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Foreword

The Medium Term Development Framework (MTDF) 2005-10, the first of the 5 five -
year strategic milestone to achieve the Vision 2030 approved by the NEC in May
2005. The Annual Plan, an operational document., provides tactical framework
towards realization of the cherished goals of knowledge-based, prosperous and just
society set in the Vision and MTDF. As a conscious policy, the Pianning Commission
is pursuing an integrated, holistic and coordinated approach to ensure stable
economic development with consistency and continuity of various social economic
policies.

The National Economic Council (NEC) in its meeting chaired by the Prime Minister
on May 31, 2007 reviewed the economic performance and acknowledged the robust
average growth rate of real GDP of 7.5 percent for the fourth consecutive year
culminating in 2006-07. 1t is in line with the MTDF 2005-10 growth strategy of
achieving 7.6 percent on an average for the five year period. The GDP growth for the
year 2006-07 is broad based with agriculture and services sectors playing more
significant role in achieving the targeted growth rate of 7 percent.

During the year 2006-07 significant progress has been made in developing physical.
technological and social infrastructure. On social front, reduction in poverty and
unemployment and improvement in social indicators are also visible. These
achievements in the economic domain have been made possible by following
consistent strategies and policies. Implementation of the Annual Plan however, faced
some challenges resulting slow growth in exports, increase in current account deficit
and high inflationary pressure.

These challenges, inter alia. are fully accounted for, in the policies and programs
defined in the Annual Ptan 2007-08. The Plan highlights the macroeconomic
development of Pakistan, outlines sectoral issues focusing GDP growth, budgetary
performance, monetary expansion and prices, balance of payments and
implementation of the Public Sector Development Program (PSDP).

The NEC formally approved the macro economic targets set in the Annual Plan
2007-08. The PSDP amounting to Rs 520 billion was also approved along with an
outlay of Rs 204 billion out side the PSDP. The members of the- NEC including
Eederal Ministers, Provincial Chief Ministers/Ministers, Prime Minister (AJK) and
senior representatives of NAs and FATA appreciated the role of the Planning
Commission in bringing provinces and other areas closer together. They all
expressed their full belief in common and shared destiny and resolved to make
Pakistan one of the greatest nations as stated by the Quaid-i-Azam tn his famous
speech of 14" August, 1947. They also complemented the Prime Minister for
restructuring the Planning Commission and putting committed people at the helm of
affairs.

i would like to thank all the stakehoiders both from the public and private sectors for
their valuable contribution towards the preparation of the Annual Pian 2007-08. The
hard work and long hours put in by the Annual Plan Formulating Committee is deeply
appreciated and acknowiedged.

Engr. Dr. Muhammad Akram Sheikh
Minister of State/Deputy Chairman
Planning Commission
lslamabad June &, 2007







Executive Summary

Overview of Economy

The economy of Pakistan has grown on an average of 7.5 percent over the last
four years 2003-07, whereas during the current year 2006-07 a growth rate of
7 percent has been achieved. The size of GDP increased three times from
Rs 2,938 billion in 1998-99 to Rs 8,716 billion in 2006-07, while per capita income
increased more than two times from $ 438 to $ 926, investment by five times from
Rs 409 billion to Rs 2,004 billion and national savings 4.6 times from Rs 344 billion to
Rs 1,572 billion in the same period. On the basis of rapid and sustained growth
achieved in the recent past, Pakistan has joined the fastest growing economies of the
Asian region. Impressive growth of Pakistan’s economy is attributed to the continuity
and consistency of policies initiated by the present regime within the overall
framework of dereguiation, privatization and liberalization.

Efficient management and structural reforms introduced in the recent past have
brought about healthy changes in almost all sectors of the economy. A major
breakthrough has been achieved in managing the domestic and external debt. Total
debt {domestic and external), which was 100.3 percent of the GDP in 1998-89, has
been reduced by half to 51.1 percent in 2006-07. The ability of the country to borrow
from international and regional capital markets at relatively low rates and long
maturities has improved substantially. The recent floatation of Euro-Bond in the
international market was subscribed by seven times to over $ 3.5 billion. The steep
decline, both in the stock of debt and debt-servicing as a ratio 10 GDP has provided
ample fiscal space to pursue expansionary economic policies.

Total investment has increased substantially and reached an all time record of
Rs 2,004 billion (23.0 percent of GDP) in 2006-07. The public sector development
expenditure (PSDP) excluding allocations for earthquake has witnessed a sharp
increase, from 2.2 percent of GDP in 2002-03 to 4.1 percent in 2006-07. in the last
seven years, Pakistan has spent over Rs 1,450 billion on poverty related and social
sector programs.

The confidence of foreign investors in Pakistan economy has improved as non-debt
creating capital inflows are expected to touch around $ 7.5 to 8.0 billion during
2006-07. The foreign direct investment has risen from $ 485 million in 2001-02 to
$ 6.0 billion in 2006-07. The economy has also witnessed a sharp rise in the
workers’ remittances, which increased to $ 5.5 billion during 2006-07, showing a five
times increase from a level of $ 1.1 bilfion in 1998-99.

As a conseqguence of tight monetary policy, infiation is expected to marginally decline
from 8.0 percent in 2005-06 to 7.7 percent in 2006-07. The food inflation, however,
still remains high. The government has maintained an expansionary fiscal stance to
ensure higher investment for growth and increase in pro-poor expenditures. It is
expected that the CBR tax collection would meet the target and the fiscal deficit
would be close to the projected level of 4.2 percent of GDP.

High economic growth, targeted poverty reduction, social protection programs and
increase in pro-poor spending has created gainful employment opportunities and
lited millions of people out of poverty in the rural and urban areas. The
unamployment rate has declined from 8.3 percent in 2001-02 to 6.2 percent in
2005-06. The poverty measured on head count basis, decreased from 34.4 percent




in 2000-01 to 23.9 percent in n004-05. The trend of poverty reduction is more
pronounced in the rural areas. .

GDP Growth: The 7 percent real GDP growth in 2006-07 has been supported by the
robust growth in agriculture and services sectors. The agriculture sector is gstimated
to record a growth rate of 5.0 percent. However, the growth of large-scale
manufacturing (LSM) is likely 1o be around 8.8 percent.’

Agriculture: The record output of wheat at »3.5 million tonnes and sugarcane
54.7 million tonnes would be significantly higher than the output in 2005-06 and
would exceed the targets for the current year. The cotton crop at 13.0 million bales is
close to the production level of 2005-06, while the rice output is slightly lower than
the previous year level. The strong livestock production has significantly contributed
1o the increased growth in the agriculture sector.

Manufacturing: A large number of industrial items show significantly higher growth.
The production of sugar, paints and varnishes, cement, steel products, cotton yarn,
caustic soda, electric motors, refrigerators, bicycles all posted double-digit growth.
The cement industry’s high growth (18.4 percent) is mainly attributable to enhanced
installed capacity during the last five years and the rise in local as well as external
demand. Similarly, the growth in sugar production at around 46.3 percent is partly
due to about 23 percent increase in the sugarcane production during the kharif of

2006-07.

Services: Based on the growth in value-added in agriculture and manufacturing
sectors and increase in imports, the services sector is estimated 1o grow by
8.0 percent, well above the target of 7.1 percent. The growth is likely to be much
higher in services sub-sector such as Transport, Storage and Communications
(5.8 percent), Finance and Insurance (18.2 percent), Ownership of Dwellings
(3.5 percent), Public Administration and Defence (7.0 percent) and Social,
Community and Personal Services (8.5 percent).

Investment and Savings: The total investment in 2008-07 is expected to increase
by 21.4 percent (23 percent of GDP) and fixed invesiment by 21.9 percent to
Rs 1864 billion (21.4 percent of GDP).

Balance of Payments: Exports at $ 17.2 billion in 2006-07 are 5 percent higher than
exports in 2005-06. The imports at $ 27.1 hillion are 10 percent higher than imports
of $ 24.6 billion In 5005-06. The trade deficit for the year is estimated at $ 9.9 billion
against the deficit of $ 8.3 billion during 2005-08. The invisibles balance is anticipated
to register a surplus of $ 2.8 billion. On this basis, the current account deficit is likely
to be around $ 7.1 billion (5.0 percent of GDP) for the year 2006-07.

Fiscal Developments: The Budget 2006-07 estimated an overall fiscal deficit of
Rs 373.5 billion (4.2 percent of GDP). Tax revenues collected by the Central Board of
Revenue (CBR), during July-April 2006-07 increased more than 18 percent to touch
the level of Rs 646.9 hillion as against collection of Rs 547.0 billion for the
corresponding period of 5005-06. It constitutes 77.5 percent of the full year target of
Rs 835.0 billion. The direct taxes at Rs 2993.3 billion recorded the highest growth of
48.8 percent, followed by federal excise (17.8 percent) and sales tax (6.2 percent).

Monetary Developments: In view of high infiation, the State Bank of Pakistan has
tightened the monetary policy, by raising simultaneously the discount rate, the cash
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requirement on demand deposits, and the statutory liguidity requirement of demand
and time deposits. The monetary expansion upto May 12, 2007 stood at Rs 477.9
billion (13.99 percent). The current trends indicate that monetary expansion for the
full year would be around 14.2 percent.

Inflation: The underlying inflationary pressures in the economy continued to ease in
2006-07, with Consumer Price index (CPI) inflation during July-April 2007 declining
below 8 percent. The non-food inflation witnessed an increase of 6.2 percent as
compared to 8.8 percent increase in the corresponding period in 2005-06. However,
the annualized increase in food prices accelerated to 10.2 percent from 7.0 percent
in the same period of 2005-06.

PSDP: During the fiscal year 2006-07, Federal PSDP is expected to achieve an
expenditure level of 98 percent which is Rs 246 billion of net PSDP size of Rs 250
billion. This significant improvement in utilization of PSDP is due to limely
disbursement of the funds allocated for the purpose.

The federal PSDP in 2007-08 envisages an investment of Rs 335 billion, up by 24
percent as compared to the last year level of 27 percent. The provinces would spend
Rs 150 billion during the year out of the increased revenue transfers under the NFC
award which is 30 percent higher over the transfer of Rs 115 billion in 2005-06. An
additional amount of Rs 35 billion has been allocated for the reconstruction and
rehabilitation of earthquake hit areas. Moreover, the public sector organizations like
WAPDA, NHA, OGDC, SSGC, SNGPL, PIA, CDA will invest an amount of Rs 204
billion during the year. In all, a sum of Rs 724 billion would be the overall
development program which is a record investment outlay.

Prospects for 2007-08: The real GDP growth of 7.2 has been envisaged for the year
2005-06 on the basis of growth of commodity sectors by 7.4 percent and services
sector by 7.1 percent. In ordered to achieve these targels, total invesiment is
targeted to increase by 19 percent to Rs 2.4 trillion which will be financed through
national savings and foreign savings by 79 percent and 21 percent respectively.

Exports are projected to grow by 10 percent to $ 18.9 billion. Impiementing various
measures suggested under Pakistan Export Plan 2007-13 is likely to accelerate this
process. Imports for 2007-08 are projected to increase by 9 percent to $ 29.6 billion.
The trade account is projected to be in deficit by $ 10.6 biliion. The workers
remittances are projected at $ 5.8 billion against the expected level of § 5.5 biliion for
2006-07. Allowing for other invisible receipts and payments, the surplus on the
invisible account is anticipated at $ 2.5 biilion against a surplus of § 2.8 biliion
estimated for 2006-07. With a deficit of $ 10.6 billion on the trade account and a
surplus of $ 2.5 billion on the invisible account, the current account deficit is
estimated to be close to $ 8.1 billion in 2007-08 against a deficit of $ 7.1 billion in
2006-07.

Taking into consideration the transactions of the banking system and a build up of
$ 2.8 billion in foreign exchange reserves, the gross reserves are expected to reach
the level of $ 17.7 billion in 2007-08, compared to a ievel of $ 14.5 billion in 2006-07.

The main thrust of fiscal policy during the year 2007-08 would be on strengthening
the reforms in the tax system which would further broaden the tax base at the
federal, provincial and district level, improve the tax compliance and minimize tax
evasion. The main objective of policy would be to allocate adequate resources for
development activities particularly for pro-poor expenditure in conformity with the
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Fisca! Responsibility and Debt Limitation Act, 2005 to achieve projected economic
growth of above 7.0 percent and further reduce the unemployment and poverty levels
and improve social indicators.

The State Bank of Pakistan would continue to follow tight monetary policy to curb the
inflationary pressures. The monetary expansion for the year 2007-08 will be around
14.4 percent. The CPI inflation during 2007-08 is targeted at 6.5 percent.

Poverty Reduction and Human Development: The Medium Term Development
Framework and Vision 2030 attach high priority to reduce poverty by articulating
holistic policies and development synergies across sectors, Despite a sharp
reduction in poverty by 10.6 percentage points in recent years, it is stilt pervasive and
almost one out of four persons in Pakistan remains below the poverty line. The pro-
poor expenditure as percentage of GDP has been continuously rising in the last
seven years reaching a benchmark of 6 percent of GDP in 2005-06.

Social Indicators: Pakistan's ranking in the Human Development index has moved
up by 10 places from 144 in 2001 to 134 in 2004. The social indicators depict a
visible improvement as the gross enrolment ratio increased from 83 percent in
2001-02 to 94 percent in 2005-06, literacy rate from 45 10 54 percent, infant mortality
rate {per 1000 live births) was reduced from 82 in 2001-02 to 70 in 2005-06 and the
share of water supply and sanitation increased significantly.

Sectoral Development Programs

Agriculture Development: introduction of high yielding varieties of crops, increased
use of chemical fertilizers and pesticides, farm mechanization, development of
irrigation facilities, implementation of price mechanism, credit and other policies and
support for agricuttural education, research and extension are core areas of
development in the agriculture sector. Agricuiture presently accounts for nearly
22 percent of GDP, employs 45 percent of labour force and is a source of livelihood
for about two-thirds of the population. To meet the growing food needs of population,
to increase our export garnings and to overcome the social deficit, agriculture
development is crucial. Government has significantly enhanced allocations to this
sector reflecting a 13 times increase overa period of 5 years.

The balanced application of fertilizer has played an important role in boosting crop
production. Conservation of irrigation water, development of culturabie waste land,
integrated pest management, agriculture sector loans, use of quality seeds,
compliance WTO regulations, higher gpending on research and development
especially in bio-technology are some of the major programs of agriculture sector.

Livestock: Livestock is an important sub-sector of the economy contributing
49 percent of the agriculture value addition and 11 percent of the GDP.
Consequently, the development of livestock has strong linkages with other sectors
including rural development, environment and poverty alleviation. The potential of
livestock sector is yet to be expiored through provision of adequate nutritious fead,
improved coverage against diseases, artificial insemination and adoption of modern
animal husbandry practices. Similarly, the production of fisheries can also be
enhancead through exploitation of marine resources and aquaculture development
programs. The milk and meat production has registered growth of 6.2 percent and
6.6 percent respectively during 2006-07. The fish production was 3.3 percent higher
than production in 2005-06.




A new project ‘Improving Reproductive Efficiency of Cattle and Buffaloes in Small
Holders Production System’ is being launched in collaboration with public sector
organizations. Quality semen will be provided to the farmers at subsidized rate and
facilities of embryo transfer will be extended to private sector on the same lines. The
semen production and processing facilities will be strengthened both in the public
and private sectors to improve local non-descript breeds of cattle.

Water Resources Development: The broad objective of water resources
development is to uplift the agro-based economy at the national level by maximizing
crop production through progressively increasing surface water supplies and
conserving them by means of latest available technologies and protecting land and
infrastructure from water-logging and salinity, floods and soif erosion in an integrated
manner. The goals also include catering to the increasing demand for drinking water
and for industrial and commercial activities in a cost effective manner.

The year 2006-07 focused on the irrigation, drainage and flood control sub- sectors.
The maximum resources were allocated to complete the on-going projects and high
priority storage and canal projects in an effort to overcome the scarcity of water. For
2007-08, water sector has been given the highest priority in the budgetary allocations
which are 24 percent higher than the allocations of 2006-07. The main strategy is to
increase the water storage capacity and canal lining for the irrigation sector.

Energy: Energy is the lifeline of economic development. [t is planned to optimize
utilization of country’s indigenous resources to reduce dependence on imported fuel.
The total investment required for the energy sector during the next 25 years has
been estimated at $ 150 billion ($ 50 billion in the public sector and $ 100 billion in
the private sector). This works out to an annual average investment of $ 6 billion and
calls for doubling of the current investment level.

On the oil sector, it is planned that the number of exploratory and development wells
would increase from at least 100 welis per year during the MTDF period (2005-10) to
330 wells per year during 2025-30. Plans have also been made to accelerate the
exploration of indigenous coal while the import of coal in the short run for the power
sector will be encouraged. An allocation of Rs 60 biflion including foreign aid of Rs 30
billion has been made for the power sector for 2007-08.

Manufacturing: The manufacturing sector as a whole grew by 8.4 percent during
2006-07 with Large Scale Manufacturing (LSM) growing at 8.8 percent and the small
scale manufacturing at 8.1 percent. The industries contributing to the LSM growth are
textiles, sugar, cement and basic metals. Since the manufacturing sector st
revolves around the traditional low value added industries and its share in world trade
is continuously declining, therefore the major challenge facing Pakistan is to diversity
its manufacturing sector, develop SMEs and enhance productivity.

Mineral: Despite its vast potential, the mineral sector has not been developed and
efforts will be required to create awareness about the potential of the mineral sector
of Pakistan through holding of events, exhibitions, production and dissemination of
promotional material both for the foreign and local investors.

Transport and Communication: The development in this sector aims at facilitating
competitive economy while ensuring safety and effective connectivity using the
existing capacity. The sector currently contributes around 11 percent in GDP and
provides employment to around 2.3 million people. The sector is faced with
numerous constraints. For example, about 60 percent of maintenance funds are
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spent on national roads, which leaves little room for provincial and district roads.
Roads, ports and railway provide the necessary links to the expotrters to reach their
targeted markets. Nearly 95 percent of country’s exports are handled through the
national ports. Growth in  telecommunication sector has been remarkable.
Teledensity has risen 10 42 showing visible expansion in the telecommunication
services.

Physical Planning and Housing: During the year 5006-07, an amount of Rs 10
billion was provided for undertaking PP&H activities at the Federal level, including a
provision of Rs 4 billion by the provincial programs. The allocations for the sector for
o007-08 stand at Rs 12 billion, including an amount of Rs 6 billion for the ‘Clean
Drinking Water for All Program, reflected in the Environment Sector. The overall
strategy pertaining 10 Physical Planning and Housing (PP&H) sector aims at the
development of urban areas and cities, housing, drinking water supply and sanitation.
The strategic thrust of urban policy will be related to ensuring the integrated fast track
urban development including enhancing the rural-urban compliementarities and
linkages to improve productivity and sustainable development.

Mass Media: Total allocations for the mass media amounted to Rs 869.4 million in
2006-07. Two studios each at five stations were digitatized. The allocations for mass
media for the 2007-08 stand at Rs 2,100 miilion. The Master Control Rooms in all five
stations will be modemized and 27 new FM radio stations will be established across
the country. The focus of the policy for mass media is on modernization of the
country’s premier News agency ‘Associated Press of Pakistan’ and strengthen the
technological base of public sector electronic media through replacement of the
existing electronic equipment by the state of the art equipment.

Culture, Sports, Tourism and Youth Affairs: To promote Culture, Sports, Tourism
and Youth Affairs, an amount of Rs 1,100 million has been proposed which will be
spent both on the ongoing as well as on the new projects. The strategy would be 10
provide appropriate incentives for greater private sector investment in tourist
facifities. The main emphasis will be 1o involve Pakistan Embassies/Missions abroad
to promote tourism. The focus of the culture policy is to promote education in arts
and cu'ture, development of arts institutions and galleries and provision of financial
assistance to arts organizations.

£ducation: The scale and guality of education in general and the scale and quality of
scientific/technical education in Pakistan in particular are areas of serious concern.
During the past few years the country is recovering from the previous investment
shortfalls with heavy public sector development expenditure in this vital sector
touching close to 2.5 percent of the GDP. Though this is still less than the desired
level however, government is striving hard through the promotion of primary
education and higher education.

Duting the year 2008-07, an amount of Rs 6,598.6 million was provided for basic and
college education. The major achievements in this sector include enrolment of
children aged 5-7 years which increased from 54 percent to 80 percent in 48 districts
of Pakistan. The National institute of Science and Technical Education (NISTE)
trained 429 Science and 330 Technical Teachers. For 2007-08, an allocation of Rs
7.077.9 million has been made for this sector. The targets for 2007-08 include
astablishment of 13 new cadet colleges and training of science teachers and
technical teachers at the national level.

vi




Higher Education: The Government policy for promoting higher education is driven
by the objective of transforming the development of indigenous universities into the
world-class centers of education, research and development so as to develop
Pakistan as a knowledge-based economy. in the 2006-07, a total amount of Rs 14.3
billion was allocated for Higher Education Commission (HEC). In 2007-08, 2861
scholarships would be awarded for completing Ph.D. degrees. A pool of 224 highly
qualified foreign professors was placed on long-term assignment with universities,
122 researchers have been sent abroad to pursue their Post-Doctoral research. An
amount of Rs 18 billion for 2007-08 has been allocated for the HEC. The targets
include establishment of 4 new engineering universities, 1000 indigenous Ph.D.
scholarships and hiring of 75 faculty members under foreign hiring program.

Science and Technology: For 2006-07, a total amount of Rs 5,489 million was
allocated for Science and Technology sector. A total of 25,514 water samples were
collected and diagnostic tests completed by PCRWR; 18 new monitoring |aboratories
in 24 districts were developed; water supply assessment survey and installation of 24
pilot demonstration water conditioning and treatment plants were completed. For
2007-08, an amount of Rs 4,829 miliion has been aliocated for this sector. The major
targets for 2007-08 include construction of 18 water iabs, 24 Water Filtration Plants
and Monitoring of 1000 water supply schemes.

Information and Communication Technology: Information Technology remained a
priority area of Government in line with MTDF 2005-10’s focus of moving towards a
competitive and technologically driven knowiedge economy. The initiatives focused
on mainly three areas i.e. human resource development, strengthening of IT industry
and e-enablement of Government/public sector organization. For 2006-07, an
allocation of Rs 5,963 million was made to the Information and Communication
Technology Sector. Major schemes included; Provision of Computer Science
Teachers and Computer labs in 1098 secondary/higher secondary and inter colleges
ali over the country which were equipped with 17,500 PCs. The target of IT export
was US $ 108 million which is expected to be achieved. On the telecommunication
side, there has been phenomenal growth especially in the mobile phone sector
increasing the teledensity to above 38%. The trend is expected to continue in future.
Maijor projects on telecom side inciuded; establishment of optical fiber based
transmission link for establishing coastal communication link and expansion and
improvement of telecommunication facilities in Northern Areas.

For 2007-08, an allocation of Rs 7,231 million is allocated to ICT sector to further
promote the human resource development, IT industry development, e-government
and infrastructure development. In this connection, 124 projects will be executed and
major ones include the Federal Government Data Centre & intranet, Repilication of
E-Office Applications at all Divisions of the Federal Government and purchase of
land for 1T Parks in Karachi, Lahore and Islamabad. On telecom side, the major
initiatives include; Northern Areas Terrestrial MW Link, Rural Telecommunications
and E-Services and High Performance Secure Network Architecture at Islamabad.

Health: Health interventions are an important area and attract attention as it is a
major contributor to human development and poverty reduction. Strengthening the
health system is a prime strategy so as to better serve the majority of population.
A balanced approach between preventative, promotive and curative interventions is
being followed in view of the needs of population with focus on Women and Children.
Attention will also be paid to the epidemiological transition and the emergent double
disease burden. Another area of focus is improving surveillance and health
information system which would help in better planning and monitoring. At the same
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time, the policy is to focus on improving the health infrastructure particutarly in rural
areas as well as in the tertiary sector. Commensurate with the spirit of devolution, it is
planned to integrate health initiatives with community approaches.

Population: The population growth rate has been brought down to about 1.8 percent
per annum and the total fertility rate has been lowered to 3.13 per women. In
2007-08, 2803 family welfare centres (FWCs) and 297 Reproductive Health Centres
will be established.

Employment: A sizeable reduction in the unemployment rate has been achieved
from 8.3 per cent in 2001-02 to 6.2 percent in 5005-06. The labour absorption is
faster for the rural areas and the female workers. The participation rate for female
workers increased from 11.2 per cent in 2003—~04 to 13.3 per cent in 2005-086, thus
reducing the female unemployment rate from 12.8 per cent to 9.3 per cent during this
period. The Annual Plan for 2007-08 envisages creation of additional jobs for
780,000 unemployed workers during the year. The major initiatives 10 attain the
targets include President's Rozgar Scheme, National Internship Program, and
expansion of technical and vocational training facilities.

Women Empowerment and Social Welfare: The government is committed to
social, political and economic empowerment of women which is not only a cross—
cutting issue in the MTDF but specific interventions programs have been designed to
bring women in the mainstream of development activity. Specific targets include
enhanced availability of microfinance services, especially to the rural poor women,
establishment of Women Crisis Centers for destitute women and District Resource
Centers for the female elected representatives of local govemnments. The social
welfare services for the vulnerable and special population will be strengthened
through public—private partnership during the year 2007-08.

Rural Development: The fural development is being achieved by adopting a holistic
policy that encompasses development of agriculiure, augmenting social and physical
infrastructure in the rural areas, strengthening local government institutions,
involvement of community in development activities and poverty reduction through a
set of coherent policies including social mobilization of the poor and their access o
microfinance. Rural hvelinood through development of non—farm and livestock
sectors is the key area of interaction during the fiscal year. To achieve the targets set
in the Annual Plan 2007-08, the Rural Development Sector has been allocated Rs
6.2 biliion as compared with the allocations of Rs 3.7 billion for 2006-07. Specific
initiatives for drought-hit areas have been proposed for implementation in 2007-08
to mitigate the effects of drought through implementation of water and infrastructure
projects thereby increasing opportunities of livelihood and poverty reduction.

Environment: There is an increasing awareness that pursuit of growth and
development place heavy burden on environmental resources. One of the principal
objectives of the MTDF relates to establishing an environment friendly and just and
sustainable economic system. The focus of the environmental policy is on integration
of social and environmental considerations into the development process in all the
sectors of the economy. The policy aims at an equitable sharing of environmental
benefits, increasing management of national resources and integrating environmental
issues into SOcio-ecoNomic planning so as to achieve sustainable development.

Good Governance: Good governance is one of the core issues in the agenda of
economic reforms. These include strengthening of decentralization process, capacity
building and strengthening of public sector institutions, access to justice program,
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corporate governance, public—private partnership and undertaking reforms in the
public sector including the financial administration. Progress has been made in
reforming the judicial system through Access to Justice Program which inciudes
amendment/ enactment of several laws/rules. Tax Administration Reforms Project
(TARP) is one -of the key initiative which focuses on promoting voluntary tax
compliance through facilitation of taxpayers and provision of incentive packages to
the employees of CBR. This policy has yielded good results in terms of better tax
coliection while mitigating the difficulties of the taxpayers. The Annual Pian 2007-08
envisages strengthening of monitoring and evaiuation of development projects to
achieve better impact of funds spent through public sector development program.

The monitoring and evaluation system has been revamped. In 2006-07, monitoring of
500 development projects which consist of 92 percent of PSDP was conducted
during 2006-07. This review helped in solving the critical issues that were
constraining the implementation of projects. Similar number of projects would be
reviewed during 2007-08.

ix







Part-l
Macroeconomic Framework







Performance of Pakistan Economy 1999-2007

Chapter

1

Performance of Pakistan Economy
1999-2007

Pakistan has lived through difficult times in the recent past. Our economy was fragile,
fiscal as well as current account balances were under great stress, debt burden had
reached to the unsustainable level and country was at the verge of default in 1998. At
that point of time, Pakistan needed a sustained macroeconomic stability, financial
discipline and consistent and transparent policies.

REAL GDF GROWTH
"

Today, Pakistan is a stable economy. Fiscal i
discipline is maintained and transparent and .
consistent policies are pursued. Pakistan
has experienced a tremendous growth in its
economy and its economic environment

since 1999. In spite of the higher :
internationa! oil prices and devastating
Earthquake 2005, the economy has grown I

on an average 7.5 percent during the last ol
four years. This year, 2006-07, by achieving
growth rate of 7 percent, the GNP WOUld TEACH s rusuimnscesss sam s s e vars sses o mavsas s snes

r
=l

Foraugn Deact mrvestmen § sEor

to $ 146 billion and per capita income be -
$ 926. The growth to a large extent

remained broad-based. lLarge  scale

manufacturing has grown close to double -

digits and the growth in services sector was -

robust. -

In recent years total investment has e : =
increased on an average at the rate of 25 . = WW

percent. Improved business confidence,
rising inflows of FDI and availability of fiscal
space are the major contributing factors.

et ot regn Exi Hrns IR S MO 2w Mame Auy, (Forrign Direcl Ievcabanart S Mo}

Suuroe: Publications of FBS. S6P Annual Reparts and Various issues of Pakisisn Economse Survey

Nahonal Savings

Foreign Direct lnvestment has been 15 180
rising every year. On an average, it o
increased by 38 percent over the last eight ,o e " P
years and be around $ 6 bilion, 41 Y Tt
percent of GDP in FYO7 - the highest in - | I -
South Asia. : wa 1O

I ; .

‘e
K. ] .

Nationa! Savings on the other hand, on an ¢
average are increasing at the rate of .
15percent. This year 2006-07, the

FY 7% FY OO FY 01 Y o2 FYo3 FfYO4 FY 05 FY O& FY 07

W, of GOF -~ ks Bin
Soutce Publicanons of FES SSP Annua Repans ard Varous tsves of Pakistan Econamic Survey
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investment level would be % 33 billion and that of national savings $ 26 billion.

REFAITTANCES 3 BILUDH

The worker remittances an imporiant
component of national savings has
increased tremendously at the rate of
30percent per annum during the last
eight years and be around $ 5.5 Billion
by June, 2007. With higher increase in
worker remittances and rate of return
on deposits the level of national
savings would increase further.

Money supply annually increased DY 15 s rusmmserss e s e i s s 2t comms 340
percent mainly emanated from credit 10

the private sector. The cumulative credit

to the private sector in the last four  *
years was about $ 23 biflion compared

to less than $ 10 billion in the previous
ten years. As higher increase in money s
supply is considered to be the main ¢
factor fuefing inflation, contractionary
monetary policy is Now being pursued.
The decline in credit 10 the private : I

MONEY SUPPLY GROWTH

sector as well as infiation has been
observed. However, the inflationary B ey v rm e e vwas mw
trend from demand side and declining T—

irend in the credit to the private sector =« eonaasons o FBS, €5 Aol Reaons and Vercus (50es o PWsian EConoms Sunes
would be arrested.

The stock market continues fo maintain new records during 1998-2007. The
KSE-100 index at 1005 in 1999, touched the all time high mark of 12,369 in April
2007. More than tenfold increase, therefore, has been observed. Similarly the total
market capitalization has also increased around eleven times from Rs 286 billion in
1999 to Rs 3603 billion ($ 59 biilion) in April 2007. The government’s consistent and
transparent economic policies, privatization process and capital market reforms - risk
management, governance and transparency - helped in promoting a fair and efficient
capital market and buitding investors’ confidence.

The fiscal accounts have considerably improved in recent years. Revenues are
buoyant, expenditures are rationalized, revenue deficit is eliminated and public debt
and fiscal deficit has been brought to 2 sustainable level. The tax collections by the
Central Board of Revenue during the last eight years have increased by 132 percent.
it reached to Rs 835 billion in FY07.

Strong GDP growth and tax reforms have maintained double-digit growth in tax
revenues. Non-tax revenue continues to yield significant income.

Total expenditure increased annually by 12 percent. it has aftained the level of
RS 1536 billion in FYO7. Current expenditure during the last eight years increased by
9 percent. As the Government is pursuing pro-growth and pro-poor fiscal policy, the
phenomenal increase in development expenditure 10 the tune of 20percent per
annum has been observed. Higher development expenditures were made in social
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Fiscal Peficit % of GDP

and physical infrastructure sectors.
Education, skill development, transport &
communication and oil & gas are the

prime investment growth sectors. The I

=77
pro-poor expenditure has increased by s =
27percent annually from Rs 180 billion
FYO2 to Rs 464 billion in FY06. In terms
of GDP, the expenditure during this

period has increased from 4percent to Fo0 POl FYez  Frsd Frod Yo Fros RIGER

6perceﬂt A mlleS‘tone has alSO been Scurce: Publications of FBS, SBP Annua! Reporls Bnd Yenous 1ssues of Pakistan Economic Survay
established by setting the
unprecedented Ievel of PSDP size to the tune of Rs 435 billion in FY07.

m-mm

The fiscal deficit as a percentage of GDP N Pablc Debt 5 of GOF
is likely to decline from 6.1percent in
FY 1999 to 4.4 percent in FY 2007. s

Similarly during the same period public-
debt as a percentage of GDP has also
declined from 100percent to around
50percent.

On external front, the exports though have P s e mm e mo mm ees e Fr
doubled since 1999, is not increasing at the ™ e ST S—
desired level. In fact, imports have

increased at a higher rate of l4percent Troda Daic s Bon
compared to exports at 11percent. in recent

years yawning gap between imports and "

exports is visible.

The trade deficit now stands at § 10 bilion [ - _ I

in FY 07. Exports consist mainly of textiles,
leather, surgical, sports goods and rice. The
stagnant exports growth is mainly attributed : g
to low quality and lack of competitiveness in l .
the global trade. e

e Beind S At - Awg TFrome Sefic
Sgurte Pulicatons of FBS. SBP Arnug’ Rs..an's lnd v.nou: Jsues d Pﬂ(vs @0 Eronom.: SLrve)

Hés lak2d

The recently approved Export Strategy epots o roorts

2007-13 prepared by the Planning _ 19952007 s
Commission would bring in the directional '
change in increasing the exports and
bridging the trade gap. Exports would be
promoted through enhancing productivity
and competitiveness, quality production,
diversification of markets and products and
provision of state of the art physical,
scientific and technological infrastructure.
The current account except for the period
2002-04 remained deficit. In recent years

e Froe L) e Yol L) FY¥5 e Frorat

the level of deficit stayed around 4percent oo s tin | —txpor §
of GDP. The deficit is mainly attributed to
oil price shock and aimost S0percent
increase in imports of machinery and

Source: Pubications of FBS, SBP Annuat Fleporls and Vimous 1sscss of Pakister Exenamic Sun &
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equipment. Trade level remains low. However, the trade to GDP ratio reflecting
openness of the economy has increased to 33 percent.

The higher increase in non-debt creating inflows, foreign investment and private
capital flows - workers’ remittances and other current transfers touching $ 9-1 0 biliion

External Debt and liability as a ratio of
GDP has declined from 52 percent to 27
percent and as a percentage of foreign
exchange earnings declined to 112 percent
from 335 percent since 1999. Foreign
Exchange Reserves stand around $ 14
biliion representing about six months of
imports and provide much needed stability
to the exchange rate. Dependency 0N
official foreign assistance is reducing
overtime.

annually have considerably ease the pressure on balance of payments.

Foraign Bxchange Reserves 3 Siios
10

"

rias Ll ] e rim ne

3 g . R (Fonigh Bt Beveteen 3

Source: Publications of FBS, SEP Anpual Repos and VENoLS IS5L8S of Pakistan Eoonom:s Surg:

Pakistan has successfully entered into international capital markets in early 2004 and
has received enthusiastic response every year since then. Every single sovereign

bond issue was over subscribed manifold.

international credit rating has improved.

B+ for foreign currency, BB for local cutrency for long term rating and B for short term
sovereign ratings (Standard and Poor December, 2006).

Strong macroeconomic  policies, high
growth rates, increases in pro-poor
spending, higher worker remittances and
employment generating - Rozgar, Aik
Hunar Ak Nagar and microfinance
schemes have contributed to sharp
decline in poverty from 34.5 percent in
FY01 to 23.9 percent in FY05. In urban
areas, it has declined from 227 percent o
14 percent and in rural areas from 39.3
percent to 28.1 percent. The number of
poor fell by 12 million from 48 million to 36
million, of which 10 million belongs to the
rural areas. Unemployment rate has also
declined from 8.3 percent in FY02 to 6.2

Unempicyment Rate

i

e e L -4 L] rom

Sourca: Publcarons of FRE. S5P Annual Repors asd vanous Issues i Pakisran Ecanamic Suras

percent in FYO6. However, mismatch between skill gap of labour demand and its

supply needs to be reduced further.

The income inequality has however worsened. Income ratio of the highest 20
percent to the lowest 20 percent has increased from 3.76 in FY01 to 4.15in FY 05.
The upper and middie income groups have benefited disproportionately from the
consumer booms in autos, consumer durables, real estate and the stock markets.
Lucrative jobs have gone to those possessing skilis in demand.

The social sector indicators have also improved

during 2000-07. Poputation

growth rate has declined from 2.1 percent to 1.8 percent. Literacy rate has improved
from 45 percent in 1999-00 0 53 percent in 2004-05. immunization coverage of
children {12-23 months) increased from 53 percent in FY02 1o 77 percent by FY05.
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Infant mortality rate also improved from 83 per 1000 persons in FY99 to 77 per 1000
in FY06.

Trends of some of the key socic-economic indicators reflecting performance of the
economy during the period 1999-07 are presented in the Annexure 1.1.

How was this turnaround achieved in such a short period of time? This has been the
result of a comprehensive strategy formulated in December 1999 and wide-ranging
structural reforms introduced thereafter. Some of the major reforms that have been
implemented include: debt management, financial sector reforms, capital markets
reforms, tax and tariff reforms, reforms in tax administration, fiscal transparency,
reforms in privatization program, governance reforms particularly with respect to
devolution and capacity building and maintaining financial disciptine by pursuing
rule-based fiscal policy emerged through Fiscal Responsibility and Debt Limitation
Act 2005.

External debt was causing stress on the economy. lts resolution was accorded the
priority. In 2001 Pakistan entered into a 9-month stand-by arrangement with IMF
which it successfully completed in September 2001. It restored IFis trust in Pakistan.
This enabled Pakistan to secure a long-term restructuring of its Paris Club debt and
reached an agreement with IMF on a three year Poverty Reduction and Growth
Strategy (PRGS).

Fiscal policy reforms were introduced in relation to raising tax revenues, reducing
expenditures, cutting down subsidies and containing the losses of public enterprises.
Tax reforms were undertaken to widen tax base, remove direct contact between tax
payers and tax collectors, introduce vaiue-added tax as the major source of revenue,
simplify tax administration, adoption of universal self assessment, and strengthen the
capacity of the Central Board of Revenue. Automation and reorganization of the tax
machinery have begun to help improve tax collections. Fiscal deficit as a percent of
GDP is slowly declining. At the same time, outlays on public sector development
expenditure quadrupled in this period, accelerating investment in social,
technological and physical infrastructure. That also imparts dynamism to the
development of the private sector. Emphasis is being placed on development of
water resource and power generation, transport and logistic chains and energy and
trade corridors. :

Privatization of the state owned enterprises was the next priority area of the reforms
agenda. Wide political consensus exists for the privatization program where public
sector should formulate the policies and regulate the markets and business
enterprises be left to the private sector. Pakistan has successfully privatized the
banks, telecom and other public enterprises to the tune of $ 3.2 billion in the last six
years. It has thus provided a fiscal space to the government to spend more on
poverty alleviation and other deveiopment activities.

Financial Sector Reforms introduced in early 1990s continued. Further, reforms
were introduced since 1999 where net non-performing bank loans are brought down
to 3 percent of total advances and loans. Minimum capital requirement is raised to
$ 100 million, merger of financial institutions eliminated a number of weak players
and the range of products and services offered by the banks is widened. Automation,
online banking and multiple channels of delivery improved efficiency of bank
services. Banking became profitable, competitive environment set in and the average
lending rate at one point of time declined to as low as 5 percent. Agriculture, SME
and consumer loans and micro credit are now the main products and the borrower
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base of the banks has increased from 1 million to over 4 million househoids.
Transparency and accountability is promoted whereas legal infrastructure of the
banking system strengthened. Further, iiberalization of financial services in
compliance with TRIMs and observance of international standards are ensured to
meet the challenges arising from global financial restructuring.

Trade Liberalization was also initiated in early 1990s and the maximum tariff rates
have been brought down from 250-300 to 25 percent while the average tariff rate falls
in the range of 5-10 percent. Non-tariff barriers have been eliminated and the
selective concessions have been replaced with across-the-board uniform rules and
regulations to foster competitive environment.

Foreign Investment Policy is open and iiberal. All economic sectors aré open io
EDI. No prior approval is required to set up husiness. Foreign companies are treated
equally with local firms. 100 percent foreign equity is allowed and they can raise
funds from domestic sources. Attractive / tariff incentives package exists. Remittance
of royalty, technical and franchise fee, capital, profits and dividends is allowed.
Foreign investment is fully protected under law. Bilateral agreements have been
signed with 46 countries to protect investment and with 52 countries to avoid double
taxation.

Deregulation of oil and gas, telecommunication and civil aviation has also brought
about significant positive results. Telecom has witnessed a boom where during
1999-2007, mobile phone number has increased dramatically from 0.3 million to 35
million, internet connection from 0.2 to 2.4 million and around 2400 cities have been
interet connected. Bandwidth has gradually been increased along with higher
penetration. Tele-density during the same period has also increased from 2 percent
to 26 percent. The range of telecom services has been increased and duties and
taxes on them have been reduced. Further, charges on national and international
calis have also been reduced. The fundamental reform of the govemment is the
devolution plan initiated in 2001. It devolves authority with responsibility from the
federal and provincial governments to local bodies. The devolution of power is
continuously strengthening governance by increasing decentralization, fransparency,
accountability of administrative operations, and people’s participation in setting
priorities and implementation of development projects and delivery of social services.

To improve regulations, policies and regulatory functions of the government
agencies has been separated. The quasi judicial regulatory agencies have been
established in the areas of banking, finance, aviation, telecom, electronic media,
power, oil, gas etc. They hold public hearings and consultations with stakeholders in
deciding regulatory and tariff issues.

As corruption among others, reduces investment and increases the capital cost and
delays in implementation of development activities, the government has set up the
National Accountability Bureau (NAB) to fight against coruption. Assets, loan and tax
scams were investigated. Defaulters were prosecuted in the court of law and were
forced to repay overdue loans, taxes and ill-gotten money.

Poor governance mainly stems from low level of human resource development and
weak institutions. The Devolution Plan was announced in 2000, where the district
bureaucracy was made responsible to the clected representatives. More operational
autonomy in terms of administrative and financial powers was ensured at the district
level. Another hallmark of the devolution process was the encouragement for
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villagers to establish Citizens Community Boards (CCBs). Till 2006 nearly 25,000
CCBs were registered with the local government.

In the area of capacity building, the govemment has launched major inifiatives; prominent
among those are reforms in civil service, judiciary, police, rightsizing of institutions,
e-govemment and compensation/pension. The responsibility of the Federal Public Service
Commission (FPSC) has been enhanced to ensure merit based recruitment and promotions.
The Civil Service Act has been amended to reflect performance based career
progression. The public sector educational training infrastructure is also being
restructured to strengthen skill based training of civil servants at all levels. The
National Commission for Government Reforms (NCGR) is also working on providing
a modern, efficient and accountable system of governance on a sustainable basis.

To improve efficiency and effectiveness of some important federal government
organizations; restructuring of - the Central Board of Revenue (CBR), Securities
and Exchange Commission (SECP), the State Bank of Pakistan (SBP), Planning
Commission, Pakistan Railways, Monopoly Control Authoring and Central
Directorate of National Savings - has been initiated some years ago.

The Planning Commission, the think tank of the country, was restructured in April
2006, to play an effective role in policies and plan formulation. The Prime Minister is
chairman of the Planning Commission, which apart from the Deputy Chairman is
manned with members of professional repute in the fields of science, engineering,
economics, social sciences, energy, agriculture and pubtic policy. Advisors of high
caliber in the specialized fields are also placed on board to provide technical support
in policy formulation and informed decision making. An effort is also underway to staff
the Planning Commission with best brains, and transform it into a modern
organization with the support of IT and changed work environment and culture.
Human resource development and performance-based compensation are aiso the
priority areas of reform. The process of restructuring of institutions is beginning to
take some hold. Improvement in their performance and dynamism in their functioning
is emerging fast.

The civil service reforms an on going process where major progress has been
made in enhancing the capacity of our civil servants through training within and
outside the country. The Police reforms initiated through Police Order 2002 inter alia
include creation of pubiic safety commissions, financial and administrative autonomy,
and separation of investigation from watch and ward functions. Some progress has
been made which will make police more efficient and accountable to the people.
Judicial reforms deal with delays in the provision of justice, case management,
automation, and court formation systems. In addition, human resources,
management information systems and the infrastructure supporting judicial system
are being revamped and upgraded. On pension reforms, contributory Provident /
Pension Fund Scheme is being introduced. The pension payment gap between old
and new pensioners is being gradualily bridged.

Improving competitiveness is a cornerstone of economic reforms agenda.
Infrastructure, project development facility with public - private partnership has been
established to strengthen the country’s physical infrastructure in refations to supply of
gas, power, working of ports, roads, rail linkages, telecom network and water
availability. Competitive support fund has also been established to bring
competitiveness in the forefront of decision making. It provides venture capital
funding, match making facilities and help foster cooperation between government &
educational institutions in the private sector.
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A number of social sector reforms have been undertaken to address socio-
economic issues facing the country. The emphasis is 10 achieve Millennium
Development Goals (MDGs) well ahead of time. Education reforms have been
introduced 1o reduce inter-provincial  and gender disparity through National
Commission for Human Development (NCHD), restructuring schools and formal
education centers, integration of education system, improving quality and relevance
of education, up gradation of Education Management Information System (EMS),
National Education Assessment System (NEAS) and strengthening  of Higher
Education Commission. Health reforms are initiated mainly to enhance the equity,
efficiency and effectiveness of health service delivery. Quality and affordability of
health services are ensured through better utifization of health physical facitities and
enhancement of institutional capacity.

Social sector development expenditure has increased from Rs 103 billion in FY02 to
Rs 228 billion in FY06 refiecting an increase of 22 percent per annum. in addition,
substantive funds have also been spent on skill development, vocational training and
scientific and technical education to exploit the henefits of demographic dividend
and foster knowledge pased economy. For gender mainstreaming, measures
initiated mainly by National Commission on Status of Women (NCSW), national and
provincial Gender Reform Action Plans (GRAPs) are assertively addressing the
issues of gender equality and empowering women.

Despite these achievements and reforms, much more needs to be done in face of
new unforeseen challenges. One fourth of the poputation still lives below the poverty
iine. An integrated social protection systeém does not exit. Financial assistance to the
poor around 1 percent of the GDP is inadequate. And that too, reach to only 10
percent of the population. Social Development indicators remain low as almost half of
the population is iliiterate, infant mortality rates are high, access 10 quality education
and health care particularly by the poor is limited. Income, regional and gender
inequalities are widespread. Skill, social and infrastructure deficits, persistently
affecting the productivity and competitiveness of the economy.

In the coming years, some of the additional challenges to be addressed are: reaping
the benefits of the demographic dividend, managing mega cities, developing
educational, IT, industrial and technological clusters, ensuring energy security and
efficiency, developing national trade and energy corridors and modernization of

logistic chains, improving governance and capacity building and devising and
implementing an integrated social sector devetopment and social security strategy.
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Key Socio-Economic Indicators

Annuat Plan 2007-08, Planning Commission

Unit FY99 | FYOD | FYO1 | FY02 | FY03 | FYO4 | FYOS | FY06 | FYO7 |
Est :
1 Real Sector
Real GDP Growth % 4.2 3.9 2.0 3.1 47 7.5 89 | 66 7.0
Agniculture % 1.9 6.1 2.2 0.1 4.3 2.3 65 | 25 5.0
Industry . 4.9 1.3 a1 2.7 4.2 16.3 121 59 6.8
LSM - 3.6 1.5 11.0 3.5 7.2 18.1 19.9 | 107 88 |
Services % 5.0 4.8 3.1 4.8 5.2 5.9 8.5 8.8 8.0 |
GDP {mp} Current Prices* Rs Bin - 3826 4210 4453 4876 5641 6257 | 7547 8716 |
GDP (mp) Current Prices® Rs Bin - 3778 | 4155 | AA76 | 5027 | 5765 | 6391 | 7697 | 8877
Investment Rs BIn - 659 716 738 817 a35 11563 1650 2004
% of GDP 15.6 174 ! 172 | 166 | 168 | 168 181 | 219 23.0
National Savings RAs Bin - 605 686 821 1002 1030 1101 1313 1572
% of GDP 1.7 158 | 165 | 18.4 | 206 | 18.3 | 17.6 | 17.4 18.0
Inflation 5.7 36 4.4 35 31 45 9.3 8.0 7.7
Food . 5.9 2.2 3.6 2.4 2.9 6.0 12.5 7.0 100 .
Non-food * 5.6 47 5.1 4.3 3.2 3.6 7.1 8.8 65 |
Core 4.5 3.5 4.2 2.0 2.1 3.0 7.0 7.1 60 !
Il | Fiscal Sectors :
Revenue Collections Rs in 39 | 347 | 396 | 404 | 462 | 519 | s5e1 | 712 | 835 !
Fiscal Deficit % of GDP 6.1 5.4 4.3 4.3 3.7 2.4 3.3 43 42 |
Public Debt 1003 | 948 | 828 | 77.7 | 727 | 67.7 | 64.9 | 57.2 51.1
Foreign Debt % of GDP 53.0 458 | 423 | 408 | 367 | 320 | 306 | 268 23.9 |
Debt Servicing wolTae | 732 | 724 | 625 | 703 | 416 | 379 | 366 | 302 | 278
I | Monetary & Capital Market i
Wt Avg. Return on " :
Deposiis ' 6.5 5.5 5.3 3.6 16 0.9 1.4 2.9 ‘ 3.9
Wt Avg. Return on :
Advanss s 148 | 135 | 136 | 132 | 94 | 7.3 88 | 107 | 118
Credit lo Private Sector Rs Bin 103 18 49 53 168 325 438 402 | 350
Money Supply (Growth} o 6.2 9.4 9.0 15.4 18.0 19.6 19.3 152 | 135 :
Stook Market jesitc0 | 1055 | 1521 | 1366 | 1770 | 3403 | 5279 | 7450 | ogge | 12389,
Market Capitalization Rs 8in 286 392 339 408 746 1358 2037 , 2766 ; 3603** |
§ Bin 5.7 6.7 5.8 6.8 128 | 23.4 | 343 | 461 | 58.0"
IV | External Sector
Exports (f.0.b) "3 B 7.5 8.2 8.9 9.1 109 | 124 | 144 | 164 | 17.2
imports (f.0.0) S Bin 9.6 9.6 10.2 9.4 1.3 | 13.7 | 189 | 246 27.1
Trade Deficit 5 Bin 2.1 1.4 1.3 0.3 0.4 1.3 4.3 8.2 9.9
Remittances 5 Bin 1.1 1.0 1.1 2.4 4.2 3.8 4.5 4.6 5.5
Current Account $Bin -2.4 -1.1 -0.5 1.3 3.2 1.3 -1.8 -5.6 -7.1
Balance % of GDP -3.9 16 | 07 1.8 3.8 1.7 A7 | 45 -5.0
Foseign Ditect s Min a76 | 470 | 322 | 485 | 798 | 949 | 1524 3521 ; 6,000
investment :
External Debt & Forex $Ein 380 | 370 | 374 | 365 | 355 | 353 | 3ss | 373 | 388 |
Liabilities .
E’gs;"rl‘if;’em & oFoes | 3354 | 2072 | 259.5 2368 | 1812 | 1647 | 1343 | 1206 | 111.7
N H 1
Foreign Exchange $Bin 1.7 13 | 32 | 63 | 107 | 123 | 124 | 133 | 140 |
Reserves |
USD Exchange Rate RsPers | 50.05 | 51.77 | 58.44 | 61.43 | 58.50 | 57.57 | 59.36 | 59.86 | 60.53
v Social Seclors :
Population™"” Min 1345 | 1375 | 140.4 | 143.2 | 146.8 | 1496 | 152.5 | 1554 ;| 158.4
Unemployment Rate % 6.1 5.0 - 8.3 - 7.7 - 5.2 -
Literacy Rate 10+ % 45.0 471 48.0 50.5 51.6 53.0 53.0 54.5 56.0
Infant Mortality Rate 0;2;00%5 83 85 - 85 83 80 - 77 - i
*National Accounts base was changed in 1989-2000
*April 2007 ***Population as of 17 January of the year.
Source: Publicalions of FBS, SBP Annval Reports and Various Issues of Pakistan Economic Survey
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Growth, Investment and Savings

Chapter

2

Growth, Investment and Savings

Overview

The economy has registered a strong growth for the fourth consecutive year ending
in 2006-07 inspite of challenges of inflationary conditions and pressure on current
account balance. The performance of agricuiture, mining and quarrying and
construction exceeded the target, while manufacturing's growth rate was slightly
below the target for FY07. In the services sector, finance and insurance and
community services exceeded the targets. Pakistan, on the basis of rapid and
sustained growth achieved in the recent years has joined the fastest growing
economies of the Asian region. The average growth rate of real GDP of 7.5 percent
for the last four years is a significant achievement. The performance of the economy
is in line with the Medium Term Development Framework (MTDF) growth strategy of
achieving average annual growth rate of 7.6 percent of real GDP targeted for the five
year period. Impressive growth of the Pakistan’s economy is attributed to the
continuity and consistency of policies initiated by the present regime within the
overall framework of deregulation, privatization and liberalization.

The investment climate improved significantly. Total investment increased
substantially and reached an all time record of Rs 2 trillion (23.0 percent of GDP) in
2006-07. The public sector development expenditure (PSDP) witnessed a sharp
increase, from 2.2 percent of the GDP in 2002-03 to 4.2 percent in 2006-07
(excluding aliocation for earthquake). The GNP is expected to touch $ 146 billion,
and per capita income is likely to increase to $ 926.

Review of Annual Plan 2006-07
GDP Growth

The MTDF had projected the GDP growth for 2006-07 at 7.3 percent. The Annual
Plan 2006-07 targeted real GDP growth at 7.0 percent to be contributed by sectoral
growth rates of 4.5 percent in agriculture, 13 percent in large-scale manufacturing
and 7.1 percent of the services sector. Investment of Rs 1895.4 billion (21.5 percent
of GDP) was estimated to attain the projected growth rate. National savings of Rs
1514.9 billion (17.2 percent of GDP) and Rs 380.5 billion (4.3 percent of GDP) by the
foreign savings would finance this projected investment.

During 2006-07, agriculture and services expanded at a faster pace. The agriculture
sector is estimated to record a growth rate of 5.0 percent and the services sector is
estimated to grow by 8.0 percent. The industrial sector, however, could not attain the
targeted growth of 9.1 percent due mainly to lower than targeted growth of large
scale manufacturing. On the basis of growth in agricuiture, industry and services, the
real GDP is estimated to grow by 7.0 percent for the year 2006-07. Growth of GDP
and that of different sectors along with absolute level are given at Annex 2.1.
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Growth, Investment and Savings

The real per capita GNP (at 1999-2000 prices) increased by 3.8 percent, from
Rs 27,471 in 1999-00 to Rs 35,753 in 2006-07. in nominal dollar terms, it rose from
$ 526 in 1999-00 to $ 926 registering an increase of 8.4 percent per annhum.

Sectoral Growth Performance
Agriculture

The record output of the wheat and sugarcane is estimated to be significantly higher
than last year and has exceeded the targets for the current year. The cotton crop,
estimated at 13.0 million bales is close o the last year production, while the rice
output is shightly lower than last years level. The strong iivestock production has
significantly contributed to the increased growth in the agriculture sector, Increased
water availability, a substantial increase in production toans, and rise in the support
price of wheat positively impacted on the overall agriculture growth. At the same
time, the package of incentives for the livestock sector announced in the budget
2006-07 along with high prices of livestock products exerted a salutary effect on the
livestock production. On the basis of recent estimates of agriculture product,
respectable growth rates of major crops (7.6 percent), livestock (4.3 percent) and
fishing (4.2 percent) contributed to surpassing the targeted growth rate of 4.5 percent
(Annex 2.1).

The estimated wheat production around 23.5 million tonnes is higher by 10.5 percent
than the last year and has surpassed the Annual Plan target of 22.5 million tonnes
set for year 2006-07. BOX 2.1

The sugarcane
production at 54.7 million
tonnes is higher than the
target by 8.4 percent and
last years production of
44.7 million tonnes by
22.6 percent. The cotton
production at 13.0 million
hales has been lower by
about 6.0 percent than
the target of 13.82
million bates, however, it
is close to the 2005-06

oo ovia) 200102 3 X008 00205 20508
production  of 13.02 _ .
million bales. The maize [ =]

production at 3.0 million | Prudent economic policies and wide-ranging structural reforms
tonnes is also lower both | over seven years have transformed Pakistan as one of the fastest
in terms of last year growing economies of the Asian region. In an improved
production of 3.1 million | macroeconomic environment, economy in the last four years grew
tonnes and target of 33 | at an average rate of 7.5 percent per annum. Of particular
million tonnes {Annex importance is the fact that because of better economic policies
2_2), pursued by the Government, actual GDP growth has surpassed
the targets during 2002-03 to 2004-05. During 2006-07, GDP grew
at 7.0 percent contributed by sectoral growth rates of agriculture
5.0 percent, indusiry at 6.8 percent and services sector by 8.0
percent. The respective weights of agriculture, industry and that of
services during 2006-07 in GDP are 20.9 percent, 25.8 percent
and 53.3 parcent respectively.

Real GDP Growth

Manufacturing

A large number of
industrial  items have
shown significantly
higher growth.

“Annual Plan 2007-08, Planning Commission 12

L



Growth, Investment and Savings

Production of sugar, paints & varnishes, cement, steel products, cotton yarn, air-
conditioners, electric motors, coke, bicycles all posted double digit growth. The
cement industry's high growth (18.4 percent) is mainly attributable to enhanced

installed capacity during
the last five years and rise
in local as well as external
demand. Similarly, the
sugar industry recorded a
growth of 46.3 percent
which reflects about 23
percent increase in the
sugarcane production
during  kharif  2006-07.
However, there has been a
decline in the output of

electric transformers,
cotton cloth, paper and
paperboard,  nitrogenous

fertilizers and cigarettes.
The details of industrial and
mineral  production are
given in Annex 2.3.

Services

Box 2.2

Growth in Services Sector

1l
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535
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- - - 50.0
200400 2EC0E 2002-03

I—Targal o Acial -k Share 1

The Services sector continued its momentum of robust growth
in recent years. Most of the time during last seven years, if even
surpasses the targets. The main contributors towards this high
growth have largely been finance & insurance, wholesale &
trade and transpori, storage & communication. The services
sector which accounted for 52.8 percent of GDP in 2005-06 has
increased to 53.3 percent in 2006-07 and remained an
important contributor to Pakistan's economic growth.

The services sector, as a whole, was projected to grow by 7.1 percent. Based on the
growth in value-added in agriculture and manufacturing sectors on the one hand and

increase in imports on the
other, the service sector is
estimated to grow by 8.0
percent, well above the
target of 7.1 percent. The
main contributors towards

this higher than the
targeted growth is
transport, storage &
communications (5.8
percent), finance  and

insurance (18.2 percent),
ownership of dwellings (3.5
percent), public
administration and defense
(7.0 percent) and social,

community &  personal
services (8.5  percent)
sectors. The  services

sector is contributing bulk
of growth in GDP for the
last three years; Box 2.2
gives a snapshot of robust
growth of services sector.

-

Box 2.3

-

Foreign Private Investment
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Confidence of foreign  investors in Pakistan’s economy
stimulated unprecedented increase in foreign investment. As a
result of vibrant economic growth investment climate has
improved significantly and resulted in motivating foreign
investors for long-term investment in Pakistan’s economy. Total
foreign private investment has increased from $475 miliion in
2001-02 to $5.3 billion in July-April 2006-07. FBI during the
same period has risen from $485 million to $4.2 billion with an
annual compound growth of 54 percent. it is expected that by
end of current fiscal year, foreign direct investment would be
around $ 6.0 billion, highest ever in the history of Pakistan.

—J
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Savings and Investment

Total investment for the year 2006-07 was targeted at Rs 1,895.4 billion (21.5% of
GDP) at the current market prices as compared to Rs 1,650.6 billion in 2005-06
(21.9% of GDP). Consistent with the targets identified in the Medium Term
Development Framework {(MTDF 2005-10) total fixed investment was projected at Rs
1,754.4 billion {19.9 percent of GDP). For the year 2006-07 about 72 percent of fixed
investment (Rs 1,260.5 billion) was earmarked for the private sector and 28 percent
for the public sector. The national savings were targeted at 17.2 percent of the GDP.

The provisional estimates indicate that total investment has increased by 21.4
percent to Rs 2003.6 bilfion {23.0 percent of GDP). The fixed investment is estimated
to increase by 21.9 percent 10 Rs 1864.2 billion {21.4 percent of GDP). National
savings are estimated to be 18.0 percent of GDP indicating that about 78 of
investment requirements to be financed by national savings and 22 percent through
external resources. The details of the macroeconomic framework may be seen at
Annex 2.4.

The private sector investment for the year 2006-07 has been estimated at Rs 1,411
billion {16.2 percent of GDP) against Rs 1,172 billion (15.5 percent of GDP) realized
during 2005-06.

The foreign private investment has been an area of outstanding performance. Total
foreign private investment in 2006-07 is expected to be around $7.5-8.0 billion
including $6.0 billion foreign direct investment. During the first ten months of 2006-
07, total foreign private investment with privatization has increased by 56.4 percent to
$ 5.3 billion {FDI $4.2 billion and portfolio $ 1.1 billion) from $ 3.4 billion (FDI $3.0
billion and portfolio $0.4 biflion) over the corresponding period in 2005-06. The
foreign private investment without privatization during July-Aprit 2007 has increased
by 179 percent to $5.2 billion (FDI $4.0 billion) against $1.9 billion {FD! $1.5 billion) in
2005-06.

The countries contributing to FDI are: USA ($ 676.7 million), UK ($ 724.4 million),
UAE ($ 364.2 miliion), Switzerland ($ 157.8 million) and Netherlands ($ 753.4
million). Table 2.1 gives the details.

The major sectors attracting FDI are telecommunications $ 1,360 miltion, financial
business $ 871 million, oil & gas explorations $ 449 million, trade $ 134 million,
thermal power $ 134 million, petroleum refining $ 115 million and construction $117
million. The sectoral distribution of different economic groups indicate that the share
of telecommunications in FDtis (32.7%) followed by financia! business (20.9%), oil &
gas explorations (10.8%), power and trade each fetching 3.2 percent respectively.
Sectoral FDI of the main economic groups is given in Table 2.1.

-—
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Table 2.1 Foreign Direct Investment

{3 Million)
Economic Groups July - April %Change
2005-06 2006-07

Financial Business 2897 871.4 200.8
Telecommunications 1690.8 1359.9 -19.6
Power (thermal} 309.1 134.4 -56.5
Qil & Gas Explorations 243.3 449 .4 847
Trade 108.3 133.9 23.6
Petroleum Refining 24.4 114.6 369.7
Construction 58.7 11714 99,5
Textiles 36.1 49.4 36.8
Personal Services 49.1 73.4 49.5
Food 46.5 15.0 -67.7
All Others 182.2 841.7 362.0
Total 3038.2 4160.2 36.9

Source. State Bank of Pakistan
Annual Plan 2007-08
GDP Growth

Following the strong growth momentum of the last four years, the prospects for
sustained high economic growth in 2007-08 remain excelient. With evidence of a
strong pick-up in domestic and foreign investment, and strong performance of
agriculture, manufacturing and services sector, the GDP growth for the year 2007-08
s targeted at 7.2 percent. The overall investment is projected to be 23.8 percent of
GDP, with private investment taking the lead and public sector investment would
mainly be on developing the physical as well as scientific and technological
infrastructure. The emphasis of the development strategy for the year 2007-08 will be
on achieving high value added in agriculture including livestock and fisheries,
manufacturing particularly engineering goods and services.

Agriculture Sector

Based on the existing performance of major and minor crops, livestock, fisheries and
forestry sub-sectors the agriculture sector is targeted to grow by 4.8 percent in 2007-
08. The main thrust is on increasing agriculture production, including livestock and
fisheries. This growth rate is premised on the expectations of improved water
availability, better water management, improved pest control practices and changes
in the cropping pattern. The agriculture sector will be supported with inputs including
enhanced credit facilities. In the agriculture sector the main thrust wili be on private
sector led development. The government will provide infrastructure and credit
facilities and an enabling environment.

Major Crops

The value added of major crops is projected to increase by 4.5 percent to Rs 415.1
billion compared to Rs 397.2 billion during last year. Cofton production is projected to
increase by 8.8 percent to 14.14 million baies. The production of sugarcane is
targeted at 55.9 million tonnes for 2007-08 compared with 54.7 million tonnes
achieved during 2006-07 showing an increase of 2.1 percent. Rice and maize
production are projected to increase to 5.7 million tonnes and 3.2 million tonnes
respectively. The target for wheat production for 2007-08 has been projected at 24.0
million tonnes higher by 2.0 percent against last year level. The production targets of
different crops are given at Annex 2.2.
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Minor Crops

The value added of minor cCrops is projected to increase by 2.3 percent to Rs 130.8
billion against Rs 127.9 billion of 2006-07.

Livestock

The livestock is projected to grow by 5.7 percent against 4.3 percent increase
realised during the last year. This robust growth in the livestock sector will be
instrumental in achieving the targeted growth of 4.8 percent of agriculture sector.

Fishery and Forestry:

The fishery and forestry sector is targeted to grow by 4.2 percent and 3.5 percent
respectively for 2007-08.

Mining and Quarrying

The mining and quarrying sector is projected to grow by 4.5 percent based on 15.0
percent increase in extraction of natural gas, 10.0 percent in crude oil production and
15.0 percent increase in coal output. Limestone and rock salt are expected to
increase by 8.5 percent and 10.0 percent respectively.

Manufacturing

The manufacturing sector is targeted to grow by 10.9 percent based on the growth
rate of large-scale manufacturing sector (12.5 percent), smali-scale manufacturing
sector (7.5 percent) and slaughtering by 5.0 percent. The main growing industries
would be cement, cotton yarn, paints & varnish, LCVs & cars, air-conditioners, motor
tyres and tractors. The 2007-08 projections of industrial and mineral production are in
Annex 2.3.

Services

Services sector would continue to be the main contributor towards the robust
economic growth for the year 2007-08. The services sector as a whole is projected
to grow by 7.1 percent. The main contributors of value addition in this sector are
transport, storage & communication (5.9 percent), wholesale & retail trade (7.8
percent), finance and insurance (15.0 percent), ownership of dwellings (4.0 percent),
public administration & defence (4.0 percent) and social, community & personal
services (5.0 percent).

The sector-wise GDP details are in Annex 2.1,
Savings and Investment

In order to achieve the targeted growth of 7.2 percent, total investment is projected to
increase by 18.9 percent to Rs 2,381.6 billion from the level of Rs 2,003.6 billion
estimated for 2006-07. Fixed investment is planned to reach Rs 2,221.5 billion
reflecting an increase of 19.2 percent over the investment level of last year. National
savings as a ratio to GDP are projected at 18.8 percent to reach a level of Rs 1,882.8
billion. The emphasis will be on macroeconomic stability so as to keep a balance
among internal and extemal accounts. As far as financing of the targeted investment
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is concerned, it projected that about 79 percent will be financed through national
savings and 21 percent through foreign savings. The current account deficit is
targeted at 5.0 percent of the GDP.

As an outcome of the envisaged economic scenario, the real GNP per capita (at
1999-2000 prices) would increase by 5.6 percent to Rs 37,765 in 2007-08 against Rs
35,753 for the last year. In nominal dollar terms, the GNP per capita is projected to
increase to $ 1028 in 2007-08 against the last year level of $ 926 reflecting an
increase of 11.0 percent.

The details of the Macroeconomic Framework for the Annual Plan 2007-08 may be
seen at Annex 2.4.
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Annex 2.1
Gross Domestic Product
(1999-2000 prices}

2006-07 h 2007-08 2006-07 200708 :

M m | @ M

2005-06

L

1 COMMODITY SECTORS 2,311,060 2,487,635 2,449,227 2,629,751 7.0 6.0 7.4
A) AGRICULTURE 1,043,587 1,102,554 1,095,673 1,148,541 4.5 5.0 4.8
Major Crops 369,180 387,099 397,258 415,135 4.3 76 4.5
Minor Crops 126,471 132,891 127,887 130,828 2.3 14 2.3
Livestock 521,423 550,710 543,698 574,689 5.2 4.3 57
Fishery 15,503 14,752 17,197 17,912 4.0 4.2 4.2
Forestry 10,010 17,101 9,633 9,970 35 -3.8 35
B) INDUSTRY 1,267,413 1,385,081 1,353,554 1,481,210 9.1 6.8 9.4
Mining & Quarrying \oa232 131632 135412 141506 38 58 45
Manufacturing (1+H+1) 923,997 986,594 1,002,072 1,111,071 11.0 8.4 109
1} Large-Scale Manufacturing 653,840 701,173 711,064 799.947 13.0 8.8 12.5
i 8mall & Househcld 205,991 223,095 222,627 239,324 7.4 8.1 75
1) Slaughtering 61166 62326 68,381 71800 25 66 50
Construction 103,750 114,724 121,627 131,357 7.0 17.2 8.0
Electricity, Gas & Water Supply 111,434 152,132 94 443 97,276 3.5 -15.2 3.0
11} SERVICES 2,585,736 2,735,511 2,791 ,494 2,988,302 71 8.0 71
Transport, Storage & 510016 542930 639,348 570954 60 58 59
Communicaticn
Wholesale & Retail Trade 932,994 1,018,467 999,619 1,077,589 8.8 74 78
Finance and insurance 246,633 253,247 291,415 335,427 12.0 18.2 15.0
Ownership of Dwellings 135,820 140,574 140587 146,210 3.5 3.5 40
Public Adminisiration & Defence 295,719 291,911 316,269 328,920 3.7 6.9 4.0
zgg?ééc"mm””“y & Persoral ige554 488382 504286 520501 56 85 50
GDP({fc) 4,896,736 5,223,146 5,240,721 5,618,063 7.6 7.0 7.2
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Annex 2.2
Major Crops and Livestock
Items Units | 2005-06 2006-07 | 2007-08 | 2006-07 | 2007-08 |
3. Targets | Prov. | Targets | :
|1. Kharif Crops
IRice (000 MT) | 5547.2| 5,693.1% 5,438.4] 57205 -20 5.2
Basmati (000 MT) :  2,9204] 26754, 24936 26664 -146 69 !
Others L (000 MT) 2,626.85 3,017.7] 29448 305411 121 37
Bajra | {000 MT) 220.8 230.0; 238.0. 2570 7.8 8.0 |
Maize P(oooMT) . 3,109.6 3,278.8 2,968.3% 3,2209| -45 85 |
Jawar (000 MT) | 152.6 170.0 179.5 188.5| 17.6 5.0 w
Sugarcane (000 MT) | 446655 50,500.0| 54,7415 b5E76.0| 228 21
Cotton (Min Bales) 13.02 13.82 13.00] 141 -0.1 88 |
Il. Rabi Crops |
Wheat (000 MT) © 21,2769 22,500.0! 23,520.2] 24,000.0; 10.5 2.0
" Barley (060 MT) - 875 600, 834 952 47 142
. Gram (000 MT) 4795 706.5§ 842.0; 9320 756 10.7
1_ Sesamum (000 MT) ; 35.1 36.5 30.4] 31.0] -13.4 2.0
Rap. & Mustard | (000 MT) | 171.7] 217.0 148.6! 153.8] -135 35
" Tobacco (006 MT) - 112.6] 102,01 1255 127.1. 115 1.3
HI. Livestock
Milk ' (000 MT) ¢ 31,2940 33,230.0; 33,230.0, 35098.0] 6.2 5.6
Meat | (000MT) | 24190] 3.288.0; 2578.0] 27520 6.6 6.7
:"wOoi I (000 MT) 1 407 412 41.3@ 418 1.2 15
Hides ; (000 No) ©  9.100.0]  8,999.0- 9,600.0i 10,200.0] 55 6.3
" "Skins (000 Nos) ; 45200.0, 48,109.0, 48,000.‘0; 50,8000" 6.2 58

iSources: MINFAL

: Federal Bureau of Statistics.
Planning & Development Division.
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Annex 2.3
Industrial Production
[ : . 2005-08 2006-07 2007-08 : o Change
1 ITEMS UNITS ' Final Targets Provisional Targets 2005-071 2007-08/ )
! i : f H i Estimates | ~005-06 2006-07 f
2 3 4 . 5 : 3] T 3 9

. Paper & Paper Board “poo MT : 476

TNitrogeneous Ferilizer 1000 NT . 2412 | 2588 i 2,407 2523 0.2 : 4.8

| ¢ :Caustic Scda ‘000 MT : : ' 254

. 4gp38 1 51441 48,600 53,200 42 - 9.5

. 10 Paints & Vamish (L oo Lir
23.180 25,500 B2 100

" 12 Petroleum Products “MIn Litr 13203 | 13441 ¢ 13,700 14,385 . 3.8 : 5.0
. 13 :GCement 000 MT " igas3 8980 | o1888 | 25179 184 150

© i 1a Billets 000 MT i 3508 ! - i 3,728 3,828 | 6.3

71 15 | HRICR/Sheets 000 MT 3913 - 4am . ases . 133 50
| 16 Trucks ‘Nos T a5 ! 6086 4,540 5080 ! 0.5 i

i | 17 'Buses Nos ‘ B25 734 | 836 o4 13
T 48 tJeepsfcars ‘Mos B3.114 i 40,273 164450 189100 1 0.8 ;
{ i 18 LCVs Nos © pgsEl | - 32.095 34083 | B85

Ll tbvs
Nos

.1 a0 Tractors 49436 | 58528 | 52804 © 58083 | 6.8 ‘ 10.0
T 21 Air Gonditioners :Nos 363,247 | 284,383 AD5.300 466,090 1 116 : 15.0
. » .Refrigerators 000 Nos ! B2 1004 945 1,080 ' 96 D122
i 23 TV Sets 000 Nos . %66 | 1173 585 1,450 30 15.6
_ 4 Bicycles Q00 Nos ‘ 547 695 | ss0 | 715 158 5.1
| 25 'Eleciic Transformers 00 Nog : a5 | 41 43 45 - 44 4.7
26 Electric Meters 000 Nos 2856 3.868 3700 ¢ 4255 ' 296 ! 150
{27 Coke 1000 MT. i 180 | 180 i 337 . 3535 ! 87.1 : 47
i 28 :Cigarettes Min Nos " g4437 85904 0 63,375 ' 62,003 G ! 2.2
TV o tute Goods 000 MT : 105 104 113 119+ 8.4 : 4.5
. 130 ,Motor Tyres ' 000 Nos © 5966 . 5832 si50 . 7001 34 | a0
a1 ‘Motor Tubes ;000 Nos 7464  _ 7.630 7500 . 8625 | AT . 15.0
- 3  Pig ron/Hot Metals 000 MY 786 | B56 953 saz 210 3.1
1 a3 Shuttles 000 MT . 07 126 25 137 : @8 L 96
i . 34 Electric Motors ‘Nos 92127 - 42,854 Jassz | iasop 118 ! 7.0
35 ‘Power Looms Nos 550 504 550 565 0o 27 ]
' ! a5 TeaBlended Tonnes 53600 85806 85.300 81,610 o7 250
37 [ Liquid Synmps 000 Lir " azgvs | 45519 43000 - 48,300 - 28 10.0
T | a8 Qintrnents 000 Kg wgs . 1216 1,170 1.310 17.2 12.0
" 33 Cooking Oil 000 MT : 226 260 270 295 ' 55 i 93
Vo ; ] . , , : :
B. MINERAL PRODUCTION ' ; i j i .
i .1 GCrude Qil .00 BALS _23.800 " 26,206 ‘ 25500  28.050 85 : 00
. 2 ' Natural Gas MMCFT : 1402 | 1616 1515 1 1743 8.1 i 15.0
i1 a Coal 1000 MT ase8 | 4183 ! 4,600 sz20 ; oo4 ! 5.0
4 ' limestone £000 MT TTisgis | 18500 16500 1700 127 | 85 .
i | 5 iRockSalt Q0D MT C Aq7E 2088 4.855 2450 | 101 i 10.0
! i

L 'Saurce: Federas Bureaue of Statistcs/Compuier Celi, MOIPBSIs !

i ' Mineral Wing, Minisiry of Pefroleum & Natural Resources “ | ' i H
. Mnistryof Industries, Producton & Spediai Innitatves ) i ! : |

MMM
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Annex 2.4
Macroeconomic Framework
{Current Market Prices)
(Rs Billion)
i ltems | 2005-06 | 2006-07 2007-08 | Growth (%) |
| Revised | Targets | Prov. ! Targets | 2006-0712007-08 |
‘GDP (fc) i 7129.2; 8313.3] 82264 9409.5, 15,41 14.4:
{indirect Taxes (Net) T417.00 4947 4896 597.3  17.2 22.0
'GDP (mp) 75470, 8808.0' 8715.8] 10006.8, 15.5 14.8
‘Net Factor income from 1499, 148.7] 160.7 177.7, 7.2, 10.5.
\Abroad ; ‘ | ] i ,
1GNP {mp) © 7696.9' 8956.7° 8876.7] 10184.5 15.3i 147
‘External Resources Inflow 338.0 380.5! 4317 49888 27.7. 15.5.
{(Net) ‘ - ' '
‘Total Resources/Uses . B8034.2: 9337.2] 3308.4| 10683.3! 15.8: 14.8
‘Total Consumption 6384.3° 7441.8) 7304.7¢ 8301.6 144 13.6
‘Total Investment 16506, 1895.4 2003.6| 23816 21.4 18.9
Fixed Investment 15209 17544 18642] 22215 219] 18.2
__;Public 357.9° 4939 4532] 5704 266 259
Private 1172.0° 1260.5 1411.0- 1651.1. 204 17.0
. _iChanges in Stocks i 120.8'  140.9] 138.5| 160.1 15.5; 14.8:
iNational Savings 13126 1514.9] 1571.9] 1882.8; 19.8! 19.8:
-As % of GDP {mp) ‘ , i I : :
Total investment _ 2190 215 230 23.8
. Fixed Investment g 20.3: 192.9] 214 22.2
" Public = 47 56, 52 57
. Private 15.5 14.3 16.2 16.5 !
National Savings i 17.4 17.2 18.0 18.8 .
|External Resources Inflow | 4.5, 4.3 5.0 5.0 5
l(Net) L . | -
Memo ltems : : i . -
\Domestic Saving ; 154] 155, 16.2 17.0 B
linflation i 8.0i 6.5 7.7 6.5 )
‘GNP Per Capita (Rs) 1 4953% 56595 56121 653251 '
‘GNP Per Capita () 827 935 926i 1028
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Chapter

3

Balance of Payments

Pakistan's external sector till FY 2002, suffered from stagnation in export growth,
level of workers® remittances and foreign exchange reserves. However, the sector
started experiencing a significant transformation since FY 2003 as a result of
structural reforms and sustained econcmic growth. The exports showed an
impressive average annual growth of around 15 percent during the period from FY
2003 to FY 2006. Workers’ remittances touched a level of $ 4.6 billion in 2005-06 and
by the end of current fiscal year these are estimated to be $ 5.50 biliion. Similarly,
foreign exchange reserves by June, 2007 are expected to be around $ 14.5 billion
by the end June, 2007. The prospects for sustained high economic growth during FY
2006-07 and over the medium term mainly depend on macroeconomic stability,
market reforms, the privatization program, trade liberalization and export promotion
and improvement in the country’s
physicai and human infrastructure
providing the right environment to

Box 3.1

encourage further investment and
increase in productivity. At the same
time, a strong pick-up in domestic
and foreign direct investment is an
important factor for reducing the
current account deficit of the
economy.

The biggest challenge to sustaining
the growth momentum of Pakistan
economy during the past few years is
from an unprecedented trise in
international oil prices and declining
export competitiveness. Fortunately,
the oil shock receded somewhat
during the later half of FY07, even
though the export growth and
competitiveness remained an area of
concern during the year.
Nevertheless, substantial capital
inflows, especially in the form of FDI
and workers’ remittances provided
the much needed cushion to the
rising current account gap (Box 3.7).

Review of Annual Plan 2006-07

Baiance of Payments

Balance of payments is a statistical
statement that systematically summarizes,
for a specific time period, the economic
transactions of an economy with the rest

of the world. While the balance of
payments  depicts country’s  macro
economic - fundamentals, a ccherent

structure for classifying balance of
payments transactions also facilitates the
process of analyzing recent trends and
making projections. Major components of
the “palance sheet” are the current
account and the capital and financial
accounts. The current account comprises
goods and services, income and current

transfers, while capital and financial
account includes capital transfers and
financial account's major functional

categories such as foreign direct, portfolio
and other investments, reserves build ups,
exceptional financing, etc.

The Annual Plan 20086-07 visualized an increase in the trade deficit mainly on
accaunt of higher growth in imports than in exports. The exports (fob) were projected
at $ 19,797 mitlion up by 20.8 percent from $ 16,388 million (actual) in 2005-06. The
growth in exports were anticipated on the basis of sustained increase in agriculture
and manufacturing sector output, improverient in the overall competitiveness and
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increased market access

anticipated at $ 27.410 million, up by 11.2 percent from

2005-06. The trade

for Pakistan's value added exports. Imports (fob)

$ 24,647 million

(4.5 percent of GDP) during 2005-06.

Exports: According to the
latest data released by the
Federal Bureau of
Statistics, exports during
Juty-April, 2006-07 stood at
$ 13,909 million, up by 3.4
percent from $ 13,457
million during
corresponding period of
last year. The slight
improvement is due to
increase in export receipts

of iextile group (6.2
percent), engineering
goods (6.7  percent),

cement (26 percent), gem
and jewelry (98 percent),
tobacco {47 percent),
basmati rice (18 percent).
vegetables (67 percent),
cutlery (14 percent), onyx
manufactured (6 percent),

and guar and gua
products (6.2%), while
almost all other

important/traditiona! items
have shown & deceleration
during the period under
review. About 82 percent of
the total export items, for
which data on both volume
and price are available,
show a growth of 1.0
percent. The
decomposition  of this
growth into volume and
price  effect reveals @
decrease of 3 percent in
volume and an increase of
4 percent in price. Exporis
{fob) for the full year 2006-
07 are estimated o be

around $ 17.205 million as a

Details are in Annex 3.
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Box 3.2
Competitiveness

According to the Global Competitiveness Report
2006-07, Pakistan's ranking is 91 out of 125
countries surveyed for the purpose. india is at 43
and China at 54. Denmark, Singapore, USA, Japan,
Germany, the Nethertands and UK compete for the
top ten position. Some of the Muslim States have
moved up their ranks such as indonesia 19, Turkey
12, Kazakhstan 8, Qatar 8, Tunisia 7, Morocco B,
Algeria 6, Kuwait 5 and Pakistan 3 ranks as
compared to the 2005 ranking.

A recent World Bank study identifies macro-

sconomic  instability, infrastructure bottienecks
(power, water and transport/trade logistics).
inadequate  supply of quality education/skilled

manpower, weak governance, pockets of high
protection, and poor quality and safety standards as
major constraints to growth and international
competitiveness in Pakistan.

it is agreed by all that Pakistan’s economic
performance in the past remained well below its
potentials and that broader and deeper investment
climate, reforms and a strengthened
macroeconomic framework could propel the
economic revival of past few years to produce a
higher and sustained growth. Macro-economic
stability is strategic for country’s enhanced growth
and competitive prospects. The basic micro-
economic fundamentais of competitiveness are:
» Total factor productivity
e Quality investment environment  {policy,
regutatory and institutional frameworks)
« Eificiencies and competitiveness  at firm
level.
Public and private seciors need to strive hard for
growth and export competitiveness by over-coming
constraints and bottlenecks identified above.

gainst the target (Annual Plan)

were
(actual) in
deficit during 2006-07 was thus projected to be § 7,613 million
against a deficit of $ 8,259 million during 2005-06. The palance on invisible account
was projected to be in surplus to the tune of § 1,325 million as against a surplus of &
2,610 million in 2005-06. The current account deficit was thus projected to increase

to $ 6,288 million (4.3 percent ot GDP) in 2006-07 from a deficit of § 5,649 million

e ———

—_—

of $ 19,797 million.
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Balance of Paymenis

The exports of textile and clothing sector performed below expectations due to
following reasons:

o increased competition in the international market for textile products, high
cost of business in the country, inflation and increasing interest rates in the
wake of tight monetary policy;

« flooding of domestic market with smuggled and under-invoiced imports from
China, Thailand and other countries thus discouraging local industry to reap
economies of scale;

« imposition of anti-dumping duty and abolition of GSP concession in Europe
and an imbalanced custom duty in USA facilitating the substitution of
Pakistani products in the export markets of USA and Europe by China, india
and Bangladesh (the latter due to special preferences having the status of a
least developed country).

» As over 60 percent of total exports of Pakistan originate from textile and
clothing sector, concerted efforts are needed to become a refiable expoiter for
value added textile products. Garment industry, especially women's garments
should concentrate on fashion design for keeping pace with rapidly changing
fashion in the international market. The challenges being posed by regional
countries like China, India and Bangladesh need to be adequately met by
Pakistan’s textile sector, through overcoming constraints of high cost of doing
business, low level of value addition and dynamic marketing strategies for
export of textile goods 1o USA ,EU and other markets (Box 3.2).

Imports: According to the Federal Bureau of Stafistics, imports during July-April
period of 2006-07 have increased by 8.9 percent to $ 24,993 million over the
corresponding period of fast year ($ 22,946 million). They remain well within the
target of 11.2 percent increase set for FY 06-07. The trend increase in imports of
food group (milk cream and milk food for infants, dry fruits, soyabean and palm oil
and pulses), machinery group (power generating machinery,electrical machinery and
apparatus, telecom machinery and equipments, agriculture machinery), transport
group (aircrafts, ships and boats, and motor cycles, buses and trucks), petroleum
group, raw cotton, paper and paper board contributed to this projected increase. The
important items of import which have shown decline during this period include wheat
unmilled (68 percent), textile machinery (35 percent), CUB trucks and buses (23
percent), CKD motor cars (31 percent), fertilizers (49 percent), insecticides {17
percent), gold (58 percent), iron and steel scrap (9 percent) and iron and steel (12
percent). Import items for which data on both volume and prices are available {48
percent of total import item) show a growth of 5.5 percent. Decomposition of this
growth into volume and price effect reveals an increase of 2.8 percent in volume and
2.7 percent in price. Imports (fob) for FY 2007 are estimated at $ 27,112 million.
Details are at Annex 3.2. The details of the trade balance for the last eight years may
be seen in Table 3.1. The Trade deficit is also depicted at Fig. 3.7.
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Table 3.1: Trade Balance

($ Billion)

| Fiscal Year | Exports ' imports | Trade Deficit !
| ' :
[1999-00

Fig. 3.1: Trade Deficit

“——Exports (fob)
~#- mports (fob)
—+—Trade defioit

$ Billion

Invisible Account: During
2005-06, the ~ workers | Fig.3.2: Workers' Remittances
remittances stood at $ 4,600

million, which were 103 6 -
percent higher than $ 4,169

e i 2004-05. The | 8 N

inflow of workers’ | = —
remittances show a rising a 24 W Remitiances
trend during the period July- 0

April of fiscal year 2007 ° '

touching $ 4,450 million as i O AN Id D Xxd

against $ 3,630 million in the | Q*QQ*QQ*Q(;\Q <<-\° @Q(;\Q@Q

corresponding period of the -

last fiscal year, registering an increase of $ 820 million or 22.6 percent. The monthly
average remittances for the July- April period of FY o007 stood at $ 445 million as
compared to $ 363 million during the same period of the last fiscal year (Fig: 3.2).
Remittances for full year 5006-07 are estimated at $ 5,500 million. After allowing for
other invisibles receipts and payments, the invisible, balance is estimated to register
a surplus of about $ 2,787 million in 2006-07 as against a surpius of $ 2,610 million

of last year.
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Current Account Balance: Though the current account deficit will exceed the
budget estimates (4.3 percent of GDP), however, there is an explicit increase in non-
debt creating inflows like foreign direct investment (FDI), home remittances, which
will contain the drain on foreign exchange reserves. With the trade deficit at $ 9,907
million and invisible surplus of $ 2,787 million, the current account deficit for the FY
2007 is estimated to increase to $ 7,120 million (5.0 percent of GDP) from last year
deficit of $ 5,649 million (4.5 percent of GDP). Details are at Annex 3.3

Capital Account: Gross aid disbursements are estimated to register an increase
from $ 2,253 million in 2005-06 to $ 3,548 million in 2006-07. The increase is mainly

shared by increase in project . . .
aid from $ 1,230 million in - Fig. 3.3: Foreign Exchange Reserves

2005-06 to $ 1,316 million in

2006-07 and in program/ 20 7 . T
commodity aid from $ 1,021 5§ 191

million in 2005-06 10 $2,216 £ 07— H W W B B oReconves
milion  during  2006-07. & 5 _wResenves
Allowing for other capital Q-

inflows, the surplus in overall N b oGy &

balance is estimated at $ Q—LQQQJ\Q QAQFL@Q%Q-LQ QAQOQAQQQAQ«

3,021 million in 2006-07 from ) ) i
$ 1,200 million in 2005-06. The incorporation of the transactions of the banking
system will allow a build-up of § 2,694 million in gross foreign exchange reserves
reaching the level of $ 14,535 million, equivalent to almost 28 weeks of imports
(Fig:3.3).

Projections for 2007-08

Trade Account: During 2007-08, exports (fob)” are expected to grow by 10 percent
to $ 18,921 million against $ 17,205 million estimated for 2006-07. Projections of
exporis are based on the following assumptions: (i) an increase in exportable surplus
through increase in agricultural production and manufacturing output, (i)
improvements in the productivity of industrial workforce from technical education
and on the job training, (i) greater market access through bilateral
arrangements, preferential and free trade agreements with regional and other
countries and (iv) improvement in the overall competitiveness of the external sector
by enhancing value addition in the manufacturing sectors. This process will be
accelerated by implementing various measures suggested under the Pakistan Export
Plan 2007-13 (Box 3.3).

Imports during 2007-08 are anticipated to increase moderately by 9 percent due to
higher volume of import of food items, POL., edible oil and fertilizer (Annex 3.2 ). As
a result, the trade account is projected to be in deficit by $ 10,631 million in 2007-08
against a deficit of $ 9,907 million estimated for 2006-07. Details are given at Annex-
3.3.

Invisible Account: Prospects for the invisible balance will continue to be governed
mainly by the behavior of the workers remittances. For 2007-08, remittances are
projected at $ 5,800 million against $ 5,500 million estimated for 2006-07. Allowing
for other invisible receipts and payments, the surplus on invisible account is
anticipated at $ 2,521 miliion against a surplus of $ 2,787 estimated for 2006-07.

* final figure would be announced by Ministry of Commerce in Trade Poiicy.
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Box 3.3 :
Export Plan of Pakistan 2007-13 l
Although during the past eight years Pakistan's exports have more than doubled from $ 7.2 billion in FY |
1999 to $ 16.4 billion in FY 2006, however, presently country's exports are 13 percent of GDP whereas |
indian and Chinese exporis were 16 percentand 40 percent respectively. indian exports are expected t0 |
reach $ 128 billion during 2006-07. I1n 2006 Chinese exports reached o % 969 billion. \
The Prime Minister of Pakistan, while chairing the Federal Export Promotion Board's meeting on July ‘
08, 2008, assigned the task to Depuly Chairman, Planning Comrmission o prepare the Export Plan l
outlining detailed strategy 10 enhance exports from present 13 percent to 15 percent of GDP in next six |
to seven years. in pursuance of this decision, the Planning Commission prepared the Export Plan in |
consultation with the siakehotders from both public and private sectors. The Deputy Chairman, Planning |
Comrnission presented the detailed Export Plan for Pakistan in a high powered meeting chaired by the
Prime Minister on March 06, 2007. He made a detailed review of all major exports, highlighted ‘
constraints impeding exports and presented a strategic framework 10 achieve a quantum leap in exports
from § 16.4 billion in FY 2006 to $ 40-45 billion Dy FY 2013. The strategic thrust 1o achieve the exports ‘
target is focused on:

« Enabling policy environment: The need is of consistency, stability and coniinuity of the
economic poficies. Higher investment in high value added export oriented manufacturing and !
agriculture activities is required. Investment to be encouraged through tax and investment

incentives. State of the art infrastructure and technology support genters are to be established.
Besides, simplification of laws, to ease doing business and puilding strong confidence between |
public and privale sectors would also be needed.

« Human resource development: Raise the skill base and competitiveness by establishing more
technical and vocational training institutes. Capacity of the existing public sector fraining |
institutions to be enhanced. Institutional measures are also needed to strengthen industry [

academia linkages. !_

« Physical, scientific and technological infrastructure: Revamp the existing industrial estates.
The need is to establish and operate new industrial estates / export cities / industrial parks. |
Common Facilitation Centers (CFCs) and dedicated utility services are 10 pe provided, Effluent

\ treatment plants also need to be established. Reconstruction Opportunity Zones {ROZs) are 10 be
i jaunched at the earhest to take advantage of exports from less developed areas 10 the US on ‘
\ preferential terms.

« Logistics chain: Trade and transport logistics chain is to be improved to reduce the cost of doing !
\ pusiness and increase competitiveness.

. Trade facilitation: Trade handling issues along key export corridors in relation to streamlining
procedures and improving services are tc pe addressed to maximize efficiency gains.

« Production of quality products: Production of quality products to be encouraged. National
quaiity standards to pe conformed to the International standards. Accredited labs are to be |
established and strengthened for quality certification. !

. Marketing: Aggressive regional and country specific marketing strategy. Focus shouid be on key |
fast growing markets and export diversification. Efiective trade diplomacy (FTAs | PTAs etc) is
required for market access with particutar emphasis on China, USA, EU, Latin America and CARs

. Trade and social compliances: To ensure WTO and bilateral compliances, sectoral task forces to |
be constituted. They may create awareness and formulate time bound impiementation pian 10 |
address the issues of trade ana social compliances.

Sectoral growth sirategies and targets provided in the Export Ptan to promote core and development !
categories of country's exports were approved by the Prime Minister o be implemented by the
concermed agencies. The key areas requiring investment of $ 65 bilion in the manufacturing sector
include: textile & garments $ 20-23 bitlion, (Spinning $ 4 Bin, Weaving $ 7 Bin, Finishing $ 5 Bin and
Downstream indusiry $ 5 Bin), stee! & engineering goods $ 13-16 pillion, chemical & pharmaceuticals $
5-8 billion, leather & jeather products $ 3-8 billion, sports & surgical Instrurnents % 3-5 biflion, gems &
Jewelry § 2.5-4 billion, marble & granite $ 2-3 billion, rice $ 2-3 billion, fish & fish products $ 1-2.5 billion.
Keeping in view the poiicy recommendations, concerted efforts are needed on the part of both public
and privaie sectors to achieve the desired objectives and goals of the Pakistan Export Plan 2007-13.
Source: Export Pian —Pakistan Inc 2007-13: March 6, 2007, Planning Commission Islamabad
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Current Account Balance: With a deficit of $ 10,631 million on the trade account
and a surplus of $ 2,521 million on the invisible account, the current account deficit is
estimated to close at around $ 8,110 millionin  2007-08 against a deficit of $ 7,120
million in 2006-07.

Capital Account: Gross disbursements are expected to be $ 3,245 million in 2007-
08 compared to $ 3,548 million in 2006-07 largely due to decline in disbursements of
commodity aid. After aliowing for other capital movements, surplius of $ 3,146 million
is likely to occur in the overall balance in 2007-08 as compared to a surplus of $
3,021 million during 2006-07. However, taking into consideration transactions of the
banking system and a build up of $ 2,770 million in foreign exchange reserves, the
gross reserves are likely to reach the level of $ 17,705 million in 2007-08, compared
to a level of $ 14,535 million in 2006-07. Annex 3.3 depicts the detailed balance of
payments position of the country.
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Annex 3.1
Exports
{5 Million)
2005-06 2006-07 2007-08
ltems ciual arge stimate arge
A. Food Group J037.8 2063.9 2299.5
Rice 1157.8 1224.0 1200.0 13310
a)Basmall 474.6 600.0 595.0 856.0
byOthers 67B8.2 624.0 605.0 &675.0
Fish & Fish Preparations 184.3 250.0 200.0 230.0
Fruits 125.5 107.5 119.6
Vegetables 29.3 48.9 54.4
Leguainous Vegetables 777 5.1 57
Tobhacco 6.5 9.5 10.6
Wheat 0.0 0.0
Spices 23.6 24.6 274
Oil Seeds. Nuts & Kemsls 1.1 18.2 20.3
Sugar 23.0 0.0 c.0
Meat & Meat Preparations 20.5 447 407
All other food tems 368.5 405.4 450.9
B, Textile Group 10207.4 10957.1 12289.3
Raw Cotton £8.2 100.0 60.0 100.0
Cotton Yam 1382.9 1700.0 1470.0 1640.0
Cotton cloth 2108.2 2625.0 2025.0 2285.0
Coton Cardes or Combed 1.3 9.4 10.4
Yarn other than cotton yarm 37.0 781 869
Knitwear 175156 1970.0 1¢50.0 2175.0
Bedwear 2038.1 1456.8 2176.6
Towels BB7.6 6028 670.5
Tent, canvas & Tarpuiin 38.8 50.0 60.0 0.0
Ready-made Garmenis 1310.0 1750.0 1445.0 1625.0
Art, Silk & Synthetic Textile 200.3 250.0 525.0 590.0
Madeup Articles {inciud. Qther Tex} 417.9 3800.0 455.4 506.6
Other textile materials 255.6 269.7 333.3
C Petroleum Group & Coal 891.9 825.0 900.1
Petroleum Crude 0.0 0.0 0.0
Petroleumn Producis{Excl. Top Naphta) 372.0 390.0 388.3 429.3
Petroleum Top Naphta 517.4 355.0 436.0 470.0
Sotlid Fuel {Coal) 2.5 0.7 0.8
D. Other Manufactures Group 2831.9 2500.7 2762.9
Carpets.Rugs & mats 257.3 275.0 245.0 275.0
Sports Goods 343.3 355.0 304.3 334.8
a)Footbatis 235.0 196.3 215.0
pIGloves 19.3 57.6 63.8
¢)Others 89.1 50.4 56.1
Leather Tanned 2924 290.0 250.0 280.0
Leather Manufactures 722.6 780.0 5305 578.2
ajLeatner Garmenis 501.8 384.0 425.0
bjLeather gloves 151.8 110.2 112.8
c)Others Leather manufactures 69.3 36.4 40.4
Footwears 145.2 145.0 130.0 145.0
aileather foctwear t14.7 109.0 121.8
b)yCanvas footwear 3.8 2.0 2.2
c)Other footwear 287 19.0 21.1
Surgical Goods & Medical Instrurnents 163.1 170.0 1350 150.0
Cutlery 343 39.0 434
QOnyx Manufactured 135 14.4 16.0
Chermicals And Pharm. Products 432.8 470.0 3750 410.0
a) Fertilizer Manufactured 53 0.2 0.2
b) Plastic materia!s 144.5 1116 117.0
c) Pharmaceutical Products B2.9 748 83.2
dy Other Chemicals 200.2 188.4 208.6
Engineering Goods 218.8 2050 238.7 264.8
a) Electric Fans 17.3 223 24.0
by Transport equipments 15.7 20.7 23.0
¢} Other Electrical Machinery 223 22.6 25.2
dj Machinery Spegciali. for paticuiar indus. 27.4 31.8 35.4
e) Auto Parts 16.3 213 28.7
{j Other Machinery 1178 120.0 133.5
Gems 5.1 6.3 7.0
Jewetiary 16.9 372 41.4
Furmiture 1.0 10.5 11.7
Molases 43.6 27.4 30.5
Hand: Craits 2.4 4.1 4.5
Cement 104.0 130.8 i45.5
Guar & guar products 18.5 22.4 24.9
€. All Others 482.0 933.2 969.2
Total Exports (A-E) | 164510 20119.0 172800 | 192210 |
Exports (fob} | 16388.0 19797.0 17205.0 1 18921.0
Solrce: Federal Bureau of Statistics
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Annex 3.2
Imports
{$ Million)
2005-06 2006-07 2007-08
tem Actual Target | Estimate Target
A. Food Group 20441 1888.2 1761.2
Milk & Gream Ingluding milk for infants 42.2 57.8 83.1
Wheat Unmifted 132.8 42.0 459
Dry Fruits 57 8 719 78.5
Tea 2228 218.7 23889
Spices 52.8 538 58.9
Soyabean Oil 21.8 22.0 40.0 49.0
Palm Oil 7173 770.0 870.0 922.0
Sugar 623.3 5500 255.0 0.0
Puises 173.8 2791 3049
B. Machinery Group 4393.6 4941.2 5398.6
Power Generating Machinery 511.8 731.2 798.9
Office Mach. Inci. Data Proc. Equip. 2036 319.0 348.5
Textile Machinery 817.2 532.5 581.8
Censtruction & Mining Machinery 190.1 1876 205.0
Eleclrica! Machinery & Apparatus 5087 886.6 750.1
Telecom 18310 22765 2487 3
A. Mobile Phone 765.9 980.4 1071.2
B Other Apralus 1165.1 1296.1 141861
Agricultural Machinery & Implements 1414 207.7 227.0
C. Transport Group 2228.6 2436.9 2662.5
Road Motor Vehicles Build Unils CKD/SKD 1667.1 1464.7 1600.3
cBU
A. Buses, Trucks & Oth. Heavy Vehicles 169.4 1384 151.2
B. Motor cars 3184 3361 367.2
C. Motor cycles 1.7 26 23
CKD/SKD
" A, Buses, Trucks & (ith. Heavy Vehicles 159.9 1725 188.5
B. Motor cars 560.6 407.7 4455
C. Motor cycles 421 452 49.3
Parts 2823 307.3 335.8
Others 143.0 54.9 60.0
Aircrafts, Ships and Boats 462.6 8454 1032.9
Other Transport Equipmenis 78.8 26.8 293
D. Petroieum Group 66748 7230.0 7286.0 73485.0
Petroleum Products 2880.8 3536.0 3195.0
Petroleum Crude 37840 4545.0 3750.0 4200.0
E. Textile Group 965.8 12108 132341
Raw Cotion 4200 6717 733.8
Synthetic Fibre 260.7 2447 2673
Suynthelic & Arificial SitkYam 237.4 238.4 260.5
Worn cicthing 47.7 ) 56.2 61.4
F. Agri. & other Chemi. Gr. 2151.2 2035.4 2342.5
Ferilizer Manulactured 681.7 653.0 360.0 512.0
Insecticides 113.8 g5.2 104.0
Plastic Materials 1020.2 1153.2 1260.0
tedicinal Products 3356 4270 466.5
G. Metal Group 2419.4 19461 21263
Gold 566.7 2387 260.8
Iron and Steel Scrap 363.2 328.9 3594
Iron and Steel 13671 11979 1308.8
Aluminium Wrought & Worked 1224 180.6 187.3
H. Miscellaneous Group 586.2 667.5 729.3
Rubber Crude Incl. SynthiReclaimed 104.1 112.3 122.6
Rubber Tyres & Tubes 1553 153.4 167.6
Wood & Cork 376 422 45.%
Jute 42.4 482 52.6
Paper & Pager Board & Manuf. Thereof 256.8 3114 340.3
1. All Dthers 5376.3 7152.7 8563.6
Total Imports{ A-l) 26850.0 29830.0 29565.0 32302.0
imporis {fob} 24847.0 27410.0 27112.0 28552.0
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Annex 3.3
Balance of Payments
$ Million
2005-06 2006-07 2007-08
Items Actual Target | Estimate Target
TRADE BALANCE -8259 -7613 -9907 -10631
Exports {fob) 16388 19797 17205 18921
Imports (fob) 24647 27410 27112 29552
INVISIBLES BALANCE 2610 1325 2787 2521
Services (net) -7304 -7700 -8338 -9249
Invisibles Receipts 4718 4570 5024 5090
Invisibles Payments 12022 12270 13362 14339
Freight & Insurance 2203 2520 2453 2750
Public & Guaranteed Debt 664 655 679 729
Others 9155 9095 10230 10860
Private Transfers 9914 9025 11125 1770
Remittances 4600 4500 5500 5800
F.C.A.(Resident Pakistanis) 312 400 100 120
Others 5002 4125 5525 5850
{ Of which purchases )
CURRENT ACCOUNT BALANCE -5649 -6288 -7120 -8110
% of GDP 4.5 4.3 5.0 5.0
Long term capital (net) 4642 4475 8715 8949
Gross Disbursemenis 2253 2737 3548 3245
Project Aid 1230 1600 1316 1734
Programme /Commodity Aid 1021 1137 2216 1509
Food Aid 0 0 12 0
Afghan Refugees Assistance 2 0 4 2
Grant pledges 610 450 288 316
Other official capital 60 0 189 200
Amaortization 1059 1072 970 1112
Other(incl. Private long term /Sh. Term capital {net) 2778 2360 5660 6300
Errors & Omissions (net) 253 0 -250 0
BAL. REQ. OFFICIAL FINANCING -754 -1813 1345 839
Official assistance & debt reiief 1954 3700 1676 2307
Debt relief including pricipal and interest 0 0 0 0
Medium/short term capital (net) -83 0 -185 359
Other short term asssts/liabifities 49 0 25 30
FEBC, DBC. &Bonds 458 700 1456 937
privatization proceeds 1540 3000 380 981
OVERALL BALANCE!

NET FOREIGN ASSETS 1200 1887 3021 3146
IMF (net) -143 -156 127 -166
Purchases/Drawing 0 0 0 0

Repurchases /Repayments -143 -156 127 -166
Repayment of deposits 0 ¢ 0 0
Banks foreign currency deposits -18 40 75 80
Qutstanding export bills -364 -200 -275 -290
CHANGES IN RESERVES (Net) 675 1571 2694 2770

RESERVES position inc. FE-25 deposits 11471 13977 14535 17705
RESERVES position excl. FF-26 deposits & swap 10765 13127 13745 16905
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Fiscal and Monetary Developments

With a view to laying a solid base for sustainable economic growth, higher
investment and improved levels of productivity, wide-ranging fiscal reforms and
stabilization measures were introduced in the last seven years. On the revenue side,
comprehensive tax and tariff reforms are backed by improved tax administration. The
driving philosophy behind the reforms relates to reducing the tax rates and
broadening the tax base by netting the hitherto untaxed or under-taxed sectors. At
the same time it aims at shifting the incidence from imports and investment to
consumption and income. The reduction in tax rates is intended to stimulate
production and investment on the one hand, and promote voluntary tax compliance
on the other. On the expenditure side, tight expenditure policies were pursued. The
rationalization of current expenditure has substantially reduced the wasteful
expenditure and resulted in creating the fiscal space which finally helped to increase
the size of development allocations for social and pro-poor sectors.

The government successfully contained the growth of wasteful expenditure. Various
economy measures and strict discipline and control enforced on non-development
expenditure resulted in rationalization of public expenditure. Both the revenue as
well as expenditure measures led to lower fiscal deficit thus lending stability to the
economy. The above measures resulted in lowering the overall fiscal deficit from 5.4
percent of GDP in 1999-00 to 4.2 per cent in 2006-07.

Fiscal Policy

The Medium Term Development Framework (MTDF) (2005-10) envisages an
integrated approach to development. The MTDF proposes an appropriate mix of
policy measures in the area of revenue collection and taxation. Budgetary policy in
coordination with monetary and exchange rate policies have been implemented for
improving quality of life and living standards. The policy stance in the area of revenue
collection and reform in taxation system led to generation of sufficient funds for
enhancing the share of social, economic and community services and poverty
reduction programs. The MTDF in the last two years has achieved most of its
objectives.

The fiscal accounts of the government considerably improved in recent years.
Revenues are buoyant, expenditures are rationalized. Revenue deficit is eliminated
and public debt and fiscal deficit are at sustainable level. A milestone has been
established by setting the unprecedented level of Public Sector Development
Program (PSDP) of Rs 435 biltion (4.9 percent of GDP) in 2008-07 from Rs 89.8
billion (2.2 percent of GDP) in 2000-01. Higher development expenditures were
made in social and physical infrastructure sectors.

The trends in total government expenditure, total government revenue and overall
fiscal deficit as percentage of GDP show a continuous decline. The overall deficit at
8.8 percent in 1990-91 came down to 4.2 percent of the GDP in 2008-07. This
decline in fiscal deficit is due to faster increase in total revenue {34 percent per
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annum) as compared {0 relatively slow increase in total expenditure (29 percent per
annum). Details are given in Figure 4.1.

Figure 4.1: Trends in Government Expenditure, Revenues and Fiscal Deficit
(% of GDP)
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Source: Statistical Supplement Pakistan Economic Survey 2005-06

The trends in government revenue collection i.e. total revenue; tax revenue and non-
tax revenue are reflected in Figure 4.2. An analysis of the trends suggests that total
revenue, tax revenue and non-tax revenue since 2000-01 are respectively hovering
around 13-14, 9.5-10.5 and 3-4 percent of the GDP. Non-tax revenue however,
dipped to 3.1 percent of GDP in 2006-07.

Figure 4.2: Trends in Revenue Collection
(% of GDP)
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The total expenditure on an average remained around 18 percent of GDP during
2000-07, current expenditure decreased and that of development outlay as a
percentage of GDP increased during this period. Development expenditure after
falling from 2.5 percent in 1999-2000 to 2.2 percent of GDP in 2001-02 increased
gradually to 4.9 percent in 2006.07 (Figure 4.3).
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Figure 4.3: Trends in Government Expenditure

(% of GDP)
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Source: Statistical Supplement Pakistan Economic Survey 2005-06

In the last seven years, the pro-poor expenditure has increased rapidly from Rs 180
billion {4 percent of GDP) in 2000-01 to Rs 464 billion (6 percent of GDP) in 2005-06.
The public expenditure on social sectors has also risen from Rs 103 billion in 2001-
02 to Rs 228 billion in 2005-06 reflecting an increase of 22 percent per annum. As a
resuit, poverty has declined significantly from 34 percent in 2001 to 24 percent in
2005. Unemployment rate has declined from historically high level of 8.3 percent in
2001-02 to 6.2 percent in 2005-06 and social sector indicators have improved in
recent years.

Fiscal Developments 2006-07

The consolidated budget for 2006-07 aimed at maintaining the fiscal deficit at 4.2
percent of the GDP. The government revenues have been estimated to rise by 7.0
percent from Rs 1087 billion to Rs 1163.0 biliion in 2006-07. The resource
mobilization through taxes is estimated to rise from Rs 441.6 billion in 2000-01 to Rs
885.7 billion in 2006-07

The government expenditure in 2006-07 is astimated to increase by 114.0 percent over
the expenditure incurred in 2000-01 from Rs 717.9 bilion 1o Rs 1536.6 billion. The
expenditure on Public Sector Development Program (PSDP) financed from the budget
is estimated 1o increase by 384.0 percent from Rs 89.8 billion in 2000-01 to Rs 435.0
billion in 2006-07.

About 54 percent of the estimated fiscal deficit of Rs 373.5 biflion for FY 2006-07 will be
financed by domestic borrowing. Of the internal financing of Rs 201.7 billion, the bank
borrowing is estimated at Rs 140 bilion and the non-bank borrowing including
privatization will be Rs 61.7 billion. The external borrowing (net) is estimated at Rs
171.7 billion.

The implementation of the 2006-07 Budget indicates that the target of government
revenue and expenditure would be met. The tax collection by CBR is expected to be
higher than the target, fixed at Rs 835.0 billion for the year.

During July-April 2006-07, the CBR collected Rs 646.9 billion as against Rs 547.0
billion during corresponding period of 2005-06 up by 18.3 percent. It constitutes 77.5
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percent of the full year target of Rs 835.0 billion. The increase in CBR taxes mainly
comes from the direct taxes. The coliection under this head amounted to Rs 249.3
billion during July-April, 2006-07 against Rs 167.6 billion collected during July-April,
2005-06 showing an increase of 48.8 percent. Under indirect taxes an amount of Rs
297.6 billion has been collected during July-April 2006-07 against Rs 379.4 billion
collected during the same period In 2005-06, showing an increase of 4.8 percent.
Within the indirect taxes, the main increase is in federal excise (17.8 percent)
followed by sales tax (6.2 percent). The ratio of direct to indirect taxes which was 44
percent in July-April 2005-06 has increased to 62 percent in July-April 2006-07. This
implies that the tax structure is moving towards better and progressive direction.
Trends in tax collection since FY01 are reflected in Figure 4.4, while details of CBR
revenue collection are given in Table 4.1 below.

Fig: 4.4: Trends in Tax Collection
(% of GDP}
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Table 4.1: FEDERAL TAX COLLECTION BY CBR
(July — April, 2006-07)

(Rs billion)
!\ | Collection | Collections |
Heads | 2005-06 (zfgfs;gzs) July —Aprl a5 % of full |
2006-07 | 2005-06 | . ° year target
ange
Direct Taxes 224.6 264.7 2493 167.6 48.8 94.2 |
Indirect
Taxes 4879 570.3 397.6 379.4 4.8 69.7
Sales Tax 294.8 343.8 2427 228.5 6.2 70.86
Federal
Excise 55.0 69.0 53.5 454 17.8 77.5
Customs 138.3 157.5 101.4 105.5 -3.9 64.4
Total: 7125 | 8350 | 6469 547.0 183 | 775 |

Source: Revenue Division/CBR
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Box 4.1 Tax Administration Reform Program (TARP)

To build a modern tax system and an effective tax administration in Central Board of
Revenue (CBR) that facilitates and improves voluniary tax compliance and to
increase tax revenues by improving the effectiveness, responsiveness and efficiency
of the tax administration through institutional and procedural reforms.

Therefore the initiatives under the Tax Administration Reform Program (TARP)
include, inter alia, the implication of universal self-assessment, creation of a
functional organization, building of a taxpayer service function, use of modern work
layout for conducting tax administration, creation of database for management
reporting, audit selection, stalistical analysis, and automation in CBR and its field
formations. The following actions have been completed by CBR so far.

e One Large Taxpayers Unit {LTU), was set up in Karachi on 1% July, 2002.
Anocther LTU was also established in June, 2005. All the federal domestic
taxes administered by the CBR are being dealt under one roof in LTUs. This
is a giant step towards facilitation of the taxpayers. Similarly, to address the
issues of medium and small income taxpayers, an MTU at Lahore was
established. Acknowledging the success of the MTU Lahore, five more MTUs |
at Rawalpindi, during 2005 and 2006. As indicated earlier, these six MTUs |
Regional Tax Offices (RTOs) to be established during 2006 and 2007. The |
nine additional RTOs will be located at Hyderabad, Sukkur, Multan, Lahore.
Gujranwala, Sialkot, Islamabad, Sahiwal and Abbottabad.

e FElectronic Compliance Mechanisms filing of statements of withholding taxes
has been routed through electronic media at LTU, Karachi.

e A Custom Adminisiration Reform Project (CARE) to modernize customs |
clearances. In this regard, a pilot project was launched in April, 2005 by the
Prime Minister of Pakistan. The program shall be rolled out at 11 Model
Customs Collectorate during FY06-07 and FY07-08 including four regional |
hubs. ;

e Sales Tax Automated Refund Repository (STARR) software has been
developed which has streamiined the process of issuance of sales tax
refunds. The system has been upgraded and now refunds claims are
processed through Risk-based Refund Analysis System (RRAS).

With the introduction of @ modern tax system backed by state-of-the-art information
management system, it is expected that the objectives of raising direct tax collection
and improvement in tax/GDP ratio would be achieved.

Source: CBR Year Book 2005-06

H

Monetary and Credit Policy

The major objectives of monetary and credit policies are to keep monetary expansion
commensurate with the expansion of real economic activity, contain inflationary
pressure to a reasonabie level and to cater to the credit needs of the priority sectors. To
achieve these objectives, financial sector reforms by the Government aim to correct the
distortions implicit in the administered structure of rates of return on various financial
instruments, to ensure availability of adequate credit to the private sector, to facilitate
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the productive sectors, t0 enhance competition and efficiency in the financial system
and to strengthen the supervisory role of the State Bank of Pakistan. Since 1999-00 a
number of prudential measures improved the efficiency of the financial institutions,
enhanced the recovery of defaulted loans and restructured public sector banks in terms
of organizational strength and branch network.

Review of Credit Plan 2006-07

The Credit Plan for the fiscal year 2006-07 envisaged growth in money supply (M2)
at 13.5 percent (Rs 459.9 billion), which was based on the assumption of a GDP
growth target of 7.0 percent and inflation rate target of 6.5 percent for the year. The
net domestic assets were estimated to grow by Rs 450 billion or 13.2 percent. The
credit to government sector for budgetary support was targeted at Rs 120 hillion and
credit to private sector at Rs 390 billion. The net foreign assets of the banking
system were envisaged to exert an expansionary effect to the tune of Rs 9.8 billion.

The monetary expansion during July 1, 2006 to May 12, 2007 stood at  Rs 477.9
billion (13.99 percent) as against the full year target of 13.5 percent and an
expansion of 12.1 percent during the corresponding period for 2005-06. Although, the
overall money supply growth is higher than the corresponding period of the 2005-06,
it is, however, showing significant declining trend since 2005 due to tight monetary
policy. (Fig 4.5).

Fig: 4.5 Growth Rate of Money Supply
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The government borrowing for budgetary support has already crossed the full year
limit by 77 percent. This expansion (Rs 212 billion) is 188.6 percent higher than the
expansion taking place in the corresponding period of 2005-06. Demand for the
private sector credit during the first ten months shrunk by 22.5 percent to Rs 263.4
billion as against Rs 339.9 billion during the corresponding period last year. The
expansion in credit to private sector is 67.5 percent of the annual target. The net
foreign assets expanded to the tune of Rs 88.2 billion as against Rs 43.8 billion
during the corresponding period tast year. This is due to rising foreign investment
inflows and a record level of remittances ($ 4.45 billion) from Pakistanis abroad
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during July 06-April 07. Details of Credit Pian for 2006-07 and its implementation
during 1st July 2006 to 12" May 2007 are given in Table 4.2 below.

Table: 4.2 Credit Plan and its Implementation

(Rs Billion)[
. Implementation .
CF[f;::t 1 J:II)F() 06 | 1 Jtuiy 05 |
o o
2006-07 12-May-2007 P | 13-May-06
1. Government Sector (atb+c) 130.1 185.5 63.9
a) Net Budgetary borrowing 120.1 212.0 73.5
b) Commodity Operations o 10.0 -26.4 -8.9
¢} Others - -0.1 0.7
. Non-Government Sector (a+h+c} 395.0 274.0 344.0
a) Credit to Private Sector 390.0 - 263.4 339.9
b) Credit to PSEs including
, 5.0 10.2 5.4
Autonomous Bodies
c) Other Financial institutions ) 0.4 13
(SBP credit to NBFls) '
iil.  Other Items (Net) 150 —09.8 235
IV. Net Domestic Credit Expansion 450.1 389.7 314.4
V. NetForeign Assets 9.8 _88.2 _43.8
VI. Monetary Expansion 459.9 477.9 358.2
{% Change) (13.46%) {13.99%) (12.08%)

P: Provisional
Source: State Bank of Pakistan

The banking spread (average lending rate minus average deposit rate) increased
from 7.15 in July 2006 to 7.5 percent in December 2006. Although it declined to 6.63
percent in Mach 2007 but it is still very high and has negative implication for domestic
savings.

inflation

The rate of inflation (CP!) for the year 2006-07 was targeted at 6.5 percent this target
is to be achieved by adequate supply of essential commodity items and tight
monetary policy to ensure price stability. Based on July — April 2006-07 data, the
annualized rate of inflation is 7.9 percent as against 8.0 percent during the
corresponding period last year. It is estimated that the rate of inflation for year 2006-
07 at around 7.7 percent will exceed the target.
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Box 4.2 B

Salient Features of SBP Monetary Policy Statement |

January-June 2007 ‘

Monetary policy measures adopted in July 2006 augmented the earlierg

tightening stance adopted by the State Bank of Pakistan and reduced year on 1
year core inflation (Non-Food Non-Energy — NFNE) to 5.5 percent by

December 2006 from 7.4 percent a year earlier. However, the headline |
inflation remained stubbornly high at 8.9 percent by December 2006. |

1
e Although non-food inflation declined to 6.2 percent, acceleration in food\!
inflation to double-digit levels offset the downward trend in headline inflation. l

|

|

e The impact of monetary tightening is visible from an upward movement in
Monetary Conditions Index (MCI) during H1-FY07.

e In line with its dual objective of balancing growth and price stability, monetary |
policy has also supported economic growth by ensuring effective liquidity |
management and by providing adequate and timely concessional credit to |
priority sectors. Specifically, the liberal access of concessional Long-term ‘\
Financing for Export Oriented Projects (LTFEOP) offered by SBP and reduced |
rates on Export Finance Scheme (EFS) were helpful in keeping the textile \
industry’s growth prospects intact. i

e While keeping the average weekly cash reserve requirement the same as I
before (3 percent for time and 7 percent for demand liabilities), SBP is |
increasing daily minimum requirements to 2 percent and 6 percent for the time |

and demand liabilities (from earlier levels of 1 percent and 4 percent)“
'l
1

|
|
b

respectively.

e The key challenges facing the Pakistan economy remain the same as wefe at |
the beginning of FYQ7. In particular, (a) while inflation is likely to ease further, it l
may remain above the 6.5 percent target for FYO7 uniess some additional
administrative measures are taken to reduce food inflation; (b) international ;
commodity prices may exert pressure on domestic inflation; (¢) reserve money
growth is increasing, because support to the textile sector which is backed by |
SBP refinancing; (d) expansionary fiscal stance coupled with occasional |
upsurges in borrowings from SBP and the uncertainty created by financing mix |
of the deficit is posing difficulties for the conduct of monetary policy; and (e} |
burgeoning external imbalances continue to pose a challenge. \

e SBP will continue to pursue its existing tight monetary policy during thel
L remaining half of FYQ7. It will, however, remain vigilant of the developments in ‘

the economy and take corrective actions, if warranted.
Source: State Bank of Pakistan

Food & beverages (10.2 percent), fuel and lighting (9.7 percent), Medicare (9.1
percent), house rent (7.4 percent), education (7.2 percent), house hold furniture and
equipment (6.8 percent), apparel, textile and footwear (4.8 percent), cleaning,
laundry & personal appearance (4.2 percent) and transport and communication (3.1
percent) contributed to the increase in CPL

o
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The price changes measure by various indices is summarized in Table 4.3.

Table 4.3: Changes in Price Indices (2000-01=100)

(% Change)
Indices July-April
2005-06 2006-07

Consumer Price index (CPI-374 items) 8.0 7.9

Food Inflation 7.0 10.2

Non-food Inflation 8.8 6.2
Wholesales Price Index (WPI-106 items) 10.3 6.9
Sensitive Price indicator (SPI-53 items) 6.6 11.1

Source: Federal Bureau of Stalistics

During July-April 2006-2007 food inflation witnessed an increase of 10.2 percent as
compared to food inflation of 7.0 percent in the corresponding period 2005-06. The
higher food inflation is mainly due to upward shift in the prices of essential items like
vegetables, edible oil, pulses, pouitry, fresh milk and fresh fruits.

The non-food inflation rate in July-April 2006-07 is 6.2 percent as against 8.8 percent
in the corresponding period last year. The non-food inflation in July-April 2006-07
exhibits slow increase in its sub-groups of Transport & Communication (3.2 percent)
and house rent (7.4 percent) relative to the corresponding period last year.

Figure 4.6 explains the trends in Consumer Price Index (CPl), food & non-food
inflation over the years.

Fig 4.6: Trends in CPI Inflation, Food & Non-Food Group
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Figure 4.7 depicts the share of food and non-food groups’ inflation in CP! inflation.
The share of food inflation is rising with the exception of 2006.

Figure 4.7: Share of Food & Non-Food Group in CP! Inflation
(Percent)
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Box 4.3 Comparative Prices in Neighboring Countries .

Pakistan prices of essential  commodities compares favourably with the prices of |
neighbouring countries. Pakistan is still relatively cheaper country in the region. i
i

Value in Pak Rs/Kg. |
ltems Isiamabad Dhaka New Delhi Colombo Kabul

Beijing %

“Wheat 12.1 21.4 227 35.0 18.8 16.0 !
Wheat Flour 13.6 23.1 227 35.0 20.0 156 ¢
Rice Basmati Broken 32.8 62.3 31.2 64.0 62.5 .
Masoor Pulse 49.3 62.3 54.0 38.0 62.5 -
Mash Pulse 76.9 62.3 76.7 38.0 100.0 - .
Moong Pulse 59.5 62.3 824 38.0 75.0 -
Gram Pulse Washed 441 53.4 56.8 38.0 62.5 -
Sugar 32.8 33.8 256 40.0 35.0 45.0

Beef 133.8 151.3 71.0 166.0 200.0 181.0 |
Mutton 260.0 200.3 243.0 262.0 275.0 189.0 |
Farm Chicken 77.0 89.0 127.8 146.0 093.8 1140 |
Potato 7.8 13.4 14.2 39.0 310 420 |
Onion 24.3 19.6 17.0 24.0 34.0 55.0 \
Tomato 37.0 14.2 . 63.0 |

Red Chilies Powdered 131.9 71.2
Source: Ministry of Commerce
3 May 2007.

In order to keep close vigilance, the Economic Coordination Committee of the
Cabinet (ECC) regularly reviews the prices of essential items. The provincial
governments have been asked to take necessary measure to stabilize the prices. In
addition the efforts have been made fo improve the supply position of food items
either through raising production or through increased imports to put downward
pressure on general price level in the coming months.

I //
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Annual Plan 2007-08

Fiscal Policy

The main thrust of fiscal policy during the year 2007-08 would be on strengthening
the reforms in tax system and tax administration to further broaden the tax base at
the federal, provincial and district governments level, improve the tax compliance and
minimize tax evasion, The main objective of policy would be to allocate adequate
resources for development activities particutarly for pro-poor expenditure in
conformity with the Fiscal Responsibility and Debt Limitation Act, 2005 to achieve
projected economic growth of 7.2 percent and further reduce unemployment and
poverty and improve social indicators.

Monetary Policy

The monetary expansion for the year 2007-08 will be in line with the projected GDP
growth of 7.2 percent and CPI inflation of 6.5 percent. The State Bank of Pakistan
will continue to follow tight monetary policy to curb the inflationary pressures.

Inflation

A lower level of inflation is a key component of stable macroeconomic environment.
Determined efforts will continue by the Government to bring it down during the fiscal
year 2007-08 and beyond. The target rate of inflation (CPI) during 2007-08 is set at
6.5 percent. Reduction in the rate of inflation will be achieved by tight monetary
policy and increased supply of essential items.
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Chapter

5

Public Sector Development Program (PSDP)

Public investment is made for provision, expansion and modernization of socio-
economic infrastructure, employment generation, poverty reduction, good
governance, removing regional disparities and improving quality of life of the people
both by the Government entities and public sector corporations. For this purpose, the
funds are aliocated by the federal, provincial and local governments to development
projects and programs, as per fiscal space available with the govermment, in the
national budgets. The public sector corporations mobilize their own resources.

The Public Sector Development Program (PSDP) is the main instrument for providing
budgetary resources for development projects and programs. As a percentage of
GDP, the PSDP has declined sharply from 7.5 percent in 1991-92 to 2.5 percent in
1999-2000 (Figure 5.1). By continued efforts of the government through strong
economic management, sufficient fiscal space has emerged which led to the stability
of macro-economic framework. Through consistent increase in the PSDP size, a
level of 4.3 percent of GDP has been achieved in the year 2006-07. The MTDF
emphasizes greatly on PSDP and seeks to increase the PSDP as a percentage of
the GDP from 3.1 percent in 2004-05 to 6.3 percent by 2009-10. '

Figure 5.1 PSDP/GDP Ratio
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Review of the PSDP 2006-07

The PSDP 2006-07 was approved by the National Economic Council (NEC) in its
meeting heid on May 31, 2006 at Rs 385 biliion (4.3 percent of GDP) with a Federal
Program of Rs 270 billion, including foreign assistance component of Rs 36.5 billion

.
EJ\!
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and an operational shortfall of Rs 20 billion thus reducing the PSDP/GDP ratio from
4.3 percent to 4.1 percent. :

The allocations of the federal program included Rs136.6 billion (50.6 percent) for
infrastructure development sectors i.e. highways, railways and ports (Rs 43.1 billion),
energy i.e. power, generation, distribution and fuel (Rs32.0 billion) and
augmentation of water resources (Rs 50.0 billion). Social sectors were allocated Rs
126.4 billion (46.8 percent) including Rs 34.4 billion for Special Development
Programs and Rs16.2 billion for Special Areas Development Program. An amount of
Rs 7.3 billion (2.7 percent) was allocated to production sectors (agriculture, industry
and minerals).

Realizing the development needs of the provinces, it was assessed that the
provinces would spend Rs 115 billion through their ADPs. However, in view of
additional resource availability with provinces, the actual size of their ADPs was
somewhat higher.

Khushhal Pakistan Program (KPP-I & II) initiated in 2002-03 also continued during
2006-07 with higher allocations. KPP-l received an allocation of Rs 4.4 billion during
2006-07. The schemes under this program are spread over all the provinces and in
FATA to supplement government's efforts towards poverty reduction. Development
projects, dentified by the legislators such as roads, electricity, gas.
telecommunications, education, health, tractor hours, water supply and sanitation
schemes were financed through the Program. Purchase of tand for development
schemes was not allowed 0 be financed from this program. No non-development
expenditure such as payment of salaries, hosting of functions was financed from this
program.

Similarly, to improve the quality of the life and create employment opportunities
especially in the rural areas, additional fast maturing schemes retating to roads, gas
supply, water supply and electrification were financed under Khushhal Pakistan
Program —!l. The allocations for this program were enhanced to Rs 20 billion during
the current year. The government is committed to reduce the sufferings of the
common man therefore, Khushhal Pakistan Fund was enhanced to Rs 10 billion to
be spent through District Governments on schemes relating to roads, water supply,
sanitation, income generating activities, health and education for the betterment of
the poor.

The NEC authorized the Pianning Commission to make adjustment, if needed, within
the approved size of the program to accommodate impartant projects on the basis of
quarterly reviews. The NEC also approved that these adjustments would be
exempted from complicated procedural formalities and funds released expeditiously
to reach the project directors.

In pursuance of the above decision, the Planning GCommission carried out quarterly
reviews of the development projects included in the PSDP 2006-07, in October, 2006
(1% quarter), January, 2007 (2™ quarter) and April, 2007 (third quarter) with the
Principal Accounting Officers (PAOs) of all the Ministries/Divisions. 1t was
emphasized in such meetings that the Ministries/Divisions and executing agencies
must ensure that projects are completed on time, within the approved cost and
project objectives are fulfiled to avoid cost and time overruns to achieve maximum
benefits from the public investment.
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A properly streamiined system of releases linked with the approved cash plan
introduced during 2004-05 also continued during 2006-07. This resulted in speedy
utilization of allocated/released amount and pro-active involvement of PAOs in the
development process. The allocations were re-adjusted from ™ the slower to
comparatively fast moving projects after each quarterly review. The sectoral
allocations remained more or less the same because as a matter of policy,
readjustments were invariably made to the fast moving projects within the same
sector.

The actual PSDP expenditure during July 2006-April, 2007 was Rs 170 billion (68
percent) of the total federal allocation inciuding foreign aid of Rs 21.5 billion, This
compares favorably utilization of Rs 149 billion for the same period of 2005-06. The
expenditure is tikely to further pick up in the last quarter of the current financial year.
The project authorities have indicated that Rs 246 billion (98 percent) of the total
federal allocations, after taking into account the operational shortfall, would be spent
upto June, 2007. Furthermore, additional allocations made to the fast moving
projects after the 3 quarter would result in a speedy utilization of funds.

PSDP 2007-08

The PSDP 2007-08 has laid due emphasis on maintaining momentum of growth,
realization of core MTDF objectives, such as reducing poverty, achieving the MDGs,
ensuring equitable distribution of development funds across regions and various
social groups, empowering women and minimizing wastages. The PSDP 2007-08
has been formulated with a view to avoiding a thin distribution of resources and the
following principles have guided the resource allocation in the PSDP:

e completion of on-going projects;
« initiation of important new approved projects;
» initiation of un-approved but crucial projects;

+ implementation of public commitments made by the President and the Prime
Minister;

+ equitable/fair distribution of funds among the provinces; and

« preparation of projects conducive to creating environment of knowiedge
economy.

The demand for development funds has to be rationalized keeping in view the total
resource availability and financial commitments of the Government. The size of
federal development program approved by the NEC on the recommendations of the
Planning Commission is Rs 335 billion (including foreign loans of Rs 32.0 billion) with
an increase of 20 percent over the size of PSDP 2006-07. In addition, Rs 35 billion
would be spent on the reconstruction and rehabilitation of earthquake areas. The
provinces are expected to spend Rs 150 billion through their ADPs. The total gross
size of PSDP 2007-08 is Rs 520 billion. Any increase beyond this level was deemed
fiscally untenable. Despite this constraint, almost all the on-going projects and
programs have been protected and the commitments for major projects such as the
Chashma Nuclear Power Plant, Raising of Mangla Dam, Lining of Canals, Water
Courses and Highways and other major new initiatives have been financed. In
addition, projects in water, power, communications and social sectors have been fully
funded. Sufficient funds have been provided for ongoing and new initiatives relating
to clean drinking water, prevention and control of blindness and hepatitis,
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improvement  of transport facilitles through public-private partnership, skills
development and vocational training programs, and strengthening of Science &
Technology. However, while allocating resources the above principles were strictly
followed. Detail of type of projects to be financed through PSDP 2007-08 is given in
Table 5.1. It reflects 86 percent of the avallable resources have been allocated to the
ongoing projects.

Tale 5.1 Projects Financed Through PSDP 2007-08
(Rs Billion

Type of Projects Nos. i Amount Allocated
On-goin 1444 1l 290
t New 667 % 45

ot L 211 335

The total PSDP size of Rs 485 pifiion for 2007-08 excluding ERRA expenditure
represents 4.8 percent of GDP. The 2007-08 PSDP has an operational shortfall of Rs
35 billion. This will reduce PSDP/GDP ratio from 4.8 percent to 4.5 percent which is
still higher than the last year PSDP/GDP ratio of 4.1 percent. The PSDP/GDP ratfio
would be gradually increased and at the end of terminal year of MTDF 2009-10 it
would reach 6.3 percent of the GDP. The summary of PSDP 2007-08 is presented at
Annex 5.1, whereas the over all position is given in Table 5.2. The broad sector-wise
distribution of Federal PSDP is also presented in Table 5.3.

Table 5.2 Size of PSDP 2007-08

(Rs Bitlion)
'[T'A. Federal PSDP | 335 \
r e Federal Ministries l 232 i
i « Special Areas 20 \
+ Special Programs 34 l
+ Corporations 49 1
o Operational Shortfall (35) i
Provinces \ 150 |
PSDP size (A+B) \ 485 %
T Earthquake Reconstruction 35 ]
D. Outside PSDP 204
Total 724 |
Table 5.3 Sectoral Distribution and Share of PSDP
\ Sector PSDP Percent Share
g Rs Billion)
infrastructure 166.5 497
3 ¢ Sogcial seclors 156.2 46.6 |
. Others 12.3 3.7 B
! Total Federal 335.0 100 |
Operational Short-fall (35.0) |
Net Federal 300.0 o
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Non-Budgetary Financing by WAPDA and NHA

The budgetary corporations i.e. WAPDA and NHA wili finance their development
activities through non-budgetary sources (self-financing, bank borrowing and foreign
loan / equity). The estimated financing of WAPDA and NHA will be Rs 73.0 hillion
and Rs 6.0 billion respectively. These estimates are indicative and will depend on the
extent to which these corporations will be able to generate self-financing and
mobilize resources through bank borrowing and foreign loans/equity. The idea is that
revenue generating corporations which were being financed from the budget should
stand on their own feet like other corporations and finance development projects from
their own resources.

Non-Budgetary Financing by other Corporations

The non-budgetary corporations in the Fuel, Transport and Communications,
Industry and Physical Planning and Housing Sectors are planning an investment
program of Rs 125.0 biflion. The investment of these corporations is purely indicative
at this stage and will depend upon the extent to which they will be able to generate
self-financing and harness through bank borrowing and foreign loans/equity.

Thus the total non-budgetary investment financing by the budgetary and non-
budgetary corporations stands at Rs 204 billion. The sectoral position is given in
Table 5.4.

Table 5.4 Non-Budgetary Investment

(Rs Billion)
S.No Sector Financing
1 Power 72.8
2 Fuel 72.8
3 Transport and Communication 42.0
4 Industry 1.4
5 PP &H 15.0
| Total 204.0

Sectoral Priorities and Salient Features of PSDP 2007-08

In line with vision 2030 to promote knowledge based economy, high priority has been
accorded to human resource development and a sound infrastructure, which will fuel
fulure growth and deveiopment. Salient features of PDSP are succinctly outlined as
under: '

e Water sector continues to receive Government attention, as the highest
allocation has been made during 2007-08. The proposed allocation comes to
22 percent of the total federal program, showing 48 percent increase over the
allocations of 2006-07. This wilt help reduce poverty, accelerate agricultural
growth and create construction-related additional jobs.

e Major investment of Rs 20 billion is made for completion of Mangla Dam
Raising project which will make available additional 2.88 MAF water to
increase agricultural productivity.

» Adequate funds have been provided to develop basic infrastructure at
Gwadar which will contribute to a better investment climate and trade in the
area. This will also promote national integration and harmony. Similarty,
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sufficient provision has been made to develop basic infrastruciure for building
oil city (cities) and exporft processing zones in the country.

e The NHA has been allocated Rs 29 billion. They have also been advised to
raise at least Rs 6 billion through securitization of its tolt receipts and other
revenues to complete the development projects in time. The total NHA outlay
of Rs 35 billion during 2007-08 would facilitate speedier completion of
projects. The Islamabad Peshawar Highway would be completed by
September, 2007.

« For mega dams and related infrastructure, @ substantial investment of Rs 40
billion is being made during 2007-08. Likewise, to commence work on
Neelum Jhelum Project, WAPDA has been advised to arrange resources
either through bonds or supplier credit outside PSDP arrangements. The
Committee under the Chairmanship of Advisor to Prime Minister is working to
find innovative financing mechanisms outside budget for these projects. A
sum of Rs 5 billion has been released from the budget during 2006-07 to
Neelum Jhetum Hydero Project.

« Allocations for education and training have been increased by 17 percent to
ensure availability of gualified human resources to match the needs of a
highly competitive world market.

e The allocations for the heaith sector have been increased by 33 percent from
Rs 12 billion to Rs 16 hillion. reflecting continuous emphasis on improving the
productivity of human capital and general quality of life.

« Sufficient allocations have been made for reforms relating to governance
including Access to Justice Program.

e Allocations for Special Areas (AJK, NA & FATA) have been enhanced by 22
percent with a view 10 accelerating development in less developed areas.

« In order to alleviate poverty, generate employment and undertake quick
maturing projects, Rs 34.4 billion would be spent under Khushhal Pakistan
Program/Fund with the involvement of Provincial and District Governments.

e An investment of at least Rs 6.6 billion will be made during the next financial
year to provide safe drinking water down to the ynion council level.

e The National Trade Corridor (NTC) is the maijor initiative launched by the
Government during 2006-07. To implement projects under NTC, feasibility
studies would be initiated during 2007-08 which would help facilitate trade
fiows and reduce cost of doing business.

« An amount of Rs 500 million has been aliocated for Dairy industries during
2007-08. In order to enhance competitiveness and quality of industrial
products, a number of projects in the areas of Ceramic Development, Glass
Production, Foundry Services, Gems and Jewelry and Marble and Granite are
being started with involvement of private sector during the next year at a total
cost of Rs 3.9 billion. .

« An amount of Rs 500 million has been proposed during 2007-08 for exports
promotion plan/measures.

« For textile sector, three Garment Cities at Karachi, Lahore and Faisalabad
would be set up with a cost of Rs 2.9 billion.

. Requirements/Demands of Provincial Governments, FATA, NA and AJK have
been catered for as far as possible.

e Directives of President and Prime Minister based on reports of Provincial
Governments and other elected representatives have been accommodated.

The above priorities of Government in its development spending will not only support
the long term objective of sustained economic growth but will also help achieve the
goats of employment generation and poverty reduction.
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National Development Programme 2006-07 & 2007-08
{Ministry/Division-wise Summary)

Annex-5.1

{Miition Rupees}

T3 (MinistryiDivision T PSDF Allocation for 2006-07 | PEOP Auocation for 2007-08
|No.{ " Foreign Rupee | Totai Foreign | Rupee Total T OQutside Total
i ‘ Loan ! Loan PSDP Devetopment
[ i ] Dutlay
[ 2 3 | 5 [ 1 [ 9 18
A. Federal
1 Water & Pawor Divigion (including WAPDA Water} 3107.0  41377.3 444843 1275.0 622749 63549.9 63549.9
2 WAPDA (Pewar) ingluding Village Elecirificatien g875.0 172777 261527 7207.8 133945 20602.3 72839.1 93441.4
3 Pakistan Atomic Energy Commission 4200.0 5150.5 9350.5 37700 84404 12210.4 12210.4
4 Pakistan Nuclear Reguiatory Authority 0.0 400.0 400.0 0.0 421.0 421.0 421.0
5 Petroleum & Hatural Resources Oivislen 14.0 1027.6 1041.6 39.0 8891 928.1 72813.0 73411
§ Communications Divieton (inciuding NHA} 7397.4 232941 30691.5 B6T72.5 20940.3 29612.8 6000.0 35612.8
7 Forts & Shipping Givision 500.0 759.0 1259.0 30.0 1270 T8T.0 17392.9 18149.9
& Railways Diviston 3918.0 6500.8 10418.8 33140 8328.2 11642.2 11642.2
% Special Programme 0.0 326200 32620.0 0.0 34420.0 34420.0 34420.0
i# Finance Division 26014 102980 12889.4 1570.0 153929 16962.9 16962.9
11 Educatian Division 238.0 5657.4 5885.4 185.0 6313.8 6508.8 6508.8
12 Highar Education Commission 89.0 142110 14300.0 2654 177346 18000.0 18000.0
13 Hashh Otviston 440.0 10568.3 11008.9 1584.0 12688.7 142727 142727
14 Informgtien Technology & Teiscommunications Divisien Q.0 1885.3 1885,3 0.0 3214.4 32144 3214.4
i5 Scisnce & Tachnological Reswarch Diviston 154.9 3042.2 31971 189.9 34108 3600.7 3600.7
16 Pepuiation Weifare Givision 2931 3749.3 4042.3 204.2 41234 4327.6 4327.6
17 Woman Devalcpmant Divimian 0.0 162.6 162,86 0.0 163.1 163.1 163.1
18 Saciyl Wellsre & Spectal Education Division 0.0 3268 326.8 0.0 4284 428.4 428.4
18 Labour & Manpowar Divislon 15.0 1345 149.5 0.0 198.4 198 .4 198.4
28 Oversass Pakistanis Diviston 0.0 0.8 0.0 0.0 5.0 5.0 5.0
21 KA & NA Division 1076.0 9381.0 10457.0 978.0 127441 137221 137221
22 States & Frantier Ragions Divisten Q.0 62000 6200.0 100.0 74000 7500.0 7500.0
23 Environment Pivision 530.0 7531 1283.1 1935 1425.3 1618.8 1618.8
24 Local Gevernment & Rures Deveiopment Divisizan 0.0 2641 264.1 0.0 128.0 128.0 128.0
25 Culture Division 0.0 253.0 253.0 0.0 3784 378.1 3781
26 Sports Otvision 0.0 278.8 2780 0.0 5228 522.8 522.8
27 Youth AMalrs Divislon 0.0 316 s 0.0 1521 152.1 1521
28 Teurism Division 0.0 106.8 106.8 0.0 167.5 167.5 167.5
29 Sutistics Division 0.s 139.8 139.8 0.0 263.0 283.0 263.0
3& Planning and Developmunt Division 3150 3069.7 33847 513.0 139244 14437 4 14437.4
=i Foad, Aarlcu‘llure & Livawtock Division 907.5 10368.7 11277.2 587.3 152118 15799.3 15799.3
32 Interior Divistan 174.5 7486.1 7660.6 340.0 91711 85111 15400.0 24511.1
33 Industries, Productien & Speciel Inftietives Division 49.4 5084.5 5134.0 36.0 9462.9 9498.9 1420.0 10918.9
34 Dafence Division 00 1214.5 1214.5 1720 49627 5134.7 19105.0 242397
35 Cabinet Givision 67.0 2263 293.3 0.0 494 8 494.8 454.8
36 Gommerca Division 55.0 1316.9 1371.8 1.0 1578.0 1579.0 1579.0
37 Housing & Works Divizien 0.0 B43.6 843.6 0.0 1206.2 12062 1206.2
38 Ministry of Foraign Aftairs 0.3 126.9 126.9 0.0 579.3 579.3 579.3
9 Narcotics Centret Division 56.0 182.2 248.2 106.7 170.4 277.0 277.0
43 nformattan & Broedcasting Division 9.0 8177 B17.7 A0 1537.8 1537.8 1537.9
0.8 2028 202.8 0.0 5034 503.4 503.4

41 Establishmant Division
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{Million Rupeas}

PSDP Allogation for 2887-08

St. [Ministry/Division PSDP Allgeation for 2806-07 I ;
No. Foregn Rupee Total Toreign Rupee Totar | Outside | Total !
Loan Lean ! psDpP Development §

} Qutlay i

1] 2 | 3 : 4 ! 5 b 3 | 7 B R 9 10 :
42 Law, Justice & Human Rights Divisien 503.0 3517.8 4020.8 485.0 3526.0 40210 4021.0
43 Revenue Division 933.0 1021.9 1954.9 £€25.0 1901.8 2526.8 2526.8
44 Defence Production Division 2.0 0.0 0.0 0.0 526.9 526.9 526.9
45 Tuxtlie Industry Division 0.0 150.0 150.0 0.0 1028.7 1028.7 1028.7
46 National Reconstruction Bureau 0.0 0.0 0.0 50.0 0.0 50.0 50.0
0.0 0.0 0.0 0.0 10.0 10.0 10.0

47 Econemic Affairs Division

Total (Federal)  36519.0 221481.0 268000.0 325142 302485.8 335000.0 204570.0 539510.0

B. Provinces 26678.0 883220 115000.0 26093.0 1239070 150000.0 0.0 150000.0

C. Earthquake Reconstruction and 0.0 350p0.0 35000.0 0.0 35000.0

Rehabilitation Programme

Grand Tota:  63197.0 319803.0 383000.0 58607.2 461392.8 520000.0 2045700 724510.0

* The Federal programme face the operational shortfall of Rs 35.0 hillion

L
2
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Chapter

6

Poverty Reduction
and Human Development

Introduction

Poverty reduction is an overarching objective of the Medium-Term Development
Framework (MTDF) 2005-10 and Vision 2030 which assign very high priority and
commitment to reduce poverty by articulating holistic policies and developing
synergies across sectors. Despite sharp reduction in poverty by 10.6 percentage
point during 2001-2005, it is still pervasive and almost one out of four persons in
Pakistan is befow poverty line, Main causes of poverty in Pakistan are lack of asset
ownership, inaccessibility to services, lack of employment opportunities, dominance
of unskilled and semi—skilled labour force, voicelessness and powerlessness of the
poor, and vulnerability to shocks. Poverty reduction policies, therefore, must embark
upon a long—term pro-poor growth with macroeconomic stability, targeted investment
in sectors that have high potential for employment generation and income
opportunities, and access to basic social services in education, health, water supply
and sanitation. High economic growth may not be sufficient to reduce poverty,
especially for the chronically poor communities. Social protection to the vulnerable
groups is an added feature of the poverty reduction policy since trickle down impact
of economic growth to the bottom poor is very slow.

Poverty Targets

Continuation of economic policies and structural reforms in the last seven years, high
level of public sector investment, high economic growth, targeted programs for
poverty reduction and significant increase in pro—poor expenditure lifted million of
poor households out of poverty in the rural and urban areas. The incidence of poverty
on the basis of headcount ratio has been reduced from 34.5 percent in 2001 to 23.9
percent in 2005. Higher rate of reduction was recorded in rural poverty headcount,
which came down from 39.3 percent in 2001 to 28.1 percent in 2005. The MTDF
poverty reduction policies enshrine commitment of increased public sector
investment, implementation of second generation reforms agenda and social
protection. The achievements in poverty reduction and future targets of poverty
reduction are shown in Figure 6.1.

Achievability of MTDF 2005-10 and MDG targets emphasize further underpinning
economic and pro—poor policy not only to sustain but accelerate the ongoing growth
momentum within a stable macroeconomic environment. More important issues for
consideration of poverty reduction policy are the challenges of job creation, meeting
the MDG targets and strengthening the country’s physical infrastructure to support
above 7 percent growth. Another important element is to gain the benefits emerging
out of demographic transition currently taking place in Pakistan.
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Figure—- 6.1 Poverty Achievements and Targets
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Pro—Poor Expenditures

The government's strategy to develop social sectors either separately or together is
based on:

« increasing the share of public resources for social sectors development by
creating additional fiscal space;

« influencing the policy environment to achieve better social outcome by

developing public-private parinership to improve private provision and
private funding; and,

e decentralize public service delivery system to achieve better social
outcomes. Efforts are also required fo maintain a comprehensive
database and ensure availability of comparable data by attaching high
priority to developing common concepts, definitions, classifications,
standards, and measurement of social sector indicators.

Pro-poor expenditure as percentage of GDP has been continuously rising in the last
seven years. In view of the sustained increase in the overall size of GDP, this
increase has dual implications that not only the overali pro-poor expenditure grew
with the GDP growth, its share in increased GDP also increased. This signifies the
importance that the Government assigns to the challenge of poverty reduction. Pro—
poor expenditures are given in Table 6.1 while its ratio as percentage of GDP may be
seen at Figure 6.2.
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TABLE 6.1 Pro-Poor Expenditure Figure 6.2 Pro-Poor Expenditure
(Rs Billion)
. -1
Year Expenditure 8.0
6.0
2001-02 179.90 6.01
2002-03 219.86 40
2003-04 276.51
2.0
2004-05 338.68
2005-06 463.60 0.0 +— - .
2001-02 2002-03 2003-04 2004-05 2005-06

Source: Planning Commission :
!7 B Pro-Poor Expenditure {as % of GDP} J

Expenditure on social sectors i.e., education, health, population welfare and social
welfare and safety nets increased significantly at an annual average rate of 22
percent during the period 2001-02 to 2005-06, compared to the rate of increase in
the overall government expenditure of about 15 percent during the same period. As
a proportion of GDP, these expenditures increased from Rs 103 billion in 2001-02
(2.3 percent of GDP) to Rs 228 billion in 2005-06 (3 percent of GDP). Expenditure on
education during this period increased from 1.8 percent of GDP to 2.2 percent of
GDP. Details of Pro-Poor expenditure and Social Sector expenditure during 2001--02
to 2005-06 are given at Annex 6.1 and Annex 6.2, respectively.

Budgetary expenditures are also supplemented by Non-Budgetary Pro-poor
expenditures. Table 6.2 compares expenditure and no of beneficiaries in 2004-05
and 2005-06. The details of the credit disbursed by the micro finance sector are
given in the Table 6.3. Except the disbursements under Zakat, which record a falt of
12 percent over the FY-05, the disbursements under all other heads, as well the
number of beneficiaries increased by significant rates.

Table 6.2 Non-Budgetary Pro-Poor Expenditure

Program Disbursement/beneficiaries [ 2004-05 | 2005-06 percent Change J
Zakat Amount disbursed (RsMillion) | 3,692 3,234 -12.4 !
Totat beneficiaries (000) 1,370 1,627 18.8
pakistan Baif-Ul-Mal Amount disbursed ( RsMillion) 3,270 3,838 17.4
Households (000) 1,671 3,130 87.3
Micro-Credit Amount disbursed ( RsMillion) 5,431 6,655 225
Total beneficiaries (000) 470 606 28.9
EOBI Amount disbursed ( RsMillion) 1,929 2,868 487
Total beneficiaries (000) 121 129 6.6
All Programs Amount disbursed ( RsMillicn) 14,323 16,585 15.9
Total beneficiaries {000) 3,632 5,492 51.2

Source: Planning Commission
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Microfinance

Microfinance is an important instrument of poverty reduction. It has potential to create
jobs for the unemployed and sources of additional income for underemployed. Small
business development and access to housing finance generate new activities that
contribute to the efforts for poverty alleviation. Microfinance can help in smoothing
the income and consumption of the poor, and reducing their vulnerability to financial
and economic shocks. These factors are key in building viable communities and
contributing to the sustainable livelihood strategies of poor households. The
achievements in this area in recent years ts given in Table 3.

Table 6.3 Microfinance Disbursement

f Institution ) 200405 | 200506 | . ° |
Change |
PPAF Amount disbursed 3,106 3,706 193 |
{RsMillion) :
B | No of districts 79 79 00
No of male beneficiaries 158 202 27.8
(000)
No of female beneficiaries 87 130 494
(000)
Total beneficiaries {000) 245 332 355 J“
Khushhali Bank | Amount disbursed 2277 2,922 283
(RsMillion) i
No of male beneficiaries 174 229 316 ¢
(000) |
I No of female beneficiaries 49 44 102 |
{000) |
Total beneficiaries (000) 223 273 024 |
ZTBL Amount disbursed 48 28 417
(RsMitiion) 1
No of male beneficiaries 2 0.7 -65.0 |
(000) | s
No of female beneficiaries 1 04 | -600 |
(000) 1 |
Total beneficiaries (000) 2 1.2 400 |
Credit Total credit (RsMillion) 5,431 6,655 25 |
Total male beneficiaries 333 433 300 |
(000) ';
Total Female beneficiaries 137 174 27.0 |
(000) |
Total beneficiaries (000) 470 606 289 |

Source: Planning Commission
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Human Development

Human Development is an integrated and holistic concept that embodies educational
and health status of the nation including sustainable use of resources. However itis
the government's responsibility to provide access to social services (primary
education and health} and basic facilities (electricity, safe drinking water) in order to
improve the human development status, specifically of the poor segment of the
society. This will reduce chronic poverty and weaken the transmission of inter-
generational poverty. As a result of increased allocations to social sectors in the last
few years Pakistan’s ranking in the widely respected Human Development Index has
moved up by 10 places in a matter of 4 years from 144 in 2001 to 134 in 2004. This
is also borne out by the data collected on social indicators in PIHS 2001-02 and
PSLM 2004-05 and given in Table 6.4 and 6.5. During the 4 year period, the gain in
access to social and basic facilities by the poor (i.e., those below the poverty line)
has been higher than the increase by the non-poor. For example gross primary
enrolment rate of the poor increased by 16 percentage points as compared to 8
percentage points for the non-poor. The rate of children immunized among poor
families increased by 30 percentage points versus 23 percentage point gain by the
non-poor families. Only in post-natai care consultation, the improvement was slower
in poor households than in non-poor households. Table 6.5 compares the
improvements recorded among the poor and non-poor households in basic facilities.
In access to electricity sanitation and use of motorized pump for drinking water, the
improvements among the poor households are higher than experienced by non-poor
households. The gain in access to piped connections was equal in both categories,
while the decline in use of hand pump was marginally faster for non-poor
households.

Table 6.4 Improvements in Access to Social Services
between 2001-02 and 2004-05 (Percentage Points)

Poor Non-Poor
Net Primary Enroiments 11 7
Gross Primary Enrolments 16 8
Literacy Rate 10 8
Fully immunized 30 23
Pre-natal care consultation 14 11
Post-natal care consultation 7 15
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Table 6.5 Improvement in Access to Basic Facilities
between 2001-02 and 2004-05 (Percentage Points)

Poor Non-Poor
Electricity 7 3
Gas - 5
Drinking Water Piped Connection 8 8
Drinking Water : Decline in the use of Hand 9 11
Pump
Drinking Water : Motorised Pump 3 0
Sanitation : Flush 9 3
Sanitation : Pt.ercentag‘e dgcline in No of 13 g
households with no toilet in the house

Social Indicators in 2005-06

The performance of social sectors in recent years has improved substantially. The
country has made steady progress iowards most of the sociat indicators, particularty
those covered by the MDGs. PSLM Survey 200506 shows visibie improvement over
PIHS Survey 2001-02 in education, heath, population welfare, water supply and
sanitation sectors. Gross Enrolment Ratio (GER) increased from 72 percent in 2001~
02 to 87 percent in 2005—06. Net Enroiment Ratio (NER) (age 5-9) increased from
42 percent to 52 percent while NER (age 6-10) increased from 51 percent to 60
percent. Literacy rate (age 10 plus) increased from 45 percent to 54 percent during
the survey periods. There has been sizeable increase in immunization coverage (18
percentage point); reduction in Infant Mortality Rate (8 percentage points); and.
reduction in diarrhoeal incidence (2 percentage points). Total Fertility Rate (TFR) is
down by 0.7 percentage points and Contraceptive Prevalence Rate (CPR) increased
by 7 percentage points. The comparison of Survey results for education, health and
population indicators are given in Annex 6.3.

in case of Drinking Water Supply, the Survey shows visible shift in favour of piped
water and supply of water through motor pumps. There is a corresponding decline in
water supply sources from hand pumps and dug wells. In Sanitation, the percentage
of population having fiush system increased from 45 percent in 2001-02 to 60
percent in 2005-06. Population without toilet facility decreased from 43 percent to 30
percent during the same period. The percentage of population using different types of
water supply sources and sanitation facilities over the two Survey periods is given in
Annex 6.4.

Poverty Reduction Policies

Major polices envisaged in MTDF 2005-10 designed to underpin poverty reduction
efforts of the Government are summarized below.

Urban/Rural Development

Development of mega cities and urban centers provide opportunities for overall
economic development, employment opportunities and hence poverty reduction. Rise

e
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of large urban centers and mega cities in Pakistan will accelerate the growth
momentum. This growth is already happening in a period of major economic and
technological change and an increasing emphasis on market based decisions.

The vision of the government for economic growth and poverty reduction sets
ambitious targets, which will require massive investment in quality and affordable
infrastructure. Investment in world class infrastructure will sustain high rates of
private sector led growth, enhance the competitiveness of economy and to optimize
locational advantage. This will be one of the primary objectives of the future poverty
reduction strategy. The large infrastructure projects will be mainly financed through
public private partnerships. Government is therefore committed to invest massive
amounts in improving the facilities and around 45percent of total development
expenditure in MTDF 2005-10 is earmarked for such projects. Infrastructure Project
Development Facility (IPDF) has been established to promote public-private
partnerships.

To support sustained growth and to increase competitiveness the Government has
launched a major strategic initiative to improve the trade and transport logistics chain
along the north-south ‘National Trade Corridor’ (NTC) linking Pakistan’s major ports
with its main industrial canters and neighboring countries. Investment of around $ 6
billion during MTDF 2005-10 is required for NTC Project which will help in deveioping
an integrated approach to pianning and management of the national transport
logistics system.

The rurai development in Pakistan aims to improve the guality of life of the rural
people by improving the rural economy and living conditions in the villages by
enhancing agricultural productivity, water resource availability, improving rural
infrastructure, providing social services and social capital. The recently approved
Rural Development Strategy, by the Govemnment of Pakistan articulates important
initiatives, policy measures and programs relating to agriculture development,
availability of water resources, sustainable environment, rural housing and sanitation
etc. This will augment both growth and employment opportunities in the rural
economy thus leading to reduction in rural poverty.

Public-Private Partnership

The private sector plays an important role in driving growth and creating job
opportunities. The Government recognizes the importance of improving
competitiveness as an instrument of its economic growth strategy. The economy has
responded well to the structural reforms carried out in the last 7 years and has
emerged as one of the stronger growing economies of Asia. The Government is
following a policy of intensifying liberalization, deregulation, privatization, and trade
linearization with a view to transforming Pakistan's economy into a truly private
sector led market econorny which is highly competitive. This would emphasize high
growth, creating gainful employment, generating wealth and most importantly,
reducing poverty. The Government intends to enhance the role of Special Economic
Zones (SEZs), etc in attracting investment to achieve its goal of generating
employment and further augmenting industrialization, modernization within a
cohesive strategic plan. The SEZs and associated industrial parks and clusters will
play an important role in increasing competitiveness.

A strong Private Sector Development (PSD) strategy will therefore be a key element
in enhancing the competitiveness of the private sector. The PSD will create an
enabling environment that wiil allow the private sector to focus on productivity,
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innovation and growth, responding to opportunities in the national and global
markets. The features of the strategy are:

s lowering the barriers {0 development of small and medium enterprises;

« developing a modem financial sector with a view to providing a wide range of
financial services;

e removing irritants and impediments to private sector growth;
« strengthening the country’s physical and social infrastructure;

« consistency and continuity of economic policies.

All these measures are expected to significantly improve Pakistan’s investment
climate, reduce the cost of doing business for the private sector, thus contributing to
enhancing the competitiveness of the private sector.

Governance

One of the important poverty reduction strategies is to focus on strengthening
institutions, improving the competitiveness of domestic industry, building a robust
financial sector in an environment of global financial restructuring, further
strengthening of tax administration, promoting transparency in economic
policymaking, further reform of capital markets and strengthening the country's
physical and human infrastructure. Major features of Governance reform are:
reinforcing devolution through fiscal decentralization; strengthening Provincial
Finance Commissions; building local government capacity particularly in budgeting,
planning, monitoring, financial management, accounting and audit; creation of a
district service cadre; and, redefining provincial departments’ role from operational to
regulatory. .

Effective service delivery will be an important component of the target of achieving
excelience in governance. Provincial and district governments will have to focus on
aligning accountabilities and expenditures. Increased spending in education and
health sectors will also facilitate achieving the above targets.

Speciat initiatives
Agricultural Growth

Agriculture dominates the rural economy in Pakistan and its incessant growth is a
powerful tool for rural poverty reduction. Crop production accounts for approximately
59 percent of the Agriculture sactor while livestock by 37 percent. The Government is
focusing on improving rural infrastructure, water supply and management as an
important step to increase agricultural productivity. It entails measures to maximize
vields across the board, as well as specific steps to help small farmers. Income of the
small farmers and landless constitutes around 25-30 percent of the income from
livestock sector. This sub-sector which accounts for 8.7 percent of GDP, has high
potential for growth. As compared to crop production, investment in livestock is
relatively easy, cost effective and contains higher gains for landless people. Waomen
can particularly benefit by investing in the fivestock. Currently, lack of infrastructure is
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one of the biggest constraints on growth of the rural economy. In addition, initiatives
for improved infrastructure specifically geared to meeting the needs of agricuiture,
livestock and fisheries are essential for promoting rural growth and development as a
whole. Important activities would remain in roads, electrification and improved
services for education, healthcare, water supply and sanitation sectors.

Employment generation

Employment generation remains the most powerful instrument in the fight against
poverty. During 1999-2006, growth rate of labour force was 4.1 percent in Pakistan
while growth rate in employment was 4.4 percent. During this period about 10
percent increase was registered in unskilled labour force as compared with 12
percent in skilled category of masons, carpenters, plumbers and electricians. About 3
million labour force is openly unemployed in Pakistan. An important area of concern
is that about 46 percent of new jobs in last 6 years ware created in the category of
“contributing family workers”. The Pakistan Labour Force Survey 2005-06 reported
notable reduction in the unemployment rate, from 7.7 percent in 2003-04 to 6.2
percent in 2005-06. The reduction is more in female unemployment which reduced
by 3.5 percentage points while that of male reduced by 1.2 percentage points. During
these years, the Government launched special initiatives for creating employment
and reducing poverty. These include:

e The President's Rozgar Scheme, implemented through WNaticnal Bank of
Pakistan, is providing employment opportunities to the matricuiate
unemployed in the age bracket of 18-40 years (Box 6.1).

* |mplementing small demand—driven schemes for consiruction of roads,
income generation programs, education, health, water supply & sanitation,
electricity, gas and telecommunications sectors through Khushhal Pakistan
Program |&ll and Khushhal Pakistan Fund.

e Ak Hunar Aik Nagar (AHAN) a program of Small and Medium Enterprise
Development Authority (SMEDA) model aims at providing the much-needed
non-traditional work opportunities in the rural areas by enabling the rural
businesses to access a range of appropriate technologies and financial
capital.

* National Internship Program for the fresh unemployed graduates to improve
their human resources by providing them opportunity to work for one year and
gain hands—on experience in government organizations nationwide and
selected private sector organizations. The internees are paid handsome
amount of internship allowance. The program aims at enhancing the
employability of the fresh graduates all over the country.

« HEC sponsored PhD Program aims at enhancing the quality of human
resource and to create a pool of highly qualified experts in all the fields of
study. The program envisages faculty development and improving guality of
research of the young professionals.
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r Box 6.1: President’s Rozgar Scheme

NBP has developed a fuli range of Products under the President’s Rozgar Scheme with
a brand name of "NBP KAROBAR". The scheme is offered to eligible young and fiterate
citizens of Pakistan, faling within an age group of 18-40 years having a minimum
qualification of Matriculation (except for females in the PCO/Tele-center product). Asset,
life and disability insurances is provided to the beneficiaries of this scheme. The cost of
iife and disability insurance will be borne by the Government. The scheme is expected to
generate around 5 4 million direct and indirect jobs.

initially, under the President's Rozgar scheme, NBP is offering the following products:

NBP Karobar Utility Store (Under USC Franchise): The product has been designed in
collaboration with the Utility Stores Corporation of Pakistan to provide financing facility of
an average amount of Rs100,000/- for a maximum period of five years with grace period of
three months. This is availablé to alt eligible citizens of Pakistan for setting-up small-scale
Retail Outlet or Mobile Utility Store. The USC gives its franchise to qualifying Pakistani
citizens.

Following two financing options are available under this product:

e NBP Karobar Utility Store (Shop): Financing facility available to set-up a small
scale Retail Outlet (Utility Store in a shop) for purchase of furniture & fixtures. This
is also applicable on payment of security deposit / advance rent under franchise
from the USC. However, stocks are to be purchased by the customer.

e NBP Karobar Mobile Ulility Store: Financing facility available to purchase a 2/3
wheeler, 4 stroke Petrol/CNGILPG Vehicle (Auto Scooter/Motorcycle Rickshaw)
with attached Loader body under franchise from the USC to carry utility goods for
retall sale ideally in areas where accessihility to conventional utility stores is
difficult.

NBP Karobar Mobile General Store (without USC Franchise): This financing program
has been designed on the similar pattern of Mobile Utility Store. The only difference is that
the borrower has the liberty of procuring stock/supplies/grocery items from open market.
Rs 100,000 is given for 8 maximum period of five years for starting this business.

NBP Karobar Transport: The NBP Karobar Transport is designed to finance 213 wheeler,
4 stroke PetrallCNG/LPG Vehicle (Auto Scooter / Motorcycle Rickshaw) to the gligible
citizens of Pakistan for providing less expensive environment friendly transport facility. A
sum of Rs100,000 is provided for a maximum period of five years to establish this
business.

NBP Karobar PCO: This product is designed to finance setting-up a PCO. NBP provides
financing for the purchase of Mobile/Wireless Telephone Set with connection, Credit
Balance. An amount of Rs5,000 for a maximum period of two years is offered for setting
up NBP Karobar PCO.

v) NBP Karobar Tele-center; This product is specially designed to finance setting-up a
Tele-center. NBP provides financing for the purchase of Mobile/Wireless Telephone Set
with connection, Computer, Printer and Fax machine cum Photocopier etc. to establish
tele-genter on a rented shop or owned premises, An amount of Rs50,000 for a maximum
period of two years is offered to implement this business.

Human Resource Development

Human Resource Development (HRD) is one of the key factors in the development
of an economy. In Pakistan a skill gap persists between supply and demand of
skilied labour force. Pakistan is currently exporting low and semi-skilled work force
to other countries who fetch very little wage as compared to skilled workers from
other countries. Skill development of tabour force in modem technology may fetch
them better wages and lead to surge :n home remittances. The government is trying
to bridge this gap through centers of excellence by providing vocational and
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technical training. Better educated and skilled workers force is essential for pushing
up economic growth and productivity. It is also crucial for producing branded
products which have high chances of increasing export potential.

HRD plays a major role in generating growth as well as in reducing poverty. HRD
strategy has to start with education which has a positive impact on economic growth,
poverty reduction, technological adaptation, innovation, and increased productivity.
To take advantage of the human resource, government is determined to strengthen
education system by providing continued initiatives under ‘Education for All' Project,
incentive packages for enhancing education while at the same time, emphasizing on
higher education and promaotion of a ‘knowledge economy’ through stressing skills
development and vocational training. Government has established NAVTEC and Skill
Development Council to facilitate reguiate and provide policy for vocational training
and technical education (box 6.2).

Gender mainstreaming and female human development will remain the focus while
providing access to credit for women, preventing violence against women and
implementing gender budgeting will be continued which will provide an environment
of encouragement to the women.

Since employment is the principal link through which economic growth translates into
benefits for the poor, a number of targeted programs for employment generation will
be implemented including provision of SME and microfinance, and at the same time
combating child labour.

Box 6.2: Skill Development Councils

The nature of work and demands for skills is changing in Pakistan and employment
opportunities are shifting across industries and occupations. Skill and education levels of
the workforce in the present times is gaining more and more attention because of the
changing content of international trade, in which share of high technology in manufactures
and services is increasing, while those based on resources or low technology content are
declining. To enhance the productivity levels of the workforce, skill development which
perpetuates is required. Skill Development Councils (SDC) is an attempt to formally
associate employers in skills training planning and management. SDC has been
established with an employer as Chairman and equal membership from private sector
(Employers & Trade Unions) and Government. The main functions of SDC is to assess
training needs of local and foreign market requirements and tc meet these needs through
contracting training to appropriate training organizations and also arrange for skill up—
gradation of the existing workforce. The SDC is a good exampie of Public Private
Partnership.

The government has envisaged a HRD strategy in MTDF (2005-10) with public-
private partnership for Knowledge Economy and HRD (skill, technical and vocational
education) which are pre-requisites of sustainable economic development and a
cutting edge for competition in global market and poverty reduction. Pakistan's
education and skill development base is low, as such investing in these sectors wil
pay high returns to the economy as compared with other countries having higher
education and skill development level. The Government is investing huge amounts in
Human Resource Development through public—private partnership to provide
technical assistance in establishing centers of excellence in key disciplines, like dairy
care, hotel industry, cement industry and construction sector. It is planned to
establish at least one institute at each Union Council level.
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During 2007, the target was to train 100,000 workers while by March 2007, 80,000
workers were trained. The target during next fiscal year will be to double this figure.
By end-2008, around 500,000 workers will be trained each year.

The HRD strategy would concentrate on pushing up productivity while ensuring that
the labour market mechanism is in place to translate it into higher growth of real
wages. The existing Labour Regulatory Framework would be made more friendly and
responsive to create an efficient, equitable and right-based jabour market and
favourable environment for SME sector development.

Social Protection Strategy

The experience shows that specific interventions are required for chronically poor to
whom trickle down effect of economic growth is very slow. Safety nets are also
required for the vulnerable for their smoothing their income and consumption. This
led the Government to formulate an all inclusive unidirectional Social Protection
Strategy. The National Social Protection Strategy aims to develop an integrated and
comprehensive social protection system, covering all the population, especially the

poorest and the most vulnerabie. The goals of the Strategy are:

= to support chronically poor households and protect them against destitution,
food insecurity, exploitation, and social exclusion;

= to protect poor and vulnerable households from the impact of adverse shocks
to their consumption and wetlbeing that, if not mitigated, would push non-poor
households into poverty, and poor households into deeper poverty; and

» to promote investment in human and physical assets, including health,
nutrition, and education, by poor households capable of ensuring their
resilience in the medium run and of interrupting the intergenerational cycle of

poverty.
The Core Instruments of the Strategy include:

s expanding the coverage of cash transfers using conditional cash transfers
(CCTs) supplemented with unconditional transfers, through the Food Support
Program (FSP) and Zakat,

» anew public works program based on low-wage employment;

» child labour programs, and various new pilots such as (i) combination of cash
transfers and basic skills development aimed at enabling the poor to qualify
for microfinance and (ii) programs for bonded labour; and

» scaling up school feeding and social care services.
The main short term objective of reaching the poorest will be achieved by:

« maintaining the current level of henefits and effecting a transition to better and
more comprehensive systems;

» iptroducing new means of testing and development of databases through

some pilots across chosen rural and urban areas;

scaling up successful pilots across the country following assessment of

lessons learnt;
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» extension of the current level of benefits to the target population of the
poorest of the poor;

» introduction of pilot CCT programs; and
= scaling up successful pitots to the whole target poputation.

Small and Medium Enterprises (SMEs)

SMEs in Pakistan are facing productivity Issues. SME clusters should graduate to
exporting units having a notable impact on Pakistan’s growth statistics. This requires
more skilled labor/manpower as well as better technology. Vocational training
institutes are more geared to local industry than international competitiveness.
Companies need to merge to bigger companies once human resources are
developed adequately.

Khushhal Pakistan Program

Khushhal Pakistan Program (KPP) | and Il was launched in 2002-2003. The KPP-I
and KPP—Il are being implemented through legisiators. The schemes cover all
provinces and FATA which are implemented through federal executing agencies. In
January 2004, scope of scheme was extended to members of Senate. Further, in
order to mitigate the suffering of common man and to promote demand-driven
schemes for poverty reduction, Khushhal Pakistan Fund (KPF) was created in 2005-
06 with an endowment of Rs 5 billion. The allocation is being spent through district
governments for implementation of projects relating to roads, water supply &
sanitation, income generation activities; health and education for improving quality of
life of the people. This program is also discussed in detail in Chapter 23 Rural
Development and Special Areas.

Outlook for Poverty Reduction in the Immediate to Short Term

An immediate challenge facing the policy makers in fight against poverty is whether
the hard won improvement in poverty levels in 2004-05 can be sustained or
consolidated in the immediate to short-term. The medium to longer-term challenge is
to put the poverty headcount of the country on a secular declining trend. In the
immediate to shori-term scenario, prospects for growth in the range of 6-8 percent
are favourable. One percentage point increase in PSDP to GDP ratio in 2006-07 is
being further enhanced by another ¥z to 1 percentage point in 2007-08 budget. The
overall thrust is infrastructure development even if one locks at the Khushal Pakistan
Program in the social sector. From an employment generation angle it translates into
employment creation for casual, non-farm labour and temporary farm labour in the
rural areas. It helps the poor just below the poverty line in moving closely above the
line into the vulnerable group. If during 2007-08 conditions in the labor market further
tighten, due to pump priming, the extent to which the ‘trickle’ converts to ‘hair line
flow’ will depend on the bargaining power of the unskilled/semi-skilled workforce as a
result of regional and temporal shortages of the labour force. In the medium term,
strong political, institutional and administrative commitment to various programs, and
allocations in the form of PRSP Il (2007-10) targets, MTDF (2006-10) budgetary
allocations, strict adherence to Fiscal Responsibility Law that stipulates 4.5 of GDP
to social sectors, and the initiation of the proposed National Social Protection
Strategy will ensure that poverty levels stabilize at the current levels and in fact are
marginally reduced even in the advent of unforeseen tapering of growth momentum.

Annual Plan 2007-08, Planning Commission ' 85




R

poverty Reduction and Human Development

It is apt to mention that a significant downside risk specifically in the immediate 1o
short~term in sustaining the recent ‘headcount windfall’ is downward stickiness in
current inflation. 1t may also fuel a rise in inflationary expectations in the medium
term. Rate of food inflation (relevant for poverty headcount) in 2006-7 has remained
in double digits and would halve the positive impact of 7 percent growth on poverty.
Apart from growth, the combined positive impact of higher level of remittances,
employment, development expenditure and trade levels will sustain the 2004-05
headcount levels and may even lower them by a percentage point. This improvement
is premised on expected decline in rural poverty in 2006-07 due to above targeted
growth in wheat, sugarcane, gram and livestock sector.

Prolonged high current account deficits if not reduced/controlled in due course of
time can also dent the government’s medium term effort in alleviating poverty. So far
the economy has been successful in financing these deficits without any adverse
impact on exchangé rate stability, foreign debt ratios, foreign reserves and inflation.
The policy mix to finance sustained current account deficits in the medium to fong
term horizon can have positive and negative implications sor inflation, growth
momentum and poverty.

Arresting further deterioration in income inequalities as mentioned above is another
challenge. In the short o medium term, if slight worsening of income distribution is
considered an inevitable consequence of faster growth, complacency in policy
interventions can lead to unwarranted worsening, given that Pakistan's economy is
expected to perform well In the medium term. Therefore reactivation and re-
enforcement of the re-distributive functions of the fiscal policy, i.e., expenditure and
taxation instruments are suggested. However if ‘pump priming’ is strictly aligned with
the goal of macro stabilization, the limits to increased expenditure set in early. The
only alternative is to adopt growth neutral taxation instruments and/or involve private
sector (e.g., micro-credit, philanthropy) that identify and re-distribute the rapidly
growing incomes in the economy.

The strong evidence of reduction in non-consumption inequalities bodes well for
reduction in income inequalities in the long-term and in an inter-generational context.
To remain on track on this dimension of inequities, the expenditures in a “qualitative
and cost-effective” sense, as a ratio of GDP not only be sustained but increased in
order to strengthen and enlarge the human capital asset base and living standards of
the population.

In conclusion one cannot also ignore the case for deepening governance reforms in
particular reforming institutions that are more accountable, transparent and efficient
and establishing national targets for reducing income and non-income inequalities.
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Annex 6.1
Pro-Poor Expenditure during, 2001-02 to 2005-06
(Rs Biflion)
Average
' Annual
Sectors 2001-02 | 2002-03 | 2003-04 | 2004-05 | 2005-06 | .~ .o
(percent)
Roads. Highways 6340 | 13145 16.455 | 35.181 53.248 70.2
and Bridges 7
i
Water Supply and 4644 3.421 4.176 6.538 10.338 221
Sanitation
Education 78.924 80.827 | 120.488 430.307 170.708 21.3
Health 19211 22 368 26.581 31426 ' 39.203 19.5 |
Papulation 1.331 3.420 4943 4578 | 10229 66.5
Planning ; | ;
Sacial Security : :
and Social 3.664 1.301 4.142 2.030 7.575 19.9
Welfare
Natural Calamities 0.189 0.410 0.543 0.922 19.148 217.3 |
and other disaster
irrigation . 101331 15535 22938 37.871 59.819 55.9
Land Reclamation |  1.838 |  1.733|  1.997 2,411 2673 9.8
Rural 12325 | 1683 | 18370 | 15360 |  15.040 541
Development 1 :

i Law and Order 31.000 36.293 |  40.000 47 416 59.567 17.7 |
Low cost housing [ 0.423 0.318 0.305 |
Justice 5 ]

| !

' Administration | 1.98 2.196 | 2.444 3.116 5.642 299
Food Subsidies | 5513 | 10.859 {  7.845 5359 |  6.02% 2.2
Food Support 2.017 2.017 2.804 27031 3.08% 11.2 |
Program
Tawana Pakistan 0.800 0.800 0.400 0.078 0
Program
Village é
Electrification 1.877 4.354 1.000

Total 179.909 | 219.858 | 276.505 | 338.677 | 463.597 26.7
Memo item
Expenditure as 4.0 4.5 4.9 5.1 6.0
percent of GDP
Source: Planning Commission
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Annex 6.2
Social Sector Expenditure during 2001-02 to 2005-06
(Rs Bil!ion%
Annual
Sector 5002-03 | 2003-04 | 2004-05 | 2005-06 Average
Increase
(%) 4‘
1 EDUCATION 78.924 89.827 120.488 | 139.307 | 170.708 21.3
| Federal 14.819 10.079 27.463 36.282 45516 324
|  Provincial 64.105 | 70.748 03.024 | 103.025 | 125.192 18.2
|
| Development 8.525 10.368 30.287 34.387 41.852 48.9
Current 70.399 79,459 ‘ 00.200 | 104.920 | 128.856 16.3
| HEALTH 22368 | 26.581 | 31.426 | 39203 19.5
\. Federal 4.393 5.317 6.133 l 8117 | 11.392 | 26.9
i Provincial 14.818 17.051 20,448 23.309 27.811 17.1
\
\ Development 2.494 3.621 4.244 6.649 9,793 40.8
_ Current 16.717 18.847 22337 | 24777 | 28.410 15.2
| POPULATION T
11 WELFARE 1.331 3.120 4913 \ 4.578 10.229 66.5
l Federal 1.308 1.949 3.348 3.106 ‘ 6.370 48.6
Provincial 0.023 1.471 1.565 ~ 1.472 3.859 259.9
I Devslopment 1.285 2.988 4,644 L 4.057 9470 64.8
1 Current 0.046 0.132 0.269 1 0.521 0.759 101.5
SOCIAL
SECURITY AND
\ WELFARE 3.664 1.301 4142 | 2.030 7.575 19.9
Federal 2.843 0.328 3.138 0.806 3.534 56
Provincial 0.821 0.973 1.004 1.224 4.041 49.0
l Development 0.106 0.135 0.260 0.478 1.391 90.3
| Current 3.558 1.166 3.882 1.652 6.184 14.8
TOTAL 103.130 | 116.616 | 156.124 177.341 227.715 219
Development 12.410 17.012 39.435 45.571 62.506 49.8
Current 907209 99.604 116.688 | 131.770 | 165.209 16.2
memo jtems.
Expend. as percent
cf GDP
Total | 2.3 2.4 2.8 27 3.0
Education ! 1.8 1.8 2.1 2.1 2.2 _J
Source: Ministry of Finance and Ministry of Education.
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Annex 6.3
Achievements in Education, Health and Population Planning Sectors
. PIHS - PSLM
Indicator 2001-02 | 2005-06
EDUCATION
Gross Enrolment Ratio (Age 5-9)
Boys 83 94
Girls 61 80
Total 72 87
Gross Enrolment Ratio (Age 6-10)
Boys 81 95
Girls 60 79
Total 7 87
Net Enrolment Ratio {Age 5-9) _
Boys 46 56
Girls : 38 48
Total 42 52
Net Enrolment Ratio {Age 6-10)
Boys 57 64
Girls 45 55
Total 51 60
Literacy rate (Age 10+)
Male 58 65
Femaie 32 42
Total 45 54
HEALTH
immunization (Chiidren 12-23 months} Based on Recall and Record
Urban 53 72
Rurai 52 71
Total 53 71
Diarrhoea (Children under & years suffering from Diarrhoea during
last 30 days) ’
Urban 14 13
Rurai 13 12
Total 14 12
tnfant Mortality Rate (per 1, 000 iive births) ;
Urban : 84 73
Rural ; 81 67
Total i 82 70

POPULATION PLANNING

Mean number of children ever born (women aged 15 fo 48} s

Urban i 2.4 2.1
Rural i 2.8 2.5
Total 27 2.3
Total Fertility Rate (women aged 15-49 years)
Urban 3.5 3.6
Rurai 4.9 3.9
Total 4.5 3.8
Contraceptive Prevalence Rate
Urban 31 Kis]
Rural 14 21
Total 19 26

Source: Federal Bureau of Statistics
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Annex 6.4
Composition of Water Supply and Sanitation Sources

(Percentage)

l

PIHS 2001-02 \ PSLM 2005-06 1

Source ]

Rural \ Total l Urban

L

Rural Total j

DRINKING WATER SUPPLY

|
| |
' piped Water | 58 10 \ 25 \ 59 l 21 \ 34 \
| Hand pumps 14 | 56 44 2| 42 \ 32 \
%l Motor Pump k 22 W 14 17 25 i\ 23 ‘ 24 ﬂ
% Dug Wells 7
Others 7
1 Total . 100 | 400 100 100 100 l 100 J
] SANITATION (TYPE OF TOILET) j
Fiush System g0 | 26 45 03 \ 42 \ 60
| |
"S‘;;‘t;f]i“Sh s ll 15 12 4 \ 15 11
' No Toilet 59 43 3 \ 44 30
100 100 100 T 100 L100 |

Source: Federal Bureau of Statistics
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Agriculture Development

Chapter

7

Agriculture Development

Introduction of high ylelding varieties of crops, increased use of chemical fertilizers
and pesticides, farm mechanization, development of irrigation facilities,
implementation of price, credit and other policies and support for agricultural
education, research and extension has enabled agricultural production to grow at a
faster rate during the last four decades. The strong growth in the agricultural sector
has enabled Pakistan to feed the growing population and to earn substantive amount
of foreign exchange through exports of raw and processed agricultural products.
Agriculture presently accounts for nearly 22 percent of the GDP and employs 45
percent of the labour force and is a source of livelihood for about two-third of our
population living in rural areas. To meet the growing food needs of our population, to
increase our export earnings and to overcome the social deficit, agriculture
development wiil be crucial in future. Performance of this sector thus has a direct
impact on our economy.

The main thrust of MTDF for agricultural development is to achieve self-reliance in
agricultural commodities ensure food security and improve productivity of crops
through enhancing crop productivity, efficient use of irrigation water, promoting
production and export of high value crops, import substitution, ensuring availability of
agricultural inputs and credit, improving marketing infrastructure, and improving
agricultural research and extension activities and their linkages

The prospects for bringing more area under cultivation are rather limited. Thus, to
feed the growing population and increase our export earnings, there is a need to
increase productivity, bridge the yield gap between ordinary and progressive farmers,
between national and international yields as well as between farmers in general and
research stations. We have also to deal with the problems of soil degradation,
irrigation water scarcity and SPS requirements in the arena of international trade in
agricultural commodities.

Diversification of agriculiure is needed to ensure optimal use of resources to achieve
sustainable agriculture, and to enhance production of high value agricultural
commodities. Awareness about and adoption of new technologies by farmers has to
be ensured by strengthening agricultural education, research and extension
activities. The role of biotechnology in agriculture will have to be increased to raise
agricultural productivity and competitiveness. To comply with WTO requirements for
our agricultural exports, animal and plant health inspection capacity has also to be
upgraded.

The main constraints faced in sustainable agricultural development include: soil
degradation, irrigation water scarcity inadequate coverage of improved seeds and
fertilizers, yield gap, and inefficient marketing system particulariy of perishable
commodities.

To deal with emerging challenges and issues, the Planning Commission will be
playing a proactive role. Consultative process with the stakeholders is being ensured
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through constitution of Working Groups on: Visioning and Forecasting; Agriculture,
Livestock, Dairy, Poultry & Fisheries, and Horticulture. It is planned to constitute
three more Working Groups on Forestry, Irrigation and Nutrition. These Working
Groups will help the Planning Commission in devising policies and action plans for
rapid and sustained agricultural development.

Review 2006-07
Financial Allocations and Utilization

Originally an allocation of Rs 11.8 billion was made in the PSDP 2006-07 for the
projects of Ministry of Food, Agriculture and Livestock. Later on, it was revised to Rs
11.3 billion. The utilization against the allocation is expected to be Rs 9.7 hiflion,
showing an expenditure of 87 percent of the revised allocations.

Recognizing the role of Agriculture Sector in the economy, the Government
significantly enhanced PSDP allocations to this sector from Rs 785 million in 2002-03
to Rs 11,277 million in 2006-07 reflecting a 13 times increase over a 5 years period.
During the same period, utilization of funds increased from Rs 535 million to Rs
9,750 million, indicating a 17 times increase. The extent of utilization of PSDP funds
also improved from 68 percent to 87 percent. The trend of allocations and utilization
during the last 5 years is depicted in Table 7.1 and Fig 71,

Table 7.1 PSDP Allocations and Utilization (2002-07)

(Rs Billion)
r Years T Allocations Utilization
2002-03 0.785 0.535
2003-04 2.08 1.64
2004-05 7.3 7
2005-06 0.846 8.638
2006-07 11.277 9.75

figure 7.1: PSDP Allocations and Ufilization
2002-07

= w 2002-03
2 = 2003-04
Z ¢ 2004-05
= 2005-046
¥ 2006-07

Allocations Utilization
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Main Areas of intervention

Management and conservation of irrigation water through lining of water courses and
laser land-leveling, agribusiness development, productivity enhancement through
research and integrated pest management, oilseeds develocpment, land use planning,
improved seed production of high value crops and technology transfer were the main
areas of focus during 2006-07 in line with the MTDF objectives. . Sufficient funds
were disbursed to the development projects in these areas,

Crop Situation

During 2006-07, the overall performance of agriculture sector was better than its
performance in 2005-06. The enhanced agricultural credit availability, Government
policy of encouraging use of the balanced fertilizer by granting subsidy on phosphatic
and potashic fertilizer, increased irrigation water availability and favourable weather
conditions particularly during Rabi season were the major factors responsible for
increased agricultural output. The output of wheat, sugarcane, gram and potato was
‘higher by 10.5 percent, 22.6 percent, 75.6 percent and 47.8 percent respectively
compared with the output in 2005-06, while that of cotton remained unchanged. The
wheat production of 23.5 million tones during 2006-07 is an all time record. The rice,
maize and onion production declined by 2.0 percent, 4.5 percent and 14.3 percent
respectively. Shifting of acreage to sugarcane crop and heavy rainfall in onion
producing areas in Sindh was responsible for decline in these crops production.
Performance of crop sector during 2006-07 relative to previous years and production
targets for 2007-08 is given in Table 7.2.

Table 7.2 Physical Targets and Achievements of Crops

Production . :
_ ‘ Percent Production |
items Unit 2005-06 | 2006-07 Change over Targets _:
Actual (Prov.) 2005-06 2007-08 i
(1) (2) (3) (4) (5) (6) %
Rice {000 MT) 5,547.2 5,438.4 -2.0 5,720.5 |
Basmati (000 MT) 2,920.4 2,493.6 -14.6 2,666.4
Others (000 MT) 2,626.8 2,944.8 12.1 3,0541
Maize (000 MT) 3,109.6 2,968.3 -45 3,220.9 |
Sugarcane (000 MT) | 44,6655 | 54,741.5 226 55,876.0
Cotton (é‘“a':gzg‘ 13.0 13.0 . 14.1
Wheat (000 MT) | 21,276.9 23,520.2 10.5 24,000.0
Gram (000 MT) 479.5 842.0 75.6 932.0 !
Potato (00OMT) 1567.9 2317.8 47.8 2249.0 |
Rape and | 550 mT) 1717 148.6 13.5 1538
Mustard I
Onion (000 MT) 2055.7 1760.9 -14.3 2142.0 |
Sources: Agricultural Statistics of Pakistan 2005-06, MINFAL, Crop Outlook,

Ministry of Food, Agriculture and Livestock, Medium Term Development Framework,

Planning Commission, Federal Bureau of Statistics.
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Wheat

During the last five years, wheat production has increased by 22.5 percent and a
record output of 23.5 million tones was harvested during 2006-07. Balanced use of
fertilizer enabled by the Government Policy of Subsidy on Phosphatic and potashic
fertilizers and timely rains during wheat growing season are the main factors
responsible for a 10.3 percent increase’ in wheat production during 2006-07 (Figure
7.2)

Figure 7.2 : Wheat Production Trend
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Maize

Maize production shows an increasing trend particularly since 2003-04. About 47 .4
percent increase in its production was achieved in 2004-05. Extensive use of hybrid
maize seed, favourable weather conditions and good economic returns received by
the farmers were the causative factors for the increase in maize output. Same factors
were responsible for 11.2 percent increase in maize production during 2005-06.
However, there has been slight decline in maize production during 2006-07. (Figure
7.3)

—

Figure 7.3: Maize Production Trend
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Cotton

Cotton crop is very sensitive to weather conditions and associated insect/pest flare
up. Cotton output increased from 10.00 million bales in 2002-03 and 2003-04 10 a
record production level of 14.27 million bales in 2004-05 due to highly favorable
climatic conditions (Figure 7.4). In subsequent two years, cotton production has
declined to 13.0 million bales. The contributing factors were emergence of Burewala
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sirain of cotton Leaf Curl Virus, decline in cotton area, crop damage by floods, rain
and attack of cotion meaiy bug.

Figure 7.4 :  Cotton Production Trend
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Rice

The rice production exhibited a rising trend during the iast five years showing an
increase of 5 percent per annum (Figure 7.5).

F
| Figure 7.5 : Rice Production Trend
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Sugarcane

The sugarcane production has shown fluctuations during the last five years. It
decreased by 11.6 percent in 2004-05 as compared to 2003-04. The contributing
factors were shifting of sugarcane area to cotton crop due to iucrative price of cotton
in 2003-04, to sunflower in Sindh, late payments made by sugar mil owners fo
growers. The trend of declining sugarcane production continued in 2005-06. in 2006-
07, sugarcane production increased by 22.8 percent over 2005-06 level primarily due
to attractive market prices and high demand (Figure 7.6).
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—e— Sugar Cane

Figure 7.6: Sugarcane Production Trend T
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Potato

Potato production remained relatively stable around 2 million tones during 2002-05.
The potato crop was damaged by frost in January 2006 and as a conseqguence,
potato production in 2005-06 declined by 22.6 percent relative to 2004-05. In 2008-
07, the potato production increased to 2.47 million tones, which represents a 57.6
percent increase over 2005-06 (Figure 7.7). The contributing factors were 12.4
percent increase in its area, stable market prices, increase in its export and
processing into potato chips.

Figure 7.7: Potato Production Trend ‘

=
2 %
= D 2 * v —t- "
= . ' o
8 £
gs '
-}
] 0 +—- . . . .
= 2002-03 2003-04 2004-05 2005-06 2006-07
Years
L

Onion

The onion production after remaining stable during 2002-03 and 2003-04
showed an increasing trend till 2005-06. Around 2.05 million tones onion was
produced during 2005-06. The contributing factor was increase in cultivated area
under onion by 17.2 percent during 2004-05 and by 16.4 percent during 2005-06
relative to 2003-04 and 2004-05 respectively in response {0 higher onion prices. The
onion production in 2006-07 declined by 14.3 percent relative to 2005-06 due to 15.1
percent decrease in area (Figure 7.8). Heavy monsoon rains in lowers parts of Sindh,
which is the main onion producing area damaged nurseries and uitimately the
production of onion was adversely affected.
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Figure 7.8 :  Onion Production Trend
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The balanced application of fertilizers plays an important role In boosting crop
production. The fertilizer off-take during 2006-07 was 3,637 thousand nutrient tones
(N=2,631, P=954 and K=52) against the target of 3,938 thousand tones (N=3,017,
P=892 and K=29). The desirable N:P ratio is 2:1. it was 3.4:1 during 2005-06.
However, the Government's policy of granting subsidy on phostphatic and potashic
fertilizer contributed to batanced use of fertilizer and the N:P ratio improved to 2.8:1
during 2006-07.

Program for 2007-08
Financial Allocations

An amount of Rs 15.8 billion has been allocated to the development projects of
Ministry of Food, Agriculture and Livestock in PSDP 2007-08. which represents a 40
percent increase over allocation during 2006-07. The relative shares of allocations to
variouts sub sectors is given in Figure-7.9. Additionally, Rs 200.3 million have been
provided for agricultural development projects of the ministries of Textile, Industry,
Science and Technology, Planning and Development and Islamabad Capital Territory
(ICT) of Interior Division.

Figure 7.9: Relative Share % of Different Programsin PSDP
2007-08
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Note: Others include Plant Protection, Soils & Fertilizers, Agri. Extension, Oilseed
Development, Improved Seeds and WTO.

Planned Interventions

The implementation of policies, strategies and programs envisaged in the Medium
Term Development Framework (MTDF) will be continued. Keeping in view the
performance of crop sector during last two years, the production targets for major
crops for 2007-08 are given in the Table 7.1.

The areas of interventions as identified in the opening discussion will continue to get
the attention of the policy markers. However, some new areas such as agribusiness
investment, biotechnology, bio-saline agriculture and bicenergy will be taken up
during 2007-08. This represents a significant widening of the base of agricultural
development efforts.

Keeping in view the targets for crop production during 2007-08, targets for fertilizer
off ~take equivalent to 3,800 thousand tones (N=2,710, P=1,030 and K=60) has been
fixed for the year 2007-08, which will further improve N: P ratio to 2.6:1.

Major Programs

Sufficient financial resources are provided to ongoing projects. Some new programs
are also included in PSDP 2007-08. The major programs are discussed in
subsequent paragraphs.

Conservation of lrrigation Water

With increase in cultivated area and the cropping intensity, Pakistan is experiencing
scarcity of irrigation water. For that reason, the water resources need to be used
efficiently. The resource conservation technologies (RCT's) need to be promoted
vigorously.

National Program for improvement of Water Courses in Pakistan, which commenced
in 2004 will continue. Under this project. 87.000 water courses are o be lined to save
water losses. So far 40,383 water courses have been improved and 18,000 will be
improved during 2007-08. Another mega project, “Water Conservation and
Productivity Enhancement through High Efficiency Irrigation Systems™ will also be
launched. It envisages instailation of high efficiency irrigation system on nearlty 0.3
million acres and construction of 20340 water storage tanks. To save irrigation
water, a development project, “National Project to Stimulaie Adaptation of Permanent
Raised Beds to Maize-Wheat and Cotton-Wheat Farming System in Pakistan” is in
progress. It will not only save irrigation water but land preparation cost will be
reduced significantly. About 190 Permanent Raised Bed machines are to be locaily
manufactured and would be made available to the farmers on subsidized rates to
facilitate adoption of new technology.
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Lined Watercourses and Related Structures

Cotton Sown on Permanent Raised Beds Permanent Raised Bed Technology

Development of Culturable Waste Land

About 8.12 milfion hectares of land falls in the category of culturable wasteland out of
which 1.22 and 4.0 million hectares are in NWFP and Balochistan respectively.
Provincial Agri. Engineering Departments need additional machinery and equipment
to reclaim the culturable wastelands. Federal Government will facilitate the
governments of NWFP and Balochistan by providing bulidozers ( 200 for Balochistan
and 100 for NWFP), which would be hired out to the farmers at no profit no loss
basis. Around 2,19,375 hectares of culturable wastetand (NWFP 73,125 and
Balochistan 146,250 hectares) would be reclaimed through the use of these 300
bulidozers. This will enhance agricultural production in the two provinces.

Integrated Pest Management Projects

The indiscriminate use of pesticides adversely affects economics of crop cultivation
and creates environmental hazards, as insects develop resistance against pesticides.
In the process the useful insects are also killed. and residues beyond safe limits
affect human and animal health. It is necessary 10 reduce the use of pesticides and
to use it selectively along with other means of controlling insects and pests ie
biological and cuitural practices. Accordingly, the integrated Pest Management ({PM)
techniques have been developed, tested and are being adopted by the farmers t0
control pests and minimize the use of pesticides. A "National Integrated Pest
Management Project” was initiated in 2004 with the objective to train 500 extension
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workers and 55,000 farmers in [PM techniques through 20 trainings of facilitators and
holding of 840 farmers’ field schools, along with training of 250 teachers of colleges
and universities. An evaluation of this project will be undertaken to draw lessons for
future policy formulation in this area.

Agriculture Sector Development Loan

The Government of Pakistan, with the Assistance of Asian Development Bank is
implementing an Agriculture Sector Program Loan Il (ASL-ll) since 1 April 2002
which comprises three loans totaling US$ 350 million. The loan is releasable in three
tranches. Two tranches of $ 225 million have been released and the third tranche is
due by June 2007. The loan will close on 30" June 2008.

The Program's primary objective is to promote growth through Increased agricultural
productivity and profitability. To achieve this, the Program was designed to assist the
Government in removing policy distortions, supporting institutional restructuring and
investment in agriculture.

The Government has taken measures for removing policy distortions i.e removal of
restriction on the inter-provincial and intra-district movement of wheat, entry of private
sector in wheat marketing, remnoval of non-tariff barriers on exports and imports of
agricultural commodities, free market for the basic seed, formulation of rules on
cotton grading and standardization, and guality control measures on fertilizers and
pesticides.

Steps have also been undertaken/underway for institutional restructuring i.e winding
up of the Sindh Agricultural Supplies Organization, restructuring of Seed Corporation
and converting it into a company. Organization and management study of the
Pakistan Agricultural Research Council, and restructuring studies of provincial
agricultural research and extension systems and Food Departments of all the four
provinces have been undertaken.

The Federal Government and the Provincial Governments are implementing 41 and
65 development projects respectively with major focus on building institutional
capacity, strengthening of agriculture research program for various crops, improving
marketing of agricultural commodities, introduction of  sprinkler irrigation,
establishment of soit and water testing labs, establishment of Farms Service Centers
(NWFP), establishing quality control labs for livestock and foods of animal origin,
providing livestock services, combating desertification and conservation of riverine
forests (Sindh), strengthening of cottage industries (Sindh).

Production of Quality Seed

Seed is the basic and cheapest input and due to its genetic characteristic, influences
efficiency of other inputs in achieving better yields. The use of quality seed enabies
20 to 25 percent improvement in crop yields. Seed has the potential to influence
productivity both at commercial and subsistence farms. The Government Policy
places greater focus to ensure increased supply of quality seed to the growers.
Private sector Is being encouraged to produce and market improved seeds of various
crops. So far, 637 private seed companies have been granted permission to do seed
business. The present status of quality seed distribution of different crops is not
satlsfactory as the certified seed availability for wheat is 24 percent, paddy 30
percent, cotton 64 percent, maize 35 percent, oilseeds 12 percent and pulses 1.3
percent. The major source of supplies for seeds for fodders, maize, oilseeds and
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vegetables are imports. The inadequate availability of improved seed highlights the
challenges lying ahead. The Ministry of Food, Agriculture and Livestock has sent
draft bill on “Plant Breeder's Rights “ which provides iegal protection against
commercial exploitation of varieties evolved by Plant Breeders, and encourages both
public/private sectors to invest in agricultural research and marketing .

Eleven new seed testing laboratories have been established and sixteen existing
laboratories rehabilitated /upgraded under a project “Establishment of Seed Testing
Labs and Rehabilitation of Existing Labs.” It will improve seed certification coverage
in the country and ensure supply of disease free quality seeds. Quality seed
production through private — public partnership has also been initiated through
another project “Establishment of Facilitation Unit for Participatory Vegetable Seed
and Nursery Production Program”. It will provide sound technoiogical basis for
vegetabie seed and nursery production of fruit plants. Under the project 20
participatory units will be established in private sector on public — private partnership
basis.

To provide an incentive to plant breeders to evolve and disseminate high yielding/
better quality varieties, provision has been made for royalty for plant breeders in the
Draft Legislation on Plant Breeder’s Rights.

Compliance of WTO Regulations

Pakistan lacks a coherent Sanitary and Phytosanitary (SPS) management system in
relation to its frade with other countries. There are serious capacity constraints and a
lack of coordination and effective interaction between the departments involved in
inspection, testing and other related activities. The absence of an SPS management
system is resulting in rejection of exported consignments and export bans, costing
the country huge losses in foreign exchange earnings. There is a strong and urgent
need to develop an SPS management system. Thus, a project “Special Program for
Strengthening SPS Facilities and Quality Inspection Services- Establishment of an
Integrated Animal and Plant Heaith inspection Services (NAPHIS)” has been
launched. it envisages a sound regulatory system to safeguard the health of animais
and plants and to ensure compliance of agricultural produce with international SPS
standards.

Agricultural Research

Agriculture Research is the prime factor for continuously improving and up-grading
agricultural productivity and therefore appropriate investiment has to be made for this
purpose. Pakistan Agricultural Research Council, the main research body in the
country had not received in the past encugh financial support to upgrade its facilities
and revamp its programs. Therefore, PARC has now been supported through a
mega project amounting to nearly Rs.3 billion to up-grade and re-furbish its facilities,
add new equipments and initiate research programs around priority themes. Main
fields include productivity improvement, high value agriculture (horticulture, livestock
and fisheries), post-harvest technologies, value chain, export competitiveness, WTO
compliance, sustainable resource use and otheRs This will also involve major human
resource development for acquiring new skills and technology for under-taking
strategic research in various sectors of agriculture.

In addition Agricultural Research System of Baluchistan is being restructured and
upgraded through a project entitled “Restructuring and Strengthening of National
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Agriculture Research system in Baluchistan”. It involves building new taboratories in
different ecological zones of the province and also capacity building of the scientisis.

Cotton being the most important cash crop and backbone of Pakistan’s economy.
research and development of this crop is of high priorily. A project for strengthening
of Central Cotton Research Institute in Muitan was approved with a view 1O
modernizes the research infrastructure, strengthen the research capabilities of the
institute and enhance capacity building of its research scientists, field staff and
growers. It wilt help in improving the productivity and quality of coiton by ensuring
and effecting continuous induction of new research-based technologies, indigenous
knowledge and skill transfer system. Similarfy, the project on “Managing Burewala
Strain of Cotton Virus™ will he continued for genetic and varietal research activities.
The federal and provincial cotton research institutes are being strengthened by
provision of research equipment and materials through this project. The uitimate
focus of the project will be the development and release of cotion varieties resistant
to Burewaia strain of cotton virus.

Sugarcane crop has high water requirements, its productivity is low and it is infringing
in our cotton belt. This is an important policy issue which is being looked into. Efforts
will be made towards introduction of sugar-beet and increasing productivity of
sugarcane.

On-going project “Production of Medicinal Herds in Coliaboration with Private Sector”
focuses on medicinal herb production as per WHQ guidelines, undertaking research
and data compilation of various nerbs in the geographical boundaries of Pakistan.

Biotechnology

Biotechnotogy continued to he one of the important technologies in agriculture
research. Several projects in this area have been funded from PSDP through
MINFAL, MoST and HEC. Maximum emphasis is being placed on cotton
hiotechnology especially for deveioping Cotton Leaf Curl Virus {CLCV) resistant
varieties through genetic engineering. After undertaking the basic work of identifying
and characterizing the causative virus, different genetically engineered cotton
varieties are now being tested in the field. Simitar work in fomatoes, potatoes and
Chities is being carried oul as these crops also face an acute problem of viral
infections. In addition toxin genes have been introduced in cotton. which will impart a
broad-spectrum resistance to both sucking and chewing insects. All these
technologies will positively impact cotton production in the coming years

In order to further support hiotechnology, two new projects have been approved. Cne
is the establishment of National institute of Genomics and Advance Biotechnology at
NARC Campus !slamabad. This project is of unigue nature and will undertake
genomics, bioinformatics, biological statistics, prepare DNA profiles, gene
sequencing of crops and animals under the umbrelia of PARC. The other project is
the University Institute for Biotechnology & Bio-informatics at University of Arid
Agriculture, Rawalpindi. These projects will not only further strengthen the human
resources but will atso focus on functional genomics, which provides the basic
information for improving agricultural productivity both in crops and livestock.

Bioenergy from Plant Biomass

A project “Production of Bioenergy Plant Biomass” wiil be initiated to utifize the
experience already gained to deveiop economically feasible process for production of
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biofuel from plant biomass, essentially grown on salt affected wastelands such as
‘kallar’ grass and other salt tolerant plants. It is a multi-laboratory study in which
PAEC, Punjab University, PCSIR and GCU Lahore are participating. The lingo-
cellulosic biomass will be converted by enzymatlc hydrolysis and fermentation into
ethanol/methane. It will provide an alternate source of energy. Research Institutes
Involved will be strengthened with required equipment and technical manpower.

Agribusiness Development and Diversification Project

The on-going “Agribusiness Development and Diversification Project” will be
continued in all the provinces, AJK , FATA and FANA with the assistance of Asian
Development Bank. It aims to develop a competitive and sustainable agribusiness
sector in the country with particular reference to horticulture/hortibusiness, livestock,
dairy development and promotion of the production of value added crops in the
country from business point of view. it involves development of agribusiness policy
and regulatory framework, rationalization/restructuring/capacity building of DALPMG
and FSCRD of MINFAL, establishment of Livestock and Dairy Devetopment Board
and Horticulture Project Unit within Pakistan Horticulture Development and Export
Board (PHDEB), a coordinated training program, facilitating access to effective
Business Development Services by agribusiness enterprises by financing eligible
services including technical, managerial, financial and marketing capacity building,
feasibility studies for agribusiness enterprises, capacity building support for
participating financial institutions for enhancing their capacity to extent agribusiness
sector.

The project would help in production and export of value added crops/commodities
such as livestock dairy and products, fruits, vegetables, and flours. Hence it will
promote a non-conventional sub-sector of agriculture sector.

Agribusiness Investment Promotion

An agribusiness investment promotion project costing about Rs 5 billion has been
proposed by MINFAL with the following components:

» Agribusiness Investment Promotion.

« Strengthening of Agribusiness Support Fund and Investment/Marketing
facilitation.

» Equity participation in strategic/viable agribusiness ventures through an
existing venture capital company).

» Special funds allocation for Provinces and Special Areas.

» Project Management Unit.

Under this project, a major chunk i.e 78.5 percent of the project cost is earmarked for
Agribusiness Support Fund (ASF) strengthening. A grant of Rs 3 billion to ASF is
intended to establish an Agribusiness Equity Fund for placing with a Venture Capital
Company of repute, with aim of entering into viable joint ventures with local and
foreign investors in agribusiness
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Imports Substitution

Edible oil and tea are our two major agricultural import items. Pakistan is not self-
sufficient in either of them. About two-third of the domestic requirements are met
through imports. The import of edible oil is increasing both in terms of quantity and
value. It increased from 1.197 million tones in 2001-02 to 1.695 million tones during
2005-06 costing Rs 24.00 billion and Rs 44.20 billion respectively, as iflustrated in
Figure 7.10 and Figure 7.11

Figure 7.10: Edible Qil Import {quantity)
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During first eight months of 2006-07, the quantity of imported edible oil was 1.303
million tones costing Rs 37 billion. To curtail the imports of edible oil, domestic
production needs 10 be enhanced significantly. To achieve this, the on-going oilseed
development and promotional programs will be continued in the direction of
enhanced output of domestic edible oils and the consequent self-reliance. These
programs include “Rapid Conversion of Wild Olive into Oil Bearing Species” aiming at
conversion of 1.64 million wild olive plants to fruit bearing trees, and “Sunflower
Cultivation in Balochistan” to grow sunflower on 12,000 acres in the province for
increasing the production of oilseeds/edible oil in the country along-with transfer of
technology to the farmers by developing demonstration plots at various locations in
the province. The oifpaim cultivation technology has already been demonstrated in
the coastal areas of Sindh and Balochistan through Phase-! of the project “Oilpalm
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Development Pilot Project’. As a follow-up to this project, another “Oilpalm
Development Project” was launched in 2005-06 in Sindh and Balochistan envisaging
oilpalm promotional program for increasing the production of edible oils. It will be
continued in 2007-08. Under it, 300,000 oilpalm seedlings will be imported, 500,000
nursery plants will be established for distribution to farmers in Sindh and Balochistan
and a smail oil mili will be installed for palm oil extraction from oilpalm fruit produced
by the farmers.

The edible oil imports drain our scarce foreign exchange resources and accordingly
the efforts for import substitution are receiving due attention.

Tea Production

Tea is another major import item. Its import has risen from Rs 8.6 billion in 2001-02
to Rs 13.3 hillion in 2005-06. A mega project entitied "Commercialization of Tea
Production through Public Private Partnership” is being processed for approval,
which aims at bringing  under cuitivation 6000 acres of suitable land under tea
cultivation in NWFP, AJK and FATA and strengthening the National Tea Research
Institute at Mansehra. The project will be launched in 2007-08.

Crop Maximization Project

A “Crop Maximization Project” being implemented since 2002-03 in 109 villages of 15
districts of all the provinces and AJK was completed in June 2006. The project
resulted in 30-40 percent enhancement in crop productivity. Its foliow up “Crop
Maximization Project-1l” will be launched in other 1,012 villages of 27 districts of all
the provinces, AJK, and NAs during 2007-08.

The project envisages benefiting from the experience of phase-l of the project in
increasing the agricultural productivity of rural areas on sustainable basis, enhancing
food security and reducing poverty. It will establish collective institutions, i.e. Village
Organizations one each in 1012 villages which will be owned and managed by the
farmers themselves for procurement/management of critical inputs/services,
marketing of outputs and diversification of income generation activities, especially by
the small land holders.

Biosaline Agriculture

Salinization of soils and ground water is a major soil degradation probiem that is
growing steadily. Nearly 6 million hectares of potentially arable land is salinized; 1.25
falling in the canal commanded area while the rest is out-side it. This salinity has
adversely affected the soil's chemical and physical properties, making it unfit for
conventional crop production. It seems that a durable solution of salinity and water
logging problems may take a long time and we may have to live with salinity by
finding ways to utilize the affected land fruitfully.
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Schematic Presentation of Biosaline

Agriculture Technology

A possible approach could be to tailor plants to suit this environment. Research on
ihese select lines have already been carried out at NIAB and University of
Agriculture, Faisalabad and Biosaline Agricuiture Technology has been developed.
Based on this approach several community based smalil projects have been carried
out by several organizations. Government of Punjab using this approach is carrying
out a project on 3 affected districts of Punjab. Based on the previous results, a
National Biosaline Agriculture Program has been launched in 13 affected districts: 6
in Singh; 4 in Punjab; 2 in Balochistan, and 1 in NWFP. Model demonstration sites
will be established to transfer the technology through community participation. It is
hoped to cover nearly 150,000 acres of salt affected land.
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Chapter

8

Livestock

Livestock is an important sub-sector of economy. It contributes 49 percent to the
agriculture value added and 11 percent of the GDP. Development of livestock has
strong linkages with other sectors such as rural development, industries, environment
and poverty alleviation. 1t is important in the poverty alleviation strategy for a larger
segment of population residing in rural areas, as it provides a regular and ready cash
flow and also helps in improving nutritional status particularly of women and children.

The main focus of livestock and fisheries development is to achieve self reliance in
livestock products and improve productivity of animals in terms of milk and meat.

This is to be achieved through: development of new technologies, scientific methods
of farming and improved management practices; exploiting export potential, import
substitution: ensuring availability of credit; improving livestock marketing
infrastructure and strengthening institutions, for livestock research and extensions
and improve their linkages.

The productivity of livestock in terms of milk and meat is low. However, there is
considerable potential to increase the productivity of livestock and fish production.
The best breeds of cattie, buffaloes, goats and sheep are available whose full
production potential has not been realized. The productivity of livestock can be
improved through provision of adequate and nutritious feeds, improved coverage
against diseases artificial insemination and adoption of modern animal husbandry
practices. Similarly, the production of fisheries can also be enhanced through
exploitation of marine resources and aquacuiture development programs.

Review of 2006-07

The milk and meat production touched the levels of 33.2 and 2.6 million tones
respectively in 2006-07. It indicates 6.2 and 6.6 percent higher production
respectively over production of 2005-06. Fish production was 0.6 million tones Le.
3.6 percent higher than the output in 2005-06. Each of these items are discussed in
the following paragraphs whereas the level of their production from FY 03 to FY 07
are presented in the figures 8.1 10 8.3.

Milk

The milk production depicts an increasing trend i.e. it increased from 27.8 miliion
tones in 2002-03 to 33.2 million tones in 2006-07(Figure-8.1). The main contributing
factors were increase in number of milch animals, improvement in veterinary care
facilities and artificial insemination coverage, and higher milk prices.
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Figure 8.1

Milk Production Trend
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Meat

The meat production depicts a rising trend, as it increased from 2.1 million tones in
2002-03 to 2.6 million tones in 2006-07 (Figure 8.2). Increase in meat prices and the
number of livestock were the contributing factors.

Figure 8.2
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Fish

The fish production depicts a rising trend. It increased from 0.57 million tones in
2002-03 to 0.61 miilion tones in 2006-07 (Figure-8.3)

Figure 8.3
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Programs for 2007-08

The Medium Term Development Framework envisages achieving self reliance in
livestock products and increasing productivity by giving emphasis on quality rather
than the number of animals. Programmes for breed improvement through cross
breeding, artificial insemination and embryo transfer technology will be implemented.
For keeping healthy and well -nourished herd emphasis will be laid on better feeding
and management practices. Exploitation of marine resources on sustainable basis
will be undertaken. Shrimp farming and aquaculture development will be carried out
to increase fish production. A Working Group on Livestock and fisheries has been
constituted by MINFAL to review the past achievements, constraints and potential of
livestock and fisheries. The Group will come up with workable policies, strategies and
plans to improve productivity. It is estimated that 35.1 million tones of milk, 2.8 million
tones of meat and 0.7 million tones of fish will be produced during 2007-08. The
physical targets and achievements of livestock products and fish production are in
Table 8.1

Table: 8.1 Production of Livestock Products and Fish

Production Production
: Percent Targets
items Unit 2005-06 | 2006-07 Change 2007-08
Actual (Prov.) Over 2005-06

A. Livestock Products

Milk (000 MT) 31,2940 33,230.0 6.2 35,098.0
Meat {000 MT) 2,419.0 2,578.0 6.6 2,752.0
Woaol (000 MT) 40.7 41.2 1.2 41.8 |
Hides {000 No) 9,100.0 9,600.0 55 10,200.0 |
Skins {000 No) 45,200.0 48,000.0 6.2 50,800.0
B. Fish Production

Intand (000 MT) 241.0 250.0 3.7 275.0
Maring {000 MT) 349.4 362.0 3.6 383.0
Total {000 MT) 580.4 612.0 3.7 658.0 |

Source: Federal Bureau of Statistics and MINFAL.

Livestock and Fisheries Programs
The following programs will be continued in 2007-08 and afterwards.
» Strengthening of Livestock Services for Livestock Diseases Control in
Pakistan- Eradication of Rinderpest.
s Prime Minister's Special Initiative for Livestock
e Milk Collection/Processing and Dairy Production and Development Program
e Livestock Production and Development and Meat Production
» Upgradation and Establishment of Animal Quarantine Stations in Pakistan.
s Establishment of Animal Quarantine Stations at Quetta and Gawadar.

e Up-gradation of Animal Health Laboratory at NARC to Serve as National
Reference Laboratory for Poultry Diseases.

e National Coordinated Research and Development Project on Improvement of
Wool Quality. -
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« Stock Assessment survey in Exclusive Economic Zone(EEZ) of Pakistan

» Strengthening of Quality Control Laboratories at Marine Fisheries
Department, Karachi.

» Monitoring of Deep-Sea Fishing Vessel through Establishment of 03 GPS
Base Stations and Deputation of MFD Representatives on Each Vessel.

A new project “Improving Reproductive Efficiency of Cattle and Buffaloes in Small
Holders Production System” will be launched in collaboration with military dairy
establishment. Quality semen will be provided to the farmers at the rate of Rs 25 to
30 per dose. Facilities of embryo transfer will be extended to private sector at the rate
of Rs 500 per embryo for the 1% three years of the project. Semen production and
processing facilities will be strengthened both in public and private sector to improve
iocal non-descript breeds of cattie. :

Poultry

For the last few years, poultry is facing a very serious problem of the outbreak of
avian influenza and huge losses occurred last year. Keeping this in view, a “National
Program for Contro! and Prevention of Avian Influenza’ will be started. 1t will establish
an effective network for timely information about the outbreak. Relevant institutions
will be strengthened and upgraded with technical manpower and scientific
equipment. The required quantities of vaccines will be made available to the
provinces for prevention and control of disease. Culling of the affected poultry farms
will be carried out and affected farmers will be compensated.

Fisheries

Apart from continuation of the ongoing projects, a mega program “Aquaculture and
Shrimp Farming” will be initiated. Shrimp farming along coastal areas of Sindh and
Balochistan will be encouraged through establishing 11 model shrimp farms In
collaboration with private sector. Technical assistance will be provided to the shrimp
farmers. Cage culture having a lot of potential will be introduced. It will be
demonstrated on five selected sites. Six modern fish markets will be established to
encourage private sector 10 adopt modern marketing systems and technigues for
minimizing post-harvest losses. A Fisheries Development Board will be set under the
chairmanship of secretary, MINFAL for promotion of fisheries business.

The European Union recently imposed a ban on export of fisheries products from
Pakistan on account of non compliance with SPS requirements throughout the value
chain. The MINFAL is providing necessary technical assistance.

The laboratories of Marine Fisheries Department have been upgraded under the
projects “Strengthening of Quality Control Laboratory at Marine Fisheries
Department, Karachi” and “additional Improvement of Marine Fisheries Department
in View of WTO requirements’ and one of their laboratories has been granted
international accreditation. The capacity of Marine Fisheries Department, the
regulatory agency is also being strengthened under the Project “Speclal Program for
Strengthening SPS Facilities and Quality Inspection Services in compliance with
WTO - Establishment of an Integrated National Animal and Plant Health Inspection
Services”. It is expected that with these interventions, the capability of fisheries
sector to meet SPS requirement will be enhanced and consequently the EU ban

would be lifted.
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Chapter

9

Water Resources Development

Irrigated agriculture is the backbone of the national economy. The level of
agricultural production is directly related to the availability and effective use of water
as a major input. The demand for water is increasing rapidly while the opportunities
for further development of water resources of maintaining their use to existing levels
are diminishing. The current per capita water availability at 1200 m3/person is low,
with Pakistan in the category of a high water stress country.

The broad goal of development of water resources sector is to uplift the agro-based
economy on the national level by maximizing crop production, through progressively
increasing surface water supplies and conserving them using the latest available
technologies and protecting land and infrastructure from waterlogging and salinity,
floods and soil erosion in an integrated manner. The goal also includes catering to the
increasing demands for drinking water supplies and for industrial and commercial
activities in a cost effective manner.

The key issues that have been addressed in Medium Term development Framework
(MTDF) 2005-10 include (a) the absence of a holistic, integrated and sustained
approach in water resources management, (b) sub-optimal use and low productivity
of water, (c) inadequate storage capacity with water €scapages to sea, (d) extensive
seepage losses in the irrigation system, (e) inadequate operation and maintenance
and poor cost recovery, (f) excessive groundwater pumpage without groundwater
recharge (mining of groundwater), (g) absence of measures for rainfall harvesting,
(h) unsafe disposal of drainage effluent to the sea, (M) inadequate protection of
infrastructure from floods, (i) lack of private sector participation, (j) deteriorating
institutional capacities of key water sector institutions, (k) increased poverty in
hackward irrigated areas, and () poor linkage among water, agriculture and rural
development projects and related research.

The National Water Policy aims at integrated water resOUrces management and
water conservation, high efficiency irrigation systems by farmer's participatory
management and gender mainstreaming. The main features of the policy are:

iy Providing adequate and safe drinking water for all;

i) Providing food security for all and feed security for livestock;

iit) Providing hygienic sanitation facilities for urban and rural population;

iv) Maintaining water quality and protecting water resources by preventing their
poliution;

v) Treatment and possible reuse of waste water — domestic, agricultural and
industrial;

vi) Restoring and maintaining the health of the environment and ecology;

vii) Flood management {0 mitigate floods and minimize flood damages;

viii) Hydropower development for economic growth;

ix) Security of benefit streams of the water related infrastructure for sustained
provision of services,

X} Conservation and optimizing water use efficiency.
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The water sector strategy centers around three important elements ie. water
augmentation, water conservation and efficient water use. In this context a
comprehensive set of measures for the development and management of water
resources are {o be formulated and effectively implemented. This includes the
development of additional medium and large-size reservoirs, integrated resource use,
the introduction of water efficient techniques, containment of environmental
degradation, institutional strengthening, capacity buiilding and human resource
development. The Government has announced three new priority water storage dams
i.e. Akohri, Basha including Kala Bagh Dams to be completed upto 2016, in addition to

on-going projects such as Mangla Raising, Gomal, Satpara, Kurram Tangi and
Sabakzai Dams.

Landmarks of MTDF

During the first two years of Medium Term Development Framework (MTDF),
maximum resources were allocated to the Water Sector high priority mega projects
especially in dams, canals and on-farm water management projects. Against the
MTDF allocation of Rs 91.79 biliion for first two years (2005-06 to 2006-07), an
amount of Rs127.96 billion (39% higher than the MTDF allocation) has been
allocated for water sector development projects during the year 2005-06 to 2006-07.
The landmark of the first two years of MTDF are:

e Completion of Mirani dam;

e Substantial compietion of Raising of Mangla and and Sabakzai dam.

o Iprovement of 35,222 watercourses;

o Compietion of 43 new minors and remod. of existing 49 minor canais in

Balochistan;

Whereas physical progress of RBOD-, i & i1, iining of irrigation channels,
Improvement of irrigation infrastructure in Punjab, Sindh, & NWFP remained
satisfactory.

Review of 2006-07

The program for 2006-07, the second year of MDTF 2005-2010, focused on the
irrigation, drainage and flood control sub-sectors. The maximum resources were
allocated to complete the on-going projects and high priority storage and canal
projects in an effort to overcome the scarcity of water through augmentation. The
overall implementation remained satisfactory and the planned targets were generally
achieved, especially in case of dams, canals and improvement of irrigation
infrastructure, National Program for watercourse improvement, lining of irrigation
channels in Punjab & Sindh, Right Bank Outfall Drain (RBOD-I, Il & lil) projects.
However in some programs/projects, such as the lining of irrigation channels in
Sindh and new projects started during 2006-07 in Sindh and NWFP, the

achievement was lower than the planned targets due to a variety of implementation
problems.

It is expected that the revised financial allocation of Rs 57,050 million for the year
2006-07 would be fully utilized by the end of June 2007.The overall water-availability
of 16.94 Mhm (137.78 MAF) in 2005-06 is expected to have increased to 16.95 Mhm
(137.80 MAF) during 2006-07 against the target of 142.15 MAF (17.48 Mhm)). Out of
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the total water availability during 2006-07, about 10.76 Mhm (87.48 MAF) was from
surface water supplies and 6.21 Mhm (50.32 MAF) from underground water.

Under lrrigation sub-sector, the overall physical progress of fast track (high priority)
projects namely Raising of Mangla, Sabakzai, Satpara, Gomal Zam Dam and
Kurram Tangi Dams, Greater Thal, Kachhi, Rainee and Extension of Pat Feeder
Canals, Lining of irrigation channets and improvement of irrigation infrastructure in
Punjab, Sindh and NWFP remained satisfactory in addition to completion of Mirani
Dam. An amount of Rs 1,000 million was allocated to Punjab, Sindh and Rs 750
million to NWFP for lining of irrigation channels. Under this program, the planned
target in Punjab and NWFP was achieved. However the planned target in Sindh
could not be achieved, due to, inter alia, the late and inadequate releases of
allocated budget.

Under drainage sub-sector, the progress of RBOD-I, 1 and ill remained satisfactory
and it is expected that all three stages would be compieted by 2008. During 2006-07, a
sum of Rs 5,000 milion was allocated to continue the on-going activities of the RBOD-
I, Il & Hl, in addition to the allocation of Rs 3,000 million for completion of National
Drainage Program (NDP) during the year 2006-07.

The national program for water-course improvement was implemented in 2006-07 to
achieve the revised target of 18,000 watercourses in all the four provinces. A sum of
Rs 8,500 million was aliocated to achieve the planned target.

Under the ADB-assisted Second Flood Sector Project, the outstanding project's
liabilities were cleared and the project was completed with the revised budget
allocation of Rs 120 million. Under the normal flood protection program, the allocation
of Rs 950 million was utilized to complete the priority schemes of all provinces. The
sector-wise physical achievements are given in Table 9.1.

Table 9.1 Key Physical Targets 2006-07 and 2007-08 and Achievements.

ltem Unit Targets Achievements | Target
2006- 2006-2007 2007-08 !
2007 Physical | %age ;
lrigation l
a) Water Availability (Cumulative) Mhm 17.13 16.95 98 18.16 |
MAF 138.86 | 137.80 14765 |
b} Earthwork for dams & canals MCM 84 114 135 80 !
c) Concrete work for dams & canaj MCM 2.05 1.50 73 13
d) Land Acquisition Ha 9.320 10,890 116 | 9.000
Drainage & Reclamation
a} Disastrous area protected Mha 0.24 .10 42 0.24
b} Surface Drains {Earthwork) MCM 22.14 15.0 68 26
(Extension, rehab. & remodelling of
canals)
Flood Control Program
Under Nomal Flood Program No 38 38 100 25
OFWM Program
| Watercourse improvement No 12,000 18.000 150 1 9.000

Source: WAPDA, Provincial Irrigation Departments

MAF:
hectares

Mitlion Acre Feet, MCM : Million Cubic Meters, Mhm : Million Hectare Meters, Mha : Million
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Program for 2007- 08

Water Sector has been given the highest priority in the budget allocation for 2007-08
with an allocation of Rs 70.91 billion, which is 24 percent higher than the last year
budget allocation of Rs 57.00 billion. Maximum resources have been given to the
timely completion of on-going projects, including water storages and canal. The main
strategy adopted in water sector is to achieve the planned target under MTDF. The
comparison of the budgetary allocation and utilization for the water sector for the year
2003-04 to 2006-07 is given in Table 9.2.

Table 9.2 Water Sector Budget Allocation vs Utilization

Rs Billion
| Years . Aliocation " Utilization !
! 2003-04 i 15,728 12.433

2004-05 | 25.417 | 22.984 |

opo7-08 . 709t 1 ==
Source:- WAPDA, Provincial Irrigation Departments

Figure 7.1: Water Sector Budget Allacations vs Utllization

L 2003.04
=2004-05
. 200808
v 2006-07
- 2007-08

Allocation Utllization

Source:- WAPDA, provincial Irrigation Departments

Out of total allocation of water sector in PSDP 2007-08, the respective shares of
Punjab, Sindh, NWFP and Balochistan stand at 32.5, 32.0, 165 and 17.5 percent
(Figure 9.2).
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Figure 9.2 Provincial Share in Federal PSDP 2007-08

It is expected that the overall water availability will increase from 16.95 Mhm (137.80
MAF) in 2006-07 to about 18.16 Mhm (147.65 MAF) in 2007-08. This would include
about 11.97 Mhm (97.33 MAF) from surface water supplies through canal withdrawals,
watercourse improvement, canal lining/remodelling, irrigation system rehabilitation
program and small irrigation schemes, and the remaining 6.19 Mhm (50.32 MAF) from
underground fresh water aquifer mainly by private tubewells. The water availability will
be improved through a major emphasis on water conservation measures such as
remodelling/rehabilitation/lining of canals and watercourses, and completion of on-
going mega projects being implemented on fast track basis.

In the drainage sub-sector and improvement of irrigation infrastructure, in line with
the MTDF target, 0.24 Mha of disastrous area is planned to be reclaimed from water
logging and salinity through excavation of 26 MCM of earth work for surface drains,
13 McM of concrete canal lining, more than 50 MCM earthwork irrigation
infrastructure/system improvement and construction of about 2,000 major /minor
structures. The area under various depths to water-Table is shown in figure 9.3.

Figure 9.3 Area under Various Depths to Watertable (000 Hectares)
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Under National On-Farm Water Management Program, more than 9,000 watercourses
will be improved. A sum of Rs 6,000 million has been allocated to this program for the

financial year 2007-08.

Under Normal/Emergency Flood schemes, it is planned to spend an amount of Rs 1.80
bilion to complete the emergent flood schemes in Pakistan. The main
programs/projects to be implemented during 2007-2008 are discussed below:

i) Irrigation

An amount of Rs 54.14 billion (76 percent of the total water sector’s allocation) has
been allocated for irrigation projects (dams, canals, lining and improvement of irrigation
infrastructure) during 2007-08. Under this sub-sector, ten on-going dams/canals
projects (Gomal Zam, Raising of Mangla, Sabakzai, Satpara Dams, Kurram Tangi,
Construction of Bolan Dam, Greater Thal, Kachhi, Rainee and Khirther canals) have
been protected for timely compietion whereas adequate funds have also been provided
for revamping/rehabilitation of irrigation system of Sindh, Punjab and NWFP, Lining of
Irrigation Channels in Punjab, Sindh and NWFP and extension of Pat Feeder canal in

Balochistan. The major irrigation projects are as under:

Major On-going Projects

¢ Raising of Mangla Dam. The construction of main dam, land acquisition/
compensation, infrastructure development in new city, Dhanghali bridge and
works on Bong canal would continue during 2007-08. An amount of Rs 20.00
billion would be utilized for timely completion of these works.

e Satpara Dam. The dam would have a storage capacity of 0.045 MAF and would
irrigate 19,920 acres of land in Skardu Valley. An amount of Rs 900 million has
been provided during 2007-08 to undertake works on irrigation system, main

dams, structures, power house and spillway.

e Sabakzai Dam. The physical works of main dam has been completed. The
development of command area of dam is in progress. A sum of Rs 200 million
has been allocated to clear remaining liabitities.

e« Gomal Zam Dam. An amount of Rs 1.80 billion would be expended during
2007-08 for irrigation and drainage works, Hydropower works and land

acquisition of 2700 acres.

Greater Thal Canal. A sum of Rs 2 50 billion has been allocated for 2007-08 for
15 MCM of earthwork, 0.05 MCM of concrete lining, about 1500 acres of land
acquisition and construction of 500 structures.

e Kachhi Canal {Punjab Portion 300 km lined contract No. KC-/ to KC-V}). An
amount of Rs 8.50 billion has been aliocated for land acquisition of 10,000 acres,
16 MCM of earthwork, 0.4 MCM of concrete work and construction of about 200
structures. Phase-| of the project will be completed by December 2008.

¢ Rainee Canal. The total length of canal is 164 km. RC-1. I, lIf and IV have been
completed. Work on RC-IV to RC-Vil is in progress. An amount of Rs 2.50 billion
has been allocated for construction of 8 Cum of earthworh, 0.70 Cum of conrete
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work of main canal and distributaries, construction of about 6,000 minor
structures.

¢ Revamping/rehabilitation of Irrigation & Drainage System in Sindh. The
project costing Rs 12.96 billion includes strengthening of 8,082 km of
canals/drains, silt clearance of 3,635 km of branches, stone pitching of 380 km of
canal banks, repairfremodeling of 241 regulators and rehabilitation of 1,596
SCARP tubewells. During 2007-08 a sum of Rs 2.00 billion has been allocated to
complete the on-going works.

* Punjab Irrigation System Rehabilitation Punjab. The project includes
strengthening of 1000 km of canals/drains, earthwork of 198 MCM for silt
clearance of branches, stone pitching of canai banks, repair/remodeling of 90
regulators, 50 bridges and rehabilitation/remodeling of 17,500 modules. An
amount of Rs 2.70 biliion has been allocated for this program for the year 2007-
08.

¢ Lining of Irrigation Channels in Punjab, Sindh and NWFP. Lining of irrigation
channels in saline zones are being undertaken in three Provinces to save the
seepage and other losses. A sum of Rs 3.25 billion has been earmarked to this
program for the next fiscal year 2007-08.

e Extension of Pat Feeder Canal, A sum of Rs 900 miilion has been allocated for
this projects during 2007-08 for remodeling and remaining extension works.

e Lower Indus Right Bank Irrigation & Drainage Project (RBOD-I). The project
has been revised at a cost of Rs 14.71 billion. The main components of the
project include extension/widening of RBOD-I, rehabilitation of Miro Khan and
Rehabilitation of Shahdad Kot. An amount of Rs 1.90 billion has been allocated
to complete the on going works.

¢ Right Bank Qutfall Drain from Sehwan to Sea (RBOD-lI). The revised project,
costing Rs 29.00 billion, has been approved. It includes construction of 273 km of
drains for disposal of 3,525 cusecs of drainage effluent into sea. The project has
been delayed by two years. About 14.49 MCM of earthwork and 0.60 MCM of
stonework for the main drain and construction of 125 structures are expected to
have been completed by June 2008. An amount of Rs 4.60 billion has been
earmarked during 2007-08 to complete the on-going contracts.

+ Balochistan Effluent Disposal info RBOD (RBOD-IlIl). During 2007-08, an
amount of Rs 800 million has been earmarked for earthwork of 2.0 MCM,
construction of 71 structures and land acquisition of about 200 ha.

i) Conservation and Efficient use of Water

The OFWM program aims at reducing conveyance losses and field losses by
improving watercourses, precision land leveling and organization of water user
associations and establishing demonstration plots. In addition, water storage tanks are
to be constructed and lifting devices installed on streams so as to provide irrigation
water to barani agricultural land. The watercourse improvement would be accelerated
to save water, minimize water loss and alleviate poverty. The remaining 86,500 water-
courses have been proposed to be improved during the MTDF resulting in saving of
about 8 MAF of water. A sum of Rs 6.00 billion has been made to meet the target of
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improvement of 9,000 watercourses under the National On-Farm Water Management
program costing Rs £6.40 billion (Federal share Rs 50.65 billion). -

A new initiative costing Rs 18.53 billion is being taunched on efficient use of water at
farmland to enhance farm irrigation efficiency from 60 to 80 percent within an aliocation
of Rs 1.250 billion by encouraging farmers to use modern trickle and sprinkler
irrigation.

iii} Fiood Protection Program

The flood control works are being undertaken under Normal/Emergent Flood Works,
whereas, Second Flood Sector Project and improvement in the Flood Forecasting
Systemn for Lai Nullai have been already completed. An amount of Rs 1.80 billion has
been allocated for the on-going Normal/Emergent Flood program during 2007-08.

iv) Survey, Investigation and Research

Survey, Investigation and Research is a continuing program being carred out by
WAPDA. During 2007-2008, the work will continue on a number of important schemes
such as International Waterlogging & Salinity Research Institute, Mona Reclamation &
Experimental Project, Lower Indus Water Management & Reclamation Research
Project, WAPDA's engineering studies for small dams (Hingol, Naulong, Winder,
Sukleji dams), feasibility study for construction of new small dams in Balochistan &
NW FP, Hydrological Investigation in Noshera, Land & water Monitoring of Indus Plains
and feasibility study on causes for waterlogging and remedial measures along C.J Link
Canal, Adopting measures to control rising water table at PAF base and Master
Planning study for integrated development for Chitral, Swat and Kabul rivers. A sum of
Rs 274 miillion has been allocated for this program during 2007-08.

Presently Irrigated Areas and Proposed Water Projects (Figure-)
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Energy
Overview

Access to modern commercial energy is fundamental to civilization, and economic
and social development is fuelling a growing demand for reliable, affordable and
clean energy. Most of the population, today lack access to modern energy services
whereas country's energy resources are abundant.

The ongoing privatization and market liberalization processes and the evolving
energy regulation and environmental legislation, are creating more uncertainties in
the market. This calls for a balanced approach to the planning of the energy mix and
for a maximum deployment of domestic energy resources. Local resources and
renewable energies, together with improved efficiency throughout the whole
production, supply and use chain will contribute to improving energy security.

The country historically has been subjected to energy demand suppuration due to
limited supplies and lack of adequate infrastructure  development for provision of
energy to the economy. The tack of sustained and affordable energy to economy has
restrained economic and social growth and created declining tendency for investment
in the country

Long-term strategic decision for development of energy sector that carries long lead
times, spanning decades, requires careful due diligence and reliable data.
Accordingly a long term integrated National Energy Security Plan; covering the
period up to 2030 approved by the Government in 2005, is aimed at (i) enhanced
exploitation of indigenous resources including hydropower, oil, gas and coal, and to
increase the share of coal and alternative energy in the overall energy mix, (ii)
optimum utilization of the country’s resource base 1o reduce dependence on imported
energy through an institutionalized strategy, (iii) creating an environment conductive
to the participation of the private sector, and (iv) developing the local energy scenario
in the context of regional perspective.

To meet future energy requirements through indigenocus sources domestic
exploration and development would be intensified. Simultaneously, the energy
supply options would be diversified, with import of gas and LNG. In the Power
Sector, additional generation capacity would be developed with extensive private
sector participation system losses would be reduced. In the oil and gas sector, the
number of oil and gas wells to be drilled will be more than double from current level.
Significant improvements will also be made in oil transportation, storages and refining
operalions.

The strategic direction for development of the energy sector and sustainable supply
of energy at competitive price to all sectors of the economy include: (i) supply to be
based on an optimum energy mix;(ii)maximum utilization of the indigenous resources
to meet the increasing energy demand with a major emphasis on increasing the coal
share in the energy mix by developing indigenous coal resources, and setting up
integrated coal mining and power generation, petro-chemical plants and coal
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gasification; development of hydropower increasing local oil and gas production by
enhancing drilling activities particularly in off-shore areas and promotion of
accelerated nuclear and renewable/alternative energy sources (wind, solar}in overall
energy mix; (iii) enhancing private sector participation, including manufacturing of
plants and equipment by strengthening regulatory frameworks and related institutions
and development of infrastructure, and (iv) development of human resources with
emphasis on technical skills and expertise. The sirategy also includes extension of
LPG supply to commercial and domestic sector, encouragement of CNG uitilization in
the transport sector and import of LNG to meet short-term gas requirements.

Power Supply

To meet the electricity demand over the Energy Security Action Plan (ESAP) (2005-
30} an extensive expansion of installed generating capacity will be required. It is
estimated that installed electricity generating capacity will grows from 19,540 MW in
2005 to 162,590 MW in 2030 (average annual growth rate of 8.2 percent). The fuels
used in the additiona! generating capacity vary, as a function of available natural
resources, energy security concerms, and market competition among fuel choices, as
well as other factors. In the ESAP envisaged additional power generation capacity
through each technology as indicated in the Table: 10.1

Tabie: 10.1 Power Generation Plan

2005-2030
(MW)
TNucIear Hydel | Coal | Renewable | Gas oil Total | Cumulative
Existing 400 6460 160 180 6400 5840 18540
{(2005)

Addition 0 0 0 0 0 0] 7880
2010 0 1260 900 700 160 4860 7880 27420
2015 900 7570 3000 800 300 7550 20120 47540
2020 1500 4700 4200 1470 300 12560 | 24730 72270
2025 2000 5600 5400 2700 300 22490 | 38490 110760
2030 4000 7070 6250 3850 300 30360 | 51830 162590
Total 8800 32660 + 19910 9700 7760 i 83760 | 162591
Share 5.4% 20.1%; 12.2% 6.0% 4.8%! 51.5%{ 100.0%

Source: Medium Term Development Framework 2005-10 Planning Commission

Fuel

Exploration of oil and gas resources and exploitation of coal resources has given
nigh priority, therefore target of exploratory and development wells have been
increased to 100 wells per year during the period of MTDF 2005-2010. It also
envisages to accelerate the exploitation of indigenous coal. The imported coal is
encouraged in the short term for use along with local coal for industrial purposes and

Annual Plan 2007-08, Planning Commission 100




Energy

for power generation. Based on energy demand supply gap, import options have also

been envisaged.

The past drilling status and future targets, and supply demand position of gas, oil and
coal is given in Tables 2,3, 4 and 5 respectively.

Table 10.2 Drilling Targets/Investment

Period Exploratory Appraisal / Total - Wells Investment
Wells Development- (Million US $}
Wells
1999-2006
Achievernents 109 149 258 1548
2007-2015
Targets 630 420 1050 6300 B
Table 10.3 Natural Gas Demand Supply
{(MTOESs)
Demand Indigenous Supply Pipeline Import | LNG Import
Existing 28.0 28.0 0.0 0.0 |
2015 52.9 26.9 22.5 3.5
Table 10.4 Qil Demand Supply

(MTOESs)

Demand Indigenous Import

Existing 18.3 3.21 15.09

2015 32.15 2.18 30.33

Table 10.5 Coal Demand Supply Position
(MTOES)
Demand Indigenous Import
Existing 4.0 2.3 1.7
2015 14.5 12.5 2.3

Serious efforts are underway for enhancing regional cooperation with China and USA
and accordingly, Energy Cooperation Forums have been established with these
countries. The avenues for import of electricity from Central Asian Republics are
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being explored. An energy corridor is also envisaged under the planned National
Trade Corridor, with Gwadar as a hub for energy storages and transportation io
regional countries. ’

Evaluation of Policies Programs and Projects

As far as power sector is concerned there was partial success in the policies and
program. Major achievement was the privatization of Karachi electric supply
corporation in 2005 besides import of power from Iran to meet the power requirement
of coastal area of Balochistan. Power policy 2002 received an enthusiastic response
from the private sector and a total of forty nine (49) projects having a cumulative
generation capacity of about 12000 MW and estimated cost of over US$ 11 Billion
are at various stages of processing. ~ However no power plant could be
commissioned during this period due to long processing time of projects in private
sector besides some regulatory issues. The same is the case for development of
other renewable resources {(wind and solar). The President of Pakistan has

announced the construction of five major dams on priority basis and inaugurated the

Diamer-Bhasha Dam project, having an installed capacity of 4500 MW and water
storage capacity of 7.4 MAF.

in fuel sector mostly major targets have been achieved or work has been started and
is underway to achieve. The import of gas from Iran is at the highest level of its
fertilization 1o ensure that the first pipeline gas volume will be available by 2011-12.
Simifarly to introduce ENG business in Pakistan, LNG-Policy-2006 have already been
implemented and first LNG project in public sector is also close to its maturity. A pilot
project of blending 5.10% ethanol with motor gas line is operational to obtained the
data for evaluation and its final execution. Drilling of 80 wells as against the target of
100 wells has been accomplished. The establishment of National Drilling Company is
underway to overcome the shortages of drilling rigs. New state of art refinery is being
set up at Khalifa Point and setting up of second hand refineries are allowed without
through but guarantees to enhance the availability of products in the country. To
increase the share of coal in the energy mix Thar Coal Mining company (TCMC) has
been established and prime objective of the company is to develop 5-6 million tones
per annum coal mine at Thar Coal Field.

Review of 2006-07
Power

For the year 2006-07, an allocation of Rs 60,572 million (including foreign aid of Rs
13,075 million) was made for the power sub-sector, including budgetary allocations
for corporations. Against the above allocations, the revised estimates are Rs 53,089
million {including foreign aid of Rs 13,174 million} or 81 percent of the allocation. The
main reason of low utilization of fund is non-availability of local as well as foreign aid
for some of the projects of WAPDA.

The government is pursuing a policy 1o enhance the power generation by harnessing
more indigenous resource such as hydro, coal and gas. In order to improve the
hydro-thermal mix towards hydropower as well as t0 augment the existing water
storage facilities, the optimal utilization of hydroelectric potential is being accorded
priority in the power development program. in the public sector, construction of the
seven medium hydro-electric projects (Matakand-1li 81 MW, Khan Khwar 72 MW,

|
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Allai Khwar 121 MW, Duber Khwar 130 MW, Kayal Khwar 130 MW, Golan Gol 106
MW and Jinnah Low Head Hydel 96 MW) is underway.

Construction of Khan Khwar Hydropower project

Pakistan's first nuclear power plant, KANUPP, refurbished for life extension of 15
years. The plant is operating at around 100 MW capability. Feasibility studies for two
nuclear power plants at Karachi (KANUPP-2 & 3) are completed. Similarly a site
selection study of six other sites for nuclear power generation is also underway.

The work on up gradation of transmission facility for import of 100 MW power from
Iran to supply electricity to costal area of Balochistan near the lranian border is also
being taken up by WAPDA/NTDC. In addition, in order to ensure uninterrupted and
stable power supply to the consumers, the augmentation and rehabilitation of
transmission network was undertaken. As part of this effort, besides addition to the
ongoing secondary transmission and grid program, construction of several new 500
kV & 220 KV primary transmission lines and grid stations has also been intimated.

The Power Policy 2002 received encouraging response from private investors. The
investors were attracted due to growing demand for electricity, competitive fiscal
incentives and improved macro-economic conditions. Consequently, a number of
proposals from intemational as well as local investors for establishment of multi-fuel
power projects at various locations of the county have been received by the Private
Power & infrastructure Board (PPIB). The PPIB is currently processing forty nine (49)
projects having a combined generation capacity of about 12000 MW and estimated
cost over US$ 11 Billion. Out of these projects, Letters of Interest (LO!} for 28
projects with cumulative capacity and 7630 MW have been issued which inciude ten
(10) gas based / dual fired projects, mine (89) hydro, five (5) coal based projects
whereas four (4) project are based on oil. Of these Letter for Support {LOS) to seven
project have been issued. In addition the government has initiated a fast track
process for processing of new power generation proposal form private sector, that
includes used / refurbished equipment. Sponsor of 6 projects with a cumulative
capacity of 919 MW have been advised to approach NEPRA for acceptance of up-
front tariff. Three companies, after having their tariffs determined by NEPRA,
submitted Performance Guarantee (PG) for issuance of Letter of Support (LOS). Two
of these companies have aiready been issued LOS.

The option of imported coal based power project has also been given serious
considerations. Consequently PPIB initiated two 1000-1200 MW Imported Coal
based Integrated Power Projects near Karachi. Nine Cos submitted Statements of
Qualifications (SOQ).
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During the year, installed generating capacity was increased marginally 19,550 MW
in 2005-06 to 19846 MW 2006-07 as rental plant of 150 MW at Lahore, 136 MW at
Bhikki and 10 MW in KESC system is expected to be commissioned from Anode.
However, the peak demand of the national grid system increased from 15,282 MW in
2005-06 to 16,200 MW in 20086-07 and the total energy generation is expected to
have increased from 92,892 GWh In 2005-06 to 99,116 GWh in 2006-07. It is also
estimated that the losses in both WAPDA and KESC would system decrease from
27.9 percent in the year 2005-06 to 25.6 percent by the end of 2006-07.

During the year, 965,000 new connections are estimated to be provided by WAPDA
and KESC. It is also estimated that WAPDA would have electrified about 15,000
villages/ abadies during the year.

Physical achievements of power sector for the years 2005-06 and 2006-07 are
presented in Annex 10.1.

Fuel

An allocation of Rs 931 million was made for Fuel Sector during 2006-07 excluding
non-budgetary corporation program. Against the above aliocation, the revised
estimates are Rs 823 million, showing 88 percent utilization. The reason of shortfall
was the law and order situation in Balochistan, which siowed down implementation of
projects, especially the project namely “Oil and Gas Exploration in Balochistan-
Opening of activities in Tribal Areas” being undertaken in the Kohlu Agency have
commenced in the last quarter of fiscal year 2006-07.

0il and Gas Expioration/Production

Crude oil production during 2006-07 is expected to be about 66487 BPD against the
target of 74,753 BPD showing an achievement of 89 percent and gas production is
expected to be 3886 MMCFD against the target of 4,279 MMCFD, showing 91
percent achievement. A total of 80 wells both in public and private sector (52
exploratory and 28 development/appraisal wells) are expected to be drilled against
the target of 100 wells showing 80 percent achievement. Eight ol and gas
discoveries, four in public and four in private sector have been made.

Policy

To enhance domestic production, the Government is striving hard to accelerate the
exploration and production activities in Pakistan by encouraging foreign investment
through its attractive policies. Therefore, Petroleum Policy-2001 is being revised. The
revised “Petroleum Policy-2007" to be finalized within next couple weeks, will cover
broadly the aspects such as pre-qualification of applicants, a systematic
route/proviso for new entrants, a more detailed bid evaluation system to ensure
transparency and a mechanism for new proposed gas prices for different zones to
provide more incentives to investors, windfall levy on crude oillcondensate natural
gas/LPG to the government, upward adjustment in social welfare rates for social
development of the local people of the area besides, formulation of a committee to
address the issues of the implementation of the policy, overcoming difficulties and
anomalies encountered. .
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LPG

The Liquefied Petroleum Gas (LPG) production is expected to be 1,670 tonnes per
day against the target of 1,600 tonnes per day showing 104 percent achievement.
About 15 Liquefied Petroleum Gas (LPG) stations would also be installed.

CNG

Pakistan has become the leading country in Asia and the third largest user of CNG in
the world, after Argentina and Brazil. The CNG market currently is about 100
MMCFD, accounts for about 3 percent of the total naturai gas market. There will be
1465 CNG stations servicing more than 1.45 million vehicles (motorcars, vans and
taxi-cabs) operating on roads till 30" June, 2007 as compared to 1.2 million vehicles
serviced by 965 CNG stations during previous year.

LNG

In order to meet the fuel requirements, the import of LNG was also envisaged and for
this purpose LNG Policy-2006 was formulated to attract the investment in public and
or in private sector. In this regard SSGCL is finalizing to bring integrated LNG project
in public sector with a capacity of 500 million cubic feet per day (MMCFD) which can
further be increased to 1000 MMCFD.

Supply of Gas to New Towns/Areas

The gas is expected to be supplied to 250 villages/abadies by the gas utilities. About
0.271 million consumers are expected to be added to the system during the year.
About 445 Km of transmission pipelines and 5386 Km of distribution pipelines would
be completed.

Oil Refinery

The existing refinery capacity of the country is 12.87 miilion tones per year. Further,
setting up of new state of art refinery at Khalifa Point is underway and an offer letter
was issued fto International Petroleum Investment Company(IPIC) of Abu
Dahbi/PARCO. The implementation agreement is being finalized. It is also planning
fo relocate the second hand oil refineries in the country with no through put

guarantee by the government which will also enhance the availability of petroleum
products in the country.

Ethanol Blending

In the light of decision of Energy Security Action Plan, a pilot project on ethanol
blending at the rate of 10 percent with motor gasoline is Operational. After evaluation
and analysis of data obtained during for the pilot project further strategy will be
developed. -

Coal

Estimated production of coal during 2006-07 is 5.1 miilion fonnes per annum as
compared to target of 5.2 milion tonnes per annum showing 98 percent
achievement. In addition, the feasibility study being undertaken by Sui Northern Gas
Pipeline Limited (SNGPL) for setting up a pilot coal gasification plant at Bhakkar
would be completed. The project “Feasibility Study on Gasification of Thar Coal
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District Tharparkar, Sindh” is under execution to ascertain viability of gasification of
Thar Coal. The report of Phase i-A has been completed. The laboratory study has
shown that Thar Coai is feasible for gasification. The next phase 1-B is expected to
be completed in the first quarter of 2007-08. The current coal mining techniques in
the country are rudimentary; not even a single coalmine is mechanized. To enhance
the share of coal in primary energy mix, Thar Coal Mining Company (TCMC} has
been established. The prime objective of the company is to develop 5-6 million tone
per annum coal mine at Thar Coal Field with the help of international well reputed
firms/consultants.

Physical achievements of the fuel subsector for the year 2006-07 may be seen at
Annex 10.3.

Program for 2007-08
Power

An allocation of Rs 107,396 million (including Foreign aid of Rs 13,578 million) has
been made for the power sub-sector during 2007-08, including budgetary
corporations. This represents an increase of 77.3 percent over the allocation for
2006-07. The agency wise details are at Annex 10.2.

The maximum power demand of the country is expected to increase from 16,200 MW
in 2006-07 to 17,468 MW in 2007-08. An additional capacity of 421 MW is expected
to become available during the next year. This includes the Wind Milt Project (150
MW), Power from additional Gas Turbine (80 MW), Malakand-Iil hydropower project
(81 MW). The KESC system will get power from DHA Co-gen (combined cycle) (80
MW), Anode Power (30 MW) and from their own overhauled gas turbines (194 MW).
The target set for the total energy generation (including private sector) is 106,015
GWH in 2007-08, an increase of 7.7 percent over the energy generated in 2006-07.
During the year, 975,000 new electric connections would be provided by WAPDA
and KESC besides electrification of 15,000 new villages/abadies under the Khushal
Pakistan Program. in addition 26,800 homes will be provided lighting in the remote
locations during next year with the use of solar and micro wind turbines under the
program of Alternative Energy Development Board (AEDB). Physical targets of the
power sector for the year 2007-08 are presented at Annex 10.1.

Fuel

An allocation of Rs 1233.7 million has been proposed during 2007-08 for the Fuel
Sector, excluding the non-budgetary corporations program.

Qil and Gas

During 2007-08, the crude oil production is planned to be 72000 BPD against
estimated production of 66487 BPD in 2006-07 showing 8.3 percent increase over
the previous year. The gas production is ptanned to be 4200 MMCFD against the
estimated production of 3886 MMCED in 2006-07 showing an increase of 8.1
percent over the previous year. it also includes Gas/Condensate discovery in the
TAL Block which was made at Manzalai in the end 2002 and is currently producing
around 50 MMSCFD gas and 500 barrels of condensate. The appraisal of field is
completed in early 2006 and a full field development activity is planned during 2007-
2008 period with driling of 3-4 additional development wells and installation of
hydrocarbon processing facilities. The full field development envisages around 250
MMSCFD gas and 2000 barrels condensate in early 2009.
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The total of 100 wells both in public and private sector are planned to be drilled. The
LPG production is planned to increase to 1730 tonnes per day from 1670 tonnes per
day showing an increase of 4 percent over the previous year. it is also planned that
gas would be supplied to 353 villages/abadies during the year by the gas utilities.
About 0.313 million consumers are planned to be added to the system during the
year. About 204 Km of transmission pipelines and 6422 Km of distribution pipelines
are planned to be completed. It is planned that about 250,000 vehicles are converted
through CNG. Moreover, 500 CNG stations are expected to be installed besides
about 25 Liquefied Petroleum Gas (LPG) stations.

Coal

The coal production is planned to increase to 5.2 million tones per annum from 5.10
million tones during 2006-07 showing 2 percent increase over the pervious year. The
feasibility study being undertaken by Ministry of Petroleum and Natural Resources to
ascertain techno-economic viability of Thar Coal gasification and extraction of
chemicals is expected to be completed. It is expected that work to develop a mine of
6 million tones per annum will also be started.
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Physical targets for the year 2007-08 are given in Annex 1 0.3.

At present country is facing shortage of about 1000 MW power which is expected to
increase to about 1500-2000 MW up to June 2007. The Ministry of Water and Power
has announced load shedding and load management program to save power during
peak hours. The load management program includes offering incentive to agriculture
tube-well to operate from 10 pm to 6 am during nighttime, closure of business
activities by commercial sector by @ pm etc. These measures will reduce the peak
demand by 500 MW and rest will be managed by load shedding.

The Ministry of Water and power through these measures can manage the problem
temporarily but the demand and supply gap is going to be wider during next couple of
year, if serious efforts are not made to bring additional capacity in the system. The
issue arose due o the reason that 2002 power policy was primarily based on thermal
power generation through gas. However, the enough gas was not available therefore,
off late the government decided to encourage thermal power generation on RFO. In
additional there are a lot of issues being faced by IPP with respect to tariff and other
technical matters included in the tariff administration. This has resulted that IPPs are
not achieving financial close. In order to make sure that additional capacity is brought
on line as soon as possible, all the irritants needs to be addressed on war footing
basis '

Exploration of Oil and Gas

Pakistan is endowed with two major sedimentary basins, namely Indus and
Balochistan with 830,000 sqg.km. area. Despite this vast sedimentary cover, the
exploration activities have been restricted to the selected areas, leaving large areas
of the country grossly under-explored. The weil density per exploratory well is 1537
sg.km compared to around one well per 80 sq.km. in other parts of the world with
similar geological environments. As a result, only 620 exploratory wells were drilled in
various sedimentary zones of Indus and Balochistan basins. The drilling targets for
exploratory and appraisal wells were envisages to 100 wells per year but the
achievement remained behind target. The main causes for not meeting the drilling
targets are shortages of driliing rigs and law and order situation. In principle it was
agreed to form a National Drilling Company to overcome shortage of drilling rigs. The
formation of company should be expected.

Installation of Gas Pipelines for Import of Gas

The Gas Demand and Supply Projections indicate a widening gap in gas supply,
starting from 2009-10 as there is declining trend in gas production. Any commitment
of additional gas supplies to various sector of economy i.e. industries, power or
fertilizer plants on sustainable basis will be met through imported gas. The iran —
Pakistan-India pipeline is being finalized with the expectation that first imported
volume would be available by the year 2012, Import of gas from Iran having initial
capacity for Pakistan is 15 billion cubic feet per day (BCFD), which will be increased
to 2.1 BCFD subsequently. Any further delay in import of gas would be a serious
repercussion on energy sector especially on economic growth of the country.

Chemical Complex based on Gas

In case of availability-imported gas, value addition of natural gas is necessary by
establishing petro-chemical complex on gas. Therefore, necessary study to examine
the viability of petro-chemical complex is essential.
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Annex 10.1
Physical Targets : Power Sector
S. Items Units | 2005-06 | 200607 | 2007-08
No. (Actual) | (Estimates)| (Targets)
Additional installed Capacity * MW 0 296 421
2 iinstalled Capacity (Total) MW 19550 19846 20267
Growth Rate 0 1.51% 212%
3 Maximum Demand MW 15282 16200 17468
Growth Rate (%) 4.85% 6.00% 7.83%
4 |Energy Generation GWH 92892 99116 106015
Growth Rate 9.66% 6.70% 7.77%
5 |Energy Sale GWH
Annual Energy Sale GWH 66988 73196 80202
Growth Rate (%) 9.18% 9.27% 9.57%
6 |System Losses (%) 27.9% 25.60% 24.35%
7 iConsumers Cumulative Million | 17.793 18.758 19.733
Consumers Added Million 1.079 0.965 0.975
8 |Electrification of Villages/Abadies; Nos. 103263 118263 133263
Addition Nos. 12764 15000 15000
2006-07 2007-08
Rental Plant at Lahore 150 iAdditional GT 80
Bhikki 136 |Malakand-lii 81
Anode 10 Wind Mill 150
DHA 80
Total 296 |Anode 30
Total 421
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Annex 10.2

Investment Program: Power Sector
2007-08

Rs Million

Investment for FY 2007-08

" Total | ForeignAid_|

S. No. [Name of Agency

Water Power Development Authority \
(WAPDA) 91570 9308

Pakistan Atornic Energy Commission T
(PAEC) 11186 4270

Pakistan Nuclear Regulatory Authority
4 Consultancy Services of Pakistan 10 0
Engineering Council

Karacm Electric Supply Corporation 4180 0 j

(KESC)

Alternative Energy Development Board 29 0 !
(AEDB) | |
Total 107396 \ 13578

1
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Annex 10.3
Physical Achievements and Targets: Fuel Sector
2006-07 and 2007-08
Sr. Items Unit Estimated |Targets 2007-
No. Achievements 08
2006-07
Fuel Sector
1 Crude Ol Production BPFD 66487 72000
2 |Gas Production MMCFD 3886 4200
3 Wells drilled Nos 80 100
- Exploratory Nos 52 46
OGDCL 31 25
Private 21 21
- Appraisalf Nos 28 54
Development
OGDCL 10 26
Private 18 28
4 |LPG Production Tonnes/day 1670 1730
5 |Coal Production Million
Tonnes Per 510 5.20
Annum
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Manufacturing Sector
Growth Performance

The manufacturing sector as a whole grew by 8.4 percent during FY 2006-07, while
the large scale manufacturing (LSM) is estimated to grow by 8.8 percent and small
scale manufacturing (SSM) by 8.1 percent. The data for 100 industrial items for three
quarters of the year 2006-07 implied that LSM growth may be higher during Jul-Mar
of FY 2006-07 as compared with the corresponding period of the last year, but
suggests that the 13.0 percent growth target of LSM sector for the year 2006-07 may
not be achieved. Major industries supporting the recovery in LSM inciuded textiles,
sugar, cement and basic metals. The automobile industry, however, registered a
slowdown in growth during July-March 2006-07 relative to the corresponding period
of the year 2005-06. However, industries such as fertilizer, paper and board and
engineering showed a decline in production during this period mainly due to
weakness in demand and temporary shut down for maintenance as weli as
expansion. Infrastructure bottlenecks and power shortage are majer constraints in
achieving the manufacturing targets of 13 percent for the year 2006-07.

Pubiic Sector Investment 2006-07
Industry Sector

An investment of Rs 3,275 million from PSDP was planned to be undertaken during
2006-07 in the industry sector. The major projects initiated during the year under
review include Aik Hunar Aik Nagar, five Advanced CAD/CAM Training Centres,
Technical Up-gradation of Garment Industry, Agro-food Processing Facilities at
Multan, Sports Industries Development Centre, Sialkot, Gujranwatala Business
Centre, Gujranwala Tools, Dies and Mouids and Water Desalination Project
Gawadar, Baluchistan.

Textile

In view of anticipated competition with countries like China and India in the global
markets particularly in the backdrop of opening of Chinese export of textile and
clothing in European Union and USA in 2008, efforts are being made to make the
textite and clothing sector to be more dynamic and competitive. To achieve this
objective, a separate Textile industry Ministry was created and a number of projects
including Lahore, Faisalabad, Karachi Cities and Karachi Textile City projects have
been planned in the public sector with an investment of over Rs 3.5 billions, of which
two projects Lahore Garment and Faisalabad Garment Cities have been initiated
during 2006-07 with an investment of Rs 897 million.

Commerce

In order to accelerate export, an investment of around Rs 3 billion was planned in the
commerce sector. A number of projects including Sacial Accountability SA-8000,
Expo Centre Lahore, Pakistan School of Fashion Design, Lahore and Trade and
Transport Facilitation projects were initiated during the year under review. An
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investment of Rs 1,986 million is estimated for these projects during FY 2006-07.
Two major projects of Pakistan School of Fashion Design Lahore and Expo Centre,
Lahore are expected to be completed by June, 2008. :

Prospects for 2007-08
Objectives and Priorities

Diversifying the manufacturing sector, developing SMEs and enhancing productivity
are the major objectives to be achieved in the manufacturing sector. Pakistan has to
make important strategic choices 1o ensuré sustainable growth in the manufacturing
sector in a rapidly changing and challenging international competitive environment.
This requires massive structural changes, shift in the production paradigm to
technology and knowledge based industrialization, with a focus on the gquantitative
and the qualitative growth of an integrated and competitive industry in the private
sector. The inefficiencies of import substitution must give way to an export led
strategy. The share of knowledge and technology intensive engineering, electronics,
pharmaceutical, chemical and non-metaliic mineral products, would be strengthened
and enabled through fiscal and tariff means as well as building of alliances with
international partners. Sectors and products with comparative advantage such as
textiles, food and agro-processing would similarly be fostered.

A focused policy thrust, supported by adequate resources, will be adopted for raising
the threshold levels of the technology and skills base which will result in better
productivity and quality. However, this needs to be accompanied by diversification,
as well as physical and social infrastructure, standardization, and certification to
match the growth requirements. Pakistan will be made a business friendly
country through lowering cost of doing business, facilitation mechanism, reguction of
procedures, intrusive inspection 1aws, and co-ordination of policies at the federal and
provincial levels. The private sector is the key stakeholder in the growth strategy, and
would receive its due emphasis, while the role of public sector would be that of a
catalyst and an efficient regulator to ensure competitive market structure. Private and
public sectors are required to go side by side to solve problems and formulate the
tools and mechanisms needed to overcome constraints and exploit opportunities.

Challenges and Constraints

The manufacturing sector still revolves around the traditional low value added
industries, whose sharé in world trade is continuously declining. The investment in
upgrading technology is low and diversifying into emerging markets, products and
processes 15 either slow or nearly constant. An efficient, international quality supply
chain, which is so essential for local industry to flourish, is missing, partly due to
insufficient scale of economies, and partly due to bundiing of raw material, parts and
modules by the multinationals in their assembly oriented companies, which
discourage a local vendor industry to flourish. Major constraints in achieving the goal
of rapid industrialization, are given below:

« Productivity Levels: A seripus constraint in achieving global
competitiveness has been the low productivity level, Without the development
of a widely embedded skills base, competence and productivity, global trading
challenges cannot be achieved.

« Skills: Pakistan is facing both a skills shortage, and skills gap in key modern
technologies. This reduces optimum operation of plant and machinery.
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¢ Jpnadequate and Unreliable Power Supplies: Inadequate and unreliable
power supply, a major constraint, is getting worse and causing poor
competitive rating.

¢ Saturation of Capacity: Many key sub-sectors such as steel, automobites,
fertilizer, paper and paper board, chemicais eic. are facing saturation of
capacity.

e Transport and Communication Infrastructure: Current road and rail
network is inadequate even for immediate demands, and even more poorly
maintained. Port congestion and port charges are high, adding cost and
lowering competitiveness.

e Certification and Standards: While some progress has been made, many of
manufactured products still lack proper certification for quality and safety,
which hinders their wider acceptance locally and globally.

Policies, Strategies and Measures

Achieving accelerated industrialization is the foremost goal by capitalizing upon
national strengths and mitigation of weaknesses. The challenge for Pakistan is not to
rediscover industrial policy, but to re-deploy it in a more effective manner in the
national, regional, and global context. The policy framework wilt be based upon the
advance industrial economies, where focus is on the entire value chain. The
provision of facilities for public testing laboratories and public R&D, vocational and
technical training, infrastructure and communications, are ali necessary inputs which
are regarded as a public good for the manufacturing sector. Value addition in
products and processes wilt be strengthened ihrough backward and forward
linkages, productivity levels will be increased through human resource development,
technical and vocational training, and strengthening research and development.

All sectors have been opened for private secfor investment, and equatl treatment is
available to foreign and local investors. The basic thrust of the Plan will remain
manufacturing and technology driven growth within a framework, which encourages
economy of scale, value addition and diversification of products and processes.
Major policy measures planned to be adopted for the year 2007-08 include the
following:

¢ Diversification and Pioneering Industries: One the foremost objectives is
to diversify the manufacturing mix and generate new areas of comparative
advantage. Incentives will be available for new activities, whether they are
‘new’ products, processes of technologies, so that the range of activities is
expanded. Enterprises speciaily those engaged in light engineering, or those
in sub-sectors deciared as ‘pioneering’ industries, will be encouraged fo foster
joint ventures and productivity enhancement

e Industrial Zones, Corridors, Clusters and Estates: Present urban/
industrial cenires cannot accommodate the expected increase in industrial
and manufacturing activities. Industriai corridors, estates, and industrial parks
are therefore planned to be set up by Provincial Governments along the
motorways, expressways, and railways with full support of the Federal
Government.

e Strategic Alliances, Technology Transfers, License Fees: Acquisition of
technology, promotion of technology-based small firms, reducing the cost of
commercialization of locally generated technology, reducing the cost of
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introducing new products and promotion of venture capital will be key
strategies to meet the objective rapid industrialization.

e SMEs: Special incentives are planned to be offered to Small and Medium
Enterprises (SMEs) by the state to upgrade existing skills, processes and
technologies, as well as in becoming part of the international supply chain.
Such SMEs have a major role in employment generation in the country.

+ Knowledge and Technology Base: The structure and content of educational
and technical delivery will be modified to encourage broad based education,
economically usable skills, and lifelong learning as required by the new
industrial culture.

e Industry Academia Linkages: Business Development Units (BDUs) and
technical training COUrses will be encouraged in Universities, so that fruitful
academia-industry partnership would evolve.

« Certification and Testing: Product ratings and approvals based oOn
international quality benchmarks and accreditation will be actively pursued.

¢ Transport and Communication Infrastructure: Development of transport,
communication and storage infrastructure is essential for economic growth,
whether in services or manufacturing. Fast, efficient and affordable physical
communication links including roads, railways and ports, will be provided with
public private partnership.

e Legal and regulatory Framework: The wider issue of Intellectual Property
Rights (IPRs), or fast, efficient and transparent dispute resolution wilt be
tackled with highest priority to complete its conformance with international
conventions.

e Cost of doing Business: Cost of doing business, rationalizing taxes and
tariffs, tax rates, labour levies, utility prices and fiscal policies.

e Attracting !nvestment: Major changes and reforms with be initiated in land
prices and rights, contract enforcement, tax administration, customs
procedures and social welfare laws to attract foreign investment.

Growth and Investment Targets

In order to achieve the goal of sustained industrialization, a growth rate of 10.9
percent has been targeted for the manufacturing sector including 12.5 percent for
large scale manufacturing and 7.5 percent for Small Scale Manufacturing. An
allocation of Rs 18.75 billions has been earmarked for both the Industry, Textile and
Commerce sectors which is the highest one ever made in these sectors. |t consists of
Rs 8.473 billions in the Industry sector, Rs 1.097 billions in Textile Sector and Rs

‘ects to be carried out in Industry

1579 million in the Commerce Sector. Major proj
Sector during 2007-08 include: Agro-food Processing Facilities at Multan (Rs 69.86
million). Aik Hunar Ak Nagar (AHAN) (Rs 60.369 million), Gujranwala Business
Centre, Gujranwala, (Rs 13 million), Sports industries Development Centre Sialkot
(Rs 168.74 million) ; Technical Up-gradation of Garment Industry all over Pakistan
(Rs 100 miflion), five advanced CAD/CAM Training Centres (Rs 139.4 million),
Gujranwala Tools, Dies and Moulds Centre (Rs 295000 miflion), 2MGD Water
Desalination Project Gawadar, Baluchistan (Rs 178.86 million). Major projects in the
textile sector inciude 03 Garment Cities at Lahore, Faisalabad and Karachi,
impiementation of Export Plan and establishment of two Fibre Testing L aboratories.
Major projects to be carried out in Commerce Sector include SA-8000, Pakistan
School of Fashion Design, Lahore, Trade and Facilitation Project and EXpo Centre,
Lahore.

e
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Minerals

The mineral potential of Pakistan widely recognized to be excellent but the sector is
inadequately developed. This is evident from the fact that its contribution to GNP
remained 0.5 percent to 1.0 percent, unchanged over the last many decades.
Although many efforts have been and are still being made in developing geological
products, institutional, academic and R&D infrastructure, enough remain to be done
to enable the sector to take full advantage of its endowment. As a result of these
toils, devoted for the development of mineral sector, resources of several minerais
have been discovered over the last many decades, including world class resources
of lignite coal deposits at Thar; Sindh, porphyry copper gold in Chagai and leaz-zinc
deposits in Lasbella, Balochistan, gypsum, rock salt, limestone, dolomite, china clays
etc in the Indus Basin, ornamental and construction stones in various parts of the
country; and about 30 different gems and precious stone deposits in northern
Pakistan. There are many other mineral projects in various stages of implementation
from grass root through exploration, evaluation to development and utilization stages
such as; Energy mineral (coal), Agriculture minerals (rock phosphate, gypsum),
Metallic minerals (copper, gold, zinc-lead, chromite, antimong), Refractory minerals
(refractory clays,magnesite, chromite, silica sand, dolomite) Glass and Ceramic
minerals (kaolin-china clay, nephyleline syenite, silica sand), Construction minerals
(marble, onyx, granite, sandstones, fcseiliferrous iime-stones) and gemstones
(aquamarine, emerald, topaz, ruby, tourmaline etc.). MTDF 2005-10 covers the full
spectrum of minerals industry i.e, objectives and targets, issues, operational strategy
for the development of the mineral sector giving emphasis to geological mapping,
capacity building of institutions, setting up of geological data base centres,
technology upgradation and BIM to mining units, facilitation for the development of
small scale mining operations etc. Further identification for the fast track
development of a few minerals i.e. copper and gold, use of coal, marble and granite,
iron, lead, zinc, chromite and gemstones has been made. Development of prophry
copper deposits in Balochistan by Australian Concern, lead-zinc deposits of Duddar
area by a Chinese Company and interest of foreign consultants in the High Mineral
potential areas as identified and quantified by German Consultants and documented
in MTDF 2005-10 shows the confidence foreign investors repose in the investment
oriented policies initiated by the present regime for the development of mineral
sector.

Constraints and Strategy for their Resolution

¢ Uncertainties in the law and order situations in certain mineral potential areas.

¢ |nadequate investment in the Mineral sector which is being addressed
through provision of funds for the exploration of minerals.

+ [nsufficient detailed surveying and geological/geophysical mapping (onty 37%
of the country’s area is geologically mapped to a scale of 1:50,000, while
geophysical surveys (gravity and magnetic) have even less coverage, at 21%
of the total area. This activity has now been accelerated by setting up Remote
Sensing Centres in GSP.
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« Lack of vision in taking advantages of advancement in geological knowledge,
exploration techniques, Mining and processing technologies and changing
commodity prices. This situation is being addressed by fully utilizing the
available physical (institutions, R&D centres and academia) and human
infrastructure {trained and highty qualified geo-scientists technologists).

« Inadequate skill levels in the industry, with little opportunity for training, skill
development or career progression because of outdated administrative
structures. Training and capacity building of personnel in the federal and
provincial Mineral Depariments areé major programs. Value addition of gems
and other precious stones i8 receiving special attention by setting up gems
and gemological institute for training of cutting and polishing of gemstoneé to
workers in Peshawar, NWFP.

« The private sector has shown little interest in moving up the value-addition
chain, and has relied on low cost in some cases primitive methods of
extraction. This situation is being addressed by setting up mine equipment
shops in coal mining areas. The health and safety of miners remains an area
of concem, which is being tackled through better education and training to
mine workers in Mine Rescue Centres.

« Develop awareness of mineral potential of Pakistan through holding of,
events, exhibitions, conferences, seminars. production and dissemination of
promotional materials hoth for foreign and local investors.

Prospects for 2007-2008

The focus of the mineral sector during the year, 2007-08 would be on generation of
basic geological data and its dissemination through print and electronic media, for
attracting international investment particularly in metaflic minerals and coal related
energy projects by publishing project profites of world class mineral resources in well
reputed mining magazines. Accelerated geological mapping and geochemical
exploration of high mineral potential areas of Pakistan would assist in understanding
the genesis and geometry of these deposits for their subsequent development. The
revised Mineral Policy as and when announced would attract local and foreign
investment and accelerate exploration and research activities in the country. Further
the minerals that have good chances for export, substitute imports and meet local
consumption are being given priority. An aliocation of Rs 326 millions has been
earmarked for the Minerals (non-fuel) sector. Major projects to be carried out during
2007-08 include: Ground Follow-up Aeromagnetic Anomalies in Chagai District,
Balochistan (Rs 35 million), UpgradationfStrengthening of Geoschience Advance
Research Laboratories, GSP islamabad. (Rs 70.180 million), Accelerated Geological
Mapping and Geochemical Exploration of the Out-crop area of Pakistan (Rs 40
million), Feasibility Study for Development and Exploration of Chichali Iron ore and
Commissioning of Steel Mill at Kalabagh (Rs 52.867 million), Establishment of
Project Management Unit (PMU) for PHRD Grant (Rs 44.900 million), Strengthening
and Capacity Building of Mineral Wing (Rs 30 milion) and others relating to
exploration of water in Baluchistan and Gemstones Training oriented projects (Rs 52
million).

\
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Transport and Communications

The vision for the Transport and Communications (T&C) sector is the establishment
of an efficient and well integrated system that will facilitate the development of a
competitive economy and poverty reduction, while ensuring safety in mobility,
accessibility and effective connectivity. The strategic thrust is on optimal utilization of
the existing capacity, improved management for maintenance and operation and
coordinated use of various modes of transport. Private sector participation in the
sector would be enhanced and institutional capacity building and research and
development activities undertaken to enhance the efficiency of T&C sector.

The transport sector currently accounts for 11 percent of GDP, 16 percent of fixed
investment, 35 per cent of the total annual energy use, and about 15 percent of the
Public Sector Development Program. The T&C sector covers roads, road transport,
railways, ports & shipping, aviation and telecommunications. The sector has direct
and indirect linkage with all important sectors of the economy, which influence
economic and social development. An efficient transport system contributes to
economic growth by lowering domestic production cost through timely delivery of raw
materials (in agriculture and manufacturing sectors), enhancing economies of scale
in the production process, and creating economic opportunities and communications
links among people. This sector generates a large number of employment
opportunities currently estimated at 2.3 million jobs (6 per cent of employed labor
force). It also helps in integrating markets, strengthening competition, and increasing
access to improved farming technigues and social services, besides promoting trade.
tourism and foreign investment. The sector also contributes to the Government
revenues through taxes and duties on production and import of vehicles and parts.
petroleum products, and fees on ownership and operation of vehicles.

Sectoral Issues

Performance of the transport system is not up to mark. There are logistics
constraints, which impede competitiveness of the country's trade and industrial
development. The existing capacity of the system cannot support the 7 percent
growth which Pakistan is hoping to achieve. As much as 4 per cent of the GDP is
ostimated to be lost because of inefficient and outdated infrastructure. In order to
cope with the situation, a major portion of the public expenditure during 2007-08 is
earmarked for a major revamp of the country's infrastructure.

Some of the sectoral shortcomings are outlined as under:

« Container dwell times at ports is 7 days (3 x that of developed countries / East
Asia)

e Road freight carries 95 percent of land freight, and takes 4-6 days between
ports and north of the country (twice the equivalent time in Europe / East
Asia)

« Trucking rates for high value commodity traders higher than India and Brazil,
and same as China (where service guaiity is higher)
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« Rail carries less than 5 percent of freight, and takes from 1 — 2 days on the
main Karachi — Lahore line; this is 2 to 3 times slower than in China and USA.

Transport Infrastructure for the 21st Century

Global experience shows a close relationship between economic growth and
infrastructure development. On average. for each percentage point of growth in GDP,
the infrastructure stock rises by one percentage point. This implies that the stock of
infrastructure must keep pace with growth if growth has to be sustained. The growth
in capacity must be achieved while increasing service levels and decreasing costs.
internationally, prices of transport services have fallen due to increased productivity
and competition between suppliers. There would be need for a higher level of
investment in transport with enhanced private sector participation in the provision of
transport infrastructure and services. Infrastructure also contributes significantly to a
country's social development and helps raise standards of living by improved access
to critical services like health and education. Evidence also shows that growth is the
most powerful weapon in the fight against poverty. Pakistan's public sector
investment in infrastructure has declined as a percentage of GDP since the early
1990s resulting in a huge backlog in maintenance and new infrastructure.

An efficient transport system is a pre-requisite for Pakistan 10 become globally
competitive. To meet the needs of the 21st century, it is necessary to foliow a policy
based on three strategies.

« First , the existing infrastructure, which is quite unsuitable even by present
standards, will have to be updated to international standards in scale, quality
and management efficiencies within the next five to six years, so that it can be
used optimally,

« Second, better coordinated use of various modes of transport will be
facilitated. This includes road, rail, ports and air traffic. This will help reduce

the cost of doing business for dormestic as well as foreign commerce.

« Third, it is necessary to prepare for energy efficiencies, and other modal
changes which will occur in this century.

Existing Infrastructure

The total annual inland traffic by road and rail transport is currently estimated at 239
billion passenger-km of passenger traffic and 153 billion ton-km (btkm) of freight
traffic. However, there has been a massive shift from railways to road transport, with
iatter now accounting for 90 per cent of passenger traffic and 96 per cent of freight
traffic. The projected growth will double traffic by 2015. Although Pakistan has a road
network of 258,000 km (including 0 500 km national highway and motorways), the
road density is low for a population of 156 million people and an area of 796,000 km.
There are also about 7.0 million vehicles on-road, which are projected to increase 1o
21 million by 2030. Pakistan Railways have about 10,000 km of track, but is
performing below commercial potential. The two major ports handle over 41 mitlion
tons annually apart from container traffic.

The National Highway Authority (NHA) maintains the national highway
network while the Provincial Communications and Works Departments are
responsible for the provincial road network. - Following the implementation of the
devolution plan, a majority of the intra-district provincial networks have been
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devolved to the districts. The total public expenditure on roads is over Rs 33 billion
per year, with 65 percent on national highways. The roads sub sector has been the
main recipient of public sector funding, consurming about &8 percent of the PSDP
allocation for T&C sector. However, road maintenance expenditures over the years
have only been at about 20 percent to 30 percent of the requirements.

The road transport services are regulated by the provincial governments through the
Provincial Transport Departments. The Provincial Transport Authorities {PTAs) and
Regional Transport Authorities (RTAs) plan, allocate routes, regulate, enforce and
assert day-to-day control over inter- and intra-city passenger transport services.
which are dominated by the private sector. Road retated publiic revenue coliection is
about Rs 32.5 billion per year (52 percent from surcharge on POL products).

Around 95 percent of the country’s imports and exports are handied through the
ports. The two existing national ports are handling about 40 million tons of cargo
annually. Karachi Port, handles about 30 million tons of cargo, white Port Qasim
handies about 10 million tons.

There are 44 airports maintained by the Civil Aviation Authority of which 25 are
operational. There is one major public sector airline and a few private airlines.

PTCL enjoys 98 percent share of the fixed telecorn network in the country while
National Telecommunication Corporation (NTC) has about 2 percent share
(Government telephone network). The Special Communications Organization
(SCO)'s telecom jurisdiction is restricted to the AJ&K and Northern Areas. The
present total teledensity [fixed lines (3), WLL (1) and mobile {38)] is 42 per 100
persons. At present, six private mobile companies are operating {with 55 million
mobile connections).

REVIEW OF 2006-07

The public sector development program for 2006-07 provided an outlay of Rs 44.0
billion for the federal public sector program comprising Rs 18.1 billion for the
budgetary program and Rs 25.9 billion for the budgetary corporation program (NHA).
Against this, an expenditure of Rs 44.3 billion has been incurred giving an overall
utilization of 101 percent of the totai outlay. An expenditure of Rs 18.8 billion has
been incurred under the budgetary program and Rs 25.5 billion under the budgetary
corporation program (NHA). Salient features of implementation. of the program are
discussed in the following paragraphs.

Pakistan Railways

An aflocation of Rs 11.1 billion was made for Pakistan Railways, against which an
expenditure of Rs 10.4 billion has been incurred giving a utilization of almost 94
percent of development program. The main thrust was improvement of infrastruciure
and procurement of essential material for locormotives, coaches, bogie wagons and
track rehabilitation of the railway network. Work on track rehabilitation, doubling of
track from Lodhran to Khanewal and onwards to Raiwind, procurement of 144 DE
locos, 775 passenger coaches and 2300 high capacity wagons continued with further
acceleration. Feasibility studies for iaying new tracks on Bostan—Zhob—Peshawar.
Dina to Mirpur, and Shahdara—Faisalabad sections continued. Basic objective of the
projects is enhancement in quality of public service, boost in freight & passenger
business and to run the Railways on commercial lines keeping in view the nationali
interest.

~l
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Ports & Shipping

An allocation of Rs 1.3 billion was made in the Ports and Shipping sub-sector,
against which an expenditure of Rs 3.7 billion has been incurred giving a utilization of
295 percent. Major utilization was made for completion of additional dredging of the
navigation channel of the Gwadar Deep Sea Port Project to deepen its draught to
145 meters The dredging has since been completed. President of Pakistan
inaugurated the Gwadar Port on 20" March 2007. Port of Singapore Authority has
been entrusted the Port operations. Consultancy work on preparation of a
comprehensive master plan for Gwadar deep sea port and its related infrastructure &
port market strategy also continued.

National Highways

An allocation of Rs 25.8 billion was made for the National Highways deveiopment
program, against which the NHA incurred an expenditure of Rs 25.6 billion giving a
utiiization of almost 100 percent. Work on Gwadar—Gabd section of Makran Coastal
highway. Karachi Northem bypass, islamabad—Peshawar Motorway (M-1). Lyari
Expressway, islamabad-Muzaffarabad Road, Mansehra-Naran-Jalkhad Road. Nutai—
Sibi—Dhadar sections of N-65, Ratodero-Shahdadkot-Khuzdar road and improvement
of N-70 Qilla Saifullah-Loralai-Bewatlia Section was accelerated. Work continued on
rehabilitation of National Highway (N-5), Lowari Tunnel, Chenab bridge at Shershah,
five bridges on Gilgit-Skardu road, Indus Highway Phase-lii . widening of Kararo -
Wwad Section (N-25), construction / improvement of existing sub-regional roads under
NWFP Road Development Sector project and National Highway Development
program. Work on 19 new projects was initiated. Main objective of the rehabilitation.
widening and construction of national highways has been to enhance countrywide
mobility, accessibility, safety in travel and productivity, reduction in travel time & costs
thereby boosting of trade and economic activities.

National Transport Research Center

An allocation of Rs 19 million was made for Nationai Transport Research Center
(NTRC), against which an expenditure of Rs 7 million could be incurred giving a
utilization of 37 percent. Due to late arrivals of expatriate staff on the projects for
Pakistan Transport Pian Study and National Transport Policy the work started at
belated stage which is the main reason for low utilization. Work on research and on-
going studies/projects continued. The NTRC is endeavoring to develop a National
Transport Policy which would be a milestone in achieving an integrated and holistic
approach towards the improvement of country's transport system and logistics
thereby strengthening the economy.

National Highways and Motorways Police

The entire aliocation of Rs 429 million made for the National Highways & Motorway
Poiice (NH&MP) was incurred for acquisition of land for estabiishment of police posts
8 offices along N-5, Road safety component of NWFP Road Deveiopment Sector
project and establishment of training center at Sheikhupura. The NH&MP is playing a
very important role in maintaining discipline and safety on the national highways and
motorways. Their contribution has drastically reduced the number of accidents and
other mishaps on the national highways. -

. . . — —
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Special Communications Organization (SCO)

The SCO was allocated Rs 1.22 billion for continuation and compietion of their on-
going and new programs in AJ&K and northern areas. An expenditure of Rs 1.17
billion stands incurred giving a utilization of 96 percent. Works for the on-going
projects in AJ&K and Northern Areas continued. These include GSM project for
provision of 50,000 mobile telephone connections in AJ&K and Northern Areas,
international Gateway Exchange & Earth Station for AJ&K and Northern Areas and
Rural Digitai Expansion Project for AJ&K (Phase-ll). Work on the laying of Optic
Fibre Cable alongwith Transmission System between Mansehra & Giigit and Gilgit--
Skardu and Expansion / improvement of Telecom Facilities in Northern Areas was
initiated. Objective of these projects is mainstreaming and social uplift of far flung
areas by providing them connectivity with rest of the country/worid.

SUPARCO

An allocation of Rs 408 million was made for the SUPARCO, against which an
expenditure of Rs 358 million was incurred giving a utilization of 88 percent. Rs 298
million were expended on payment of the annual operating & lease for the PAKSAT-
(Phase-I) Satellite. Other utilizations were made on Upgradation of Propeliant Testing
Facility at Karachi, Development of Fiexible Bearing and Fog Aerosol
Characterization. These projects are part of the National Space Development
Program and would enhance the country's space technology capability.

Finance Division

An allocation of Rs 2.2 billion was made for constructionf/improvement of 19
provincial and district roads in all the provinces. These roads have been identified
under the President / P.M directives. An expenditure of Rs 2.1 billion stands incurred
on these ongoing/new schemes giving a utilization of 95 percent.

Planning & Development Division

Work on Upgradation & Expansion of Existing NLC Communication Network was
completed. PC-I on the Project for CNG buses for Karachi on Private — Public
partnership basis was cleared for ECNEC. PC- for Trade and Transport Facilitation
Project -2 (TTFP-2) was approved by the ECNEC. The NTC Management Unit in
Planning Commission and TTF Unit in the Commerce Division have been established
to implement and coordinate the National Trade Corridor Improvement Program.

National Trade Corridor (NTC)

The NTC initiative started in August 2005 and by now marked progress has been
achieved. For instance, free time at ports has been reduced from seven days to five
days already, increasing port capacity by 50 percent increase through procedural
improvements, without spending a single rupee. It has been planned to further
reduce this time to 3 days. Similarly, clearance time at new container terminals has
been reduced to 4 hours, whereas it used to be 5-7 days previousiy. The intensity
and nature of present and future competition envisages to enhancing Pakistan's
share of world trade to grow from the current 0.2 percent to 1.0 percent in 2030, and
this corridor initiative would act as catalyst to enhance the trade. Saiient features of
the NTC are presented in the box 13.1.
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Box 13.1 T

National Trade Corridor

A major new initiative is the National Trade Corridor. The strategic framework for
the National Trade Corridor Implementation Program (NTCIP) has been developed
based on a holistic and integrated approach. The objective is {0 reduce the cost of
doing business by improving the trade and transport logistics chain in Pakistan and
bringing it up to international standards. It is estimated that over the next five years,
about US$ 6.0 billion would be required for the implementation of first phase of the
NTCIP, including railways, roads, trucking, ports & shipping, aviation, trade
facilitation and energy logistics. The World Bank (WB), the Asian Development
Bank (ADB) and the Japan Bank for International Cooperation (JBIC) are actively
supporting the program. Under the direct leadership of the Prime Minister, the task
of development of proposals for NTCIP and overall coordination, implementation,
monitoring and evaluation of the NTCIP has been assigned to the Planning
Commission with the Deputy Chairman chairing the Prime Minister's task force.
Seven committees have been constituted under the task force gach chaired by the
concerned federal secretaries of the participating Ministries/Divisions, viz; CBR,
Railways, Communications, Defense, Industries, Petroleum and Ports & Shipping.
A management unit (NTCMU) has been set up in the Planning Commission, to act
as the Secretariat. A Trade & Transport Facilitation Unit (TTFU) has also been set
up in the Ministry of Commerce. Full-fledged studies identifying gray areas in the
aforementioned sectors and their remedies would be recommended under these
studies and coordinated and implemented by the Planning Commission and line
ministries.

Program 2007-08

A comprehensive and integrated transport policy will be developed during 2007-08.
The transport development program 2007-08 would be based on a broad strategy
that will include establishment of a multi-modal transport system; an emphasis on
asset management with consolidation, upgrading. rehabilitation and maintenance of
the existing system; enhanced private sector participation in sector development and
institutional capacity building, with research & development and use of modern
technology, procedures and processes to increase sector efficiency. The strategy
also takes into account the regional and domestic dimensions, particularly in relation
to rail, road and ports & shipping sub-sectors, enhancing regional connectivity to
improve links to the Central Asian States, Iran, Afghanistan and India.

During the period, ways and means to improve the transport planning, prioritization
and rationalizing public sector expenditure and mobilization of resources from users
and the private sector and other institutions governance reforms would be explored.
An integrated and holistic approach would be adopted for making transport system
more productive, efficient and refiable, which may lower the transport costs and
enhance the productivity in the economy.

It is planned to revitalize the Railway 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-
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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. Benchmarking will be carried out
and performance indicators would be developed for each of the sub-sectors to
assess progress against envisaged targets.

An allocation of Rs 60 billion has been made for the development program of the
T&C Sector. This includes Rs 29.4 billion for the budgetary program and Rs 29.6
billion for the budgetary corporations program (NHA). Salient features of the program
are outlined as under:

Pakistan Railways

A major step under the NTC initiative is the restructuring of Pakistan Railways on
commercial lines. The Railways would be transformed into a corporate entity making
profitable business through its core activities. Railways Business Plan is being
prepared and a professional CEO would be appointed to run the Railways. Seven
fast freight trains have already been introduced from Karachi to Lahore / Faisalabad
and back. The other important initiatives include finalization of track access policy for
private sector and outsourcing of container transportation.

An allocation of Rs 11.6 hilion has been made for 2007-08. Works on track
rehabilitation of Pakistan Railway network, procurement of 69 DE locos, procurement
/ manufacture of 625 passenger coaches, procurement of 2300 bogie high capacity
wagons, rehabilitation of 450 passenger coaches, re-commissioning of 55 stabled DE
locos, doubling of track on Lodhran - Raiwind sections, and other on-going projects
would continue. Procurement / manufacture of 75 DE locomotives, 150 passenger
coaches, construction of railway line and container terminal at Gwadar to provide up-
country linkages, setting up of a PMU in the ministry, modern signaling Khanewal to
Shahdra and conversion of Quetta — Zhob meter gauge line into broad gauge would
be started.

Ports and Shipping

A Ports master plan study, defining the roles of o
Karachi Port, Port Qasim and the Gwadar Port
would be prepared. The Business Plans of the three
ports wouid be completed. A project monitoring unit
would be established within the Ministry of Ports
and Shipping to study the existing botilenecks in
efficient operation of ports and recommend phase-
wise improvements required at the ports.
Outsourcing of container and other terminals at the . - ‘
ports is also planned. The closure of Karachi Dockyard Labour Board (KDLB) at the
Karachi Airport is also envisaged.

An allocation of Rs 757 million has been made to complete the balance civil works on
the Gwadar Deep Sea Port Project, initiate works for acquisition of land for
construction of East Bay expressway at Gwadar, land for Free Trade Zone and the
Oit City.
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National Highway Authority (NHA)

An allocation of Rs 29.6 bilion has been made for the national highways program.
Main thrust of the program is aimed at the acceleration of work on the rehabilitation &
dualization of National Highway (N-5) on different sections, Islamabad-Peshawar
Motorway (M-1), Makran Coastal Road, Karachi Northern Bypass, Layari
Expressway, islamabad-Muzaffarabad Road (N-75), Mansehra Naran-Jalkhad Road,
Nutal-Sibi-Dhadar Section (N-865), Ratodero- Shahdadkot-Khuzdar Road, Qilla
Saiful!ah-Loraiai-Bewata Section of (N-70), D I Khan-Mughalkot Section (N-50),
Realignment of N-65 near Dera Allahyar and Jaccobabad & Bridge on River Jhelum
at Azad Pattan, Lowar Tunnel, Gwadar Ratodero Road (Khuzdar-Khori, Ratodero-
Quba Saeed Khan & Gwadar- Turbat), Hoshab-Panjgur—Nag-Baseema-Surab (450
Km long section) & the remaining portion of the indus Highway (N-55) (Sehwan-
Dadu, Dadu-Larkana, Rajanpur—D.G.Khan & Malana Junction-Sarai Gambila
Sections). In addition, work will be initiated on the improvement of N-65 from
Jaccobabad Bypass to Shikarpur, Quetta-Kalat-Chaman road, Quetta Western
bypass, Jhalkhad — Chilas Road, and the National Highway Development Sector
program and NWFP Road Sector program. Procurement of land is planned for
additional carriageway from Faisalabad to Khanewal (M-4). Projects on Lodhran -
Khanewa! section of N-3, Peshawar Northern bypass, Lakpass Tunnel & Rawalpindi
By-pass projects would be undertaken on BOT basis. The projects will increase the
total kilometrage of national highway network and contribute towards smooth and
safe flow of vehicular traffic on the nationat highways network.

Development of a new expressway corridor in Phase-l being oné of the vital
components of the National Trade Corridor initiative, the route alignment of
expressways would be finalized during the year. Under Phase-1l, a new motorway
corridor on the west of indus touching Balochistan would be developed as a long
term measure. 1tis envisaged to develop industrial clusters, oil storage facilities and
oil & gas pipelines along the proposed motorway and expressway corridors. These
initiatives would open up new vistas and avenues of trade with China, Central Asian
Republics, india, Iran and even with Western countries.

Planning, Monitoring & Evaluation Cell in M/o Communications

An allocation of Rs 14 million has been made for establishment of Planning,
Monitoring & Evaluation Cell in Mio Communications. The Cell would be instrumental
in expediting the pace of work in the organizations working under M/o
Communications, such as NHA, NH&MP, CMTI, NTRC and Post Offices.

National Transport Research Center (NTRC)

An aliocation of Rs 9.3 million has been made for continuation of research program
and work on the Pakistan Transport Plan Study and National Transport Policy.

National Highways and Motorway Police (NH&MP)

National Highway and Motorway Police is an effective organization working towards
ensuring safety and smooth mobility on the national highways and motorways. An
allocation of Rs 181 million has been made for ongoing and new programs.
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Planning and Development Division

For T&C Sector, the Planning & Development Division has been allocated an amount
of Rs 5.58 billion for the establishment of the NTC Management Unit, provision of
CNG buses for Karachi city on PPP basis (Box 13.2), acquisition of land in Gwadar
for Free Trade Zone and Oil City.

Box 13.2
Environment Friendly CNG Buses for Mega Cities

Another major initiative of the Government of Pakistan is
provision of Environment friendly public transport. The
Federat Government, as a polficy matter, has pianned to
provide dedicated CNG buses on Public-Private
Participation (PPP) basis in mega cities of Pakistan to
confrol the public transportation problems and
environmental poflution, Private secior companies
having a fieet of not less than 50 CNG buses / double
deckers would be invited to ply on various public routes.
Loans fo procure buses would be available from the
designated commercial banks / financial institutions,
repayabie within 5-7 years. Interest part of these loans
wouid be met by the Federal Govemment. An allocation
of Rs 5.0 hillion has been earmarked which would be
spent through the development budget during next five
years to defray the cost of interest. As a first step,
environment friendly dedicated CNG buses/ doubie
deckers would be provided in Karachi. The Government
of Sindh (GoS) and City District Government Karachi
{CDGK) would ensure investment friendly and enabling
environment to the private sector to ply safe,
comforiable, reliable and affordable public transport on
sustainable basis. The financial institution and the
private investor / operator would mutually decide the =xisting Traffic Stuation in Kaacn:
terms and conditions of the payment and the repayment i eI e
pians. The City District Government Karachi (CDGK)
would piay its regulatory role to ensure that the interests
of the commuters as weli as the operators remained
intact in the scheme by payment of reasonable equity.
The main objective of the project was to esiablish an _
infegrated, efficient, economically sustainable affordable, | [ B
‘and market-driven quality urban transport system which | [k :
would meet the needs of citizens, support rapid
economic deveiopment, protect the environment and
ensure service / road discipline.

Commerce Division B Dedicatd' CNG Bus

An allocation of Rs 31 million has been made for the Trade & Transport Facilitation
Unit to be established in the Ministry of Commerce.
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Special Communication Organization (SCO)

An allocation of Rs 490 milion has been made for increasing the telecom
connectivity in the remote areas of AJK and Northern areas. Major programs inciude
development of facilities in Northern Areas, laying of optical fiber cable between
Mansehra & Gilgit and Gilgit & Skardu, international gateway exchange & earth
station for AJ&K and the Northern Areas, Rural Digital Communication uplift project
for AJ&K (Phase-ll}, Inter Transit Main Exchange Optical Fiber alongwith
Transmission line System for AJ&K, Interconnect Billing & Custom Support System,
and initiation of work on Northern Areas Terrestrial Microwave link, OFC Connectivity
along Gupis — Gilgit — Sust, and GSM Expansion for AJ&K. '

National Telecommunication Corporation (NTC)

An allocation of Rs 305 milfion has been made
for completion of the on-going work on the
establishment of the optical fiber based
transmission link for establishing coastal
communication link between Karachi and
Gwadar / Jiwani and Karachi to Keti Bandar
and Telecom Sector De-regulation projects.
Work on Shifing of GHQ Circuits from PTCL
to NTC Network and Provision of PSTN Legal
interception Facility by the NTC would also be
undertaken.

Pakistan Meteorological Department (PMD)

An aliocation of Rs 139 million has been made for completion of 12 ongoing projects
and initiation of 9 new projects scattered all over the country for enhancing the
capabilities of PMD.

SUPARCO

SUPARCO is embarking upon the National Sateliite Development Program during
the next 5 years. An allocation of Rs 3.25 billion has been made for the SUPARCO.

Finance Division

An allocation of Rs 6.2 billion has been made for construction/improvement of 19
provincial and district roads in all the provinces including Lai Expressway. These
roads have been identified under the President / P.M directives.

Maritime Security Agency (MSA)

An allocation of Rs 65 million has been made for continuation of work on construction
of MSA Headquarters Building at Karachi.

Airport Security Force (ASF)

An allocation of Rs 175 million has been made to complete the balance ongoing
works for construction of barrack accommodations at 5 small airports i.e.
Muzaffarabad, Gilgit,  D.L.Khan, Rawalakot and  Nawabshah, barrack
accommodations at Islamabad, Quetta, M ultan, Faisalabad and one office
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accommodation for Chief Security Officer (CSO) North at Islamabad airport. Works
on reconstruction / rehabilitation of ASF barracks at Muzaffargbad & Rawalakot
airports and Tube Well at Quetta airport would also be undertaken.

Karachi Shipyard & Engineering Works (KSEW)

An allocation of Rs 500 million has been made for Installation of Ship Lift and
Transfer System and Associated Machinery and Equipment to provide docking and
repair facilities to Surface Ships, Submarines and Commercial Vessels of upto 4,000
Tonnage at the KSEW.

Civil Aviation Authority

An allocation of Rs 750 million has been made for construction of New Gwadar
International Airport. It will meet the requirement of wide bodied aircrafts B-747.

innovative Financing

The current infrastructure programs at average need over Rs 210 billion per year,
with only half of the available for investment from the public sector. Public-Private
Partnerships would be encouraged to meet the funding gaps and to improve the
efficiency of these investments. Capital market, bonds, long-term loaning and
securitization of revenue streams would be explored as additional financing vehicles.

Annual Plan 2007-08, Planning Commission 129






Physical Planning and Housing

Chapter

14

Physical Planning and Housing

The overali strategy pertaining to Physical Planning and Housing (PP&H) sector covers
the development of urban areas, housing, drinking water supply and sanitation,
construction of government offices and development of [slamabad. The PP&H activities
at local level are undertaken by provincial governments, by preparing the master plans,
standards/regulations and monitoring the implementation of projects as well as sharing
the financial resources with local governments. The delivery of municipal services is the
responsibility of local governments.

Urban Development

Currently, over one-third of the population or about 55 million people live in urban areas.
By 2030, Pakistan will become predominantly urban, with the challenge to manage an
additional 85-100 million city dwellers. In the context of globalization, large cities like
Karachi and Lahore will operate under a new set of economic dynamics. This will
demand a holistic approach to address the issues such as increasing rural non-farm
employment, rural-urban complementarities, and the needs to develop balanced
hierarchies of settlements.

With increasing contribution of the urban economy to national development, the
management of urban areas, particularly metropolitan areas and the mega cities can
play a key role in the country’s economic development, synchronizing with the emerging
global economy, information technology and an increasing emphasis on market-based
decision making. The metropolitan cities of Faisalabad, Rawalpindi, Peshawar, Multan,
Gujranwala, Hyderabad, Quetta, and the mega cities of Karachi and Lahore would need
to enhance urban management capabilities and integrate development of urban
infrastructure and services to provide a better quality of life. Therefore, the strategic
thrust of urban planning wouid be on developing integrated urban development centers,
rural-urban complementarities, functional efficiencies for productivity, growth and
sustainable development; equitable development through provision of infrastructure and
services; and developing public private partnerships in urban services delivery.

Efficient management of urbanization requires settiements to grow into their equilibrium
size - optimal and functional hierarchies of settlements - determined by benefits of iower
cost of producing and delivering public goods and services, economic enterprises and
infrastructure. As a first step, for effective management of mega and large cities, a high-
level Steering Committee has been set up under the Deputy Chairman, Planning
Commission. The Strategic Master Plan of Karachi is being finalized, to make it a hub of
modern technology and education, professional services and industries, and business
and trade to compete with the giobal cities of the world.

In case of Istamabad, it is planned to develop it as a 21 century medium size city, offering
high quality of life to its citizens with well planned small townships in its vicinity. The focus
will be on the development of infrastructure in shelter, education, health, water and
communications with efficient public transport facilities. The land acquisition process is
being accelerated for development of residential sectors. The existing settlements will be
upgraded and the capacity of CDA for planning and enforcement would be enhanced. Also,
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an Inter-Provincial Forum for Regional and Metropolitan Planning will be set up for
integrated development of Islamabad Region.

The integrated urban development approach (Urban Development Strategy
wouid encormpass institutional reforms and client
focus: institutional strengthening and enhanced
urban management capacity. The scope of
projects will reflect new demands of effective
urban management, including reforms of land
and housing market, capacity-building for public-
private partnerships, new roles of public sector,
use of micro-credit and skills upgrading for the
poor, and application of managerent information
iechnologies.

« Formulate & implement
National Spatial Strategy. with
spatial  development action
plans at provincial, district and
Tehsil level.

» Diversify the economic basé of
smaller towns by establishing
resource based industries.

o Davelop sustainable devolved
institutional mechanism up to
small town’s tevel through close
community participation to carry

The Vision 2030 ireats rural and urban
development a3 compiernernitary. Strengthening
finkages between urcan centers and rural areas

is therefore, necessary to ensure that the two Z:‘thectivelglanmd activities
remain mutaail reinforcing. Towns and citie | .
iain mutaay: rel o S | o« Undertake metropolitan

provide markets for rurai products and jobs to
spbsorb  surplus  fural  labour. Efficient
nfrastructure  and  services  can facilitate
complementary rural-urban development with
diversification and commercialization of rural
sconomies.

economic  planning  across
entire urban regions enabiing
all stakeholders to formulate
comprehensive development
plans and carry out a
coordinated set of targeted

The development of smaller towns can reduce investments, to link cities with
rural suburbs.

the migraton 1o metropclitan areas and mega , _

cities to an extent, but it will be effective only i | o+ Private sector '”VeStme“L
employment opportunities are created together with investment in social infrastructure.
Alsc, the importance of secondary towns and rural-urban linkages at a regional level
has aiso been recognized. Secondary cities provide markets for rural products, service
centers for rural activities and jobs 1o absorb surpius labor.

Water Supply and Sanitation

Currently, only 66 percent of the total population has access 1o safe drinking water (87
percent urban and 56 percent rurai). The sanitation facilities are available to 43 percent
of total population (63 percent urban and 31 percent rurat). The main water supply
issues relate to diminishing resources due to population growth, contamination of water
hodies, extensive system losses due to weak O&M and poor sanitary conditions with
unhygienic disposal of waste water and solid wastes.

Wwith rapid urbanization coupled with inadequate investment, the quaiity of urban
infrastructure has detericiated. Less than 1 percent of wastewater is treated in Pakistan.
The resi is thrown into ravines, streams and rivers which have turned into sewers and
impact negatively on downstream users. Metropoiitan governments recover fewer than
50 per cent of the solid waste generated in cities. The rest is left to rot on the streels.
Cven the waste that is collected is dumped in open fields or is incinerated. The dumped
waste poilutes groundwater and incinerated waste creates air pollution.

The Vision 2030 calls for efforts to improve the performance and utilization of water
supply and sanitation systermns and reduce financial dependence on the federal
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/provincial governments by improving planning and management capabilities of the
involved agencies; by encouraging the involvement of communities; and by prometing
community responsibility, particularly for operation and maintenance.

The strategy includes

« adoption of an integrated approach, rational resource use and the introduction of
water efficient techniques,

« containment of environmental degradation,

= improving performance and utilization of local systemns through better planning,
management and community participation;

« improving quality of and easy access to water supply, especially for women,

» improving sanitation through sewerage and drainage schemes, and

« improving the understanding of the linkages between hygiene and health through
community education campaigns, especially among the women and children.

A House of One’s Own

Currently, around 300,000 housing units are being constructed against an annual
demand of 650,000 units, with the backlog of 6.5 million houses continuing to increase.
A much larger shelter construction is envisaged to start reducing the backlog. The
Government will support the launching of mass housing programs with enhanced supply
of institutional resources and long term affordable financing rates; increasing ihe
availability of developed land and more small size plots for low income groups:
undertake high rise development to utilize land more effectively; improve construction
technology including standardization of components for mass production; regularizing
notified Katchi Abadis and restraining the emergence of new slums; increase community
participation in housing and service delivery; and enact an effective legal and regulatory
framework to facilitate development of housing.

The Vision 2030 envisages provision of shelter to all, with access 10 essential amenities
in a clean and secure setting. The housing policies and programs would satisfy basic
needs of the poor, provide shelter through a participatory process focusing on pro-poor
growth, social development, good governance and protection of vuinerable groups.
Construction of low-income housing will be a priority, by addressing issues of
inadequate supply of developed land, poor land administration, inadequate legal and
regulatory systems, and limited housing finance for the poor, The Land Barnks would be
established at federal/ provincial levels to allocate lands for varicus housing prejects/
new towns with focus on low-income housing.” All suitable federal and provincial state
lands would be transferred to these Banks. Housing is also a local community affair
where end-users are both the contributors and stakehelders for all types of housing
activities. Accordingly, the role of the local governments would be important in enabling,
promoting and facilitating the provision of housing te all segrments of the population
within their respective jurisdictions.

Review of FY 2006-07

The PSDP 2006-07 had envisaged an overall financial outlay of Rs 12 billion for
undertaking PP&H activities at federal level, including Rs 5 hillion through provincial
programs. Major allocations were earmarked for water supply and sewsrage to
increase population coverage, urban developrient including roads, construction of
government housing/ office buildings, besides the Industrial Workers Housing and
Overseas Pakistani Housing programs. The provincial governments have also
focused on implementing water supply projects in rural and urban areas besides
undertaking local development schemes and Katchi Abadis up-gradation.

[ox)
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During 2006-07, the emphasis was on completing ongoing water supply schemes in
rural areas, and extension of sewerage and drainage networks in urban areas. A major
initiative continued during the year related to the implementation of Clean Drinking
Water for All, envisaging the installation of 6,035 water purification plants in each Union
Council throughout Pakistan, with the purpose to provide safe drinking water free from
harmful contamination to the general public. Overall cost of this program, to be
completed during 2007-08, would be Rs 15 billion. During current year, around 450
purification plants would be instalied in all Tehsils of Pakistan.

As regards the provision of shelter, the development of residential plots remained slow.
Throughout Pakistan, in both urban and planned rural areas, around 50,000 residential
plots were developed, both in private and public housing schemes. The progress on
Katchi Abadis regulation coverage in 2006-07 remained steady. For Government
employees, hire-purchase schemes were launched in Islamabad and Lahore. The
Workers Welfare Fund completed two ongoing projects of flats construction for workers
in Peshawar and Karachi. To cater for the acute shortage of government office buildings
especially in Islamabad, the Ministries of Local Government, Population Welfare,
Petroleum and Foreign Affairs continued the construction of their buildings.

Programs for FY 2007-08

The major PP&H sectoral programs to be implemented during 2007-08, are highlighted

below:
[ Development of Residential Plots J
I'o facilitate development of 250,000 small size residential plots in “Site and Services

L‘Schemes” in urban and rural areas, for construction of houses by the allottees. '
| Water Supply / Sanitation | Sewerage |
. Urban Water Supply )
 Increase urban population coverage from present 87 per cent to 89 percent.
. Urban Sewerage & Sanitary Drains
| e Increase urban population coverage from present 63 per cent to 64 percent.
] Rural Water Supply
'; « Increase urban population coverage from present 56 per cent to 57 percent.
| Rural Sanitation |
|  Increase urban population coverage from present 31 per cent to 32 percent. i
Katchi Abadis Slums Up-gradation .
| » Improvement of environmental conditions of additional 0.250 million population in
L Katchi Abadis / Siums. ' |
ll Government Employees Housing |
| * Provision of addition 2000 houses and flats from Govemment Employees in
‘L Islamabad & Provincial Capitals.
1
|
1

|
|
Government Offices & Buildings |
» Construction of 0.20 miliion square feet covered area for federal / provincial "
government agencies & Civil Armed Forces. .
Housing for Industrial Workers |
e Construction of 1000 small size piots and houses / flats, by the Workers Welfare
Fund. \

1

| Houses for Overseas Pakistanis
! « Implementation of on-going schemes in major cities by the Overseas Pakistanis !
. Foundation.
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Urban Development

A holistic approach will be adopted to enhance the efficiencies of urban and rural areas,
which will cover the entire socioeconomic spectrum. Adequate infrastructure and
services will be provided to improve the quality of life of the residents, environmental
improvements (air quality, water and sanitation), and strengthening the management
capabilities of all settlements. The involvement of all tiers of government will be
essential to meet the Vision’s goals; implementation at the local levels and policy
interventions for those functiona! areas which continue to remain with the provincial and
federal governments.

The functioning of mega and large cities will be improved through metropolitan
economic planning across the entire urban region, bringing together the national,
provincial and local government agencies, business and community leadership to
formulate comprehensive plans and carryout coordinated targeted investments. Among
other things, investments in urban regions including the centers will be enhanced
through public-private partnerships and other innovative modes. This will facilitate
private sector involvement in value added services and products, and promote
industrialization with intensified marketing and financial mechanisms. A focus will be the
provision of local infrastructure including roads, clean drinking water, sanitation, basic
health and education and electricity to enhance the quality of life of the residents.

During 2007-08, a National Spatial Strategy will be developed within the framework of
Vision 2030 to safeguard the areas of national interest and provide guidelines aimed at
maximizing efficiency of human settlements and other productive efforts to enhance
rural-urban complementarities. National Spatial Plans will be linked to provincial and
local plans within a long-term regional planning framework to connect cities with rural
suburbs through provision of facilities, amenities, other infrastructure and services. This
will enhance the thrust towards rural urbanization to minimize the congestion, poliution
and other typical environmental hazards in large cities.

Currently some 85 percent of Pakistan’s population is located in 20 percent of the
country's area east of the Indus River and in close proximity of border with India. The
current urban centers, which are already congested and polluted, would not be able to
absorb the envisaged enhanced economic activities and trade. 1t is important to channel
this ongoing urbanization towards a positive impact on economic efficiency, the size and
shape of cities and their relationship with the rural hinterland. As a part of the National
Spatial Strategy, it is envisaged to diversify the growth of population and urbanization.
New cities will be planned, particularly on the west of Indus (with bridges across the
river), in conjunction with economic activities along the motorways and expressways,
complemented by links to rural service and production centers, to enhance the
competitiveness of trade and efficiencies of upgraded infrastructure. During 2007-08, to
facilitate the effective formulation of National Spatial Strategy, a Pakistan Urban Forum
will be arranged by the Planning Commission besides the establishment of an Urban
Policy Research Center.

A National Trade Corridor improvement program has already been launched by the
government. The corridor will be linked with the establishment of new cities; logistic
centers (for retail and wholesale trade); special economic zones, industrial and
technology parks; and cold chain/food processing centers. During 2007-08, the planning
of new cities will commence, particularly on the west of Indus (with bridges across the
river), in conjunction with economic activities along the motorways and expressways,
complemented by links to rural service and production centers, would enhance
competitiveness of trade and efficiencies of upgraded infrastructure. A program of
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upgrading of infrastructure within the existing urban centers and existing intercity
networks will also be undertaken.

The Provincial Governments of Sindh and Punjab have recently undertaken major
initiatives in line with the Vision 2030°s urban development strategy. The City District
Govemnment of Karachi with the assistance of Asian Development Bank has finatized a
Mega City Development Plan for major improvement and construction of urban
infrastructure along with institutionat strengthening of city administration and to arrange
necessary funds through the establishment of Special Financing Vehicles. The
Government of Punjab have negotiated a loan with World Bank and JICA regarding a
Development Policy Loan to implement reforms at 5 large cities of Lahore, Multan,
Gujranwala, Faisalabad and Rawalpindi in infrastructure service delivery areas of urban
transport, water supply, sanitation, and solid waste management. Similar programs of
upgrading of infrastructure within the other urban centers in all provinces will also be
undertaken. During 2007-08, the provincial governments will continue the fast track
implementation of these projects.

Urban Governance

During 2007-08, major initiatives will be undertaken to improve the infrastructure relating
to movement of goods and people. A holistic and multi-nodal approach has been initiated,
which will result in a quantum increase in the scale and quality of urban infrastructure.
Besides, the recent innovation in governance is likely to affect the future of cities. Under
Devolution Plan, a new system of municipal governance has been laid. The salient
features include devolution of power for focal decision making, and the formation of
Citizen Community Boards (CCBs) to engage the community in the decision making
process, besides the women emancipation in municipal affairs.

Municipal finance has emerged as a core issues in the functioning of cites, which
require an increasing proportion of monetary, material and human resources to fuffill
civic aspirations. During 2007-08, new approaches would be explored to facilitate the
financing of major infrastructure in large cities including financing in part by profits
generated by property development. An entrepreneurial approach, with involvement of
the private sector, will be adopted on a citywide basis to promote metropolitan cities to
potential investors. Accessing the capital markets through municipal or other bond
issues, with or without government guarantee, would also need to be considered. This
would be compiemented by price reforms 10 meet the cost of efficient service provision,
manage demand and generate cash to catalyze new investments.

Water Supply and Sanitation

The development of urban water supply would be based on meeting rapidly increasing
demand for household and industrial water, increasing investments in new water
delivery systems, upgrading and managing the existing systems more efficiently,
ensuring provision of potabte water 10 poo¥ households, recycling of water, where
feasible, and enhancing cost recovery. The sanitation improvement options would cover
wastewater management and disposal of human wastes through cost efficient and
affordable means, including improvement in the management of septic tanks. For solid
waste, the strategy would be to develop integrated sofid waste management systems,
sanitary landfills, and 10 minimize waste through refuse recovery and electricity
generation.

During 2007-08, the water supply coverage will increase from the present 66 percent to
68 percent of total population, serving additional 3.20 million persons {urban 1.92

e
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million, rural 1.28 million). In case of sanitation, the facility of planned sewerage and
pucca drains will be extended from the present 43 percent to 44 percent, serving
additional 1.60 million population (urban 1.0 million, rural 0.60 milfion).

Housing for All

The urban housing needs, particularly their low-income residents, will be catered for
through implementing the legal and regulatory reforms for better operation of housing
matkets. Cost recovery would be maximized and subsidies minimized in the financing
of low-income housing and slum upgrading. As part of the transition to an enabling role
for governments, the private sector, NGOs, cormmunity groups and low-income
householders should play an increasing role in the provision and maintenance of their
own housing. Public housing institutions like the HBFC are in great need of
restructuring and should expand their links with NGOs and CBOs active in providing
low-income shelter. During 2007-08, the innovative low-income shelter schemes would
be launched initially through pilot projects, using combinations of community groups,
municipalities, and/or the private sector.

Land supply, especially for housing, has a critical role in supporting the quality of life in
urban areas. During 2007-08, an initiative on urban land management will be
commenced to improve the efficiency of urban land markets, through (i) appropriate
and affordable land use, building standards and regulations; (ii) improving procedures
for land transfers (including cadastral mapping. titing, and registration); (iii) measures
to stop tand being held vacant for speculative purposes; and (iv) improving information
to the public on land market indicators.

In major cities, the non-market actors in real estate business are acquiring prime real
estate and large tracts of peri-urban fands for rent seeking, thus making inCreasing
demands on urban space, by displacing the iess powerful users. During 2007-08. the
land acquisition, its zoning and development, house construction and financing
schemes for the betterment of general public will be rationalized.

Private Sector Involvement

The Vision 2030 also calls for adopting a metropolitan economic strategy expiicitly
designed to bring together the public and private sectors across the entireurban region
to formulate and carry out a coordinated set of targeted investments involving
comprehensive planning and united action through ciose coliaboration amongst
government, business and community leadership. This economic strategy will involves
all of the important aspects of public and private resources and institutions In a
comprehensive and broad-based manner. Its framework would incorporate vision,
policies, and strategies, together with a prioritized actions plan for implementation, and
will be complemented by institutional strengthening for better urban management to
create efficient land markets and to generate new financing and to levy user charges to
tap the increasing wealth.

During 2007-08, the economic efficiency of large cities will be augmented by adopting
joint public-private approaches for financing major infrastructure deveiopment in large
cities, including financing in part by profits generated by property development; besides
improving serviced iand supply, transport and communication links, ensuring reliability
of energy and water supplies, delivering satisfactory waste management and drainage,
improving quality of labour markets, and improving information systems of land.
finance and other elements of mega city economy. A priority will be to make marksat
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entry easier for small business through better security of tenure, access to land, credit,
and affordable planning and building standards.

The Federal Govermnment has recently set up an infrastructure Project Development
Facility (IPDF), which among others will faciiitate the Public Private Partnerships (PPP)
in municipal infrastructure. An Infrastructure Projects Financing Facility (IPFF) will
become operational by January 2008, which would facilitate the financing of
infrastructure projects in PPP mode, through the training and familiarization for local
government officials to their new responsibilities as a party to the contract and to bind
the private operators to provide services in which payment is by results, while the
government retains overall regulatory authority. Also, a national statutory framework
would be developed as a starting point for contract negotiations, covering factors such
as minimum quality standards and environmental parameters, and the tools to address
the quality, price and required reliability of the service; the investment program
maintenance of assets; and rights of access in the public domain.

Financial Outiay

in 2007-08, through Federal PSDP a large number of accommodation projects
pertaining 1o CAF/Police/Judiciary, and essentiai government offices, housing
accommodation and water supply and sewerage will be developed, involving an
overall PP&H financial outlay of Rs 18 biltion, including Rs 6.50 billion for the Clean
Drinking Water for All Program (reflected in Environment Sector), Rs 3 billion 1o
implement water supply projects in all Provinces including mega water supply
projects of Karachi and Quetta, and Rs one billion for development of Islamabad
including constructing the flyovers / underpasses, urban development and
augmenting the water supply as well as rehabilitation / construction of sewage
treatment plants. The Capital Development Authority will generate Rs 20 billion from
own sources, to implement the roads and urban development projects in Istamabad.
The Government would continue (8) facilitating the development of housing by
private sector; (b) providing site and services, {(¢) promoting housing finance
institutions; and (d} providing house building credit through the HBFC, at relatively
low mark-up. To expedite improvement of Katchi Abadis, the City District
Governments of Karachi and Lahore would ensure participation of end-users in
identifying problems, setting priorities, and prepare the master plans for development
of respective areas / cities.
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Mass Media

Mass Media has become a major sector of economy over the last ten years. The
electronic media has overwhelmingly shifted from the hands of pubic sector to private
sector. Investment, innovation and competition characterize the growth of the sector.
Medium Term Development Framework (MTDF) 2005-10 envisaged an investment of
Rs 5 billion over five years in the Mass Media sector. The MTDF provides the
foliowing policy framework to develop Mass Media

* Providing 100 percent Radio and TV coverage including cable, especially in
remote and less developed areas of the country.

¢ Creation of a network of community based FM radio stations in private sector in
all the districts.

e Sirengthening and enhancing the partnership between the public and private
sector in radio and TV.

+ Synchronising the radio and television transmissions with the modern
information technology (IT) by putting their programs on Internet.

* Modernisation of the country's premier news agency — APP.

« Strengthening the technological base of public sector electronic media through
replacement of the existing electronic equipment by the state of the art
equipment.

+ Gradual switch over to digital technology.

e Instaliation of powerful medium and short-wave transmitters for regional and
international coverage.

The MTDF was vigorously pursued during the last two years resulting in expansion
and modernization of Mass Media both in pubiic and private seciors. Based on the
licenses issued in the domain of electronic media by Pakistan Electronic Media
Regulatory Authority {(PEMRA), Rs 650 million have been invested in the wireless
cable (MMDS), around Rs 580 million in Direct -To- Home Technology (DTH), Rs
150 million in instailation of local radio and Rs 2,600 million in sateliite TV by the year
20086. It is estimated that by the end of year 2006-07 upto Rs 5 billion investments
will be made in the electronic media by the private sector. In the public sector an
amount of Rs 5 billion is planned to be invested for the modemization and expansion
of Pakistan Television Corporation, Pakistan Broadcasting Corporation, APP and
allied agencies of Ministry of Information and Broadcasting. Under a country-wide
program of modernization, the studios and equipment of Pakistan Television
Corporation are being digitalized and a network of new transmitters provided to
maximize the coverage. New Radio Stations in remote areas of the country, including
Turbat, Chaman and Gwadar. Obsolete equipment of PBC is being replaced and
powerful Medium Wave Transmitters will be set up at appropriate locations. The
Premier news agency of the country - APP will shift to complete satellite
newsgathering system. The MTDF strategy and iargets are making good headway.
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mresently the cable television sector is employing 30,000 people, PTV as 6000
_employees, and Radio Pakistan has manpower of over 3000. The fast expanding
private clectronic media in total has generated direct employment for more than
50,000 people. The electronic media is currently generating revenue of Rs 8 billion
per year, which is expected to grow 1o Rs 20 billion by the close of the year 2007-08.
The earnings of Pakistan Television Corporation have gone up to Rs 2.5 billion per
annum. Similarly pakistan Broadcasting Corporation is garning annual profit of about
Rs 10 million through local Frequency Modulation (FM) channels. The investment in
satellite channels and cable industry has crossed the figure of Rs 10 billion. The
advertising industry of pakistan has annual billings of more than Rs 3 billion per
annum. Also the nvestment in print media is more than Rs 10 billion. Progress of
Mass Media from 1890 to 2006 is reflected in Table: 15.1.

Table 15.1 Mass Media at a Glance
1999-2006
(Numbers

ﬂm_-@l_ 2006

Local TV Channels \_ 2 25 1
“ 25
‘ﬂ_ 74(103 Licensed

FM Radio Station in Public Sector TNl | 10 |
_ﬂl‘- 350 ‘~
-‘E-E_
200
700 :
30 1
“ 30 |
1600
3.5 million

Source: Audit Bureau of Circulation (ABC), Ministry of information & Broadcasting.
Review of PSDP 2006-07

The share of the sector during the year was Rs 869.4 million out of which Rs 438
gnillion were utilized by March 007. The project titted “Replacement of Electronic
Equipment” of PTV made headway. Two studios each at five TV stations were
digitalized and Master Control Rooms renovated. Out Broadcast Vans (OB Vans)
were provided to all the TV stations and Earth Stations installed in five stations.
Television Station Muitan started transmission in a rented building and work on the
proposed new building started. Rebroadcast Centres (RBCs) at Ziarat, Umer Kot and
Rilla Saif Utlah were completed. Work on a number of other BCs throughout the
country continued. The building for Radio transmitter Turbat was completed and the
broadcasting house was making rapid progress. During first 9 months of FY 07
against the total aliocation around 60 percent utilization has been made against the
released amount of Rs 516 million. The Table 15.2 shows the agency wise financial
progress of PSDP 2006-07.
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Table 15.2 Agency-wise allocation and utilization of funds

(Rs Million)
Sub-Sector ; Aliocation Releases Utilization % Utilization
2006-07 (March 2007) | (March 2007) Against
Allocation
PTV ,
Ongoing i  B36.6 435.2 401.7 68.4
New 50.0 29.8 8.6 59.6
PBC
Ongoing 46.0 3.0 3.0 6.6
| New 136.8 47.9 24.7 35.1
Total 869.4 516.0 438.0 59.4

Program for 2007-08

The allocation for the sector has been more than doubled from Rs 869 million during
the year 2006-07 to Rs 2100 million in 2007-08. Substantial funds have been
provided for the replacement of electronic equipment. Master Control Rooms in all
five TV Stations will be completed and modern lighting system in the studios provided
in addition to procurement of digital post-production equipment.

New powerful 100 KWMW transmitters will be installed at Hyderabad, Chaman,
Parachinar, Gwadar and Multan. Radio sector will embark upon 1000 KWMW
transmitters for airing the signal abroad from Lahore and Umerkot. Work on ongoing
Rebroadcast Stations in less developed areas of Balochistan, NWFP, Punjab and
Northern Areas at Pooran, Besham, Bunair, Kund Bangla, Chillas, Gah Kuch,
Khapiu, Jaglot, Astor, Shighar, Shakargarh and Ali Abad will continue. This will
enable the population of these areas to have A-Class TV signals.

Associated Press of Pakistan (APP) will shift to complete digitalization of operations
through establishment of electronic newsgathering system in lIslamabad and
provincial capitals. This will bring about a salutary change in the operation of the
country’s premier news agency.

The proposed allocation for the year 2007-08 for Mass Media Sector is Rs 2119.5
million: PTV (Rs 1279.8 million), PBC (Rs 789 million) and APP (Rs 50 million).
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Chapter

16

Culture, Sports, Tourism and Youth

The Medium Term Development Framework 2005-10 (MTDF) envisaged an
investment of Rs 6.5 billion for Culture, Sports, Tourism and Youth over a period of
five years. Not only have annual ailocations been enhanced progressively but ailso
reforms introduced to ensure the preservation of the nation’s cultural heritage, the
dovetailing of cultural activities with a wider concept of tourism, the provision of
sports facilities upto the district and tehsil levels and harmnessing the energies of the
Youth in productive endeavors.

16.1 Culture

Various projects are under implementation at major archaeological and cultural sites,
apart from creative Works at National Monument, Museum of Ethnology at islamabad
and Renovation of Quaid-e-Azam's Birth Place. Pak-China Friendship Centre and
National Museum of Pakistan are expected to commence shortly. In the MTDF
Preservation and conservation of monuments and archaeological sites is recognized
jointly as a federal and provincial responsibility and resources provided for the
purpose. Museums and sites reflecting Pakistan’s cultural values are being
established and preserved.

Review of 2006-07

An amount of Rs 253.3 million was allocated for the sector. Two main projects
namely National Monument of Pakistan in Islamabad and National Art Gallery were
completed. A sizeable numbers of antiquities were acquired for the National Art
Gallery. In the Archaeology and Museums sub-sector, the preservation and
restoration works on archaeological sites all over the country were in progress. The
archaeological remains of Gandhara civilization, Buddhist era, Mughal Period and
pre-historic period are being protected all over the country.

National Monument National Art Gallery
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16.2 Sports

Around 100 projects are in the pipefine out of which 50 percent are already under
implementation. Sports facilities are being provided even at grassroots level. Small
sports stadia and grounds are under construction at Tehsil level and sports
complexes at District level. Synthetic turfs are being laid in major cities. it has been
decided by the Cabinet that the minimum annual allocation for Sports under PSDP
will be Rs250 million. Sports tacilities in the country at the grassroots level with
community support are to be provided. Play grounds, sports stadia and complexes at
district and tehsil level are also being constructed.

Review 2006-07

The major objective of creating playing sports facilities at local level was pursued.
The sector was allocated Rs 331.5 million out of which Rs 140 million were utilized
by March 2007 (Table 16.1). The amount was spent on sports stadia, complexes and
synthetic hockey turfs throughout the country. The major projects include sports
complexes and stadia at Skardu, Jhang, Silakot, Dir, Saidu Sharif, and Kasur.

16.3 Tourism

Tourism has emerged as a major revenue generating activity worldwide. Pakistan
has vyet to realize its full potential. The total investment in hote! and allied activities is
around Rs40 billion. The annual revenue from foreign tourism has reached Rs700
million mark. Policy measures have been regarded as more effective areas of
‘ntervention. Research studies are underway to assess the impact of earnings from
tourist activities. An international standard website for promotion of tourism is also
being set up.

Policy framework of MTDF broadly covers five areas 10 develop tourism in the
country.
« legisiation, management, organization and facilitation;,
investment, funding, infrastructure, transport tax, and concessions;
marketing, promotion and product development;
environment, conservation and planning; and
human resource development and community development.

The strategic elements to develop tourism industry are:

Exploration of new market segments.

o Training in tourism services to be improved in collaboration with international
tourism and hotel management institutes.

o The involvement of Pakistan embassies/ missions abroad for tourism
promotion.

« making Pakistan a tourist destination threugh efficient marketing strategies,

e development of tourist products and enhancing annual revenues from
tourism,

« development of infrastructure In areas having great tourism potential in order
to facilitate private sector in setting up tourist facilities

« development of these sites into tourist attraction resorts and adequate
projection of these sites.
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Review 2006-07

A tourism marketing plan has been prepared by the Ministry of Tourism and 2007 is
being celebrated as “Visit Pakistan Year. An amount of Rs115.6 million was
allocated with a utilization of Rs 24 million upto March, 2007. The renovation and
repair works on the PTDC motels damaged by the earthquake was completed. First
bus terminal at Nankana Sahib will be established to facilitate Sikh Yatrees to visit
the holy sites. Work on the website and research studies is also in progress.

16.4 Youth

The main thrust of the MTDF for youth development is:

« harnessing the potential of youth through skili development and provision of
recreation facilities;

« providing skill training facilities at community level;
« guiding and counseliing centres for help in education and career;
« Involvement of NGOs and CBOs in youth sector; and

« establishment of Youth Development Centres throughout the country.

Review of 2006-07

An amount of Rs 27.6 million was allocated for the sub-sector. Youth Development
Centre at Quetta has been completed while work on the Center at Peshawar is in
progress. A countrywide Internees Program for educated youth was launched by the
Prime Minister under which ten thousand fresh graduates are being placed in big
national organizations as internees. Youth Parliament was set up. it aimed at
‘creating awareness about the working of the Parliament. This is a unique project and
engages youth in positive political activities. Realizing the role of skilled and
technically educated manpower for development of overall national economy, the
Government of Pakistan has established the National Vocational & Technical
Education Commission (NAVTEC). Youth Volunteer Force has also been set up.

The Culture, Sports, Tourism and Youth Affairs Sectors as a whole were allocated
approximately Rs 724 million during the year 2006-07. During first nine months of the
year Rs 387 million were released against which Rs 244 million were utilized showing
the utilization rate of 63 percent. Detail is reflected in the Table 16.1.
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Table 16.1 Culture, Sports, Tourism and Youth: Allocation and Utilization

FY 2006-07
Rs Million
Sub-sector Aliocation | Releases Utilization | Percentage |
FY 07 July-March July-March Utilization
FY 07 FY 07 against
Releases |

COLTURE | | |
Gngong | 2386 | 1885 651 g

TNew | 14.5 9.8 2.2 67
82 |

Total Culture: 253.0 208.2 | 1673 |
1
SPORTS l 1
[Ongoing | 151.0 | 177 375 78
New | 1805 \ 200 | 10.0 11 1
Total Sports: 331.5 % 137.7 | 47.5 42
| | |
TOURISM & 1 ﬂ
going 3.6 1.0 1.0 \ 28 |
New | 1120 24.2 13.0 22 |
115.6 25.2 14.0 22 |
YOUTH O
Ongoing | 238 15.9 15.9 68 |
[Total Youth: | 23.6 1 15.9 15.9 68 :

Total | 7240 387.0 244.0 63 |

Program 2007-08

Culture

A larger chunk of allocation will go to ongoing projects while a number of new
projects wili also be initiated. These are Shahdara complex of monuments, Master
Plan for rehabilitation and cultural tourism at Moenjodaro, preservation and
restoration of Mir Chakkar Fort Sibbi, Mehr Garh site and Harrapa Remains. National
Museum of Pakistan and Pak-China Friendship Center will be initiated during the
year.

Sports

An amount of Rs 500 million has been proposed for the sector, which wili be spent
mainly on ongoing projects in addition to initiating new projects. The major activity
during the year will be construction of boxing gymnasiums at Islamabad and
provincial capitals, and laying of synthetic turfs at Swat, Sukkur, Sargodha, Sibbi,
Muzaffarabad and Gilgit. Mega projects for creation sport facilities in the provincial
capitals will also be iaunched during the year.

Tourism

The gliocation for the sub-sector is Rs 200 miliion for ongoing projects and new
initiatives. The new projects include construction of Tourism House, which will be a
state of the art building for housing the Tourism Ministry and Pakistan Tourism
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Development Corporation. The existing tourist facilitation centers in various parts of
the country will also be renovated.

Youth

The allocation for the sector has been increased threefold to the level of Rs 150
million. The major ongoing activities during the year include construction of Youth
Development Centres at Malir and Sukkur. A block allocation has been provided for
new schemes for bringing the Youth of the country into the mainstream.

The sector-wise allocation for the year 2007-08 has been placed at Rs 1100 million
against the allocation of Rs 725 million last year, indicating an increase of 52 percent.
Sectoral allocation is reflected in the Figure 16.1.

Figure: 16.1 Culture, Sports, Tourism and Youth
Allocation 2007-08
(Rs Million)

SP““E:"E“
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Chapter

17

Education for the Knowledge Society
17.1 School and College Education

The Medium Term Development Framework (MTDF- 2005-10) recognized education
as a critical input in human resource development and in the country’s economic
growth. The MTDF focuses on elementary education and literacy by emphasizing
that the targets of universal primary education and gender parity must be achieved.
For improving the general standard of education, special emphasis has been laid on
the improvement of quality of teachers. Provision of quality education is another aim
that has been given due importance by establishment of quality education institutions
including cadet colleges and revamping of science education through improvement in
laboratory and fibrary facilities. In order to introduce the modem trends of education,
computer education has been introduced as a compulsory subject for class-V!
onwards. Technical education has alse been given due importance and polytechnic
institutes for boys as well as girls, have been established. For the upgradation of
college education especially in science subjects, lab equipment, library books,
furniture and qualifled teachers have been provided all over the country.

Policy

Under EFA (Education Sector Reform) program, comprehensive activities for the
improvement of literacy in the country are under implementation at all levels of the
government. The National Commission for Human Development (NCHD), National
and Provincial Education Foundations {(NPEF) are showing commendable
performance by establishing primary schools in various localities, where such
facilities were not earlier available. The MTDF emphasizes that access to quality
education at all levels under EFA will be provided up to 2015 to meet Dakar Goals
and MDGs.

Strategy

in the MTDF 2005-10, sub-sector wise allocations have been made for the expansion
and development of education at ail levels. The Action Plan prepared in the light of
the MTDF has been translated into specific programs and projects. The Federal
Ministry of Education and Provincial/Area Governments are actively involved in the
implementation process.

The following innovative approaches have been adopted for development of the
education sector:

a) Community involvement in literacy, basic education especially through
National Education Foundation, Provincial Education Foundations and the
National Commission for Human Development (NCHD)

b Promotion of public-private partnership and active encouragement of private
entrepreneurs and NGOs.
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C. Adopting measures to encourage girls education like provision of food items
and targeted cash transfers by Pakistan Bait-ul-Mal. Provision of free
textbooks has also been introduced.

Review of PSDP 2006-07

During FY 2006-07 an amount of Rs 6,598.6 million was provided for Basic and
College Education in the Federal PSDP. This included an allocation of Rs 6560.2
million for Projects of Ministry of Education and Rs 23.0 million for Schools &
Colleges of Cantonments & Garrisons and Rs 15.2 million for the Projects like
“Centre of Excellence for Urdu informatics development of standards” and
“Production of scientific, technical and model general reading material in the National
Language Authority Islamabad” of Cabinet Division.

Achievements

Under Basic Education Community Schools Project, 10185 Schools were provided
textual material and salaries to teachers. About 350 Community Schools were
established with the assistance of NORAD in hard to reach areas of FATA. An
amount of Rs 2250.0 million was provided for Education Sector Reforms (ESR)
programs. This amount was transferred 1O Provinces/Areas Governments for
implementing programs of Education For All (EFA). Under special initiatives of the
NCHD, enroliment of children aged 5-7 years increased from 54 percent to 80
percent in 48 districts of Pakistan.

Numerous Polytechnic institutes/ Colleges of Technology are under construction n
remote areas of Balochistan like Turbat, Gwadar, Khanozai, Muslim Bagh and one
Polytechnic at Gilgit. Five Projects of Canadian Debt Swap have been launched for
the rehabilitation and improvement of Teachers Training Institutions and teachers
training at the Federal and Provincial level. For quality assurance, Teachers Training
Resource Centres were also established. In order to introduce  information
technology as a compuisory subject from Class Vi, computer labs and aliied facilities
have been provided to 300 institutions in the 1ICT. The National Institute of Science &
Technical Education (NISTE) trained 429 Science and 330 Technical teachers in FY
2006-07(Figures 17.1.1 and 17.1.2).

Fig: 17.1.1 Science Teachers Trained at NiSTE 2006-07

e o
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Fig: 17.1.2 Technical Teachers Trained at NISTE 2006-07

Adult Literacy Program remained a focal area at the Federal and Provincial levels.
The literacy rate has risen rapidly from 53 percent in FY04 to 56 percentin FYO7. ltis
likely to increase to 58 percent in FY08. The growth in literacy rate beside others also
resulted from National Commission for Human Development {NCHD) initiatives in
114 districts of Pakistan by establishing 41,022 adult literacy centers. More than 85
percent of the beneficiaries of these initiatives are female.

An important innovation for providing quality education facilities is the establishment
of Cadet Colleges. The total cost of the current Cadet Coileges under construction
comes to Rs 2803.0 Million (Table 17.1.1).

Table 17.1.1 On-going Projects of Cadet Colleges in Pakistan

Punjab [Okara, Pasroor, Choa Saiden Shah and Mianwali J
[

Sindh Ghotki

NWFP Swabi

=
Balochistan || Zhob, Panjgur, Jaffarabad, Kohlu and Noshki

AJ&K EDallandri and Muzaffarabad

Proposed PSDP 2007-08

An allocation of Rs 7,077.9 million has been made for the FY 2007-08 for Basic and
College Education. This includes Rs 7,039.8 miliion for the Projects of Ministry of
Education and Rs 22.9 milion for the Projects of Schools and Colleges in
Cantonments & Garrisons under Ministry of Defence.
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Targets

An allocation of Rs 1387.9 million has been made for Education Sector Reforms
(ESR) specific programs which include Adult Literacy Program, Education For All
(EFA), Revamping of Science Education and Establishment of Polytechnic institutes
at District level. NCHD intervention to enroll children aged 5-7 year will cover all
districts of Pakistan by the end of year 2007. For 13 new Cadet Colleges Rs 613.3
million has been aliocated. For Madrassa Reforms Project Rs 500 million are
earmarked and for the rehabilitation and reconstruction of earthquake damaged
Schools of National Education Foundation, an amount of Rs 45.188 miliion has been
provided.

Under German Debt-Swap-l, an amount of Rs 250 million has been allocated for
rehabilitation of existing Secondary Schools. Under Punjab Debt Swap-li, an amount
of Rs 566.2 million has been allocated for establishment of 590 libraries in the Middle
Schools of Punjab Province. An amount of Rs 1 billion has been aliocated against
Canadian Debt Swap for improving Teachers Training Institutions in the provinces
and the Federal areas.

The National Institute of Science and Technical Education (NISTE) would impart
training to 520 Science Teachers and 421 Technical Teachers at the National level
(Figures 17.1.3 and 17.1.4).

Fig: 17.1.3 Science Teachers to be Trained during FY 2007-08

science Teachersto be trained during FY 2007-2008

Gencral Scienze Teachers, B0 Biotogy Teachers, 60
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Fig: 17.1.4 Technical Teachers to be trained at NISTE during FY 2007-08

Technical Teachers to be frained at NISTE
cluring FY 2007-2008
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W Misc. Technologies

Civil Technology,
60, 14%

Work on 13 cadet colleges would continue. in ICT, model colleges will be set up
3,000 new Basic Education Community Schools would be established in the school-
less settlements. At the same time, 119 computer labs would be provided to the
remaining educational institutions in the ICT. Moreover, 27 Earthquake damaged
schools which were established by National Education Foundation (NEF) would be
rehabilitated. Missing facilities in 985 Elementary Schools would be provided under
President's ESR Program.

Under a special package approved by the President / Prime Minister, 330 students of
Balochistan and FATA would be enrclled in quality institutions and provided
scholarships.
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172 Higher Education

Introduction

The importance of education, especially Higher Education has been constantly
growing and knowledge-based industries are now occupying the centre stage in the
development. In this regards, key issues are the quality of education imparted to the
graduate, and its relevance to the economy. The strategy of the Medium Term
Development Framework (MTDF 2005-10) has thus been to assist institutions of
higher learning in providing an environment conducive to quality education. The
faculty, the infrastructure and support provided to the faculty and students for
teaching and research, and the efficiency of operation of university programs, define
this environment. The strategy and implementation plans would lead to improved
quality of higher education, as well as, improved access to education, while laying
the foundations of a strong knowledge-based economy. The focus of attention covers
five areas: (a) faculty development (b} higher education infrastructure development
(c¢) focus area support (d) industrial linkages (e) higher education sector reforms.

Review of 2006-07

Financial

Fig17.21  pSDP (Rs in billion) 2006-07
In the year 2006-07, an amount of Rs 16.3
billion was allocated to the Higher Education
Commission (HEC) which was reduced to
Rs 14.30 biflion by diverting Rs 2 billion to
recurring budget. The total funds allocated
this year were more than 30% higher than
the previous year 2005-06 (Fig 17.2.1). The
portfolio of the HEC during this pericd
consisted of over 332 development projects,
of which 119 have been successfully completed, with the remaining in various stages
of implementation. It is expected that 80% of the total allocation would be utilized in
2007.

2005—%_?_ 200807 . ;
Source: Higher Education Commission ]

Physical Activities [ Achievements

Higher Education Commission has undertaken a systematic approach to meet the
objectives identified in the MTDF. This has been accomplished through the
implementation of the HEC’s Medium Term Development Framework which identified
Access, Quality and Relevance as the key challenges being faced by the higher
education sector in Pakistan. Today, the country is moving towards knowledge-base
economy. A revolution has taken place in Information Technology and Telecom
sectors. The Government is keenly making fruitful efforts to attract foreign investment
in the fields of power/energy, mining, shipping, engineering, automobile, water/dams
and pharmaceuticals. WTO challenges require value addition, quality improvement
and competitive prices of our products and services. Progresses of the HEC are
targeted towards developing the manpower required to atiract and sustain
investment in these key economic sectors.

-
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Human Resource Development

To date, 2,861 scholarships have been awarded for Ph.D. studies under the
indigenous Scholarship Programs. These scholars have been placed at local
universities working with carefully scrutinized local professors with a demonstrated
and consistent record of excellence in research and a pool of 224 highly qualified
foreign professors placed on long term assignments with universities across the
country under the Foreign Faculty Hiring Program. A set of carefuily devised
measures have been put in place to ensure that international standards of quality are
met at each stage in this process. Nearly 50 of these scholars have already
graduated under this scheme.

Under the Overseas Scholarships Schemes, |™"%? HEC Scholarships 2006-07
2,165 Pakistani candidates have already been
granted schofarships, out of which 1,153
scholars are currently abroad while the cases
of 1,012 scholars are currently under process
(Fig 17.2.2).

During the vyear 2006-07, the Cuban
Government offered 1000 undergraduate
scholarships for Pakistani students in the field
of Medica! Sciences. Under this program 358  Source: Higher Education Commission
candidates have been selected and sent to Mavana, Cuba. These scholars have
started their 6 month intensive Spanish language program before pursuing their
Medical studies.

indigenous Fareign

Faculty Development/Teachers Training (Short-Term)

Faculty development program continued in
the present fiscal year to provide an |Fet2s  FostDoctoralFrogmm 2006-07
opportunity to faculty members to update their
knowledge and skills and to interact with the
researchers of other developed countries. A
total of 122 researchers have already been
sent abroad to pursue their Post Doctoral
endeavors, out of these 116 have already
completed their research and have joined
their parent Institutions in Pakistan (Fig Total Gompleted
17.2.3). '

Source: Higher Education Commission

210 faculty members have been professionally trained under the 3-month Faculty
Development Program. Moreover, HEC has initiated a new and dynamic feature in
the teachers learning programs with Open and Customized Short
Courses/Morkshops/Seminars relating to ail academic disciplines. So far more than
570 faculty members have tenefited from such seminars and workshops. Series of
workshops have been heid in entrepreneurship, case study methodology, research
skills etc in this regard.

A pilot workshop for senior university management officials was recommended by
both Asian Institute of Technology (AIT), Bangkok and HEC on the area of ‘Good
University Governance in 21st Century’. It is very important to mention here that the
first group of 15 Vice Chancellors is leaving in May 2007. This would be a regular
activity and the rest of the Vice Chancellors would go after two months.
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Supporting Universities Research

To encourage world-class research and innovation in the universities, over 323
research projects wefre received during the FY 2006-07. These projecis were
reviewed by the experts in the field and out of these research proposals, 179
proposals were funded. During this year, Rs 450 million were allocated for research
activities, out of which Rs 385.385 million have been released (Fig 17.2.4).

Measures for Quality Education

The Higher Education Commission has | Ffet72 Research Proposals 2006-07
established 20 more Quality Enhancement
Cells in public sector universities/institutions
during the FY 2006-07 making all together
30 QEC. Extensive capacity bullding 300
programs (Training/ Workshops/ seminars
and meetings) have been designed and
carried out for the Quality Enhancement
Cells on reguiar basis 10 enable the higher
education institutions of Pakistan to meet

; Regceived Funded
the .global challenges of Quality Assurance s e ner Education Commission
in higher learmning

For implementation of Quaiity Assurance at program level, Professional Councils
such as Pakistan Medical and Dental Council, Pakistan Engineering Council,
Pakistan Veterinary and Medical Council, Pharmacy Council, Architect and Town
Planner Council were already working in the country. Active coordination with these
Councils is being developed to have mutually agreed parameters for ensuring
adherence to the approved quality standards in their respective fields. HEC has
signed formal MOU with Pakistan Council of Architects and Town Pianning (PCATP)
and Pakistan Bar Councii, a draft has been circulated to all other councils for signing
formal contract with them on the same pattern. National Computing Education
Accreditation Council (NCEAC), National Agricultural Education Accreditation Council
(NAEAC), Accreditation

Council for Teachers Education (ACTE) and Pakistan Business Education
Accreditation Council (PBEAC) have been established. Policy document on “Good
Practices of Quality Assurance for Accreditation Councils in Pakistan” has been
handed over for adoption at the universities and the Councils to achieve the
uniformity of standards across board.

improving Access to Information

HEC has provided the impetus for academic, research and development sectors
through the access 10 the world-class scientific and research database to help the
researchers through National Digital Library Program. The great promise of the
Digital Library is in the ability for human interaction with vast amounts of data and
with numerous other students and researchers from around the giobe. The value of
many minds exploring the same problem is rapidly enhanced by a unified approach.
Through National Digital Library an effort is underway to develop and strengthen a
system that could serve as a model for reshaping the educational process on the
national grid and in s0 doing, supports and encourages the creation of new avenues
of socio-economic development.

On its part, Digital Library acquired e-journals from world renowned publishers such
as Elsevier, Science Direct, JSTOR, Blackwell, Springer Link, etc as well as
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e-databases from IEEE, Royal Society of Chemistry, American [nstitute of Physics,
Association of Computing Machinery, American Society of Mechanical Engineers, to
name a few. Presently, over 25,000 journals are available through Digital Library.
The response from the end users was equally overwhelming as reflected in number
of articles downloaded risen sharply from approximately 25000 to over 2 million in the
same period. A very goed indicator of the impact of Digital library on the educational
" sector in Pakistan is manifested through the research output originating from
Pakistani institutions which has grown from meager littie over 700 articles in year
2004 to over 1600 by the year 2006,

Pakistan Education and Research Network - PERN is an educational and research
intranet, based on telecommunication infrastructure providing connectivity of 155 MB
across the network and at present, sixty (60) universities/ institutes are
interconnected through National Telecommunication Corporation to form the only
research and education network of Pakistan. PERN has now planned to out-reach to
another 25 universities. After completion of this project in June 2007, there will be a
total of 85 universities connected on PERN.

HEC has also initiated project to setup a dedicated IP-based Research and
Education Network with gigabit connectivity to all universities and 10 Gbps backbone
across the country and in the metropolitan cities of Pakistan.

Higher Education Commission initiated a video conferencing project, aimed at bringing
universities in Pakistan closer to interact and collaborate through |P based Video
Conferencing System. HEC has provided Video Conferencing facilites to 13
universities in the first phase, out of which 14 universities/institutes are operational
now and actively participating in various interactive lectures, discussions and
conferences being arranged on national as well as international basis. In second
phase, the video conferencing facility will be provided to remaining universities /
institutions / Government functionaries. Glimpses from some of the jandmark projects
are given below:

Textile Laboratory at MUET, Jamshoro

Digital Library at Dow UHS, Karachi
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Program for 2007-08

Eg 17.2.5 Projects under PSDP 2007-08
Financial

An amount of Rs 18 billion has been
allocated for the development projects of 300
the universities under HEC PSDP for the
fiscal year 2007-08 representing a

budgetary increase of 26% over the 100

previous year's ailocation of 14.3 bilion. A o | R vt

total of 398 projects will be carried out L Totai ©n-going New ]
during the next financial year, with 214 on- Source: Higher Education Commission

going and 184 projects under new initiatives (Fig 17.2.5).
Physical

The significant increase in the budgetary allocation for the higher education secior for
2007-08 has been necessary not anly to facilitate the on-going implementation of the
major HEC projects, but to fund several new mega projects. These projects include
the establishment of 4 new Engineering Universities, one Media University and one
University of Medical and Heaith Sciences.

The Engineering, Applied gciences and Technology sectors will continue to receive
priority through the on-going implementation of a host of development programs.
Furthermore, in order to improve access and widen participation in higher education,
satellite campuses of existing universities are to be established in towns where
opportunities for quality higher education are currently not available to residents.

The following activities have been planned in the fiscal year 2007-08.

e 4 new engineering universities in collaboration with South Korea, Germany,
China and ltaly will be established. These will be in addition to the three
engineering universities established in collaboration with Sweden, France and
Austria.

e 1000 indigenous scholarships will be awarded to students for Ph.D. studies in
local universities totaling to 3861 scholarships under the scheme.

e 570 scholars will be placed in foreign universities for postgraduate studies under
the overseas scholarship scheme.

« 170 scholarships will be awarded to students of Balochistan and FATA under
President Directive for undergraduate and postgraduate studies in the
universities throughout the country against 2000 scholarships scheme.,

e 75 faculty members will be hired under foreign faculty hiring programs to
overcome the shortage of qualified Ph.D. faculty in universities, With this
additionalfinduction, the total number of foreign faculty will become 300 in various
universities in the country.

e 100 research proposals wili be funded under faculty research programs.

« 5 new Accreditation Councils in various disciplines will be established under HEC
quality assurance program. .
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» 15 faculty development programs will be organized for the training of 540 faculty
members.

e 70 vice chanceliors, principals, senior deans and managers of the public and
private universities will get short term training on good governance and e-learning
of university

In order to meet the ever growing demand of Ph.Ds in economics for teaching and
research, the PIDE has initiated the Ph.D program in 2000. Detail of the program is
presented in Box 17.2.

Box 17.2 The Ph.D Program at PIDE

The Ph.D. program was initiated in year 2000 in response to a long-felt need for a high
quality Ph.D program in Economics. The program is designed and run strictly in
accordance with global academic standards. Given the existing asymmetrical situation
whereby only a small percentage of the population has access to higher education, the
Ph.D. program at PIDE is a step forward in the critical field of knowledge and expertise.
The program offers specialization in a range of fields including:

Public Policy

International Trade

Public Finance

Agricultural and Resource Economics
Industrial Organization

Economics of Institutions and Governance
Statistics and Econometrics

s & o & & 8 &

| The existing Ph.D programs at different universities in Pakistan are constrained to meet
international standards due to lack of qualified faculty and research facilities. PIDE is an |
internationally recognized institution with high standards of research and training. It has
the largest faculty in the country with Ph.Ds from reputable universities abroad. s state-
of-the-art infrastructure includes a well-equipped library, a modern computer center, and a
well established publication facility. As a center of excellence in Economics, PIDE is
uniquely positioned to offer both research and teaching at par with international |
standards. Recently, it has got the degree awarding status. At present, 51 students are |
enroiled in the program out of which 30 have already completed their course work and are !
working on their dissertations. Research articles of many students have been published in
journals of international repute. PIDE's students are in great demand and many of them,
near completion of Ph.D are already serving in prominent public and private research and
teaching institutions.

|

Pakistan Education & Research Network - PERN2 is focused to design the
network that aligns with international standards for NRENs (National Research and
Education Networks), based on dark fiber and dedicated infrastructure solely for
education and research purpose. This will ensure the availability of Gigabit bandwidth
for education and research including areas not limited to grid computing,
telemedicine, high energy physics and enterprise level video conferencing.

« Video Conference - Interactive Distant Learning facilities will be provided to
arrange any time and on demand lectures from across the country and abroad. it
is expected that 400 — 500 live fectures by eminent scientists and researchers will
be arranged annually on key topics to deveiop fundamental concepts and
enhance the critical thinking for under-graduates and graduate students, faculty
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members and researchers. These lectures will be delivered on interactive basis to
all public sector universities and other allied bodies across the country, taking the
overall coverage to 72 universities/ institutes/ organizations.

« Campus Management Solution — CMS wilt provides a supports nationwide
standard framework for the services delivery for the administration, students and
faculty members. CMS is an integrated solution that will serve as the enabler for
the institutions on how to deliver more competitive services to the sophisticated
traditional and non-traditional students. Modules include recruiting & admission,
student records, grade book, campus self service, academic advisement,
contributor relations, student financials and student administration. As a pilot
project six universities across Pakistan will be selected for implementation i.e.
Quaid-i-Azam University (Islamabad), Punjab University (Lahore), University of
Engineering & Technology (Peshawar), BUITMS (Balochistan), DOW University
of Health Sciences (Karachi), islamia University (Bahawalpur).
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17.3 Science and Technology

Introduction

Science and Technology (S&T) is widely recognized as an important tool for fostering
and strengthening the economic and social development of the country. Given the
rapid pace of globalization, fast-depleting material resources, increasing competition
among nations and the growing need to protect inteliectual property, the importance
of strengthening the knowledge base is an important issue that needs to be
recognised. Recognizing the global economic order, the strategies that shall be
pursued are: a) modernization/up gradation of S&T infrastructure, b) development of
S&T manpower, c¢) accelerating technology transfer and utilization, d) strengthening
linkages among industry academia and R&D organizations, e) provision of support
particutarly to SME’s.

Review of 2006-07
Financial

During the financial year 2006-07 a total amount of Rs 5499 million was allocated for
Science and Technotogy sector inciuding Rs 4431 million for Ministry of Science and
Technology, Rs 646 miilion for Pakistan Atomic Energy Commission, Rs 375 million
for SUPARCO, Rs 38 million for NESCOM and Rs 8.5 million for Pakistan
Meteorological Department. The allocation for Ministry of Science and Technology
was reduced to Rs 3172.6 million in the 3™ quarter review of PSDP. It is expected
that 85% of the total aliocation would be utilized by the end of financial year.

Physical Activities/Achievements

Ministry of Science & Technology (MoST) initiated a mega project for safe drinking
water to all at a cost of Rs 1413 million, which includes establishment of 18 new
monitoring laboratories in twenty four districts, water supply assessment survey,
installation of 24 pilot demonstration water conditioning and filtration plants by federal
and local governments and capacity building program of the technical staff of four
provinces AJK, FATA and Northern Areas.

During the year, Pakistan Council of Research in Water Resources (PCRWR) up
gradation of existing labs of working for sustainable management of water resources
has completed at Quetta, Lahore, Peshawar, Tandojam, Bahawalpur and islamabad,
whereas 75% laboratory equipment is received and mostly installed. The
sampling/diagnostic survey of 1173 water supply schemes completed. Manufacturing
and installation of filtration plants is in process. Major programs of PCRWR are to
introduce water conservation technologies e.g. bed and furrow, sprinkler, zero tillage,
laser leveling, low cost lining, and skimming wells techniques to farmers and other
stakeholders.

MoST initiated bilateral agreements/MoUs on S&T cooperation with friendly
countries. The numbers of agreements/MoUs have been raised from 23 to 34 during
the years 1999- 2007. To assist small manufacturers MoST established Cluster
Centers for Fan Industry in Gujrat and Bed Shest & Up- Holstery in Multan.
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Major achievements of science & technology during 2006-07, in brief are presented
in Box 17.3.1.

- Box 17.3.1 Major Achievements Science and Technoiogy 2006-07

"o A total of 25514 water samples were collected and diagnostic tests compieted by
PCRWR.

'« Ten water quality laboratories have been established in various cities.

| « Mapping of Thal Doab has been completed and water quality zones/map have been
prepared.

'« The National Institute of Oceanography is performing a scientific study for Extension of
. Continental Shelf from 240000 sq Km to 290000 sq Km.

'« Bundal Island’s Hydrography, Oceanography survey has been completed.

+ 3 years diploma (DAE) in the fields of Precision Mechanics, Instrumentation, Dyes and
; Moulds. CADJ/CAM. Technologies and Electronics at PSTC Lahore has been started.

« Calibration services for instruments were provided in various sectors to 4500 clients.

+ Advisory services regarding ISO certification were provided to 15 Organizations for
‘ their accreditation.

o Accredited ‘25 laboratories and ‘2 Certification Bodies and started accreditation of
. medical labs. _
. e Field Trial of CEMB Bt cotton showed excellent field performance at various sites in
; cotton growing area of Pakistan.

" e 142 cases of rape, murder, sodomy, paternity, dead body identification, bomb blast,
:. etc., were solved through DNA tests.

.« Corneal Stem Cell Therapy for visual deficiencies was started and PCR-based
diagnostic kits were developed for HBV, HCV, Tuberculosis and HCV Genotyping.

|« Electrified 4800 houses, through installation of 19 Microhydel power plants and 95
| houses/ mosques/ schools, through installation of Solar PV systems (total capacity
! 33KW).

.« Developed, fabricated and installed 11 community size (net load capacity of 5100kg)
i solar dryers for drying of dates.

|« Technology Incubation Centers have been completed at KLC, LLC and PLC.

‘ »  About 9400 efficient cook stoves have been distributed in the rural areas.

Program for 2007-08

Financial

In the next financial year (2007-08) an amount of Rs 4829 million has been allocated
for Science & Technology sector, out of which Rs 3600 miltion for Ministry of Science
and Technotogy, Rs 580 million for Pakistan Atomic Energy Commission Rs 627
million for SUPARCO and Pakistan Metrology Department Rs 21 million.

Physical

Science and Technology has enormous significance for economic growth at the
macro level and for building business competitiveness at the micro level. In an
increasingly competitive world, Pakistani industry needs the support of indigenous
S&T in a big way. At the macro level, S&T management shouid focus on meeting the
-eeds of the nation and encompass a wide spectrum of activities, namely basic
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research, applied research, technology transfer, design, fabrication, tests and trials,
manufacturing and product support during the iife cycle.

Major initiative have been launched to re-furbish and re-build the infrastructure
facilities and scientific manpower at all the centers of PCSIR. This modernization and
upgradation is also being carried out at other organizations such as PCRET, NPSL,
NIO & PSQCA. Major targets of science & technology sector for the year 2007-08 are
presented in Box: 17.3.2.

'Box 17.3.2 Major Targets Science and Technology 2007-08 ]

« Construction of 18 Water Quality Labs will be undertaken. 24 water fiitration |
plants will be installed during 2007-08. \
| « Water Quality Monitoring of 1000 water supply schemes will be completed. |
e Maintain and expand the current Labs and Certification Bodies, for which :
acereditation of ‘31’ labs and ‘2’ certification Bodies will be achieved. |
» Large Scale development of color electronic display board for outdoor use is to |
be completed.
s Secure communication equipment to be developed including miniaturization of
surveillance devices using Surface Mount Technology (SMT). -
» New building at NIE will be constructed to accommodate new labs (Automative
Electronics Lab, Embedded System Lab, Quality Testing Lab, High Performance -
Computing Lab, etc.). :
« Initial studies on transformation of cotton with drought tolerant genes, will be !
conducted. %
e Another Human Gene, namely G-CSF will be cloned for therapeutic use. 3
Diagnostic facility to hormones and various other biochemicals wouid be
extended. |
» 50 Microhydel power plants (net capacity 1.2 MW) will be installed. 1
+ 1200 (Family Size) biogas plants will be instalied. |
e A 20 KW of Solar Celis and PV modules will be fabricated.

500 houses/ mosques/ schools will be elecirified using solar energy.

%
i
|

PCSIR will provide analytical services to 4000, calibration services for the
equipment/instrument to 5000 clients from various Government/Public and Private
Sector in all the available fields. For the purpose of accreditation/certification, the
advisory services will be provided to 20 different organizations/indusiries and other
departments. 06 PSDP projects will be completed, 25 PSDP projects will be carried
out, 10 new projects will be submitted and to appropriate forum for approval, in
different fields. 10 patent/processes will be developed and taunched in market after
testing on Pilot Plant level. For the expansion of scope of accreditation, various
activities in NPSL, PLC, KLC, LLC and FRC will be included. For the purpose of
trained manpower, classes for the training course in various technical disciplines will
be started in PSTC Peshawar, Dimension Stone Evaluation Centre, PLC Peshawar
(newly established centers) and continued in PSTC Lahore, HEE Karachi and PSTC
Quetta (established previously) during 2007-08. |

PCRWR would be mainly focusing on (i) water quality management {e.g water quality
monitoring, establishment of water quality labs and installation of experimental
filtration plants to support provision of safe drinking water to the community), (i)
water quantity management (e.g rainwater harvesting in deserts, groundwater
assessment and recharge, research and promotion of efficient water management
techniques in irrigated and rainfed areas, watershed management activities, glaciers
monitoring and mass awareness for water conservation and development).
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NIE undertakes to upgrade and expand extensively its physical infrastructure and
strengthen its human resources with a view to provide leadership role in the field of
electronics at the national level. This would also include setting up of a small-scale
production-fine  to develop electronic boards and assemblies for industrial,

commercial and common-utility items.

NPSL will undertake the procurement of the primary standards to achieve its
foremost objective, that is, to maintain and disseminate primary standards of
measurements and materials at the national level. The physical infrastructure and
human resources of NPSL will be upgraded to transform NPSL from international
category-C to category-B National Meteorology Institution (NMI) and obtain Mutual
Recognition Agreements (MRAs) for facilitating trade and commerce activities of the
country in terms of WTO's requirements of Technical Barriers to Trade (TBT).

PCRET undertakes research, development, promoticn, and dissemination activities
to provide energy services to the people living in the remote areas including the
earthquake effected areas, to uplift their socio-economic conditions. The Council is
expanding its activities to provide R&D infrastructure of international standard in all
thrust areas of the Council, to provide indigenous technological support and
sustainability to the local industry, and to develop and promote renewable energy
products of international quality. PCRET wili provide quality testing services to the
local industry and commercial community in the emerging field of solar energy 1o
ensure the high quality commerciai products in the field of solar energy. PCRET will
also establish new facilities for the design and small scale production of solar and

other renewable energy products.

CAMB will expand DNA testing service for crime investigation and training
workshops for police, medico-legal doctors and attorney. initial studies of
transformation of cotton with drought tolerant genes, field trial of fungus resistant
gladiolus, siRNA screening for virus resistance in potato will be done. One human
gene, G-CSF will be cloned for therapeutic use. Stem celi therapy will be studied in
mouse model for liver fibrosis and renal ischemia. Diagnostic services will be

extended to determine the hormones and other biochemicais.

PNAC has undertaken accreditation of 30 laboratories and two CBs. Furthermore
PNAC has also planned to accredit medical labs as well as to launch accreditation

services for inspection agencies.
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Chapter

18

Information and Communication Technologies
A. Information Technology

No work of science has ever produced such an over whelming influence on the
course of human development as that by the Information Technology (1.T.). L.T. is
changing every aspect of human ife. be it trade, services, manufacturing.
government, education, research, entertainment, culture, defense or communications
etc. it is breaking old barriers and building new interconnections in the emerging
global village. It has now become the determinant of the progress of nations,
communities and individuals.

The Information Technology as a tool possesses the potential to overcome the
historical 1ag in development through leapfrogging and enabling Pakistan achieve the
vision of becoming a strong, prosperous and developed nation in near term. ICT is
also the fastest growing sector in the world today and has been envisaged as the
most revolutionary tool of the knowledge based society of tomorrow. The developed
countries being fully aware of its

strength are transforming their i '
economies towards knowledge in a |
big way. This will also equip them t0 3

sustain the fierce competition Singayore, 3 Finneg 4 ¢ *
envisaged under the WTO trade | . vsa 7 ™ °
regime. Resultantly, other emerging i Seuth Korea, 13
economic powerhouses around the | it a4 '

world are also moving towards this o 50
transformation and applying ! % : ’
information technology for their
development. This global . 1
prominence of information
technology is also having an impact e
on Pakistan. As a conseguence,

deveiopment of information Sourcer Global Informarion Technology Repor: 2006-07
technology has become one of the top priorities of Government of Pakistan. It aims to
place the country as one of the front runners in the race of IT accomplishments and
to transform the country to knowledge based society. However, a long distance is still
to be covered which is also substantiated by a comparison of Networked Readiness
Index (NRI) ranking of selected countries. (Figure 18.1).

Figure 1 8.1: Network Readiness Index Ranking - 2006-07

*
Pakistan, 84

Medium Term Development Framework (2005-10)

A sizeable sum of Rs. 19.4 billion has been earmarked for the information technology
in the Medium Term Development Framework to be utilized mainly for establishing
| T. infrastructure, human resource development, development of E-Government and
oitizen centric software applications together with implementation, development of
enabling environment including legislation, regulation etc. and promotion of software
exports. The rest of the activities will be taken up by the private sector.
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Review of 2006-07

Financial

in the Public Sector Development

Programme 2006-07, an amount of Rs

4,737.45 million was allocated  for

information Technology Sector for 105

projects. These projects were executed by

various Ministries/ Divisions that included Commercs Foreign

Ministry of Information Technology, 1 eme 5576 irens |

Ministry of Interior, Ministry of Defense, 1328 |

Ministry of Commerce, Ministry of Foreign

Affairs, Cabinet and Revenue Divisions. L

The graph shows the distribution of PSDP | covrer. | = 1

allocation among the Ministries/ Division | =eset Defense. {
|
\

Figure 18.2: PSDP 2006-07
Informatien Technelogy Sector
Million Rs.

T
i

infermaton
Technology.
1831.063

interior,

for the year 2006-07. Utilization in 2006- 1 1284326 3787
07 was about 41% of allocated funds. | Source: PSDP 2006-07 - Planning Commissicn
(Figure 18.2)

Physical
The major achievements for 2006-07 are delineated below:
a) Human Resource Development

Educated human resource is the main catalyst of growth in using information
technology. For this we need to rapidly increase the base of primary, secondary
and tertiary educational institutions having computer education facilities. India
produces 2.5 million graduates a year and yet faces a shortage of about half a
million 1.T. professionals. Pakistan on the other hand produces about 20,000
graduates while there is a demand of about 50,000 graduates a year which is
projected to grow 1o 155,000 per year in 2010.

The Government is focusing on both long-term and short-term human resource
availability for this sector. For the long-term, projects have been launched to build
capacity at the schools/ college level. In the shorter period, focus has been laid
on upgrading skills of public as well as Government employees for effective use
of the computer-based systems being developed for the Ministries/Divisions.
Major projects executed during 2006-07 for human resource development
include: E iR Y =

o LT. Computer Science
Teachers, Lab Incharges and
Computer Labs Project —
Matching Program with the
Provinces, AJK, FATAJFANA
and !CT is nearing completion.
Under this program, computer
labs have been established in
1,098 secondary/high schools/ . E
inter-colleges  which  were o . ' ;
equipped with about 17,500 PCs. Also, 1,008 computer teachers and 1,098
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laboratory incharges were employed. About 44,000 thousands students from
all over Pakistan have now the opportunity to learn the supject of Computer
Science! Information Technology at the ievel of classes 9 to12.

Introduction of Computer Education in 81 F.G. Model Colieges and
Schools in ICT, islamabad (Phase-ll) is underway and computer teachers.
iab incharges and lab attendants have been employed for the purpose. The
oroject will be completed in November 2008 and with this, all public schools

. and inter colleges of Islamabad will have 1.T. labs and teachers.

Pilot Project for End-Users and System Administrators — Training on
Open Source Software was conducted to raise the skills in the use of open
source software. More than 4,000 persons were provided with end-user
training and about 750 people were trained as Linux system administration
experts.

Basic Information Technology Training aims at improving the IT literacy
and skills of Government servants to carry out office work and training was
imparted to about 10,000 Government employees.

b) Information Technology Industry Development

|.T. exports amounting to US$73 million approximately were made in 2005-06.
For 2006-07, target of 1.T. exports was US$108 million which is expected to be
achieved. During the current year, the electronics and IT exports from india are
estimated at US $36.67 billion (of which IT and ITes exports amount to US$ 17.2
billion) To compete in the international markets, Pakistani companies were
encouraged to adopt best practices and get international certifications.

For strengthening the local information technology industry to compete in the
international markets, following projects were executed during the year:

Standardization of Pakistani Software Industry. Programs to get
internationaltly recognized certifications (ke CMM, CMMi, 1ISC 9000, COPC
etc.) by local companies were initiated. 20 companies under this program are
in the process of obtaining CMMi certification. Presently, 5 companies are
already CMM assessed in the country (1 CMM Level 5, one CMM Level 4.
two CMM Level 3, one CMM
Level 2) and about 100
companies are 130 certified.

Automation of Domestic
Industry on Open Source
Systems This project was
initiated to encourage local
companies to develop
expertise in open source arena
as well as provide automation
at low cost for domestic
industry.
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» Development of Software Technology Parks provide better infrastructure
facilities and space at attractive costs for firms to do I.T. business in Pakistan.
All schemes relating to the establishment of 1T parks were put on fast track.

c} E-Government

Government continues to pursue its policy of improving its efficiency and
facilitating its citizens through information technology. The e-government program
covered computerization of Ministries as well as extending its services to the
public. The major e-government projects executed/approved during 2006-07
included the following:

« Establishment of Federal Government Data Center and Intranet provides
the basic fabric for interconnectivity among the all the Ministries/ Divisions to
enhance internal efficiency and effectiveness of the Government.

« Replication of E-Office at ail Divisions of Federal Government provides
the Ministries/ Divisions with automated applications for inter-office
communication, human resource management, procurement, inventory,
finance and budgeting and project management.

management of land records and 7 — A
will facilitate the citizens to have (B - O ) 4 o
access to land records at o Certre

affordable cost.

e land Revenue Records * TELEMEDIGINE VIA SATELLITE
Management System for Punjab w-?
will provide for efficient % v ’

« Health Management information
System at PIMS provides efficient 2y y
management of health records of 2 else
the patients and facilitates them in having easy access to hospital services.

» Automation of Shaikh Zayed Hospital provides better health information
and facilitation to the patients.

« Machine Readabie Passport/ Machine Readable Visa Project is being
implemented for deployment of MRP System at 41 RPOs and 108 Foreign
Missions.

« Automated Fingerprint identification System for online comparison/
identification of criminals through fingerprints is being implemented to combat
terrorism and crimes.

« Online Recruitment System for Federal Public Service Commission
facilitates the citizens to access various services of F.P.S.C. and apply online
for jobs. :

« E-services at Chief/ Deputy Commissioner Office, Islamabad provides
access for various services to the citizens, thus facilitating interaction
between citizens and the Commissioner’s office.
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Critical Analysis and Recommendations

Education & Human Resource Development

The most important factor in
sustainable growth of information
technology is the human
resource. A strong focus on | e Providing computer labs and computer
quality |.T. education will be very teachers in secondary schools.

helpful for not only meeting the | o« Upgrading teaching skills of 1.T. teachers.
domestic demand but also 10 | o Scholarships for I.T. education.

cater for the international | o  Establishing Centers of Excellence for I.T.
requirements since the trained Training.

human resource is @ very good | o mplementing projects for upgrading 1.T.
source of foreign remittances. skills with increased outreach of 1. T.
institutions.

Establishing L.T. Placement Centers for
exporting trained |.T. manpower.

Box 18.1: Recommendations for
Human Resource Deveiopment

We therefore need to rapidly
increase the base of primary,
secondary and tertiary education
in terms of quantity as well as
quality at all levels. An efficient educational system needs to be put in place in which
thinking; innovation and creativity are encouraged and promoted. For inculcating
these traits in the students, teachers must be trained in the latest teaching
methodologies. |.T. needs to be introduced at all levels; e.g. tertiary,
secondary/higher secondary, middle and finally primary in descending order of
priority. Also, incentives in the shape of scholarships need to be offered to the
talented students for promoting 1.T. education.

Currently about 1,100 secondary/ high schools/ inter-colleges (10% of total high
schools/ inter-colleges) in the public sector possess facilities computer education
including computer labs and teachers. In order to cover all the existing public sector
high schools/ inter-colieges, an amount in the range of Rs. 17-20 billion is required. If
all the existing middle schools are also to be covered then funds amounting to Rs.
55-60 biltion will be needed.

After hectic efforts of Pakistan Computer Bureau, Ministry of I.T., a body namely
“National Computing Education Accreditation Council (NCEAC)" has been
established within the Higher Education Commission for standardizing and improving
the quality of |.T. education and ranking the Universities in order of their quality of
education. The initial achievements of NCEAC include (a) the course materials of
various I.T. degrees namely (i) Computer Science (i Information Technology (iii)
Software Engineering have been standardized; (b). alf the Universities offering
degree courses in the field of “computing” have been forced to only offer four years
bachelor's degrees (130 credits) and two years masters degrees (32 credits) failing
which their degrees will not be recognized. The sub standard IT degrees have thus
been discontinued. (c) work on the ranking of Computing degrees which needs to be
carried out objectively and impartially, is almost completed.

Strengthening education centers for developing skilis in human resource is required
for meeting the requirements in the short-term. These centers should focus on
providing training of L.T. skills in high demand as well as niche areas of information
technology. Some mechanism of registration and quality control of the training
institutes needs to be put in place. Also, projects for improving 1.T. skills with
increased outreach of 1.T. institutions need to be implemented.
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in order to provide overseas employment to the trained 1T professional, 1.T.
Placement Centers can play a pivotal role. Therefore, placement centers should be
established specifically for exporting 1.T. manpower seeking overseas opportunities.
Effectiveness of these placement centers can be enhanced by creating strong
linkages between them and |.T. institutes.

Information Technology Exports

Eor 2006-07, the estimated |.T. exports are around US$120 million, which is very low
as compared to 1T exports by other countries. For example, Canada’s IT exports
were USS 31 biflion in 2006 (Source: Industry Canada), Irefand’s IT exports reached
US$24.9 billion {Source: OECD Factbook 2007: Economic, Environmental and Social
Statistics) and India's {T exports are estimated to reach US$ 36.67 billion in FY2007
(Source: NASSCOM, India). For
increasing the software and 1.T.
gxports, more needs to be done.
In this regard, besides attracting | * Encouraging development of LT.

Box 18.2: Recommendations for
Development of L.T. Industry

large multinational businesses in incubators

the country, local entrepreneurs . e Mergers, acquisitions, joint ventures with
and investors in large numbers are foreign software houses to build world-
required to be attracted fo give class companies.

impetus to this nascent sector. For | e incentives for remitting earning in the
this purpose development of I.T. shape of foreign exchange.

incubators  to  establish  LT. i« Incentives for achieving CMM Level 5.
companies and venture capital | o  Establishing Internet City and Knowledge
funds should be  vigorously Village fo achieve critical mass of high
encouraged by providing them technology companies.

with ‘ope—wideW—faCHitation' to | « Developing computer hardware industry
start their business. A government- Apolition of Sales Tax on computer

backed program to establish I.T. hardware equipment and software.
incubators should be designed on

lines similar to Building on IT
Strengths (BITS) Program under which ten IT incubators were established with the
support of Australian Government.

To attract large international businesses, the local IT companies need to complement
their expertise as well as augment their capacity through clustering as well as
mergers/ acquisitions on successful business propositions. Mergers, acquisitions and
joint ventures with foreign software houses also helps in the promotion of software
development, software business and fransfer of technology. A proper mechanism to
incentives the system needs to be put in place by the Government. This will enable
the local companies to transform into world-class companies.

The international businesses NOW focus on adopting best practices to ensure detivery
of quality services and products. The local |.T. companies should be encouraged in
this direction. For this purpose, incentives such as tax concessions/ rebates should
also be given to local 1.T. companies (in addition to the existing subsidy on CMM
training) for achieving CMM Level 5, opening offices overseas and for earning foreign
exchange from software exports.

Silicon Valley, USA, Multimedia Corridor in Malaysia, and Internet City in Dubai are
examples that have led to the growth of IT industry in the respective countries. A
Multimedia/ Internet City and Knowledge Viillage in Pakistan on similar lines will help
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to attract large software companies and multinationals to build their offices locally.
These places may be treated as Tax Free Zones. Further, this will act as a hub for
value-added activities such as muitimedia content development, animation, computer

games, knowledge creation, etc.

E-commerce

E-commerce is the main pillar on which the knowledge-based economy stands. In

Pakistan, E-commerce is still a long
way to be seen at a recognizable
level. In this regard, many issues will
have to be addressed that include
expansion in connectivity
infrastructure, introduction of Public
Key Infrastructure (PKD),
implementation of laws related to
electronic transactions, data
protection and cyber crimes so that
confidence is built up for doing
business using this  medium.
Pakistan's position in this regard is
not encouraging (Figure 18.3 and
18.4).

Computer Hardware Industry

Pakistan's  computer  hardware
industry requires more attention to
make it a vibrant sub-sector of the
overail L.T. industry. To promote it,
computer hardware firms equipped
with after-sales maintenance/ repair
workshops/ labs employing qualified
I.T. professionals and having
country-wide presence should be
preferred for award of large
Government contracts. Also, there
should be total tax
concessionsfholiday  for  OEMs
companies and manufacturers of
computer hardware components
(e.g. storage media, networking
equipment, keyboards, etc.) for a
period of next 15-20 years. Similarly,
sales tax on computer and allied
equipment needs to be removed to
provide impetus to rapid growth in
access of information technology
and services in the country. 1t will
also help in broadening the

Figure 18.3: international Internet Bandwidth - 2005
{bits per person)
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Saurce: Globat Trends & Policies - Warld Bank. 2006

ownership of PCs, as currently, Pakistan has a very small base of PCs as compared

to other countries (Figure 18.5).
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E-Government

Emphasis on e-government initiative continues since the year 2000 when Mo I.T.
was established. However, this initiative is stili in its developmental stages. A
concerted effort and continuous ownership of this initiative at the highest leve! is
needed to make it successful.
Currently, In e-readiness,
Pakistan stands in the middle
as compared to other countries
of the region and Asia. (Figure
18.6)

Figure 18.6: E-Governm ent Readiness - 20054_‘

For e-government initiative to
take s roots within the
government offices, proper 1.T.
Sections in each Ministry are
required to be established.
These I.T. Sections woulid
cater to the requirements of
updation of websites, network management, hardware maintenance, IT training and
business process re-engineering. The 1T Sections of each Ministry should have LT.
professionals with appropriate educational background and skills to handle these
tasks The existing I.T. Departments working under the Ministry of I.T. also need to be
restructured and upgraded to cater to the enhanced |.T. requirements of the
Government.

Source: Global Trends & Policies - World Bank. 2006 |

Development of L.T. Cadre

A major issue in the sustainability of e-government projects is retention of L.T.
professionals in the long run as the

private sector is offering very lucrative Box 18.3; Recommendations for
packages for the same skills and Sustainability of E-Government
experience level. To attract LT. initiative L

professionals in the public sector,
development of an |.,T. Cadre at
competitive ~ salaries based upon

e Proper L.T. Sections in each Ministry
inducting qualified 1.T. professionals.

performance is essential. The \T. | ¢ Development of LT. Cadre at
competitive  salaries based upon ;

Cadre is also necessary 10 remove

disparity between contract and regular performance. |
employees. This will help in motivating
|.T. professionals t0 join public service as a long-term career.

Programme for 2007-08
Financial

in the Public Sector Development Programme 2007-08, an amount of Rs. 5,646.47
million has been earmarked for Information Technology sector for 115 projects. The
government thus continues to increase its funding for the Information Technology
sector. The graph shows the distribution of funds aliocated for I.T. projects among
the Ministries! Division for the year 2007-08. {Figure 18.7)
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Physical

The Public Sector
Development Programme
(PSDP) earmarked for
2007-08  will  further
enhance the human
resource  development,

LT. industry
development, E-
Government,
infrastructure
development, and will
create empioyment

opportunities in the LT.
sector. In this regard, 115
information  technology
projects will be executed
in 2007-08. Major thrust
in L.T. for the 2007-08 wilt
be as follows:

Figure 18.7: Proposed PSDP 2007-08
Informatien Technology Sector
Million Rs.

Revenue, Information
880 Cabinet, 12.5 Technology,
2119.337

Defense,
Interior, 18.815
2615.821

Source: PSDP 2007-08 - Planning Commission

a) Human Resource Development

In 2007-08, focus on human resource development related projects will
continue to be on provision of I.T. training to public and government
employees and establishing computer labs and provision of |.T. teachers in
high schaols/ inter-colleges. Following are the significant new projects to start
in 2007-08:

. Strengthening of Industry through International Certification of i.T.
Companies.
. IT Computer Science Teachers, Lab Incharges and Computer Labs

Project- Matching Program with Government of Punjab, Sindh,
Baluchistan, AJK, FATA/FANA & ICT (Phase-Il). Under this program
about 3800 high schools/ inter-colleges will be provided with 1.7T.
Teachers, lab incharges and equipped with computer labs.

. Pilot Project for End Users and System Administrators Training on
Open Source Software will provide training to 1000 persons in system
administration and 3000 end-users.

. Standardization of Pakistani Software industry on CMM and CMM.

b} Information Technology Industry Development

Software Technology Parks (STPs) that have been established in various
cities of the country are being used by many well-known companies for doing
their business. Currently, in 11 STPs about 750,000 sq. ft. operating office
space is being utilized. in PSDP 2007-08, emphasis on improving the T
infrastructure wili continue so that more international IT companies are
attracted to do business in Pakistan alongside the domestic I.T. companies.
In this regard, some of the important new projects include:
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c)

Purchase of Land in Karachi and Lahore for Establishment of IT Parks
Wwill be made to facilitate more .T. firms to establish their businesses
in the country.

Establishing Software Technology Park at Islamabad will create
further capacity to cater to the increasing demand of establishing I.T.
businesses.

50 certification of PSEB will trengthen its capability to carry out its
functions more efficiently.

PSEB Venture Capital Fund will be established to invest directly into
high-tech firms in the IT and telecommunications sector.

E-Government

E-governance projects will continue to be the center-piece of information
technology initiative. The major sew -government projects in 2007-08

include:

Establishment of Federal Government Data Center will be completed,
which will provide connectivity to all Federal Ministries/ Divisions.

Basic Infrastructure including local area networking, hardware and
software will be provided across all departments of the Federal
Government to enable them to function in an interconnected and
automated environment.

Replication of -Office at all Divisions of Federal Government will be
carried to provide automated systems for inter-office communication
and other common functions at these Divisions.

Systems will be developed for universal access of Federal
Government Services to the citizens.

Health Management Information System will be replicated in the
Federal Govt. Hospitals to provide better health care facilities to the
citizens.

Automation of Pakistan Railways (ERP, SCP & CRM) will enhance the
internal efficiency and effectiveness of the organization.

Eederal Government -Procurement System will be developed to
make the procurement process at the Federal level more efficient and
transparent.
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B. Telecommunication

In the last two decades telecommunication has evolved into a dynamic global
business sector driven by mobile services, data transmission, internet, e-government
and e-commerce applications. Thus,
it has led to the emergence of
networked environments acting as
catalyst of social change as well as
becoming the backbone of global
information economy.

Competition and private sector-led
markets in  many countries are
making telecom services available to
everyone. In Pakistan too, the
growth in telecom sector has been
phenomenal due to successful de-
regulation and privatization policy of
the Government.

Review of 2006 - 07

Presently there are two

telecommunication organizations working under the government umbrella namely
National Telecommunication Corporation (NTC) and Special Communication
Organization (SCO). During the process of privatization of PTCL, NTC was created
to take care of the Government's telecom needs. NTC at the moment operates about
108 exchanges in the country whose total instalied capacity is 120,000 and total
working connections are 97,000. SCO presently operates about 191 exchanges with
total installed capacity of 318,029 and total working connections of 219,013.

The important projects executed by NTC during the year are as follows:

* NGN depioyment of media gateways at NTC POPs in 21 cities worth Rs.
168 Million. This project was used to migrate from traditional TDM core
Network to the state of the art IP core Network. To reduce interconnect
charges and efficiently use already congested long haui media. To have the
network capable of supporting triple play.

« Lahore Optical fiber Junction Network of 50 Km worth Rs. 52 Million. The
objective of this project is to establish NTC's own junction network.
Dependency on other operators for provision of media was eliminated thus
jarge revenue would be saved.

« Optical fibre Excess Network at Chasma (PAEC) worth Rs. 11 Million. This
project would provide the state of art telecom facilities to Pakistan Atomic
Energy Commission.

+ Deployment of 32 new exchanges with 17,000 lines worth Rs. 900 Million.
With the completion of this project in various cities 17,000 new connections
would be operative on NTC network.
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+ Replacement of VIP trunk board worth Rs. 14 Million. The objective of this
project was 1o facilitate NTC customers with NWD call booking facility as
previously it was dependent on PTCL to provide customer care services.

+ Up gradation of SDH junction in Islamabad worth Rs. 25 Million. This
project would enhance the existing capacity at |slamabad Junction from 622
Mpbs to 2.5 Gbps. This would cope with the growing media requirements.

The projects executed by SCO during the year are as follows -
» Laying of OFC between Gilgit & Skardu worth Rs. 198 Milion. In this
project Opticai Fibre Network was laid between Gilgit & Skardu which would

facilitate the telecom facilities in Northern Areas.

+ Expansion & Improvement in Northern Areas worth Rs. 669 Million. This
project would provide the state of art facilities in telecom in Northern Areas.

« GSM Project for AJK & Northern Areas worth Rs. 450 Million. This project
would provide the latest GSM technology in AJK & Northern Areas.

« Rura! Digital Communication in AJK worth Rs. 1,486 Million would provide
a new digital system and network in AJK.

+ Inter transit main exchanges in AJK worth Rs. 199 Million for provision of
transit exchanges in AJK.

Performance of Private Companies in 2006-07.

Presently there are 7 large private companies operating in the country namely
Mobilink, Telenor, Warid, PTCL, U- Fone, instaphone and Paktel. Data was collected
from these companies which showed the following results as of March, 2007. Table
18.1 and Figure 18.8 are referred.
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Table 18.1: Performance of Telecom Companies 2006-07 (As of March 2007)
Fixed Lines
Company Installed Working Tele Exchanges Switch Facilities
No. Name Capacity | Connections | Density or Systems Offered
Cell Sites
Fixed Lines
1 PTCL 6,160,182 5,601,798 3.50 2,854 Siemens Telephones
Card
! Payphones =
! Alcatel 198,225
NWD Stations
Ericsons = 2,600
Ula= 2,426, V
ZTE PCO = 1380
Fixed Lines
2 | NTC 120,000 97,000 | 0.060 108 | ZTE,Siemen | Service
Fixed Lines,
3 | 8CO 318,029 214,108 | 0133 181 Huwai, ZTE | WLL
TOTAL : 6,598,221 5,912,907 3.693 3,153
Mobile Operators
' Post Paid
1 Mobitink 25,000,000 23,882,013 14,926 | 5,100 Siemens {Indigo).{Jazz)
Phone, SMS,
Alcatel NEC | Web
Pre Paid,Post
2 | U-Fone 12,000,000 10,886,123 6.804 1,015 Siemens Paid
Post Paid,Pre
3 | Telenor 10,000,000 8,344,570 5.215 1,100 Swedish Paid
Warid Fost Paid,Pre
4 | Telecom 9,000,000 8,425,683 5.266 §70 GSM Faid
Mobile
5 | Paktel 1,700,000 1,030,883 0.644 ! 960 GSA services
PTCL Wireless Local
6 | (WLL) 1,957,500 §50,686 0.594 1.110 ZTE Loop
Mobile
7 | Instaphone 500,000 314,871 0.197 250 GSA services
Total : 60,157,500 53,834,839 ; 33.646 10,505

Source: Data Coliected from Various Companies, as of March 2007

Percantage

Figure 18.8: Centribution te Telkedansity {As of March 2667)

1357

i | Tele-Density

Presently the tele-density in Pakistan stands at 37.34 (fixed + mobile) whereas last
year i.e. 2005-06 this tele-density was only 26.21 (fixed + mobile). For comparison

purposes, tele-density of some of the important countries is given below:-
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Table 18.2: Teledensity — Cross Country Comparison

Tele ' Country Tele Density ‘ Country | Tele Density "
Density 1 's ;
Pakistan__ |  37.34 India 18.24 Malaysia_| 62.31 :
mmmm 77.81 UK | 89.36
mma_ 9732 | Egyot | 1889

Source: Data Gathered from various international websites

Figure 18.9: Existing TeleDensity
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The total number of connections has increased by 11.9% in 2006-07. With the
oresent pace of growth in this sector, it is expected to achieve universal coverage by
the year 2017. However, it will not be possible in view of limitations of affordability
and literacy.

Programme for 2007 -08
In the next year NTC plans o execute the following projects
. Establishing Coastal Communication Link worth Rs. 627 Million. in this
project Optical Fibre based transmission link (2.5 GB/S) would be

established along the coastal highway.

« High Performance secure Network Architecture (HPSNA), for NTC at
Islamabad worth Rs. 198.740 million.

« Shifting of GHQ circuits from PTCL to NTC Network (Phase-l) worth
Rs. 877.390 Million.

. Provision of PSTN Lega! Interception Facility by NTC worth Rs.
78.036 Million to intercept hacking efc.

. Video Conferencing for GOP at 14 sites worth Rs. 39.437 Million.

In the next year SCO is planning to execute the following projects:
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e Interconnect Billing & Customer System worth Rs. 580 Million will
provide an efficient Billing & Customer care centre for AJK & Northern
Areas.

» Global System for Mobile (GSM) expansion for AJK worth Rs. 565
Miilion to provide expansion and up gradation of existing GSM system in
AJK.

+ Laying of OFC between Gilgit & Mansehra worth Rs. 286 Million for
installation & commissioning of Optical Fibre between Gilgit & Mansehra

« OFC Connectivity Gilgit-Gupis-Sist worth Rs. 199 Million will provide an
Optical Fibre Cable network between Gilgit, Gupis and Sist.

e Northern Areas Terrestrial Link worth Rs. 178 Million to establish a
terrestrial link network in AJK & Northern Areas.
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19

Health and Nutrition
19.1 Health
Sectoral Policy

Pakistan has a reasonable availability of physical facilities in the Health Sector. The
problems relate to their utilization and institutional capacity to ensure desired
outcomes. The Health Plan in the MTDF period identifies policies and suggests
allocation of resources to address these issues in the context of Millennium
Development Goals.

Health is a major intervention for human development and poverty reduction. The
major thrust of PSDP is to help in achieving the Millennium Development Goals
through national programs of EPI, Lady Health Workers, Maternal Neonatal and
Child Health, T.B. Controf, Roll Back Malaria, Prevention and Control of Hepatitis,
HIV-AIDS, Control of Blindness, and control of Avian Influenza. Investment in
Women and Child Health Programs are meant to reduce maternal mortality, child
mortality, infant mortality and morbidity rates which continue to pose a health
challenge for the country. A balance is being struck by investing in prevention and
control of both communicable and non-communicable diseases in order to have an
impact in the scenario of double burden of disease in the country. An effective fight
has been launched against global epidemics like HIV/AIDS, Tuberculosis and
Maiaria.

The focus is on improving surveillance and health information system. In this regard,
a project “Strengthening of National Heaith Information Resource Center” (NHIRC)
has been approved at a cost of Rs 290 million.

It is planned to strengthen and upgrade Public Health Laboratory system and Bio-
safety of Clinical Labs. System. A Task Force is in place for the purpose.

Attention is given to improvement of health infrastructure facilities both rural and in
the tertiary sector. Some notable projects in this regard are Construction of two new
Medical Towers at JPMC, Karachi and PIMS, Islamabad for upgradation of tertiary
care facilities.

Sheikh Khalifa Bin Zayed (SKBZ) Federal Hospital at Quetta which was constructed
in 1998, is now functional. The 225-bedded hospital will provide state of the ar
medical care services in the areas of Traumatology, Cardiology, Gastro and Malaria.
It will also train nurses and medical technicians. Visible improvements have taken
place in PIMS, and FGSH, Islamabad, JPMC, NICH and NICVD at Karachi, and
Shaikh Zayed at Lahore.

in the future years, it is planned to integrate health initiatives with community
approaches both through LHWs and other interventions aiming at participatory
community mobilization. In this regard, the use of micro-credit and community health
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insurance will also receive due attention. Alternative delivery systems are already in
vogue. A further fillip will be p_rovided to this strategy

The strengthening of the health system is a central strategy so that the benefits of
service delivery can be received by the majority of population. The linkage between
health and social protection is envisaged for the future. A Social Protection Strategy
has been approved in order to extend coverage to the vulnerable and the poor.

Strategy

A balanced approach between preventative, promotive and curative interventions will
be followed, keeping in view the needs of population especially Women and Children.
Attention will be paid to the epidemiological transition and the emergent double
disease burden.

« Primary Health Care will be strengthened with necessary back up support in
rural areas where ail the outiets will function as focal points for PHC and
Family Planning Services.

= Training and availability of Medical Staff at all levels will be improved by
investing in the tehsil and district level hospital, especially for Emergency
Obstetric Care.

« Continuing stress on achievement of MDGs especially related to MMR, IMR,
CMR and the giobal epidemics (TB, Malaria and HIV AIDS).

Review of PSDP 2006-07

An amount of Rs 11.0 billion is provided in PSDP 2006-07 to different preventative
and curative programs in health sector for achievement of MDG targets. According to
the 3 Quarter PSDP Review Rs 5.0 billion (45 percent of PSDP allocation) was
utilized till the end of March, 2007. Following are some of the major programs under
implementation in the country:

The Lady Health Worker Program

The program has recruited more than 95,000 LHWSs to date. More than 60 percent of
total population and 76 percent of target population stands covered by LHWs. Out of
30 million children, about 16 million are immunized by LHWs during (NIDS) National
Immunization Days ) Similarly, in high risk districts out of 5 million target women, 4.5
million are vaccinated by LHWSs) through 40,000 trained LHWSs. Their role in
improving mother and child health is by now well recognized. Innovative approaches
are being tested. The stipend of LHWs has been raised i.e. Rs 1800.0 to Rs 2300.0
per month, under the directive of the Prime Minister.

Malaria Control Program

Malaria is a major public heaith problem in Pakistan threatening millions of people. it
accounts for 12.5 percent of overall disease burden of the country as per Health
information Management System (HIMS) 2006. During 2005 LHWs treated 4.3
million malaria cases. The disease is emerging as a significant health problem in
Balochistan and FATA. National strategy for Malaria Control is based on the foliowing
6 key RBM elements.
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= Early diagnosis and prompt treatment;

»  multiple prevention;

= improved detection and response to epidemics;

» developing viable partnerships with national and international partners;
» focused operational research and;

= national commitment.

The prevention and control of malaria through the Roll Back Malaria Program has
improved the diagnosis of the cases and, treatment provide accordingly. Comparison
of three years data shows that the parasites incidences have decreased in the period
of August — October 2006. Comparison of the parasite incidences during the last
three years on monthly basis is reflected in figure 19.1.1 whereas, annual parasite
incidences 2000-05 are shown in figure 19.1.2.

Figure 19.1.1 Malaria Month-Wise Caseload Figure 19.1.2 Malaria Annual Parasite incidence
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Some achievements and innovations of the malaria program are outlined as under;

» Development of National Strategic Plan and national malaria policy.

» Development of Case Management Guideiines, Microscopy Guidelines, Vector
Contro! Guidelines, Quality Assurance Guideiines for malaria microscopy, 1EC
material.

» Capacity building of 5000 heaith personals (EDOs, DOHs, M.Os, Entomologist
& Paramedics).

= Capacity building of Malaria Microscopists (300+).
« Introduction and adaptation of Rapid Diagnostics Tests (RDTs)

» Introduction of ACTs as first line treatment in confirmed falciparum malaria

= Long Lasting Insecticide Nets (LLINs), especially for infants and pregnant
women.

» Enhanced Monitoring & Evaluation through concrete surveillance mechanism

= Quality Assurance (QA) in diagnosis and treatment
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TB Program

Pakistan is 6" amongst 22 high disease burden countries. National TB Control
Program (NTP) has achieved 100 percent DOTS coverage in public sector and in the
last five years, NTP and partners, have provided care to more than %2 million TB
patients in Pakistan. Although the global target of 70 percent case detection is not
achieved, all Provinces have made significant progress/ improvement in case finding
as shown in figure 19.1.3.

Figure 19.1.3 Case Finding Rate by Province (2002-2006)
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There are areas where NTP has to work further like suspect management, contact
management, quality bacteriology services, engaging all care providers through
public-private  partnership and inter-sectoral collaboration, monitoring and
supervision, research for evidence based planning and ACSM (advocacy
communication and social mobilization).

in recognition of the soundness of the national strategy, the Global Fund to Fight
AIDS, TB & Malaria (GFTAM) has recently approved a grant of US $ 56 million for 5
years. The emphasis will be on public-private partnerships and Inter-sectoral
coliaboration.

HIV/AIDS Control Program

The government is implementing HIV/AIDS Control Program since 2003 at a cost of
Rs 2.9 bilion for five years. The major focus is on the behavior change
communication, services to high-risk population groups, treatment of sexually
transmitted infections (STls), supply of safe blood and capacity building of various
stakeholders. The Number of reported cases testing MIV/AIDs has increased from
1886 in year 2001 to 2431 cases reported until end December 2004. However, based
on the surveillance data and computer modeling, UNAIDS has estimated that there
are about 70,000-80,000 HIV positive people. Their recent studies have indicated
that the prevalence of HIV infection among IDUs in Karachi has gone up to 27
percent. This ievel of infection reflects the stage of concentrated level of epidemic.
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The program is proceeding on sound basis to counter the risks, including free
treatment of HIV/AIDs patients through the Screening and Surveillance Centres and
Treatment Centres. In this regard, eight centre have been established in tertiary care
hospitals where. Anti Retroviral therapy (ARV) is being initiated fo 250 patients out of
650 registered patients.

National Maternal & Child Health Program

National Maternal & Child Health Program has been recenily launched by the
government in order to improve MNH services for all, particularly the poor and the
disadvantaged at all levels of health care delivery system. It aims to provide
improved access fo high quality MCH and FP services, train10000 community.
Health and Nutrition women health workers, comprehensive EmONC services in 275
hospitals /health facilities, provide basic EmONC services in 550 heaith facilities, and
family planning services in all health outlets.

The Expanded Program on Immunization

The National EPI Program provides immunization against the 7 killer disease i.e.
childhood tubercuiosis, poliomyelitis, diphtheria, pertussis, neonatal tetanus, measles
and hepatitis B. New vaccines wouid also be considered for introduction in due
course.

During the year 2006, 5.6 million children of 0-11 months and 6.5 million pregnant
ladies were targeted for immunization. Routine coverage is regarded as the basis of
child protection.

As far as the polio eradication campaign is concerned it is under implementation in
full swing. National Immunization Days (NIDS) and Sub National Immunization
campaign are being carried out and in every round of NID more than 25 million
children of 5 years and below are given polio drops. Because of this intense

exercise cases of polio are reducing yearly and restricted to a few districts in the
country.

The figure 19.1.4 shows that out of the seven EPI vaccines almost all are provided to
more than 70 percent population. Whereas figure 19.1.5 indicates that only 14
percent of the districts in the country are having 60 percent coverage, while 86
percent have achieved more than 50 percent coverage.

Figure 19.1.4 EPI Coverage 2001-06
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Figure 19.1.5 Status of Full immunization 2006

Status of Full Immunization 2006
(By Districts)
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Prime Minister Program For Prevention and Control of Hepatitis in Pakistan

(2005-10)

The Program was launched in 2005; by the Prime Minister to meet the challenge
posed by the high prevalence of virat hepatitis in the country. The program aims at 50
percent reduction in new cases of hepatitis B and C by 2010 through advocacy and
behavior change communication, hepatitis B vaccination of high risk groups,
establishment of screening, diagnosis and treatment facilities in 150 teaching and
DHQ hospitals, Safe Blood transparent and prevention of hepatitis A and E.

Significant progress has been made to prevent and control hepatitis in the country.
1000 patients of hepatitis B and 10,711 patients of hepatitis C were treated.
Provision of hepatitis B vaccine for 399,600 high risk personnel and arrangements for
free of charge molecular diagnosis of patients at Centre of Excellence in Molecular
Biology (Ministry of Science & Technology), Lahore have also been made. Targets
and achievements of the treatment of the HBV and HCV patients for the FY 2005-06.

2006-07 are presented in figures 19.1.6 and 19.1.7.

Figure 19.1.6 Treatment of Hepatitis B Palient Figure 19.1.7 Treatment of Hepatitis C Patient
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Cancer Treatment Program

in the area of Health Care, Pakistan Atomic Energy Commission’s (PAEC) 13 Cancer
Hospitals in all four provinces are already providing diagnosis and treatment facilities
to cancer patients. 9 new cancer hospitals are in the process of construction. Breast
care clinics have been established at ali the nuclear medical centers.

PSDP 2007-08

An amount of Rs 13.5 billion has been proposed for Health Sector at federal level in
PSDP 2007-08. It includes Rs 1.6 billion foreign aid for procurement of
contraceptives to strengthen the family planning services through LHWs program in
the country.

Targets

The targets for 2007-08 include deployment of full strength of 100,000 LHWSs in the
field. The rural health program includes construction of 40 BHUs, 10 RHCs and up
gradation of 15 RHCs and 40 BHUs during the next financial year. The immunization
coverage will be improved to 85 percent whereas 20 million ORS packets will be
distributed to prevent and treat daihoreal diseases.

19.2 Nutrition

The incidence of malnutrition is a direct consequence of inadequate food intake,
besides poor environment, health, feeding practices and family size. Persistent
malnutrition ieads to ill health, poor education performance, low labour productivity
and poverty, thus an important denominator of social development goais across
sectors. The progress in MDGs is directly refated to nutriticnal improvement in the
country. The MTDF objectives and targets have been alighed to MDGs giving
emphasis to nutritiona! improvement. The MTDF policy directly addresses nutritional
adequacy through food security at household level and specific nutrition
interventions.

Sectoral Policy

The overali MTDF 2005-10 envisages improvement of nutritional status for
maintenance of good health of population leading to an active and vibrant socio-
economic life.

Plan Strategy

Food security and nutritional adequacy at household level through food self-
sufficiency and appropriate nutritional interventions to address various forms of
malnutrition is the major objective. in line with this the MTDF strategy envisages
interventions relevant to segments of the popuiation groups and regions to ensure
reduction in malnutrition, following a life cycle approach. The interventions would
include;

« Food and Nutritional Security at Regional/Household level

= Control Energy and Micronutrient Deficiencies with priority to Infants and
Chiidren
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» Food safety and quality
. School-Community Based Nutrition Program

« Awareness Program.

lssues, Constraints and Measures

The important nutrition policy issue 18 lack of capacity, ownership and incorporation
of nutrition considerations in the allied sectors: Heaith, Agriculture, Food, Education,
Mass Media and Private Sector at Federal, Provincial and District level.

Following measures are proposed 1o address the constraints:
« The Planning Commission and Department to play a proactive role o support

Ministries and Departments 1o incorporate nutrition issues in to the plans.

« Build institutional capacity through a network of training institutes for project
planning and nutritional activities.

» Studies on the economic and heaith consequences of malnutrition and
identification of underlying causes.

Review (2006-07)

Financial

Rs 108 million were allocated for the year 2006-07, out of which Rs 88 million are
expected to be utilized. The major programs are:

. Tawana Pakistan Project, Nutrition Package for Primary School Girls
« improvement of Nutrition through Primary Health Care and

« Establishment of Reference Laboratory for Strengthening of Food Quality
Control System.

Physical Achievements
Food Availability

The food availability in the country was adequate during 2006-07 to meet the overall
nationa! requirement across all regions. An increased supply was recorded in wheat,
rice; sugar, meat and milk while decline was observed in pulses, vegetables and
ghee/oil. The average availability of calories remained at 2425 and protein 69.5 gms
per capita/day. The food availability overtime remained well above consumption and
recommended intake as given by calories. Average calories availability based on
food supply is higher by 21 percent over consumption and 8 percent Over
recommended calories intake. However, there Is considerable variability in actual
consumption of food across provinces and across rural and urban divide.
Comparison of calories availability, consumption and recommended intake Over
different point of times is presented in figure 19.2.1.
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Figure 19.2.1 Calories availability, Consumption & Recommendation
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The consumption of calories and protein however may be much less than the overall
availability and highly dependent on the income levels and indigenous household
food production. The intake of calories by 5 quintiles divided equally by 20 percent
expenditure groups gives a more clear picture are intake of calories by population
groups. Three lower quintiles (60 percent of population) are below average intake of
1700 calories (Figure 19.2.2). The proportionate expenditure on major food items is

high. However, four lower quintiles spend 80 percent of food expenditure on wheat,
milk, vegetables and sugar.

Figure 19.2.2 Calories Intake by Expenditure Quintiles
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Nutritional Interventions aré briefly outlined as under:

» About 96,000 Lady Health Workers outreaching 50 million population
specifically provide nutrition targeted interventions such as anaemia control,
growth monitoring, counseling on breastfeeding and weaning practices. They
coordinate with EP! for vitamin A supplementation to children under 5 years of
age and Micronutrient supplementation to women of child bearing age.

= A Reference Laboratory t0 Strengthen Food Quality Control System is being
established at Islamabad.

« Girls Primary Schools Nutrition programs are on the anvil.
= Food support was provided to 1.46 Million poor households through Pakistan
» Bait-ul-Mal.

Proposed PSDP 2007-08

Rs 677 milion have been proposed in PSDP 2007-08 for the ongoing and new
programs in nutrition by different ministries. Some of the important interventions are
outlined as under:

. The overall availability of essential food items will be maintained to meet the
nutritonal needs of the population in terms of caloric, protein and other
essential nutrient availability.

«  School Nutrition Program for feeding girls primary schools will be expanded.

» Establishment of food quality control laboratory at lslamabad will be
completed

« Development of low cost supplementary and weaning foods based on local
recipes for infants and children will be initiated

« Financial assistance will be provided to 146 million poor households for food
support through Pakistan Bait-ul-Mal.

= Nutrition activities at first level health care facilities would be expanded and
manpower training institutes would be set up for training in nutrition program.

. National Centre of Excellence for Food and Nutrition would be set up to
coordinate core nutrition policy concerns.
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A relatively high growth rate of population constitutes a challenge for the entire
development process. The overall vision of the population program is to pursue
stabilization of population as a development priority through accelerated ferility
transition. The population growth rate has been brought down to about 1.8 percent per
annum but the tota! fertility rate at 3.13 per women (2007) reported by the Ministry of
Population Welfare is still above the desired level. Contraceptive prevalence rate (CPR}
is low at 36 percent. Low coverage for family planning services further increases the
level of unmet need. A holistic life-cycle approach has been adopted in implementing
the national population welfare strategy. Education, health, women empowerment and
poverty reduction measures all contribute towards population cause. However, the
central role of contraception and reduction in ferlility rates are at the heart of our
population policy. The MTDF 2005-10 as well as the Annual Plan 2007-08 address all
these challenges through appropriate interventions and adequate allocations.

Policy Initiatives

Recognizing the importance of the Population Program the Government is fully
committed at the highest level to realize the objectives of the population program
envisioned in Vision 2030. The following policy initiatives are worth mentioning:

» A “National Population Commission” headed by the Prime Minister of Pakistan
and four Provincial "Poputation Councils” headed by the respective Chief
Ministers are in place.

* Reproductive health services including clinical contraception are being extended
through well equipped mobile service units (MSUs) to the underserved areas.
Centres providing clinical services are being established at Tehsil Headquarter
Hospitals.

e Lady Health Workers are involved for creating awareness of clinical methods of
contraceptives. They have now been trained for administering injectables, thus
providing in site services at the household level.

+ The provincial health and population welfare depariments will link the Lady
Health Workers with the Family Welfare Centres (FWCs).

s Communication strategies at federal and provincial leveis including advocacy
through interpersonal communication (IPC} are being reinforced.

s The MTDF (2005-10) ensures government funding to the private sector for
extending reproductive health including family planning services to the rural
areas. Social marketing and private-public parinerships are being adopted.
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Strategy

For achieving the envisioned long-term objective of attaining replacement level of fertility
by 2020 or achieving the MDGs (target) by 2015 the Population Welfare Program
focuses on the following:

« Population is declared as cross cutting issue for all sectors of the economy.

e The NATPOW is being revived to strengthen the public-private partnership and
the involvement of NGOs.

e The Departments of Health will ensure delivery of family planning services
through all its service outlets as a regular activity.

+ Lady Health Workers (LHWs) will become a strong linkage between community
and service providers.

Review of Demographic Indicators 2006-07

Some of the selected demographic indicators for the periods 2006 and 2007 are
reflected in the Table 20.1.

Table 20.1
Selected Demographic Indicators

Indicators | 2006
L

2007 \ Increase / ‘

"_ L (1% July) \ (15t July) | Decrease (+/-)
Total Population (million 15626 | 159.26 2.8
Urban Paopulation (million 53.85 | 55.48 163
Rural Population (million) 10241 | 103.88 1.17
Total Fertility Rate (TFR | 328 | 3.13 | -0.15 |
Crude Birth Rate (per thousand o261 ] 25.5 | -0.6
Crude Death Rate_(per thousand) | 8.2 7.9 -0.3 g
Population Growth Rate (percent | 1.8 1.78 -0.02 3_
Life Expectancy (years) 63.8 | 64.3 0.5 ]
I_ a. Male | 839 | 64.3 0.4 L
b. Female I 63.8 | 64.4 | 0.6

Source: National Institute of Popufation Studies (NIPS)

The projected demographic indicators reflect improvernent in life-expectancy and fall'in
population growth rate. However, a more rapid decline in total fertility rates will remain a
continuing challenge for the future.

The trends of both fertility and contraceptive progress rate over longer time perspective
is reflected in figures 20.1 and 20.2.
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Figure 20.1
Total Fertility Rate 1970-2006
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Review of Financial Performance 2006-07

During the FY 2006-07 an amount of Rs 4 37 billion including Rs 293.0 million as foreign
loan was allocated to 27 projects and programs in the population sector. The Ministry
and Departments of Population Weifare aré estimated 1o utilize an amount of Rs 3.2
billion by the close of June, 2007. The net utilization is likely to improve by Rs 178
million over the last year's actual utilization of Rs 3.02 billion.

Physical Achievements 2006-07

The Population Welfare Program has established 3038 service outlets which include a)
2600 Family Welfare Centres (FWCs); b) 152 Reproductive Health Service - A (RHS-A}
centres; and c) 286 Mobile Service Units (MSUs). The target of MSUs set for the period
2003-08 has been fully achieved. The progress in establishment of FWCs is
encouraging. However, in the case of establishment of RHS-A centres particularly at
Tehsil Headquarter level hospitals (THQ) level the performance needs to be geared up.

Contraceptive Performance

The contraceptive performance figures of the program indicate an estimated 3.2 miliion
users upto March 2007. Apparently 4.29 million contraceptive users will be served by the
close of the FY 2006-07. There is an increase of 0.6 million users as compared to the
performance of 2005-06.

PSDP Allocations for 2007-08

The Population Welfare Program 2007-08 is in line with the sectoral targets and
objectives setin MTDF (2005-10). An allocation of Rs 4.3 billion including a foreign loan
of Rs 204.2 million has neen earmarked for the population, in public sector 2007-08.
There is an increase of Rs 1.3 billion over the actual expenditure of Rs 3.0 billion in the
last financial year 2005-06.

Physical Targets 2007-08

The population weffare program envisages establishment of a number of service delivery
outlets during the next FY 2007-08. Detail is reflected in Table 20.2

Table 20.2
Physical and Contraceptive Users Targets
Cumulative Number)
Name of Service Outlet / Unit 2006-07 2007-08
Bench mark (Targets |
Public Sector — '
T Family Welfare Centres (FWCs 2600 2803 l
i) Reproductive Health-A Centres 152
iy Mobile Service Units (MSUs 286 | 286
ivl Contraceptive USers miilion 4.292 10.766
Private Sector
-E- 150
26080 . 26608 1
i) Hakeems and Homeopaths m 27025 |
Source: Ministry of Population wWelfare
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The employment strategy of Medium Term Development Framework {MTDF) 2005-
10 rests on 3 piliars: a) employment expansion, b) employment activation and c)
employees’ protection. Various policies, programs and interventions backed by
yearly allocations continue to build and strengthen the above mentioned pillars of the
employment strategy. After witnessing a rise in unemployment in the 1990’s, the
economy witnessed fair rapid job creation and unemployment feli from 8.3 percent in
2002 to 6.2 percent in 2006. However as identified by MTDF, the structure of labor
market and nature of reduction in unemployment continue to pose challenge to policy
makers in the area of quantity and quality of job creation. Among these are low
female participation rate, increase in ‘unpaid family workers' and opportunities for
‘decent’ work. Moreover in order to reap the ‘demographic dividend’ the formulation
of policies for of utilizing the growing youth population become imperative for policy
makers.

The data collected by the Labor Force Surveys provide a rich source of empirical
evidence to assess the progress in various dimensions of employment expansion
observed in recent years. Annex 21.1 — 21.5 look at trends in labor participation,
employment status, distribution of employed by industry and occupation and literacy
levels of unemployed. In interpreting the trends, one should be aware that |labour
market dynamics and structures change gradually in the short-term, while in absolute
levels they are sensitive to the yearly growth performance. The trends in Annex 21.1
indicate increasing trend of iabour force participation region and gender wise since
2000. During the last 2 years, the rate of participation is specifically faster in rural
areas and for females. In terms of employment status, the shift during the last two
years has occurred towards increase in the share of unpaid family workers at the
cost of decline in the share of self-employed. This shift has mostly taken place in
rural areas {Annex 21.2). The share of various sub-groups under industry and
occupational classification remain more or less unchanged during FY 04 and 06,
except minor change in agriculture, construction and community and social services
under industry classification (Annex 21.3). Under occupational classification minor
shifts are apparent for all the categories except for craft workers (Annex 21.4). The
share of illiterate among the unemployed has gone up by near 3 percentage points
during FY04 to FY 06 correspondingly the share of literate has come down. The
unemployment share of the matriculates has fallen from 16.2 to 14.8 percent during
the corresponding period (Annex 21.5).

Estimates for 2006-07

Population of Pakistan is estimated at 159.3 million on the 30" June, 2007. Based on
the shares and ratios of labour force survey 2005-06, 81.49 million or 51.2 percent
are males and 77.8 million or 48.8 percent are females. Out of total population, 51.3
million or 32.2 percent are in the labour force. Of the total labour force, males
constitute 41.0 million or 80.0 percent, whereas females are 10.3 million or 20
percent. Of the total labour force 48.2 million are employed while 3.2 million are
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unemployed. About 1.02 million new employment opportunities are expected to be
created during 2006-07.

Women constitute 48.8 percent of the population. Labor force participation rate of
females has increased from 11.2 percent in 2003-04 to 13.3 percent in 2005-06. The
women unemployment rate has falien from 12.8 percent in 2003-04 to 9.3 percent in
5005-06. Thus, indicating substantial decrease of 3.5 percentage points. The
government has initiated a number of programs and projects for women in education,
training & skill development and also for facilitating income generation activities for
women.

Annual Plan Review 2006-07

An allocation of Rs1136.8 million was made in PSDP 2006-07 for 12 projects which
was reduced in the 3 Quarter Review of PSDP 2006-07 to Rs634.8 million. Against
the release of 103.61 million upto yd9Quarter, Rs 62.76 million was utilized. An
amount of Rs 198.4 million has been allocated in the PSDP 2007-08 for 14 projects
including on-going program. Some of the selected on-going and new initiatives are
as follows:

« Construction of Auditorium for Pakistan Manpower Institute at Istamabad

« Consolidation and Development of Labour Market information System &
Analysis {LMIS)

« Training for Trainers for Skill Development
« Computerization of the data of outgoing emigrants and returning migrants

The projects will help to fill the gap in the area of technical training as
well as labour market information. The latter will contribute to more effective and
focused policy planning in the labour & employment sector.

New Initiatives for Employment Generation in 2006-07
President Rozgar Scheme

One of the major initiatives to expand employment specificalty among the youth was
iaunched as President Rozgar Scheme with the partnership of Nationa) Bank of
Pakistan (NBP) in March 2007. The scheme covers the areas of transport, utility
stores under Utility Supply Corporation (USC), mobile utility stores, mobile general
store, NBP Karobar PCO and NBP telecentre. During 2006-07, Rs 1.3 billion are
expected to be disbursed to around 21,500 beneficiaries. [Details are in Chapter 6 on
Poverty].

National Internship Program

The Prime Minister has recently approved National Internship Program (NIP) for the
benefit of fresh unemployed graduates. The objective of this scheme is to enhance
their capacity and employability in the country. Besides providing financial relief to
the young degree holders the program will also support the skill and capacity
shortage faced by the government organizations in recent years. The program will

—r_#—,r_ﬁ_ffjf
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contribute to overall productivity of the economy besides subsequent increase in
salary levels of experienced youth. In the first phase, the program wil be
administered in the Federal government only. However, later on it will be extended
to the provincial and district government organizations.

Technical/Vocational Training lnitiatives

There is increasing evidence that the country is beginning to experience a serious
skills gap. National Vocational & Technical Education Commission (NAVTEC) has
been established/to inter-alia

e Devise and review policies and evolve strategy relating to human
resource development with a focus on technical education, vocational
training and employment in general.

e Facilitate skill development and employment generation through
enhancement of public private partnership

« Improve quality of training of instructors through skill upgradation program

e Establish an internationally acceptable system of accreditation for
technical education and vocational training.

« Suggest innovative program for promotion of technical education and
vocational training among females, and neglected sections of society.

NAVTEC has imparted training to 1940 persons and plans to increase it to 4,400
persons in FY 2007-08. In order to give effect to the vision of Prime Minister to create
additional training capacity of 1 million in Technical and Vocational Training by 2010
and proper synchronization of demand and supply of skills within the country and
abroad, the existing capacity of 152,000 in the field of technical and vocational
training will be doubled in a period of three years. This training will be arranged by
utilizing the existing facilities through evening classes. The National and Vocational
Technical Education Commission (NAVTEC) has organized short term vocational
training in Balochistan, NWFP and Punjab. in addition short courses under Telecom
and Women Economic Empowerment shall be stated during the financial year 2007-
08.

Training of Trainers (TOT) Project

Skill upgradation of, and training to the instructional staff in public and private training
institutions to be provided. The project envisages different duration courses (1,2 and
6 months). Overall 770 instructional staff will be trained in various technical traders.
Establishment of Vocational Training Centre at Kashmore (Sindh)

Under this scheme training in the following trades such as computer operator, radio &
T.V. mechanic, refrigeration and air-conditioning, carpenter, dress making/designing,
and electrician will be imparted. ‘

Trade Testing and Certification of Trainees and Skilled Workers.

Project, trade testing & certification of the trainees and skilled warkers will be started
by NTB.
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Green Garden

Government's strategy is to generate employment by imparting technical and
vocational training through capacity building of existing and potential skilled and
unskilled workers in the field of horticulture and gardening. Keeping in ling with this
strategy. National Training Bureau has planned to taunch a three months gardner
certificate course under the project titled “Green Man”.

Technical Institute for Construction Trades at Mandra,

The National Logistic Cell plans to train 1600 trainees per year on double shift
operations. During project period of 2% years, 4000 trainees will be trained in such
trades as Auto electrician, Auto mechanic, Welding (electric & gas), Welding
electrician, Plant operators, Mason, Plumber, Shuttering, Steel fixer and Draftsman
(Civil).

Labour Market Information System & Analysis

The main focus of the MTDE is the generation of the sustained, decent and
productive employment opportunities by raising productivity and technical
competence of the work force. In this respect the information and analysis is needed
on key fabour market indicators for important insight and development of appropriate
policies and remedial measures. Realizing the fact, a project namely “Establishment
of Labour Market Information and Analysis” has been launched by Ministry of tabour.
This project cross-cuts the three piltars of the MTDF employment strategy and will
contribute to understanding of the fabor market dynamics and its various
characteristics in order for improved policy formation for employment generation,
employee protection and employee enhancement.

The main objective of the project is 10 develop and consolidate the collection and
usage of labour market information in pakistan. It is a pre-requisite for effective
program for employment promotion and manpower ptanning and development. in this
regard the “Labour Market information and Analysis” project is intended to develop
an institutional mechanism that will monitor and report labour market developments
at district, provincial and national levels. The quantitative as well as qualitative
information will be collected, analyzed and disseminated regarding current labour
market situation, the skill requirements for future trends and outlooks in labour
market.

Employment Projections 2007-08

Eradication of unemployment stands high on economic agenda of the Government.
Sustaining and accelerating the current growth of GDP in the coming fiscal years
would undoubtedly generate employment opportunities and prove helpfut in
gradicating unemployment menace. Empioyment projections for the next fiscal year
are given in Table 21.1.
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Table 21.1 Employment Projections

(Million)
Year Population Labour Empioyed Unemployed Un-
Force Labour Labour Employment
Force Force Rate (%)
2006-07 159.26 51.33 48.15 3.18 6.2
2007-08 162.007 52.16 48.93 3.23 6.2

*Projection is estimated using 1.78 percent growth rate.

The MTDF (2005-2010) projects an increase of 6.97 million jobs from 43.15 million in
2004-05 to 50.12 million in 2009-10. As per the labour force of 2005-06, the
employed labour force stands at 46.94 million. Thus 3.18 million jobs need to be
created in the next four years to achieve the targets of MTDF (2005-2010). in view of
envisaged GDP growth and enhanced PSDP allocations, the target is easily
achievable and decline in unemployment rate to 4 percent is possible. Reforms and
expansion of vocational and technical training will further enhance the productivity of
the employed labour force.

Annual Plan 2007-08

An amount of Rs198.4 million has been allocated in the PSDP-2007-08 for 14
projects including new initiatives. Some of the ongoing employment sector projects
that would also continue in FY2007-08 are: Training of Trainers for Skill Deveiopment
(Rs 12.3 million), Labour Market Requirements and Analysis System (Rs 9.1 million),
Policy Planning Cell, (14.0 million) and Computerization of the Data of Outgoing
Emigrants and Returning Migrants (Rs 25.3 million). These allocations will further the
objective of the ongoing projects in the employment and labour sector.
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Annex 21.1
Trends in Labour Force Participation rates by area and gender
(%)
: | 1999-00 i 2001-02 | 2003-04 | 2005-06 |
| i. Area based” 7 j
Qverall 29.0 l 29.6 i 30.4 | 322 |
! Rural 29.8 | 29.9 ‘; 31.0 332 |
| Urban 271 | 29.1 l 29.2 30.2 |
| ii. Gender based+ i
Male 70.4 | 70.3 | 706 i 72.0 f
| Female 13.7 | 14.4 i 15.9 [ 189 |
Source: Various Issues of the Labour Force Surveys-FBS
“Area’s rates are crude activity (participation) rate.
+Genders are refined activity (participation) rate
Annex 21.2
Employed Labour Force by Employment Status
(%
Employment Status I 2003-04 2005206 ]
Employer i 0.9 0.9 |
Self employed '1 37.1 34.9 ;
Unpaid Family Workers | 24.1 26.9 |
| 37.9 37.3
| Total 1 100 100 |
Source: Labour Force Surveys 2003-04, and 2005-06 - FBS
Annex 21.3
Employed Labour Force by Major Industry Divisions
_ | (%),
Maijor Industry Divisions '; 2003-04 2005-06 }
Agriculture ‘s 431 43.4 |
[ Manufacturing ! 13.7 13.8 1
Ponstruction l 5.8 6.1 .
Wholesale and Retail Trade | 14.8 14.7 1
Transport & Communication | 57 5.7 ]
Community & Sacial Services i 15.0 14.4 1
Others | 1.9 1.9
Total ‘; 100 | 100.0 |

Source: Labour Force Surveys 2003-04, and 2005-06 - FBS
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Annex 21.4
Employed Labour Forces by Major Occupational Groups
(%)
Major Occupational Groups 2003-04 2005-06
Legislators & Managers 11.5 12.0
Professionals 2.0 1.7
| Technicians 4.9 5.1 ;
i Clerks 1.6 1.4 |
Service & Sale Workers 5.2 5.4 |
| Skilled Agricultural and fishery workers 34.9 35.3 _‘
I Craft workers 15.9 15.8
| Plant operators 3.7 41
Elementary (unskilled) occupations 20.3 192
| Total 100 100 i
Source: Labour Force Surveys 2003-04, and 2005-06 - FBS
Annex 21.5
Unemployment by Level of Literacy/Education
(%)
' Literacy/Levei of Education | 2003-04 [ 2005-06
Literacy
' lliterate 40.8 43.8
Literate 59.2 56.2
Level of Education
. Non formal Education 0.6 03 |
. Formal Education 58.6 55.9
Pre-metric 29.5 29.0
Matric but below intermediate 16.18 14.8
Intermediate but below degree 6.39 5.9 ?
! Degree, post graduate & Ph.D 6.5 6.3 j
| Total 100 100 ‘
Source: Labour Force Surveys 2003-04 and 2005-06 - FBS
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Women Empowerment and Social Welfare

Women Empowerment

The Government of Pakistan is committed to ensure an active role for women in the
socio-economic field through their active participation relating policies and programs.
The current situation is briefly described as:

» 68 percent rural women fall in the category of the vulnerable lacking in assets,
access to services and economic opportunities.

+ Women dwelling in slums or katchi abadis or just above the poverty line-lack
basic needs.

« Both rural/urban women suffer socio-cultural gender biases.

in the Medium Term Development Framework (MTDF), the following objectives are
envisaged for women development:

« Greater participation of women in political, economic and legislative- decision-
making.

e Enhanced availability of Micro credit facilities for women.

e Accurate gender and rural/urban disaggregated database for planning &
programming purposes

The overall strategy of Women Development is the socio-economic and political
empowerment of all Pakistani women and eradication of extreme poverty. The
objective is to bring rural women into the mainstream. The majer aim is to ensure
women’'s equal access in the development process. A national and four provincial
Gender Reform Action Plans (GRAPs) have been prepared through a consultative
process under the aegis of Ministry of Women Development.

Economic Empowerment

Concerted efforts are being made by the Government to alleviate poverty amongst
the women of Pakistan. Consequently, the Ministry of Women Development in
collaboration with development partners and financial institutions like Aga Khan Rural
Support Program (AKRSP), First Women Bank Ltd (FWBL) and Khushhali Bank (KB)
conceived pilot projects for economic empowerment of rural women under the
umbrella of National Fund for Advancement of Rural Women, Jafakash Aurat. Three
pilot projects were launched in remote areas of Balochistan, NWFP and Punjab
under the Jafakash Aurat Program for this purpose.
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Social Empowerment
Establishment of Women Centers

Women Centres has been established at place where temporary shelter, free legal
aid, medica! relief and psycho-social counseling services to women in distress are
provided The Government has established 25 Women Centers with shelter homes in
various districts of the country, which include, Sahiwal, Vehari, Karachi, Lahore,
Peshawar, Kohat, Mainwali, Quetta, Rawalpindi, Sialkot, Faisalabad, Multan,
Bahawalpur, Mirwala ( Muzaffargarh} Hyderabad, Nawabshah, Abbotabad,
Sibi,Mirpur (AJK), Jacobabad. Khushab, D.G. Khan. Khuzdar and Mingora.

Review of PSDP 2006-07

An allocation of Rs 269.2 million has been earmarked for 17 projects of the Ministry
of Women Development in the PSDP 2006-07. The Ministry will incur an expenditure
of Rs 126.3 million by the close of the financial year.

Physical Achievement

Economic Empowerment

A number of measures have been taken to enhance the economic empowerment of

wormnen, through training, jobs and protection measures. Some projects/activities
under taken for rural women aré listed below:-

. 5237 women have been trained in different trades under “Patti development
project Chitral (AKRSP)".This would enable the Women to earn money for
their livelihood.

» 953 women have been trained in different trades under the project.
“Eeonomic Empowerment of Rural Women” Shaikhupura and Gujranwala
through FWBL. The training imparted to women has encouraged them 1o
support their families.

. Advances disbursed among 272 women and 200 trained in different trades
under the project Supporting Skill & Micro- Enterprise Deveiopment amongst
Gwadar women (Khushhali Bank). These advances had not only helped in
reducing poverty in the area but also encouraged the women to stand on their
own feet. ‘

Social Empowerment

Some 8,314 women in different districts benefited from women centers in the form of
shelters, free legal aid, free medical aid and psycho-social counseling.

Annual Pian 2007-08

An amount of Rs 163.1 million in PSDP 2007-08 has been aliocated for 12 on-going
and new projects. Some of the major projects are Gender Reform Action Plan
(GRAP) which includes inter-alia a national and four provincial plans, establishment
of Crisis Centres in various Districts of the country, National Fund for Advancement
of Rural Women, Jafakash Aurat and Pilot Project for District Resource Centers for
Women in Local Government.
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Physical Targets

The Ministry of Women Development plans to establish District Resource Centers for
Women in Local Government throughout Pakistan under its Gender Reform Action
Plan to provide conducive atmosphere for the women councilors. More Women Crisis
Centers are envisaged throughout the country to provide legal aid and protection o
women. Under the Jafakash Aurat Program, technical, vocational, marketable skills
and micro credit facilities will continue to be provided to local women entrepreneurs.

22.2 Social Welfare
Sectoral Policy

The Medium Term Development Framework (MTDF) emphasizes equitable social
development. The document aims to translate National Social Welfare Policy and
National Policy for Persons with Disabilities and child protection into programs of
action, with the support of Civil Society, Organization including NGOs.

The Government is also implementing an expanded program for education of special
children. Their education is being upgraded to middle level with inclusive education
as a high priority area.

The National Social Welfare Policy, 1994 and National Policy of Persons with
Disabilities 2002, approved by the Cabinet, envisage an action plan of social welfare
services for rural areas and enhancing people’s access to education, health, income
generation, training and technology, employment and efficient utilization of
resources. The overali vision on disabilities is to provide an environment that will
allow realization of full potential of such persons. Mainstreaming is' envisaged
through the required support of the Government, private sector and civil society.

Strategy

The strategy recognizes that:

e For growth to reduce poveity, it must emanate from sectors that have
greater potential to generate employment.

e Targeted policy interventions are required to provide quick relief through
short-term employment opportunities, social safety nets and financial
assistance.

e There is need to improve access to basic needs (primary education,
primary health care, drinking water, access to justice) and good
governance.

e Involvement of the poor in the formulation of these policies and
management of their affairs through broad-based alliance with civil society
and the private sector is critical in attaining the objectives of the strategy.
To foster social mobilization and to nurture organized forums, Community
Organizations (COs) of Citizens Community Boards (CCBs) and
intermediary support organizations are needed.
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Social Welfare Programs

Action plan prepared in light of the MTDF has been franslated into specific
programs/projects. The Ministry of Social Welfare and Special Education and the
NGOQOs are actively involved in the implementation of their respective programs /
projects.

For implementation of the rehabilitation strategy, the ERRA in the 2005 earthquake
areas has taken a number of initiatives: i) Establishment of Rehabilitation Centres at
Abbottabad, Muzafarabad i) institutional Strengthening at NIHD, DHQs & THQs,
(Shangia, Mansehra, Balakot, Bagh, Hattianbala, Atthmugam i) Community Based
Rehabilitation: Muzaffarabad, Bagh, sanghla & Mansehra.

Rehabilitation Strategy

The rehabilitation strategy has been approved by the Prime Minister on 24 July,
2006 for the Earthquake Affected Areas. An amount of Rs 50 billion is earmarked for
ERRA in the current financial year (2006-07) PSDP for the rehabilitation of the
Earthquake Affectees in Earthquake Areas. A medical rehabilitation project has been
cleared by the CDWP for disabled persons costing Rs 742.3 million for consideration
of the ECNEC. '

Social Safety Nets

Pakistan Baitulmal has initiated various programs and expanded its social safety nets
to all the districts of Pakistan. These programs include individual financial assistance
scheme (approximately Rs 200 million) per annum for the poor in relation 1o i)
Income generating sctivities i) Medical care iii) Educational stipends iv) General
assistance.

Public Private Partnership

There are four programs under PSDP 2006-07 for promotion of the public private
partnership. These are:

« Fiscal Incentives, technical assistance and other measures for growth of
NGOs in rural, farflung and under developed areas.

« Grant for Seif-Help Project.
Non profit organization certification program by the Pakistan Centre for
Philanthropy.

e Child domestic labour project basic enabling education program (non formal)
centres.

Pakistan Baituimal has expanded its social safety nets through food assistance for
vuinerable groups, affordable health packages and community participation.

Review of PSDP 2006-07

During the financial year 2006-07, a revised allocation of Rs 321.340 million was
provided for the expansion and development of social welfare activities in federal
PSDP. This includes allocations for a Nutrition Package for Primary School Girls. An
amount of Rs 4.458 million for Staff Welfare Organization (Establishment Division)
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was also allocated. The sector has utilized an estimated amount of Rs 268.1 million,
83 percent of allocation.

Physical Achievement 2006-07

There are 35 ongoing and 52 new projects/schemes under the auspices of Ministry of
Social Welfare and Special Education. Progress of some projects is outlined as

under:

a) Special Education Centres

12 Special Education Centres for Physically Handicapped Chiidren,
Visually Handicapped Children & Hearing Impaired Children upgraded
from primary to middle level located at Rawalpindi, Quetta, Dadu,
Abbotabad, Sialkot, Gujrat, Larkana, Mirpurkhas, Sargodha, Jhang and
Sukkur.Construction of Special Education Centre at Okara.

Seven (7) new Special Education Centres for Physically Handicapped
Children & Mentally Retarded Children have been established at Karachi,
Peshawar, Muzaffarabad, Faisalabad, Nawabshah, Mardan & Khuzdar.
The construction work of 5 special education centre is to be completed at
Gilgit, Kohat, Sibbi, Hyderabad & Hunza.

Two Model Centre for inclusive Education of Hearing Impaired Children at
Mirpurkhas has been estabiished and is in process of establishment in the
Province of Baluchistan.

b) Community Development & Social Services (Medical) Projects

Eleven community development projects are providing community based
vocational training, especially in the field of knitting, embroidery and
related skills to females and radio/television repairing at village Noon
Islamabad, Ghanche, Astore and District Ghizer in Northern Areas,
Kurram Agency, Khyber Agency, South North Waziristan, South
Wazirstan Agency and Bajour Agency.

One National Child Protection Centre has been established at Islamabad.
Twelve Social Services Medical Projects have been established in FATA,
FANA and Karachi to help the poor patients.

Annuai Plan 2007-08

An amount of Rs 414.8 million has been earmarked for the sector in the PSDP 2007-
08, which shows an increase of Rs 93.4 miliion (29 percent) over the revised
allocation of Rs321.0 million in the last financial year (2006-07). The physical targets
to be achieved by the implementation of 79 ongoing schemes of Ministry of Social
Welfare and Special Education. These schemes are related to construction,
establishment, up gradation of special education centres, community development
project and other social service projects.
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Rural Development and Special Areas

This chapter covers three broad areas: Rural Development, Drought Recovery
Assistance Program and Special Areas.

23.1 Rural Development

Rural development, emphasizing on the uplift of farm and non-farm sectors of the
economy, is considered as a stepping stone towards the goal of prosperous
Pakistan. In the long term, rural development planning stresses development of
agriculture as well as rural industrialization and rural-urban linkages to reinforce
complementarities. Moreover, through deploying knowledge inputs in rural areas, by
providing basic and technical education, productivity and efficiency of farm and non-
farm sectors, contributions of the rural economy in national productive efforts will be
enhanced.

The process of structural transformation through industrialization would remain a far
cry if not backed by a productive agriculture sector in the economy. The rural
industrialization envisages development of textiie, fisheries, dairy products, meat and
leather and other comparatively advantageous area of activity. The products to be
produced are to be competitive both in domestic and international markets if inputs
required for these products are produced cost effectively. Moreover, through
backward and forward linkages, rural development would reinforce the overall
development of the country.

Rural poverty remains high, with low level of quality of life indicators. To address this
issue some important initiatives taken by the government are: the emergence of
empowered local govermment institutions and greater funds availability under
Tameer-e-Pakistan Program and wider spread of the Khushal Pakistan Program. In
the past, public sector initiatives in the rural areas were hampered due to a lack of
strong and broad institutional base at the local level, and absence of participatory
process in local development. With the implementation of the devolution plan, the
issues of provision of basic infrastructure and social services are beginning to be
addressed but considerable capacity building is required 1o implement these
programs efficiently and effectively. The rural development indicators as of 2006-07
are presented in the Table 23.11 and figures 23.11 and 23.22.
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Table 23.11 Rural Development Indicators 2006-07

S. No | Sector
Population (million) \ : . .
| (%) | 65.9 34.0 100

Labour Force (million) \ 311 14.7 45.9
Un-Employed Labor Force (%) | 6.7 9.7 7.6
Number of poor peoples (million) | 288 76 36.8
Population Below Poverty Line (%) ‘ 28.1 14.9 23.9
Literacy Rate (%) 44 74 66
Male (%) 55 75 79
Female (% 25 59 52
Municipal Water Supply (%) | 55 85 70
Municipal Sewerage/Sanitation (%) ‘ 30 65 50
Roads (kms.) l 97881 157975 | 255856

10 \ Basic Health Units (nos.) ‘ 5500 - SSOOJ

11 \ Rural Health Clinics (nos.) \ 600 - 600 J

Fig: 23.11
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Rurat Development Policy

Rural Development is a multi-sectoral approach for development of physical and social
infrastructure with a view to realize full productive potential of rural areas and spread
benefits of development to the rural population, which currently forms about 68 percent
of total population. A broad policy needs to be focused for the development and uplift of
rural areas. The main features of the policy are:

« Improving the rural infrastructure

e Providing the social amenities like education, health, water supply
sanitation, rural elecirification. :

. Undertaking such productive projects that will strengthen the livelihood of
the pecple
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« Enhancing opportunities for gainful work to combat unemployment and
under-employment in rural areas

» Mobilizing local resources, creating spirit of self-help and motivating
people for participation in rural uplift programs

e Meaningfully integrating rural development with the national socio
economic  development efforts and further developing existing
infrastructure.

Strategy

For development of rural areas, a holistic approach is being adopted with local
governments in the lead role, supported by the provincial and federal governments.
Focus is on the following areas:

» Enhancing the asset ownership of the poor by improving access to land,
water and livestock.

¢ Enhancing activities in the non-farm sector, including agro-processing,
provision of agricultural inputs and supply of basic consumer goods and
services,

» identifying new sources of growth that will increase incomes of rural
population.

» Facilitating private sector participation and involvement in value addition of
agricultural products.

« Promoting rural industrialization, inciuding “One Village, One Product”
movement.

» Deepening and intensifying market development, including input, output and
rural financial markets.

« Household food security.

« Provision of rural infrastructure including rurai roads, clean drinking water
supply and sanitation, education and health facilities and village
electrification.

¢ Human capital development.

o Wider participation of rural popufation in the development of their
communities through their own associations/organizations together with local
government.

e Capacity building of rural development institutions.

Review of Program 2006-07

During the financial year 2006-07 an amount of Rs 3703 million including Rs466 million
of foreign aid was allocated in the PSDP for rural development sector, which was mainly
utilized for on going program and some new projects. Out of this Local government &
Rural Development sector was provided an amount of Rs 2640 million, for the Khushal
Pakistan Program (KPP-I), and Pilot Project for Mode! Villages in Pakistan. An amount
of Rs 114 million was allocated for the Agriculture and Area Development Project and
Poppy Growing Area of NWFP. An amount Rs 503 million for T.A for Local
Government Performance Enhancement under Finance Division, and Rs 466 million
was allocated for construction of rural roads, women development and income
generating programs for Islamabad Capital Territory.
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Table 23.1.2 Sectoral Allocation

i FY06-07
Sector |___Rs Million
Local government & Rural Development % 2640
Narcotics Control Division \ 114
Finance Division 503

i

466 |

Interior Division (ICT)

Fig: 23.1.3 Sectoral Allocation

Sectoral Allocation (2006-07)
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Physical Achievements:

During the FY06-07 the physical achievement of the area development projects
includes construction of 12 km black topped roads, 5 dug well schemes and 25 hydel
power stations. Under TA for Local Government Performance Enhancement, 62 rolled
out Technical Investment Proposals (TIPs) and procurement formalities for the
remaining 62 TIPs had been completed. Construction / rehabilitation of 113 km of rural
roads in Islamabad Capita! Territory (ICT) had also been completed.

Program for 2007-08

The proposed program for the FY07-08 amounts to Rs 6.237.3 million including Rs
290 million as foreign aid. Detail of allocation to the different ministries/divisions is as
under:

e Ministry of LG&RD Rs 4547.9 million: Rs 4420 milion for the Khushal
Pakistan Program (KPP-), Rs 102 million for the Pilot Project for Model
Villages, Rs 14~ million for the Physical Resources Development of AHK
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NCRD Phase-li and Rs 12 miliion for the Establishment of Monitoring &
Evaluation Cell.

The Narcotics Control Division Rs 156 million including foreign exchange
component of Rs 90 million.

The Finance Division Rs 292 million including foreign exchange component of
Rs 200 miltion for TA-l for Local Government Performance Enhancement, TA-2
Gender and Governance Mainstreaming and Rs 100 million for the
Reconstruction & Rehabilitation of Earth Quake Affected District Swat.

The Interior Division Rs 1,241 million which also includes Rs 740 million for
Isiamabad Development Package Table 23.1.3 and Fig 23.1.4.

Table: 23.1.3 Rural Development Allocation

[ Ministries FY07-08
Rs Million

Local government & Rural
Develgpment 4,547.9
Narcotics Control Division 156.4
Finance Division 392
interior Division (ICT) 1,241
Total 6,337.3

Fig: 23.1.4 Rural Development

Sectoral Allocation {(2006-07)
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Physical Targets

During FY07-08 the physical targets are:

Narcotics Control Division. Under the area development projects, construct
black topped roads, dug well schemes and hydet power stations, water
resource development schemes, and agriculture related activities etc.

interior Division. Construct / rehabilitate 150 km of rural roads and 15 street
pavement schemes in Islamabad Capital Territory (ICT).

Finance Division. The TA for Local Government Performance Enhancement
has been proposed to complete 131 rolled out Technical Investment
Proposals (TIPs) and formulation of 7" and 8" work plan.
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Major Initiatives

Social Mobilization for Poverty Reduction
Social mobilization is not a new concept. It has emerged from the age-old recognition
that poor men and women have an
inherent will and potential to improve
their conditions if they are provided
the required support and an
enabling environment. in order to
unleash true potential of the people,
especially the poor, the conceptual
package of social mobilization builds
on three elements. Firstly, it requires
that the poor are brought into an
organized fold. secondly, upgrading
the skil base of the poor - i.e.
managerial, productive and
cooperative skills - is essential to
enable them to make the best use of available resources, Generation of capital by the
poor, through the discipfine of savings, is the third important etement of the conceptual
package. Building capital is the key foundation for moving onto the road of self reliance
by the poor.
The presence of a support mechanism is a critical factor in implementing the conceptual
. package, especially as a means for establishing a receiving mechanism at the grass
roots level and facilitating public sector service delivery.

Impact/ Benefit

During the last 25 ysars, the Rural Support Programs in Pakistan have demonstrated
that the application of the conceptual package through a support mechanism results in
sustained incremental improvement in the lives of the Poor. The first of such programs
to be established was the Aga Khan Rurat Support Program (AKRSP) in 1983. The
World Bank Evaluation after first ten years of AKRSP's operations showed doubling of
incomes for the people over this period. Since this success, nine other rural support
programs {(RSP) have replicated this approach in Pakistan. The ten RSPs are
collectively present in 93 districts and 2,663 union councils of the country. Working with
the conceptual package are OVer 1.5 million rural households, organized into 88,267
community organizations, inciuding 33 percent women. A total of 784,746 members
including 35 percent women have been trained in leadership and technical skills for
enhancing income earning opportunities. The organized communities have a combined
saving of Rs 1.5 billion and have received Rs 19.38 bilion as micro-credit with 2
recovery rate of above 97 percent. Organized communities are also operating and
maintaining 66,595 small infrastructure schemes with an investment of Rs 6.5 billion
including minimum 20 percent com munity contribution share in kind or cash. RSPs have
aiso estabiished 1,499 community-managed schools with an enrolment of about 50,000
pupils. In health care, most of the organized communities, especially women members
and children, are benefiting from the preventive primary health care being provided by
11,202 trained traditional birth attendants.

Expansion of Social Mobilization
Ever since the first RSP was established, the coverage of social mobilization in Pakistan

has increased at a phenomenal rate and more so after 1995 and it continues to rise
(see graph). This, however, was only possible due to the Government of Pakistan’s
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recognition of social mobilization as an effective tool for poverty reduction and its seed
funding for setting up three large RSPS (i.e. National Rural Support Program, Punjab
Rural Support Program and Sindh Rural Support Organization) and its ongoing support
through the Pakistan Poverty Alleviation Fund (PPAF). The MTDF (2003-10) and
Supplement to the MTDF clearly place social mobliization as the key approach to
reducing poverty and in meeting the millennium development goals. MTDF recognizes
that, in order to make a significant dent in poverty the coverage of social mobilization
needs to be expanded to benefit all the 7 million poor households.

Being an evolving process, RSPs are now taking social mobilization to the next level for
meeting the chailenge of comprehensive coverage by developing community activists to
cost-effectively take the program to scale and address the issue of poverty. The RSPs
are also exchanging practices and lessons in social mobilization in other parts of South
Asia for expanding coverage. With government remaining committed to the cause of
poverty reduction through social mobilization, there should be a quantum leap in the
coverage of the poor and meeting the MDG goal of reducing poverty in not too distant a
future.

Fig: 23.1.5 Expansion of RSPs in Pakistan
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Khushal Pakistan Program (KPPF)

KPP involves public representatives in identification, management and
implementation of development schemes like construction of roads, electrification,
provision of gas and telephone and other facilities such as health, sanitation, water
supply, education, etc. it was initially launched for a period of two years (Jan 2000-
Dec 2001), but was extended tili the end of EY 2002. The range of financial public
works was from Rs 0.05 million to Rs & million per scheme in rural areas and Rs 0.05
million to Rs 8 million per scheme in urban areas. The Program attempted to involve
local people in identification, management and implementation of small projects and
inculcates a spirit of ownership. The funds were to be spent on productive purposes
and not as administrative expenditure. Large number of farm to market roads, water
supply schemes and schools were constructed or renovated. The Program provided
job opportunities to around 2 million people. An amount of about Rs 36 billion was
spent on this Program in two years time.
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Khushal Pakistan Program-l (KPP-I)

It is based on the need to focus on people and their needs By involving national,
provincial and local representatives of the people in planning process. Launched in
2003, the program, earlier named as Tameer-e-Pakistan, covers schemes related to
sectors such as gas, electricity, roads, telecommunication, education, health,
sanitation and water supply. The Program will cover essential infrastructure at the
village, union , tehsil and district level; basic education and health; support for
creating entrepreneurial and employment capacity; and support for creating direct
employment. Federal Government has allocated Rs 4.42 billion for the financial year
2006-2007.

Under this Program Rs 11,905.8 Million have been disbursed to Executing Agencies
in the Federal/Provincial/District Governments for executing 23,475 schemes in
approved sectors. So far 16,995 schemes have been completed. Detail is presented

in Tables 23.1.4 and 23.1.5.
Table: 23.1.4 Agency Wise Funds Released Under KPP-1 2002-2007
No. of Schemes No. of J i
Agency Schemes Funds Released Completed Cr:ategb P;é)nuel?iifdn

WAPDA 11010 4591.75 8808 - 1429714
P.W.D 6856 4309.99 5708 4726642 66832994
D.C.QO/Prov.
Govt. 3504 1596.91 1289 194657 4615271
SNGPL 448 772.46 349 281593 844816
Political Agent 1451 387.98 706 163778 577516
iAgri. Engr.
Dept. 38 60.85 3 3000 53033
KESCO 31 37.05 29 - 16260
Cantonment
Board 17 3168 1 100 20000
Telephone 43 2367 43 51 67550
LG & RD Dept. 16 9.90 10 256 4935
MISC./DEV. i ) i
Authority et 6 8.83
|Grand Totai:- 23475 11905.80 16995 5384667 74364956 |

Table 23.1.5 Province Wise Funds Released {Under KPP-1)

PROVINCE No. of Schemes Funds Released
PUNJAB 10759 6234.58
SINDH 3121 2548.82
N.W.F.P 5517 1584.14
BALOCHISTAN 1436 771.24
FATA 2436 644.79
ISLAMABAD 206 19223
Grand Total:- 23475 11905.80
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23.1 Drought Recovery Assistance Program
Introduction

Pakistan is a “water stress country” since it lies in sub-tropical arid to semi-arid
zone. The intensity of drought is mainly controlled by the E/-Nino phenomenon, which
causes intense heat and minimal summer rains, resulting in decreased river and
canal flows and the La-Nina which disturbs winter rains. Both the phenomena may
recur every 5-7 years with greater severity and longer period.

The normal rainfall for Pakistan has been estimated at 277.8 mm — a level which was
recorded in 1998. Thereafter, the rainfall was 13.2 percent less than the norm in
1999 and 42 percent lower in 2002. Some improvement was observed in 2003 and
winter 2005 but again it dropped to 41.9 percent below the norm in winter 2006
(Annex 23.1). The water situation is quite serious for Pakistan as during the last 12
years, the water shortage was experienced for 7 Kharif crops and 10 Rabi crops. The
Rabi crops were drastically affected during 2000-06 as shortage of water ranged 13
per cent to 49 per cent {Annex 23.2).

Box 23.2.1 Adverse Effects of Flood and Water Shortage j

|

Untimety rains are unfriendly phenomena for crops as it harms the infrastructure, damages |

i the land resources, disturbs the water resources and affects the fertility and output of land

and productive resources, as such excess rains/snowfall, no rains/ snowfall are disastrous

types of generated drought. The acute shortage of river flow coupled with meteorological
drought resuited in:-

a. Reduction of net area sown by 6 per cent [ from 16.49 million hectares in 1996-98 to
15.54 million hectares in 2004-05] .
b. About 1.42 million hectares area once under plough was not sown during the last 4

crops as current fallow increased from 5.19 million hectare in 1995-96 to 6.61 million
hectares in 2004-05. .
C. Around 9 million hectares farm area which was fit for cultivation could not be cropped
during the year under reference nor in the year before that. Thus, it was classified as
culturable waste. |
d. The area decreased in case Of masoor by 33 per cent, dry pease 41 per cent and \
mong 34 per cent. HOwever, decrease in area under gram fluctuated between 2-20 ‘
per cent during 1995-96 to 2004-05. ‘r
e. Decrease in area under soyabeen was 85 per cent, caster seed 73 per cent, finseed ,
38 per cent, sesamum 27 per cent and rape seed and mustard 20 per cent during the
same period.
f. Low cropping intensity i.e. 70 per cent.

To address the issue, Drought Emergency Relief Assistance Program (DERA) was
launched in Oct, 2002 with invesiment outlay of US$ 160 million which was further
enhanced to US$ 180 million due to strengthening of SDR against US$. During
DERA-! period 2730 demand driven schemes were implemented. Out of which 2711
schemes (99 per cent) were completed. An amount of Rs 10377 million was released
against which an expenditure of Rs 10,100 million was incurred which was S§7per
cent of the releases. In addition 608 schemes costing Rs 760 million were completed
in Balochistan under the Prime Minister Special Drought Package (PMSDP-I).

The strategic framework of the program mainly covers the following:-
. Mitigating the effects of drought
. Supplement poverty alleviation
. Capacity building
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. Effective monitoring & evaluation system
. Transparent Financial Management System (FMS)
. Decentralization through devolution

The execution of labour intensive public works generated short-term employment of
350,000 man-months that not only helped in revival of economic activities but also
supplemented poverty reduction efforts of government and drought affected areas.
Besides valuable assets were created in the drought affected areas of the provinces
as well as FATA that are reflected in Annex 23.3. To ensure quality and timely
execution of schemes, 43 per cent schemes in 67 districts were inspected and 159
reports generated which were shared with the stakeholders for remedial measures.
DERA is a phased program. SO far its first phase has been completed whereas; its
second phase is currently undet execution.

Drought Recovery Assistance Program Project (DRAPP/DERA-I)

Due to adverse weather conditions; limited coverage under phase-l and emphatic
demand of the provinces, second phase of Drought Recovery Assistance Program
Project (DRAPP) costing Rs 30,000 milfion was launched in ail the provinces, AJ&K,
FATA, FANA and ICT for mitigation of drought effects through development of
essential infrastructure for conservation and management of water as well as related
activities. Ultimately, it would generate employment and promote sustainable
production of food, cash crops, fodder, wool, meat and hides, which would
consequently lower the incidence of poverty.

Strategy for Drapp (Dera-ii}

The proven strategy of phase-1 would be replicated during phase-Il for identification,
formulation and implementation of community demand driven schemes, upiront
release of funds, effective field monitoring of the program by the provincial as well as
Federal DERA Unit, concurrent audit and its follow-up for transparent implementation

of the program. Modus Operandi of DRAPP is summarized in Table23.2.1.

Table 23.2.1 Modus Operandi for DRAPP

—

i Activities [ Responsibilities l
‘{ » |dentification of schemes Cormmunities/ Citizen Community Board {CCBs) &
i local leadership i
If . Scheme formulation on revised PC-i form E Line Depariments |
l i

{mandatary)
— 1
« Schemes Clearance/a roval {(mandatory) '
1st step District Drought Assistance Coordination i
. Commitiee (DDACC)

1 2nd step Provincial/Areas/Regional Steering Committees :
I {PSC/ASC/RSC) i
’ Final step [ Federal Steering Committee (FSC) ]
h Secretariat Services, release of funds, T- PIU at Provinces/Area level i
i coordination, monitoring & evaluation etc. « Federal DERA Unit at federal level

l « !mplementation of schemes | Respective line depariments
e O&M — 1 Communities/TMAs in general. However, schemes '
‘l viz small dams, roads will be maintained by
‘ #Irespective district governments/departments.
i « Completion and Performance Reports on k PiUs of respective Provinces/Areas etc. L
! PCIV & V forms (mandatory) | ‘

i
J—
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Implementation Status

The following steps for effective implementation of DRAPP have been taken during

the year 2006-07- i

. The drought affected districts have been identified and notified,

. Necessary committees i.e. District Drought Assistance Coordination Committee
(DDACC); Provincial/Areas/Regional Steering Committees (PSC/ASC/RSC)
and Federal Steering Committee (FSC) have been constituted, notified and are
functional.

. Financial Management System has been developed.

. Selection criteria for identification of demand driven schemes, their processing
till approval has been developed and is in practice.

. Training workshops are being scheduled in each Province/Area/Agency for
imparting training to the employees of the fine departments.

Unfortunately, DRAPP/DERA-I could not maintain its momentum due to resource
constraints. Funds to the tune of Rs 2 billion were provided in year 2006-07 which
have been released to the provinces for implementation of the schemes.

All the stakeholders submitted a large portfolio of schemes which was curtailed to
adjust within the available funds. The Federal Steering Committee (FSC), therefore,
considered 664 schemes costing Rs 2213 million. Province-wise details are given in
Table 23.2.2.

Table 23.2.2 Province-wise Number of Schemes with Cost

{Rs million)

Province : No. Cost
Balochistan 225 388
Sindh 172 335
Punjab* 96 391
NWFP* 134 . 97T
FATA 17 ‘ 42
AJEK 15 65
ICT 5 ! 15

Total ; 664 | 2213

*

Including special dispensation of Rs 107 million for Punjab and NWFP
** |ncluding cost of Rs 277 million for Bargunatu Dam and 3 schemes on
special dispensation.

The implementation of the above mentioned schemes was initiated by the FATA,
FANA, AJ&K and ICT during 2006-07. It will remain in progress during 2007-08. An
amount of Rs 2 billion has been allocated for the year 2007-08 to implement these
schemes. The portfolio will be finalized during the quarter ending 30" September,
2007. The Project Implementation Units (PIUs) have been established at all levels.
Federal DERA Unit (FDU), Planning and Development Division will continue
extending secretariat services for Federal Steering Committee on drought mitigation.
An amount of Rs 48 million has been aliocated in the PSDP 2007-08 for the FDU.

Prime Minister's Special Drought Package-ll, Balochistan
in addition, upfront amount of Rs 1000 million was released for implementation of the

Prime Minister's Special Drought Package-lt in Balochistan. Under the program 162
schemes were implemented out of which 12 schemes have been completed utilizing
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Rs 661 million, showing 66per cent progress. Out of balance amount 150 schemes
are at various stages of implementation. The heavy snowfall and poor
implementation capacity of the concerned departments has slowed progress of the
program.

Under the program 56,198 ruminants were distributed in 2005-06 and
procurement/distribution of 69,136 ruminants is under progress during the FY 2006-
07. The program envisaged restocking of 46,415 small ruminants through re-cycling
progeny of already distributed ruminants during FY 2007-08.

Monitoring and Evaluation

The monitoring and evaluation of the schemes on the spot is of vital importance and
proved catalyst in success of DERA-I and Prime Minister Special Drought Packages
for Balochistan. The monitoring wing of the Federal DERA Unit has already
monitored 60 schemes under the PM's Packages during the FY 2006-07 and findings
were shared with the concerned stakeholders for remedialicorrective measures. It is
envisaged that 20 per cent schemes would be monitored during FY 2007-08.
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23.2 Special Areas

It is the Government’s policy to pay focused attention to the Iess developed areas
that lag behind in terms of incomes and availability of public infrastructure and
services. The Special Areas include Azad Jammu & Kashmir (AJ&K), Northern Areas
(NA) and Federally Administrative Tribal Areas (FATA).

Policy for Special Areas

The essential policy measure for the socio-economic uplift of special areas is to
ensure a stable and peaceful environment, with emphasis on the law and order
situation in FATA & Balochistan and provision of social and physical infrastructure
(including rural roads drinking water and sanitation, education and health facilities.
Similarly, employment opportunities and income generating activities are being
enhanced through sustainable development measures.

Strategy

It is planned to rationalize resource allocations in order to have maximum impact on
these areas. The priority sectors for investment include education, forestry,
horticuiture, mineral resources, communications, and electrification. The main
features of the strategy are:

« Introducing policy and program interventions to enhance employment and
incomes and increasing ownership of assets.

o Adopting an integrated area based multi-sectoral approach for accelerated
provision of social and physical infrastructure (including roads, drinking water
and sanitation, electrification, education, and health facilities), to bring them at
par with the rest of the country.

+ Undertaking programs emphasizing use of labor-intensive methods;
community mobilization at grassroots level; use of demand driven approaches
and minimization of the impact of drought in drought prone areas.

o Emphasizing primary and secondary education, while also redressing gender
imbalance.

« Reafforesting of denuded hills, particularly through drought resistant fast
growing and non-grazable species in social forestry program.

» Exploring public private-partnerships.

Review of Program 2006-07

During financial year 2006-07 an amount of Rs 16190 million including Rs1076.00
million foreign aid, showing an increase of 23 percent over the PSDP  2005-06
allocations, was allocated for the development of less developed and Special Areas
(AJ&K, NA & FATA}. Out of this an amount of Rs 6200 miflion was allocated for
FATA, Rs 6000 million for AJ&K and Rs 3990 million for Northern Areas.
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Program for 2007-08

For the proposed program for the development of Special Areas in PSDP 2007-08 an
amount of Rs 19500 million including foreign aid of Rs 1078 million as a block
allocation has been proposed showing an increase of 8.1 % percent over the PSDP
2006-07 allocation. Out of this an amount of Rs 7200 million will be allocated for
FATA, Rs7800 million for AJ&K and Rs 4500 million for Northern Area.

The block allocations given in the following tables and graphs show a consistent rise.
The block aliocations for the financial year 2007-08 have also been increased.

Table: 23.3.1 Allocations for Special Areas

Rs Bin)
YEAR AJ&K FATA NA | TOTAL
2000-01 212 0.87 0.97 3.96
2001-02 2.58 1.03 1.22 4.83
2002-03 3.3 1.98 2.18 7.46
2003-04 4.01 3.2 2.4 0.61
2004-05 4.46 4 2.77 11.23
2005-06 5.1 5.15 3.39 13.64
2006-07 B8 6.2 4.01 16.21
2007-08 7.8 7.2 4.5 19.5
Fig: 23.31 Allocations for Special Areas
2001-2008
Block Allocation for Special Areas
25
20
=15
2
=10
1=
0 . ' . : . ;

2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2067-08
Years ]
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Fig: 23.3.2 Allocations by Special Areas

2007-08

NA, 4.5, 23%

FATA 7.2.37%

Block Allocations for Special Areas (2007-08}
{Rs in billion)

AJBK, 7.8, 40%

0O AJ&K
H FATA
0O NA

Federally Administrated Tribal Areas (Fata)

FATA consists of seven Agencies namely Bajaur, Mohamand, Khyber, Orakzai,
Kurram, North Waziristan and South Waziristan and six provincially Administered
Frontier Regions attached to Peshawar, Kohat, Bannu, D.I. Khan, Tank and Lakki
Murwat Districts of NWFP. These areas, with an estimated population of 3.69 million
and an area of 27220 square kilometers, lie along the 1500 kilometers long border
with Afghanistan called the Durand Line. Recently many of these areas have been
opened up peacefully. However development indicators in these areas are low and
major efforts are under way to assimilate them in the mainstream of socio- economic
activities of Pakistan. The total block aliocation for FATA has increased from Rs 0.87
billion in 2000-01 to Rs 7.2 billion in 2007-08 as shown in the graph. This significant
rise in the total biock allocation is meant to improve socio-economic conditions and

reap maximum benefits

Allocation Trends of Fata

(Rs in billion)
YEARS |
FATA % Change

2000-01 0.87 0.00
2001-02 1.03 19.08
2002-03 1.98 92,62
2003-04 3.2 61.29
2004-05 4.00 25.00
2005-06 5.15 28.75
2006-07 6.2 20.39
2007-08 7.2 16.12
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comparison of vear wise allocation for FATA
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Fata Sustainable Development Plan (SDP)

Communication networks and the electronic media have begun to reach the more
inaccessible parts of FATA. Further opening up is warranted.

The FATA Sustainable Development Plan (SDP) is a step in this direction. It aims 10
bridge the development gap. The SDP has been approved after discussion in
Pakistan Development Forum. The total cost of the plan has been estimated at Rs
124.108 billion out of which Rs 60.00 biilion and Rs 3.60 billion will be financed
by GOP and Foreign Aid respectively. The remaining will be part of the unfunded
financial portfolio. The plan is expected to be implemented in a period of nine years
(2006-2015).

The SDP aims to steer development planning in a new direction, focusing on the
people at the grassroots tevel. It identifies the people as the focus of development. it
explores options 10 improve institutional and financial capacities, and 10 expand and
diversify available economic opportunities. 1t also provides a monitoring and
evaluation framework 10 support, assess and strengthen development initiatives.

Azad Jammu & Kashmir (AJK)

Azad Jammu and Kashmir with a total area of 13297 Sq KM and a population of 3.65
miflion is predominantly rural (rural urban ratio of 88:12).

The totat block allocation for AJK has increased from Rs 2 12 billion in 2000-01to  Rs
7.8 billion in 2007-08 as shown in the graph. This significant rise in the total block
allocation is meant to improve socio-economic conditions and reap maximum benefits.
Following the devastating earthquake of October g 2005, the reconstruction and
rehabilitation process in the quake affected areas was taken-up in right earnest.
Significant amounts have been earmarked for the reconstruction of infrastructureé and
rehabilitation of quake victims.
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Allocation Trends of AJ&K

(Rs in Billion)
YEARS
AJ&K % Change
2000-01 2.12 0.00
2001-02 2.58 21.70
2002-03 3.3 27.91
2003-04 4.01 21.52
2004-05 4.46 11.22
2005-06 5.1 14.35
2006-07 6.0 17.65
2007-08 7.8 13.33

Comparison of Year wise allocation for AJEK

Rs. in Billion
IS

1.5 - . J

2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 200607 2007-08

Years

Northern Areas

The Northermn Areas of Pakistan are spread over 72,496 sq km, with a population of
0.87 million. A targe part of the population {80%) is engaged in agriculture. Only 2%
of the land is cultivable, 4% is natural forest and 52% rangeland. The cultivation of
fruit trees is important, particularly in the valleys. Fruits, such as apricots, almonds,
pomegranate, grapes, peaches and mulberry, are not only a source of food but also
earn cash. There is a growing service sector particularly in transportation, tourism
and trading. The major potential for development in the Northern Areas is in the hydel
power generation from River Indus and its tributaries. Minerals, cross border trade
and tourism are also important.

The total block allocation for Northern Areas has increased from Rs 0.79 billion in 2000-
01 to Rs 4.5 billion in 2007-08 as shown in the graph
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Allocation Trends of Northern Ares

‘Rs In Billion)
| _
'!f Years NA " % Change ]
: 2000-01 0.97 .00 \
2001-02 1.22 2577
|ﬁ 2002-03 2.18 78.69
2003-04 2.40 10.09
2004-05 277 15.42
2005-06 3.39 02.38
2006-07 4.01 18.29
2007-08 4.50 12.21
- - I
Comparison of Year wise allocation 1_
for Northern Areas ﬁ
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s |
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Annex 23.1
Deviation of Area Weighted Rainfall (Pakistan)
(MM)
M Pakistan
(Normal = 277.8 MM)
Year Rainfalt ercent of
(Annual AWR P DAWR
Normal)
1994 277.8 441.2 58.8
1995 277.8 353.3 29.0
1996 277.8 299.1 7.7
1997 277.8 429.1 54.5
1998 277.8 277.8 0.0
1999 277.8 231.0 -13.2
2000 277.8 189.6 -31.8
2001 277.8 223.7 -19.5
2002 277.8 161.0 -42.0
(Seasonal
Normai)
Winter 2003 70.50 87.70 23.40
Monsoon 2003 137.50 203.50 48.00
Winter 2004 70.50 41.45 -41.20
Monsoon 2004 137.50 84.29 -38.70
Winter 2005 70.50 156.30 121.70
Monsoon 2005 137.50 116.74 -15.10
Winter 2006 70.50 40.96 -41.90
Monsoon 2006 137.50 511.50 272.00
January and 1st weak of February
remained comparatively dry. Rest of the
February, March and April 2007 received
more rains which delayed harvesting of
{ Winter 2007 wheat and gram crops.

Winter : (Jan-March)

Monsoon (July-Sept)

Source: Pakistan Met Office, Islamabad
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Annex 23.2
Post IRSA Shortage of Water
(MAF
Kharif (April-Sep) [ Rabi (1st Oct-31st March)
Actual Difference | l Actual | :
Actual I Actual Difference
Wwithdrawal Avggage per Year NWﬁhdrawaI Avsrage per
e MAF | cent S | MAF | cent
- 1994~
1994 55.9 67.11 1121 -7 95 35.87 3629 -052 -
1995- %
1995 61.45 67.11 -5.66 -8 96 38.05 36.39 1.66 5 |
1996- |
1996 70.72 67.11 381 5 97 37.18 3639 079 2
1997- .
1997 65.58 67.11 -1.53 -2 98 34.43 3639 -195 -5 |
1998-
1998 69.40 67411 2290 3 a9 35.59 3633 -080 -2
$999-
1099 70.84 67.11  3.73 6 00 30.05 3639 -6.34 -17
2000- .
2000 50.66 6711 -7.44 -11 ot 21.40 3539 1499  -41
- 2001- .
2001 54.72 67.41 1239 -18 02 18.43 %39 1796 49 |
2002- -
2002 62.84 67.11 427 6 03 25.01 3639 11.38  -31
2003-
2003 65.95 67.11 -1.16 -2 04 31.55 3639 -4.83 -13
2004- -
2004 50.12 67.11 -7.99 -2 05 20.97 36.39 1542 -42
2005-
2005 70.76 67.11  3.65 5 06 30.06 36.30 -6.33 -17
2006- .
P00G 6710 6711 ) ) o7 31.58 3630 -481 -13
Averagel 59.57 67.11 | -7.54 | -11 | 27.87 36.39 | -8.52 | -23
* Forecast :
Source: Indus River System Authority, Ministry of Water and Power,
Islamabad
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Annex 23.3
DRAPP: Assets Created
{Numbers)

S. Sector DERA-l | PMSDP-l | Total I
No. ! ;
1| Tube Wells 2952 11 2963 |
2 | Windmills 220 26 236 |
3 | Hand Pumps 600 18 618 |

4 Small Dams/Storage Reservoirs, 100 07 107

Check/Delay Action Dams

5 Ponds/Diggies 711 81 792

6 Irrigation Channels/Watercourses Improved 1669 74 1743

7 Dug Wells 195 03 198

8 Karezes 1344 14 1358

9 Bridges 19 - 19

10 | Rod Khoi/Protection Bund 27 02 29
| 11 BHUs & MCH Centers/Dispensaries 58 - 58
i [Rehabilitated/newly constructed] 1
| 12 | Veterinary Centers/Cattie Farms 87 - 87 |
! 13 | Flood Channels 52 55 107 ¢
! 14 | Roads [Rehabilitated/newly constructed] 1984 - 1984 |
| (KM) ]

Source: Provincial Government and FATA
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There is increasing awareness in Pakistan that pursuit of growth and development
has placed a heavy burden on environmental resources. The objective of the MTDF
is to establish a just and sustainable economic system and achieving Millennium
Development Goals. Over the last decade, significant progress has been made in
developing the environmental policy and regulatory framework, development of
environmental institutions and raising awareness. The degradation of environment,
however, continues at a rate, affecting tivelihoods and health as well as increasing
vulnerability of the poor to disasters and environment-related conflicts. The current
cost of environmental degradation is considerably higher. An assessment by the
World Bank in 1995 estimated the total cost of remediation at 2.6 percent of the
GDP.

Poliution of air and water, climate change, ozone depletion, deforestation,
desertification and vanishing biodiversity land degradation, lack of waste
management, lack of urban land use planning and zoning, has resulted in ecological
imbalance, threatening life and civilization. The environment does not exist in
O e Boxaed

Issues in the Environment Sector
saectors whose
development impacts
the environment.
These sectors come
under the purview of

Forest cover needs to be increased
Desertification has affected 43 million hectares land
Marine environment is severely poliuted by discharge

different  Ministries. of industrial and domaestic sewage.

For countries like e Majority of population is exposed to hazards of
Pakistan, such drinking unsafe and poliuted water.

integration is difficult, * About 50 percent population does not have access to
as the socio- adequate sanitation, while only 60 percent of urban
economic costs of solid waste is collected.

replenishment of e Excessive use of pesticides has adversely affected
ecology are not fully biomass and agriculture iand.

appreciated. But s Energy efficiency needs io be enhanced, with focus
these upfront on conservation measures.

initiatives are i
imperative and if left unattended, can jeopardize the long-term weifare of our society.
Major issues that Pakistan is confronted with in Environment Sector are given in the
8ox 24.1 whereas the environment indicators for 2004-05, MTDF targets for 2005-10
and MDGs targets for 2015 are reflected in Tabie 24.1.
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Table 24.1 Environmental Indicators and targets under MTDF 2005-10

and MDGs
Environmental Indicators 2004.05 2009-10 2015
MTDF MDG
Targets Targets

]

Forest cover including State and 4.9 l 5.2 6.0
private forests/farmlands (%age of . | \
total land area ' l 1
Area protected for conservation of \ 11.3 l 116 | 120 “
wildlife (as %age of total area) | | :
GDP (at constant factor cost in Rs) 27,000 \ 27,600 28,000 j
per unit of energy use as a proxy for i
energy efficienc | ‘
Energy production from renewable 17 MW ‘ 880 MW -- T
forms of energy (wind, solar, ) L
No. of petrol & diesel vehicles using ‘ 380,000 f 800,000 ‘ 920,000 |
CNG fuel 1 _"1
Access to sanitation (national) % 42 \ 50 90 |
Access to clean water (national) % 65 76 03 }
Cloan Drinking Water for All (%) | 10 [ 100 100 |
No of industries registered for seif 30 l 300 -
monitoring/reporting program |
Number of continuous air pollution \ 0 l 4 - !
monitoring stations ‘
%age of Sulphur (by wt.) in high | 1 ‘ 0.5 ‘ 0.5t00.25 |
speed diesel | B
11 l Number of regional offices of l 0 ) 8 16
\ Environmental Protection Agencies ~ 1
( 12 | Consumption/import of ozone - ‘ 1 5
depleting substances in metric tons: | é
| CFC T 8397 | 0 -
| Halons \ 2.3 | 0 -
| Solvents/CTC \ 56. 1 0 —
713 | Sanitary landfill in major cities 1 0 2 \ —-
Fdf Functional Environment Tribunals I 2 4 | -
15 [ Improvement of Katchi \ 60 \ 75 » 95 !
Abadis/Siums % ]

Source: MTDF 2005-10

Integration of social and environmental

considerations into the development

processes of all the sectors of economy, in a holistic manner, is essential to achieve

positive environmental outcomes.

Strategic Environmental

Assessment in

development planning process is, therefore, a pre-requisite for integration of
environment at policy, planning and program level of difference sectors.

The Vision 2030 for environment conservation and management aims for equitable
sharing of environmental benefits, increasing community management of national
resources, and integrating environmental issues into socio-economic planning to
achieve sustainable development. Basic goals for Environment under Vision 2030

are discussed in Box 24.2
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Particular focus would be on energy conservation and increasing generation through
renewabie forms of energy. Environmental assessments, accounting and information
management tools would be incorporated in the decision-making processes.

Global change, especially in biophysical environment, is impacting the lives of all
inhabitants. Recent data reveals that 1990s was the warmest decade, and 1998 was
the warmest year.

In our region, the monsoon
season has been shifting Box 24.2
both in intensity and time

resulting in heavy losses to Vision 2030 Basic Goals for Environment &
national economies. Sustainabie Development

Therefore, comprehensive | Major strategies will be advocacy, conservation,
and careful research studies | reforestation, and alternative fuels:

are needed to understand e ‘“Catch them young”; this will be attained
the nature and the extent of through greater awareness Programs for
this climatic change and young people in the schools

develop plants and animals e Strict enforcement of environmental and
types and farming systems, poliution  standards; persistent  organic

pollutants will be banned
¢ Doubling of forest cover to & percent by 2030
through better watershed management and
planting campaigns.

which are less vulnerable to
such climatic changes.

M.Odels show that Pakistan ® Encouraging forest -based industry through
will grow warmer by 1.0 fast growing species for timber, fuel, pulp and
degree C by 2030. This may other products will be used to manage forests
require extra water for and rangetands. This will be especially
wheat. We will also need applicable in saline affected areas where salt
wheat varieties which are tolerant crops can be grown for fodder and
more drought as well as bio-fuels.

more flood resistant. On the ¢ Introduction of urban public transport with

CNG as fuel to reduce air pollufion.

whole, wheat yield is likely to

go up, even though its geographical distribution wilt change, while rice will not be
affected.

Initially, we also expect more waters in our rivers because of greater melting of
glaciers, suggesting benefit of greater water storage schemes for this bonus period of
next 25 — 30 years.

Review of PSDP 2006-07

During the 2™ year of implementation of Medium Term Development Framework
(MTDF) 2005-10, Environment Sector received an unprecedented higher priority in
the national development. The Federal PSDP 2006-07 included an allocation of Rs
6000 million for the Environment Sector compared with Rs 3075 million in the
previous year 1o realize the objectives and targets set forth in the MTDF. Qverall
expenditure up to June 2007 is expected to be Rs 5000 million, giving a utilization of
83 percent. Under-utilization is attributed inter-alia, to the delayed and slow progress
on Ciean Drinking Water Projects, delayed approval of projects, late release of funds;
and slow implementation of the approved projects.

During the period, some 52 projects were under implementation in the Environment
Sector, which include one project each sponsored by the Ministries of Water and
Power, KANA, SUPARCO and Interior; and two projects by the Defence Division, two
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projects by Ministry of Industiries, production and Special Initiatives, while the
Ministry of Environment sponsored 44 projects. Salient features of the major areas of
concentration in the Environment Sector are discussed in the following paragraphs.

Capacity Building

Lack of capacity was recog nized as the major hurdle in the way of efficient realization
of environmental objectives in the MTDF 2005-10. Hence, capacity building of the
environment related institutions and other functionaries involved in the policy making,
planning and law enforcement has been carried out by different agencies in
respective sub-sectoral areas. This includes M/io Environment, Pakistan
Environmental Protection Agency, ENERCON and P&D Division (Environment
Section). Establishment of Project Planning & Monitoring Cell; Bio-safety Centre:
Establishment of pak-Environment Protection Agency Marine Water Pollution
Monitoring Centre; strengthening of Forest Products Research; Activity Based
Capacity Development Project; Establishment  of Multilateral Environmental
Agreements (MEAS) Secretariat; and National Conservation Strategy Resource
Centre in Ministry of Environment. These activities helped strengthen the
environmental institutions with improved capacities. Besides, the Biodiversity Action
Plan is also under implementation focusing on capacity development for bipdiversity
(flora & fauna) conservation.

Clean Drinking Water for All

Clean Drinking Water for All Program, for providing safe drinking water to the entire
population of the country continued in 2006-07. In this connection, an allocation of Rs
45 million was made under the project called “ Clean Drinking Water Initialive” 10
install one water purification plant (WPP) in each Tehsil of Pakistan, AJK, NAs, and
FATA. The plants included five different packages depending upon factors such as
the source of water and population. About 445 WPPs were completed by the end of
2006, whereas, work on another 100 WPP is underway. These would be
compieted!commissioned py June 2007. Under the second project called “ Ciean
Drinking Water for AlP, Rs 4000 million were allocated to install one WPP in each
Union Council of Pakistan, AJK, NAs, and FATA. A lot of spadework {such as
approval of umbrella PC-1, mechanism to implement, and provincial shares and
responsibilities) has pbeen completed. By May 2007 Rs 2500 million have been
utifized under CDWA. However, progress on this project is slow. Recently the project
cost has been revised and completion period has been extended to March 2008.

Forestry, Biodiversity and Watershed Management

The Project «“Environment Rehabilitation and Poverty Reduction through Participatory
Watershed Management in Tarbela Reservoir Catchment Area" is under
implementation. The main objectives are to reduce sediment load, create
employment opportunities, alleviate poverty and rehabilitate the degraded land
resources. During the year, an expenditure of Rs 120 million was incurred, against
Rs120 million allocation on raising of nurseries and plantation, construction of check
dams, soil conservation, establishment of community organizations and terracing.

Program for Mountain Areas Conservation approved by the CDWP in April 2006
remains under implementation by Ministry of Environment, with altocation of Rs 55
million. The program is focusing on conservation of mountain biodiversity through
involvement of local communities.

Rachna Doab Afforestation Proiect was completed at a cost of Rs 485 million. During
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the period under review, an expenditure of Rs11 million has been incurred as
recurring cost to maintain block afforestation and linear plantation carried out during
the last 2-3 years of project.

The Ministry of Water & Power is implementing the "Mangla Watershed Management
Project” at a total cost of Rs169 million. An expenditure of Rs34 million was incurred
on about 4500 acres of afforestation and survey/planning of 6052 sq. miles.

The Project of "Poverty Reduction through Participatory Watershed Development in
AJK", costing Rs 475 million was approved to treat catchment areas of Mangla
Reservoir as well as to alieviate poverty in AJK, and Rs119 million spent to start
watershed management activities.

Several projects are under implementation to protect and conserve the natural
resources and increase the biodiversity. These include district projects for
improvement of urban environment of Hazro, Chakwal, Rawalpindi, improvement of
indigenous and medicinal plants, improvement of National Parks (Cherat, Ayubia,
Khunjerab), Protected Areas Management and watershed rehabiiitation &
management projects in NWFP and AJK

Clean Air Initiative

The Project for “Establishment of Environmental Monitoring System”, which would be
completed next year has made substantial progress. Rs 580 million were spent this
year on purchase of equipment, astablishment of mobile laboratories for monitoring
and installation of equipments.

Meteorology /Climatology

The National Center for Drought/Early Warning System and Up-
gradation/Strengthening of Seismic Network projects are under execution by the
Pakistan Meteorological Department (PMD) at an estimated cost of Rs 358 million.
During the period under review, an expenditure of Rs 139 million has been incurred
on construction of building and purchase of equipment. Besides, the Climate Change
Studies Center (GCISC), under the Pakistan Atomic Energy Commission, spent Rs
30 million to carry out climate change studies.

PROGRAMS FOR 2007-08

An estimated aliocation of about Rs 8.6 billion has been made in the Public Sector
Development Program 2007-08 for Environment Sector projects. In addition,
allocation of at least Rs1.5 billion would be made in the Provincial ADPs for the
sector. The sectoral activities during 2007-08 will contribute towards achievement of
the MTDE/MDG 2005-10 targets. The implementation programs and details of the
major programs/projects to be executed in 2007-08 are discussed as follows:

a) Clean Drinking Water for All

An allocation of Rs 6500 million has been made in 2007-08, under Federal PSDP for
implementing Clean Drinking Water for All Program by Ministry of industries,
Production and Special Initiatives. Under this program, one water purification filtration
plant would be installed in each Union Council of Pakistan, AJK, NAs & FATA by
March 2008. By December 2007, 450 plants under the Clean Drinking Water
Initiatives have been installed. While under the Clean Drinking Water for All Program
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total 6035 plants would be
installed by March 2008
Salient features of the Water
Purification Plant Packages
are presented in the Box 24.3.

Capacity Building

Capacity  building of the
environment related
institutions and other

functionaries involved in the
policy making, planning and
law enforcement would be
continued by different
agencies in respective sub-
sectoral areas. This includes
M/o Environment, Pakistan
Environmentat Protection
Agency, ENERCON and P&D
Division. Capacity building
projects started last year will
build upon their earlier
achievements.

—7—

Box 24.3
Water Purification Plant Packages

Package A. At places where source of water is tube
well operated by WASA, City/Tehsil Government or
any Development Agency and there is no facility of
any storage from where the water could be pulied out.
There will be provision of overhead tank in the case.
Package B: At places where source of waler is a
storage facility {over head tank) operated by the
WASA, City/Tehsit Government or any Development
Agency.

Package C: Af places where source of waier is neither
a tube well nor any facility for storage is available in
shape of overhead tanks. In ihis case a deep well will
have to be bored to obtain water.

Package D: At places where the source water contain
high concentrations of Nitrates/Nitrites/Calcium  or
Magnesium, & Nitrate Chamber-Water Softener
chamber will have t0 be pravided in assembly line.
Package E: At places where sources of watar are high
in Argenic/heavy metalsiorganic pollutants or any
other contaminants for which an additional treatment
technology is required.

L

Reference PC- for CDWA

Forestry, biodiversity and watershed and Water Bodies

Forestry and Biodiversity will r

emain one of the major components during 2007-08.

Under the guidance of Planning Commission, Ministry of Environment has come up
with the Forestry Mega Projects costing 14 million rupees in next 5 years.

Air Pollution and Ctimate Change

Establishment of Environmental Monitoring System project got on track and would be
completed this year to install air pollution monitoring laboratories in the major cities.
SUPARCO is carrying out study of fog/aerosoal transport pattem and its impact on
agricufture, health, etc., and identification of mitigation measures by Space & Upper

Atmosphere Research Commission
Center, Ministry of Environment
change impacts for Pakistan and

(SUPARCQ). Global Change Impact Study
would carryout studies and analysis for climate
identify mitigation measures. National Center for

Drought Monitoring and Early Warning System and Establishment of Seismic

Network in Pakistan under the PMD would be
would be coordinated for better
calamities. Damages Control th
Ravi near Lahore and Environmental improvement of Swat

strengthened and activities started
preparedness to meet the challenges of natural
rough Environmental Improvement of Polluted River
River under Ministry of

Environment will be helpful in reducing water bodies pollution in these two heavily

polluted rivers im pacting

lives of the people living nearby and contaminating down

strearm water and agricultural resources. These two projects would act as pilots for
cleaning other water bodies in the country.
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Good Governance

Chapter

25 .

Governance

The issue of governance has emerged as the priority area of government’s reform
agenda. Governance reforms have been undertaken to overcome inefficiencies
effecting implementation of development activities in the country. The main objective
of these reform measures relates to provision of conducive political, legal and
economic environment for building individual and national capabilities and creation of
opportunities for the people to strengthen their participation in economic, social and
political activities. The Medium Term Development Framework (MTDF) emphasized
creating an environment of good governance through reforms in the areas of justice
and law and order, institutional improvement and capacity buiiding, improving public
sector management efficiency, and devolved delivery systems.

in line with the MTDF strategy, the reform process for attaining good government
aimed at addressing five issues; devolution, civil service reforms, public sector
management capacity and efficiency, police and judicial reforms, and improvement in
statistical information. The governance agenda being pursued has already made
substantial progress in addressing the major issues in devolution, professionalism of
the civil service, reduction of corruption and improvement of financial management,
police and judicial reforms and improvements in statistical information. Consequently,
the reforms have resulted in improving the investment climate in the country as well
as delivery of social services.

The strategy focused in the Medium Term Development Framework (MTDF) 2005-10
underpinned the following principles:

« The process of decentralization will be strengthened to enhance delivery of
services.

« Participatory approaches will be encouraged and capacity building will be
strengthened to promote implementation processes.

¢ The systemic problems that undermine the efficiency of legal, judicial and law
enforcement institutions will be addressed.

+ Corporate governance and public private interface issues will be improved.

« Public sector management will be strengthened through streamlining revenue
administration, improving public financial administration, and undertaking
reforms in public sector capacity building and civil services as wel as
enhancing the quality and coverage of data and statistics.

« Effective monitoring and evaiuation systems to improve implementation of
policies/programs will be established.

The government has undertaken a number of initiatives in line with the priorities of
MTDF 2005-10. An amount of Rs 11.9 billion has been allocated for the Governance
sector during 2006-07 and Rs 10.5 biflion expended during the period, showing a
utilization of 87.6 percent. Some of the major initiatives are as under:
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Access to Justice

The “Access to Justice Program (AJP)”" at a cost of Rs 21 biflion (US $ 350 million) is
. meant for improvements in provision of judicial and non-judicial legal services,
security and equal protection of law to citizens. Under this program, numerous
initiatives have been taken to reduce the backlog of pending court cases as well as
institutional delays, particularly for the poor and vulnerable segments of the society.
Gommercial courts have been established for quick disposal of litigation as a pro-

investment measure.

Box 25.1: Achievements under Access to Justice

Numerous achievements can be counted under AJP, which include amendment/
enactment of laws/rules relate to Habeas Corpus, Alternate Dispute Resolution, Small
Claims and Minor Offenses Ordinance, Freedom of information Act, Consumer
Protection Laws, Family Laws, Police QOrder 2002, constitution of National Judicial
Policy Making Committee, operationalization of Endowment Fund, establishment of
District Criminal Justice Coordination Committees, establishment of Citizens Couris
Liaison Committees, establishment of Bench Bar Lisison Committees, Gender
Affirmative Policy to remove Darriers for entry of women in legal/ judicial profession,
provision of incentives to judges, strengthening of monitoring and inspection system in
High Courts, automation of courts, and capacity building of judicial and law
enforcement officers through training, seminars, workshops, and infrastructure
development, preparation of rules of business and monitoring procedures for National
Police Safety Commission, separation of investigation from Watch and Ward,
separation of prosecution from investigation, preparation of prosecution manuals,
establishment/ renovation of prisons, amenities 1o jail inmates, establishment of
women/juvenile wards, trial through video conferencing, provision of prison vans,
digitization of bar libraries eic.

Improving Public Sector Management Efficiency

i, Tax Administration Reforms

The government has launched a number of development initiatives to improve pubtic
sector management efficiency. Under the “Tax Administration Reforms” the focus has
been on promoting voluniary tax compliance through enhanced level of taxpayers
facilitation and incentive packages to CBR employees. Tax generation has
consequently been enhanced. In the long-run, these administrative reforms will also
enable tax administrators fo set up an effective system of audit. The project is being
implemented at a cost of Re 9.500.6 million inciuding foreign aid of Rs 7,193.0 million
by the CBR to achieve the reform objectives through infrastructure development,
end-to-end automation of business processes, and human resource development.

Tax sector reforms include lowering the tax and tariff rates to promote investment
and boost economic activities, discouraging smuggling and promoting hassle-free
environment for the taxpayers through motivated and dedicated tax units and efficient
work force. The foliowing are the key areas of reforms:

« Reorganization of CBR and its field offices on functional lines;
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« Introduction of a system of Self-assessment in income tax, federal excise,
and customs;

» Simplification of tax laws and procedures;

e Reduction in litigation cases and introduction of a mechanism of alternate
dispute resolution; and

« Taxpayers' education and facilitation.

» Setting up of model Custom Collectorates.

With the help of reform measures the registered persons in sales tax have increased
from 0.1 million in 2002-03 to 1.2 million at the end of third quarter of 2006-07, with a
growth of around 24.6 percent. On income tax side, the return filers have increased
from 1 million in 2002-03 to 1.66 million during 2006-07 with a growth of 66 percent.
Another marked achievernent of CBR has been the disposal of pending appeals
related to both direct and indirect taxes. More than 80,000 pending appeals have
been disposed of during the last two to three years.

ii. Improvements in Audit and Accounts

In the area of audit and accounts, the office of the Auditor General of Pakistan has
launched phase-il of the ‘Project for improvement of Financial Reporting and Auditing
(PIFRA) at a cost of Rs 5,533.5 million including foreign assistance of Rs 4,998.0
million. Implementation of the New Accounting Model (NAM) is progressing smoothly.
New accounting sites are being automated. Capacity building issues and appropriate
training of master trainers has been imparted. So far 34 Financial Accounting &
Budgeting System (FABS) out of 81 District Account Office (DAO) sites and 44
System Application Program (SAP) competency centers out of 60 have been
established.

iii. Public Sector Capacity Building

Public sector capacity buiiding is yet another areas of focus for increasing efficiency
in civil service. A project on “Public Sector Capacity Building Project” has been
launched at a cost of Rs 3,535.0 million including foreign assistance of Rs 3190
million to undertake siructural and human resource development reforms in the
government. The National School of Public Policy (NSPP) has been set up to
improve capacity and efficiency of civil servanis by equipping them with the siate of
the art manpower techniques. The focus of training has now shifted from public
administration to the policy formulation and implementation. Under the component of
Public Sector Capacity Building, 676 officers have been detailed for foreign/ local
training.

To carry out structural reforms, the National Commission for Government Reforms
(NCGR) was set up in April 2006. The Commission has been mandated to review
structures and processes at all levels of the government i.e. Federal, Provincial, and
District, and make recommendations for improving efficiency and effectiveness in the
public sector. The Commission is in touch with the important stakeholders to evolve
changes meant to improve service delivery and encourage professionalism.

Public Information and Statistical Management

The second round of Pakistan Social and Living Standard Measurement (PSLEM)’
project has been undertaken under the PSDP. In the first round of survey, data on
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district and provincial levels was collected from about 77,000 households on social
indicators i.e. health, education, household assets/amenities, immunization, water
supply and sanitation. The second report is under process in the Federal Bureau of
Statistics.

Devolution and Police Reforms

The MTDF and PRSP recognized the need for a devolved service delivery
mechanism for providing basic facilities to the people at the local level, espedcially in
the social sectors like education and health.

For improvement of law and order in Balochistan, the Ministry of Interior had
launched three important projects. The Raising of Balochistan Constabulary costing
Rs 4.138 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 billion. So far, 15 out
of 25 districts have since been converted into ‘A’ areas. The third project reiates to
establishment of Nationwide integrated Truck Radio System for Police covering
Islamabad, Rawalpindi, Lahore, Karachi, Peshawar and Quetta regions and costing
Rs 1.9 billion.

Monitoring and Evaluation

The size of the Public Sector Development Program (PSDP) has increased manifold
since 1990-2000. The PSDP size was 8.7 percent of the GDP in 1988-89 which
continued to dectine substantially and reached 2.6 percent of the GDP in 1999-2000.
The Public Sector investment increased to 4.1 percent of GDP in 2008-07. The
number of projects ircreased from 625 in 1998-2000 to 1916 in 2006-07. The
increase in public investment has been supplemented by effective monitoting of
development projects by Planning Commission.

The ex-post evaluation of development projects, a new initiative of Planning
Commission has helped the organization to review the impact of investment on the
targeted groups in provision of better facilities, improvement of infrastructure and
alieviation of poverty.

The monitoring and evaluation undertaken by Planning Commission has identified
the following issues.

« Independent project directors as per ECNEC directive have not been
appointed in most of the projects relating to Social Sector.

e The establishment of Planning and Monitoring Cells in the executing
Divisions has helped in preparing the quality projects though there is
ample room for improvement.

e The performance of PWD to execute construction work is badly effected
on account of increased number of projects per officer.

« Resistance in delegation of financial and administrative powers 10 project
directors impedes the speedy completion of projects.

« Head of departments in universities and Executive Directors in hospitals
continue to work as project directors, resulting in delays and inefficiencies.

e Capacity of executing Divisions and project directors 10 execute the
project remains weak.
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Review of 2006-07

During FY 2006-07, the above initiatives helped achieving the following
accomplishments:

« Periodical monitoring of 500 development Projects was completed involving
92 percent of the PSDP.

« PSDP releases increased by 40 percent and expenditure by 46 percent
during July 2006 to March 2007 as compared to the corresponding period of
2005-06.

e About 789 project directorsimanagers were trained in preparation of
Cash/Work Plan.

¢ The frequency of appointing independent project directors for the projects
costing Rs 100 million and above has improved.

« Executing Divisions in a number of cases have completed the necessary
formalities for the establishment of Planning, & Monitoring Cells.

« Ex-Post evaluation of 20 development projects financed by PSDP has been
undertaken. _

« Project Monitoring & Evaluation System (PMES) developed with the T.A. from
ADB is being tested.

» The Quarterly Portfolio Review Meetings are being regularly held under the
Chairmanship of Deputy Chairman, Planning Commission.

« The Projects Wing of Planning and Development Division played a role of
facilitator in improving governance and accelerating implementation of
projects.

+ The Projects Wing has been strengthened through induction of monitoring
officers and equipment in a record time to accelerate monitoring mechanism.

» A picture gallery is being created to develop record of development activities
of each project at different stages of monitoring.

Program of 2007-08

The impiementation of development projects has been accorded highest priority by
the Government of Pakistan. The completion of projects helps to provide basic
facilities like education, health, water supply, sewerage, electricity to masses in
achievement of Millennium Development Goals. The following are the milestones for
the FY 2007-08.

+ The executing agencies will be continuously reminded to appoint independent
project directors for all the projects costing Rs100 million & above and
gstablish Planning and Monitoring Cells.

e The training of project directors/managers in preparation of cash/work plans
will be continued.

s Pakistan Institute of Development Economics (PIDE) and Pakistan Planning
& Management Institute would impart training in the preparation of project
proposals.

e Periodical monitoring of around 500 development projects included in the
PSDP 2007-08.

e The quarterly review meetings with executing agencies under the
chairmanship of Deputy Chairman, Planning Commission will be held as
scheduled.

« The training of project directors in operation of PMES developed with the
technical assistance of Asian Development Bank would be carried out.
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e The .>nlacement of heads of departments in universities and Executive
Directc nospitals witn independent project directors would be ensured.

e Theex, .~ sjation o < sompletad develrnmant projects and mid-term
evaluatic: ci# €I

e The databa..
developed.

Louision makers would be

An amount of Rs 12.5 Fillion including foreign aid of Rs 2.5 billion has been allocated
tor the sectoral programs in 2007-08, indicating an increase of 5.1 percent over
5006-07 altocations. investments are being made by the Government to bring about
institutional changes in the judiciary, CBR, Auditor General's Office, FBS/Statistics

Division, Police and Law and Order. School of Public Policy and Local Government
institutions.
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