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Foreword

" With extensive change—such as the 0penl:1g up of China’s economy and
economic liberalisation in India-—«sweeping'Asia, Pakistan too has recently en-
‘gaged in a process of fundamental policy change built on structural adjustment
policies, and has sought to foster a democratic state through strengthening of
civilian rule. Since gaining independence in 1947, Pakistan has endured fre-
quent political turmoils, ag typified by the breakaway of its eastern wing and
emergence as a separate state of Bangladesh. The country is now on the way
to re-establishing the preconditions needed for national development.

Japan is the largest donor of bilateral ODA to Pakistan, and Pakistan is
the seventh largest recipient of Japanese ODA. Given these facts, the country
therefore has a substantial nced for Japanese assistance, and the standpoint
from which Japan provides assistance to Pakistan in the future will be of great
~ interest to the nation. | | L

In this, the second Pak:stan Country Study Report we did not sunply
conﬁne ourselves to a review of the first Report which was prepared five years
ago, but took a fresh look at the historical process of development in the coun-
f try and its present status, from the following four perspectwes the initial

- conditions at independence, the socio- economlc structure of Pakistan’s power

- ehte, government siucecession and shlfts in‘economic pohcy, and lmpactq of so-

called “structural adjustment polunes " We have also placed future develop
= ment in the followmg context ' :

“Almmg to guarantee equallty of opportumty and bunld a democratlc :
state with ample choice, and effectively mobilising and employing the

resources possessed by the country, to upgrade industrial structme,

and to redress growmg personal and regional dlsparltles '

We have also descrlbed the role to be played in various ar eafs by Japanese
ODA as ongoing long- -term support to achieve that end, and compare examples
of Japanese assistance that have heen 1mplemented and the changes in eco-
nomic and political conditions in Pakistan since the preparatlon of the previous |
Country Study Report.

In the accompanying research, deliberations and preparation of this report, .
1 would like to pay special tribute to the members of the Commitiee for their



“valuable contributions, to the responsible agencies in the Ministry of Foreign
Affairs for their support, and the Task Force members for their dévoted assis-
tance, for without them, this project would not have been possible. 1 would
also like to express my deep appreeiation to the Embassy of Japan in Pakistan

" and the JICA Pakistan Office for their support of our in-country survey activi-

ties.

In closing, I would like to express my hope that this report can play a role
in the formulation of policy relating to Japan’s assistance to Pakistan, and
contribute substantially to the development of friendly relations between our
two countries.

March 1996

Dr. Shigemochi Hirashima |

‘Chairman, Second Pakistan Country Study Committee
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1. Perspectives on ODA to Pakistan

1. Introduction

Five years have elapsed since the release (in 1991) of the report of the first
country study on ODA to Pakistan. During that interval, neighbouring India
iﬁitiatéd full-scale efforts towards economic liberalisation and opened its doors
to an intensifying stream of foreign investment and technology transfers. Re-
acting to these developments some segments of the J apanese business commu-
nity have at last begun to demonstrate heightened interest in South Asia.
However, most of that interest to date has been aimed mamly at India, not
Pakistan.

Pakistan has witnessed a dizzying succession of government administra-
tions in the meantime: three times in 1993 alone. The atmosphere of political
unrest has been accompanied by an increase in social unease; in fact, it is such
that essential precondltmns for long-term mvestment have yet to appear :

Pakistan is positioned as a vital gateway to Central and West Asia, and
has a lar gely untapped wealth of skilled human resources. One question,
therefore, is why, since achieving independence, it has been 50 slow in boosting.

its status from that of a low-income country?: In our view, it is essentlal that
future Japanese ODA strategies for Pakistan be ex;;lo_red in terms of the an-
. swer to that questlon % ' -

o In llght of that | understandmg, the ﬁrst sectlons of thls paper focts on_
' problems Pakistan has’ encountered durmg the course of its development to
date. From that foundation, we then present our views on strategles we be-
* lieve essential to the task of addressing and surmounting those problems, and
on the role ODA can play in that context. In the process, we strive to maintain
a comparative perspeétive_on recommendations that emerged from the first
country study. | o o

2. A Review of Pakistan’s Development Experiencé |
Over the close to half a century that has transpired since its independence
(in 1947), Pakistan’s economic development has fallen behind expectations in

principally twe areas: first, in the effective utilisation of resources, human
resources in particular; and second, in upgrading industrial structure.



The foltowing four points should suffic hiere to underscore Pakistan’s short-
comings in the first area.

First is the exceptionally slow pace of development in its social sector, a
condition that is highlighted by an average literacy rate of 37 percent. In 1992,
Pakistan registered 0.483 on the UNDP’s Human Development Index, a level
ranking it 128th out of the 174 countries comprising the scale.!

| Second is the low utilisation of womeh in the labour force. In 199.‘3:‘1'93,= the
country had a total labour'participation rate of 27.9 percent; only 8. 6 percent of
working-age women were part of the labour force, in contrast to 45.9 percent of
all working-age men. (By comparison, in 1991 the total labour participation
rate measured 52.2 percent for Japan, where 42.2 percent of all women were
employed, and 63.6 percent of all men.)?

Third are the low levels of resource mobilisation and upkeep of accumu-
lated capital-stock in the agricultural sector of a country actually renowned for
"having one of the most elaborate irrigation systems in the world. These short-
comings are highlighted by poer land productivity (of only around one-fourth
its rated potentlal) a chronic dependence on imports of raw foodstuffs (foreign
exchange earned on exports of rice, cotton, and fish products amounts to only
" half that spent on imports of wheat, tea, and edible oil), and poor maintenance
of ii‘rigation facilities (as evidenced by the poor collection of water fees to meet
operation and mamtenance expenses and widened damage from sahmty and .
. waterloggmg) the country s smgle largest mfnastl uctural asset. 3.

i The fourth pomt deservmg emphasns is that Paklstan has not fully moblllsed :_ -

the wisdom, financial resources, nor exploited the leadershlp abilitics of its
elite socml classes to the task of nation-building. Its inadequate ut:hsatlon of
quality managerial resources stands out as an example of this, and is in 1tself'

- . attributable lar gely to inconsistent economic pohcles

Asto Paklstan s shortcomings in davelopmg a model n mdustnal base, two

o pomts warrant attentlon

-1 UNDP, Human Development Report 1995. .
2 - Government of Pakistan ("GOP” hereafter), Feonomic Survey 1994-95, p. 100.

3 See the section of this paper devoted to Pakistan’s agricultural sector.



First, the direction of structural éhange_itself. ‘As data for the 25-year
span from 1969/70 to 1994/95 help to show, the agricultural sector’s share of
GDP shrank from 38.9 percent to 24.0 percent. Conversely, though, the share
attributable to the manufacturing sector—particularly the large, core indus-
tries—rose from 12.5 percent to 12.7 percent, which amounts to virtually no
change at all. The implication is that the service sector has taken over practi-
cally all the share lost by the agricultural sector.?

Second, the change in the structure of the labour force. Though the agri-
cultural sector employed 57.0 percent of the labour force in 1969/70, 25 years
later it accounted for a smal_ler 47.5 percent of the total. C!early, that margin
of decline has been much less precipitous than the drop in the sector’s share of
total GDP. In the meantime, the fraction of the labour force engaged in the
manufacturing sector slipped over four points, from 15.6 percent t0'10.9 per-
" cent. It is believed that these-ﬁgures effectively illustrate the severity of the
challenge Pakistan has faced in striving to create jobs for a fast-expanding
‘ =labour force fed by steep populatlon growth and a parallel surge in the supply

‘of labour from the younger age groups. Given the pronounced disparity in
- 1employment elasticity between its agricultural and industrial sectors (0.57 and
0.33, respectively), Pak:stan probably has little choice but to continue striving
on the basis of pwductwlty gains and diversification to engage more of its
labeur force in the agricultural sector, at least until it has laid the foundatlons
. for jOb growth through advances inits mdustna] sector.’ ' '

What is to be sald of a development course that to date has failed to

. effectively harness the resources at the country’s dlsposal and that has left L

. unresolved various problems with the evolution of industrial structure? Our
Study Group felt it worthwhile to address this question from three angles: -
- namely, in terms of initial conditions for development; unstable econom:c poli-
~ cies reflective of the structure of the country’s landed power ehte, and external
factors, mcludmg relations with neighbouring India . '

4  During the same period, the GDP eontribution by small-scale manufacturing enterprises moved from
3.5 percent to 5.8 percent. For the manufacturing sector as a whole, it climbed 2.5 points, from 16.0

percent to 18.5 percent. GOP, Economic Survey 1994-95, p. 3.
5 GOP, Beport at the National Commission on Agciculture, 1988; Economic Survey 1994-95, Statistical
Appendix, p. 21, '



2-1 Initial Conditions

Initial conditions for growth seem highly relevant to a full underst-anding
of Pakistan’s development experience. Six factors for consideration here are
outlined below.

First, Pakistan’s relative inexperience in the political arena. As is widely
known, one of the consequences of British colonial rule is that Muslims in
India were treated poorly compared with Hindus in practically every respect.
Though' the Indian National Congress Party that was set up in 1885 actually
had a role in supporting Britain’s dominance over its colonial empire, it gradu-
ally became a central exponent of the opposition to British rule. Responding to
that development, in 1806 Britain supported the establishment of the Muslim

o League as a political counter-force. Under the leadership of Muhammad Ali

- Jinnah, however, the Mushm League primarily embraced the idea of partition-

ing Brltlsh India into separate Muslim and Hindu areas, and as such, its
pohc:es vis-a-vis Britain and the National Congress Party were not always

' consijstent. Jmnah died in 1948, the year after Pakistan gamed 1ndependence .
as a separate state. After the 1951 assassination of its first prime minister,
‘Liaquat Ali Khan, Pakistan’s political arena was transformed into a battle-
‘grouhd of contention by various parties representing the landed power elite.

" "Eventually, the situation deteriorated to the extent that the pohtxclsed mili- =

tary was allowed to step m and take control

Second Paklstan suffered from admmlstratwe weaknesses as well Just _5

fprlor to mdependence only 101 out of 1,157 officials in the Indian Civil Service .

(ICS) were Muslims.6. In 1tself that figure reflected a lack of secondary school-
ing among Muslims in general, Although a university for Muslim students was
founded in Aligarh in the late nineteen century, Muslim society’s poor partici-
pation in administrative affairs remained pronounced. That reality,_ moreover,
- contributed to administrative weaknesses following the country’s independence.

" Third, Pakistan has suffered from a spafcity of commercial and industrial
entrepreneurship.- It is known that it developed as a producer of wheat, cotton
- and jute, and that much of that produce went to industrial centres such as

6 L Yamanaka (eds), Pakistan ni Okeru Seiji to Kenryoky, (Power structure in Pakistan: A Study on
Political Elites), ‘I‘ok)o Institute of Developing Economies, 1992, p55 (Data Sourced from Ralph Braibanti
Paper.)



Bombay, Gujarat, and Calcutta. Most of the commercial cntrepreneufs active
‘in the country had been Hindus.?

Fourth, the existence of the landed power elite and the legacy of the cus-
tomary economy. Though the former will be discussed later, it should be
pomted out that the latter isa manifestation of Pakistan’s underdeveloped
market economy.

Fifth, Pakistan has inherited a well-developed, irrigation:-based agricul-
tural system. While under British rule, India concentrated investments in
irrigation infrastructure in the highly productlve Punjab region, which ended
up accounting for half of all Indian farmland in irrigation. Pakistan inher ited
as much as 80 percent of that farmland when it was separated from India.8

Sixth, during British rule, the Pakistan region comprising Pakistan was
- renowned as a repository of personnel for military service, patticularly from
the Rajput and Pathan groups. The setting of borders with Afghanista’n, Iran,
and India effectively partitioned various ethnic minorities, including the Pathan,
" Balochi, and Kashmiri, and left numerous areas in the North under tribal

~ control. Accor dmgly, an atmosphere of continuous territorial tensmn persisted.

That factor has consistently been used to strengthen the mllltary s influence,
and it helped to set the stage for the military’s eventual politicisation and
control of Paklstam government a{'fanrs '

:

' 2 2 Thc Soclo economlc Backglound of Pakistan s Power' Ehte -

Rural lnhabltants make up almost 70 percent of Paklstans total popula-
tion. Therefore, it-would not be far off the mark to assume that the country’s
landed power elite are essentlaliy absentec landlord classes who live mostly in
the cities. Rural Pakistani socicty is status- based. Villages are divided into

farming and non-farming families, and both groups are socially segregated :
Farming families, moreover, are further broken into several groupings based
on the scale of their landhhbldings The agricultui'al census for 1990 shows
that only two percent of farm households own' land of 20 hectares or more.
That two percent, however, owns 24 percent of all farmland nationwule Addi-

7 Yamanaka, op.cit, Chapler 6 d_iscuss'es Pakistan’s industrial entrepreneurial elite in detail.

8 For a discussion of the historical development of irrigation-based agriculture, see S. Hirashima, The
Structure of Disparily in Developing Agriculture, Tokye, Institute of Developing Economies, 1978.

<5-



tionally, 81 percent of all farm households belong to the category with less
than five hectares; this group accounts for 38 percent of all farmland. What is
more, these farming classes have been distinguished by their own jati or en-
dogamy. Nonfarm houscholds are another important underpinning of the rural
economy. Most do not own any land and tend to be engaged in traditional
crafts. Occupation'is therefore the chief determinant of social ranking or pres-
tige among the nonfarm classes. One important fact to bear in mind is that
nonfarm households account for 53 percent of Pakistan’s total rural population.
At the top of this secial hierarchy are the handful of landed power elite, who
dominate politicai affairs at the federal and provincial levels as members of the
national and provincial assemblies.?

2.3 Government Succession and Shifts in Economie Policy

In the half-century of economic development it has pursued sinee achieving
independence, Pakistan has had to cope with many difficulties caused by a
string of government turnovers and various external pressures.- Three periods
in particular warrant attention for the decisive impact they have had on the
development process. The first was the period of military rule initiated by a
coup d’etat that put Muhammad Ayub Khan at the helm of power. The second
was the penod of civilian rule under the leadership of Zulfigar Ali Bhutto,
‘followmg the creation of mdependent Bangladcsh The third was the period of
‘martial law under the regime of Gen Zia ul-Haq. The dlstmgmshmg pollcles
and external factors of importance ‘during each of these perlods are dlscussed '
below ' L '

(1) The Ayub Khan Regime (1958-1969)

Efforts in agrarian reform amounted to the primary pohcy hlghllght of this
period. Though the reforms were not that radical, they nonctheless re-appro-

" 9 ' Dala on land ownership from GOP, Fconomic Survey 1994-95, p. 53. For a discussion of the nonfarm
segment of the rural population, sce Hirashima, “Pakisutan-Panjahbu Nouson ni Okeru Hi-nouka-zou no
Keizai Bunseki (literal translation: An Economic Analysis of the Nonfarm Households in Rural Punjab,

Pakistan) Ajia Keizai, 1977. For a discission of the sociceconomic base for the landed power elite, sce
Hirashima, Nishi Pakisutan no Tochi Kaikaku (titeral translation: Agrarian Reform in West Pakistan)
" Institute of Developing Economies, 1964. The overwhelming majority of the members of the National and
Provincial Assemblies who have held successive terms in office were apparently elected not on the basis of
their current occupations, but on their rural land base. From that perspeclive, the approaches of Mushtag
Ahmad and Norman Omar {quoted in I. Yamanaka, op. ¢il.), who base their classifications on mcumbents
alone, seem to underestimate the real influence of the landed power elite.



strated adequate effectiveness in curbing the powers of the landed elite.1?
Second were policies aimed at encouraging the growth of the private sector in
ling with import substitution. That undertaking was essentially consigned to a
business group that had relocated to Karachi from India after Pakistan’s sepa-
ration. -As it happens, the administration pursued active policies of liberalisation
against a backdrop of domestic law and order, and for that reason the Ayub
Khan years becamé known as something of a Golden Age in the development of
the Pakistani'economy.-

However, this period had two significant by-products, one of which was the
formation of 22 new family-led industrial magnates. These business groupings
put their support behind the Ayub Khan regime and had so much political
clout that even the established power elites could not afford to ignore them.
The point that should be noted here is that the country’s political stage now
 had a group of powerful new actors from the business community. The second
important development was the aggravation of serious wgional disparities,
which set the stage for the eventual creation of Bangladesh Though East

Pakistan had contributed substantlally to the country’s economic development
with the foreign exchange it carned on exports of jute, a heavily lopsnded share
of capital formation and industrial investment went into West Pakistan thus
fomenting major discontent. Opposition from the landed ellte, growing differ-
enees between the castern and westem wmgs of the country, ‘and dlsﬂlusnon- :
ment about the performance in the 1965 Indla-Paklstan war all contributed to
the Ayub Khan 1eg1me s eventual fqll from power

: (2) The Clvman Govex nment of &ulﬁqar Ah Bhutto (1971 1977)

Having paid a heavy price with its loss of East Paklstan whlch became the :
independent state of Bangladesh (1971), Pakistan moved from a military to a
civilian-led period of governmnent under the administration of Zulfiqar Ali Bhutto,

himself a leading member of the landed olite in Smd Province. In its policies, =

though, the Ali Bhutto administration distanced itself from those of the tradi- -
tional, landed power elite. The first distinction was that it_sbtight? to improve
relations with China, the underlying objective being to drive a wedge into Indo-
Soviet ties. Second, it also utilised this policy in an effort to justify its
nationalisation of the country’s leading industries, banks, insurance compa-

10 8. Hirashima, ¢p, cit., p. 64.



nies, and education. As a result, education and practically all industrial sec-
tors other than agriculture and textiles ended up under the control of the
landed power clite and the bureaucracy. This policy shift was itself pursued in
the name of “Islamic socialism,” and as such, it proved highly effective in
stemming the accumulation of power by the new business groupings discussed
carlier. It is noteworthy, however, that in the process of improving labour
conditions so it could gain the support of the working classes and small farm-
‘ers, the Z.A. Bhutto administration also introduced new measures in agrarian
reform and redistributed to small farmers and peasants a total of some 200,000
acres in farmland that had been appropriated from 178 big landowners.!l In
oth'er words, it sought to maintain a proper balance of popular support for its
socialist policies by holding the landed power elite in check. |

Two major developments that essentially reshaped the international
_economy were the first oil crisis and the end of the international monetary
system under the Bretton Woods Treaty. These events, however, proved unfor-
tunate for the Z.A. Bhutto administration. More importantly, Z.A. Bhutto’s
political ideals proved inconsistent with his administration’s economic policies,
and ultimately that became a pivotal factor behind the country’s slowing eco-.
‘nomic growth, the increasingly bloated and inefficient nature of the public |
monopolies, the debut of the privileged working class, and a loss of investment
' mcentwe among mdustrlal éntrepreneurs. Al told this state of affatrs eventu-
a]ly set the stage for a resumptmn of mlhtaly rule ‘

B3 The Zia ul-Hag Regnne (1978 1988)

Two factors proved declslve in wmmng support for the Zia regime Fu‘st '
was the turn away from policies for nationalisation. In effect, Zia announced
an end to the nationalisation drive, something that had confronted the busi-

© © ness community with an atmosphere of uncertamty, and additionally sought to

"revive the economy by harnessing the vntal:ty of the private sector. Zia's
policies of Islamization were the second demswe factor. The introduction of &
'non-interest banking system in 1977, and the zakat and ushr systems in 1980,
. were emblematic steps in that direction. By fostering a return to fundamental
Islamic practices, Zia’s Islamization policies essentially sought to offset the
disarray considered to have resulted from Z.A. Bhutto’s experiment in “Islamic

11 S. Hirashima, op. eit., p. 66.



socialisation.”

However, two noteworthy external factors eventually also beganj to have an
influence. One was the second oil crisis, which took shape in 1979, and the
other was the Soviet invasion of Afghanistan. The Zia regime’s Islamization
policies had won favour among many oil- producing countries. As a result,
Pakistan en_]oyed an influx of petrodollars. In addition, helghtened demand for
Pakistani labour in those countries effectively expanded the flow of worker
remittances back into Paklstan Not least significantly, the 0il shock also had
the effect of priming an expansion in domestic oil output. The Soviet invasion
of Afghanistan transformed Pakistan into a haven for nsillions of Afghan refu-
gees affected by the war. That i in turn brought in heavier infusions of foreign
aid and enabled the country to acquire an arsenal of modern weaponry. In the
meantime, though, black-market trafficking in illicit drugs and older weapens
eventually contributed to a deterioration of law and order situation. In the
end, the delayed settlement of the Afghanistan preblem imposed social costs
far outweighing any of the presumed economic benefits. ' :

Though the Zia regime did put a halt to the A Bhutto administration’s
policies of “Islamic socialism,” it did not deal a decisive blow to the general
policy drift in that direction. That failure is evidenced by the slow progress
that has been seen in the prwatxsatlon process and the fact that fundamental-
ist Islamic economlc wews have been )mposed in unmodlﬁed form on a secular
'economlc system L o ' '

Premdent Zla 5 death (m 1988) opened a powel vacuum thfnt ied Paklstan
back into an era of civilian rule. Nonethe!ess, up until the current ad:mmstraﬁ
tion took power in Oct. 1993, the Pakistani politic scene was typlﬁed by power
struggles between the landed power olite and the country’s rising industrial
magnates. In fact, an atmosphere of confrontation—bhetween the Prime Iﬂll‘lls-.
ter, the President, and the military—persisted even after the current admmls- :
tration assumed power ' '

The economy has bcen langmshmg for some tlme now due to a combmatlon

of aggravating factors: externally, the recent war in the Persian Gulf and -
domestically, the end of the cotton boom together with massive flooding and

deteriorating conditions of lawlessness in Sind Province, particularly Karachi.
One outcome of that development is that structural adjustment policies engi-
necred by the IMF and World Bank were more fully implemented during the -



Moeen Qureshi caretaker government (July-()ct. 1993} and have received con-
tinuing support from the current administration {the second Benazir Bhutto
administration).!2

2-4 Liberalisation Policies and Curirent Kconomic Conditions

‘Pakistan’s economy is still essentially representative of a food-and-fibre
system (FFS). In other words, value-added, exports, employment, and capital
formation are ail still heavily influenced by the agricultural sector and by the
food and textile industries, which utilise agricultural products. The agricul-
tural sector alone accounts for 24 percent of all value-added and 48 percent of
all employment. In an economy of this kind, it therefore needs to be kept in
mind that smooth growth in the agricultural sector will be key to the perpetua-

“tion of economic liberalisation programmes currently in force. In 1991/92,
when cotton output was booming, the agricultural and manufacturing sectors
and the total economy registered growth rates of +9.50 percent, +8.05 percent, 4
and +7.71 percent, respectively. Due to floeding and heavy damage from dis- _ '.
ease and insect pests, though, cotton output later dropped sharply. As a result, |
the following y'ear saw the above three growth rates fall back and measure a
: re_s;iective -5.29 j)el'ceﬁt, +5.36 percent, and +2.27 percent. In the absence of
- any substantive recovery in cotton output, economic growt‘h”ili 1994/95 came to
- 4+4.70 p_ér;:ent, a figure that is below the annual average for the 1970s, (4.84
percent, the lowest average on record), not to niention the pace for 1991/92.13.

e Iléweveﬂr,‘-t'l:lis ‘dévfel‘fopnieht. points te three other relatea points. One is
" that despite formidable initial conditions, external factors, and the divergent
economiic pdlicies of successive eivilian and military administrations (as _di's-
- cussed earlier in this reviév@), Pakistan registered a pace of economic growtli '
thsil;= deserves high marks. - The second is that growth in its agricuitural sector :
‘has the potential to drive industrialisation and cconomic liberalisation at a
~ faster pace than has been witnessed to date. Third, if it is to achieve stable

“econemic grt;wt-h, Pakistan must overcome economic drawbacks that have made
~industrialisation heavily dependent on the agricultural sector.

12 Pakistan receii'e:cl its.ﬁrst_struétura} adjustméni.—releited loan fror the IMF in 1980, and from the
World Bank in 1982. In realily, though, its government started seriously striving to meet certain
conditionalities afler 1993.

13 GOP, Economic Survey 1994-95, Statistical Appendix, p. 30.
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Owing largely to natural calamitics in 1992/93 and a sharp falloff in cotton
output, Pakistan so far during the 1990s has posted stuggish economic growth.
Moreover, it has yet to show any sign that it is moving back onto a firm
recovery track. The country this fiscal year began pursuing full-fledged efforts
in structural adjustment under IMF and World Bank supervision in a bid to
counter parallel growth trends in its investment-to-savings gap, fiscal deficit,
and current account deficit. As is commonly known, the IMF’s policy priorities
have been focused on short-term macroeconomic stabilisation, particularly mea-
sures to curb overall growth in demand; by eontrast,'the World Bank has
placed priority on bolstering total supply through deregulation, privatisation,
and other measures in economic liberalisation. In reality, of course, it is diffi-
cult to draw clear distinctions between the two, for certain IMF policies have
been integrated into and thus effectwely coordinated with pollcles of the World
Bank. '

Economic development and the eradication of povelty count as the chief
goals behind the World Bank’s efforts in policy intervention. It essentially
utilises three strategies to achleve those goals. ‘The first is ma(;r()economie |
+ stabilisation, which chiefly consists of efforts to improve Pakistan’s fiscal, mon-

" etary, and trade po_licies.‘ The second strategy is aimed at downsizing the
public sector while stimulating the private sector, and to that end it is based
“primarily on the privatisation of state- -Tun entcrpriéés and the delegulation :
measures that impede market functions or the efficient allocation of resources.

_ i\The third involves removing infrastructural bottlenecks and remdelmg puon- -
' -tles for public- sector investment; as such, it relies heav:ly on the expansion of
‘economic infrastructure in areas supportnve of the pnvatisatnon process, and
ODA for social infrastructure as provided through the Social Action Programme

(SAP). :

Pakistan's pohcles for structural adjustment deserve praise on three counts.
Flrst they have provndcd a clear-cut direction desplte ﬂuctuatnons in ecoriomic
policy: that is, toward the restoration of a market economy prlmal_'lly on the |
basis of privatisation. Second, they have given attention to social infrastruc-
ture development, includi.ng the development of human resources. And third,

they have provided an opportunity for a full review of the country’s existing-

economic frameworks.

However, Pakistan is certainly no exception when it comes to the problems
that have been cited by numerous critics. Those problems include efficiency-
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oriented policies with set time limits, distortions in the allocation of the result-
ing burden of responsibility for those policies, and the assorted problems stem-
ming from blanket (i.e., inflexible) policy enforcement across-the-board.14 Other
problems worth citing include the following four.

One is the tradeoff between pohcles designed to control aggregate demand

~on the one hand, and those designed to bolster aggregate supply on the other.

Recent trends in cotton output suggest that Pakistan’s economy suffers more-
serious bottlenecks on the supply side. A second problem is that not enough

has been done to identify the actual structural bottlenecks—both social and

economic-—that éffe_ctively work against the implementation of the policies,

The third problem has to do with private-sector involvement in efforts to en-

- large and improve social overhead capital. It is strongly likely that private- -
sector participation aimed at offsetting funding shortfalls in the public sector
~ will cause fluctuations in the price of supplying various services. Finally, as -
-yet a fourth problem, social, economic; and political repercussions stemming |
- from existing regional disparities have largely gone understated.

‘3. Priority Areas of Japan’s ODA
‘The foregoing review allows us to conclude that Pakistan overcame numer-
ous difficulties and obstacles to eventually begin makmg serious headway to-
waid establlshmg fundamental conditions for its economic and social develop~
ment. To bulld a more afﬂuent and democratlc nation, its civilian governmenb |
now faces the task of coming up with- a long-term strategy that will help to
restore lastmg order, effectively mobilise and allocate the country S resources,
foster the modernisation of industrial structure, and narrow the gaps between
different regions and individuals. The recommendations we make in this pa-
per are based on these penspectwes

i4 A, Nishigaki and Y. Shlmomura, Kaihatsu Enjo no Keizaigaku (literal translation: Economics of Devel-
opment Assistance), Yuhikaku, 1993. Also, see the following for documantation on problems in structural
" adjustment: 8. Ishikawa, Kmhaj&ujﬁg;a_gakg_m_&hmﬂgnim {Jiteral translation: Fundamental Problems
in Development Economics) Iwanami Shoten, 1990; T. Yanagihara, “Kouzou Chousei Seisaku no Hatashita
Yakuwari to Kongo no Tenbou” (literal translation: Structural Adjustment Policies: Their Past Role and
* Future Prospects), Economic Planning Agency Symposium Keynote Report, 1995; Overseas Economic Coop-
eration Fund, *Sekai Ginkou no Kouzou Chousel Apurcochi ne Mondaiten ni Tsuite” (literal transtation: On
Problems with the World Bank Approach to Structural Adjustment), Klkm_QhDALB_KllQL Ne. 73, 1991; and
" Y. Hayami, “Keizai Kaihatsu ni Okeru Shijou to Kokka™ (literal translation: The Role of the Market and the

State in Economic Development), Kokusai Kyourveku Kénkyup, Oct. 1995,
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In keeping with the above-noted conclusions, we have decided to arrange
our recommendations in the following order.

(i) ODA for the expansion of social overhead capital (SOC) 15

¢ Social infrastructure development

¢ Iconomic infrastrnicture development
(ii) ODA for the madernisation of industrial structure

* Improved agricultural pt_'odu'ct:ivity 'and-expancled employment

¢ Strengthening of manufacturing industries and improvements in pro-
ductive efficiency

(iii) ODA for envirénmental conservation

Detailed discussions concerning our recommendations are taken up in the
following sections of this paper. Here, our intention has been to provide simply
- a rough sketch. Expanding SOC in the forni of public goods and services that
~ offer external économies will be a fundamental step toward the establishment
of conditions for effective development. The indications are that the develop-
ment of quality human resources, and improving educational services for women
" in particular, will be a key to Pakistan’s long-range economic advance.
Pakistan's people have excellent hldden potu\tlal However unless the vast
majority are provxded 1mproved access to education and health -eare, the coun-
try wnll ﬁnd it dafﬁcult to surmount the str uctm al bottlenecks it already faces..

L

However, whlle soc;al mfrastructure devclopment will cerl;amly be an es-
sential condition for long-term economic growth, by no means will it be suffi-
cient. Growth of the productive scctors of the economy will help to bring about
changes in industrial structure. Pakistan nceds that gtowth as well as the

' service-sector gains that can be expected to accrue from it. One point deserv-
¥ ing attention in this regard, ‘though, is that the country should avoid a recur-
‘rence of one development witnessed during the 1960s: namely, the aggravation
of social and regional disparities by the concentrétioh of wealth. Given that
the public sector bears responsibility for the development of cconomic infra-

15 According to A.O. Hirschman, social overtiead capital {80C) in the strict sense usvally refers only to
econiomic infrastructure. Howeéver, in its broad sense, it is considered to refer to social infrastruclure as
well. In general, the term signifies those elements of the economy that have been put in place by the
public sector, that engender external economics, and that cannot be imported.
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structure, it seems reasonable to assume that the scale and orientation of
.government investment in infrastructure will be major determinants of
‘Pakistan’s success in this regard. We have decided to place high priority on
our ODA for the development of energy resources, roads, and railways, because
we have reservations about the premature participation in these fields by pri-
vate seclor. |

The private sector will play an instrumental role in efforts to modernise
the country’s industrial structure. Public-sector work to maximise external
econoniies can be expected to enable companies in the private sector to trim
costs and expand their business activities on a geographic scale. However, as
noted earlier, Pakistan’s productive sectors have been performing far below
their actual potential. The problem is that to sustain its current drive in
~ economic liberalisation, Pakistan should first recognise the importance of the
role its agricultural sector plays, be it in terms of generatmg snrplus output or
absorbmg surplus labour. In view of past experiences from the cotton boom,
. ODA for this sector will probably be concentrated in research, development and

- extension actwltles, and in curbing the deterioration of wltwable farmlang.

-Restormg essential conditions of law and order, managing cross-border
~ trade and commerce, estéblishing a lohg-range outlook for industrial growth,
. and cultivating internationally competitive export industries all count among
the most critical challenges now facing the industrial sector. Atténtion prima-
: uly to small enterpnses helped to shape the recommendations made in this
- paper i.c., for financing and quahty control; support for standal disation and
- the estabhshment of mduqtual standards and reglonal clevelopment onented |

~ “ODA to industrial estates. While it is true that small enterprmes are more in

nced of public assistance than their larger counterparts, the above position
derived from a more fundamental factor: namely, recognition of the vital im-
pcrrtance of strcngthenmg the cconomy ’s abxhty to harness labour from the low-
jmcome classes of somety |

‘The rccomme_ndatl'ons herein are concerned primarily with steps to in-
‘crease social overhead eapital (SOC) in its broadly defined sense, followed by
ODA for industrial nodernisation and finally, cooperation to conserve the envi-
‘ronment. We emphasise, though, that environmental and antipollution mea-
sures bear features demanding that they be applied on a comprehensive scale
spanning all areas of priority, not just as the third.
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The following scctions present detailed recommendations for each area of
priority as well as an analysis of background factors while maintaining a com-
paratiﬁe perspective on recommendations that grew out of the previous country
study (in 1990-1991).
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II. ODA Prioritics

1. The Expansion of Social Overhead Capital

1-1 The Enhancement of Social Infrastructure

{1} Cooperation to Expand the Scope and Improve the Quality of Primary and
- Secondary Education, with Emphasis on Access for Girls and Women

* Training Wozﬁén for Primary and Middle School Teaching Roles

¢ Cooperation to Expand the Scope and Improve the Quality of Primary
and Secondary Education
- ¢ Cooperation with the Development of Equipment and Materials for

" Science and Mathematies Instruction in Primary and Secondary Edu- ot
cation ' o o

' '1) Recommendations Made in the Previous Country Study;

As our ODA priority'aimed at fostering improvements in _sdcial infrastruc-
ture, the previous 1ep0i‘t recommended that actibn be taken to expand primary
- and secondaly cducation and promote science educatlon Tt also mentioned
" several pnonty measures for the educational field, as hsted below,’ ‘and with
“special el'ﬂphaSlS on the provision of relevant ‘educational equ1pment for im-
- provements in the quality of education ltself as well as exchange of per sonnel
pumarlly through training prog1 ammes :

: . Bostermg of Female ’I’eachcrs f01 Pri m1ary, Mlddle and Gecondary Schoo]s
¢ Prometion of Science Education in Middte and Secondary School
0 Improvemen.t of Technelogical Education in Universities and Colleges
| s. Exchange of Teachers and Regional Education Administrators
o 2) Jap‘aueqe As‘sistanée Since: the Prévious Coutitry Study

Japan has pursued a numbe: of aesnstance programmes since the prevmus

report came out (Feb. 1991), mcludmg the followmg

‘¢ Project for Upgrading Teaching FaC‘llltIES at the National College of
Textile Engineering, Faisalabad (1991, grant assistance, ¥650 million)

¢ Project for the Improverment of Educational Equipment at the Univer-
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sity of Engineering and Technology, Peshawar (1992, grant assistance,
¥519 million)

Educational TV Programmes to the Pakistan Television Corporation Ltd.
(1993, grant assistance, Y50 miltion)

Project to Develop Educational Facilities and Establish a Teachers’ Col-
lege for Women in North West Frontier Province (1994, grant assis-
tance, ¥857 million)

Project for Im?rovement in Primary Education for North West Frontier
Province (1994-1996, ¥1.416 billion; involves construction of 30 primary
“schools) '

Project to Expand the Number of Educational TV Channels (1994, grant
agsistance, ¥333 miltion)

" Project to Develop Educational Facilities for Allama Igbal Open Univer-
sity (1994 grant assistance, Y974 million): '

'Dlspatch of Project meulatlon Specialist (1994, one spemallst pn-
mary-education field)

-Preject for Participatory Development-Led School Constx uction (1994
small-scale grant assistance)

Project for Participatory’ Developmcnt-Led Constructlon of Women s Com-
muhnity Educatnon Centre (1994 small scale grant assnstance) .

| 3) POS]thH of the Second Cauntl y Study Group on Pri ior 1ty A] eas -

(D Education: Current Condltmns and Challenges

Problems in the education field must be addr essed from a long-range per-

spective. Major improvements cannot be expected within a time frame as

‘limited as five years. Many of the same problems c1ted in the ﬁrst country
study (1991) are still evident, '

Below is a listing of the prmclpal problems now chal acternsmg the educa— _ .

' thl’l sector at large.18

¢ Low enrolment rates at every educational level: 71 percent in primafy'

16 Numerical dala excerpied from UN Inter- Agency Mission on Basic Education, Challenges and Opper-
tunities: Basic E dgm@n_&pﬁhn_ﬁa_k;ﬂgn 1595. GOP, Ministsy of Education, Secial Aclion Progcamme
Seminar on Basic Educalion in Pakistan, 1995
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school (male 87 percent, female 55 percent); 45 percent in middle school
(male 58 percent, female 31 percent); and 30 percent in secondary schoolt?

¢ Primary education stilt not widespread; enrolment rate low and dropout
rate, high (45 percent)

‘s Low literacy rate (total 37 percent; male 49 percent, female 24 percent;
~urban 58 percent, rural 28 percent) -

e Poor enrolment and literacy rates for girls

+ Inadequate teaching materials and facilities

¢ A shortage of technical and vocational schools

¢ Unemployment among citizens who have received a formal education

In effect, Pakistan faces a host of education-related troubles. If anything,
" though, special attention should be given to the educational needs of women if
it is to post sweeping improvements in the education field. In fact, the country
- will find it extremely difficult to lift enrolment and literacy rates without first
striving to erase the gender gaps distinguishing access to education in general.
1t is widely recognised that the educational level of their mothers is a decisive
factor influencing the school enrolment of young women. No one should over-
ook the fact, therefore, that encouraging women to pursue their education now
will al'so effectively serve as an investment in the education of future genera-
© tions. ‘What is more, improving basic education for women will be key to the
- success of famlly planmng programmes and promoting Chlld health Given
~ these perspectwes, it seems strongly necessary that steps be taken to m:prove' 2
'prunary and secondary educatlon in Paklstan with speclal emphasts on the
needs of women.

_ Primary education is one of the areas given priority under the Social Ac-
- tien Programme (SAP) now in effect. Particular emphasis has been placed on

- female education, with the goals of closing the gap in enrolment rates for boys

< and girls and lifting enrolment rates overall. To that end, efforts are being

-+ made to build hew school structures, improve existing structures, develop in-

stj-ufctionél equipment and materials, and boost the quality of teacher training
programmes. Budgeting has been secured for these undertakings; in addition,

17 The eduestion system is divided inlo_t-hé following levéls_: Primary school (Classes 1-V), Middle
school (Classes VI-VI), Secondary school {(Classes 1X-X) and Higher secondary school {Classes XI-X11),
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education-sector budgets have been reallocated, and appropriations accordingly
increased for primary education.!® New education policies formulated in 1992
give overt attention to the issue of improving the efficiency of frameworks for
implementation and cite a need for strengthened provincial government roles
as well as improved capabilities in the arenas of education-programme assess-
ment and monitoring.

The foregoing"portrajal' depicts problems for the education field in general.
In re-exdamining education-oriented ODA for Pakistan; however, our attention
focused on several issues of particularly noteworthy importance. These issues
are taken up below. '

a. Fostering the Spread and Quality of Primary Education
Following are some of the problems with primafy education.!?.

* Low enrolment rates (in terms of 'gross' totals, 71 percent overall and 55
percent for girls. On a net basis, the overall enrolment rate is believed |
to be around 50 percent, with about half of all students remaining en-
rolled to their final school year.) '

o High retention and dropout rate.s (the dropout rate is at 45 percent.
"~ Many students drop out during the first two years of school.)

* Low levels of student achievement in school20

_ Several factors can be cited for these problems Educatlonal facilities and -
: educational opportumt:es remain undequate and unbalanced (with gaps evi-
" dent between urban and rural areas and between boys and- glrls) School
curricula tend to be overloaded and does not meet practical needs, and the
available instructional materials are insufficient. Furthermere, many school
~teachers are reported as being untrainé_d'and teacher absenteeism is commmeon,
©  Certain background circumstances, however, cannot be ignored. Education
budget shortfalls are one, weak school administration (from the provincial down
to the teshil level) are another, and the lack of community participation in

18 GOP, Planning Commission, Social Action Programme 1992:1995.
1% Numerical data from same source listed in footnote 16.

20 According to a recent study conducted with a nationwide samptle of 11-12 year-old children, only 33.6
percent could read with comprehension and only 17.4 percent could write a letter. (Data source sams as

above.) Original source is M, Perez, Basic Competencies of Children in Pakistan, Pakistan Psychological
Foundation, 1895.
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educational affairs, yet a third. To be sure, the challenges facing primary
education in Pakistan abound and are tightly interrelated, thus demanding
comprehensive approaches to their solution.

b. Expanding Educational Opportunities for Girls and Women

‘Steps to improve primary education will also demand that specnal attention
be given to educational opportunities for girls and women in rural districts.
The backward state of education for wemen, particularly in rural areas, is one
of the key reasons for low enrolment and literacy rates. There is strong resis-
tance in Pakistan to the idea of having girls in upper primary and higher
grades receive their education together with boys, or allowing them to be taught
by malé¢ teachers. Another factor that should be kept in mind is the scarcity of
female teachers at the rural level, a situation stemming from the fact that few
women commute over long distances or live atone. (Female teachers can, how-
- ever, teach classes of boys or girls.) Accordingly, to improve educational oppor-
~ tunities for girls and women in general, lt is essential that the rural shortages

: of girls’ schools and of female teachers be redressed, and that steps also be .
- taken to bolster the qualifications of fcmale teachers.

Training for women teachers and access to educational Ser’vices togetller :

stand as key issues confronting werk to improve the scale and quallty of sec- '_ '

. : onda!y educatlon for women. Partlcularly in the rural areas of Paklstan, the

shortage of girls’ mldd]e schools is éven more serious than the shortage of glrls
prlmary schools In’ addltlon soclety gener ally frowns on the idea of fcmalc

. students commutmg very far. ' For such reasons, many girls do'not advanceto

| mlddle school even though they have completed primary school and are ad-
equately prepared for continued study. In soc1etles such as Pakistan’ s, social
‘restrictions limit contact between men and women. That is one reason there is
‘a serions need for programmes to train women who will serve as providers of
: 'somal services to women. In addltlon, from the standpoint of training women
to serve as teachers and'in other profess:onal roles, secondary educatlon for
| -women has also become vital.

¢. Teacher Training

Low enrolment rates, high dropout rates, and poor levels of student achieve-
ment indicate that students and parents alike are not particularly enamoured
‘of schools or schooling. 'That is an attitude that has been strongly influenced
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by teacher absenteeism and the shortage of qualified, knowledgeable teachers.
Indced, Pakistan apparently needs to move away from its conventional theo-
retical focus and conduct training programmes that place more emphasis on
pedagogy. In addition; the government would be adviscd to take steps to
bolster the relatively low social prestige of school administrators.

-d. Expanding' Seience and Mathematics Instruction in Primary and Second-
ary Education

When it comes to providing useful instruction in mathematics and science
subjects, primary, middle and secondaly school curricula in Pakistan seem to
" face a number of problems. ‘In particular, textbooks tend to be inadequate in
their content, both in sheer volume and usefulness. Largely for such reasons,
students generally demonstrate poor scholastic achievement in these areas.

" Instilling students with a functional understanding of science and mathemat-

" ics demands suitable facilities and materials for laboratory experimentation

~ and applied study. Few schools in Pakistan are currently so equipped. E

" Practical instruction in science and mathematics subjects is eSsénti_al (és—
- pecially at the middle and seéohdary levels). It therefore seems ilxlpéi'ative
that steps be taken to improve the exmtmg cur ricula, provide teachers ad-
equate training in basie science, and eqmp more schools w1th essential equip-

~ ment and materials fc—r instruction in these fields.

. Fmthen mtrﬂducmg and stlengthemng vocatwnal or home -science course
* programmes would be one concewably effectwe way of i 1mpr0vmg the practlcal

~value of cducatmn to dally life, thereby buoymg the appeal of pnmary and
secondary education itself.

e. Strengthening the Programme-Implementation Abilities of Education Ad-

ministratien

‘Education counts as a field in'which both the federal and provincial gov-
ernments have jurisdiction. District-level gover nment agencies, moreover, ful- "
fil an instrumental role in managing and momtonng the country’s public schools.

‘Strengthening the 1mplementatlon and monitoring abilities of the local admin-
istrative apparatus would go a leng way toward improving the overall quality
of education: It thus seems essential that steps to that end be pursued. An-
other noted problem is that many schools are not very well-rooted in the local
communities they serve, a factor that effectively undermines the interest of
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children and parents in schooling, per se, and that also accounts for deficien-
cies in community-led monitoring abilities. Remedying these drawbacks will
call for actions aimed at bolstering the implementation powers of local admin-
istrative units and encouraging communities to become more actively involved
in running their school facilities.

@ Priorities

In view of the current situation and problems cited above, the priorities
stressed by the previous country study basically still seem valid to us. How-
ever, given the sheer immensity of the task of pursuing real improvemerits in
the education field and the effectiveness of ODA that Japan can extend to that
end, we would prefer to adopt a slightly different stance on the priorities and
actual methods of implementing ODA.

| Primary and secondary education, and especially for women, is one of the
priority fields of Japanese ODA. Within that context, teacher training for
women will receive special priority. Addltlonally, we recommend that the
North West Fronti¢r Province be treated as a priority region for the time being,
given the fact that Japan’s assistance programmes for the trainiﬁg of women
teachers and for primary education are alrcady under way there. Our ratio-
nale for that recommendation stems from the point of view that it would be an

- effective strategy to augment the projects already in progress in that province

with support in the areas of curriculum, teaching ald preparation, personnel :

~and I;rammg, and utilise them as models for the future pursuit of comparable =~

"ODA pnojects in othel regions of the country where education services are’ ‘still

| reiatwely backward. : From the standpomt of offsetting reglonal disparities, we -
also feel it would be wise to include educationally backward Balochistan Prov-
ince among the target regions for our ODA (i.e., together with North West
Frontier Province). | |

o I,nf’tmg the quality of educational services and pursuing the (’lev'elt}pn\entj of
' :educatlon mﬁastructuze at the regional level toget‘ner will hold the key to the -
~‘advancement of education in Pakistan. Accordingly, Japan should explore
what it can do within the limits of its own existing ODA frameworks and ,
‘maintain a flexible posture of accommodation.

Though efforts to enhance the quality of education pose extremely impor-
tant challenges to Pakistan’s social and economic development, due to the
presence of an underlying maze of social and administrative restraints, this'is
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one field. where improvements will be difficult to achieve. Partly for that
reason, ODA should be extended on a sustained, long-range basis.

a. Training Women for Primary and Middle School Teaching Roles

Currently, a teachers college for women is being built with Japan’s grant-
based assistance in Abbotabad in North West Frontier Province. Future
progress, however, will hinge largely on the approaches pursued in the soft or
" intangible areas of assistance. Accordingly, for now we would prefer to lay
emphasis on teacher training programmes for women in North West Frontier
Province and Balochistan while providing support for efforts aimed at enhane-
ing the soft features of the above-cited college facility. '

Specifically, we feel assistance of the following kinds would be beneficial:

¢ training programmes for women teachers, in Japan or third countries -
(e.g., Indonesm Malayaia, or other Islamic countries in Asxa) :

. deployment of experts in teachers colleges and provmcnal educatlon bu- '_
reaus ‘ ' -

. "deployment of Japan Overseas Cooperation Volunteers (JOCVs)

. Providing opportumtles for change in the actual wmkplace will be essen-
: tlal to the task of lifting the qualnficatlons of teaching pe:sonnel in Pakistan.

UtlllSlﬂg youth exchange programmes to invite women teachers and allow them .

to experlence ‘the Japanese educatlonal system in practlce would likely have a
-mgmﬁcant rlpple effect It would probably prove’ equally effectwe 'to have

'_ _experts versed in ‘matters 1angmg from school management to pedegoglc tech: = =

%mques deployed in teachér colleges while placing expents in education adminis-
tration in the offices of provincial education bureaus. There would also con-
ceivably be value in having JOCVs work as instructors chiefly in the subjects
~of science and mathematics, twe areas that, as has been pomted out will be

major challenges for primary and secendary education m the years. ahead_ o

And, as a necessary step to ensure that teachers colieges for women live up to

their essential objective, consideration should probably be given to estabhshmg’ R
student scholarships, with preferentlal eligibility assigned to women brought |

up in rural areas who are prepared to return to rural districts and serve as
teachers once they have completed their courses of study. '

Another potentially useful measure would be to utilise the teachers college
facilities as education centres in the community. In other words, they could be
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used as training centres during the summer vacation period, offering in-service
training courses for local teachers, or programmes aimed at encouraging for-
mally educated women in the community to take an active interest in pursuing
teaching careers.

b. Cooperation to Expand the Scope and Improve the Quality of Pfimary
and Secondary Education

Serious inequalities distinguish rural and urban education infrastructure
and opportunities in Pakistan. That state of affairs demands that action be
taken to build more schools, especially in rural communities. Consequently,
Japan should actively consider extending ODA for projects to build small schools
or renovate and expand existing school structures. Training and preparing
rural women who have some formal education to serve as teachers may be one

| effective way of overeoming the general shortage of women teachers in rural

“districts. Given that such forms of assistance, however, would be difficult for -

Japan to undertake on its own, coordinating projects with international
~organisations or NGOs may be a better approach. Similarly, coordination with
‘other aid organisations would conceivably be one expedient means of furnish-
ing ass:stance in the form of incentives for students {e.g., scholarshlps meals "
‘school uniforms, ete.). '

\ Japan is currently engaged ina grant funded pro_;ect for the constructlon of' |
30 primary schoolq in North West Frontier Provmce As with the teachers-
g college prOJect mentloned above it will be essentlal to expand on that assns- -

- tance in the future Specaﬁc actlons to that end will poss:hly mclude

* placing teachers or JOCVs versed in science and mathematics subjects
on assignment in Pakistan, and

* - assisting in the development of mstructlonai materials for those sub-
jects. ‘ :

- Additionally, as one strategy aimed é_lt‘a.d\‘_'ahcing' these efforts, the facili- |
' ties now under construction could be’ui;ilis‘ed as support centres for other schools
“in surrounding communities. In particular, Japanese experts and volunteers
involved in the above undertakings could play an active role in building new,
' small-scale schools, renovating existing facilities, and running teacher-training
| programmes. '
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c. COOperatibn with the Development of Equipment and Materials for Sci-
ence and Mathematics Instruction in Primary and Secondary Education

Assistance in this arca would likely be focused in the development and
production of cquipment and materials for practical experimentation and study
in the science and mathematics fields.

~ The National Educational Equipment Centre (NEEC) in Lahore is one fa-
citity already engaged in developing instructional materials (ﬂasks, magnifying
glasses, ete.) for primary school teachers. Though it is not as yet a very large-
scale operation, it has drawn attention to the potentially instrumental influ-
erice it could have toward improving academic curricula.

Helping Pakistan expand its capabilities in terms of supplying instruc-
tional materials in general can be éxpected in turn to foster the spread of
science and mathematics-related mstructwnal mateuals into primary school :

classrooms nationwide.’ Such’ assistance will ef‘fectwely heighten the practical
o value of primary school curricula and indirectly contribute to better student
. familiarity with sclentlﬁc subject matter at the’ middle school level. Forms of
| ass:stance to the National Educational Equipment Centre would concelvably
" include the deployment of Japanese experts and JOCVs with education’ or
' engmeerlng backgrounds. . '

Fmally, the overall effectweneqs of efforts toward the three prlonty objec-
' twes dlscussed above would likely be enhanced 1f actual ODA pro;ects were .
1mplemented on an mtegt ated basns ‘ '

@ Other Issues Desewmg Attentmn Ca

In exploring forms of qssmtance aimed at building schools that will serve
as :eg’lonal models, two issues must be borne in mind: namely, (i) whether such
schools will be suited to lacal conditions, and. (u) whether they will actually
serve as cffective local models i in a realistic sense (i. e., can they be 1epllcated or

not‘?) The poor quallty of education services, together with the absolute scar- |
city of education m{‘rastructure especnlly in rural areas, togethe: count as the

" twvo most fundamental problems confrontmg the primary and secondary educa-
tion fields in Pakistan at this time. Vmwmg local conditions, it seems impera-
tive that schools be built to an appropriate scale and with suitable facilities if -
we are to maximise the effectiveness of limited ODA resources and develop |
structures that will serve as serious models for Pakistani education infrastruc-
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ture at large. From the perspective of offering better educational opt}drtunities
to those groups that have been afforded relatively less access to the benefits of
education to date (particular girls and women in rural districts), these consid-
erations will be essential.

We must emphasise, moreover, that transferming schools now under con-
struction with Japanese ODA into effective community models will amount to a
task demanding various forms of soft, content-oriented assistance (e.g., devel-
oping instructional materials, deploying teachers, and running teacher-train-
ing programmes) in addition to the hard, construction-related work.

Improvements to the system of education administration will count as yet
another essential for efforts to address the many education-related issues now
in view. To that end, studies of education administra_tion at the federal, pro- .
- vincial, an_d' rural levels would likely be worthwhile (i.e., concerning the actual =
roles of, flow of funding at, and problems associated with each level with re-
spect to education-programme formulation, implementation, and management).

'Finally, to expand on Japanese assistance in the education field, it would
seem desirable to find organisations and research institutions that are willing
to serve as the pwotal elements of support for foreign-trainee programmes in
Japan and the deployment of Japanese teachmg personnel abroad.

@2 | Co.opera_tmn for‘E.nhancem_ents in Health and Medical Care Services |

I

., Cooperation for the ’Praining of He‘alth énd Medical Care Pers':cmnélj :

* Cooperatlon for Matemal and Chlld Health Care with Emphams on
Safe Motherhood

1) - Recommendations Made in the Provious Country Study

- The _recommendation$ of the previous courntry study emphasisé several mea- -
- sures for better p’rim.ary health care. In particular, they place importance on

: str:engthening and linking facility-led assistance, such as that for the provision =

of better health-care services at the Islamabad Children’s Hospital, with much—
_ 'needed increases in regionally oriented a351stance such as ‘the provision of

-equipment and materials to basic health units (BHUs). In addition, they un-
derscore the' importance of finding steady supplies of personnel capable of the
operation and maintenance of medical equipment.
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The previous study also expressed the view that projects in certain areas
(e.g., for the construction of paediatric and cardiovascular clinics, the supply of
equipment and materials, and the extension of technical assistance) would be
viable and effective ways of improving the services of secondary and tertiary
health-care institutions. Purther, as measures in the fight against infectious
disease, it cites technical and logistics-oriented assistance as serviceable ap-

_proaches to aid, particularly in the productlon of vaccmes one area where
Japan has achicved world-class levels of quality.

2) J apanese Assistance Since the Previous Country Study

- Since the paper on the previous country study came out (in Feb. 1991),
Japan has initiated, or has put togethcr p]ans for, several aid undertakings in
- this ﬁeld including the following:

] Pro_lect for Improvement of Medicat Lqunpment in NWFP (1994, grant
assistance, ¥900 million)

e Study on Implementation of Maternal and Child Health Project (1996)

-'-‘ Project Formulation Study ‘on Population and AIDS (in pr1m xty coun-
© 0 tries under the Global Issues Initiative (1996). :

: 3) " Posntion of the Second Country Study Group on Priority Areas
@ Health Cate Current Condttlons and Issues _ -

Wlth few exceptlons, health care in Pakistan today shows httlc change
' from its state five years back, when the first country study was carried out.' If
anythmg, the primary dlf‘ference is that the country has since formulated (1992)
and implemented a Social Action Programme Secondly, it has launched its
" National AIDS Prevention & Control Programme to deal with AIDS, a problem
- that has taken on increasing national significance. ' '

,ia'._ Social Action Programme (SAP)
_ The Pakistani government has made the SAP one of the ‘prior:ity areas of :

"its Eighth Five-Year Plan. Aceordingly, budget appropriations for the SAP
- have been made on a prierity basis. The SAP gives preference to a number of
“objectives in the health-cave field, including steps to lower the population growth

rate (from 2.9 percent to 2.5 percent by the end of the 1990s); lift the coverage
rate for family-planning programmes (from 21 percent to 68 percent); vaccinate
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85 percent of all first-year infants against infectious diseases; increase the
coverage rate of traditional birth attendants (TBAs); increase the number of
community health workers; improve the quality of services provided by rural
health centres (RHCs) and BHUSs; and establish health centres for the urban
poor.2! Whereas the federal government is responsible for formulating and
earmarking budget appropriations for the SAP, the provincial governments are
responsible for SAP project implementation.

b. Social Constraints

As is illustrated by tables in the supplementary material at the end of this
paper, most indicators on primary health care in Pakistan are not favourable.
One prerequisite to improve those indicators is physical infrastructure for health
and medical care, such as district health and medical care facilities, and po-
table water supphes *Aid from the World Bank and the Asian Development
Bank, as well as Japan, has fostered significant improvements in primary
~ health-care facilities such as RHCs and BHUs. The major issues at present
include improving secondary health and medieal care facilities such as district
hospitals, and eﬁ‘ectivé utilisation of primary and secondary medical facilitieé
to potable water supply famhtles at the reglonal level is still madequate only |
- about 40 percent of the populatlon in rural commmunities has access to waten
: supphes

In additio'n to the pliyéiéal or infrastructural féct&:s dis‘cusse.d above, sev-
: eral soclal factors also form a sngmﬁcant prerequlslte to 1mprove ‘the indica-
tors As it happens; social indicators for women are much lower than expected.
‘ ThlS is attributable chiefly to various social bottlenecks, including poor literacy
rates, the limited penetlatmn of basic education, and insufficient levels of
‘health educahon Furthermore, there is still strong resistance to the idea of
women undergomg medical treatment by male doctors. That social factor has
. helghtened the need for female doctors, partlcularly in rural areas. Even so,.
the absolite number of female physxcmns in Pakistan remains considerably
fewer than that 'requi_réd. Another serious problem is that few female physi-
cians take up assighnﬁents in rural areas; several background factors help to
explain why. One possible reason is the prevailing system of social values in

21 GOP, Planning Commission, Social Actien Programme 199295,
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Pakistan which inhibits women from working outside their homes or living
away from their families. Another possibility is the insufficient remuneration
that female physicians assigned to rural areas can receive, compared to the
remuneration levels enjoyed by their counterparts in urban areas. Ancther
possibility is the social environment in rural areas which makes a woman
living alone away from her family feel vulnerable. Another serious issue is the
shortage of qualified nurses, though that situation has been improving. For
instance, many women consider nursing jobs to be a good source of income, and
thus an increasing number now aspire to enter thé profession. One significant
change characterising the improvement is the increased number of Musllm
nurses, who constitute over 70 percent of the country’s nursing populatlon

Theugh Pakistan may have eénough dectors in terms of pure totals, their
numbers in the urban and rural areas remain severely unbalanced. Doctors
tend to be concentrated in urban areas and show little interest in moving to
the countryside. There seems to be a correlation between their attitude and
" the backward state that characterises difficult commtmic'ations as well as the :
- poor quality of and difficult access to education and health-care services in

" * _rural areas. Trained professmnals who have finished higher education can

~typically have a bread range of job opportunities to choose from. Accordingly,

" it could be pomted out that the real pr oblem is that rural districts lack incen- -

‘ twes that would effectlvely encourage doctors to pursue their professmns there

The pr oblems hampermg the advance of heaith care m P-ﬂustan are tlghtly
. mterwoven with other problems having to do w:th somally nnposed constraints -
-and underdeveloped conditions in rural’ areas A331stance shaped by consuier-
ations for these factors w111 be a precondltmn for ser:ous lmp:ovements in
Pakistan’s health and niedical care sector. - In addition, it will be essential to
pursue assistance projects from a medium and long-range perspective.

c. Institutional Constraints

In addmon to social factors, varxous mstltutlonal constz aints are also con-
sidered a deep-rooted source of many of the problems with health and medical
care in Pakistan, as has been illustrated by serious organisational inefficien-
cies and inadequate training programmes for medical 'professionals.

It has been reported that the structures in place for the provision of pri-
mary health service tend to be inefficient and overly concentrated in the hands
of the federal government. In addition, many cases of overlapping services and
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functions are reported, and the system itself has been described as having
become too complex in organisational and institutional terms, making manage-
ment an extremely difficult task. For such reasons, inadequacies sometimes
characterise programme budgeting, personnel policies, and the supply of neces-
sary equipment and drugs. On top of that, the situation is such that delays in
budget appropriations seem frequent.??

Health- -care services have become fairly widespread in rccent years. Over
90 percent of all union councils are now equipped with BHUs or altematwe
facilities. However, at the rural level, many of these facilities sometimes lack
supplies of basic drugs, contraceptlves and vaccines, face shortages of ad-
equately trained female workers, and offer health-care services that are gener-
ally poor in quality. For that reason, many have fallen into disuse or have
been abandoned cutright.2> As one of the problems stemming from this situa-
tion, patients have frequently bypassed the lower levels of the health-care
~ system altogether and crowded into central hospltals essentlally undermmmg '?
the efﬁcwncy of the referral system itself. '

Some m]portant problems are also observed in the system of training for
medical professionals, as well. People who pursue medical careers in Pakistan
tend to be motivated largely by the goal of setting up their own personal
: practlce as medical speclallsts, for that reason the medical education system
 does not prepare students for primary health ser\nces at the rural level. Such
: tendencles notwnthstandmg, recent developments suggest Pakistan has stalted
- workmg to bette1 integrate the health -care needs of rural society mto its med:- :

; cal trammg proglammes for mstance in Dec 1995 Bakkai Umversﬁ,y, a pn- : .
~ vate institution, ‘held a conference on rural health dare with backing from the =

World Health Orgamzatlon In addition, the Health Service Academy, which
_receives assistance from - GTZ, is planmng to introduce a Master of Public
Health programme next year.

@ Prlorztxes '

Development needs in ‘the health and medical care field of Paklstan are =
diverse. Japanese ODA in particular, though, should be focused in efforts to

22 Woerld Bank documents {1994).
23 World Bank documents (1994),
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‘bring down the high mortality rate for women {(a statistic attributable in large
part to deaths during pregnancy and childbirth), reduce morbidity, and foster
improvements in district health-care systems, including the provision of better
primary health-care services.

Pakistan also has broad-ranging needs for assistance in the arena of pri-
mary health care, a field that has been beset by various problems extending
from those of national proportions on down to the community level. This
situation demands a comprehensive approach to strategic planning within the
context of fostering improvements in the country’s district health-care system
at large. That approach would conceivably involve working in coordination
with other aid institutions to furnish assistance that is mutually complemen-
tary, that can be initiated and enlarged in phases, or that gives consideration
to the effective utilisation of local human resources. However,: Pakistan will
* also require assistance that looks beyond BHUs, RHCs, and other primary-c.ar'e:
- facilities and strives for improvements at district headquarter hospitals and.
~ other secondary health and medical care facilities, i.e., those facilities to whlch
patients receiving primary care are often referred. '

a. Cooperation for the Training of Health-Care Personnel

Improving the knowledge, health and medical care expertisé and manage-
ment skills of the personnel employed at health and med:cal care facilities wil} "

“be essentlal if Paklstau is to effectwely strengthen its district health and medi- |

cal care systems. Indeed, in view of the social constramts dlscussed earlier,
: he:ghtemng the access of women in rural areas to health and medlcal care

~ ‘services will be precondltloned on effcctlvely training and posxtlomng female

doctors (WMOs), nurses, lady health visitors (LHVs), midwives, and other fe- -
male health and medical carce personnel in health-care facilities nationwide.

However, Pakistan still suffers from a chronic Sh'o_lftage of nurses. 111_ fact,
there are currently three doctors to every nurse, on average (three doctOrs to

every two if LHVs and midwives are included).” That situation prevents pa-

tients from receiving the quality cave usually extended by ﬁurse{s, 'ai\d has
contributed to a general deterioration in the quality of medical treatment.
New schools for nurses and LHVs have been built with donor-provided assis-
tance in most provinces, effectively alleviating most of the difficulties once
attributable to a shortage of such schools. However, the facilities, quantity
and quality of instructers, and training curricula of the respective schools have
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not yet attained satisfactory levels. To be sure, striking gaps in these arecas
are evident at the provincial level and between schools themselves. Hopefully,
steps will be taken to bolster the qualifications of Pakistan’s health-care per-
sonnel by identifying, and extending assistance to deal with those areas in
need of improvement.

“In order to ensure a viable referral system between primary and Secohdary'
medical facilities, training programmes or refresher courses in medical tech-
niques and management skills to provide medical services tailored to the health
care needs in rural communities have to be organised for doctors and LHVs
working in rural areas. In addition, such programmes will have to be moni-
tored to gauge whether they are effective in bringing about substantial im-
provements. Assistance aimed at strengthening the administrative and edu-
cational structures and refining the skills of the personnel who are involved in
~ the actual formulation and implementation of medical care programmes and
~ the follow-up assessments of such training programmes will also conceivably -
be an important and effective means of lifting the quality of health-care ser--
- vices at the commu'nity level, even if such assis{anée is indirect. '

- Support for undertakmgs in South- South cooperatlon would also he a po-
tentially effective means of cultwatmg needed human resources. To that end,
Japan could provide assistance aimed at encomagmg personnel exchanges at
various levels between Pakistan 'ahd other :dev:el'oping countries in Asia (Is-
lamic countnes in partlcular) that have a]ready demonstrated a measure of
success wnth programmes of thelr own for the prowsmn of r ural health care,

- ThlS approach would al]ow Pakistan to draw on the experlences of such coun-

: trles for instance, in the arenas ‘of programme development and the training of -

health care personnel

b Cooperation for Maternal and Child Health-Care, with Emphasis on gafe
Motherheod -

'One of the most conspxcuous features d:stmgunshmg pattems of death and
' "dlsease in Pakistan is that the incidence among women is relatively high com-
pared to other countries at the same level of economic development. In par-
ticular, maternal mortality due to complications during pregnancy and child-
* birth is exceptionally high (around 500 per 100,000 live births); though it
would appear the country has substantial room for improvement in this area,
little or no sign of progress has been observed to date. Another problem worth
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noting is that, compared to neighbouring countries such as India or Bangladesh,
Pakistan has shown relatively little progress since the carly 1980s toward
improving mortality among children under age five.

Figures on maternal mortality are indicative of poor levels of health and
welfare among Pakistani women. Those deficiencies are thought to be a mani-
festation of several influences, including malnutrition, frequent pregnancies,
and a low incidence of reliance on available health-care services—a factor in
itself attributable to social restraints and peor education. Accordmgly, it would
appear the country is in need of sweeping measures, mcludmg actions in the
areas of education and nutrition.

Primary health-care coverage has improved significantly at the rural level
due to offorts since the 1980s to build and run more facilities. Nonetheless, 85
percent of all chlldbn‘ths still take place at home; further about 80 percent of
- pregnant women in rural communities and 40 percent in urban districts still
- receive no prenatal care. Clearly, Pakistan faces a pressing need te improve
. the reach and quality of maternal and infant health-care, with emphqsns on’
safe motherhood Japanese ODA should therefore place puorlty on measures -

S in these areas.

Maten nal health in Pakistan has been neglected practncaliy as a fringe
concern of the health and populatmn welfare sectors. Largely for that reason,
efforts to improve indicators on maternal Liealth in the country have not ach:eved :
~concrete results. Accordmgly, it is desnrable that Japan conslder furmshmg ‘_

. a331stance for more substantwe matm nal health care services at pmnary health-

_care facnlmes as well as for enhancing emergency medlcal care in the obstet-
rics field at secondary-referral hospitals.

- Around half of the cases of infant mortality up to five years of age in
Pakistan are nconatal deaths occurring up to four weeks after birth.2! Neona-
tal mortality is known to be more strongly influcnced by the mothex s health
and nutritional status during pregnancy and at blrth rather than post-natal
nutrition and hygiene. It can therefore be antlc:pated that i unprovmg maternal
health will lower both materaal, and indirectly, infant mOrtahty rates,

As it happens, Japan is currently in ‘the process of mltlatmg a new project

24 Demographic and Health Surveys, Pakistan Demographic and Health Survey 1990/81, p.114
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for improved maternal health in Pakistan. The preliminary field study and

negotiations have started. The philosophy underlining the project is the pro- -
tection of motherhood. The project is expected to offer refresher training for
female doctors, nurses, and midwives throughout Pakistan, and to establish
pilot referral systems in selected districts in the capital district of Islamabad,
Punjab Province, and North West Frontier Province.

‘® Other Issues Deserving Attention

"The implementation of a Social Action Programme in the health and medi-
cal care field represents an unprecedented development. However, cnsUriﬁg
that the SAP actually results in improved health-care quality and access at the
community level demands better administrative capabilities at the district level,
and technical assistance to the districts by federal and provincial governments .
as well as the decentralisation of authority. These are important issues that’
should be kept in mfin‘d as Japan moves forward with assistance programmes : f
~in this field. | '

' Maternal health and primary'health c.;:l're are issues that have to be ad-
~dressed on a long-range and nationwide basis. In furnishing assistance in

" these areas, Japan should formulate projects that give adequate attention to
- the technical, orgamsatmnal institutional, and budgetary aspects which mﬂu— _

ence the sustamablllty of a pmject so that prOJect models can be apphed in

" other reglons of the country In addltlon momtormg orgamsatlonal and insti-
: tutmnal aspects of a pro_lect shou]d be mcorporated mto the project compo-

- nents.. As one of the underpmnmgs of work to develup Paktstan s health- -care .. -

' sector at large, steps to develop new’ assistance models will require that re-

forms or progress in other less-appar ent facets of the health-care system (those |
| haviﬁg to do with'advances in the private sector or government-NGO coopera-
‘tion) also be 1dent1ﬁed and better coordmated w1th each othei

Most of the beneﬁclarles of pr lmary health care and matel nal health care

are women. In view of that reality, it seemis absolutely essential that any
4p1:'0jei:t formulation be led by an awareness of the cultural and social position of
women in Pakistan. : That awareness could be achieved by having survey teams
and deployed specialists conduct social analyses, and by having gender special-
ists (preferably women) pﬁrticipate'in the préject-formu]ation process.

~ With the introduction of its national AIDS Prevention & Control Programine,
Pakistan’s federal government has launched a national-scale response to the
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AIDS problem. Though there have been few reported cases of HIV infection in
Pakistan to date, in view of the epidemielogical data for neighbouring coun-
tries, it seems advisable that early steps be taken to prevent the spread of HIV
infection and thereby minimise the impact of AIDS. Japan, for its part, should
maintain an ongoing dialogue with the Pakistani government regarding assis-
" tance to this end.

Not enough is known about the state of school-based health programmes in
Pakistan at this time. Nonetheless, given the insufficiency in health-related
education and the low level of Pakistani indicators on primary health in gen-
eral, measures to foster a wider awareness of health-related practices and
topics at the elementary and 10Wei‘—sec0ndary educational levels would likely
be effective. '

1.2 FEconomic Infrastructure Devélopment '

(1) Cooperation for'Energy Problems

. Cooperatlon for the Development and Efﬁcxent Utilisation ef Domestlc
Energy Resources : ‘ j
* Cooperation in Efforts to Address Inefficient Ai'eas of the Power Sec-
tor . o : . . :

: 'y Ceoperatlon for the Development and F‘ffectwe Utllisatlon of‘ Lecailscd
' Energy Resources’ ;o -

o :1).‘ Recommendations Made in the Previous Count_ry Study.

As a measure to deal with a projected increase in energy imports, the first
country study urged that Pakistan reduce its dependence on such imﬁorts by
3 ;hamessmg more of its own'domeéstie hydropower and coal reserves. That
“action, it noted, would help the country improve its current account balaneej :
while at the same time diversifying its sources of energy )

‘To this end, the ﬁrst study hsted several prlorltles for ODA

¢ Support for research studies on coal

o Studies and research on the construction of coal-fired thermal power
stations
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s Improvements in the overall efficiency of electric power transmission

» The manufacture of briquettes for household fuel, and
o Measures to protect the environment.
92) Japancse Assistance Since the Previous Country Study
Japan has pursued two aid p.roject:s in this field since Feb. 1991.

» Bin Qasim Thermal Power Station Unit 6 Extension Project (II) (1994
loan assistance, ¥14.0 billion)

¢ The Secondary Transmission Lme Network Expansion PrOJect (1995,
loan assistance, ¥12. 0 billion)

3) Position of the Second Country Study Group on Prierity Areas
® The Energy and Power Sectors: Current Conditions and Issues

Pakistan’s Eighth Five-Year Plan incorporates several policy objectivéé for..
the country’s energy sector, including (i) the promotion of energy conservation;
(ii) improved energy self-sufficiency through the development of domestic en-
" ergy resources; (iii) sectoral steps in deregulation and privatisation; and (iv)

ratmnallsatmn of energy prices. 25 However, it neither specifies the priorities

to develop primary energy sources, such as coal, 011 or hydropowe: ‘nor the
priorities to develop alternative energy sources of electric power, Responsxbll
ity for the development Qf coal and water resources in Pakistan is in the hands

of the: provmclal governments For that reason it is consulered that the ad- i

: mmlstratwe structure might prov:de some unpedlments to formulatmg the
“policies that would set priorities for energy-resource development from a na-
tlonal perspective. :

Privatisation is the biggest change taking place in Pakistan’s energy and
_power fields. ' Otherwise, little if any change has been observed in demand,
- “supply, and other fundamental conditions since the last country study was
- -performed five years back. Inefficient an'd unsustainable forms of energy use

in urban and rural areas count as one of the most noteworthy probleras at
 present. ’

25 ' GOP, Planning Commizsion, Eighm_}i‘jyg-_teﬂgﬂg.n 1993-98, 1994,
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a. Absolute Power Shortages and Promotion of Privatisation

Peak demand for electricity currently runs around 11,000 MW, which is
significantly more than the installed capacity of 8,500 MW. To be sure,
Pakistan’s power shortage has been chronic for many years; now, the govern-
ment is striving to harness private-sector capital in order to alleviate it. It has
already received bids from private-sector contractors for a project to build a
new thermal power station, and has since reached tentative agreements with
two companies. The government has expressed its expectation to reach tenta-
tive agreements by March 1996 on projects to construct a total of 2,400 to 3,620
MW of new thermal power stations.

~ Regarding hydropower development, it has decided to invite private-sector
blddmg on projects for the construction of regulate-pondage and run-off- “river
hydropower plants with generating scales of under 300 MW.26 In addition, as
a step to restructure the Water and Power Development Authouty {WAPDA)
- and transform it into an mdependent corporation, the government is’ ‘now ex-

ploring the idea of selling off some of its existing power plants to the prwate o

- sector, In particular, it has plans to divide certain geographic sections of its
- existing power distributien networks into smaller zones and sell them off to
private interests,27 and has unveiled bold privatisation policies that aim to
construct new transmission lines with private sector investment.28 However
“because the. private sector construction of hydropower piauts and transmlssmn

lines has 3ust sta1 ted, it is prcmature to predict how well the private sector |

will evaluate the pr 1vatxsat10n programme and how much prwate mvestment
‘such programmes wnu[d be able to attract. ' : ‘ : : -

In Sept, 1994, the gover nment set up its Pl :vate Power and Infrastr uctuze _
Boald (PPIB) to handle the procedural affairs of privatisation. In addition, it
recently authorised the establishment of the National Electricity Power Regu~
latory Authority (NEPRA), thus completmg the institutional framework for the

| prwat:satlon process.  [n other words, it appears NEPRA will be the mstltutlon
with regulatory jurisdiction over the power sector, wnth WAPDA aind the pri-
vate firms in the business of thermal and hydr opower geuerat;on and dl_Stl'lbu-

26 Qop, Egj_cx_tzame_ngitjad. ackamﬂmm&_&wﬂaﬁgmmmgm
Projects in Pakistan, 1995.

27 Accordmg to interviews with officials in the Ministry of Power and Water Management (Sep. 1995).

28 GOP, Policy Frame work and_Package of Incentives for Private Sector Hydro Power Generalion
Projects in Pakistan, 1995,
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tion which are under NEPRA. It is also anticipated that WAPDA, which is to
become a state-owned corporation, will retain its traditional responsibility over
large hydropower development projects, the distribution networks with less
demand density, some old power stations with lower thermal efficiency, and
wndertakings in rural electrification,

-1t is expected that most of the new thermal power statiohs to be built by
'the private sector will be powered with imported fuels, which would eventually
result in an increased 'proportion'of primary energy imports out of the total
primary energy demand. In order to reduce transportation costs for imported
fuel, it is anticipated that most of the new thermal stations will be sited near
Karachi, which would increase transmissien line losses caused by unbalanced
distribution of generating facilities in the national grid.

b. Slow Progress in the Exploitation of Domestic Energy Resources

_ Pak:stan has an estimated hydropower potential of 27,000 MW of that
" total, however, Only 4,825 MW (18 percent) had been harnessed as of Dec.
1993.2% Also, due to problems associated with the relocation of local inhabit-
ants, the country has not made any serious progress in developing new, large-
scale hydropower facilities for some 20 years. However, construction work is
- about to begin on the Ghazi Brotha Hydro Station (a run-off-river type wnth_'
capacity of 1,450 MW), whlch is scheduled to enter operation in 2001. Hydro-
power is a renewable energy resource. “Accordingly, further developmg and ‘

. harnessing Paklstan S hydroelectnc potential will be an incr easmgly \utal chal—

: lenge, given t‘nat it can help the countl y effectwely alleviate its dependcnce on
imported energy supplles and improve its balance- of-payments posmon over <
the medium and longer term. '

Though coal counts as yet another important domestic energy resource,
questions pers:st about its quality as well as whether the country is actually ‘
utilising 1t eff‘echvely Because the utilisation of coal depends largely on its
: quahty, it scems essential that further research be pursued on utilisation meth-
“ods that are well-suited tc the physieal quahtxes of the types of coal extractable
" in Pakistan.

29 - ‘World Dank documentation (1994).
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¢. Poor Efficiency of Energy Use and Deteriorating Air Quality

Transportation currently accounts for the largest share of energy consumed
in Pakistan. However, transportation-related energy use is still extremely
inefficient. The biggest reason is that more efficient forms of rail transport to
carry unit loads account for only a’'small 14 percent share of the total load
earried, whereas less efficient forms of vehicular transport account for 86 per-
cent. Asit ha;ﬁpens, the share attributable to rail-based transport (14 percent)
has been shrinking steadily from the 75 percent it measured 3 years ago.
However, the Eighth Five-Year Plan incorporates government provisions to
push the share back up to 20 percent.30

Trucks account for most vehicular cargo transport. However, many trucks
are typically overloaded. The resulting heavy loads on truck diesel engines
‘degrades their fuel efficiency, while the exposure of roads to loads exceeding
their designed capacity contributes to their general deterioration. Inefficient
energy use3! in the transportation sector is also considered to be a major cause
of air pollution. ' '

d. Rural Energy Consumption and the Depletion of Forest Resources |

Achieving impr ovements in the consumption and supply of energy will be a o
major challenge in urban and rural districts alike. According to a survey of
" household energy use conducted in 1991, only 53 percent of all househo]ds in ¢

‘ Paklstan were electnﬁed a finding that suggests close to half the' country’s

populatlon stlll does not bhenefit directly from the supply of‘ electrlclty It was
also discovered that firewood accounts for 54 percent of final energy consump-
tion, followed by cow dung at 18 percent.32 These findings pomt to yet another
fact; namely, that the continued consumption of forest resources in the absence
of reforestation programmes has rapidly depleted the country’s forests, which
were originally a scarce resource.® As this illustrates, supplying energy to
rural districts has become a eritical issue that goes hand-in-hand with'the
problem of deforestation. -

30 GOP, Planning Comimission, Iiiglﬂ_h_tigg-Xgar Plan 1993-98, 1994,
31 See 3-1in the next seclion (I-2-2), on “Aid for Improvements in Transbortation Infrastructure.”
32 GOP, The Bnergy Wing, Pakisten Household Epergy Strategy Study, 1991.

‘33 Given these circumstances, the federal government has begun implementing plans for a tree-plant-
ing campaign.
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@ Priorities

a. Cooperation for the Development and Effective Utilisation of Domestic
Energy Resources

Pakistan has many premising yet undeveloped sites for the generation of
 hydropower on a scale comparable with the facilities at Kalabagh (3,600 MW)-
and Basha (3,300 MW). Judging from its iong-rénge energy needs, it seems
.imperative that the country effectively hai‘ness_these hYd‘ropower resources,
albeit with due attention to the surrounding environment and local inhabit-
ants. Furthermore, potential small-seale sources of hydropower abound in the
mountainous belt to the north. Such resources, if harnessed, would be a highly
effective means of electrifying the rural communities in those mountainous
districts. ‘

Pakistan also possesses sizeable confirmed reserves of coal. Though ques-
~ tions about the quality of the coal itself seem to rute out much hope of utilising -
‘the coal deposits as a source of export income, such reserves could conceivably
: help the country satisfy domestic energy demand. It is hoped, therefore, that
' their effective utilisation can be eneox:rag_ed through the provision of assistance
- for studies and research on utilisation methods suited to coal quality. It is
somewhat unclear what role the Pakistani government has assigned to coal in
its energy policies. Japan should bear that factor in mmd as it strives to
formulate ODA projects in th:s area. ‘ ‘

b Cooperatlon in Efforts to Addrcss Inefﬁcwnt Areas of the Power Sector 7’

Even after becommg a state owned corporatlon it is antlclpated that
WAPDA will still be rcsponslble for a number of inefficient generation plants
and be faced with the necessity of pursuing various unprofitable ventures in
~rural electrification. Under these circumstances, it eould be presumed that it
would be very difficult for WAPDA to attain financial self-reliance. From a

_purely economic perspective, then, it scems vital that WAPDA be assisted in o

: formulatmg programmes for the renovation and modernisation of existing ele-
"ments of its power-generation and distribution- network infr astructure, and that
it have financial assistance for programme lmplementatmn Rural electrifica-
tion is yet another issue, and one of substantial geographic scale. It therefore
seems imperative that WAPDA have help in formulating projects that give
" ‘attention to such factors as demand density and local geographic features, and
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that it also have financial support at the implementation stage.

¢. Cooperation for the Development and Effective Utilisation of Localised
Energy Resources

Hopes have focused on the potential in solar power, small-scale hydro-
power, biomass-based fuels, and other forms of renewable encigy that can be
utilised as community-based, localised energy resources. At present, little
effort has been made in Pakistan to effectively harness these localised energy
resources in remote communities. One problem is that due to their small size,
such generating plants cannot enjoy economies of scale. Nonetheless, if ad-
equate attention is given to this drawback, assistance for the exploitation and
effective use of such localised energy resources could conceivably play an in-
strumental role, both in boosting the quality of life in remote communities and

- conserving scarce forest resources.
® Other Issues Deserving Attention

Pakistan has demonstrated impressive strides in implementing policies for
the privatisatioh of its power sector: Nonetheless, queétions remain as to
| iv}_lether it will be able to suitably balance the bold goals of its privatisatiOn
. programme with the nced to maintain stable supplies in a ficld that is fu:lﬂa-
- mentally in the public interest. Electr icity rates in Pakistan have been largely :
; subsidised up to now. As to be expected, the rates prlvate -sector power supph- ‘_

Cers charge will no doubt seem higher by cmnpar:son given that they must be o

precondltmned on the concept of cost’ recovery Therefone unless gover nment :

; regulatlons and momtormg in this sector are approprlate expenswe e!ectrncnty
rates could exclude low-income households from beneﬁtmg from clectnclty,
and may impede economic development itself.

! Privatisation is a relatively new trend in Asia and for that reason, various
funcertamtles still cloud its eventual outcome In som¢ ways, the prwahsatlon :
“of Pakistan’s power sector could be consndered as an ambitious experlment In
‘formulating and approving future aid pro;ects for Paklstan Japan will find it
‘essential to gnvc attention to the degree of success of prwatlsatlon proccss '
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(2) Cooperation for Improvements in Transpo’rtation Infrastructure

. Cooperatlon for Ratwnahsatlon in Rail Transport

+ Cooperation for Rationalisation in Road Transport

¢ Cooperation for the Development of Rural Read Networks

1) Recominendations Made in the Previous Country Study

allways, roads ports, and telecommunications were the mfrastructural
areas given priority by the prevmus study. In particular, it was noted that it
would be necessary to repair aging railroads and locomotives, modernise work-
shops, and extend technical assistance for improving the quality of services by
introducing en-line tlcketlng systems. In connection with the issue of energy
resource development, the study also cited a need for a fundamental restrue-
turing of management and operating systems and the introduction of public-
. private approaches to the transportation of coal, and discussed possible ‘_coop-_
~eration for structural reforms and operational changes. Regarding roads, the
‘study considered it of pressing importance to establish a system for the repair
and 1egular mamtenance of arterial highways, and to develop rural road infra-
structure. - Further, in view of the fact that the Indus Highway project had. '
been initiated with Japanese ODA, the study called for a forward-looking policy
on additional assistance for that undertaking. Port and harbour facilities were
described as belongmg to'a field in which proﬁtable operatlens would be dlfﬁ-
cult to: be achleved Accordmgly, it was urged that ODA for that field be
focused prlmarlly m techmcal assistance. Finally, thh respect to telecommu- -
‘mcatlons, the study stressed that unportance be gwen to the provision of ser-
vices tailored to the nceds of consumers namely through technical transfers for
maintenance and grant assistance to develop and improve central research
- facilities in :the telecommunications field.

o 2 Japa'nese Assistance Since the _Previetis Couﬁtry Study
- Japan has pursued a number of aid pl'OjBCtS in this field since Feb. 1991

* Greater Lahore Mass-’l‘ranmt System Development Plan (3-year study
m:t!ated‘m 1989)

* Project to Upgrade Trunk-Line 94 Station Signal Equipment (1991, loan
assistance, ¥3.2 billion)
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‘NWEFP Bridge Construction Project (grant assistance over three years -
beginning 1992, ¥2.8 billion in total)

Engine Rehabilitation Project (1993, loan assistance, ¥6.0 billion)

-»

Engine Assembly Project (1993, loan assistance, ¥6.1 billion)

Indus Highway Censtruction Project (1993,'1031'1 assistance, ¥18.2 billion)

Road Construction Pr oject for Rural Development (1993, loan assistance,
¥il.5 billion)

The Study on National Transport Plan (1994, tlevelopment study)

Kohat Tunnel Construction Project (1994, loan assistance, ¥5.4 billion)

3} Position of the Second Country Study Group on Priority Areas

New developments in the drive to privatise the infrastructure sector are
considered the most significant changes that have taken place in the arena of
economic infrastructure since the first country study was performed. The
federal government has already decided to privatise its biggest state-run com-
pany, Pakistan Telecommunication Corpor ation (PTC), and is now movmg ahead
w1th preparations to sell off its PTC stake. Apparently, the gover nment pre-
fers to privatise its holdings in this potentially lucrative field and shift the
- priorities of soft loans and other forms of ODA to other ﬁclds However, the
: phone penctration rate is stil} extremely low. m Paklstan at 20.6 phones per.

1000 population.® In addltlon questnons lmger over the development of tele- .

communications in rural ar eas wheze prwatlsed compames would hardly find
it profitable. It is therefore necessary to retain some areas of telecommumca- :
tions for Japanese and other donor’s assistance. ' ‘

For port and harbour development, Pakistan is already receiving assis-
~ tance from the Asian Development Bank (ADB) and other aid organisations.
- Also, mirroring an approach adopted for the telecommumcatlons field, it has
- recently announced several private- -capital- led projects for port development in .

" major port cities.?® Considering the change discussed above, and the wide

range of economic infrastructure development needs in Pakistan, it is neces-
sary for a donor to concentrate on selected development needs for assistance,
In view of that necessity, the Second Country Study Group has decided to place

34 GOP, Planning Commission, Iﬁgﬂhﬂmﬁar_ﬂag_lm&wgi
35 According to interviews with officials on the Board of Investment (Sep. 1995)
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immediate priority on the development of transportation infrastructure, espe-
cially roads and railways, which represent major elements of the infrastruc-
ture. Accordingly, we discuss current conditions and issues as well as priori-
ties in the sections following.

@ Transportation Infrastructure: Current Conditions and Issues

Geographically, Pakistan spans a substantial distance from north to south.
That feature makes rail one of the more-efficient modes of surface transport.
What is more, rail also surpasses vehicular transport in terms of energy effi-
ciency per unit of cargo. Nonetheless, in 1991 arcund 86 percent of all passen-
gers and cargo carried by surface transport nationwide was over roadways,
whereas railroads accounted for only the remaining 14 percent.3® That figure
of 14 percent represents a sharp decline on the 75 percent share attributable to
- railroads some 30 years earlier. What is more, as a result of that decline, the .
energy efficiency of surface transport has dropped by a comparable margin on a
national scale. This state of affairs, moreover, has at the same time become a
key factor behind the increase in air pollution due to exhaust- -gas emissions
from buses and trucks. As stlpulated in the government’ Eighth Five-Year
Plan shifting from road ttansport to rail transport will be one of the critical
-challenges Pakistan is facing in the years ahead.. Impmvements in the effi-
cnency of' rml transport are consndered to be an essentlal pr econd]tlon for that-
shift. '

In Paklstan fiscal resources and adequate nnplementatmn systems for ef—j
fectwe 10'\d and rail mamtenance are consxderably undermmed - As'one conse-
' quence, deteuoratmg road and rait condltmns are becoming more evident. At
the same time, transport under these conditions has created a vicious eyele
that is characterised by further declines in energy efficiency.

‘a. Road Ne_twoi;k D.eve!opnie‘nt and Regional Disparities

~*  Pakistan’s road network consists primarily of national highways (6,600
- km) nianagéd by the National Highway Authority, provincial highways (44,000

~ km) under the control of provincial public-works departments, and rural road-
ways (65,000 km) supervised by local 111u11icipalities.37 Due to the growing
~ volume of traffic in recent years, large cities such as Karachi, Islamabad, and

- 36 GOP, Planning Commission, Eighth Five-Year Plan 1993-98, 1994,
37 GOP, ES 94-95.
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Lahore have witnessed an increase in traffic accidents, Budget shortfalls,
however, have prevented authorities from maintaining and expanding read
facilities necessary to accommodate the growth in traffic volume.

Much of the country’s road infrastructure is concentrated in the provinces
of Punjab and Sind. By contrast, North West Frontier and Balochistan Prov-
‘inces do not have enough roads. In terms of width, number of lanes, paving,
and other factors, many existing roads are not in good condition. |

b. Structural Problems in the Railway Sub-sector -

" Most of the railway networks were constyucted by Britain during the colo-
nial era preceding Pakistan’s independence in 1947. Following independence,
rail services were operated by a public monopaly, the National Pakistan Rail-
way, ¢ and placed under the jurisdiction of the Ministry of Railways. The rail |
monopoly has continued to run its largely unprofitable services at an operatmg'
deficit. That financial predicament, coupled with the inefficiencies stemming ;
from inadequate capital investments and poor maintenance, has given shape to
a vicious cycle of increasing ééverity. The resulting deterioration in passenger-
 and cargo-transport efﬂciehcy, nioreover, has been one of the factors behind
E the shift to vehicular modes of land transport. Thirty years ago, the rail |
- system commanded a 75 percent share of all surface transport in the country.
- Since then however it has achieved no growth in transport volume, which is -
~tosay. that road ttansport have accounted for practlcally all thc volume growth
m surface transport to date. In effcct st1 uctural problems are the root cause
L of the mefﬁclencms chalacteusmg Pak:stqn S mllway system today '

‘¢, Private Participation in the Rail Transpoi‘t Sub-SCCtO!‘

Attempts by the private sector to participate in rail transport are emerging
- as a manifestation of recent privatisation efforts in the infrastructure qector
Actording to the Private Power and Infrastructure Board established in Sep-
tember 1994, the construction and operation of thermal power plants by pri:
vate sector will become a reality. In addition to construction and operétion by

the private sector, there is a plan in place under which fuel transport to ther: -

mal power stations will be subcontracted to private companies. According to
this plan, the private subcontractor is to procure its own locomotive and tanker
cars and to transport fuel from the port to thermal power stations using the
railway owned by the National Pakistan Railway, paying a usage charge to the
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NPR. The PPIB has expressed intentions to expand this formula and let
private-sector firms transport other types of cargo as well.
@ Priorities

improving poor energy efficiencies and organisational systems for manage-
‘ment and operatlon represent the principal challenges Pakistan is facing in the
arena of transportation infrastructure. Japanese ODA should place priority on
" efforts to deal with those challenges. Additionally, the necessity of securing
means of transport in rural districts is taken up in (3) below. It is considered
that underdevelopment in Pakistan is attributable largely to the traditional
power structures in local areas.3® Accordingly, from a long-range perspective,

securing the means of transport in rural areas will help establish the funda-
mental conditions for eliminating such barriers to further developnient.

a. Cooperation for Rationalisation in Rail Transport

Since the first country stuﬂy, a sense of urgency has compel]ed Japan to
supply Pakistan with assistance for projects aimed at improving rail transport.
However, structural problems built into the rail system itself are the important
source of the inefficiencies witnessed in this sector. For that reason, logisti-
- cally orlented ODA alone will not be enough to get at the root of the problem.
Assistance to streamlme revntahse and madermse the National Paklstan Ra1l-

. way will thus be essentlal

Ta that end, it appears Japan shmﬂd ﬁrst proceed chiefly w1th techmcal

assistance which prepaves a compr ehenswe plan to llft the overall efﬁcnency of | : o

' National Paklstan Railway operations, and then the financial assistance should P

be prowded so that the plan can be implemented gradually. More specifically, |

the technical assistance should consist of capital components, including the

renovation of existing facilities and equipment and installation of more signals,

and ithrmatioha_l components, which streamline and modernise the manage-

" ment systems and organisational structure of the rail system. The technical

- assigtance should culminate in a rationalisation plan for the rail system to |
“allow the plan to be implemented by such financial assistance.

© 38 See seclions 1 of this paper (Perspectives on Aid to Pakistah).
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b. Ceoperation for Rationalisation in' Road Transport

‘Pakistan’s road sector has been a target of substantial assistance since the
first country study was performed. All projects currently in progress are aimed
at establishing core elements of the country’s surface transportation infra-
structure, and as such, they should be continued. New undertakings in this
area, though, should be limited primarily to projects that can be expected to
offer strong social and economic benefits. Deficiencies currently characterise
the country’s budgeting and systems for road maintenance. Consequentty, if
projects for the construction of new roadways were pursued under these condi-
tions, they would further aggravate the country’s road-maintenance expenses
 and contribute to greater deterioration in the maintenance of existing and new
roads combined. Ultimately, the efficiency of road transport would be ad-
versely impacted in turn. ' "

Restrictions on truck load capacities and improvements in public transport
together represent the challenges that must be addressed if the efficiency of
road transport is to be lifted. Many trucks tend to be loaded beyond their
capacity. That practice exposes roadways to leads beyond their designed liniit, -
and thus 'contriliutes to their physical deterioration. In addition, the extra -

loads on truck diesel engmes not only hurts their fuel ofﬁcmncy, but also

results in heavier gas emissions resulting from mcomplete combustlon that are ':
- . a cause of air po]lutmn Enforcmg appropriate regulatlons on truck load ca- |

pac:tles wnll be essontlal if thls s:tuatlon is to be remedled o

'Due largely to: the factors cated above oxlstmg roads in Pak;stan have .
reached a fairly serious state of disrepair. In addltlon many roads are too
narrow or still unpavod Repairs and renovations aimed at allevnatmg these

" conditions will be vital to the goal of heightening the overall efficiency of road

E transport

Publlc transportatlon tonds to be rather meagre in developmg countrlos in
general, and Pakistan is basu:ally no exception. Steps to develop publlc trans-
portation systems will be vital, for they can help to alleviate road congestion
and air pollution in urban areas while at the same time providing opportuni-
ties for more women to enter the national work force. In order to solvé public
transport problems in Karachi, Lahore, and other urban centres, Pakistan now
is preparing a plan to introduce light-railway transit systems (LRTs). Though
questions about implementation frameworks and economic viability remain, it
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is expected that the plan will be of significant benefit in alleviating urban
congestion and boosting the overall efficiency of road transport, provided it
could be actually implemented.

c. Cooperation for the Development of Rural Road Networks

Traditional power structures entrenched at the rural level appear to be one
of the core factors behind Pakistan’s lagging development. From a long-term
perspective, though, fostering the range of job choices for lower-income rural
inhabitants and increasing the opportunities for women to participate in pro-
ductive economic activities will together be vital to the country’s economic and
social development. Developing Pakistan’s rural road networks can be consid-
ered to be one of the several effective steps toward transforming the traditional

L S()Clﬂl Stl ucture in rural areas

However unlike the artenal hlghways connectmg its major urban centres,

~* Pakistan’s rural road networks cover huge areas of national territor y 'For that

: reason, it will be essential to pursue development work by p]acmg priority on
$e_]ected districts. In particular, it will be necessary to evaluate the conditions
_ of existing roads at the provincial and district tevels, prioritise respective can-
- didate regions, and ini;ilcme’nt projects on a long-range basis. Local govern- -
ments typiéally may not have enough funding for the construction and mainte-
nance of branch roads that would be under their Juusdlctlon Therefore, in
: f'ormulatmg assistance progects Japan should also give attention to budgetmg
: contmgencnes at the loca] 1evel

Rural road mfrastructure wﬂl be essentnal to the pl omotlon ofrural devel- '
'opment and industrialisation. Accordingly, pwjects to develop and improve
rural road networks will be more effective if they s_ire pursued in tandem with
programmes for rural déVelopmeht and iﬁduétrialisation.

©0ther Issues Deservmg Attentlon

 Because economic mfrastructure deve]opment needs in Pakistan vary con-
:51derably, it is necessary for Japan to concentrate on the selécted needs in :
: :order to extend effective assistance. In particular; given the close connection
between the improvement of energy usc and the alleviation of air pollution,
altention should be focused on the importance of boosting the efficiency of rail
and road transport. Furthermore, in preparing aid packages for the develop-
- ment of rural road networks, existing regional disparities will deserve atten-
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tion.

The Pakistani government is now striving to invite foreign investment as a
means of privatising not only its power sector but also some components of its
read, rail, and port infrastructure. However, several questions about economic
viability still characterise the privatisation projects themselves. On top of
that, it is difficult to deny the nnpresswn that the privatisation scheme seems:
under-deve!oped to fulfil the intended objectives ‘which include the reduction of -
government’ fiscal burden. Unless Pakistan moves to address certain
organisational and structural constraints, it would be difficult to expect sub-
~ stantial progress in remedying inefficiencies and lagging development in op-
erational systems of economic infrastructure. '

2. fUpgréd’ing Industrial Structure

- 2-1 - Coopetation for Enhancing Agricultﬁ_ral _Productivity‘andf
- Employment Opportunities - ' '

° ';Cooperqtlon for Promoting Research and Development (R&D) to Help
" ‘Boost Land Productmty and Promote Agrlcultural Diversification

. .Expanswn of Agrlculture Related Infrastr ucture

o Promotmg Reglonal Deveiopment and Industry i in Rural Areas

. Cooperatmn for Promotmg Forestry and Flshery -

1) 'Récoﬁnilendétibﬁs Made‘ in the i’r_bvious Counti‘y Study
“The previous country study report contained the following recommenda-
tions for twe priority areas, boosting agricultural productivity and diversifying
. the range of agricultural products. '
‘Agricultural productivity enhancement involves the following:
o Sustaining and increasing the land prodﬁcfivity
¢ Effective use and nianagement of irrigation water
e Measures to combat salinity and Waterloggfng

+ R&D into crop varieties, cultural husbandry, planting configuration, pre-
vention of blight and insect damage, etc.
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Introduction of improved inputs and equipment (this includes the effec-
tive use of chemical fertilisers)

Two-step loans for small- and medium-scale farmers

Fortifying the spread of agriculture and expanding agricultural educa-
tion and training

Diversifying‘the‘range of agricultural produété involves the following: _

Cultivation of vegetables and fruit

Improvement of the overall distribution system, including storage and
transport

Promotion of stock breeding, fishery, and forestry

' 2) Japanese Assistance Since the Previous Cour;ntry Study

| Japan has advanced a large number of cooperation projects, primarily irri-

gation related to help boost agrlcultural producthty

On Farm Water Management PrOJect (1991, loan assnstance, ¥8.23 bil-

lion) : o
Agricultural Credit Project (1991 loan assistance, ¥10 billion)

Malir Rwer Basm Agricultural Development Prq;ect (Engmeermg Ser-

- vice) (1993, loan assistance, ¥206 rmlllon)

;Land Resource Development Pro_lect for the Upllft of Farmmg Commu-

mty in the Province of the Pun_;ab (1992 grant a551stance, ¥1.809 bil-
lion} . o _ :

Grant Aid for increased Food Productioh (2KR) {grant assistance, ¥5.3
billion cumulative total for 1991-1994)

Project for Land Resources Deve!opment' in Balochistan (1993, grant

: assnstance ¥1 964 bllllon)

Pro_)ect for Watershed Management and Irrigation Development in

- Mithawan (1994, ‘grant assistance, Y460 mllllon)

'_ Feasxb;hty Study on the Development of Irrlgatlon Based upon Flood
- Flows of D. G. Khan Hill Torrents (1992, development study)

Feasibility Stu.dy on Chashma Right Bank First Lift Irrigation Project
(1994, development study) '
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¢ Feasibility Study on Lining Distributaries and Minors in Punjab (1994,
developient study)

Japan has promoted the following agricultural diversification projects:

¢ Coastal Fisheries Development Project in the Province of Balochistan
(1993, grant assistance, ¥414 million)

o Qenetic Resources Preservation and Research Laboratory Establishment
Project (1991, grant assistance, ¥1.5667 billion; 1993, technical assistance)

In addition, several experts in the fishery and stock breeding fields have
been dispatched to Pakistan.

3) Position of the Second Country Study Group on Priority Areas
@ Current Conditions and Issués in the Agricultural Sector

Agricultﬁre is an important key to the success of the ongeing economic
liberalisation effort in Pakistan. Agriculture plays many different roles in the
. process of economic development, including the inexpensive and stable supply
. of wage goods and raw materials for industry, the creation of jobs, the acquisi-
tion of forpign capital, the mobilisation of savings, and the enhancement of
- purchasing power. To fulfil these diverse roles, the agricultural sector must

achieve growth of at least 5 percent. |

: The agricultural growth rate i"_n PakiStgn has not been low, even compared
‘to rates in industrialised co'unti'iés.”ﬁR:einarkab‘le increases in productivity
‘were achieved through the “gréen revolution,” initiated in the rhid 1960s.40 In
“the mid—lQSOS,'p'foductidn of new varicties of cotton was Beguh, leading to a
‘sigaificant leap in production by 199 1-92. This was a tremendous success and
it raised the country’s hopes with regard to the potential of primary products

39 Growth in the agricultural sector in the 18605 (196061 to 1969-70) was 3.7 percent, up from 1.2
percent in the 1950s (1949-50 to 1959-60). Over the past ten years (1983-84 to 1993-94), the growth rate
has been 4.4 percent. During the first part of the “gréen révolution” (1862-61 to 1964-65), the average
giowth rate was 2.9 percent, but as the revolution gained momentum in the latter haif of the 1960s
(1965-66 to 1969-70), the growth rate reached 5.5 percent. By way of comparison, the Japanese agricul-
‘tural growth rate before the war (1889 to 1940) was 1.34 percent. S. Hirashima, op. ¢it., p. 70; World
Bank data (1995), World Bank Annual Economic Review; Minami, Nihon no Keizaj Hatten (Literal
tranglation: Japanese Economie Development), Toyo Keizai Shinpousha, 1932,

40 In 1959.60, prior to the Green Revolution, Pakistan produced 6.1 million tons of food graing (3.91
tons of wheat, 1 million tons of rice), but it has boosted that figuré 3.6 times to 22 million tons as of 1994-
95 (16.7 million tons of whéat, 3.36 million tons of rice). During that timeé, the area under cultivation has
increased by 53 percent. ES 94-95, computed from the Statistical Appendix.
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for boosting cconomic development.4! These achievements, however, are still
not satisfactory when viewed in light of Pakistan’s potential. The agricultural
sector in Pakistan faces the following problems.

¢ Low land productivity

* The depletion of arable land due to salinity and waterlogging

o Regional disparities in public investment

* The decline of combined agricliliure and stock breeding

. Insufﬁcient'mobilisation; maintenance, and management of resources
¢ Dualistic siructure of technology at work | |

J In'suf‘ﬁcieﬁt employment opportunities in rural areas

* Biases in pricing policies

¢ Inefficiency in R&D and dissemination Systems

¢ Insufficient credit for small farmers and non-farmers

* Slow progress in mddter‘nising agricultural infrastructure, including the . :

building of agricultural roads and electrlﬁcatmn of farming villages

' These various problems can he best clariﬁed by dividing them into three _

Lo mam categories.

- a. echmcal Aspects of Boostmg Productlwty

Even after undergomg a green revolutlon Paklstan ] average land pr oduc-, o

:twnty was at a level ‘comparable to that in Japan in ‘the early Meul Perlod'
(1868-1912). Average productivity was a mere one- fourth of that achieved at
an agriculture experiment station in Pakistan. This is attributable first to
limited investment of modern agricultural inputs, as well as to a lack of exper;'
tise in agricultural teéh'noldgy among farmers, a dualistic structure of technol-
ogy {(capital-intensive technology and labourd_ntensive technolegy), a failure to
establish appropriate location specific technology, and a lack of éfﬁciéncy_ in
capital stock., Over the long term, farmers’ technological expertise must be
réiéed, anci to achieve this, impro’veménts must be made in basic technical
education and in the systems for disseminating technology. In addition, urgeﬁt

41 Pakistan produced 500,000 tons of colton in 1983-84, and doubled production to 1 million tons the
following year. Production reached a peak in 1991-92 of 2.18 million tons, before declining the following
year to 1.64 million tons. ES94-95, p.47. '
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measures must be taken to counter production declines in cotton due to blight
and insect damage and the depletion of arable land due to salinity and water-

logging.
b. Institutional Aspects of Agricultural Production

Pakistan’s present land system \indo’ubteclly has a conSiderable'impact on
growth and equity in the agricultural sector. With respect to the impact on
growth, an inverse correlation between scale and productivity has not been
fully demonstrated. That is primarily because there are many examples of
positive correlation between scale and technology level. Therefore, the appro-
priateness of land-system reform has not yet been established from the van-
tage point of boostmg productivity. However, the necessity of reform is mani-
fest from the perspective of achieving equity. Attention must be paid to the
extremely political nature of land-system reform, inasmuch as it is not a free-
market measure. | ‘ |

Urgent measures are nceded to address three aspects of Pak:stan S agncul
tural system. The first is the modermsatlon of systems for the development |
~and dlssemmatlon of technology A matter of particular importance in this

regard i is that organic links have not been established between central R&D
systems and dissemination of technology. The sccond is bias regarding agricul-
‘tural credit, purchasing, and marketing of agricultural produce. The third is
the lack of preductlen orgemsatmn in rural villages. Given the complex . socio-

- economic structure of Pakistani v1llages it is understandable that ergamsatmn o

. "at the lowest level would be’ ﬁaught with dlfﬁcultles Nevertheless orgamsatnon

at the village level and the streng’themng of preductmn capacily are going to be
necessary in the future in order to promote the mobilisation and effective use
of local resources and 1mprove the maintenance and management of the exlst-
ing capital stock,

¢. The Dilemma of Agrlcultural Pellcy

We would like to take up three policies here The ﬁrst is prlemg pohcy It
is premature to make a definitive assertion, but changes in relative pricing:
produced by structural adjustments?? appear to be working to the advantage of

42 Changes in trade terms between agriculiure and industry; more spemﬁcally, changes in agricultural
product prices and the prices of inputs for agriculture supplied from sources outside of the agricultural
sector.
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farmers who have excess marketable surpluses, as indicated earlier. The sec-
ond is the policy concerning the choice of technology. The current structure
which is seen to exist among farmers has given rise to a duality in technology
selection. 43 The Pakistani economy has not yet passed through a so-called
“turning point,” but technological selection is clearly moving from an orienta-
tion toward land productivity increase to one of increasing labour productivity.
The third is the absence of a policy towards non-farm households in villages.
Non-farin households, who account for 53 percent of village residents, are seek-
ing new employment opportunities in and outside of farming, but no clear

policy orientation has been devised so far with respect to these persons.44

Careful consideration must be given to these three policy areas when delib-
' eratmg the roles that Pakistan’s agrlcultural sector should fulfil in the future.

@ . Priorities

‘a. Cooperation for Promoting Re_search and Development (R&D) to Help '_
~ Increase Land Productivity and Promote Agricultural Diversification

 In order to fully exploit Pakistan’s latent agricultural capacity, the supply
system of modern agricultural inputs must be fortified, but what is still more
“important is enhancing farmers’ technical ahd managerial skills. In terms of
assistance for addressing this problem over the long term, it will be essential
" to extend assistance for R&D that is acceptable for small farmers, the improve-
ment of technology dissemination systems with thow f’ocus on small farmers, |
‘and the expansion of agncultural educahon Over the near and medmm terms,
‘m_eanw}nle, what is effective is cooperatlon aimed at the development and
dissemination of water managcment‘and tand conservation technology; cultiva-
tion technology in breeding, fertilised growth management, and comprehensive
‘blight and inséct damage control; and post-harvest processing technology. It is
also necessary to emphasise the 1mportance of technical cooperation in the
ﬁeldb of fruit cultivation, stock breeding, and sericulture, which fulfil i impor-
tant roles in stabilising farm income and are fields in which female par tlolpa-

43 See Perspectives on Aid to Pakistan, section 2-2 {P.5). The Socio-economic Background of Pakistan’s
Power Elite, : :

‘44 Non-farmers in villages comprise a diverse group, ranging from traditional craftsmen, such as
barbers, blacksmiths, carpenters, and cobblers, to mere labourers. With regard to family labour capacity,
an effort is made to supplement the income from traditional erafts and reduce the extent of annual
labour fluctuations by werking part-time in farming during the harvest season and working in other non-
farming jobs as they arise. S. Hirashima, op. ¢it., p.102-120.
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tion rates are high.

“b. Expansion of Agriculture-Related Infrastructure

The top assistance priority in this field is the modernisation of agriculture-
related infrastructure, specifically the building of agricultural roads and the
electrification of villages. It must be emphasised that the objective of this is
not only to facilitate access to f_ai'm products and investment capital markets.
It also has the ebjectives of facilitating access to information, education, and
health/medical facilities, expanding the range of employment choices for low-
income persons in farming villages, and promoting village women’s greater
participation in society. One other important area is assistance to help up-
grade the production base, primarily through the rehabilitation of the existing

' capital stock and measures to counter salinity and waterlogging.

Of greatest importance in ‘the long term would be techmcal and financial
'cooperatwn for a comprehensive infrastructure modernisation plan aimed at
-p_romotmg the sustained use of agricultural resources, specifically water and

land. Given the scale involved in any comprehensive lﬁeas'ures for combating
salinity and waterlogging, which could include large-scale drainage plans, it
would be effective to think of a scheme involving international ¢ollaboration
rather than in terms of Japanese assistance alone. ' Over the near and medium
terms, cooperation could be provided to help modernise the agricultural infra-
Istriicture spbciﬁcally to build agricultural roads and upgn -ade the water supply
in the North West Flontler Province and Balochlstan where modermsahon:
; through public mvestment is laggmg behmd In Punjab and Slnd financial
' cooperatlon could be provided for the building of agrlcu!tural roads, the electri-

o fication of farming villages, the repair of existing irrigation facilities; and the

- improvement of linings and drainage in order to prevent leakage from water
conduits to contrel salinity and waterlogging.

e Pfoin_oting Regional'Developmeht and Iﬁdustry in Ri)ra! Areas.

"~ The main objective of this component is to create employment opportuni-
ties for low-income persons in farming villages. Specifically, this entails

modernising the economic and social infrastructures primarily of market towns,
and, through this, promofing increases in and diversification of agricultural
production and providing assistance for manufacturing industries located in
rural areas. What should be kept in mind here is that modernisation of the
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social sector was insufficient in prior development of market towns and indus-
trial estates, and because of this adequate results were not achieved. Thus,
over the near and medium terms, financial cooperation for Pakistan’s financial
system must be devised in order to upgrade the economic and social infrastruc-
ture and to promote industry in rural areas.

d. Cooperation for Promoting Forestry and Fishery

‘Forest lands account for a mere 4 percent of Pakistan’s total land area.
This is something that Japan must be concerned with, both from the perspec-
tive of production and from that of environmental conservation. Forest conser-
vation in North West Frontier Province, where the majority of the country’s
forests are found, plays an important role in flood control of the Indus River
basin. Then again, social forestry in Balochistan, aimed at supplying inhabit- |

“ants with firewood, is thought to be helping in the ﬁgh_t against desertification. i

Over the long term, therefore, financial and technical cooperation must he
~devised to promote forest conservation in North West Frontier Province. And
' over the near and medium terms, grant assistance and technical cooperation
" must be devised to premote the spread of soclal forestry in Balochistan.

" In the fishery ﬁeld, shrnnp_and other marine products exported to the
- Middlé East are gradually gaining greater and greater impo'rtance.f Promoting

. coastal fishery in Sind and‘Balochistan and fresh- water‘ﬁ'shery in North West o

' Flontler Provmce and Punjab, will help the. people supplement the;r protein = |

g mtake and could also help them ralse thelr pelsonal income. Japan should‘
_contmue pr0v1dmg financial and techmcal cooperatlon in this field, as it is one
in which Japan possesses technology that makes it fully capable of providing
assmtance ' '

@ Other Issues Deserving Attentmn

Taking into account past asmstance experlence and ﬁeld studies, we would
like to draw attention to the following three points. o

First, assistance in the field of research and development, including the
dissemination of the results of this R&D, fulfils a pivotal role in Japanese
cooperation in the agricultural sector. However, Pakistan’s existing R&D sys-
tems are fraught with problems. Foremost among these problems are the
division of responsibilities between the Agricultural Research Council (ARC)

- 56 -



and provincial R&D systems, and the division of responsibilities between, and
- collaboration ameng, provincial expeumental stations and university research
institutions. Therefore, in the process of considering new cooperation for ARC,
consideration could be given to coordinating eooperation content and upgrading
R&D systems by dispatching an expert adviser when necessity demands. Sec-
ond, attentlon must be paid to the fact that there is often a tendency for
cconomic rationality to be ignored in fields which possess advantages of scale -
(fields in which the necessnty of international collaboration was referred to
earlier). Third, myriad difficulties can be expected to arise in projects that
directly affect the socideconomic structure of rural communities, inasmuch as
the key to the success of such projects lies in organisation at the grass-roots
levels. We would hope that the formation of grass-roots level organisations, a
prerequisite for participatory development, would be furthered by the upgrad-
" ing of agricultural roads, the electrification of villages, and expansion of social
services. o -

2-2 Cooperation to Help Foster the Mamﬁacturing’ Scctér and
"Enhance Productivity

"« Financing for Small Enterprises and Female Entreprencurs RN

¢ Cooperation for Promotmg Quahty Control Standardlsatlon and In-
dustrlal Standards - D =

' Coopelatlon for Industrlal Fstates . o C |

. Cooperatlon f01 Combatmg an1r011mental Pollut;on

1) Recmmnendations Made in the Previous Country Study

The previous country study report stated that the key to Pakistan’s future
growth is the revitalisation of mdust:y Issues of the greatest nnpmtance in
this respect are strengthening the productwe capacity and inter national com-’
petltweness of intermediate and capital goods, especially machinery and elec:
trical equipment, development of import substitution in machinery productlon
and fostermg export oriented industries through diversification of manufactur-
ing industries. This requires assistance for indirectly supporting the
revitalisation of the private sector, and in particular small enterprises.
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Specifically, the report identified the following priority areas:
¢ Financing for the establishment of small enterprises

* Promoting technical cooperation

* Provision of equipment and technical guidance for small-enterprise tech-
nical centres

*  Anti-pollution measures
2) Japanese Cdoperation Since the Last Country Study

The only technical assistance Japan has implemented in this arca has been
the “Study on Textile Industry Development Program,” a development study
- conducted by JICA in 1991-92, This study recommended important guidelines
for the Pakistani government with regard to future policy for promoting the
- textile industry {as indicated by the fact that it was referred to in Pakistan’s
cighth five-year plaﬁ). ‘In the area of loan assistance, ¥5.1 billion in financing
was provided for the Daudkhel Fertiliser Plant Modernisation Project II.

Thus, 'Japan has provided little assistance to tho manufac’turiﬁg‘ sector, in
part because of the inherent limitations on the ta'rg'ets and methods of assis-
‘tance, and additionally because of the impact of Pakistan’s policieé of private-
' “sector revitaliSatiorf and privatisation which have gained force since 1988.

‘f 3) .P(‘)si:ti'on.of the Secéﬁd "Cmintry Study Group on Priority Areas
® Plesent Condltlons and Chalienges in the Manufacturmg Sect0145 - -

The manufactulmg sector recordcd average growth of 7 pezcent over the
ten-year period from 1984 to 1993, although growth slipped to 6 percent in the
latter half of this period, During the same ten- -year period, the manufacturing
sector accounted for between 16 and 18 percent of Pakistan’s GDP, as thls
sector continued to be stagnant

Po make up for the lag in the process of upgrading the éo_untry"S industrial
- structure, attributable to the Stégnancy of the manufacturing sector, efforts
~ must be made to formulate long-term manufacturing policy, clearly define the
5 Governments role, and accelerate the development and growth of the manufac-

45 The figures in the first paragraph were computed on the basis of the World Bank’s World Tables
{1995 version).
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turing sector.

a. Privatisation

Pakistan’s policies of private-sector revitalisation and privatisation began
to gain force in 1988. Privatisation is sweeping through a broad range of state-
owned enterprises, including those in the manufacturing sector, and as of the
end of March, 1995, over half of the more than 100 state- owned enterprises
had already been privatised, or were in the process of privatisation.48 How-

“ever, problems have begun to surface, including the question of how te deal
with unprofitable factories for which there are no buyers, and the tendency for
the enterprises to wind up concentrated in the hands of a limited number of
domestic capitalists. Attention will have to be paid for some time to these
problem areas in the privatisation of state-owned enterprises, including those

in the manufacturing sector.

b. Investmerit, Promotion

A so-called private- -sector revitalisation policy, involving deregulation and
the introduction of foreign direct investment, is now being promoted in the
~ manufacturing sector, as exemphﬁed by the construction of thermal power
plants with domestic capital.: Signs have begun to be seen of increasing capital
investments from the West and other parts of Asia, Given that in neighbouring
India, aggresswe system reforms and a lelatlvely well- estab]lshed basic infra-
structure have led toa ﬂush of mvestment from abroad, there appears to be'a
‘lag in the effort to enhance Paklstan s irivestment env1ronment The key to
:future economlc ‘growth in Paklstan as is clear from the example provnded by
India, is the acceleration of forelgn direct investment, prlmarlly in the ener gy

and manufacturmg sectors.

' A prerequisite for this is the stab:llsatlon of internal affaxrs, begummg
with the maintenance of law and order in Karachi. Also important are upgrad ;
ing the legal system and the system of law enforcement, and the modermsatmn :
of economic and social infrastructures (water for industrial uses, roads, elec-
tricity, con‘nmumcatxons schools, medical facilities, drmkmg water, and sewage
system@ in and avound industrial estates, special industrial zones, and export
processing zones. The problem of obtaining water for industrial uses, in par-

46 GOP, ES 94-95.
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ticular, is expected to grow increasingly serious due to water resources con-
straints.

c. Upgrading the Manufacturing Sector

Food and fibre systems continue to account for approximately 40 percent of
the total value added in the manufacturing sector.*” Inasmuch as these fields
are related to agricultural production, they readily experience ups and downs
due to the effects of weather and other natural conditions. All in al}, this
industrial structure can be characterised as a fragile one. ‘Pakistan must move
away from this agriculture-dependent industrial structure through quality en-
hancement and upgrading of the manufacturing sector.

d.. Export-Oriented Small-scale Enter prlses Local Industry, and Rural Ix-
dustry '

‘Smali enterpriseé in Pakistan possess vitality and dynamism, The overall
growth rate for 1994-95 is expected to be around 4.4 percent in the manufac-
turing sector. The growth rate for small enterprises, however, is expected te be

- right around the initial target of 8 percent.*® There are examples in Pakistan .

of successful ekpol*t industries, such as ones producing surgical and sporting "
equipment in Sialkot, Punjab, that have developeﬂ from traditional crafts and |
. are exploiting the merits of integration into small enterprise groups. Itisto be
: hoped that such local lndustnes will develop in other parts of the country and
_ provide income earmng opportumtles for small falmels and non- farmers in the
- surroundmg vnllages ‘ ' ' !

Lot

. ’l’he" Labour Marke_t and Human Resource De've!opmeut

Pakistan has a structural imbalance in its supply of skilled waorkers, as
“opposed to unskilled workers, due to the ease with which workers can go
abroad (primarily to the Middle East) to work, a facton whlch serves to push up
' labour costs. This condition in the labour market makes it difficult for foreign
busmesses coming into Pakistan to find technicians in the supervisor and man-
ager class. Then again, labour costs for unskilled workers cannot be
‘charéc_terised as low either, due to the relatively fow number of women, com-

47 GOP, ES 94-95.
48 GOP, ES94-95.
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pared with non-Islamic countries, working as unskilled labourers in labounr-
intensive industries.

To support future growth in the manufacturing sector, Pakistan must en-
sure a stable supply of skilled workers and supervisor- -class technicians through
the training of technicians in comprehensive technical fields, especially ma-
chinery and metal working, and of supervisor-class technicians in the electric
and electronies fields, where needs are expected to grow from here on. Female
workers have gradually begun to enter the textile and electric component as-
sembly fields, but some time will be required before they join the work force in
significant numbers.

f Envirg}n:mental Pollution

While the environmental pellution problem has been pointed out for years,
adequate measures still have not been devised. Among the reasons for this are
_that the pollution problem has never become comparatively serious due to the
fact that the manufacturing sector growth has been centred upon light indus-
tries rather than heavy chemical industries, and the difficulty of assessing the
discharge from small enterprises, which account for the majority of the country’s
businesses, and devising measures to deal with this dlscharge The adminis-

. trative organ ‘responsible for pollution control is still in the early stages of :

_'estabhshmg erganisational and legal systems, and it has not yet reached the
~point of establlshmg monitoring systems Therefore, the bulk of effluent and
.~ smoke discharged from existing factori ies, except for forelgn al”ﬁhated and cel-
tain other large factorles, is dmcharged wﬂ:hout undel gomg any processmg In
- addition, this ad:mmstratwe agency has not made any mspectmns or exerclsed
‘any regulatory control.

Nevertheless, these conditions have begun to. be seen as a problem over the
' past few years, as effluent has caused partlcularly serious river and soil pollu-
tion in the Karachi suburb of Korangi (chenucal metal, and leather industries)
and Kasur in Pun_]ab (leather). Radical measures are needed, and the estab-
lishment of monitoring systems is a matter of great urgency. .
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@ Priorities

a. Financing for Small Enterprises and Female Entrepreneurs

This financing entails the provision of loans for the establishment of small
enterprises, purchases of new machinery, and their renovation and expansion
of facilities. A public investment system of this sort is exemplified in small-
enterprise loans provided by the Industrial Development Bank of Pakistan and
low-interest loans from funds set up, with financing provided by previncial
governments and donor organisations, in the public corporations for small-
enterpi'ise development in each of Pakistan’s provinces. The quality and gquan-
tity of this financing, however, cannet yet be called adequate. |

Public systems of small loans that can be accessed by micro enterprises,
which generally lack solvency, need to be expanded through financial coopera-
‘tion. In addition, cooperation in “soft” components, through the dispatch of
experts to Pakistan, is effective in the effort to assist in the creation of credit

. i institutions, such as guarantee associations, which do not presently oxist there.

. In addition, consideration should be given to cooperation designed to promote
~ small-scale financing, through The First Women Bank aimed at assisting fe-
_ male entrepreneurs. Even though it does not involve large-scale investments,
: cooperatwn in this field can be expected to help foster rural 1ndustry

Consxderatlon should be given to cooperatmn in the form of financing for
small’ enterpnses based on extensive studles and thorough analysxs of the
capamtles of the 1mplementmg mstltutmns R

b. Cooperah'on for Promotmg Quahty ,0011tf01, Standa{'disation,-ahd In_dﬂs-
trial Standards

- The standardisation of, and enhancement of quality contro! over, industrial
products is a chief prerequisite for buildiﬁg up the export competitiveness and
.b'ooistin'g the added-value content of such products. The setting and dissemina-
‘tion zot'"'standai*ds by a public institution, and the functions of inspection, ex-
amiﬂatidn‘ and consigned testing,'are' currently shared between two separate’
jbodles overseen by the Ministry of Industry.*? Opinions have begun to be voiced
that these functions should be integrated, but there are many unresolved
organisational/systemic problems. Addressing this need could presumably in-

42 The Pakistan Standard Institule and the Central Testing Laboratory.
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volve a master plan study on the formulation of industrial standardisation
strategies, subsequent advice in the policy realm by foreign experts, and train-
ing programmes for technology and management.

In order to effectively improve the country’s ultimate quahty control capa-
bilities, it is important to pay attention to enhancmg prwate enterprises’ in-
' spectlon capabilities as well as to pubhc-prwate sector cooperation and division
- of responsibilities between the two sectors. At the same time, it is important to
assist in strengthening public institutions’ organisatienal, personnel, and func-

tional aspects.

c. Cooperation for Industrial Estates

There are nearly 100 industrial estates in Pakistan, ranging from small

- ones, where a number of small factories are gathered together, to export pro-
cessing zones designed for large, foreign-affiliated factories. The infrastruc- | _

ture in and around the majority of these industrial estates is inadequate, and .

: development of industrial estates in remate areas, in particular, is not proceed-
ing as hoped Capltallsmg on the advantages of aggregatlon through the devel-

opment of industrial estates is extremely important for promoting the diversifi-
© cation of income sources for those living in surrounding villages by expandmg
emp]oyment opportumtles It is to be expected that the benefits of assistance
for technical centres and for upgrading the surroundmg infrastructure in con-
.gunctlon with the ‘development ofmdustrlal estates would contrlbute to the: |

" promotlon of local mdustrles as well as to the development of the reglon P

Conmderatlon shouid bo gwen toa vision of 1eg10nal development pro_]ectsl '

‘made p0351ble through industrial-estate assistance that comprehenswely incor--
porates technical assistance not only for economical infrastructure develop-
ment in the surrounding area but also for the expansion of social infrastruec-
ture, mcludmg such coinponents as medical care, and water and sewage sys-
tems. This should be based on studles of sites’ that have the potentlal for
becoming future development models, not ones in the environs of large’ cltl_es, i
both for existing and new industrial estates. ' |

d. Cooperation for Combating Environmental Pollution

Awareness of pollution as an environmental problem has been mounting in
recent years, but river and soil pollution from factory effiuent is expected to
~ grow ever more Serious from here on. Theé administrative organ in Pakistan
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responsible for menitoring the environment is still in the formative stages in

terms of both organisation and function. Therefore, the actions being taken by

the World Bank and the UNDP, which have begun providing cooperation to

meet this challenge, must be studied, and, based on this, a plan for an effective

assistance method must be devised that is linked with, or avoids duplication of,
“their efforts. '

Specifically, studies must be conducted of measures to combat pollution
{from factory effluent) aimed at regions where leather, dye, and metal indus-
tries are located, and more trainees in the pollution ¢ontrol field must be
accepted into programmes in Japan. In addition, over the medium term, con-
sideration must be given to a vision of financial and technical cooperation for
- comprehensive pellution control assistance that goes beyond the realm of pbllu
~ tion control and encompasses perlphera] issues such as saving energy and

" resources,

e. Other Technical Cooperation

" In addition to the above- mentloned areas of industrial standards, quality
control and industrial standardisation, consideration must be given to step-
ping up training in Japan in such fields as small-enterprise management,
“trade promotion, and privatisation, and, as circumstance dictate, third-eountry
“training programmes m ASEAN Islamtc nations, such as Indonesia and Malay-

sia. Consider atlon must also be given to 1mplementmg master plan studies for
ﬁndwndual sub sectors to formulate pohcms fo: approprlate mdustnal promo-
tion. . :

Also important is cooperation invelving the sending of experts and provi-'
sion of equipment in order to modernise and strengthen the functions of techni-
cal centres oriented toward small enterprises. Linking such cooperation to the
World Bank's Micro Enterprise Pro_)ect and Small- scale Industries iject would
make it even more effective.

'@_ Other Issues Deserving Attention

Rbmarkable progress has been achieved in attracting foreign capital and in
the privatisation of state-owned enterprises through the policies of private- -
: sector revitalisation and privatisation which have gained force since 1988. Itis
" important from here on to plan effective indirect assistance based on close
observation of trends in this area. With regard to the fostering and promotion

. 64 -



	Cover
	Foreword
	Table of contents
	Ⅰ. PERSPECTIVES ON ODA TO PAKISTAN
	1. Introduction
	2. A Review of Pakistan's Development Experience
	3. Priority Areas of Japan's ODA

	Ⅱ. ODA PRIORITIES
	1. The Expansion of Social Overhead Capital
	1-1. The Enhancement of Social Infrastrueture
	(1) Cooperation to Expand the Scope and Improve the Quality of Primary and Secondary Education, with Special Emphasis on Access for Girls and Women
	(2) Cooperation for Enhancements in Health and Medical Care Services

	1-2. Economic Infrastructure Development
	(1) Cooperation for Energy Problems
	(2) Cooperation for Improvements in Transportation Infrastructure


	2. Upgrading Industrial Structure
	2-1. Cooperation for Enhancing Agricultural Productivity and Employment Opportunities
	2-2. Cooperation to Help Foster the Manufacturing Sector and Enhance Productivity



