the devolved
Ministry of Social Welfare & Special Education and Provincial Social Welfare and
Special Education Departments.

After devolution, however at federal level, some functions and coordination of key
actions of social welfare have been entrusted to six national organizations: Directorate
General of Social Welfare and Special Education (CADD), National Commission for
Child Welfare and Development (Ministry of Human Rights), National Council of Social
Welfare (CADD), Pakistan Bait-ul-Mal (Prime Minister's Secretariat), Nationat Council
for Rehabiiitation of Disabled Persons (CADD) and Staff Welfare Organization
(Establishment Division).

Some Social welfare activities and initiatives are discussed as under:

» Capacitating the deprived, vulnerable and marginalized segments of population
- Mainstream vulnerable and marginalized sections of the population
including for women, children, youth, elderly, patients and Persons with
Disabilities (PWDs) through establishing quality social welfare institutions
for the target groups
» Mainstreaming Persons with Disabilities
- Increase livelihood opportunities for the PWDs
-~ Increase employability for the PWDs through skill training/development
* inclusive Education System
- Provision of basic right of education to the disabled children
— Mainstream disabled children in regular academic system
- Increased enroliment and accessibility to regular schools
- Focused emphasis on gender parity
e Social Safety Network
~ improved quality of life for the disadvantaged
- Reduction in poverty through broad based social protection system in the
country
~ Capacity building of social protection and social welfare institutions for
effective services delivery
~ Address systematic failure in delivery of basic health care services and
~ Sustainable rehabilitation of post natural calamities
e Achieving Sustainable Community Engagement
- Empowered communities fostering socio-economic  development
addressing the provision of amenities at grass root level through:
— Public-private partnership for community mobilization in the areas of basic
health, education and skill development
-~ Community action with NGOs technical support and small grants
¢ Child Protection and Rights
— Nationa! & Provincial Plans of Action for Children for their survival,
development, protection, and participation.
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—  Eliminate child labour including worst and hazardous forms of child labour

_ Address the issues of child abuse, trafficking and any form of viclence
against children

~ Compulsory birth registration and registration for all children without birth

documents.

Issues and challenges

After devolution at national level, a well coordinated national planning is an issue to be
addressed. The review and revision of existing social welfare policies, strategies and
federal/provincial action plans are immediate concerns for effective services delivery of

some welfare programs. Important ‘esues and challenges are outlined as under:

e Qualitative and quantitative data/information on:

~ Target population of poor, vulnerable, marginalized and excluded children,
women, youth & elderly and available services of each target group

— Registered NGOs and their interventions

- Mapping of community services to address the emerging social issues of
disability, inclusive education; child welfare and protection,; vocational
training and skill development

« Existing programs of social welfare and protection are inadequate in coverage
and funding.

e Community Development initiatives have been launched in thinly spread urban
/ rural areas to provide need-oriented services 1o underprivileged strata of
population by promoting voluntary work, mobilizing local resources and
effective community participation to capacitate the poor, marginalized and
socially excluded poputation.

« Vertical approach of special education is not addressing the potential needs of
special children and persons with disabilities. Out of approximately 4.5 million
persons with disabilities, more than 1.5 million are children falling between the
ages of 0-15. This indicates imminent demand of education for these children
which is to be catered through the already existing network of regular schools.
The total enroliment of special children of all categories and age is only 24,1 14
(1.5%). The province wise enroliment detail is given in Table 14.6.

Table 14.6: Enroliment of Special Chiidren

Balochistan . 4

Total _ 298 L 24114
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Review of 2011-12

Before devolution during 2010-11, 25 PSDP funded projects were initiated across the
country to achieve the targets envisioned in the social welfare policies and strategies.
Of these, 10 projects have been transferred to provinces for implementation while 10
projects hava been completed during 2011-12. The rest of 5 projects were handed
over to CADD and Staff Welfare organization at federal ievel. The progress of the
devolved projects is under review with the stakeholders including provincial sociaf
welfare and special education departments.

Financial and Physical Progress

During the year 2011-12, for 5 schemes PSDP allocation of Rs 54 million were
prepared for social welfare activities, against which Rs 50 million have been spent. A
category-wise detail of funds in relation to provision of services is summarized in Table
14.7. The main focus of these schemes was on the following services:

o FEstablishment of Braille press for printing of Braille books/reading material for
170 institutions of visually impaired children across the country.

e FEatablishment of child welfare and development complex at Humak,
Istamabad.

e Residential facilities to employees of Directorate General of Social Welfare and
Special Education at Islamabad.

« Vocational training/skill development facilities for more than 150 female
dependents of federal government employees annually.

+ Up-gradation of recreational holidays homes for federal government employees
and their dependents at Ziarat.

Table 14.7: Social Welfare Activities, Allocation and Utilization 2011-12

Rs million
‘Special Education 2 136 2 i
- Soclal Welfare . B o _
.Stah‘ We|fare 2 03 7
Toia! " 5 Ve e —

Provincial initiatives

During 2011-12, the provincial social welfare and special education departments have
undertaken the following programmatic interventions with estimated cost of Rs. 2,164
million:

s Under social protection program in Punjab, various developrment activities for
social welfare, special education and vocational training were under progress
including Model Children Homes for poor and marginalized children,
upgradation and establishment of Old Age homes, rehabilitation of drug
addicts, beggars’ Home, hostel for working women. Upgradation and
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establishment of new special education centers in various districts and tehsils
remained under progress during the year to cater the educationa!l needs of
special children.

+ In Sindh, welfare services in various districts/locations were provided to
women through establishing Darul-Aman, rehabilitation center for destitute and
underprivileged women, community development centers to mobilize small
scale NGOs and to address the issues of she males, strengthening of Darui-
Affal, and rehabilitation of street children through civil society Organizations.

« in Khyber Pakhtunkhwa, under social protection strategy, many social welfare
projects for vulnerable and excluded were initiated. A separate social protection
strategy of KPK was prepared in 2007 1o mitigate social issues of the poor and
vulnerable population. These initiatives included establishment of social weifare
complex, health insurancefvoucher scheme, stipends for postgraduate and
senior citizen, micro finance for income generation, grants for vulnerable
women, child support program and establishment of women development
centers at district Jevel. Under ‘Communication for Effective Social Services
Delivery Project’” (CESSD), upgradation and strengthening of basic health,
education, water and sanitation facilities in 11 districts of KP have been under
progress. The project is being implemented with total cost of Rs 86 million
funded by C!IDA and AusAlD.

« Coverage of social welfare programs in Baluchistan have remained low. The
Child Protection Center Turbat, Inclusive Education Center Turbat and Special
Education Centers established by the then M/Q Social Welfare in Quetta,
Khuzdar, and Sibbi are providing special education, training and rehabilitation
facilities to the special children and disabled.

Outlook for 2012-13
New Policy Initiative / Reforms

The policies, strategies and programs of the social welfare sector are to be revisited in
post devolution scenario and for implementation of Framework for Economic Growth.
The national responsibilities and international commitments are to be fulfiled by
galvanizing newly emerged federal and provincial institutional setup for
implementation. in this regard, it is pertinent to point out that Pakistan is committed to
report progress on UN Convention of the Rights of the Children, and UN Convention
on the Rights of Persons with Disabilities, Education for All and part of the MDGs. The
following actions would therefore be undertaken for effective improvements of social
welfare services delivery:

. Establishment of national central repository of up-to-date reliable qualitative
and quantitative information/data on nature and extent of various social welfare
needs i.e. mapping of public and private seclor services, institutions for women,
children, youth, eiderly, patients, community development, disability and
activities of NGOs/corporate sector organizations, funding agencies, small
grant programs, etc. _

¢ The existing Social Welfare Policy was formulated during 1994.The review and
revision of Social Welfare Policy in accordance with current scenario; FEG and
MDGs and National Plans of Action for children and Persons with Disabilities
would be a key element of this sector in the light of 18" amendment.
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» New initiatives evolving new social welfare policy and approach towards
inclusive education, training and rehabilitation of special chiildren and persons
with disabilities. Planning commission as a national apex body needs to take
lead and coordinate for effective services delivery to the target population.

» Achieving sustainable community development initiative to support and
promote grass roct initiatives.

Financial and Physical

At the federal level, 4 schemes at a cost of Rs 199 million are underway. The specific
targets during the year would be providing services of Braille books/reading material
for VIC, child welfare, activities for poor and marginalized pecple and vocational
training for federal govemment emplovees/dependents. The total federal financial
development outlay for sccial welfare services comes as Rs 20 million for the year
2012-13. The two new projects for staff welfare at a cost of Rs 101 million with an
allocation of Rs 6 million during 2012-13 will be implemented.

The initiatives of provincial social welfare developments during 2010-11 will continue in
2012-13 in addition to the new programs for which an allocation of Rs. 1,408 million
has been made for establishment of new and up gradation of existing vocational
training centers for poor and marginalized, child protection centers, inclusive education
initiatives and Tehsils level special education centers in Punjab; community
development centers to activate NGOs at district level, rehabilitation centers for street
children through CSOs and for physically disabled persons in Sindh; establishment of
social welfare complex, stipend for poor students and senior citizen, micro financing for
seif employment and shelter homes for vuinerable women under social protection
strategy in Khyber Pakhtunkhwa; child protection center Turbat, and special
education, training and rehabilitation centers for hearing impaired children, visually
impaired children, physically and mentally retarded children in Quetta, Khuzdar and
Sibbi in the province Balochistan. :

14.5 Pro-Poor Budgetary Expenditure
The pro-poor budgetary expenditures during 2011-12 (by Federal and Provincial

Governments) stood at Rs 920 billion (Jul-Dec 2011-12). In the next year 2012-13, it is
projected to rise at Rs 1,615 billion, 8.1% of GDP in 2012-13 (Table 14.8).

Table 14.8: Pro-Poor Budgetary Expenditures
(2011-12 and 2012-13)

(Rs BIHIOQ
2012513

' 15 : , : s = ,.Q.roje““‘c#'tl
"“Market Access and Communlty Ser\nces e 4 146
"Human Development: - . RN 206 829
“Rural Development: = . .- - - Tl - 162 o 291
- Safety-Nets . .. 516 . |- . 300
L Governance . oot o 94 . 48
R GrandTotal ~ - 920 i 1,615
" AS'% of GDP. -';‘_— S EL 8.1

Source Ministry of Finance
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Culture, Sports, Tourism and Youth activities have been devolved to the provinces.
However, development work of Pakistan Sports Board, Pakistan National Council of
the Ar, Institute of Folk and Cultural Heritage, Pakistan Tourism Development
Corporation, Department of Archaeology and Museum stilf remains the responsibility of
the Federal Government.

15.1 Youth
15.1.1 issues and Challenges

In Pakistan youth (15-29 years) constitute 28% of total popuiation {around 54 mitlion in
number). With almost 2/3" of the population (68%) concentrated below the age of
30, Pakistan experiences a youth bulge which will change the composition of
future labor force over the next three decades with more than 1/3 of youth lives
in urban areas, this share is expected to reach to 1/2 by 2030. Scme important
features of youth demography are listed in Table 13.1.

Table 15.1: Youth Demography (15-29 Years) 2011-12
tion. (il : 54

30

28

26

64

Lack of policies that actively promote youth development has affecied the economy
and society adversely. The poor quality of education in public schools gave rise to
paralie! education systems in the form of private English Medium Schools and
Madrassans. Inadequate investment in education over the years, absence of right
policy mix, deteriorated govermnance and poor implementation has pushed the
Pakistani youth in a state of disarray. Universal primary education coverage is limited
due to which youth in large number, is iliterate and out of schools. Public health
coverage is limited while private health is not affordable and the result is that burden of
discases is high. Due to limited prospects in the economy and irrelevance of
education, a large number of youth is unemployed.
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The growing frustration among youth can be well understood from the prevalent
educational and skill profile on ihe supply side and declining job opportunities on the
demand side. The reasons and consequences of youth unemployment should be of
particular concern. The social and econhomic cOSts of youth unemployment are
enormous. it also pressurizes the way our society is administered; making it difficult to
aliocate resources for buiiding social, human and economic capital efficiently. This
phenomenon hightights the need for reforms in public educational and skill training
systemns in Pakistan.

We have to invest more in youth to utilize their enargies and to ensure thai next
generation of Pakistan nas better economic and social development prospects. If this
unprecedented opportunity is missed, it may lead to deeper turmoil and dissatisfaction
among youth, lf the available young human resource of Pakistan, which is
unprecedented in the history, is not utilized and harnessed, by 2045 when majority of
Pakistan’s population would be aged, there will be enormous pressure on the economy
to look after that part of population.

15.1.2 Youth inthe Framework for Economic Growth

The Growth Framework focuses on increased youth engagement, community
development and social networking, for which, the following poiicy directions have
been chalked out:
« Sirengthening of the training institutes such as TEVTAs, the skili training
centers and other private sector skili development activities.
« Launching of Nationa! Program for Skill Enhancement in the Provinces.
« Support for educational, spcrts and recreational activities where youth can be a
principal player.
s Exploring jobs for youth in Middle Fastern and East Asian countries under an
institutional arrangement through Overseas Employment Corporation.
s A larger roie of National Vocational and Technical Training Commission
(NAVTEC) as a coordinator in imparting training among the youth is envisaged
« Amend laws regulations and procedures preventing promotion of community
centers, libraries and related mixed use spaces.
. Create Youth Engagement Commiltees for management and supervision of
activities in community

Increase capacity of local youth to support development activities

Provide Technical and financial support {o communities

Engage youth in preservation of Heritage and environment

Focus on activiiies to provide youth quality health services and ensure that the

youth have access to information reiating o health issues, drug addiction stc.

e Expand of the youth vocational training and employment promotion programs
to cover all districts.

« Expand the Youth Development Centres (YDCs) to achieve the ultimate
objective of one youth development in each district. The YDCs will be made
centers of information for youth and eventually information technology (IT)
centers. ,

« Conduct Youth Survey for compilation all data on Youth's situation along with a

directory of the youth organizations & youth serving agencies.

¢« 2 D
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e Place Young graduates in universities, colleges and schools in all parts of the
couniry to assist and teach. Especially graduate females will be given
internship in their respective districts/division in girfls’ schools where there is
shortage of teachers.

e [Encourage innovations and inventions by financing (micro-credit) innovative
projects of youth.

e Less qualified youth especially the rural youth will be offered stipend based
training in livestock, pouliry farming and allied activities. Females would be
preferred.

Based on the above policy directions, the provinces need to evolve their own youth
policies and programs. Youlh empowerment cuts across many social sectors and as
such is discussed under gender, education, health, nutrition, population and
employment & skill development chapters.

15.1.3 Provincial Programs 2012-13
Punjab

The latest initiatives and policies of Punjab Government to motivate, inspire and
empower youlh to become active citizens and meet future challenges are: Laptop
Awards, PEEF Scholarships, Danish Schools, IT Labs, Competitions 2011 and Sports
& Youth Development. It has been planned to launch international youth exchange
program, development of youth centers, National youth award program, youth
conferences, national youth camps, youth programs for computer literacy, youth
conventions, youth literary competitions, Recognition of top position holders in
education at national level, development of the Chief Minister’s Youth Commission and
Projection of Punjab Youth Coungils.

Sindh

The Government of Sindh has launched a major initiative, titled “Benazir Bhutto
Shaheed Youth Development Program”, for addressing the issues of poverty and un-
employment through human resource development in the province. The Program aims
to provide opportunities for short-term employment and skill development to
approximately 100,000 semi-literate unemployed youth in Sindh for a period varying
between 3 months to one year.

The Provincial Government is planning to launch a similar program for Youth with
World Bank grant of $§ 2.75 million (Rs 234.75 million) under Japan Social
Development Fund (JSDF) for emergency training of youth. The program aims at to
provide employment opportunities for vulnerable jobless youth ranging from under-
matric to post-graduate level. The project would be implemented through Benazir
Bhutto Shaheed Youth Development Program.

Khyber Pakhtunkhwa

During 2011-12, the Government of Khyber Pakhtunkhwaha (KP) has initiated a
project where promotion of youth activities, excursion, visits and events are being
organized for engagement of youth in creative activities. A draft Youth Poticy of KP has
been prepared, which is in the process of approval. The development program also
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includes construction of Youth Centers at Chitral, Swat, Galyat and Naran. A youth
exchange program at the regional, nationat and international level has also been
planned. Provision of sports facilities to young generation is part of the government

priorities.
Balochistan

The Government of Balochistan, after devolution has created Youth Department, still in
its formative stage, with the objective to channelize the potential of youth by providing
technical and social training and taping the energies of illiterate school dropout youth.
During 2011-12 the Government of Baluchistan has not initiated any project/program
tor youth, but the Youth Department Baluchistan is planning to initiate skill
development, education and employment generation programs for youth in the coming
years. So far the only major contribution is the construction Youth Development Centre
at Quetta with an estimated cost of Rs 24.6 million. The project is funded by the
Federal Government. The program for 2012-13 includes construction of Youth
Development Centre at Gwadar and other districts of Baluchistan.

15.2 Sports

There is need to remove bottlenecks in smooth functioning of the sports institutions
organizing sporting evenis at national levet and participation of Pakistani players in
international competition/tournaments.

The Federai Government has suggested a broader program for sports development in
the country with the following salient features:-

« Formulation of a plan for buitding sports infrastructure at national level with the
involvement of private sector.

« District governments would ensure that housing societies have sports facilities.
This should be enforced through Government legislation regarding housing
socicties. These facilities will associate themselves with the community living in
that housing society and become their ‘club’. Encourage NGOs to include
sports as part of their plans to develop local communities and to liaise with
jocal government for the development of sports infrastructure at grassroots
level.

« The Provincial Education Departments and HEC would establish effective
interaction between them in the case of sports tacilities so that the functions of
each complement the other.

« All education institutions will have well equipped sports facilities. :

e« There will be sports training academies, sports stadia, sports complexes,
swimming pools and synthetic hockey turfs in al! districts of the country.

e Al major cities will have boxing gymnasia and indoor gymnasia.

« Pakistan Sports Board, Provincial Sports Boards, provincial governments and
the civil administration at district tevel should play their part to boost sports
activities in their own domains.
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15.2.1 Provincial Programs 2012-13
Punjab

To promote the sports, construction of state of the art gymnasiums in all districts of
Punjab, development of Sports facilities at School clusters in all Tehsils in Punjab, up-
gradation of sports grounds at Tehsil level in Punjab have also been planned,

Sindh

The salient features of program for Sports Development include: champion sports
promotion in Sindh and ingpire individuals, organizations, communities and
governments 1o create a healthy cuiture of sports and well being, provide programs,
services, tools and incentives that will enhance health and well-being besides
improving skills of the athletes, harness the energy and commitment of other
ministries, other levels of government, community partners, the private sector, the
media and the public to promote sports in the province of Sindh, to make Sindh a
leader in sports within Pakistan and internationally, create a physically active society,
breed healthy society, carry out social reformation through sports, promote com petition
and fair play and recognize and honor leading athletes and sporting legends.

Khyber Pakhiunkhwa

Government is spending considerable amount on sports grounds and other facilities in
all districts of the province. For this purpose an amount of Rs 550 million has been
allocated for on-going and new sports development projects in 2012-13.

Balochistan

During the year 2011-12 sports facifities such as small sports stadia at grassroot level,
foothall grounds are under progress. While the development program for 2012-13 for
sports includes promotion and creation of facilities for games like football, shooting
sports, boxing, cycling and car racing along with popular sports like hockey, squash,
and cricket.

15.3 Culture and Tourism

Pakistan has a potential for special categories of tourism such as domestic tourism,
cultural tourism, historical tourism, eco-tourism, rural tourism and pilgrim/religious
tourism. This is only possibie through tourism and Pakistan possesses enormous
possibility for attracting people to its grand historical places from within and outside the
country. Pakistan is richin enormous cultural and touristic treasures ranging from lofty
mountains in the north, green plains in Punjab and the vast deserts in Sindh. The
country has currently seven monuments inscribed on the World Heritage List which
can be increased to at least twenty , if efforts are made to comply with the international
requirements. Number of monuments and sites protected under Antiquities Act 1975
are presented in the Table 15.2. °
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Table 15.2; Monuments and Sites Protected under the Antiquities Act 1975

Catégoryil (Possibie:
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The federal & provincial governments and private sector need to take up the following
initiatives under a professionally and technologically grounded operational strategy:

+ Preservation and conservation of monumental sites and creation of
infrastructure by the state departments.

e Rest of the cultural activities such as music, painting, fine arts, tourism and
performing arts by the private sector, community and individuals

. Creation of Sustainable and economically viable consumer markets for cultural
products internally and globally

« industrial support and coordination for marketing of cultural products to
domestic as well as international market.

» Expanded educational efforts which include teaching of culture at tertiary level
and shhanced support to research and publication of cultural pursuits.

o Tourism support to Heritage sites initially through promotion of domestic
tourism and then spreading its scope to other areas such as religious and
cultural tourism

« A comprehensive mapping of all heritage assets (tangible and intangible) of the
country. .

» Taking Private Sector and Communities as key players.

The main issues in cultural promotion and preservation of heritage have been absence
of a comprehensive inventory of cultural and heritage sites, orthodoxy of conservation
exercises, lack of skill in the use of the modem technology in cultural and aesthetic
andeavors, weak coordination between culture and tourism activities and failure to
place culture in the mainstream development process. The other area which has
remained neglected was proper projection of Pakistan’s rich and enormous cultural
treasures to the world. Not only the etforts are required for international consumption
but also many of the Pakistanis are stili not very well aware of their own culture and
heritage; thus the cultural promotion has remained an isolated sector. It has taken siX
decades to realize that cultural development and tourism are the twin sides of a single
coin and modern day industrial ventures have strong cultural linkages for marketing
and promotion of goods and services. The economic policies in general, let tourism
alone have been designed without taking into consideration culture as stimuli for
advancement. '
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15.3.1 Provincial Programs 2012-13
Purnjab

The cultural sites and monuments in Punjab are varied in nature and provide massive
attractions to the tourists. The Goavernment of Punjab has planned lo invest primarily
on preservations and conservations activities on the monuments located in Muitan,
Harrappa, Shalimar Garden, Badshahi Masjid, Lahore Fort and the Tombs of Jahangir
and Noor Jehan at Shahdara, Lahore. Rehabilitation works at Rohtas Fort will also be
given preference. These sites after initial investment during the year 2012-13 would
become capable of generating funds for their operational expenditure through added
tourist attractions.

Sindh

Sindh is the house of one of the oldest and internationally known archeological sites-
Mohenjo Daro. The conservation and preservations works will start for which
international support is being sought. Makli Hills Graveyard near Thatha is also
inscribed on World Herilage List which will be given due attention in the year 2012-13.
The Government of Sindh has also planned to generate the cultural activities in the
towns by organizing Folk festivals. Domestic tourism will be promoted through
enhanced investment on touristic spots such as the beaches and the town spots in
metropolitan Karachi.

Khyber Pukhtunkhwa

Government of Khyber Pakhtunkhwa has chalked out a comprehensive program for
preservations of monuments at Takhi Bhai, Buddhist sites in Swat and historical
places within the city of Peshawar. The province being hub of tourism will continue to
invest on touristic attractions in Swat, Malam Jabba Ski Resort and other places. The
province has also planned to organize festivals at various places round the year.

Balochistan
The country’s oldest civilization-Mehergarh is located in the province. Excavation and

conservations works at the site will continue lo explore and preserve the hidden
treasures of civilization.
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The Framewoik for Economic Growth lays emphasis on education and productivity
enhancement which derives economic growth. Children of age group 5-16 years are
given constitutional right of education. Under the 18" Constitutional Amendment,
provinces are the driving seat to provide education facilities to the youth living. Federal
Government will be responsible for such matters as right of education for children,
education policy and interaction with International Forums (UN and its bodies, ECO
and SAARC). Planning Commission would carry oul sducation planning, monitoring
and evaluation of federal programs, to address the implementation gaps and short
comings, to improve the quality and out-put of federal programs. Provincial
governments are to take all necessary steps towards educational reforms and delivery
of education services at grass root level.

16.1 Challenges

The following major challenges and deficiencies are faced by the current educational
system that hinders attainment of targets of Millennium Development Goals and
Education for All:

+ Imperative of uniformity in Pakistan’s educational system flows from the
Constitution of Pakistan, which entrusts the State with the responsibility of
organizing an equitable and effective education system, with an aim to
enhance the overall well being of Pakistanis.

¢ Weak governance, limited access to educational facilities, poor quality of
education and lack of gender equity.

+ Commitment gap caused by lack of belief in education’s true worth for socio-
economic and human-centered development and lack of belief in the credibility
of the goals themselves.

« Implementation gap: 20% to 30% non-utilization of development funds due to
lack of proper planning & capacity and accountability. Political influence and
favoritism is observed from the allocation of resources to the recruitment,
training and posting of teachers and administrators by violating the merit.

» Education indicators given in the Table 16.1 and Figure 16.1 (Provinces) show
that Pakistan is well below the targets of MDGs envisaged for 2015.
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Figure 16.1: Provincial Literacy Rates 2010-11 {%)
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16.2 Objectives

Main objectives of basic and college education are:

e Universalization of primary education i.e. ensuring the completion of a full
course of primary schooling by cach and every boy and girl alike by 2015

« Enhancing Net Enrolment Ratio (NER) and Gross Enroiment Rate (GER) -

« Enhancing adult literacy and gender equality
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16.3

Strategic Action plan

The action plan prepared in the light of MDGs has been translated into specific
programs and projects. The initiatives include:

16.4

Free education up to secondary level

induction of vocational / techhical streams in secondary schools

Al primary schools will move towards the goal of 100 percent female teachers
The minimum qualification for all schoo! teachers to be raised to Bachelor
Degree with professional teacher training and increased teacher emoluments.
Mainstreaming madrassas to bring them at par with national standards -
Introducing 4 year stream in Degree Colleges

Provision of autonomy to Degree Colleges with Board of Governors / Trustees
drawn from local community, academia and business

3 percent of educational budget will be used for monitoring Education Sector
Reforms.

Opening of literacy centers

Opening of more Primary Schools, Up-gradation of Primary schools to Middle
level, Up-gradation of Middle schools to secondary level

Addition of classes XI-Xil in secondary schools

Strengthening of existing Teachers Training Institutes

Stipend for girl students and scholarships for talented students

Reforms for examination system like National Testing Service (NTS)

Review of 2011-12

Financial

During 2011-12, Rs 56.5 billion was allocated for the education. PSDP allocaticn for
federal government was Rs 2409 million, Punjab Rs 25498 million, Sindh Rs 7627
million, Khyber Pakhtunkhwa Rs14436 million, Balochistan Rs 2776 million, FATA Rs
2750 million, Gilgit Baltistan Rs 448 million and AJ&K Rs 564 million. Detail is
presented in Tables 16.2, 16.3 and Figure 16.2.

Tabie 16.2 Federa! PSDP 2011-12

(Rs Million)
Allocation™ |

Capécity Building of Teacher Training Institutions 05 1 640 E
and Training of Eiementary School Teachers '
Establishment/streng'rhening/ekpansion of 22 679
schools/colleges
Scholarship 04 81
Total LY 2,409
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Table 16.3: Provincial Development Qutlay of School & College Education
(Allocations in Provincial / Area ADPs 2011-12)
. (RsMilion)

School Education i 17,538 2,620 : 34,081

Toohnical Education | 2573 | 59 sz
!—Ti;;;cherTraining - 82 ! 81 . - 12 b - 175
g“&];ge“ééugan{“""1;{,526 T o 238 ¢ 612 | 200 | 105 | 212 10916 |
%F-Schoiarship' 5 1 - 1,200 . o210 , 10 - 1425 [
rotal | 25498 | 7s27 | 1aass | 2776 | 2751 a8 | sea | 54100
1 . b e e e IR N S S el

Figure 16.2: Education Sub-sector wise Allocation:
Provinces and Areas 2011-12
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Physical

Development work on the following development projects at the federal level remained
under progress.

e The capacity buiiding projects of teacher training institutions & training of
elementary schools teachers in ICT, AJK, GB, FATA, Punjab, Sindh, Khyber
Pakhtunkhwa and Balochistan (CIDA). '

« Establishment of Scout Cadet College Muzaffarabad, AJK, Cadet Coliege at
Chelas, Gilgit-Baltistan

e Polytechnic Institute for Boys at Gilgit, G.B
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+ Computer Literacy Centers in 12 Union Councils of ICT {Phase-I)

« Degree College Nowshehra (President’'s Directive), FG Degree College for
Women, Sector |-14 and FG Girls Model School in I-14 Islamabad (PM's
Directives), FG Degree College for Men Sihala, Islamabad (PM’s Directive). ),
FG Degree College for Men Sihala, Islamabad (PM's Directive).

¢ Intermediate classes and up-gradation of IMCB F-11/3, Ibd, B.Com (Honors) 4
years classes of 1bd Coltege for Women, F-10/3, Ibd. and MA Education and
M.Ed. classes at Federal College of Education, Ibd.

e FEG Junior Model School Margalla View Housing Scheme Zone-ll, D-17, lbd,
EG Junior Model Schoo!l CBR Colony (Zone-V), Ibd, FG Junior Model School
Soan Gardens, Lohi Bher, Ibd.

« Provision of 119 Computer labs in Educational Institutes in Islamabad

« Expansion and up-gradation of FG Fatima Jinnah Degree College for Women,
Model Town Humak, istamabad (PM’s Directive).

16.5 Qptiook for 201 2-13

Financial Allocation of Rs 4.4 billion has been made for the federal programs for 2012-
13. Detail is presented at Table 16.4. Development work of the projects taken up in
previous years will remain in progress. Development work of FG Degree College for
Women at Bhara Kahu, islamabad will also be taken up during the year. in addition to
this, provinces and federal areas will continue their development work in the fields of
literacy & non-formal education, school education, technical education, teacher
training, college education and scholarship schemes.

Table 16.4 Federal PSDP 2012-13

(Rs Million)
Capacity Building of Teachers Training Institutions and 5 i 368
Training of Elementary School Teachers ‘ ’
Establisnment/strengthening/expansion of 5 115
schools/colleges _
Literacy through Basic education community schools > 5 462
and National Commission for Human Development. ’
Scholarship' _ 7 166
Total 19 4,111
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17.1  Heailth

it is critical to move towards a health system which enabies to address the challenges
and prevent households from getting into the poverty trap. Efforts to improve health
status of population will be lmited until the health sector adopts a strategy that
challenges fundamental structural conditions of limited and poor quality public health
coverage, little knowledge of preventive health which contributes considerably to
poverty. Although Pakistan is making progress, it is far behind other South “Asian
countries in this regard. Though on decline, child morality, under five mortality and
maternal mortality are still unacceptably very high. Under-five mortality among the
poorest has modestly improved in the last 15 years. . Pakistan lags behind its
neighbors on immunization coverage. Gap between access to health services for the
poor and the affluent and geographic differences are large. The quality of care in
public facilities is low resulting in low utilization of public health facilities. Moreover,
slow progress in achieving maternaf and child heafth and reduction in their morbidity
and mortality are major concerns in the progress towards achieving Millennium
Development Goals (MDGs).

In pursuance to 18" Amendment to the Constitution, health sector has been devolved
to the provinces with absolute administrative and financial autonomy. Accordingly
Ministry of Health was abolished on 30" June 2011, The following residual functions
have been spread to various Ministries/Divisions including Planning & Development
Division, Cabinet Division, Inter-Provincial Coordination Division, Capital
Administration & Development Division, Economic Affairs Division and I[nterior
Division. The health functions retained at the federal level are:

Nationa! Planning

Coordination (with provinces and international development partners)
Funding of Vertical Programs in Health Sector

Regulation of Pharmaceutical Sector

international Healih Regulations

e Dealing with International Agreements and MolUs

e Training Abroad

Although vertical Programs in health sector have been devolved to the provinces,
however, upon their request and in pursuance to the decision of CCI, funding for these
vertical Programs during the 7" NFC Award shall be catered to by Federal
Government.

17.1.1 Challenges

* Post-devolution: provinces are to pick up vertical projects of health and
population after expiry of the 7" NFC Award activities, for that they have to take
pro active measures Lack of evidence based planning and decision making

+ Weak management and governance systems particularly at district and sub-
district levels
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« Partially functional logistics and supply system

« Poorly motivated and inadequately skilled as well as compensated staff
« Lack of adequate supportive supervision

» Low level of public sector expenditure and its inequitable distribution.

17.1.2 Economic Growth Framework

Economic Growth Framework seeks accelerated and sustained growth and
development based on economic reforms with emphasis on productivity. tn health
sector the strategy envisages perusal of the following themes for implementation in
short and medium term:

« Revamping/management of primary, secondary and tertiary healthcare
(Rescue 1122; Strengthen DHQs; tertiary hospital autonomy)

[Provincial Departments of Health; Federal government support as and when
required]

« Healthcare Financing Reforms (Social Health Protection for poor; Health
Insurance; other financing options)

[Provincial Departments of Health: BISP; Federal Government support as and
when required)

. Goverance reforms in health sector (setting quality standards; essential
services package; aid effectiveness; service structure; capacity; access to
affordable medicine; Health Ombudsman; tederal-provincial coordination)
[Provincial Departments of Health: Federal government]

17.1.3 Review of Health Sector 201112

An amount of Rs 14.3 billion was provided in Federal PSDP 2011-12 against which
utilization by end of March 2012 stands at Rs 9.7 billion (Table 17.1).

Table 17.1 Health Programs 201 1-12 & 2012-13

(Rs Million)

- s i o 20124137 |
Ty Vertical P"’?'_"?"T L 7 |- Allocation
' National Program for Family Planning and Primary. |
. Hoalth Care | e 77,101 8,000 11,000 |
Expan_cigc_i Program of !rﬂmgiz_ation N I 24,983 2,716 2,793
- Enhanced HIV/AIDS Control N1H islamabad 1,931 247 247 |
National 7.B_Control Progam | Lie4_ 124 R
. Roll Back Malaria Control Program _ 659 124 124

National Program for Preverntion and control of ' !

Blindness, NIH, Islamabad. BT 247 247
" Prime Minister's Program for Prevention & Control
| of Hepatitis, NiH, Islamabad S 13,904 600 684 |
| National Maternal Neonatal and Child Health %
| Program, Islamabad. T 19,995 2,281 2,366 i
L . L S
| National Program for Prevention and Control of 331 37 37 "
. Avian Pandenmic influenza, NiH, Islamabad. 4,
I Total | T azmea | 14375 | 17622 |
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To improve hoalth status of the people and to reduce burden of disease following
programs and projects under impiementation remained on track. Physical targets and
achievements of health program for 2011-12 are presented in Table 17.2.

Program for Family Planning and Primary Health Care: The program has
recruited about 110,000 Lady Health Workers (LHWSs) to date. More than 60%
of total population and 76% of target popuiation stands covered by LHWs. Out
of 30 million children, about 16 million are immunized by LHWs during National
Immunization Days (NIDs). Similarly in high risk districts out of 5 million target
wormen, 4.5 million are vaccinated by LLHWs. Their role in improving mother
and child health is by now well recognized.

Malaria Control Program: Malatia is the 2™ most prevalent and devastating
disease in the country and has been a major cause of morbidity in Pakistan.
More than 90% of disease burden in the country is shared by 56 highiy
endemic districts, mostly located in Balochistan (17 out of 29 districts), FATA
(7 agencies), Sindh (12 districts) and Khyber Pakhtunkhwa (12 districts). Most
of the reported cases from these districts are due to falciparum malaria which is
more dangerous form of malaria. Federally Administrated Tribal Areas (FATA)
is the second highest malaria affected belt of the country which accounts for
12-15% of the total case load of the country. National strategy for Malaria
Control is based on the following 6 key RBM elements:

- Early diagnosis and prompt treatment.

- Multiple prevention

- mproved detection and response fo epidemics.

- Developing viable partnerships with national and international partners.
- Focused operational research and

- National commitment.

TB Control Program: Pakistan is 6™ amongst 22 high disease burden
countries. TB Control Program has achieved 100% Directly Observed
Treatment System(DOTS) coverage in public sector and in the last five years
the Program has provided care to more than half a million TB patients in
Pakistan. The Program is moving steadily to achieve the global targets of 70%
case detection. There are areas where NTP has to improve each as suspect
management, contact management, quality bacteriotogy services, engaging all
care providers through public private partnership and inter-secloral
collaboration, monitoring and supervision, research for evidence based
planning and advocacy communication and social mobilization (ACSM).

HIV/AIDS Control Program: The major focus of the program is on behavior
change communication (BCC), services to high-risk population groups,
treatment of sexually transmitted infections (STis), supply of safe blood and
capacity building of various stakeholders. Till date 4,500 HIV positive cases
have been reported to the AIDS Control Programs at federal and provincial
levels It includes 2,700 full blown AIDS cases. Around 1030 are receiving free
treatment through 12 AIDS Treatment Centers.

Maternal & Child Health Program: Maternal & Child Health Program has
been launched by the government in order to improve Maternal and Neonatal
Health services for all particularly the poor and the disadvantaged at all levels
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of health care delivery system. It aims to provide improved access to high
quality Mother and Child Health and Family Planning services, train 10,000
community midwives, comprehensive Emergency Obstetric and Neonatal Care
(EmONC) services in 275 hospitals/health facilities, basic EmONC services in
550 health facilities, and family planning services in all health outlets.

« Expanded Program on immunization: EP! Program provides immunization
against the 7 killer diseases i.e. childhood tuberculosis, poliomyelitis,
diphtheria, pertussis, neonatal tetanus, measies and hepatitis B. New vaccines
would also be considered for introduction in due course.  During the year
5010-11, 7 million children of 0-11 morths and 6.5 million pregnant women
were immunized against 7 deadly diseases and tetanus oxide respectively.
19 million packets of ORS were distributed. Under the preventive program,
about 8.5 million children will be immunized and 25 million packets of Oral
Rehydration Salt (ORS) will be distributed during 2011-12. Routine coverage is
regarded as the basis of child protection.

« Prime Ministers Program for Prevention and Control of Hepatitis in
Pakistan (2010-15): The program envisages meeting the chalienge posed by
the high prevalence of viral hepatitis in the country. The program aims at 50%
reduction in new cases of hepatitis B and C by 2015 through advocacy and
behavior change communication, hepatitis B vaccination of high risk groups,
ostablishment of screening, diagnosis and treatment facilities in 150 teaching
and DHQ hospitals, Safe Blood Transfusion and prevention of hepatitis A and
E.

» Cancer Treatment Program: Pakistan Atomic Energy Commission’'s (PAEC)
13 Cancer Hospitals in four provinces are already providing diagnosis and
treatment facilities to cancer patients, 9 new cancer hospitais are in the
process of construction. Breast care clinics have been established at all the
nuclear medical centers.

in addition to the above discussed major health programs, progress on some cother
health activities are presented as under.

« Establishment of 7 Rural Health Centers (RHCs) 30 Basic Health Units (BHUs)
up gradation of 15 existing RHCs and 35 BHUs.

e Addition of 4000 new doctors, 450 dentists, 3000 Nurses, 4500 paramedics
and 500 Traditional Birth Attendants.

e Under the preventive program, about 7 million children were targeted to be
immunized and 19 million packets of ORS are likely to be distributed during
2011-12.

s 4500 HIV positive cases have been reported to the National and Provincial
AIDS Contro! Programs it includes 2700 full blown AIDS. Around 1030 patients
are receiving free treatment through 12 AIDS Treatment Centers.
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Tzble 17.2: Physical Target/Achieverment 2011-12 and 2012-13

{Nos)
E SubSeetor [ o 20142 T T Targets
E ' e pedn i S .| Targets. .| Achievements | (%)..|.; 201213
| A Rural Health Program
! New BHUs 50 30 60 40
i New RHCs 10 7 70 10
i_Strengthening/lmprovement of BHUs 50 35 70 45
Strengthening/improvement of RHCs, 20 15 75 15
B. Hospital Beds 5,000 4,000 80 5,000
C. Health Manpower __ P I
(Dogtos 5,000 | 4,800 86 | 5000
Dentists 500 | 450 90 500
Nurses 4,000 3,000 75 4,500
| Paramedics 5,000 4,500 90 5,500
iTBAs . i..5%0 ! 500 L 500
i Training of LHWs i 10,000 9,500 9% : 10,000
i D, Preventive Program - o
: Immunization (Million NOs) - 7.5 7 93 8
| Oral Rehydration Salt (ORS) (Million 22 00 91 o9

i Packet)

17.1.4 Outlook of Health 2012-13

Strategic Priorities for 2012-13

« Strengthening of primary health care facilities particularly in improvement of
mother and child health through institutionalization of 24/7 Basic EmONC
initially at ICT and later to be replicated at provincial level. US § 2.1 Miilion

(Rs 184.4 Million) are committed by SDF for this purpose

« Communicable disease control and funding of the relevant vertical Program

from federal PSDP

» Mobilization of resources through international development partnership like
WHO (JPRM), SDF , World Bank, DFID
« Initiate social protection/ social health insurance to assure provision of quality

and affordable health care particularly to the vulnerable

» Health sector reforms (service structure, remuneration package)

An amount of Rs 20.0 billion has been earmarked for health sector in Federal PSDP
2012-13 for preventative and curative programs for achievement of MDGs. All the
vertical Programs in health sector shall continue to be funded by federal government

during FY 2012-13 (Table 17.1).

The targets for the health sector during 2012-13 included establishment of 10 Rural
Health Centers (RHC) 50 Basic Health Units (BHUs) and up gradation of 20 existing
RHCs and 50 BHUs. The human resource target included the addition of 5000 new
doctors, 500 dentists, 4000 Nurses, 5000 paramedics and 550 Traditional Birth
Attendants. Under the preventive program, about 7.5 million children were targeted to
be immunized and 22 million packets of ORS were to be distributed during 2011-12.
Physical targets for FY 2012-13 are given in Table 17.2.
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provincial Strategic Interventions

« Preventive Health Care and Attainment of MDGs
The provinces have greater focus on preventive health care and attainment of
MDGs. They have a unique situation of a double burden of disease. Yet, the
preventable diseases still take heavy toll and diseases which are believed 1o
have been rolled back re-emerge. The following interventions are going to
contribute towards this end:
- Millenniumn Development Goals Program (PMDGP) in Punjab
_  Safe Blood Transfusion Service Program (all provinces)
_ T8 Control Program (all Drovinces)
- Expanded Program for Immunization (all provinces)
_  Prevention & Control of Hepatitis Program {all provinces)
_ HW/AIDS Control Program {all provinces)
- Punjab Thalassemia Prevention Program
_ Maternal and Newborn Child Heaith Program (all provinces)

. Focus on Rural Health Centers (RHCs) and Renewed Focus on Secondary

Health Care

_ Policy is to consolidate the existing health facilities instead of creating new
infrastructure. Focus would be on strengthening Primary Health Care
tacilities (RHCs) based on yardsticks.

_  The emphasis is on up gradation of THQ and DHQ Hospitals as well as
establishment of new ones.

- Provision/Rehabilitation of Equipment in Secondary Care Hospitals.

. Need Based and Result Oriented Allocation for Tertiary Health Care
- Being autonomous, the tertiary health care level is witnessing a great deal
of dynamism and several innovations which need substantial funding and
support. Although the tertiary health care allocations remain high but they
have been made more need-based and targeted.
_ Schemes of all teaching hospitals involving jatest diagnostic and treatment
facilities.

» Improved Diagnostic Facilities
The area of diagnostics needs to be strengthened appreciably to keep pace
with the ever-changing demands of time and 0 make health and medical
analyses more scientific.

. New Strategic Thrust (in Punjab)

_ Mobile Health Units have been introduced to make up for the deficiencies
of static coverage and effective service delivery at remote areas. The
Mobile Health Unit containe collapsible & non-collapsible diagnostic and
invasive & non-invasive electro-medical equipment. It also contains health
education material to disseminate the information strategically.

_ & Mobile Health Units are already in operation in Muzaftargarh, Rajanpur,
Mianwali, D.G. Khan, Bahawalpur and Bahawainagar since January, 2011,

- Additional 50 Mobile Health Units (MHUs) are to be procured. 20 MHUs will
be launched during 2012-13.
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« Enhanced Focus on Medical Education

~ The inequity in Doctor to Population Ratio has impeded efficient service
delivery as well. The current Doctor-Population Ratio stands at 1:2187
instead of the WHO recommended 1:1000. With a view to rectifying this
mismalch, new medical colleges are being established.

- In Punjab, Medical College, Gujarat is in operation since 2009.
Establishment of four new Medical Colteges at Gujranwala, Sialkot, Sahiwal
and D.G. Khan (Classes of 1st year MBBS have already commenced)

- Similar other provinces are also in process of institutionalizing new medical
colleges.

- School of Nursing at Rawalpindi is being upgraded to degree level.

- Capacity Development and Training of Nurses & Paramedics

172 Nutrition

Adequate diet provides basic nutrients for growth and development of individuals
through ensuring food and nuirition security. Food security parameters related to
nutrition are provision of sufficient quantity of safe food accessibility throughout the
year. The economic growth framework envisages socially active and economicalty
vibrant human force as a sustained growth engine. This and nutrition related MDGs-
2015 targets would be achieved through muiti-sectoral cost effective nutritional
interventions by integrating & creating linkages and coordination among relevant
stakeholders. The nutrition indicators of eradicating extreme poverty and hunger are,
{a) prevalence of underweight children under five and (b) proportion of population
below minimum level of dietary energy consumption are aligned with the economic
growth framework.

17.2.1 Policy and Strategy:

Food and nutrition security remains government priority for basic food and nutritional
needs of the population at household level. The nutrition interventions being a multi-
sectoral are perused to reach targeted population groups through allied public and
private sector such as health, food, education, agriculture, industry, social welfare and
mass awareness ete. Nutrition strategy will follow:

- Monitoring Food & nutrition status

-~ Improved quality of food through fortifications, quality control

- Integrating nutrition interventions across allied sectors.

17.2.2 Review 2011-12:

e Food Availability: The major food items availability remained satisfactory during
the year 2011-12 to meet the overall nutritional requirements. The average
caloric availability during the year has been estimated at 2410 per capita/day.
The availability of essential food items over the period is briefly given in the Table
17.2.1.
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Table 17.2.1: Food Availability kg Per Capita/year

“Proteins/ |

~day(gms)

r 720

201112 1 4500 204 | 127 | 2410 716

Ests. ;

72012-13 . |

d  Targets | 160.0 210 | 130 | 2450 726 |

. Food Consumption: The consumption of essential food items showed marginal
improvement in calories intake from1650 to 1700 and protein 44 to 45 gm per
capita per day in 2010-11 as compared to 20067-08. The food consumption
information is available through cross sectionai consumption/nutrition surveys.
The detail is given in Table 17.2.2.

Table 17.2.2: Consumption of Major Food ttems Kg Per Capita/year

%0 1107 28 | 158 | 820 | 540 | 68 g2 | 1650 .
[2010-11 58 | 120 | 36 | 166 | 808 | 644 | 62 | 109 [ 1700
Source: HIES 2007-08 & 2010-11, PBS.

« Food Expenditure: The food basket determine adequacy of food intake and cost
of the food basket indicates inflationary pressure on food intake. The cost of food
basket remained fluctuating during the year with an average of Rs 18G0C for the
period July 2611 - March 2012. The cost witnessed a maximum of Rs 1910 inthe
middle months of the year, however with a cumulative increase of about 1
percent from Rs 1745 t0 Rs 1767 in nine months. The difference in change of
cost among provinces has been an increase of 5 percent in Khyber Pakhtunkhwa
while decrease by 2 percent in Punjab. The monthly comparison is presented in

the Figure 17.2.1.

Figure 17.2.1: Change in Cost of Food Basket-Monthly
July, 2011 to March, 2012

" I
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1905 | ‘,74‘\
18380 | 5 \
= 1855
- 1830 v
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k—w—Cost(Rs.; 1745 1760 1820 1875 1910 1730 1780 1760 1770 |
B
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Nutritional Status

The supply of caloiies over the time through availability of major food items remained
above the average Recommended Daily Allowance (RDA) and actual household food
consumption. However, food consumption remains lower then food availability and the
minimum food basket. The trend over pericd depicts resultant nutrition status.

The latest National Nutrition Survey 2011 revealed that malnutrition is prevalent in the
country especially among children and women of child bearing age. About 31 percent
children under five years of age are underweight and 15 percent wasted. Around 32
percent babies are born with low birth weight, which reflects inadequate nutritional
status of mothers. Based on Body Mass Index {BMI}, about 9.5 percent mothers are
obese and 15 percent are underweight. The NNS 2011 also reflects a widespread
micronutrient deficiency of lron, Vitamin-A, lodine and Zinc among children up to 5
years and mothers given in Table 17.2.3.

Table 17.2.3: Status of Micronutrient Deficiencies Mothers and Children

(%)
' Childrén(0=5 Years) " Punjab Sindh1:KPK_ | Baluchistan: :
Vitamin A " ' 19 19 34 | 38
lodine level(6-12 years)_ P12 14 8 7 13
fron deficiency Anemia - 33 3 | 32 | 14 19
‘Zinc deficiency 39 38 | 37 | 45 39
Mothers j - o o
Vitamin A 17 18 11 32 22
lodine level 14 14 19 12| 15
Iron deficiency . Izz)eng;;nr;int 25 25 24 16 _ 27
| Anemig. o Pregnant 19 19 23 6 14 B
i Zinc deficiency a2 A 39 49 44

Source: Nationa! Nutrition Survey 2010-11
Financial

Rs 4 million were allocated in the PSDP for the year 2011-12, which has been
released and expected to be utilized for ongoing program, “Establishment of
Reference Laboratory for Food Quality Control System” at National Institute of Heaith
(NIH), Islamabad. The expenditure on nutritional activities remains low, new program
could not be initiated at federal level being a cross cutting multi-sectoral discipline due
to 18" Amendment. The development of provincial nutrition programs remained in
preparation with the consultation of the stakeholders. However, outside PSDP
nutritional activities like food fortification & supplementation and nutritional awareness
continued in private sector.

Physical

» Food quality control is an important food security concern. A Reference Food
Laboratory for Strengthening of Food Quality Control System at Nutrition
Division, National Institute of Health {NiH), Islamabad completed with a cost of
Rs 25 million and has started work in 2012.

« Micronutrient supplementation of Vitamin-A and lron continued through Lady
Health Workers (about 98,000) across the country to control nutritional
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deficiencies of Anemia, Vitamin-A in children under five and women of child
bearing age.

« Food security and social safety net measures especially for poor households
remained in progress 1o mitigate the impact of food inflation through Benazir
incomne Support Program (BISF).

. Micronutrient Deficiency Control Program to address major micronutrient
decencies of lodine, fron and Vitamin-A&D through food fortification remained
in progress through private sector with the support of public sector. The
program during the year focused for increased production and expanded
coverage of both salt and wheat flour.

17.2.3 Prospects for 201 2-13

Better nutrition intake is targeted through improved consumption of essential food
items, following desirable food pasked. The availablity of major food items will be
sustained and is estimated to provide 2430 calories per capita per day to meet the
average nutritional requirements of the population. Resuitantly the food consumption
of essential food items is estimated to improve during the year. The quality of hasic
food items will be ensured to control micronutrient mainutrition through food based
nutritional interventions across sectors throughout the country.

Programs

o Integrated five year enhanced nutrition program for mother and children is in
the process Of finalization by all the provinces including Azad Jammu &
Kashmir and Gilgit Baltistan except Punjab to improve nutritional status of the
population especially vulnerable groups covering foliowing areas.

_ Malnutrition in Children (06-59 months) and Pregnant & Lactating Women;
_ Micronutrient Deficiency,

- Behavior Change Communication;

~  Strengthening institutional Arrangements

e The Punjab Government plan to integrate nutrition concemms Aacross allied
ongoing initiatives.

« A National Zero Hunger Program of public sector and UN agencies is being
finalized for its scope and coverage. The main focus is to pursue a set of
nutritional interventions to address public mainutrition throughout the country at
an estimated cost of § 1000 million for a period of three years. The
Government has committed 10 provide wheat 500,000 metric tons per year.

« Food fortification to control micronutrient deficiency will continue for increased
production and expansion of wheat flour and salt. New initiatives to
institutionalize internal and external quality of jortified food product will be
started across provinces.

« Iron supplementation to women of child bearing age will continue through the
Lady Health Worker's Program and Vitamin- A supplementation to children
under five years of age as par of the National immunization Days (NID's).

. Nutrition Suyveillance System initiated during 2012 will be scaled up for better
integration in the system and wider coverage.

17.3 Population Welfare

Population concermns are central to econornic growth, poverty alleviation, employmernt
generation, social harmony and improvernent in quality of life of people. Conversely,
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sustainable development cortributes towards containing the conseguences of
unavoidable population growth and facilitates demographic transition. Poverty is often
accompanied by unemployment, malnutrition, illiteracy, low status of women, exposure
to environmental risks and limited access to social and health services including family
planning and reproductive health services. All these factors reinforce high levet of
fertility, morbidity and mortality, and tead to low economic productivity, hence
contributes to rise in poverty. A control over rapid population growth will be necessary
to narrow and ultimately eliminate the gap between population and economic
resources that allows progress in the field of social services such as health, housing,
clean water, food & nutrition and proper sanitation.

Pakistan still has the highest population growth rate {2.0%) in the world mainly due to
rapid decline in mortality rate and slowly decreasing fertility rate, Total Fertility Rate
(TFR) 3.5 is high whereas CPR is lowest at 30%. It is ranked 6" by position in the
world and is expected to become the fourth largest nation by 2050.

What is striking about the recent few years is the recognition and realization that family
planning services have not kept up pace with their increased demand. The high unmet
need for family planning services, the high levels of unwanted fertility and the large
number of induced abortions, to avoid having and rearing an unwanted child are
reflection of this reality. These outcomes are largely a result of women, couples and
families not having easy, accessible, affordable resort to means of preventing an
unwanted pregnancy, which includes good quality information and services. The
stagnation of the contraceptive prevalence rate at 30% is a testimony that there was
disconnection between demand and provision of family planning services. More than
one out of three women wants birth spacing but not using contraceptives. Furthermore,
out of a fertility rate of 3.4, one child on average is unwanted.

17.3.1 Present Situation

Some important demographic indicators for the year 2011-12 are reflected in the Table
17.3.1, whereas population projections by age group for midyear 2012 are given in
Table 17.3.2.

Table 17.3.1: Selected Demographic Indicators of Pakistan

T 2012413
: : A duly) 0 (%duly)
. Total Population {Million) 177.1 180.7
| Urban Popufation T Tess 0 ers
Rural Population 111.8 1 7_“—1—13{ j
Total Fertility Rate (TFR) _ 3.5 { 3.4
Crude Birth Rate (per 000) ; 275 | ar2
Crude Death Rate (per000) 73 72
._I;opuiation Growth Rate (%) ' 2.03 l_nzo
—_—Life Expectancy (years) ' - 64.8 ’{ 652 ;

Source: National Insfitute of Poputation Studies (NIPS), 2012
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Table 17.3.2: Population Projections by Age groups of Pakistan
2012 Mid Year

. (Million)
TE Female |
10.7
5.9
9.5
10.0

- 88

total T 1so7_ | 934 87.3

Source: National institute of Population Studies (NIPS), 2012

17.3.2 Strategy

The population welfare strategy has been designed in line with the Framework for
Economic Growth (FEG). Ingredients critical to effective implementations of the
population strategy are outlined as undet:

« Strong commitment and political will at all levels.

. Close coordination among different sectors.

« Collaboration between public and private sectors.

« |ntegration between health and population sectors and improving availability of
RH services at First Level Care Facility (FLCF).

« Well directed communication and media policy to disseminate population
Program interventions related to optimal bith spacing, emergency
contraception and more focused Interpersonal Communication (IPC).

« Improved managerial and service provision capacity at different tiers of
devolution.

« Develop a strong reporting, monitoring and evaluation system.

e Improve performance of Program at all levels by introducing performance
indicators for all categories of administrative and service delivery tiers these
may include:

. Performance based PSDP allocations and utilizations, universal access {0
FP/RH setvices, fertility level, population growth rate, crude birth rate,
crude death rate, life expectancy, contraceptive prevalence rate, availability
of contraceptives and service Delivery.

- Strengthening Public Private Partnership.

- Strengthening Population Section of Planning Commission to develop
population welfare policy and reforms.
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17.%.3 interventions to achieve the desired targets/ goals

in order to achieve a desirable level of total fertility rate, a robust family planning
Program is imperative to regain the momentum in fertility transition. With a very high
unmet need for contraception (25 %), several bariers need to be overcome, including
misinformation regarding family planning methods, difficulties to access the facilities
and services, misinterpreted refigious precepts regarding use of contraception,
absence of client focused quality services, disrupted flow of information and availability
of contraceptive methods. In this regard, strict monitoring and evaluation,
accountability, assurance of quality services at the individual level, are envisioned to
play an important role.

An effective communication strategy to address these bartiers and build demand for
family planning remains a major area warranting attention. All these issues also need
to be incorporated in Health Policy so that ownership and collective resolve in an
important cause is reflected. Quality of service, which includes availability and choice
of methods, information to clients, technical competence of providers, good rapport
between users and service providers, continuity of services and a constellation of
services offered, all need to be comprehensively reviewed and accordingly addressed.

The need for a broad-based integrated reproductive health approach is considered a
prerequisite for achieving any further breakthrough in the population sector under
greater coordination between public sector, private sector and civil society. For
achieving the long-term objective of attainment of a replacement level of fertility by
2020 or eadier as Millennium Development Goals (MDGs) require, the Population
Welfare Program focuses on the new initiatives and priority Programs through focused
interventions described as under:

« Implement a comprehensive reproductive health (RH) package, and improve
coordination of the RH Program among the government (functional integration
between Health and Population Sectors); multinational, bilateral agencies and
civil society organizations including NGOs.

« Involve women organizations and other groups working for women’s needs in
the planning, implementation, and monitoring of RH services and Programs.

« Promote men's participation in RH Programs, through sensitization and
creating awareness among them for responsible reproductive behavior in
relation to women’s health benefits and overall improvement of quality of life
and family welfare.

» Assure the high level of quality of care in providing information and services.

« Promote an approach that provides a constellation of linked or integrated
services to meet the needs of clients.

e Make available as wide a range as possible of safe and effective modern
methods of family planning, emergency contraceptives, and provide advice on
the safe practice of traditional methods.

e Create awareness and a better understanding of the social, cultural and
behavioral aspects of RH service provision through improved quality of care.

« Strengthening of a referral systemn

» Establishment of community based RH-Care base services, provided by LHWs
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17.3.4 Review of 2011-12 and Prospects for 2012-13

Financial Performance

The following Table 17.3.3 depicts that during the financial year 2011-12, an amount of
Rs 4.1 biiion was allocated in the Federal PSDP to Population Welfare; against which
Rs 5.1 billion have been utilized. For the next year Rs 3.7 billion have been allocated.
Additional requirements are to be met out by funds provided by provinces.

Table 17.3.3: Population welfare; PSDP Allocation and Utilization

2011-12 and 2012-13 Rs million
R SRR 12001412 =] 5p4
Project’ gt | - Aviocation.... roeation
T T S R s T S R - Utilization CEEETT
Population Welfare Program Federal Activity
(2040-15) 2,702 | 807 1 0
Papulation Welfare Program Punjab (2010-15) 19,628 | 1,549 | 2,154 1,549
Popuiation Welfare Program Sindh {2010-15) 13,336 885 1,400 885
Population Welfare Program Khyber Pakhtunkhwa 6,234 477 815 477
(2010-15)
Population Welfare Program Balochistan (2010-15) 5,426 391 409 391
Population Weltare Program GB (2010-15) 663 41 63 41
Population Welfare Program AJK {2010-15) 1,245 78 115 78
Population Welfare Program FATA (2010-15) 997 35 81 35
Population Welfare Program, Federal Services in
|slamabad) 399 100 74 a0
Establishment of Multipurpose Service Centre,
40 3 1 -
Islamabad.
Grand Total 50,670 | 4,066 5,093 3,546

~utilization til March 2012
Physical Achievements 2011-12

During 2011-12, the Population Welfare Program constrained 10 expand its service
delivery outlets due to insufficient financial allocations. The National Institute of
Population Studies completed following studies during the year 2011-12.
« Evaluation of RHS-B Centers
« AJK Demographic and Health Survey
. Evaluation of Family Welfare Ceniers
Existing Status of Population Education at Pre-Service Level
AJK Demographic Health Survey
Evaluation of Regional Training Institutes
Islam and Family Pianning.
Perception and Practices at Silakot and Chakwal Districts.
Rapid Booklet {Population growth and its implications}.
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Targets for 2012-13
f
During 2012-13, population Welfare Program will continue to provide reproductive
hea'!t/ family planning services. Some of the broad performance largets set for the
period 2012-17 are outlined as under.
« Reduce fertility tevel to 3 births per woman.
« Ensure universal access to safe family planning services.
« Reduce incidence of first birth, at age less than 18 years, by two-thirds.
« Promote birth-pregnancy spacing of more than 36 monihs from existing 30
% to 45%.

Reduce proportion of mothers giving late birth, at age beyond 34, to half.

The Population Welfare Program envisages 10 establish service delivery outiets during
2012-13. Cumulative figures for the period 2011-12 and 2012-13 are presented in the
following Table 17.3.4.

Table 17.3.4: Physical and Contraceptive Users Targets
(Cumulative Nos.)

2011-12 | 2011-12 2012-13

. Target - | Achievement Target -
Family Welfare Centers : 3,427 2,891 3,427
Reproductive Health Services Centers-A 269 207 2682
Mobile service units (MSUS) 300 282 300
Contraceptive users (Million) 10.2 2.7 13.1
Reproductive Health Services Centers-B 184 133 184
Registered Medical Practitioners (RMPs) 27,576 0,297 27,576
Hakeem and Homeopaths ' 14,009 8,071 14,009

“Contraceptive users till December 2011.

NIPS has planned to carry out following studies during the year 2012-13.
s Evaluation of Management tiers
« FEvaluation of RHS-A centers
« Evaluation of Mobite Service Units
s |EC survey
» Evaluation of Population education
» Pakistan and Demographic Health Survey

Government of Sindh has approved three new schemes costing Rs 900 million to be
undertaken during 2012-13 and beyond. ADP allocation for 2012-13 at Rs 465 million
has been earmarked for ongoing and new schemes. (Table17.3.5).
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Table 17.3.5: Population Welfare: Sindh Schemes

Con-str-uction of PV\;’TI VKar.achi ( 2008-14) " 120 . 150
Safe mother Hofne Larkana (2010;13) | 33 . 15
Construction of DPW offices (2012:15) 750 150
Revitalization of bévolved Institutes (2012-13) 100 100
Rehabilitation of RHS-A Centers {2012-13) 50 50

Government of Punjab has also decided to establish following service outlets during
2012-13 and beyond.

. Establishment of Modet Family Planning & Health Centers.

» Social Mobilization through induction of Religious Leaders / imams.

« Establishment of Family Planning Homes.

 Strengthening Linkages with RMPs.

» Food Supplement for Breast Feeding Mothers.

« Strengthening Monitoring System.
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Women development, empowerment and gender sensitization has gained priority in
the public sector policy discourse in the recent decade. Prior to devolution, the
erstwhile Ministry of Women Development (MoWD) was responsible for initiatives for
women empowerment. It facilitated legislation for women, granting 10% quota in public
sector and reserved seats in parliament & at union council level and introduced
Gender Reform Action Plan. Women Crisis Centers were formed and National Plan of
Action for Women {NPA) and National Policy for Development and Empowerment of
Women were formulated reflecting international commitments.

Subsequent to the 18" amendment; Ministry of Human Rights (MoHR) has been
entrusted to deal with human rights aspect of women empowerment and gender
mainstreaming. However, purview of the MoHR remains restricted to the human rights
dimension regarding women. Women development and empowerment is an essential
parameter of the Framework for Economic Growth. Therefore human rights’
enforcement is a necessary but not sufficient condition for the empowerment of
women. Similarly, the “National Commission on the Status of Women (NCSW)" has
been retained at the federal mandated to examine national policies, programs and

plans for women’s development and gender equality.

The issues pertaining to women development and protection are now being
recognized as basic human rights. Several commitments at national and international
forums ensure that the gender equality is to be featured at all levels. The major
national commitments include Women's Empowerment Policy, the National Plan of
Action, the Gender Reform Programs, and the Benazir Income Support Program
(BISP). The international commitments comprise of “Convention for Elimination of
Discrimination against Women (CEDAW)”, the Beijing Platform of Action, the
Millennium Development Goals (MDGs) and several other UN human rights
conventions and covenants. The major outcomes during the year have been the
passage of numerous bills and legislations such as Protection against Harassment at
Workplace, and Domestic Violence Bill.

18.1 Issues and Challenges

Though there has been significant shift in the focus of the government towards the
gender issues, women are still under-represented in economic, political and social
spheres and thus remain impoverished as evident by low fife expectancy (63 years),
gender parity index in secondary levei enrolment (0.79) and gender parity index in
primary level enrolment (0.84) in 2010-11. Subsequent to devolution, women
development has been rendered a national dimension and the major areas of concern
can thus be identified as follows:
« Numerous gaps between the implementation of the national and international
commitments
¢ Absence of an institutional mechanism at the national level impedes the
process of mainstreaming gender across national govermnance structures
e National Plan of Action for Elimination of Discrimination against Women was
drafted under the ersiwhile MoWD but the operational plans for its
implementation are yet to be developed.
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« Lack of uniformity in gender poficy discourse, legistation and compliance of
international commitments

« Efforts regarding women development are more preventive than proactive

« low level of resource investment in wamen compounded by negative social
and cultural norms makes difficult the eradication of gender discrimination and
disparities in all realms of society

« Coexistence of discriminatory jegislation, paraltel legal system, Jirgas,
Panchayats and policies espousing equal rights to men and women

. Persistent gender disparities in the education, health, economic, and political
spheres

« Long gestation period of programs and plans for greater economic
opportunities for women resulting in low productivity

. Precarious domestic environment breaching human rights through gender
based violence

« Lack of gender dimensioning in public policies and plans at all levels

. Need to revamp women crisis centers addressing need of security for the
disptaced women in line with best practices

18.2 Strategy

‘The Framewaork for Economic Growth also identifies “human capital’ as the “software
“of growth; since women comprise more than half of the human capital, a sustained
development envisaged in the growth framework can be attained by economically,
socially and politicalty developing and empowering the women. Therefore, the gender
development and women empowerment  corroborates with the development
proponents of the growth framework; the economic growth can be fostered by
priaritizing:

. Investments in human capital, especially girls and women's education
. Investments in physical capital, particularly women's access to the formal
sector employment and labor productivity

The following initiatives at national level are considered vital to spur the social,
economic political and legal empowerment and development of women:

Socio-economic Development
« Overarching policies and plans encompassing areas of health and education
» Expanding economic opportunities and developing muiti-sectoral and inter-
disciplinary approaches with horizontal and vertical linkages at ali levels
Conducive Domestic milieu
+ Rights-based framework protecting women's legal rights and entittements

« Ensuring equality and empowerment of women fo transform them to effective
human capital
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Gender Mainstreaming

« Development of gender sensitive need based policy programs and projects
« Integration of gender issues into all sectors of national development
e Materializing national and international gender commitments

18.3 Review of 2011-12
The year 2011-2012 can be rounded up as follows.

Financial

+ Subsequent to 18" amendment, the national umbrella projects amounting to
more than Bs 256 million were devolved to the respective provinces. These
projects comprise of establishment of Women Centers under the aegis of the
provinces. The tofal expenditure of the provinces amounted to Rs 192 million

« An amount of Rs 6.5 milion was allccated o Human Rights Division for
implementation of development schemes including Family Protection and
Rehabilitation Centre for Women, Islamabad and Establishment of Women
Centers

Physical

» Though the MoWD was devolved and functions transferred to respective
provinces and federal agencies, the infrastructure created under its aegis
continued delivering services to the target population, with the exception of
Punjab where women protection/crisis centers were reverted to the federal
government

¢ Initiatives for the development of women continue at the provincial level under
various projects such as Project for the Economic Empowerment of Women,
Strengthening of Vocational Training Centers for Women and Establishment of
Hostel for Orphan Girls

» Shaheed Benazir Bhutto Women Centers are operating in 26 districts inall
provinces; besides the Women centers, several development projects are under
way in the provinces, such as Sindh Women Economic Program, Chitral
indigenous Craft Development in Khyber Pakhtunkhwa and Project for the
Economic Empowerment of Women of Balochistan. Similarly, 34 District
Industrial Homes are operating in Punjab among 6 Dara-ul-Falah. Physical
targets and achievements of women empowerment in 2011, prior to devolution
are presented in Table 18.1.
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Table 18.1 women Empowerment; Physical Target and Achievement 2011

IR s e I

T Tager | :Achievement .

T susestor

H

| Mainstream gender at all . !
| levels of .governance  Project has - been
= 9 { institutionalized  within |

: Reforms { g,trup ture : through | the overall provincial -
| institutional, policy and | s e work

: i . political reforms : :
oo Gredit___ _,‘_”:,,‘..,__4;_'14_"_2-f§0Eémférf__‘f::@éi'\'@éi:__é

Skill Training _ﬁ 4 % 4,000 H ‘; 4,000 / i
- — ' ‘«_-EIM—H-—_k_""_———-‘"-_—H i ™ —‘_ﬂ:
_ Eamily Protection, | i E i
' Rehabilitation & Crises | 5 i 5,500 // | 3.969 /I 1
. Centers 1 | a

_ *'——”“_’"’_—'“_"*"“"——_—{"__"J—“'—'—_’l'_“—r" — "—4“'—‘-——‘3_—_"—# —
,% ! Construction of i0

" Health Care 1 ‘ Bashalanis in  Kalash E 2 Bashalanis completed
R o valey b S
Mobility Support (e | domwes L .0 provided
| % ‘:
5 2,00 wommen l 2,100 women

. Awareness Raising 2

. National Gender Reform Action Plan (GRAP} which was developed to
mainstream gender at all levels of governance structure concluded in the
preceding year. It introduced key reform in the areas of:

_ |nstitutional Restructuring,

- Fiscal policies and procedures,

- women employment in public sector and
. \Women Poiitical Participation

« GRAP has also laid down toundation for building partnerships and forging
iinkages with various public sectors, Ministries/Divisions and District
Governments to realize the goal of gender mainstreaming at all tiers of
governance structure. The provincial GRAPS continue to function at the
provincial level but the implementation is siuggish and their focus remains
ambiguous.

« To safeguard women against exploitation, the following steps were taken:

_ The “National Commission ofl the Status of Women Bil 2012" was
approved to protect women's rights against discrimination. This provides
financial and administrative autonomy to the Commission

. The Prevention of Anti-Women Practices (Criminal Law Amendment) Bill
was passed by senate making it uniawful to deprive a woman of her rightful
inheritance through deceitful or iliegal means”; force a woman into
marriage to settle a civil or criminal dispute; and "compel or arrange Of
facilitate” a woman’s ‘marriage’ to the Quran

_ In order to provide lega safety nets to working women the Protection
against Harassment of Women at the Workplace Act, 2010 was made
mandatory at organization

_ in order to curb sexual harassment “The Criminal Law (Amendment) Act,
2010 was passed with amendments in Section 509 of the Pakistan Penal
Code relating to sexual harassment at the workplace
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18.4 OQutlook for 2012-2013
Financial

The proposed allocation for Ministry of Human Rights is Rs 126 million for 2012-13.
Besides MoHR, programs/projects amounting to Rs 82 million are envisaged to remain
in progress under the aegis of various ministries/divisions. These major
projects/programs are Women Economic Empowerment Centers at Muzaffarabad,
Bagh, & Rawalakot, Women Business Incubation Center at Lahore and Quetta,
Women Business Development Center at Karachi, Mingora and Peshawar and three
Ladies Industrial Homes cum Work Order Centers at Lahore, Karachi and Peshawar.
At the provincial level, there is a total out lay of Rs 240 million for the forthcoming year.
The major initiatives to be continued in the provinces are strengthening of vocational
training centres for women in 12 Districts of Balochistan, construction of 10 Bashlani in
Kalash Valley and establishment of hostel for orphan girls in Sindh.

Physical

The women development and empowerment approach as discussed in the earlier part
of this chapter will continue to be pursued and projects/programs are envisaged for:

« Reinforcement of affirmative actions already in place, for instance reservation
of seats in representative bodies and rights: of voting and contesting in
elections

¢ Mainstreaming of women in major economic sectors such as industries,
manufacturing, services efc.

« Prioritizing gender mainstreaming in programs/projects/plans of the federally
funded areas (such as Islamabad Capital Territory, Azad Jammu & Kashmir,
Gilgit-Baltistan, efc.) ]

« Adequate investment in women capital within the framework of a rights-based
approach to shift from a restrictive investment approach to broad policy based
approach.

 Integration of components of international commitments in policy & planning
both at National/Provincia! Level.

e Co-ordination at national and provincial level on development issues for
synergizing development initiatives on women empowerment at all levels

+ Mandating women's presence in committees and bodies to prevent their
exclusion from decision-making.

Identifying areas of inadequate data and developing systems of gender-disaggregated
data coliection and collation.
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The stability and prosperity of a country is directly related to its economic strength,
viable means of communication, investment friendly environment, competitive markets,
strong institutions, youth empowerment, trade openness, creative cities and better
govemnance. Balanced development by mainstreaming the backward and less
developed areas has been recognized as an important element of the development
strategy.

Key challenges faced by the less developed areas include poor governance,
inadequate infrastructure (i.e. energy, transport, and irrigation), poor delivery of social
services, lack of financial resources, poorly organized communities, insufficient
participation of local community, tack of institutional capacity exctusion of women from
public sphere and development process, low social capital, poor law and order, ethnic
and religious strife and poor monitoring and evaluation of development initiatives. The
Framework of Economic Growth calls for addressing these issues for fast and
balanced growth in the country.

Less Developed Areas

Less developed areas in Pakistan mainly consist of the rural areas and the federally
administered special areas such as FATA, AJK and Gilgit Baltistan, which remained
deprived of the economic and social development due to their difficult terrain, lack of
accessibility and adverse law and order condition. In terms of defining LDR's, an
approach that integrates the economic {including financial) as well as social (including
poverty, environmental and empowerment) dimensions of national development has
been adopted. Floods 2010 further deteriorated the development situation in many of
the LDRs. The following are the less developed/special areas in the country (Table
19.1).

Table 19.1: Less Developed Regions in the country

Federally Tribal Agencies {i.e. Bajaur, Khyber, Kurram, Mohmand, Nortﬁ &
Administrated Tribai South Waziristan and Orakzai). Frontier Regions (i.e. Bannu, D.I.
Areas (FATA & FR) Khan, Kohat, Peshawar, Tank and Lakki Marwat)

z:g}%??mg & Whole AJ&K except Muzafferabd & Mirpur cities.

Gilgit-Baltistan | Astor, Baltistan, Diamir, Ghanche, Skardu

islamabad Ruarl Areas of ICT, Islamabad

Source; Working Group Report on Less Developed Areas and Rural Development, Planning Commission {2010)
Development of Special Areas

The socio economic indicators of Special Areas are substantially fower than national
level. The socio economic indicators (i.e. per capita income, fiteracy rate, physical and
social infrastructure and others basic facilities etc.) are lower than the national level.
The need is to bring these areas at least at par with other relatively developed areas of
the country. The selected indicators in less developed special areas are given in
Table 19.2.
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Table 19.2: Comparisons of Selected Development Indicators in Special Areas
and National (2010-11}

E licator - T National

"Literacy ratio (both sexes, %) 88

Malo fteracy @i (8) . —— 189

| Female literacy ratio(%) - 46
Roads {per sq km) o 1023
Cultivated Land (%) I
Area undor productive forest (%) | 52

' Pbpulation_Growth Rate {%) ___ﬁ___ﬁ_%o_i-}_i
ﬁUnemponme_nt Rate (%) s e 6.0
Enrolment Rate Primary Boys (%) - [

ﬁaiment Rate Primary Girls (%)

infant Mortality (per 1000) S |
Population per hospitatbed -+ 1,592
Population per Doctor - : 1,

immunization Coverage (%) Coa

“Maternal Mortality Rate (per-1 QQOQQ—LWF:E%_TM
| Rural Water Supply Coverage . i s
Urban Water Supply Coverage - R

Electricity Coverage (%} j

 Power Generation(MW) ____ R I RERC
Per capita Power availability (KWH) L 0.28 - 367 - 1
Villages electrified (Nos) ] 147,088 4050 | 1,649 900 i

Source. Report on Special Areas for 10™ Five year plan, Planning Commission 2010 PSLM

(PBS) and Economic Survey of Pakistan (2010-1 1)

Policy

The policy of the special areas development is designed to improve standard of living
of the people of these areas. Main features of the policy are:

« Reinvigorating area / rural development.

« Raising agricuttural productivity.

« Alleviating poverty and providing employment opportunities to landless labors.
« Promoting a sustainable environment for the uplift of rural community.

» Providing help, in accessing basic necessities and management of the rural

commons.

Strategic Framework

Keeping in view the above policy measlres it is understood that both public and
private sectors can make their concrete efforts to reach out the poorest in the less
developed regions. Thus there is need to focus the following strategic measures for
the accelerated development in LDRs!
« Empowering youth and community through participatory development and
social mobilization
« Developing nested hierarchy of Rural Growth Centers
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« Improving basic necessities of life (Rural Roads, water supply & sanitation,
transport, and village electrification, etc.)

« Enhancing rura!/ agricultural productivity by introducing advance technology

« Provision of sccial safety nets to the poor

« Human resource development through vocational training

¢ incentives for private sector to run the industrial and commercial enterprises
development.

e Ensuring timely release of funds to avoid the issue of throw-forward liabilities
and for timely completion of the projects.

Review of 2011-12

Financial

During 2011-12, an amount of Rs 30.6 bilion was aliocated for developmental
activities in less developed regions, including special areas. These funds were
provided through respective ministries / divisions (i.e. Narcotics Control Division,
Interior Division, M/o Kashmir Affairs & Giigit Baltistan and SAFRON Division). Out of
total allocation, an amount of Rs 5.0 billion was provided to People’'s Works Program—|
reflected under cabinet Division and Rs 1.2 billion were set aside for other projects
reflected in Narcotics Control Division, Interior Division, for areas development projects
and special packages for areas affected by militancy . Whereas, an amount of Rs 24.3
billion had been earmarked as block aliocation for development activities in Special
Areas. Administration of concerned are authorized to alflocate funds to respective
sectors according to felt needs of area. Details of allocation/utilizations for various
agencies may be sean at Table 19.3.

Tabie 19.3: Agency wise Allocations for 2011-12

Cabinet Division (PWP-I) o 5,000 5,000 100
Narcotics Control Division 5+ 1 227 227 100
| interior Division (ICT) - en 948 98

| SubTotal - 6,198 6,175 998
Special Areas S .
Azad Jammu & Kashmir 8,284 8,284 100 d
| Gilgit Baltistan - - | 6070 6,070 | 100
Federally Administrated Tribal Area | = 10,000 10,000 100

-Sub Total (Special Areas) |- 24,354 24,354 100

‘ GrandTotal - | 30552 30520 100

The comparison of the allocation and utilization to various ministries/Division and
Special Areas for the year 2011-12 is given in the Figure 19.1, Which shows that the
major part of the allocation has been utilized in special areas.
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Figure-19.1 Agency/Ministry wise Allocation &
: Utalization 2011-12-

12,000
c QUIIO b oo oo < e e e
= W Aljocalion
= 6,000 .13
= 201%-12
&£ 4,000
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Physical

During the period under review, various activities were implemented through People’s
Works Program, area development programs in AJ&K, GB and FATA, Special
Development Package in lstamabad for strengthening capacity-building institution. The
objectives of these programs are improving the quality of life of the rural poor.
However, due to poor law and order problem, terrorism, the desired targets could not
be achieved fully. The Physical targets and achievements for 2011-12 may be seen at

Table 19.4.

Table 19.4: Physical Progress of Development Projects at Federal level

“Rural Roads (km)_ - __
 Drinking Water Supply Schemes

“Hydel Powers stations (No) .

“Stroet Pavements (Nos) 1. . (TN NI A
{Training of male / female (Nos) . 1,250 2400 3,650 3,000
: Up-gradation ofjwomen fraining centers.s. . : 1,000 1,000 1,200 l

. {Nos)

People’s Works Program-|

The govermment launched the People's Works Program as part of its much-publicized
land reforms and rural deveiopmeni programs. It included both rural and urban areas
concentrated on introducing infrastructure schemes proposed by Parliamentarians for
construction / improvement of roads, provision of electrification, provision of gas &
telephone facilities, sanitation and drinking water supply amenities, street pavement,
drains & street lights, works and equipment regarding health, education and veterinary
health care facilities, small irrigation & land protection works and land development
with the wider participation of people. The major objectives of the program are to
provide an opportunity 10 participate to the people in planning and execution of
development pians so that these programs could develop awareness and confidence

among rural people.
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During 2011-12, a i¢lai 2,659 schemes costing Re 3.41 billion were approved by the
Federal Development Committee of PWP-| for execution. Fund for schemes has been
released and schemes are under implementation. Agency wise details of schemes
(initiatad, completed) and their costs under PWP-1 are given at Table 19.5.

Table No 19.5: PWP-l Schemes

(Nos)

“'Schemes ' | Cost {Rs Million) | Schemes Completed !

962 | 1709 42

783 | 911 B o

685 548 18 o

 LG&RD Go_dee 170 , L=
(SNGPL__ O T T -

| Balochistan Dev Authority - 7 33 o 1 ’
(KESC_ | 5 I N e

L_S__SGCL B 3 4 ] e

i Cantonment Board L 1 1 ; 1
' Tele communication dept | 1 , 2 ' 1. |
' Total 289 o 34ls o 75

“Source: Federal Development Committee Progress Report.
Program for 2012-13
Financial

During the fiscal year 2012-13, an amount of Rs 38.7 billion is proposed for
Accelerated Development for Less Developed Regions in Pakistan. Out of total
allocation, an amount of Rs 5.0 bilion has been provided for People’s Works
Program-] refiected in Cabinet Division, Rs 0.19 billion has been set aside for other
projects reflected in Narcotics Control Division, and Rs 0.35 billion for Interior Division,
for areas development projects and special packages for militancy affected areas in
Malakand Swat. An amount of Rs 33.2 billion has been earmarked as block allocation
for development activities in Special Areas. Administrations cf concerned areas are
authorized to allocate funds to respective projects according to their own priorities.
Details of allocation for various agencies may be seen in Table 19.6.

Table 19.6; Agency wise Allocations for 2012-13
(Rs Million)

[[Agency/ Ministry/Division = ..~ . . J-. - Allocation 2012-13
Cabinet Division (PWP-I) ~ ~_s0OO
Narecties Control Division 189

Interior Divisicn (ICT) - 363

Sub Total 5,542
SPECIAL AREAS T -
Azad Jammu & Kashmir 9,547 o
Gilgit Baltistan 7,644
Federally Administratgg Tribal Area L 16,000 »
Sub Total (Special Areas) _ 33,191
Grand Total 38,733
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The agency and ministry wise allocation for the year 2012-13 is depicted below (Figure

19.2).
Figure 18.2 Ministry/Agency wise allocation 2012-13
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The comparison of allocation tor the years 2011-12 and 2012-13 given in the following
bar chart indicating that the ailocation for Ministries/Divisions has been significantly
increased for 2012-13 (Figure 19.3).

Figure 19.3 Comparison of aliocation for the Year 2011-12 and 2012-13

% Allocation 2011-12 i

® Allocation 2012-13

cabanel D ke Harcotgy ey Dh B sind
RITNT Comdmd T Een i Fashme

Physical

During the financiat year 2012-13, highest priority has been accorded to those ongeing
schemes/ projects which are near completion, so that the benefits of projects can
reach the neglected segment of community. These development activities are
supplemented to federal vertical program being implementing in various sectors such
as power generation projects, health sector program, Family Planning, Expanded
Program for immunization, National Maternai, Neonatal, Child Care, Education
Improvement Projects, Enhanced HIV/AIDS, National Program for Water Courses
Improvement, Safe Drinking Water for All, Area Development projects in FATA against
poppy cultivation etc. The allocations for these projects / program are reflected in their
respective chapters. Targets for 2012-13 may be seen at Table 19.7.
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Table 19.7: Physical Targets of Area Development Schemes

-7 Area U ICT.&IDP o s
i o L W -Development; | Schemesj -
Rural Roads (km) - 44 48
| Drinking Water Supply Schemes (Nos) 52 9
| Hydel Powers stations (No) 7 2 I R
Street Pavements (Nos) _ : - 30 a0 !
| Training of male / female in different fields. (Nos) - - - 2,400 | 2,400 |

People’s Works Program-{

During 2012-13 an amount of Rs 5.0 billion will be earmarked for the schemes funded
and executed from PWP-I based on prioritized list of projects identified by the
parliamentarians in their respective constituencies within the overall parameters of the
approved policy and budgetary ceilings fixed by the Govemment.
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ansport and Logistics

Transport and logistics sector comprises of physical as well as soft infrastructure.
Physical infrastructure constitutes rails, roads, air and water transport; whereas, soft
infrastructure covers such activities as packaging, delivery, storage and trade logistics
and facilitation. Transport and logistics cost is an important component of cost of doing
business and determines efficiency of connectivity. High freight, insurance, longer
delivery times in Pakistan restrain growth in connectivity of people and places. Hence,
connectivity features prominently in the Framework of Economic Growth. in designing
reform agenda and implementation plan to improve connectivity for rapid economic
growth, issuss of all dimensions of physical and soft infrastructure wiil be addressed.

201 Strategy

The T&L Sector is required to be improved by modernizing through a continuous
process of reforms supported by focused investments. The overarching objective is to
bring down the costs of doing business by improving various sub-sectors of T&L. The
sector claims 23 % share of PSDP 2012-13. Approximately two to three times more
investment is required in T&L to support the growth process. In addition to public
investment and reforms, effoit needs to be made to promote PPPs and leverage
higher investment from the private sector to accelerate growth in the shortest possibte
time. Framework for Economic Growth emphasizes participation of private sector /
PPP in T&L as growth-driver in open market. This will further enhance productivity,
competitiveness, efficiency, innovation and entrepreneurship in the economy.

20.1.1 Draft National Transport Policy

To implement growth strategy for sustainable growth, Ministry of Communications has
prepared a draft National Transport Policy in consultation with ail stakeholders. The
Policy covers all modes of transport; roads, railways, ports & shipping and aviation,
and is under the process of review under the National Transport Corridor Improvement
Program (NTCIP). The broad objectives of the draft NTP are to provide safe, reliable,
effective, efficient, affordable, accessible, sustainable and fully integrated transpoit
system that will meet the needs of freight & passenger mobility requirements,
improved service in a cost effective fashion that supports governments goal of
increasing public welfare through economic growth, social improvement, poverty
reduction and infrastructure development while being environmentally and
economically sustainable and energy efficient ™

An overall review of transpoit and logistics sector for 2011-12 and outlook for 2012-13
are discussed in the subsequent paragraphs.

Sector 2011-12

20.2.1 Federal Prograims

The PSDP for 2011-12 provided an outlay of Rs 63.7 billion for the federal program.
Against this expenditure of Rs 95.6 billion is expected to be incurred by the end of year
(Tabie 20.1).
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Table 20.1: Transport and Logistics — PSDP Allocation and Utilization
2011-12 and 2012-13

I
3
L : atic
i | National Hughway Author:ty 39 900 58.808 172 50 727
| Ll\lt*flr___,__« RS S ] ’
s Pakustan Railways 15,000 20,950 140 22,877
M/o Ports & Shlpplng 727 .27 4 325
n Mo Communications” T 72 172 100 142
- ~National Transport Research 0 ' )
. Cenre (NTRC) . A L 199 °
« Const. Technology’ Trammg .
| Insfitute (CTTI) s 100 142
|« National HW & Motorway - 9 5 10 0
| Police (NH&MP) - % ® 0 -
Planning & Development Division .
| (NTGMU) | 400 137 3} | 600
Ministry of Cornrnerce (TTFU-2 50 50 100 20
Progect) - IR R - e
M/o Defence ' 1,177 | 227 19 649
e e . S AR A
: e Pakistan Meteorolog;cai
" ey % s | B ) %
o Maritime Secunty Agency .
L veA) 35 14 39 21
«  Airport Security Force .} - \ _
 (ASF) : g 12 1.2 . 100 . 0
« Civil Avnanon Authoruty '
(CAA) 7 1,100 176 16 . 6800
M/o Defence Product[on oL : _ inn :
(KSGEW) - e R G 1455 100 2,000
Finance Division (F‘rovunmal o 3.507 2518 B R 2 605
Roads) - : L .
Housing & Works Duwslon o . _ o
(Provincial Roads) : 181 181 100 1,010
AJK & GB Division {One strateglc ;
oroject of AJK) . 1,046 1,046 o 100 - 700 B
_ Total Transport and Logistics | 63,704 95,570 150 81,715
Breakup-of Budgetary & Budgetary Corporation Program'. S e ' _
« Budgetary Program = - | 23,804 28,762 112 30,988 |
|+ Budgetary Coporafion | 39900 ' 68,808 172 50,727
L - Program - = L
L ‘Total Transport and Loglstics | 63704 | 95870 . 150 __L_ 81,715

Salient features of implementation of the program in respect of the each sub sector of
transport are presented as under.
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s Pakistan Railways

Against an allocation of Rs 15 billion (FEC: Rs 2.5 billion) an expenditure of
Rs 20.9 bilion is reported to be incurred during 2011-12. The additional
expenditure of Bs 5.9 billion over and above the allocated funds is due to less
expenditure on account of local funds (Rs 12.5 bilion} and excessive
cxpenditure against foreign loan of Rs 2.5 billion which is directly disbursed by
the donor agencies. The main thrust was at the improvement of existing
infrastructure, signaling system and procurement and manufacture of rolling
stock like locomotives, coaches, bogie wagons. Waork on track rehabilitation,
doubling of track from Khanewal to Raiwind, procurement / manufacture of 150
Diesel Electric (DE) locomotives, procurement / manufacture/up gradation of
602 (400+202) passenger coaches, replacement of old signaling gear system
from Lodhran to Shahdara Section, rehabilitation of railways assets damaged
during riots of 27"-28" December, 2007, establishment of inland container
terminal dry port near Shershah Railway Station, Muitan, replacement of metal
slegpers and track renewal on Lodhran-Shahdara Section, rehabilitation of 27
number HGMU-30 DE locos, replacement of three brake down / rescue cranes
with allied accessocries continued with further acceleration including work on a
pilot project for manufacture of 5 DE loces. Work on doubling of track from
Lodhran to Khanewal, dry port at Prem Nagar, Lahore with the involvement of
private sector, procurement / manufacture of 1,830 (1,300+530) high capacity
wagons, conversion of meter gauge intc broad gauge on Mirpur Khas io
Khokhropar Section, feasibility study for rebabilitation & improvement of track
between Quetta-Kohi-Taftan Section completed. It is expected that the
completed projects would help in enhancing quality of public service, boost
freight and passenger business and run Railways on commercial lines keeping
in view the national interest.

A major breakthrough has been achieved by implementing Track Access Policy
under which an air-conditioned passenger train called "Business Train” has
been introduced by the PR on main line section from Lahore to Karachi with
travel time of 18 hours on non-stop basis. This train is run by a private
company and infrastructure is being provided / maintained by the railways.

¢ Ports and Shipping
Against an allocation of Rs 727 million, expenditure of Rs 27 million is expected
to be incurred during 2011-12, giving a utilization of around 4%. Less utilization
is attributed to the non-start of work on Eastbay Expressway road project since
the project was yet to be approved by the competent forum. However, work on
Civic Centre at Gwadar completed. The port is being operated by a
Concessionaire namely Port of Singapore Authority.

e National Highways Authority (NHA)
Against an allocation of BRs 39.9 billion (FEC: Rs.6.3 bhillion); expenditure of
Rs 68.8 billion is expected to be incurred during the plan period giving a
utilization of around 172 per cent. The additional expenditure of Rs 28.9 billion
over and above the allocated funds is due o less expenditure on account of
local funds (Rs 33.6 hillion) and excessive expenditure against foreign loan
funds of Rs 6.3 billion which is directly disbursed by the donor agencies.
Against the allocated funds it was planned to gear up the slow moving on-going
projects especially for Gwadar finks and regional connectivity and inject funds
to those projects which were nearing completion or on the verge of completion
stage. Alsoc emphasis on BR&D was taken care of for which work on the
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ostablishment of Highway Research and Training Center (HRTC) near Burhan
on M-1 in collaboration with government of Japan initiated. Work on land
acquisition, property compensation and shifting of utilities for Faisalabad-
Khanewal Expressway E-4 (184 km), Gwadar-Turbat-Hoshab (200 km) of
Gwadar-Ratodero (M-8) [650 km], Hoshab-Nag-Basima-Surab Road (N-85)
[459], Rehabilitation / improvement / Widening of KKH (Raikot-Khunjerab
Section, 335 km), N-5 Highway Rehabilitation Project (883 Kmj) - revised,
Lowari Tunnel project, National Highway Development Sector Project (NHDSP)
- revised for improvement / construction of 687 km of roads under the ADB
financing, construction of o.lane Bridge over river Chenab at Head Muhammad
Wala, Distt Multan, Multan Inner Ring Roads inciuding six interchanges,
Wwidening and Improvement of Bosan Road, Multan, Larkana Bridge on River
Indus, Dualization of Sakrand-Benazirabad (Nawab Shah) Road (24 km),
Rehabiiitation  of Larkana-Naudero Lakhi Road (61 km), Dualization/
Rehabilitation of Larkana-Moenjo Daro Road (28 km), Construction of Amri -
Kazi Ahmed Bridge over River indus at Qazi Ahmed Amri including Sakrand
Bypass, Construction of Gharo-Keti Bunder Road (90 km), Larkana Bridge,
acquisition of land and compensation for construction of Hassanabdal-
Havelian-Mansehra expressway, Peshawar Northern bypass, Kolpur bypass
continued and reached at advance stage of completion. Main objective of the
above projects is to enhance countrywide mobility, accessibility, safety in travel
and productivity, reduction in travel time and costs thereby boosting trade and
economic activities.

« National Transport Research Center (NTRC)
Entire allocation of Rs 4 million is expected to be incurred for on-going works
being taken up by NTRC. Work on the project for Pakistan Transport Plan
Study completed and Nationai Transport Policy accelerated. Work on research
and on-going studies/projecis continued.

« National Highways and Motorways Police (NH&MP)

Entire allocation of Rs 96 million is expected to be incurred on the on-going
works for acquisition of land for establishment of Police Posts and Offices of
NH&MP along N-5, establishment of Training. Center at Sheikhupura and
construction of NH&MP Complex at Rahimyar Khan. The NH &MP is playing an
important role in maintaining discipline and safety on the National Highways
and Motorways, which is role mode! for any public sector entity. Their
contribution has helped in reducing the number of road accidents to some
extent and other mishaps on the National Highways and Motorways.

« Construction Technoiogy Training institute (CTTI)
Entire allocation of Rs 72 million is expected to be incurred on the on-going
works under the project for Enhancement of Training Capabilities of the CTTI
(Phase-IV).

« Planning and Development Division
Against an allocation of Rs 400 million an expenditure of Rs 137 milfion is
expecied to be incurred on an ongoing project taken up under the Prime
Minister's initiative on National Trade Corridor Improvement Program (NTCIP)
to reduce the cost of doing business. Under this initiative National Trade
Corridor Management Unit (NTCMU) was established in the Planning
Commission for effective coordination with all stakeholders to implement
NTCIP. This initiative started in August 2005 and by now marked progress has
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been achieved under the umbrella of NTCMU. Work on study for Mational
Trade Corridor Strategy also completed. Ports Master Plan, Railways / NHA
Business Plans are being taken up under the program besides other studies
related to transport sectors.

s Commerce Division
Entire aliocation of BRs 50 million is expected to be incurred on the project of
‘Trade & Transport Facilitation Unit (TTFU-2)" under NTCIP.

s Maritime Security Agency (MSA)
Against an allocation of Rs 35 million an expenditure of Rs 14 million is
expected to be incurred on continuation of works on construction of barrack
accommodation at MSA base Pasni, establishment of MSA digitized operation
room at new HQ MSA building at Karachi and construction of flexible carpeted
road at MSA base Gwadar which reached at fairly advanced stage of
completion.

s Airport Security Force (ASF)
Entire allocation of Rs 12 million is expected to be incurred to complete the
balance ongoing works in various provinces to complement the working
conditions of ASF personnel.

¢ Civil Aviation Authority (CAA)
Against an allocation of Rs1,100 million an expenditure of Rs 176 million is
expected to be incurred on preparatory works for construction of New Gwadar
Internationa! Airport (NGIA) at Gwadar; only project which is being funded
through public sector due to strategic reasons. Restructuring of PiA has been
undertaken. The main features of which are presented in Box 20.1

Box 20.1: Restructuring Plan of Pakistan International Airlines

: A restructuring plan of PIA has been finalized which addressed corporate governance,
: human resource rationalization, financial and operational, restructuring, engineering
- improvement, procurement and logistics, marketing and fleet, airport services and dispatch
reliability. Increased fuel cost has been a major downside risk to the financial strength of PIA
' and effective measures has been put in place to mitigate the effect. Various other cost
" minimization and revenue enhancement measures have been put in place to reduce
revenue-expenditure gap in the medium term. Fleet renewal and addition is being planned.
Route rationalization, code sharing and alliance are being pursued for moving to a new
business model. Dispatch reliability will be improved through various initiatives including
expansion of reliability system, use of reliability tools and standardized data exchange on
maintenance. Strategic Business Units (SBUs) are being established for outsourcing of non-
core functions of PIA. Rationalization of employment is being addressed through attrition and
. no new hiring is being undertaken except operational staff. Financial restructuring plan has
been finalized which includes equity injection, rollover of loans and government guaranteed
loans among others. A holistic view needs to be developed for revitalization FIA entailing
industry dynamics, aviation policy and sirategic needs which is the focus of the government.

RO

« Karachi Shipyard and Engineering Works (KSEW)
Entire allocation of Rs 1,455 million is expected to be spent for completing
installation of new Ship Lift and Transfer System with lifting capacity up to
7,781 tonnes and Civil Works for upgradation of existing facilities.
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« Finance and Housing and Works Divisions
Against the total allocation of Rs 3.8 billion, expenditure of Rs 2.7 billion is
expected to be incurred for completion of ongoing works of various provincial
road projects sponsored by these two Divisions.

20.2.2 Provincial Programs

All provinces are endeavoring to expand and strengthened the existing road network
through own resources as well as through federal funding under different packages.
Government of the Punjab and Sindh are planning to devise policies and strategies 10
address urban transport problems through Mass Transit system. Government of
Khyber Pakhtunkhwa and Ralochistan are also in the process of providing swift and
economical mode of transport to its commuters. KPK realizing the importance of the
sector has created an independent “Transport Department”. Detail of the provincial

programs is given below.
Punjab - Roads and Bridges

Punjab transport program for 2011-12 aims to enhance existing road densities through
construction and upgrading of existing network. With transition of major part of the
farm-to-market/ district roads network to the district governments since devolution, the
provincial road sector through mainly responsible to consolidate and maintain the
existing 8,000 Km of inter-district roads, continues to cater for the rural-access road

demands.

Sindh

sindh Government has approved the Paolicy on Public-Private-Partnership (PPP) to
foster investment in infrastructure development. The policy aims at bringing greater
efficiency both in implementation as well as management of a wide range of transport
projects and programs. Main features of the PPP policies are:
« PPP Policy Board has been notified under the Chief Minister Sindh tor
facilitating policy decisions on the subject.
. PPP Unit has been established in Sindh, which would now provide the
institutional support for ali major initiatives on PPP.
+ Departmental nodes have been notified for facilitating sector capacity building.
A phased training program is being evolved facilitating greater technical know-
how on the subject.
s Legal and regulatory framework being evolved for providing ehabling
environment for PPP projects.
» Project Development Facility (PDF) has been established for project
development activities. Its guidelines are under preparation.
e Viability Gap Fund has been created with an investment of Rs 3 billion for
providing VGF financing.

Khyber Pukhtunkhwa

The current development allocation for road maintenance is Rs 250 million, which is
" about 18% of the level required to prevent further deterioration or roads.
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20.3 Outlook for 2012-13

The Transport strategy for 2012-13 is based on multi-modal transport system.
Emphasis will be on: '
« Asset management with consolidation, upgrading, rehabilitation and
maintenance of the existing sysiem
« Enhancing the role of private sector participaiion in sector development and
institutional capacity building,
« Research and development by adopting modern technology, procedures and
processes to increase sector efficiency
« Improving the regional and domestic connectivity, regional connectivity will
provide links to the Ceniiai Asian States, Iran, Afghanistan and India,

During the petiod, various measures would be adopted to improve transport planning
and mobilization of resources from users and private sector, An integrated and holistic
approach would be adopted for making transport system more productive, efficient and
reliable, which may lower the transport costs and enhance the productivity in the
economy.

it is also planned to revitalize the Railway system by transforming it into a
commercially oriented entity, while retaining the railway network in public ownership.
Development of port infrastructure and rationalization of port charges is envisaged to
cater to trans-shipment through the landlord port concept with enhanced private sector
participation. Likewise rationalization of airport charges and the development of
airports through the private sector are also planned.

20.3.1 Federal Transport Development Program 2012-13

An allocation of Rs 81.715 billion has been proposed for the Development Program of
T&L. This includes Rs 31.0 billion for the budgetary program and Rs 51.0 billion for
NHA under the budgetary corporations program (Table 20.1). Salient features of the
proposed program relating to T&L sector are outlined as under:

¢ Pakistan Railways :

A major step under the NTC initiative is implementation of restructuring of
Pakistan Railways on commercial lines as discussed in Box 20.2. An allocation
of Rs 23 billion has been proposed for 2012-13. Works on track rehabilitation of
Pakistan Railways network, procurement / manufacture of 150 DE locomotives
besides pilot project for manufacture of 5 DE locos trough indigenization,
procurement/manufacture of 202 passenger coaches, doubling of track on
Khanewal - Raiwind Section (246 km), upgradation and improvement of
existing track between Khanpur and Lodhran (287 km both UP & DN lines),
damages to Railway Assets during riots in December 2007, replacement of old
& obsolete signaling system on Lodhran-Khanewal to Shahdara Section with
modern state of the art system, rehabilitation of over aged 27 HGMU-30 DE
Locos, replacement of metal sleepers and track renewal on Lodhran —
Shahdara section, replacement of three brake down/rescue cranes with allied
accessories and other on-going projects would continue.

Under the new projects work for establishment of an Inland Container Terminal
(ICT) / Dry Port near Shershah Railway Station, Multan on public-private
partnership basis, procurement of 150 DE locos (all in CBU condition),
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procurement / manufacture of 75 DE locos (subject to clearance by the
competent authority), rehabilitation of rolling stock and track in connection with
bailout package, rehabilitation of track on Lahore-Lalamusa section with new
signaling system (funded through ADB loan), doubling of track from Shahdara
Bagh to Faisalabad (135 km) and Shahdara Bagh 10 Lalamusa (126 km},
procurement/ manufacture of new 50 DE locos, special repairs to existing 150
DE locos, procurement/ manufacture of 500 high capacity bogie wagons,
reconstruction of assets damaged during fioods 201 and mechanization of
track maintenance would be initiated. Besides this feasibility study for provision
of new rail link from Gwadar to Mastung to facilitate functioning of the Gwadar
Deep Sea Water Port would likely to be initiated. With the provision of new rail
link, Gwadar wil! be linked with the Central Asian countries. Preparatory works
on Karachi Circular Railway (KCR) under BOT would also be taken up.

IR S -

* Box 20.2: Restructuring Framework of Pakistan Railways

© A restructuring framework for Pakistan Raitways has been operationalized. New Board of
Directors (BoDs) of PR has been constituted with an optimal mix of academia, management
¢ professionals, rail experts and executive functionaries. New BoDs will start working after an
: Amendment of Railways Order. Process for recruitment of professional Chief Execufive
; Officer and other technocrats is being undertaken. Repair of locomotives has been prioritized
v for improving revenue generation and restoration of rail services. Freight operations are being
¢ prioritized. It has been decided that adjustment of fares and freight pricing will be determined
; according to market conditions and cost of doing business. An asset management company
¢ is being established for optimum utilization of PR's assets. Private sector involvement is the
. focus of moving forward. Chamber of Commerce and Industries, Lahore has been engaged
" for their freight transportation from Karachi to Lahore. Commercial management of rail
: operations and outsourcing of noncore functions is being initiated with an aim to improve
* efficiency of rail operations. Financial viability is being ensured through improving revenue

¢ and support by government.
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s Ports and Shipping

Under P&S sub sector, work on Ports Master Plan for Pakistan’s three ports
would continue which, after completion would establish the role / basis for the
responsibilities of each port with a view fo optimal / efficient use of port
infrastructure  either through competition among ports  or by way of
specialization of the port. Outsourcing of container and other terminals at the
ports is also planned. Land acquisition process for free zone at Gwadar will
also be initiated. An allocation of Rs 325 million has been proposed 1o initiate
works for acquisition of land and construction works of East Bay expressway at
Gwadar and to complete balance on going works at Gwadar.

« National Highway Authority {NHA)
A policy and regulatory framework for private sector patrticipation in National
Highways would be adopted in consultation with different stakeholders to
facilitate investment and increase efficiency. An allocation of Rs 51 billion has
been proposed for the NHA. Among the on-going projects, works will confinue
on the projects for acquisition of land & property compensation for construction
of 184 km Faisalabad-Khanewal Expressway E-4 & 103 km Khanewal-Lodhran
Expressway E-5 and construction of Faisalabad - Khanewa! Expressway E-4
{184 km}, Basima-Khuzdar (N-30) [110 km}, Construction of Northern Bypass
from Qasim Bela to Shersha Road, Multan Bypass at Multan including Grade
Separated Elevated Bridge over Railway Line at N-70 (12 km), Extension of
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Motcrway M-4 from Shambkot-Multan, 57 km, Dualization / Rehabilitation /
Upgradation of Muitan- Jalalpur Pirwala-Uch-TMP Road (138 Km), Phase-Il,
Construction of Additional 2-lane Bridge over river Chenab at Head
Muhammad Wala, Distt Multan (Phase-1l}, Rehabilitation of Larkana-Rasheed
Wagan-Nasirabad Road (34 kmj, Dualization / Rehabiliation of Existing Indus
Highway Section (9.5 kmj in Larkana City including Extension of Ring Road
2 Km, Bridge over River Indus linking N-5 with N-55 at Nishtar Ghat,
construction of Bridge across River Chenab Linking Shorkot and Garh
Maharaja, Bridge between Basii Dulwan (Tehsil Mianchannu) to Darbar Sharif
Sandhilian Wah ) Disii. Toba Tek Sing, construction of Ratodero-Daddu-
Sehwan ACW (E-6B) (200 km), Peshawar Northern Bypass (34 km}, Khuzdar-
Shahdadkot-Ratedero (Khori-Quba Saeed Khan 143 km) (M-8}, Hoshab-Nag-
Basima-Surab Road (N-85) [459], Hassanabdal-Havelian-Manshera
Expressway (Land Acquisition, Property Compensation and Shifting of
Utilities), Peshawar Northern bypass, Rehabilitation / Improvement / Widening
of KKH (Raikot-Khunjerab Section, 335 km), N-5 Highway Rehabilitation
Project (883 Km) - revised, National Highway Development Sector Project
(NHDSP) — revised for improvement / construction of 887 km of roads under
the ADB financing, Jalkhad-Chilas Road (N-15) [66 km], Kalat-Quetta-Chaman
(N-25) [247 km], Kolpur Bypass N-85, Lowari Tunnel under the revised scope
of work to be constructed as road tunnel, KPK RD & SC Project, Malana Jn-
Sarai Gambila (117 km); rehabilitation / improvement of Peshawar — Torkham
road, Bewata-Khajuri-Waigum Rud (N-70) [132 km], Alpuri-Besham Section
(N-80) [34 km], construction of 2-lane Bridge over river Chenab at Head
Muhammad Wala, Distt Multan, Rehabilitation / Upgradation of Jalalpur
Pirwala-Uch Section (45 Km) of Multan-TMP Road, Multan Inner Ring Roads
including six interchanges, Widening and Improvement of Bosan Road, Multan,
Larkana Bridge on River Indus, Dualization of Sakrand-Benazirabad (Nawab
Shahj Road (24 kmj, Rehabilitation of Larkana-Naudero Lakhi Road (61 km),
Dualization / Rehabilitation of Larkana-Moenjo Daro Road (28 km),
Construction of Amri - Kazi Ahmed Bridge over River Indus at Qazi Ahmed
Amri including Sakrand Bypass, Karachi-Hyderabad Motorway (M-9) [136 km]
and approaches for Larkana Bridge over River Indus.

Among new projects works for rehabilitation of existing NHA highway network
damaged during floods 2010, rehabilitation / improvement of existing
carriageway of Peshawar — Torkham section (46 km), Malakand tunnel on
N-45, widening / improvement of 8 km road between Flyover at double Phattak
and Chowk Nagshah at Multan, construction of Syed Wala bridge at River
Ravi, construction of road from noshki to Landhi crossing (143 km of N-40),
KKH-Skardu road (167 km) and realignment of KKH & Barrier iake Attabad
(24 km) will be taken up.

The plan also envisages to developing industrial clusters, oil storage facilities
and oil and gas pipelines along the proposed motorways and expressways
corridors. These initiatives would open up new areas and potential hubs of
trade with China, Central Asian Republics, India, Iran and even with western
countries.

s Ministry of Communications (NTRC, NH&MP, CTTI)
An allocation of Rs 142 million has been proposed for continuation of on-going
works under the MOC for its attached departments.
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Planning and Development Division:

An aliocation of Rs 600 milfion has been proposed for continuation of works
under the National Trade Corridor Management Unit (NTCMU) and to initiate
works on institutional strengthening & capacity building of Transpott & Logistics

Section.

Commerce Division
An aflocation of Rs 80 million has been proposed for continuation of works on

the project of “Trade & Transport Facilitation Unit (TTFU-2)" under the NTCIP.

Ministry of Defence (Pak. Met, MSA & CAA)
An allocation of Rs 848 million has been proposed for continuation of on-going
and initiation of new works under the MOD for its attached departments.

Karachi Shipyard & Engineering Works (KSREW)

An allocation of Rs 2,000 mifiion has been proposed for continuation of on-
going works for installation of Ship Lift and Transfer System to provide docking
and repair facilities for big ships of upto 7,781 tonnage at the KSEW and Civil
works for upgradation of existing facilities at KSEW.

Finance and Housing & Works Divisions and AJK

Total aliocation of Rs 3.6 billion has been proposed for continuation of ongoing
works besides initiation of new provincia! road projects in all the four provinces
including AJ&K sponsored by these divisions.

20.3.2 Provincial Programs 2012-13

Punjab

The vision for Punjab’s road sector aims at upgrading, augmenting and maintaining a
modern road network in the province under most cost-effective, optimal and efficient
development and management regimes. Sectoral priorities identified for Punjab's road

sector are as follow:-

Preparing an Asset Management Plan for the provincial road sector and
undertaking planned rehabilitation of roads that have outlived their design life.
Construction of missing road links.

Developing province-wide secondary arteries (covering north-south and east-
west corridors) linking national motorways / trade corridors to foster economic
opportunities via meeting expanding domestic and international travel and
trade demands. _
improving average road densities to achieve optimal traffic density ievels in
consonance Wwith increasing transportation requirements and targeted
economic growth in the province.

implementing initiatives to improve road safety and axle-load conditions to
achieve substantial reduction in road accidents and avert premature road
distress.

Undertaking widening / improvement of existing roads to 20" / 24 width for
roads with traffic densities exceeding 800 vehicles per day (VPD), targeting to
achieve full coverage by year 2014-15.

Dualization of main arteries with 8,000 vehicles per day (VPD)

improvement of existing roads geometry and removal of black spots.
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» Undertaking improvements in road design and specifications.

« Development, Rehabilitation and up-gradation of Urban Road net work in mega
cities.

» Undertaking new underpasses and overhead bridges to streamline smooth flow
of traffic on congested routes.

» Encouraging the execution of mega project on BOT mode.

An allocation of Rs 35.6 billion has been made for roads & bridges sector; out of which
an allocation of Rs.26.22 has been made for on-going projects and balance of Rs 9.4
million for ncw projects. One major new initiative is for “Construction of Lahore Ring
Road (Southern Loop) on BOT mode”.

Sindh

An allocation of Rs 16 billion has been made for T&C sector; out of which 80% will
utilized on on-going projects and 20% on new projects. One of the major new
initiatives is "Construction of Nawabshah — Sanghar road (61 km)”.

Khyber Pukhtunkhwa

The objective of the transport sector of KPK is to improve the quality of the existing
road network to reduce the costs of transport and to add new connections to high
priority areas. Development priorities of transport sector are:
» Sustainable maintenance, with a major increase in funding through a road
asset management system, user pays principle; and a road maintenance fund
+ Involvement of communities in road development and maintenance
« Optimal utilization of existing capacity through rehabilitation and upgrading
« Innovative privaie public financing mechanisms in construction and
maintenance
+ Adeqguate incentive-based funding for districts to maintain roads
¢ Strengthening of provincial and district road institutions
» Ensuring effective co-ordination between the Frontier Highway Authority and
National Highway
+ Authority
¢ Priorittes for new roads, to include bypasses and improved road links to
industrial zones
Longer-term planning for improved regional transport links.

An allocation of Rs10.7 hillion has been made for road sector; out of which Rs 9 billion
has been made for on-going projects & Rs 1.7 billion for new projects. Major new
initiatives are:
» Dualization of Charsadda ~ Tangi Road i‘c Utmanzai Bypass District
Charsadda (23 km)
+ Dualization of Nardan — Charsadda Road i/c Dargai Bypass and Rehabilitation
of existing dual carriage way to Charsadda City “Phase-ll {14.5 km)
e Dualization of Haripur — Hattar — Farooqia Section of S-1 (22 km)

Balochistan
For the year 2012-13, an allocation of Rs 8.17 billion has been made for road sector;

out of which Rs 4.51 billion has been made for on-going projects & Rs 3.66 billion for
new projects.
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Azad Jammu and Kashmir {AJK)

The major portion of the resources is allocated to improvement and up gradation of
road communication network down to village level. Most of the resources will be
aliocated to the ongoing projects. Major new initiatives include construction of 11 road
tunnels for trade and tourism development, construction of Kashmir Trunk Road (KTR)

and Kashmir Highway, upgradation of roads finking with Pakistan & leading 1o crossing

points across line of control, construction of new airport at Mirpur and expansion of
airports at Muzaffarabad & Rawalakot.
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flnfom_: ation Technology, Comm““'cat'on
..+ and.Mass Media.

The Information Technology and Communication (ICT) is an area which diffuses
uniformly into all sectors of economy. In the Framework for Economic Growth (FEG)
2011, connectivity is one ¥

of the focus areas, with
special reference to ICT
connectivity. It has a high

Box 21.1: Strategic Objectives of ICT Sector

e To develop human resource expert in IT, which can
' eventually disperse into  universities, research

potential in  promoting institutions, industry and agriculture sectors to bring
innovation and creativity about significant improvement in these sectors.

as well as accelerating ! « To effectively produce high quality software and
the pace of economic enhance the software export of Pakistan.

growth through real-time [ » To provide access to information through internet to the
connectivity. The sector remotest corners of the country, so that world knowledge
also holds a promising § can bring value addition in all sectors of the sociaty.

3
4

prospective in creation of :
jobs and new business avenues, especially for the youth. The strategic emphasis in
the FEG is on formation of clusters, empowering people and increasing productivity.
The strategic objectives are given in Box 21.1.

21.1  Information Technology (IT)

nformation Technology
is now considered a
necessity for delivering o
solutions for provision of
economic and social
services which could
result in sustained
growth and help in
reduction of poverty. The
increasing inter-
connectedness is
resulting in  wotldwide 50
exchange of experience,
knowledge and services 100 EiKietan, 107
amongst people and
communities in an 120
unparalieled way. Hence
it fosters innovation and entrepreneurship.

Figure 21.1: Network Readiness Index Ranking
iSource: Globa! informaiion Techrology Repart 2012}

Singepore.2 ¥ Fnland:2— g

¥ Korea 18

+
China. 51

* India, 63

in Pakistan, the difficult economic situation during the last few years coupled with
continuing security concerns have also affected the IT Sector. Pakistan is not able to
keep pace with the transformation taking place worldwide as a result of ‘inclusiveness’
of ICT. In the overall Network Readiness index, ranking of Pakistan has dropped to
102 in 2012 as compared to 88 last year. Comparison of Network Readiness Index
ranking of selected countries shows that-Pakistan still ranks much lower than our
regional competitors (Figure 21.1).
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21.1.1 Sectoral Issues and Strategy
Education and Human Resource Development

The effective use of ICT is based on level of literacy and quality of education at all
levels. Development and innovation in ICT requires adequate supply of high quality
skilled human resource. Pakistan is far below the international standards with regard to
sustaining competitiveness in highly complex and competitive world. ICT being a very
atiractive sector for young entrepreneurs requires that they be groomed for producing
high value innovative products and services.

Global recession is forcing many countries to reform their economies. With high
unemployment rates, only highly skilled and internationally competitive human
resource will be able to avail the best oppertunities in the future. Therefore, it is high
time that we focus on quality IT education to meet both the domestic demand of 1T
industry as well as cater to the international requirements and tap excellent source of
foreign remittances in the future. A comparison of various countries for “Quality of the
Educational System” (Figure 21.2) clearly depicts that Pakistan has to strive hard to
become globally competitive. Pakistan also needs to increase the internet access in
schools 1o improve its ranking in “nternet Access in Schools” (Figure 21.3). The
strategic direction to develop HRD in IT sector is delineated in Box 21.2.

Figure 21.2; Quality of Education System Flgure 21.3: Internet Access in School
(Source Global Irformation Tachnology Report, 2012} {Source Global Infarmation Technology Report, 2012)
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Box 21.2: Strategy for Human Resource Development

T £

« Establish a chain of ICT Vocational Training Centers through Public Private Partnership
with emphasis on international certifications (e.g. PMP, PRINCE2, CCSP, MCSD, DBA,
etc.) and development of key competencies.

« Provide computing infrastructure in secondary schools and colleges along with internet

‘ access.

» Upgrade teaching skills of IT teachers.

» Scholarships for IT education.

. Establish Centers of Excellence for IT Training.

» Implement projects for upgrading IT skills with increased outreach of IT institutions.

. Estabiish 1T Placement Centers for exporting trained T manpower.
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Development of Information Technology Industry

in Pakistan, overall IT exports have been consistently low in terms of value compared
to the potential in the country. IT exports of Korea were at US $ 158.8 billion, Ireland’s
IT exports is expected to reach US $ 67 billion and India’s IT export is projected to be
US $ 68 billion in 2011-12 (OECD Fact book 2011-12 and NASSCOM, India). Job
creation in ICT costs much less compared to traditional sectors. Turkey provided
incentives and reduced taxes to boost ICT and consequently created new job
opportunities at a lower cost. Strategic direction for development of IT Industry and
increasing software exports is given in Box 21.3.

Figure 21.4: Personal Computers Figure 21.5: Broadband Internet Subscriber
(Source Giobol Infarmation Techoelogy Repoart, 2012) (Saurce Global information Technology Repod, 2012)
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Box 21.3: Strategy for Development of IT Indusiry

PR

: « Development of incubators may be encouraged to provide academia-industry-research

: linkages and thus inculcating spirit of entrepreneurship in the country.

s To aftract large IT companigs, as a first step, Software Technology Parks may be
treated as Tax Free Zones where economically justified, so that they can act as a hub
for value-added activities such as multimedia content, animation, computer games,
knowledge creation, efc.

+ To enable local IT companies to transform into world-class companies, a conducive §
environment is required in which they can collaborate with large international ]
businesses, by complementing their expertise and augmenting their capacity through =
clustering. 1

« Delivery of quality services and products by local IT companies in the world market
can earn substantial foreign exchange. This can be attained through achieving higher
CMMI Level certification and opening offices overseas.

+ E-commerce needs to be fostered by expanding connectivity infrastructure, introducing
Public Key Infrastructure (PKI) for secure transactions and implementing laws related
to electronic transactions, data protection and cyber crimes.

e Local manufacturing of computer hardware may be encouraged to broaden the g
currently very small base of ownership of PCs and broadband penetration in Pakistan ‘
as compared to other countries (Figure 21.5 & Figure 21.6).

s iy

T
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E-Government
Flgure 21.6: Govt. Online Service Index
{Source Global infermation Technoloay Report, 2012)

With increased !CT use, government a r—'l‘—‘—m“_ﬁﬁa—ﬁ
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enhance efficiency and transparency in O

governance. In spite of expansion of
information and participatory tools on
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government websites, access to basic R e —
services such as health, education, o Pakistan. 57

. 100 fremmn R EEEAL oo sy e e
agriculture need to be expanded for
general public. Thus, increasing the 120

overall economic and social impact of
ICT usages. The use of ICT by government to increase the efficiency in delivery of its
services is still very low as compared to other countries (Figure 21.6).

Pakistan needs to plan to make best Figure 21.7: Importance of ITC 1o Govt. Vision Index
use of ICT for improving overall 0 — Isource Global intormation Teceretoay Recort 2077
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ofiented to bring more government
services online. Continued ownership at

L
40 | ———trdarss—— T T T -1

T s

Ranking

60
70

the highest level can make it a success. 00 I
. . . . e e r ¢ Pakistan. 92
A major Issue in sustainability of e- 100

government projects is induction and

retention of [T professionals. The I Box 21.4: Strategy for E-Government
government's current priority is skewed E Sustainability

towards telecom. There is need {0

balance it with IT. Adopting public i« Replication of already matured e-
service as a career is a low priority government initiatives to avoid

amongst 1T professionals due to very duplication of efforts
lucrative packages offered by thé ¢ . Development of IT Cadre at competitive
private sector for the same skills and ‘! calaries and establishing proper 1T

expenence Ieye[. To a.ttract I Sections in each Ministry by inducling
professionals in the public sector, o .
qualified IT professionals.

development of an [T Cadre at Shati v
competitive salaries is essential. For * aring  of _government  software
applications  with  other government

sustainability of e-government L . - sk
initiatives, strategic direction is briefly entities inciuding Provinces and Districts.
delineated in Box 21.4. ' —
Figure 21.8; PSDP 201112
Rs miftion
21.1.2 Review of 2011-12
Financial
Financs, 1556
\ 17.056.5

in the PSDP 2011-12, Rs 2.5 billion !

Interor
.1926.%

was allocated for information technology
for 68 projects worth Rs 25 billion
(Figure 21.8). The graph shows the
distribution of PSDP allocation among bc'g"_c_e_:wanmngcOIanéfff.n
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the Ministries/ Divisions, As per the revised estimates, the utilization for 2011-12 will
be 81% of allocated funds.

Physical

in the information Technology, many of the PSDP-funded projects are near completion
and are expected to be completed by the end of this fiscal year. The three main focus
areas in Information Technology are Human Resource Deveiopment, information
Technology Industry Development and E-Government. Major achievements for
2011-12 are delineated below:

¢ Human Resource Development
tmportant projects executed during 2011-12 for human resource deveiopment
include:
- National ICT Scholarship Program for students of non-metropolitan areas to
have access to quality IT/Computer Science education in the country.
- Pilot Project for End-Users and System Administrators — Training on Open
Source Software to raise the skills in the use of open source softwares.

¢ Information Technology Industry Development

It is expected that IT exports in 2011-12 will reach US$ 250 million
approximately. This small export is mainly attributed to the overail uncertain
situation that continued to prevail during the year 2011-12, making the
international investors reluctant to invest and undertake business in Pakistan
and many iocal companies in expanding initiatives within the country. Following
projects were executed during the year 2011-12 for development of LT
industry:

- Automation of Domestic Industry on Open Source Systems is providing
local companies to develop expertise in open source arena as well as
automation at low cost for domestic industry.

- Standardization of Pakistani Software Industry on CMMI is facilitating the
software companies to standardize their processes and attain certification
to be able to compete internationally.

e E-Government
Important e-government projects executed during 2011-12 included the
following:
- Machine Readable Passport/ Machine Readable Visa Project - Phase-Il.
- Automation of Central Directorate of National Savings (CDNS) project
- E-Services for Chief/ Deputy Commissioner’s Office, Islamabad.
- Automated Fingerprint Identification System (Phase-1)

Initiatives by Provinces and Other Institutions
in the Information Technology, provincial governments as well as private sector are

taking various initiatives. A flavor of some of the important initiatives is discussed
below.
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Punjab

¢ Agreement between Google Inc. and Government of Punjab to get Google

Street View for Cultural Sites. This will enable Internet users to have a 360

degree street level view/imagery of the heritage and cultural sites in Punjab. It

will help in promotion of tourism in the province.

Microsoft will train students in internet based self-employment methods.

Cisco Network Academy will be established by Cisco.

Tera data will establish a modern development center in Lahore

Laptop Scheme launched for free distribution amongst talented students of

Punjab. initially, 110,000 laptops have been distributed. in the next phase,

200,000 laptops are planned to be distributed amongst the students of the

province.

. iLand Record Management information System in all districts of Punjab.

« PITB has launched Android Training and Games Development Contests for
encouraging youth in developing innovated games and mobile applications.

e IT Training of Sindh Government employees by IT Board of Sindh

» Sindh Cloud computing initiative

. Introduction of e-Police system in Sindh. The system will be implemented at
500 sites and will include Traffic Management System, e-Driving License,
police record, surveillance system, call center for emergencies.

Khyber Pakhtunkhwa

. Virtual Teachers for Schools in KPK. It will include establishing virtual teaching
labs in 48 schools and the course content in subjects of Math, Physics,
Chemistry

» Property Tax system in KPK to be implemented in all urban cities/areas of
KPK.

« [T Park in Peshawar comprising 25,000 sgft has been established and another
IT Park is planned in Abbottabad to attract IT companies and promote IT
industry in the province.

« Hunarmand Rozgar Scheme will facilitate skilled youth of the province o have
self-employment and establish small business especially in the field of 1T.

National ICT R&D Fund

e National Grassroots ICT Research Initiative for final year projects by students
of public and private universities will be funded for high caliber R&D projects.
This will enable innovation and creativity amongst students and also help in
creating linkages between academia-industry-government.

Inte! Education Initiative in Pakistan

« Development of ICT curricuium for Grade 1 to 7 in collaboration with a private
school chain.

» Inte! Teach Program in coltaboration with AIQU to provide [T skilis to the
population, thus reducing the digital divide gap.

« Intel Easy Steps Program MOU signed with Government of Sindh.
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Techriology for People Initiative

2113

Technology for People Initiative (TPI) launched by LUMS as a joint venture to
empower people through connecting them digitally. Google inc. will provide
US$10 million funding for this initiative. Also, Research Initiative on Internet
and Society {RIIS) has been launched by LUMS.

Qutiook for 2012-13

Policy Reforms

In order lo achieve the strategic objectives and enhance the economic growth of
Pakistan, following policy reforms are envisaged:

Human resource generation duly quaiified as Microsoit professionais and
Oracle professionals are already being produced all over Punjab. Every 15
months about 45,000 persons are being produced. This process should be
extended to all pravinces of Pakistan. IT professionals can earn foreign
exchange for the country when they find jobs in Middle East and Europe. At the
end of every training course, the Punjab Government offers a three months
language course and also advises on job placements. Microsoft is providing
free software and training packages to generate human resource, whereas
providing computer hardware and other training facilities is the responsibility of
provincial TEVTAs.

The computerization of revenue record in Punjab is being implemented in all
districts. Documents like Fard of property are now available on line. The
Federal Government has invested heavily on development of software for this
project. Other provinces are making efforts to obtain this software from Punjab.
internet needs o be extended to farthest corners of the country (at least upto
Tehsil level) so that students, businesses, research institutions and commerce
can benefit from the information technology.

Private entilies needs to be encouraged to put information on websites and
provincial governments shouid guide them in this regard.

All data obtained by remote sensing sateilite of SUPARCO as well as through
surveys carried out by the Agriculture Departments and Crop Reporting
Services (CRS) should be integrated in one central Agricultural Productivity
Website of the country. This will help develop fair food policies for rice, sugar,
cotton, wheat for next season.

individual local markets {mandis) selling agricultural produce needs to be linked
through websites in order to apprise the traders and government of current
prices of various products and help deal with situations of surpluses and
deficiencies. The government policies of agriculture ministry and TCP should
be based on feedback of this website.

Software exports have increase manifolds in last ten years (reaching US $ 250
million, PBS data/ US $ 1 billion, PSEB estimates). The PSEB provides
advisory services to small software development units and facilitates them in
boosting their exports. In order to safeguard the interest of smaller software
developer, the government needs to move them into viable clusters in Software
Parks where these small development companies can manage larger IT
development projects mutually. The software houses should operate as small
industrial cities on the same lines as Textiie or Garments Cities, where
uninterrupted  electricity and broadband internet may be provided by
government. Required infrastructure can be built from cess levied on software
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export available with MolT while computer hardware and human resource can
be managed by the small individual companies. The small individual units may
be provided free fioor space in the IT city as long as its productivity remains
significant. In case of non-productive companies the facility of free space in IT
city may be withdrawn.

Program for 2012-13

Financial

In the PSDP 2012-13, an amount of Rs [ . .

46 bilion (Figure 21.9) has been I‘:f'gureﬂ'”-gf PED‘: 20132'13 h
earmarked for [T sector for 43 projects ntorma On(Hsefmng?l)ogy ectar

costing Rs 22.9 billion.

Finance, 5
0.3 1T, 378.1

Physical

The PSDP earmarked for 2012-13 is
meant for ongoing projects. The
emphasis will be on human resource
development, {T industry development,
strengthen e-Government and Interior, —

infrastructure development. Major thrust A LA o
in IT for the 2012-13 will be as follows: \ Source: PSDP, Planning Commission iy

. Human Resource Development
Following main projects are included in PSDP 2012-13:

_  National ICT Scholarship Program. The target for the year is to provide
schotarship to 400 students for 4-years Bachelor's degree programme in
various national universities.

« Information Technology Industry Development
PSDP 2012-13 emphases on improving the IT infrastructure to attract more
international IT companies to undertake business in Pakistan alongside the
domestic IT companies. In this regard, some of the important projects included
in PSDP 2012-13 aret

. Standardization of Pakistani software industry on CMM! will facititate in
improving the processes within the companies by adopting internationally
accepted best practices and thus attract international business.

- Open Source Resource Center will keep on acting as a resource hub of
open source technologies for IT professionals and companies.

e e-Government
E-government projects will continue to be the center-piece of public sector
information technology initiative. The major e-government projects in 2012-13
include: :
_  Establishment of Federal Government Data Center to provide physical
infrastructure facility for hosting the applications and data services for the
public sector at the Federal Government [evel.
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— Machine Readable Passport/ Machine Raadable Visa Project (MRP/MRV)
Phase-ii targets to deploy the system at key foreign missions in the next
year.

- National Response Center for Cyber Crimes (NR3C) — Phase-ll plans to
establish new forensic facilities at Peshawar and Quetta and inform public

about the cyber crimes benefits of forensic facilities.

21.2 Telecommunication

Telecommunication sector in Pakistan has seen a phenomenal growth during the last
decade and has reached tele-density of 71.6% as of March, 2012 (Pakistan
Telecommunication Authority). A slow down seen in the previous two years is now
over, and the telecommunication sector is ail set to once again pick up speed. With
plans of auctioning of 3G licenses in the near future, the telecom sector will enter into
the next phase of its growth. For services and infrastructure providers, this will bring
even bigger challenges and opportunities. The broadband subscribers have doubled in
the last two years, which is encouraging the broadband service providers to bring
better and affordable packages for customers.

21.2.1 Review of 2011 -12

Pakistan Telecommunication Authority (PTA) is a regulatory authority mainly
responsible to regulate telecom business in the country, licensing telecom operators,
monitoring quality of services, and protecting the interest of consumers. PTA's
proactive approach has contributed towards accelerated growth in the telecom sector.
PTA has won accolades in the international fora for being the most dynamic regulator
in the region. The regulator has been active in bringing in new initiatives and services
to protect the interest of both consumers & producers and foster competition in the
market. PTA has launched “National Rabta Portal" to faciltate general public in
accessing Pakistan-based content. Furthermore, #t has drafted Regulations for
Technical Implementation of Mobile Banking 2012 which will be helpful in providing a
platform to operators and banks to interconnect with mobile users and thus lowering
the cost of services to their consumers as well as reaching out to un-served
population. PTA has also launched services for resolution of complaints, controlling
spamming, obnoxious and fraudulent communication, etc. Furthermore, it conducts
Quality of Service (QoS) surveys on a regular basis to ensure provision of quality
services. PTA has also launched an academia linkage program to groom future
professionals in IT and telecom related research.

The two telecommunication organizations working under the government, namely
National Telecommunication Corporation (NTC} and Special Communication
Organization {SCO) are providing services to the government at Islamabad, AJK and
GB. NTC at the moment operates 132 exchanges in the country with total 129,851
working connections. SCO presently operates 159 exchanges and has 66,000 working
connections and 138 GSM cell sites with 415,182 mobile connections. SCO also
operates 138 BTSs with 40,500 WLL connections, 2748 DSL and 153 DXX
connections.

The important projects executed by NTC as well as SCO during 2011-12 are as
follows:
« National Telecommunication Corporation (NTC)
- Hosting of GoP Portal and Government Websites.
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s Special Communications Organization (SCO)
- Laying of Optical Fibre Cable (OFC) to connect remote areas of Gilgit-

Baltistan and AJK.

- Re-location of already laid SCO's telecom assets due to up-gradation of
Karakoram Highway (KKH) from Raikot to Khunjrab.

_  interconnect Billing and Customer Support for AJK.

performance of Private Companies

Presently, there are 5 private cellular companies operating in the country. The number
of connections as reported by PTA are shown at Tables 21 Jdand 21.2.

Table-21.1: Number of Fixed+WLL Telecom Connections
(As of Jun. 2011 and Mar. 2012)

PTCLFixedLines | w | 20 | 27
Other Fixed Lines : . 0.14 - .00
'P,TQL_\N‘LL e 185 ) 148 ‘1 B9 -
Oherwit - 155 115
Total Fi_iémwu_- _' 76 . 608 5.5 J

Source: Pék:‘stan Teriecom Adfhon’ty

Table-21.2: Number of MobileTelecom Connections
(As of Jun. 2011 and Mar. 2012}

Mobilk ~ a3 | 1 722
u= Fone S e 2053 | 2312 1262
Telenor, B 26.67 29.35° | - 1005
Warid . - 17.39 1440 | 1719
Zong o] 1083 - ' 1566 | 4328 -
To_talmo_bue_f::;,_ 108.89 T 11832 | 865
Total '(FiX_ed+Mbbilé}-f_ﬁ}-‘_‘-’f .11'4.65 124.40 . - |- _a.'sd _

Source: Pakistah Telecom Authority

Broadband Services

The broadband connections increased from 1.49 million in June, 2011 to 1.1 million in
February, 2012. This increase is mainly attributed to continuous aggressive launching
of products like EvDO, WiMax, FtP in the broadband arena by telecom companies
namely PTCL, Wateen, Wi-tribe, Nayatel and Qubee wireless broadband services at

affordable prices.
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21.2.2 Roadmap for Future

“ision 2020' of Pakistan Telecommunication Authority (PTA)} envisages telecom
sector to become a major contributor in the economic growth of the country. The
roadmap forecasts that mobile telephone subscribers will cross 160 million mark and
broadband subscribers 19.5 million by 2020, while fixed line subscribers will remain in
the range of 5 million. Broadband will be the main medium of personalized
communication from which users will be able to effectively and affordably access any
service from any device or network. In the next ten years, 4G technology will usher into
usage of new applications such as IPTV and Web-TV. The telecom roadmap for 2020
is likely to witness 100% NGN infrastructure where wide range of services will be
available on converged infrastructure platform. In future, PTA will be concentrating on
re-farming of spectrum to cater the increased demand of broadband and wireless
technologies. It envisions telecom to become the communication highway for sharing
of knowledge as well as reaching out to a large segment of population in education
and health services delivery.

Program for 2012 - 13

in PSDP 2012-13, Rs 1.13 billion have been earmarked for SUPARCQ, SCO and
Ministry of information Technology to execute 16 approved projects worth Rs 11.1
billion. Following are some of the important projects that will be executed in 2012-13:

SCO

« Construction of Cross-Border Optical Fibre Cable for Alternate International
Connectivity.

« Laying of OFC to connect Remote Areas of Gilgit-Baltistan and AJK.

SUPARCO
+ Development of Various Laboratories for National Sateliite Development Program
in Lahore.

« Human Resource Development for National Satellite Development Programme
(NSDP).

Development of Compact Antenna Test Range (CATR).

Satellite Bus Development Facility (Phase—I).

Development of a Satellite Assembly Integration and Test (SAINT).

Altitude & Orbital Control System (AOCS) Center.

21.3 Mass Media

In Pakistan electronic media is predominantly operated and managed by the private
sector while Pakistan Television Corporation, Pakistan Broadcasting Corporation and
Associated Press of Pakistan are responsible for providing information and
entertainment in the public sector. The terrestrial medium wave and short wave
transmissions are in the hands of public sector media under the existing policy. The
Government also supports Associated Press of Pakistan for dissemination of
information to electronic and print media. Efforts are being made to strengthen
electronic media in private sector and also to ensure that a healthy content mix
reaches the people both through state owned and private media. Print media Is totally
a private sector activity.
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21.3.1 Strategic Framework

The salient features of the strategy to develop mass media are:

« Reduction of the role of public sector to policy guidelines and addressing the
commercially less viable areas .

« Gradual policy shift from total government investment in electronic media and
infrastructure expansion to localized media initiatives to be launched by the
community through private sector.

« Provision of healthy content mix through terrestrial netwark by the public sector
media.

« Switchover to digital transmission to meet the analogue cutoff date of 2017.

« Making the media capable of surviving in a challenging market environmeant.

. Liberalization of regulatory framework for creating maximum space for the
stakeholders outside public sector.

« Encouragement for specialized broadcasting (narrow-casting) to generate
maximum commercial inputs

. Create conducive environment for all private sector electronic media with
Pakistani content to operate from Pakistan.

Expand the reach of cable television services to all households of the country.

« Provide television signals through terrestrial network to all households.

e Encourage and facilitate private sector to launch direct to home Television
service, interactive cable television network, community felevision and
Community Radio service throughout the country.
install powerful transmitters for regional and international coverage.

« Rationalize the role of public sector electronic madia in terms of scope and
size.

21.3.2 Review of 2011-12 and Outiook for 2012-13

The revised allocation for mass media for the year 2011-12 is Rs 530 million against
which utilization is expected to be around 51% at Rs 270 million owing to low releases
due to financial constraints. Allocation for 2012-13 is Rs 412 million. Agency wise
picture is given in Table 21 3.

Table 21.3;: Mass Media Allocation and Expenditure 2011-12 and 2012-13

Pakistan Television Corporation

A major achievement during the year 2011-12 is inauguration of TV Station Multan in
December 2011. The Studio Block of the building has been completed and is in
operation. However, some minor works are still in progress. The significance of TV
Station, Multan is that it is the first T.V Station of Southern Punjab for cateting the
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requirement of Sariaki belt. The construction work of Multan TV has been completed
with Rs 379 million.

A key task of PTV is to provide TV signals to the entire population of the country
through terrestrial network. This target has been almost achieved except some left-out
pocket in Baluchistan, Gilgit-Baltistan, KPK and AJK. For this purpose a number of
Rebroadcast Stations (RBSs) are being constructed and work will continue during
2012-13. A high powered transmitter is being installed at Mian Channu to reach the
population in and around Khanewal, Sahiwal, and surrounding areas. The Civil works
are nearing completion and funds have been provided for installation of transmitter.

Pakistan Breadcasting Corporation

Two 100 KW SW ftransmitters and high frequency aerial system is being installed at
Landhi, Karachi for providing Radio Pakistan signals to Middle East, South Asia and
East Asia. For providing quality MW Radio signals to Muzaffabad, Hyderabd and
Multan a 100 KW MW transmitter is being installed at each location replacing the old
ones. Under the USAID programme the 10 KW MW transmitter at D.l.Khan has been
replaced by a 100 KW MW transmitter for providing signals to tribal areas and across
the border Funds have been allocated for installation of 100 kwMw transmitter at
Gwadar.

Associated Press of Pakistan Corporation

Electronic news gathering service of APP remained in progress during 2011-12 and
will be completed in 2012-13. The project is operational since October, 2007 at APP
Headquarter Islamabad, four (4) Bureaus, one in each provincial capital. The hardware
component of the project has been acquired and is operational.
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The Government is committed to create conducive political, legal and economic
environment for building individual capabilities and encourage private initiatives.
Development activities under the governance sector revolve around effectiveness,
accountability, transparency, rule of law, knowledge management, organizational
restructuring, institutional reforms, judicial reforms, law & order, professional
development, and service delivery. These factors are critical for sustainable
development and alleviation of poverty though implementation of growih strategy,
alied policies and programmes. As growth generates income, good governance
trickles down the effects of growth to the masses, particuiarly to the poor.

221 Strategy

The Framework for Economic Growth emphasizes on improving governance,
strengthening institutions, fostering markets and initiating reforms in the areas of
judicial system, civil service, systems and procedures, tax administration,
procurement, financial management, enforcing property rights, and Public Sector
Enterprises. Governance reform agenda spans over medium to long term frames. The
strategic elements to be pursed under the Annual Plan during 2012-13 are as under:

« Improve efficiency of legal framework through training, alternative dispute
resolution and timely and effective resolution of cases.

» Improve efficacy and accountability in police system through capacity building,
provision of better equipments and resources.

» Strengthen tax coliection system at local and provincial governments, improve
tax audit system, establish commercial courts, improve labor laws and promote
trade.

« Improve delivery of critical municipal services through enhancement and
strengthening local government system.

« Involve civil society and other stakeholders in the design and implementation of
policies, programmes and projects.

e |mprove transparency to reduce corruption.

« Strengthen regulatory framework for effective implementation of economic
policies.

« Improve public sector management by
- Reforming tax administration;

- Reforming public financial management;

- Implementing E-Governance;

_ Public sector capacity building and civil service reforms, promaoting
professionalization of civil services and qualitative improvements through
continuous training and skill up-gradation with a view to improve
transparency, accountability, efficiency, fair play and honesty;

- Simplify procedures and automate systems 1o implement transparency and
efficiency;

- Remove unnecessary rules and regulations;

- Enhancing quality and coverage of data and statistics.
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22.2 Review 201112

An amount of Rs 5.6 billion including foreign aid of Rs 3.1 billion was allocated for the
Governance Sector projects during 2011-12. As of 30™ March, Rs 4.5 billion have
been spent, showing a utilization of 81%. Some of the major on-going programs and
new initiatives undertaken during 2011 -12 are diseussed as under:

22 2.1 Public Sector Management Efficiency

Access to Justice: Under Access to Justice Programme (AJP) (costing Rs. 21
billion) improvements in judicial system, quick disposal of pending cases and non-
judicial iegal services were ensured. 52 consultants were hired, 104 workstops/
trainings programmes arranged, 227 booklets published, 559 development schemes
completed, 96 development schemes are on-going and 7 new development schemes
have been launched under the programme.

Tax Administration Reforms: Under tax administration program which started in
2003 and closed in 2011 following initiatives have helped in improving domestic
resources mebilization by introducing RGST on Goods & Services in integrated mode,
minimizing exemptions; domestic Zzero rating and special rates elimination,
harmonization of tax administration, strengthening risk based audi, improving
efficiency of tax administration and introducing broadening of tax base. Detail is
presented below:
« Reorganization of CBR and its field offices on functiona! lines.
e Introduction of a system of self-assessment in income tax, federal excise, and
customs
« Simplification of tax laws and procedure, re-introduction of tax payers audit and
launching of an electronic refund system.
« Reduction in litigation cases and introduction of a mechanism of alternate
dispute resolution.
Taxpayers' education and facilitation.
Setting up of mode!l Custom Collectorates.
Rationalization of GST and introduction of single rate of 16%
introduction of integrated tax management system (e-filing, e-registration,
e-notices :
« Registration in sale tax increased from 100 thousand to 209 thousands during
2003 to 2011.
¢ income tax return files increased from 1 miltion to 3.35 million during 2003 1o
2011

s 0 & @&

Improvements in Audit and Accounts: A reform programme is being implemented to
separate audit and account functions, providing effective accounting and reporting
system in fine with the international best practices. It strengthens financial
management practices, provides basis for enhancing public sector accountability
through financial monitoring and control, and produces timely and reliable information
for decision making and policy formulation. The Office of the Auditor General of
Pakistan has launched Phase-li of the ‘Project for improvement of Financia! Reporting
and Auditing (PIFRA)’ at cost of Rs 9.6 billion to sustain the ongoing activities under
PIFRA. Under the project, 123 Financial Accounting & Budgeting System (FABS) out
of 130 District Account Office (DAO) sites, five FABS against the targets of 4
departmentatized Account Offices, and 53 System Application Programme (SAP)
competency centers out of 53 have been established.
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Public Information and Statistical Management: The report of Pakistan Social and
Living Standard Measurement (PSLM) Survey conlaining National/ Provincial and
District Level data for the fifth (2010-11) round has been released. Data
collection/processing for the sixth round (District level 2011-12) of PSLM project is
under process and report will be made available as per schedule. Project on
Strengthening National Statistics (SNS) in Pakistan has been completed. The project
has improved the capacity of Pakistan Bureau of Statistics (PBS} in collection,
processing, relevance and dissemination of statistical data to support evidence based
decision making. PBS has been established as an autonomous body for coilection of
reliable and timely data however, its structure and improved systems and procedures
are to be operationalized. There is need to build capacity of this consolidated
organization after taking charge of various responsibilities to handle data as a result of
18" constitutional amendment.

Devolution and Police Reforms: For improvement of law and order in the country,
three important projects had been launched. The “Raising of Balochistan
Constabulary” costing Rs 4.1 billion is meant to add 6000 new personnel in the force.
The second project relates to Conversion of ‘B’ Areas into ‘A’ Areas” costing Rs 5.5
pillion. However, the Government of Balochistan has reverted all the districts into
B Areas. The third project relates to Procurement/ Installation of Non-Intrusive
Vehicies X-ray Inspection System (NVIS} (Phase-l) costing Rs 1.0 biilion which
provides security protection to individuals and business.

22.2.2 Other Major Initiatives

During the year 2011-12, following other major reforms initiatives have been launched
by the Government to improve the Governance in the country:

e Monetization of official transport for entitled officers (BS-20 and above)

« All capacity building projects have been reviewed and thirty of them including
14 projects of the Planning Commission have been curtailed to economize the
government expenditure.

s+ Limits imposed on borrowings of Federal and Provincial governments through
amendments in State Bank of Pakistan Act.

« Austerity Measures for expenditure adopted

« Supplementary grants limited to 10 % of budget appropriations with mandatory
cabinet approval

« Permanent Committee of (Federal and Provincial) Finance Ministers
established for budgetary oversight through 18" Amendment.

« Substantiai progress has been achieved in terms of reconstitution of
Professional Board of Directors and turn-around plans.

« Power Sector reforms are underway which include improved governance
framework, ensure autonomy to DISCOs/ GENCOs/ NTDC through dissolution
of PEPCO: sustain power sector financing (resolving circular debt}; improving
efficiency of generation/transmission/ distribution system); strengthen
regulatory role of NEPRA and improve energy Mmix.

o Restructuring of PSEs other than of power sector is also underway. Objectives
of restructuring, its features, progress so far and future strategy is presented in
Box 22.1.

Annual Plan 2012-13 259




——*—

Better Governance
w

BOX 22.1: Restructuring of PSEs

RTAIEN T e

- Restructuring of Public Sector Enterprise has been initiated as a roadmap for improved
economic governance. An overall framework for restructuring of PIA, PSM, PEPCO,
- Railways, NHA, PASSCO, TCP and USCs has been devised.

Key Objectives of restructuring are to improve overall corporate governance of PSEs, §
curtail hemorrhaging, improve services delivery, reduce fiscal burden on exchequer and
. increased public sector saving.

Key features of restructuring model include restructure Board of Directors by including a
mix skill including academia, management experts, professional  managers and
technocrats, induct professional management inciuding CEOs, CFOs and key mangers;
develop viable turn around plans; ensure implementation of plans in an independent
manner with the support of government under mandate of Cabinet Committee of
Restructuring (CCOR}, and ensure monitoring by CCOR.

. Progress: A framework for hiring of professional CEOs has been approved by the CCRO
¢ of PSEs to create transparency. BODs are being empowered to induct professionals from
the market. Turn around plans for PIA, PRs, PSM and PSM are under implementation and
consequently loses have been curtailed in these PSEs. Substantial progress has been
achieved including restructuring BODs of 9 DISCOs, NTDC, PGCs and CPPA. BODs of
Pakistan Steels have been reconstituted. Process for selection of a professional CEQ of
PSM has been finalized. New BODs of Pakistan Railways has been constituted with an
optimal mix of academia, management, professionals, rail experts and executive
functionaries. An averarching restructuring plan of PIA has been finalized which addresses
corporate governance, human resources rationalization, financial and operational
- restructuring, engineering improvement, procurement and logistics, marketing and fleet,
. airport services and dispatch reliability among others.

Future Strategy: A framewaork for ensuring well functioning BODs and to engage them in
turnaround plans of the PSEs will be developed envisaging a transparent process of
Board nominations, capacity building of BODs, clarifying role of BODs, monitoring
performance of BODs by setting key performance indicators and preparing plan for
privatization of FESCO and IESCQ. Task Force on Corporate Governance of PSEs has
finalized corporate governance regulations for P3Es. SECP has also notified draft
governance regulations of PSEs for public opinion.

Source: Economic Reform Unit, Finance Division

« Archiving economic efficiency through devolution which includes transfer of
concurrent subject 1o provinces under 18" Constitutional Amendment and
equitable resources transfer to provinces under 7" NFC Award.

. A Committee on Structure of Pay and Allowances has been constituted on 3"
June 2011. It will examine the structure of pay, perks, privileges and
allowances across the public sector inciuding civil government, judiciary and
defence forces paid out of Federal Consolidated Fund. It will suggest measures
to bring equity and fairness keeping in view the nature, responsibilities and
efficiency to service delivery so that a clean, transparent and monitorable wage
system could be implemented across public service.

e The Committee on monetization of housing facility for Federal Civit Servants
has prepared its recommendations and forwarded the same to Finance
Division for further impiementation/ process.

« Committee on rationalization of current and development expenditure has been
constituted under the chairmanship of Deputy Chairman, Planning Commission
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to rationalize, appraise the role, goals/ functions/ objective, budgetary
requirements, organizational setup of the ministries/ divisions.

22.3 Procedures for Approval and Financing of Development Projects

Planning Commission has proposed revised procedures for the approvat and financing
of development projects. The revised procedures will be adopted after approval of the
ECNEC / NEC. Saiient features of the proposed revised procedures are as under:

22.3.1 Procedures for Approval of Development Projects

» Infrastructure and sociai sector projects respectively costing up to Rs 2 billion
and Rs 0.5 billion are to be supported by in house feasibility study and those
costing above these limits to be supported by professional feasibility studies.

= All PC-Is must be signed by Federal Secretary and Chairman/ACS P&D
Board/Depts.

» DDWP forum will cease to exils

» Al PSDP funded projects should reach P&D Division for consideration of
CDWP/ECNEC.

+ Projects funded by provincial governments should finally be approved by
respective PDWP. IRSA certificate is required in case of water distribution
projects.

*» Concept clearance from CDWP for seeking foreign assistance for federal

_ projects should be strictly adhered to

» PC-Is of only firmly committed foreign assistance projects to be prepared for
consideration of COWP/ECNEC. _

s Loan agreement should only be signed after ensuring land availability and
approval of PC-i.

« Project Director plus 2 supporting staff for project costing above Rs 5 billion to
be appointed temporarily, to prepare PC-I, through Project Preparatory Fund

« Time limit of 6 week fixed by ECNEC for scrutiny of projects in P&D Division to
be strictly adhered to

¢« CDWP to be held last week of every month

» Projects received in P&D Division must be processed within 3 months. Projects
not considered in 2 consecutive CDWP meetings to be relurned for
resubmission with updated cost/scope.

« CDWP wouid give clear decision of approval or disapproval or deferment of
project.

« Project not executed within 2 years of approval or couldn’t achieve financial
utilization up to 25% of cost would require new PC-L

¢ Revision in cost/scape within 2 years of approval/execution of project wouldn’t
be accepted.

e Change in scope and cost beyond 10% of the original approved PC-1 requires
new PC-1.

« Ministries would be required to fix responsibility of those projects which are
implemented beyond 10% original approved scope/cost without approval of
competent forum.

* Project in phases will not be accepted by P&D. Fresh PC-f be required for
revised/enhanced scope of work.

e Summary for ECNEC must be prepared by P&D within 1 month after
recommendation by CDWP.
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52 .3.2. Procedure for Financing of Development Projects (Aftermath of 18"
Amendment and 7" NFC Awards)

« Federal govt. may not commit financing of devolved sectors (social &
agriculture) projects

« Aliocation to un-approved important projects, if not approved by 15 Decernber
of that year be withdrawn

« Throw forward liability may not to exceed aggregate of 4-5 years PSDP

. No token aliocation to any projects to avoid increasing overall throw forward

. No block allocation except Special Areas (AJK, GB and FATA)

« Devolved sector projects received under Directives only be financed from PWP
-1l

o Partial funding of projects from PWP — il and PSDP be discouraged

« Rules for disbursement of foreign loans/grants be framed in consultation with
EAD and Finance Division

« Projects of commercial orientation be kept outside PSDP e.g. energy projects
of WAPDA/PEPCO and PAEC.

« Independent companies to be set up to receive and repay the loans.

« Simplified PSDP Performa developed

224 Monitoring and Evaluation of Projects

Policy of the Government is to efficiently utilize natural and economic resources of the
country for socio- sconomic development of the people. This objective is achieved
through better planning and vigilant execution of development projects.

Duting 2011-12, 596 projects were to be monitored, whereas 366 projects have been
monitored by the Projects Wing up to March, 2012. The low leve! of achievement was
due to uncertainty of the continuation of the contract employees of the projects.

Result Based Monitoring and Evaluation

Monitoring and Evaluation is conducted based on the concept of Results based
management. It is a powerful management tool that lays emphasis on results,
outcomes and impacts. It tracks the status and progress made in policies, programs of
projects, provides timely information to the relevant stakeholders and allows for greater
accountability, sets the basis for establishing key goals & objectives and provides a
justifiable basis for budget requests. RBM adopts a participatory approach in
monitoting and evaluation. Participation is increasingty being recognized as being
integral to the M&E process, since it offers new ways of assessing and learning from
change that is more inciusive and responsive to the needs and aspiration of those
most directly affected. it is important to ensure that stakeholders are involved in all

stages of planning, monitoring and evaluation.

Major findings of the monitoting activities are listed below. These are shared with the
executing agencies to improve pace of implementation of the development projects.

e Implementations of projects have suffered mainly due to low releases as
compared to PC-| phasing, and lack of capacity in project management.

« Thinly, aliocation of resources to a large porifolio resulted into delays and cost
overrun in majority of projects.
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» Poor preparation/ designing of PC-Is resulted in the delays, cost over runs,
change in scope of work and revision of PC-lIs.

« Change in the scope of civii works without approval of the competent forum.

s Procedural deficiencies in implementing the HRD components and delayed
selection

+ Large numbers of projects are being handied on additional charge basis and
not by independent Project Director.

s Execution of projects without approvals of Extension of Time

Evaluation of completed projects is undertaken for assessing their efficiency,
effectiveness relevance, impact and sustainability in relation to planned targets, goals
and objectives. During the year 2011-12, 15 projects, of various sectors of the
economy were targeted for evaluation, of these 8 projects have been evaluated. The
evaluation repoits were forwarded to the concerned ministries/divisions for taking
necessary action and guidance for future projects planning and management. The
evaluation of the projects has sensitized the implementing agencies towards ensuring
completion of projects within the approved cost, scope and time to realize their impacts
and deliverance of benefits to the target groups.

Outlook for 2012-13: During the year, 576 and 24 projects respectively will be
monitored and evaluated. All the Ministries/Divisions not yet electronically connected
to PMES will be connected for effective flow of data and information of projects for
sharing among all stakeholders.

225 Governance Reforms in Provinces
Punjab

The government of Punjab (GoPb) has laid down an ambitious Vision 2020 aimed at
doubling per capita income over the next decade. In this regard, Government of
Punjab has launched second-generation reforms at the fourth Punjab Development
Forum in April 2007. These reforms are centered on creating an eftective public sector
and fostering a dynamic private sector to achieve the Vision 2020 goals.

The key pillars of the second-generation reforms includes efficient public financial
management, increase the fiscal space for higher pro-poor spending; a fully funded
and well-governed civil service pension system to suppwrt prudent fiscal management
and ensure retirement income security for civil servants; civil service reforms for a
responsive, efficient, and effective civil service; broad measures supporting private
sector development, for economic growth, job creation, and poverty reduction;
attainment of the Millennium Development Goals (MDGs) by 2015; and improved
access to justice, for greater legal and regulatory certainty and enforceability in all
economic spheres. Impact sustained high economic growth in the Punjab, with lower
poverty incidence and improved delivery of pubiic services.

During 2011-12, Government of Punjab implemented number of projects to improve
capacity/ efficiency of govermment departments which include Supporting Punjab
Resource Management Reforms, Punjab Capacity Building Programme,
Establishment of Urban Sector Policy & Management Unit and Capacity Building of
Civil Servants for Policy Making.
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Sindh

Government of Sindh initiated Sindh Reform Programmeé with the support of US $ 100
million Budgetary Support from the World Bank under Structural Adjustment Credit
(SSAC). The Sindh Reform Program, supported by SSAC had primarily three major
components which includes fiscal restructuring and financial management reforms;
improving delivery systems for basic social services including health, education, water
& sanitation; civil service reforms and decentralization; regulatory reforms, privatization
and infrastructure improvements.

These reforms had far reaching effects and enabied the Government to move towards
debt restructuring; tax reforms; expenditure management reforms as well as regulatory
reforms. The fiscal restructuring reforms initiated under SSAC including debt
repayment; payment of liabilities and multiple tax reforms have helped in improving the
overall financial position of the Government in more than one ways. These reforms
helped in creating the fiscal space, which in turn was used for providing higher
allocations in poverty reducing sectors including the ADP.

1n addition to the above, Government of Sindh implemented number of projects during
2011-12 to improve capacity and efficiency of government departments which includes
Strengthening and improvement of P&D, HR Development through Capacity Building
of Finance Department and Revenue Board.

Khyber Pakhtunkhwa

The government of Knyber Pakhtunkhwa has taken important initiatives in the recent
past to improve governance and development outcomes in the province which
inciudes launch of the Comprehensive Development Strategy (CDS), the introduction
of Output-Based Budgeting (OBB), and the development of the Health Sector Strategy
(HSS), Education Sector Plan and Social Protection Strategy, as well as the
establishment of the office of the Provincial Ombudsman, all pointing to improved
conduct of Government business.

As part of these reforms, the provincial government recently approved a
comprehensive Monitoring and Evaluation (M&E) Framework. This framework seeks to
consolidate and streamline M&E processes in the public sector and, as part of this
effort, aims where possible to incorporate citizens’ voice in the assessment of the
impact of development programmes and projects.

During 2011-12, Government of Khyber Pakhtunkhwa implemented number of projects
to improve capacity and efficiency of government departments which includes
Governance, Public Policy and Social Protection Reform Unit, Capacity Building of
Excise and Taxation Department.

Balochistan

The Government of Balochistan has completed a project titied “Agsistance to
Governance Reforms and Practices in Balochistan (AGPR-B)" with the financial
assistance of UNDP Governance Unit. The main aim of project was to improve the
institutional capacity of District Governments in particular and Provincial Government
in general by providing them with effective tools and enabling environment for the
planning, monitoring and management capacity Of public services and resource
allocation as well as the institutional capacity building at all tiers of Local Governments
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for improving lthe governance in ar integrated manner (Union, Tehsil and District
level.). This initiative has improved the Public Services deliver mechanism based on
key components of institutional policy reform, capacity building and community
participation through the replication of successful modeis like Participatory Information
System and Balochistan Land Record Management Information System, already
demonstrated in five districts of the province

in addition to the above, Goverrniment of Balochistan implemented number of projects
during 2011-12 to improve capacity and efficiency of government departments which
includes Strengthening PRS Monitoring Project, Capacity Building for Officers of P&D
Department etc.

226 Outiook for 2012-13

Governance is perhaps the single most important factor in ensuring objectives of
effective service delivery. Steps are needed to address issues reiating to enhancing
effectiveness of devolution, improving people's participation and involvement of civil
society, especially voluntary organizations. Empowerment of marginal and excluded
classes as pressure groups can help check deterioration in governance and
exploitation of the public. Corporate governance issues are also needed to be
addressed, including improvement of public-private interface, and development of legal
and regulatory frameworks. Public sector management needs to be made more
efficient through a variety of measures; civil service reforms; procedural reforms;
procedural regulations and controls; tax and judicial reforms. E-governance and IT
need a big push fo increase transparency, fair play and make systems faster and user
friendly. Effective monitoring and evaluation should be encouraged and supported.
The reforms programs/initiatives in the area of governance menticned above and have
already been under implementation at Federal and Provincial levels will continue
during 2012-13. A new capacity building project has been prepared in the Planning
Commission whicH.is under approval process. The proposed project will cater for
requirements of all federal ministries/ divisions. To simplify the releases process,
Planning Commission has proposed 100% release of allocated funds against
approved project on 1* July, 2012 and onward and ministries/ divisions will be
authorized fo issue sanctions against allocated funds.

An amount of Rs 3.6 billion including foreign aid of Rs 1.5 billion has been
allocated for the governance sector in 2012-13. The aliocation indicates a
decrease of 36% over the last year’s allocations.
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