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Foreword

Pakistar’s economy has dispiyed snifican resiliecce in the presence >f a
challenging environment throughout 2009-1 The fovernr:nt’s efforts to tackle the
economic siowdown have been notewrthy. s econamic rewvery is underway as sbwn
by an improvement in macroeconoric inditors. toweve this necds to be futher
strengthened.

The mecium-term path for publ: policyeeds t take i account the fragile nzure
of the economic turnaround while bilding yon th: positi deveiopments witnesed

during 2009-10.

The Economic Survey 2009-1Cpreser an awcount f the performance oithe
economy in the outgoing year, and the verall pbal coitext.

| wish tc appreciate the effortsyf the incipal Econorc Adviser and his tear, as
indeed of the ertire Finance Division, fc the tirly cormilationf the Economic Survey

I trust that the Economic Surveyvill ser, as alvays, as document providing u=ful
information.

Dr. Abdul Hafeez Shaikh

Adviser to Prime Minister for Finance, Rvenue conomc Affair
Planning and Statistics

Islamabad, 4™ june 2010






Preface

The outgoing fiscal year 2009-10 was yt anotr chall:nging »ar for Pakistan’s econmy.
A measure of macroeconomic stabilir achied over the ast two vyears, in difcult
circumstances, and with great dedicaon an sacrifie by t=2 people of Pakistan,hat
kindled a moderate recovery.

The economic environment remains difcult. Hvever, he sucessful recolution of som o
the critical chalienges the economy hz facedt 2009 10, sue as the energy and wte-
shortage, and a disturbed internal secury situadn, coud lay tt basis for higher growt.

The Economic Survey 2009-10 is an accunt of kistan” econaic performance duringthe
outgoing year, of the challenges the ecaomy fed andis likelto face in the coming yar
and an analysis of how global as well s regi@al devidopmeis may have impacted ey
macroeconomic /ariables. '

An effort has been made to make the Ecnomicirvey nore opy, balanced, informativ as
well as analytical. This year’s Economiciurveyas mace an aempt at a break from he
past in another aspect: it has tried to trodu forwad-lookg analysis. Hence, twi o
Pakistan’s most gressing, and inter-relatd, longzrm derelopmital challenges, Water nc
Climate Change, jave been discussed at sme le:th,

The Economic Survey could not have bea comgted without th cooperation of numerus
government miristries, departments, gencic and >ther "ganisations. | thankfily
acknowledge the timely and unstinting spport tendec by eacin providing accurate nd
updated data for inclusion,

As always, the compietion of the Econmic Sury requres mcths of dedicated workby
the Economic Adviser's Wing. | am gratful forie harc work d professionalism of he
team and entire staff. The support of 7e Fimice Divsion irgeneral, and the Finace
Secretary in particular, is gratefully acknosledge

Sakib Sherani
Principal Economiz Adviser

Islamabad, 4™ Junz 2010
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state of the Econimy

fecutive summary

i/measure of macroeconomic stability achievecover £ past two yes has kindled a modeate

- rovery in the economy, despite one of the mst seriis ecoromic cses in the country’s reent
ktory. The economy grew by a provisional 4.1% i the ouoing year, aftea modest growth of 1.24 in
08-09. However, the recovery is still fragile and he stalizationneeds tbe consolidated so tha the
fins over the past two difficult years are not lost.

Ist, the durability of the economic turnaround ifar froiassurel givenie significant challenge.the
nomy faces. Second, not ali sectors of the conomor regbns of 1e country appear to ave
frticipated so far in the modest upturn. Finally,n orde:o mee: the emloyment aspirations o the
lge number of entrants to the labour force, a higer susined grwth ra will need to be achievd in
e medium-term. '

rombination of limited fiscal space and rising spnding,ebt, ard inflatnary pressures, significntly -
rduce the government’s ability to spend in ordero stimate theeconor. Under the circumstaces,

e prudent course for policy in the near termremair the pusuit ogreater fiscal consolidtion

rough domestic resource mobilization, in conjnctionsith refucing e size of government,and

iproving the efficiency of public sector spending.

- 'e macroeconomic context remains difficult in fie neailerm wth contuing challenges. The gibal

‘ ©onomy remains in turmoil, with uncertain prosects fcdemard for Piistan’s exports. In addiion,
. e energy and water shartage, and the internal =curitytuatior, could anstrain growth in 201+-11.
bwever, the economy could benefit from large inial proictivitygains azapacity utilization begis to
trease from a low base. For the longer term, hwevernvithoui a resotion of Pakistan’s perenial
ructural challenges, such as raising the level oflomesi resoure mobzation or promoting hther
jpductivity in the economy, growth and investmnt wilontinu: to beonstrained, and the grwth
jospects volatile.

rowth

bspite severe challenges, the economy has sho/n resince inthe ouoing year. Growth in Coss
bmestic Product (GDP) for 2009/10, on an inflatin-adjued bask, has ben recorded at a provisinal
1%. This compares with GDP growth of 1.2% (resed) inie prevbus yea

ir the outgoing \jear, the Agriculture sector grw an timatel 2%, ainst a target of 3.8%,and

evious year's growth rate of 4%. While the Cros sub:ctor diclined 4% over the previous ear,

vestock posted a healthy rise of 4.1%. Indurial oput exandedsy 4.9%, with Large cale
i . .anufacturing (LSM) posting a 4.4% rate of grovth. ThService sectogrew 4.6%, as compard to
- - 6% in 2008-09. '




s

Economic Survey 2009-10 :

Overali, the Commodity producing Sectors aré estimated to have expanded at a 3.6% pace, which
represents a significant turnaround from the anasmic grow*h rates of the previous two fiscal years.

The stronger pace of economic growth in 2009-10 has occurred on the back of several favourable
deveioprhents,-which have included:

» Substantial transfers to the rural sector over the past two years via the government’s crop
support price policies, which, combined with higher worker remittances, have sustained
aggregate demand in the economy; ' :

+ A larger-than-expected cotton output, which offset the moderately negative impact on the
wheat crop caused by a delay in seasonal rains;

# An ONgoINg improvement in externat demand for pakistan’s exports, mainly textiles;

The revision of previous year's growth rate, a downward adjustment from a provisional 2% to a revised
1.2%, has also provided support to the headline growth rate for the current year, with the impact
estimated at over one percentage point. :

The more positive outturn for economic growth in the current fiscal year comes in spite of costs the
economy has had t0 pear In the last two years on account of the internal security situation, combined
with the severe energy shortfall. The latter is estimated to have reduced overall GDP growth by
approximately 2.0% in 2008-17 Nespite the security situation, overall military spending as 2 proportion
of budget outlays has declined. Another focus has been the rehabilitation of internally Displaced Persons
{IDPs) and reconstruction of affected areas. Itis pertinent to note that during 2009, pakistan had one of
the largest {DPs population in the world, with an estimated over 3 million people displaced from their
homes in Swat, Bajaur, Malakand division, and South Waziristan agency (SWA).

The timely availability of water for agriculture was also significantly lower this year, continuing a secular
trend of decline over the past several years. Water availability has now pecome one of Pakistan's top
inter-generational policy and development concerns. '

A shortfall in the inflow of external assistance, including from the Friends of Pakistan consortium,
combined with delays in the release of refunds from the Coalition Support Fund, led to heavy borrowing
by the government in domestic credit markets, leading to valid fears of crowding out of credit to the
private sectof. ‘ '

Signs of a turnaround in segments of the economy notwithstanding, there are continuing areas of

concern and reasons for caution. The recovery in economic growth is fragile; and will remain so till the

weaknesses in the maCcroeconomic framework are forcefully addressed. in order to effectively provide

sustainable employment opportunities for the young entrants to the labour force, a higher growth will”

be needed. In fact, according to the latest {abour Force Survey (for 2008-09), the unemployment rate N
has increased to 5.5% {from 5.2%), largely due 10 the increase in urban unemployment t0 7.1% {from

6.3%). :

Furthermore, the observed trend of improvement in the headline growth rate is likely to have been
restricted to the more formal, and hence jarger-scale, part of the economy, given its relatively greater
insulation from energy shortages. The small and microenterprise sectors, which employ the bulk of the.
non-agricuitural 1abour force, and are less well captured in the nationél accounts data, are much less

(iiy
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State of the Ecnomy

isulated, and therefore significantly more vulnrable - shock: such : wide spread disruptias to
nergy supply.

is important to address the structural constrain; to lorrun sugainablgrowth. This will also povide
reater visibility to markets and investors with rgard toakistans econnic prospects in the mdium
) longer term, and will be a key catalyst for highe privatcapital nflows ad investment.

iven the long standing constraints under which 1acroenomic jolicy ioperating, with high infltion,
nw domestic resource mobilization, and rising dbt sening pressure, iis clear that Pakistan cnnot
fford an expansionary policy stance at this stag. A poly stimuus, withut the requisite reseres or
scal space, will only worsen macroeconom: imbences. Jn theother hand, greater ‘iscal
ynsolidation can have longer lasting and more fa-reachi; effect: on groth, by reducing the crovding
ut of the private sector through public sector boowingading © loweniterest rates.

westment

t current market prices, Gross Fixed Capital FomatiorGFCF) 1as bee estimated to have detined -
6%, after recording a 5.5% increase in 2008-09.. declirin fixec investent by the private sectc has
scounted for the overal change, with an estim:ed coractionof 3.5%or the year. The bulk ¢ the

2cline has occurred in Electricity & Guos, Large Sale Mafacturng, Trasport & Communicatior and
‘nance & Insurance.

tearly, this developmentis not salutary for the lag run ospect of theconomy. However, giva the
1allenging circumstances in which the economy ad to erate during 209-10, it is not surprisin, that
1e private investmenti response has remaine: subdid. A s:bstant! decline in Foreign lirect

“wvestment (FDI) inflows for the period also contibuted) the decline ifixed investment in 200-10.

Dl accounts for a high share of gross fixed investrent in kistan,with a :are of close to 20 percat.

1e decline in FDI inflows was in line with the step drcin glokal flowof Foreign Direct Invesment -
‘D1), which fell 32 percent in 2009 according to stimateof the nternatnal Institute of Finance(lIF).
ar the period July to Agpril 2009-10, FDI totalledJSS 1.billion is compred to USS 3.2 billion 1 the
ime period of FY09. Thisrepresents a decline of 5 percet.

large part of the declinz in FDi for the period ws recoed und:r Telecmmunications (a net dcline
f USS 607 million), and Financial Services (a fall c USS 5: millior). Comhed, the decline in thes two
sctors, which related to a few "lumpy” transacbns las/ear, anounte to 81 percent of the oerall
rduction in FDI in 2009-10. Investment levels irsome ctbrs remainedeaithy, including in O and
as exploration (FD! of USS 605 million), Commurn:ations)S$ 22. millior Transport (US$ 104 miion),
anstruction (USS 86 millon), and Paper and PulpUS$ 8nillion) Despita steep decline, inflow f FDI
to Financial Services was recorded at USS 133 milion fohe perid.

worrying development was the large net disinvstmen-ecordel undethe IT Services sector fc the
:ar (amounting to USS 95 million). Overali, out othe mar indugry cateories, 12 recorded highe FDI
ir the period, while 24 industries witnessed a nereducth in FDlinflow.

-abilization

skistan has achieved impressive initial gains in :storinmacroeconom stability in the aftermeh of
1e balance of payments crisis of 2008. As a resulof deteined jolicy ebrt:

(i)
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» - [he fiscal deficit was reduced to 5.2 percent of GDP in 2008/09, from 7.6 percent of GDP in
3007/08, a fiscal adjustment of 2.4 percent of GDP. For 2009/10, the fiscal deficit is aimed to be
kept in check at 5.1 percent of GDP, despite the absorption of unprecedented security-related

spending.

+ The external current account deficit was contained to 5.6 percent of GDP (USS$ 9.3 billion) in
2008/09, from & high of 8.3 percent of GDP in 2007/08 {us$ 13.9 bitlion). The current account
deficit is expected to decline to under 3 percent of GDP in the current year:

» Foreign exchange reserves have heen rebuilt to nearly ys$ 15 billion, from their low of under
uss$ 6 billicn in October 2008, though much of the accumulation is due {o releases from the IMF;

» Inflation declined from 25% in October 2008, to a recent low of 8.9% in October 2009, though it
has accelerated sharply of recent and is showing persistence;

#+ International credit rating agencies upgraded pakistan (from CCC+ 10 B- by S&P, while Moody's
revised its outlook to stable [August 20091);

However, chailenges in consolidating these early gains have emerged, with inflation in the economy
reappearing, and fiscal pressures increasing.

inflation

After a period of containment, inflationary pressure has intensified since October last year on account of
a number of adverse developments, including the washing out of the base effect from the previous year
and a sharp spike in global commodity prices that has persisted since 2008 and which is exerting strong
upward pressure on domestic prices. To some extent, this also reflects the excessive public sector
horrowing, as well as adjustments in public utility nrices, generated by losses in the public sector
enterprises, especiatly electricity.

As a resuit, after easing to a recent jow of 8.9% in October 2009, overall CPI inflation accelerated to
13.39% year-on-year in April, with food inflation at 14.5% and non-food inflation at 12.2%. Core inflation,
as measured by the rate of increase in prices of non-food, non-energy components of the CP! basket,
registered an increase of 10.6% year-on-year. Ona per‘iod-avérage basis, overall inflation was recorded
4t 11.5% for July to April. The State gank of Pakistan expects the average CP inflation for the current
fiscal year to remain close to 12%.

The refueliing of inflationary pressure is evident in all pricé indices, with the Wholesale Price index {WPY)
rising steeply, from, from 0.3% in August 3009 to 22% in April 7010, Similarly, the Sensitive Price Index
(SP!) hes recorded a 16.7% year-on-year increase for April, versus 6.7% in October 2009.

The resurgence of infiation is not restricted to Pakistan and is both a global as well as a regional
phenomenon, though with varying orders of magnitude. Global food inflation, a5 proxied by the UN's
food and Agricuitural Organisation’s FAQ Food Prices index, had risen to 20 percent year-on-yeafr in
sanuary 20190, before declining to 13 percent in April, while India’s food price inflation rose over 19
percent year-on-year in December 2009, pefore settling at 17 percent in March. By comparison, year-
an-year CP1 food inflation in Pakistan was recorded at 4.5 percent in Aprit. ~

In terms of mirigation strategies, policy options have heen limited for much of the current fiscal year in
the backdrop of high — and rising - internatioral commadity prices. ymports under these conditions are
not likely to dampen domestic prices, except to the extent of excess pressure caused by domestic
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shetfalls, if any.

Inroved availability throuzh better administrativemeasus agairst hoaiing is lkely to have sove
efct at the margin. This will have a greater effe;, hower, if enploye in conjunction with clse
viiance of use of bank credit for commodity purcases bthe private seor. The revival of the pice
miistracy system can also be an effective “localize” tool ithe figtt again price inflation in essenial
fol items,

inte longer run, improvements in agricultural prductiv: hold tie key > mitigation of food pice
inition. So far, governments have followed an extasive faning poicy, usiz the crop support priceas
anntervention tool. However, there are clear lintationso this strateg: including the diminishg
reionsiveness of output tc price incentives, the imact orhe gen:ral pric level, and the implicatyn
forecourse to budgetary resources, especially i the ce of vheat. \ shift to more intense
ag:ulture is the need of the hour, with returns to frmers ked to yetter ylds (volume-based) rater
thy to a price-based mechanism of support.

A rther critical element in the containment of pre presre in tte econmy will be continuatiorof
prient macroeconomic policies, including monetzy polic whichis esseiial to prevent a spiil-oer
fra food and energy components of the CPI to thebroadehouselold corumption basket — whictto
soe extent is inevitable urder the circumstances. l2manchanagenent is ill an essential componnt
of1e overall policy mix to prevent an entrenchmet of intionarny expections. Segments of socity
vuerable 1o the effects of policy-induced price adistmenr will rejuire wer - but better targete —
corrage of social safety nes.

Pcerty & Income Inequality E

inhe absence of an official recent poverty survy, it ianclear what t= distributional effectsof
dezlopments in the global as well as domestic ecoomic laiscape over thpast two years have ben,
Tt reduction in inflation from 25 percent to singleligits nresent: the mit signhificant benefit of 7e
stilization as far as the poor are concerned. (et griter un:mployent and the fairly step
agstment in administered prices of food and nergy, as, in all likeiood, adversely impacad
vuerable segments of the population, especially hose clow ard fixedicomes, and in the urkn
ans.

Oithe other hand, a substantial rise in inflow: of wcer renittance partly in response tc 3
geernment policy initiative, combined with unprcedent transfrs in 208 anc 2009 to the rval
ecromy under the goverrment’s crop procuremat progm, arelikely 1 have provided significnt
stwort to large segments of the population. Cash lansfersnder tie Benar Income Support Progrm
(BP), amounting to an estimated Rs. 35 billion in'009-liare vey likelya have been an additic:al
sorce of support to those in need.

Hece, on the whole, a more careful examination othe disbutiom! impa: of recent development is
resired, in order to design better-targeted policy reponse
Puic finances

Pdstan’s public finances have come under increasig stra over tte past vo years due, in large prt,
taubstantial outlays on electricity subsidies. Desite a srp upvard adstment over the past wo
yers, amounting to over 60% for some consumercatego:s, elecricity tiffs have still not reacied
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cost-recovery for the public sector utilities. In large part, this is due to two adverse developments in
operation for much of the last over one year. First, lower rainfall reduced power generation from the
2ams. Second, the adverse shift in the energy generation mix towards fue! oil, has been accompanied by
a near-doubling of international oil prices between January 2009 and April 2010.

The continued haemorrhaging of fiscal resources by the power sector is also partly a result of unchanged
end-user tariffs between 2003 and 2007.

Lower than budgeted external assistance pledges als0 compounded difficulties in fiscal management
during 2009-10. 1t led to sharp cuthacks in outlays for the public sector development program, which
had been pitched atan unrealistically high level.

The heavy recourse by the government to borrowing from the domestic banking system led to fears of
crowding out of the private sector. However this was obviated by weak credit demand from the private
cector, as well as improved hiquidity in the banking system. Nonetheless, there was an unintended
canseguence: interest rates moved upward asa result.

After a sluggish start, however, and despite a difficult economic situation, tax collection has risen nearly
14% for July to April 2009-2010, as compared to the carresponding periad of 2008-09. As a percent of
GDP, however, tax collection remains low.

All told, the developments gutlined above are likely to result in a moderate over-shoot of the budgeted
target for the overall fiscal deficit. Against a budgeted 4.9% of GDP, the revised outturn in 2009-10 is
projected to be 5.1%.

During the outgoing yearw the basis was jaid for two fundamental, potentially “game—changing”,
developments in pubtic finances. First, the Seventh National Finance commission {NFC) Award was
successfully concluded after a lapse of 19 years, with a fundamental shift in the basis for determining
the vertical {from Centre 10 Provinces), as well as horizontal (between provinces) distribution. Effective
from July 1, 2010, the 7% NFC Award will more than double the quantum of annual resource transfer to
the Provinces. With the devolution of expenditures 10 the Provinces under the 18" Constitutional
fmendment set 1o become effective from 2011-12, the interim period is likely to cause a degree of
strain on federal finances. '

Second, in @ major policy effort 10 broaden the tax base, legislation was laid before the national as well
as provincial assemblies 1O introduce an integrated, broad-based and modernized system of the GST
(leading to 3 value Added Tax (VAT)} as originally intended in 1990. Key elements include concerns
about the lacunae introduced in the jegal framework over time. This requires needed amendments to
the iaw at both national and provincial levels. In addition, modernization of the tax administration to
ensure arms length dealing with taxpayers, with verifiable and timely refunds, and addressing cancerns
with rent seeking and governance in the FBR. It is ectimated that the move to VAT could yield up 103
percent of GDP in additional revenue over a period of three to five years, although the estimates for the
coming year by leading tax experts are appropriately madest at around 0.7 perce nt of GDP.

Looking ahead, easing the budget constraint assumes even greater ufgency. Addressing two decades of
under-investment in critical sectors of the economy — ‘social sector, water reservoirs, physical
infrastructure, inciuding the increasing need for maintenance of existing capital stock — cannot be
postponed for much longer and will require vast resources. Catering 10 2@ rapidly rising population, in

(vi)
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counction with the need :0 put in place targetediocial ety ne's, will rther add to the resouze
redirements.

Meting the expected expenditure requirementsn theiedium term ill require redressing e
fuiamental weaknesses in the structure of public nancedhese rerennieweak links have remaird
urddressed in the past, and include a low, and deching, reo of ta collectn to GDP; weak incenties
foimprovements in provincial finances, which coul possit have leen wekened further by the nw
NFaward; and, leakages in public sector expenditie.

Eciomic reform

Conizant of the limitations of the growth strategy »llowein the jast, wth has inevitably produed
bawm-bust cycles followed by a balance of payrents cis, the governent has embarked ot a
futamental change of the development paradigm.

Th new development strategy seeks to foster sutainabland mire equable growth by meansof
stictural improvements in the productive sectors)f Pakian’s ecynomy,volving a broad rangeof
pay actions across sectors. The current status of sme of t impornant refrms is as under:

+ Raising the Tax-to-GDP ratio is a key pillar othe govnments econnic sfrategy. To this effct,
a proposed law to implement a broad-basd Valuadded "ax (VA  with minima! exemptins
from July 1, 2010 hszs been presented to Parament

% In addition, other measures such as improvig tax aninistration anreinstating tax audits hve
been taken. The cumulative effect of thes policyieasures is exjcted to be an increaseof
Pakistan’s Tax-to4GDP ratio to 13 percent by2013 (fm 8.9 tercent. 2008-09).

+ Under Social Protection, the government hs launed the Benaz Income Support Progrm
(BISP). An aliocation of Rs 70 billion has bee made ‘the Feleral Biget 2009-10, with the im
of targeting 5.5 milien poor and vuinerabl Houselds in Pakista with a cash transfer oiRs
1,000 per month to each. The size of BISP akes the largst soci protection scheme in ne
country’s history, and it works in conjunctia with ner safity netsuch as Bait-ul-Maal, Zaat
Fund, and provincial programmes such as th Sasti iti schene.

+ A Cabinet Committee on Restructuring (CCQ) has len forned to structure key Public Secor
Enterprises (P1A, PEPCO, Railways, TCP, U, Pakian Sted MillsNHA) with a view to sop
leakages caused by annual losses amountin to appximatdy 1.5%f GDP. The eventual air is
to turparound these PSEs into profitale, selustainiyg vemres under Public-Privte
Partnership mode.

+ Under reform of thke power sector, electricy tarif have teen raid between 40-55% in *ss
than two years, in an effort to reduce th level * subsides abgbed in the bui,. 7, i
simultaneously moving to a full cost-recovry tarifor the Jower lities. Under a new Ac of
parliament, adjustment in tariff for change.in fuelrices for powezeneration has been inde
automatic.

+ The government successfully concluded he Senth Nitional inance Commission (NC)
Award — only the fourth in Pakistan's ente histy, and ‘he firsfor the last 19 years. his
Award greatly augments the quantum of reaurce tnsfer fom theentre to the Provinces.

Ironjunction with the higher resource transfer t the pvinces, the Cetre will also devolve sme
rjor functions/expenditure heads to the sub-natinal gernmens in lin with the provisions of he

N
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external account

Amid still-difficult global economic conditions, large costs to exports imposed by the war on terror, and
a severe €nergy crisis faced by pakistan’s economy, the external sector witnessed an overall
improvement during 2009-10. This recovery was mainly contributed by a sharp narrowing of the current
account deficit which more than offset the declining financial account surplus during the period. In
addition, macroeconomic stabilization measures taken by the government also significantly contributed
to overall improverment in the external sector of Pakistan.

The external current account deficit is expected to contract to around 2.8 percent of GDP in the
outgoing year. This large improvement is mainly on the hack of a steep decline in imports for much of
the year, improving exports as world demand is gradually restored, and @ continued increase in worker
remittances, which are expected to reach 4.8 percent of GDP for the full fiscal year. Worker remittances
have increased from Us$ 6.4 hillion in July-April 2008-09 to uss 7.3 billion in ten months of the current
fiscal year Uu'.y—Aer).. A large part of the recent increase in remittances, which appears 10 be secular in
nature, has emanated from 2 policy initiative of the government in early 2009 called the Pakistan
Remittance initiative (PRI} Wwith the potential for formalising. the remittances market estimated
hetween USS 16 biliion {(World Bank) and uss 21 hillion (PRY} annually, further success on this front can
have far-reaching positive effects on stability of Pakistar’s balance of payments in the years ahead.

An added factor that is likely to extend support to the external account in the months ahead, and
possibly for much of 2010-11, is the collapse in global commpdity prices induced by the Furpzone-wide
contagion from the ongoing Greek debt crisis. Since the start of the difficulties in Greece earlier in 2010,
internationai oil prices have fallen by over 11 percent. However, developments on this front could
potentially also impact remittances and exports, especially if the fall out is not contained, and spreads to
other regions. On halance, it appears for now that, in immediate terms at least, the deflation in import
payments will outweigh the other factors, as evident from Figure 2. if so, this could insulate the external
sccount from pressure in the near ter

2ublic deht

Pakistan’s total public debt stood at an estimated Rs. 8,160 billion as of end-March 2010. At this level,
public debt is equivalent to 55% of GDP, and 379% of total budgeted revenue for the year Of the total,
Rupee~denom1nated debt amounted to 319 of GDP, while foreign currency-denominated Aeht was the
equivalent of 25% of GDP.

The bulk of the increase in public debt in the first nine months of 2009-10 has been recorded under

higher-cost domestic debt, with the government forced to borrow from the onshore credit markets in

the absence of meaningful flows of external assistance, barring dishursements under the IMF loan.

pomestic debt rose 22% in annualized terms during July 10 March. Another source of increase has been -
the depreciation of the Rupee against the US dollar hetween July 2009 and March 2010, amounting to '
4.4%. The weaker Rupee added 17% to public debt in the first nine months of the year.

pulic debt has risen rapidly since 2005-06. While the relative debt burden, measured either as @

percent of GDP or of total revenue, does not depict @ significant deterioration in the debt dynamic, the
net annual addition to the debt stockhas been fairly rapid over the past 4 years.

(viii)
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T2 primary sources of accumulation in the public abt sto since {005-0O6ave been:

#+ Currency translation losses on foreign excange-ciominaed del. For 2007-08 and 200:09,
the cumulative depreciation of over 25% othe Rute agairst the U Dollaris estimated to ave
increased the pubic debt stock by approxnatelys. 235 lillion, « a totai of 11% increas on
this count alone over the past two years.

+ Non-recognition of large subsidy payment to thoil andpower zctor from prior years hat
were absorbed in the budget in 2007-08 an 2008;

+ A sharp reduction in non-debt creating inbws, su as FD, in thevake of ti.a global finarial
crisis;
+ The augmented access to IMF resourcesarovide to Palistan iithe form of the Stanc By

Arrangement (SBA: signed in November 208, ammiing tc a totarf USS 11.3 billion, of wich
approximately USS 7.3 billion has been diskrsed;

+ Overall, a lower inflow of external assistnce, wch foried thesovernment to higher-ost
domestic borrowing;

+  Lumpy repayment of maturing Defence Savigs Cericates DSCs) sce 2007, that had not ken
budgeted for:

*+ The inability of the government to tak advasge of the hiorically low interest ite
environment in the 2003 to 2007 period, blockinpito lonjer tenia debt such as the five- nd
ten-year Pakistan Investment Bonds (PiBs).

Irerms of servicing of the public debt, interest pementvere bulgetedt 4.4% of GDP for 200910,
wile total debt servicing including repayment of oreign.ans ani credi. was budgeted at 5.8¢% of
GP. Budget estimates of interest and principal reaymenf forei;n loanand credits during 200¢10
aounted to nearly 40% of total revenue, and apprximate 30% oiexpencure.

it; important to note, however, that the figure fr publidebt dees noticlude publicly-guarante

dt, such as borrowing oy state-owned enterpses forommality ofrations against an expcit
grernment guarantee. In addition, in line with irernatial comention 1d past practice, only 1at
pition of the IMF loan that has been used for decit fincing by the go:rnment is recorded urier

- prlic debt, while the remainder is shown under “mnetanuthorites” (i.ehe central bank).

inhe context of a rising stock of public debt, it ismportt to mike the exus between, on the ne
hid, the weak tax effort that has characterised Paistan’s»licy lardscapeor the last several decaes,
ar on the other, the reversal of the favourable cbt dymic tha had ken set in motion earlie If
Piistan’s tax-to-GDP ratio had been a modest 3% sir 2005 when:conomic conditions wre
eremely favourable for a breakthrough in broadeing theax bass, instes of around 10%, the pulic
det would have been around 44% of GDP currentr, or a 1 12% «f GDP Iver. The lower public cbt
stk would have transiected into savings in irerest wyment: sinceFY0S, which would hve
reresented a substantial expansion of the resourceenvelo: the gorernmet is currently working wh.

O:look for the economy

Tt medium term prospects for the economy are pomisin provid:d the arent path of reform is ot
atndoned. Pakistan has achieved fairly impressiveearly scess inits effcs to stabilize the economy
frn a parlous state of afairs in the aftermath o the mroecoromic cris of 2008. Protecting he
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racovery is of paramount importance, and the government needs to keep a restrictive stance on public
spending. Greater realism sbout the prospects and accurate forecasts about resources and available
runds for the development pians at each levelof government is needed.

A number of interlinked actions are needed in the coming year:

+» (Chedking inflation—this involves limiting borrowing by the government and the pubﬁc sector.

» Bringing people tO the centre stage, by appropriately designed employment and training
programs to protect those in strife-affected areas, and new entrants to the ‘abour force.

+ But there are major risks to the growth and stahilization prospects if there is
« Non-implementation of the reform of the GST, leading to @ VAT, or ather significant tax
broadening measures;

« This might affect the phased nature of fisca! devolution envisaged under the Eighteenth
Constitutional amendment (to be effective from 2011-12), in the cantext of the front-
loaded transfers to the provinces under the Seventh NEC Award (effective from July 1,

2010}

® Larger-than—budgeted security refated expenditures;
» Inadeguate targeting of subsidies,

e Failing to reform public sector enterprises, 'mc|uding the power sector, with no
resolution of the energy circutar debt issu€;

. Continued overhang of commodity financing debt stock, if unchecked, threatens 10
constrict access 1o bank credit by the private sector, while simultaneously increasing the
interest ratesin the ecohomy,

« A deterioration of the internal cecurity situation.

The tipping of the world economy into @ severe recession in the wake of the Euro-zone debt crisis, could
hurt Pakistan’s exports as well as remittances . the one hand, but could reduce international prices of
key commodities such as oil, on the other.

With relatively low levels of capacity utilization in the economy, a turnar}Jund in investor confidence can
unleash targe productivity gains even with low levels of fixed investment. Nonetheless, averall, a
combinaticn of rising fiscal pressures, @ developing debt overhang, and an uncertain path of infiation in
1he near term, significantly reduces policy space 0 stimulate the economy.

For the longer term, effarts to meaningfully address pakistan's perennial structural chaltenges, such as
the abvsmally tow tax/GDP ratio and low overall productivity in the economy, are more than likely 10
unlock Pakistan’s substantial sconomic potential.
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. measure of macroecotomic stahility achiever over e pasttwo yes has kindied a modrate
icovery in the econamy, despite one of the mst serus ecoiomic cses in the country’s reent
story. The economy grew by a provisional 4.1% 1 the cegoing y:ar, aft:a modest growth of 1.2 in
)08-09. However, the recovery in the economy isess th:secure

rst, the durability of the incipient economic trnarow 1s fa from ssured given the signifant
tallenges the economy faces. Second, not all secors of e econsmy or :gions of the country apear
+ have participated so far in the modest upturnFinallyrom tte persyctive of strong job crezion,
verall growth is still not -obust encugh. In fact, [test ofial estinates szgest a moderate increze in
1employiment,

e macroeconomic context remains difficult in 1@ neaterm. toweve the successful resolutin of
sme of the critical chalenges the economy hs facedn 200410, sy as the energy and \ater
:ortage, and a disturbed internal security situatia, coulay the asis fohigher growth in 2010-1. in
idition, the economy could benefit from large intial preictivitygains acapacity utilization begis to
crease from a iow base. For the longer term, hwevewithou a resation of Pakistai’s peranial
ructural challenges, such as raising the level oldomes: resoutce motization or promoting tgher
pductivity in the econcmy, growth and investrent wicontine to beonstrained, and the grwth
i1th unstable.

1 Globa! developments

e outgoing year witnessed the making of aglobalzcoven. Leadg indicators, and upgnded
‘ojections from the IMF, have so far pointed t a sha rebowd in tt world economy. The test
‘ajections from the IMF are for world output toncreashy 4.2 rercenty 2010, against an estirated
intraction of 0.6 percent in 2008. However, asnoted the World Ecromic Outlook for Apri the
covery is “uneven” in terms of regions and courvies, aris “fragle”.

‘ter the steepest fall since World War I, global -ade is<pectec to pickip moderately in the cirent
:ar. Early signs of recovery in both global outut andrade hive sigriled improved prospecs for
ikistan's exports. The eruption of the Greek ebt crs since April, d fears of wider contgion
ipecially in the Euro-zone, however, threatens tdisruphe recosery preess.

2 Pakistan -

aspite severe challenges, the economy has shwn ressnce ir the ogoing year. Growth in :ross
omestic Product (GDP) ‘or 2009-10, on an inflabn-adjred bass, has ten recorded at a provional
1%. This compares withGDP growth of 1.2% (reised} irhe prevous ye..

r the auigoing year, the Agriculture sector gaw anstimated 2%, jainst a target of 3.8% and
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previous ve ar's growth raie of 4%. White the Crups sub-sector declined C.4% over the previous year,
Livestock posted 3 neaithy rise of 4.5 5. The performance & £ the Agricuiture sector was hoosted by the
weakening of the ci Nino phenomenan, Sfter late winter rains.

Industrial outpit oxpanded DY 4.9%, with Large e e Manufacturing (LSM) posting @ 4.4% rate OF
growth. The Services sectar grew 4.6%, as ro(m,arfd to 1.6% in 2008 0g. Overall, the Commadity
producing Sectors are estimated to have expanded at @ 3.6% pace, which represents a significant
rurnaround from the anaemic growth rates of tne previous tWo fiscal years.

U e

N
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1.2-a Contribution analysis

For 200%-10, s& croral contribution 108 rowth vas as follows: Services contributed 53% 10 overall grawth
‘n he economy for the year, follow ed by Industry {30%), and Agriculture {11%). In terms of individua!
sectors, mManufacturing accounted for 23% of the GJLgiouzg year's overall growth, followed by Wholesale
& Retail Trode (21%), and Socigi & Community sorvicss (19%).

Taple 1.2 COMPares the struciure of contribution U averall GDP growth for 200910, with the previous

five yesis. Growth in Agriculivre ~optributed 11_’0 in headline GDP growtn for the yeal, with Industry -~
accounting for 30%. What stands out from the Table is the consistentiy high contripution 10 recent

growin, aver aging 2% for the past six years, ceconnted for by she Services sector. In 2009-10, the zhare

of sarvices in neadline growth was roughty in Hne e Jith fts average, at 55%

———— T
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Tab!1.2: GDP growth: Sectora: contribution _ (Percent
Sect | _2004-05 | 2005-06 | 2006-07 20078 . 2(08-09 2005-10 | AvgFYOS-FYD
. Agriiture 17% 24% . 13% 6 7i% 1% L24%
IndLry 34%  ;  19% 34% 10 . 4% 30% o ML

Nnufocturing 30% 28% . 24% 24 58%  23% 1%

| | .

. ReaiDP (fc) 100% | 100% | 100% 10t | 00% 100% 100%
Soure Federa! Bureau of Statists

- Anter important point tc note is the consistent decling contibutioicf Manufacturing 1o te

heeline growth rate. From 30% in 2004-05, the maufacturz secio’s sharin growth has declined o
23%ar the outgoing year.-

in t'ms of contribution by expenditure {i.e. the comositionf GLP rowthconsumption expenditee
cornued 1o account for a Jominant share in grown, accoiting far 96% * GDP growth in 2009-D.
Thearge weight of private consumption expendituz in G was r:flectecn its share of 81% in te
grath for the outgoing yesr, with general goverment ccumpiun expediture accounting for te
balce 15%.

—— J—

Fig-1: Cormposition of GOP Growth

| Consumation [T} ©Total invesment | zibist Expor [ X -]

ic0%
30%

o 60% -1~

40%

20% -

0%

-20%

_4;]% O, U i e et 0 sren a1 s et o
2002-02 2003-04 2004-05 20056 20007 2007-08 08-09 2009-10

jaurce: iederal freau of Statistics

Reecting the marginal deciine in gross fixed invstmenfor the year ¢ -0.6%, the share of /i
- imctment was a nominal 1% in GDP growth. Adisting 1 the asumedontribution of Change in
stiks category, the contribution of gross fixed capal forrtion (G'CF) we -1%. Fnally, refiecting e
shrp reduction in the external current account difcit, woh is pojectedo declne to less thanl®
peent of GDP for 2009-1G fromi 5.7 pe;'c‘ent the prvious vir, shar: of Netxports was 4%.

Tt stronger pace of economic growth in 2009-3 has «curred on thevack of severat favourois
deelopments, which have included:
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1.2: Invesiment

At irrent market prices, G-oss Fixed Capital Formzon (GF) hasbeen eimated to have declind
.0.6, after recording a 5.5% increase in 2008-09. A ecline ifixed investme: by the private sector hs
accunted for the overall ctange, with an estimateccontreion of §.5% fothe year. The buik of te
deme has occurred in Eleciricity & Gas, Large Scal, Manugturing Transprt & Communication, ad
Finmce & Insurance. Generol Government GFCF is edmatewm have Isen 9.%,

Tak 1.3: Gross Fixed Capital Formation In Private, Publi& Genel Goveniment S:tors By Economic Activity

{At Current Mrket Pris)

% Change
Sr# Sectors :008-09 2009-10 P
2007-08 2008-09 R
Total GFCF (A+B+C) 5.5 -0.6
A. Private Sector 53 -3.5
Manufacturing 2.3 -4.9
i. Large Scale -7.4 -12.4
Electricity & Gas -4.3 -18.8
Transport & Communication -3.9 -14.2
B. Public Sector 3.9 2.6
C. General Government 7.7 9.8

F :aal, R: Revised, P : Provisicnal Sourc Federal Bureau af Statistis

Clerly, this development is not salutary for the longun proects o the ecxomy. However, given tie
chienging circumstances in which the economy ha'to opate durng 20040, it is noi surprising tht
thorivate investment response has remained subded.

A bstantial decline in FD!inflow for the period alo contruted tc the déine in fixed investmeniin
203-10. EDI accounts for a high share of gross fixednvestent in Fakistanwith a share of close to!0
peent.

1.z Foreign Direct investment

In 1e with a sharp decline in global flows of Forein Dirednvestnent {F1), which feil 32 percenin
203 according to estimates of the International irtitute Finance {IF), rect investment from tis
so'ce saw a steep reducton in Pakistan. For theseriodily to ¢pril 203-10, FDI totalled USS .8
bibn as compared to US$ 3.2 biilion in the sam perioof FYO). This 2presents a deciine of15
peent.

A rge part of the decline in FDI for the period wagecord: underTelecomunications (a net deche
ofis$ 607 million), and Financial Services (a fall o USS 5 millior). Comined , the decline in thse
tw sectars, which related to a few "lumpy” tranactionast yedr, amoited to 81 percent of ne
ovrall reduction in FDI in 2309-10.

imstment levels in some sactors remained healthyincludg in Oil 1nd Gaexploration {FDi of USS 05
mion), Communications {US$ 222 million), Transprt {(US104 milion), Castructian {USS 86 miilicy),
ar Paper and Pulp (USS 81 million). Despite a step decis, inflov of FDinto Financial Services vas
reyrded at US$ 133 millior for the period.

A orrying development was the large net disinve:ment rorded under te 17 Services sector forhe
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year (amounting to Uss 95 million}. overatl, out of the major industry categories, 12 recorded higher FDI
for the period, while 24 industries witnessed a net reductio:i in FOI inflow.

1.2-d International Competitiveness

International competitiveness remains a key issue for the economy, and improving it a major challenge.
The scale of the challenge is manifested in Pakistan’s global ranking of 101 in the Global
Competitiveness index (GC}-

This issue of competitiveness is also ma nifested in pakistan's share of world exports, which has declined
over the past decade (from 0.16% in 2002, to 0.13% in 2008) while the share of South Asia as a whole
has increased from 0.27% to 0.34% over the same period.

apart from the “headline” numbers and statistics, however, the discussion on competitiveness and
relative productivity in Pakistan’s economy needs to pe nuanced. Firstly, a large part of the shift in
relative market shares between pakistan and other South Asian countries represents trade diversion on
account of the effect on Pakistan of the difficult security situation it has been facing since 2002, rather
than an endogenous underlying dynamic. secondly, developments on the competitiveness front are not
uniform throughout the economy. Some segments of the Textile industry are doing well in international
markets, while new export products such as Halal meat and Jewellery in particular are growing rapidly.

On the other hand, many pakistani goods and services are finding it difficult to compete even in the
domestic market. Construction services are an example, where Chinese companies have made large
inroads.

1.2-€ Constraints 1o Growth and Investment

The incipient recovery in the economy has cOmMe about in the face of strong headwinds, Two Severe
chalienges the economy had to navigate through in the outgoing year were the sharp rise in the number
of incidents of terrorism across the country, and the scale and nature of the attacks, which affecied
growth and investment. The global “war on terror” has been imposing a heavy cost on the economy
since 2001. A distinct intensification of the militants’ campaign occurred during 2009, with major urban
centres in Pakistan being targeted. During 2009-10, 2 total of 1,906 terror attacks were recorded in the
country, resulting in 1,835 deaths and 5,194 injuries, according to the National Crisis Management Cell,
Ministry of Intevior. It is estimated that the cost to the economy of terrorism amountec to around 6
percent of GDP in 2009-10. A separate section is devoted to the impact on Pakistan of the global “war
on terror”.

The second challenge emanated from the energy crisis, which, due to factors detailed in 2 later chapter
on the subject, underwent an intensification during the outgoing year. As a result, itis estimated that a
loss of approximate\y 2.0-2.5 percent of GDFP occurred in 2009-10 on account of the enersy supply
constraint.

The overall cost 10 the economy amanating from pakistan's fight against terror is discussed in the
following section. ‘
1.2-f Impact on Pakistan of the “War on Terror”

Since 9/11, pakistan has been at the epicentre of the global “War on Terror'. Between 2002 and end-
April 2010, @ total of 8,141 incidents of terrorism have occurred on pakistan's soil, cesulting in 8875

L
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diths of both civilians as well as personnel of law nforceent ageicies (LAs), and injuries to a furer
2675 people.

Fig-5: No. of incidents & human leses sir 2002
12,000
# Injured
10,000
= a Killed
8,000
- 6,000
4,000
2,000
0 — 13 - T S i T
2002 2003 2004 2005 2006 2007 2008 '00% 2010
Source: Nationa! Cris Manament Cdl, Minisy of Interior

Byond statistics of human casualties, the cumuliive eftts of tie camign of terror unleashe in
Pstan and the country’sfight against militancy, hve beeenormius. Livs, homes and incomes hve
b2n uprooted, while educational attainment for vtually whole generatih of school-going age inthe
ascted areas of NWFP and FATA has been jeoparced, orverelyundermed.

lrerms of the economic impact, the fall out on Paistan b also bien imrense. As a front line staz in
t: global “War on Terror’, it is officially estimatd that :kistan yas bee impacted to the exter of
@r USS 43 billion between 2001 and 2010.

Tile 1.4: Estimated Loss To Economy 2005-2009

Roillion 2004/05 | 2005/06 | 2006/7 | 20/08 | 2008/0 | 2009/10* cuz';;slafe
Cect Costs 67 - 78 83 9 114 262 | 712
Itirect Costs 192 223 | 27¢ 76 564 707 2,380
Tal 259 301 361 34 678 969 3,052
1JSS bn 4.4 5.0 6.0 7 8.6 115 43.0
*uly-April ource: Fnance liision, Government of Paktan

Sce 2007-08, with the “war on terror” moving o a quitativel differat phase, with the Pakitan
any mobilizing and uncertaking large scale mitary cerations in th country’s North Wes (in

- hlakand/Swat, and the Agencies of South Wazistan, Buar, MehmancKhyber, and lately, Kuram
al Orakzai), the negative effects on the economy ave grtly incr:ased.

1surce: National Crisis Management Cell, Ministry of Interior 3overnmt of Pakitan
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A brief list of the areas where the economy has been impacted includes the following:

e Decline in GDP growth

e Reductionin investment

e Lost Exports

o Damaged/destroyed physical infrastruciure

« Loss of Employment and Incomes _

« Diversion of Budgetary Resources, to military and security-related spending
e Cutbacks in Public sector Development Spending

« Capital, and Human Capital, Flight

e Reductionin Capital + Wealth Stock

« Exchange Rate Depreciation and infiation

As an illustration of the magnitude of the direct costs, the additional expenditure incurred on security-
related and civii relief operations since tuly 2007 has amounted to an estimated USS 4 hillion (2.4
percent of average GpP}.2 In addition, the cost of the humanitarian crisis spawned by this conflict has
been the displacement of over 3 million people, at its peak, resulting in a budgetary outfay of USS 600
million for the current fiscal year alone for relief and rehabilitation of the IDP population.

Largely as a result of the negative effects of the War on Terror, growth and investment have stalled.
pakistan's economy grew 1.2 percent in 2008/09, with large-scale manufacturing {LSM) contracting -8.2
percent for the year. The five year annual average raie of growth of the economy was 6.6 percent in the
2004-2008 period, while LSM output had expanded at an average of 12 percent. Hence, the change in
the five year averaga-t0-2009 trough works out-to OVer 4.5 percent of GDP. Cumulatively, the loss of
potentia! 0P for 2003 and 2009 is estimated at 7 percent {or equivalent to approximately uss 11.7
billion}.

,,_____,_ﬂ__________———f
Table 1.5: Change in GOP growth, investment, t5M, FDI and Exports
i i 2001 | 2002 | 2003 | 2008 \ 2005 \ 2006 1
| L

2007 | 2008 | 2009 \SVrAvg:\ che.
2004-  [2009 vs

] i

20085 ¥rAvgl

‘real Gop Grow i~ w20 a [ A LTS ST e ' 65 |54
Fixed Investm W . |%eOE _Sji__lﬁ,q 153 | !
r@@ﬁ}ént_m,,_‘_ﬁ_w_ﬁ%lﬁ_?& 57 | az | 40 |

“prvate _______BG w2 | 113 | 113 |

Foreign Direc imant{Fo_{USSbn | 03 o5 | 08

\arge Scaie 02 | 38 | 04 1 B g

Private Sector Credit % | 05 | 121 1238

Exports (F8S) Usibn| 920 | 914 | 1116 1231 1645 | 170 | 191 | 148 ¢

Saurce: Federol Bureat! of statistics; State Bank af Pakistan; Ecanamic Adviser’s Wing, Ministry af Finance

The export sector, with a contribution of 12 percent to GDP, and a substantiat employment base, has
faced the brunt of the fali out, The adverse impact of the export sector has manifested itself in the
following ways: -

———————

2 Inclusive of original allocation and supplementary grants in budget 2009/10.
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Loss of export orders/ trade diversion to cometitor:

“Permanent” removzl of Pakistan from globabroduon and narketiz chain of international
brands/large buying houses;

Relegation to low valre-added commaodity prducts;

A substantial declinein price/unit value for prducts;

Increase in cost of dcing business;

Loss of design and te:hnological transfer;

A loss of entreprenedrial capital due to capitaflight & braindrain;

Higher shipment, insurance and security cost:

Areversal of trend tcwards greater economie of sca

Loss of income, new nvestment and jobs;
he direct and indirect costs associated with beir the fnt-line sate in ‘e “war on terrar” have een,
L sum, severe, widespread and, in most case protrted, wth the ffects persisting for a‘airly
xtended period. Indeed, Pakistan is more tha likely> face a signizant degree of “permaent”

-elfare loss on account of diversion of developmnt speling tothe secity bucget, capital fligh and
rain drain, and due to trade diversion it has suffred sini'9/11".

.2-g Cost of Energy Crisis

otal energy consumption declined 5.2 percent 12009 vsus 2008, withonsumption in the indutrial
actor falling by 11.7 percent. Electricity use i the hustrial sector Il by 6.5 percent, whii gas
~ansumption recorded a 2.6 percent decline (Fig-6 Currulativel since 2006-07, elecicity
snsumption by the industrial sector has declined.2 pernt.

/hiie the last available data pertains to fiscal yez 2008, the inpact onore recent developmets in
e energy sector can be gauged from the widning dicit beween ectricity supply and deiand
uring 2009-10, which crassed 5,000 MW at its pak.

Fig-6: Electricity & Gas Consumptin In Intstrial ector

A " e Electricity

1.0 e 1 ot Gas ——

T
2.0 . Dt
IS T o [ P ——— M "‘.’1

Annual Percent change
~l
L=
4
|

-8.0 -

2)04-08 2005-06 2006-0 007-08 2008-09

Source; HOIP
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The effect of lower energy availability is estimated at the equivalent of 2.0-2.5 percent of GDP during
2009-10.

1.3 Longer Term Constraints: Improving policy and Changing the incentives Framework

While the economy has had to navigate through difficult challenges in the short run, a set of complex,
inter-refated, and longer term, structural constraints 10 overall growth continue to operate.

This is manifested in the following ways.

e A stagnantor declining share of the manufacturing sector in the economy, as 3 percentage of GDP,
in new fixed investment, and in total employment (see Table 3.1).

s Adeclineinsize and “scale”, particularly in Manufacturing (Table 1.6).

e
Tahle 1.6 Manufacturing Companies by Paid Up Capital T
[ 1890 o5 | 2000 |

Nf_pswrhug:"“‘
> Rs 500 mitlior L

et e A T

“10- 500 million

55200 mifion .

source: SECP

o A faster increase in imports than exports. The Export-import ratio had declined to a low of 0.48x in
2007 as a result.

« The expansion of the informa! sector, refative to the formal part of the economy. While this trend is
suggested in a number of unreleased studies, it is clearly evident from the following dynamic at
work: the share of informal fabour in the economy has increased, from 72.8% in 2007-08, 10 73.3%

in 2008-09, asa percent of total. Conversely, farmal sector employment has declined over the same
period.

put together, the above trends represent a worrying picture for scale and the level of formality, in the
economy. A large part of the problem relates to the incentives framework in place.

e The reliance on an overvalued exchange rate as an instrument of policy, especially between 2004
and 2008,

(3

specifically for the viability of the domestic manufacturing sector, the Free Trade Agreement (FTA)
with China since 2007 is unlikely to have helped, given China's global dominance of manufactured
products, especially in the low value added sagment.

« Pervasive mis-declaration and under-invoicing of imports, which according to some estimates costs
the economy anywhere between Rg 100 hillion to Rs 300 billion in lost revenue alone, in conjunction
with the rampant misuse of the Afghan Transit Trade {(ATT) facility, has undermined the viability and

competiiiveness aof the sector,

<
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* Recent developments on this front, with the widing 1 of the >ACCs stem by FBR, does not bde
well for reducing Jeakages on account of weak dminisation o' Custor.

\raknesses in the taxation system, inc[uding in tems of Jlicy dedgn, ha: set perverse incentive for
fimality and hence, scale. This is evident from thifollows table,which epicts strikingly how unwen
t: “playing field” is, especially in terms of taxtion, r the hrger-sid firms (mostly corpcate
etities).

Dle 1.7: Incentives for de-corporatization

Cororate Non-Corporate
Listed Unled AQP Small Individul
company —

Tt Treatment:
“:adline" Tax rate ' 35 : 25 20 20
wrkers Profit Participation Fund {WPPF) 5 No 5 No
Virkers Welfare Fund {WWF) 2 2 2 No
Ctribution out of profits (dividend)* 5.8 L No 7.3 No

47.8 43 27.0 343 20.0

Source: A.F. Fergson

Cver cost advantages to being a relatively smallerinfornl playerin the :onomy are not capturd in
t: Table. These include savings accruing via te elimation  the gulatory “burden” (auits,
irpections, filings, registration costs etc), andthe u: of inormal sannels for gaining uility
cnections, as well as macing lower payments foronsuntion.

T2 loss of scale induced by the taxation system hs serioly eroced the ympetitiveness of the Lrge
Sile Manufacturing {LSM} sector, in particular. | addith, by eicouragg informality, the taxaion
rime in place over the last many years has plasibly rexced revenue llection compared to wat
wuld have been the case zounter-factually.

1 Prospects for Growth

Wile the near term outlosk for growth and invesment h improved mozrately, it is likely to rerain
cistrained due to a continuation of the difficlt macecononic emonment. Nonetheless, he
iripient growth recovery in the economy can gin sommore ractionf momentum in imporint
siments of the economy, large scale manufactung, serces, ani selecrely in the export sectc, is
rnforced and not derallad or interrupted. Witl relativy low evels ¢ capacity utilization in:he
exnomy currently, a turnaround in investor confience ¢ unleah large roductivity gains even vith
les levels of fixed investment,

Ospite an improvement in the growth performnce f02009-1), the :onomic turnaround is till
file, with non-trivial risks stalking the outiook. Sme of tse inciide:

o A further deterioration of the internal security tuatiol

* A continuation of energy shortages;

1
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rozone debt Ccrisis,

« The tipping of the world economy into a severe recession in the wake of the Eu
which could hurt pakistan’s exports as well as remittances on the one hand, but could reduce
international prices of key commodities such as oil, on the other; '

The magnitude, timing and nature of external assistance inflows will be an important factor in
reinforcing the nascent recovery. while the risk of pre-emption of the private sector's credit
requirements by government bank borrowing was obviated to 2 large extent in 2009-10 by weak credit
demand from the private sector, as well as improved liguidity in the banking system, the threat of
crowding out of private sector demand for pank credit by government pank borrowing remains. in any
case, govemment borrowing for budgetary support_had an unintended consequence: the interest rate
structure was pressured uypward asa result. If and when external inflows refieve this constraint, interest
rates can begin to decline at the margin.

The longer term prospects for the economy are promising, given potential drivers such as the size and
dynamism of the Pakistani diaspora, the potential for unleashing 1arge productivity gains in agriculture,
jmprovements in the economic environment by @ deepening of regional trade\a\nd investment links, and
the harnessing of the “youth hulge”. '




agriculture

Ts Agriculture sector cortinues to play a centralole inakistans econny. It is the second larest
sitor, accounting for over 21 percent of GDP, an remai by farthe larst employer, absorbin; 45
pcent of the country’s total labour force, Nearly € perce of thecountrs population resides in rral
aas, and is directly or irdirectly linked with agrulture»r their livelihed. The Agriculture secdr’s
sbng linkages with the rest of the economy are ot fullyapturel in thstatistics. While on the:ne
hid, the sector is a primary supplier of rav mateils to lownstam industry, contribLing
sustantially to Pakistan’s exports, on the other,t is a "ge maket forndustrial products suc. as
failizer, pesticides, tractors and agricultural implerents.

o ey s . y
[spite its critical imporance to growth, expors, Tre 2.1 Hstoricalowth parformance

iromes, and food security, the Agricuiture secyr Agruiture Growth

h: been suffering from secular decline (Table 2.). yes Percent
Gwth in the sector, particularly in the crop su- 19 5.1
sitor, has been falling fcr the past three decads. _19s 2.4
Piductivity remains low, with yield gaps rising (Tale 19's >4
- . . ‘ 19's 4.4
2). Critical investments in new seeds, farmi
) g 20's 3.2

tehnology and technigues, and the wa?r Soce: Federal Bureau of Stattics

irastructure are not beng made. Without mar
nwv investments in Agriculture, it is unclear hor preped Pakstan wuld be to tackle emering
cillenges such as declining water availability, an climaichange (for auller discussion, see Spcial
S:tion at end of chapter}.

Tite 2.2: Yield Gap (Major Crops)

cintry Wheat F?_:::r:::ti Sugarcane Fl:iof::r:;i RicPaddy) ‘ 22:?:3 Cotton Seed gi:r::;
Wrid 3086 65 71510 59 309 : 44 2099 5

Cna 4762 100 73114 60 556 67 3906 10 o
Ina 2802 59 68877 57 370 3t 1206 3
Pistan 2451 52 51494 43 520 3¢ 2046 5

U 3018 63 73765 61 672 7¢ 2250 5.

Bzil - - 79709 66 229 4z 3757 9

Ept - - 121136 100 731 10 2333 6

st =100 Sare: Ministry of Faod and Agricture

Da pertains to 2008
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Recent performance

“Tanle 2.3: Agriculture Growth (Percent)
Year i Agriculture Major Crops Minor Crops Livestock Fishery Forestry
2003-04 24 1.7 3.9 23 2.0 -3.2
"2004-05 o . . 23 0.6 324

e

2005-06 i 6.3 -1.1
2006-07 4.1 5.1
2007-08 -13.0
2008-09 “-_-_-E- 3.0
2009-10(P) { 2.0 -0.2 -1.2 4.1 i 1.4 2.2
p= Provisiono! source: Federol Bureau of Statistics

Over the past six years, Agriculture has grown at an average rate of 3.7 percent per annum. However,
volatility in the sector is high, with the range of growth varying between 6.5 percent and 1.0 percent.
The fluctuation in overall agriculture has peen largely dependent on the contribution of major crops. The
trend in agriculture growth since 2003-04 is reported in Table 2.3.

During the outgoing year 2009-10, the overall performance of agriculture sector has been weaker than
target. Against @ target of 3.8 percent, and previous year's performance of 4.0 percent, agriculture is
estimated to have grown by 2.0 percent. Major crops, accounting for 32.8 percent of agricultural value
added, registered a negative growth of 8.2 percent as against robust growth of 7.3 percent last year.
Minor crops contributing 11.1 pe(‘:eﬁt to overall agriculture posted negative growth of 1.2 percent.
production of Minor crops has fiéc!ined_ for the three years since 2004-05, a worrying trend which 5

partially contributing ¢ tood price inflation.

The performanc'é of Livestock — the singte ftargest contributor- €0 overall agriculture (53.2 percent)
however, grew by 4.1 percent in 2009-10 as against 3.5 percent fast year. The Fishery sector expanded
by 1.4 percent, against ‘i'ts_, previous year's growth of 2.3 percent. Forestry which has experienced
negative growth for the last six years, exhibited positive growth of 2.2 percent this year. Nonetheless,
over the past several years, the foresi-sector has contracted, underscoring the scale of the environment
chalienge facing a country that already has amongst the highest rates of deforestation in the world.

pakistan's agricuitural performance is closely linked with the supply of irrigation water. As shown in
Table 2.4, against the normal surface water availability at canal heads of 103.5 million-acre feet (MAF),
the overall {both for Kharif as well as Rabiy water availability has been [ess in the range of 2.5 percent
{2005-06) to 20.6 percent (2004-05). However, it remained less by 2.5 percent in 2005-06 against the
nprmal availability. Refatively speaking, Rabi season faced shortage of water during 2009-10.

During the current fiscal year (2009-10), the availability of water as an important input for Kharif 2009
(for the crops such as rice, sugarcane and cotton) has been 0.3 percent more than the normal supplies
and 0.6 percent more than last year’s Kharif (see Table 2.4). The water availability during Rabi season
(for major crop such as wheat), is, however, estimated at 26.0 MAE, which is 28.6 percent less than the
normal availability, and 4.4 percent more than last year’s Rabi. N

14

I — T



Agrictture

“hle 2.4: Actual Surface Water Availability (Milflion Acre Fet)

; . %age incr/der.
iriod . Kharif Ra wal Ofer the/Ag.
ierage system usage 67.1 36 13.5 -

:03-04 65.9 31 7.4 -59
.04-05 : 59.1 23 2.2 -20.6

.05-06 70.8 30 0.9 25

£06-07 63.1 31 1.3 -8.9

07-08 ‘ 70.8 2/ 3.7 -4.6

108-09 66.9 24 L8 13
109-10 673 26 3.3 99

SourcelRSA

ficient irrigation systemis a pre-requisite for higer agriltural yroductn since it helps increasthe
op intensity. Despite the existence of a good ligatioranal ndwork the Pakistan, it still sifers
bm wastage of a large emount of water in the rigationrocess Positia of rainfall during monoon
:d winter season is detailed given in Table 2.5:-

‘ble 2.5: Rainfall* Recorded During 2009-10 {in Millimter)

Masoon Fafali Winter Rainfall

{(11-Sep) 09 (Jan-Mar) 2010

brmal 137.5 70.5 S
stual 101.8 49,2
‘ortage (-)/excess (+) : -35.7 -21.3 o
Shortage (-)/excess (+} - _ -26.0 1 302
irea weighted ' Soure: Pakisn Meteorological Depdftfnn't

uring the monsoon season {luly-September, 209} the srmal ninfall i137.5 mm while the atual
infall received stood at 101.8 mm, indicating a ecreasof 26.0percen Likewise, during the water
gnuary to March 2010}, the actual rainfall receivd was).2.mr while 12 normal rainfall duringthis
triod has been 70.5 mm, indicating a decrease of80.2 peent ov¢r the namal rainfall.

Crop Situation

ere are two principal crop seasons in Pakista, name the "Tharif", 1e sowing season of wich
tgins in April-June and harvesting during Octobe-Decener; andthe “Rei”, which begins in Octoer-
bcember and ends in April-May. Rice, sugarcar, cotti, maiz¢, mong mash, bajra and jowa are
*harif" crops while wheat, gram, lentil {masoor tobao, rapeeed, hiey and mustard are "ibi"
ops. Major crops, such as, wheat, rice, cotton nd sugcane a:count r 82.0 percent of the ulue
¢ded in the major crops. The value added in majr cropsccount; for 32 percent of the value aded
i overall agricuiture. Thus, the four major crog (whe. rice, wotton, nd sugarcane), on aveage,
tntribute 33.1 percent to the value added in ovrall agcultureand 7. percent to GDP. The rinor
ops account for 11.1 percent of the value aded in erall agicultur. Livestock contributess3.2
preent to agricultural value added — much morethan tl combied coribution of major and rinor
ops (43.9%). See Table-2.6
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__’f_a‘oie 5.6: Production of Major Crops ‘ 7 . {000 Tons)
Sz | Cotton | Sugarcane ; L .
B (oo0bales) | .
500405 14265
2005-06
00607 T B o ke
2007-08 TR S T ‘ 63 . 3800 e -
2008-09

2009-10(P)

'ﬁﬁ%ﬁhﬁ&bﬁ;ﬂﬁkﬁ”““mw"'"”
_ MFigures in parentheses ore growth rates source: Ministry of Food and Agriculture

a} Major {rops:
iy Cotton:

Cotton heing @ non-food cash crop contributes significantly in foreign exchange earning. Cotton
accounts for 8.6 percent of the value added in agriculture and about 1.8 percent to GDP. The crop was
sown an the area of 3106 thousand hectares, 10.1 percent more than last year (2820 thousand
hectares). The production is estimated at 12.7 million bales for 2009-10, higher by 7.4 percent over the
jast vear’s production of 11.8 million bales. However, the cotton production was 5.0 percent less than
the target of 13.36 million bales mainly due io the shortage of irrigation water, high ternperatures inthe
month of August resulting in excessive fruit shedding, flare up of sucking pest complexes and wide
spread of Cotton teaf Curl Virus (CLCV). Area, production and yield of cotton for the last five years are
given in Table 2.7 and Fig. 2.1.

I — ,_7..._PH_;___T—#—HMM .
e et o e e e e

fig 2.1: Cotton production (000 bales)
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T:de 2.7: Area, Production and Yield of Cotton

___Y‘r {000 Hectare) % Change {00 Bales ; % (hange  (Kgs/Hec) '@ % Chane
2(5-06 3103 -2.8 13019 | 8.7 714 6.0
2(6-07 3075 -0.9 12856 1.2 711 04
2(7-08 3054 -0.7 . 11655 9.3 649 -8.7
2(8-09 2820 -7.7 . 11819 1.4 713 9.9
209-16(P) 3106 10.1 126 ~ 7.4 655 -2.5
Provisional (July-March} Source: linistry Food ani Agriculre, Federal Bureau of Statidcs.

Diing this 2009-10 Kharf, an important develoment as the increasg usage of Bt: Cottorby
feners. In Sindh, it was observed almost 80% ofcottonrowingarea h: become under Bt. colon

" {£stralian Bt) with high incidence {60-100%) of Gtton Lf Curl Yirus {CV) infection. In Punjak Bt

cton is grown on almost 80% areas with diffexnt naes, i.e. Bt-121ad Bt-131 with a rangt of
seregation {10-20%) in tha fields of Bt cotton. MiFA hasnalizec and gcapproved from ECC an.Ol
al MoU with action plan to introduce Bt.cotton vriety ai Bt Hytrid in Fkistan in collaboration vith
s Monsanto.

B Cotton:

9 Bt cotton is developed by Genetic Engineering xchnigs (Biotechnolog). Bt cotton contains Gaes
from Bacillus thuringieasis (Bt.)

? Eight countries commercially grew Bt cotton {UA, Ausilia, Chia, Indietc.). Protein of this ger is
deadiy for the Chewing Pests i.e. Americén, Any, Pinand Spctted w'm but not far sucking est
iike Mealy bug etc.

3+ There may be 30% ircrease in cotton vield ue to :sistance again chewing pest and hace
additional income to paor farmers in Pakistan.

4 The Bt. cotton varieties including Bt hybrids urrentlgrown n Pakian are from exotic souzes
which are given to farmers for cultivation withut valiting itsperforance and without proviing
production technologies based on research corlucted cording to loczenvironment.

9 None of these planting materials have beenmporti legallr and tve not been tested scfar
according to rules and regulations set by Goverment ancies it Fedeit and Provincial levels.

"9 As a rule and principle chalked out by Fedral an®Provindal Gowrnments all the Bt cowon

varieties/Hybrids, it has to pass through the prcedurelesigned for teing and evaluation of tkse
materials by Pakistan Centrai Cotton Committe {PCCt Federd Seed 2rtification and Registrzion
Department {FSC&RD). Nationai Bio-safety CormitteedBC), Cepartmit of Plant Protection {IPP)
and provinciai Seed Councils.

1 Private seed company M/s Aurega Lahore has >ld Bt lbrid se«d for aarea of almost 10 thouand
acres with the name as “White Gold” without fllowingrescribad rule.

4 Another private seed company M/s Alseeme Aultanis sold non Btotton hybrid for almos an
area of 10 thousand acres without following prscribetules.

4 All the Bt. cotton varieties grown are susceptile to Cton Leif Curl Yus {CLCV) and sucking rest
i.e. mealy bug, Jassid and White fly which are anajor teat to :otton op in Pakistan.

4 Most of the Bt cotton varieties were marketedvith wng notaion of sistance to all pest. In sme
instances Bt. cotton seed was mixed with non-t cottoseed ard affecd the yield.
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0t is worth mentioning that Sitara, ARS-802, AU5-703, CEMB-1, CEMB-2, Neelum-121, FH-113, MG-6
and rvbrid Bt 6N-2085 and GN-31 are the only Bt cotto.: varieties/hybrid which is being introduced
in Pakistan during next crop ceason following the rules and regulations designed by federal and

provincial governments.

2 i is importantto mention that during current year Pakistan Agricultural research Council (PARC) has
hocorted almost 950 kg of five different Bt cotton seed from China under special permission for
conducting trials directly on farmer. fields without following the rutes and regulations designed by

NaC, PCCC, FSC & RD.

i) Sugarcane!

Sugarcane 1s One of the major crops of Pakistan, grown in Kharif season. It provides raw material t©
sugei and sugar- related products. It generates income and employment for the farming community of
the country. It helps in value addition to essential item for industries like sugar, chipboard and paper. its
ghare in value added of agriculture and GDP are 3.6 percent and 0.8 percent, respectively. For 2009-10,
sugarcans iias heen sown in the area of 943 thousand hectares, 8.4 percent lower than last year (1029
thousand wectares). Sugarcane production for the year 2009-10 is estimated at 49.4 million tons, against
50.0 million tons last year. This indicates a deciing of 1.3 percent over the production of last year. Main
factors contributing for lesser production are maximum area under wheat crop during 2008-09
roctricted the sugarcane acreage, shoriage of canal water, load shedding of electricity, realization of
lower piices in the preceding seasoh and high rate of inputs also discouraged the farmers to grow imorve
SLZArCane Ciep. The area, progduction and yield per hectare for the last five years are given in Table 2.8
{see also Fig. 2.2}

figr 7.1 sugarcant production {000 Tons)
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. Production and Yieid of Sugarcane
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iiRice:

Re is an essential cash crop and one of the min expc itemsof the »untry. It accounts foi6.4
pcent of value added in agriculture and 1.4 percnt in CP. Pakstan gras high quality rice to reet
kth domestic demand and for exports. Area sowifor ricis estirated at883 thousand hectares2.7
prcent less than last year The size of the crop is etimateat 688: thous:d tons 1.0 percent less nan
It year. In Punjab sugarcane area was also shiftecto rice op, as he growrs were discouraged du to

m-payment of their dues in time by the sugar mls. T~ ea, prcductionnd vield of rice for theast
fe years are given in Tablz2 2.9 and Fig 2.3.

Fig 2.3: Rice Production (000 Tons)
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T:le 2.9: Area, Production and Yield of Rice

‘o Area Proction | vield
.. 1{000Hectare) % Change {(00Tons) % Chinge  : {Kgs/Hec.) % Chanp
205-06 4.0 547 103 2116 e 221
.216-07 15 538 2) 2107 04
278 . 26 553 20 19212 30
w809 G _...1738 652 25) . |..2346 61
20-10(P) | 2883 2.7 683 2 2387 |17
P.rovisional (July-Morch) Source: Muistry of od andAgriculte, Federal Bureau of Statiscs.
iwWheat:

Weat is the leading food grain of Pakistan and king stde diet »f the :0ple, it occupies a cerral
pdation in formulation of agricultural policies. : contiutes 1.4 pernt to the value addecin
agculture and 3.1 percent to GDP. Area and prodction taet of wheat fothe year 2009-10 had ben
seat 9045 thousand hectares and 25 million ton, respeively. Wheat ws cultivated on an are of
9(2 thousand hectares, showing a decrease of (04 pernt ove last yea’s area of 9046 thousnd
hitares. The impact of weter shortages (availabilir at far gate) ind low rainfall during the sovng
péod has been the main reason for lesser acrage umr wheit cropThe size of wheat cro is
prisionally estimated at 23864 million tons, 0.7)erceness thay last var crop. The prospectsoor
wzat harvest improved somewhat with health fertiliz off tike ancreasonable rainfall in ire
hwesting period. However, the impact of lower areage id wate shorties is likely take its toll nd
w2at harvest is estimated to be lower than the2009-210 targ:ts of ;.0 million tons. The A:za,
Prduction and Yield per hectare of wheat for the lat five vars are liven inig 2.4 and Table 2.10.
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4} Obber BAajor Crops

Suring 2009-10, the production of only rapeseed and mustard increased hy 7.4 percent. Gram, the
12gest Rahi pulses Crop in Pakistan, stood at 5.7 miliion tons against 7.4 million tons of last year showing
.t decreace of 23.0 percent during 2009-10 due 10 reduction in area cultivated and
~=hle climatic change. The aroduction of jawar, bariey, maize, bajra and tobacco decreased by
£7 49, 3.0, 1.0 and 1.0 percant respectively during 2009-10. The area and production of major crops
are civen in Table 2,11

a signidi

v s
Lhress
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Tile 2.11: Area and Production of Other Major Kharif nd Rabirops

2008-09 __2019-10(P) % Change 1

Cps Area Production ea bduction .
(000 hectares) {000 tons) (000 ctares) 00 tons) productior

Mize 1052 3593 30 3487 30
Bra 470 296 6 293 1.0

Jaar 263 165 18 154 67
=
Gm 1081 741 50 571 230
Rieseed & 233 188 35 202 7.4
stard -
Tracco 50 105 J 104 -10 o

Provisional {July-March) Saurce: Mistry opod andﬂ.grrcufte, Federal Bureau of S tatidcs,

bViinor Crops
iPilseeds

T major oilseed crops include cottonseed, rapseed/nstard, unflow  and canola etc. The dtal
alability of edible oil in 2008-09 was 2.821 milon tor Local jroductn of edible oil stood ati84
thusand tons during 2008-09, which is 24 percet of trtotal arailabilv in the country. While:he
roaining 76 percent was made available througlimpor During 2009-1 (July-March) 1.246 miion
tas edible oil which amcunted to Rs. 77.78 billins haszen imjorted. he local production duing
2)9-10 {July-March) is estimated at 0.680 million ns. Tol availaility fren all sources is provisionliy
eimated at 1.749 million tons during 2009-10 (Jty-Marg. The rea anaroduction of oilseed caps
d-ing 2008-09 and 2009-10 is given in Table 2.12.

Tile 2.12: Area and Production of Major Oilseed Crop

2008-09 2009-10 (P) -
Cps Area Production _ Ara Production
Seed il Seed 0il
1 ‘ 000 ¢
(000 Acresl | (500Tons) | (00mons) 00 4eh 000 Tons) | (000 Tos)
Ctonseed 6,969 3.015 52 751 3,240 389
Rieseed/ 577 188 2 a5 160 51
_Istard A e
Siflower 929 ) 598 27 ar 554 211
Ciola 172 38 3 12 76 29
Tal 8,647 3,889 | ea4 0,01 4,030 680

" Provisional {July-March) Soure: Pakian Oilseed Development Bard

- iiDther Minor Crops:

T» production of masocor, onion and potato incrased £1.4%, $.0% an 15.9% respectively. Tirely

« rov supplemented to somz extent for increasing p>ducticof masyor, onn and potato. Howeverthe
pduction of mung, mash and chillies decreased b 24.6%.0.6 % ind 0.5¢respectively. The decresed
irhese crops is mainly dua to reduction of area urler succrops a the ari of mung, mash and chlies
d:reased by 16.6 %, 12.7 % and 22.2 % respectiviy. The ea andproducon of minor crops are gren
irable 2.13.
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T ...2008 09 e -v_f-w—#—u—zfog%lfo—(g)w—»—r— %Change In
Area production ;1 Area production | production
Crops . (000 hectares) _(oootons} | (000 hectares) _ (000 tons) _ o

Cpmsoor 355 L 1e 14
TWash ' | 108 206 _
Tpotato 3411.6 159
o S ] IR = e T 18580 90
“Chitties 186.7 05

T Source: Ministry 5??53?5&‘;&'5;}‘5a;‘w re.
Federal Bureau of S tatistics

" Provisions] (july-March)
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i1. Farm Inputs
i) Fertilizer:

The Government has taken several significant steps to boost agricultural production over the last five
years. The somestic production of fertilizer during the first nine months (July-March, 2009-10) of the
current fiscal year was up by 4.5 percent. The import of fertilizer increased by 133 percent; hence, the
total availability of fertilizer also increased by 25.3 percent. Total off take of fertilizer surged by 23.8
percent (Table 2.14)duectoa subsidy of Rs. 500 per bag of Sulphate of Potash (SOP)/ Muriate of Potash
(MOP) has been announced. Nitrogen off-take increased by 15.4 percent while that of phosphate by
66.2 percent. Main reasons for increased off-take of fertilizers were affp.r:iable price of DAP and higher
support price of wheat. Average retail sale prices of nitrogenous fartilizers increased while that of
phaosphate decreased considerably. '

____.FW,__“MI______—--—PM__HM_W_.,___,___,

Table 2.14:359‘duction _and Off-take of_ Fertilizes : L ‘ _ | (’OQO’ N/tons}
. Domestic ! % ! ‘ : %
Year oo . Production |

200805 ..

2006-07 ..

200708 .

3008-09

2008.09 (1wl Mar)
2009-10 (ul-iar} P

¢ - provisional

Sod'.;c'é?Nationd-I Féftﬁr’%eF_Be_ﬁé'JSb“r—ﬁ'éﬁ?Cthre

i) Improved Seed:

Improved high-guality seed or planting material is the most desirable input for improving crop yield.

Seed is an important component in agriculiure productivity system. Seed has the hasic position among .
various agricultural inputs because the effectiveness of all other inputs mainly depends on the potential

of seeds. Seed is a high technology product and is an innovation most readily adapted. rmproving access

to good quality seed is a critical requiremnent for sustainable agricuttural growth and food security. A =
Effective use of improved seed can result in higher agricultural production and increase net incomes of

farming families, which has & positive impact on rural poverty. Hence, availabitity of quality seed of

improved varieties is essential to achieve the production target.
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Ciing ‘2009—10 {July-March), about 305.82 thousal tons of iproved seed of vanus
Karif/Rabi/Spring/Winter season crops was distriuted. ‘e prociremenand distribution of seec of
_ * Vious Kharif crops {cotto, paddy, maize, mungban etc) underrogres

T2 Federa! Seed Certification and Registration epartnnt {FS(&RD) iengaged in providing zed

ctification coverage to public and private sectorseed capanie: of Paktan along with seed qulity

ctrol services through its 28 seed testing laboratries ar monitwring ofzed quality in the marke as
. : wll. The activities/achievements of the departmer duri '009-1(are brily given as under:

+ During the year 2009-10, nineteen newseed mpanie; were egistereu raising the 3tal
number of registered seed companies to 11 in e counry inclling four public sector 2ed
companies and five multinationals. :

+ Fifteen crop varieties were approved {weat-4, stion-4 oilsee-4, pulses-3, fodder-1,ind
vegetable-1) and tairty seven crop varietiewere aluatedfor regiration.

+ During the period under report, a total 0f323.14 1ousan! acres f different crops offere by
the various seed agencies were inspected fr certifation pirposes

+ A total quantity of 305.82 thousand MT zeds orsariouscrops wre sampled and testecfor
purity, germination and seed health purpozs.

+ Pre and Post Control Trials of all pre-basic basic ed lotsand 20 of certified seed lots ere
carried out in the field to determine the qulity of ed distibuted 7 various seed agencies.

+ Under the provisicn of seed act enforcemat, 33 ces wer filed ithe different Courts of aw
against the seed dealers found selling subsindard:eds.

+ Imported seed of various crops/hybrids athe turof 17.5 thound MT with a total valv of
Rs. 3140.85 million was tested under Labiing Sel {Trutk-in-Labing) Rules, 1991 duringthe
year so far at the port of entries i.e. Lahoreind Kachi.

+ Almost 1004 seed samples of various cros/vegebles aid fruitwere tested at the Cetral
Seed Health Labcratory, Islamabad for etectic of furgal ancviral diseases using liest
diagnosis techniques and protocols.

+ Federal Seed Cenification & Registratiol Depanent (‘SC&RC with the colfaboratio of
Ministry Food & Agriculture and all stakeblders eparedthe Stidard Operating Procedres
{SOP<}) for evaluation, release and registrabn of cididate »iotech-op varieties in Pakistar

+ Various Seed Development Projects are beng runuring 2209-10'hile three projects namely,
“Establishment of National Variety Data Bnk” , “>-gradaion of 2ed Testing Laboratoris to
Meet WTO Requirements” and “Establishrent of:2ed Teting Larratories and Rehabilitzion
of Existing Llaboratories” have been succesfully cnpletec.

- iiMechanization:

AMemographic change towards urbanization redues theize of ural wkforce, agriculture wilhilso
- md to adopt new forms of mechanization arl shifto land use irensification, with all o its
cinotations. High agriculural production assuresood sarity ard agricture surpluses for expot at
cnpetitive prices require efficient developmet anditilizatbn of ricultural resources. ost
ezctiveness in the production of various crops rings lilt-in cempetite edge to low productyity
aributed farmers. Farm operations being time speific, deand pr:cision : optimize the efficiencis of

L]
98]
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agricultural input for higher productivity- The future changes of free market economy and faster
slobalization have further necessitated modernization O agricultural machinery through transfer of
latest, efficient and cost effective technologies 10 the farming community. Efficient use of scarce
agriculture resoutrces and accelerated agricultural mechanization are, therefore, vital 1o meet the
chalienges of future scenario that need a comprehensive strategic loaning for future,

Further, to promote Use of efficient and qualily machinery & equipment ete, the Federal Government
has allowed import of agricuttural machinery not being manufactured locally, at zero tariffs. Other
interventions like use of laser land leveler, ridge and broad bed framing system are being encouraged in
the country at concessional rates 10 the farmers. To bring more land under cultivation a project titled

" and and Water Resopurces Development project for Poverty Reduction in pakistan” envisaging
providing 300 bulidozers {200 bulidozers Ralochistan and 100 units to Khyber pakhtunkhwa) is under
smplementation.

jv) Plant protection

piant protection is an important agriculture input as it effectively contributes in achieving higher
production by saving it from ravages of insect and disease pests. In this regard, the Department of Prant
protection (DPP} provides facilities such as Locust Survey and Controt, Plant Quarantine Service, Aerial
pest Cantrol, pasticide Registration, Testing and Management.

1. DFP has conducted Desert Locust Survey of Sindh and punjab deserts w.e.f. 1% June 2009 10 3™
Septernber 2009, During this period 6 horder meetings with Indian counterparts were
conducted on monthly basis at Khokhmpar—i\/‘lonabao porder for exchange of locust information.

“he Survey of Locust potential areas in Balochistan is in progress since 1% February, 2010 which
rerpain continue up o0 317 May, 2010 and joint Pak-lran Costal area survey by a combined locust
survey team of both countries under the auspices of FAO is also in progress with effect from 1"
Aprit 2010 for one month.

5 The department remained in regular coordination with all the Provincial Agriculture Exiension
Departmanis to meet any emergent demand of aerial spray-

3. FEfforts are underway by the department in order to get the new pesticides Act passed by the
pariiament. This act will help in improving quality control inspection and monitoringiin the field
with the hetp of the provincial governments. Ervironmental safeguards will alsc be improved

with the collaboration of Ministry of gnvironment at manufacturing and formulation stages of
pesticides.

a. 4 project of wg stabiishment of pesticide Quality Controt and Research Laboratory” Quella has
heen compieted in iast five years by the Department of plant Protection with a cost of Rs.
16 262 miflion and handed ovei to Agricuiture Extension Department of Balochistan on 2-1-2010

for improving quatity cantrol inspection and monitoring of pesticides in Balochistan province.

v) trrigaticn

The canal head withdrawals in Kharif 2009 (April-September) have increased by 1.0 percent and stood
st 67.3 Million Acre Feet [MAF], as compared to 66.93 MAF duting the same period last year. buring the
Rahi season 2009-10 (October-i\flarch}, the canal head withdrawals shows 3 slight change, as it remained
at 1502 MAF compared to 24.8 MAF during the sarme period last year. province-wise details are given

i Tahio .45

e
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Table.15: Canal Head Withdrawals {Below Rim Station) Million Acre Feet (MA}
Kharif Kharif % Chare in Rabi Rabi % Change in
Provces {Apr-Sep) {Apr -Sep) Kharif 009 {Oct-Mz) Oct —Mar) Rahi 2009-10
2008 2009 cver 308 2408-00 2009-10 Over 2008{]‘
Punp 3423 34.57 1 13.2¢ 13.36 1
Sindi__ 2951 | 2958 C 10.3( 10.25 -1
Baluistan 213 2.11 - 0.61 0.79 31
: Khyl .
- pakhnkhwa | M e " o 062 0
Tota 66.93 |  67.30 1. | 249 25.02 0

Source: dus River System Authorit.

Theiovernment of Pakistan's Vision for the welfar, poves alleviition ar well being of people;
beir come true through GDP enhancement. Watr is a y soure for DP growth and povers
allewtion; therefore, the water sector gained major ycus thughou the lasdecade. Per capita wate
avaibility is diminishing as Fakistan’s population is icreasir In thiscontex the challenge will be th
forrlation and effective implementation of a comprhensivset of neasurefor the development ad
margement of water resources.

Theiain areas of investments in water sector were:

Augmentation of water resources

Conservation measures

Protection of infrastricture from onsiaught oficods
Significantly enhanced public sector investmet

| . Construction of small & medium dams, linin of irrition ckannels,ehabititation of irrigatia
system, surface and sub-surface drainage, linig of wercourss.

Thetrategy is inline with th2 Medium Term Develoment Fmewor {(MTD Program 2005-2010 ad
alsorovides a benchmark for moving forward in te nextve yeas. Wat being a critical input 2
agrulture in arid and semi arid climate zone has ben proded fimncial nources amounting to k.
59.¢ hillion including water management programm (durir2009-1)}, desge economic and finanal
recision and transition ecoromy in Pakistan.

WAR SECTCR FISCAL PROGRAMMES DURING (200-10)

» Works on Gomal Zar Dam Project is Tribal/hyber ikhtunkiwa are continues despite of lav
& order situation.

| » A sum of Rs. 5.71 billion was spent for liningf irrigion chaanels irPunjab, Sindh and Khykr
s Pakhtunichwa.

» An amount of Rs. 16 067 billion was spent fothe imovemeit/remdeling of existing irrigatig
system.

Mar water sector projects under implementation a2 givers Table 2.16.

LA
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Tabfé 2.16-: Major Watef sector Projects under lmplementation

— 7 T
i i i Total Live Storage 1 Are.a Ur_\der ‘I Completion
Projects Location % App.cost 1 (MAF) i lrrigation ! Date
| ]
Gomal Zam Dam Pak}:gizi;xwa 12,829 ‘1 B _llim —16_3(086” - | _Ouct_, 20_{0
"'é'{eéte"r"%"héfcéﬁéi'T’ T panjan | ‘ [ 1,534,000 17 ehase,
T BTN S ] _completed
e Canai * ) " sindh 1 T 412,000 \k June, 2010,
I * R I — i Phased
Kachii Canal * Balochistan 713,000 | Jure ,2011
N BUNRS Sy S S JPhasel
Raising Of L omak 2.90 | Alover L june, 2010
Mangia Dam{30f) S I TR - SO paksEn e

Satpe?ra Dam Skardu 0.05
Muiti- purpose ; [ R

june, 201

“RIGHT BANK OUT FALL

DRAIN ‘: ;:

s RBOD- sindh 18,707 i Dec, 2011

¢ REQD- . singh 29004 '; June 2011
s RBOO-N © palochistan 6,535 E June ,2011

anals is for Phase-l, whereas costis reflected for total project
Source: Water Resgurces section, Planning & Development Division
lanning &t ey e

* Datevof corapIetion for all three €

— e

v} Agricultural Credit:

in order {0 CODPE wich the increasing demand for agricultural credit, institutional credit to farmers is
heing provided through Zarai Taragiati Bank Limited, Punjab provincial Ccoperative Bank Limited, five
biz Caommercial Banks, and Domestic Private Banks. Adeguate availability and access to institutional
cradit is essential for accelerating the pace of agricultural development and ensuring Food Security in
the country. The Agricultural Credit Advisory commitiee (ACAC) has allocated Rs. 260 hillion for the year
2009-10 as compared to Rs. 250 biliien fixed for last year which indicates an increase of 11.6 percent
over the disbursement of Rs. 233 billion during the year 2008-09. See Table 2.17.

Tab\é 217 Sup,;le of Agricuttural Credit by Institutions {Rs. in million]
vaplg Ll l o v RS

vear : TeL - commercial | _ Domestic Private o Totol ...

. T P e .___B?["‘_S_, s. Million %Change

pos0e 4759414 67,967.40 “i602338 | 13747440

200607 . 5847305 s0393.19 | 7.988.06 " 23,976.16 " 168,830.46 _ )

200708 | 6693897 T oa7as29 o 5931 U 43,94092 211,560.65

socs-00 7513855 L 110,666.00 4162633

o00s.08 % 4539987 1 7a3pag0 | 353889 1 283 24

sp0o10% | 48,986.53 1 BRATIAS o SRS [T omearis o 160344 ’
oy sarch] 177461 353002 [ 2BOAE. ot oY iote bank of Pakistan.__

Zari Taragiati Bank Limited {ZTBL}

7ari Taragiati Bank Limited (ZTBL) is the country’s premier financial institution providing financial
services 1o agriculture secior. it is a key specia\ized nank of Pakistan providing affordable agriculture
financial service 10 rural sector, comprising 62 percent of the total population. The Bank operates
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thrugh a country-wide network of 26 Zonal Offices nd 34/ranches and a:am of 1392 Mobile Creit
Ofters in the field. ZTBL alone serves about half ahillion rmers innuallynd has a share of aroud
28 percent of the total ins:itutional agricultural crdit. Siniincepton up tMarch 31, 2010, the Bak
hadisbursed loan amountiig to Rs. 648.313 billionThe b so farhas fimced 532,254 tractors ad
14486 tube-wells besides being the major soute of rancing for fan inputs including sees,
ferizer, pesticides and insecticides. Priority was isc accded tc the pwision of more credit or
livitock, dairy farming, pouitry farming, aquaculturand fincing o oil seecrops.

NEf PRODUCTS INTRODUCED BY ZTBL
L. Benazir Tractor Scheme

» In order to bridge the gap between demantand suly postion of actors in the country, he
Federal Government has decided to lauch Aclerate! Agridtural Mechanization ar
Productivity Enhancament, “Benazir Tractor cheme:hrougt ZTBL.

+ The scheme envisages supply of 10,000 tracors ding 200)-10 toe farmers to be selectd
through computerizad halloting for grant of ubsidyp to 5C% of thcost of the tractor subjct
to maximum of Rs. 200,000 per beneficiary/tactor.

2. Awami Zarail Scheme

+ All new borrowers of crop production loansvill havto avai revolvg limit under Awami Zzai
Scheme to get inpuss through M/S KSSL uner kindsstem. “his sckme is cptional for existig
borrowers to the Bank.

3. Rurazl DevelopmentScheme

+ This Project is initiated to provide credit asstancedr dair, poult, sheep & goat farmingn
the rural areas of AJRK state especially in Ea:hquakaffected areas.

il.orestry

Fosts are crucial for the well being of humanity.fhey pvide foindatics of life on earth throgh
ecogical functions, by regulating the climate and water reurces and by sving as habitats for plats
an animals. Forests also ‘urnish a wide range o essenil good: such 5 wood, food fodder ad
meicines in addition to opportunities for recreatiol and cer servces. Fosts are under pressure or
exinding human and livestock populaticns with ~equery leads to corersion or degradationsof
foists into unsustainable forms of land use. Whenorests ¢ lost «r severy degraded, their caparty
to Inction as regulators of the environment is also st, incasing fbods ar erosion hazards, reducig
sofertility and contributing to the loss of plant an animaife. Unler Milhnium Development Gols
of orestry sector, Pakisian is committed to increse fort cove from «isting 5.2 percent to .7
peent by the year 2011 and 6 percent by the yar 201 An incease ol percent implies thatan
adtional 1.051 million hec:ares area has to be broyht unc forestcover £ 2015.

Measures to enhance forest cover

+  Mass Afforestation and Tree Planting Campigns: Inrder tcenhan: tree cover in the coun-y,
tree planting campaigns are held each var. Ding the tree anting campaigns all e
Government Depa'tments, Private organationsDefenc orgazations and NGOs wre
involved in planting activities,
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& By 2030, Pakistan will be managing all type s of forests ON ecosystem approach, enabling them to
perform potential functions of conserving biodivarsity, providing sustainable livelihood to
dependent communities, meeting national demands for wood and contributing positively to
mitigate global environmental problems. '

s pakistan has set a new Guinness World Record in maximum tree planting during 24 hours on
July 15, 2009, three hundred planters form the local communities planted 541,176 propagules
of mangrove tree on 796 acres on an island at Keti Bundar in the Indus Delta. This event was

organized by the Forestry Wing of Ministry of Epvironment in collaboration with the Sindh
Farest Departme ntand National Bank of Pakistan.

» Prime Minister of Pakistan declared 18" August as National Tree Planting Day (NTPD).
Underlying objective of celebration of NTPD is to address deforestation and associated
environmental problems being faced by the nation through motivation and involvement of all

segments of the society in tree plantation campalgn. This was to be achieved by inducing 3
culture and sense of ownership among the public for forest conservation and trees cultivation
through an extensive but systematic and organized awareness campaign involving print and
electronic media. On 18 August 2009 massive plantation was carried out throughout Pakistan
with the help of provincial Forest Departments and Federal line Ministries/agencies.

» paangroves tor the Future (MFF} initiative focus on the countries worst-affected by the tsunami.
However, MFF will also include other countries of the Region that face similar issues, with an
gveratl aim to promote an integrated ocean wide approach 1O coastal zone management.

palistan joined MFF as dialogue coLintry in 2008. Subsequently, in October 2009 Pakistan’s
national Coordinating Body for the MFF was decided that Pakistan will prepare its draft National
Strategy & Action Plan (NSAP) as per requirements of Regional Steering Committee of MFF
hosted by IUCN and UNDP to become regular member of this regional programime.

During the year 2009-10 forests have contributed 93 thousand cubic meters of timber and 263 thousand
cubic meters of firewood as cornpared to 89 thousand cubic meters timber and 258 thousand cubic
neters firewood in 2008-09. In order t© enhance tree cover in the country, tre€ planting campaigns are
held each yeal.

V. tivestock and Poultry
A, Livestock

The overall thrust of Government fivestock policy is O foster “private sector-led development with
public sector providing enabling environment through policy interventions and play capacity building
rote for improved fivestock hushandry practices". The emphasis witl be on improving per unit animal
productivity and moving from subsistence 1o market oriented and then commercial jivestock farming in
 the country to meet the domestic dermand and surplus for export. The livestock development strategy
revolves around the foilowing: -

public Private partnership led development.

~yational Economic growth.

poverty Alleviation.

Faod Security.

improve Livestock service delivery.

Expand opportunities for livelihood needs of farmers.
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Enhance Foreign Exchange Earnings.

Liveock plays an important role in the econory of t counry. Livitock sector contributd
appximately 53.2 percent of the agriculture valutaddednd 111 percet to national GDP durig
200-10.While other development sector experience saturaxn and leclinesere has been an increaz
in lzstock sector in 2009-10. Gross value addition olivesto at curient facr cost has increased fron
Rs. 304.6 billion (2008-09) to Rs. 1537.5 billion {009-iCshowirg an imease of 17.8 percent s
corared to previous year.

Theopulation growth, increase in per capita incove andxport evenues fueling the demand f
liveock and livestock prodicts. In order ta speed u the pa of derelopmit in livestock sector, Th
Mirtry of Livestock & Dairy Development was crated ¢ a part of Rerm Agenda and politicl
comitment of present Government to improve serice deery, reluce prerty, achieve sustainabe
ecoxmic growth and expand cgpportunities to adcess thneeds of liveock rural farmers and 3
proct the livelihood concemns of rural community. e maj produ:ts of lirstock zre milk and mes,
theraduction of which for tast three years is given iiTable 28:

Tabl2.18: Milk and Meat Production

MillGross Production) © 000 Tons 42,1 ; 4352 44,978
Cow “ P 14,4 1432 ; 15,546
Buffa 5 “ 26,2 2728 27,848
Shed ” : 35 : 36
Goa 1 70¢ i 739
Cam’ 78, 7 808
Milkduman Consumption)’ E 34,0 3550 36,299
Cow . 11,5 1135 3 12,437
Buffa » 20,9 2122 | 22,279
Shee . 35 : i 36
Goa ., 70( 7 : 739
Meaz 1 000 Tons 2,72 : 2,3 | 2,965
Beef ; ” 1,54 1,41 1,655
Mutn | “ 57¢ ;’ 5) 603
Pouly meat ‘} “ S0y ‘ G 707
o Sour: Ministy af Liveock and Daoiry Developmet
Note

1. e figures for milk and mect production for the years J07-08,308-09 (nd 20040 are calculated by
iplying milk production pcrameters to the projected ppulaticaf 200708, 20009 and 2008-10 based an
e inter census grawth rate of livestack census 1996-206.

2. efigures far the Milk procuction for the year 2007-0: 2008-(znd 20(9-10 arealculated after adding the
oduction of milk fram camel and sheep to the figureseportea the livistack cesus 2006,

3. ik for human cansumption is derived by subtracting 3% {15%astogein transyrtation and 5% in calving)
the gross milk praduction of caws and Buffala.

4. e figures for meat praduciion are of red meat and doat incle the edble affa.

B. Puitry

Pouly sector is one of the organized and vibrant sgmeniof agri:ulture dustry of Pakistan. Th;

]
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sector generates employment (direct/indirect) and income for about 1.5 million people. poultry meat
contributes 23.8 percent of the total meat production in the country .Poultry pevelopment Policy visigns
sustainakle supply of wholesome poultry meat; eggs and value added products to the local and
international markets at competitive prices and aimed at facifitating and support private sector-led
development for sustainable pouitry production. The strategy revolves around Improving regulatory
framework; disease control and genetic improvement in rural poultry; hi-tech poultry production under
environmentally —controlled housing; processing and valtue addition; improving bio-security; need based
research and development and éarmers training & aducation. it envisages poultry sectors growth of 15-
20 percent pef annum.

C. Mega pevelopment Projects

The Government has substantiatly increased public sector investment and has initiated mega
development project for strengthening Livestock services for improved disease diagnosis and control,
mitk and meat production, breed improvement, animal husbandry and management procedures in the
country. The Ministry of Livestock & Dairy pevelopment is presently executing seven (07) projects in
Livestock sector atan estimated cost of Rs. 2.8 billion. These projects were approved during the last 3 10
4 years. The progress is an under:

sirengthening of Livestock Services Project (SLSP}

project is of Seven years duration (2003-2010) with total cost of Rs. 1992.66 million. The project is aimed
at to eradicate rinderpest disease from the country, t0 enhance efficiency and effectiveness of delivery
of livestock services, improvement of disease diagnosis, monitoring and reporting system, Vaccine
production particularly against newly emerging and trans-boundary Animal Disease and capacity
puilding of veterinany staff. The major achievements of the projectare:-

» Field studies on 05 madels of service delivery are in progress. Community Animal tHealth
fxiension Worker (CAHEW), Women Livestock Extension Worker (WLEW],Dairy Farmers
Cooperative Mode! (DFCM) , Woao! Producers Association, Rural Poultry support Madel (RPSM])

# Introduced Pest Des Petites Ruminants (PPR) vaccine production in the country, and
» Established National Epidemiology Net worl for Livestock Disease surveillance and Reporting.
1ivestock Production & Development of Meat Production

This project is of five years duration (2005-2010) and has total aflocation of Rs. 1520 million. it is
acsisting in the sstablishment of 2590 fattening farms {1040 peef and 1550 mutton), 08 Staughter
houses and 20 butcheries in Private sector. Under this project more than 9000 feed-lot fattening
operations have keen completed in which more than 8,000 tons of quality beef and more than 2,000
tons of mutiton have been produced.

mMilk Coliection processing and Lairy production & Development Programme -

This projectIs of five years duration (2005‘2010) and has total allocation of Rs. 1588 million. More than
40,000 rural subsistence dairy farmers are likely to enter into the milk marketing chain due to project
tesventions. 15000 10 20,500 sdditiona) breeding animals of better genetic potential for milk
production wiit hecorme available in the project area. The major achievements of the project includes:-

» TFormed 207 Mitk Preducer Groups (MPG} in ali the four provinces, Azad Jammu & Kashmir and

(]
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Northern Area,

¥

Instailed 150 milk cooling tanks,

+ Provided 63.3 to3s of fodder seeds and363 to of aninal ratn/feed on cost basis t the
members of MPGs,

* Registered 1004 Sindhi, Sahiwal and NiRavi estock breedes for production of qality
breeding animals.

time Minister’s Special Initiative for Livestock (FASIL)

1is project is of 05 years duration (2005-2010) hving tol allocaion of 5. 1992 miilion. It is aimd at
thancing the livestock productivity through te provon of livestoc production and extesion
wvices at farmer’s doorsteps, targeting 13 millioirural pr in 1563 unic council in 80 districts ¢ the
wntry. Its activities will assist in the production)f addibnal mik and rat to the tune of 12 nllion
l2rs and 0.2 million tors per annum respectivly, aft the ccmpletic of the project. The rajor
thievements achieved urder this project are:-

* 290 veterinary clinics have been establishd proving veteinary svices at 70 percent reaced
cost to rural farmer at their door steps i.e. 00 pernt achevemer

+ Quality medicines/vaccines are availabli to rul farmer at 3 percent reduced co: as
compared market prices

* 3000 number of rural community persons ave be) trained by imarting one month trainig in
bacic veterinary services through livestockiovernent insitutes

* 44265 rural livestock female farmers havereen tined in etter :imal husbandry practics to
enhance their inccme through enhanced nik proctivity.

Mional Programme for the control and preventia of Avn Influ:nza

Ts project is of three years duration (2007-201C havingotal alocatiornf Rs. 1180.142 million.The
pject is aimed at Development Avian Influenza Al) Sueillance & Reprting System & Handlirr Al
obreaks strengthening diiagnostic capabilities { Al vaine quility ccrol in country. The mjor
arievermnents of this proje:t are:-
» Established 40 5urveiliance unit, 66 Rapid Psponsdnits (FRUs),
Processed 0.4 million samples of blood, tisses & sabs foricreeniy against Avian Influenz:

>
+ Establishment of Bo security Lab.-3 is unde proce.
+

The project collected and analyzed 190,00 sw sampes ancmore than 200,000 byod
samples.

» Disbursed Rs. 23.5million as compensationo Aviainfluena affecd farmers,
* Pakistan is maintaining Avian Influenza (birflu} frestatus ince Ju2 2008.
Inroving Reproductive Efficiency of Cattle and Bifaloes: smalltolder’sroduction system

Tk project is of five years duration (2007-2010)and h:total adlocatio of Rs. 495.15 million. “he
piject aimed at establishment of Embryo Trasfer Thnology Cent, Semen Production ind
Picessing Center, Strengthening of Provincial emen roducton Uns and Support of sesen
Piduction in private sectcr. The center will produe 500Cmbryoper yeefor farm use and suppt to
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gliners:-

2 Ol work of Embryo Transfer Technology Centre at Okara has completed,

5 Eyabryo Transfer Technotogy Centre has produced 75,498 semen doses and 640 embryos from
elite exolic animals for cross hreeding pUrposes,

& Carried out 10,834 Artificial insemination and transferrad embryos in79 animals, and
>  Drovided training to Artificial insemination Technicians.
Jp gradation and Zstablishment of Animal Quarantine Stations in Pakistan

This project is of five years of duration (2006-2011) having total allocation of Rs. 336 million. The project
is aimed at improving guarantine facilities and astablishing new entry/exit points to facilitate trade of
animal and animal preductst-

> 05 Animal Quarantine Stations (AQS) have heen up-graded in order to facilitate import/export of
vestock and its products,

4 02 hew AQS are being established at Khunjrab and Khokhrapar.

D, New initiative

Ministry of ivestock & Dairy pevelopment has conceived and 'i_ni,t’.-ated new projects worth of Rs. 5500
miliion during 2009-10. PC-H (Feasibility studies) of the following projects i underway:

iy study project on vgctablishment of Halal Food Certification system in Pakistan” was
¥ e oA otal Lost of Rs. 10CC miliion against which a token amount of Rs. 10.0 million is aliocated
for ine yoar 2009-10. The objective of the feasibility study is to develop PC- regarding establishment of
colal Faod Certification System in Pakistan.

 feasibility study rgstahlishment of National Research & Extension Network” is under implementation
¢ acostof Rs. 200 million. The project witl assist in developing PC-1 with a total cost of Rs. 1500 million
ding establishing Mational Camel Research & Extension Network in the couniry.

A fezsibilivy study titled "Progressive Controt of Foot and Mouth Disease (FMD) in pakistan” is under
e mertation. ibis aimed at undertaking studies on Foot and Mouth Disease prevaletice; study s
-sipiie sirain, prepare controt strategy and establish modern coat and Mouth Disease vaccine
procuctinng fachity in the country. Ine allocation for the year 2008-10 is Rs. 9.390 mitlion. A national
DrOgram worth of Rs. 3.0 biilion will he initiated ot conclusion of feasibility study in 2009-10.

ety Reduction through Smalt hotder Livestock nDevelopment at a total cost of Rs.3539.132 million
the year 2005-10. The project envisages establishing 400 smaliholders’ livestock farms in the
s cpenifically designed to cater the needs of peor farmers and landiess livestack smallhciders. The -
ceenn wid 3o managed by tha Members of the community farm on commercial basis in specifically
ned animai sheds with facilities of fodder and water management a. well as recycling of organic
woastes fo nrocdule 5::iogas/ccmpa:t_;’e‘,ectricity.

;o009 the Animat Querantine Department {AQD} provided quarantine services and issued
i-aith Certificates for the import of five animais, mutton heef, eggs and other livestock products
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hing a value of more then 201.7 million USS. TheAQD gerated 1on-taxevenue of Rs. 54.38 milon
wich exceeded the targetof Rs. 40.00 million fixe for 2G3-09, showing ¢ increase of 26.44 percat.

T2 export of meat {beef, mutton & camel meat) dring 2G-07 wis US $ /.64 million as compare:to
LS 74.4 million in 2008-C9 showing an increase 056 pernt. Themeat eyort (beef, mutton & cael
mat) from July to January 2009-10 is to the tune c US $ €2 millicn whileve animals export was 1S$
195 million. With the current pace, it is expecte that oort ofmeat ding the year 2008-10 ray
eceed well beyond 200809 figures. Malaysian Gverr,.mut has stown ierest to import 60,00CM.
tas meat from Pakistan annually. '

VFisheries

Fhery plays an important role in Pakistan’s econaty and considared toe a source of livelihoodfor
t2 coastal inhabitants. A part from marine fisheris, inlanfisheries {basedn river, lakes, ponds, dms
e.) is also very importan: activity through out th count. Fisheres sharin GDP although very ltie
kt it adds substantially to the national income trough (port ewrnings.uring the year 2008-0, a
tal of 134,000 m. tons of fish and fishery yoductwere eportecearning USS 236 milbn.
cvernment of Pakistan is taking a number of fruful ste to imirove fheries sector which inclde
iier alia strengthening of extension services, inoductiv of new fishir methodologies, incresed
pduction through aquaculture, development ctvalue .ded prducts, nhancement of per caita
cisumption of fish, up-gradation of socio-econont condins of tie fishenen’s community.

Mrine Fisheries Departmant is executing two deviopme projecs i.e. tt project “Stock assessmnt
svey programme in EEZ of Pakistan through carterit Reseach ves! and capacity buildin; of
Mrine Fisheries Departrrent”, is aimed to chartr a suible vesel of mducting stock assessmnt
rource surveys in the coastal and offshore water of Pakan, incuding Elusive Economic Zone. he
pject is also aimed to strengthen Marine Fiskries Dartmeit by oacity building to conuct
rource survey and stockassessment on regular bsis ano devebp manzement strategy for theish
mloitation and utilization. For this purposes lraian rearch vessel we chartered and first tri of
ack assessment survey was undertaken during 3™ Octor to 7" Noverrer 2009. The data colieted
cring the survey have bean analyzed and cruise rport hibeen peparednd submitted to concened
@encies.

Vo other projects i.e. “Accreditations of quality ontrol coratores of Nrine Fisheries Departmnt”
:d Establishment of integrated National Animaland Plt Healty inspeion Service (NAPHIS) ("FD
(mponent), are also being implemented to provie impved quality corol services to the seajod
gport industry. These two projects are aimecto gethe lajorators of the Marine Fisheies
Epartment accredited with international bodies ad meehe reqiiremenr of 150 17025. It aiso aned
timprove the human resources capabilities of th«departent by nductir trained manpower andilso
t provide training to ecisting staff and officer. Micniologicl and hemical Laboratories sere
/credited by the Norwegian Accreditation Agery und. [SO/IE-1702%will now be got accrected
hm P.N.A.C

shatchery complex was established under fhe aupices ca devebpmenbtroject entitled “Establined
chatchery complex for production of seeds of fis and stmps” i1 2001 ibeing renovated from fnds
[ovided hy Fisheries Development Board. The renvatiorork wil be conteted by December 203.

Lring the period July-March 2D09-10 the tota marinand inand fis production was estimted
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gR2,7735 M. wons out which 667,762 M. 1ONs Was (sarine production and the remaining catch come from
ioland waters, Wheroas the Production for the I ay-March 2008-08 was estimated to be 914,141 M. tons
in which 960,141 i, tons was for marine and the remaining was produced by inland fishery sectof.
Thers is an Mcrease of 1.3 percentin the quantity compared to the {ast year.

R _MHNH_H_H{_(—M__H_
Special Section: Water Availability, Conservation & Management in pakistan

\Waier is essential for sustenance of life in all forms and fresh water is a finite resource, progressively hecoming
scarcer due 10 persistent increases in its competing demands. Pakistan pO5Sesses the world's largest contiguous
irrigation system commonly calted as Indus Rasin lrrigation system. it commands an area of about 14.3 million
hectares {25 million acres) and encompasses the mdus River and its major tributaries. The system includes three
|arge reseivoirs (Tarbela, Mangia and Chashma), 23 barrages/ headworks /siphons, 12 inter-river inks and 45 canal
commands extending for about 60,800 km to serve over 140,000 farmer operated watercourses. yrrigated
agriculture is the backbone of the national economy. The tevel of agricultural production ic directly related to the
avaiiability and effective use of water as @ major input. The demand for water is increasing rapidly while the
opporiunities for further development of water resources Of maintaining their Usé to existing levels are
diminishing. The chortage of water particularly in Rabi
season has further aggravated the ongoing water
‘ crisis.
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Fenerging lssues

Lo Water chortage: Pakisian is one of the world's most arid countries, with an average rainfall of under 240 mm
! a yeal. According to the penchmari water scarcity indicator {the Faulkenmark Indicator), Pakistan's estimated
11 current per capita water availability of around 1,066 M (Table 2) places it in the “high water stress” category

suriher aggravated with high veriability of \ Year
-airdzil. The cnset of climate change and global 1,- {illion) Availability (M) | |
wrorming s likely to severety affect the 34
availability  of  watet. To aggravate the
spuetion, after the loss of 3 miajor rivers, Ravi,
sutie] and BEas 1o india under the indus

I

1951
1961
1971
1981

{Tzbie 3).
\-:' The water shorfage scenaric in pakistain s E@@@Je-z: Per Capita Water Availability
]
q
I

; Waters Treaty 1g60, India’s construction of 1991

\ water storage infrasteucture at Baghkihar and 2002\

\ cishengenga, 15 threatening 1% disrupt the 2010

! canverrupted flow of water downstream into 2020

}' . _2_025

\ L Source: Planning Commission
N e
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¢ Compounding lower avaiability is the issue of inadeuate war storage. Pakisn stores around 40% of th
world’s average in terms of storage. In comparison, e store capaciy of Colado is 497%, Nile 347%, Iria
33%, while Pakistan has just 9% storage capacity. Avopulaty size inreases, sources become scarce ir
terms of per capita the same is in case with Water fisourcenat are tatistic nature we may conserve nd
manage them only. The turrent per capita water avilability 1066 m'/persors low, with Pakistan in the
category of a high water stress country {Table-2), tht requir to conantrate y water resource
development, urban andrural water supply and saration, iustrial vater swly Jirrigation and drainage
hydropower and enviranment protection.

Fig-2 Water Availshility Vs Popufation Grown weieeser Capitavailability
. - oo 2ppulatioirowth
E 6000 . — ©aae Lemaene o A e T 3 T G Y W S Ay 230 .
E- 5000 Eﬁ\ R g i ) 180 .5
ﬁ 4000 My T g
';g 3000 - + 130 g
& 2000 b
& 1000 -
e &
5 G - 30 |
1951 1961 1971 1931 191 22 2000 20 2025 :
Sote:Planning Commissicn
W B s o i v e s . - i
Taule-3: Water Scarcity Indicators {Faulkenmark Inicator)
>1700M® /Capita Water Scarcity Ra:
<1700M3/Capita Country faces seasnal or gular waer-stre=d conditions
<1000M*/Capita Water shortages hmper t health ind welieing of the human beings.
Economic activitieare affced
<500M3/Capita Shortages are sevee constints to tuman i
Source: IRS/

¢ Low Water Productivity: Whatever water is availab: is utilid in an efficiennanner. Water productiotin

Pakistan is less than 0.1 kg/m® as compared to 0.39 g/m3 india.

¢ Aging and Dutdated infrastructure: Pakistan is bleszd withie of the largestantiguous irrigation

infrastructure. However, it was designed for water iquiremits of th: 20" ce ury and not for the 21
century. The design of system was for 60% croppingntensitind nowthe crojing intensity has crossed ver
120%. Further the cropping pattern on which waterlemancand wittdrawalsrere worked out was not
supposed to cater to crops like sugarcane and rice wich recre high vater us The system maintenanceilso
requires a lot more attertion due to deferred maintnance er the lat 100 yus.

+ Innovative Knowledge Based Management: Chailezes of t 21st certury redire the frontiers of knowldge

and innovative approachas rather than historic pracces. Thnstitutiins neecedefining of their roles an to
develop their capacities according to new responsitities.

e Ownership, Reforms and Joint Management: The tigationfrastrucure opetion and on-farm practice

need ownership of the stakeholders such as farmer. profesnals ant revenucoilectors. A joint
management mode neecs to be devised as area wa:r boarwnd farner’s orizations.

s Equity: Water provides prosperity and jobs, and ac: as a “fce multblier” ime national economy.

However, serious conceris exist with respect to speding ccman poil monero the benefit of selected
groups in the absence of policy on equity. The disacantagegroups @e:

i Users at tail end of canal commands

i Farmers outside ndus Basin

35
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W, Farmers using groundwater with opticns of costly dieselfelectricity

Water Resour{:es of Pakistan consists mainty of rainfall, rivers, giacier, groundwater atc. There are two major
sources of rainfail in pakistan. The Monsaon and Western disturbances. Flow of Indus basin depends heavily upon
the glaciers of Western Himalayas. various sources of river flows are shown in Table-4.

dus Basin Flows
Rain (%)

Rain & Glaciersin Upper In
snow (%)

Tabie-é:Eontrii?tﬁ?on of Snow,

ettt

tacation Glaciers {%)

River Indus above Tarbele
River Jhetum above Mangle

River Kabu! above Nowshera
N -

ﬂ”

Source: WAPDA

in 1960, the indus Wwaters Treaty was signed by india and Pakistan. According to this treaty, Pakistan gat full rights
on its Westem rivers i.e. Indus, Kabui, Jhelum and Chenab. The average annual runoff of these rivers is 140 MAF,
with minimum recerded so far as low as 97 MAF and maximum 172 MAE. Corresponding to this, annua diversion

at the barrages fof irrigation purposes is about 104 MAF.

Thera are three primary storage reservairs at Tarbela, Mangla and Chashma with an original total stovage capacity
totaling 18.37 MAF. The reservoirs regulate the natural flows for irrigation purposes and hydropower generation
and help in utilizing the stored water during the low-flow 5eason. From 15.75 MAF of live storage of reservoir 4.18
MAF about 27 percent has lost due to sedimentation. Due tc loss storage, agriculture of pakistan is facing shortage
guring low-fiow ceason. According to Indus River System Authority {IRSA) the shortage has gone up to 30 percent.

Consequently it is hecoming difficult for \RSA tO fulfili the demand of provinces during Rabi. Loss of storage of

reservoirs is given helow in Table-5.

is utilized through 19 barrages, 12 links canals, 43 canal commands and
from the reservoirs aré planned by the indus

The surface water of the Indus system
100,000 tertiary irrigation commands (Chaks). Irrigation releases

River System Authority (IRSA).

———

Iy
) Table-5: Loss of storage of Reservoirs

\ Reservoir Original
L Gross | Live pead Gross
Tarbhela 11.62 | 989 1.92 7.85
varala 1588 538 0.54 467

e e i e s \ SR o .

\ Chashma -\1—0.87 0.72 0.15 0.32 . .
t Total 1837 | 1575 |2.62 12.05 | 11.58 137 | 542
\ R o o 30% 27% 48% ]
|- Source: WAPDA

Esconagate Bed

the Arzbian 5ed. The data shows that post-construction of Tarbela (197&2008) average annual escapages below

Kotri are 31.48 MAF, with a maximum of 91.83 MAF In 1994-95 and minimum of 0.79 MAFin 2000-01. Most of the

‘ flow to tie 388 OCCUrs during Kharif season and very liitie during Rabi season.
>

\ Despite aciie water chortage in the system, data shows that @ substantiat amount of water escapes below Kotri to
1
u
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Grandwater

Grendwater under the Indus Prigation System is plentifuand is dived fron infiltr:on of surface water as we
as l:al rainfall. However, depending upon the quality, theiseableoundwiter is cdined toan area of 10

milin hectares. The development of this resource is throgh prive tubewills and zount for a gross abstractin
of @out 40 MAF per annum. Tke surface water and grounwater d all camil comnmds are being used in
connctive environment. In mzny canal commands, purngge is grter that rechare, thus causing subsidence.
The is no regular and proper monitoring of private tubewlls capity, thei pumpir hours and utilization.

War Availability and Requirement Gap

Accding to the Water Accord 1991, 117 MAF water is redired forrigatior by the ovinces. The water
restrees available for future daveiopment are 36 MAF of ver flov.4 MAFof groutwater contribution and 3
MAof rainfall harvesting. Besides, agriculture requiremers, the emated dditionawater needs to meet the
mucipal water supply, rural potable and sanitation indusy and gironmeit are esmated at 8 MAF {as per
Natnal Water Policy, 2003}).

Fute Strategic Areas to Combat Water Security Risk

Thellowing core areas require immediate attention whil formulng contngency tion plan and
maigement/policy plans:

} Water demand management

} Climate change impacts in Pakistan

} Potential use of saline water

} Asset protection of irrigation infrastructure
a. Wer demand management

War availability is diminishing with a growing population nd incrsing urkanizatio The need for better wate
dennd management is well es:abiished. The following reresent sne area: of immiliate attention:

. Promoting efficient Jse

. Pricing water better

. Optimizing cropping pattern

. Integrated use and recycling of water

b. Cnate Change Impact

Pakian has been cited as amorgst the most vulnerable grup due Extrem: weath, change in temperature
+raiall.

Potdtial Impacts

. Glaciers melting.
» Droughts.

. Flood Event.

. Change in Rainfall Pattern.

The imate change requires the following actions e.g. Potetial offss
* Need for carry over dams
e Efficient irrigation {(water conservation & deman managment)
»  Controlling population growth rate

e Changed cropping pa:tern
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c. Saline water potential

pakistan’s groundwater aquifer consists of join layers of fresh and saline waters and the proportionai percentage
of these layers varies from place to place. Today's groundwater purmpage 15 around SO MAF which can be
increased by harnessing additional 25 MAF pumpage of saline water and utilization of saline drainage surplus of 3-
5 MAF. The bio-saline technology is to be promoted. The investment will be required in future adoption of bio-
saline agricultural technology.

d. Asset Protection of lrrigation Infrastructure

pakistan has the largest contiguous irrigation system in the world which commands an area of 42 million acres. The
Indus River and its western tributaries onan average bring about 142 miltion acre feet {MAF} of water annually and
the average annual canal withdrawal is 104 MAEF. The System has three major reservoirs, 19 barrages, 12 inter-
river link canals, 45 independent irrigation canal systems and more than 110,000 water courses. The tota! iength of
the canal systemis about 64000 Km, the system also utilizes an estimated 42 MAF of ground water pumped
through more than 921,229 tube wells (mostly private) to supplement the canal supplies.

Pakistan needs more water, however there is less likelihood that new water storage projects could be completed
in next 3-4 years. pakistan is extra-ordinary dependent on its water infrastructure, and it has invested in it
massively. The natural state of heavily-sitt laden river Indusis to meander. This is because a3 silt builds up in their
heds, the rivers seek lower lands and change their courses. This creates havoc with human settlements and so,
throughout the world, such rivers have been trained and confined by embankments within relatively narrow beds.
Over time, the liketihood of embankment breaching increases from floods.

The Indus Basin is 2 single, massive, highly complex interconnected ecosystem, upon which man has lefta huge
footprint. When a dam or barrage is constructed the water and sediment cycles are changed dramatically. When
water is diverted onto deserts, the water and salt balances seek new equilibriuins. The Investmentin building
knowledge base and the accompanying institutional and human systems is Key for efficient operation of the
massive irrigation works.

Conclusion:

e ————

it is important to ensuré water security for the people through a naticnal water policy laying down the ocutlines of
an integrated water management strategy that aims at maximizing the sustainable economic, social and
environmental returns on the water resource development, allocation among its competing demands, its use by
consumers and safe disposal of post-usé effluents.
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Nanufacturing 3

Marfacturing is the third larzest sector of the ECONOYY, accinting fir 18.5 rrcent of Cross Domesti
Procct (GDP), and 13 percent of total employment (se Tabls.1). lage Sca.‘Manufacturﬁng (LSM), &
12.2ercent of GDP, dominatss the overall sector, acountingr 66% >f the s-toral share, followed b
SmaScale Manufacturing, which accounts for 4.9 preent (total COP. Thithird component of th
sectdis Slaughtering, which was separately included s g sukategor from 203-04, and accounts fo
1.4 prcent of overal GDp,

Table 1: Share of Manufacturing

Manucturingas % of: T 2000005 2010 B
gbe T S 183 T
Emplenent T N U € ¥R
Fixed vestment ™~ 330 o TR e e

SourcFederal Bureay of Statistics

What; evident from Table 3.1 is that, while Manufaciring’s are ofoverall DP has increased since
2000,s share in the €conomy has declined since 206 in teis of allthree Hicators used: share of
GDP, mployment, and new ‘ixed investment, This antrasiwith e expience of most betrer-
perfoning countries in the rezion, such as Banglades, Sri Lxa, Vietam ar Cambodia, where the
Mmanucturing sector has expanded fairly rapidly, desgte the ‘esence of oth fast-growing dynamic
sectorin the economy (Tahle 2.2).

Table 3: Manufacturing sector in regional countries

_As % ofDP . e e 1995
ThalfanW7_ T l_ e §O
:Cﬁirja'_"_f“_"*"w“"""“‘”'_'""'f" B .
Majays —— T e T
ndoyes T T R
Vietnarr R 15
Lamboe T T — 10
R R
T
f 18

Source: World Bonk

As a cosequance, the absorptien of employment in Maufacting hasalso re ained fairly stable at
around 3% during this period. More worrying for thefuture rospecs of tk sector, the share of
Manufauring in new fixed investment has declined narply,rom 2.% to ;.29 This worrying
develogent, which appears to be a secular {j.e. long ten) trer needsto be amined carefully and
its undeying factors addressed. A large part of the problm with:gards o the ks of dyramism in this
once-vint sector relates to thefncentivesframework imlace, wich ha: been @lored in the chapter
on Grow and Investment.

Pervasivmis-declaration and unier-invoicing of importswhich cording to sor estimates costs the
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aconomy anywhere petween Rs 100 billion to Rs 300 billion in lost revenue alone, in conjunction

-

the rampant mMisuse of the Afghan Transi. Trade (ArT) facility, has undermined the viability and
competitiveness of the Manufacturing sector. Recent developments on this front, with the winding up
of the Pakistan Automated Customs Clearance System {(PACCs) by FBR, does not bode well for reducing

leakages on account of weak administration of Customs,

gome of the other areas where the domestic manufacturing sector has been seriously disadvantaged in
compatison to imports include reliance on an overvalued exchange rate as an instrumenit of policy,
especially between 2004 and 2007. This led to a rapid increase in cheap imports, including finished
goods, which undercut the domestic manufacturing sector. The Free Trade Agreement (FTA) with China
since 2007 is unlikely to have helped the domestic manufacturing sector, given China’s global
dominance of manufactured products, especially in the low value added segment. Not surprisingly,
pakistan’s formal imports from China shot up from Us$ 2,011 million in 2006, to uss 3,030 million in

2008,

As has already been discussed in the chapter on Growth and [nvestment, weaknesses in the taxation
system, especially in terms of policy design, have set perverse incentives for formality and hence, scole.
Other cost advantages to being @ refatively smaller, informal player in the economy are not captured.
These include savings accruing via the elimination of the regulatory “purden” (audits, inspections, filings,
registration costs etc), as well as making lower payments in gaining utility connections through

“informal” channels.

The loss of scale induced by the taxation and regulatory system has seriously eroded the
competitiveness of the Large Scale Manufacturing (LSM) sector, in particular. An unstable and uncertain
domestic environment has proved to be an added factor in burdening the manufacturing secior. A
deteriorating internal security situation, crippling energy shortages, and on-off political uncertainty since
2007 have combinad with a period of necessary adjustment in the economy since 2008 which has seena

sharp increase in administered prices, especially for energy.

recent performance

et in this difficult medium term centext, the Manufacturing sector has performed well in the outgoing year,
with overall value addition rising 5.2% in the first nine months of the fiscal year. Production in Large Scale
Manufacturing (LSM) rose by 4.4 percent during luly t0 March, against the full year target of 1.8%, and

compared to 3 contraction of 7.7 percent in the same period of last year (Table 3.3 and Fig 3.2).

" .

! Fig-3.1: Monthly Growth Rate of LSM
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Manufactiing

Oput growth in LSM contracted 8.2% for the whie of 218-09. £ combiation of a detericratingaw
al order situation, massive power shortages, a lare depriation i1 the vaue of the Rupee againsthe
Udollar which increased raw material costs, and te impz on extarnal dnand for Pakistan’s expris
cised by one of the deepest contractions in {obal dput aid trad in the past 70 years ali
cetributed to the slowdown in manufacturing.

Hwvever, after recording thirteen months of contrction ca yearon-yeanasis, output growth inhe
LA sector finally turned positive from August 209 omvrds. Tte turnound has been led by he
cesumer discretionary sector, with production rowtin f high doubledigits in autos and aled
piducts, and in electroniz goods. Pharmaceutica, leatlr good:, and ftilizer also contributec to
orall LSM growth.

Dipite stronger export orier books for some segrents ohe textle indury from around Novermer
la year, especially for cotton yarn, reported outpt growtfor Texiles as whole remained marginlly
neative at -1.8% for july to March. However, thre is aend ofimprowment in this sector, an if
enrnal demand for exports remains strong in themonthahead, the ovall LSM sector may berfit
fuher,

3.Group-wise performan:e of Large Scale Manufzturing

Nre than half of the sub-zroups within Large Sca: Manucturine (LSM) =picted improvement fam
tk previous year, with ndustries producing casumennd inermedie goods being the min
beeficiaries. The main contributors to LSM growh wer Autormbiles, llowed by Tyres & Tues,
Lether Products, Electronics, Fertilizers, Non-Ntallic 1ineral: Prods, Pharmaceuticals, nd
Erineering Products.

Piduction of automobiles increased by 31.6 %. \ithin t: group a maj: increase was seen in he
piduction of motorcycles (58.2%), jeeps & cars (7%), trtors (2'%), bws and trucks (16.2%). he
inease of 29.5% in rubber products was due to inczase inroductbn of mtor tyres and tubes at 2 %
ar 50% respectively. The production of electroic iter increaed by 3%. Major items showng
inease in output under ths head included air condioner$9%), d:ep freers (36%) and refrigeratrs
(1%). Engineering products witnessed an increas in outt of 6%. Majcitems showing increascin
priuction include sugarcane machines, wheat threhers ai produdion of esel engines.

Hwever, a few important groups of large scale maufactuig havedepicte a negative growth rateor
Ju to March. This group includes steel products-26.9% petrolum priucts {-5.9%), followeday
siar (-3.5%), paper & paper board (-2.9%), textiles 0.5%) d chenicals {-29%).

Cagorization of Groups inmanufacturing sector

X ] . L . R Fig-3.25M grovth ratelnnual basis)
byoint contribution indicates highest increase

ofi.3 percentage points by the Automobile 20 188

grip to the overall increase in manufacturing 15 4 S

seor, followed by FElestronics group {0.6 10 ,_\9'_2 8.8 .

peent), and Lleather rroducts group (0.5 1 A

peentage point). The highest negative trend in /

ten of point contribution has been seen in food 0 o ' ' \32 / '

grip -0.5 percent point textile group -0.4 -3 4 - \/

peent point and petroteum group -0.3 percent ;—10 - T

pat. | 4-05 2015-06 2G-07 2007-08 2008-09 200:10
f (dul-1ar}

Anng the major factors behind the negative Source : FBS

grath rate iniron and stez] products were, the
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impact of the financial crunch in eakistan Steel Miils (PSM) asa result of huge losses it incurred last year.
As a result, PSM has not been able t0 arrange import of basic raw materials, iron ofes and coal, as per its
ment. The Epod, Beverage and Tobacco group was severely hit hy low production of beverages, 3
the country, which led to lower production of sugar. Production of

g the current financial year.

require
smatler sugarcane harvest in
cigarettes also declined substantialty durin

The production activity of petroleum was negatively offacted by the circular debt issue. Strained
cashflow constrained the full operation of refineries, with a decline in the volume of import of crude oil.
As a result, refined netroleum products Were jimported to fulfill domestic requirements.

of LSM for the month of

_.——-—-—‘-—-. 2 .
Table 3.3: Group wise growth and point contribution rate
jul-Mar 20093-10 vs July-Mar 2008-09

o point Coniribution

R

5.No. !: Groups % Change) u

_uly-March July-March

% e ,_200 | 200910
-0.47

AL tie & Apparel _ L
5 Food, Beverage BTOD2CCE e
3 petroeum Growp______
WL pharmaceutieal oo
5 on-Metaliic Minerals Products
g | putomebile L
,7__4... " .. e T -
8 e e T
L S
10 Lcather Produdls )

11| paper & Paperboard
1 engineering Pro uets ©

ource ; Federal Buread of Statistics

o ewwe R

e ———

of production of selected items of large scale manufacturing during the current

jtem wise review
July-March) over the same period of last year is shown in Tahle 3.4.
e

gnancial year of 20609-10 (
Tabie-3.4: Froduction of selected items of Latge Scale Manufactuting
a E E : (suly-March) : % Change : % Point
P A : Contribution

e [Jul-Mar)
| (pul-Mar) 2009-10

. 2009-10 | 2009-10

2008-09

2 espaers o iMos)_ | 253%
3 frigerators ! (OOOtonnes} |
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Tile-3.4: Production of selected items of Large Scale Mnufacting

(iy-Marci) Change | % Point
1 ul-Mar] ¢ Contributio
So. Items Unit Weijght 20083 | 2009-10 | .009-10 | (Jul-Mar) 200510
2 |Cotton Cloth (Milion sq.m. | 7.549 7608 @ 76.95 | 0.14 0.01
3 VegetableGhee | (00O tonnes) | 4.242 7983 | 776493 | 249 | 011
4 [Cotton Yarn (MilionKg)  13.066 219765 | 219.17 | 176 : 023
. 5 iSugar (000tonnes) | 415 3188.4 ; 307.866 | -3.47 | 014
6 |Tea Blended (000 tonnes) | 0.319  50.1i | 48328 3. 10 o1
7_IPetroleum products_| (Milion Liters) | 5.323 93357 . w31
- 8 ICigarettes (Billion Nos.) | 3.055  556: | o034
: 9 |Coke (000 tonnes) | 1.441 3297 | 263361 | 2013 | -0.29
i 0 lIpigiron - (000 tonnes) | 1.613 640.8 | 388668 | -39.36 | 063

Soue: Federal Bureau of Statitics

Tt major contribution to overall LSM growth for he yeanas cone fronthe automobile sector 3.9
pcentage point), cement (0.5 percentage point) sith felizer, citton ad leather each contribu ng
0 percentage point to th2 overall increase in maufactuig. Thecontrittion of the following itens
w; significantly negative: pig iron, cotton yarn, carette sugar, /egetak ghee, tea and petroluam
piducts during the course of year.

3.Textile industry

rd

Pistan is the world’s 4" targest producer and 3™ irgest msume: of cotin, The Textie and Cloting
i lrustry has been the main driver of the econom for thlast 50years i terms of foreign currecy
! enings and jobs creation. The Textile and Clothingndustrwill cortinue the an important engineor
| fure growth of the economy; there is no alternatiz indusy or sewice seor that has the potentic to
beefit the economy with foreign currency earnigs antew joi creatn, especially if synerg is
dreloped amongst different sub-sectors and effo:s are ade to aggressely grow the Ready-Mde
Clhing Sector. Pakistan’s Textile Industry had proz=d its «ength iy globanarket during the last tui
deades. It has proved its strength even in post quta eray not ¢nly susining its position but, 5o
shwing growth during 2005 to 2007, but declined t $11.1 llion in2008 d= to financial and econoiic
mt-down globally. The Garment Sector & especilly thenit Gament Stor need special focu in
fuire policies.

Tde 3.5: Export of Textile and Clothing (Us $ millions)

1990 | 2000 204 | 2005 | 20 2007 200
wid Textile 104,354 | 157,295 | 19541 @ 02,657 | 22057 | 240,364 | 250,

. ~Wild Clothing 108,129 | 197,722 345,830 | 361,88
i Tal 212,483 | 355,017 i 586,194 | 613,06
! _Pastan Textile 2.663 4,532 i 7371 | 718
- _Pestan Clothing 1.014 2,144 { 3806 | 390
Tol 3677 6676 | 951 10691 - 16 | 11,177 | 11,00

. %3¢ of World Trade 173% 1.88% 2.0% . 2.23% | 214 191% | 181

Source: Ministry of Tesile




———f

Economic Survey 2008-10

Global developments:

The Textile & Clothing trade has increased, from Us$ 212 Billion in 1990 to USS 612.1 Billion in 2008.
The clothing trade is growing at a faster rate. Pakistan exported textiles worth $7.19 Billion and clothing
worth $3.9 Billion In 2008. The yeal 2009 was dismal period. The industry was confronted with problems
of multiple natures. The global economic crisis in Oct. 2007 had impacted the trade badly. weaker
demand in the developed economies fimited the expansion of global trade. The 12% drop in the volume
of world trade in 2009 was larger than most economists had predicted. world trade and gutput are
currently in a recovery phase. The WTO Secretariat estimates that in year 2010 world exports in volume
terms will grow by g.5%, developed economies’ exports will expand 7.5% and the rest of the world
(developing economies plus the Commonwealth of independent states) will advance 11%. The decline in
exports of all manufactured goods including Textile & Clothing is visible in the quarterly data.

Table 3.6 Quarterly growth in world trade in manufactures by product, 2008 Q1 - 2009 A3

(Y-o-Y percentage change in current us dallars)

) [ 0 ‘ 3 gqa | 20 2 |
— 2008Qt | 20 3Qz | 2008Q 2008 Q ozq1_| 2009Q2 | 2009 Q3
“Manufactures (Af)__ 57 | 186 | 132 4 A% 276 | 298 L 2>
Toles 103 | 391W_MELPELL#}£§M‘ a3
Clothing l 103 iR R o4 1 -155 1 21

Source: World Trade Organization

-

Us imports of textiles and clothing fell for the second year in succession in 2009, by 7.5% to 46.6 billicn
square meters equivaient (sme), foliowing a 5.2% drop in 2008—which was the first decline since 2001.
Wwithin the 2009 total, fabric imports fell by 5.4%, imports of apparel by 5.1%, imports of made-up
textiles by 8.5% and yarn imports by 18.4%. Of these four categories, apparel continued to account for
the highest share of total imports. The average price of US textile and clothing imports fell for the first
time in three years iri 2009, 1o a new low ¢f US$1.74 per sme.

The period of heavy investment boom in most Textile Industry segments between 2003 and 2007 came
to an abrupt end in 2008. This investment boom untit 2007 was due to the phase out of traditional
quota regime under WTQ — pgreement on Textile and clothing and China’s integration into WTO
spructures. Global yarn and fabric productions were continuously falling since the second guarter of
2008. While one was expecting stablalization in production and hoping for a slight increase, the strong
rebound in yarn and fabric production in almost all the regions came as a real surprise. The reasons for
this strong rebound are highef production in Asia and South America, driven by @ farge ¢emand from
Europe and China and Brazil. Today the hig question is whether the recent recovery in Textile Industry
will continue? One can pe pragmatic 1O identify the positive moves in Textile: Trade. Firstly the
production of yarn and fabric are constantly on rise in Asia (China, Pakistan and india) as well as in South
america. This positive trend is supported by globai exports of clothing. After having fallen from more
than $30 bitlion per month to only around $20 bilfion in May 2009, an upswing of global clothing export
of approximately 20 percent 10 almost $25 hillion was recorded in June 2009. Despite challenges, there
are fundamental aspects that promise a bright future fof the textile industry in general.

Domestic Overview: -

internatty the increase in cost of utilities, (Power, Gas, Transport, and petrol) has impacted viability. The
power & gas Oulages have further deteriorated capacity utilization. The shortage of cotton crop in China
increased the prices of cotton. The increased demand of yarn export created probiem of yarn availability
in the local market. The increase of cotton yarn and cotton yarn prices for exporters of Garments,

A4

_____.___
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Krwear, Home Textile and made-up sectors to unable le! aggrarated t2 production and expor of
yar products. To stay in th2 market industry is makng distss etfots. Close, low capacity utilizatin,
loes are heated topics of the day. Resultantly the roductn and export p-formance of Textite secor
hzshown a mixed trend.

Bause of a global shortagz in availability of cotto. targeldue toy shost®l in Chinese crop, whic is
thbiggest producer and consumer of cotton in tk worlithe foeign daand fer Pakistan’s cotan
ya has risen exceptionally. Chinese, in particular, hve praved hue quaiities of yarn from Pakistn,
ewvi though they are the fiercest competitor of Paistan irme word mark.. In the first six month of
thcurrent fiscal year Jut-Dec. 2009, the export of:iotton irn recerded aincrear  of 50%. Spinrng
inistry makes the basic raw material for the down:ream ilustry. "he exieng capacity in the spining
seor is more than local demand, and hence modeate quitities ¢ yarn a exporied each year. Wih
exssive exparts during the year, the downstrear induss startad facinsevere shortages of yen.
Cesequently, the downstream industry began to ose dov. In Jatuary, 210 Govearnment imposd a
gita of S0 mitlion kg per month for export of yarnDuringinuary 1010, Smiflion kg was exportecas
agropriate measures to give effect to quota were nt put inlace ir time. e availability of yarn inhe
lod market remained scart and prices kept rising The ansty anc pain sfered by the focal indutry
innsified, as exports of velue added textiles wereieclinirat alarning ras {Deciease in: Cloth 1%
krwear 8% and garments 8%). Accordingly, the riota w reducd to 3imillion kg per month utiy
efct from 1% March, 201).Since the reduction irquota,cal avdiabilitpas improved. Textiles re
eorted in the form of Yarn, Tabric, Readymad Garmits, anl Bed 'ear & Made Ups. Exprt
pdormance for the pericd 2008-09 (Jul-Mar} to 209-10 (J-Mar) iccompad intaocle 3.7

Tiie 3.7: Export performance of Textile Industry

E I Guantity Quly-Mar} | alue (uly-Mar)

. 5 ‘ it I i 4Ch Value -
5 L'tem , it L 2008-09 © 2009-10 Change  Value = ., 00 | 2009-10 welhare
1 RawCotton & M 1 72,636 157,862 117.47 5 Millic A93037 o 1al
2 |Cotonyarn 1 AT i 37eser | 500130 , 3L7S  SMilhe 83 Leir2a3 T 2E3
3 |Cotton Cloth VASGN | 14969877 | 1,256944 | 1603 _ $Millin | 151645 ;1307083 . -13¢
3 ¢ . ) hh ! . < :

Cotton Cardedor |y 14,374 | 8628 | -3997  SMilln 1662 9.017 ER:
.. [Combed o o ! [T T N FURTU B
5 |var other Cotton MT 7,140 13,203 | L1842 37,149 102.¢
ojyam . O S S S S FO RS
6 |Knitwear | THDO. 81,724 174711 ;13843 | 1290315 1 ;1.-53...
7 IBed Wear MT | 238526 | 243,099, o | 12821 | 1757363 14
8 [Towes o U YEsges | ess swin TR T

AR 05 i : i i
9 |Tents, Canvs & MT | . 17088 ' 061 srwum P41 agsLao 2.8
. |Tarulin , S S S A S S
i ; ! ;

1C |Readymade TH.DOT | 42,129 20336 810 &Ml | 91383 953.114 4.2
odsarments 0 T 1 R I 1 " I - . e

4 i ! £ ! |
11 jAr, stk & DS | 222,545 336,337 51.13 $wm P19)24 | as1a L5
. |Synth.Textite I L e S U RN A
1 MadeupArtcios | - 0 Lo 0 smilke 3003 | 3038680 ez
'Y a | . o
i [Other Textlle - o | 0 P $ Mifior 16258 ‘ 211.225

Materials b T L% P P T T R

Sou rea: Federal Bureat Sta

Adepicted in table 3.5, the import of textile maninery s beenshawir decreasing trend in a ow
ste 2004-05. During the period under review, themport® textile machirry witressed a growth ate
ol4.2 percent against the satiie period of fast yeat
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Table 3.8: import of Textile Machinery i {$ million}
: . ; July-March LI

vear | 2004-05 ¢ 2005-06 | 200607 3007-08 | 2008-09 P B P 9% Change
S PR B IR SRS L, | 2009-10 | .
T on86 1 81724 . 50289 i 438.27 2120 | 21 195.4 | 14.2

3.2-1 Ancillary Textile Industry:

This topic includes cotton spinning, cotton cloth, cotton yarn, cofton fabric, fabric processing, home
textiles, towels, hosiery and knitwear and readymade garments. These components are being produced
both in the large scale organized sector as well as in unorganized cottage / small & medium units. The
performance of these various ancillary textile industries is evaluated below.

i} Cotton Spinning Sector.

The Spinning Sector is the most important segment in the hierarchy of textile production. AL
present, it is comprised of 521 textile units (50 composite units and 471 spinning units) with
10.1 Million spindles and 114 thousand rotors in operation with capacity utilization of 89
percent and 60 percent respectively, during July — March, 2008-09.

ii) Cloth Sector

The pattern of Cloth production is different than spinning sector. There are three different sub-
sectors in weaving viz, Integrated, independent Weaving Units, and Power Loom Units. There is
investment in the shuttle-less \goms both In integrated and independent weaving sector. This
trend is likely to intensify in the country. The Power Locm Sector have modernized and
registered 3 p‘nenomena% growth over the last two decades. The growih of power foom sector is
due to fayorable Government policies as well as market forces. This sector is producing
comparative'ly low value added Grey Cloth of mostly inferior quality. prohlems of the power
loom sector revolve mainly around the poor tec‘nno\ogy, scarcity of guality yam and lack of
institutional financing for its development from unorganized sector to an organized one. The
production of cloth sector has shown in following table.

-

Table 3.9 Sector-wise production -
Produg}'@ﬂMﬁqﬁgfsﬂ:)ﬁ_,,u_Mj hy (uly-viar) 2009-2010 | % Aee Change

Wil Sector T 763383 T 762a20 o1
“Non Mill sector__ T 5895454 T seseds o
Total 6658.837 1 ; -0.15

T T6648.813
source: Ministry of Textile

iii) Textile Made-Up Sector

This is the most dynamic segment of Textile Industry. The major proauct groups are Towels,
Tents & Canvas, Cotton Bags, Bed-Wear, and Hosiery g Knitwear & Readymade Garments
including Fashion Apparels. Table 3.4 compares export performanceé of made-up sector during
the period July-march 2008-2009 and 2009-2010. "

a) Hosiery industry

There are about 172,000 Knitting Machines spread all over the country. The Capacity gtilization is
approx 70%. There is greater relianc2 on the development of this industry as there is substantial
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value addition in the form of knitwear. Beside focallnanufatured achinery, liberal impor of
machinery under different modes is also beingmaded the zapacit based on exports is bing
developed.

b) Readyrmade Garment industry

The Garment industry provides highest value adition iTextile sector. 1e Industry is distribute in
small, medium and large scale units most of tem havg 50 nachineand below, large unitsire
now coming up in the crganized sector of the ifustiy.1e indutry enj/s the facilities of duty «e
import of machinery and Income Tax exempbn. Thisector has treendous potential. Expris
remained under pressure. The export performace of ladymale Garrnts has veen compare in
tahle 3.4,

¢) Towel Industry

There are about 7500 Towel Looms in the coutry inith orginized «d unorganized sector. s
Industry is dominantly export based and its grotih hasl the tine depeded on export outlets. b
existing towels manuficturing factories are rquired> be g:ared  to produce higher veuz

towels.

d) Canvas

This is the highesl raw cotton consuming secte. The pduction capacy is mere than 100 milon
Sg. Meters, This value-added sector has also grat potaial for2xport.he 60% of its productici is
exported while 40% i consumed locally by rmed rces, lood Deartment. Pakistan is ic
cheapest source of supply of Tents and Canvasihe Bxrt perormanc of Tent & Canvas Induiry
has been depicted in table 2.4,

iv} Synthetic Fiber Manufacturing Sector

This sector has made progress in line withlemanof the “extile dustry. Presently therewe
Five {5) Polyester Fiber Units with producon Capily of €40000 yns per annum; onc acslic
fiber unit (M/s. Dewan Salman} has startedits camercial sroducin in Dacember 1999, it
rated capacity of 25,600 Tons per annura, esidesiport o Mi.Muarn, Fibars is permissitl 1o
supplement the local production.

v) Filament Yarn Manufacturing Industry

Tha Synthetic filament yarn manufacturingindust pickedup moentum during 5% Five war
Plan when demanti raised and hence imprts incased axd prive sector was permitte io

make feasible investment in the rising rarket :nditiors. Tod: following three kind of

filament yarn are manutactured tocaily:-

Tile 3.10: Capacity of Synthatic Filament Yarn

“Typeofyarsm i mefuni i oductionCapacity
i AcetaeRayonYarn .1 1. 3000(v.Tonnes)
| Polyester Fl!ament_‘_(zrn L A 15376 (. Tonnes)

i NylonFitamentYarm i 3 . 2000( Tonnes)

Total | 0,000 (M.Tonnes)

Source: Ministry of Texte

Manufactung
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The polyester filament yarn manufacturing activity has slowed down and currently a large scale
imports from China has compelled focat ., dustry to Jose down and only 6 units with operational
capacity of 55851 M. Tons supply polyester filament yarn. The local production filament fabrics
is not picking up as their exports sales are not feasible and local market is heavily flooded with
smuggled goods. The production of Polyester Filament Yarn is approx. §0,337 Tons per annum
and imports during the period July — March 2010 is 116,964 M. Tons as against 89,362 M. Tons
during July — March 2009. Government in the last year reduced in duty on filamentyarn. while it
was helpful to the Synthetic Weaving Units, its impact on the Filament industry is avident in the
form of closure of 15 units. Recently Hosiery sector has started consuming synthetic yams for
export of Knitted Garments which are both value added as well as diversification in product.

vi) Art Silk and Synthetic Weaving Industry

Art Silk and Synthetic Weaving Industry has developed over the time on cottage based Power
Looms Units comprising of 08-10 looms spread all over the country. There are approximately
50,000 looms in operation of which 30,000 looms aré working on plended yarn and 60,000
looms on filament — yarn. Besides, there are some maobile looms which become operational on
market demand. The major concentration is in Karachi — Faisalabad, Gujranwala, jalalpur Jattan
as well as in the un-settled area (Bara —Sawat - Khyber Agency and Wazirstan}.

vil) Woolen Industry

The main products manufactured by the woolen Industry are Woolen Yarn of 6.864 m.kgs,
Acrylic yarn 6.960 M.KES, Fabrics 3,445 (M,sq.meter), shawls 13.353 Miliion, Blanket 657,235,
and Carpet 3.5 (M.Sq.meter) and exports of carpet during the period july to Feb- 08 is as
under::-

viii) Jute Industry

The main products manufactured by jute industries are jute sakes and hessian cloth, which are
used for packing and handiing of wheat, rice and food grains. The production of jute goods for
the period of Jul-Mar, 2008-05 and jul-Mar, 2009-10 was 92,666 metric tones and 98,753 metric
tones respectively, depicting an increase of 6.6 percent.

3.3 Other industries

Although, Pakistan ic a large exporter of cotton and textile related products in the world market,
However, this is not only part of manufacturing in the country which is growing. During the last couple
of years Pakistan has made huge strides in other industries as well. Some of these are documented
below:

3,3-1 Engineering Development Board

Engineering Development Board (EDB) over the years has worked as a bridge between the Government
and Engineering Sector of the country through consultative process which involves interaction with
several private sector stakehoiders/organlzation through formulation of committees headed by private
sector representatives. During the current financial year, Engineering Development Board has initiated
the following policy measures.

+ To narrow the widening demand/supply gap in steel sector, utitization of indigenous Taw
materials-iron ore & coal, Up gradation of steel sector technology & Quality, enhance energy
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conservation tecinigues and to enhan2 per ipita seel couumption, tDB has drfted
submitted to the MOI&P a Steel Policy aniwas fo:.onsideation.

+ FEDB has prepared an Electronic Policy ad subrted to the Mi&P wilh the objectivesthat
Electronics Indusiry of Pakistan shall spply k prodicts wi own brands in consmei
electronics and industrial automation caturingiajor slare of ie home market whic will
provide the base "or entering exports

+ Chemical Industry vision was initiated to ave o techndogicalnd eng neering capabily in
order to make cwelf reliant by progressely reicing iepenmce on foreign enginering
corporations at present involved in the coimercization of cherral and inc 1strial projecs.

+ A strategy for Ele:tric Capital Goods has ben wozd out vith W2DA to prepare iocal inastry
to meet their damand for electric capal gois like small tdel turbines, Transfoners,
Switchgears, towars etc. for the next 5 =ars. Irhe firs phasedemand of electrical cpital
goods in the five vears period 2010-2014 as alrewy been rorkeout.

In order to enharce core competence of 1e engiering irdustry f Pakistan, EDB as a Buwiuss
Support Organizetion (BSO) is providingsenior dlunteer Expes from varicus interna il
organizations’

.3-2 Autemotive Industries

fter recording massive downturn last year thendustrnas pu to sor recovery in all tha sctor:
xcept light commercial vehicles (LCVs), where azll perds, comng to 1.4% for July-March peric ar
e current year. Even so, the extent of recovry in ner thin LCV, ectors has been modacl i
smparison with the fall hat has ripped through e indury last rear. Awvould appear from the b
.3 some growth in passenger cars and trucss ad busehas talen plar but that is not cxpectdd
arpass the highest ever figures. Comparing with1e hight ever igures (2007-C8 the said recovry @
ffect represents 30% downturn this year compazd to 46 last year. Mewhile, the industry live v
fith the projections stated in the five year Ato-indtry Deselopmit Program, commencd i
ecember 2007, undertcok huge expansion progams bmakingsubstaial investment. Howeve «i:
ump that overtaken last year is not abating at tht expa ion wo:ld contue to Le idle.

he persistent fall in LCVs/jeeps is due to their 2nsitiv: to the failing urchasing power, rise 1 e
rice of diesel, exchange rate losses and the escalting opating osts.

able:3.11: Production of Automotive lndustries

No of Lnlts Prcuced
ategory Installed ,_.______ T T 0809 | 2009-10 | % Age
_A Capadty | 2007 °8, 20"8_9  (ukMar) | pubMar) | chang
ars - 275,000 | 164,710 843 | 53,273 86613 | 369°
Cvs/leeps 40,000 | 22,944 170 14,366 | 12294 | -14.4
uses 5000 | 1,146 66 |, A08 | 474 1629
Trucks ' “agso0 | 4903 34 12369 2528 16.2°
r?.Et,E?.EE.A T | 65 000 ' 53, 256 _ 59 9 -j. . “ 661 - 52878 26 9°
wo/Three Wheelers | 1,800,000 | “esy1se  e1Lo | 159335 ¢ 53£797 | 488

SourceakistarAutomeve Manufacturers Associoon

H

fter a moderate fall last year, the two/three vieeler ctor ofthe incstry revived with subsantial
rowth of 48.8% during the current fiscal year.
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Unlike other automotives the Farm Tractors has been unyielding 10 prevailing economic crises and are

registering persistent growth for the last three y=ars. There is similar outlook for the current year with

projected asrowth of 16%. Farm Tractor < indeed a different automotive but its resilience is essentially

* pmanate from high degree of localization and bringing out 2 product in the market competitive in terms
of both quatity and price.

There has not been good enough recovery particu|ar1y in passenger cars, jeeps, buses and tracks. The
persistent high inflation has negatively affected the purchasing power, there has been an iravitable
increase in the vehicle costs due t© host of reasons the chief heing massive currency depreciation. A
general cost increase combined with increased cost of financing has taken away the affordability, as the
consumer is more engaged to meet the other demand inelastic needs.

The pote ntial demand for vehicles in the economy maintains a worthwhile promise for the industry and
the siow down may not be long lasting. However, the recovery in automotives would correspond to the
macroeconomic stability and consequent recovery in other sectors.

Fertilizer Industry:

Domestic fertilizer industry witnessed positive trend in production during the year under review. The
production in nutrient terms increased from 2906 thousand tonnes during 2008-09 to 3024 thousand
tonnes during 5009-10 showing an increase of 4.1 per cent. Nitrogen production was 2611 thousand
tonnes during 2009-10 and recorded an increase of 3.2 per cent {86.3 per cent in total nutrient
production), phosphate 403 thousand tonnes (13.3 per cent share in total nutrient production), which
increased by 10.7 per cent. Potash blends production was bout 10 thousand tonnes and was almaost
sanie as in orevious year (0.3 per cent share in total nutrient production).

The subsidy on phosphatic and potassic fertilizers was eliminated on 31°' December 2008. However,
from lanuary, 2010, the Government of pakistan (GOP) initiated a new scheme of subsidy amounting to
Rs. 500 per big of 50 kg for potassic fertilizers only. For 2009-10, the subsidy on potassic fertitizers has
haen estimated as ps. 0.5 biltion. Along with this, the subsidy on imported Urea by picking the difference
over its locat price (for price stabilization purpose) continued for 5006-10. On flip side, imported Urea
has cost the GoP in 2009-10 at least Rs. 1400 per bag, white, the total subsidy on imported Urea is
estimated as about ps. 14 killion for 2009-10. In addition to this, the Government is also providing an
indirect subsidy to fartilizer manufacturers by sefling feedstock gas {80% of the raw material cost} at
approximately 50 per cent lower rates as compared to the price for commercial users.

piarned capacity additions

+ A new fertilizer manufacturing plant at sadigabad, Distt. pahim Yar Khan, with a capacity of
producing 400 thousand tonnes of urea, 450 thousand tonnes of CAN, 400 thousand tonnes of
NP and 300 thousand tonnes of NPK, is expected 10 start production in the current year. itisa

project of Fatima Fertilizer Cornpany, owner of Pak Arab Fertiliser.

+ Engro Chemical is installing a new urea plant with an annual capacity of 1300 thousand tonnes.
Gas has already been aitocated for the plant. The plant is expected to be operational by
September 2010. This will reduce fertilizer imports into the country.

» Suraj Fertilizer Industries has set up a new plant of SSP (18 per cen*) at Harappa (Sahiwal) with -
production capacity of 150 thousand tonnes annually.

>

+ I addition, few companies have started production of SSP (14 per cent) at small ccale level and
their totat annual producticn capacity is around 20 thousand tonnes. '
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3-3 Cement Industry

Cnent industry played a vital role in the up trend:)f manacturin; sectoduring the current finariai
yer of 2009-10. Main contributors to this high growth in caent incustry wre domestic demand arf a |
sbng export demand from the neighboring countes. Prently Padstan’sament is being exporte. to ‘
Ahanistan, India, Africa, end Middie East. Export fceme is exenpted bm the Sales Tax {16%) nd
feeral Excise Duty (FED).Cement export of Pakista (Quaity & Vilue) si:e 2006-07 tiil 2009-10wil-
Ivr) are given in Table 3.11.

Tide 3.12: Cement Export of Pakistan

. Yir Exports Value N
o {Miliion Tonnes uUss _
216-07 3.2 185 milion
2(7-08 ' 7.7 450 milion i
28-09 8.9 534 milion '
2(9-10 (Jul-Mar;} 6.7 356 million

Sowrce: Mirtry of Industry & Productio‘:_‘

Dnestic demand of cement has increased duringthe peaxd undar revie due to reduction i =0l
dnent prices, reduction in ather building materiaiyrices «d redustion of:deral excise duty (FED on
coent in the last budget ¢f 2009-10.

Tile 3.13: Demand/Supply/Production of Cement {Mitlion {ones)

j tralled Capacity 44
: Nof Units T 29
Lal Demand (2008-09) 1.4
" Pduction during 2009-10 (Jul-Mar) 228
. Caacity Utilization (2009-10){J 1-Mar) 51.8%

Swirce: Mistry of Irdustry & Productio _

| Szar industry

Tere are 82 functional suzar mills in the country ut of nich 45are in unjab, 32 in Sindh and in
Krber Pakiitonkhwa. The total sugar production opacity 6.8 milion to; in a season and abou six
hdred thousand {600,000) tens per day. Capaity utied is €0-70% epending upon sugarcne
prduction.

Irhe current crushing seasen 2009-10 a total quarity of I milliot tons nv sugar has been produsd
irhe country nearly achieving the target estimatd prodtion lewel of 3.million tons. However, s
awal consumpticn is 4.2 million tons thus the biance ¢1.1 milion toris beinz imported to et
tt gap (Table 3.14).

Tile 3.14 Sugar preduction as anticipated

Area croppedby Sugarcane ) Star o
- . Jgar Praction . R
Yir sugarcane Production milliomnes) Consnption Surplus/Shortili
_ {000Hectare;) {Million Tones) ' (millic Tones) .
217-08 1241 63 4, 2 05 .
‘ 2i8-09 1029 50 3. 2 1o
} ; 219-10 943 49.3 3. 2 -1,1

Source : Sugoreane Commissioner, Ministry f food &yricultur & Miniry of Industries and Productr _




————7

_____—-*——____———,

Economic Jnevey 2009-10
keoromi -

gadlia #____r_,_-;—-r_______.ﬂ———f—__r__,_—;

pakistan steel

1he unprauedented economic melt down which started in the year 2008, caused crash of steel products
market world over in terms of both price wise and quantity wise and consequently production of steel
industry worid over has guffered very padly during the year 2008-09 which was continuing during the
year 2009-10 also. pakistan being an importer of basic raw materials, has also suffered due to this crisis.
Due to financial crunch as 3 result of huge loss of Rs. 26.5 pillion suffered by Pakistan Steel in the year
2008-09, pakistan Steel has not been able to arrange import of basic raw materials, iron ores and coal,
as per its requirement. Despite best afforts, Pakistan steel production during July, 2009 to February,
2010, has remained at 43 percent capacity utilization. However, financial loss during the year 2009-10 is
expected to he much lower than the loss cuffered in the year 2008-09.

Fugure Plan:-

> The domestic consumpticn of steel products is presently around 5-6 mtpy. Expansion in the
progucticn capacity of pakistan Steel 10 3.0 mtpy or above is, therefore, @ viable proposal.

+ Pahistan steal is considering execution of its expansion plan in two stages which will be
completed in next 03 to 05 years.

4 pakistan Steet has started an indigenization program 1o replace costly imported iron ore by
jocally available material and it is expected that 2,50,000 metric tones (MTN) iron ore (local) will
he arranged for its utilization at Pakistan Sieel this year which will be enhanced {0 500,000 MTN

within next three years.

2 4 Mining and Quarrying

pakistan Na:s & widely varied geoiogica% frame work, ranging from pre»Cambrian to the Presént that
incluges @ number ¢f ZCNES hosting saveral metailic minerals, industrial minerals, precious and semi-
precious stones. Despite of these, the mining and ouarrying sector gepicted a dismal growth of negative
3.3 percent during the first nine months of on going fiscal year. Most of principal minerals witnessed
epative growth rate during the period under review. The growth of coa! declined by (18.5 %! followad

y crude oft (6.7 %), dolomite {69.6 %), magnesite {94.7 %), rock salt (1.3 %) sulphur {6.6%) and baryte
[26.1 %} respectively.

o 3

However, pacural gas and chromite posted positive growth rate of (1.3%) and {32.1 %) respectively
during the current financial year (5ee€ Tabte 3.15).

__Tabie 3:1__13%& action of principal nMinerals

! i ! -March
| Untofquantity 200708 AL T

[ IS b I -
Chailiions TONNES

e —
MinBarrels ...

“Chromite | Q00TONMES e
Dolomite 1 000 Tonnes .. LT -
Gypsur | 000TODRSE e Ues0 b
“Uimesione " pailiion Tor 31|
Magnesite 00 Tonnes i LR -
Roch st L 0,95Jiéé.iﬂ.éléffif'_'ﬁ ) |
sdpanr 1 UROTONNER e L ss
. 000 icnnes _ B 50 !

ource: Federoi Bureal of Statistics
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5 Mineral Production in Balochistan

slochistan, the largest province of Pakistan, covring arrea of }47,19Cq.km, 43% of the totalirea,
jjoys a unique strategic position. Balochistan isesourcrich povince aving substantial depods of
etallic and non-metallic minerals.

Balochistan, the mining activities are primary carrit out by the fvate sector and mine and
Jineral development degartment.

svenue recipients

thancement of the mineral activity has not onlyrovidesocio-ezonomiuplift of the remote aras of
e province, creation of job opportunities fo the lal, as wvell asncrease in the revene to
overnment exchequer. :Rent & royalty). This Diectorathas colected rsenues on account of rnt &
waity since 2004-05 to March2010 are as given klow:-

ible 3.16: Detail of Revenue Recipients

5.No. . Period , Rrenue Receipts
1. . 2004-05 20872
2. ' 2005-06 ) 252.76 )
3. 2006-07 380.928 -
4. 3 2007-08 537 69
2 N 2008-09 524.57 -
6. JHy2009 to mvarch 2010 435 .156

Source: Mines: Minerdeveloyment dartment Govt. of Balochisin

Jture Plans

1. Alocation/pravision of more funds foinfrastcture d2velopent.
2. Accelerated Exploration activities of Mnerals2sources of therovince.
3. Establishment of Mineral based indusy with provin:e like:
i) Cement Factories.
i) Value addition Plants/Ferro Chrore Plant
i) Mini Steel Mill at Chagai and Dilbad lrorre depsits.
iv) Establishment of Coal based Powe Plant:
4. Iriplementaton of Minerals Sector Deyelopmit Progamme ith the assistance of Weld
Bank.

.6 Small and Medium Enterprise Developmentiuthors (SMELA})

MEs are considered as one of the most impctant oving foces beind economic developient,
mployment generation and poverty reduction3MEs jntly contributapproximately 30% to35DP;

mploy 80% of the non-zgricultural labour force,15% toxtal exjorts an35% to manufacturing-atue
ddition. '

1 2009-10, SMEDA worked on a series of deronstrayn projcts/CF; in major SME clustes for
roductivity and competitiveness enhancement ¢ SME stor. Asmany a20 projects amounting o Rs.
,215 million have been approved by the Goveimert r implementasn by SMEDA. These irlude
rojects in sports, agro based industry, leather, coundnglass poductsind light engineering sctors
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besides business and display facilities for SMEs such as Gujranwala Business Centre, Sports Industry
Development Center and Women Business Incuuation Ceners. some of these projects were envisaged
in the SME Policy 2007 implementation plan, such as the SME subcontracting exchange and Policy &
Project |mp|ementat‘|on, Monitoring & Evaluation Unit (PPIMEU). PPIMEU has been established in
SMEDA head office to oversee the imp\ementation of demonstration projects and Common Facility
Centres (CFC) being implemented by SMEDA through the public Sector Development Programme
(PSDP).

To facilitate women entrepreneurs, Women Busingss incubation Centre (WBIC), Lahore was established
in 2007. After the success of WBIC Lahore, simifar projects have also been approved for implementation
in Peshawar, Quetia and Karachi. These centers will provide rental space for offices, exhibition/display
facilities and business development setvices including training to women entrepreneurs, all under one
roof.

Access to finance has been a long standing problem faced by SMEs in Pakistan. To facilitate SMEs in this
regard, SME policy 2007 envisaged creation of a venture capital fund and credit guarantee scheme in its
imp|ementation plan. A credit guarantee scheme and venture capital fund were later announced by the
Government in Federal Budget 2009-10. State bank of Pakistan is steering the process of establishing
these twoO initiatives.
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Agait a backdrop of the most severe global Table «: Stimuus Pack:es (est.) ”

ecormic and financial crises in the last 70 years, Count; 3D (Billions)
fisczpolicy has made a strong comeback around China cg53
the vorld as an instrument of counter-cyclical Germs 1 805
poli. A dramatic expansion of government and India 384

cent! bark balance sheets 1as taken piace in the Japan - 297.5
sftenath of the global financial crisis, as Unitedngdom 292
govnments were forced o recapitalize banks, Unitectates 787 -
takover a large part of the cebts of failing financial Source: UNDP, March 20%

institions and introduce large stimulus programs to 2vive ti econony (Tabk 4.1).

As result, over the past three years public debt hs grow sharpd in cottries, even where it hal
rerrined relatively low before the crisis (Table 4.2), bcause any gorernme:s riot only had to bail or
aitir banks, but also pay fcr rising unemploymentenefitin addiion to roviding stimulus te th
ecoomy. According to the HMF, public debt in avanceccononies is pected to grow furthe,
hecise empioyment and zrowth are unlikely toreturno thei pre-cis leveis. Conseguent,
emoyment and other benzfits will need to be pid for veral years. Sengthening the negativ
feerack loop, a worsening of public debt sustainbility ald be transmed back to the bankir
Sysm.

in = case of Pakistan, a low, and declining, Tax-tc "y3Kh1.2: Gereral Gornment Pebt

GDratio, and an elevated - and rising — public deb (Gress, % of DP)

sto. has imposed a hard constraint on the size o 2007 - T
fisc stimulus that can be provided to the economy Coury | (pre-crisis) | 2003
Coitries like China, Germany, UK and US enteres TAuslia 5*785 ST 37
thecrisis with greater fscal space to oxpanc Cana | 642 1 756
incding more favourable levels of deficits, publi  Chii 202 209
de, contingent liabilities and interest rates. (Frae 1 638 L 714

. Gerany 63.6 79.8

Wi the slowdown in Pakistan’s economy coming i Ind T S Ty
thewake of a macroeconamic crisis in 2008 the "pikan 555 | 581
redted from poticy-induced imbalances of the pas ~ ]}—;E """"""" 1“'1877 " 57
thiprudent course for paicymakers has been t “ynikingdim | 441 | @50
ad>t a path of stahilizatior. This course has prove  Unid States 63.1 i 88.8
toe more appropriate, with inflation subsiding fror urce: IVF, Worlcconomic Outlook, April 2;(1"“0“-_

a storic peak of 25% in October 2008, to aroun

13 in April 2010. Persistently high inflation over th: perionas als¢ litniteche options for the cenal
b in the conduct of its monetary policy.

T nexus between low tax revenue collection, the scal deit, the stock odublic debt, and the futve
pa of growth in the economy needs to be examind furtt, With akistas tax collection amounity
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to arcund 9-10% of GDP at best, as compared to 17 9% for india, and 14.2% for Sri Lanka, for example,
the zdditional pxpenditure absorbed in the budget on acc.unt of any fiscal stimulus measure, would
necessarily imply an increase in the stock of pubtic debt. Each 1% increase in the size of the fiscal deficit
increases the public debt stock by at least 1.08%, at the current effective interest rate on public debt. in
actual effect, the increase is likely 10 be larger, after taking into account the impact on the external
imbalance, and the incremental horrowing needed to be undertaken on that front.

On the end-Mareh 2010 outstanding stock of public debt, the above working would imply an increase of
at least Rs. 88.2 billion in public debt, for every one percentage point increase in the fiscal deficit — with
the impact on growth less than clear. This incremental debt stock would generate an annual debt
servicing ltability of over Rs. 7 hillion.

Looking at the structure of budgetary expenditure, debt servicing {including repayment of foreign loans)
is expected to account for 27% of total expenditure for the current fiscai year. Given the rigidity of some
of the other lafge expenditure heads, such as cecurity spending, any increase in debt servicing
requirements witl necessarily encroach on other areas of spending, including possibly development
spending, OF expenditure on vulnerabie segments of the population. Clearly, this wpuid be an
undesirabie situation, as it could fead to reducing Pakistan’s longer term growth prospects, of reducing
support for the rmost vulnerable groups in society — the exact opposite of the intended result.

. .
In any case, the notion that growth in the sconomy MTable 2.3 sources ~f Growth and Tax

leads 10 autonomous,_ and at the very %eas?, | (r;gntr_ibu_tiggrtor(inpgrcent):
proportiona‘te growth n government revenue, i5 e e T e

IR s

Gop* | Growth® | Taxes

‘misplaced. This argument is neither borne out by the _EE?,EGI{E; - BT —TTg
sources of growth and revenue in the economy, nor JDgU_S_:(F‘fﬁi—F— "“M l*mﬁwg_f:
by Pakistan's historical experience in this regard {see  Services L6
Table 4.3}. in fact, for many of the past several years, For 2009-10 T
tax elasticity and bugyancy combined have yielded a Source: Federal Bureau of statistics,
close to unitary value indicating the mismatch #W

petween tha SOUrces of growth in the economy and the tax revenue base.

A final point to note regards the durability of the growth that can potentially be delivered through a
fiscal stimulus. Ristorically, pakistan's high-growth periods have fasted a maximum of arpund 4 10 3
years - with of without a stimulus. Hence, the absence of policy stimulus does not appear to explain the
chort - and increasingly infrequent = speils of high growth in pakistan's economy.

To ramove structural impediments to sustained economic growth in the long run, such as tie abysmally
fovs tax revenue coilection, Pakistan has embarked on @ meaningful program of economic reform. The
lynchpin oi 1his reformm program is enhancing pakistan’s capacity to mobilise domestic respurces, with
officiency as well as equity. This wiil be discussed in @ subsequent section, after a short review of recent
developments with regards to pubtic finances.

&3 fecent fievelopments: 2009-10 -
4.3-1 FBR Tax Revenues

The FBR revenue targel for FY10 was set at Rs. 1,380 billion taking into account expected growth in GDP, =
tha rate of inflation; tax buoyancy and other key econpmic indicators. The target required a 20 percent
increase over tast year's collection of Rs. 1,157 billian (see Table 4.4).

Against this target, tax collection during the first ten months of the current fiscal year (July-April) stond
at Rs, 1,025.6 bitlion, net of refunds, which is 14 percent higher than the net coliection of Rs. 900.8

L
o
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hion in the corresponding period of last year. Amng thesur federal taxe, the hizhest growth of 6 %
is been recorded in the case of sales tox receip’, follovd by drect tar17 %), customs {7.2 % and

fleral excise {3.0%).

e 4.4: Tax Collection ] o
(ange 2008-09 200-10 . July-mdl ¢ %Chane
* fActual) i (R} 200801 | 009-10  Over20B:09
) _fass o . 3Tl 4272 64
ffund/Rebate . T3as i 378 1 99
R . TTasoaT T2 T 332y 38es 170
_INDIRECT TAXES [ o o
 Gross 8971 6601 105
TNl Ty e set oe6a o 120
B.1SALES TAX o S
. Gross R D - E R TEC N S S T
Refund/Rebate T S S R T- S S V. R
CNet L 4s23 0 ST 216 . 158
_B.2 FEDERAL EXCISE R , L
o Gross I s 7 943 33
_ Refund/Rebate L T XS (Y- Lo B
et CUUUTTnes 0 m 0 ews [ 9a3 D 29
Bacustom - _
i | Refund/Rebate  { ] I 2 R B
| - ot e 7.___ :_:1478_4 | e R e e 157 - o
OTALTAXCOLLECTION ~ - o
- Cess RN T esan 10873 127
CfundfRebate T T e 617 30
a1 j 1157 136 9003 10255 | 138
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3R tax performance with respect to the annual trget shvs that73.% peent of the annuat targe nas
sen achieved during July-April 2010. A pick up i econeic actiity, an arly resolution of the eeryy
tuation, an improvement in internal security, a2 ontinu@n of tte trenof improvement in the ol
-onomy, and the restructuring of tax administraon unctaken should i contrinute in increasin L
ace of tax revenue coilection in the months ahed. Goi forwad, the instatement of the tax:udis
:gime, which had beer unwound in conjunctin withne lauich of e Universal Self-Assassont
-heme (USAS) a few years ago, should also start ielding:sults.
) irect Tax
or July-April 2010, direc: taxes have been a majc sourcof FBR ax revedte colttection, contributig 5%
. ercent of total receints, Net collection was estimted ats. 389.¢ billionvhile gross and net collction

as registered a growth of 16 and 17 peicent dung Julypril 20:0. Theare of direct taxes in fders:
1x receipts has increased frem 15 percentin the arty 19s to anund 3vercentin 2009-10.

iespite the impressive ircrease, however, the “scual” ipme tar base (9w, since direct tax collztion
as been boosted since tie 1990s by the introdudon of e withiolding &k {WT) regime.
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Indirect Tax

trdirect taxes grew by 12 percent during July-April 10 and accounted for 68.6 percent of the total FBR
tax revenue. Within indirect taxes, sales tax increased by 16 percent. The gross and net coltection of
Sales tax stood at Rs. 435.1 and Rs. 416 hillion respectively showing a growth of 14.1 percent and 16
percent respectively Over the corresponding period of previous fiscal year. Of net collection, 53.4
percent is contributed by sales tax on domestic production and sales, while the rest originates from
imports. Within net domestic sales tax collection, major contribution has come from POL products,
telecom services, natural gas, sugar and cigarettes. On the other hand, POL products, edible oil, plastic
resins, vehicles, irox and steet and machinery and mechanical appliances have a major contribution in
the import stage collection of Sales tax.

Custom duty collections have improved marginally, with collection exhibiting a growth of 7.2 percent,
with a collection of Rs. 125.7 hitlion a5 compared with Rs. 117.2 biltion during the same period last year.
Major revenue sources have been POL, automohiles, edible oil, machinery, iron and steet products etc.
indirect taxes have shown 2 refatively hettef performance which is fargely owed to the noticeable
collection from domestic sources under both sales tax as well as federal excise duty.

The net collection of federal excise stood at Rs. 94.3 billion during suly-April 2010 against Rs. 91.6 hillion
in the corresponding period of last yeaf, registering a growth of 3.0 percent. The major revenue spinners
are cigarettes, cement, beverages, natural gas, pOL products and services.

Despite the economic slowdown, including a decline in both volume of imports as well as landed prices,
and the impact of the energy crisis, FBR has been able tO exceed the coltection of the previcus year by a
significant margin. This growth is mainty attributed to an increase in domestic sales tax collection under
the heads of alectrica! energy, sugal, cprvices, beverages and inotor cars, enhancement of rate of FED
on cigarettes, advertisement, panking, instrance services and services provided by stockbrokers during
the budget FY10, and increased tax coliection from the one percent speciat excise duly.

4.3-3 Review of public expenditure

in the Federal hudget for 2009-10, 2 total expenditure of Rs. 2,877.4 billion was estimated for the full
year, comprising of Rs. 2,260.9 billion of current expenditure (79% of total), and Rs. 616.5 billion of
development expenditure, including net lending. AMONg the major expenditure heads, interest
payments of Rs. 647.1 bilfion were esfimated, while Rs. 342.9 hillion was earmarked 0T pDefence
services. Rs. 132 hillion was allocated for subsidies, while the allocation for Grants amounted to Rs.
313.7 billion.

1n terms of structure of budgeted expenditure, current expenditure was estimated to account for 79% of
total spending, with development and net lending at 21% of the total. Debt servicing accounted for 27%
of total expenditure in the federal hudgel 2009-10, a substantial decline of nearly 5 percentage points
over 2008-G9 actuals. Share of defence services stood at 17.2%, while subsidies and grants totalled an
estimated 11.8% (see Table 4.5).
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Tab 4.5: Structure of Total Expanditure (TE)

Yes CurrentExp. Dev. Exp. i Suidies & : Debt Servicinas
MR e PR RTE L Gaswre | we |
o0z 84.7 _ 1 3.5 I s2s
; 20103 88 ) 8 54 s
20004 81.0 3 7.1 4? 366
ook . . 77.5}... — & EEr T
. 20106 Y 2 _ 72 244
oo = - B : ) 12 e RO
. T _ E . _ 2 P | S B
) 26i05—3—_ Tl Sb 3 H* o 7 16" o - éfliB -
EVELE s 2+ T e T
8: idgeted Source: Budget Win o
*yues are not comparoble with previous years due to differnce in anition ved in FYe& FYI0
Tt following discussion onexpenditure is based enirm dafor niii- montt (July to March).
Ding the first nine months of 2009-10, subsintial lays i secuty-relatad spending, a: o
cosequence of the widening as well as intensificaon of Wlitary ceratics in the north-west of 1e
centry during 2008-10, combined with higher thn budged elcitricity absidies, have resuitecin
sae pressure on the budgat. Total expenditure dung Julylarch F10 roseo Rs. 2.027.8 biliion, a o
o0f9% over the same period in 2008-09 (Table 4.6).Total renues frew by.7 percent and reachedis
122 bLillion during July-March FY10.
- Tae 4.6; Consalidated Revenue & Expenditure of the Govrnmentm—“ﬁh o R
3 Prov. | Pr. © Prov.
| B R e T
i 2007-08 L0910 L lle | ao00s.08 2009-¢
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TFeRovenue 771710099 Al 380 i osas1 1L
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4.3-4 Trend in Real Expenditure

Tahle 4.7:

_________.__—————-—_________———.________
Trends in Real expenditure (1999-2000:100) (% Growth)

i

Non-Defence

Total Current ‘1 Development \ Interest } Non-Interest
period Expenditure Expenditure ‘, Expenditure payment | pefence | Expenditure
| R I
“iseos | Tl s
1850°s L o9
“legod a2 ] -
1990-1 137 { A2
pocon 22 O e T s
00409 | | 838
* pudget estimate for 2008-09 Source: EA Wing, Finance Division

4.4-1 Allccation of Resources between the Federal Government & Provinces

An important development in public finances is the recent agreement between the federal and
provincial governments OR the 7 Nationat Finance commission (NFC) award. Only the fourth
successfully concluded in pskistan’s entire 63-year history, and the first in the last nineteen years, the
NEC Award lays the basis for resource distribution between the Center and the Provinces (vertical
distribution), and between the Praovinces (horizontai distribution).

The last award was adopted in 1997 for a period of five years. However, after its expiry in 2002,
agreement On the award was amended under the Distribution of Revenue and Grant-in-Aid Amendment
Order 2006. Under this ad hoc arrangement, the share of provinciat governmemnts in the federal divisible
pool was increased starting 2006-07 annually to 415, 2.5, 43.8, 45.0 and 46.4 percent thereafter in

coming years.

The distribution of resources and fiscal equalisation transfers are @ contentious issue around the world.
In Pakistan’s case, the NEC award has historically been based on the single criteria of Population. The 7
NEC Award matrks a watershed since it has adopted by consensus @ set of multiple criteria for
determining horizontai distribution of resources (see Box).

e

Box-1: Salient Features of 7" NEC award.

1. The distributien of resources has been made on multiple criteria instead of single criteria of population.

™~

The agreed sharing of the divisible pool will now take place on the hasis of the following:
« Popuiation 82.0%
« Povertyand backwardness 10.3%
» Revenue collection / generation 5.0%
e inverse population density 2.7%

‘ 3 Federal Transfers 10 the provincial governments on the basis of the percentage specified.against each:-
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Eisting 7thNFC Awrd
Balo:histan 17% 9.09%
Khyker Pakhtunkhwa 1.88% 14.62%
Punjib 5.01% 51.74%
Sindn 2.94% 24 55%
Tota 10.00% 100%
- Source; Provinciofinance/ing, Firance Divion.

4, nvertical distribution Federal government has eowed ancrease¢in the sire of the provinces with 5
percent for first year and 57.5 percent for the reiaining ars. Theshare che Federai Government i
the net proceeds of divisible pool shall be 44 perent durg the fimncial yer 2010-11 and 42.5 percer
from the financial yezr 2011-12 onwards.

5. In addition, the Federal government agreed to aeducticof colledion chges from 5% to 1%, increang
the pool for distribution by 4%.

6. Baluchistan will receive 9.1 percent instead of 5. percenind will ‘eceive tal Rs. 83 billion for the firt
year. Any shortfall in this amount shall be made p by threderal tovernmnt from its own resources

7. One percent of the net proceeds of divisible poctaxes sl be assgned toovernment of Khyber
PakhtunkKhwa to meet the expenses on war on trror,

8. Each province shall be paid in each financial yeans a sha in the ret procds of tha total royalties o
crude oil an amount which bears to the total nebroceeche sam: propoion as the production of
crude oil in the provirce in that year bears to thatotal pruction «f crude |,

9. FEach Province shall be paid in each financial yeans a shza in the ret procuds to be worked out base
on average rate per NMBTU of the respective prvince.

10. There shall be chargel upon the Federal Consoliated Ful each y:ar, as gnts-in-aid of the revenuesf
1 the province of Sindhan amount eguivalent to G6 % of e provitcial shaiin the ret proceeds of
- divisible pool as a compensation for the losses o accounf aboliton of orol and zilia tax {OZT).

11. It has also been recormmended in NFC award thethe Feca! govenment id Provincial governments
should streamline their tax collection system tocrease eir reveiues in der to achieve 15 percent ax
to GDP ratio by the terminal year i.e. 2014-15.

12. Simitarly Federal Govarnment and Provincial govrnmenwould d:velop al enforce mechanism for
maintaining fiscal disdipline at the Federal and Pavincialvels threugh legative and administrative

measures.

Tae 4.8: Transfers to Provinces (NET) (Rs. Billin)
2004-05 2005-0 26-07 | 2007 2008-09 | 2009-1(B)
Disible Pool 204.8 244.6 2.6 391 477.4 1 569
Stight Transfer 40.5 56.8 1.3 658 824 | 85
; Spzial Grants/ Subventions 35.3 63.5 1.3 - 333 406 :  52¢
. Prect Aid 15.5 17.5 8 1 191 263 | 26c
Agcuiture Sector Loan-H 1.4 2.8 6 1.1 0 ‘ o N
janese Grant 0.1 0.1 1 ~0.04 002 | 0.0¢
- Tal Transfer to Province 257.6 385.2 Q.7 5104 626.8 . 735
Inrest Payment 24.3 21.6 8 19 18.5 | 16.6
: Lcy Repayment 28.7 14.7 12 . 254 21 | 20«

Tnsfer to Province{Net) 244.6 348.9 1.5 465.t 587.3 | 697.

furce: Budget in Brief: 200:C9
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An account of transfer to provinces is given in Tabie 4.8. The transfers to provinces on net basis
registered a decline of Rs. 116 billion in the revised estimatzs 2008-09 mainly due to fower tax collection
by FBR during the year. However, these are placed at Rs. 697.9 billion is budget estimates 2009-10 i.e.
an increase of 18.8 percent over the revised estimates 2008-09.

Reform agenda

A fow — and declining - tax-to-GDP ratio, is amongst pakistan’s biggest structural weaknesses. Several
passible reasons have been advanced for the low tax to GDP ratio in Pakistan, which include:

a) A narrow tax hase

b) Agriculture, large number of services, capital gains is not included in tax net
¢} Low tax compliance

d) Wide spread exemptions

e) Large undocumented informal sector

f). Weak audit and enforcement

A number of measures have been planned to redress this shortcoming. FBR is undergoing a major step
in tax administration reform, with the establishment of the Inland Revenue Service (1RS). This will serve
as a single entity within the FBR by merging the tasks of all domestic taxes, namely the sales tax, income
tax and excise tax. Thus the harmonization of tax administration will improve efficiency. and help
increase the tax-to-GDP ratio in the medium term. -

Simitarly, to broaden the tax base and to correct the structural shortcomings in pakistan’s tax system
and particu!ar\y to ensure horizontal equity in the taxation system, 4 broad based Value Added Tax
(VAT) is sought to be imp\emented in the country. Considerable work has peen completed for the
planned introduction of the VAT by July 1, 2010, subject to approval of nationa!l and provincial
assemblies. A full VAT with minimal exemptions, to be implemented by the FBR will include agreement
with provinces concerning the treatment of services. The main objective is 0 increase the-tax to GDP
ratio to above 14 percent of GDP by 2013/14 (see BOX). .

Box-2: Value Added Tax (VAT)

value Added Tax (VAT) is @ special type of indirect tax, also known as a goods and services tax (GST) in India, In
which a sum of money is levied at a particufar stage in the sale of a product or carvice. Due to its revenue
generating capacity, efficiency and ready comprehensibility in many developed countries, the developing nations
also motivated to adopt VAT during eighties and nineties.

The VAT deals with many problems quite efficiently, thatare often associated with a conventional sates tax system.
in sales tax, there is no provision for input tax credit: consequently the end consumer has to pay tax on an input
that has already been taxed previously. This is known as cascading which leads to an increase in consumer tax and
price level, thus increasing the incentive for evasion which can be harmfu} for economic growth. In VAT system
there is no incidence of cascading due to the fact that it is imposed on vaiue addition at every single stage.

L

Medium Term Budgetary eramework (MTBF)

MTBE is a system for making the budget process more strategic and responsive to the priorities of the
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grernment, as it will introduce a medium term(3 yea horizov to th budgetary process.! Itwill
syport and strengthen the delivery of public serves by e fedeal govexment. MTBF is consisent
wh the country’s overall macroeconomic framewrk and gal obigation nder Section-5 and 6 othe
Fcal Responsibility and Debt Limitation Act 2005.

Tz main objective of MTEF is to strengthen the fizal discline aling witlthe alignment of budgeary
arcation and expenditures with the policies andrioritiiof the governent and to strengthenthe
pcess of budgeting and budget resource manzementvithin ‘he mirtries , thus to ensurethe
eciency and cost effectiveness of the use of publisector sources.

Timplement the MTBF, the set of innovations hve beeintrodiced int the budgeting procedres
fcrowed in the line ministres. These are as follows

1. To increase the predictability of the bugeting ocess, the meium term budgets wil be
prepared on a three year basis i.e., for the'ear imediatel/ aheaco be appropriated, ancfor
two outer years.

2. Modifications to the formats for budget reparain whic requzd a shift towards a mre
planned approach.

3. The MTBF process also saw the developmet of a dlicatedsoftwa: application to capturehe
information prepa-ed by ministries durin the pparaticn of t¢ MTBF budget estimzes,
including the information on outputs.

4. The preparation of the overall medium terr budgeestimaes in aoccument which set out:he
higher level objectives of the ministry and te purpes for vhich fuding is required.

Ts new budgeting system will help planners and ranager.o thinl throug iogic of their interventins
al how they reiate to the ministry’s overall ojective However, M3F procedures for buget
p paration require a furthzr round of modificationin ord to derire the fl benefits of this approch.
Anough, important modifcations to the MTBF buget praratior have aeady been introduced, his
w continue in 2010-11. These modifications are ased can anaysis of 1e experience to date ith
tt implementation of the MTBF with the aim of.trengtning tle contaution of the MTBF to he
wer cbjective of modernization of the budgetary rocess.

vjor modification to the IATBF budget preparatio impleented vith effe from 2009-10 include he
feowing:

e Introduction of bucget ceilings for all feder: minists.

» Strengthening the strategic process of budgt prepation ineach feeral ministry.

* First step towards result based budgeting

e (Clearidentificationof the cost of services (autputs) be delvered.

¢ Preparation of '"Medium Term Budget estimtes forarvice Lelivery GREEN BOOK).

* (idelines for preparing Mediurr term Budget (2010-2013), Buget WinFinance Jivision,
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Thpast two years have witnessed economic devexpmen unpke-:edente in scale and gravity, wih
lar ramifications for the conduct of public policy. 1n the 1e hang, the ghal econcmy was buffexd
byhe most severe recession since the Great Deprssion. 1 the oher, wid food and energy pries
skocketed, leading to grave conseqguences for 1e pocand wvilnerabi especially in develomg
cotries. While global commodity prices have ease consicably from theirecent iifetime peaks, thy
reain eievated.

Tt initial response of most governments was t fight T recession wh large fiscai stimuli ad
mietary easing and other untested measures witlregaroo liquidly injeions to ensure money ad
crlit markets did not “seze up”. The fear of ddation many major wnomies lent a degrecof
cceruence to fiscal and monetary policy. With may couries findly apparing to pull back from qe
wst of the crisis, the impact of price developmentin gloh commedity mkets since 2006 appearto
hwe worked its way into inflationary pressure. Theglobaliuge fo food jice inflation, the Food ad
Ascultural Organisation’s [FAQ) Food Price Index ras upser 20 sercentariier in 2010, while fod
imticn has traversed histcrical levels in many courries, iniding Prkistannd India.

Th backdrop presents a policy dilemma. While rowthas returned iimany =2conoinies, thouh
urvenly across regions, it remains fragite. This fraility isvident ‘rom ozcing davelopments in ne
f13-zone with respect to “he Greek debt crisis, Wile exioliciesmay apear premature under sch
ciumstances, the return ¢f inflation in some casesand initionan expections in others, means tat
pcymakers across a broad spectrum of countries ad regiis are teading thin line,

nPakistan’s case, policymakers are grappling wih a sirar dilenma. Je growth recovery in he
einomy witnessed in 2003-10 is still relatively wek, and mains ragile. n the other hand, inflatn
raains elevated and has displayed considerable ersistee. The dangeof a high headline rateof
imation is that if it displays persistence, it coul infiuce expactatioforming more than octer
masures such as core inflation, which the centrl bankelies o1 to gaze the appropriatenes:of
rrnetary policy.

5. Recent Monetary and Credit Developments
Drelopments in the monetary sector during July tcApril FO can b: sumird up as follows:

+ A net retirement ¢f bank credit by the priate seor occured inae first few months of he

fiscal year, followed by a fairly strong uptik in suequen month As of third weel of Aril,

_ utilisation of bank credit by the private sctor haincreaed to 4%, as against 1.6% in he

corresponding period of 2008-00. Part of te subd:d increase is zounted for by a sharpise

in provisioning by banks for non-performig loar whichis dedited frcm gross lendinj to
arrive at the reported net figure of borrowig.

+ However, the rise in private sector credit emand concentratecn two sectors: textiles nd
energy. The trendin the former is in line wth impving exernal cmand far yarn, while inhe
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case of the latter, the circutar debt issue has accounted for a large increase in borrowing

requirements for the affected companies.

5 .2-a. Government Bank Borrowing

The net bank credit availed by the government for budgetary support as well as financing its
commodity operations amounted to Rs. 286.4 billion during July-April 2010, against Rs. 239.5 billion

during the same period last year.

W Tolal borrowings
mFrom SBF
ziFrom Scheduled banks

Fig-5.1: Government Budgetary Borrowings

w0
fap]

Jul-20Dec 09 Jul-Aprit 02 FY-02 Q1 FY 10 Jut-Aprii10
source: State Bank of Pakistan

Government budgetary borrowing from the banking system during year 10 date FY10 has remained
higher compared 1o the corresponding period of EYD9, rising sharply from October 2009. This has
occurred mainty due to a pernicious combination of rising fiscal spending, and lower availability of
externat financing. The shortfall on this count overshadowed higher inflows from non-bank sources, a5
well as recourse 10 using a portion of IMF disbursements (up to 40% each of three tranches) as bridge

financing.

5.2-b Commodity Finance

Commodity finance refers to advances provided t0 governmens, public sector corporations of private
sector for the procurement of commodities such as cotton, rice, wheat, sugar, fertilizer etc. in pakistan,
the government's commodity operations are carried through state owned entities, such as PASSCO and
TCP. These entities borrow commercially to finance their procur_ement operations, with the borrowing

guaranteed by the government.

-

I
] —e— Commodity Finance

Rs Bitfions

2008 2009 2010(April23)
squrce: State Bank af Pakistan
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T2 financing for commeodity operations peaked a'Rs. 332 billior in Jundast year mainly becaue of
riord wheat procuremert of 8.2 million tons b differit fedeal and rovincial departmentsand
a:ncies. A combination of unprecedented scale othe praremert and t» substantial increase irthe
dnestic wheat support price has led to a sharp spie in thoutstarding stck under this head.

Wile financing for commcdity operations is usuall self-licdating, to cormound the problem, the act
tht the procurement price of domestic wheat hs risenubstartially hher than the internatinal
pce, has meant that government agencies have ben abito retie only portion of the outstaning
lons availed for commodity operations. Stock f comodity inanceell by 56.1 billion dung
Ju-April 2010 compared to net increase of Rs. 47. billiom the carespoling period last year. Wiile
tk stock of wheat financing declined to Rs. 200.tbilliony end februarfrom its peak of Rs, 235.8
bion. Still the stock of wheat finance is higher tha the a rage oithe pa three vear's end Februry
texl of Rs. 53.8 billion.

5.c¢ Net Foreigh Assets (NFA)

Tt NFA of the banking sysiem during July-April FYD has ireased »y Rs. 47 billion after registerir a
sigificant decline of Rs. 236.8 billion during the sme pexd of F/09. Thincrease in NFA is manly
catributed to by budgetarv support of $745 millior{appro Rs. 62 illion) om the IMF. Sharply tower
otlows on account of import payments have provied mar suppert to tt foreign CUrrency reseres
pction.

Oter factors that have contributed are the persis:nt incase in vorker *mittances, and the shep
urxpected rise in inflows uader portfolio investmer.

Fig-5.3: Net Foreign Assets
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Soirce: Ste Bank of Pakistan

5.2. Inflation

Aftcdeclining sharply from 2arly calendar 2009, CPinflatioreache! a recet trough of 8.9% year ¢
yeain October 2009. This ozcurred partly due to a woura2 base fect, ad partly due to subdud
glotl price changes in commodities. However, sinceOctob. inflatbn in tt economy has picked v
shaly, on account of a number of adverse factorsAdjustents inadminiered prices of electricis
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tariffs, domestic petroleum products, 825, in conjunction with the large increase in the support price of
wheat have been the main drivers of the refuelling of inflatiznin the economy since late Jast year.

Fig-5.4: Inflation Trends —e—General{cpl) - &=Core inflation
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5.3 Monetary policy stance

in response 10 several years of excessive mMONEY
supply growth and fiscal profligacy, spp reversed
course of its monetary policy from end-2007
onwards. Initiaily, the stance was maodified very
incrementally {see Taple 5.1), but in tie face of
parsistent excessive demand pressuies in the  23-May 8
economy, SBP began @ rather more aggressive A§Ej§_\?§§;_n#-

tightening phase from May 2008. "13-Nov-08 '

T S f_ .
The policy discount rate and the Cash Reserve N I S
Requirement  (CRR) and  Statutory  Liquidity 25-Nov-03 till date } 12.5
Requirement (SLR) were raised throughout calendar Scurce: SBP

2008, The measures announced by SBP in May 2008 included i). An increase of 150 bps in discount rate
to 12 percent, it). An increase of 100 bps in CRR and StR 1o 8 percent and 19 percent respectively for
hanking institutions, ii). Introduction of a margin requirement for the opening of letter of credit for
imports {excluding food and oil) of 35 percent and, iv). Establishment of a ficor of 5 percent on the rate
of return on profit and loss sharing and saving accounts.

After peaking at 15% in November 2008, during the peak of the balance of payments Crisis, the central .
bank has eased the policy discount rate in steps to the current 12.5%, in response 1o @ gradual easing of

both headline as well as core inflation, and the containment of aggregate demand pressures in the

eCoNnomy.

In real terms, however, with year-on-year cpy inflation at Over 13%, the current stance of monetary
poticy would appearto be “neutral”, rather than “right”.
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Fig-5.5: Real Interest rate
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Scurce: Ste Bank of Pakistan

Nietheless, an appropriate manetary policy stan2 since008, ir conjurtion with rationalizatio of
fial subsidies, have contriouted to a large measuriof macecononic stahty.

Hwever, a nascent revivel in economic activity, n the re hanl, and 3P's ccacerns about ring
irationary pressures due fo higher oil prices and exctricitariff adustmers, on the other, means 1at
tt central bank is also facing a policy dilemma in eterming the :ourse, ming, pace and magnitde
oy changes to its stance.

5 Developments in Moretary [Indicators

T YoY growth in broad money (M2} increased shiply by 5 percint durty July-Aprit 2010 compeed
tcl.5 percent during the same period last year. Mis rises maini from oY incr2ase in Net forign
aets {NFA) of the banking sector as growth in net omestassets NDA) cthe barking system sloved
t6.1 percent YoY basis by April, 2010.

T:e 5.2: Monetary Indicators {Growth Rates) {Parcet)

_ ; i Jul-25April* ¢ Jul-23Ap*
Iricat ! FYD5 : FY06 FYOQ7 FYQS : FYQQ -—o-ii'honhm :
N Bank Credit to Govemment i, g 116 111 63 | 347 189 113

_Bik Credit to Private Sector . 344 | 235 173 165  ©v 16 . 48

_NDomestic Assets(NDA) | 222 © 161 142 306 149 76 . 51

N Foreign Assets {NFA) oi..92 115 387 322 -225 385 96
Mney Supply{M2)} P16.1 15.1 193 153 ¢ 956 1.4 ] 55
*irtains to 23 April for FY10 and 25 Aprii far FY0O9 urce: State Bank of Pakistn

IM has increased the SDR juota allocation for all oits mener countries. vnsequently, it has not aly
cinged the composition of M2 growth, but the IFA of e bankng systn has also been increaed
strply.

Sitlarly, the sharp acceleration in M2 growth is als explai:d by a1 uptrer in seasonal credit demnd
frn the private sector. NFA of the SBP increasediy Rs. .7 billicn, whilNet domestic assets (NA)
we increased toe Rs. 233.3 billion during Jul-April.010 copared o Rs. Z4.6 billion during July-fyril
219. The contraction in NDA was mainly due to th accouing adjistrmenaf special SDR allocatiorhy
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the MF 0 August 2009. FY10 has also witnessed @ significant increase incurrency in circutation.

5 5 Analysis of Monetary Aggregates

within the panking sectar, horrowings from the commercial banks fell October onwards. iain reason
was that the govemment jargely adhered to its pre-auction targets that Were set lower for Q2-FYigin
anticipation of revenue receipts such as coalition support funds. Consequently reliance on SBP
borrowing increased during october-April 2010, Indeed the govemment’s increased resource t@ 58P
bofrowing was made possible due to the vailable room for financing resuiting from disciplined
horrowing 10 the st quarter. However, in the absence of sufficient cornmercial bank borrowings,
government borrowings frofm the central bank had exceeded its quarterly fimmits by the end of third
week of Necernber 2009

Moreover, in the last few T-biff auctions, bank started to lock into shorter tenor government papers. This
behavicur possibly reflects market anticipation for an increase in interest rate in the wake of renewed
inflationary pressures and liquidity constraints. While the evidence suggest that increased biding by
commercial hanks, particularly for three month papers, alsa reflects high demand from money market
funds.

By end September (09, government cetired its debt with SBP by using the proceeds from the transfer
of 58P profits 1 g'overnment accounts and borrowing from commercial banks by issuing Rs. 40.5 billian
worth of T.pills in the same manth. Conseguently the stock of MRTES with SBP declined to Rs. 1010.8
hitlion by the end of Septermber 2009 compared 1o Rs 1256.6 billion at end September 08,

The credit of RS 76.7 billion 0 the public secter onterprise (PSES), and decline in government
HOrTOWINgS worth R, 56.1 pillion for commoadity operations has contributed RS 533.9 billion in NDA
during uiy-April py10 compared to an increase of Bs. 204.6 billion during the same period jast year.
Credit to PSES increased ta just Rs 76.7billion during July-April FY10 againsl an increase of Rs. 142.2
Billion in the same periad last year. This increase caused by high credit demand from @ power holding
company in septernber 2009, a few POL related PSEs have availed the cushion for fresh lending after
saiiiziment of part of their outstanding bank credit with the 15suance of PPTFCs and borrowing

requirement from a public sector cteel mill to finance its unfunided LC imports of raw material.

Buiiding upon the discussion in Section 5.2-b some of the other monetary aggregates wil: be discussed
here.

5 5.g, Net Poamesiic Assels

Net domestic assats of the panking system registered a decline by 5.1 percent during July-April 2010
compared 10 7.6 percent during the same period fast year. The slow pace in NDA of the banking gystem
was due to the contraction in domestic dernand. Moreover, fragile demand for private sector credit, oW
budgetary borrowing and slower credit off- take under commodity finance had restricted the expaisian
in NDA auring july-Aprit 10. On guarterly basis, during Q1-FY10, NDA had a negative contribution 1o nZ
growth, However thereafter, NDA experienced a sharp increase, mainly due t¢ a strong fise in private
sector credit and increases recourse of the government to borrow from the banking system. -

g 5.k, Creditio private Sector {net}

Mue to thz slightly improved imoustrial and husiness activity, banks cautiously restarted lending 10 the
arivate sector following an easing in classification of bad loans. There was 21 increase of Rs. 24 bilticn

B
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fm November 30" to the end of the December 207 as cdit retiementn net basis ceased afternid
hvember. Credit to private sector grew by Rs. 138 biflicduring uly-Ap 2010 compared to Rs. 6.9
bion during the same period last vear.

Tz trend decline in privatz sector credit, visible fc twelveonsecitive micths, reversed from Octbor
23 enwards representing recovery in aggregate emand the ewnomys well zs increase in priata
sitor participation in commodity finance (particulily for tton, riee and garcane).

i
Fig 5.6 Growth of Private Sector |
FY 10 e |
FY 09 | [
' FY 08 i
L Ryo7
FY G5 { i
FY 05 5
FY 04 }
0.0 10.0 20.0 3G.0 40.0 ;
: Sorce: §fc* Hank o Pafcf fan 5

O A £ B 0 S e e 5 e coed gt 1+ arem e i A+ et e mneree 3

Dspite the recovery in scme macroeconomic indators, fivate 2ctor cdit off-take i not grosing
fit because of high interest rates. However, averag lendi rate or entire:ock on bank ieans stog ot
14 percent in March 2010 as compared to 14.4 pecent irdarch 209, thi it is stiil high.

Tile 5.3: Private sector credit (Fiows) --{Rs. B!ggs}
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ricuiture Loans

______,_____:___,___,,______________________-—-——-
Tahte 5.4: Targels and Actua! Disbursement of Ag

L .ec_t_ua_!PEb.gr,ﬁ@.mf-?n,t_(R%_?il!_i_.czrﬁs_ln

July-March

name Of Banks I
AR

n 'T_EE_ETEPFQE%gré@T?éakéjﬁ@_;_ﬂ_ﬂ_.ﬁ._m..,‘.__..,'.__A Gz T SR X
A Niajor Commercial Banks . ———— T “yaa L B2 o
] "i\}_a_29.99_@9595@@5_,#%___n,_#_ﬁ_j__ﬁ._m.__;3.8_&, o 86
_v}d_‘f;Tetéi.,5é_‘?9’!.%"‘.??‘1..‘?9.“1‘?5}1.).__g_f_,_g.._w_..M_A.._mJ__i T Taes Lo 525 i
D ,,1_-_?-51_@?1,@5_6qizt_i_Bgr}E.L;mﬂ:isi_____"_ﬁ__ﬂ I D~ S I -
T apPCB ,W._,__,m__gf_ﬁ_w...,,m_ﬁW-.._.,v_WLW_W___;;_SHJM_ S T I —

“Grand Total (111
Source: 58P
5.5-b (i).Consumer Loans
The consumer loans continued their downward slide with increasing NPLs as banks avoiding the risks
associated with these facilities, the rate of interest on these loans remain high. While inflationary
pressures and low economic activity restrained the purchasing power of the consumers.

Table 5.5: Consumer Financing [Rs. billion)

consumer Financing ir_w e T ukMarch
sl *,____ﬁ_,ﬁ_%_ﬁ_w__.m_...m.tﬂ,,_M_.ﬁ....f,ﬁw_ﬁ_ﬁ,,_ _____ A £ U —
JHOMEU**dmgﬁﬁ_.____ﬁ_ ﬁ_#ﬁﬁh_‘_ [ 1 B
_2.Transport i _iz\f.r_eheze_3&@5393&f_.v,,._.w..._._,‘_..J,WW,_ﬁ,._.,_..;.1_%@_#_#...__.,,_ - N

“3.Creditcards S EE ,__JL,__f_,ﬁ_:G_-Zﬁ_ﬂ;_;_.'_m
_5‘399933“'_‘",@%[9_!{!3_?,‘95’_. ﬂ.-_.__.w_-ﬁ.*.,-M..A__-H_wl [ 1 .
Spersonal loans R T B IS ¢ S
Yotal | -53.6 i .40.4

source: State Bank of Pakistan

The consumer credit contracted by 6.2 percent in FY10; however it has registered marginal increase
against the dectine of 6.8 percent in FY0S. This was compounded by banks' cautious behaviour about
granting toans in view of deteriorating credit guality and higher insolvency of borrowers. The concern on
individuals’ ability to repay loans was particuiariy apparentin mortgage loans during FY10.

5.6. Monetary Assets

The components of monetary assets (M2) include: Currency in circulation, Demand Deposit, Time
Deposit, Other Deposits (Excluding IMF A/C, counterpart) and resident’s foreign currency.

N ey
Tabie 5.6: Monetary Aggregales {Rs miltion)

" (Rsmilion]

End june *july-25Aprit | July-234pril
fems | 2008 2009 500800 | 2009-10
.._E;EUif_f?f‘.svi'ﬂﬁ"_t‘&l:'i?1‘19'1“.._”,,_.4.__,_F_,_M_L_E@EL’-?_ME_ 1152,173 | 1,122,684 1,289,898
.,-_?@'.qve‘_ftefi%‘ziqﬁ:___“,__.,,___ﬁ.._._",w._f,__.,.._,__u.._..; R MO S 1
B. Other Deposits with SBF___ "~ az61 | 4662 | . 4821

" Tota Demand &Time Deposits IncLRECES - f@?ﬂ%ééi:f[,3.12@58%iiif'f§j§'2%—,§%—§=ﬁi.,_

CGEwhich RFCDS | 263430 | 280364 | 278598 | 3300V
“Mcnetar‘}:AssetsStock(MZ)A+B+C } 4,689,143 5,137,219, 4,756,938 | 5,420,832
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ible 5.6: Monetary Aggregales (Rs million’
Encine aly-25Aprik | July-23Apd
ems ’008| e B
lemorandum ltems _ S P
“wrency/Money Ratio 4 209 221 236 . 238
stal Deposits/Money ratio 79 77s 0 763 761
"160"1;1_e_Velocity of f\%oney | 2.4 | !
nertains to 25th April for FY0% and 23rd April for Fy1 Source:SBf

.6-a. Currency in Circulztion

wwring July-April 2010, currency in circulation dereaseco Rs. ©37.7 bion as compared te Rs14G.4
ition during the same oeriod last year. Howevr, the Irrency in circation (ZIC) as percentf the
Joney supply (M2) has shown a very smali increse ancemained at 23 in FY10 against 23.6 preent
vy EY0S (Table 5.7). FY 10 has witnessed an expnsion ‘broad noney,s it increased hy 5.5 gpreent
gainst an increase of 1.£ percent during the sam perio@st yea . The irrease in money supply nared
v both currency in circulation and deposit mone. Fig © shows the treds in CIC as percentage>t M2
nd as a percentage of GDF.

..6-b. Deposits

yuring July-April 2010 demand and time deposi: has ireased »y Rs. 14.3 biilion against the echne
£ Rs. 73.1 billion in FYOS. Similarly Resident Foregn Curncy dejosits (RCDs) has incr=ased by R.49.7
jillion as compared to Rs. 35 billions during the sme pexd last year.

‘ha M2-1t0-GDP ratio refects the degree of finarial devopmeit in theconomy. Considering 82 as @
sroxy for the size of the financial sector, a risig M2/0P ratiy indiczs that in nominal tens the
inancial assets are growing faster than the norfinanciassets As an portant indicator of fiancial
levelopment M2/GDP has shown a rising trend .nce 19)-00 and rose him 36.% percent to 47 preent
n 2006-07.

Fig-5.7: Curreacy in Circulation % M2 . GDP ————Currency to M2
-Currency to GDP
T e e . e e
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Source: State Bank of Pakistan
During July-April2010 M2/GDP ratio has increased t0 37 percent as compared to 37. 3 percent during the
same period last year. On the other hand another significant ratio DD+TD/M2 which represent monetary
depth has shown decreasing ! trend since 1999-00 by decreasing from 74 .6 percent 10 58.2 percent in
2008-09. However during . 2aly-April 2010 the ratio has increased by 70 percent as compared to an
increase of 70.4 pe’ cent during the corresponding period of FY0S.

e 5 - N OTIERS
e 1 2-Months

Fig-5.8 Weighted Average Interest Rate

15

Apr-10

source: State Bank of Pakistan

Weighted average lending rate (including zero mark-up} on outstanding loans stood at 13.4 percent,
whiie weighted average deposit rate (including 2er0 mark-up) stood at 6.1 percent.
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Tae 5.8: Lending & Deposit Rates{W.A) %

] LR e R Spread
Jug B 13.79 6.44 735
ALO9 13.73 641 732
se09 ) 13.67 6.!9 7.38 B
009 ) 13.67 626 7.41
Nc09 13.58 6.5 7.33
De0? , 13.49 b e 828 735 -
Ja10 13.35 6.0 7.25 '
Fe10 13.38 6.)7 7.31
M-10 ' 13.40 6.0 73

Source: State Bank Pakitan

Tt lending rates have decined during last one yeadue toie contnuationf the easy monetary pcicy
stice. Banks have also cut the deposit rates fronits peilevel f 6.7 pcent in March 2009 to53.1
peent in March 2010, in crder to avoid fall in theinrofitsig 5.9).

Fig-5.9: Lending & Deposit Rates moem | R oo DR

16.00 -
14.00 - e e
12.00 §-
1000 P . e T O O
8.00
6.00 o =
400 J [P e s v 2 e

0.00 : : ; o R S .. ;

Percents

Soure: Statdank of Pakistan

5. Pakistan’s Financial Sector: 2010

Pdstan’s financial system has grown in recent yers, stilhere isan encnous potential for groth.
Tt system remains relatively small in relation to 1e ecoimy, wien conared with other emering
centries in Asia and around the world. This implie that nny finacing neds cannot be met and nat
rrch of the country’s ecoromic potential remains nfulfilic

5-a Commercial Banks

Tt asset base of the banking system and its ke elenuts posed strog growth; particularly he
drosit base and lending to private sector, which cnsistery declited ovefirst three quarters of (09
skwed the signs of recovery. However, the asset rix of thbankin; systerfurther shifted towardshe
irestment as banks contnued to invest heavilyn govament >apers nd bords of Public Setor
Eerprises (PSEs).
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As on December 2009, total number of pranches of panks stocd at 9,522 as compared 10 9,146 on 30
june 2009. Hence there is an Increase of 376 bianches in six months of 2009-10. Assets of all banks
showed a net expansion of Rs 441.9 billions during the first six months of FY10 and stood at Rs 6,529
billions. Hence the asset base of the panking system increased by 7 percent over the guarter.

Deposits of the system, after remaining lacklustre during the first three quarters of CY09, posted
heatening growth. Total deposits of ail banks registered an increase of Rs 223.4 billions in the first six
months of FY10, and reached at Rs 4787 billions. On the asset side, fending portfolic also increased. Net
investment increased by Rs 344.7 billions during the first six months of FY10 mainly contributed by
private banks amounting to Rs 1375.6 biltions. The public sector's demand for bank credit remained high
for meeting budgetary requirements and resolving the issues of PSEs inter-corporate receivables (Table
5.9).

Table 5.9: Highlights of the Banking System {Rs, Billions)

Investments (net)
Advances (net)

Deposits
“Equity

" profit Before Tax (PET) T
“profit After Tax (PAT)
Non-Performing Loans_

“Non-Performing Loans (net).

" Capital Adequacy Rati ST 13 ; |
(all banks) - ! i 5 R 5
Source: State Bank of Pakistan

e

Strong growth in assets of the banking system afong with an increase in private sector lending and
investment in PSEs bonds during the first six months of FY10 led to a slight contraction in basetine
indicators of solvency. However, the ratio remains high and in the satisfactory range. Noreover, risk 1o
solvency from heightened credit risk lowered on the back of deceleration in loan's infection rate and
adequate provisioning by panks for loan 10ss€s.

Fig 5.10 Capital Adequacy Ratio (percent) —-— Capital Adeguacy Ratie {percent} "!

e s e T T

Percents

v
Source: State Bank of Pakistan
L f
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Jaring the Q2-FY10 capital adequacy ratio (CAR)iroppeby 0.2 percenge points and stood atld 3
srcent against 14.3 per:ent in September 200¢ becaw bank: made gnificant lending to pramw
wtor and invested heavily in bonds of PSEs, lading trelativily grear increase in risk weijed
sets (RWA). Similariy, hgher growth in asset bae vis-as capitil base ntracted the capitai to o4l
sets ratic by 0.4 perceniage points to 10.1 percat,

7-b islamic Bank

1e growth momentum in istamic banking has rerained ceptiorally strig worldwide, and this ...

shared both at local and global Islamic Finarial Seices Incustry (St). Despite the temaietie

o -hievement during the sast few years, still theslamicnancia servicendustry (31} needs ceeld
: arturing and development to make a significant hpact cthe finiacial iedscape of the country.

: “ble 5.10(a): Islamic Banks (Rs Bilbis)
T eea T o v0s ov o LB CY0Rey
sefs Of the Islamic banks | 441 73 193 200 | 2760 . 383
_positsofthelslamic Banks | 302 48 837 141 2016 28
DareinBanks Assets | 145% ¢ 1.9% 79% 3.6 480% 5w
a iare in Bank Deposits bo126% - 17% 62% 2.6 4.78% 5

: ‘ource: amic Barking Deirtment, State Bank of P

aspite the robust growth in mest of the indicavrs of hmic binking cring CY09, thera wora v
ippages in asset guality and a slight dedline irfinancy billior at theand of Deczmuer 2000 a0
: flected a share of 5.6 percent in banking asses (Tab 5.10.a. Whilehe total deposits of i

anks reached to Rs 282.6 billiuns from Rs 30.2 biion in 04, thuw it conibuted w0 5.9 weroont e

! aposits as compared to 1.3 percent oniy in CYO4,
|
", ible 5.11(b): Financing Preducts by Islamic banks %ee ) o
| Todeoffinancing Y04 OYos _ ¥O6  C¥E o Cvny
_urabaha . s7a s ada 8.4 a3 2Ed
e ... 48 297 97 2w -
Cusharaka 105 21 i
__udaraba D02 U
minishing Muskaraka . 59 125 42 25 289 34
| dsna . . . 04 R O :
arfQarzenasna T N
Cthers Y S A D .
i o Source: Staie Burk of ‘Pi_,, rer
N 1e high growth momenium in IBls chserved in te last iy yearsstabilizd to a more susiainabica e
CY08, during which the overall banking industy faceditix @ puthoraf chalienges emanating i
5 operating environmen:.

. terms of modes of finencing, graduai standard stion Lnariahcomplat principles neve helps 103
. achieving an increasec degrze of diversificatia in thatilized modes [ financing. According ©oths
ible 5.11 (b), the initia pattern of concentrahn in fancing o duc of Istamic banks show tha
ighest share is contributed by Murabaha, ijaratand diinishing Mushakah in CY09. Murabah e

ill the highest share in financing preducts by ontribuig 42.3 percerin CY03, Un the otherian:
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ljarah and Musharakah have sizeable shares with a share of 30.4 percent; diminishing Musharakah is
currently the second most utilized mode of finarcing.

5.7-c Microfinance in Pakistan

Microfinance is an important market-oriented strategy of the financial sector to broaden the financial
access and support the objective of economic and social development. pakistan is amongst the few
countries globally that have national strategy which identifies drivers and challenges t0 achieve both
targets along with an implementation plan drawn along side with industry stakeholders to monitor
Progress against the national strategy.

e

Table 5.12: Microfinance Institutions
| i | Grossloan ! | ]
. 1 Number Number [ Total No. of } portfolio E‘ Average : Total No. of DEPO‘SItS
Indicators | of MFBs "i of ' Borrowers i (Rs.ln'OOO] } Loa;;;nze ; Depositors \ (Rs. In '000)
! 1 : i : .
“eDec o I | 2813 P 525 “ogsl | 108l
L . N PR
I 1 \_' 1,419,841
T aase29 | 10 [TTaaeass | 2822885
Tz | 9O _,,_f;w._w_;j__.#;i_-,
| 12,749,983 46,258 2,822845

o e

T et a6t g7 | 2sa3EL__ AI1687

1 1,190,233 4 s [
T agse | 1841 T Tosaasy | ALISERT
' 44 L 459,028 7,099,206
Tadzom 1% o -
4,826,085 121,723,000 459,024 7,009,206
mont Wing, Fnoiee ovizien

As a result of endeavours of the past few years, microfinance in pakistan has come 2 long way from a
nascent stage to an industry, which is now wall-poised to grow. With current outreach of 1.82 miliion
borrowers, the sector saw phenom?nai growth of almost 43% in years 2007 and 2008. Simitarly, in the

year 2009 the indus’ry witnessed an overall positive trend, albeit mild, in respect cf growth in all of its
major indicators, with a healthy growth in the deposits indicater that grew by 72% on YoY basis. It is
encouraging that the MEBs have made progress on a number of fronts during the year. A mix of vibrant
and mature MFBs primarily contributed to the overall deposit growth of the sector. Gross Loan portfolio
{GLP) recorded a significant 2 15% growth during the year of 2009. Given the tight liquidity situation in
the market, it is NOW imperative for MFBs to develop their internal deposit hase. The borrowings by

MEBs have declined to Rs. 4.76 billion frorm Rs. 5.069 billion during the year 2005.

5.7-¢ Non-Bank Financial Institutions (NBFls)

During FY09 the assets of NBFIs increased by 20.4 percent against the robust growth of 22.3 percent in -
Ev07, to reach Rs. 478.3 billion (Table 5.13). The number of operative entities in FY08 was 237
(subsequently decreasing to 233 in FY09) in comparison with 209 in FY07. The cize of total assets of the
sector relative to GDP at 5 percent, and total financial sector asses at 7.6 percent, is small as is the
progortion of its deposits in the total deposits of the financia! sector at 0.98 percent.
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position of the Financial Sector

Tde 5.13 Asset Com
FY02 FYO03 FY04 FYOS | fvi6 Y07 FYO8 FYO
instment Banks 27,001 | 37,936 | 35568 51,04 | 54,27 | .458 | 58017 | 30,85
“Miaraba 17,45 | 15973 | 18026 21,57 | 23,27 | ;186 . 29,703 | 23,07
‘Leing | 46,948 | 46,842 | 44,806 53,63 | 63,99 | (956 | 65920 | 56,05
Diount Houses i 1,527 1,987 1,341 1,50¢ 1,8}4 417 0 -
vewre Capital 272 854 1,005 200l an 061 3,760 2,50
Copanies
“Mual Funds 29,09 | 57,180 | 103,080 136,2¢ | 177,34 | 38,661 | 339,718 | 225,01
DI 68,729 | 78,803 | 94,752 107,8. | 116)39 | 1700 | 84660 | 121,96
Hising Finance 22,431 | 21,562 | 19,493 1865 | 19,02 | 742 | 18996 | 18,63
Tal Assets | 213,461 | 261,137 | 318,071 393,6( A 462’93 | 5,181 | 600,774 | 478,39
Gwth 3.9 22.3 21.8 23.8 | 174 2.3 6.3 20,

Sauwrce: Finccial Stability Department,:BP

tvtual funds lead the sector in terms of their shar in totassets,which rengthened further to 8.5
peent during FY08, as ageinst 55.3 percentin FYO'

N:C’s borrowings from banks against their creditines deined b 34.7 frcent. Given the percered
{a: of confidence in the economy and to some extat, in thfinancil secto during that time, finaning
reed through epoits/CoDa/Cols declined ever mre driically ty 91.3:ercent, whereas finaning
frn other funding sourcesdeclined by 15.3 percen

5.e.nsurance Sector

Tt factors such as the emergence of macroecoomic itability since te 2007, turrmoil in glcal
fitncial markets and disiccation of the domestic quity nrket anng wii the deteriorating <eriity
siation, posed substantial challenges to the perfomance insuraice sectr in CYC8.

Fig 5.11 Assets of Insurance Sector

0 50 100 150 200 250 3 350 400

Soirce: Sta Bank af Pakistan

Inesponse, the insurance industry showed its relience that i was ae to absorb a sudden nd
uixpected shock of meeting insurance claims of rore thi: Rs 6.0billion dsing from the riots caved
bihe assassination of former prime minister Benzir Bhto on 2" Deceber, CYD7. At the clos of
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CY08, the asset base of the insurance sector stood at Rs 341.4 billion, up 5.5 percent in comparison with
CY07. The asset base further increased by 10.0 percent in CY09 to Rs 377.5 billion. The level of
concentration is high, though relatively iess ckewed in general insurance companies such that the top
five companies hold more than 70 percent of the total assets of the general insurance sector,

80




[1flation

Aftedeclining for much of ca endar 2009, inflationaryressu has intasifieof recart on account of
nurrer of adverse developments. From a low of 8. 9sercenn Octoler 200 year-oa-year Consume
Pricendex (CPl} inflation hasc accelerated to 13.3 pe:ent asf April 7010 {fure 6.1). Food inflatio
has mained elevated in the past few months, stabising at-ound .4 5 peant (from 7.5 percent i
Octcer 2009), while the rate of change in prices of n-Fondems tas beerecorded at 12.2 percer
for tril (from 10 percent in October). Core inflationdefineas inflaion in e non-food, non-energ
(NFPM) component of the CPl basket, has reversed s pathf mod:rate diline, and stood at 10.
percit in April. On a period-average basis, overall ination vs recoricd at 1.5% for July to April. Fc
the srresponding period in 2308-09, average inflatiorstood 22.3%

The :fueiling of inflationary pressure is evident in i majcprice idices, ith the Wholesale Pric
Inde (WPH) inflation rising steeply, from €.3% in Agust 29 to 2% in oril 2020, Simiiarly, th

Sendve Price Index (Pt} hasrecorded a 16.7% year-n-yeancraasaior Api versus 6.7% in Octobe
200%Figure 6.2).

Fi6.1: inflation Trend . Fig-6.ZPI1 - Qvarall, Focand Non-Food
QU oy e e o s 7_?7*"_7 " 40.0 - - o e eacen S
Querall i [ Pl ']!
B5 s Food 350 | - e wei |
P wsvm—s« Non-Food . e . cp
30 T 30.0 - PR . ARt I hs !
. P 1
25 - |
20 !
15
10 ’
5 1 ;
t
O T T T i T ¥ T T LA T ¥ ¥ T T 3 0 0 TTYTTTYTTrTE T T T T T T T T T T T it
o0 - m A h + L) =
(=3 = o j=3 o =4 - o - m o = o [ ,
y [+ T [»] p = o o = ] = i
5 . g = © 1 <z ° e T
= R = = = = 2
Source: Federa! Bureau of Statistics Sourcemederal 3ureau of Siatistic |

A shp spike in global commaodity prices, mainly relatig to £d and :nergy, ‘hich has persisted sinc
the 2ginning of 2009, has exerted strong upwar presse on e dorstic price ievel. Wil
interstional oil prices rose 73% year-on-year betwea April )09 anc April 210, the iMF Commeodit
Pricendex experienced 2 45% increase. The sharp pwardend iscaptiure in the following table
whicprovides a snapshot of benchmuark internationabommcty pric innice
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partly as a result of the vise in the world oil price, and partly @ res it of secular factors at play such as the
increasing diversion to bio-fuels, global food prices, as proyied by the UN’s Food and Agricultural
Organisat'zm'fs (FAC) Food Prices index, 105€ steeply it the first seven months of 2009-10, peaking in
Jsnuary with o year-on-year gain of 20 percent. While there has been <ome retrenchment in the index
cince, ity sthi up 130 on d 12-month Basis in april, The higgest ciense came about in the world sugar
price index, whick gained 112 percent at it peak in the period under review, with dairy products also 2

strong gainer (see pelow).
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aihiia the wortd price of sugar has tallen dramatically smce its peak in January 2010, it is still up 21%
vzor Crvear. Dairy prices, ot the otner hand, have resumned their upward march.

s of global crice developmenis, it shoula be of littie surprise that the sharp

anois not restricted o Pakisiail aricl Is boin @ glopal as well as a regional

hananieae, Htie wirh varoieg Craens of mapmii. ‘o fpad price infiation soared to 13.2

hotora setfling 21 16,7 percent in rarch. Similarly, food inflation in
iR suly 2009, 10 105 pefcent in rebruary 2010.
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Glaal monthly price developments since January 209 for sect cormoditic are listed in Table 6.2.1t
the peak, for example, the world price of sugar hairisen er 110 yercentwhile crude oil prices hd
inc ased 88 percent.

Tak 6.2: International Prices of Major Commodities

Sugar Cruw Oil \heat Rice
$/Ton Srl Ton S/Ton
Jarmiry 2003 278 ' 40 319
Feltiary 293 i 19 316
Mah 295 H Q7 332
Apt 301 } 15 336
Ma 354 ) 35 322
Jun 362 ) 27 319
Jul 405 3 83 320
Auyst 495 . 66 308
Sepmber 508 3 59 303
QOcber 499 3 74 296
Nomber 491 3 88 340
“Dember 508 ; 87 403
Jarary 2010 584 3 87 420
Fellary 560 3 79 403
Mzh 418 L 74 377
_Ap 364 1 65 354
% tange {Apr 10/Apr 09) 21 ) 16 5

Source: World Bok

Ine case of Pakistan, the increase in domestic pries of t:se commoditic remained relatively mee
mied as compared to the international price movments.oweve, since inuary 2010, internatioal
pres for some of the commodities shown, barring ptrolew, have allen nre rapidly than in the cse
ofakistan.

Tae 6.3: % Change in International and Domestic Price

. % Change % Change
Comaodity . . .
International Prices Apr 0/Apr ( Domes: Prices Apr 10/Apr 09

Suir 21 38
Wiat ~16 0
Crie oil/Petro! 70 27
Pal/Edible Ol 19 a7
Mi/Dairy 74 17

Sirce: World Bank; FAQ; FB

Tk contribution to CPI inflation for July to April 208-10 bvommolity groods is shown below. For 1e
fir ten months of 2009-1, Food has accounted r aver0% of ZPI inflion, with inflation in rn-
peshable items contributing the most to the icreaseThe sharply hher contribution of nn-
peshable items to inflation could indicate, amongsther tngs, th: impacof transportation costson
thstructure of food prices
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Table 6.4: Annual Infiation by Commodity Groups

| point Contribution

] ,

; | | (ty-Apr T
Commodity Grow? | I a0s0s | 200910
| Percent
CPl T 1 .
Food v

b ..ﬁ__#___,_.#——‘————
jj Perishable L. 20—

LA

ii) rl_\ic_)_rlperishabfe 'l

“Non-Food \ 59.7 )
_Non-Food B

HouseRent
_Energy . _f_*._mm_ -
Household ] 23
.w._ﬁI[?,D_S.BEIE,A_.__.M,
____.ﬁ_..BEFL?EFLO_Er,._“ _
Education

Nedicare

in terms of large-weight individua! items, the biggest contribution to year-on-year inflation in April has
come from the increase in the House Rent index (HRI), followed by milk, sugar, electricity, petrol, and
natura! gas for domestic use (Table 6.5).

Table 6.5: Contribulion by Major ltems
E Paint
ontribution

April 2009 !

petrol (MS)

_NaturalGas
_Diesel (HSD) .
Kergsene

CNG

The dominant presence of the energy complex items in the list of contributors should be of no surprise
given the fairly large adjustments in administered prices related to energy (electricity, petroleum .
products, gas, CNG) have had to be made over this period.

some of the other factors that have contributed to the spike in inflationary pressure over the past two
yeals include:

+ The weakening of the Rupee over the past twao years
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» increase in the domestic procurement price sr whe:

» Residual Aggregate Demand pressures in thieconaoy emarating fim substantial transfers.o
the rural economy on account of an unprecdentegovernnent-r. commodity procuremat
program, and a heal:hy increase in worker renittanc

» The “washing out” of a favourable base e‘ect is »w exeting a.egative influence on te
inflation comparison from year-ago levels, ad is lily to irtensify ver the next few monts
(see Figure 6.3}.

Fig-6.3: Month Wise Year-on-Year CPI Irlation s 2008
eoos 200G
2 —— 2010
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Re:nt developments with regard to the sharp sd-off linternaional immodity markets in te
aftmath of the sovereign debt crisis in Greece, nd stng fear: of coagion within Europe ad
poibly beyond, provide scme hope that the unreritting zrease n comndity prices over the pst
twyears may have been interrupted.

Thremaining under pressure of commodity prices yr mucof 201C-11 as cesult, will provide respe
fra domestic inflationary pressure. Higher farmerncomeover the past to years, are likely to led
to 1 improved crop situation, all other things remaing thsame, cue to greater ability to purchse
crizal inputs.

Th continuation of prudent macroceconomic polies is lily to ontinueproviding support to te
coiolidation of stability in economic indicators, inclding intion.

Orhe flip side, however, governance issues in thexower ctor cculd traslate into yet further eri-
ust tariff increases. The 2ffect on inflation of ‘e expted inroductn of a broad-based ad
intzrated Value Added Tax (VAT) from 2010-11, he been matterof muc debate. The coilapsing>f
mtiple higher rates of GST (in a range of 16% to 5% on fferentgoods)ito a single, lower ratesf
15 under VAT, should provide, on paper at least, a \odera disinfictiocnarympact to prices.

In idition, the fact that a high threshold has been ropose@annualturnovi exceeding Rs 7.5 millio),
shald mean that the large bulk of the retail tradeis likelo be exempte from the VAT. While te
strghtforward impact in arithmetic terms may be rargina disinflitionarnthe wild card, howeveris
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the hehaviourdl effect on prices of the introduction of the VAT. The impact, if any, and its likely effect
remain meot, however. Generally, the experients of severc! countries studied suggests that the overall
effect of VAT on the price level has not been large.

possible Mitigation Strategies

In terms of inﬂation-mitigation strategies, policy options are fairly limited in the short run. FO¥ much of
2009-10, given the backdrop of high — and rising — international commodity prices, imports were unlikely
to dampen domestic prices, except to the extent of excess pressure caused by shortfalls in domestic
production.

improved availability through better administrative measures against hoarding is likely to have some
effect at the margin. This will have a greater effect, however, if employed in conjunction with close
vigilance of use of bank credit for commodity purchases by the private sector. The revival of the price
magistracy system can also be an effective “jocalized” tool in the fight against price inflation in essential
food items.

in the longer rumn, improvements in agricultura| productivit\/ hold the key to mitigation of food price
inflation. So far, governments have followed an extensive farming policy, using the crop support price as
an intervention tool. However, there are clear limitations to this strategy, including the diminishing
responsiveness of output 10 price incentives, the impact on the general price jevel, and the implication
for recourse 0 budgetary resources, especially in the case of wheat. A shift 10 more intensive
agriculture i the need of the hour, with returns to farmers linked to better yields (vo|ume-based) rather
fhanto a price—based mechanism of support.

an important limitation of the crop support price regime has come 1o light over the past two years,
especially in the case of wheat. A near-donbling of the support price since 2008 has had some effect on
output, but no dampening impact on domestic prices. The higher support price may lead to increased
availability, but it will be at a higher price, hence, it will not have an impact on reducing domestic prices.
The effect with regard to raising farmer incomes is, however, more demonstrable.

A fuither critical element in the containment of price pressure in the economy will be continuation of
prudent mMacroeconomic policies, including monetary policy, which is essential to prevent @ spill-over
from food and energy companents of the CPI to the proader household consumption basket — which to
some exient is ‘nevitahle under the circumstances. Demand management is still an essentiai component
of the overall policy mix to preventan eptrenchment of inflationary expectations.

segments of society vulnerable to the effects of inflation will require wider = but better targeted —

ceverage of social safety nets. The franchising to the private sector of government—owned Utility Stores

(U5 iacreasing the distributional reach of US via weekly markets (Sunday and Tuesday bazaars) and the .
inducrion of large volume discount storés (such as h\/per~markets) can aiso be examined.
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‘The obal economic downturn impacted world outpe and tde volumes acersely during 2009. The
contction in global trade was the sharpest since Vorld W II, wih tradevolumes falling over 1(
percit. With an upturn underway in the world ecoomy fcthe pat two Jarters, the outlook fo
glob. trade appears to have become more positive,as deped by he mozast improvement in the
BaltiDry Index, a key early geuge of global trade volues (Fig).

Fig-1: Baltic [y Inde?

| asmo00

26T
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ns Aopr Jul Cect 200% Apr Ju Lot 10 Apr

Source: Bloomber |

Amistill-difficult global economic conditions, large csts to ports inposedy the war on terror’, arl
a siere energy crisis faced by Pakistan’s econmy, tf exterral secr witnassed an overdl
impvement during 2009-1C. This recovery was mairy contiuted br a sharnarrowing of the currer.
accant deficit which more than offset the declinig finaml accoint surus during the period. »
addion, macroeconomic stabilization measures take by thgovernnent al: significantly contributel
to cerall improvement in the external sector of Pakian.

Theexternal current account deficit is expected t contrt to anund 2 percent of GDP in th
oubying year. This large improvement is mainly on 1e bacof a steep decle in imports for much f
theear, improving exports as world demand is graaally reored, axd a coinued increase in workr
rerrtances, which are expected to reach 4.8 percenof GDfor the wli fiscayear. Worker remittancs
ha\ increased from US$ 6.4 billion in july-April 200:09 to i$ 7.3 bllion inen months of the curret

1 Aciding to The Global Enabling Trade Report 2010, Pakistan inked 12ut of 12i countrieof the world in terms of
bus:ss cost of terrorism.
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fiseal vear (hily antil}. A large part of the recenl iisigase in remittances, which appears to be secular in
nature, has emanated from a poliny inttiative of the government in early 2009 called the Pakistan
memittance initiative (PRI with the potential for formalising the remittances market estimated
petween USH 16 billion (World Bank) and Uss 21 billicn (PRY) annually, further success on this front can
have far-reaching positive effects &n stability of Pakistan’s balance of payments in the years ahead.

An acded factor that is likely tO extend support to the external account in the months ahead, and
possibly for much of 2010-11, s the collapse in global commodity prices induced by the Eurozcae-wide
contagion from the ongoing Greek debt crisis. Since the start of the difficulties in Greece earlier in 2010,
international oil prces have fallen by over 11 percent. HOweVer, developments o1 this front coutd
potentially also impact remittances and exports, especially if the fall out is not contained, and spreads to
other regions. On balance, it appears for oW that, in immediate terms at least, the deflation in import
payments will outweigh the other factors, as evident from Figure 2. 1f s0, this could insulate the external
sccount from pressure in the near term.
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7.1 Trade Balance’

Pakistan's rerchandise trade deficit improved by 13.9 percent in July-April 2008-09 from § 14,218
million to $ 12,238 mitlion during July-April 2008-10. Unlike last year when the decline in trade deficit
was mainly contributed v massiva fall in import expenditures due to decline in internationat prices, this
years innrovement in trade deficit rermained broad based, with both exports and imports contributing
) the decling.

Faparts recarded growth of 5.0 sercent during July-Aprit 2009-10 on the pack of recovery in export
markets of the country, eychange rate depreciation, and improved nroduction of crops. Moreover,

Guring Juby-April 2006-10, expoit receipls of the country surpassed the fuit year official target of 6.0
periant o¥ports growih for 2005-10, Exchange rate depreciation, reduced imports prices and slower

I

o ol tade batanas, expois and wrpenia s based on {rags data reteased by Eaderal Bureau of Statistics (FBS) or
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doestic demand remainec the major factors behid the :cline it impor during the period uner
revw. The import bill of the country decreased y 2.8 ycent uring Jy-April 2009-10 over te
conarable period of last year.

Thenarrowing trend in mreonthly trade deficit strted trevers: sincedecember 2009 whenit
detrriorated by 59.9 percent and reaching at 41 perct deteioratio in the month of marh
201 However, trade accourt of the country has onc againitnessed an irrrovement of 13.9 percat
in te month of April 2010 over the same month las year. :leping i view onthly trend variationsn
tra: deficit during the period and increasing montly impo bill aloyg withxpectations of increasen
intinational oil prices, it is expected that country’drade dicit miy comeander pressure in comig
mcths,

7.22xports

Exprts amounted to $ 15.9 aillion in July-April 2009-0 as agnst $ 11.7 billix in same period last yer,
shuing a growth rate of 80 percent compared tcthe native gnwth rie of 3.0 percent in sare
pend last year. Higher quantum export of items lik rice, fits andraw coon due to their improvd
prcuction in country along with recovery of interationaleman{ and echange rate depreciatin
we- major reasons for the increase in exports duringthe pe)d undsr revies

Wiin the broad categories of exports, all major sctors tnessec positiv growth during July-Agil
20(-10 over the corresponcing period of last year.

Tesles which is a major driver of the exports of Paistan ctured (3.3 pernt share in total expo:s
dung current fiscal year and witnessed an absolute icreasef & 5562 millic during July-April 2009-0
ovesame period last year (see Table 7.1).

Notextile exports grew by 9.2 percent during July\pril 2(9-10 o'er the .3 percent growth raten
sar: period last year. This year’s growth of non-texle grot has besn contbuted by positive growh
rat. of food group (7.1 parcent), petroleum groo (7.3 2rcent) and alother items group (69
pernt).

Foc Group export increased by 7.1 percent during uly-Ap 2009-:0 whecompared with the sare
perd last year. Furthermcre, food group’s share emainc at 172 percet in total exports and t
coributed 15.3 percent to this year’s overall export rowth

Wit a 66 percent share in food group and 11.4 prcent ioverall exportof this year, rice expois
witssed a growth rate of 7.5 percent during the Jiy-April)09-10over thsame period last year
theack of increase in quantum export of rice .

Theverall increase in export of rice came from non-asmatice as cantityxport of non-basmati rie
incased by 100.5 percent compared to 2.7 percenticreasn expots quaram of basmati rice durig
Julpprit 2009-10 over the corresponding period lastear.

Quuatity export of rice increased by 66.0 percent a the tk of inprovedomestic production ard
hig:r import demand from countries Kenya, Iran ad Saudirabia. n additn to rice, fruits and hail
me & meat preparation remained the major contriutor toicreasein foogxports during the perio.
Thdncrease in fruits expo-ts has been led by imroved arvest, betternarketing strategies ar
impved market access.

&)
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A significant recovery has been witnessed in the group of texiile exports. As textile exports grew
positively by 7.0 percent during July-April 2009-17 over the 3.3 percent fall in same period last year. This
recovery in textile exports is led by higher than targeted production of cotton crop and recovery in

external demand.

Table 7.1: Export performance, Major Categories _ (s Millions} :
Suly-April | Absolute
Particulars T ' 9 Change ' increase/ ! % Share
‘ W__i__llgc_r_gﬂase i -
A FopdGroup . ~ 11801
A Food A ‘\__MLZ_S.G

Fruits

at & M

gal Preparation

- ——

" Readymade Garments _
[ Made-up Artides
" other Textile Materials

C. petroleum Group_
" T petroleym produdts
| Petroleurn Top Naphtha
"D, Other Manufactures .
i carpets. Rugs &mats
" sportsGoods_ .

T ewellery
- Cement_

| All other manufactures .

““g308 | 56

EAlOterftems S
Total to15884.1 | | -
* . provisional Source: FBS

Low value added products like raw cotton and cotton yam fetches the major share of contribution in
the textile group on the back of factors like early and better production of these crops along with
restoration of external demand specifically from China. The export receipts from raw cotton and cotton
yarn grew by 140.2 percent and 32.1 percent during July-April 2009-10 over the same period last year,
white contributing additional $ 113.1 million and $ 294.5 million amount to this year's export,
respectively. Furthermore, quantum exports of raw cotton and cotton yarn increased by 116.4 percent

90

——



Balance of Paymnts

ar 29.0 percent respectively during July-April 200910.

Tr export performance o high value added like:nitwe. bed vear an readymade garments as

shvn mixed trend in terms of their growth in quanty, vali and prce. Theguantity export of knitwar

ar readymade garments witnessed decline of 8. perce and .4 permt respectively during he

peod. This fall in quantur exports mainly owed > unfaurable conditis in advanced econores
i ardomestic problems like energy crisis.

- Wile bed wear witnessed negative growth in vale of itexports mainhdue to lower internatioal
pres as quantum export increased during the perid refleag impnvemetin external demand.

Box Item 1: Mapping Pakistan’s Major Expets Withistest Gowing lbducts of World
A mparative analysis of product wise shares in World:xportsid Pakisan’s exorts exhibits a mixed pictre.
Pastan’s major exports categories remained textile, maufactur other nanufacres and food having share of
51 percent, 24.0 percent, 24.0 percent and 15.0 percet respevely durng FY Owhereas, the world’s exprts
dung 2008 are concentrated in manufactures, machiney & tranort eqiipmentuel and mining products nd
fus with the share of 67.0 percent, 34.0 percent, 23.0 preent al 18.0 prreent raectively. This analysis shuws
th there is significant divergence between patterns of 'orld deand anc the iter which Pakistan is exportg.
! Thdivergent trend shows the existence of structural rigiities in & exportbase ofie country.
Merchandise Tide by bduct
. % Share ir 5 Sharen Avg. Five Years
Commodities World ‘akistans Growth Rate
Exports 200 Eorts (FY09) | World | pakistan
. Manufactures I Y 24 14 o1&
; Machinery and tkénsport equipmeht 34 * 17 *
Other machinery ) 12 1 15 | 24
Other chemicals 8 1 16 18
| Automative products s I 11 18
: Other transport equipment S 5 - 15 -
Telecommunications equipment 4 - 14 o
Iron and steel 4 - 27 h -
EDPand offr‘cemgéufpment 4 P 8 R -
Pharmaceuticals o i T 16 7
i integrated circuits 3 B 9
} Fuels and mining products 23 - 30 : -
| Fuels 18 5 31 45
,i‘;gﬁ'éultural products 9 - T s -
i Food 7 15 15 19
Other manufactures o 8 24 13 14
Miscellaneous manufactures 4 - 12 -
’ Personc! and househald goods 2 - 13 -
Textiles T N 2 51 8 4
*: Not Meaningful, -: Not Available source: WTO & 58P
} Coparing growth in these major export items of Pakistn with o worldexport powth of the same categoes
| suiests that with the exception of textites, major export ommodes havemanage significant growth in the st
fivyears. In fact, growth rate >f most major export comrodities Pakista {with t: except.on of textiles) dung
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the last five years has averaged higher than workd growth rates. while exports of textile, which is considered to be
the item of comparative advantage, have oxhibited gr-wth of 4.C nercent against worid growth of 8.0 percent in

the same items respectively.

-
- .

—

petroleum group export value increased by 7.3 percent during the first ten months of the current fiscal .
year as compared to same period last year. This increase in the group of petroleum mainly owes to
increase in quantum export of petroleum products which grew by 19.3 percent during the period.
Moreover, the 4.5 percent contribution in the increase of totai exports for the period July-April 2009-10
came from this group.

Other manufacture group export increased by 0.7 percent during July-April 2009-10 compared to same
period tast year. jewellery exports have exhibited a stellar growth of 102.6 percent dufing July-April
2009-10 over the corresponding period last year and its share in other manufacture group has also
increased from 7.0 percent to 13.0 percent during period under review. Furthermore, 17.0 percent
contribution in the increase in total exports came from this single item during the period.

With the increase of 52.6 percent growth during the last year, cement export declined abruptly as it fell
by 17.1 percent during current period July-April 2009-10. This performance by cement sector was broad
based as both the guantum and per unit price of exports witnessed decline of 1.7 percent and 15.7
percent respectively during the period under review. Cement export fell because of decline in its
external demand and expected increase in competition faced by cement industry especially from Saudi
Arabia.

i

Despite of decline in overall exports growth by 6.3 percent in engineering goods, the exports of items
like electric fans, transport equipménts and other electrical machinery in engineering goods witnessed

an increase in export of 38.0 percent, 82.2 percent and 19.5 percent respectively during July-Aprit 2009-
10 over the same period last year. The gquantum export of electrical fans increased by 45.9 percent
during the period on the back of increased external demand by different import markets of the world
i e. Africa, Middle East and South Asia.

The category of leather manufacturers exparts declined by 21.7 percent during July-April 2009-10
compared to same period last year as ali three sub-items.(i.e. leather garments, leather gloves and other
jeather manufacturers) witnessed negative growth due to low external demand, lack of modern
technologies, law and order situation, low skilled labour and energy crises. Furthermore, competition
from other regional economies also hindered the exports of leather industry.

7.2-a Concentration of Exports

During current fiscal year 2009-10, country’s major exports followed previous years’ trend of being
concentrated in five items {cotton manufacturers, leather, rice, synthetic texti'e and sports goods).These
five categories accounts for 70.9 percent share in the total exports during July-March 2009-10 (see Table
7.2). intensity of concentration further deepens when analyzed within these five export items, as 51.3
percent contrisution in the total exports came from cotton manufacturers during July-March 2009-10.

s
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Table.2: Pakistan’s Major Exports (Percentage Share)

Comndity 02-03 : 03.04 | 0405 | 050 | 067 | 0308 & 09 ... lulv-March
08-09 | 09-10%
Colto 63.3 62.3 57.4 59.c 5¢ 5.9 2.2 52.3 513
Manucturers
Leath 6.2 5.4 5.8 6.9 5 8 1 .4 | 5% 43
Rice 5.0 5.2 6.5 7.0 6 ¥ 1.2 11.4 11.4
Synthic Textiles 5.1 3.8 2.1 1.2 2 21 6 14 | 24
Sportscods 3.0 2.6 2.1 21 | 1 16 5 15 15
Sub-Tral 82.6 79.3 73.9 766 | 7t 7.2 1.9 722 | 709
Otherems 17.4 20.7 26.1 23 | 2 28 | 31 | 278 | 291
Total 100 100 100 10C 1 10 00 100 100
*Provional Surce: Fleral Bureau of Statistics

in dte of the structure of exports having
concstrated in few items, it has witnessed a gradual
chan:, as the share of other items in overall export
incresed from 17.4 percent in 2002-03 to 29.1
percet in July-March 2008-1C {see Fig 3} which is an
encoaging sign for the export sector of Pakistan.

Texti is the major driver of export sector of
Pakisn. It not only employs the bulk of labour force
but so earns much needed foreign currency.
Genally textile manufacturer sector is segmented
into Yo major parts consisting of low and high value
adde items. Being an agrarian country and ample
availedility of raw material required to produce
highe guantity of high vaue added items like
knitwar, bed wear, towels and ready made

Fig Export: Conceration
9C
:7¢ _@'--.3
7¢ * ——— L
60
& —#- Sub-Total of Five ltems
E 5(.._.,..,__ww; —
g A0 | ——#- Cther ltems
30 iy
H e = (o ==
2C & ‘,..{e:.._" e 3¢ o
1C
C H !
m T W ~ o) fox} o
° 2 29 9 % © o
o I < [¥s) ™~ 5] o)
o ] oS O o o o o
Source: FBS

garmts, Pakistan can only manage to sustain the fixd amoit of share of kh value added items ir
expos in place of increasing i's share in total exports.is evidit fromthe tab given celow, the share
of higvaiue added items remained in the band of 50 t 60 peant sha'e since001-2002. Furthermore
this cerall trend began to deteriorate after its peak ear of205-06 when te share of value addec
itemsvas 58.0 percent in totel textile exparts and it icontimusly or declinsince and stood at 52.;
percet share in overall textie manufacturer during uly-Mzch 200410 ov 54.4 percent in same

periolast year (see Table 7.3).

Table.3: Export of Textile Manufactures {% Share)

Juty-March

ltem 01-02 | 02-03 | 03-04 | 04-05 | 506 |6-07 | 07-08 08-09

 08-09 | 09-10*
Cottovarn 16.1 12.9 14.0 127 1 13.7 136 . 125 117 116 | 141
CottoCloth 19.6 18.6 213 233 | 216 1193 | 19.4 205 210 17.2
Knitwir i 146 15.9 18.1 189 176 187 . 180 182 183 | 17.0
Bed war 159 184 172 164 1208 (19.0 | 183 182  17.8 | 166
Towe! 46 i 32 | 50 ! 59 58 57 |59 67 66 | 65
Tents,anvas & 0.9 L0 09 08 03 07 0.7 06 07 : 06
Tarpain R
Readyade 15.1 151 124 ! 129 13.8 132 | 140 129 12.7 12.6
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Table 7.3: Export of Textile Manufactures (% Share)

it 04 o?\ 08-09 July-March
rem 08-09 | 09-10*

Garments

“synthetic Textiles i 79 | 59 L2 6 | &

‘Made up Articies 1 | 50 j 52 L .22 .
Ow_e';s._u_.m U % I '_ ______ i L

- 100 17100 | 100 100 :

*provisional Source: FBS -

7.2-h Composition of Exports

The share of primary, semimmanufactured and manufactured products in compaosition of exports since
1564-95 have remained more Of less stagnant. As approximate!y three fourths of pakistan’s exports
constitute of manufactured goods (see Table 7.4).This stagnation indicates slow movement towards
sophistication through technology and innovation. More recently, the increase in primary commodities
exports owes L0 improved production of cotton crops and amidst of revival of external demand. While a
dip in manufactured good can pe attributed to lower prices on external factor and on domestic front,
the main factor is energy crisis faced by the export sector.

Table 7.4: Composition of Exports {% Share}
1 ; |
Year { Primary commodities | Semi-Manu
i |
FUR M U RS e s 7y
! 11

200809 _ — S B U 7D I o
CulyMarch [ P —— E— I —
200809 VAR DI S

2009-10* 18 ; 11 i

* provisional Source: FBS

7.2-c Direclion of Exports

While the composition of exports remains fairly concentrated, Pakistan has achieved significant
geographical diversification of its exports. During the year 2001-2002, 54.9 percent of Pakisiani exports
were concentraied in seven major exports markets (USA, Germany, Japan, UK, Hong Kong, Dubai and
saudi Arabia) and the remaining exports share of 45.1 percent consists of all other countries. This
concentration of export market continuously dectined since 2001-2002 and presently 31.6 percent share
of exports is held by six major countries {see Table 7.5) with the remaining countries making up 68.4
percent of exports.

Notwithstanding the reliance on fewer exports markets as evident from the percentage share of
different export destinations during July-March 2009-10. Which suggests that the USA captured the 17.3
percent share in all export markets of country and still continued to sustain the largest export market of
the country.

04
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Tak 7.5: Major Exports Markats (Percentage Share)

Cortry 01-02 | 02-03 | 03-04 |, 04-05 | G-06 | 6-07 | 07-08 08-09 July-March
e - o— 08-09 09W1 *
us 247 | 235 | 239 | 239 55 1’46 | 195 189 17.
Gerany 4.9 5.2 49 | 48 b2 4l 4.3 4.2 4z
18 1.3 11 11 )8 0.7 0.6 0
72 7 7.6 | 6.2 4 54 4.9 AR
48 4.6 47 | 39 b1 39 2.7 2.1 21
7.9 9.C 73 | 33 611 0 0 0
SaiArabia | 36 | 43 . 238 25 | 10 117 . 20 26 | 24 | 20
Sufotal | 549 | ss0 | 523 | 457 7.6 1.7 346 333 | 330 | 31
otr 45.1 45.0 47.7 54.3 24 83 . 654 667 63.
Coitries
Tot 100 10¢ 100 100 00 100 100 100 100 10(
*Pyisional Source: FB.
7. mports

imort growth during July-April 2009-10 declined b 2.8 peent agiinst thcorresponding period Ist
ve. Lower international prices, compressed dolestic :mand, exchatre rate depreciation ad
imoved production of cotton crops remained thenajor ctors b:hind tt overall decline in imprt
bil Among the major import groups: food, machinry and:lecomgroupssitnessed a decline dung
JulApril 2009-10 while Petroleum, consumer arablesraw materialsand other items grous
wiessed an increase in growth during the period uder revw (see "able 7}.

Foi group imports declined by 21.3 percent durin July-Ail 200510 ovethe corresponding pend
las year, on absolute terins food group declinel by $ 54.9 million aiinst the $ 107.9 milbn
coraction in the corresponding period of July-Apri2009-1 in addtion tonat, food group witnesed
higest decline in abzolute terms during the perioc This dline infood gup is mainly attributed:o
revced quantum import as unit values of most of fod itenrematred high- during July-April 2009-0
ov same periad last year.

Whin food group items, wheat import bill witnesse the mimum lecline f 96.4 percent on the bck
of ifficient availability of wheat in the country as weat qudtity imyort felly 97.2 percent. Import iff
of lible oil fell by 12.5 percent due to contraction i its pri and quantity aports. On the other had,
thnighest growth in impor: bill of food group was\itnessein suga whichcreased by 591.6 percat
dung July-April 2009-10 against the same period lst yeariainly a a resu of the efforts to improe
thdomestic supply condition of sugar in the countr. Bothie price and quntity effect contributedio
thiincrease in sugar impo-t bill but quantum imprt effe remaired higtr than the price effectas
gutity of imported sugar increased by 430.7 percet and it value of sug:increased by 30.3 percat
dung July-April 2009-10 over the corresponding math of It year. “urtherore, the import bill of ta,
pues and milk & milk food also increased substantiily duri; this period.

M:hinery group import declined by 10.6 percent uring Jy-April 2009-1llover the same period Ist
ye and witnessed a declin2 of $ 460.0 miltion in atolute tms durng curmt fiscai year 2009-10. he
hitest decline was obsened in construction & nning rchiner, whicldeclined by 43.4 percnt
dung period under review With the major share ¢ about2.2 perent in achinery group, Imporiof
poer generating machinery witnessed negative grwth of1.0 perent dung July-April 2009-10 ocer
66 percent expansion during the same period ast ye which sugges accumulation of higer
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inventories during last year thereby lower domestic demand during current fiscal 2009-10.

Import of agricuitural machinery posted an increase of 130.6 percent growth during the period under
review with an addition of $ 101.9 million in overall import bill of the country. This growth in agriculture
machinery is led by increased import of tractors and parts of tractors on the back of projects like Green
and Benazir Tractor Schemes. Furthermore, majority of agriculture machinery consists of tractors and its -
parts.

Textile machinery import witnessed substantial growth of 20.5 percent during July-April 2009-10 over
the 49.0 percent decline in corresponding period last year. This can be seen as a reflection of the revival
in textile related activities in the country.

Import bill of petroleum group expanded by 1.3 percent during July-April 2009-10 over the
corresponding period last year. This rise in import bill of country is mainly caused by higher quantum
import of the petroleum product category which increased by 24.1 percent during July-April 2009-10
compared to same period last year. On the other hand, quantum import of petroleum crude category
witnessed a decline of 9.8 percent during the period under consideration. The decline in petroleum
crude was mainly caused by circular debt problem faced by refineries thereby causing an increased
import of petroleum products.

Beside that, higher quantum import effect in the overall increase of import bill is also evident from
falling unit values of items in petroleum group as petroleum products and petroleum crude categories
witnessed a decline of 7.3 percent and 8.4 percent in respective unit values during July-April 2009-10
against the same period last year. However, monthly trend suzgasts that falling oil prices started to
reverse and unit values of categories of petroleum group turned out to be positive beginning in
December 2009. Furthermore, in the month of Apri’ 2010, the import prices of petroleum products and
petroleum crude witnessed an increase o1 62.3 percent and 79.7 percent respectively.

- Fig 4: Trend in Oil Prices (Monthly Average)

135 SIS
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P~ " = e P 9 -] e o e = e =) "~
[<% = (<% =] =% =
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(1] 1] 1) ~
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Source: World Bank

The trend in international prices of oil suggests that oil prices increased from $ 54 per barrel in January
2007 to S 134 per barrel by June 2008. After reaching at peak level in June 2008, oil prices declined
rapidly and stood at its bottom levet of $39 per barrel in February 2009, and since than, the oil prices
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hav started to increase {s2e Fig 4) . The volatile naturof intenation oil prices indicates thk
vulrrability of oil importing ountries and as being a oil imyrting ccuntry, tistan is no exception.

Mamum increase among &l major import groupsias bes witneised inonsumer durable grou,
whi grew by 6.4 percent during July-April 2009-10 ver san periodlast yei. This rise is mainly led ¥
incrse in domestic demanc of road vehicle import rhich e:ibits a frowth te of 25.6 percent durig
the eriod. Within road motor vehicles, the import)f CKD:ts incr:ased k 63.7 percent during tk
perd under review as import of cars and motor cyles catories ircreasedy 76.6 percent and 855
pernt respectively. As a result, sale and productior of caiand metor cyes also increased therely
imprt of Rubber Tyres & Tubes group witness an incease ofl.7 perient dung July-April 2009-10.

Durg July-April 2009-10 imoort group of raw matenl witnsed a growth te of 1.5 percent. With
| rawnaterial group, import of fertilizer manufacturd remaed the promi:nt factor leading to th
: inchse in import bill of raw material group. As imort of rtilizermanufitured on absolute terrs
incised by $ 196.8 million during this period orthe bx of agressivioff-take of fertilizers I
farrrs. This may be viewed as larger import quntum improre domnstic supply condition f
fertzer.

Imygrt of gold increased from $ 31.7 million in Julypril 218-09 tc $ 129 million during July-Apl
20C10. This increase was mainly driven by highe quant impot of gd. Which grew by 2675
pernt during period under “eview,

Amg all major import groups, the highest decline 'as obsved in ‘elecomector, which declined Iy
30.0ercent during period under review. This declinen telem sectar showthe saturation in telecoy

- maet.
Tab 7.6: Structure of Imports {5 Million)
) Partulars July-Aril % thange Absolute % Share
: 20608-09 2009-1 Increase
; A.F)d Group 3,539.9 2,785.1 21.3 -754.9 9.9
i lk&milk foed 63.0 678 | 76 4.8 02
| vweat Unmilled ' 1,053.8 35.4 36.6 -1,018.3 01
ly fruits 69.8 67.7 3.0 -2.1 0.2
E 198.0 227.8 5.1 29.8 0.8
Sees 58.4 60.9 1.4 2.6 0.2
fible Ol {Soybean & palm Gil) 1,205.4 1,055.. 12.5 -150.3 38
| sar 27.7 191.2 916 163.6 0.7
i | ses 187.5 209.3 16 21.8 0.7
! ____E__J_Other Foocd Items 676.4 869.7 '8.6 1533 31
- _B. Mchinery Group 4,355.4 ~ 3,895. 10.6 -460.0 13.9
: fwer Gen. Machines 1,407.6 1,252 | 11.0 -154.7 4.5
_ ‘ fice Machines 215.0 185.9 13.5 -291 07
Xtile Machinery 183.4 2210 | 0.5 375 08
1 «nst. & Mining Mach. 246.1 139.4 134 1068 0s
1 sceraft Ships and Boats 379.7 579.2 12,5 1995 21
| 7 iri. Machinery ‘ 78.1 180.0 30.6 1019 06
! | ther Machinery 1,845.5 1,336 | 276 -508.6 48
| 80170 8usl 13 1015 . 289
4,612.4 | 5,305. | 5.0 6929 | 18.9

Y
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(6 Million)

Table 7.6: Structure of Impaorts
particulars July-Apri —i 9% Change % Share
i 2008-09 2009-10 1 Increase

[ petoleumCrude 4W_Sﬁ%.:g,,j‘_",u.z&l%ﬁ,..__;_ 174 4 | 100
"D, Consumer Durables ME,,}L%.&-&A,&E&&_#_#_
T Flect Mach. & APD: esse 5533
“RoadMotorveh. |
JE_-JE‘L”_“’EE?_’_‘.?‘JEM,_M_."__.‘,A....m,.__‘,ﬁ‘,

! Raw'CoEgp'r__ﬁ _____ [ _

| syntheticfiber o

Stk yarn (Synth & A

" Ferulizer Manufactured

1
!

| lron & st

T iwon&steel e

" T Other Chemical Products .

F.Telecom 7.0 ;5987 ‘
G.Dthers . 4_‘1__,_4&73’0_#1
Total | 28,1226 |
Total 28,9213 | 28,1220 |
Exciuding Petroleum GrOUp . —— “Jo0043 | 200040 A

17,3644 | 17,2190 i

_E;aaaihg petroleum & Food Groups
* provisional

ports in the decline of overall
that Pakistan gained 41,1859
oducts, petroteum crude, fertilizer, plastic

d to import at last year's prices {see Table
5.9 million if the

to previous year's im

nternational prices compared
As it can be analyzed

import bill of the country is exhibited in tabte below.
miltion due to fall in import price of palm ail, petroleum pr

material and iron & steel during July-April 2009-10 compare
7.7). Import bill during the period under review could have been inflated by 51,18

whn in table 8.8 be remained at par with last year’'s prices.

prices of items sho ]
ices (July- April 2009-10%} (8 Million)

-
Table 7.7: Import Bill as & Result of the Change in Import Pr

The effect of lower i

Commodity i Actual \ 1mp0r'ts at. Last : Additional Bill (Gains/Losses)

e j _E“_E‘”ls__ ; _Yf_ﬂ.s_'ﬂ'lcﬁi_ﬂ_i_ﬁm [

Soyabean Ol . 17 : W0

amol TTioaia T el

“petroleum Products 53053 o

“petroteum Crude | S I B , B

Ferdlomr 6911 — e % .

“plasticMaterial L. 9782 I N T N

M.."E.iﬂi‘ﬁ.__.EL’EE'%__,,_._W__EL,;.___,:,“__._,:,,'_.,,@}:E.ﬁ__.,,.__ﬁ. - )
fron & Steel ! 1,018.1

.‘.._:l.-;;_a.T‘_.ﬁA‘.. RS et |‘ e - .
*Estimated Saurce: FBS

aw material for consumer goods
and its share has gradually been
nt during July-

Concentration of imports in tarms of its compaosition suggests that T

dominates the composition of imports of the .country (see rable 7.8)
increasing since 2005-06. The share of capital and consumer go0ds remained consta

March 2009-10 over the same period last year.
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Tak 7.8: Compaosition of imports (% Share
. Raw Mterial £ ‘onsumer

Yei Capital Geods Capital Goods Consner Goals Goods Total
20(-06 37 7 a5 11 100
200-07 36 7 a7 10 100
20(-08 29 8 53 10 100
20(-09 29 9 B 49 13 100
JufMarch -
201-09 28 a 50 13 100
2010 28 7 52 13 100
* pvisional Source: FB

7.7 Direction of Imports

M of Pakistan’s imports are concentrated in fev numirs of narket the world namely Sadi
Ariia, Kuwait, Malaysia, WLS.A, Japan, Germany, ad U.K.Jata fo July-Nrch 2009-10 exhibits tht
alnst 36.0 percent of totalimport markets of Pakisin congs of th:se seva countries (see Table 7)).
Sali Arabia has held the licn share in Pakistan’s imorts wi in maikets sire 2003-04. However, sifis
ofiarket diversification ar2 present as the combind shaiof the:e majoexport partners has ben
deining from as high as 43 percent in 2003-04 to cirent lels.

Tak 7.9: Major Sources of Imports {Percentapge Share )
Cortry 03-04 04-05 0506 | 6-07 0708 | 009 fo—yMArch
) ’ i 08-09 | 09-1¢
UA. 8.5 7.6 5.8 75 61 ! 4 5.0 a9
Japn 6.0 7.0 56 | 57 46 6 36 | 43
~ Kuait 64 46 | 62 57 75 6 7.2 60
Saii Arabia 11.4 120 | 112 | 114 134 .3 123 | 100
Genany 3.9 a4 | a7 | 39 732 8 3.8 37
U.l 2.8 2.6 28 2.3 1.9 6 2.7
Maysla 3.9 2.6 3.0 31 39 6 45
sufotal 42.9 40.8 39.3 39.6 40.6 =9 39.1
Otir Countries 57.1 592 | 60.7 60.4 594 | €1 | 609 :
Tol 100.0 100.0 | 100.0 100.0 100 1.0 100.0 | 100.
*Pwvisional Source: FB

7.Terms of Trade

AtT witnessing the persistent deterioration since 198-99,akistar has wiessed an improvementsf
2.{percent in its terms of trade during 2008-09 This sswed tie imp:t of decreased pricessf
intnational prices of commodity and oil. Thisimprownent i1 coury’s terms of trade aio
coributed in the decline of current account defici duringhe pered und- review,. However, dung
JulMarch 2009-10, terms of trade could not susiin therocessof impvement which startedin
20(3-09 due to increase in unit value index of impcts and agnaticn in ur value indices during Juwy-
Mch 2009-10 over the comparable period last yer (see ible 7.:0). As result, country’s termsaf
tree aggregated to 54.9 during July-March 2009-10 s comyred to :6.3 of .ly-March 2008-09 therey
wiessed a deterioration 072.5 percent during the eriod 1der revew. Altaugh th:s decline in ters
of ade during current fisca year af 2009-10 is lowe: ever sce 200'-03.
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Tabie 7.10: Unit vatue Indices and Terms of Trade [Base year 1990-91 = 100)

sear . UnitVaiuelndices _ﬁ__ﬁ__* Terms of Trade
- Thports___ L tmeatts o —
200506 2993 1 a4 | 880
2006-07 ECC - — 62.6 _
2007-08 3504 o 6323 554 S
200809 T asua ] 7908 57.0 o
July-March R — o T —
“500809 | T Tasan 1 808.1 $63 ]
5009-10% ) 454.9 T 884 | 54.9
* provisional source: FBS

7.5 Summary of Balance of Payments

pakistan’s Current Account Deficit (CAD) narrowed down by 65.9 percent as a result CAD declined to S
3.06 billion in July-April 2009-10 as against $ 8.98 billion last year {see Table. 7.11). This decline in CAD
during July-April 2010 was contributed by the improvement in trade, services, income & current
transfers during the period. Specificaily, decline in imports and a strong increase in current transfers
played a fundamental role in bringing down the current account deficit. Fall in payments on account of
repatriation of dividends, interest an debt, freight on merchandise imports and lower outflows from
foreign exchange companies were other contributory factors behind the contraction in the current
account balance during the period under review.

Decline in trade deficit is due mainly to a fall in imports complimented by overall improvement in
exports during suly-April 2009-10. The trade deficit improved by 18.3 percent during this period.
lmprovementin invisible accounts emanated from the significant decline in services and income account
deficit with impressive growth in worker’s remittances.

The improvement in incoOMe account is based on a decline in investment income outfiows & fall in net
interest payments. income account deficit declined by 29.9 percent during July-April 2009-10 over the
same period last year. The deficit in services trade shrank by 39.9 percent during July-April 2009-10 over
the corresponding period last on the back of 15.3 percent growth in services exports and 12.2 percent

decline in services imports. The increase in services exports is mainly led by communication, financial,
government and other business services. Among these four groups, communication services exports
exhibited significant growth of 80.2 percent during suly-April 2009-10 over the corresponding period last
year. This growth in communication services exports was mainly owed to step taken by Pakistan
Telecom Authority (PTA) to curb itlegal traffic in the country.

While transportation and travel remained major categories among the all groups of services export,
these sectors registered negative growth during July-April 2009-10. As the share of transportation and
travel in overall services exports declined by 9.0 percentage points and 2.1 percentage points
respectively during july-Aprit 2009-10 over the corresponding period last year. Transportation services
exports declined by 13.9 percent during July-April 2009-10. Lower passage & freight earnings and
reduced local opetations of foreign transport companies remained the key factors behind the overall
decline in the transportation services exports.
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reviv. Within Asia, the concentration of higher renttancesemained in thSouth Asia region whe?2

rem:ances increased by 4.9 sercent in 2009.

Remtances to Pakistan witressed strong growth of
23 . percent during 2009 over previous year 2008
follved by Bangladesh (19.4 percent), Sri Lanks
(14.percent), Nepal {13.2 percent) and Philippines
(5.6ercent).

Mol recently, Worker remittances to Pakistan have
surgd by 15.0 percent during July-April 2009-10 ovel
the corresponding period last year. With the
excetion of February 2010, positive growth has beer
witrssed in all other montts of current fiscal year:
20010 over the corresponcing months of last year
Themonth of October 2009 witnessed a highest
grovh of 62.7 percent during the period |

Coury-wise data suggests that UAFE remained the

Fig Remitinces Gwth i 2009
0
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A
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3
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Source: World Bar

maj contributor to remittances increase during Ju-Aprii J09-10 ontribiing 22.8 percent of tot!
remtance, followed by Sauci Arabia (20.9 percent 0S 1,525 millio1), USA:0.0 percent or $ 11,4613
milin}, Other GCC countries (14.1 percent or $ 1,03:0 millir) and WK {10.1ercent or $ 734.6 millio)

{secable 7.12).

Wh: UK & UAE witnessed nighest growth rate of 7.0 pe=nt anc 21.7 prcent raspectively durig
Jutwpril 2009-10 over corresponding period last yer. High remitince frm UK seems to the resut
of igressive bilateral tie-ups of commercial bankswith feign enities uier Pakistan Remittancs

inittive (PRI} program.

Tab 7.12: Country/Region Wise Cash Workers’ Remittares

($ Million)
. ! July-April July-2it*

Coury f Region : 20\2)8—:9 ZE)IOEO | % Cinge % Share
sk . 1,435.7 348 3 T 00
UK 468.0 C73¢ T eg
UAE 1,366.8 1,662 =7

Oth GCC Countries 996.0 1,02 7

EU tuntries 1965 | 210 1

Oths Countries 4981 i A8l o3 o 6B
Tot: 6,355.6 7307 | 10 1000

* Prisional

Source: 5BF :

Theossible factors behind higher remittances fromJAE ar@) divesion of part of remitiances frcn
infcnal to formal channels as is evident from trad shitfollowhg the -ackdown on illega! fud
traiffer and asset prices crisas in Dubai due to whichnvestirnt was diverteto Pakistan in the formf
renctances by Pakistani migrants who lost their jos in Tbai, ani b) ine=ased outreach of bars

haug arrangements with overseas entities.

Whe some migrants found jobs in Abu Dhabi, as eresult,»mittarces fro Abu Dhabi witnessed n
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increase of 80.62 percent during July-April 2009 over the comparable period last year.

Channel wise data suggests that most of the remittances were routed through banking channel during
July-April 2009-10. This improvement largely reftects the initiatives taken under Pakistan Remittances
Initiative (PRI) to encourage the migrants to route their remittances through banking channel. This is
because of fear of funds being stuck up in an event of action against the exchange company, increased
competition as like exchange companies banks are also having tie-up with foreign entities, lower costs
as sending funds through banks is free of charges and efforts such as PRI to attract funds through

banking channel.

Box-2: Pakistan Remittances Initiative

To facilitate and increase the flow remittances through formal channels the Ministry of Finance, Ministry of
Overseas Pakistanis and State Bank of pakistan took the initiative of launching Pakistan Remittance Initiative {PR)
through which different incentive have been offered in fiscal year 2009-10 to sender and recelver of remittance
through banking channel, These incentives/measures are followed as:

- Increasing the outreach of banks with foreign entities.

_ Transferring of remittances in beneficiary bank account on same day through introducing the Real Time Gross
settlement (RTGS).

. Reimbursement of marketing expenses as percent of remittances mobilized by an overseas entity from any
one jurisdiction. This percent of reimbursement varies according to amount mobilized which follows as: 0.50
percent on incremental amount on remittances mohilized above $100 miltion to $ 400 million, 0.75 percent on

incremental amount on remitiances mobilized above $400 million to $800 million, 1.0 percent of incremental
amount on remittances mobilized above $800 million to $1200 million, 1.0 percent on total remittances

mobilized above $1200 miflion.

After launching of PRI, the Memorandum of Understanding has been signed between pakistan Remittance

Initiative and Pakistan international Airlines in which more incentives and privileges have peen coffered to gverseas

pakistanis iike one hundred free returm air tickets through lucky draws, reserve seats, special gifts in flighits,

* business Class services at check in counters, business class lounges and excess baggage allowance.
e ——

7.5.c Foreign Exchange Reserves

After declining by 27 .0 percent during the fiscal year 2007-08 , Pakistan's total liquid forign exchange
reserves (end-period) witnessing the significant increase in the subseguent periods of 200& 09 and July-
April 2009-10 (see Fig-7). The major reasons behind the fall in reserves during 2007-08 remained the net
outflows from portfolio investment and step rise in the current account deficit led to sharp decline in
the foreign exchange reserves of the country. Furthermoe, the recovery in the reserves during 2008-09
was contributed by inflows from IMF following Pakistan's entry into a macreeconomic stablization
program and than after adition from other agencies’ capita! inflow in the country. In addditicn 10 that
the narrowed down of current account deficit also significantly contributed in the improvement of
resarve position of the country during the period.

.

More recently, Pakistan’s foreign reserves increased substantialty from $ 12.4 billion in end-june 2009 to
15.0 billion in end-April 2010 (see Fig 7). This improved position of reserves benefited from lower
current account deficit and higher remittances. improvement in reserves brought relative stability in the
exchange rate and subsequent increase in foreign currency deposits.

Quarterly analysis shows that bulk of accumulation in reserves was concentrated in first quarter of 2009-
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10, nile reserves increased only marginally in the sbsequd quartrs. Th'is because a substantie
partf the rise in reserves during first quarter of 20010 owl to SDts allocion and disbursement ly
IME nder SBA. The reserves held by the State Bank ¢ Pakish stoocat $ 12 billion with the bankig
systn holding $ 3.9 billion ir reserves by end-April 210. Imovemeit in thGBP’s reserves during tk
perii mainly owed to inflows from iFis, lower currer accou deficitand resced market support. Tk
rise commercial banks’ resarves was primarily on zcount increaed forgn currency deposits ard
retiments of foreign currercy loans. Increase in bo1 of thn was »wing texpectation of exchang
rateepreciation.

Owg to improved position of reserves and decliniin imyrts, the imporcoverage ratio increasd
fronz1.1 weeks as of end-June 2009 to 26.5 weeks irMarch)10.

Fig 7: End-Period Total Liquid Foreign Exchage Resves
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2004-05 2005-06 2006-0; 20-08 2008 Jul-Apr 09-10
Source: SBP

7.6 xchange Rate

Aft remaining at stable position for more than folL years,ak rupee start! to lose significant vale
agast US dollar and it depraciated by 22 percent inhe peid of Jai-Nov 208. This depreciation ws
attouted to factors like substantial loss of foreign echangeeserve;, politi! uncertainty, speculatie
actities in foreign exchangz markets and trade reited otlows. fue to ikistan’s entry in standy
agrrment with Internationzl Monetary Fund (IMF) 1 Noveper 20(8 alongvith market conditionsit
thatime, Pakistan adopted a more flexible exchane rateegime. After «ft towards more flexite
exange rate regime, country witnessed a slow dwn in change rate treciation of 2.5 percat
durg Dec-Jun 2008-09.

Me recently, owing to the overall external acount inrovement an stable reserve positiQ,
Paktan’s currency vis-a-vis US dollar depreciated b»3.9 peent duing JuhMarch 2009-10 compard
to 1arp decline of 16.2 percent in the corresponing pexd last year.Vatility in the kerb-markt
hoever, remained substaniial throughout the Julyvlarch 109-10 serioditially on account of hyjj
reled demand and later due to shifting of oil paymnts. Dnand far the Ldollar in the kerb-markt
waparticularly high in Janiary and February 2010,~hich 1 to swstanticrise in kerb premium ad
volility in the exchange rats (see Table 7.13).

Thimprovement in inflows on account of portfolidinvestent anc worke’ remittances hacked Rk
ruge, consequently, Pak rupee regained some of tk grou it lost n Febriry. Rupee appreciatedoy
1.Cpercent vis-a-vis US dol ar between end-Februar and el-Marcl 2010.




————

The rupee showed relatively better performance against the Euro and Pound. Euro and Pound
depreciated by 1.8 percent and 6.3 percent res;ectively against Pak rupee during July-March 2009-10.
Rupee’s appreciation against turo and Pound was primarily driven by the relative strength of doliar
against £uro and Pound, and Pak rupee stability against the US doliar during the period under review.

Table 7.13: Average Exchange Rates and Premium
inter Bank Rate Open Market Rate

1 "

A . . Re/Ew0 _
july 09 ? 8240 . usn
Tpugust 118.16
“september 1049
__Ci)rt‘:to'ber"_' ~ 12";’1:_35
“November ) 124.54
“December 12288
TJanuary 10 _ 120.78
“February 11624
parch 114.61

Source: SBP

Furthermore, Nominal Effective Exchange Rate (NEER) witnessed 4.6 percent depreciation during July-
tarch 2010 as compared to depreciation of 6.4 percent during the same period last year. However, due
to rise in inflationary pressures as evident from the 8.7 percent increase in Relative Price Index, Real

E 4
Effective Exchange Rate (REER) appreciated by 3.5 percent during July-March 2009-10 (see Fig-8).
I ————
} - — .

Fig-8: Real Effactive Exchange Rate {(REER)
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7.8 Salient Features of Strategic Trade Policy Framework 2009-12

Realizing the need for developing and effectively implementing a national export competitiveness
programme, the Ministry of Commerce has developed a three year Strategic Trade Policy Framework
{STPF) 2009-12. The overall objective of the STPF is to achieve sustainable high economic growth
through exports with the help of policy and support interventions by the government, industry, civil
society and donors.

The STPF 2009-12 is based on six pitlars mamely Supportive Macra Policies and Services, Enhancing
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Prod:t Sophistication level in Pakistan’s Exports, hhancit Firm evel Cmpetitiveness, Domest:
Comerce Reform and Develspment, Product and Mrket Cersificaion an Making Trade Work fc
the Sstainable Developmentin Pakistan. Moreover, Ainistraof Comnerce ts set the export growt
targeof 6.0 percent for 2009-10 and 10.0 percent ancl3.0 peent fo:each othe successive years.

The njor measures to achiev2 the above objectives a2:

- Support for opening ecporters offices abroad.

ln previous years, government announced 50 grcentipport or varics guality, environment:
and social certifications. The support was proressive increa.ed to 10 percent of the cost ¢
certification.

It is proposed that surgical instruments, spots goo: & cutery seor wouid be granted 2
percent subsidy an brand promotional expenss like aertisenent in:cognized trade journal,
certification cost etc.

In order to increase the sophistication level & =alize 1e poteitial ofzht engineering sector,
special fund would ke created for product ievelopent & markeag for light engineerin
sector.

Lteather apparel exporters would be providd 50 :rcent :ubsidyor on the floor expe:

advisory/consultancy and matching grant to stablisHesign tudiosr design centres in the
factories.

A freight subsidy at 28 percent would be exteried onr shiprrents ofve seafood products.

Processed food expots would be supportecinitialloy reinbursingresearch &developmer:
cost at 6 percent of the exports.

Sharing 25 percent fnancial cost of settingip of 'sign centres zd labs in the individul
tanneries.

industrial importers would be allowed to imprt newefurbihed anupgraded machinery o
the basis of trade-in with their old, obsolete nachiny. Likevise, exart of their old/obsolet
rmachinery for trade ir with new, refurbished ¢ upgraad maciinery wuld aiso be allowed.

The natural pearls ard other synthetic or reonstrued precous oremi precious stones ar
being increasingly used in jeweliery products;hey wild alsobe exepted from customs dut
and sales tax.

Limit for physicians’ samples would be enhancd to 26t the time of lainch with first shipmen!

Engineering units would be allowed Export Ornted lits (EQJ) facili on export of 50 percer
of their production fcr the first three years. Aer thz engine2ring uts would be allowed th;
facility on export of 80 percent of their produdon.

In order to encourage use of computers by loyvincomsegmett of pouilation, the import of of
& used computer components would be allowd.
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Pullic Debt

Recent drelopments with regarc to the sovereign debt tuationf courtries raging from lceland to
the Unite Arab Emirates, and more recently, of countrie in theiro-zore, mosprominantly Greece,
have bee a rude awakening for zlobal financial marketsAfter arotraced perd of benign neglect,
policymars as well as investors are beginning to scrunhize me careully th health of sovereign
pubtic firnces,

Lessons om previous debt crises are being re-learnt. Ezalatinpublic debt des not bode well for
macro-emnomic stability and growth as it exerts upwar presse on iiterest ites and crowds-out
domesticprivate investment, For developing countrie: the zher irterest st associated with
domestidebt places a substantial strain on budgetary rsource with a negati> spill-over effect on
social seor and development outlays and a slowdow in grvth mamentur For external debt,
cre ditorsmay charge a lower interest rate {as is the casewith nst multlateralnd bilateral donors),
Lu. the xchange rate risk inherent in the accumulatio of foign curency <bt leaves a country
vulnerab to developments on the external accountand irinterngtional :arkets. Therefore,
policymeers are faced with choices not only of what /evis of piic deb: to accmulate. but also the
composiin of the portfolio with regards to source, availaility, ccs and rsks whh are consistent with
the goveiment’s medium-term fiscal, monetary, and exchnge (cernal acountriorities.

Fig-8.1: Emerging Market Countries: Gros:Governent Cebt, 20)
(in % of GDP)
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In the aermath of the global financial crisis and econmic slodown, nost ccntries have acquired
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cubstantial amounts of debt as a result of large budgetary outlays and fiscal stimulus targeted at

addressing the hardest hit economic sectors, nstiling confidence in markets, and reviving overall

economic activity. By augmenting already high levels of post-crisis pubtic debt, most countries now face

a daunting challenge in dealing with increased debt burdens. The problem is more pronounced in

developed countries, specifically in the Euro zOne. Fiscal deficits in advanced economies have increased

to approximately 9 percent of GDPL. Debt-to-GDP ratios in these economies are expected to exceed 100 -
percent of GOP in 2014 based on current nlicies, some 35 percentage points of GDP' higher than
before the crisis. By contrast, the public debt accumuiation in emerging economies has been lower, with
public debt ratios of approximately 30 to 40 percent of GDP in these economies (See Fig-8.1). Given the
higher economic growth in emerging economies led by strong domestic demand, there is ample fiscal
space to place the debt burdens on a dechining path with relative ease.

Although somewhat insulated from the financial crisis, Pakistan too has witnessed a rise in public debtin
the recent past. Fiscat profligacy in the shape of large subsidies, policy inaction with regards to rising oil
prices in 2007, weak revenue collection, pressure on hudgetary resources placed by a heightened
security situation, and efforts to eliminate the inter-corporate debt in the energy sector, have led 1o a
relatively rapid increase in public debt. The cumulative effect of the depreciation of the Rupee against
the US doilar, on the one hand, and the wealkness of the US dollar against third currencies {including
Special Drawing Rights, SDR) in which a significant portion of Pakistan’s external public debt is
denominated, have also played a substantial part in the overall increase.

pased on projections for the end of FY10, Pakistan has one of the highest public debt-to-GDP ratio
amangst emerging economies {as showi in Fig-8.1). However, policy responses in FY10, a withdrawa! of
pressure on the external account and a relatively stable exchange rate. in addition to a limit on
norrowing from the central bank have all hetped stem the rapid increase of public debt witnessed in .
Fyoe.

2.1-1 Qutstanding Public Debt

The definition of public debt used in the Economic Survey of Pakistan is in conformity with internaticnal
convention:. Totatl Public Debt {TPD) includes dormnestic debt payable in Pak Rupee as well as the short,
medium and long term Public Debt portion of External Debt & Liabilities fexpressed in Rupee term). In
addition, funds obtained from International Monetary Fund (IMF) for tie purpose of budgetary
financing have also been included from the current fiscal year. The stock of public debt does not include
the debt and liabilities of the centrat bank, which includes financing for batance of pryment (BoP)
support. Fuither, publically guaranteed debt and government guarantees issued fo: commodity
operations are also not included.

Using this standard definition, Total Public Debt (TPD) posted a growth of 12.2 nercent during the first
nine months of the current fiscal year and reached Rs. 8,160 billion at the end of March 2010. This
increase in the stock of pubiic debt is significantly lower than the rapid increase of 22 percent in the
previous fiscal year.

The domestic currency component increased by Rs. 631 biliion or 16.3 percent to end at Rs. 4,491 billion
in comparison to Rs. 3,860 piltion of end-June 2009. This increase sccounted for 71 percent of the
ageropate increase in TPD. On the other hand, there was an addition of Rs. 253 billion in the stock of

————

< world Economic Outicok, Aprit 2010, International Monetary Fund
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foren currency debt which makes up the remaining!9 perat. It is nterestg to ncte thatin contrst
to [09, the increase in the stock of TPD during th curreiyear his mos, been through domesc
soues. A relatively stable exchange rate, appreciatio of thdoliar azainst cer major currencies, ad
limid access to multitateral and bilateral debt creting flcs has tecessited this shift in financig
mix?ublic debt is increasingly composed of domesti currery debt,the sha of which has risen fron
53 yrcent as of end-June 2009 to 55 percent in Marc 2010.

Tab 8.1: Public Debt

FYO5 | FY06  FY07 | P8 | FY09 | FY10
) V_'__ {In bilions ofs.} -
‘ _ Donstic Currency Debt o booa78 12337 283 | 7 3860 | 4491
| Foren Currency Deb§ 1856 | 1973 2140 *2)5 3417 366¢C
" Tot2ublic Debt 4034 | 4310 475C 530 7277 816C
b (Impecent ofop) .
_Donstic Currency D‘?.,b.ﬁ o 33 5 1 307 301 s i 30ﬁ6ﬂ
_Foren Currency Debt o 28 5 1 25 2 24 7 i 2_5]—)—
Tot?ublic Debt - 621 | 565 548 556
| e . _In percint of Renue) o
' _Donstic Currency Debt G282 | 217 201 i L2090 208
_TotdublicDebt |48 | 400 366 | 3 i 393 : 379
L ) o apercatofTotbestj
_Donstic Currency Debt L 542 549 | ts 1530 | G5g
Foren Currency Debt ) A58 451 | 2 | 470 1 aso
Foren Currency Debt (in USS Bltion) | 311 | 32, LLof2 | 422 0 a3s
Ewchgn Rate (Rs /USS F.Q.P) o '_______mg_s_a;?%wim L €3 81.0 84 4 )
ppgqﬁg_s Billion) 7 6500 | _7623 867« 143 12739 14664
: TatRevenue {in Rs. Billion) Po90c ! 1077 1298 ¢ 19 | 1851 | 2155
| * Asfend-March, 2010 Sowe: EAD udget Ving, Mcand DPCO staff calculatios

The rying up of external funding sources has put aalt to e rapidy incresing expansion in forein
deb As most of the foreigy currency loans are prject bed, limted caicity to deliver on the=
procts has resulted in unutilized lending pipelins of eiting commitirnts. This has made ti
distrsements under the IMF SBA program more vible duig the irst thi guarters of 2009-10.t
shod be noted here that orly a portion of the last 7o tranes (US; 1,083»illion) has been used fr
bud:tary financing and hence, constitutes a part of 1e foren currency cononent of TPD. While tia

| remning funds received from IMF are reflected orthe bance sheet of t2 central bank (SBP) arl
hern:, do not come under the ambit of public exteral del The SIA has rimarily been secured >
suprrt the Balance of Payments position by supjementz the breign xchange reserves of tl
coury.

Qutf the total increase in TPD, Rs. 148 hillion or 17 Table2: Transational Ipact on Public Debt, FY10

pernt is attributed to dzpreciation of nationa cu . Rs. Billion
curmcy against the United States Dollar during July . 148
200March 2010 as PKR los: 4.2 percent of its value 0ollas. Third wrrencie 9.3

durg this period. This impact of depreciation on the Net hact 138.7_

*As end-Marh 2010 surce: DFCO stoff culculation

pub: debt stock has been muted in the current fisca




——7—

Economic Survey 2005-10

year as opposed to 20 percent depreciation of the domestic currency in 2008-09. However, appreciation
of the dollar against majot international currencies caused o transiational gain (reduction in stock due to
exchange rate movement) of USS 111 million or Rs 9.3 billion in the outstanding stock of foreign
currency public debt. The net impact of currency movements on TPD for the first three quarters of FY10
stood at Rs 138.7 billion. Fig 8.2 depicts the net impact of translational losses on account of Rupee
depreciation against the dollar, and movements of the doflar against other international currencies from .
FYOQ-FY10.0On a cumulative basis, exchange rate losses amount to Rs 1605 biilion or 20 percent of the
current outstanding stock of TPD?%. Losses during FY0S and FY0S were significantly higher, owing to a
combination of a loss in value of the Rupee, as well as a weakening dolfar in international markets.

Fig-8.2: Net Transiational impact on Total Public Debt FYOO-FY10* 4‘
600
500 ;:
400 j' cumulative Losses FY0O0-FY10:
5 © Rs. 1605 billion
= 300
£ 200 |
i
100 - = %
0 A:( = fw_:um,,._.__gﬁ...a__.,..,Y_E%?@._,,Hmm,‘,___ ) - 2 — -
_ EYO FYCl FYO2 FY03 FY04 FYDS FYOSs FY07 FYOS F703 FYL10
* . As of end-March 2010 Source: DPCO Staff Calculation J -

oA e ? =T

The quantum of increase on the domestic front in the first nine months of 2009-10 is nevertheless
alarming. The resurgence of SBP borrowing in the last two months of the third quarter has been the
principal source. However, with the govefnment’s commitment to adhere to net zero quarterly
borrowing Yimits, this rising trend in the stock of central bank debtis expected to stabilize by the end of
his fiscal year. The shortfall in undisbursed amounts of foreign currency debt was met by a heavy
reliance on domestic bank and non-bank sources. The government was able to access the debt capital
markets due to favourable current environment and interest rates. As a result, healthy investment in
government securities and sizeabie accruals in major NSS instruments accounted for rnuch of the
increase in Rupee debt.

8.1-2 Servicing of Public Debt

Servicing on public debt has aggregated to Rs. 640.2 billion at end-March 2010. As percent of the
projected GDP for 3009-10, the public debt servicing is now 4.4 percent. interest payments of Rs. 428.5
billicn have been incurred on domestic debt, whereas Rs. 45 billion of the payment was on account of
fareign debt. Huge repayments of about Rs. 166.7 billion were made 10 retire the maturing foreign
currency debt. Almost 46 percent of the government revenues have been used to service interest and
principal payments on public debt during July 2009 to March 2010.

2 Note: Due to unavailability of detailed data the currency composition is assumed 10 be constant for years before 2007,
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-8.3: Public Debt Service as % of Total Revenue Table {: Publicebt Sening, July'09-March'10
FYO5-FY10* . {in billions of Rs.)
5~ Interefaymant: ) 473.5
; _..Inteit on Donestic De 4285 o
* ...nteit on Farign Debt 45.0
_Repayint of Forign Deb N 166.7
1 _Public bt Sarvicng 6402
90 - ] {in percent of GD_P)'
”'I‘r]teresaymen_g_ L 3.2
1 ' _Intert on Donestic De. 2.9
CIntert on Fordgn Debt | 03
L e e g _Repaymt of Forign Deb _ 11 B
FYO5  FY06  FY07  FYOB  FY09  FYio _Public [ot Servicng 4.4 7
{in percent of Revenue}
*: As of end atorch 2010 Source: DPCO Interesayments 33.8
__Interton Donestic Del N 30.6
. . intert on Foregn Debt 3.2
As Gl growth does not necessarily translate into a Repaymt of Forign Debt 116
propcionate increase in revenues, the burden Public bt Servicng Y o
place: by public debt sewvice obligations on Source: Budget Wing, Mof

governent resources is morte aptly measured hy

publicebt service as a percertage of government revnues. 'eak growth invenue collection and a
fasterate of accumulation of debt during 2007-08 ledo a shp increase in gblic debt servicing as a
perce:age of total revenues in the following year. Sericing oyublic ebt arrunted to 47 percent of
total wenues during FY09. However, a subsequent-educti in th: pace f debt creation and a
margal easing in monetary palicy stance have seen tis inditor fallto appximately 46 percent in
the fir three quarters of FY19Q.

8.1-3 ynamics of Public Debt

Owingo a revision in the GDP zrowth for the last two ears, tt TPD-tcGDP rio has been adjusted to
58.4 crcent and 57.1 percent in 2007-08 and 208-09 rpectively. For2009-10, this ratio in
perceiage terms rested at 55.6 percent as of March 31The ra> has declined 7 1.5 percentage points
from e previous fiscal year, which has mainly beerachievl on awcount « slow-moving external
inflow In terms of total revenues, public debt as of en-Marchas impoved sthtly to 3.8 times, from
3.9 tins in 2008-09. In real tarms, the growth of pulic debhas been fairlyestrained, following a
spike FYDB. 9.7 percent growth in real terms witnessd in FY:, couped withegative real growth of
revents, ted to a drastic increzse in the country’s debt urden.

Table 8: Dynamics of Public Deb: Burden, FYC5-FY10*

Year GDP Defiator Fiscal | Primary Re!l Grow Reil Growlof Real Growth of
Balance ‘ Balance oDebt A R:venue ] Debt Burden
_ i IABE
- LB3% L 13% 1.7% 5.7% I3
105% | 43% | 15% | 03w L 101% -10.4%
16.2% 7.6% -2.8% S.7% . -0.7% 10.4%
LL203% L 3% G 03% | 1% | 31y 18%
10.1% [ 5A% 0 -05% | 2.1% 6.3% -4.3%
*:As ornd-March 2010 Saure DPCO Staff Calculutians
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As shown in Table-8.4, efforts to decrease the fiscal deficit have paid dividend in the form of lower real
arowth of debt. Further, positive real growth in revenues 2hove and beyond the growth in debt during
the FY09 and FY10 has translated to a real reduction in the debt burden. It must be noted however, that
the deceleration in the real growth of debt was also influenced by very high levels of inflation witnessed
in FYOS. As inflationary pressures in the economy were fairly lower in FY10, the real growth in debt has
begun to increase marginally. During the first nine months of the current year, total public debt
increased by 2.1 percent in real terms, whergas end of year revenue collection is projected to grow by
5.3 percent; leading to @ decline in the debt burden of approximately 4.3 percent.

Calculation of real (inﬂation-adjusted) cost of Table 8.5: Real Cost of Borrowing

borrowing reflects not only the interest paid on Year | External [ Domestic | Public
outstanding debt, but also the price levels and L Debt Debt ! Debt
exchange rate movements and their impact on the
portfolio. Historically, external debt has been a
cheaper source of porrowing for Pakistan. However,
rupee depreciation against the doliar has had a ¥ P

massive impact on the cost of external debt in FY09 §

various years. The real cost of borrowing from FY10* | 5.7 ‘

external sources, which is usually negative, increased T As of end-March 2010 Source:DPCO stoff caleulations
to as high as 3.4 percent in FY0O owing mostly to the Rupee tosing 20 percent of its value against the
dollar. With a relatively stable exchange rate, and the concessional nature of Pakistan’s external loans,
the cost of borrowing for FY10 <tood at -5.7 percent in real terms. The cost of borrowing from domestic
sources has increased to 0.2 percent in the first three quarters of FY10; however, this increase is partly
influenced by tower inflationary pressures a3 compared to FYD9 where the cost from domestic sources
was -3.7 percent in real terms. :

8.2 Domastic Debt

In order to bridge the gap between revenue and expendilure on a government’s balence sheet,
sovereigns all over the giobe rely on debt creating flows, both external and internal. The foreign
currency component of financing generally depends on factors peyond the reach and control of
governments whereas the domestic sources can be approached at alt times, even though at a higher
cost. The prime exampile in this case is borrowing from the central bank (referred to as seignorage, of
deficit monetisation).

As for Pakistan, stagnant external flows have implied @ higher reliance on domestic funding sources. The
absence of efficient and tiguid debt capital markets has meant that the governmant has been compelied
towards deficit monetization, which runs counter to is stated aim of improving further the debt
dynamics of the country. The vulnerability of debt service charges to interest rate variations increases
with the piling up of shorter maturities in domestic debt. Additionally, extensive government borrowing
may induce inflation through the expansion of money supply.

Despite the dangers of excessive reliance on domestic debt, it is important to note that governrnent

borrowing through domestic sources is vitat in stimulating investrnent and private savings, as well as
strengthening domestic financial markets, since it provides depth and liquidity to the markets.

bid




Public Debt

8.2-1 utstanding Domestic Debt

Domesc debt is broadly classified as permanent, floatig andnfunded debt..s of end March 2010,
the outanding stock of domestic debt stood at Rs. 4,49.7 billn (See "able-8). During the first nine
monthof the current fiscal year 2009-10, Rs. 630.8 illion vs addet to th stock that vielded an
overalirowth of 16.3 percent in the domestic debt porfolio ohe courtry. Thdomestic debt to GDP
ratio re to 30.6 percent by enid-March 2010, an increas of 0.>ercentige pois over end-june 2009,
in respse to relatively stable rominal GDP growth.

Table 8. Outstanding Domestic Debt, FYO5-FY10*

CFYOS | FY06 | Y07 FYO! | FYo9 | " Fyio*
, {in bons of R..)

_Permant Debt 5263 | 5149 62.7 616 685.9 779.3

Floatingebt 778.2 940.2 107.6 1,6374 1,903.5 2,299.7
“UnfundiDebt i 873.2 881.7 40.0 1,02C3 1,270.5 1,411.7
Total 21777 | 23368 510.3  3,2746 3,859.9 4,490.7
o - | L {in peant of G)P) N
PermantDebt 1 81 [ 68 65 6.0 5.4 5.3
Floatingzbt 12.0 12.3 2.8 164 14.5 15.7

UnfundcDebt | 134 116 1 08 104 10.0 9.6
Total B . 335 1307 1 361 320 | 303 30.6
e in perce of TotalDebt)
_Permant Debt i 1242 22.0 11.6 18.¢ 17.8 17.4
_ Floatingebt ) 357 40.2 12.4 50.( 49.3 51.2

UnfundDebt 40.1 377 1360 31 32.9 314
Memo: _

GDP (inllion of Rs ) 5,499.8 7,623.2 $73.0_ 10,24.0 2,739.0 14,668.0

* 1 As ohd-Klarch 2010 Source: Budget Wing, Mof

The stri-term natire of domestic debt is evident by a ever creasirg sharef floating debt in the
total sck. As of end-March 2010, more than half of 1e donstic dext is co posed pf government
debt itruments having tenors of a year or lesser. Thezontrition of yermarnt and unfunded debt
has deeased to 17.4 percent end 31.4 percent, in comarison previcus year share of 17.8 percent
and 32 percent respectively. High dependence on shoi-term:bt leaves the smestic debt portfolio
expost to refinancing risk,

8.2-1(iPermanent Debt

The penanent debt on accourt of healthy inflows in Rkistanivestment Bors (PiBs) to the tune of
Rs. 52 billion grew by 13.6 percent. An almost equal dditiorvas joirtly conibuted by Prize Bonds
(Rs. 22 billion) and ljara Sukuk (Rs. 14.4 biilion) dung theeriod inder wiew. Meanwhile, the
governent successfully retired the maturing Federal InestmerBonds FiBs),

The Ste Bank of Pakistan (SBP, conducted four PIB aucons in e ongong fisceyear with the target of
Rs. 1Oillion per auction. The market participated wi vigosurpassng thearget in almost every
auctio: Although ljara Sukuk (issued in 2008-09) made one-tie appeirance iring the period under
reviewthis fairly new instrument mobilized enormoudunds ym the islamicnarket. Such a strong
input ggests the untapped potential of the budding simic mket an¢ calls f- a continuation of this
initiatir in the years to come.
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Fig-8.4: Major Domestic Debt Inst* uments FV05-FY10
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Source: Budget Wing, OPCO Staff Calculation

Moreover, compliance with the policy steps taken in the previous year to draw a line between debt
creation and monetary policy execution has imparted certainty to the government securities market.
These steps include publication of yearl, auction calendars and their periodical revision, adherence to
volume based auctions and the decision of cut-off yields for primary auctions by the Ministry of Finance. ~
Going forward, suct. measures can be the building blocks of a well-integrated and articulated
macroeconomic policy covering fiscal, moi.etary and debt sectors of the economy.

8.2-1{ii} Floating Debt

The stock of floating debt experienced the highest growth of 20.8 percent in 2009-10 (July 2009-March
2010) among the major categories of domestic debt and ended at Rs. 2,299.7 billion as of March 31,
2010. Bulk of this increase is attributed to hefty net proceeds from Market Treasury Bills (MT8s) of
about Rs. 311 billion falling under the ambit of floating debt. The market preference of government debt
instruments. owing to risk aversion and absence of private sector credit demand, greatiy assisted in
augmenting the participation in MTBs auction over and above the targeted amounts.

On the other hand, central bank borrowing through Market Related Treasury Bills (MRTBs) was limited
to Rs. 85.7 hiflion during July 2009 to March 2010, which is a result of the government’s target under the
SBA of pursuing a position of net zero quarterly borrowing from SBP. The growth of 7.5 percent in the -
stock of MRTBs during the first three quarters of 2009-10 albeit higher than 5.2 percent witnessed in the
previous year has undoubtedly receded from the rate of increase of 133 percent recorded in 2007-08. -

Subdued credit demand from the private sector has been an underlying therne of the year and a primary
cause of huge increments in case of market debt instruments (PiBs and MTRs). Banks preferred (o iock
in at higher rates owing to a general perception of an interest rate peak in the market. Furthermore, the
losses borne by the banking sector on account of non-performing loans kept them away from resorting
to the private secfor requirements, even though negligible. With the gradual resurgence of private
sector credit demand lately and market expecltation of an interest rate hike at the back of renewed
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inftionary pressures, banks have started concentrting orhe 3-nonths jper. This may disrupt qe
oming trend of heavy investments in MTBs in futur.

8.4(ili) Unfunded debt

Th unfunded category of internal debt, composd of 35 instument has recorded a modst

expnsion of 11.1 percent curing the ongeoing fiscalyear (t March2010). pecial Savings Certificazs

attcted Rs. 81.7 billion followed by Bahbood Savins Certifates amnd Regul Income Scheme. Mass/e

. retements in Defence Savings Certificates turned te net arual toa negare Rs. 35 billion during 1e
pedd under review.

Th Central Directorate of National Savings (CDNS) wunchetradab!: bondwith the name of Natioal
Sangs Bonds having maturity of 3, 5 and 10 years 1 Januy 2010.The stk of these bonds stcocat
Rs;.7 billion as of March 3z, 2010 with an almost 9'percerconcenration the 3-yeartenor.

Th NSS contains a2 numbe- of instruments with shilar feures, foweverargetirg different maret
sepents. Out of eight instruments, three scheres ha a 3-y:ar marity, four are a 1Q-yar
insument and two are a 5-year instrument. From 1e incrnental yorrowg of Rs. 172 billion, Rs.;9
bihn or 34.6 percent are generated through Pnsione Beneit Acccnt and Bahbood Savigs
Ceificates carrying very high interest rates (See Take-8.7).

Tak 8.7: National Savings Sckemes

+ Sctmes Maturity Quote Rate putstaniing ‘arfance | Percentag
{years) {in petent) 53‘1:i7\4}i"‘aﬁri0  Mar-Jun . Sharein Totl
\ " tin niltions” (in percent

" _Sangs Account 8.5% . 1556 _031%
~ Spial Savings Account 3 11.6% | 118,4( 17.96%

_Peioners’ Benefit Account 10 145% | 12403 | 14163 . 827%

~ Dence Savings Certificates | 10 12.3% : 221‘6 2071%

_Spial Savings Certificates 3 11.6% 341,30 T Tz046%

_Reylar income Certificates 5 12.0% 125,07 | 34,045 T g gge

_Barood Savings Certificates | 10 14.3% 352,68 | 45,105 26.35%

~Naynal 5avings Bonds ) 3,5,10 12.5% 3,650 '75,6567 LS

_Pri Bonds B.5% | 22476 | 27,325  1556%

Tal 11,527,357 71,191 100%

Sourc: CONSudget Wing, Mi and DPCO staff calculatins

Thembedded put aption in most of the schemes uder thNSS unbrella in be a potential sourceof

sere liquidity crisis as a p-obable rate hike will inmediaty be cajitalizewpon in the presence ¢ a
. puoption facility. Moreovar, automatic rollovers, ash acuntingand ze coupen in NSS resultin
inensistent fiscal numbers. For instance, the zerc ouponSCs of almost s. 80 billion issued in ite
19)s did not appear in the budget until they were 1aturerecentls in theist three years, hitting 1e
buzet by more than Rs. 400 billion. This cost migt have 2en spiead duag the 10 year tenor, hd
the been an accrual accounting practice prevaint in & CDN¢ in paicular and governmentin
ge:ral.

CCS was established by tie government with th intentn of nobilizin savings of retail markes,
hoever, non bank institutional investment has tracticnallomina ed thisategory of unfunded deot.
Thie institutional investo-s also invest in wholeale mkets ard bendt from the interest rte
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arkitrage between the two markets.

8.2-2 Domestic Debt Burden

Interest payments on domestic debt largely refiect the servicing cost on previous stack. The interest
payments for the period of July 2009-March 2010 aggregated to Rs. 428.5 hillion.

Table 8.8: Domestic Debt Burden

Ficcal | (inbilionsofRs) . . Interest Payments as % of .

Year Bome:tic T nterest | Tax Revenu . Total ‘ Total Current | “GoP
o __ Debt__ | Payments i | Revenue +_EXJ::end:‘ture Expenditure {mp)
_Wﬁ'igi__,‘.i,,_%ﬂ,?l_w.._“}zﬁéﬂ_l 26.7 18.7 2.7
_FY06 | 233638 2025 | 25,2 81 2.7
“Tevo7 | 26103 | 3268 | 367 . 23.8 37
“Thvos | 326 | 426 [ 42l L 238 43
~fvos | 38605 | 505 482 TThea |46

FYior | 44907 | 4285 416 i: 24.9 Y

* . As of end-March 2010 Source: Budget Wing, Mof

As a percentage of major macroeconomic indicators, interest payments have sta rted deteriorating since
2007-08. This weakening has meant that payments owing to interest expense have consumed a major
chunk of limited hudgetary resources in the past few years. Additionally, this trend indicates that
interest payments have emerged as the largest component of curreit expenditure in the fiscal account.
In continuation of this trend, interest payments on domestic debt in proportion to tax revenue
amounted to 41.6 percentin the first nine months of 2009-10. 30.6 percent of the total revenues have
been used to pay off the interes due on internal debt. Similarty, the share of interest expenditure on
domestic currency debt in total and current expenditures has become 21.1 percent and 24.9 perceht
respectively. The ratio of interest payments to projected GDP has depicted a slight improvement during
July 2009-March 2010, decreasing from 4.6 percent in 2008-09 to 2.9 percent as of March 31, 2010 {See
Table-8.8).

2.3 External Debt & Liahilities

pakistan’s external debt and liabilities (EDL) include all foreign currency debt contracted by the public
and private sector, as well as foreign exchange liabilities of the Central Bank. EDL has be: n dominated
by public sector external debt due to a chronic current account deficit and substantial for izn financing
through loans from multilateral and bilatera! donors. Public sector external debt includes financing for
Baiance of Payments support as well as foreign currency financing of the budget deficit. Debt obligations
of the private sector are fairly limited and have been a minor proportion of EDL. The explicit
concessional terms of loans {low cost and long tenors) contracted with international financial
institutions or dpnor countries have concealed the inherent capital loss associated with foreign currency
debt to some extent. On the contrary, after accounting for the exchange rate loss, foreign currency
loans from multilateral and bilateral donors are contracted at a lower rate as compared to domestic
currency debt {an average cost differential of approximately 1.1 percent over the last 19 years).
Consequently, government has historically remained favourable in terms of borrowing through these
channeis given the macroeconomic importance of foreign financing fiows in Pakistan.

8.3-1 Outstanding External Debt & Liabilities

During the first nine months of the current fiscal year 2009-10, Pakistan's external debt and liabilities
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incrsed by USS 2 biliion or 3.8 percent. The outstading sck as o end-ivrch FY10 stood at USS 4
billih as opposed to USS5 52 oiltion at the end of FYO! In absute terns, therst three quarters of FYO
havwitnessed the lowest increase in the stock of EC duringhe last :hree yirs.

Tabh 8.9: Pakistan: Externai Debt and Liabilities

{In biflions of U.S. doflar:

FY6 ne Y07 FY03 Fy0g FY1C
1. Prlic and Publically Guarant2ed Debt 31 .8 35.3 40.2 42.2 42
A Medium and Long Term(>1 year) 308 6 35.3 39.5 41.6 41.
| Paris Club 13) 8 127 1139 14.0 14.i
Multilateral 151 8 18.7 21.6 23.1 23..
Other Bilateral 0. | 8 1.0 12 2.0 25
Euro Bonds/5aindak Bonds 1. 9 2.7 2.7 2.2 16
Military Debt 0. 1 0.1 0.0 0.2 0.2
- Commercial Loars/Credits 0. 2 0.1 01 0.2 0.3
B. Short Term (<1 year) 0. 2 0.0 0.7 0.7 0.6
| DB c. 2 0.0 0.7 0.7 0E
2. Prate Non—ﬁuarant‘ged Deb: (>1 year) Lot B 2.3 2.9 3.3 3.2
30F 15 14 13 A |7
ofvich | Central Govt. N , e 1.1
Maonetary Authorities 1. 5 1.4 1.3 5.1 6.1
Tot External Debt (1 through3) 3) | .9 | 39.0 |445 50.7 52,
‘‘‘‘‘ | (of which) Publicoebt 3 .8 | 353 402 | 422 | 43.
4. Feign Exchange Liabilities 1 3 1.3 1.7 1.3 1z
Tot External Debt & Liabilities (1 through 4) 35 2 40.3 46.2 52.0 53.
| (of which) Public Debt 3 8 36.5 407 42.2 43,
Offal tiquid Reserves 9. .8 133 1 87 1 95 1i.
: (I percerof GDP)
Tot External Debt (1 through 3) 31 2 27.3 27.0 313 30.
1. Blic and Publically Guarantzed Debt 28 8 24.7 245 26.0 24.
A. Medium and Long Term{>1 year} 28 .6 247 24.0 25.6 24.
B. Short Term (<1 year) 0. 1 0.0 104 0.4 Wz
3.IF 1 2 10 08 3.2 43
4. Feign Exchange Liabilities 1 1 0.9 : 1.0 0.8 0.7
Tot External Debt & Liabilities (1 through 4) 33 2 28.2 281 32.0 31,
Offal Liquid Reserves 9) 5 8.3 53 5.9 6.
Meo: )
_GDin billions of Rs.) 60 | 523 | 3673 10,243 | 12,739 | 14,68
Excange Rate (Rs./USS, Period Avg.) 54 "9 60.6 62.5 785 | 84,
Exange Rate {Rs./USS, EOP) 5% 12 60.6 67.3 81.0 34.
GD{in billions of US dollars) | ; 10.5 7.4 143.0 164.5 162.3 1735

*ad-March'10

Source.SBP, EAand DPCO staff calculatios

Poiive developments in the trade balance, stabiend rolst worers’ reittances, and the relatre
strigth of the U.S dollar against other internation: curreres have assisté in limiting the growthof
ED However, lack of foreign currency financing flo's has 0 played a parin the constrained growh
of JL, with the burden of daficit financing shifting ttdomex sourc:s.

Folwing is a break-up of th2 developments in the viious cagoriesof EDL:
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8.2-1(i) Public and Publically Guaranteed External Debt

Fublic and Publically guaranteed (PPG) debt consists of
all loans and bonds contracted by the government, or
in which the government is a guarantof. These include;
medium and long-term obligations from multilateral
and bilateral creditors, pakistani Sovereign bonds,
military, and commercial debt; and short-term debt
which is contracted mostly through the Islamic
Development Bark. The outstanding stock of medium
and long-term debt remained fairly stagnant during the
first three quarters of FY10, registering a net increase
of USS 200 million to stand at US$ 41.8 billion by end-
March FY10. Multilateral debt, which is the single
largest component of Pakistan’s EDL, did not witness
any significant changes during the period under review.
The project-based nature of loans contracted under
this category hinges on pakistan’s ability to instill

Table 8.10: Compasition of EDL*, FY10

TComporent . Percent
“Public & Miciﬂ"jgiug:ai_r@teed_‘g"'*"7éf5¥'—'“ i
“parsclub T 26.0%

"~ Multilateral T mow

" Other Bilateral T ae%
“Ghorttem . | 11%
—She T ek
w?_ri\'{ﬁaté Noanuarénte_é-i:_ _ | 5.9%
CIMF 13w
“Foreign Exchango Liabilites [ 23%
e S .
Total EDL (In billions of USS) ﬂﬁl—%m 53.9

* £DL: External Debt & Liabilities
Source: DPCO staff calculations

project efficiency. Also, limited access to increased avenues of multi-lateral financing has meant that the
increase in multilateral debt has been limited to USS 100 milfion.

The second largest portion of PPG

outstanding stock of Paris Club debt, net

debt is contracted from bilateral sources which include Paris Ciub
donors as well as other countries outside the Paris Club. While
inflows from ather-bilateral sources amounted to USS$ 500

no net change was witnessed in the

miltion by end-Marzh FY10 mostly on account of US$ 200 million budget support made available

through the Saudi Eund for Development.

Other major developrnents in

the outstanding stock of PPG debt include the repayment of USS 600
million international sukuk Bond in January 2010. The overall lack
although encouraging, signals limited access to foreign currency
and bilateral sources. The dearth of such financing flows has meant

of increase in the stock of PPG aebt,
debt creating flows from multilateral
that the Government has had to rely

on disbursements under the IME SBA and issuance of domestic debt to meet its financing requirements.

Going forward, with repayments to the IMF beginning in FY12, access 1o
be secured. Increased efficiency with regards to project delivery

muitilateral and bilateral sources must
will assist in augmenting these funding sources.

8.3-1(i) IMF Debt

Similar to FY09, foreign currency debt flows

concessional financing from

during the year have been dominated by dishursements

under the IMF SBA. The third disbursement of SDR 766.7 million (USS 1.2 Biliion} was made on August 7,
2009 followed by a fourth dishursement of the same amount on December 23, 2008. The recently
disbursed tranches contain an element of budgetary support as opposed to the strictly BoP support

nature of previous tranches, The outstanding stock of IMF debt now stands at

USS$ 7.2 billion as opposed

to USS 5.1 billion at the end of FY09, growing by approximately 40 percent. Out of this outstanding

amount, Us$ 1,083 million is for the purpose

of budgetary support, while the remainder is being used to

strengthen the country’s Balance of Payments. The latest tranche of approximately 1J5S 1.13 hillion
dollars was received on May 19, 2010.
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8.3{iii} Private Non-Guaranteed Debt and ForeigrExchar: Liabilties

Pritte non-guaranteed debt by end-March FY10 tood :USS 316 billih, decreasing by USS 20
mion or 5.5 percent in the first three quarters. Ot of thiamount USS$ 17 million is for private pn
guanteed honds while the remainder consists o loans.: is woth notg that substantial privte
seor debt plays a key role in the fears of a debt csis looing ove develced countries, specially 1e
Eu zone. The exposure cf Pakistan’s private secor to ternal debt isimited, thus reducing “e
vuerability of the overall cebt stork. Foreign Exchage Liaities, which mitly consist of Central Bak
Dedsits, remained fairly steble, with the outstandin stock :creasitg by a mrginal amount of UsS$ 20
mion.

8.2 Commitments and Disbursements of ExternaDebt

The has been a significant change in the pattern ocommnents fir proje and non-project aid. Me
she of project aid was 35.9 percent during 20009, wth increased t67 percent by end-Mach
20). Unlike previous years, the share of project aidn totaommitnents ts increased during currnt
fimcial year.

Comitments of foreign 2conomic assistance wre S$€88 milion ding 2008-09, while tcal
comitments amounted to $4,730 million during te firstine moths ofhe current fiscal year B.,
JutMarch, 2009-10. About 66 percent of total coymitmits durivg July- arch 2009-10 were in 7e
shie of project aid while the remaining comprisd nonroject 1iid. Tt share of BOP/Budgetry
swort in total non-project aid was 17.8 percent, »kyo Piges 7.. perce: and IDB (ST) 6.9 percat.
Diursement of foreign economic assistance durig 20099 was $4,688nillion and $2,135 milbn
dung July-March, 2009-1C. During July-March 209-10, sbursenants ¢ $2134.8 million were or
difrent purposes like Programme-loans/Budgetey Suprt ($5i1.3 mion), Project Aid ($70.1
mion), short Terrn Credts i.e. Trade Financin; ($321 million), Eanguake Reconstruction &
Reabilitation {$140.0 million), Tokyo Pledges ($58.0 illion), DPs {¢1.5 million), and Afghn
Reigees Relief Assistance {52.3 million). A summezized tde of commitnnts and disbursementeof
foign economic assistance is given in Table 8.11.

Tae 8.11: Commitments and Disbursements, FY10* {US $ millias)
Paiculars Commitments disbursements
2008-09 o _._..20010 2008-0! 2009-10
S i Quly-mech)(p) . (uly-March) (P
- "?_l___{\mount i % Share Amount % Sha Amount %wre Amount L_%ﬁsﬁhre”
I.bjectAid | 2,296 35.9 3,175 671, 1,22 | 1 | 8401 | 39.
Il an-project Aid | 4,092 64.1 1,555 3281 3,45 )8 1,295 | 60.
" a)an-Food 125 2 0 0 17! 7 o 0
bpodAd 18 0.3 o 0 0 3 o 0
c) idgetary 3,350 52.4 1,229 26 2,582 5.1 971 i 45,
swort/(BOP) ‘ j____u‘*ﬁﬁ
d)B{ST) 597 L...93 324 638 65 .4 ¢ 322 40 15
¢) ghan R.R.A. 2 9 22 0y 2 |9 22 | or
“Tol {1 +1) 6,388 100 4,730 100 | 4,68 | 00 2135 101
*sof end-Marck 2010 Sowe: Economic Affairs Divisin
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2.3.2 Translational Impact during 2009-10

while the stock consists of various currencies, for all “Table 8.12: Historical Translational Impact

intents and purposes the pakistan’s External Debt Year Translational
exposure s 100 percent dollarized, r.e. all loan o ! i ”m(]__qgs)/Giaini
proceeds are converted into Pak Rupees at the time I

of dishursement and no exchange cover is arranged.

This effectively means that the external debt
portfolio is vulnerzble to the movement of US Dollar
exchange rate vis-a-vis other currencies and rupee
exchange rate vis-a-vis USD. As Pak Rupee is not an
internationally traded currency, the other currencies I ek
are bought and seld via selling and buying Of USD. o e e e .

Historically, Pakistan has suffered significant losses o {us33)
(increase in debt stpck due to currency movements il R (,837) .
2004 . san

253 .

as opposed to increased inflows). Since 1993, ,,.....?{1_9_7,) o

pakistan has suffered an average transiational loss of
approximately Us$ 248 million per year. However,
the magnitude of these losses has been more
significant since 2000-01, with a peak of uss 3.1
biilion in franstational iosses suffered in 2007-08. 1tis

"~ Average Loss Per Year
important  to note that even in years where "'Té'_."Eg%,-;d’i’e_"dl"II}A;B;{'E‘,’,B’__A}}&E%2910
translationat losses have been limited, Pakistan has  Noter Due to unavailability of detailed data the
not been abie to capitalize on favourable  currency composition is assumed to be constant for
movements in international  currency markets.  years before 2007.

Furthermore, these figures only measure the losses Source: DPCO stoff calculations

caused by movements in US Dolar vs. Third currency
and not losses caused by appreciation of the dellar against the pak Rupee.

The relative strength of the dollar against the Euro, Yen, and Pound Sterling has had a positive impact on
pakistan’'s EDL. During the first nine months of Fy10, Pakistan witnessed a transkational gain of
approximately Uss$ 242 million. Sharp appreciation of the dollar against these major international
currencies caused a reduction in the UsD equivalent of pakistan’s forelgn currency public debt of
approximately UsS 924 miliion in the third quarter of FY10 alone. Going forward, continuing fears of
high ievels of debt in the Euro zone are likely to maintain the relative strength of the dollar. However,
the historic losses due to international exchange rate movements underline the need for a
comprehensive currency hedging framework to be put in place. In this regard, the Debt Management
Commiites has undertaken the formutation of a strategy to hedge the market risk inherent in Pakistan’s
external debt portfolio.

8.3-4 External Debt Servicing

Sovicing of external debt and liabilities during the first nine months of FY10 amounted to Uss 4.3
nittion. Out of this amount, USS 3.6 pillion was for principal repayments during the period, while the
interest cost on external debt and liabilities reached Uss 771 million. When compared to a stock of
approximately UsS 55.2 billion at the end of FY09, the relativety smatler amount of interest payments
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mad:during the first three quarters cf FY10 signal “rable13: Pakisan's Extnal Debt Servicing {Smitlian:

towzls the concessional nature of most of the Yea Actual | Amount Total
foreh ioans contracted by Pakistan. The butk of the | AnountPai | RolledOver |
serving, approximately 63 percent, was on behalf of ... .FY¢ 2783 .. 1200 4,083
publ and publically guaranteed debt, with foreign Eii 5'233 - 1’288
exchige liabilities and private non-guaranteed debt o 3:122 "1'}_60
make up a small portion of the total servicing ™ "my¢ ¢ a728 . 1500 | 6328
amont. Principal repayments of public and publically  sv1 | 4345 . 1223
guaniteed external debt also include the US$ 600 _* As end-Marh 2010 Source: SBE
millia repayment of the International Sukuk Bond in jnuary 110.
8.3-'External Debt Burden and Sustainability Indicabrs
To aain a holistic picture of the burden placed by exernal ot on tie econmy, historical changes
the srden, and to ascertair future direction and theats tthe sutainabiy of the debt stock, &
analis of ratios linking ievels of debt and debt serviing to acroecenomic indamentals, specificals
of tf external account of the economy is mandator. Maning the levels f external debt, and th
risksssociated with them pose policy makers with a (fferenet of ctalienge. While EDL expre.sed 3
a peentage of GDP might be a common means f mearing tre indefedness of an econom.
repanent capacity is more sccurately captured throgh expssing tie leve of debt as a percentag
of ti economy’s foreign exchange eamings and reseves. Adtionaly, analys of the current accour
defic provides important clues as to the future dectionf the externatiebt path. A nil curres
accent deficit before interest payment and higher grwth inreign ixchangtarnings (FEE) comparel
to tf interest rate paid on EDL will ensure a decline hEDL bden over time.
Tabl2.14: External Debt Susiainahility tndicators, FY05-FLO™ A
. FY65 . FY6 Y67 | FYC | FY0S ¢ FYiOF
T N B N T 8.2'55}_6""”;” Fr R AL
TP T 1s3% 1 13% 0 28% C173% 0 11.8%
“Nomterest Current Account Deficit | -29% 0% . 2.9% 7% . 44%
S o Enbt e e S I
Gronmedl U lew | sw Teaw s 23w
" Grovh in FEE o C211% | 18% | 5.3% 42% . 3.2%
* . Mt Stock as of end-March 2010, FEE end of year proje.ion
FEE:oreign Exchange Earnings, STD= 5hort-Term Debt, FEEForeigixchang: Resery
Serce: DPCO Staff Calculatios
\
|

in ste of a marginal increasz in the stock of EDL in tk first ree quaters ofY10, EDL as a percentag
of OP has declined to 31.1 percent; a reduction of 00 bpa nine nonthsdowever, as the figure f
EDL for end-March 2010, and the GDP is projected >r the vole yeer, a slig: increase in this indicatr
is mected in QAFY10. Historically, Pakistan has hadsery lired reliince onhort-term external det,
the by reducing the refinarcing risk to the country debt >ck. Byend-Mich FY10, STD declined >
1.12rcent of total EDL as opposed to 1.3 percent in YO9.

An verall improvement in the external account, capled vh limit:d foren currency debt creatig
fiov, has led to a decline ir the general external inebtediss of the couny. A marginal decreasen
EDEER reflects the recent -onsolidation of foreign:xchan- reservzs, and general improvement f
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the country’s repayment capacity. Growth in exports and robust workers’ remittances has led to a

reduction in EDL and EDL service as percentages of FEE. if such performance is sustained with regards to

exports and current transfers, the repayment burden on the economy will be significantly fessened. A

reduction in the non-interest current account deficit also eases pressures on the debt portfolio going

forward. However, the presence of a chronic non-interest current account deficit needs to be addressed

to ensure sustainability of the external debt stock, particularly in light of a rebound in international .
commodity prices.

Although Pakistan’s stock of outstanding External Debt consists mostly of long-term concessional rate
loans from multilateral and bilateral donors, the addition of the IMF SBA which includes tranches with a
shorter repayment horizon and relatively higher interest rates has skewed the maturity profile of the
debt portfolio. The majority of repayments are 10 be made in the period 2011-2025.

8.3-6 International Capital Markets

Access to international debt capital markets has been employed by many emerging market economies
successfully. Although the cost is higher than the concessional financing provided by multi-lateral
institutions and the risk of adverse impact from currency movements remains, borrowing from glohal
capital markets is seen as a vital step in the development of financial markets domestically and in setting
a benchmark for sovereign paper.

Table 8.15: Performance of Pakistan’s Soverelgn lssues (as of May 18, 2010)

Issuer | Maturity Amount Coupon Spread over
{USS million) (%) ___UST (bps) .
_Islamic Republic of Pakistan | Mar31,2016 500 7125 oM
1slamic Republic of Pakistan ! Jun i, 2017 750 6.875 | 541 .

Source: JP Morgan

Pakistan has successfully tapped the international markets in the past. The sovereign issues of 2016 and
2017 are currently trading at 544 bps and 541 bps over UST {(as of May 18, 2010) respectively. This
shows that the yawning spreads have recovered sharply only recently in response to a gradual recovery
in the international capital markets. ‘ '

Fig-8.5: Performance of pakistan Sovereign Issues against EMBI+
140 -

120
100

80

60

40 + reeeve-re. Paklstan 6.875% due 2017 Price
2‘0 e Pakistan 7.125% due 2016 Price
EMBIPLUS ESP Price
0 ¥ 1 T - H T

2-Jul-07 2-Jan-08 2-jul-08 2-Jan-09 2-Jul-09 2-Jan-10
Source: 1P Morgan




Public Det

The.scal year 2009-10 was characterized by the roayme of a naturingnternational ljara Sukk
Bonworth USS 600 million due on 27 January, 2010vith noew isste. Pakian does not consider tfs
foraa viable option in the short-term given the sti high ylds on the exiing issues. However, its
imptant to keep the investor base intact. The trendn the wformaice of tkistan sovereign issuess
neas in line with the Emerging Markets Bond Inde Plus {e Figue-8.5). he 2016 and 2017 issus
hav fared weil in the recant months owing to ome sbility «n the omestic horizon due >
govnment’s consistent efforts to put the economy ack onack. P&istan gns to continue accessig
inteational markets, thouzh opportunistically, scthat t presence of’akistani paper in thee
marts remains visible.
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Pyverty * 9

Povey is about denial of opaortunities and fulfilmer of huan pot:ntial. Fverty and inequality ar
close related, and inequalitv appears to have beenmn these wordwide recent decades at bot
natical and international levels. More than 80 perznt ofie word’s poglation lives in countrig
whe income differentials are widening. The pooresti0 pernt of tle worls population account fc
only percent of global income. On the other hand, he ricist 20 rercent :count for 75 percent ¢
worlincome, according to the United Nations Develoment ogramne.

Povdy is the principal cause of hunger and under narishimd. Accoding tenost recent estimates &
the rod & Agriculture Organization of the United Ntions (.0, 2009), theumber of hungry peop:
wor wide has reached 963 miltion, or roughly 15sercen>f the :stima’] world population. Ths
reprents an increase of 142 miliian over the figure fr 19902.

Povty essentially consists of two efements, a naowly-tfined ‘income poverty and a broadr
con:pt of “human” poverty (referred 1o as the povrty of porturities byate Dr. Mahbub ul Hac.
incae poverty is defined as the lack of necessities r mininm matrial webeing determined by th
natinal poverty line. Humar poverly means the derat of clices anl oppounities for a tolerable liz
in aeconomic and social aspects.

Thr: poverty measures are commoniv used;
a) ead count ratio (HCR): the pronertion of popation fow the nation or international povery
ne as the case may be.

b) overty gap ratio; a measure of poverty obtaird by nltiplyirg the tad count by the averae
elative distance at which the poor are from the pverty e.

c) everity of poverty meesure; wheie the weighigiven teach [oor peon is proportionai to te
quare of the income shortfall of the poor from te pove/ line.

Thhead count ratio is a crude measure of povert “pogon Povirty Line: Historical Perspective (s}

bewsse it completely igncres the gap in income  “yq, Poverty Line

fro the poverty line and the distribution of incom 19895 673.40

anng the poor. The severity of poverty index he " pc01 T 380

rac desirable properties. Soces T T Terses
Socoe 0T ea8.47

In ase of Pakistan, poverty line is calorie-baset

Ex:nditure on calorie intake of 2350 calories pc
adt equivatent per day, alongwith consumpticn:xpencire on non-fol items, is aggregatedtio
costruct a poverty line. This poverty line Is adjsted athe time of tt poverly estimation aer
aounting for the inflationary impact in interveningcars.

o)
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poverty Cverview - Glohal Profile
5iobal Poverty Trends; 1981-2005

poverty is most often measured in monetary terms, captured by levels of income or consumption per
capita or per household. The commitment made in the Millennium Development Goals to eradicate
absolute poverty by halving the number of people living on less than $1.25 a day represents the most
publicized example of an Income focused apnroach to poverty.

Based on income approach, the tast 20 years have seen a significant reduction in the depth and severity
of extreme poverty in the developing world. In absolute terms, extreme income poverty has fallen
cubstantially, with the number of people living on less than $1.25 a day having declined from a high of
1.9 billion in 1981 to a low of 1.4 billion in 2005. In refative terms, the proportion of people living in
extreme poverty more than halved from 52 to 25.7 percent during this period.

As a consequence of the fast economic growth and increase in standards of living, developing countries
in Asia and the Pacific made significant progress in reducing poverty, Fifteen countries representing 93
percent of the population witnessed their headcount poverty rates reduced from 52 percent in 1990 to
around 25 percent in the mid 2000s (Table-9.1). Decline in poverty rates were sharpest in China,
Indonesia, Vietnam and Thaitand. In only one of the countries shown in the Table i.e. in Turkey, did the
poverty rate increase over the period.

Table-9.1: Poverty reduction betweean 1380 and the mid-2000s
; ' % age share of

| Headcount j Number of Poor (Million} i

i i povertyrates | ! each country in

l ! Initial f Final Initial ‘ Final E Poverty % roverty
Country b Peuod % redurtion | reducdon
_Banglades! . 1992:2005, : L
‘Cambodi 1994-2004 | 48 '

“China (raral) | 1990-2005
_China (urban)

india (rurai)

1088-2005

w T aess00s | 475 | .2
lindonesia (ruraly | 1987:2005 1705 | 280 |
“indonesia (urbany | 1987:2005 | 620 187
“lran {isiamic Republicof) | 1990-2005 | 39
Kazakhstan | 1996-2005

Lao People’s ‘Demacratic I

A o]
Republic 1992-2002

Cpawistan | 19912005 | 643
“phiippines | 1988:2006 1305
“Russian Federation | 1993-2005 28 |
Sritanka !"1gg5-2002_| 200 |

e e i A e
T

Thailand 1988-2004
CTurkey
vietNam
mMedian
T N RS E “lisve Tmece | Sseo 1000

“ Source: Economic and Social Survey of Asia and the Pacific 2010. ESCAP, UN
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Theotat number of poor in the 15 countries showna Table was r:duced gnificantly to 596 millic:
fror1,493 million in 1990 tc 857 in the mid-2000s. Imost of thereductih took place in just a fev
couries of which China represented 79.5 percent ad Indo:sia 11.} percet. In other countries sun
as (mbodia, India the Lao People’s Democratic Repblic ar the Phlippinethe cuis in poverty rats
wer insufficient to reduce the total number of poc. Indiaad 28 nillion iore poor in 2005 than
1928 according to ESCAP {UN}.

As -pards poverty status iv Pakistan, no uni-diredonal ovemesrt of had count ratio has bea
ohsved. The HCR ratio of 30.6 percent in 1998-9, incrsed to 34.5 pcent ir 2000-01, befo=
decing to 23.9 percent and 22.3 percent during 200-05 ar2005-05.

In alobal perspective, the reduction in employmenand inme opportunits since 2007 has led tca
corderable slowdown in the progress towards pvertyzduction and 1e fight against hunge.
Estiates by the Departmen: of Economic and Socialsffairs the Unted Naons suggest that, in 200,
heteen 47 and 84 millior more people have rewained oor or will hie fallen into poverty n
dedoping countries and economies in transition tha woulhave b:en thease had pre-crisis growh
cornued its course. This setback was feft predominatly in ist and jouth Aa, where between 29 ad
63 illion people were likely affected of whoem aboutwo this werein Indii{Source: World Econonc
Sitttion & prospects 2010, UN). By these estimats, the-isis ha trappl abou: 15 million mce
pecle in extreme poverty in Africa and almost 4 rillion itatin Anerica nd the Caribbean. In te
outok for 2010, the economic recovery is expecte«to encirage aresumpon of the declining tred
in ghal poverty in the vears prior to the crisis. Nonchelesss growt in incne per capita is expectd
to 1l well short of pre-crisis levels, poverty reductin will 1l be siznificany less than it would hae
be¢ under pre-crisis trends.

Cenin Developments with Felevance to Incidence oPovert

Aft a high growth rate cf 6.8 percent in 2006-7, Pakan ha: expernced a declining rate »f
eccomic growth, during 2037-08 and 2008-09 {3.7' and 1% respectively Howevar, there has ben
an crease to 4.1 percent in 2009-10. As may be sea, the gwth rae declizd, given the internationl
eccomic crisis during 2008-19 - although it was not egatives in caxe of soie other countries.

Inftion which was declining over 2004-05 to 2007, stazd incri:asing nce 2007-08 and touchd
theeak of 20.77 percent in 2008-09 in line with se wor inflaticn trendinflation has subsidedn
200-10 but is showing an upward trend of recer. Foodifiatior whichias immediate impact n
po'rty, increased to 23.7 percent in 2008-09, butleclinete 12 sercenty 2009-10. However, ilis
shuing an upward trend of recent.

Unmployment rate decreased to 5.2 percent in 207-08 fm 6.2 fercent - 2006-07. However it hs
incased to 5.5 percent duting 2008-09. Agriculturisectorhe largst soue of employment {45.15)
albugh improved in terms of growth in 2008-09 is rojecteto witress a loer growth rate in 2009-0
i.e2.0 percent. On the otter hand, the Services sctor, tl seconi largesjob provider (34.5%} ad

hang the highest employment elasticity, is expecte to groat 4.56percen'n 2009-10 compared wh
1.t percentin 2008-09.
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in spite of world economic crisis, job loss for Pakistani emigrants, among others in countries of
destination, and world forecast for lower workers remittances, workers remittances in case of Pakistan
are showing a robust upward trend; estimated at $5.3 billion in 21007-08, $6.4 billion in 2008-09 and $7.3
billion during 2009-10 {July-April}.

A maijor factor in operation over the past two years which could have possibly mitigated pressure On

poverty has been the substantial increase in support nrices of wheat, the largest staple food crep, which

were raised to Rs950/40 Kg from Rs 625/40 Kg in September 2008. Prima facie, the increase in support -
prices in conjunction with 2 much larger commodity procurement program run by the government

(under which 9.2 million tons of wheat was procured in 2008-09) has led to a substantial cash injection

into the rural economy.

On the flip side, however, there are more “consumers” than “producers”, and the income transfers to
the rural economy come at the expense of the urban population. While the Benazir Income Support
Programme (BISP) caters to the needs of the ‘poorest of the poor’ of the society in terms of cash
assistance for day to day subsistence, it is targeted primarily towards rural areas. There is anecdotal
evidence that the ranks of the vulnerable in urban areas is increasing, especially in the jow-income
category. To this extent, 3 better targeting — or wider coverage — may be needed.

For the current financial year, an amount of Rs. 70 billion was allocated, to target 5 million vulnerable
families. Expenditures amounting to Rs. 17.8 billion were incurred up tili March, 2010. In FY 2008/09, a
total of Rs. 14 billion was disbursed to 1.76 millior: beneficiaries in the shape of a cash grant of Rs 1000
per month. '

Box-1: New Internationa! Poverty Line

The dallar-a-day paverty line has its raats iri the purchasing pawer parity [PPP} exchange rates generated by the
International Comparison Program project, undertaken jointly by the United Nations Statistics Divisian, the world
Bank and the University af pennsylvania. The PPFz were used first to construct an vayerage” poverty line for 3
group cf countries for which the internatianal Comparisan programme provided information and then to canvert
this comman line intd national currencies in arder to estimate the incidence of poverty using natianal
distributional data. The Programme has produced three rounds af estimates; in 1985, when the programme
cavered 22 countries, with a poverty fine of $1 per person per day; in 2000-20001, when the estimates were
revised using the PPP exchange rates of the program’s 1993 round with a poverty line of $1.08 per persan per day;
and in 2005; when the programme produced new estimates using its 2005 PPPs, with the poverty fine raised ta
§1.25 per person per day. Each subseguent round leads ta a re-estimation of the incidence of poverty.

The potential strength of the manetary poverty-line appraach, entailing, for example, the dollar-a-day line, is -
considerable; it defines absolute poverty in 3 simple manner which is intuitively attractive and seems to provide a

universally applicable definition for making comparisans among countries cross-sectionally as well as {for single
countries) inter-temporally.

Growth-Poverty Nexus

Both the global crisis and deteriorating security situation in South & South-West Asia countries saw
economic growth come under pressure in 2009 decelerating to 2.9 percent as compared to 4.7 percent
in 2008 (Table-9.2). Barring Afghanistan, a country highly dependent on foreign aid, India achieved
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hivest growth rate at 7.2 percent in 2009, Grovh conicted ir only to countries, Maldives nd
Tey.

Tde-9.2: Rate of economic growth and inflation in Sown and Sth-Wes: Asian @nomies, 2008 to 2010

{Percentge)
Real GP Grow Infiation
2008 209 2.010. 218 2009 2.01C
_ rojection) (Projectin)
Scth and South-West Asia 4.7 9 6.1 15 11.2 | 8.4
Ahanistan 3.4 1.1 7.6 28 -10.0 8.4
Bigladesh 6.2 9 6.0 9 6.7 6.0
Bttan 5.0 7 6.6 8 7.2 8.4
Ina 6.7 2 8.3 9 11.9 75
1r: {Istamic Republic of} 33 0 5.0 25 16.0 15.0
Mdives 58 -6 2.1 13 85 6.0
Neal 5.3 7 3.5 7 13.2 7.5
Pistan 3.7 2 4.1 10 20.8 9.0
Sianka 6.0 .5 6.0 26 3.4 856
Tkey 0.9 -0 3.0 14 6.3 7.2

Source: Economiand soc survey if Asia o the Pacific 2010 (ESCAP, IN)}

GP Growth, Employment and Poverty HeadcounRatio

Piductive employment is the economic foundatio of dent worl. Increied focus on the generzion
odecent work opporturities is central to achiving tf goals 2stablised by the United Nabns
Nlennium Summit. Access to productive. Work tht provis an acequateicome for working menind
wmen and is the surest route out of poverty. As aown ifable-93 therexists a negative correlzion
hween GDP growth rate and poverty head cour and aositive torrelasn between unemployment
al poverty head count raio.

Tie-9.3: GDP Growth Rate

1998-9912000-012003-04 ;| 2004-05:2005-6 20067 | 20070820009 12005-10/2010-11;201-15
vrld - - 4.9 4.5 51 5. 3.C -0 4.2 4.3 43
Sith Asia - - - - - 3. 5.7 5. 6.9 7.4
Pistan 4.2 2.0 7.5 9.0 5.t 6. 3.7 1. 4.1 -
temployment Rate
wrid - - 6.3 6.2 6.0 5. 6.C 6. - -
Sith Asia - - 53 5.4 5.2 5. 5.4 5 - -
Ristan 6.1 6.0 8.3 7.7 7.£ 6. 5.z 5 -

Prerty Head Count Ratio
Sith Asia | 38.42

{2001~ - - 40.3
O2) -
Fdistan 30.6 34.5 - 23.9 22. 28>

* 29.3% target to reduce HCR of 58.5%, living an less tan 51.2)er day n 1990 treduce poverty to half of 980
cper MDGs.

hte: In 2005-6, Pakistan nod achieved the 2015 targt of hahg povetty using?90 (58.5) as the base line
Sirce: (i) World economic autlook 2010. IMF (ii) glbal enpyment trends 108 1LO (iii) Pokistan Naonal
gounts 2010 fiv) Pakistan lrbour force survey 2008-0Yv) Rettking porerty, reprt on the world social sitution
210 UN (vi} Pakistan Ecanoric Sutvey.
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Accelerating economic growth is necessary but not sufficient

sccelerating economic growth is necessary but not sufficient to bring down poverty levels. As past
experience in the case of Pakistan and other countries has repeatedly suggested, periods of high growth
that have occurred at the expense of macroeconomic stability do not tend to produce the desired
outcomes with regards to poverty reduction in a sustainable manner. ‘ -

The challenge is, as always, how to make growth more inclusive by spreading its benefits to large
segments of the population. The allocation of more resources for the provision of basic services such as
education, health sanitation, and housing particularly for those belonging to lower income groups, and
targeted programmes for the benefit of the poor in the broader framework of social protection, as is
being done over the past two years, remain critical drivers of long run reductions in poverty.

World Econornic Growth Prospects

While the world economic situation has been improving since the past six months, the globa! economic
recovery is expected to remain sluggish, while un-employment rates are expected to stay high.
Developing countries, especially those in Asia, are expected to show the strongest recovery in 2010.
Nonetheless, growth is expected to remain well below potential and the pre-crisis levels of performance
in the developing world. As a consequence, it will take more time and greater efforts to make up for the
significant setbacks in the progress towards poverty reduction and the fight against hunger, as well as
the other Millennium Development Goals. The crisis has impacted severely, on low-income countries
and the most vulnerable. Even given the signs of economic recovery, many are still facing declines in
househald incomes, rising unemployment and the effects of dwindling government revenue on social _
services. Where these adverse impacfs cannot be countered because of weak social safety nets and lack -
of fiscal space to protect social spending and promote job creation there is a high risk of long-lasting

setbacks to human development.

Inflation Behaviour and Prospects

Just as the sharp rise in food and fuel prices generated a rapid acceleration of headline inflation in both
high income and developing countries during 2008, and the un-precedented slowdown in the global
ecanomy witnessed a mixed trend of inflation during 2008-09. The median rate of year-over-year
consumer price inflation in high income countries, which peaked at 5.2 percent in mid 2008, turned
negative in July, but was 0.6 percent in November 2009. The median inflation rate in developing
countries has declined from a peak of 12.4 percent in mid-2008 to only 2.6 percent. Notwithstanding the
declines in headline inflation, core inflation has remained relatively stable in high-income countries.

inflation developments have changed drastically among middle and low-income countries. Median
inflation in low-income countries peaked at 15.4 percent in the middle of 2008, but as of October 2009 it
was 1.2 percent well below the levels observed before the food and fuel boom. However, food inflation
in developing countries has not been falling as rapidly as overall prices in the two-thirds of developing
countries for which data are available through May 2009. As a result, by the end of May 2009, food
prices in developing countries had risen about 8 percent faster than non-food prices, when compared
with lanuary 2003. This suggests that the poor in these countries may not be benefiting from lower
internationat food prices to the same degree as the poor in richer countries and that a significant
portion of the 130 million pushed into extreme poverty during the food price spike may not have exited
poverty as might have been expected given the fall in international food prices.
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Tab-9.4 : Summary of Inflation

Average | | Projections
1992- | 2002 | 2003 20049 2005 12006 {007 008 109
2010 2011 205
2001 o
Advce 2.5 23 1 24 | 20 21 122 |21 |38 | &8 ! 16 | 17 | 2
Ecomies N
Emeging
anc
Derloping 8.5 3.6 4.4 4.5 6.0 6.1 3.5 0.3 S 4.9 4.6 4)
Ecoomies

&Srce: Wirld Ecarmic Outlook April 2010 {INF)

~Tab-9.5 : Pakistan Inflation Profile

2001-02 | 2002-03 | 2003-04 | 20005 | 20-06 | 2(06-07 |207-08 2008-09 2,2?:0
1. >neral CPi 3.54 3.10 4.57 2 32 177 12.0 20.77 11.4
{ Food 2.5D 2.83 6.01 12,3 €2 :0.28 l17.64 2370 & 120
2. P 3.37 3.58 6.83 11.5 2 0.82 {16.81 23.41 | 12.9

Srce; Eccromic Aviser’s Wing, Finance Divisin

Fol item weightage in the sonsumer basket (CP1) = 0.34%

Fol item weightage in the tonsumer basket (SPl) =bout 7%

Tak-9.6 : Food Weights in CPi

-Eccamy Share (%) Ecoromy Share (%)
Cha, People’s Rep. of 33.20 ~ ~_Maliysia 30.0
Hog Kong, China 26.94 - Philipmines 46.58
— 7 o0 Singmore e
Intnesia 42.30 Taipei China 25.00
Koa, Rep of 14.00 Thaiand 3271
- ~ Pakstan 40.34
Source: 128

Iract of rise in food prices on poverty

Tt rise in food prices is warrisome precisely becase fooorice inlation ithe most aggressive ofall
ta:s — it hurts the poor tha most. The effects of ring fooprices vill diff: across households. Thre
wi be some households :hat may benefit fromigher ices; tiere m/ be households that re
acersely affected. Rising fcod prices may lead to inome gas for n:t prodiers who are in rural aras.
Tk food price increase shculd contribute to higherncomefor theie net srplus producers. Howeur,
tohe extent that net surplus producers tend to B the ratively well-of rising food prices mayoe
exected to adversely affect even the rural poor. Cetainly £ urbanpoor, wo are food consumers ad
urkely to be food producers, can be expected to sifer mo from rsing fod prices.

Inais context, it is important to examine how diffeznt grois will ke affec:d by rising food prices. is
ab important to investigate what would be the netmpact’ food (rice incases on poverty. Concens
ovr high prices are mounting because inflation:ats in real ilcomesind expenditures and an
urermine the gains from poverty reduction and uman :welopnent th: develcping counties hve
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achieved over the last decade or so.

in order to gain a sense of the varying impact of increases in food prices on different subgroups of the
population, food expenditure shares by income quintile are examined in table below in case of
gangladesh, India, indonesia and Philippines which may serve as a fair proxy for Pakistan {Table-9.7}.
The average share of food in total expenditure is inversely related to income across quintile groups, as
seen from household expenditure survey data from Bangladesh, India, tndonesia, and Philippines. it is
perfectly clear that poorer papulation subgroups spend a larger share of their total expenditures on
food than richer oras. in each of the four countries, a clear majority of the expenditure of the poorest
20% is on food. In contrast, the share of food in total expenditure tends to be around 25 percentage
points less for the richest 20%. As a result, the poorer population subgroups are more vulnerable to
rising food prices

Table-9.7 : Share of food expenditure to total expenditure (percent)

Quintile | Bangladesh | India_ indonesia | Philippines
E— L 69.3 620 { B
i A I T S

B A o

Source: Special Report Food, Prices and Inflation in developing Asia {ADB). April 2008

To the extent that some househoids produce {and consume) their own food, they will tend 1o be
relatively shielded from increases in food prices. In fact, those with a marketable surplus may even
benefit. Nevertheiess, the household expenditure survey data used here suggest that far all quintile
groups in all four countries, a majority of food consumption is purchased. In the case of rice, for
example, typically an average of around 70% or more of total rice expendituresis purchased in any given
guintile group in rural areas. A smaller percentage is purchased for some quintile groups in rural

Bangladesh {a little les than 60%). However, this is for the top two quintiles.

Employment — Poverty Scenario

As a stylized fact, strong positive correlation exist hetween employment generation and poverty
reduction. Increasing opportunities for decent work is central to shaping an enabling environment for
the achievement of the goals of the Millennium Declaration. This will entail crucial choir-s about the
pattern of development. Dialogue, involving trade unions, employers’ organizations and others, is vital
to finding the right balance of pelicies for employment creation, productivity growth, and poverty
reduction.

Global Prospects

Labour market will remain weak in the outlook. The experience of previous recessions shows that
employment recovery typically lags output growth by a significant margin. During the last two recessions
in the United States {in 1991 and 2001), for instance, output started to recover after eight months, while
it took 30 and 48 months, respectively, pefore unemployment rates were back to pre-crisis levels.
Reccvery from the present crisis has only just begun and large output gaps remain characteristic of the
situation in most major aconomies. This will slow new hiring until output growth has become raore
robust.
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Labsr market conditions in developing countries az expead to rmain fficult in the outiook fr
thre main reasons. First most of the 47 million new rorkerstho ent:r labot marke:s worldwide ean
yeawill be searching for johs in developing countrie:1n Asizlone fa incre@ an estimated 51 millia
addonal jobs will need to ce created to absorb tht regics growng labur force during 2010 ard
201

Secid, as in developed countries, employment cration ideveloing coitries Is expected to g
outit recovery.

Thir, the shift to informal sector jobs during the cris will lily be leng lastg for many workers. Tts
addconsiderable pressure on earnings for those inulnerae emphymentind will keep the level f
worng poverty high, especilly in rural areas wherjob oprtunities are ready scarce. In additic,
on p of vulnerable employment, as social protectioicovera is reldively liited and working povery
levs will increase. This will be difficult to reverse as oserven previus cris.

As zards Pakistan, whereas labour force employed 1 agriciure ani indusy increased in percentae
ters it has decreased in tie services sector in th year J38-09 over tt year 2007-08. This isa
sigricant development in tte employment perspecte; give the hithest enloyment elasticity in ti2
serces sector. However, the Services sector has =coven to a irowthate of 456%. Share |
agrulture, industry and services sector in Pakista was 4.6% 2).1% al 35.3% during 2007-@
comared with the respective

PRS-11 -- Profile of Pro-poor Expenditure

PR¢ pro-poor expenditures are reported regularly uder fivoroad ategorii i.e. i) iNarket Access axl
Comunity Services; i) Himan Developiment; ii RuraDeveloyment;v) Safety Nets; and /)
Go'rnance. These five categories cover 17 pro-poorectors r trackng of bigetary expenditures.

Prcoor spending is significantly rising over recent ears; fm 3.77 percer of GDP in FY 2001-02 o
7.4 percent of GDP in FY 2008-09 which remainecwell ave the projecd expenditure of Rs.70
bilin for the year. Aggregate pro-poor spending fr the st nine monthof current financial ver
20(-10 amounts to Rs.-651.2 billion which has inc:ased tm Rs. 318.0 hion in the correspondig
perd of the previous financial year 2008-09, showig an urend 0!5.4 peent (Table-8). An amout
of | 860.0 billion was projected to be spent in FY 209/10 vich woild be 61 percent of GDP. Actul
expnditure during July-Marzh FY 2009-10 represent 75 pernt of te projeded pro-poor expenditue
forie whole FY 2009-10 and represents 4.3 percent:f estinted G’ for theurrent financial year.

Anpward trend is observed in the expendituresof thr categiries, Fman Development (1.0
pernt), Rural Development (14.49 percent) and -overnice (4532 pennt} between FY 2008-9
(Ju-March) and FY 2009-10 (July-March). An amunt ofs. 234, billioiwas incurred on Humn
Derlopment during July-March, 2009-10 as compard to R 200.5 sillion ithe corresponding perid
of ‘evious financial year. Ir Human Development, il threeectors,Educatn, Health and Populatin
Planing registered growth with Health represenng themaximum YoYncrease of 27.6 percat
folwed by Education experditure depicting a YoY irrease 114.12 [ercent.

A rurring pattern is the rise in expenditure relateito Govnance, from F 104.7 billion during Ju-
Mch 2009-10 relative to Rs. 71.9 billion during thesame yiod of FY 200009, largely attributabieo
incase in Law & Order expenditure explained by te inteni confict and ilitancy compelling highr
owiys on public safety and security.
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Safety Net shows a significant YoY decrease, 18.28 percent which is mostly concentrated in Subsidies,
showing 26.96 percent YoY decrease. Within Safety Met, in Y 2008-10, Social Security& Welfare record
an impressive growth of 556.6 percent over the corresponding period of previous year. Expenditure on
Safety Net moved down from Rs. 203.5 billion in FY 2008-09 (July-March} to Rs. 166.3 billion in FY 2009-
10 (July-March) while on Social Security & Welfare, it increased from Rs. 17.3 billion in FY 2008-9 to 27.1
billion in £Y 2009-10. Consistent decline in the outlays on Subsidies reflect a shift in resources towards
programmes comprising Social Security and Welfare. Under the IMF Stand By Arrangement in place
since November 2008, the Government of Pakistan is committed to gradually replace the subsidies with
direct and targeted ~ssistance to the poor and needy.

Table 9.8 : Social Sector and Poverty Related Expenditures Rs. In Billion
: : i i 08-03 | 09/10

03foa | 0afos | 0s/os | 08f07 | 07/08 osfeg | {iul- | (k- 09/10
E Actual | Actual | Actual i Actual | Actual | Mar) Mar} | Projected

| i Actual | Actual

|
q
1

Sectors H I
01/02 02/03 1
; Actual

| Actual i Actual
1

i Market Access and | |

: _ 1 1045 | 1218 | 60 51.7 70.2
_Community Services o - _
. Roads, Highways &1 63 gs | o6 | 486 | 388 59.2
Brdges e e I
i water Supply & 19.5 922 © 114 | 129 1.0

. Rural Development  ~
i, Peoplios WoiKS
Bepmramme-7

1. Safety Nets
X Subsidies*<* _
G, Social Security & |
weltare ‘
“an foed
‘_Prcgramme

i Peopes
Programm

¥iv, Matura
ost Housing 03 | 06 06 | 03 | 037 15
i 505 7.2 94 1139 | 719 | 1047 | 505
474 1.1 2.1 58 104.7 66 976 | 437
| 32 s6 | 51 6 9.2 5.9 7.1 6.8
TYotal 661 | 205 | 2613 '}Ts“.i—"'*?féf T426.7 | 1042 5772 | 618 | 6512 | T860.0 -
A5 % of GDP 377 | 433 1 463 481 | 493 | 489 9.7 7.46 57 | 43 | em
* agriculture sector has been included for tracking PRSP expenditures instead of irrigation with effect from FY 2008/08
#x Village eloctrification has peen replaced with People Works programme-!lin FY 2008/09 .

=% +Euod subsidy hasbeen renamed as subsidy with effect from FY 2008/09
#+#% Khushal Pakistan Fund has been renamed as People Works programme-1 from FY 2008/09
Source: Finance Oivision.

The proportionate shares of respective expenditure categories in Pro-Poof spending for FY 2009-10
illustrate a change from FY 2008-09 (Table 9.9). During July-March, FY 2008-08, Safety Nets holds the
maximum percentage share, 32.93 percent, followed closely by Human Development, 32.44 percent.
Rural Development holds the third largest share, 13.28 percent.
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Tak 9.9: Percentage share in aggregate Pro-Poor expeniture

\ctual % share
Seors 2008/09 )09/10 008/09 2009/10
{July-Marct {Jy-March {}ly-March) (July-Mara)

1. hrket Access and Comrmunity Services 60.0 51.8 9.71 7.94

I1. iman Develobment 200.5 235.7 32.44 36.02
1. sral Development 82.1 94 13.28 14.43
iv.afety Nets 203.5 58.37 32.93 25.53
V. vernance 71.9 104.7 11.63 16.08
Tol 618.0 44.57 100 100

Source: Finance Divion

Dwng nine months of current financial year, 209-10, uman Jevelopent holds the maximm
pryortionate share i.e 36.02 percent, 3.58 percen pointsigher ban therevious year, followecby
Saty Nets, 25.53 percen:, representing a declin of 7. percert pointover the same periotin
prrious financial year. Shares of Governance i. 16.0&ercentand R-al Development ie 1443
peent, represent an increase over the previous fiancial ‘ar. Maket Actss and Community Serice
hds the smallest share compared to other categor:s, in bh the y:ars.

Oler Initiatives to Alleviate Poverty
{iBenazir Income Support Programme (BISP)

Beazir Incoine Support Programme (BISP) caters tathe news of the ‘poore of the poor’ of the soc:ty
nconly in terms of cash assistance for day to day sbsisteie but aso enaing them to exit the vious
cye of poverty. An amount of Rs. 70 million wasillocatc for th: currei financial year, 2009-1t to
tzet 5 million families. Expenditures amounting t(Rs 17.villion vere incrred up till March, 201( In
FY008/09, a total of Rs. 14 billion was disbursed » 1.76 illion beneficiazs in the shape of the ash
gnt of Rs 1000 per month.

inially, the targeting of the beneficiaries ws carnd out throuy Federal and provirial
piiamentarians since there was no poverty datan the wntry. since, tare was an urgent nee to
pwide relief to the poor, it was decided by the lanageent boird thathe targeting may be ane
tbugh the Parliamentarians to identify beneficry fanies. However,in inclusion and excluion
cieria was devised, based on the information avilable 'th NAIRA. Thsaid criteria were usecby
NDRA while processing the BISP’s application forrs recomendedby the irliamentarians.

Rorms of the targeting process: poverty survey - paradim shift

Inursuance of the international best practices, itwas fethat a nore oective method of targeing
tt beneficiary families is needed. THerefore, with ne helpf Worll Bank ie Government has decled
tceform the targeting process to minimize the inwsion « exclwion enirs and give equal chane to
ech one for applying to the programme for beefits. T: Worlc Bank >proved instrument naled
“yverty Scorecard” based on Proxy Means Testin whichas bees adoptl and a nationwide Pourty
Svey was planned to identify the poor fmilies.ience benefiary identification thragh
Piiamentarians was stopoed on 30" of April 200¢ In thisontext,a test pase of the survey, finared
bGoP has already been conducted in sixteen ditricts four povinceand AIK/GB. The survy is
cried out house to houss thus providing an equl opposnity tc all to sply for the BISP’s bengits.
T2 questionnaire, which includes questions abou the hsehold membs, household characteritics
ai assets, is used to determine their poverty stass. Datentry ¢f the 1surveyed districts has ken
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corapleted and a cut-off score has been decided by the BiSP Management Board at 16.17. All those
sslling at or below the cut off point will be paid BISP senefits. Approximately 600,000 beneficiary
families have been identified during the Pilot Phase of the Survey in the fifteen Districts. Such present
beneficiaries in these districts who fall below the cut-off score will continue to be BISP beneficiaries, but
others have been eliminated.

A nationwide survey is targeted to be taunched by June 2010 with the financial support of the World
gank. Request for proposals (RFPs) have been issued to shortlisted survey firms. However in view of the
fact that GOP is iriplementing a “Aghaz-e-Huqooq Balochistan”, it has been decided to compiete the
survey in the Balochistan by 31% May 2010. Population Census Organization has been entrusted the
task. For the Poverty Survey, the whole country, except Balochsitan, has been divided into five clusters
namely; Upper Punjab & AJK, Southern Punjab, Sindh, Khyber pukhtunkhwa & Gilgit-Baltistan & FATA.
The clusters have been offered for competitive biding to conduct the survey. Five firms, one for each
cluster, are being hired following Quality and Cost Selection (QCBS) method. During the targeting
process, number of evaluation activities will be carried out ensuring therein that participating
Organizations have followed the process outlined in the Targeting Manual of the BISP. To carry out the
evaluation processes, quantitative and qualitative assessments will be made through hiring of separate
firms for both the exercises.

{a) Emergency Relief Packages

BISP is also implementing an Emergency Relief package for internally Displaced Persons {IDPs) of FATA,
Swat and earthquake affectees of Balochistan. A total of Rs. 28 billion has been paid to 3,965 families
from FATA and Bajaur and Rs. 34 billion has been paid to 3,729 earthquake affected families in
Balochistan.

(b} The Rights Source (Waseela-e—Haq) liitiative

BISP also initiated mpNaseela-e-Hag" programme for providing the poor an opportunity of self-
employment. One beneficiary has been selected out of the each sub group hrough a computerized
draw for award of a cash joan of Rs. 300,000/-. This one time loan is conditional and the beneficiary will
have to spend it for some income generating purpose. Six draws have been held so far. As a result, 4,526
peneficiaries have been pre-selected during these draws and those failing below the cut off score wili be
eligible for the loan. in this regard implementation in case of 20 beneficiaries was started in April, 2010.

{¢} Vocational Training Product

In order to transform the poor segment of society from depending upon the government’s monthly
financial assistance to self-reliance, one member from each qualifying household will be equipped with
technical and vocational skills making them the earning hands. The second phase of the skill
development programme will be provision of microfinance for poor families to help them run small
businesses.

{(d} Health Insurance

Health insurance is also a major component of this programme and will cover the entire family including
household head and spouse, children up fo 18 years, dependent parents, and unmarried daughters aged
18 and above. The policy henefit will cover full hospitalization, pregnancy, daycare treatment and
diagnostic tests. This insurance policy will also provide accident compensation for earning members of
the family. For this, consultations with different ministries and provincial governments are in process.
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(iiPeoplas’ Works Programme (PWP) -1 & [

Peple’s Warks Programma-1 & Il cover small deviopme scherres for rovision of electricity, as,
far to market roads, telephone, education, heah, war suppy, sanition and bulldozers hurs
faities to the ruraf poor. 3udget aliocated for FY 009/16tood a: Rs 35. hillion out of which Rs31.
bion has been utilized dering July-March, Fy 200/10 copared ¢ an eienditure of Rs.26.8 bilon
dung the same period in FY 2008-09, reflecting a YY incree of 11.7 percit. Up till March, 2010, 04
scmes were approved under PWP 1, with the highst numrer of sciemes 1der Read i.e. 320 folloved
by72 schemes related to Water Supply and 209 elctrificayn schenes.

{(ii Pakistan Bait-ul- Mal (PBM)

Pastan Bait-ul-Mal (PBM, dishurses to the destute, ndy, wiiows, ohans, invalids and inrm
irspective of their gender, caste, creed or race. PM proves assitance 1der different programies
ar schemes such as Food Support Programme (FS), Indijual Firancial /sistance (IFA), Institutioal
Reabilitation through Civil Society Wing (CSW), iationaCenter for Reibilitation of Child Labur
(NRCL), Vocational Training Institutes/ Dastkari Schols (V3).

P disbursed an amount of Rs. 1.65 billion durig luly-arch F* 2009-) relative to Rs. 2.7 bilon
intrred in the corresponding period of FY 2008-0S markit a decr:ase of 8.9 percent. This reflecs a
deine in number of beneficiaries by 22.8 percer from 437,56} durin July-March FY 2008-0¢ tc
1,.G,264 over the same period in the current finacial ye: The decline irlisbursements and numer
of eneficiaries is caused by the merger of Food Suport Seme, amajor smponent of Pakistan hit-
uilal into Benazir Income Support Programme sine FY 20:-09.

(i Employees’ Old Age Benefits Institution (EOQBI)

Enloyees’ Old Age Benefits Institution (EOB!} povides onetar benes to the old age woikrs
though different programmes including Old Age Pasion, validityPensio: Survivors Pension and Jid
Ag Grants. During the first half of FY 2009-10, EOBdisburd an anount cRs. 3.2 billion compare to
R:2.7 billion over the same period in the previus finaial yea, repreenting YoY increase ol16
peent, Number of benefidaries up-till third quarte of curnt finaicial yeiincreased to 590,246 forn
54,449 duiing the same period in the previous finacial ye. showig an unard trend of 7.42 percnt.
Ding July-March, FY 2008-10, about 65 percent ¢ the tol amowt was stributed through 0Old ze
Pesion, 33.16 percent through Survivors’ Pension, .49 thugh Inalidity tnsion and .29 throughid
Ag Grants.

{vZakat

Zat provides financial assistance such as Guzara llowan, Educidional $pends, Health Care, Scial
Wiare/rehabilitation, Eid zrants, and Marriage asstance rough tegularakat Programme and oter
Zat Programme and National Level Schemes. A tcal of R/68.7 riliion wi disbursed under diffeint
prarammes of Zakat durirg July-March FY 2009-1 as conared © Rs. 1,21 million during the sme
peod, FY 2008/09 registerng a decrease of 46 perent. Nuber of ;eneficries recorded a decreas of
2bercent, from 538,050 during July-March in the reviousnancia year td04,124 in the same pe o«
oturrent financial year.

Othe total Zakat disbursenents, 52.7 percent wa disburd unde Regul' Zakat Programmes, 1,25
peent under Other Zaka: Programmes and 30 prcentnder Nationalevel Schemes during Jhy-
Mrch, FY 2009-10.
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{vi} Microfinance

Microfinance is recognized as an effective too! to pull the poor and vulnerable out of poverty and
vulnerability. It enables the poor to enhance their income earning capacity and empower them,
especially women. Microfinance comprises Microcredit, Micro-savings and Micro-Insurance. It is
provided as package through Microfinance Banks {MFBs), Microfinance Institutions (MFls), Rural
Support Programmes {RSPs), and Others including Commercial Financial Institutions (CFls) and Non-
government Organizations (NGOs). Credit disbursements under Microcredil, amounting to Rs 21.7
bitlion were made during July-December, FY 2009-10 as compared to Rs 18.7 billion during the same -
period, FY 2008-09 showing an improvement of 16.04 percent. Number of active borrowers increased by
5.38 percent during July-December, £Y2009-10, from 1,732,879 number of beneficiaries up till second
quarter of previous financial year to 1,826,045 number of beneficiaries during the corresponding period
of the current financia! year.

Micro-Savings and Micro-Insurance components of Microfinance depict growth in terms of number of
active savers and policy holders. Micro-Savings recorded an increase of 58.8 percent during July-
December FY 2009-10 over the same period in the previous financial year. This translates into an
increase of 34.8 percent in the number of active savers. Micro Insurance registered a YoY increase of
47.52 percent in the number of active policy holders while the value of sum insured has moved up from
Rs. 34,340 during july-December FY 2008-09 to Rs. 43,539 million during July-December of the current
financial year. :

Poverty-inequality-household consumption

Rising inequality can adversely affect ine speed of poverty reduction with growth, Table 9,10 shows that
the Gini coefficient increased hetween 1990 and the mid-2000s in 9 of 15 countries examined, the
increase was higher in urban than in rural areas. Table 10 shows that in all but three countries the rate
of GDP growth exceeded the rate of growth of per capita household consumption during the period
considered. The three exceptions were the Philippines where both grew at the same rate and urban
Indonesia and Pakistan where average household consumption grew faster than per capita GDP. On the
other hand the rate of growth of household consumption was zeré or negative in three countries the
tslamic Republic of iran, Kazakhstan and the Russian Federation.

Table-9.10 : inequality and household consumption growth between 1990 and the mid-2000s

Country Gini Coefficient {%) Average Annual Growth Counterfactual additional poverty

Rate (%) reduction (in million}

Initial Final Household GDP per No change in Household
consumptio capita inequality consumption grew
n per capita at an additional
1% per year .

“Bangladesh . 262 ] 22 |32 | 83 L 95
Cambodia_ . 380 b _-____m__#_l;%__.j 52 . = o7
China {rural)____ I S BT W D )
“Chinaturban) | 256 IR B B
indiafrural) 1 305 | 09 | 490
Cindia {urban) | S N T I S
_indonesia frural)___ "33 | 34
“indonesia (urban) | 328 1 39 Tae
fran 43.6 t -0.2 2.9 i

{islamic Republic of)
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Tah-9.10 : Inequality and household consumption growi betwe 1990 and the 1d-2000s

Coury Gini Coefficient (%) Averagannual-owth Counrfactua! additional povert
_ ate (%) ‘educticn (in million)
initial Final Househld P per No chngein Household
consumtioc Ipita inecality consumption grey
n per caita at an additionz
1% per year
Kazihstan 35.3 33.9 -0.3 6.9 2 . 05 _
Lao :0pie’s 304 32,6 1.7 3.9 e 0.3
Dencratic Republic i o
Pakian 33.2 31.2 3.9 1.7 2 1 o0
Philnines 40.6 440 1.6 1.6 5 0.0
Rusin Federation 483 | 375 0.0 20 | -16 0.2 ]
Srihka 32.5 41.1 1.S 3.2 1 1.6
Thand 43.8 42.5 37 | 44 -8 0.0
Turly 43.6 43.2 0.5 2.2 -2 1.9
Vietam 35.7 37.8 57 . 60 5 0.0
Mean | 343 376 | 19 32
Weited average - 322 34.8 3.3 6.0
Tetd15 countries) E 54 1720

Source: Ecaomic Sociai Suvey of £a & Pacific 2010 ESCAP, Ul.

Acirvement of MD Geal 1. Fradicate extreme povery & hwer

Tar:t: Halve between 1930 and 2015, the proortiomf pemie wkhse income is less thn
S 1 a day --- Pakistan case.

Paktan is committed to the achievement of interiia, MCoeal 1: \s show in table below; puvery
red:tion based on national coverty fine was on trac up to :05-06 ind estiated tc be so haice aftr
up 2007-08. Prospacts for further reduction wereshadovd by tle worleconomic crisis and asn
casof most worid economies; the speed of poverty :ducticwouldrave ben faster in the absencef
the'orid economic crisis,

Tab-9.11: Goal- Eradicate Extreme Poverty and Hunger- Pakist Case

MTDF MDG
Inditors Cefinition 90-¢ | 20001 2001-05 | 215-06¢ Target Targe

2009-10 | 2015

Proyrtion of Head-count index based on the
popation below {official poveriy line of Rs 673.54
the:lorie based |per capita pe” month in 1998-99
focolus non- prices consistent with attainment
fooooverty itne |of 2350 calor es per adult
equivalent per day

26, 34 2.9 33 21 i3

Source: Ploving & Development Divisis

MBGoal 1 (Poverty & Hunger) in South Asian Perspctive

Souw Asia is the developing sub-region with the ligest rmber o poor 2ople: 43 percent of te
deMloping world’s i.e. 1.4 billion poor people live + Soutfasian cyuntrie The absolute number if
pedle living in extreme poverty increased frorn 5485 millicto 5955 millic between 1981 and 2006.
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Rates of population growth in these countries have remained high and have led to an enlargement of
koth the total populatien as well as the numbers living in extreme poverty. In recent years, economic
growth has been relatively high in the three largest countries in the region, India, Bangladesh and
Pakistan, which recorded annuat rates of growth of G DP per capita above 5 percent in 2000-06. As a
result, the sub-region saw the proportion of those living in extreme poverty decline in relative terms,
from a high of 59 percent in 1981 to 40 percent in 2005. However, such growth has not heen sufficiently
inclusive and pro-poor to reduce the absolute number of persans living in poverty. income inequalities
have grown steadily in india since the early 1980s, in both urban areas. The same pattern can be
observed in Ranglacesh. South Asian countries have been unable to generate sufficient decent work
opportunities to lift warking poor peopie out of poverty.

The headcount index declined in aimost afl countries with data on income poverty, with the exception of
pangladesh, where the estimated proportion of people living helow the $1.25 a day poverty line
increased from 44 percent in 1981 to 51 percent in 2005. In India alone, the poverty headcount fell by
18 percentage points, from 60 percent in 1981 to 42 percent in 2005. Pakistan also experienced a
decline in the headcount index from 73 to 23 percent during the same period. Yet, Table-12 shows that,
in terms of progress in meeting the Millennium Development Goal target of halving extreme poverty by
2015, several countries in the region, including Bangladesh, India, Nepal and 5ri 1anka and Pakistan will
need higher rates of poverty reduction to meet the challenge.

Table-12 : Proportion of the population iiving on less than $1.25 a day in countries of South Asia, 1981, 1990 and
2005, and the change needed to reach the 2015 target (percentage} ' .
li ; % Annual rate of
i

I

E proportion Hving | [ Change change

! on less than * | neededto | neededto

i.“ _ ___P_{El;}ia_ﬂ?_vr_é_% l Annual rate of ,{ achieve the i achieve the

| l i \ change target E[ target
country | 1981 L 1999 A 1 (2005-2015) | (2005-2013)
Nepal L - | ] | AN 3.5
Tgangladesh | 442 . 439 [ S
“ode 598 i
Tghutan 474 o es
pakistan 1 723 T R
Toritenka |31 3 [ T2 S
Total (South | 594 40.3 2 ; a4
Asia) \ 1 % | l ‘

i i
squrce: World Bank, Development Research Group {2009)
a: By 2005-06, the country had achieved the 2015 target of halving poverty, using 1990 as the baseline.

Remittances, implications for Poverty

Overseas migration and the resulting remittances have served dual objectives world wide; ie, easing
pressure on employment market and providing foreign exchange for balance of payments as well as
budgetary support. Remittances supplement the household income, uplift fife sta ndard and thus reduce
absolute poverty. it isin this context that countries like Philippine have promoted overseas migration as
an industry. Remittances help the household to increase their consumption expenditure on food,
develop expenditure on housing, skill development and estabiishment of small businesses thus
improving the scope for higher future income.
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Rerrtances from expatriate Pakistanis are believed ad emyically poved thave had a major impat
on t reduction in the incidence of poverty. The toti remitnces inlows biween 1990-99 and 200-
10 we amounted to $62.0 billion. Jump in remiances. more likely » have been a result f
Govnment intervention such as the Pakistan. Remtance itiative which ncouraged transmittal f
remtances through formally recorded channels. Als the deireciaticn of thPakistan rupee attractd
rertance inflows for investment purposes. This masive inflv of forzign reittances, when translatd
intcncreased consumption expenditures and greatr empyment opportities generated throuh
grear investments in the construction industry, th SME ctor, oher bunesses and consumptin
dennd contributed to the dacline in poverty in the cuntry.







Education 10

it is viely acknowledged that education is amongst e sing most mporta. factor cantributing tc
pover alleviation. Education slays an overarching roland hia cross cuttingmpact i1 all aspecis of
hums life. it is a vital investment for human and eonomidevelopnent. hfortunately, Pakistan's
standg on this front has historically been poor, as came seen Tablel0.1,

Table).1: Comparison of PublicSector Spending on Educaon

| Public Sector Sending Literacy rate
A [ e 2 ‘ S
_ . e i} D i Loue
Vietnn 5.3 ﬂ gts
- rnowailable Source: Wrid Bar UNDP, INESCO'BS, Miristry of EEI'UCCJHOHI

Figur for latest available year

Withsublic spending on education as a percentage ¢ GDP aongst fe lowit in the chosen sample
the itcome with regard to literacy levels is not srprisin While the litacy raze has improve
grachily over a period, Pakisian’s indicators on this fint coinue to -ank athe bottom end of glob:
rankgs. Within the region, cnly Bangladesh has a wese gubme onboth iricators, spending by th
publ sector <. well as literacy rate. Nepal spend a sukantial ractiormore than Pakistan ©
educion, while its literacy rate is marginally higher.

Give this dismal state of affairs, Human Capital Devicpmerhas be:n accoled amongst the highe:
prioties in the government’s Nine Point Pian of 2008.

10.1literacy

Accding to the latest Pakistan Social and Living Stadards easurenent {P-M) Survey 2008-09, th
overl literacy rate (age 10 years and above) is 57%69% f male and 45%or female) compared t
55%69% for maie and 44% for female) for 2007-0t The ca shovs that :eracy remains higher
urb: areas (74%) than in rusal areas {48%), and is mre prelent fo men {3%) compared to woime
(45¢. However, it is evident ‘rom the data that overa fernaliteracyis risinpver time, but progress.
une'n across the provinces. When analyzed provinaily, litacy rate in Punb stood at {52 %), Sinc
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(59%), Khyber pakhtunkhwa (50%) and Balochistan at {45%). The literacy rate of Sind and Khyber
Pakhtunkhwa has improved considerably during 2007-08 to 2008-09 (Table 10.2).

According to the data, the overall school attendance, as measured by the Net Enrolment Rate (NER)l, for
2008-09 was 57% as compared to 55% in 2007-08. All the provinces have shown ah increasing trend,
with Sindh recording the highest increase, followed by both Khyber pakhtunkhwa as well as Balochistan. -

Nationally, the Gross Enroiment Rate {GER), sometimes referred to as the participation rate, which is the
number of children attending primary <chool (irrespective of age) divided by the number of children
who ought to he attending, in case of both male and female saw nho change and remained at 91%
between 2007-08 and 2008-09. Sinch and Khyber pakhtunkhwa have shown noticeable increase in the
respective period {Table 10.2).

Table 10.2: Literacy Rate 10 yrs+, GER & NER Trend in Pakistan & Gender Parity Index {GPl}

L Literacy rates | \
| . GERPri 5- R Pri -
REGION/ PROVINCE . (10 Ve?f‘ff-ibﬂfﬁ), % ER Primary (age 5-9) NER Primary (age 5-9)

T S ———

NI Yoriolih Shuy - S _— e e [
12006-07 | 5507.08 | 2008-09 | 2006-07 | 2007-08 | 2008-03 | 2006-07 | 2007-08 | 2008-09
e T T haiieualiidS Bt ooy D - . MRl St Sy Le

pakistan___|Male | €7 L 65 | 69, 99 ) 9T Tse 16l
P ol e e s
o ,.__\E_ojh__,,m_i,_ 91 | 157
[Rural | 8 4| s
74 1 106 1 106 | 68
; 6 82 | !
R ’ M‘l -

“Khyber

1
— lFemele | 28 33 ne S LN N S as_
_______ o ' 5 | 45 | 52 .
[ ovs | 064

Balochistan__

. 3 e 52 LS9 J:?_a_i_ééﬁ__%,
o35 | 037 | 058 | 067 tose | oes | 074 | 084 .

Source: Pakistan Social & Living standard Measurement Survey 2008-09

The Gender Parity index (GPI) is the ratio of female enrolment to male enrolment. A GP of more than

_.____J——b_._u,___ﬂ___..._—»——-—

1
Met Enrolment Rate refers to the number of students aged 5-9 years that are enrolled in a primary school,
divided by tha number of children in the age group for that levei of education.
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02 indicates that, in proportion to every male in te scho, there s morehan one female. The GI for
Pdstan as a whole in 2003-09, is 0.65 compared t 0.64 12007-0. Proviie-wise GPl is high in Pujab
(72) followed by Sindh 10.63), Khyber Pakhtunkwa (05} and 3alochian (0.37), (Table 10.2).The
lver GPl with a decreasing tendency in Khyber akhtunwa deierves tentior at both the fearal
al provincial levels,

12 Educational Institutions and enroiment
i’re-Primary Education

P-Primary Education is an important componer of Ear Childlood Eccation (EL.), Prep or hchi
csses of children having age of 3-4 years. An incrase of 5 % in Fe-Prinvy enroiment (8.434 miion})
12008-09 over 2007-08 (8218 million) has bea obseed anc during2009-10, it is estimatd to
irrease by 2.2 percent. See (Table 10.3).

iPrimary Education {Classes 1 — V)

Aumber of 156,653 Privary Schools with 465,33 Teachs are finction:(Table 10.3). An increaz of
G % in Primary enroiment (18.468 million) in 200-09 ov«2007-08 {18.3¢ million) has been obseved
ad during 2009-10, it is estimated to increase hy 3 percd.

i Middie Education {Classes V1-Viil)

Aumber 40,919 Middle Schools with 320,480 Techers a functicnal {Tae 10.3) .A decrcase of (2 %
imiddle enrchment {5.424 million) in 2008-09 oer 20008 (5.426 milln) has been observedand
cring 2009-10, it is estimated to increase by 0.6 preent,

i Secondary Education (Classes IX-X)

Aumber 24,322 Secondary Schools with 439,31 Teachs are finctiongTable 10.3) .An increa2 of
2 % in middle enrolment (2.556 million) in 200809 ove2007-0} (2.48million) has been obseved
zd during 2009-10, it is estimated to increase by 6 percd,

wHigher Secendary / inter Colleges (Classes XI-XI

/ enrolment of 1.147 million is estimated in 209-10 er 1.074 millio in 2008-09 and 959,69 in
:07-08. 3,291 Higher Sezondary Schools / Interioliegewith 7¢,184 Tichers are functional (able
1.3). 78 new < chools / Inter Colleges have been aded sin July 2(08.

\ Degree Colleges Educazion (Classes XHI-X1V}

¢ enrolment of 458,83% students is expected uring 09-10 n Degiz Collezes over 429,21 in
:08-09 and 383,810 in 2(07-08. 1,238 Degree Cobges w1 21,17 Teach's are functional {Table 0.3}
«d 205 new Degree Coliezes have been added sine July 08,

1) Universities Education (Classes XV onwards)

~ enrolment of 948,364 is estimated in 2009-10 1 High«fducaton ove303,507 in 2008-09. In cder
1 boost-up higher educetion four new universies havbeen stablistd during the year 200-10
nking the total numberto 132 universities witl 50,82Teaches in bor Private and Public Setors
(zble 10.3).

)
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Table 10.3: Number of Mainstream Institutions, Enrolment and Teachers by Level
Enrolment [ InstuJ'uonS [ R — Teachers
2008-09 2009-10 . 2008-09  2009-10

Year
[ 2 TR S 3 B
1 469, 151
. % 323 824 -

47 117

‘Degree
_Colleges o

Unlversmes ’

Total ! 36 574 564 7 180 346; 38, 037 96 - 226 739 226 552 1 227 448 i, 345 234 1 373 315
'P: Provi;id-naf B Source Pakistarl' Educatfon Statrstrcs 2007 08 2008 09 and 2009 10 EM.'S MaE lsn'amabad
E: Estimated

10.3 Missing Facilities in Public School

The Poor quality of existing learning environment is evident from the fact that a Jarge number of
schools are missing basic infrastructure e 37.7% schools up to elementary tevel are without boundary
wall, 33.9% without drinking water facility, 37% without latrines and around 60% schools are without
electricity. For higher accessibility of education particularly for girls in low income household and to
enhance the enrolment, existing schools should be npgrade with the provision of necessary
infrastructure to improve both output and quality of education. Details may be seen in Table-10. 4:

“Tahle 10.4: I\afi_ssing Facilities in Government schools 2008-09

l N .
, without | without | Without without | Without
Province/ Area s i Boundary Drinking . i . .
Building | wall ' Water Latrine 1 Electricity
Pumjad ,_w_f__,___J,,__,,.,,,_M.S_OEM,__ML_,3§§2§_;_ R T R
“sindh T awees L 23,470 22588 | 39,616
“Knyber Faliunkbwa | LI 9,116 7888 | 13719
“galochistan 681 | 7,689 ga2s | 9,808
N 3,390 | 4,083
Gllg;t-Baltistan 1,072 1,072 .
FATA 1882 | 1840
1T T 50 ] 8 A
“Total Paklstan 59,80:6 [ 96,769_
In % 10.9% 369% | o6%

Source. NEMIS 2008-09 AEPAM, Mmrstry af Education, tslamabad.

The missing facilities in public schools become mare glaring, if we analyse them from urban-rural angle,
as done in Table 10.5:
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Tab 10.5: Missing Facilities Pzkistan: Urban/Rural Dispaties 20-09

Schuls without Facilities Urbn _ Rural Total
”';'V:’"Iiecicity In Numtker 11,69 85,160 96“7éé
in Percentage 35.% 65.5% 60.2%
war In Numter 2,13 52,817 54,996
In Percentage 6.7 ® 40.6% 34.2%
Latre In Numter ' 9,78 50,083 59,846
In Perceatage 30.% 38.5% 37.2%
 Bowudary Wall InNumber 905 | 52248 61,274
in PEFCE'\tag‘éwmm“ 27% ) 40.2-2%““" ) 381%

Source: KMIS 20-09 AEFAM, Mirtry of Education, Istamabd.

10. Financing of Educationin the Public Sector

Putc Expenditure on Education as percentage to3DP isywest h Pakisn as compared to othr
cottries of the South Asian region. According to <ficial da, Pakiitan alliated 2 5% of GDP durig
200-07, 2.47% in 2007-08, 2.1% in 2008-09 and 23 % in009-10which yows persistent declinig
trel (Fig-10.1). According to UNESCO's EFA Gloal Midtoring Repori2009, the Fuhlic Sechr
expnditure on Education as percentage of GDP in otlr counries oithe region was 2.6% n
Barladesh, 3.2% in Nepal, 3.3% in India, 5.2% in Irarand 8.5 of GDI in Malves.

Fig-10.1 Public Expenditure (as %) of DP

3 - -
2.4
2.5

2

200506 2006-07 2007-3 18-05 2009-:

Sou: Ministryof Educat:

Thibreakup of investment in education by the Feeral Gernmeit and 1e Provinces for the yar
20(-10is given in the Table 10.6

1o
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Table 10.6: Summary of bublic Sector Budgetary Allocation for Education 2009-10*

{Rs. in million)

Federal Government Current __Development_jr
inistry of Education .~ ) 3,718. 665 5500000
'"H@herﬁducauOncOnwnmmon I - 21,500.000 ¢ 18,500.000 '
“Federal Government Education Institution in Cantenment . 1,929.760 4910 B
and Garrisons o o
”Federally Admmustered Tnb1 A_r_egs_ o 4 143, 716 - 1 534 318 ,
" Gilgit Baltistan_ “L403738 | 784081 o
ek | 3,794.450 ©722.000
Socxal \Nelfare & Specual Educatlon DIVlSiOﬂ (DG SE and PBM) 410 340 _ 316 450 =
- Natuonal Vvocational & Technlcal Educahon Commlssuon 26 000 1 500. OOO e
~Other Federal M|n|str|es/lesnons/Orgamzatmns o 6, 570 556 , 3,663. 33 L
“fotal (Federal) -~ a3,702.222 | 32,535,090 _
- Provmcua! Governments R e " 7
“Governmentof Punjab ] 24,778.707_ | 24794583
Government of sindn o ] 13919081 . 6020000
'GovennnentothyberPawnunkhwa B S pmnnmEo $2,421.133
” G-'Envemment of Balochistan 7 2, 008.935 .6, 059 354
""" Total (Provinces) 43,118.503 | '39,295.076
District Government"‘* _ - L
“punjab 66,223.058 1 6,293.739
Sindh _ ] ) 31,030.127 U 5,714.157 o
“Khyber Pakhtunkhuwa 21,379.271 1995678
Cmalachistan e = 8,673.374 1 102460 i
' Total[Mstncf(]overnnwrnts __ " 128,205.830 | 14,106.034 5
Total provinces & District Governments o 17_1_,324 3_3_3 e 53 401 110
" Grand Tota Federal, provincial &
MZG.SSS 85,936.200

District Governments
= - Tentative Statement
## - provisional datd based an projection

e T

— i ——

10.5 National Educaticn policy 2009

Total
9 718.655
44000000"”
1,544.670

55is03a

2102819

4,516.450
1726.790
11,726.000
10,233.89

o 76,237.312

45,573.296
19939081'm
4,832.863

8068339

T 82,413579

72,516,797

37,664.284

23,374.949

8,775.834

142,311.864
224,725.443

300,962.755

2, f30.F T
source: Ministry of Education

The new National tducation Policy (NEP) 2009 has naen formulated after lengthy deliberation initiated
way back in 2005. NEP formulation process remained almost dormant during the years 2007 and 2008,
owing to fluctuating political situation. The present Government re-activated the NEP process and
convened 15" inter- provincial fducation Ministers (IPEM) Meeting in February 2009 at Islamabad to
share the draft NEP and getting implementing partners - new political and bureaucratic leadership of

education departments of provinces as well as other federating units on board.

After establishing consensus at aforesaid IPEM mecting, a summary for

the Cabinet on “National

tducation Policy 2009” |NEP 2009) was cubmitied tc Cabinet Division in early March 2009, which was
considered by the Federai Cabinet on 8th April 2009. he Honourable Prime Minister directed Ministry
of Education (MaE) to share the Policy document with all ctakeholders for evolving more proad-based

poticy actions. MoE also made a presentation before the

National Assembly Standing Commiltee on

fducation, which endorsed most of the policy actions contained in NEP 2009. Finally, Cabinet in its

meeting held on September gth 2009 approved NEP 2009.

A shift has been made by making nationa! policy a truly ‘national’ rather than a federal matter. For this,
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it ts been recommended that the [nter-Provinal Edution Mnisters{IPEM) Conference, wh
regzsentation of all the fecerating units, will be th highe:body to overss progress of educatiorin
theountry.

As 2r Policy document chapter 9 “Implementation‘ramevrk”, inplemention strategies and plas
areo be prepared by the provincial and area Goveimentwith ful suppc, facilitation and capacy
buitng by MoE, where required. The implementtion othe Poicy shz be the responsibility »f
resactive Provincial/Area Education Departments wh ovetl superision onter- Provincial Educatir
Misters” forum which will also be the competent athorityor any jeriodimonitoring and additios;
amdments in the Policy, as and when required. Fosalieneaturesof NEPQQ9 see 3ox-1.

Box-1: Salient Featres of IP 2009

Apz from due emphasis on governance issues and an imjementon framwork, sne distinct features of the
pecis are mentioned as under:

. Access & Equity

»

>

Dakar £FA Goals and MDGs relating to Education all be nieved ty 2015.

introduction of Farly Childhood Education (3- years)nd enocuragimjinclusive and child-frienly
education.

Primary education offizial age shall be 6 to 10 yes.
Equity in Education (gender, geographical Urban-ural are) shall k2 promad.
Grades 11 and 12 shallnot be pari of the coliege ducatioaind maged intoie school education.

Governments shall establish “Apna Ghar” residerial sches in eac provin to provide free high quaty i
education facilities to poor students.

Every child, on admisson in Grade |, shali be alloed a urue 1D tlat will oitinue taroughout his or kr
academic career.

The definition of “free education” shall include alzducati relatedcosis.
Waiver of maximum age limit for recruitment of imale tehers, wierever quired.

Access will be extended by ensuring availability oTechnitand Voational ucatior (TVEY at district ad
tehsil levels. Relevance to Labour Market shall bernsurec

Enrolment in higher education secior shall be raied frorxisting +.7 percit to 10 percent by 2015 ad
15 percent by 2020.

I. Governance, Quality & Relevance:

>

The Government shall aliocate 7% of GDP to eduation 2015 ard necesry enactment shall be mde
for this purpose.

Sector Planning in £dication shali be promotecand ea Provincal/ AreEducation Department shii
develop its sector/ sut-sector plan, with facilitatin and crdinatiot at fedal level.

A system for donor harmonization for aiceffectivess ard imprred coordination betwen
development partners and government shall be ocvelope

Fragmented governance of educaticn at federal nd proscial lewes inclung literacy shall be managd
under one organizatio.
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\ & Separate academic & educational management cadres with specified training and gualification

reguirements shall be introduced.

» in order to bridge public-Private divide, governments shall take steps to bring parmony through common
standards, quality and regulatory regimes.

# Deeni Madaris shall be matnstreamed by introducing contemporary studies alongside the curricuta of
Deeni Madatis.

» Minimum National standards for educational inputs, processes and outcomes shall be established.

» Inter-Provincial gducation Ministers’ {IPEM) forum shall be institutionalized, with legal mandaie 10
oversee implementation of NEP and making amendments in it, when required.

& Teacher training arrangements, accreditation and certification procedures shall be standardised and
institutionalised.

» Governments shall take steps [0 ensure that teacher recruitment, professional development, promotions
and postings are based on merit alone.

¥

The curricuium development and review process shall be standardised and institutionalised.

¥

Use of information Communication Technologies in Education shall be promoted.

# Curriculum Wing of Ministry of Education and provincial textbook boards chall ensure efimination of all
types of gender biases from textbooks. Also adeqguate representation of females shall be ensured in ail
curriculum and textbooks review committees.

A well reguiated system of competitive publishing of texthooks and learning materials shall be introduced.

¥

Examinations systems chall be standardised to reduce differentials across students appenring in different
boards of examinations.

Career Counselling at secondary and igher secondary level shalt be initiaterl.
Matric-Tech stream shall be re-introduced and scheme of studies revised accordingly.

Sports activities shall be organized at the Secondary, Higher secondary, College and University tevels.

v v v ¥

Matching with fabour market, develop linkages with industry, innovation and promotion ‘of research and
development (R&D) cutture are hall marks of NEP 2009.

¥

The policy proposes National Quatifications Framewaork {NQF) with a changed program structure that
encompasses all qualifications in the country, both academic and vocationai/technical.

National Education Palicy (NEP) 2009 considers federal-provincial ownership and effective coordination
within the basic principle of provincial autonomy, as key to successful implementation of the NEP. In this
context, the Policy limits the federal role as facilitator and coordinator in the implementation of NEP.
The Policy provides proad Implementation framework to guide the process Of Implementation.
Following are the four main components of the implementation process:

% |nstitutionalisation of the inter-Provincial tducation Ministers’ {iPEM) Forum

+ Pprioritisation of recommendations of NEP for immediate action at federa! and provincial levels
;.e. what areas from the policy need to be prioritized in the 1* phase of implementation;

+» Agreementon coordination mechanism between federal and provincial governments;

» Harmonisation of donors’ assistance for Education
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T2 cornerstone of the NEP implementation frareworks the hstituticalization of Inter-Prowvicial
Eication Ministers (IPEMI Forum, as highest bod'to oveze andmonitothe implementation of JEP.
Flowing areas have been prioritized:-

Institutionalization of IPEM (already explaird abo)
National Authority for Standards of Educatin
inter-Provincial Stending Committee on Te:books
Setting up of Separate Management Cadre
Standardization of Examination System

National University of Technoiogy in coordiation tth NAVTEC anclEC

N s WM

Action Plan for NEP Implementation (SectoWide inning)

T2 real challenge however, is to synchronize ancchanngze thei suppo to have maximum beefit,
iding overlapping/duplication for realization of bjectiv, faid dywn in EP 2009.

1.6 Human Resource Development

tman resource development is playing a vital angparanmunt rolein the ©wnomic development oany
aunty. In this respect, the Higher Education Comiission EC) ha: made gnificant progress. Wit the
cal objective of increasing institutional capacityand siancing local rearch activities, the rajor
t'ust of programs in this area have been primary aimeat impioving t2 academic gualificatios of
viversity faculty. Scholarships schemes are also pen tandividials woing in the private sectr or
gvernment servants as wall as for Pakistani studets. HECas awarded 1,26 undergraduate and €653
tst graduate scholarships, out of which 3,765 M leadii to Ph.2 schobships @re under Indigeous
bgrams. This scheme has produced more thar300 PDs in RakistanThese scholars have jmed
rutable Pakistani Universities and R&D organizaons in e Publi: and Prate Sectar, it is pertinat to
rention here that HECs locat scholarship progrmmes,y additon to pporting HEC scholarsalso
pport the local universities in upgrading theinfrastcture of resech facilities at univerities
irticularty laboratory equipment, chemicals etc.

uvality of education largzely depends on qualir of tehers; ‘horefor HEC focuses professonal
cvelopment training of university teachers so tat glot qualiy stancrds and practices cou! be
nintained in the higher education institutions ofakista Highet Educabtn Commission has aweded
st Doctorate scholarshins to 503 university teaners. Indditior, 1102Taculty members and snior
tiversity administrators have been trained throup diffent long ind she term courses.

1.6-1 Higher Education Commission

kzher education plays a pivotal role in making a econoy knovledge ased and intellectual caital
dented that finally contrbutes as driving force fc innovion anc creativy in this age of globaliztion
were sound technological base provides rapid srides ideveloyment rough rational allocatin of
isources for competitive value addition in humaias weis in phrsical reources. In order to bocot-up
Eher education four new universities have been stablis:d durirg the yar 2008-10. The detatii i this
gard is given in Table-10.7, whereas the trend ¢ increa in the numbe of Public and Private sctor
hiversities/Degree Awarding Institutions {DAL) is rown iFig-10..,
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Table 10.7: New Univ
s | Name — i Dateotls _

R Abdul Wali Khan Uhil)é’r’éi%&j}"Ma’r"cié}i"" e T T G dinance No i of 3009 dated 55.02.2009

| I (Act No. XVl dates 24102009} _

5 Unwersity of Wah, Wah ot el No iV of 2008 dated 08-07-200 .

3 #_ShéheedBenazanhuttoU—r\wersnt\/ sheringal Upper i Khyber pakhtunkhwa Government Regulation

oir, Knyber PAKNTUNKDWE oo iNodof 2009 doted 06-10-2008 . ——-—
' Act No. Xl of 2002 dated 1741-2009

ablishment

7 RITEC Univers
Source: HEC

ity, Taxila Cantt )

e

Fig-10.2: Universities/DAIs 10 pakistan  public sestor u Private Sector

{in numbers)

.
g

2003-04 2004-05 2005-06 2006-07 2007-08 2008-09 2008-10
source: HEC

10.6-2 Enroiment in Higher Education Institutions.

Eproiment at Universities/Depree Awarding institution (excluding affiliated colleges) has been increasing

pver the years. During 2008-09, there wers 803,507 students studying in the universities which indicate

an increase of 190.94 % over the total enroiment of 2001-02 (276,274). The tendency of increasing

f enrolment is depicted at Fig-10.3 whereas total enroiment of students at universities
tuent Colieges by Sector since 2001-02 s given in Table 10.8.

/ DAl+Consti
_____._——-—///_,_______——-—
Table 10.8: enroiment at Universities/DAH Constituent Colleges by Sector

number o

Year ... T Distancelearning Tpubhc . PrVAC G I—
200102 e 9743 142652 276274 .

T mias .
471964

Rz
202871

200203
2003-04

2004-05 18 7 216454 T
“200506 ~T 99660 a9 TTsoar :
Seoeor i AR 5226 L " oaooel_
2007-08 _.;,_.A__,._ﬂ,,.._....l§.9.5.f3§._% [ 331664 R I L S
339704 ‘ 303507

Source: HEC
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{GB) has been draftad.

Madrassah Education

>

Rs. 50.30 million was distributed amongst 28 DeerViodars for saries of their teachers urder
Madrasso Reforms Project

Monitored and evauated 78 Madaris to chck theactivities carrie out for teaching of fomal
subjects from Primery to Higher Secondary el un'r the poject.

10-3 During 2008-09, seventeen projects were coplete while wenty 2w projects were appreed
ar included in PSDP 2008-10. The total number ¢ projes in PSP 200410 comes to 101, havig a
tol allocation of Rs. 8087.613 million, out of whic 86 arepproved and > unapproved. A sum oRs.
1¢4.898 miilion has been released so far during thdirst arseconc quarts of FY10.

>

>

Fifteen EFA projects were approved at the cst of R1036.8}7 miltin.

Science Technical Vocational Education (TVE) cction las maiged to get five projcts
approved whereas ‘hree projects are undenrocesor appnval at ‘e appropriate forum,

in Elementary Secondary and College (EC) Seon, twenty thwe different projecis wire
considered by Departmental DevelopmentWorkit Party DDWPin its meetings during he
year; out of which eleven were approved at: total st of Re613.9Zmillion.

Central Development Working Party {CDW) appred thiteen Pijects at a totai cost ofRs.
4402.616 million

Ministry of Educatien’s Yearbook 2007-08 \as preyred anc dissemated. Simil~rly, four oner
hooklets on financing of Education in Pakistn werelso prejared al distributed.

Necessary material / feedback were provied to fferent minist2s inter-aiia, for Econmic
Survey, PRSP-Il, PRS Monitoring Project, Geder Rerm Acton Pla (GRAP) and Conventioron
the Efimination of all forms of Discriminatio AgainasWomet (CEDA/).

10-4 Foreign Assistance for Education Sector

Si:e 2008, internationa! davelopment partners hae exte:ed fordgn asstance for the developmnt
ofducation sector in Pakistan as given below:

>

Funded by DFID at a cost of £3.5 million, Gnder ir’ducati:n PolicSupport Project (GEPSI is
being implemented by Government of Paistan vh the :echnic assistance of UNICEF Its
objective is to strengthen MoF to accelerat progrs towads genzr parity and equality a all
levels of education oy 2015.

USAID has assisted a project “Strengthenin Teach Educaton in fkistan” {STEP), costing iSS
2.14 million to enhance Government’s capcity to iprove olicy f mewark, coordination nd
Nationa! Standards for Teacher Certificatiorand Acaditaticn.

USAID assisted Ed-.inks programme {focusig on “achers *rofessnal Development; Stucent
Learning & Achievement; Governance) in Sidh, Bachistan Islamezad & FATA} costing US{S0
million.

USAID has funded “Pre-Service Teachers Edcation ogramne {Pre TEP)” launched at a cos of
USS 75 miltion.

Under Strategic Obective Grant AgreementSOGA,JSAID dlocateadditional $ 121 milliorior
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pasic education during 2009.

+ Department for international Development {DFID), UK entered into agreement with
Government of pakistan for joint task Force on Education and allocated £ 250 million.

» Under One-UN Joint Program, Technical Working Group on Education comprising officers of
MoE prioritized JP Areas, Qutcomes, Qutputs, Activities, Costs etc. before it is formal launch in -

association with UN agencies.

» GTZis assisting Ministry of Education in the areas of Education policy review, curriculum reform -

and Textbook development, through its € 2.5 million project titled “National Basic Education
Policy progra mme”.

10.7-5 Foreign scholarships

The Foreign scholarships are managed through two programmes named vcultural Exchange
scholarships and Common Wealth scholarships' about two hundred scholarships aré offered by
selected donor countries, each year. Achievements during the period are as under:

+ Under the Cultural Exchange Programme, Government of pakistan is paying subsidy to the
scholars at the @ US Dollar 200 for Master and US Dollar 300 for Ph.D. candidates per month
{now being increased to U5 Doltar 300 and US pollar 400 respectively) in addition to the

scholarships offered by the donors countries.(see Table 10.10)

ltural Exchange Programme

Table 10.10: Scholarships under Cu

Visa under Presently

: Process
A ety

rukey
‘Romamia .
. é‘o_‘@ﬁ [
TMexico T IR LS e Ty
Egypt . 1B D N S S
Total: e " 36 ‘;

Source: Ministry of Education

» Under the Common Wealth Scholarships UK, Canada, Brunei Darussalam, New Zealand and
Malaysia extended offer byt during the said period, only UK had offered and selected 09
candidates who have already proceeded.

+ Governments of Malaysia and republic of Korea offered 5 and 2 scholarships respectively for
Under-graduate studies. Government of Korea selected 3 students.

» Government of gangladesh 1s offering 14 seats each year for MBBS/BDS for admission in
Rangladeshi NMedical College on celf-finance basis under SAARC quota. The selected students pay
fees at par with pangladeshi students. During the said period, 13 students were selected who

have proceeded abroad.

10.7-6 Scholarships for Student from other Countries:

Ministry of Education is implemanting the following scholarship schemes:

158
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i. 100 Scholarships to Bangladeshki Students urler Prie Miniser's Dictive

‘hese were launched in 2004-05 for five years fc awarof 75 Sciolarshs to Bangladeshi studers

1 the fields of Medicine. Engineering and Informtion Thnologr underresident's Directives. Te

wmber of scholarships ~vas increased from 75 t 100 uler thePrime finister's directive and te

reriod was extended up-to 2014-15. So far, % studds wer: admitd under this scheme n

- lifferent institutions of Pakistan. 57 studentsare stistudyirg; whi 18 have gone back n
< ompletion of their studies.

- ), - 200 Scholarships to Students from Indian Ocupied ishmir n Medine, Engineering and 1.T

Jnder the revised scheme 2007, four scholarship to Indn Occuwied Kaimiri students {10K) aren
he fieid of Medicine, Engineering and informatin Teclology. "hese siolarships were increasd
rom 100 to 200 and the period-was extendecup-to 115-16. S0 far,.69 students from Indin
Jccupied Kashmir have oseen admitted in differat institions o: Pakist:. Joining report of 31 K
tudents is awaited from the concerned institutias.

Award of Cultural Scholarships to the Studets fromther Ciuntrie
'8 students from differet countries are studyingn varic discipines /irtitutions of Pakistan.
! . Award of 1000 Schotarship to Afghan Studers.

‘his stheme has been launched in October 209 anciominaions 0202 Afzhan Governmat
1wominees received through Ministry of Foreign Afairs, lsmabad have ten forwarded to differait
nstitutions for their plazement in MBBS / BDS Enginwring / T / Agrulture 2ic on scholarstp
)asis.

10.7 Local Scholarships:

1] Special scheme for the students of Balochista and TA titlel "Provion of Quality 'Educatin
Opportunities for the students of Balochitan an FATA w~as lawched in 2007 under te
directives of Prime Minister and Presidentat a cztal cog of Rs481 million. The schere
] provides for 330 schalarships per year in thesllowircategoies.

+  Cadet Colieges/Public Schools 70 scholarship {B 40, F 30)
+  Polytechnic/Comme-cial Colleges 230 scholaihips {B 138,F 92)
+  Private Institutions 30 scholarships {B 18, F12)

Juring the year 2008-0% and 2009-10, 310 and 30 stients were give admission respectively n
4 rarious guality educational institutiqns.

1) Under President's Special Program for *fovision’ Quatlits Educatn” for 200 tribal studers
. rom FATA and settled areas outside Khyber Pkhtunkva, 19¢ studes are studying in varics
uality educational institutions of the country.

- ) 40 scholarships for Minorities are also ranteder yearfor thstudents belonging to te
i ninorities of the countres (10 in Medicine, 101 Engitering 23 for N/ MSC). During the yess
1008 and 2009 total 80 (40+40} fresh scholarship were gnted t» the mority students.







H2alth and Nutrtim

In Pastan, investments in the Health sector are viewe as an tegral jart of 2 government’s poverty
alleviion endeavour. An improvement in the oveill he#h secter indicors of a country has
impoant ramifications not just for the quality of lif of itstizens, but forconomic development
genelly, through the channels of productivity enhancment a povety allevtion.

Whilthere has been noticeable improvement in som healtindicatas overne years, on the whole
Pakisn ranks poorly on this count. Overall, life experancy irakistar remai lower than many in it
peer-oup, while infant as well as maternal mortality rtes aremongs’ the higest.

The htional Health Policy of ?akistan of 2009 seeks t impro: the health incators of the country. I
aims) do so by delivering a set of basic health servicefor all improring hesh manpower, gathering
and :ing reliable health information to guide progra: effeveness and dezn, and strategic use o
emeing technology. It also aims to improve heait statuof the populzon by achieving polic
objeives of enhancing coverage and access of esserial hean serviies, me: urable reduction in the
burch of diseases and protecting the poor and uner priviged pepulatic subgroups against risi
factc. Several programs are under way with major thust to iprove jealth ce, coverage and to hel
in adeving Millennium Development Goals (MDGs). pecial tentior is beir given to the training o
nurs: and several training centres are alreacy in opertion.

The :hievement of Millennium Development Goals {1DGs) ia prioriy arearr Pakistan, especially i
the =alth sector. Pakistan is committed to meetin theseoals b 2015 y launching new polic
initizves. Through a major health intervention progran and ategiey, it is aied to reduce the unde!
five ortality rate to 52 per 1000, infant mortality rat to 40zr 100(, and nternal mortality ratio t
140 2015. Whereas the proportion of 1 year-old aildrenimunizd agaist measles is targeted t
be irreased to 85% and the proportion of births attaded bskilled lealth rsonnel to 90% by 201¢
In acition, plans have been formulated to combat TBMalariHIV/ALDS and bpatitis, along with othe
comunicable diseases.

11.1ealth Indicators

In Pistan, health status of the population at large hs impred corsiderab over time. However, v}
inteiationa! comparison, the status is mixed, but geerally iprovenents oithis front have lagged i
the 1se of Pakistan. Recent cross-country studies ovital hlth indcators show a wide variation |
epicmiological pattern between different Asian coutries. ympared with angladesh, India and S
Lani, for example, Pakistan’s infant mortality rate isiigher.’hile life expecncy is also higher exceg
for i Lanka, the overall population growth at 2.1¢ (latesrevisec) is fe highest in the regio.
Simirly, other indicators show that a lot of progressvill havto be nade toreaningfully improve th
hean status of the populaticn,
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Table 11.1: Indicators

Country l Life Expectancy infant Mortality | mMortality Rate under 5 Population Avg.
! (2008) Rate per 1000 per 1000 Annual _(%) Growth
o , (2009) (2009) (2009)
~pakistan o ees R 95.2 7 2.1
india 63.7 - 30.1 78.6 1.55
" sri Lanka T 741 18.5 ! 12.9 0.94
“Bangladesh 66.1 59.0 ' 69.3 1.29
Nepal 66.7 47.5 71.6 1.28
China B 73.1 20.2 29.4 0.66
Thailand | 68.9 17.6 151 0.62
Philippines 711 205 27.2 . 1.96
Malaysia 74.4 15.8 11.3 1.72
Indonesia 70.8 299 31.8 1.14

Saurce: World 8ank, U.S. Census Bureau, Internatianal database; Planning Cammissian

11.2 Health Expenditure

Despite a nearly three fold increase in public sector expenditure since 2001, spending on health remains
abysmally low —and has declined as a percentage of GDP. Total public sector expenditure on health, for
both the federal as well as provincial governments combined, in the current fiscal year is projected to be
0.54 percent of GDP, which is amongst the lowest of all other countries at a similar income level.

Table 11.2: Health & Nutrition Expenditures (2000-01 to 2009-10) {Rs. billions)
Public Sector Expenditure (Federal and Provincial) | Health
) — e —r —_— Percentage \
Fiscal Years Total Health Development Current Change Expenditure as % -
Expenditures | Expenditure Expenditure of GDP
2000-01 24.28 5.94 18.34 9.9 ﬁ0‘72
#2001~02 _ 25.41 6.69 18.72 4.7 0.59
2002-03 28.81 661 21 134 0.58 B
2003-04 32.81 850 2a31 | 138 | 057 B
©2004-05 38.00 1100 | 27.00 " 158 ~ 057
20065-06 40.00 16.00 24.00 5.3 051
2006-07 50.00 20.00 30.00 25 0.57
2007-08 60.00 27.22 32.67 20 0.57
~2008-09 74.00 33.00 41.10 23 056
2009-10 79.00 38.00 41.00 7 0.54
Saurce: Planning and Develapment Division
Fig-11.1: Health & Nutrition Expenditure —]
78000 j . SO e e e i e
69000
60000 - )
51000 -
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BEEEEEEEEEEEEE
& - [ [ & [~ = [s2] ~t uy w I~ o ]
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Year Source: Planning ond Development Division
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13 Health Facilities:

Wile Pakistan enjoys a vast network of healthcar faciliti, coverige, acssibility, cost and qualis of
hilth care remain critical ‘ssues. An effective fightias bee launched in pventior and control of oth
cnmunicable and non cemmunicable diseases itorder have in impa in the scenario of doble
bden of diseases in the country. The health car systerin Pakitan coprises the public as we as
prate health facilities. In the public sector, districs haveeen giren powr for daveloping their vwn
sategies, programmes and interventions based oitheir lal neecs. In thprivate sectar, the rang of
- hilth care facilities includes accredited hospitalsand clizs, mecical prititioners, homeopathsind
hceems. In addition, non-governmental organizatins {N0s) andPakistas corpor.te sector are Isa
aive in the health and social sector, the latter uder th- Corpcrate ar Social Responsibility (SR}
mndate. They have been successful to a large extat in rang the evel ofwareness of positive helih
baviour among the peoole. The human rescurc availse for tealth ce registered tili Decemer
! 2)9 in the country included 139,555 doctors, 9,82 dentisand 69313 nues. The current populaton-
d:tor ratio is 1,183 persots per doctor and 16,91 persoper de:tist. Helth care is also provide to
tt public through a vast health infrastructurefacilitic now :onsistiz of 958 hospitals, 4;13
doensaries, 5,345 Basic Fealth Units, 572 Rural ialth Citres ard 293 T Centres etc. However, he
hilth care system as a whaie needs to be strengthned fuher at al fevels

Tile 11.3: Healthcare Facilities

_Hith Manpower  {  2007-08 | 2008-0 2009-10
_Ristereddoctors ! 128,093 | 13398 139555
. _Ristered dentists 1 8215 L9013 9s2
Ristered nurses . B2851 . 6538 69,713
. ‘_._‘_Rg_ulation per Doctor 1245 4 7 ‘ ”'_1183 7
_Pwiation per Dentist 19417 L 18, 16514
Pelation por Bed T eas - EC A

Source: Ministry of-Heah“

| 113 Physical Targets and Achievements During 209-10

Tt heath sector performance in terms of physicalnfrastrture i.:. Ruraliealth Centres, {RHC) Bsic

Hilth Units (BHU) and hospital beds has been encuragin The tagets fchealth sector during 209-

Uincluded the establishment of 50 Basic HealthJnits (1Us), 1) Ruraliealth Centres (RHCs), 17-

griation of 20 existing Ru-al Health Centres (RHCs 50 Ba: Healty Units HUs) and addition of 500

hepital beds. The manpower development targes covethe outwut of )30 Doctors, 500 Dentis,

40 Nurses and 5000 paramedics. Under the prventiverogran, -7.5illion children have (che

imunized and 22 million packets of oral Re-hydraon SalORS) ae to belistributed during 200910

: Tt achievements have been largely in vicinity of he targts. Targets anachievements for the yar

- 2{9-10 are given in Table 1.4

Tde 11.4: Physical Targets and Achievements During 209-10

SuSector Targets (Ns}) Ezimated Achiavements
2009-1( Achiev:ments los) {%2)
_A RuralHealth Programme __© ] A i , ,
| _ NewBasicHealthUnits(edUs) . 50—~ 35 87
| .. NewRural Health Centrec{RHCs) ¢+~ 0 7 . 70
. Upgradation of existing R-ICs i 20 5 _ 75 )
‘ - Upgradation orf'existing B4Us , s s : 90
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Table 11.4: Physical Targets and Achievements During 2009-10

sub-sect Targets {Nos) Estimated Achievements
Sub-sectol 2000-10 Achievements (Nos) (%)
'WB.Bedsin Hgfpitals/RHCs/BHUs 5000 \m_m 4000 ! 80
C. Health Manpowef pevelopment _ E
i Doctors 5000 ). N 4500 90
ii. Dentists 500 350 i 70
iti. Nurses 4000 3200 i 280
——— T I
iv. Paramedics 5000 4500 i 90
v. TBAs 550 450 82
vi. Training of LHWs 110000 | 100000 i 90

“D. Preventive Programme
i, immunization (Million Nos)
ii. Oral Rehyderation salt {ORS
(Million packets)

Source: Planning & Development Division

11.5 Health Programs

public health intervention include a number of programmes which are federally led With provincial
implementation arms. These include the Nationa! programme of TB control, Malaria and Hiv./Aids

a) Expanded Programme on Immunization {EP1)

The expanded programme on immunization {EPI) aims at protecting children by immunizing

them against Childhood Tuberculasis, Poliomyelitis, Diphtheria, Peruses, Measles, Tetanus and

also their mothers against Tefanus The Guvernment of pakistan provides support to the
programme through PCls; the current PClis under process for the period 3009-10 to 2013-2014
The Government has allocated Rs. 6000 million for the current year 3009-10 to improve the

. health status of children and their mothers.. This ensufes the commitment of the Federal
Government for provision of vaccines, syringes, cold chain equipment, operational vehicles,
printed material and launching of health education/ motivation campaign. The program has
been able to achieve major achievements as

» Surveillance for acute flaccid paralysis (AFP) has met global standards nationally.

» Ppentavalent combination vaccine (DPT + Hep B + Hib) has been introduced in the country.
This combination brought new vaccine Haemophilus Infiuenza Type b in the programme.

» Measles catch-up campaign carried out in all over the country wherein 64 million {100% of
the target) children were vaccinated.

» Government has brought GAVI support for pentavalent {DPT - Hep B - Hib) vaccine for the
country under co-financing mechanism. GAVI will pay USS 136 million and the country will
bear USS 15 million under GAV] Pahse-2 support.

» GAVI has also extended its support for the Immunization Services Strengthening through
state Bank of Pakistan snd utilization of these funds is through PC-1.

» Ppakistan has made tremendous Progress towards achieving polio targets and global experts
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have re-affirmed that country could b the nt poliofree coitry in the world. The noaber
of cases has seen reduced from thovands twst 89 :ases in009 and polio remains 1 just
a few strong holds across the countny

+ Successful negotiations with the Weld Banto supyort co. of polio vaccine throch an
IDA-Buy Down Credit, provision of poo vaccz2 is secired url early 2011, Success is nked
with indicaters failing which credit wi be corzrted tc loan.

b) AIDS Contro! Programme

In Pakistan, the trend of HIV epidemic hs shiftefrom alow-prealence state to concen-ated
state which is de-ived from the fact that iV prevence insome cthe high risk groups hatbeen
found to be more than 5% and existing khavio pattens signi it to be a high risk sitution.
Based on the strveillance data and epiemiolccal mcleling, v NACP has estimate: that
there are about 7,400 HIV positive peopm, apprimatel 0.1% cthe total adult populatin,

The Government of Pakistan expanded itrespor to HI\/AIDS t translating the strategi plan
into action through the Enhanced HIV/ABS Propmme (2003-0¢with assistance of the /orld
Bank at a cost of Rs. 2.85 hillion. Howeve, basesn the fndings 7 Mid Term Review; a rvisad
Mational Strategc Framework was desiged anche revsed PCs (2010-14) were deveaped
accordingly at a cost of Rs. 7.83 biilion vith thWorld 3ank stport. The mission is anore
comprehensive rationa!l HIV response an targetz effors towais achievement of Millernium
Development Goal 6.

Significant achievements of the Programre durirthe ye:r incluc

a. Service delivary projects for high ris groupn the jrovince covering almost 20% { the
target population.

b. Coordinationwith the UN system, intrnatior and biateral cnors

c. Operationalization of 20 treatment cntres v HIV mtients Federal area and Provices,
providing frez of cost treatment of oportuniic infecions ar ARVs to 1300 patients.

d. Revival of German funded Safe Blood ransfuwn proj:ct.
e. Revision of national HIV estimates an projeons usitg modeng with UNAIDS suppar.

f. Ongoing HIV second generation survillance nong BWs in x major cities of Punjal and
Sindh with UNAIDS collaboration for 'DG rejrting.

g. Operationalization of National Monitcing & aluatior frameork for HIV response.

¢} National Program for Malaria Control

Malaria is the 2™ most prevalent and deastatindisease in the >untry and has been a 1ajor
cause of morbidity in Pakistan. Reductiom:f malaa burden in theountry is both a nation: and
provincial priority. For next five years t009-23) federal andirovincial governmentshave
allocated Rs. 658.62 million and 1006 nillion 2spectirely foimalaria contro! activitzs in
country, Major activity to be undertakeiin thesrthconing fisd year 2010-11 in partular.

—
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world Bank funded PC-10n Nutrition in process.

d) National T.B. Control Programme (NTCP)

The total No of TB cases is 76,668 and the percentage of TB Cases Detection and care rate is
80%. To realize the targets TB-DOTS program is NOW integrated in district heaith system. The
LHWs, heaith staff, NGO workers and community volunteers undertake DOTS. Technical
guidelines and training modules are in place. The government aims at developing a strategic
plan including expansion of laboratory network; ctandardization of laboratory equipment and .
supplies; development of guidelines for guality assurance of sputum microscopy; establishing a
system annual feedback from the district where TB-DOTS interventions are already showing
visible results as indicated by the recent reports of STOP-T.B.

e) National Programme for Prevention and Control of Blindness

The Programme is in line with “VISION 2020” the global initiative of WHO for elimination of
preventable causes of blindness by the year 2020, The Programme aims 1o up-grade the existing
eye care facilities at the government hospitals across pakistan through provision of latest state
of the art ophthalmic eqguipment needed for early diagnosis and prompt treatment of diseases
leading to blindness. The equipment being provided by the National Programme also includes
Laser Machines (YAG & Argon Lasers) for the DHQ Hospitals, thus making possible the
availability of this latest treatment at doorsteps of people. The Programme has so far up-graded
63 Eye Departments with the provision of latest state of the art ophthaimic equipment all over
pakistap. Ophthalmic subspecialty clinics have been established at three Centres of Excelience
and highly qualified human resource in ophthalmology and allied vision sciences is being
developed at these centres. Furthermore, 72 DHQ hospitals all over pakistan have been
endowed with YAG Laser and 45 with Green Argon laser equipment thus making Pakistan the
only country in the region to have these facilities at secondary level district hospital.

f) National Programme for Family Planning (FP) & Primary Health Care (PHC)

The programs aims to delivery basic health services at the doorsteps of the poor segments of
the society through deployment of lady health workers (LHV).These workers are providing
services to their communities in the field of child health, nutrition, family planning and
treatment of minor ailment. Allocation for Current Fiscal Year 2009-10 is Rs. 7,000.000 million
and funds Released (July, 2009 to March 2010) Rs. 3,913.277 million. The expenditure Jjuly to
February, 2010 is Rs. 3,245.153 million

Programime performance during the current fiscal year include ;
+ 10,000 more LHWs were planned to be selected, trained and inducted in the Programme. .
The number of LHWSs inducted during current fiscal year is 8,045.

+ The 4™ independent (Third party) Evaluation of the Programme was completed which was a
two year study and significant in terms of validating Programme impact and performance.
g) Cancer Treatment Programme

pakistan Atomic Energy Commission (PAEC) has been playing a vital role in the health sector by
using the nuclear and other advanced technigues for diagnosis and treatment of cancerous and
alied disease .Presently more than 13 Nuclear Medicine & Oncology Centers equipped with
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excellent facilities are working under PAEC ad servii with cintinuosly integrate prograims i
diagnosis of different kinds of cancer/ allied iseasesviajor «isciplins available and operati
in different PAEC nuclear medical centers inude tt disciplnes of uclear medicine; Clinicl
Oncology; Surgical Oncology; Clinical Labratorie Radioogy; fdical Physics and B»
Engineering etc. Besides management of theoperatns of najor diipiines in different PAE
- nuclear medical cenlers, Directorate Gener: of Mdcal Sciences, AEC Headquarter is als
working on “Human Resource Development rograme”. Ths will pvide trained and exper
personnel in each field of cancer diagnosis anitreatmit.

h} Drug Abuse

Drug Abuse is Widespread in our society anchas affted Patistan imay ways. 1t adds to th
cost of our already over burdened health are sysm. Palistan ts a high abuse rate fc
opiates. The United Nation Office of Drugs an«Crime INODC estimass tHat 40% of the herot
and morphine trafficked out of Afghanistan trasit thugh Pakistan.

A new Drug Abuse Control Master Plan (2€0-14) :s beer prepa:d to meet the growin
challenges. Expenditire under this plan is exected " be Rs.10994 iillion, out of which 25¢
will be met from Government of Pakistan fuds whilremairing 75%rom the foreign donor
assistance

Dbjectives of the plane have been defined ad achvable tagets s with emphasis on bot

supply and demand reduction activities A stategy vh key cbjectivs as (i) Supply reductio

through strengthening law enforcement. (if) ontroi-oductin, traf:king and distribution ¢

. narcotic substance.(ii) Enhance efforts to orfeit -ug-gererated ssets and curb rone
laundering (iv) Demand Reduction through acelerateinitiatiees and-eduction in the numbe
of drug addicts through prevention, treatmenand relbilitatitn meages.

| Currently there are 12 ongoing projects whictare bel implenentedt the cost of Rs. 611.01
miilion with 296.233 million by Government ¢ Pakish and Rs. 315. 30 million as foreign aic
Besides, 6 new Projects are also approved fo 2009-: with tetal cosof Rs. 67. 337 million. .
new Anti Narcotics Pelicy 2010 is under procss to alress the preving drug situation in th
country. This new Palicy outlines a number f objeves targeting $eply reduction, deman
reduction and international cooperation.

Seizure of Narcotic Drugs

Seizees of narcotic drugs for the period 1% July 2009 t 31 Dember,2009 iss under:-

. Tabli1.5: Seizure of Drugs

..No. Kind of Narcotics Quarty _°f Drugs
(Se:xd in Kgs)
| ! Opium 223, 689
2 Morphine 151. 000
3 Heroin 27.342
4 Hashish 20117. 337

Source: inistry cf Norcotics Contre

]
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11.6 Food and Nutrition

Nutrition adequacy is one of the key determinant of the quality of human resource. Despite the rapid
progress in the technology of food production and processing, malnutrition continue to be a major area
of concern for public health. The problem of malnutrition encompasses three macronutrient
deficiencies, Iron, Vitamin A and lodine. They together contribute to great deal of all health and reduced
level of developmental activities in children and adults. The basic causes of these deficiencies is lack of
adequate intake through the diets compounded by poor bio availability Adequate diet provides good
nutrition for healthy life and human development. Millions of people around the world are malnutrition
due to inadequate dietary intake and illness. Malnutrition persists in Pakistan especially among young
children and women in the childbearing age groups. It affects physical and mental health, thus resulting
in poor education performance, low labour productivity and poverty. Apart, about 50% infant and child
deaths relate to malnutrition. The factors involved in malnutrition are food security, infant and child
feeding practices, health care, water supply & sanitation and education etc. Nutrition interventions are
low cost preventive action and specific intervention for food security along with nutritional awareness
and safety nets are being taken to address the nutritional issues.

Availability of major food items had been maintained during the year. However, the shortfall of sugar
was covered by taking necessary measures to meet the requirements. The average caloric availability
remained around 2441 and protein at 72.9 grams per capita/day against the average requirement of
2350 calories per capita per day. The availability of essential food items over the period is briefly given in

Table 11.6:

Table 11.6: Food Availability per capita

kems | Tfn":t’;’ 1649-50 | 1079-80 | 1989-90 | 1999-00 | 2003-04 | 2005-06 | 2006-07 | 2607-08 ‘m?;'og 20?%'10 -
Cereals | Kg | 1305 | 1471 | 1607 | 185 , 1507 | 1514 | 14838 1663 | 166.1 | 1598
buses | Kg | 138 | 63 | 54 7.2 6.1 7.9 7.2 7.2 6.1 7.2
Segar | kg | 171 | 287 | 54 | 336 | 253 | 322 | 315 | 256 | 308
Wik | L | o7 | 948 | 1076 | 1488 1s4a | 1626 | 1701 | 1721 | 1752 | 1762
Meat ke | o8 | 137 | 173 | 1876 | 188 1 197 206 | 201 | 208 | 216
Esgs | Dozen | 02 12 21 | 51 4.6 5.2 5.4 5.3 5.7 6.0
Fdibleoil | Lr | 23 63 103 | 111 | 113 127 | 128 | 133 | 134 133
‘Calories per day [“So7s | 2301 | 2324 | 2416 | 2381 | 2386 2349 | 2470 | 2456 | 2441
Protein per day ""628 | 615 | 674 | 675 | 678 | 695 | 690 72 725 | 729
T: Targets

E: Estimates Source: Planning ond Development Division

a) Nutrition activities and Programs

Primary Health Care {PHC) covering nutritiona! activities by micronutrient supplementation to
women of child bearing age, Vitamin A drops administered to children 6 to 60 months, growth
monitoring, counselling on breast feeding & weaning practices and nutrition awareness through
Lady Health Workers (LHWs). Micronutrient Deficiency Control Program through food based .
approaches for major

b) Micronutrient deficiencies i.e. lodine, Iron and Vita min-A & D, are being implemented by the
private sector and coordinated by Ministry of Health.

a. Salt lodization in private sector has been strengthened in more than 68 districts atong with
awareness material.
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b. Wheat Flour Fortifcation being expanded 3 128 fur mill: in the >untry and mass media
campaign for consumer education,

c. Vitamin A & D ‘ortification in vegetab: gheoil thrcughouthe country which ic
mandatory.

c) School Nutrition Program has been designeias a scal safey net aj incentives to imprave
the nutritional status ¢f Government Rurai Prirary Sctol going childra along with to increase
enrolment and reduce gender disparity and dro out res. Theprogra is still unapproved and
has priority to initiate i1 the next year.

d) Food Quality Control System: Reference iboraty for cuality i1s been established at
National Institute Of Health, Islamabad.

e) Food Support Program: Poor househald fod supjrt progam of akistan Bait-ul-mal has
been integrated into Benazir Income Support Pagram 1SP) fo: wider sverage throughout the
country.

f) Food Security: Special Prbgram for food secrity anproducivity erancement is being run
by the Ministry of Food and Agriculture to mee food rjuirement and snsumption demand of
the people.
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Capbital Markets

A total (650 companies were listed on the Karachi Stoc Exchzge (KSD as of 1d-March 2010, with
Paid up pital of Rs. 894.2 billion. Aggregate market capalizatic as at end Mah, stood at Rs. 2,890
billion (36 35 billion). Market capitalization to GDP ircurrery just under %, which is low by
comparin with many countries :n Pakistan’s peer referere grow

July to farch FY10, the period tnder review, saV_V 4 " qple 12. EQUIT" MARK DEVELOPMENT {KSE)
recoveryphase in the country’s premier capital 2009-1) (as of arch 31}

market. "he benchmark KSE-100 index rose 33%, in T
line witthe broad recovery in global equity markets. o »
From itsecent trough in January 2009, attained in  p5rket citalization to GD |
the aftenath of the ‘floor imposition’ at the KSE in -~ - - -
late 200 the KSE 100 index is ud 107%. An influx of  kid up cital as a %age 03DP 6.0
foreign prtfolio investment during the July to March

19.7

Sock Mazt turnover to pd up cagital 3.7

FY10 pead, with inflows crossing USS 440 millionat 7" 7 T T T T T
their pek, have powered the index, but volumes Mmber disted cempanieit KSE as a 1.2
traded rnain a fraction of the period prior to 2008. _288 of tal regiszred conanies.

A large it of the drying up of liquidity in the market Soce: EA Wing, KSE, SECE

is the atznce of leveraged products. =

12.1 Gloal Equity Markets

Fiscal yer 2009-10 started with hope of recovery from th globainancid crisis. ne recovery after the
financia:risis was fragile at its o1set with signs that the rorld’s arkets vould r:oup, but these were
weak ar vulnerable. Central barks reacted quickly with xceptially lare interst rate cuts as well as
unconvetional measures to injext liquidity and sustain cedit. T: globaleconoy expanded for some
time buts effect on empioyment has not yet been seen.

The vulrrability of the global economic recovery as well s of theull runin worlfinancial markets has
been urerscored by the onset of the Greek debt crisis.3lobalmmodties an equities have seen a
sharp st off since early May. US markets plummeted o 6" M 2010 with th Dow Jenes Industrial
Averagealling nearly 1,000 poin's, in what has been dubed theflash cash”. hrkets remain wonbiy
despite e size of the emergency package put together b the Evzone ountriefor Greece.

Table 12 shows the performan:e of the global and reginal mxets sirce May009, as measured by
the MSw-Barra Price Index which measures the price pefornar of mirkets. Imeasures the sum of
the fredoat-weighted market capitalization price returnof all iconstitients oa givenday.

l
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{in USD)

Table 12.2; PERFORMANCE OF EMERGING MARKETS

MSCl index I | 28thMay 2010 28th May 2009 ’1 Yage change _
EM (EMERGING MARKETS) 917.047 761.744 20.39
EMASIA - 374.527 315214 | 1882
EM EASTERN EUROPE 189.71 160998 | 17.83
"EM EUROPE - _ﬂ_ 425.326 348236 | 2214
EM EUROPE & MIDDLE EAST B 361,569 295.175 | 2249
TEM FAR EAST - 323.02 7a201| 1780
EM LATIN AMERICA 3,680.22 3,000.08 | 22.67

Source: www.MSCIBarra.com

12.2 Performance of KSE

Mainty on the back of foreign buying, the KSE-100 index has risen 74 per cent since its trough in January
2009. Even after the recent sell off in equities, the KSE-100 index has gained 33% since the start of fiscal
year 2009-10. Eoreign portfolio investrment (FPI} in the KSE has risen sharply for July to March 2009-10.
According to National Clearing Company of Pakistan Limited (NCCPL) data, the cumulative net inflow of
foreign portfolio investment increased by UsS 431 million.

The other positives during 2009-10 to which equity investors have responded have inciuded the
restoration of macroeconomic stability following the balance of payments crisis of 2008; the IMF
program (signed in Novermnber 2008) having remained on track for over a yean the upgrading of
pakistan’s sovereign rating by Standard and Poor’s, and the revision, 10 stable, of Pakistan’s outlook by
Moody’s, both in August 2009; and the semblance of a growth recovery in the economy, for large scale
manufacturing in particular, despite the challenges.

On the back of the net buying by off-shore investors, the KSE-100 index crossed the 10,000 mark on 12"
March 2010 after a period of 18 months.

Table 12.3: Profile of Karachi Stock Exchange

2009-10
{Jul-Mar)
__I\'Jymber of Listed Companies 650

New Companies Listed '

2008-09

Turnover of Shares (biltion) o 331
Average Daily Turnover of shares {million) 2625 238.2 179.9
Aggregate Market Capitalization {Rs billion) 4,019.4 3,777.7 2,143.2 2,890.0
Source: KSE .

important Measures Taken at KSE in 2009
+ Introduction of corporate Bonds Automated Trading System.
+ DataVending and Launch of Mobile KSE Automated Trading System (mKats)

+ implementation of Internationally accepted industry classification Benchmark a jointly
Jeveloped.

+ Classification system launched by FTSE Group and Dow Jones index.
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Risk Management.

Introduction of Client Level Margining Regne.

Restructuring of Net Capital Balance requizment.

Pre-settlement mechanism in Ready & Delerableuture (ontractlarket.
Introduction of Exposure Dropout Facility uring Tding Heurs.

Introduction of Client wise cash deposits aocatigagainst 2xposu: margin and losses.

¥ ¥ ¥ ¥ ¥ ¥ ¥

Change in Penalty requirement on Net Captal Balice Certficate.

:.3 Foreign Investment

Aer massive outflows in 2H 2008, foreign portfio invement nade a:rong comeback in 200-10.
‘e net portfolio investment during July 2009+arch )10 stcod at 431.93 million in Pakitan,
icording to NCCPL.

¢ a result, from an average of 9 per cent in 200%he shz of overseas irestment in total voluirs at
te local bourses increased to 15 per cent in Mara 2010 uring te peril, benchmark KSE-100 1iex
Is gained 38 per cent (33 percent in USS terms Hower, sine the ed of Agril, selling by fozign
irestors has reappeared, in line with the retrencment vnessecin glotl financial markets foilcving
ie eruption of the Greek debt issue.

“ble 12.4: FOREIGN PORTFOLIO INVESTMENT (FPI)

14" May 2009 14May 2010 1
WESTOR MARKET TYPE US DOLLAR | INVEOR WVIRKET TYPE USDOHLR
JREIGN FOR5N ‘ ) )
OIVIDUAL REGLLAR 15,179 INDISUAL IGULAR 695 -
TOTAL 15,179 TOTAL 695 |
FREIGN FOREN
9 : '
ORPORATES REGLLAR 590,063 CORMRATES GULAR 1,497,48
TOTAL 550,063 rOTAL 1,497,438 |
VERSEAS OVEFAS i L.
IKISTANI REGLLAR 3,273 PAKIANI -GULAR Ak
UTURE
273
TOTAL 3,27 CNTRAC- (8,511
OVEFAS
, T :
GRAND-TOTAL 608,515 PAKIAN: TOTAL 33,90(
Source: NCCP GENDTOTAL 1,532,08
Source: MCPL

:.4 Corporate Profitability

¢rporate profitability has declined dramatical' since!006 (fig 12.. After tax profits fo! the
impanies listed on the KSE have shrunk 77% be~een D6 and 2009. | comparison to 2008, pofits
zer tax declined 67% in 2009, reflecting the impct of difficult operatg environment. A distvbed
lv and order situation in the country, a balnce opaymeits cris. and the resultant Rpee
(preciation of over 20%, and the energy crisi have | combined tcdiminish profits. The 1ter-
irporate debt issue in the energy sector has hit te othevise mcst profible listed sector particlarly
ird.
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since cgrporate profuta‘.b'mty has a large bearing .on Fig-12.1: Corporate profitabitity (2005-10)
future investment decisions, the sharp contraction
in profits of listed companies over the past few

years can partly explain the subdued investment

400 T T T

350
300

250 ___"______,___..-—-——*——*——*"‘——_—v

response sinceé 2008.

200 __’__d_’_——————""'_—

Es. billion

profitability is concentrated in 2 few large
companies in the Energy, Telecoms and Banking
sector (see Fig-12.2). Concentration has an effect of
distortion on the profit calculations. Comparing the
loss as well as profit making companies In 2008 and
2009 it can be observed that the decline in profit
making companies was 54 (17%) while 21 (9.1%)
more companies reported losses.

150 _______,__"__._—————f-———“‘”—'“"'"__,__—-
100 ’__’__ﬂ__,__,...—a——-——-—*—'"—‘___W__ﬁ__
S0

o]

2005 2006 2007 2008 2009

source: KSE ~

Fig-12.2: profits by Sector in 2009

Textile

Sugar

Misc.

Paper
Chemicals
Trans & comm
Auto & Allied
Cable & Elect
ganks & Fis
Cement
Engineering
Fue! & Energy

100%

0

-10 0 10 20 30 4 50
source: KSE

Table 12.5: Companies Listed on KSE and their Before Tax profits
profit Before
Taxation
{Rs billion)

Dividend
Paying
Companies

Loss Making
Companies

profit Making
Companies

No. of
Companies

Sector

Cotton & other
Textiles
Chemical &

fﬂ, Pharmas__
3 Engineering
o Awosaled '
5 Cables & Electric
7 | Goods_
6 | Susar & Allied.
7 | paper & Board
7 jraper™
2] Cement
9 i Fue! & Energy
174
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Eablzﬁsguﬁlémue_s tisted on KSE arird”mei}:é'é%é?e-i';lE_;;-fg - S
- ST

MNo. of Profit B?fm |v=c|_enc pfit Making Less Makin;

" Sect Cempanies Taxation Paying rmpanies Com ies

No. “EOr part [Rs bilion ompaniss panie panies

2008 2009 2008 209 108 209 | 268 20009 2008 200

10 Transgort & Comm. 14 15 -44.69 69 4 6 ! 8 6 4

1 Bank&Fin. €9 | 169 90.06 <66 | '8 o | 55 55 71
~ Institutions o i L L

12 l Miscelfanecus 85 88 44.64 409 | 7 11 | o« 4 1s 27

Total 63 656 301.32 253 21 86 3 269 230 25
Source: SE

12. Primary Mobilization zt The KSE

Asown in Table 12.6, banks have historically pleed a uch larier rolen primary mobilizatiorin
Pastan as compared to the capital markets, with te exceion of he preous two years. The ris¢in
creit disbursed by banks is more pronounced from 002-0onwards due toanking sector reformsin
counction with a number of other factors. Some ofhese irude:

»

banks a cheaper cption.
*

listing.
3

cear of loss of management control

Listing requirements and cost of issuance as beefairty sgnifica;, making borrowing frm

Companies prefer to avoid the “regulator burde and rreater isclosure associated wth

Tae 12.6: Primary Mobilization

New capital Bak credi | tew capal Sank credit
Ye raised/issued dbursed raised: disbursed as
(Rs. In billion} {Rs.n billio a%age of DP a %age of GDi
#.'EOH}S - h 12 3.7 L37_8 o 1.% o 6.7 -
205-06 B T w017 | oo 5.2 i
?65-07 a T 119.2 SE—E.')' o .“1.3 4m»2 )
20-08 105.4 w84 | 10 38
203-09 ] 101.4 18.9 0.8 014
203-10* B 2s28 | owrz | 17 o
*Jj-Mar Sources: SBP, FA w_:’g: o

i3 Islamabad Stock Exchange (ISE}

Abresent there are 118 members of ISE out of wich 10are conorate sdies including commesial
ar investment banks, Development finance instistions IFls) ard hrokage hcuses. The othe 18
Vmbers are individual persons. The average dai' turncr has ow crised the figure of 1 miicn
stres. The [SE-10 index began the fiscal year at 175.53 pnts ancendedne third guarter at 244.39

pnts.
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ECOnomic Eu_tr‘,fe_y 2003-10

— -

T_Tablg iz_’.—_?ZiﬂPr_ofile of Islamabad Stock Exchange

2005-06 | 2006-07 | 2007-08 | 2008-09 2009-10
___________ . ] {Jul-Mar}

Emr_s}?grﬂgi iﬁgﬂa—@panies I 240 246 | 248 | 261 242

New Companies Listed o 6 12 7 15 1

Fund Mcbilized {Rs. biliion) 5.2 30.7 24.6 24.8 616
“isted Capital (Rs. billion) 3745 | 4886 551 608.6 -
“Turnover of Shares (biltion) o 0.4 0.2 0.6 0.3 .20
wewdex 76339 | 2,716 | 2,7496 | 1,713 2,330
Aggrega?é’i\'narkét—Ea;]{anzaﬁon (Rs billion} 21016 | 3,060.6 | 2,872.4 | 1,705.1 -

- Not available Source: ISE

12,7 Lahore Stock Exchange {15E)

The LSE-25 index, which was 2143.27 points in June 2008, increa
market capitalization of the LSE has reduced from Rs.
Rs. 2746.325 billion till March 2010. Two new companies a

sed to 3201.2 points in March 2009. The
1553.087 hillion titl March 2009 1o

nd two open-ended funds were listed with

the LSE during July-March 2008-09, as compared 10 5 new companies and 11 open-ended funds in the

fiscal year 2009-10. Tota
Rs. 827.482 biflion in M
March 2009-10 was 2.51 hillion. it was

| paid up capital with the LSE increased from Rs.

8 16 the year before.

721.064 billion in 2008-09 10
arch 2009. The average daily turnover of shares o

n the exchange during July-

Table 12.8: Profile of Lahore stock Exchange

2005-06 | 2006-07 | 2007-08 | 2008-09 2009-10
— | — | QulMar)
T of teted Componies | 518 Ts0 | 514 | sm 503
NewCompaniesUsted 7 | o | 2 s | 5

eI obiized (Rebilion) Tl s 388 207 | 328 423
i Cooia (Rs bl | 4695 soa6 | eeas | 7283 | 8274 B

farmover of Shares (billion) 15 8.2 65 | 27 | 25
e 43793 | 48499 Se658 | 21323 | 320120
" Agaregate Market Capitalization (Rebilion) | 26933 38508 | 35142 | 20182 27863
Source; LSE

The total furmds mobilized during July-
amounted to Ks. 252.78 billion, The tota
period was 36.65 billion.

12.8 Debt Capital Markets

The debt capital markets consists of the primary issuance and secondary tra
income securities issued by the Government and orivate sector, as well as,

discussion, instruments of National Savings.

12.9-1 pakistan Investment Bonds {PIBs)

pakistan investrment Bonds (Pips) form A big chu
government with fong term maturity debt. SBP heid i
in FY09. The PIB portfolio was expanded in FY09 wit

176
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March 2009-10 in the three stock exchanges (KSE, LSE &

ISE)

| turnover of shares in the three stock exchanges during the

ding of all bonds and fixed-
for the purposes of this

nk of Government securities. They provide the
ve auctions of P1Bs in FYO7, seven in FYQ8 and four
h the inclusien of a 7 years paper while rises in
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diount rates caused revision of coupon rates.

Wwhin the Permanent debt, PIB retained s
dninant share. The breakup of domestic det
seicing data reveals that interest payments on te
pimanent debt increased significantly during Jul-Jn
0 compared to same period last year, Tis
inease was largely due tc interest payments on 1-
yer PIBs, in line with its increasing share in the toil
oistanding stock of PIBs.

Tt government raised Rs 8.67 billion throun
aition of Pakistan Investment Bonds (PIBs) n
ivrch 17, 2010 increasing “he yield on 10-year PIB>
175 percent from 12.53 percent. it raised Rs 6.6

Taz 12.9: lIB Coun Rates for FY10 (De-c_OE]“)- -

'revious ‘
Tor i cipon Rate Curremr .
(30jungg) | couponRie
3-ars 11.25% | 11.25%
sears 11.50% | 11.50%
7-ars 11.75% C1175%
10ears 12.00% |  12.00%
1Sears 12.50% 12.50%
,2cears S WI3,00% oo -
3Cears 13.75% 13.75%
Source:?;f»‘

bion through the sale of 10-year bond, Rs 1.28 bilbn thragh thre:-year tnd, Rs. 1.09 billion throg!
fiv-year bond and Rs 240 mitlion through seven-yar bor. For th: three’ive and seven-year bois,
tr cut-off yields were raiced to 12.49 percent fron 12.30ercent 12.5% ercent from 12.40 perciv

ar 12.70 percent from 12 .50 percent, respectively

T:ie 12.10: Interest Rate Structure, FY 2008-09

Teors 31st :)ec'OS | 31st DApr'09 | ;’:;':);E) 3:Sep03 | 11-Nov-03 (\;al"';:"]‘r
(%) ; () bs & % bps

Bzars | 31370 . 1204 | 6 1200 | 1226 1 oo
52ars 1080 | 1295 . 35 126 | 1240 | 004
72ars 1434 | 1314 . 20 125 124 003
1ffears 1455 & 1324 | 31 125 12.44 0.05

Source: il

Fim January to June 09 Stkuk bonds worth 19,27Rs. mil n wergissued hile from July to Deceri
Othe figure was 22,076 Re, million making the totzRs. miin 41,351.

T:de 12.11: 3-Year ljara Sukuk Auctions Resuit For FY1(

(Rs. billios‘)l

Offere cepted Croff Variance of
De Target j . . Acceptance
Amour nount | Nrgin : .
o e L oo BgRINST Targe
Ju8-Jun09 (20-12-08) 10 7.35 6.00 | +bps -4.00
Ju8-Jun09 (04-03-09) 10 21.4: 1533 ,  +ps +5.33
Jibec09 (05-10-2C09) 10 30.3¢ 144 i -3ps 4.40
Tal 40 59 42 | 2
Source:BF

Biks tended to negotiate higher rates on governrent guanteeddebt irhe wake of low liquidit iy
tt system, in addition to concern about concentation cexposue. Hers, the first issuance of iie
Tm Finance Certificate (TFC) in March 2009 was riced (KIBOR 2lus 1.7 percent, while the secri
iuance in September 2003 was at KIBOR plus 2 pezent. Silarly, tie ratefor financing commodit
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operations were around KIBOR plus 2.5 to 2.75 " Table 12.12: Floatation of TFCs, July 09 - March 10

nercent. (Rs. biflions)
L issue
12.8-2 National Savings Scheme {NSS) Name of Company Listed at Size
. . T . 1li k Ltd. E .

National Savings Organisation is the biggest non-bank A ned'Ban d KS 3.00

R . Askari Bank Ltd. LSE 3.00
borrowing institution for the government, with over - i
. - . ) Engro Chemical Pakistan
six million account holders investing more than Rs. .4 KSE 2.50
1,500 biltion. Special Savings Certificates and 5pecial g 3.50
Savings  Accounts remained the  attractive Source: SECP

instruments for the investor despite the higher
. interest rate offered by Bahbood Saving Certificates and Pensioner’s Benefit Account,.

Mobilization through prize bonds saw a significant improvement. This was mainly due to the decision of
the government to increase the amount of prizes on different denominations in Feb 2009. The interest
payments on the matured stock of DSCs still constitute a major share in the total interest payments on
unfunded debt.

Within the permanent debt, a major development was the introduction of first ever tradable National
Saving Bond {NSB} in Jan 2010. The government was able to attract Rs 3.7 billion through NSB during Jan
2010. The National Savings bonds {NSBs) are authorized by the Ministry of Finance and backed by a
sovereign guarantee of the government of Pakistan. The National Savings Bonds (NSBs) mark a paradigm
shift of goavernment borrowings from the banking sector to the non-banking sector — the latter heing
relatively less inflationary. The NSB bonds are relatively of a small size of Rs. 3.6 billion at the start, but
they would extend the outreach of the stock exchanges as they would deepen the domestic debt
market. National Savings Organisation aiready manages over Rs. 1 trillion of public money in various
savings schemes. The current year target for fresh investment is set at Rs. 240 billion.

Debt servicing cost being incurred against matured stock of DSCs forms more than 50% of the total debt
servicing cost on the unfunded debt. However it is pertinent to note here that the outflovs in the form of
interest payments on DSC is declining overtime. Also the debt servicing cost of Behbood Saving
Certificates {BSC) and Special Saving Certificates {SSC) increased significantly in the period under
discussion, as the major amount raised against these certificates was issued at significantly higher
interest rates during FY09,

Tagle 12.13: Net Accruals in National Savings Schemes (Rs. billions)
2004-05 2005-06 1 2006-07 2007-08 2008-09 2009-10
B . July-Mar
~Defence Savings Certificates -8.7 -7.6 -5.8 -4.3 (27.4) {(35.07)
Special Savings Certificates (R} -83.3 -57.7 7.0 13.8 128.4 51.97
“savings Accounts 2.9 0.2 9.2 9.0 | (109) (1.2)
“Speciai Savings Accounts | 19 1 07 6.5 55 216 29.75 -
Regular income Certificates 407 Bl i5—6 -17.0 03 1 40.1 33.93 T
Pensioner’s Benefit Accounts 17.7 16.4 11.5 i87 | 222 1416
Bahbood Savings Certificates 60.7 59.6 47.2 . 38.8 ' 78.5 4510
National PrizeBonds 1 94 3.3 50 | 83 i 146 27.32
_Postal Life Insurance ) T _ Loii :@3_ - ‘z - _ﬁ!— ST
Grand Total | -394 87 | 676 | 895 | 2671 | 16596

Source: Centrai Directorate of National Savings
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ThelSS during the first ten months of 2009-10 attrated Rs.66 billbn comared to Rs. 267 billion r
thehole of last year. Non-tank finance, especially fym NSmade i possib to arrest the borrowins
frorthe banking system in FY10,

12./Investor Base
12.1 Leasing

Dueo a competitive operating environment and ligudity pnlems, kasing cmpanies have undergos

_ sigricant transformation in the last few years. Mosvisible e strucural cinges in the leasing sectr

on -count of mergers and amalgamations. During 1e perd July-becemb:, 2005, Al-Zamin Leasig
Comration Ltd. was merged with and into Invest apital Festmeit Banktd. anc ORIX Investmet
Bar Limited was merged with and into ORIX Leasir; Pakisn Limit«d. . Dung the period July, 200-
Mah, 2010, one housing company was acquired branoth¢group ind thrs leasing companies wee
meed with other entities. Despite consolidations /rergershere ar still shificant challenges for te
leang sector.

As 1 March 31, 2010 there are nine (9) active licensd leasi compaies. Tt major financial indicatcs
of fe sector are summarized as under:

Tol Assets {Rs. in millon): 40,266
Tol Equity (Rs. in mitlon}: 5,316
Toi Deposits (Rs. in million): 3,187

12-2 Investment Banks

instment Banks have not oeen able to make any gnificaicontritution aprimarily they focused n
thenalogous financial services as offered by the cavential bankng secir. investment Banks wee
no able to compete owidg to their limited acess toesourc: mobiation coupled with iw
cagalization and limited branch network when comared tthe conmerciibanks offering the simbr
seices. Investment banks are being encouraged fc a moiviable ind suainable business modelo
helted more towards offering of non-funded i.e. fe and camissiol basedinancial services

Asn March 31, 2010 there are eight {8) active licenzd invement banks.

Thmajor financial indicators of the sector are sumrarized under:

Tol Assets {Rs. in mikion): 31,499.97
Tol Equity (Rs. in milion}: 3,358.37
Tal Deposits (Rs. in milion): 27,616.27

12-3 MODARABAS

Dung the last two decades, notwithstanding thechaileres of aready ceply entrenched intersi-
bad financing system and resource mobilization castrain, the sestor haserformed reasonably vl
ar shown a steady growth in the past few years.There ia decrease in ‘e assets of the Modaroa
seor from Rs. 26,626 million as on 30.6.2009 » Rs. 397 nillion aon 31.12.2009. Similaly,
inmstments in the listed securities has also shown imargir decline from £ 2,616 million to Rs. 1,54
mion from the corresponding period. However, thre is aight increase ithe equity from Rs. 11,34
mion {30.6.2009) to Rs. 11,556 million {31.12.209). It iexpected thatne financial indicators /il
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improve on the betterment in the financial and economic conditions of the country.

he approval and certification by the Religious Board for twelve new islamic financing agreements
would eliminate disparity and bring Modarabas at a same level with other financial institutions for
resource mobilization.

The assets of the Modaraba sector ctood at Rs. 24,516 million as on 31,03,2010 as compared to
Rs.24,397 million as on 31,12,2009. Simitarly, investment in the listed securities was 1,497 miliion.
Moreover the equity was Rs. 10,779 million as on 31,03,2010.

As on March 31% 2010, there were 41, registered Modaraba Companies and 26 Modarabas in existence.
6 Modarabas are in the process of winding up. The major financial indicators of the sector are
summarized as under:

Total Assets {Rs. In million} 24.51
Total liabilities  (Rs. In million) 13.32
Total Equity {Rs. In million) 10.77

12.9-1 Real Estate Investment Trusts (REITs)

Pakistan has witnessed a property boom in the last decade and the launching of REITs as a new
investment product will: (i) provide retail investors the opportunity to share the dividends from the
robust real-estate sector; (i) facilitate professional developers in undertaking mega-construction
projects without the traditiona! fiquidity issues that property development companies are confronted
with: and (ilf) maximize the efficiency of property utilization by creating an equilibrium between demand
and supply of property on the one hand and provide more efficiently managed shared use rental
properties on the other.

in March 2009, the Commission granted two permissions to incorporate REIT Management Companies
(RMC) in Fakistan who would launch REIT schemes after obtaining the prerequisite approvals from the
Commission,

12.9-5 Private Equity & Venture Capital Fund (PE & VCF)

Private Equity and Venture Capital Fund {PE & VCF) is a unlisted closed-end unit trust fund :pen only to
high net-worth individuats and institutions, due to its intrinsic nature of being a high risk a: set class. In
August 2008, Securities and Exchange Commission of pakistan approved the regulatory framework for
registration and regulation of PE&VC Funds in Pakistan

Unfortunately dua to dismal taw and order situation and general economic downturn, there has not
heen much activity in this area.

12.9-& Voluntary Pension System

Ceven Pension Funds (four lslamic and three conventional) have been Jaunched under the Voluntary
pension Systemn Rules, 2005, While the seed capital generated was Rs. 690 rltion, the industry stood at
Re. 1,004 million as on December 31, 2009, while the industry was at Rs. 1,068 billion as on March 31%,
2010.

(=)
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12.7 Mutual Funds

niual Funds marched on the road to recovery durin the peod July— Dece ber, 2009 with net asses

shoing an increase of 42% i.e. increasing from Rs182 bon in Jinuary, 009 to Rs. 258 billion 1
Decnber, 2009. The total nimber of mutual funds ccod at16 in Dcembe 2009 compared to 953
Janiry, 2009 substantiating an uptrend in the indusy both termsof groih in net assets as well s
numer of mutual funds laurched. Growth was primrily evi:nced ir the cagories of money marke,
incae, and capital-protected funds. This shift, howeer, wainticipaed esgcially keeping in view th
facthat appetite towards risk had subdued in the af:rmathf the cisis thazntangled the industry 1
late 008, effects of which carried forward till the firt half (2009. “he netssets of the mutual furt
inditry amounted to Rs 253 biltion, as on 28" Feruary J10* a; comped to ®s. 258 billion 1
Decnber, 2009.The total number of mutual funds s»od at!1 as atMarch1,2010 compared to 15
in Dcember, 2009 substantizting marginal growth in1e nuner of mutual fuds launched.

Desite the unprecedented financial turmoil, mutuafund inistry ingenerawithstood the down tun
anduccessfully managed moaunting redemption pres;ure byepaying in excs of Rs. 90 billion to th
inveors.

Tabl12.14: Snapshot of key firancials as at March 31, 207 {Rs.million)
Leasing Companies | InvestentBanis | Iodaraba’s
Tota\ssets 39,353 sy 3016
Totziabilities 34,091 201 513,069
_Totzquity ) ) 48391 o 81 ..-----—9-’17177 o
Totadeposits 3,553 3' 1308 151
: Source: SEC

12.1 Capital Market Reforms

Thescus of the reforms was to improve risk managetent of e market.

Theconcept of Concentration Margins was intducec and :mendizrits pertaining to th
Impmentation of the same in place of special marms on 'rivative produs, were approved in th
Regations governing Risk Management of the Stock xchang.

Anoer important measure was the phase-wise implmentain of th: clientavel margining system ¢
the :ock exchanges and the NCCPL. The said systenwouldssist in2aliminang chances of misuse ¢
onelient’s margins against exposure requirements oother onts.

Theeliverable Futures Contract Market was relaurhed in ew of -he maet need for a derivativ
prouct. This re-launch was characterized by measres forevamp:d risk \anagement of the sai
prouct,

Alscthe SECP is facilitating “he stock exchanges in «plorinavenue: for inoducticn of ndex base
Manrt Halts, which is geared at reducing the risk asociate with tading : the stock exchanges b
progssively increasing the drcuit breakers on indiviual scrs thereyy allowg the securities a wide
rang for movemeant, in line with international best prctices.

12.1 Developmental Activities

ThetCP, in the earlier haif of the year 2009, had con:itutedationallevel fams cormprising of all th
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prominent stakehoiders. The Consultative Group on Capital Markets is acting as an independent think
tank for important policy decisions in relation to ine development of capital markets. in the iater half of
the year, the Group submitted its report on Margin Financing, which was to serve as an alternate
leverage product to cater for the financing appetite of the market after the discontinuation of CFS Mk-IL.
A final concept paper, after detailed deliberations with ali relevant stakeholders, has been submitted by
the SECP and the KSE and NCCPL have been advised to develop necessary Systems and to formulate
requisite regulatory framework for the said product. This product will be available for both proprietary
trade and clients of brokerage houses. The Consultative Group also submitted its recommendations with
respect to a revised brokers’ reginﬁe encompassing the capital adequacy requirements and code of
conduct for the brokers. An important feature of the said regime is the linkage it creates between the -
capital adequacy requirements of a broker and his risk profile. The said regime is to be implemented in a
phased manner.

in view of the above and the in-principle approval earlier granted by the SECP to the NCCPL for the
development of a Securities tending and Borrowing mechanism, the SECP is currently in the process of
framing the Securities (Margin Financing, securities Lending and Borrowing and Pledging) Rules, in order
to provide a broader legal framework for the above mentioned concepts,
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Energyector issues and develcpments continued to seerely cistrain akistas econcmy in 2009-10.
Again<a backdrop of a sharp increase in the internatioal pricef oil through cendar L0093, which put
enorrrus upward pressure or the cost structure in te pow genention {ad transpart) sector, in
particar, large domestic supply shortages of electricityand ga>ccurred. { oweaccumutation of water
resens in dams compounded the severity. The cumulave effe of theenergyrisis on the economy is
estimed at upward of 2 percent of GDP during 2003-1 alone.

Develments outlined above 2ngendered a negative fedbacloop in he elericity sector, giving rise
to thenter-corporate “circular” debt issue in the entiz ener; supply chain. ne lower availability of
hydelzsources for generation and a higher than normi shorge of gis, skewd the “fuel mix” of the
electrity generation sector towards fuel oil. Since his ocrred a a tim of a doubling of the
interrtional oil price, the effect on the cost structur of thatilities was anlified greatly. With nc
chang allowed in the electricity tariff between 2003 ad 200'the conpouncd effect an the viability
of thenergy sector has been devastating. Some ide of thi'viability gap” yat had built up in the
elect:ity generation sector can be had from the fact 1at, prr to the most icent tasiff increase, the
gap ktween average generation cost and recovery wa close t30 perent.

Desp2 hefty increases in end-user electricity tariffs aer the st two ears, aignificant gap still exist
betwsn generation cost and recovery, due in large prt to ti advere devepments outlined above
This mbalance” between cost of generation and disibutiotand th: finai tiff, is the root cause ©
the rcular debt issue, with each downstream placr in e eneny chai being forced to dela
payrnts to upstream entities {for fuel supplies). Th net exct is adecliniz effective utilization ¢
avaible genaration capacity in the system.

The imulative effect has been that the growth rate f Pakisn’s prinary errgy supply, which bega
decerating in 2007-08, has turned negative in 208-09 nd 20(3-10 {ly-March). Final energ
consmption is estimated to have declined by 5.3 perent durz caleniar 200

Pakian's Energy Sector
13.tupply of Energy

Prinry energy supply and per capita availability of eergy wiessed i declinof 0.64 percent ana 3.0
perint respectively during luly-March 2009-10 ove the sae pericd last \ar (see Table 13.1). Tt
decase in the primary energy supply and per caph availility duing th first nine months of th
curint fiscal year is higher than its fall in the full yer of 20i-09 whzn prirry energy supply and pr
capa availability narrowed down by 0.58 percent nd 2.z percert respeively. The fall in enery
supy during current period can be attributed to inte corpote circuar debbdroblem.

[
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Table 13.1: Primary Energy Suppiy and Per Capita Availability

1 MillionTOE _

Year ... PerCapita
Availability (TOE) yﬂl_

S F————

" change (%)

199900 128
200001 A4 T 063
ooioz | 4507

200203 | 4706

200304 | . 5085

‘200405 | 5538

200506 | . 5806

2006-07 __| 60.62

00708 | 6292

200809 | 6255

TjlMar |

00809 | 411

J009-10E | 46.8

TOE- Tons of Gil Equivolent
E : estimaied

13.2 Er.ergy Consumption

During 2008-09, Pakistan's final energy consumption of about 37.3 miliion tons of oil equivalent are met
by mix of gas, oii, electricity, coai and LPG sources with the different levels of shares. As, the share of gas
consumption stood at 43.7 percent in total energy mix of country during 2008-09 followed by oil 25.0
percent, electricity 15.3 percent, coal 10.4 percent and LPG 1.5 percent. Furthermore, this energy
consumption mix has witnessed significant changes since 2003-04 {See Fig 1 and Fig 2). As a result, the
major consumption sources of gas witnessed an increased of 9.0 percentage points during 2008-09 .
comparey to 2003-04 while oil consumption share deciined by 9.5 percentage points during the period
under review. These changes in consumption of gas and oil mainly owed to shift from imported
gxpensive fuet to reiatively cheaper source of gas. Furthermore, the share of coal consumption
increased due to its higher production during the period under review. The shifting of energy
consumption towards indigenous resources saves the considerable amount of foreign reserve during the

period.
r" N \
Fig-1: Energy Consumption by Source Fig-2: Energy Consumption by Soruce
| (2003-04) (2008-09) .
! LPG . Ol
Electricity 1.3%, Oil E\eCtﬂoCEty !IFF;S; 29.0%
16.20/'3 3850A} 153 /o . 0

Coal
10.4%

184
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Dung the last ten years {1835-00 to 2008-05), the. vn of prtroleur produts has increasedsy
anverage rate of 0.5 percent per annum. The consmptionf gas, :lectrici and ceal has increasecat
anverage rate of 6.8 percent, 5.0 percent and 12.%ercemer anmim (sedzble 13.2). This lonz termn
tred suggests that composition of annual energy cnsumjon is sifting bm petoleum productdo
ottr energy sources.

Engy consumption in all sources has witnessed a cgativgrowthrate dung 2003-09 mainly on e
. ba. of lower economic actisity and circular debt prolem ding theperiod.

Woereas, due to revival in the macroeconomic activy, theergy CIsUIMEon in po roietim producs,
gaand coal has witnessed a positive growth rass of ¢ percent, 3.0ercent and 10.0 percng
re:ectively during July-March 2009-10 over the corasponcg perict fast yar. While the decline of .7
peent in energy consumption of electricity is mairy oweco circusr debbrohiem during July-Ma:h
Z203-10.

Tae 13.2: Annual Energy Corsumption

Fis! Year ¢ Petroleum Froducts © Gas - Ebtricity ) {oal
I Tonnes Change {mmcft) hange {Gwh) | Chige | BT Chane

1 {000) EC BN ¥ R S | N B 121+ S S 9
078 | 18,080 73 11275212 - a4 73,40C o a1 oo
ogs 17,91 091,289,433 05 70371 -1 8390 1357
AviOyears | 05 68 8 T T
089 | s31700 55,61 L4822

090{ e) 81 959,475 3.0 54,652 -7 5301, iod

: 9ctr:aty consump ion forA}&K is estimated on the tm, of act!six merths dat

*Mion Tonnes Source.ydrocanon Devapment Institute of Pakistn

13. Component Wise Performance of Energy
13-a Petroleum Product

TF petroleumy products erergy supplies during fw-Marc2008-1) incre.ed to 6.3 million tore-
frar 14.2 million tonnes in same period last year threby wiessingthe 14.percen: growth during .
pead. Due to increased patroleum products enery suped, the cverallonsumation of petlrefern:
priucts exhihits an increasz of 8.1 percent during Jly-Mar 2009-.0 agairt the same period last va,
{s¢ table 13.3).

Tat 13.3: Consumption of Petroleury Products {000 tonnes)  {Perce:age Char)

Ye. House | Change i industry | Change | Agriculture ; C}"ang,l Transp | i Chang: : rower Change | Other | | Change ! '";":;E
A% L 29 ! I O I
141 ] 7 . 7,084 5. 1 | oas
s sAsy o aas
-9.1 750 4.4 | sgif a3 o271 181 223 1 s

Soug HMydrocain Develodment Institute of FJ\ ru

Tt power, industry and transport sectors consumd the hies questity osetrolzum products dumng
thperiod under considaeration. Improvermeant of dolestic ‘mand id the crease 'n the cons Lrantsg

ohetroleum products by <ransport and industry. /hile © powe sectoronsuraniinn of potrole
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producis is based on circuiar debt faced by refineries forcing them 1o consume higher amount of final
petroleum products.

13.3-b Natural Gas

The supply of gas has exhibited an increase of 1.6 perceni during July-March 2009-10. The increase in
supply owes 10 higher production of 1.6 percent in natural gas during the period under review. Due t0
this increase in availability of natural gas, the overall consumption of gas remained higher dvring the
period. furthermore, the sector wise consumption of gas suggests that the household, commercial,
fertilizer and transport sector witnessed positive growth in consumption of gas during 2008-09.

More recently, with the exception of cement and power sectors, many major sectors have witnessed
positive growth rates during July-March FY10 (see Table 13.4). The consumption of gas by industry has
witnessed a signiiicant increase of 5.3 percent during July-March 2009-10 especially after the declined of
1.1 percent during 2008-09. The increase in industrial consumption owes 10 rise in domestic demand for
manufacturing production during the period.

The maximum decline of 72.7 percent has been witnessed in cement sector’s gas consumption on the
back of contraction in its external demand during the period along with the switch over to coal for
production. Decline in power sector's gas consumption is based on the inter corporate circular debt
reason. On the other hand, gas consumption in the transport sector increase due to shift from imported
fuel oif to refatively cheaper source of gas during July-March 2009-10.

o

Table 13.4: Consumpticn of Gas (Billion cft} {Percent change)
T ' 1 ] B —7 :
Yot i House % Change 1 romm- | Change | _E_Change ‘| Ferti- | Change Epower% Change | Indus- | Chang ' ’&:';:g;zrt % Change
S T Rt B oa [ ba | e et R
' | 339 31 |4298) 10 80 | 276
‘ 01 225 "

1
im0 |

fitar
of03 1718
3910 1 1845 ;

() i

p: Provisiondl Source: Hydrocarbon Dev

elopment Institute of Pakistan

13.3-c Electricity

For reasans discussed parlier, the overall electricity consumption has followed a declininy rrend since
5008-0%. As overall electricity consumption in the country has witnessed a negative growth of 1.7
oercent during July-March 2009-10 aver the same neriod last year {see Table 13.5).

Table 13.5: Consumption of Electricity by Sectors {Percentage Change)
;Tac T House hold | Commercial | industriai | Apriculture i StreetlLight I Other Govi. l
| Trac- o T oo — AR SRS S ISkt e PSR
|1 GWH | Change GWH | Change | GWH "Chang | GWH | Change| Gwh—'T Change | GWH |Change Total
(009) | El,u____%,,EE_E%?_EEL%r,L@P)_,.J_“/L I T T Gl I -
i | 5§ 1 27 | 207 | 19 L B3 | 3.7 o 72 ) A4S 1 23
2 |83 ' k2 | 193 | 86| 88 T35 [ w300 | 36 R
H:T'_Z@....L‘,;MI_@EL__TI,,@ T Tssel
i1 7 117l 11 1 507 | 54,653

Source: Hydrocarbon Development Institute of Pakistan
a: Electricity con smption for AJKES esthvzied o the basis of actual six months date
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Box-1: Circular Debt Situatm and 2ps Takin

The imility to increase the consumers’ enargy tariff prior teiscal ye 2007-03 cven trgh generation cost keph
increalg gave rise to substantial cost-tarift ditferential. Thisituaticwas furher conlicated 2y the increase i
the inrnaticnal price of oil durirg 2008 (see Fig 3), a majoinput ithe penwration celecindty. As the subsid\;:
eleme {difference between cos: and tarlff) grew, iarge arounts circular febt we created whereby power.
produtg companies were unable Lo receive payments frondistribwn comianies, iturn the power producers
could st make payments to the faet suppliers, :

i

The ciular debt problem plaguirg the power sector stemsrom a .parity retweeros! snd taritts of [:nm's\;y.I
I

|

the cc of power. As evident from the rising furnace ol price therebnereasisp the eltricity prices (see Fig 3)

Currery the govermment is regubirly revising the power taris in inef intermitional corivas c1anges 10 recove:

|
i
Circular Debt Reelution ‘
Cn 01-06-2009 Rs 214llion |
On 30-06-2005% A 21Gon !
On 18-05-2010 Rs 1z20llion ‘
Fig 3: Furnace Gil {FO' & Residential Electvicit {1-1000its} Prees
I
70,000 - oA .
| | !
E & S E T U oA N9 } ! :
60,000 RS = o SR Elect R o
In T 3n i
50,000 L
LJ:O,OUD Jerstivesansnaasinnaesu st " fi
. o |
30,700 . 25
i i . =
R §a b 15 g
20,000 IR Yopon o :
: [ A b i
10,000 A B E o o ‘
N 2 ! ;, 21 0.5 ; '
- F I E’E J !
B 17 3
0 s h, . - iL‘ s %
1
L L PEE WL E s SEE RS 380 IESFEIYELES 8RS :
gggg:ﬁa@é§D§&§2§E~;{%(§8;@<‘%§:ﬁ:u;oé‘gﬂg%,{? N
[] s [} = - i .
= - - - | !

Assumption of Rs. 301.0billion by Power Holding Cmpany li to be ompletseon. Markup payents o
loan are being made regaiiarly. Rs. 40.C killion paid.

Power tariff differential tlaim (subsidy) paid to powr sectoompanizs. Rs. §2 billion |
Government has picked up entire past iability of FZA of RS0 Billion,

Government of Pakistan picked up PEPCO’s receivales on zount cf-ATA’s grent dues. Rs. 16.7 billioi
Office of Government Adjuster has been activated » impi o recoveres iromrovinees,

PEPCO is being persuaded (o pro-nctively recover te duesim defadling prite tonsamers,

Power tariff are being revicwed regularly to recovethe coof powe.

Measures are being taken to restructure tha sectomn orden improw its effenay.
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+ An amount of Rs. 116.0 billion
out of which Rs.
Governments.

In addition, the net position of overall

66.0 billion wi

ummit has- been convened on 19-20 Apri

wi

circular debt i

Il be provided to the system un
il be disbursed by Federal Government.

|, 2010 to resolve Power Sector issues
Rest

s witnessing a declining trend during July

der a plan submitted by Finance Division.

Fig-4}. As the

end-month net position ©

f overall circular debt declined from R

5. 190,953 millien

by the Provincial

_April 2009-10 (see
in July 2010 to Rs.

103,939 million in the month of April 2010
Fig-4: Net pasition of inter Corporate Circular Debt Position _—‘
200,000
150,000
=4 e yertttt TP e
" 100,000 .
v
[+
50,000
0 B S B ""W
h [0)] o < [+a] 2] o o (=) o
g 8 & 8 ¢ 3 5 -
™ o0 h (=] -4 (] —t ™~ o <t
o o o —i —i —t o o (=) o
- W ™ o O . o b n o
m ™~ — ™ o™~ o [} ™~ o (a0}

Source: CF Wing, Finance Divis

foﬂ

of overall circular debt as on 30™ April 2010 is

The company wise receivables, payables and net position presented

in the table below.

|NTER CORPORATE CIRCULAR DEBT AS ON 30TH APRIL 2010 _{Rs. in million)
Net -
RECEJVABLES Principal PAYABLES m Position of
o Entities
PSO _—_
PEPCO m
HUBCO -E_Em_
KAPCO 955 ]
_OGDCL -E_m_m_
PIA -m--m-
others j___
Price Differential Claim 6,440 mm
Total ' 106,421 m_m 30,425
_ S5GCL _——
KESC -M-lm—$
PEPCO (JPCL) s |owet |
| _PEPCO (QUETTA ‘_m_ )
SNGPL — s ]
Pakistan Steel ﬂi—_— :
GDS -
Total 26,245 Total 27,211 -966
SNGPL
PEPCO 5,212 OGDCL | 10,320 |

188
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berty Power - PPL 6,53
overniment of Pakistan 1,863 GHPL 1,3
DS 3,064 SSGCL 1,5
ovt. Consumers 1,741
atal 11,880 Total 20,6 -8,526
PEPCO
ESC 42,249 Gas 24,73
ATA 41,898 “OIL 31,16
~ovincial/Fed.Govt.Deptt.&AIK 35,591 IPPs 12055
ovt. of Balochistan/GOB Share 12,273 WAPDAydel 45,33
rivate 94,414
thers 1,580 Others 8,8
tal 191,005 Taotal 23015 -38,710
OGDCL
NGPL 14,872 PSO 7
3GCL 16,233 ENAR :
S0 36 GHPL 7
RL 20,108 -
RL 9,055
RL 7,253
ARCO 2,710
NAR 160
EPCO 26
PL 3,395
OSICOR Pak.Ltd 5,338
ESC(Pirkoh Gas Cao.) 607
otal 79,891 Total 1t 79,740
PARCO
RL - NRL
RL - PRL
SO 29,857 OGDCI
rthers - -
otal 28,857 Total 29,857
KESC
ederal Government - NTDC/PCO 13,0
ederat Auton.Bodies - KANUF 2,0
indh/Bal.Govt.Deptt & Otlkers 2,010 TAPAL 2,0
Gul  wmed
ity Distt.Govt.Karachi {CDGK) 3,130 Energy 2,9
W & SB 9,660 SSGCL 12,70
PSO/Oer
Fed/Pr.
Dues 4,80
otal 14,800 Total 38,.0 -23,610
GHPL
SGCL 6,716
NGPL 2,492
RL 465
RL 8%
IRL 52
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ENAR o
PARCO 683
Bosicor 0 N
OGDCL 70
Gas Fon -
Total 10,567 Totz 10,567
PPL
PEPCO 9,711
SSGCL 7,540
SNGPL 8,603
PRL 77
Total 25,921 Totz 25,931
KWE&SB
Federal Ministries 8,044 KESi 814
Total 8,044 Tote 314 231
GRAND TOTAL 504,642 4,703 103,939
‘ource: i Wing, Finance Division

13-d Coal

Pastan has coal resources estimated at over 185 filion tcies, incuding 75 billion tonnes identif:d
athar coalfields in Sindh province. Pakistan’s coal gnerall-anks fom lignz to sub-bituminous. Aler
wiessing a decline of 17.0 percent in 2008-09, te totayroducion of sal has increased by 1.0
peent during July-March 2009-10 over the corrspondy periol last rar (see Table 13.6). his
inrrovernent awes to incrzased import of coal dring tF period as indencus production of cal
whessed a decline 6.5 percent during the period inder riew. A. a resy, share of coal import:in
ovall availability of coal, ncreased from £2.2 perent inily-Marh 20009 to 67.9 percent dung
cuent fiscal year. About 58.9 percent of total coal the cintry hes beeninsumed by the brick kns
inustry whereas 329.6 percant consumed by cemer indust during the pead of July-March 2005-C.
Tk coal consumption shares of brick kilns and powe sectordecrea:ed by 2 percent and 35.8 percnt
resectively during July-March 2009-10 against th sameeriod hst yez Due to price differenial
beveen coal and furnace oil, almost the whole cerent inistry his beenwitched over to coal frm
fu.ace oil. Operational coal mines decreased prouctiony 15 p:rcent om 4.12 million tonne:in
2(7-08 to 3.49 million tonnes in 2008-05.

Taz 13.6: Production of Coal ({00 tonnes)

Ye e dTIPOTES Joductin Tatal
20101 ) 950 3,095 4,045
2002 1,081 3328 4,402
20 03 1,578 .3312 480
20-04 2,789 3275 6,064
3005 3307 4,587 7,894
2006 2,843 ) 4871 N TTe
20.-07 4,251 3643 1 7,884
2008 5,987 4,124 10,1311
20-09 ) } 4,652 3,738 8,390 ]
JuMarch o i -
20109 _ 3,000 o822 g 4sa2
o0 3,600 B 1,704 5,304
e: timated Source: M/a Petroleum Nwrral Resrce, Hydncorbon rvelopment [nstitute of Pakisin
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13.4. Energy Production
12.4-a Crude Oil

The balance recoverable reserves of crude oil in the country as on January 1% 2010 have been estimated
at 303.63 million parrels. The average crude oil production during July-March 2009-10 was 65,246
barrels per day as against 66,531 barrels per day during the corresponding period of last year, showing a
decrease of 1.9 percent. During the period under review, 27,659 {42 percent) barrels per day were
produced in northern region and 37,586 {58 percent} parrels per day in southern region, as against
26,888 {40 percent) pbarrels and 39,643 (60 percent) barrels produced per day respectively in the same
period last year. During July-March 2009-10, production crude oil has increased by 2.9 percent from
northern region whereas productions decrease in southern region by 5.2 percent as compared to same
period’s overall 1.9 percent oil production decreased in the country. The company wise detail of
production of crude oil during July-March. 2009-10 and corresponding period of the last fiscal year is as

given in Table 13.7.

Table 13.7: Production of Crude Qil (BPOD)

] July-March July-March i

Region E 2008-09 = S008.00 | 200 j( 5009-10 Change (%)
“Northern Region | T oesiiod | 76,888.20 | 27,65917 2.9

Dewan | ez | wred s
0GDCL | 1552098 | 1535143 | 15095.14 17

S TR DY ¥ N R “aotor | s%293 30—
oS T T aseasy | BB | a079.64 63
T asseaA ) 467201 " ag3ses | 08
o T T T Tageme A% T agmaar | 24
e megon 3932670 | 3984389 N = —
et Tnagess: | B3BL Y L N ]
rpaml 1 fozesas . 98531 1200083 | 43
s :Hiiz_ag__ T A 411.86 ~ 180.7 )
@f:::—::.L_W__.QZM}E';E‘L_M_-. 72006 T oosera L 84
omv 1 %6 64.25 _f_iq;géw__m___l 80
T ‘. 384,49 ~386.00 340.87 N 117
e 88 1240.36 - H,LW,_;}QO 0
MGCL - - 2.28 | -
oo | mase T ese | 1268 285
Total T 65,844.64 g 66,531.49 65,245,69 r 1.9

Source: Ministry of petrofeum & Natural Resources

13.4-b Natural Gas

The importance of natural gas to the country has been increasing rapidly. As on January 1* 2010, the
palance recoverable natural gas reserves have been estimated at 28.33 triliion cubic feet. The average
production of natural gas during july-March 2009-10 was 4,048.76 million cubic feet per day (mmcfd) as
against 3,986.53 (mmcfd) during the corresponding period of last year, showing an increase of 1.56 i
percent. Natural gas is used in general industry 1o prepare consumer itemns, to produce cement and to

generate electricity. 10 the form of CNG, it is used in transport sector and most importantly to

manufacture fertilizer to boost the agricultural sector. Currently 28 private and public sector companies

are engaged in oil and gas exploration & production activities. Company wise total natural gas

production is presented in Table 13.8.

192
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Table 1.8: Production of Natural Gas (mmcfd)

. July-Mam JulyMarch
Regio: 2003-09 20080 50910 Change (%)
BHP 44€.65 435.36 5:4.11 2035
CENI 42(.33 416.6 4411 420
Dewa 3814 40.45 B12 6015
MGCL 4695 465.07 4432 T Ts38
0GDC 932.01 920.11 72.1 522
oMV VT ERT] 467.61  419.13 609
OPl| 2¢.8 sa14 .54 T se07
POL 2458 25.81 ' 4.55 488
PPL 810.35 812.17 7)4.99 212
Tulloy 9.24 12.69 .87.31
PEL 3043 30.66 -8.06
BP 24£.98 222.9¢ 10.56
Petrois 13.99 15.4 558
MOL 62.3 63.45 135.15
Total  4,001.86 3,986.5 4,48.76 156

Sour: Ministy of Petleurn & Natural Resaurce:

(i) Luefied Petroleum Gas (LPG):

Ligueed Petroleum Gas (LPG} contributes about 0.7 ercentf the ccuntry’sotal energy supply mix
The ain objective to enhance the use of LPG is to sto defortation n the =as where the supply o
natul gas is technically not viable. As a result of govrnmers invesbr frierly policies, LPG supplie:
haveradually increased. The corner stone of LPG Pocy is tensure :nhancé availaoility of LPG at
cometitive price to the end consumer. LPG marketin compies hawe impoed around 62,920.3 M’
of LF during July-March, 2003-10.

{ii) tmpressed Natural Gas {CNG}):

tn arffort to reduce dependency on other fuels as wil as toprove:he envonment, the use of CN(
in veicles is being encouraged. Due to existing pricediffereial betveen C3 & Petrol, vehicles an
bein converted to CNG anc approximately 2.0 milon veties are using NG in the country. Th
numar of CNG Stations is ever increasing with an irrease the veéhicle ceversion rate resultant!
therare ahout 3,116 established CNG Stations operzional ithe contry. Wh an investment of ove
Rs.7 Billion, Pakistan at przsent is the largest CN5 userountry in theworld. in addition, th
Govinment has recently approved the project of”PrivatPublic Partnenip Based Environmen
Frierly Public Transport System for Major Urban Ceters ofakistan’ whichs being actively pursue
withhe provincial governments leading to gradua phaseiut of Jiesel serated intra-city urba
tranort to achieve import substitution.

(iii) quefied Natural Gas{LNG):

The overnment is encouraging LNG import by the rivate :ctor. Acordiny, Pakistan Mashal LN
Proj:t (PMLP) was conceived to cater for the energyneed ahe cowntry asnvisioned in the 25 yee
Natihal Energy Security Plan and identified in the Enegy Gapoverag: Stratey.

PMLis to be set-up on an integrated basis whereby privatsector project eveloper will manage th

N
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entire supply chain including procurement and shipping of 3.5 million tonnes per annum LNG,
construction and operation of an onshore LNG receiving terminal, and delivery of 500 MMCFD re-
gasified LNG to the $SGC’s system in Karachi. Mashal (Phase-l) will be based on Floating Storage and

Regasification Unit {FSRU).
14.4-c Drilling Activities

During July-March 2009-10, altogether 50 wells have been drilled, including 16 wells in the public sector
and 34 in the private sector as against 60 in the same period last year registering a decrease of 16.67
percent. Total investment of $ 888.80 million has so far been made in the current financial year in the
upstream petroleum sector. Table 13.9 provide the details of drilling activities of the public and private
sector companies, engaged in the exploration and development of wells, with achievement during July-
March 2009-10 and corresponding period last year.

Table 12.9: Drilling Activities {Achievements) (No. of Wells}

i
Sector 2008-09 --w—’i'zi—‘(’)'o—“;—;r;h ' 1“2':"0“3_31’; h Change (%)
" Public Sector { “oﬁéEg“‘;:"ﬂj::w B 20 16 -20.00
eploratory 12 o ] 8 14.29
CipApprasal/Dev | 1 13 B 3846
TprivateSector o 56 40 34 1500
it}) Exploratory 15 10 10 0.00
) Appraisafoev. o4 L 39 o 2000
Total: ‘ 86 oo 60 50 -16.67
Source: Ministry of Petroleum & Notura! Resources .
13.5 Power Sector
Total installed generation capacity withessed an increase of 2.1 percent during 2009-10 against the 1.0

percent growth in corresponding period last year {see Takle 13.10). With the share of 31.6 percent in
total installed capacity during 2009-10, private sector witnessed the prominent growth of 7.1 percent in
its installed capacity during the period under review. On the other hand, instalted capacity of WAPDA
deciined by 0.5 percent during July-March 2005-10. Furthermore, the installed capacity of KESC stood at
1,955 MW during the period under review.

Table 13.10: Total Installed Generation Capacity (MW]

| Instalied instalied
S.No : power Company Capacity Share (%} Capacity Share {%) Change
) m00809 L 2009-10 e
1 | waeba | 11,454 | 579 | 11,399 56.5 -0.5
1 tydel ] 6553 57.27 6,555 57.5% 0.0 o
o | Therma! __4_,§99 i 42.8* 4,844 42.5* -1.1 -
;mm%wwﬁ&mm¢mﬁawﬁﬁ%mmmﬁﬂwm)gg__mMLLf_;
3 | Nuclgar 462 23 462 2_.3 0.0
3 T wesc 118100 | 37 1,9550 | ¥7 A
; Total 19,780 100.0 20190 | 1000 | 2.1 )
* . Share in WAPDA system Source: Hydrocarbon Development institute of Pakistan & PEPCO
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13.5 Oil & Gas Regulatory Authority (OGRA)

OGR has been mandated to fix prices of petrolem protcts in March2006. Furthermore, th
consner prices are being nctified by OGRA on momly basfrom F2bruan2009. Briefly, under th
said “ice formula the ex-depot sale prices are being cmputeas:

Ex-rénery import parity price, computed per approzd forula and subsecent modifications mad
frontime to time Plus Inland Freight Equalization targin "EM) a deterined by OGRA Plus 4.
perait distribution margin and 5.0 percent dealer ommisn subect to .inimum of USD 45 an
maxaum of USD 80 of Arab Light crude oil per barr! Plus 'troleun levy, 5 notified by Ministry ¢
Petreum & National Resources (MPNR) from time t time us General sak tax at the rate of i6 .
percit of depot price on theamount included all aboe elemits payible uncar the Sales Tax faw.

The :deral Government has ‘ixed petroleum levy (PLfrom Jv, 2009 The Plates on various product
are ; follows: HSD Rs.8.0/ liter, M5 Rs.10.0/liter, BBC Rs4.0/liter, KER(Rs.6.0/liter and LDO R:
3.0/er.

Thecal prices have been linked with the developrents inie inte nation:oil market. Accordingl
locazx-depot prices vary in line with the internatinal pris. Morover, st of gas is linked wit
inteiational prices of crude/fuel oil per Gas Pricin) Agreeents {(PAs) excuted between the ga
proccer companies and Government of Pakistan.

13.5 National Electric Power Regulatory Authority | EPRA]

The ational Electric Power Fegulatory Authority is eclusive respcisible fcregulating the provisio
of ectric power services.

Durg the period July -March 2009-i10, NEPRA hs procsed tev applations for the grant ¢
genation licenses, including thermal and hyde! powr plantrith a wmulate capacity of 311.4 M.
In alition to these thermal and hydel power projec, caseapplicaions of ve wind energy projec:
with cumulative capacity of 200 MW for grant of gerrationzenses vere aly processed.

To ¢courage the hydel and coal based power projcts in & county, the uthority has allowed 1
pernit IRR to hydel and indizenous coal and 16 perent to inorted oal povr projects as against th
15 grcent IRR for oil and gas based thermal power priects.

Furtarmore, during the period July-March 2009-10,4EPRA sued tventy s/en tariff determination
and69 tariff adjustments in respect of generation an distrittion conpanie.

Durg the period under review, NEPRA has procesed theariff pi:tition respect of 80 MW Ce
genation power project based on bagasse & importd coal.

Supy Sources of Electricity:
13.%x WAPDA

Thenstalled capacity of PEPCO system is 18,233 MV as ¢March2010 wh hydro 6,555 MW ari
thenal 11,678 MW. The hydropower capacity acconts for3.95 pecent al thermal 64.05 percer.
Oubf 11,678 MW of thermal power, 4,844 MW is wned ' Ex-W/PDA GllCos, 135 MW by rent;,
325y PAEC and rest by IPPs There is 55-MW of isolazd genation cipacity Pasni & Panjgoor areat
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). Electricity Generation

Slectricity generation from the hydro and thermal source has witnessed an increase of 5.6 percent
growth during the current fiscal year July-March 2009-1C compared to 5.0 percent decline in July-March
2008-09. Moreover, after growing negatively since 2007-08, the electricity generation has started to
grow positively during current fiscal year 2009-10.

The composition of electricity generation suggests the stagnation in shares of hydro and thermal
sources in the electricity generation with share of thermal remained larger than of the hydro source (see

Table 13.11).

Table 13.11: Electricity Generation by WAPDA {Gwh)

Year o } Share (%) Thermal Share {%) Total
200607 | * 36 55,895 64 87,837
200708 | 33 57,602 67 86,269
2008-09 | 33 56,614 67 84,377
2008-09 | 34 i 40,653 66 61,318
009-10 | | 33 43,646 67 | 64,747
Total generation includes purchase from iPPs and imports Source: PEPCO

ii). Power Transmission

The length of transmission lines was 5078 ckM for 500-KY and 7325 ckM for 220-kV level at the end of
June 2009. Whereas, the length of transmission line was 4748 ckM for 500-kV & 7318-ckM for 220-kV
level at the end of June 2008. In order to ensure uninterrupted and stable power supply to the :
consumers as well as integrity of the grid supply system, the augmentation of the transmission network
is a continuous process. In addition to ihe various on-going secondary transmission lines and grid-

stations program, new transmission lines/substations are being envisaged.

iii), Growth in Consumers

The number of consumers has been increasing due to expansion of electric network to villages and other
areas, The growth in number of consumers increased by 4.5 percent during July-March 20035-10 against
the 4.2 percent rise in same period last year. Moreover, the longer term analysis of group wise
consumers exhibits that the <hare of domestic consumer remained the highest with more than 80.0
percent of total number of consumers in the respective years (see Tahle 13.12).

Tabie 13.12: Consumers by Economic Groups (Thousands)

f

,._Y_EE’LA.__",,‘..u___m,‘!,,A_,_?Dmes"ifi__ ‘1 Commercial | Industrial Agriculture 1 Others Total

00607 | 143s4 | 2182 | 23 236 | U 16987
200708 | 15226 | 228 | 242 245 ; 11 17,955

00800 | 548z | 27 . B0 s | u 18,255 )
dulyMarch _

200805 | 15687 | 2,271 250 255 _K_ 12 18,475 )
2009-10 T iedi6 | 2342 | 260 269 13 #\_ 19,300

Source: PEPCO
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iv)illage Electrification

Thvillage electrification pragram is an integral partf the tal power sectcdeveloament prograin.2s
a nult, the village electrification growth rate duringduly-Mch 200-10 incased ky 10.0 percent {ze
Tae 13.13) over the 5.7 percent rise during sare peril last vear. Fuhermore, the numberof
eldrified villages has increased from 137,765 by 3C June 09 to 147,038 r the end of March 201(

. Tae 13.13: Village Electrificetion (in Number) o
Ye Addition Buring the Year _ ProgrsiveTotdd :j(‘Srowth (% i
. 2007 | 14,203 i Lass 14 )
2008 1 10,441 - _ts897 S
2009 9,868 175 8
e arch | ! S e i e
2808 o eS8e L AAes - ]
203-10 ; 9,273 : 1,038 10

Source: PEFO

vjilectricity Consumption by Economic Group

Tt consumption of electricity by economic group ientifiesomestic sectors largest user of electristy
inakistan. More recentiy, -he consumption share ¢ industil and comestizroups witnessed a decrie
ofi.1 percent and 0.1 percent during July-March 009-10ver th: same.eriod fast year {see Tain
1314). While, the significait increase in the consunption:ares his beervitnessad in the group:cf
Pilic Lighting, Supply to KESC and Agriculture durir the prod uncer revie,

Tide 13.14: Electricity Consumption by Economic Group (% Shz)

i . Comm- ., b .gri- Public Bk : .
) Yo g Domestic e clal industrial cl%ure Lightin: Susly Traction KES
26-07 | 4300 | 636 | 2609 . 200 047 41 | 002 72
Soor | asaiT | ess o0 2ss T est st con | es
2809 | 4256 | 644 2456 | 332 053 40 001 76
Ju-March | !
Juihiaren { B T S 36T e eo [ ol e
| 4215 | 645 ¢ 2392 | 403 057 . 42 i o001 | 7
5 ource‘.E’EL’ _
v Power Losses " “Ta2 13.15 WAPA T&D Losses as % of ict
Tnsmission and distribution (T&D) losses as percet Y2 Enegy e
. Ye T&D Losses (%6)*
onet system energy has remained more or fes Sael” T 54,
) sgnant between 21 percent to 25 percent frm 50.03 N
2)0-01 to 2008-09. Furtharmore, during july-Marh  "52 55 o 29 4
215-10, T&D losses has witnessed an increase of O B 21.3
- pcent over the corresponding period last vyar 1.1
: T:le 13.15. Keeping in view of these losses, te
NDC and DISCOs have invoked varicus technical ad 19.4
aninistrative measures to improve cperational ad 19.6

nnagerial efficiency to reduce power losses. Othr * D = Traysmissioand Distribution
rmasures such as rencovation, rehabilitatia, _ _ Source: P

| re
—~
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capacitor instailation and strengthening the distribution system network are a continuous process for
controlling wastage of power.

vii) Power Development Program Table 13.16: Future generation Projects PEPCO

To improve the supply conditions of power in the

. . . Annual Capacity
country, PEPCO Is working on various power

planned {MW)

generation projecis having different expecied dates ”W‘"ﬁa—d-—ﬁ—w

of completion stai ting from current fiscal year 2009- “T5 566 ———

10 to year 2017-18 with totat generation capacity of T3*§7 "

17,301 MW (see Table 13.16}. 2,140 —
1,426 B

Within this period, the power projects having the "5014-15 ’—#'*‘["ﬁ"—*‘”"ﬁﬁgg‘f—’“

capacity of 4,166 MW are expected to be oois16 T*~”"W"I’"g'§,§'"ﬁ"‘”"’"”*

commissioned in the fiscal years of 2009-10 and jzﬁfﬁﬁfiﬁwwt_ﬁ"“{‘sgﬁ“—* —

20103 ,'zéiﬁai;ff:l:i;ii:ﬁ§25§§jﬁij':Lff:

Total i 17,301
14.5-d Karachi Electric supply Company Limited Source: PEPCO

(KESC)

During the current fiscal year July-March 2009-10, the installed capacity of KESC’s various generating
stations remained at 1,955 MW, against the peak demand of 2,459 MW. During July-March 2005-10,
KESC's own generation stood at 5,504 Miltion units {kWh) against 5,837 Million units (kwh) during same
period last year thereby showing a decline of 5.7 percent during the period. Total units available to the
KESC's system exhibitan increase of 5.6 percent during July-March 2009-10 against the same period last
year (see Table 13.17).

~Yanle 15.17: KESC Operating Results [Units in Miltion kWh)
- no | Desciption “Jaiadh | JulyMarch | Change.
I (2009:08) | (2009-10) S v
"1 | POWERPUR R D I
I T R I T o

[DHACOGEN

~ T Mitonous.TD T .
" T AGGREKO(PROVY) .. L 807
TENGRO e - ] -
IR I — T agsss T smmeaz | :
5 Uniis Availgble for Distribution, " osass | Moo L %%
4 el L G e, | 85
E & Distlosses [T 3ssss L 37664 | 59
"y nstallzd Capacity (MW) T Tadwo 38550 T oA
6 i1Effak Demand 1 2,352.0 o _1 ""ﬁ'z,?,?{éf.(?_“ ‘—M‘—-ZIS—“?__ B

Source: KESC

19%
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Mo over, the transmission end distribution losses ¢iKESC pted an ncreasof 5.9 percent during if:
firshine months of the cument fiscat year. Poweriurcha: by the KESC creased by 17.8 percet
durg the period. The share of domestic consume in th«ESC's units’ de to Karachi consumes
renined at 41.90 percent during the July-March 209-10 {lowed by Indurial (34.70 percent) an
Cornercial (10.80 percent).

13..e Nuclear Energy

Paktan Atomic Energy Commission (PAEC) is resposible f plannig, conruction and operation 1
nucar power plants. Presently, two nuclear powr plant Karacti Nuclar Power Plant {(i¢1) ai
Chaima Nuclear Power Plart unit-1 {C-1) are in opertion, vile contructioof a thisd plant, Chashin
Nucar Power Plant Unit-2 (C-2), is In progress.

K-la CANDU type plant, has been in commercia operan sinc: 1971.¢-1, after completing s
desned life of 30-years is operating on extended lif of 15 ars. K-- generied 456.94 million kWh i
elericity during the period of July-March 2009-10, iising i lifetim: generion to 12.82 billion kW .
C-1a Pressurized Water Reactor (PWR) type plantwith aross cepacity * 325 MWe, has been
comercial operation since September 2000. C-1 gnerate2063.9: milliokWh of electiicity duii s
JulMarch 2009-10, raising its lifetime generatio to 146 hillon kW. The construction ail

instlation activities of C-2 are in progress as per snedule’he C-Zis expied to be operational
20°.

Paktan Atomic Energy has heen assigned the task oinstaliii 8,800 AW nuear power capacity by to
ye:2030 with increasing share of indigenization. lchis reect, tedinical filities nave already Le s

estlished and human resource development instities are :ing upgraded :d exparded.

13.f Private Power and In‘rastructure Board {PPIB

PP is ‘currently nrocessing fgrty four (44) muft[‘pl‘ Tab13.18 : wnual bacted Capacity (iPPS)
fue (Oil, Coal, Gas and hryuel) power generatiol B .

i Yea (MW “
prects with a cumulative capacity of 10,845 MV "5 ot Girealy comissioned . 586
(sc table 13.18) which are expected fto b gy o onnmne e P
comissioned from year 20-0 to 2017. o e ke T
BT R PR
Funermore, the following IPPs have bee Tag T s i
estlished in 2009-10 and other projects are unde 301 ) 2297
cotruction and will soon be delivering muc "agq T T g B
neled megawalts to the national grid to minimiz 201 | 2,483
thdemand-supply gap: Tot 10,845

216 MW Engro Power Project
214 MW Atlas Power Limited
13-g Alternate Source of Energy

Alrnative Energy Development Board {AEDB) procsses alilternatve andenewable energy projec:
in e Public Sector and the Private Sector projects irthe poz2r secter.
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(i) Mega Wind Power Projects

ACDB issued 4 Letters of Intent {LOI) for wind power projects, 3 for 50 MW and one for 2.4 MW, AEDB is
currently facilitating twenty (20} projects having & capacity of 50 MW each, which are at different stages
of development. One IPP has signed a contract with internationaf turbine manufacturer for the supply of
equipment for their project. One company has instatled 06 MW in the first phase of their 50 MW
project. Feasibility studies for 50 MW wind power projects each have peen completed by 2 IPPs taking
the total to 14 completed feasibility studies.

(ii} Biodiesel

AEDB through @ consultative process identified the barriers to biodiese! feedstock cultivation in
Pakistan, and is taking actions to remove these barriers. Experimental cultivation of biodiesel feedstock
on scientific basis has also peen started. The cultivation has now risen from around 2 acres in 2005 10
more than 650 acres in 2009. Pakistan’s first ever commercial biodiesel production facility has been
setup in Karachi by the private sector. This biodiesel refinery has a capacity of producing 18,000 tons of
Biodiesel perannum.

{iid) Biomass/Waste -To-Energy

AEDB has signed a contract with a foreign firm for carrying out a feasibility study for generating up to 10
MW of electricity from Municipal Solid Waste in Karachi. The study is currently underway and would
lead to establish a 10 MW Waste-to-Energy power plant in Karachi. AEDB has initiated a project for
carrying out detailed studies for biomass | waste-to-energy projects in 20 cities of Pakistan. Companies
have been shartlisted for issuance of RFPs on basis of Expressions of Interest (EOI) submitted by them,

{iv} Srmall/Mini/Micro Hydro

AEDB is actively working 10 install 103 micro hydro power plants at Chitral and other places in Gilgit
Paltistan.The total cost of the project is USS 19.5 million out of which US $ 1.0 million is for Productive
Use of Renewable Energy {PURE).

Eight micro/mini/small hyde! power projects have been initiated under the Renewable Energy
Develgpment Sector investment Program of Asian Development Bank (ADB). The cost of these eight
projects 1s estimated at US $ 139.5 million. Furthermore, Government of Punjab issued LOls to 10

private investors for establishment of small hydel power project with a cumulative capacity nf 142 MW
4t different location of Punjab.

{v} Solar

More than thirty two vendors are currently importing sclar water heaters and marketing them all pver
the country. Some local manufacturers are aisc playing an important role in promotion of this
technotogy.

AEDB recently launched a Consumer confidence Building Program for the promotion of Solar Water
Heaters in t} = country. The program was designed to create awareness of solar water heating
technology and to build the consumer confidence on the product through & number of incentives to
puyers that includes money back guarantee. AEDB is also working for the deployment of 20,000 soiar
water hearers in Gilgit Baltistan.
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Trinsport and
Communications

An efficht transport system contributes to economic gowth ' lowerng dorstic nroduciion cost
throughimely delivery of raw materials, enhancing ecnomieof scal: in th prodiction process,
integratiz markets, creating eccnomic opportunities an comnnicatiot links nong people. in this
fashion falso enhances the competitive advantage of theeconoy in projuctionf goods and thereby
promotetrade. A competent transport system will also ecourastourisn and feign investment. This
sector gierates a large number >f employment opportuities, crently s perce: of employed labour
force is iid to be engaged with this sector. The sector lso coributesto the svernment revenues
throughixes and duties on production and import of veicles ar parts, setrolemn products, and fees
on ownehip and operaticn of vehicles.

Globallyransport and communication is changing ezry asct of humantife, from trade
manufauring, education, research, entertainment, cultre andefence. Most:merging economics
being avre of the strength of thase services are transfoning th- econamies toards knowledge and
commurations. In order to keep pace with the globl envinment, Pakisty is also developing
efficientind well integrated transport and communiciion syem. Wth thist will emerge as a
competize economy, enhancing its trade performance ar there attainng sustnable griwih.

Road dssity of any country is a1 indicator of the level f prosirity ani develyment. Curreni road
density Pakistan is 0.32km/km’ which is much less een fro regioral starard. Government of
Pakistans endeavouring hard to double road density to 0.4 km/h*as shhwn in gl14.1

ig-1: Road Density Comparison
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14.1 ROAD TRANSPORT

Fsads have become the most important segment of transport sector in pakistan with ever increasing
reliance on road transportation. In 1947, reliance on roads was only 8%, however, the roads now carry
over 96% of inland freight and 92% of passenger traffic and are undoubtedly the backbone of Pakistan’s
transport sector. From only around 50,000 km in 1947, Pakistan’s current road network is now more
than 260,000 km. This includes NHA network of around 12,000 km, which despite being merely 4% of
the overall road network takes 80% of Pakistan’s commercial traffic

14.1-1 ROAD NETWORK: .

pakistan’s road network is vital for the movement of people and goods and plays an important
role in integrating the country, facilitating economic growth and reducing poverty. Pakistan has
a road network covering 259,618 kilometres including 179,290 KM of high type roads and
80,328 KM of low type roads. Total roads, which were 229,595 KM in 1996-97, increased to
759,618 KM by 20009-10 (Jul-Mar) an increase of 13 percent. A sizable and continugus
improvement of the high type road network can be observed from 1996-97 to 2009-10 (Jul-

Mar), in table 14.1.

Table 14.1: Length of Road (Kilometers)

) 5 High Type i Low Type Tota!

Flscal Year ;ZEH_EEZM@_L_@EI_zgs:Eéss_w " length | %Change
seeor i da6a17 | 85 rosa7e | 36 | 229895 | %2
9708 | 133462 L T5g | 107423 | 3 T oaogss |48
_{91?&?9_,“_JLJQ&?_FLJ&;_{_JEQ:EL- - I 72T N N — .
199900 i }.3&&99_;@__ﬁ_qu..___.m___“3_19.459..,““_."_’ ______ | 240380 | 03
o000 1 aaaesz | 47 | 0538 L .oy Toa9972 | 07
200102 sy | 29 | o278 | S a [T asueer |07
M;_j"_}és_é_s_ﬂif_zaﬂ_ 98,943 252,168 | 02
Joosoa | isssa3 | 35 L oL 256,070 P
taqp_cto_fv_w_w_f.____;@zﬁﬂwjr_ﬂ_wl__gfﬁzz_ _ 258,214 08
o006 | 167830 | 29 . 259,021 R
Soeor | wzen_ |32 | 8630} 2 259,197 FEI
200708 " Tigs000 | 08 | 84038 55 | 259,038 | A3
Coos0s | wzpe0 | 13 83AR | 27 | 260,200 0
~3009.10 (Jul-Mar} | 179,290 T 12 80328 | 3.4 55618 | 0

Sources : National Transport Res;arch Centre
# : The percentage change in fow type roads can be negative since most
of these roads are being converted to high type roads.

Graphical representation of high type and low type of roads in Pakistan since 1996-97 are shown in
Fig-1 .

14.1-2 National Highway Authority {NHA)

National Highway Authority (NHA) network plays a major role in the all-weather reliability,
reduced transportation costs and increased access to markets for local produce and products,
access to new employment centres, employment of local workers on the project, better access
to health care and other social services, strengthening of local economies.
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NHAwas performed reasonzbly well during the cuent a previcus finicial years, as couid b
appriiated from following fa:ts and Table 14.2.

a,

. NHA completed 23 development projects costig Rs. Zbillion NHA h: targetad completion ¢

NHA launched 30 new development projects cvering length »f alma 1006 km inclusive of
number of bridges, flyovers & interchanges

different projects with & total length of well abce 2000 durirg 2010

Launching of new proects entailed creation f 2500°C- varanciesvithin NHA of ditferer
nomenclature/cadres. Besides these direct jobpportities, hie devopment projecis of NH
have indirectly resulted in creation of thousnds ofobs, wiich th masses in Pakistan s
desperately need.

Tablig.2: COMPLETION OF DEVELOPMENT PRGIECTS SIICE 200¢

Project/Section Rout | Kn ostin M) | Completior
sindh _ e S ) .
Lyari Expressway (SBC) ) LEP ¢t ! | Feb-08
'Sar Shz?h Suleman — Sohrzb Goth (NBC) LEP ¢ 11870 1u1-09
including Interchangas S S N
Vianghopi nterchange (586 g |
Larkana-Khairpur Bridge (Rive Indus) - - 1 1445
Balochistan .
Gwadar-Pleri-Jiwani L ) 1596 | Oct-08
U beriGabd e T S T s Dec.09

) Quetta Western Bypass N-21 2 375 Aug-08

) Lak“[":ass Tunnel (wmi‘fl' Skm approaches) N- .2 1Bim 921 _______ Jun-09

~ Vb - Uthal S B I e an 10

) Khanozai-MuslimBash N5 5 1169 ~Apr-09

1. | MuslimBagh - Qila Saifullah ) 1713 | Sep 09

NWEP/GB
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Table 14.2: COMPLETION OF DEVELOPMENT PROJECTS SINCE 2008
| |
12;_.i,@a@_m:@&uacir__f_.__ﬂ_,__F_.,..u__.ﬁ,;_ft\l;w- p 19 | Dec08
13 | Timergrah - AKDaBraMm oo TNas B G2 0ct-09
A L9Wj'_flE@EYH’.‘ELF’L%%L(E"EEVEF[FL“L_M..,._..Ai,lfl“_fls_,_; - ssa6 | san09
_ﬁ_iim%s?y_thacs:_ezs_fe?.ﬁ.._zqﬁif’_w._..W.__r._wﬂ_w_jm'_\tﬁ | Jun-09
6. | Dargai-Chekdara__ L s May-09
Punjab [ [ ——
"7, | zahir Pir ~T™ Panan (section-)__ ] I Jun08
) " as Farid Bridge [Rver Sutel) . ——-—= Jande
19. “Shershah Bridge (River Chenab) 1 \ Sep-08
(with 13 km approaches) - _W{._l_ﬁ | B
2% “Satra Mile —Lower Topa___——— —————" ; | Mar10
-~ | ational ighway Improvement BEEEER— R e
51 T Ubsuro -shwahan_ e s s o0 Jencad
~=35 T Mian Channu -~ Sahiwal __ “V_ NG| 46 863 [ Dec-09

3_—TAT\—16»;vgﬁperamPeshawar T ﬂﬁ(#_r Nes L 58 1 789 { Aug-09

2
Source : NHA

Operatlon and maintenance

By adopting the principle of awarding toll operation & management contracts on guaranteed revenue
basis, NHA has been able to increase the toll revenue which is the lifeline for maintenance of NHA
netwaork by 36% as shown in Table 14.3.

ey

Table 14.3 Comparisen of Gross toll collection _ {Rsin Million)

Revenue source | (Suly-Feb) 1 {July-Feb) %% Changes
| 00809 IR Lo B I

Motorways | [EEC I M 1354

NS T 2300 \ 3367 46.35

) 45.29

Source | NHA

14.2 Pakistan Railways

An efficient transportation system plays 3 vital role in the @ConoImic development of a country. The
government yision for economic growth and poverty reduction requires massive investment and
development of infrastructure for sustainable economic growth. pakistan Railways has 2 definite edge
over roads for long hau! and mass scale traffic movement both for passenger and freight in addition to
providing & safe, economical and environment friendly mode of transport.

Throughout world history, rail traffic has played an important part in the development and economic
prosperity of nations. Railways are a valuable source of employment while generating large amounts of
revenue to the penefit of the economy. An effective railway system facititates commerce and trade,
reduces transportation cost (monelary and non-monetary}, and promotes rural development and
national integration while reducing the burden on commuters. pakistan Railways was the primary mode
of transpartation in the country till the seventies. However, owing primarily to a diversion of already
scarce resources towards the expansion of the road network, the perfoymance and condition of Pakistan

204
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Railwes declined and it’s share of inland traffic reducd fromi percent to 1 percert for passenger
and 7hercent to 4 percent for freight traffic.

Duringhe last nine years (2000-2003}, Pakistan Railwas has sswn imyroving-end in both passenger
and trfic registering an averaze increase of 3.2 percet and 4 perceit per enum, respeclively (See
Tabie 4.4).A decrease in passenger traffic was seen fc the yir 20082010 (I-Mar) with a negative
growtrate of 7.15 percent due to less travelling as a reult of terioraion in i'ernal sacurity whereas
freightraffic has decreased by 13.1 percent over thesame yriod oflast ye. The negative growth
trend 1n be attributed to the recessicn in the econom: growtin the wcuntrys well 25 lavr and order
situatn created in the country by the miscreant. Theall in gwth raes for eigh. traffic during the
currer financial year has been attributed to the les availility of locomives for freight traffic
becaw of non procurement of spares due to financiaconstrat. Mary part cthe railway track have
been 2stroyed with irnmens: damage being causecto theolling stock zd stations of Pakistarn
Railwis during riots in Decemuer, 2007. The damagecassets iring rits hiavnot bezn repaired due
to recction in PSDP allocation last year. However, 'akista Railwa's is urertaking a number of
develoment projects and adopting better policies aimd at mearnizaton of Pistan Raitways.

Table:3.4 Passenger Traffic (Miilon Passenger Km) Freight Million Ton Km
Passenger Traffic (Millionpasseng . Freight iviiliion Ton
Fiscalar | ) e Em I Km
! Road ! %Cchige | Rall | %Chana ' hd % Chan; | Ral % Change
1996-C . 163,751 56 19,114 11 845 55 4807 a3
1957« 173857 6L | 18774 .  -18 Y 3.1 A547
lggp . 185,236 | 65 | 18,950 | S 11, 946 £.4 2557 108
19994 | 196,682 | 62 | 18495 . 26 | 1261 63 3753 5a
2000« 1208370 | S8 119590 58 1(085 5.7 4520 ¢ 204
ooty 209381 1 05 26783 61 18 02 4573 [ 1D
UGz 215,872 . 3. 122,306 73 | 1il7. 12 430
20031 222,779 1 32 33 11244 3.7 £330 10./
20044 | 232,191 a1 24238 0 s2 1827 18 55532 36
2005+ 1238077 25 256 5711035 0 06 5516 - 69
20060 32 - 5453 . 78
20074 . es i .. 8178133
20084 Lo 285 . sk 4
2009-* | 715 - 395 1 13
{Jul-p} ! : o Y : T
TFEstinted Sourc Minist of Roilvays & faistry of Carnmunications

14.2- Future Cuitlook:

In orr to continue improverents and to consolidte refms, Padistan tilways is strugging
increie its competitiveness, resnonsiveness and effiency. akistan Railwa® is plawing to teke ¢
seriesf interlinked initiatives as discussed below, whin will esble it b compie effectively in the fass
growg transport sector in Palistan,

4 Pakistan has already completed pre-feasibility tudy f establshing aail link with China. i
rail link could further toost trade relations beteen thtwe comntries / facilitating the alvead:
growing trade with China and operations of Gaadar 5 Port.
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» pakistan Railways has signed contract with Chinese supplier for the maintenance of Chinese
locomotives to improve reliability and avatlability ot lacomotive.

» Ppakistan Railway is encouraging private sector to bring rofling stock for running of passenger and
freight trains by paying track access charges.

+ A contract agreement for procurement and manufacturing of 202 Nos. coaches has heen signed.
150 Nos. Coaches out of 202 Nos. shall be manufactured in Pakistan Carriage Factory Islamabad
from completely knock down kits during next three years.

+ 150 Nos. cut of 500 Nos. completely knock down {CKD} wagons received from China witl be
manufactured in Pakistan Railways workshop in Moghalpura this year against the project for
procurement/Manufacture of 530 high capacity wagons.

+ Rehabiiitation of 400 old coaches is underway with 80 coaches expected to be rehabiiitated
during the current financiai year.

» Another on-going development project is the doubling of tracks from Khanewal-Raiwind (246
Km).

+ Doubling of track wilt he completed from Chichawatni to Okara stations during the period under
review.

pakistan Railways has finalized loan agreements for “Table 14.5: Earnings of Pakistan Railways

various projects for improvement of operation on the {Rs. Millicn)

system and letter of credit are being established for  Fiscal Year | Earning i o Change

the foliowing projects:- 1§9—§§5ﬁ_€—J_Hfngfszayﬁimmwwrmrfm
“aeane _ o3

& Procurement, manufacture of 75 diesel 200001 ”_ﬁ -

electric locomotives (DE Locos). ,,}.99.1;9?4,,,__'; T

. 2002-03 .

» Orocurement/manufacture of 262 high speed  ~Sog304

modern coaches. ""{66-&:6-5—“—--““—“
+ Replacement of old signaling gear ©On 2005-06 (18184

| odhran-Shahdara Bagh Section. 200607

2007-08

» Rehabilitation of signals system damaged "‘2“06‘8'_’69_”‘4‘

during riots. 5009-10 (Juk-Mar) , -

The earnings of Pakistan Railways since 1998-99 are Source: Ministry of Railways

given in Table 14.5

14.3 PAKISTAN CIVIL AVIATION AUTHORITY (CAA)

Civil Aviation Authority is responsibie for the promotion and regulation of Civil Aviation activities and

devetopment of infrastructure for safe, efficient, adeguate, economical and properly coordinate air -
service in Pakistan. CCA plays an important role in the development of a country’s econamy by providing

fast and efficient access netween different parts of the country as well as different destination around

the werld. Private participation on this frant has been encouraged through concession and incentives for

development of airports and airlines to increase the availability of air transport services both

domestically an internationally it is important to construct and maintain airports in the couniry to

facilitate economic activity in an ncreasingly glabalize world. The following major new/existing airports

air being constructed by CAA currently.

206
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i) bw Benazir Bhutto International Airport (NBBIAat Islanbad

Thetew Benazir Bhutto International Airport (NBBAwill be state-df-the-a:with modular facilities 5r
bo! domestic and international passengers andcargo apacity to acsmmodate the projectd
dennds. The facilities planned include Passenge and (go Teminal uildings. Runway Systen,
Apns, Taxiways, Airfield Lighting System, Air TrafficContro Towe NAVAIDs, utilities ad
infistructure including roacs, car parking facilities, pwer siply sysems, sirm water drainage, swge
tre ment plant, etc. The project is planned to be corpletedy the exd of 2(2.

it) ew Gwadar International Airport {(NGIA)

In ‘der to encourage deveopment of Gwadar, Gou. of Pestan his appreed construction of a nw
int national airport at Gwadar. The Govt. of Pakista also @rovedexecutn of the project as a PSP
schme. Sultanate of Oman has also agreed to provie a gra of 17.; M USfor this project. The ente
prect is planned to be corvpleted by December, 202.

iit})p gradation of Multan International Airport

Th facilities including Terminal Building at Multa [ntentional Airportare inadequate. CAA hs
thefore, planned to upgrede the existing infrastriture ahe airfort for-747/B-777 cperationsn
meern lines to support the 21" century aircraft teanologund to neet thoperationat requiremets
of axt 15-20 years.

jv):xpansion of Peshawar !nternational Airport

Sctme for the up-gradation and expansion of existig faciles at Peshawaiirport has been prepazd
by AA. M/s NESPAK has been appointed as Consuant forlanning, Designg and Supervision of 1e
Frect.

14-1 PAKISTAN INTERNATIONAL AIRLINE (PiA}):

Thairiine industry provides services to virtually evey segmit of th: countr and plays an integral rle
in .e development of econamy. The airline industrytseif ismajor :conom: force, in terms of bothts
ow operations and its impzcts on related industriesuch asade ard touris.

Th year 2009 was worst for the airline industry. ccordi: to |ATA, passiger demand all over 1e
wdd declined by 3.5 % and it is expected that indstry wisost Uss$ 11 bion losses. Although thre
wisome rel:ef on the fuel 7ill but the passenger an freighlemanc contin:d to disappear becauseof
eciomic recession and airlnes faced over capacity.

Asn Pacific carriers continued to be the hardes hit byhe curent ecnomic turmoil. Passener
deand declined by 5.6 % and expected losses surgd to US 3.4 bilion for :ar 2009.

Deite uncertain environment in the country, glohl econnic rec:ssion «d a stiff competition frm
thregional carriers, PIA to some extent, has manag to matain itepasserer traffic during year 209.
The was some reprieve on fuel bill but the deprecition olak Rup:e as capare to Uss and financig
ca on fleet and non fleet hans severely hurt PIA.

Diing the year 2009 PIA inzreased its overall capacy by 1.6 whileits pasmger traffic and seat facor

whess a drop of 0.2% and 1.3 pp respectively overame piod lastyear, ninly due to weak dometic
trfic. Number passengers carried on internationasectorncreased by 1% as compare to previus

7
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year. Whereas on domestic sectars number of passengers carried decreased by 4.2 % as compare to last
year. Decline in domestic traffic can be attributeu to econcmic downturn, law and order situation in the
country and increasing competition from the domestic carriers.

Despite the economic downturn and the situation in country, during year 2009, compared to last year,
overali revenue of the atrling increased to Rs.94.6 billion, an increase of around 6%.

piA reduced its losses by Rs.30.3 billion to Rs.5.8 billion during the year 2009 compare to saliie period
last year. The reduction in losses was mainly due to reduction in cost and increase in revenues. The main
contribution to the loss of Rs.5.8 billion includes foreign exchange transiation loss of Rs.6.7 billion on us
o) dominated fleet loans/lease obligations and finance cost of Rs.9.2 billion.

14.4 PORTS AND SHIPPING
a) Karachi Port Trust:

The steady and continuous progress made by KPT has helped boost the national economy. The Karachi
Port Trust established an annual cargo nandling record of over 387 million tons during 2008-09,
showing a slight increase of 4.1 percent over last years record CArgo handling of 37.2 million tons.
However, there has been a rise in activity during the first six months of the current fiscal year, showling
remarkable increase in ali types of cargo handling including bulk, Break bulk and containers. During the
first six months of the current fiscal year, 20.5 million tones of cargo have been handled. Statistics of
cargo handled during last many years are given in Table 14.6.

[ e ——
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) Table 14.6: Cargo Handled at Karachi Port _ {000 Tan)
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h) Pakistan National Shipping Corporation {PNSC)

pakistan National Shipping Corporation {PNSC) manages 14 with a total capacity of 649703 metric 1ones
dead weight. The consolidate revenues of the Group for the quarter ended December 31, 2009 were Rs
1,833 million {including Rs565 million from PNSC), making a total of Rs3,566 miflion (including RS 1,133
miltion from pNSC)for the half-year under review as against Rs.6,767 willion for the half year ended
December 31, 2008.
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The enings per share for the period under review wre Rs.24 as aginst R9.77 of last year. PNSC
made net after tax profit of Rs.336 million as againt Rs.1,91 milion of st year. The decline in
reven:s and profitability was as expected, due to dowrurn inobal shpping aivities.

FuturProspects

As pa of its fleet replacement program, PNSC has cotracteco purciase tw AFRAMAX oil tankers.
The visels are expected to be delivered soon in the urrentancialyear. PSC Is in the process of
replang its ageing fleet, which will have a positive impct on itrofitatility.

¢) Gaadar Port

The Gradar Port started its snip handling operationsiuring arch 2(08 by trthing the first biggest
ship e2r handled in Pakistan. This was 76,000 DWT Paamax Hker naned PC Glosy which offloaded
63,00M. Tons of Wheat. The full operationalization oGawac Port vill be ssible after completion
of theoad linkage. A 949 km Expressway from Gawadato Ratidero isalreadunder construction and
is abct 65% complete. Similarly in order to meet the lectric’ demaids of t= Port, a new 132 KVA
Grid ation is under construction near Gawadar Po: whiclwill be fed frn 220 KVA main Grid
conneed from iran.

d) PaiQasim Authority :

Port usim is the first industral and commercial portof Pakan operating 1der landlord concept.
Todayt caters for around 40 % shipping requirements)f natital ecoromy. PA handled a volume of
18.8 rilior tonnes cargo during the first nine months f curre finandal yeaishowing an impressive
growtof 5 percent over corresponding period of last yar.

The vume of import has declined by 6 percent fror 14,24thousads tors to 13,383 thousands
tonesy the current financial year. However, the volum of exrt incriased ba4 percent from 3,773
thousids tones to 5,448 thousands tones in on going fcal yedsee Tadle 14.7

Table-l.7 : Cargo handled at Por: Qasim : (000 Tonnes)
Perioc Import % Change Export Change’ otal % Change
1997+ 13,823 39 1,144 65 1,967 41
1998 12,191 -12 1,742 52 1,933 -07
1959 13,238 09 1,703 02 1,941 07
2000-1 : 11,841 -11 1,747 03 1,588 -11
2001-( 10,932 -08 2,385 36 5,317 02
2002 11,580 10 3,129 31 1,109 13
2003+ 11,264 -06 2,859 -09 123 -07
2004-1 16,006 42 3,431 20 1,437 37
2005 17,588 10 3,985 16 ,,573 11
2006+ 15,511 11 4,839 21 1,350 13
2007-¢ 21,502 10 4,922 02 ,424 09
2008- 15,445 -10 5,584 16 »,030 -05
July-hrch
2008~ 14243 -12 3773 03 3016 -09
2009- 13383 -6 5448 44 3831 5

Sorce : Port Qosim Authority
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+ There has been marked improvement in cargo handling over last five years. Average annual
growth has been around 13% over last five years which calls for development of new
berths/terminal for capacity enhancement, The current handling capacity of port with eleven
berths is 40 million tonnes per annum. To meet growing reguirements for capacity
enhancement, PQA has chalked out an ambitious development plan. As against 3 private sector
projects in 25 years of Port Qasim existence, 8 private sector projects which in:lude 2"
Container Terminal, Grain & Fertilizer Terminal, Coal & cement/Clinker Terminal, GasPort ING
Floating Terminal, 2™ 10CB, 2™ Oil jetty are currently under construction/planned in private
sector since 2006. With the completion of these terminals by 2013, POA handling capacity shall
be increased to 86 million tonnes per annum showing an increase of 115%.

# To accommodate bigger vessels, PQA plans deepening of navigation channel of a cost of USS
200 million for all weather 14 meter draught at PQA.

+ PQA is also vigorously pursuing development of industrial complex. PQA plans to spend more
than 18 biflion rupees on infrastructure facilities in various industrial zones.

14.5 Telecom Sector

The year 2009 has been a tough patch for Pakistan’s
economy in general, the ripple effects of which, Teledensity = tocailoop -
= Cellutar Mobile

reached the telecom sector as well. Although the )

i ) i . /‘-_‘_”_—__ = Wireless Local Loop
aftermaths of precarious security situation and 80 1 57 =3 %)
unstable political and economic condition has s ——— gt )
slowed down the pace of telecom growth, yet 60 1
timely interventions by the Authority and 40 _/“’;‘;__'
extraordinary efforts by telecom companies have — : -
ensured that the sector maintains at jeast a linear 2 + 4 A
growth pattern. With technological revolutions like %2?2
SIM Verification System ‘789, SIM Information 0 =2 A4
System ‘668" and achievements like Reduction in 3005-06 2006-07 200708 2008-09 10-Fed
Taxes/Duties, formulation of various regulations; Source: °TA
5TA has become a front runner among the successful telecom regulators of the world.
In terms of statistics, industry has shown positive T

srowth of 2.43% in the last two guarters of 2009. Cellular Subscribers
Teledensity has reached 62.4% (Feb ~ 10), a sign of

continuous growth in the industry. Celiular industry
has a 94% share in total telecom teledensity 5
followed by fixed iocal loop (FLL) 3.5% and wireless
iocal loop {WLL) 2.5%, therefore, performance of
cetiular industry is of utmost importance to the 40
overall sector growth.

100

60

20
14.5-1 Celluiar Mohile 0

At the end of Feb - 2010, Ceiiular subscribers 200506 2006-07 2007-08 2008-09 10-Feb
reachad 56.2 million depicting a net addition of ' saurce: PTA

210
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1,889,1¢ subscribers (Jul-Feb 1C) with the average of 20,911 yr monty. Cellur Subscribers growth
rate of D% has been achieved during Jul 09-Feb 10. Gnditioof cellilar inditry was quite topsy-
turvy inie last two quarters. Cellular growth rate came o a grasal hal (n the 2riod from August to
October2009 mainly due to Ufone’s churn. We can seea defire positve trer after October, 2009
which sidenly dropped in Jantary, 2010 mainly due t Waric churn of subiribers based on the
‘Active Jbscriber’ definition of PTA. But, the industr is ba on its feet &« continues to gain
momen'm since last four montks. Mobilink and Telenoridded e highest numar of subscribers with

2.1 mnd 2.0 mn respectively white Warid and Ufone Ict aboul.6 mnand 1.2ubscribers. Zong also
added 06 new subscribers respectively.

in termof share in cellular industry (Feb — 10), Mohilir, beinthe SVP, leadwith overali share of

32.5%. “lenor continues to holc the second spot with 2.8% she. Ufore and \arid share 19.5% and
16.9 resctively. Zong follows wth market share of 7.2%

Cellular Mobiie hare

:eb"l( Sais

{(Jur09)

Zong
6.77%

Instaphone
0.04%5

30.%

Source: PTA Source: PTA

14.5-ii ‘xed Local Loop

Fixed ical Loop is one of te oldest means of .
commuication in the country's telecom industry. Fixed 1e Subsibers
Since [regulation of telecom sactor in 2003, a total
of 84 :enses were issued to 37 operators for 14
telecor regions in Pakistan. |- was expected that
fixed 1iz teledensity would increase, as PTCL wouid }4.000,0C-
be ford to reduce the tariffs and improve its 3.c00,0¢
standas in lieu of intense competition in the
markel

6,000,00

5,000,0C -

2,000,0C -

1,000,0C 4

Fixed I services have been de:lining world over due
to ineasing popularity of wireless solutions. :
Pakistz is also experiencing a fast decline in

subscriion  during last few years with the Source: PTA
introdition of wireless based technologies which T

[#)]
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provide easy and cheap alternate of such services. Figure depicts the declining trend of fixed line
cervices in Pakistan. In the current year, pakistan .ost over 16,825 subscribers reaching at 3.4 million at

the end of Dec 20095 as compared to 4.5 miilion subscribers at the end of June 2005.

14 .5-iii Wireless Local Loop

Wireless local loop is an important part of Pakistan's §
telecom sector as it provides a feasible last mile | WLLSubsribers and Growth

solution for rural telephony due to relatively low coSt | 3,000,000 - wr s T
of deployment anc maintenance. pakistan opened | 2500000
the WLL market in 2003 by awarding 93 licenses to
16 operators for 14 telecom regions across the
country. The emergence of new operators has
proved as an important factor development of WLL | 1,000,000
sector, as they are pushing the existing giants like 500,000
PTCL, Worldcali and Telecard to improve their

2,000,000

1,500,000

coverage and service standards. @ i 3 2 §
[3s) el P~ o ¥
D (= < 8 (=)}
WLL industry has been growing at a rapid pace since = ~ « ~
Source: PTA

its inception in 2004. During first six months of
£Y2009-10, WLL subscriber tally reached 2.69 million from 2.6 million (2008-09). A total of 78,364
subscribers have been added by WLL operators showing a growth of 3%. Although the growth rate is
less when cormpared to 17% in 2008-09, the performance of WLL has hezn convincing if factors like
recession, ceilular growth and security situation are considered. WLL teledensity has also been steady
last year, similarly, total WiL penetration level increased to 1.65% from 1.60% in first two quarters of FY
9009-10. Althaugh WLL is ideal for coverage in far flung areas, slow roil out of services bv operators in
rural areas is diminishing the potential of wiieless media.

14.5.iv Broadband

Broadband has often been compared with the cellular industry of Pakistan due to the exemplary growth
of the latter in the last few years. ltis a fact that broadband penetration levels are low but the extent of
this infant industry’s success should be gauged by its growth rates not its penetration level. The inherent
constraints of broadband also effect its propagation such as literacy rate, computerl skills, high tariffs,
reservations among parents regarding cyber security and child safety, language barr 2, service
availability, high cost of computer equipment etc. A close scrutiny of all these factors would reveal that
rroadband is actuaily propagating at a rapid pace even exceeding estimations by various renowned
broadband experts. FOr example, Business Monitor Internationat (BMI) in its last guarterly report (Q3
2008) had forecasted that there wilt be a 12% broadband penetration by end of 2013 but revised its
actimate to 33% by end of 2014 in the most recent publication. (Q1 2010},

Broadband has long been termed as ‘The Next Big Thing’ for Pakistan primarily because not only it is a
fast and reliable but also a cheap source of information dissemination and cornmunication. Broadband
market has experienced unmatched growth rates and steadily rising penetration level coupled with
injection of latest technalogies like WiMax and EvDO. Pakistan is ranked amongst top five most dynamic
sconomies in terms of increased internet penetration in South Asian region (Source: UNCTAD 2008)
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Broadband Subscribers : ma Subscibers - Growth
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! Source: PTA

At 2 end of Jan-2010, Broadband subscribers have rached38,373 vith a pwth rate of 7% with th
net idition of 44,481. Compared with December 20G, a renrkablegrowthate of 141% and 376,72
net dditions depict the unmatched success of the sctor. badbani penettion level has also bea
stedly improving and stands at 0.42%, up from 0.16; from 2cemb:r 2008 akistan has been rankd
6™ iterms of quarterly growth and 10" in terms ¢ annu:growtt in the lobal broadband markt
{Soce: Point Topic). Howevar, industry statistics as ollecteby PTApiace Fkistan at the top of box
the ts when compared with other country’s figures i the sz report

PTCand Wateen are the two major operators of ktoadbai in Palistan wile other companies lik
Wodcall, Link dot net, Link direct and Wi-Tribe are ciching 1 fast.

PTAs a regulator of the sector is 'active!y invalvecin nurring ths new orn field by providing:
comon platform for broacband experts via estabshmenof Broidband takeholder's Group ar
facilating the new entrants in every possible way.3eing . active memb- in USF board, PTA hs
marated the broadband prcjects for rural areas. Billins of Foees ar beingivested in the broadbari
projits for rural areas via USF since 2007. The firs resultof the :enacio; work by PTA, USF ard
indury has brought 1-Mbps PTCL broadband conrction r only 3s. 295 to far furlong areas f
Faisabad and Multan like Jtang, Sargodha, Toba Te Singh,hushak Bhakk:, Bahawalpur, D.G Kha,
Kha:wal, Rahim Yar Khan et:. Such a low price of bradbanconnecton is unatched anywhere in th
wor and a major achievement for broadband stakeolders.o mainain faiess, these are subsidize
rate only for rural areas waere no hroadband serce waoreviowsly avaible. This step will alo
encirage a shift in people’sdependency on dial up 1ternen theseareas «d eventually convert ths
hugpool of ‘internet users’ into ‘broadband internt usersOther jrojectof USF like laying opticl
fibein rural areas and estaslishment cf Education: Broaand Ceiters af Community Broadbar!
cenrs will bring more awareness and elevate the pwer of oadbaid amor masses. It is hoped thi
witkuch initiatives, broadband will soon be present i every>ok anc cornerf the country.
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14.5-v Card Payphone

) o PrOs and Growth o
Card payphone service has been a part of Pakistan's 2 o 3 2
telecom engine for decades. in its early days, the 500,000 wmgw;}w g w%---
=

market was dominated by PTCL and Telecard, which 400,000 4 -
provided prepaid card services to the people across
pakistan. With the advent of de-regulation in 2003,
new CPP companies emerged opening the market for |
a tough competition. Hard competition coupled with 100,000
remarkable growth of cellular industry translated into
financial crippling of CPP companies, a situation
which a lot of newcomers could not cope with. As a
result, only a few big companies are dominating the Source: PTA
CPP market these days.
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Growth of CPP has been topsy-turvy over the last few years in Pakistan. Currently, there are 388,186
PCOs ali over Pakistan, as compared to 405,359 during the 2008-09. This shows a negative trend of 4%,
in the CPP industry of Pakistan. The main reason for
this downfall is availability of affordable tariffs by Foreign Direct Investment

cellular companies, low cost of mobile phones and 2,500 '§; =
. - oJ
— Ny =)
cellular coverage across Pakistan. 2,000 ,_l 2
=
14.5-vi Telecom Economy 1500 )
14.5-vi(a) Foreign Direct Investment 1,000
Pakistan’s Economy experienced slow economic 500 =
- growth ending at 2% rather than the target of 5.5% : -
mainly due to the adverse effects of giobal financial & S 5 S Y 5
. = [Ta) 0 g x T
crisis, however, telecom sector continued to grow 8 8 = 2 B @
™ ™~ o ~ (2]
ositively in terms of subscription, revenue and
P ¥ P Source: PTA

teledensity. As Pakistan provides lucrative investment
environment for foreign investors in the telecom, it managed to attract US$ 815 million in 2008-09.
During the lfast 6 months (Jul-Dec 09) telecom sector received over Us$143 million FDI inflow which
becomes 18% of total FDI during this period.

14.5-vi(b) Telecom Sector Investment

Owing to economic slowdown, saturation in the market and global financial crisis, the total investment

in the telecom sector during 2008-09 reduced by nearly 47%. Despite the fact that the operators have -
speedily rolled out their infrastructure, reaching out to most of the population, there still remains huge
areas like Broadband, WLL and manufacturing etc, where investment cpportunities exist. During
2008-09, a total of USS 1.6 hillion worth of investment has been made by all the operators.

-,
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Investment in Telecom L =W, @Celular = LDl
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15-vi{c) Taxes on Telecom Sector

Tecom sector contributes 1-2% in the total GDP makinits shaiz in tol tax revenue as 5-7% =i
arum, During the year 2008-09, the sector contined to atribute handsae amecunt in national Hiy
thugh various taxes and regulatory charges. Teleom secrs’ conributioto national excheguer nse
tas. 112 billion in 2008-09 compared to Rs. 111 hiton thereviou: year. ie government has redued
tF GST/FED rate from 21% to 19.5%, besides proviing re-f to celular maile operato:: in Activaos
Ti hy 50% i.e. from Rs. £00 to Rs. 250 per new .onneon. Thic will ceainly enable the secio ¢
cetribute more to GST colection in the next year.

Telecom Contribution in Exchequer ®TA Depits  : Jthers s Activation Tax  ®GST
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Source: PTA
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14.5-vi{d] Telecom Revenues

Talecom secior revenue showed a 19.8% growth during 2008-09 compared to 18.2% in previous year.
During the year 2008-09, the telecom sector generated revenue to the tune of Rs. 333.9 billion
compared to the last year's Rs. 278.5 billion. The cellular maobile sector continued to be the leader in
telecom revenue, whose share came out to be 64% in the total telecom revenues. The cellular mohile
sector showed about 17% positive growth during the fiscal year 2008-09.
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Telecom Revenues
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14.5-vi(e} Regulatary Measures for promoting telecom Sector in Pakistan

+ vPakistan Telecommunication puthority (PTA) launched a new cervice named “SIM Information
system - 663" to enable the mobile subscribers to know the total number of SIMs issued against
their respective CNIC number with each mobile operator.

» Pakistan Telecommunication Authority (PTA) has introduced an online facility for overseas
Pakistanis in order to get their SIMs data regularized or 0 biock the extra SIMs/connections
issued against their Computerized Nationa! Identity Card (CNIC).

s Ppakistan Telecommunication Authority (PTA) has removed the condition of CNIC copy being
provided by the consumers in order to facilitate both CSCs/franchisees and consumers to handle
and process maximum number of complaints in short span of time.

+ Pakistan Telecommunicatiors Authority (PTA) has formulated two sets of Key Performance
indicators (KPI's} to improve and monitor the Quality of Service (QoS) of “Fixed Broadband” and
«GpRS/EDGE” networks. The objective of introducing these KPIs is to create transparency and
set monitor-able standards in fixed broadband and GPRS/EDGE services.

14.6 Electronic Media

al Pakisian tlectronic Media Regulatory Authority (PEMRA)

pakistan Clectronic Media Regulatory Authority (PEMRA} has entered into g™ year of its existence. The
efforts rendered by the Authority during the past few years for its development and diversified choices
to the people for access to current affairs, education, information and entertainment. The Authority
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helieve th: freedem of speech anc expression needs to bezxercisl in suc1 a fashn that sentiments
of any segent of the society are not hurt. Fabric of social ad religiss harrrony in e society has to be
kept intact

Contributih Towards Development of Broadcast and Distnution edia Diring TF FY 2009-10

+ PERA has issued 05 new licenses for establishig sate:e TV thannel It is pertinent to
matien that 2 of these were conferred to M/s Eyelelevisn Netwrk {PC. Ltd. This includes
Ste-360 and OYE. Altogether 83 licenses for esiblishir satellie TV @nneis have been
co'erred so far and from which 64 are operational.

+ Dung current financial year, 08 licenses for estalishingM rados neturk were awarded
miing the total number oflicenses issued under th categu till dae to 13

+ Acitional 149 cable TV networks were licensed a acrosPakistay durinthe last one year,
miing the total number oflicenses issued till date t 2373,

+ Tt year the Authority has established new officesicross e counry for t close monitoring
ofie quality distribution services by stakeholders tithe vieers.

+ Dung the current fiscal y2ar, Authority has creatd conserable empioyent opportunities
agnst the vacant posts for skilled workers in Pakistn and ipointec near 15 staftf members.

# Tr Authority has also ratonalized tariff for satelte TV annelsso to scourage potential
imstors and enhance voice of Pakistan in an effectie mancr.

+ Cabating cultural invasior. by various foreign satelte TV annels,:he Autrity has remained
stidfast in performing its social and moral obligatins andicceeded in forulating a draft for
Cce of conduct for the local satellite TV channels ad rest:ting foeign cctent in the regular
bradcasting with the coopzration of private TV chanels, oners.

Future Plzs

Technologal advancements will also have an impact on thdndusti The Aiwthorityas already decided
that in puuance of Millennium Development Geals (MDGy, furth licenchg for aalogue distribution
system shl be discouraged while “he systems equipped prferablwith the digitalechnology shall be
granted linces. In rural areas, Authority has planned that te analiue systm wiile phased out to be
repiaced \th the digital systems gradually starting from tesil heajuarter. to sm: villages by end of
year 2015

A few of t merging technologies under regulatory appraisi by theuthoriy are acoliows:

» Digal Cable TV Netwaorks
¢ IPTNetworks

¢ Dirtto Home {DTH)

+ Satlite Radio

s Digal terrestrial Television
s Mcile Television etc,

b) Pakistz Television Corporation Limited {PTV)

Pakistan Mevision is gradually extanding its signal to remce and:onomially bacward areas of the
country i order to uplift the sccio-economic condition in the area: to eiliinate the existing
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disparity.

Future Plans
4+ Rebroadcast centersatjura, Athmagam, Karan, Dhudhnial, Sharda & Kel in Al & K.
4+ Rebroadcast Centers at Badin and News Bureau at Larkana in Sindh.

+ Ppermanent TV Centre at Multan and Rebroadcast station at Mian Channu, Jhang, Patriata,
sadigabad, Ladhawala Waraich Gujranwala in Punjab.

4+ Rebroadcast Centers at Buneer, Besham, Khund Bangla, Puran, Kohat, Salam Baba, Shamali .
(Batagram) Shaikh Badin (D.l.Khan) and 8 Rebroadcast centers at upper Dir in NWFP.

3 Rebroadcast Centers at Qilla, Kharan, Sohrab &Bar Khan in Baluchistan.

+ Rebroadcast centers at Aliabad/Karimabad, Chilas, Gahkuch, Khaplu, Jaglot/Banju, Astore and
Shigar in Northern Areas.

+ PTV National has also been introduced Regional Language programmes. An independent Sports-
channel through terrestrial network has also been planned.

> PTV Abaseen (NWFP) & PTV Bolan (Baluchistan) channels have been planned.

+ Project of Terrestrial Digitalization DVB-T & H of all Centers, as per 1TU requirement has also
been forwarded.

+ High DPefinition (H.D) TV has been planned. Procurement of Vehicle Mounted DSDNG &
Digitalization of all TV Rebroadcast stations has been planned.

¢) Pakistan Broadcasting Corporation {PBC)

pakistan Broadcasting Corporation has 65 broadcasting units. The largest radio network in the country
with a listener-ship that is bigger than all private radio channels put together.

Programme & new wings achievements during current financial year

+ Re-orientation of programme in line with peoples aspirations, democratic norms and
participatory spirit.

+ Radio Pakistan has become the voice of the people’s government against terrorism and
extremism by supporting the armed forces and security agencies carrying out difficult
operations in the country. The PBC has launched special interactive programmes containing
music, talk’s shows and interviews by prominent personalities and public participatory
programmes.

» We have helped install, establish and sustain Radio Swat and other FATA radio stations. The PBC
and ISPR have set new examples in coliaboration for national cohesion and elimination of
terrorism and extremism.

+ Live Broadcast from IDP camps in NWFP are aired from provincial network and portions of which
are also aired on NBS.

3 A new pubic outreach campaign was launched by arranging cultural and intellectual discourse
programmes all over the country. Besides special on air programme, major fund-raising cultural
shows were held all over the country to sow solidarity with the 1DPs and promoting awareness
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against terrorism. An amount of more than!s. 6 mon hasbeen clected for deposit in PA’s
fund.

* All PBC Stations have been linked with the 20ls 0IMS anc LIVE fone cails to ensure pulic
participation resuiting in the creation of nevwaudien as wel as thetention of the old.

* To restore the credbility now the news vaie is diing the structie and timing of the nevs
bulletins. Breaking rews is aired as and wheithey our.

Fure Plans

* A new plan about the revivai of Pakistan Bradcastz Academy is Lderwa,, as 2009-2010 as
been declared by PEC as the Academy year.

* A new digitization plan has been conceivedo crea a digitil platfem with the help of I1BNVat
an estimated cost of $ 2 million (Rs.166 millin).

# The PBC will have a survey conducted by arindepelent or:anizatih to evaluate the effecito
the new initiatives launched in December, 209.

» Pakistan needs national consensus on majorssues {rrorisr., sectarnism, extremism, Pakisan

identity, linguistic and cultural diversity). BC is anning a natiai network programmd
involving celebrities and leading public opiton annewsmikers oPakistan as a part of 1e
efforts to achieve this goal in August 2009.

14 Pakistan Post Office

Pastan post office is covering the whole country Jith a twork «f 1234Urban 1846, Rural 1045)
po offices. Pakistan Post Fas taken various measu:s to stamlinethe Po Office System on modrn
lini. During current financal year 2009-10(July-De.), follcing ongoing iTelated projects have ben
sthgthened and continuec providing efficient servies to t: clients

d.

Benazir Income Support Program (BISP)

Complete web-enabled tracking and monitring syam fordisbursment of funds for Benzir
income Support Prcgram continued processig, motoring ind receciliation of the specializd
money arder scheme.

Call Center

A call center has been established for receiing thcomplants fro the customers as welas
BISP beneficiaries for quick redressal. The cnter al:facilitaes distrsement of inward forezn
remittances. Onlire complaint lodging facilityon th: webiortal of Pakistan Pst
www.pakpost.gov.pk has been provided for e pub.

Counter Automation

Over one hundred GPOs including renovted pc offices throthout Pakistan have ben
provided with counter computerization facity for :tter sevice qulity to the customers. his
number is heing Inceased in a phased maner.

Express Mail Track & Trace System (EMTTS!

Provision of tracking information to the arties und receip has bexme a de-facto standariin
the courier industry. The web based Exprss MafTrack and Tra: System of Pakistan Pst
provides valuable irformation reiating to th dispat and d:iivery « Express Mail articles fom
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end-to-end. The system has been enhanced and now covers 14 main stations throughout
pakistan. In additional 46 District Mail Gffices thraughout pakistan Post have been covered
through the system. '

e. Computerized Pension Payment System
Over 1.3 million Pensioners are served by Pakistan Post. Through computerization of Military
Pension payments, at all GPOs have efficiently been disbursing the pensions in a hassle free
environment. ' .

14.7-2 International Postal Services. .

pakistan Post has mail inks with all countries of the world except 1srael. The mail exchange with these
countries takes place under Universal Postal Union’s Rules & Regulations. Direct mail links exist with 165
postal Administrations. For the Remaining countries, the mail is exchanged by utilizing the transit
facilities of intermediary Postal Administrations. The net earning of the Pakistan Post Department from
internationa! postal services stood at Rs. 50, 854,719 the current financial year.

14.7-3 Remittance Services.

During the first six months of current financial year, the remittances in foreign exchange were received
in the shape of money orders were Rs. 2, 446,904.8.




Ervironment

Environent challenges and issues of Pakistan are assoated pmarily vith annbalanced social and
econor: development in recent decades. This challenges furth compeunded ith rapid urbanization
due to shift of population from rural to urban areas. Tus, all ajor cites of Pistan face haphazard,
unplan:d expansion feading to increase in pollution. his un ecked Irowth as led to creation of
slums 2as around city peripheries and low lying area. Sice thewnicipi authcties and utility service
provide have limitations in extending their facilities, rban agestior is theorime reason of ever
deteriating ambient air and water quality, solid waste 1anageent anc toss ofiodiversity. Under the
presenscenario, the managers of Pakistan’s major rban otres e faci; rising difficulties in
develong their management plans to provide adequte war and :anitatie facilites and health
serviceto ensure a healthy living environment.

Environental degradation is fundamentally linked % povey in Fakistan Poverty is the main
impedient in dealing with the environment related poblems’here i: an incasing demand on the
alreaddepleting natural resource base of the countrySince yor aredirectidepencent on natural
resours for their livelihoods whether agriculture, huting fostry, fiheries, tc. Poverty combined
with aapidly increasing population and growing urbaizatiors leaditg to irense pressures on the
anvironent. This environment-poverty nexus cannot b ignorl if effective ar practical solutions to
remed environmental hazards are to be taken. Therfore, tre ha<been idire need to work on
povert alleviation. In this regard, Benazir Income Supprt Proamme ‘BISP} Unched by the present
governent is expected to have a positive impact orpovertalleviaion andn releasing stress on
naturaesources and environment.

The M-Term Development Framework: 2005-2010 (MDF 26-10} o the Pnning Commission has
baen aveloped in line with tte National Environmen Actiorlan (N:AP} obctives, and focuses on
four ce areas i.e., clean air, cean water; solid waste 1anageent, ard Ecosyem management. The
Plan ks been prepared keeping in mind Pakistan’s expriencevith sudh initiaves in the last decade;
the cuent capacity to underteke planning, implementtion ar oversight andhe identified needs for
impro:ment in such capacity. The MTDF clearly speifies ises in mvironient which need to be
addreed.

15.1 .r Pollution

Main ictors causing degradation to air quality are, a rapidlgrowin; energ demand and b} a fast
growi] transport sector. In the cities, widespread us of lowuality ‘uel, cobined with a dramatic
exparon in the number of venicles on roads, has led b signifint air »ollutio problems. Air pollution
levels1 Pakistan’s most populated cities are high and limbincausing seriounealth issues. Although
Pakist’s energy consumptior is still low by world stadards, it lead and caron emissions are major
air poitants in urban centres.
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Table 15.1: The MTDF 2005-10 and MDG's Targets and Achievermnents

~ Physicai Targets of MTDF period | pcpievement
Name of Sector/Sub-Sector | 2009-10 MDG Targets
Year 2004-05 of Target

R _— Targets _ 2015

forests cover including State and private

4.9% 5.2% 6.0% 5.17%

forests/farmlands (% age of total landaresl U T T i

Area protected for conservation of wildlife 11.3% 11.6% 19 0% 11.3%
_(%ageoftotalerea) N B _ _
No. of petrol & diesel vehicles using CNG fuel | 380,000 800,000 _ | 920,000 2,400,000
_Access to sanitation \national % age} 42 50 - 90 44
_Arcess to clean water (national % age} 65 76 93 65

Number of continuous air pollution monitoring o 4 B 7
stations. e :

NumbeF‘ of regio.na! offices of Environmental 0 g 16 6
_Protection Agencies el S S

fFunctional Environmental Tribunals 2 4 -- | 4

Source: Planning Commission

Several studies carried out by Environment Protection Agency (EPA) and the air quality data recorded by
continuous monitoring stations in 5 capital cities confirmed presence of high concentration of
suspended particulate matter. The tevel of PM (particulate matter size below 2.5 micron}, which is
mainly due to combustion sources, has reached to an alarming point (2 - 3.6 times higher than the safe
limit). Table 15.2 and Fig-1 shows average pollutants in 5 capital cities

Table 15.2: Average Suspended Particulate Matter Fig-1: Levels of Particulate Matter - B
ipwiz2.5) 140 T,(PN.ZLS.}M,.qu;_gg. e e v e
City Level ug/fin3
_1. Isiamabad 73.0
2. Lahore 121.8
3. Karachi 53.2
4. Peshawar 70.2
5. Quetta ’ 47.1 |
Safe Limit 35.0

Source: EPA

Source: Environment Protection Agency (EPA)

The level of gases like Carbon Monoxide (CO), Sulphur Dioxide {SO,), Ozone (05) and Hydrocarbon (HC)
are still within safe limits though some pockets of high concentration are found in congested places,
which give short term exposure 10 public. Formation of secondary pollutanis like sulphates and photo-
chemical smog is & very common phenomenon.

The main causes of air poliution are abrupt increase in number of vehicles and inefficient automotive

technology, use of unclean fuels, uncontrolled emission of industrial units, emission of brick kilns,
burning of garbage and presence of loose dust. Motorcycles and rickshaws, due to their two stroke
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enges, are the most inefficient in burning fuel an contrite moit to erssions. The two wheelr
indury is performing very fast in Pakistan and it as incnsed by 143.0 ercent in 2009-10 wha
corrared with the year 2000-01. Rickshaws have grwn by ore thin 34.4 arcent while motorcycls
and-ooters have more thandoubled over the ten yers. (seCable 1;.3)

Tabl15.3: Motor Vehicles on the Road (000 No:
Yeai Total f htorcyclis/Scoot Rickshaws
20001 2291.3 ‘ 2213.9 72.4

20022 2561.9 248l.1 80.8

20033 2737.1 2655.2 80.9

20024 2963.5 2882.5 81.0

20005 3144.5 3063.0 81.5

20006 3868.8 375L.0 77.2

20007 4542.8 4463.8 79.0

20008 5126.3 5037.0 89.3

20009 5456.4 5363.0 88.4

200490 (July-March) 5567.2 546).6 97.3
Percitage inc./dec. over 200001 143.0 14t.5 34.4

E: Esmated Source:Nationaransport Research Centre

Forie last ten years, the use of coal in the power setor haseen de:reasin;it may be due to the fat
that number of plants have now been converted tenaturaas. Likewise, tire has been reduction
coaisage for domestic purposes (Table 15.4).

Tah 15.4: Consumption of Coal {000 M/Ton:

Yea: Power ! fck Kilns Household
20001 2058 '837.9 1.0

20002 249.4 '577.5 1.1

20003 . 203.6 '607.0 1.1

20004 184.9 '589.4 1.0

26005 179.9 1906.2 -

20006 149.3 1221.8 -

20007 164.4 12774 1.0

20008 162.2 1760.7 1.0

20009 112.5 1205.4 0.8

20010 {uly-Dec.) 85.1 1379.1 0.8

£ : Eimated, -: Not Available ource: drocarb:n Deveament Institute af Pakista

Paktan has become the largest user of Compressed aturalas (CNC) in thevorld, as per the statistis
issud by International Association of National Gas khiclesn CNG.Preseny, 3105 CNG stations ao
opeting in the country and 2.4 million vehicles aressing (3 as fu:l (see 1ble 15.5). Use of CNG s
fueh transport sector has cbserved a quantum leag replacg tradiional fuls and has helped a lotn
lowing the pollution load in many urban centers After e successful CG programme for petnl
repcement, the government is now locking to rejace thmore jpollutin/“diesel fuel” in the rod
tramport sector. The government has planned to offe incenves to irvestor=o introduce CNG busesn
theiajor cities of the country.
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Tab-ie 15.5: Growth in CNG Sector

- ]

Ason _ﬁ___;@ﬁ,g?_’iitfiagi(ﬂgl;______, converted Vehicles (No.)

TDecembor, 1998 | 62 60,000

December, 2000l 220 120,000
pecember, 2001 L. D8 210,000

“December, 2002 R - 330,000 -

December, 2003 450,000

_December, 2004 | 660,000 .
December, 2005 | o 1,050,000

w[lgcern_lggr_, :{QQQ e N 1,190 1,300,000

6 ey, 2007 Lo LD 1,400,000 '
“Febmary,2008 L. 209 1,700,000

o A R ) 2,000,000

December, 2008 | 3,105 2,400,000

Source: HDPI http:/ fwww.hdip.com.pk, OGRA, IANGY http:/ / www.igngy.org

The Motor Vehicie Examiners (MVE) have no facilities to scientifically check fitness or emissions of
vehicles. At present, only commercial vehicles are checked by MVE. Even passed vehicle cannot give
assurance of compliance of standards. No private vehicle undergoes any mandatory inspection/emission
check.

15.2 Water Pollution

water pollution has been steadily increasing over the years. The sources of this pollution include
uncontrolled discharges of municipal as well as industrial wastes in water bodies, runoff Trom agriculture
fields where agrochemical usage has been increasing and other natural as well as anthropogenic
activities taking place i the catchment areas.

The existing water resources in the countyry are
under threat due to untreated discharge of Fig-2: Consumption of Water
iunicipal and industrial wastes to rivers and other | (Percentage)

suiface water hodies. The majority of the
pooulation of Pakistan is exposed to the hazard of
unsafe and poliuted drinking water. Untreated
sewage, industiial effluents, and agricultural run-off
are usually released in streams or drains into the
rivers and sea. Peolluted water poses potential risk
to public health. High incidence of water borne

“iseases can directly be attributed to polluted m Agriculture % Industry W Domestic uses
weaters in  iakes, Other impacts of high
sontamination  in the walers incluge loss of Soure: Ministry of Enviranment

hioniversity and ecosystems, reduction in fish
populaiion and damage to soils and crops in the irrigated areas.

The consumntion of water in Agriculture, Industrial 2nd Domesiic sector is shown below as percentage
sota) wse. (sec Table 15.6) and Fig-2.

e
)
<
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After use, the remainirg water becomes Table 5.6 COISUmptil of Water

“wastwvater” containing all kinds of toxic chemicals “sector Percentage

and blogical contaminants. Municipal sewerage is a “Agricuire 69%
majoiource of pollution. About 2 million wet tons of Indust 23%

humz excreta are annually produced in the urban Domer 08%
sectoof which around 50% goes into water bodies Sour: Ministry of Environment

to pwte them. About 70% of biciogical ioad is
genetted by textile and beverage industry.

Natioal Conservation Strategy (NCS) indicated that ahost 4C of deahs werrelated to water borne
disea:s. Untreated wastewater from industries furthe aggrates thesituatic. About 8% of the total
wasteater is treated and rest of the quantity is dichargeuntreatd intciifferent surface water
resoves like canals, rivers, laces and sea. Only three ties Kachi (2),Faisalaid (1) and Peshawar (1)
have reatment plants but they are under capaci/ and ¢ not meet EQS. Recently, Capital
Devepment Authority (CDA) has instalied a modern /astewer treament gnt in Islamabad which
comp with the National Environment Quality Standars (NEQ.

Indusy that has the largest potential of wastewaterlischars mosty compses of textile, tannery,
papeand pulp. About 9000 million gailons of wasterater a daily fischargd into water bodies in
Punjz and Karachi. Some treztment plants have beennstalleby theindustrs (about 133 in Punjab,
207 iSindh and 2 in NWFP). “nvironment Protection gencie(EPAs) ire ranymly checking poliution
levelsf industry and municipel waste and filling cases 1 the Eironmeital Prection Tribunals.

Wateis not considered as a “precious commodity” in’akistaas minimal war charges are levied on
the tated domestic water or on agricultural water.There no resriction n extraction of ground
wateior any purposes. Under this scenario, conservaon of vier res)urces ses not gel importance.
Sames the case with treatment of sewerage and indstrial kic wase. We: enforcament of NEQS,
lack « cost effective indigenous technology and resarce corraint e the ‘edominating factors of
not tating wastewater. The most important elemer is thdisintersts of wunicipal authorities to
addre this issue. Some Watar and Sanitation Agencs (W/As) hawe planrd treatment plants for
Rawaindi, Lahore, Faisalabad and Multan with the issistar of Adan Derlopment Bank but the
projes financing has not yet been made available. Tratmentf sewate and Llizing treated water for
agricture purposes could be a good option for agriciture caitry liks Pakisti. Another constraint is
non-zailability of locally mancfactured cost effective pllutiomntrol £chnolcies.

Sincehe untreated wastewaer is discharged into th riverand otter wat bodies, the quality of
wate'esources has been degraded. People living dowstreamf rivers particurly in lower Punjab and
Sindtwho have no other maans, use this water fo drinkis. According tohe WHO report about
25-36 of all Hospital admissions are connected to wasr borr bacteral and irasitic conditions, with
60% infant deaths caused Lty water infections. The yng-ter effect; on huan health of pesticides
and ther pollutants includes colon and bladder caner, miarriage, birth e¢fects, deformation of

boneand sterility. Due to low oxygen in river waters,ish cat has alo decresed adversely affecting
livelitod of people.

The Mional Drinking Water Policy has been approvd by t' Cabin:t in or:r to provide adequate
quali- of drinking water to tte population in an efficint ancustain:ble maler, This policy aims tc
provi: a guiding framework to address the key issues nd ch@nges ficing Pastan in the provision of

sustaable access to safe drinking water. Currentl over s percent of akistan’s popuiation is
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considered to have access to safe drinking water. Huge disparities, however, exist with regard to
drinking water coverage between urban and rral areas and provinces/regions. The quality of the
drinking water supply is also poor, with bacterial contamination arsenic, fluoride and nitrate being the
pararnefers on major concern. Sustainability of the existing water suppiy systems is also a major issue in
the sector.

inaciequate water supply sanitation and hygiene result in high incidence of water and sanitation related
diseases in Pakistan, which in-turn increase mortality rates and pose a major threat to the survival and
deveiopiment of Pakistan children. it has been estimated that water, sanitation and hygiene related
siseazes cost Pakistan economy about Rs 112 billion per year over Rs 300 million a day, in terms of
heaith costs and lost earning.' Out of this, the cost associated with diarrhoeal diseases alone is
estimated to range from Rs 55 to 80 billion per year.

The kev principles to be pursued for implementation of the policy are as follows:

i) Access to safe drinking warter is the basic human right of every citizen and that it is the
responsibility of the Government to ensure its provision to all citizens.

i) water allocation for drinking purposes will be given priority over other uses.

i} i order 1o ensure equitable access, special attention will be given to removing the existing
disparities in coverage of safe drinking and for addressing the needs of the poor and the
watnerable.

) Recognizing  the fact that women are the main providers of domestic water supply and
intainers of hygienic houschoid eivironment, their participation in planning , implementation,
monitoring and operation & maintenance of water supply systems will be ensured.

vy Resporsibilities and resources will be delegated to local authorities to enable them discharge their

assigned functions with regarid to provision of safe water supply in accordance with Local Bodies
Legistation.

405 Land

akistan is predominantly a dry-fand country where 80 percent of its land area is arid or semi-arid, about
12 nercent is dry sub-humid and remaining 8 percent is humid, Two third of Pakistan’s rapidly increasing
population depends on dry-lands to support their likelihood mainly through agro-pastorai activities.
HYowever, like many other developing countries dry lands in Pakistan is severely affecied by land
enradation and desertification due to unsustainable land management practices and increasing
“aad of natural resources causing enormous eivironmental probiems, including degradation of dry-
andd =eosystens, 1oss of soil fertility, flash floods, loss of biodiversity, reduction in land productivity, soil

iogging salinity, and many other associated problems to rapid growth in population is
ssure op atural resources. The situation is further aggravated by scarcity of water, frequent
5 and mis.-management of fand resources, contributing to expansion of deserts, reduced .
fwvity and consequent increases in rural poverty. Moreover there is limited knowledge of
sapenmiences and economic imiplications of land  degradation, inforration gaps, and limited
inzuiutional capacity to address and degradation and desertification problems through an integrated
capagement appreach.

Do
:
1

SYLaT, Walll

= Strstogic Courtry Environment Assessinent (2006), the Werid Bank,
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Tak 15.7: Causes and Effects of Land Degradation in Brani (R:-Fed) Lands

Caes of land degradation Effects and impliciions

Soirasion Soil erosion resultsn siltath of rives, irrigain systems and small darm,
debris flow and lar slides hill slojes impang of texture and structu?
of soil and loss of 2it nutnts, excessive wer runoff, rise in frequeny
of floods decrease: water taining :apacityf soils.

Slong cuitivation Clearing of forestland fecerop cultivatior illicit CJttI_n_g of trees fr
firewood and agricitura! irlement. L
Ov-grazing Overgrazing cuttin ana loing of firage tr:s, damage to young foret

crop and nurserie disturnce or compaon of s3il, increase in sd
erosion. Reductiorin wilce habitit qualitand gquantity, competitia
with livestock fo forage and sjace, le regenzration of naturl
vegetation due to ampacty of soil.

Derestation Deforestation restts in ecessive .oil ancwater erosion, drying f
aquifers, reduced arbon :questretion, arity in climate, reduction 1
water retaining caacity oail, exc:ssive wrer runoff, destruction ad
deterioration of wdlife relting ir lower imber of wild animals art

birds.
Lar tenure issues Fragmentation of and hongs, cu tingmwdforest for fuel, timier ar
i _ topping for forage, learing forest ireas forrop cultivation.
Po management of natural [llegal cutting of tres in fosts and vatershls, reduction in scrub foret
rewrces/forests. cover, inadequat reforeation we to nsufficient resources hs

increased soil ercon andltation of river:Weak law enforcement
i check theft and illeal remal of vegtation tite evident.

Saurce: National ctian P1 ta Conbat Destificatian, M/a Environmet

Tk menace of land degradation and desertificabn is it only affectir rain-fed agriculture ad
paoral systems, but also reducing productive pcential * irrigatzd agrecosystems due to weer
lofing and salinity. Sustainable Land Managemet (SLMis now consided as a viable optionto
cubat land degradation and desertification. Fedeal androvinciil Goveiments have to integrte
SL principles into sectoral policies, strategies and:lans, gand degradatii adversely affects natval
resurce based livelihood cf the rural poor. FederaGovernent skall supgrt provincial governmets
toombat desertification s recommended under’overtyeductisn Stra'gy Paper (PRSP), Natio.al
Acon Programme (NAP) and aligning Pakistan's N# with -Year Yrategiclan of the Untied Natins
Cevention to Combat Desertification (UNCCD) (se Table5.7). Accordinto National Forest Polyy,
Néonal Decertification Cortrot Fund as envisaged uder Nz and UJCCD shil be established to ensre
cctinued financial sustainzbility for SLM interventins at gssroot. level. spropriate incentives sall

bedesigned to enlist the participation of local ommuties in sustairble management of lad
rejurces.

13 Forestry

Fests are crucial for the well being of humanity. hey pride foindatios for life on earth throgh
edogical functions, by regulating the climate and wter reurces avd by se/ing as habitants for plats
ar animals. Forests also furnish a wide range o essenil good: such : wood, food, fodder ad
miicines in addition to opportunities for recreatior and oer services. Foists are under pressure e
toxpanding human and livestock populations whio frequitly leals to coversion or degradation: of
fosts into unsustainable farms of land use. Whenorests e lost «r seveily degraded, their capaity
tounction as regulators of the environment is iso los incresing fods and erosion hazais,
reacing soil fertility and contributing to the loss f plantnd aninal life.s a result, the sustainale
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provision of goods and services srom forests are jeopardized.

The existing forest resources are under severe piessure to meet the fuel wood and timber needs of the
country and wood based industries including housing, sports goods, matches, boat making and furniture
industry in the country. There is need to increase the area under tree cover not only to meet the
mateiial needs of the growing population but also to enhance the environmental and ecological
services provided by the forest.

Under Miilennium Development Goals of Forestry Sector, Pakistan is committed to increase forest cover
from existing 5.2% to 5.7% by the year 2011 and 6% by the year 2015. An increase of one percent
jimplies that an additional 1.051 million hectares area has to be brought under forest cover by 2015. This
will inctude all state lands, communal fands, farmlands, private jands and municipal lands.

15.4 Measures to Enhance Forest Cover
= fviass afforestation and Tree Planting Campaigns

Two inter-provincial meetings to finalize the targets and strategies for the monsoon and spring tree
planiting campaigns were held under the chairmanship of the Minister for Environment. During the
tree planting campaign 55.77 million and 35.96 million trees were planted in spring and monsoon
ceasans respectively. The Federal Forestiy Board develops policies and strategies related to the
roresiry Sector and also monitor the activities of the Provincial Forest Departments including the
forest cover This Board comprises the representatives from the Provincial Forest Departments, AJK,
Gilgit-paltistan, NGO's prograssive gamers and other stakeholders

Mational Vision 2030

ty 70320 the country wil be managing zil types of forests on ecosystem approach, enabling them to

perfarmi potential functions of conserving biodiversity, providing sustainable livelihood to )
dependent communities, seeting nationat demands for wood and contributing positively to

mitigate global environmental problems. Achievement of the Vision 2030 on forest biodiversity

conservation is a combined responsibility of all forest stakeholders. '

national Forest Policy

Ministry of Environment is in process of formulating the National Forest policy 2010 to provide a
henad framework for addressing izsues of forests and renewable natural resources of Pakistan and
shelr sustainable development for the maintenance and rehabilitation of environment and
ephaiicement of sustainable livelihoods. The Policy provides broad guidelines to the Federal
Government, Provincial Governments, Federally Administered Tribal Areas =nd Local Governments
for ensuring the sustainable management of their forests and renewable natural resources.

Gastiness World Record

Dakistan has set a new Guinness World Record in maximum tree planting during 24 hours on July 15,
3609, three hundred planters from the local commurities planted 541,576 propagules of mangrove
srmee on 796 acres on an istand at Keti Bundar in the indus Detta.

Hational Tree Planting Day

Frirme Minister of Pakistan declared 18" August as National Tree Planting Day {NTPD). The objective

|
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s to address deforestation and associated envonmeal protlems bng faced by the natioal
‘hrough motivation and involverment of all segmnts of e society in tre plantation campaign. in
18" August 2009 massive plantation was carriedut thrighout akistamwith the help of Provinal
‘orest Departments and Federal line Ministries/zencies

B President Mass Afforestation Programme

>resident of Pakistan has launched a mass affcestatic progranme o December 22, 2008. Tis
yrogramme is spread over a period of five ear. al shall largelyse sponsored by privze
:ntrepreneurs for planting trees on state and ther siable lavds. Prate entrepreneurs are in
ntegral part of this programme. Many private cnpanichave e:pressegreat interest in investig
n environmental forestry as part of their Corporte SociResporsibility.

Mangroves for the Future {MFF)

Mangroves for the Future (MFF) initiatives focu on thcountres wor-affected by the tsunani.
Jowever, MFF will also include other counties cthe Reon tha face shilar issues with an ovenll
iim to promote an intezrated ocean wide apprach tozastal one meagement. Pakistan joind
MFF as dialogue country in 2008 and prepared :s draféationa Strates & Action Plan (NSAP)is
der requirements of Regional Steering Commtee ofAFF to becom regular member of tis
‘egional programme.

The 6 Regional Steerirg Committee (RSC) meting (the MiF heldy Thailand during Januey
2010 considered the Pakistan's National Stratey andction Han animade it model for othr
sountries to follow. Pakistan also becomes the sgular emberof MFFAs a member, Pakistaris
ow entitled to received assistance for instistional trengttening, apacity building and r

mplementation of smal and large projects in costal ars of Pakstan frn April 2010.

15 Climate Change

Cliate change resulting from an increasin
co:entration of Greenhouse Gases (GHGs) in th
atnsphere due to the use of fossil fuels and othe

Tab 15.8: llimate'hange Vulnerability Inox

(CC2009/0

Rik Couitry Rating
huan activities has beccme a major worldwid Sonlia Extreme
corern. It is particularly so for Pakistan becaus Hii Extreme
climte change is posing a direct threat to its wate Afghka“a” Extreme
sewity, food security and energy security. Th P_a_ An Hfgh RfSk

, : bili h ad ) i Philitines High Risk
(301try5 vulnerabiiity to SUC. aaverse impacts | ina High Risk
liky to increase considerakly in the coming decade indossia High Risk
asie average global temperature, which increase ) Cha Medium Risi
by).6 °C over the past :entury, is projected t 2 Uy Low Risk
incase further by 1.1 to 6.4 °C by the end of th 2 ¢ Low Risk

3 Noray Low Risk

cuent century. Already Pakistan is rated as a "hig
ris’ country in the giobal rankings for Climat
Chige Vulnerabiiity Index (CCV1) 2009/10. (see 15.¢

Source: Maplecrft
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Past and Expected Future Climatic Changes over Pakistan

During ihe fast century,

average annual temperature Over Pakistan

increased by 0.6 °C, in

agreement with ihe glohal trend, with the temperature increase over northern Pakistan being
i omer than ovar southern Pakistan (0.8 °C versus (.5 °C). Precipitation over Pakistan also increased

HRES
i

an ihe average by about 25%. studies based on the ensemble outputs of several Global Circutation
Models (GCMs) project that the average temperature over Pakistan will increase in the range 13-

1.5 °C by 2020s, 7.5-2.8 °C by 20535, and 3.5-4.4
°C by the turn of the 21% century. Precipitation is

averape global surface temperature by 2.8-3.4

°C by 2080s, corresponding to an inciease in

projected 1o inirease slightly in summer and decrease in winter with no significant change in annual
precipitation. Furthermore, it is projected that climate change will increase the variahility of
monsoon rains and enhance the frequency and severity of extreme events such a floods and

drougiits,
palistan’s Status as a GHG Emitter

oakisian’'s iotal GHG emissions in 2008
amounted to 309 million tones {mt) of Carbon
Gioxide (COL) equivalent, comprising about 54%
c0,, 0% Methane, 9% Nitrous Oxide and 1%
(ior pases. Yhe biggest contributor is the
sacior with 50% shares, followed by the
: sactor  {39% sharej, industrial
v (6% share) and other activities (5%
pakistan is a smali GHG emitter. It
Litas only ¢bout 0.8% of the total global
ciissions, ©n per capita basis, akistan

teancs per capital GHG emissions
21 o tevel which corresponds 10 about
£ of the world average, one-fifth of the

inr Western Europe and one tenth of

Table 15.9: GHG Emissions (2008)
Countries _ Absolute ; per Capita
i (l\_{lillionﬂ__l_v‘letric tons) | (Metric tons)

Vustraﬁa—'ﬁ" 20.8

France
Maiaysia
China
indonesia____
palistan___ i
Philippines

Sri Larka
Source: Energy Information Administration (EIA])

. Capita 2missions in the US, putting it at 135" place in the world ranking of countries on the
2 p B

Laeh, of their per capital GHG amissions. (see Table 15.9)

wiz ey Climate Change Related Concerns

“he mnst important climate change potential threats to pakistan are identified as:

ceace valizhility of monszon,

s rise in snow line;

i~ rezsed risks of floods and droughts:

iapid racession of Hingus iush-Karakoram-Himalayain (HKH) glaciers threatening water inflows
it the Indus River System (IRS); reduction in capacity of natura reservoirs due to glacier meft

- mazed siiation of majer dams resulting in greater loss of regervoir capacity;

Soeee vialseostressed and keat-stressed conditions in arid and semi arid regions; leading 1o
soslred agricuiture proguctivity and power generation;
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» increased upstream intrusion of saline water irthe inc deita adversy affecting coastal
agriculture, mangroves and breeding grounds ¢ fish ; &

* Threat to coastal areasdue to sea level rise andncread cycloric activy due to higher sea
surface temperatures,

T2 above threats lead to major concerns for Pakizan in tms of ts WateSecurity, Food Security
al Energy Security. Some other climate changerelateconcerrs of Piistan are identified as:
lrease in deforestation; loss biodiversity; increasd nealtrisks (leat strces, pneumonia, malariz
al other vector-borne diseases) and risks to ther ‘nerabl: ecostems (e.g. rangelands
dzraded lands, mountainous areas etc).

flrask Force on Climate Change (TFCC) was setup by e Plaming Camission of Pakistan ir
Ctober 2008. The Task Force report recommends nurb of mezsures taddress both Mitigatior
al Adaptation aspects of climate change. It alsodentifi: varioui ongoiz activities and plannec
aions envisaged under the planning Commission; Medin TermDeveloment Framework 2005
Tand Vision 2030 which implicitly represent Paletan’s pns anc actiontowards mitigation anc
aptation efforts. Main recommendations of th¢Task Fce on :limatechange are summarizec
tlow:

I Mitigation Measure
« Energy efficiency improvement at all levels in te ener; systen chain.

« Expansion of nuclear power programme.

« Development of mass transit systems in large cies.

+ Greater use of CNG asfuel for urban transportiion.

« New methods of rice cultivation that have lowe meth.e emisions.

« Development and adoption of new methds foreducin; Nitros Oxide releases fron
agricultural soils

+ New breeds of cattle which are more produtive inxrms o milk ed meat but have lowe
methane production from enteric fermentatio

\
- Intensive effort on forestation and reforestatia.

Adaptation Measures

Addition of sufficient reservoir capacity on IR Riverso thateven d-ing high flood years n
water flows down Kotri in excess of what is neessary r envircnment reasons,

Development of new oreeds of crops of high y:ld, resant to 1eat stis, drought tolerant, ies
vulnerable to heavy spells of rain, and less proe to incts andpests.

Aggressive afforestation and reforestation prgramns with slantatn suited to the loomin
climate change.

Preservation of rangeands through proper rareland anagenent.

The effort on communicating climate change zlated formaton to tz intelligentsia as well 5
the general pubic and raising their awarenss of t criticil issue should be substantiall
expanded.

23
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s Capacity enhancement of all the organizations in the country which could make useful
contribution towards addressing climate change.

z introduction of climate change related scientific disciplines in Pakistan’s leading universities soO
a5 to ensure a regular supply of trained manpower, and

» Fstablishment of a National Data Bank for climatological, hydrological, agro-meteorological and
other climate change related data to cater for the needs of all relevant institutions.

. International Negotiations for Future Climate Change Regime

Salient recommendations of the Task Force regarding Pakistan’s position in international
negutiations for a post-2012 climate change regime are:

¢ Global temperature should not be allowed to exceed 2 °C.

o Strive for the continuation of the Kyoto Protocol.

» Call for deep cuts in GHG emissions by developed countries.

e Avoid any onerous binding GHG emission reduction obligations on Pakistan.

s insist that, based on the principle of equity, any cap on GHG emissions should be on a universal
par capita level basis and apply equally to alt countries,

o Project Pakistan asa responsible and constructive member of international community and seek
arcess to advanced Carbon-iree and low-Carbon and Clean Goa! technologies.

+ Emphasize adaptationas a key priority for Pakistan.
s calito define and establish vulnerability on scientific basis.

s Reject linkage between climate change and international trade.

o

Serk substantial increase in international funding for adaptation and call for new financial and
terhnoiogical mechanism.

Seck approval for nuciear power as an admissible Clean Development Mechanism (CDMY)
technology.

«  Continue to support the position of the G77 and China.

£
i

w11 Sector Deveiopmeant Programme, 20:09-10

~ Government of Pakistan has increased its funds allocation to the Environment and Sustainable

Development in its current public sector development programme. Overall, an ailocation of around Rs

4 riltion his been made for the environment sector projects in the federal PSDP 2009-10. There are
nraiects under impleinentation, which fall in the brown, green and capacity building

+rsisub-sectors of environmant such as: mass awareness, environmenta! education and -

eri-anrment arotection; preparation of land use plan; fuel efficiency in road transport sector; projected

qrzac aanapament; forastry; biodivarsity; watershed management; hospital waste management;

~npmental monitoring; capacity building of environmental instituticns; natural disaster, early

= and miligation; improvement of urban environment; etc. However, release of funds remained a

ring the year du2 to firancial crunch being faced by the country.

o
o

serious issue o

wiany rogedts incuding forestry, watershed managemerit and bicdiversity projects in Mangia and
Tarhela Watersheds are underway o reduce sediment load, create employment opportunities, alleviate
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powty, conserve the natural resources and rehoilitatehe dejraded and resources - throuh
nunries and plantations, construction of check dats, soilynservaion, eablishment of communy
orgizations, terracing, etc. Various tree planting prjects a underimplerrntation. The tree covern
thelountry (state and privately owned) has incresed b5.17%. To achve the MDGs targets »f
vegation cover of 6% by 2015, 6 projects of forestryesour develgpment ssting Rs. 12.00 billion ze
uncr implementation. :

instlation of water filtration plants in different pckeis undervay. Suainability of these watr
filttion plants needs to be ensured through cmplian of aleady iberated operation ad
matenance aspects as wall as ownership by th provzial/stae andocal guvernments. Aftr
conletion of targets for each union ccuncil, next pase ofie programmei.e. to install one plantn
eacvillage may be taken up.
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Pakist is the world’s sixth mest populous country’, Wh an e matedpopuiain of 169.9 million as at
end-he 2009, and an annua! growth rate (revised) ¢ 2.05 rcent, it is ex:cted that Pakistan wil
becor: the fourth largest nation on earth in populatioiterms’ 2050 Fig-16..,

Fig-1: Actual versus projected population, slected untries
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With median age of around 20 years, Pakistan is alsca “you;” counry. It isstimated that there art
curretly approximately 104 million Pakistanis below te age 30 yers. Totiworking age populatio
is 1201 million, with the size of the employed labour srce esnated it 52.7Iniliion as of 2008-09.

Table;.1: Selected Demographic Indicators

. N 2007 20 29 2010
Total -pulation (million) 16291 1661 1694 173.51
Urbaropulation {million) 56.82 58. 667 63,05
Ruralpulation (million) 106.02 107 o7 110.46
Total rtility Rate (TFR) 3.9 3 ) 7 3.6
Crudeirth Rate {Per Thousand) B 29.1 28 ! z4 28.0
Crudeeath Rate (Per Thousand) 7.9 7 3 7.4
Populion Growth Rate (Percent) 212 2. f 28 2.05
Life Eectancy (Years) 634 62 : €1 64.5
Male 827 £ €3 63.6
Fema 64.1 6¢ €0 65.4

Source: Sub Group Il on Popution Protions farthe 10" re Year Peopie’s Pian 2010-1:

! pakan's population estimates heve undergone a recent revisi.. Latesstimatesare baseon recert projections carrie
nut kthe Sub-Group Il on Population Projections for the 10" Fi= Year Pples Plai 2010-1These were officially release
after e Statistical portion of the Economic Survey went to printTherefoithe popilation nnbers used in this chapter w!
not ty with the Federa! Bureau of Statistics estimates used t calculaiper-capia incomin Table 1.5 of the Statistic:
Appelix.
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The proportion of population residing in urban ceiii, as has risen to 36%. Since 1950, it is estimated that
nakistan's urban population has expanded over sevenfold.

Desp'ite a gradual decline in the Total Fertility Rate (TER}, currently close to 4, Pakistan has been a
laggard in achieving a breakthrough on this front.

Fig-2: Trend in Total Fertility Rate in Pakistan 1970-2009
7 T._.,_...,,A__._,. _— . b
6 ™ -
5 e
4 4
3 -
2 -
1 A
04 ;
1870-75 1984 1986-91 1992-96  1857-00 2006 2007 2009

source: National Institute of Population Studies (NIPS) based on PDS Survey 2007(FBS)

The lavel of fertility in Pakistan remained constant at 6.8 children per woman from 1961 through 1987,
population grew as life expectancy increased and fertility rate remained constant. Growth rate of
population declined during 1950-2000 because fertility rate declined rapidly during this period and life
expectancy stagnated. Fertility rate began by declining rapidly in the decade of 1991-2000, falling from -
53 tc 4.4 children. The fertility decline started around 1988 with a reduction of approximately 2
children per woman in each decade throug! 2000 and later years, the subsequent decade 2000-2009
fac seen a slowing of the fertility transition with a fail from 4.8 to about 4.0.

The draft population policy 2009-10 envisages to reduce fertility level from 3.56{2009) to 3.1 hirths per
worman by the year 2015. To achieve this contraceptive prevalence rate has to increase from 30 to 60
per cent by 2030. Lately the rise in CPR was from 12 to 28 from 1991 to 1997-98, an average of 2
percent a year, the rise from 1998 until 2004 is 28-33, less than one percent a year.

TTable 1g.4: JOTAL FERTILITY RATES COMPARISON (1970-2010)

Counin i | i | - ‘

ountr | 497075 | 197580 | 1980-85 | 198590 | 199093 12%%% 2000-05 | 2005-10
R N B S S I

pakistan 700 1 680 660 . 645 567 1 498 4.44 4
nden | oesT | eey | ss2 | a8 1 3% | 330 L M AP
Tndia 526 | 40 | 4s0 i 413 | 388 3.46 311 2.76
Chine. Ta77 7 293 261 | 263 | 201 1.80 1.77 1.77

Saurce; Fopuiatian Division of the Depariment of Economic ond Social Affairs af United Natians Secretariat, Warld

Poputation Prospects: The 2008 Revision.

{The tatle above is saqurced fram United Natians statistics, which may differ from other cited figures used efsewhere -
.l”,‘:h?. dc_?gjment}.

F

6.1 Population Querview

Population trends are best explained by CBR {Crude birth rate), and CDR {Crude death rate). These show
she growth and deciine of a pepulation per thousand births while IMR (Infant mortality rate) is the
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nuber of newborns dying under a year of age dirded byvhe nunber ofve births during the yar
timrs 1000. The infant mortality rate is also called tk infanieath rite. it ishe number of deaths tht
ocir in the first year of lifefor 1000 live births. All tese incators hive impved if we see the patten
fra the last census in 1993, CBR declined by 20.3%, CDby 12.73% andMR by 17.73% taking ne
tir period from 1999-2003. This analysis confirm:the juture w2 are a in terms of demograpic
trasition. Fertility and mortality both are on the dedne anwe have an opprtunity to reap the widly

acaimed “Demographic Dividend.”

Fig-3: TRENDS IN CBR, COR & IMR
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Grvth rates in the above parameters have been uctuatz since 1950. Ye period of demograpic
tresition when dependency ratio decreased is carly mrked a: the dmnarcation towards lover
groth rates and that occurred from 1990 onwardsThe greth rateis to ddine further bringing hoe

thithe demographic dividend would materialize.

16 Regional Demograghics

Pastan does well amongst its immediate neighbors in tens of asic de ographics but the grovth
ratof Pakistan is the highest among the countries nder reew. Poulatiogrowth is skewed towais

thyoung and a youth buige has evolved over time.

Tae 16.3: Demographics of selected countries

Cortry Births per.l,OOO Deaths per.:OOO Po:E.l!'ation Growth rate
population populatia nillion {percent)

CHA 12.2 6.9 300 0.49

PASTAN 25.1 7.1 “177.2 1.51 o

BAGLADESH 238 9.1 ‘581 1.27

INA 21.2 7.5 ww[,lOO 1.38

source:5 Censu; Bureawnternational Database, 210

I
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Pakician, when fertility is in the process of fafling towards its
finzl renlacement level.

16.5 Tenographic Sividend T o . ]
i . World Population: 1950-2030 1
T denographic dividend is a rise in the rate 0i economic . 7 l 4 T ; ;_
. . . . RN |
U due to a rising share of working age people in a . g ! ; Ny qBiﬂian
sopelation, The population bulge enters and stays in the | ¢ 7 L _J !ﬁj{ o Te gition——! |
working age group, and the rate of growth of the working 56T ' 7Bil!ion~J——i—{ l
. L . c §— -& 5 Bifion I
ase oooulation surpasses that of total population, with a |5 | ;
- ' . . " . . % q peem—— 5 Bilon— o
comsegusnt increase In the working age ratio. This occurs L 4 Bilion— || ‘ l
when the feriility rate falls and the youth dependency rate | & z -2 EBilien ' ; i J
dectines. During thi. demographic opportunity, output per t | i —%— ! l
. . - . D T T : : ll \
capita vises. This occurs In the last stages of the o o e 3298282323 }
demozraphic transition, a situation about to happen in > a ¢ & & 3 R & & R & I
Yeat 1

LS:n.m US. Ceass Bureau, krmnagonat Bata Base, Jecember A9 Update.

The life cycle consumption model suggests that different age groups in a population have different
scomomic implications. The young need investment in heaith and education, adults supply labour,
income and savings and at old ages there is a need for retirement income and, again, a requirement 10
invest i1 health, As the refative size of each of these age groups change in the population, the respective
tapact of the econgmic behaviour sssociated with different ages also changes. Thus a farger labour
foree is good for the economy provided it is put to use. i has been argued that the demographic
Awidend played a role in the "economic miracle” of the East Asian Tigers, and even in the economic
teom s dreland in the 1990s. As the proportion of workers rises or falis, so do opportunities for
¢ mnaomic growtin This is a time specific window of opportunity, and is not going to last forever. The
Bty noociaeers” turn into “dependants” as time passes. Crude death rate {CDR} will continue to
Letore ncreacing again after year 2045 This increase would be due to the changing age
cire of the ropuiation, which would thes have a bigger proportion of elderly poputation.

forining the population growth rate and the growth rate of the economically active populaticn
celvers stoking resuits, While population growth has a large and statistically significant negative effect
i e capita income growth, this effect is counieracted by a statistically significant positive effect from
wroerih 1o the share of the population that is ecanomically active. With the percentage share of 52

sercent in the lale Eosto early 50s, the proporticn of working age population (15-64 years) in Pakistan

26 ranched almost 59 percent in 2006. The share of working age population will peak in 2045 to 68

+ kefore starting to decline again. the reason being the growing share of older age ~opulation.
- nvimately threc percent otd age population share would increase to almost 10 percent by 2050
ean, zecording to the mediom variant scenaric of the United Nations (2005). The share of the
- zpe i the wial population with decreasing fertility, will show a declining trend. From the current
_opt the vuung population s cxpected to comprise only 23 percent of the country’s popuiation
;, oghing at the low and high variants it is beliaved that 18 and 27 percent of the population,
crivaly, would comprise young people by 2050. These trends in fertility and mortality rates in the
ceunfiy incicate an increasing median age of the population. From a median age of 20 years, it is
sruienied o ingrease to an adult 33 yvears by 2050 (medium variant).

the population in Pakistan siarted o increase in the 1990s and, with decreasing
P crond will continue in future. If the demographic transition follows a slower path in the
cnenite the median age would be around 29 years hy 2050, compared to 38 years if the fertility decline

~eeosanid, By 2050 Crude birdh rate (CRR} i expectad to almost half, at 16 births per 1000
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Paktan is aiso experiencing a dwindling dependenc ratio.educec depen:ncy ratios mean that he
preortion of the population in working ages (15-6< contirss to ircrease hile those in the youngr
age (0-14) decrease. The proportion of the elder in thtotal populatiy is projected to showa
sukantial increase after 2025. The decline in depadencyitio car affecter capita output throuh
seval intermediate channeis. First, the number of poducesurpasss the (nsumers secondly savins
incase which can make capital more available ad thuselativey chea:r. It facilitates increasd
savgs and investment, at both micro and macr levelsAt the micro svel, parents with fewr
degndent children can more readily afford producve nvements and athe macro level resoures
othrwise needed to suppo-t an increasing populabn canz put v direcr productive investmers.
Cottries can move from being heavily dependent o exteril finance to a gsition of relative finanal
selufficiency.

A sond channel is through improving the quality f hurm capitil. Educion affects mortality ad
ferity rates. Not only the population size but the ze comisition s also zered by education. Whe
curnt population and repraductive health policiesinly fos on the gap ttween the actual and te
desed family size, female education can foster a stctly vontary firtility ccline. The TFR is expectd
to »ntinue to fall, reaching a near replacement avel b2050, iwccordir to the medium variat
prections [UN (2005)].

Theabove discourse boils dJown to one point: caitalizinon the demoaphic dividend demanrs
focied policy. Flexible labour markets, an open ecoomy, pvision :f welfa and policy for the futre
agag population, are essential requirements for thelemogphic diridend t materialize.

Me Pakistan 201 Female

B

fpulation (in millions)

udrce: Uscensus ireau Inrernatiana.f Databse
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The expansive type population pyramid shown above depicts a greater preponderance of young than
old in Pakistan’s population. The youth bulge has been described by some as a situation in which 20
percent or more of a population is in the age group 15 to 24 years. it is the result of a transition from
high to low fertility about 15 years earlier. The youth buige consists of large numbers of adolescents and
young adults who were born when fertility was high followed by declining numbers of children born
after fertility declined.

16.4 Age Composition of pPopulation

Impact of changing Jge compositions has already occurred because of the gradual fertility deciine that
has been underway in Pakistan since the late 1980s and early 1990’s. A way of looking at the changes in
age structure is 10 examine dependency ratios, i.e., the ratio of persons under 15 and over 64 1o persons
batween 15 and 64. This ratio is an indication of how much of the young population is increasing and
that of old is decrgasing. The dependency ratio has already decreased from 0.86 to 0.75 in the fifteen
years since fertility began to decline in 1990. The ratio will continue to decline for several more years to
beyond 2030, mainly because of the reductions in the proportions of the population at the young ages
of 0-14, and a continuing increase in the working age population. Age is the foremost criteria of
harnessing the potential of economic growth through the labour force participation.

Table 16.4: Population by Age Groups ; Pakistan Projection {000s)

AGE GROUP [ 200% 2010 | 2015 2020 2025 2030
TOTALM+F 185,772 173383 | 192262 | 1,397 | 229,377 246,272
MALES b R
T0-4 Tl ese2 11,886 | 12429 | 12711 12,350 12,062
sa 10047 o 9287 L 11,631 12,205 12,513 12,180 ,
04 110130 | 99%6 9,210 11,554 12,133 | 12,446
~15-19 _M____,_j_ﬂg,_ggl __________ 10047 | 9878 | 9161 | 11,503 12,084
2024 7885 | 9767 | 9958 | 9,801 9,089 11,428 y
2529 ) &4 o | 7729 | 863 9859 | 9706 | 900
3034 | SO0T7 6,009 | 1627 9,555 9,763 9,617
3539 | 4460 4,957 6,008 7,536 | 9,459 9,673
40-44 4,042 | 4349 4,869 5,919 7,440 9,354
asa9 1 3465 | 39% azas | 4770 | 5812 7,320
5054 o796 L 3331 | 379 4,120 4637 | 5664
55-59 B 2,035 | 2,633 3,155 3,609 3,932 | 4,440
Teo64 | 1543 1,854 2,416 2,911 3,346 3,662
65-69 1,199 1,341 | 1,625 2,133 2,587 2,992
70-74 e | 973 1,100 1,346 | 1,782 2,179
R .9 | 07T 1,271 1,482 1,796 2,315
TOTAL 1 80,140 89,190 98,874 108,670 117,849 126,417

Source: World Bank's Warld Development Indicotors (WDi) database

16.5 Population Projections

Below are the population projections for pakistan through to 2030, The te:m Medium variant means
that if the population increase goes at a balanced pace this scenario would unfold, High and low variant
mean if the change occurs at a high fertility or a low fertility pace. Constant fertility variant describes
stable fertility change.
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Table6.5: Pakistan Population 2010-2030 {Thousand}
vear Medium High Low Sertinty
variant variar wariant variant
2010 184 753 184 73 B4 753 184 753
2015 205 504 207 35 D3 683 207 918
202¢ 226 187 231 25 21098 234354
2025 246 286 25582 36751 263 398
203C 265 690 280 01 A1 345 294812

Sour: Population Division of the Department of Econom: and Sal Affais of theinited Nations Secretaria
WonPopulation Prospects: The 2008 Revision

Ageiat divides the populaticn in two parts of equal 2e is cad medan age,nat is, there are as man
persis with ages above the median as there are withiges bew the nedian ze.

Takiz five year period of 2010-15 and 2025-30, : is prlicted » the Inited Nations that lf
expdancy in Pakistan would increase from 68 to 71). The jpulation grow: rate would decrease t
1.52and total fertility rate to 2.70. The crude birt rate BR), cride deay rate {CDR) and infar.
morlity rate {IMR} are projected under this scenarioa declirto 21.¢, 5.6 ar 42.2 respectively.

16.6JRBANIZATION

Duriz 1950-2008, Pakistan's wurban population Table 15: MEDI\N AGE
expided  over seven-fold, while the total pypieta

popation increased over four-fold. Dramatic social Mediarze (yean)
chates have led to rapid urbanization and the Mediurariant 010-20=

emeence of mega-cities.  Pakistan is the most Year Median age
urbiized. nation in South Asia with city dwellers 2010 21.3
makg up 36% of its population, (2008). While the 2015 22.5
urbzization rate is 3% (2005-10). Demographically, 2020 23.7
urbzization is gauged both in absolute and relative 2025 25.0
tern as growth of cities within a defined area. 2030 26.4

Accding to base case projections, the year 2030 Sourcenpulation Divisicof the Department of

' Econor and Soial Affai of the United Nations
Secretat, Worll Populann Prospects: The 2008
Revisio.

will be & major landmark in  Pakistan’s
dermgraphics. For the first time in its history, the
urbz population in Pakistan will constitute 50% of
the tal.

It iselieved that the rate is nighest when industrialiation tes place and tt graph shows that in th
forntive years of Pakistan the rate was high since te urbapopulaion haample opportunities an
the end continued even in the eighties. The shift to rban aas is stil takinglace but is considered t
be sall as compared to thatin many other parts of tk worl
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Fig-4: Prajectians of population in urban areas of Prk (%) (2015-2030)

2030
2025
(%)

2020

2015

T T 1 L]

o 10 20 30 40 50
Source: World Urbanization prospects 2009

Most projections are of the view that the rate of urbanization in Pakistan will continue to increase. This
is due to the in built momentum of past high growth rates. More than half of the total urban population
of Pakistan (2005) lived in eight urban areas. Karachi, Lahore, Faisalabad, Rawalpindi, Multan,
Hyderabad, Gujranwala and peshawar. Between 2000 and 2005, these cities grew at the rate of around
3 percent per year, and it is projected that this growth rate will continue for the next decade.

Table 16.7: Population of Major Cities of Pakistan

cCiTY }l 1998 census 15981 census ‘ CAGR (%} | 2010
—EREKEETM— “—#T#mu_iiggglba ) E 3.49 13,386,730 '
lmbmwum”*——_v T o434 i MMMMMMM 3.32 | 7,214,954

FAISALABAD | A—WW——H_E}iiiégflﬁnmfﬂ-_vizzg;éoe 358 g_ﬂ'L91zzs§-_”
"EMI?»}KBFW”A—H‘”Mﬁi}&;?&a—é"w T 7oas T 3a3 | 2013876
CRAWALPINDL L

MULTAN ﬂfﬁi...._ﬂ_ﬂi#._.ﬁ%:(fl 2.93 1,610,180

HYDERABAD _____jiifiﬁff__f__}___A_foffg_,__,J 2.62 T_— 1,521,231
Tommwas | wmse | 6089 am | e

PESHAWAR 982816 566,248 3.29 1,386,529

QUETTA m 565,137 T ass9 —* 4.09 871,643

ISLAMABAD " 529,180 204,364 5.7 972,669

Source: Population Census Organization, EA Wing

16.7 Mega Cities

Mega cities are defined as having a population in excess of 10 miilion people or a minimum level for
population density (at least 2,000 persons/square km). These mega cities are being agglomerated at a
high rate. I 1950, only 29.8 per cent of people lived in urban areas whereas by 2020, an estimated 57
per cent will live in cities.
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Popution is nat the only distnguishing feature of mea citie their irdispen:ble functionality is also
the cie in point. Mega cities are the product of the derands ccurrenieconoic era. A critical numbetr
of cits are post-industrial production sites for theleadinindustres of ur period, finance and
speciized services, they are national or transnationainarketaces wiere firs and governments can
buy fancial instruments and specialized services, theyfuncticas cenres forie coordination, contro!
and svicing of global capital. '

Accoling to Marshall (1890). the geographical concntratic of eccomic :tivities can result in e
snowall effect, where new entrants tend to agglomrate athey benefit fiim higher diversity anc
great specialization in prodiction processes. Worke: also befit from beir in an agglomeration at
they in expect higher wages and have access 10 a farer cho2 set ofemplowrs. Many new markets
and iestment opportunitiesin, for example, infrastrcture, ansporgtion, talthcare, education anc
recraion will unfold. Handled well, urban expansiorcan behe keyto conhuing economic succest
. {Mckisey).

The >pulation of Karachi was about 105,000 inhaftants ' the exd of t2 19th century, with
cosmrpolitan mix of different nationalities. Non-goveamentand intrnatioal estimates of Karachi'
popution run anywhere from 12 milliop to 18 millionThe ci's popuation isrowing at about 5% pe
yearmainly as a result of rural-urban internal migation)ncludirg an eimated 45,000 migran
worlrs coming to the city every month from diffeant pas of Padstan hile the overall rate o
urbazation for Pakistan is 3%.

Table6.8: TOP 15 MEGA CITIES OF THE WORLD IN 2010

RanWrder City Countr Pop.uI.atlon
(miltions)

1 Tokyo Japan 36.67

2 Deihi India 22.16

3 Sao Paulo. Brazil 20.26

4 Mumbai{Bombay) India 20.04

5 Mexico City Méxicc 19.46

6 New York United tates omerica 19.43

7 Shanghai China 16.58

8 Kolkata{Calcutta) India 15.55

] Dhaka Banglaesh 14.65

10 Karacht Pakista 13.12

11 Buenos Aires Argentia 13.07

12 Los Angles Unitedtates oumerica 12.76

13 Beijing China 12.39

14 Rio de janeiro Brazil 11.95

15 Manila Philipmes 11.63

Surce: Wid Urbarization ospects: The 2009 Revisio!

16.{Pakistani Diaspora

The: are approximately 7 million Pakistanis living tbroad-emittirg closeo USS8 billion annuall
thregh formal channels to Pakistan. Worker remiances e the secondirgest source of foreig
excinge after exports. It is believed that economic rigrant:onstitue a va:majority of the Pakistai
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diaspora.

Remittances, which are usually sent to immediate family members who have stayed behind, are among
the most direct benefits from migration; their benefits spread broadly into local economies. They also
sarve as foreign exchange earnings for the origin countries of migrants. in 2007, USS$ 5,998 million in
remittances were sent to Pakistan. Average remittances per person were USS 37, compared with the
average for South Asia of Uss 33,

Table 16.10: Remittances
“Total remittance inflows (US$ millions)

[ Remittances per capita{Us$)

India 35262 | Luxembourg EREE .
“gangladesh Tesez | sritanka o 131
Tpakistan " Nepal TV e T
Tsrilanka "_Té'érn-g_i'é_déﬁwﬁ_mmMW_TA'_"’A"_?Td—m
Nepal o - _P;l(TStHH o o 37 T
T T T India 30
S tran (1slamic Republic of) 16
Global aggregates R
South Asia o 53,201 [ south Asia 33
world ' | 370,765 | World 58 -

Source: Human Development Report 2008, UNDP

" Most of the world’s 195 million internationat migrants have moved from one developing country O
another or between developed countries. Pakistan has an emigration rate of 2.2%. The major continent
of destination for migrants from Pakistan is Asia, with 72.5% of emigrants living there.

Table 16.11: Emigrants

Origin of migrants Emigration rate (%) ! Major continent of destination for migrants i (%%)
Afghanistan 10.6 Asia 91.4
Nepal 3.9 | Asia h T i 55.0
Pakistan 5 T s T 72.5
Iran T 13 Northern America ] T —_W_Q,EE——
India 1 0.8 7 » Asia —m“”_—"7“—__”*‘“"—_W;Z__o_ﬁ‘
Global aggregates B T 7

South Asia T s | asia T o
world 3.0 T Europe o 33.4

Source; Human Development Report 2009, UNDP

The United States is host to nearly 40 miltion international migrants — more than any other country
though as a share of total population it Is Qatar which has the most migrants — more than 4 in every 5
people are migrants. In Pakistan, there are 3,554 thousand migrants which represent 2.1% of the total
population. '
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Table 112; Immigrants

Destinion of Immizrant stock . . imigrants as a share of
. Destiation cnigrant; .

migran (thousands) population (%) 2005

Unitadtates 33,266.5 Qat. 80.5

India £,886.9 ~ Bhut 5.7

Pakist: 3,554.0 Pakisn 2.1

fran 2,062.2 irai 2.9

Banglash :,031.9 Nep 30

Maldiv 3.2 ~_ Chir 00
Afghanan 0.4

Global igregates o

South 4a 13,847.0 South ia 0.9

World 195,245.4 Wor 3.0

16.9 Hicy Initiatives

Key Inatives:

scur, Humar Develanent Report 2009, UNDP

To cop with the evolving demographic challenges, the caft Nainal Pojulatiorolicy-2010 seeks to;

* Pursue Population Stabilization goal through earr comption of ertility ansition.

* Facilitate realization of demographic dividend vy linkii fertility transon process with skills
promotion and empioyment generation policies.

+ Attain a balance between resources and size of ppulati.

» increase awareness of the adverse consequencs of rag populition grevth at all level.
*Promote small family norms. |

+ To achieve these goals, the policy aims at the fobwing ly objecive.

* Provide access of family planning and Reproducve Hea Servies to t remotest and poorest
areas of the country by 2015.

+ Reduce unmet need for family planning frpm 250 20 picent by 2015.

+ Reduce fertility level frem 3.56(2009) to‘;,.l birtk per wnan bythe yvez2015.

* Ensure contraceptive ccmmodity security for all ublic ai privat: sectooutlets by 2015.
*Improve maternal health by:

¢ Encouraging birth spacing {of more than 36 10nths!
* Reducing incidence of first birth {in ages lesshan 1¢and
* Reducing proportion of mothers giving late trth (ag beyoni 34)

+ Attain replacement level fertility i.e. 2.1 births pr wom: by 200

* Achieve universal access to safe and quality roroduce heath/ famy planning services by
2030

+ Reduce unmet need for family planning from exting 2% 5 percent by030
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+ Achieve contraceptive prevalence rate from 30 to 60 per cent by 2030

i%.10 Lahour Force And Employment
introduction:

pakistan is the 10" largest country in the world according to the size of the fabour force. On the basis of
a participation rate of 32.8 percent, as per the latest Labour Force Survey 2008-09, the labour force is
estimated at 53.72 million. Of the total labour force, 50.79 million are employed while 2.93 million

persons are unemployed, resulting in an unemployment rate of 5.5 percent.

it we see the unemployment scenario in the past, SIZE OF LABOUR FORCE 1 ABOUR FORCE
then compared to historical trend of 3 percent, RANK COUNTRY (million)
unemployment levels remained around 5 percent 1 CHINA 812.7
post- 1993-1999, but in FYO2 a sharp increase of 8.27 2 INDIA 46.7
percent was seen. The rate fell during 2003-07. 8 BANGLADESH 72.5
However, reaching a low point of 5.2 percent in 10 PAKISTAN 55.8
3008-09 it rose again to 5.6 percent in FY0S. There 33 NEPAL 18

has been a decline in unemployment rate since 2003- 56 SRILANKA 8.1

04 accompanied by a substantial rise in the unpaid Source: CIA Fact book
family helpers particularly females.

Econamic growth contributes to real wage increase, poverty alleviation and reduction in unemployment
rate. I the labour market the forces of supply and demand jointly determine price {in this case the
wage rate} and quantity {in this case the number of people employed). It is interesting to note that the
triggers to fabour demand have been remittances by overseas Pakistanis as well as the structure of
economy as represenced by ownership pattern of land holdings and control over financial assets, both of
which have implications for empioyment.

With the demographic transition taking place in Pakistan, youth unempioyment takes centre stage.
vauth should be absorbed productively well before the period when old age dependency threatens this
potential. Consider that the labour force is growing every year but the opportunities for employment
are declining and that too at a fast rate. The good news though is that youth unemployment is below
thie global average in our country.

Trends in age-specific unemployment rates differ considerably for males and females in the sabour force.
Male unemplovment has increased in the jast two decades whereas female unemployment has
decreased. The gap between the projected female working age population and the projected labour
force is likely to increase sharply over time. The reduction in this gap is desired. Although
anemployment among females has historically been higher than among males, the gender gap has
narrowed censiderably over time.

15,11 Kew indicators

'n 2008-09, the estimated labour force grew by 3.7%. The growth in femaia labour force was greater -
than male labour force and conseguently the increase in female employment was greater. Employment

comarises 2li persons ten years af age and above who worked at least one hour during the reference

paricd and were either “paid employed” or ”self employed”. The labour force is growing and the growth

in FY0S is greater than that in FY 08,
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FI-3
Indicators
Labour Force {In millons) :Z |
2007-08 2008-09 _io -
Ttal 51.78 53.72 %‘0
hle 40.82 4191 :Z
Faale 1096 | 1181 0
Source: Labour Force Survey 200&09.

-3: Labdorce, Enployed Uﬁemployad

—-{_,. .aber forc:

{20G-09)

WEmpled OUnsmployed
s R FT

£ 3

20i04 200i-08 20(07 2007-08 2008-09

Sce: Vorios issues opbour force surveys, FBS

Unempyment rate is higher as compared to the last sitistics.he chage is d2 to female than male
and unn than rural unemployment rates.

Table 113: Civillan Labour Force, Employed and Unemploye for Paitan

{in miiiions)

03-04 05-06 037 028 . 08-09
Labourarce 45.50 50.05 53 578 | 53.72
Emplod B 42.00 456.95 435 499 50.79
Unempyed 3.50 3.10 | :8 29 2.93

Source: Various issus of Latir ForceSurvey Heral Bureau of Statistics

16,12 abour Force Participation Rates

Labouforce participation rate ‘s divided into two categries i.erude ard refind. Crude activity rate is
the crently active populatior expressed as percentae of ti total jopulatn in Pakistan. Refined
activitrate is the currently actve population expressecs a peentageof the spulation 10 years and
aboveThis rate enables international comparison by fetoring the efect of (e composition. Just as
crudectivity rate, the refined participation rate also hd no njor chaxge cordering the increase in
total rpulation

Table ..14: Employment Trend and Changes from 1996-97 ad 20083{millio1)

Year Pakistan tural Urban
Employed Change Employec iange Enloyed Change
19990 36.32 2.19 25.55 L.68 ).77 -0.01
20002 38.88 2.56 26.66 1.11 .22 1.45
20024 42.00 3.12 28.81 2,15 1.19 0.97
20096 46.95 4.95 32.49 3.68 1.46 1.27
20007 47.65 0.70 33.11 )62 1.54 0.08
20008 49.09 1.44 34.48 1.37 1.61 0.07
20009 50.79 1.70 35.54 1.06 3.25 0.64

Source: Various isses of Laur Force Survey :deral Bureau of Statistics

Augmmted activity rate is based on probing quedons fm the persor not included in the
convetional measure of labour force, to net in margin: econoic activties likeubsistence agriculture,
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own construction of one’s dwellings. participation rate suggests fractional improvement across area and
gender. However, improvement is mare according to area i.e in urban than in rural areas and by gender

i.e in females rather than in males.

indicators 2007-038 2008-09 indicators 2007-08 2008-09
~ Crude Activity (_E’,?*L’.EEE_E?E'!?P),.E?FS?_(.?@}_._,...,. S B?fE“E_@,,Ecﬁi_‘f_ii\f._(ﬁ?_’EEC_i.EE.'EEP.W.l.‘5§E?E._(f/i’)_,
“pakistan o ‘

SR T

Cremale

Female .
 Augmented

Augmented

Total Total
TTotal T 89 Toal SN
“ale ) 499 Male
“Femaie T2 | Female
gmenied e " Augmented [ —
Total . Ta00 o 3100 CTotal 5o, S - E—
ﬁﬁéﬁgﬁ"n o # 86 9.9 : " Fernale ; : 13.1
cource: Labour Force survey 2008-09 .

population growth and incidentally working age population growth occurred, due to “demographic
transition”, according o which there appears to be a youth bulge and pakistan has a considerable
number of the population which is not dependant. pakistan has the capacity butis there assimilation?

. _LFP Rate (percent)
| Refined

Year
7199798
00102 | 14880
200304 |
2005-05

Sooeor L asear 1 52 :
200708 | o 11464 . D T e M 452
2008-09 11663 | 0.90 T2 L 457

source: Various issues of Labour Force SUrvey Federal Bureou of Statistics

*population 10 years and obove is considered as working age population.

16.13 Employment by Status

Employment by status indicates the position one occupies in the workforce. Status in Employment refers
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to e type of explicit or implicit contract of erloymd of tte persy with other persons ir
orgiization. Status of an economically active indiviaal is wa respe:ct to hizmployment. There is les
chege in status due to the fact that in Pakistan therds a lar informal secte

Tah 16.16: Employment Status by Region , {Millios)
200708 2008-09*

Total Urban Rui Total Urban Rural
Emoyers 0.46 034 O 0.47 .34 0.13
Sebmployed 16.77 451 12, 17.06 £.59 12.47
Unjid family Helpers 14.20 1.72 12; 14.45 275 12.7C
Emoyees 1766 | 804 9! 17.96 8.18 9.78
Tot 49,09 1461 34} i 49.94 14.86 35.08

surce: Frderal begu of Statistics * Estimazd

Errloyment categories are defined and their changeduring e year s as folws:

Emloyee is a person who works for a public or privte emoyer ard receis remuneration in wags,
saly, commission, tips, pay in kind. Employees ar divide into: legular aid employees with fird
wa, Casual paid employee, Paid worker by work prforme Paid nen-fami apprentice. Over the yer
203-09 employees increased both in rural and urba setting

Errloyer is a person working during the referene peric on ovn-accent or with one or a fw
paners at a “self-employment job” with one ornore eployee; engagd on a continuous bals.
Errloyers almost remained the same during 2007-0 and 2(8-09.

Seemployment job is a job where the remuneriion is rectly cependet upon the profits, or 1e
pential profits, derived frem the goods and service produed. Selfemploypent increased in 2008-9.
Threiterates the.fact that ‘nformalization of our setors is king plce.

Uraid family worker is a parson who works withot pay irash or n kind n and enterprise operazxd
by member of his /her household or other relatecperson This caegory so increased showing tat
th partion of the workforce is just like the unemplced onivorse-ff.

Tt increase in self emploved persans as well as upaid faily wokers incates that activities at ne
hesehold fevel are increasing. Employment stats shos margnal chiges ie decrease in ne
coparative profiles of emgloyees and self-employe works while ncreasen the case of employer.

Inhe Table 16.17 can be observed that the self-mploy: males have ccreased while female aif
enloyment has increased.

Tae 16.17: Employment Status by Sex %)
2007-08 2008-09

Total Male Ferle Total Male Femat
Enloyers 0.9 1.2 A 1.2 1.5 0.
Seemployed 34.2 39.6 18 33.3 38.7 13.
Uraid family Helpers 28.9 12.7 €0 29.7 20.2 65.1
Enloyees 36.0 39.5 2 35.8 39.6 21,
Tal 100.0 100.0 100 i 100.0 100.0 ] 100.

Sourc Labour Force Survey 200:09
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16.14 Employment by Sectors

ad still is the largest sector of the
population distribution is on the 5.2 13.66
0% of the people will be
phasis is going to shift

Agriculture was d
economy but as
verge of change and 5
residing in urban areas em
towards other sectors.

6.18, the increase in ggricufture
is evident while for other Ee
close to each other.

Considering Table 1
and related activities

sactors the figures are
Construction shows some increase while services Gagrlculture
fAConstruction HdTranspott

show decline Hservices QOthers

13

gManufacturing

Table 16.18: Employed Labour Eorce by Sectors (% )

- 'i 2007-08 ’1
sector T e | female |
it |

“Manufactiring_ |
“Construction |82
Transport

“Total
L

16.15 Employment by Province

area and pravince. i can be
uld be berne in mind
he period since it is in
< the unemployed population

n between FY08 and FYO9 in terms of
sed in number and s did population. It sho
t rate which increased during t
joyment rate i

The fallowing table gives a compariso
seen that employed individuals increa
that this is in no way connected with unemploymen
percentage terms and employed total is in miflions. Unemp
pxpressed asa percentage of the currently active population.

19 and see that the emploved tatal is on the i
pronounced in rural than urban area and owe
n Khyber pukhtoonkhua and B
gh, Khyber pukhtookhua and t

se, be it according 1o ared
< more to maesin punjab
alochistan. Tie change in
he least in Balochistan.

One can glance at Table no 16.

or sex. But the change is mare
and Sindh while equivalently 10 both genders i

employed persons is greatestin punjab then Sin
M?a‘r;;e 1(_5F._1_‘.5#:_Employed- Pakistan and Provinces {million) a
.,,._.._.,.,.___,.4__#“_,_“.,“_#_ﬁ_ﬂPLOYED_A__A__*_W_,_r_ﬁ_#,

AREA/PROVINCE L . ‘_m o ~2008-09 o
Pakisten . ST s 1 5079 1075
RUMAL s o Baas 3554 9.03
Urban a6l ‘ 15.25 166
D — S TR Teg 1 2955 Y
Sinch T 6 | 1272 1 2.05
gber Padnaonda R R [ Troe | 597 | 47 J»__az__
_Balochistan Po213 4 . E . | 215 | 192 0.23

' Source: Labour Farce Survey 2008-09
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16.16 FRMAL AND INFORMAL SECTORS

During 1@ past years it is observed that there has ben a lze amaunt of yformalization in the
agriculte sector. There has seen a trend of self-ultivath and 1 decliz in share tenancy.
Informazation is not just restricted to agriculture, it is orthe rism non-igricult'e sectors as well. The
share o'ormal sector employment shrunk from 35 percnt to 2percen in casof males and from 33
percento 27 percent in case of females from 2000-208. Trie and servicein urban small scale
manufauring areas attracted the labour market and nhance informalizatic of the urban labour
market.

Table 120 supports the findings that informalization isising o that t is mo pronounced in rural
than unn areas. Same trend follows according to gendr, maleare shiting fra the formal sector so
are femies.

Table 1€0: Fortmal and Informal Sectors-Distribution of non-griculte worke's (%)

Sector 2007-08 008-09
Total Male Fmale Totd Male temale

Total 100.0 100.0 20.0 1000 100.0 100.0
Formal 272 27.2 7.4 26.°% 26.6 27.6
Informe 728 72.8 2.6 73.; 73.4 72.4
Rural 10C.0 100.0 20.0 100} 100.0 100.0
Formal 249 25.1 3.2 238 24.0 22.2
informe ) 751 74.9 6.8 76.. 76.0 77.8
Urban ; 10¢.0 100.0 20.0 1063 100.0 100.0
Formal 295 29.2 2.5 29.. 29.1 32.8
Inform: 705 70.8 7.5 70 70.9 67.2

Source: Labur Forceurvey 2108-09 Hleral Burequ of Statistics

16.17 nsmployment

] |
The lobal . economic  turmot has created rable 111: Agespecific nemployment Rate (%)

unempyment around the world and in Pakistan

2.5_93 iIIic?n of the vt.rork force is unemployed. "geGro 2007_08T0ta! 2008-09
Mismeh in job and skills as well as th_g temporary 5714 5.C 93
naturof most jobs is problematic. Certain _s__,egment_s 1619 . 2.7 95
of the bour market do not give secure employment. 0.4 6.8 73
25-29 4.1 43
Therchas been a positive increase of employed 30-34 2.3 26
labouiforce in both urban and rural settings; 35-39 15 1.7
howewr it should be borne in mind that the 40-44 1.6 15
populion increase has been tremendous too. 45-49 2.5 2.4
50-54 3.7 4.6
Unemoyment rate is the uremployed population 55-59 6.6 6.1
expreed as a percentage of the currently active 60 yrs above 12.5 12.7
populion. while Currently Active Population Soiree: Latur Force Survey, 2008-083,
compses all persons ten years of age and above deral Bureau of Statistics

who ‘Ifill the requirements for including among emloyed r unenployediuring or unemployed
duringhe reference period i.e one week preceding thelate ofiterviev, Unemloyment rate has been
decreiing over the years. The proportion of unemploed to e curretly acte population has bean

251
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that unemployed labour

decreasing with the exception of 2001-02 when it increased. Usually it is seen
force decreased during the last decade with the exceptiun of a few years. A slight shift in the norm

occurred in 2008-09 when unemployed labour force increased.

ynemployment rate goes down with age, it is observed that most participation in the labour force is in
age group 50-50. This table confirms the finding that unemployment rate goes down with age and
participation increases {unless the age is above 50).

In 2005-06, the unemployed labour force in youth {15-25 years) was 1.2 million, which was 0.4 million
jower than the stock in 2001-02. if the current level of unemployment prevails for the next 20 years, the
stock of youth unemployed in 2030 will be around & million.

In reading table 16.22 we have ta make room of the fact that most of the labour force s employed in
the rural areas thus the unempioyment figures are to be seen as-a fraction of the whole. Unemployed
labour force is almost the same in both areas but unemployment rate is higher in urban areas. The

difference is quite large.

e

Table 16.22: Unemployed Labour Force hy Area

Years [ Unemployed Labour rorce (In millions) Unemployment Rate (%)
. [ “qotel | Rual | Urhen i |

N

199900 3.0 19 1 11l |
200102 I U
2003-04 | 35

~2005-06 3

2006-07 26

“ooros | e 1 ul 0 :
b29 17 o1 5.5 | 4.7

2008-09 !
. Source: Vorious issues of Labour Force Survey Federal Buread of Statistics,

b e

16.18 Palicy Initiatives
a) Employment Promotion Policies

The policy focus of government is on creation of decent employment, and human resource
development. The importance of the fact can be gauged by the initiatives taken by the govarnment such
as National internship Program, president’s Rozgar program; credit ic being prov.ded for self
employment by National Bank of pakistan {NBP), enhancement of residential facilities by construction of
one million housing units, doubling of lady health workers to cover Kachi Abadis, raising of minimum
wage and pension of workers, restoration of Trade Unions. These steps are helpful in employment
generation and human resource development. The specific policies are as follows:

b) Accelerati\h€ Investment & Economic Growth

Economic grthh has direct implications for employment. Productivity fosters capital-intensive activities
thus cauging lay-off in the short run but in the long run due to product diversification and greater output
it causes job increase. Thus government's priority is 10 take the growth rate to an aptimum level for job
creation. There is 3 distinction between low-quality jobs contributing to the increase in the number of
working poor and quality jobs sO emphasis is also on this aspect of the iabour force.




opulatiin, Labo Force ana Employment

¢) Mininm Wage

The govrnment has recently announced a raise of 16% iithe mimum wages. T: degree to which this
increasgenerates an acceptable living standard for wag earne has tobe asssed and the extent to
which inas shared the growth ir GDP is also to be gauge; it is aisk to b2 accanlished in future wage
fegislatin. Furthermore, the minimum wage fixation rill be sbjected to aripartite deliberation
processt regular intervals to protect the living standard of the'orkersand wizr dispersal of growth
benefitimplementation iapses will be focused upon thrugh stnmlining the intection system.

d) invesng in Increasing Water Resotirces

Agriculte is the largest sector of Pakistan’s economy eiployit nearly45.1 pcent of the country’s
work foe in 2008-09. More than two- thirds of the couny’s pogation lizes in ral areas and depends
directlyr indirectly on agriculture for their livelihood. Th majotonstraint in Pastan’s agriculture has
been thlack of availability of su‘ficient irrigation water.

e) Cred Facility Through SME Bank

SME Bak was established to provide financial assistanc and lsiness upporto smal and medium
enterpras. Up to 31* December, 2009 SME Bank has finnced £39 SM:s, disb'sed logns amounting
to Rs. 910 million to 40,891 bereficiaries in the country.

f) Micrcredit Facilities Through Khushali Bank

The Khihali Bank was established to provide loans up ta's. 30,00/~ eacy to unaplovel . .uie to set
up theinwn business. Up to 31" December, 2009, the Khshhahank (KiL) dishbsed o0 mounting
to Rs. 2481 million to 2,038,004 beneficiaries.

g) Presiant’s Rozgar Scheme By National 8ank Of Pakistn (NBF

NaticnzBank of Pakistan has developed a full range of roduct.inder tie present’s n.zgar Scheme
with a bnd name of “NBP KAROBAR”. Under this schem, a foaup to site of R<100,000/- is given for
a maxinm period of five years with a grace period of thre mons for esablishi; the b siness.

h) Pakian Skilling Programme

Nationavocational and Techniczl Education Commission NAVTH has been est:lished with a view to
over-coing lack of standardization, skill gaps, non- avilabilitof proler curtula. Poor guality of
instructnal staft, inadequate acoreditation / certificatior poor irastrucure anto @ncourage privaie
sector * enhance technica! education and vocational rainingapacit' and t bring haimony and
developinkage between techncal education and vocecnal tining. jeing aegulatory body, this
Commison will be respensible for long term planning inchis pacular feld. It V! also be responsibie
for settg standards for formuating the syilabus, accrditatio certifiation «d trade testing, etc.
NAVTEGs giving Rs. 2000/- pe- month to each traine duringhe traning corse. Presently. 1522
techniciinstitutes with an enrollment of 314,188 are wrking the country aid providing technical
skill to t2 labour force. It is being planned to produce on mitliorkilled Libour p-year

i} Skill Lvelopment Councils

In ardeto develop skilled labour force on modern lines, abour i«d Manjower [rision has established
five SkiDevelopment Councils SDCs) one each at islambad, trachi, izhore, 2shuwwar and Quetta.
The SDt assess the training needs of their geographicaareas, ‘ioritize them a the basis of market
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derand and facilitate training of workers through training providers in the public and private sector.
These Council have met the diversified training needs of the industrial and commercial sectors and have
so far trained 46,674 workers.

j) Overseas gmployment

One factor that sllowed countries 10 reduce poverty and to improve income distribution despite a weak-
grow‘{h—emplo\;ment linkage is overseas empioyment, which has been an important feature of Pakistan’s
experience. N 2008, for example, the flow of workers abroad was over 400,000. This amounted to
around 28 per cent of the total addition in the size of the domaestic workforce hetween 2006-07 and
2007-0%. n 2009, the flow of workers abroad reached 600,000 est. which is a major factor in the
increase in remitances.

A separate Overseas pakistani Division has heen established to facilitate overseas workers. Community
Welfare Attaches (CwaAs) have been deputed in all the Embassies of Pakistan, located in major {abour
importing countries, to protect the rights of pakistani workers. Boosting of overseas employment may
be helpfulin reducing pressure on job market. :

Ministry of Labout, mManpower & Overseas Pakisianis is making efforts to hoost overseas employment.
In this regard, MoUs/ Agreements with Kuwiat, Malaysia , Korea, Qatar and UAE have been signed white
MoUs/ Agreaments with several other countries are under Process. gxport of manpower is undertaken
by Overseas Employment promoters {in private Sector} and Qverseas Employment Corporation {in Public
gecior). Maore than six biltion ys doilars would be earned during the next budget year. The increase in
pverseas migration i the resuit of revolutionary steps taken by the Government for the export of
anpower. Mol Has been signed with Malaysia for recruitrment of pakistani workers so as to open new
job oppmrmnities for a large Aumber of cami-skilted and unski\!edworkers

Aol in the fiald of manpower has also been signed between pakistan and Korea. According to Mol,
pakistan will send its workers o South Korea on regular basis. First patch of workers left for Korega ON
29 ppril, 2008 Mol in the field of manpower has also been signed between pakistan and the
Government of tinited prab Emirates (U.AE). Mol between pakistan and Libya in the field of manpower
export has also been signed recently.

1) information Tachnology

infurmation Technology has ENoTMous potential t© create jobs for the educated unemsioyed in the
country. the development of IT and Tetecom sector has created enormous employment opportunities,
directly of indirectly, for educated unemployed in 2 wide range of areas like cali centres, telecom
ergineering relecom sales, customer services, finance and accounting ete. This is one of the fastest
srowing Sectors of the economy. The allocation of Rs. 3.30 billion has been retained for this sector. This
would furiher accelerate the activities in the next couple of years, creating more pusiness and
armployment opportunities in the country. ’

1 Labour sparket information System and Analysis .

A

A project “Lakour aarket information System and Analysis” has been launched in the HRD Wing of the
{abour and Manpower Division. The ghjective of the project is to develop and cansolidate the collection
and usage of Labour Market Data in Pakistan. An analysis of data will be made using internationally
recognized Key indicators for Lahour Market (KMs). The system witl yield regular cratistics and

informaiion about emptoyment, under-employment and unemployment at national, local and regional

A
N
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Pipulatio. Labour Force and Emplovient

lrefs. The coverage of vuinerable greup such as winen w be ensired. Cinges in socio-economitand
eucational characteristics of the employed and nempled labour fore as well as, the changs in
cupational and sectoral composition of the empiyed waiso beanalyze, enabling the policy muers
1 suggest policy initiativas for employment genration. hree niports nder tha project have een
reased which have beenappreciated by zll concened atitional,as wells, international level

1 MNational internship Program

“e first phase of National Internship Program {N’} has ien corrpleted.)nder the first phase, 2826
:plicants were offered irternship at Federal, Prcincial « Distrct Goveyment levels. Second pase
¢ NIP was launched in February, 2008. A total f 71,9 appli@tions ere received. So far 2138
:plications have been \erified by HEC and NARA ai are b:ing pled in Ministries, Divisins,
Lpartments and Provincial Governments and at istrict /el. Finince Dision allocated an amout of
. 1650 mnillion for payment of stipend to internes durinihe finaicial ye: 2008-09.

5.19 Labour Policy 2010 Salient features

an effort to apply prirciples of social Justice 1 the vrld of vork, t2 government announcd a
lbour Policy on 1** May 2210, with the following rlevant atures

Raising of Minimum ‘Mages by 16% from Rs6000 «the prvious 2ar to Rs. 7000 per imntih.
Payment of wages should be made through chques/nk trarsfers inll establishments regisired
under any taw.

In order to monitor the implementation of abour ws peraining 2 wage payments, wodng
environment and timz, Tripartite MonitoringCommizes wil be seup at district, provinceznd
federai level,

Labour Market informration system will be estalishedraughcreatioof Human Resource Ceires
at different cities.

Contract employees within public sector will b regulaed.

Initiation of a comprehensive social insuranc scher on sef regisation/voluntary basis fr all:
workers and self-emp oyed in the economy fapld ageenefits

Establishment of a Eoard to review the cazxs of »rkers lismiss! under the Removal rom
services{ Special Power) Ordinance 2000.

Schools run by Workars Welfare Fund (WW1! are tintrodue Mat: Technical Scheme foiskiil
development.
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Contingent Liablites

Contizent liabiiities are possicle future liabilities tha will or hecone certa on the occurrence of
somguture event. Contingeat liabilities are not shwn ine balince shat, bu:. must be given
adeqite disclosure. Contingant liabilities can be bth exicit ani implit as discussed in the
framwork below.

Explicit Contingent Liabilities:

Guarares for borromg anc obligations oﬂ

provind govenmentsand public or private‘

entitie: :

e Umbre guararees forarious ‘oans (SME foans
agricul e loans

» Guarares for tade & ehange rate risks

e Guarares for pivate irestments

s State nirance shemes

Thesare specific government obligations defined by a
contrt or a law. The government is tegally mandated
to sete such an abligation whenit becames due.

Implicit Contingent Liahilities:

Defaul of prodincial gsernments and public o

Thescepresent a moral ebiigation or expected burden privatentities on non-aranteed debt and othe .

for tt government no in the legal sense, but based on O.blégfi’f;s' . . L !
publiexpectations and political pressures. o Liabifitlean-upin entits being privatized
¢ Bank fures

Disastand refi:f financg
Failuren other zon-guanteed funds

-

The overnment issues guaraitees for public sector berowerwith rebtively eai credit worthiness. |
som cases, such as in the case of Trading Corporabn of kistan TCP), t2 government has 100C¢
owrrship, hence any creditor to the entity has fuil reourse tthe govarnmer

Theovernment may also issue guarantees as part of “Taple: Contirgent Lialities

a cc reduction strategy, by taking on risks it is best lssince As % of
ableo mitigate or absorb, However, there are also Fiscaear {Rs. flions) GDP

cos: associated with the provision of government Fy07 1.7 16
guantees. Hence, such off-balance sheet FYOS8 h 1.8 14
traractions can not be overlooked in order to gaina _FY09 2.3 22
holiic view of a country’s fscal position and unvei! FY10 1.9 12

theidden risks associated with the obligations made
by 1e government outside the budget. Similarly,

* 1L 2009-Aoril 201C

source: idget Wing & EF Wing, Pui’cji

repted debt levels of a sovereign may be underated cing to the nodnclusion of guaranteg,
exgcit or implicit, which may materialize in future. | the ca of Pa:istan, tese include, for instanc,
exit and impiicit guarantees issued to Public Sectr Enterises (SEs) anunfunded losses of sta2
ow:d entities such as Pakisian Steel Milt, PIA, WAPD, PEPC Raitwzys, etc.

Théiscal Responsibility and Debt Limitation (FRDL) £t 200rtipulates that ie issuance of guarantes,
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including those for Rupee lending, bonds, rates of return, output purchase agreements and all other
Glaims and commitments that may pe prescribed from time to time as well as renewal of existing
guarantees, should not exceed 2.0 percent of the estimated gross domestic product in any financial
year. Since 2005-06, there has been a steady increase in the issuance of contingent liabilities but the
threshold of 2.0 percent has only been breached in 2008-09 by 0.2 percentage points. As of March 2010,
guarantees amounting to Rs. 177.83 billion have been granted to PSEs, which accounted for 1.2 percent

of the projected GDP for 2008-10.

A further breakdown of institution-wise government guarantees in domestic and foreign currencies

indicates that WAPDA/PEPCO has been the biggest beneficiary of this provision. .
Table 2: Institution-wise Issuance of Government Guarantees in Domestic Currency {Rs. billion)
S.No. | Organization .. \ Fo7 | Fvos | P09 | PUOT

R S L T — 81 ] 4.0 25.0 L 68

S T 3 |

T RS et S—— eesmnmraic}
_,.MM.._T_____N_W__.W__ } : .
e .. -

e T
13 | National Inductrial Parks

Dev &MgmtCO |
Rt e m—— S L
15 | PAFShahbazArHO . ’ 10 80
16 NIT '
17 . TIP -
. Total 7 :
,.,,‘.,."5,?,9.9"93'?5,95.@ O
i Memo: o —
TGoP (mp) j
* July2009-April 2010 Source; Budget Wing, MoF

WAPDA was issued guarantees amounting to Rs. 218.5 billion and a rollover of ys$ 125 million in the
previous fiscal year. in the ongoing fiscal year 2009-10, Rs. 112.3 billion has heer awarded tili April 2010
in respect of public guarantees to PEPCO/WAPDA in addition to USS$ 248 million of foreign currency

guarantees.

The outstanding contingent lighilities as of April 30, 2010 stood at Rs. 642.1 billion. This includes the

stock of explicit debt guarantees in both domestic and foreign currencies that appear in the accounting -
books of PSEs. The Rupee guarantees accounted for 52 percent of the total stock. Such a high magnitude

of public guarantees may lead to distortions in the domestic yield curve, and have fiscal conseguences.




Contingent Liabilitie:

Table 3: Guarantees Jut: lldingns of Ap 30, 2010

Qutstarding Guarantees extendeto PSEcotal) @ 642.1

- Domestic Currency {Rs.illion) 330.7

- Foreign Currency (Rs. Bion) © 3113
Memoltem: 3

{Foreign Currency USS Million) | 3,690,

Souce; DPC

In acition to these explicit contingent labilities, thi recorcof whith are eing maintained at the
Minicy of Finance, there iz a need to quantify urious iplicit juarantzs embedded in mam
goveiment contracts that represent a potentially snificarcharge on fute budgets. Ideally, the
gaveiment should restrain from issuing new guarantes in bt and irstead, avise the PSEs to explore
altenitive sources of funding i.e., issuing Real Estatenvestnnt Trug (REIThnits, securitization, etc
in anttempt to improve their solvency positions.

Table: Institution-wise Issuance of Government Guarantes in Forzn Currency {US$ millions
S.b. Organization F7 FYOD8 FY09 FY10*
‘ PlA 32.0 31. 25.0

MINFAL 133.
WAPDA/PEPCO 125, 125.0 247 4
Ministry of Railways 203,
KSEW 7.0
Total 39.0 339. 150.0 451,
As percent of GDP 0.5 0. 0.1 0.
Memo:
GDP {in billions of L5%) 33.0 164, 162.3 173

* Juh009-April 2010 Source: EF Wing, MoF

Othethan the publically guaranteed debt of P5Es, Fance kision tas issul, each year, continuin,
guantees against the commodity financing operatins unataken by TCPPASSCO, and provincic
govaeiments. Commodity financing is secured agairt hypoecatioy of cameodities and letter o
comtt from the Finance Division. The quantum of tese gtanteesdepen: on the supply-deman:
gap * various commodities, their price stabilizationabjectis, volune proired, and domestic an
intentional prices. As per previous practice, these guranteare notinclude in the limit of 2 percen
imped by the FRDL Act 200E.

As oApril 2010, the outstanding stock of Rs, 300.6.illion ainst tle end-.ne 2009 position of R
336.billion indicates a retirement of Rs. 35.6 billion n behzof conmmoditynancing operations. Th
limitanctioned by the Finance Division in respect of garants for conmeoediloperations for end-Jun
201Gpproximates to Rs. 492 billion. The governmet inters to inToduceverld class warehousin
faciles in the near future that will allow the entitiesinvolve in the commgcity operations to secur
finating against the warehouse receipt without eplicit grantee or letr of comfort from th
goveiment.







Tx Expenditure

The Feeral Board of Revenue (

- -Annex

FBR) estimates tax expedituresr 200510 at sproximately Rs. 147.14

billionDetails of estimates o° tax-wise tax expenditre durg the iscal yer 20G7-10 have been
highligted below:

Incomr Tax

Sectio 53 of the Income Tax Ordinance, 2001 empowrs the deral Covernnnt to exempt from tax

any imme or classes of income, or persons. The costaf exentio

2009-) has been reflected in Table 1:

ns i respe of direct taxes during

Table Income Tax Expenditure for 2003-10

(Rs. in billion)

S.No. Tax Expenditure ltems

Estinted Revenue Loss

Keyxemptions of Sales Tax are
is eemated 1o be Rs.27.409 billion for the

20080 | 2009-10
1. Pensions &Gratuity 0.054( : 0.075
2 " Income from fu.ndsu,“éo_ard-of Education, Universities:nd o 0828” o 0950
Computer Training Institutions o
3. Donations and Contributions to Charitable Organizabns 0.517% ! 0.630
4.  Independent Power Producers 0.77% ‘ 0.852
5 ncome from Certam.Tru.st, Welfare and Charitable istitutio? 1.05¢ i 1350
) non-profitable organization. i T
Profits on Debt/interest f-om government securities nd caerth T
6. foreign currency accounts/books profit on debt earrd by 0.02! : 0.050
_ certain non-residents indviduals and institutions I
7. Export of Information Technology 0.60: 0.812
- e
8. Capital gains 18.7¢ 21.910
9. Other Sector and enterprise specific exemptions 17.8¢ i 19.305
Total: 40.5¢ } 46.534
Sour: Federcl Board of Revenu
SaleTax

Tractors, Fertilizer Phrmaceics etc. The 0o of Sales Tax exemptior
fiscal yea 2009-. Follovings ai the main exemptions -
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gales Tax and thelr cost of exemption during in fiscal year 2009-10 [Table 2].

Table 2: Tax Expenditure of sales Tax for 2009-10 {Rs. In Billion}

sno. | sector |._‘w._._m,._ﬁ#_#_.“:it.fm_a.t!i‘iﬁf_‘ﬂrﬂ’ﬁ..EEEEW,, I
, . A_ﬂw__#__ﬂ_ﬁ_.ﬁf—f’{“_ﬁ_@iﬂ%_ﬂ_f_i_m.-..,_..E‘,’_Q%:}L__H_.___m

1, | Fertieer e [ - S— [ P 27 A
””””” Tractors 5.7 6246

Custom

Customs exemptions are mainly given on raw matetials and components; plant, machinery and
equipment imported by high-tech, priority and value added industries; import for energy sector
projects; and exemptions to exploration and production companies. Some of these exemptions aré due
to international contractual obligations. Following is the preak-up of main exemptions in customs duties
for fiscal year 20009-10 [Table 3]

Table 3: Tax Expenditure of Customs for 2009-10 {Rs. in billion}
S.NolSRO No. & Date Description z(f;;fggte Revenuezlazsgs-w
sy pr—e | 200899 LS
1 410(1}/2001, dated 18.6.2001 Conditional exemption of
superseded by 1065(1)/2005, | customs duty and sales tax on 5335 5535
dated 20.10.2004 then temporarily imported goods for ’ )
o '_s_gp_e_r_seded by 492(1)/2008. | subsequent exportation. N o
2 456(1)/2004, dated 12.6.2004 Conditional exemption of - )
superseded by 565(1)/2005 | custorns duty an import of raw
dated 6.6.2005 then | materials and components etc. 2.839 3.822
superseded by £65{1)/2006, for manufacture of certain goods |
D _gg_'ged 5.6.2006 (Survey based) .
3 £67(1)/2005, dated 6.6.2004 General and conditional
superseded by 567(1)/2006 exemption of customs duty (hon 18.121 i 21,299
| dated5.6.2006 | survey) SEN— I A
4 673(1)/2004, dated 12.6.2004 Exemption of customs duty and \
| sales tax to exploration and !
| production{E&P} companies on 4.401 \ 5.117
import of machinery equipment |
[ | Genicesete. | |
5 570[1)/2005, dated 6.6.2005 J Concession of customs duty on o c;os . - *Tﬁ_ro';;—#—'
[ goods imported from Srilanka. | N I
6 575(1)lf2005, dated 6‘?.2005 1 Exemption from custams duty ' E| T -
superseded by 575(1)/2006 and sales tax on import of
dated 5.6.2006 ! specified machinery, equipment, 11189 1‘1 11.5%5
[ _apparatusanditems. I
“7___| Others SROs | 8726
! 73.197

Source: Federol Board of Revenue




Tax Expendlture

Accorng to the Federal Board of Revenue (FBR}, the cnsolidad sumnary ofax expenditures for the
fiscal xar 2009-10 is as shown in Table 4.

Table - Tax Expenditure of Federal Tax for 2009-10 {Rs.in Billion)
S.No. | Type of Tax 08-09 2009-10
1. Income Tax ).864 46.534
2. Sales Tax 175 27.409
3. Customs Duties 1.282 73.197
Total 9.646 147.140

Sourc.Federn! Boord of Revenue
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ECONOMIC AND

1960's 1970's 1980's 1990's 2000's  1999-00 2000-01

INDICATOR Average (Annual)
GROWTH RATE (%) (Constant fc) _
2 GDP 6.8 43 6.5 4.6 4.8 3.9 20
. Agriculture 5.1 24 5.4 4.4 3.2 6.1 2.2
. Manufacturing 9.9 55 8.2 4.8 7.0 1.5 93
. Cormmodity Froducing Sector 6.8 3.9 65 46 4.2 3.0 0.8
- Services Sector 6.7 6.3 6.7 4.6 53 4.8 3.1
GROWTH RATES (%)(Current NIP)
<> Total investment - 218 4.2 8.1 15.4 10.2 8.6
. Fixed Investment 14.8 20.5 37 78 15.4 10.5 8.5
. Public Investment 14.0 25.3 26 13 12.5 5.5 111
. Private Investment 20.9 i7.0 5.1 88 17.3 14.3 7.2
As % of Total Investment
- National Savings - 67.5 79.2 75.4 914 90.8 95.9
- Foreign Savings - 325 20.8 24.6 9.2 9.2 4.1
As % of GDP (Current MP)
Total Investment - 171 18.7 18.3 19.0 17.4 17.2
. Fixed Investment - 159 17.0 16.6 174 16.0 15.8
. Public Investment - 10.3 9.2 7.5 4.8 5.6 5.7
. Private Investment - 5.6 78 9.1 12.6 10.4 10.2
National Savings - 1.2 i4.8 13.8 17.0 15.8 16.5
Foreign Savings - 5.8 3.9 45 2.1 1.6 0.7
Domestic Savings “ 7.4 1.7 14.0 15.6 174 17.8
GDP DEFLATOR (Growth %) - - 2.3 8.3 8.7 2.8 8.0 *
CONSUMER PRICE INDEX (crl)
(Growth %) 32 12.5 7.2 9.7 7.7 3.6 4.4
FISCAL POLICY *
As % of GDP {MP) :
< Total Revenue 13.1 16.8 17.3 171 14.2 13.5 13.3
- Tax Revenue - - 13.8 13.4 10.6 10.7 106
. Non-Tax Revenue - - 35 3.7 3.7 28 2.7
3 Total Expenditure 11.6 215 24.9 241 18.7 18.8 17.4
. Current Expenditure - - 17.6 19.4 15.4 16.5 15.5
Defence - - 65 56 3.2 4.0 3.2
interest Payment - - 3.8 6.8 4.9 6.9 6.0
Others ‘ . - 7.3 7.0 6.8 56 6.3
. Development Expenditure # - - 7.3 A7 35 2.5 24
> Overall Deficit 2.1 53 7.1 6.9 4.5 5.4 4.3 i
MONEY & CREDIT (Growth %}
- Monetary Assets (M2) 16.3 21.0 13.2 16.8 15.0 9.4 a0 -
. Domestic Assets 15.0 20.5 154 12.2 14,0 9.0 3.7
STOCK EXCHANGE (Growth %)
. KSE - 100 Index - - 0.1 41 234 44.2 -10.2
. Aggregate Market Capitalization - - 25 13.4 31.2 36.9 -13.4
. Not avallable P : Provisionat R : Revised F:Final
# : From 1998-89 onward also Includes net lending to PSES. + : Budget Estimates for 2008-10
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SOCIAL INDICLT(RS

2001-02 2002-03 2003-04 20005 26-06 006-07 2007-08 2008-09 20010
F R p
3.1 4.7 7.5 1.0 5.8 6.8 3.7 1.2 4.1
0.1 4.1 24 3.5 6.3 4.1 1.0 4.0 2.0
4.5 6.9 14.0 5.5 8.7 8.3 4.8 3.7 5.2
1.4 4.3 9.2 35 5.1 6.6 1.3 0.8 3.6
4.8 5.2 5.9 3.5 6.5 7.0 6.0 1.6 4.6
3.2 10.7 14.4 2.6 36.1 15.7 15.6 6.9 0.7
3.2 8.2 14.7 13 38.0 15.9 15.4 5.5 0.6
-22.2 4.0 19.3 3.7 30.3 30.9 18.6 3.9 7.2
17.3 9.8 13.1 8.3 40.5 11.5 163 53 3.5
110.7 123.1 107.8 1.6 824 71.3 61.5 70.0 31
-11.3 -22.5 -7.8 3.4 204 22.7 38.5 30.0 6.t
16.8 169 16.6 8.1 22.1 22.5 22.1 19.0 6.t
155 15.3 15.0 7.5 20.5 20.9 20.5 17.4 5.0
4.2 4.0 4.0 4.3 4.8 5.6 5.4 4.6 4.2
11.3 11.3 10.9 3.1 15.7 15.4 15.0 i2.7 7
18.6 20.8 17.9 75 18.2 17.4 13.6 133 3.3
1.9 -3.8 -1.3 1.6 45 5.1 8.5 5.7 2.8
18.1 17.6 15.7 5.4 16.3 15.6 11.6 10.6 9.9
25 44 7.7 7.0 10.5 7.7 16.2 20.3 041
3.5 3.1 4.6 9.3 79 7.8 12.0 20.8 1.5
i4.2 14.9 143 3.8 142 14.9 14.6 14.5 4.7
10.9 11.5 i1.0 0.1 10.6 10.2 10.6 9.5 i0.9
3.3 3.4 3.3 3.7 3.6 4.7 44 5.1 4.0
18.3 i8.5 16.7 7.2 185 19.1 22.2 19.9 19.6
15.9 16.3 13.5 33 136 14.9 18.1 16.0 15.4
3.4 33 3.3 3.3 3.2 2.8 2.7 26 2.3
6.2 4.8 4.0 3.4 3.4 4.4 5.1 5.2 4.5
6.3 8.2 6.2 6.6 7.0 1.7 106 3.8 5.0
2.8 22 3.1 3.9 4.8 49 4.4 3.8 41
43 3.7 2.4 3.3 4.3 4.3 7.6 5.2 4.9
i5.4 18.0 19.6 19.3 15.2 19.3 15.3 9.6 5.5
2.2 0.5 23.7 12.4 15.8 14.2 338 14.9 5.1
29.5 92.2 55.2 (5.1 18.6 28.2 2.6 -41.0 38.6
202 831 81.9 18.3 374 439 17.0 -43.0 32.8
’ {ontd.y




——ﬁ

ECONOMIC AND

1960's 1970's 1980's 1990's 2000's 199900

INDICATOR Average (Annual)
BALANCE COF PAYM ENTS (Growth %)
- Exports (fob) - 13.5 8.5 5.6 9.9 8.8
- Imports (fob} - 16.6 45 32 13.7 0.1
- Trade Deficit - 20.5 0.9 0.6 60.0 -32.3
. Private Transfers (net) - - 23 5.9 i7.8 347
. Workers Remittances - - 1.9 -5.3 26.8 7.2
. Current Account Deficit - - 212 12.2 -3.4 -52.9
As % of GDP (MP)
- Exports(fob) - - 9.8 13.0 12.4 11.2
- imports(fob) . - 18.7 17.4 16.4 13.4
- Trade Deficit - - 8.9 4.4 40 18
. Current Account Deficit - - 3.9 45 3.9 1.6
COMMODITY SECTORS
=2 Agriculture
Total Cropped Area  Min. Heclares - - 203 22.4 229 227
Wheat Production Mia. Tonnes - . 12.5 17.0 20.8 214
Rice " * - - 3.3 3.9 5.2 52
Sugarcane " " - . 331 44.6 50.5 46.3
Cotton " Min. Bales - - 6.3 9.7 11.6 11.2
Eertilizer Offtake Min.N/Tonnes - - 1.4 2.3 33 2.8
Credit Dishursed Bln. Rs - . 11.2 23.8 113.8 39.7
= planufacturing
Cotton Yarn Min. Kg. 5.6 34 10.0 1884.4 2231.2 1672.0
Cotton Cloth Min.Sq.Mtr. 31 -5.2 -1.1 437.8 763.6 435.0
Fertilizet Min. Tonnes 2758 13.2 10.7 49 5.4 4.4
Sugar " 34.3 2.2 14.4 3.6 3.4 2.4
Cement " 10.7 25 8.6 11.2 16.4 93
Soda Ash 000 Tonnes 12.0 2.6 6.7 269.0 292.6 248.9
Caustic Soda 000 Tonnes 24.4 5.0 6.6 147.2 194.8 1413
Cigareties Bln.Mos. 10.7 4.9 -0.4 55.4 60.0 47.0
Jutz Goods 000 Tonnes - 3.4 9.5 1014 105.0 8b.5
INFRASTRUCTURE
«» Energy ‘
Crude Qil Extraction M. Barrels - 2.8 10.9 26.1 22.7 20.4
Gas (supp!y) Mcf - 165.4 385.2 908.0 1160.0 8183
Electricity (Installed 000 MW - 13 34 12.9 18.7 174
Capacity) )
2 Transport & Communications
Roads 000 Km 70.5 74.14 12%.8 279.3 255.3 248.3 -
Motor Vehicles on Roal Min.Nes. - 0.4 1.4 46 6.4 4.0
Post Offices 000 Nos. 71 9.0 11.8 15.8 12.3 12.8
Telephones MinMos. 04 0.2 0.6 3.3 4.2 31
Mobile Phones Min.Nos. - - - - 33.6 -
. ; Not available p : Provisional R: Revised £ : Final
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SOCIAL INDICATORS

2000.01  2001-02  2002-03 2003-04 20¢-05 25-06 2006-07 2007-08 2008-09  200-10

F R P

9.1 23 9.1 13.8 62  13.8 4.5 18.2 5.4 2.1

6.2 7.5 20.1 20.1 78 314 8.0 31.2 -10.3 -6.3

-10.1 -76.8 51.0 1724 0.3  89.8 15.0 54.2 -15.7 18.%

27.3 9.0 35.0 6.6 80 175 1.9 94 0.3 15.2

10.4 119.8 77.4 -8.6 7.7 104 19.4 17.4 21.1 15.0

-55.1 360.8 136.5 -58.5 43.4 1222 -30.3 1047 -33.3 65.4

12.4 12.6 13.1 12.7 32 130 11.9 125 11.8 9.2

14.2 13.0 13.6 139 71 194 18.5 215 19.6 14.3

: 1.8 0.4 0.5 1.2 4.0 6.5 6.6 9.1 7.8 5.2

0.7 +1.9 +3.8 +1.3 1.6 4.4 5.1 8.5 57 1,7
\
|

1 22.0 22.1 21.8 22.9 28 234 23.6 23.9 23.8 23.3

19.0 18.2 19.2 19.5 M6 212 23.3 20.9 24.0 23.3

4.8 39 45 4.8 5.0 5.5 5.4 5.5 6.9 63

_ 43.6 48.0 52.1 53.4 17.2 447 54.7 63.9 50.9 49.4

10.7 10.6 10.2 10.0 i43 130 12.9 1.7 1.8 12.7

i 2.7 2.9 3.0 3.2 3.7 3.8 3.7 3.6 3.7 3.4

| 44.8 52.4 53.9 73.6 187 1374 168.8 2216 233.0 66.3

- 17210  1808.0 19250  1939.0  230.0 556.3  2727.6 28094 28624  159.2

490.0 563.0 582.0 683.0 250 903.8 10129 10164 10187 €2.0

j 3.8 3.8 5.3 5.6 5.9 6.1 6.5 6.2 6.4 4.9

; 2.9 3.2 3.7 4.0 3.0 2.9 35 47 3.2 3.1

; 9.7 89 10.8 12.8 164 185 22.8 26.7 28.4 22.7

218.0 215.2 280.3 286.3 97.3  318.7 330.6 +365.0 365.3 ,00.7

145.0 150.3 164.4 187.5 06.7 219.3 2422 2483 244.3 37.0

| 58.6 55.1 49.4 55.3 5.0  64.1 66.0 674 75.6 49.5

‘ 29.4 81.7 95.5 103.9 04.8 104.5 1181 1200 137.4 77.9

21,0 23.2 23.5 22.6 241 239 24.€ 256 18.2 17.9

- 857.4 923.8 9926 12027 1449 400.0 14136 14542 10923 1094

17.5 17.7 17.8 19.2 19.4  19.4 19.4 194 19.8 9.7

250.0 251.7 252.2 256.0 58.2 259.0 2505 2583 260.2 159.6

4.5 5.1 5.3 5.7 6.0 741 8.1 88 9.4 9.8

12.2 12.3 12.3 12.1 123 124 12 12.3 12.3 12.6

3.3 37 4.0 45 5.1 5.1 at 45 35 3.4

0.7 1.7 2.4 5.0 128 345 63.5 88.0 94.3 57.6

{.-ontd.)
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ECONOMIC AND

1960's 1970's 1980's 1990's 2000's  1999-00

INDICATOR Average (Annual)
HUMAN RESOURCES
=» Porulation
population Mitlion - - 96.3 124.6 150.9 137.5
Lahour Force Million - - 116 35.1 45.5 404 E
Employed Labour
Fotce Million - - 11.2 331 42.4 37.2
Un-employed Labour
Force Million - - 0.4 2.0 36 3.2
Un-employment Rate % per annum - - 1.4 5.7 6.8 6.0E
Crude Birth Rate Per 1000 Persons - - - - 27.4 327
Crude Death Rate Per 1000 Persans - - - - 7.9 9.1
Infant Mortality Rate Par 1000 Persons - - - - 79.6 85.0
SOCIAL DEVELOPMENT
= Education
Primary Schools 000 Nos. - - 88.8 143.5 155.2 162.1
Male ’ - - 64.6 96.4 96.6 107.0
Female " - - 242 a7.1 58.6 55.0
Middle Schools ! - - 6.8 15.3 31.9 18.4
Male " - - 4.6 8.8 16.7 10.8
Female " - - 2.2 6.5 15.2 76
High Schools " - - 54 10.6 18.6 12.6
Male " - - 39 7.4 11.9 9.2
Female " - - 15 32 6.7 34
secondary/Vocational
Institutions Nos. - - 508.6 572.2 1623.8 612.0
Male - - 282.2 328.7 g74.8 379.0
Female . - 235.2 2435 749.0 233.0
Expenditure as % of GNP - - 0.8 2.3 24 2.1
Literacy Rate Percent - - 29.5 40.7 52.7 471
Male - - 39.0 51.6 65.7 59.0
Female - - 18.7 28.6 4.4 35.4
= Health #
Reyistered Doctors (000 Nos.) 2.0 6.3 28.1 68.9 110.5 88.1
Registered Nurses " - 2.9 9.9 24.1 49.0 36.0
Registered Dentists : 0.2 0.7 1.4 2.8 13.1 39
Hospitals Numbers 380.0 521.0 651.0 823.0 912.6 879.0
Dispensaries (000 Nos.) 1.7 2.8 35 4.3 4.6 46 .
Rural Health Centres ! - 0.1 03 05 0.6 0.5
TB Centres Numbers - 90.0 122.0 245.0 283.2 264.0 .
Beds in Hospitals
and Dispensaries 000 Nos. 25.5 38.4 55.6 83.8 gg1 . 922
Expenditure on Health
as % of GNP - 0.6 0.8 0.7 0.6 07
-1 Not available E : estimated #: Calendar Year
P : Provisional R : Revised F : Final
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| SOCIAL INDICATORS

2000-01  2001-02  2002-03  2003-04 2004-05 2005« 200607 2(/-08 2008-09 20040

F R P

155 15.2 i1.0 163.8 166:
46 5.5 7 0.8 52.2 55,
43 4.3 8.1 49.5 52
3 1 2.7 27 3

7 .2 5.2 5.2 5.
26 2t '6.1 243+ 28,
8 A 71 73" 7.
77 77 6.7 68.2 * 73,

157 15:.4 i7.4 156.7 P 156. E
97. 95 125 a33p 91. e
59 6.9 i4.9 63.4 P 64. e
39 41 0.8 409 p 1. E
20 2.6 ‘0.2 205 p 20. E
19, 1.5 '0.6 20.4 p 20. E
22 2.6 '4.0 243 p 24. €
14 1.6 5.0 15.1p 15. E

8 L0 9.0 g.2p 9.E

3059. 3090 35.0 3158.0 P 3193,
1584, 15940 18.0 1636.0 P 1653,
1475. 1490 17.0 1523.0 P 1540. €
.4 2.4 24 2,
54 5.0 6.0 57.4

65, 6.0 9.0 69.3

42, 4.0 4.0 44.7

m m

118 121 ‘8.0 133.9 138.
51. 5.7 2.6 65.4 69.
6. w4 8.2 9.0 9.
919. 92.0 ‘6.0 948.0 968.
4, o7 4.7 4.8 4.

0. L6 0.6 0.6 0.
289, 2840 0.0 2930 293,
101, 10:1 ‘3.2 103.0 103.

0. (6 0.6 0.5 0.







TABLE 1.1

GROSS NATIONAL PRODUCT AT CONSTAT FACTOR COST OF 1999-200

{Rs nilion)
% Cange
Sector 2003-04 2004-05 2005-05 2006-7 20008 2009 2910 2008-09/ 209-10/
F R P 2007-08 208-02
I COMMODITY PROD, )
SECTQR (A+B) 2041661 2.234,671 2,345,925 2,504,55 2,535.68 2.50448 25,845 0.8 38
A. Agricubture (110 5) 964,853 1,027,403 1,062,098 1,137,067 1,148.51 1,1931 1,8,873 4.0 2.0
1 Major Crops 327,057 385,058 370,005 398,€7 37388 4486 9,729 743 0.2
2 Minor Crops 124,121 125,993 126,457 125,23 138.87 1501 5,008 -1.6 -1.2
3 Livestock 473,771 484,876 561,502 577,40 601.08 6531 8,106 3.5 4.1
4 Fishery 13,611 13,691 16,540 19,60 20134 318 1,626 2.3 1.4
5 Foresiry 26,283 17,785 17,595 16,07 14i34 194 4,404 -3.0 -
B. Industry (6 to 9} 1,076,608 1,207,268 1,256,827 1,367,52 1,387.17 1,3017 1,7,972 -1.9 18
§ Mining & Quarrying 111,473 122,621 128,283 132,54 138147 1707 5,411 -0.2 -1.7
7 Manufacturing 727,439 840,243 912,853 988,01 1,036 01 9966 1,9,568 =37 5.2
i Large Scale 492,632 580,758 639,569 695,39 72526 8405 13,355 -8.2 4.4
ii Smail Scale 176,841 190,121 206,656 22355 24039 2173 7,562 75 7.5
ii Slaughtering 57,966 59,363 66,712 69,47 7336 388 ‘8,652 4.2 4.3
8 Construction 82,818 98,190 108,185 134,36 127786 1884 10,263 -t1.2 15.3
g Eleclricity and
Gas Distribution 155,07¢ 146,214 107,391 1tz 41 51343 1368 2,788% 30.8 0.4
1. SERVICES SECTOR (10 1o 15} 2,173,047 2358558 2511581 265740 284044 24089 3:3,923 16 45
10 Transport, Starage
& Communication 461,27¢ 477,171 495,073 519,86 53297 £115 8,966 27 43
11 Wholesale & Re-
tail Trade 766,69: 858,685 838,426 887.94 93231 015 38,150 -t.4 g1
12 Finance & Insurance 141,761 185,501 255,056 304.14 33.386 813 33,521 1.0 2.8
t3 Ownership of
Dwellings 126,76 131,214 7 138,820 144.87 14,521 628 35,916 35 5
14 Public Adma. &
Detence 267,32 268,826 295,958 31615 32.565 108 57,134 3.6 7.5
15 Social and Community
Services 410,12 437,152 480,217 51844 56,044 4,409 60,236 8.9 6.5
16 GDP (Jc) (t+ 1) 4,215,650 4,593,230 4,860,476 5,19109 5,38,012 5,037 574,768 1.2 4.1
17 Indirect Taxes 372,02 358,455 395,440 361341 37,651 1,584 74,531 -3.2 3.9
18 Subsidies 53,48 69,889 72,545 1502 15,288 ,085 26,434 -784 -357
19 GDP (mp! (16+17-18) 453414 4,881,796 5,183,371 5ATAME 556375 5,836 618,865 16 44
20 Net Factor Income
from abroad 96,72 88,766 84,243 8434 £,586 1,838 83,711 31.8 7
21 GNP (fo) (16+20) 4,306,32 4,681,886 4,944,619 5,27443 546,598 5),875 864,479 17 5.5
22 GNP (mp) (13 4 20) 4,624,87 4,970,562 5,267,714 5,56(382 5,690,861 5),374 212,576 41 5.6
23 Population
{in mitlion) 148 1525 155.4 18.2 61.0 163.8 166.5 1.7 1.7
24 Per Capita
Income {fc-Rs) 28,7, 30,696 31,826 3,345 3,973 3,857 35,218 0.6 37
25 Per Capita
Income {mp-As) 30,90 32,587 33,904 3.154 5,106 5,908 37,308 23 38
R : Revised F: Final ‘uree: Federal Bureau of fatistics

P : Provisional
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TATLE 1.2

SECTORAL SHARE 1N GDP
(%)
Sector 1999.2000  2000-01 5001-02 200203 200304 200405  2005-08  2006-07 2007-08 200809 2009-10
F ] P
1. COMMODITY PROD.
SECTOR 4.3 487 a7.8 476 8.4 8.7 48.3 48.2 473 469 457
A. Agriculture 25,9 24.9 2341 24.0 229 224 225 21.9 213 21.9 21.5
1 Major Ciops 8.6 8.5 8.0 .2 7.8 8.4 76 7.7 6.9 T4 7.0
2 Minor Crops 35 33 31 30 29 27 26 2.4 26 2.5 2.4
3 tivestock 1.7 1.9 12.0 17 11.2 106 11.6 i1 12 11.4 1.4
4 Fishery 0.4 0.4 0.3 0.3 0.3 03 0.3 G4 0.4 0.4 0.4
5 Forestry 0.7 0.7 0.7 07 6.5 0.4 g/ 0.3 0.3 0.3 03
8. Indusiry 233 23.8 23.7 236 255 26.3 259 26.3 25.8 25.0 25.2
& Mining & Quairying 23 2.4 2.4 25 26 2.7 26 2.5 26 25 24
7 Manufacturing 14.7 15.7 15.9 16.3 17.3 18.3 18.8 19.0 19.2 18.3 185
i Large Scale 9.5 10.3 10.4 106 17 12.9 13.2 13.4 13.4 122 12.2
i SmaliScale 5.2 54 5.6 56 4.2 a1 4.3 4.3 45 4.7 4.9
il Slaughtering - 2.9 3.0 - - 24 12.4 4.1 4.2 4.2 4.3
8 Construction 25 24 2.4 24 2.0 241 22 259 2.36 2.07 230
9 Electricity and
Gas Distribution 39 33 3.0 25 3.7 3.2 2.2 2.2 2.0
1l. SERVICES SECTOR 507 513 521 82.4 51.5 51.3 517 51.8 52.9 531 53.3
10 Transport, Storage
& Communication 1.3 11.6 1.4 114 104 10.4 10.2 10.0 1C.0 10.2 10.2
11 Wholesale & Re-
1ail Trade 17.5 17.9 178 18.0 18.2 18.7 17.2 i7.1 17.4 16.9 171
12 Finahce & Insurance 3.7 31 3.5 33 34 4.0 5.5 59 5.3 5.8 5.4
13 Ownership of
Dwellings kA 3.2 32 34 3.0 29 2.8 27 27 2.8 27
14 Public Admn. &
Defence 6.2 6.2 64 6.6 63 5.9 6.1 6.} 6.0 6.1 6.3
15 Social Services 9.0 9.3 98 99 9.7 85 9.9 10.0 10.6 1.4 1.6
16 GOP {fe) {1+ 1) 100.0 100.0 100.0 100.0 109.0 100.0 100.0 100.0 100.0 100.0 1000
R : Revised F : Final Source: Federal Bureay of Statistics

? : Provisional
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TABLE 1.3

REAL GDP/ GNP GROWTH RATES (AT CUSTANT FACTOR COST OF 1199-2000)

p
Sector 2000-01 20-02 2002-03 2003-04 200405 200516 200¢ 20074  2008-0% 2009-:)
F R P
L. COMMODITY PROD. SECTOR 0.8 i 4.2 9.3 8. 5. 6. 1.5 0.8 18
A. Agriculture 2.2 i 4.1 2.4 6. 6. 1.€ 4.0 2.0
1 Major Crops 9.9 5 6.8 1.7 17 -3 7 -6 7.3 0.2
2 Minor Crops -3.2 7 1.9 3.9 1. 0. -1 10, 1.6 1.2
3 Livestock 3.8 ! 2.6 2.9 2. 15, 2. 4.2 3.5 4.1
4 Fishery -3.0 -3 3.4 2.0 0. 20. 15 9.z 23 1.4
5 Foresiry 8.1 4 11.1 3.2 -321 -1 -5, -13. -3.0 2.2
B. Industry a1 ! 42 163 12 4. 8 14 A48 48
6 Mining & Quarrying 5.5 ! 6.5 156 10 4.8 3, 4.4 0.2 1.7
7 Manufacturing 9.3 3 6.9 14.0 15. 8.1 8. LX: -3.7 5.2
I Large Scale 11.0 3 7.2 181 16: 8.0 8. 4. -8.2 4.4
ii Smali Scale 6.2 } 6.3 =200 7. 8.1 B. 7. 7.5 7.5
li Slaughtering 2. iz 4. 4.z 4.2 4.3
. 8 Construction 05 i 4.0 -10.7 18. 10. 24 “5.1 -11.2 16.3
9 Electricity and
Gas Distribution -13.7 0 -11.7 56.8 -5 -26. 4. -23. 30.8 0.4
li. SERVICES SECTOR a1 3 52 53 8. 6.f 7. 6. 1.6 4.6
10 Transport, Storage
& Communication 53 2 4.3 35 3. 4. 4, .t 2.8 4.5
11 Wholesale & Re-
tail Trade 4.5 3 6.0 8.3 12) 2. 5. 5.2 -1.4 5.1
12 Finance & Insurance -15.1 "2 -1.3 9.0 30, 42. 14 1. 7.0 -3.6
13 Ovwmership of ‘
Dwetlings 3.8 3 3.3 3.5 3. 3 3. 3.1 3.5 35
14 Public Admn. &
Defence 2.2 E) 7.7 3.2 0. 10. 7. 1.2 3.6 15
15 Social Services 56 3 6.2 54 6. 9.t 7. 4.f 8.9 6.6
16 GBP (fc) 2.0 1 4.7 75 9. 5.1 6. 3 1.2 41
R : Revised P : Provisional Sourge: :deral Bureau of Statists
.. : Not available F: Finat
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TARLE 1.4

EXPENDITURE ON GROSS MATIONAL PRDDUCT AT CONSTANT PRICES OF 1998-2000

{Rs millicn}
Flows soapes 004 200A05 200506 200807 200703 20809 200910
£ R P 200708 200808
{ Private Consumption
Expenditure 2,952,588 3,251,947 3870,749 3,708,073 3,882,891 3,779,311 4,206,101 4,371,945 11.29 194
2 General Govt. Gurrent
Consumption Expenditure 384,825 399,318 396,818 588,576 532,147 739,074 506,036 573,755 -31.53 13.38
1 Gross Domestic Fixed
Capital Formation 658,070 17,131 701,392 840,977 555,140 1,024,696 08,855 £90,300 -11.30 2.04
4 Change in Stocks 71,05% 73,703 79,085 82,934 87,647 89,045 92,281 96,305 363 4.36
5 Export of Goods and
Non-Factor Services 814,425 801,982 878,896 965,863 988,164 935,303 904,375 1,031,533 -3.31 1406
& LessImports of Goods
and Nen-Factor Services 657,983 601,559 845,144 1,003,052 963,041 1,002,052 850,111 944 970 -15.18 i1.16
7 Expenditure on GDP at
Market Prices 4,222,975 4,534,123 4,881,796 5,183,371 5,477,948 5,565,375 5,767,538 6,018,865 3,63 4.36
8 Plus Net Factor Income
from Rest of the World 127,ﬂ50 90,721 38,750 84,343 82,434 85,586 112,838 143,741 ©oals4 .67
9 Expenditure on GNP
at Market Prices 4,350,026 4,624,844 4,970,546 5,267,714 5,560,362 5,650,961 5,880,376 6,212,576 4.06 565
10 Less Indirect Taxes 355,323 372,029 158,455 395440 361,841 372,651 360,584 374,50 -3.24 3.87
11 Plus Subsidies 54,451 53,488 69,589 72,545 75,602 190,288 41,085 25,434 -78.41 -35.66
12 GNP af Factor Cost 4,049,154 4,305,303 4,581,980 4,944,819 5,274,143 5,468,598 5,550,877  §,864479 1.69 5.46
R : Revised p : Dravisional Source: Federal Bureau of Statistics
F: Final




TABLE 1.5
GROSS NAT!ONAL PRODUCT AT CURRET FACTOR COST

(Rs miltio)

Ange ¥a

Sectors 2003-04 20-05 2005-06 2006-07  2007-08 2008-08 200910 2008-09 2009-¥
F R P 2007-08 2008-9

1 Agriculture 1,164,751 1,31234 1,457,222 1,585,240 017,181 2,603,826 3,016,568 291 18

WMajor Craps 411,836 44556 464,276 546,418 671,374 974,180 1,101,671 45.1 11

Minor Crops 126,372 1218 168,461 184,121 211,553 235803 281,332 15 13

Livestack 578,218 6170 766,448 881,806 051,442 1,304,639 1,537,502 243 18

Fishery 16,728 490 30,492 42,668 652,391 53,731 56,182 26 L

Forestry 31,597 800 27,545 30,227 30,421 35,463  3Y,87¢ 16.6 14
2 Mining & Quarrying 208,290 1{051 219,662 252,541 31,459 346,810 346,25¢ 15.0 A2
3 Manufacturing g02,486  1,1.634 1,370,793 1,567,313 850,522 2,067,494 2,369,02¢ 6.0 16

Large Scale 621,699 8,657 1,003,062 1,148,573 467,225 1,500,891 1,710,854 23 140

Small Scale 280,567 2,176 245,962 279,943 334,610 395,005 444,574 18.0 15

Slaughiering L1801 121,768 137,797 148,687 171,588  213,60¢ 154 2.5
4 Construction 115,497 1,333 176,885 225,239 260,340 294,990 308,42F 133 6
5 Electricity and

Gas Distribution 190,713 1,267 153,335 166,515 145,874 222,24 246,08 52.4 17
6 Transport, Storage

& Communication 875,623 7,711 08,400 1,012,206  ,155,873 1,630,278 1,894,18¢t 41.0 12
7 Wholesale & Re-

tail Trade 896357  1,0,114 1,262,001 1441786 828,944 2,100,661 2,391,05¢ 14.8 1.8
8 Finance & Insurance 165,230 2,254 364,320 447,270 556,679 626,471 667,58 124 7
9  Dwnership of

Dwellings 146,264 1,441 184,512 206,166 239,010 298,789  345,75¢ 250 17
10 Public Admn. &

Defence 312,105 3,348 404,628 467,685 530,074 662,723 794,43¢ 250 18
11 Social Services 473,211 5,181 653,437 760,134 934,618 1,228,665 1,464,13 35 12
12 GDP (&) 5,250,527 6,1,568 7,158,527 §235,099 1921584 2,081,95613,843,48¢ 218 16
13 indirect Taxes 455,549 4,573 569,077 556,874 667,604 763,501  896,70: 144 14
14 Subsidies 65,496 ,359 104,338 118,965 346,389 106,121 71,76 64.4 -34
15 GDP (mp) 5,640,580 64,782 7,623,205 8,673,007 J,242,79% 2,739,33614,668,42. 244 11
16 Net Factor income
' from abroad 124,478 1,461 149,901 157,631 208,916 344,491 570,61 64.9 8.6
17 GNP (i) 5,375,005 6,7,02% 7,308,428 8,392,730 7,130,500 (2,426,44714,414,10 22.7 1.0
18 GNP (mp) 5,785,058  6,6,243 7,773,106  §830,638 3,451,715 13,083,82715,239,04 25.2 1.5
16 Population

(in miftion} 149,65 - 32.53 155,37 15817 160.97 163.76 1665 1.7 g
20 Per Capita

Income (fc-Rs) 35,817 1,022 47,039 53,061 62,934 75,882 86,56 206 11
21 PerCapita .

Incame (mp-Rs) 38,524 1,495 50,030 55,830 64,930 74,846 91,51 231 15
22 Per Capila

Income (mp-US §) 664 733 836 921 1,038 1,018 1,08 =20 6
23 GDP Deflator

Index 124.55 33.30 147.28 158.62 184.31 221.71 2441 - -

Growth 7.74 7.02 10.48 7.70 16.20 20.3: 10.C - -
R: Hevised P : Provisionat Scurce:ederal Bureau of Statiscs
F: Final
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TABLE 1.6

EXPENDITURE ON GROSS NATIONAL PRODUCT AT CURRENT PRICES

{Rs millien}

305,00 20610
200708 200808

Flows 2002-03 200344 200405 2005-66 2006-67 200798 2008-08 20069-10
R P

F

§ Private Consumption

Expendilure 3,600,963 4484717 5,001,489 5,720,225 £,543,843 7835310 10,254,623 11,815,289 30.88 1522
2 General Goverament Current

Censumption Expenditare 428,689 462,462 509,564 824,300 795,204  1,278.431 1029356 1312528 +19.50 27.53
3 Gress Domestic Fixed

Capital Formation 736,433 844,847 1,134,942 1,565,828 1,814,620 2,094,743 2,210320 2,196,969 5.53 0.63
4 Changein Slacks 80,629 9, 24% 105,298 421,51 138,768 463,885 203,829 234,693 2437 45.44
5 Export ef Goods and Non-

Faclor Services 815,158 383,704 1,019,783 1,961,257 1,230,669 1,316,439 1,536,196 1,892,553 2428 i5.67
& LessImports of Goods and

Non-Facter Sarvices 736,224 25399 1,271,604 1,779,386 1,881 088 2,446,008 2595380 2,783,598 £11 725
7 Expenditure on GDPal

Market Prices 4,375,648 5,640,580  6.499.782 7623205 8673007 0,242,300 12,735,336 14,668,428 24.37 15.14
g Plus Net Facter Income from

the rest ef the warld 154,842 124,478 134,461 149,301 157,631 208,916 344,491 579,615 64.89 65.64
g Expenditure 80 GNP

at Market Prices 5,027,460 5,765,258 6,634,243 7773,106 8830833 40,451,716 13,083.8%7 15,239,043 2518 1647
10 Less indirect Taxes 403,221 455,549 468,573 569,977 556,874 §67,604 763,501 896,702 14.36 17.45
11 Pius Subsidies 61,791 65,496 91,359 104,399 148,266 346,389 196,124 71,763 -69.36 3238

12 GNP atFacler Cost 4,656,030 5,375,003 6,257,229 7,308,428 £,392,730 16,130,501 12,426,447 14,414,104 22.66 46.00

R : Revised P : Provisional 5eurce: Federal Bureau of Statistics

F : Final
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TABLE 1.7

GROSS FIXED CAPITAL FORMATION (GFQ IN PRIVATE SECTOR BY EC\NOMIC ATIVITY
AT CURRENT MARKET PRICES
Sector 2662-33 2003-04  2004-05 2005-36 2006-0 2007-0 2008 200490 200809/ 2000/
F R F 2007-G8 200109
PRIVATE SECTOR 545,104 616,51 852,424 1,197,740 1,335,89 153947 1,6282 1,56427 53 5
1. Agriculture 74,293 81,05 135,086 143,538 151,30 147,81 1783 1129 16.3 1.5
2. MinIng and
Quarrying 48,252 12,70 18,384 31,323 49,67 62,54 850 £115 429 1
3. Manutacturing 163,620 200,52 244,959 320,501 346,54 362,24 378 35850 2.3 <8
Large Scale, 134,666 161,16 193,448 254,727 272,47 270,76 2583 21447 7.4 ~1.4
Smalt Scaia* 28,854 39,35 51,511 85,774 74,17 92,48 1245 13403 0.6 17
4. Construction 4,178 6,60 13418 19,248 24,22 19,1 205 2501 47.7 -1
5. Electricity & Gas 26,417 3,03 11,612 32,372 2563 aznz 318 2538 4.3 <18
6. Transport &
Communication 51,381 86,95 153,558 312,549 324,35 372,54 3530 30040 -3.9 12
7. Wholesaie and
Retaii Trade 12,533 17,1% 21,381 28,157 37,27 43,10 517 5417 20.5 74
8. Ownership of
Dwellings 91,379 110,396 120,247 149,167 158,79 181,79 2197 23357 21.0 q
9. Finance & Insurance 20,897 26,59¢ 30,520 38,692 77,91 147,28 833 4340 -43.5 -43
10, Services 52,254 71,45¢ 894,259 121,193 136,73 170,63 2151 23140 27.1 1
R : Revised P: Provisicnal F : Final {Conty)

* : Staughtering is Included In smali scale sector

TABLE 1.7

GROSS FIXED CAPITAL FORMATION {GFC

ACTIVITY AT CURRENT MARKET PRICES

F)! PRIVATE, PUBLIC, AND GENIRAL GOVRNMENIECTORSIY ECONomIC

Sector 2002-03 2003-04  2004-05 2005-06 2006-07 2007-0¢ 2008-( 2009~ 2008-09/  2009-1(
F R P 2007-08  2008-0
GFCF (A+B+C) 736,433 844,8: 1,134,042 1,565,838 1,814,62 2,094,73 2,210 2.19639 55 0.
A. Private Sector 545,104 616,51 852,424 1,197,740 1,335,389 1,539,67 1,6202 1,56437 5.3 -3
B. Pubile 5egtor 104,051 103,5% 129,482 162,022 172,67 204,83 2123 21832 39 2
C. General Govt, 87,278 124,71 153,036 206,076 306,01 350,23 T 41410 77 M
Private & Public (4+8) 649,155 720,05 981,904 1,359,762 1,508,545 1,744,550 1,833, 1,78239 51 2.1
SECTOR-WISE: :
1. Agricuiture 75,681 81,15 135,308 145,575 151,53 147,51 171, 1919 162 11t
2. Mining and
Quarrying 77,430 18,65 33,378 49,569 75,58 94,73 136, 1441 440 5
3. Manutacturing (448} 164,920 203,52 247,166 326,797 350,24 354,08 375, 356,86 31 5.0
A. Large Scale 136,066 164,57 155,655 261,023 276,12 271,84 254, 223,3 -3 -124
B. Smaff Scala* 28,854 39,35 51,511 65,774 74,11 92,24 120; 1333 305 107
4. Construction 7,130 10,1t 17,824 26,105 38,29 353 42, 44,6 279 28
5. Electricity
& Gas 57,562 2526 40,050 69,795 73,45 88,44 B9, 81,8 09 -5.1
6. Transport and
Communication 82,864 148,64 224,974 392,651 385,24 457,15 4234 3703 =74 125
7. Wholesale and
Retail Trade 12,533 1719; 21,381 29,157 37,22 43,14 35 54,7 205 4.7
8. Finance &
Insurance 23,366 27,84 31,580 41,005 81,68 152,03 ) I3 60,4 ~39.9 -34.4
9. Gwmership of Dwellings 91,379 110,38t 129,247 149,167 158,71 181,72 219,¢ px)Kig 21.0 5.4
10. Services 56,290 76,75t 101,065 129,936 146,50 182,14 231,7 248,3 27.2 2
P : Pravisional A:Revised : Final {Cortd )

* : Slaughtering is included In small acale sactor
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TABLE 1.7
GRDSS FIXED CAPITAL FORMATION (GFCF) PUBLIC AND GENERAL GOVERNMENT SECTORS BY ECONONMIC ACTVITY AT
CURRENT MARKET PRICES

‘,

Rs million}

Sagicr 200203 2003-04 2004-0% 2005-06 2006-07 2007-03 2003-09 2008-10
F R 7

puntic Gector and
General Govl. {A+8) 191,332 228,322 232,513 368,008 43,77 555096 559,939 632,542 5.3 7.2
&, public Sestor 104,054 103,538 129,482 162,022 175,697 204,873 212,379 218,432 39 2.6
1. hgricuttare 1,338 109 222 2,037 234 130 133 230 52 66.7
2. Wining and
guarriing 29.178 5,950 14,524 15,245 29,552 31,589 45,713 19,386 46.0 5.7
5, Manutacturing 1,400 3,410 2140 6,296 3,674 1,264 4,252 3,836 236.4 -85
4. Gonstruction 2,852 3505 4,406 5,058 14,037 14,424 14,657 16,165 1.6 12.3
3. Bresticity & G28 31,145 22,222 28,438 37,423 43,864 55,600 57,773 55,550 39 38
5. Tranaport ond
Corymunication 34,486 61,69% 71,416 30,102 70,905 84,612 65,699 £3,363 224 36
Dailways 3,133 3336 3,439 4,754 3,680 4,29% 1,609 284 £2.5 323
post Otfize BPTCL 6,699 5,834 10,763 15,232 11,981 14,445 23,814 23.330 64.9 VA
fiihers 21,654 52,525 57,214 60,116 55,244 65,871 40,276 39,249 -38.9 =25
7. wmoiesate and
Rtz Trade - - - - - -
3. Finance & ’
surante 2,459 1,346 1,060 2,317 3,708 4,770 8,052 12,624 63.8 55.8
g, Servinns 4036 £,293 6,806 8,743 6,722 12,084 15,580 16,918 29.0 35
. General Govi- 47,278 124,786 153,036 206,076 306,074 350,223 377,060 414,110 17 9.8
31,581 41,304 38,538 53,522 73,862 33175 59,683 75,122 -283 26.9
25,639 50,059 71,567 113512 156,261 179,756 211,330 245,537 176 162

42,531 39,002 70,951 106,067 92,851 215 125

F : Final Source: Federdl Burgau of Statistics

P Provisiona:
.3 Not avaiiabie

16




TABLE 1.8

GROSS FIXED CAPITAL FORMATION (GFCF) IPRIVATE, PUBLIC AND GENEIAL GOVERNMENT :CTORS Y ECONOMIC
ACTIVITY AT CONSTANT MARKET PRICES 0F999-2000

{Rs _r_q'illior
Feiw % Change
Sector 2002-03 2003-04  2004-05 2005-05 2006-07 2007-C3 2008-00 24531 2008-09:'*—:2009—16
F 3! P 2007-(8 2608-0
GFCF {A+8+C) 658,070 617,731 701,352 B40,876 B55,14" 1,024,868 508, 8301 =113 -2
A. Private Sector 485,840 447,212 521,326 635,884 £91,55( 756,03 672, 5378 -11.14 5.
B. Puhlic Sector 91,475 72,763 75,153 81,805 85,15¢ BB,74 78, 78,2 -14.2 [
C. General Govt. 80,746 87,756 104,513 123,273 178,43t 179,81 160, 175,83 107 4,
Private & Peblic {A+B) 577,324 519,975 596,478 711,763 776,707 844,71 748, 714,2 -114 -4,
Public & General
Govt. (B+C) 172,221 176,519 180,066 205,082 253,59 258,66 236,1 252,14 18 6.
SECTOR-WISE:
1. Agriculiure 66,762 55,77¢ 76,389 70,285 70,902 107,32 112, 120,0 5.2 8.
2. Mining and
Quatrying 66,738 12,232 17,482 22,021 32,557 36,10 44,. 45,0 225 3
3. Manufacturing 148,275 144,010 148,129 171,302 179,530 164,90 1382 128,0 ~162 T
Large Scale 120,868 115,700 117,147 140,320 142,42¢ 124,29 93, 783 <25 =150
Smaif Scale* 28,306 28,310 30,982 30,952 37,10¢ 40,61 44, 42, 3 EN
4, Construction 6,606 7,91¢ 13,155 14,378 26,508 21,13 13, 14,9 6.4 230
5. Electricity
& Gas 505,119 16,934 21,658 32,056 32,78( 3475 28, 25,9 -14.3 i
B. Transport and
Communicaiion 74,151 105,851 133,853 202,033 187,17¢ 201,60 154,¢ 133,3 ~22.3 -14
7. Wholesale and
Relail Trade 11,692 13,760 15,165 18,123 22,578 23,04 284 23,8 0.4 4
B. Financa & Insurance 21,255 22,025 21,835 25,135 43,454 80,81 a1,z 25,4 -45.9 G5,
8 Ownerships of
Dwebings 83,163 87,010 83,213 91,648 84,151 96,72 98,: 102,4 2.7 2.0
10. Services 48,965 54,455 59,489 65,661 71,800 73,84 84,¢ 89,4 74 5.%
R : Revised P Provisional (Contd
- Not avaiiable F : Finat
¢ 1 Siaughlering is included in small scale sector
TAELE 1.8
GROSS FIXED CAPITAL FORMATION (GFCF)! PRIVATE SECTOR
AT CONSTANY MARKET PRICES OF 1999-201
A5 million)
e Chango
Sector 2002-63 2003-04 104-05 200506  2006-07 1007-08 2008-09  2008-10 2007-08/  2008-0%/
F R P 2006-07  2007-08
PRIVATE SECTOR 485,849 447,213 11,326 £35,893 641,549 756,035 672,015 637,98 1.1 BN
1. Agriculture 65,537 55,704 '6,264 9,302 70,792 107,274 112,880 120,52 5.2 8.8
2. Mining and
Quarrying 41,589 8,330 9,628 13,915 21,146 23,815 25,095 30,06 2t.7 3.3
3. Manutacturing 145,588 141,613 16,847 167,317 177,636 164,331 136,674 126,61 -16.8 ‘7.4
Large Scale 119,724 113,203 15,365 135,935 140,529 123,721 92,231 7738 26.5 -10.4
Small Scale* 25,864 28,310 10,982 30982 37107 40,610 44,443 4867 9.4 9.4
4. Construction 3,871 5,176 9,903 14,287 16,981 12,040 13,018 11,88 8.1 7.9
5. Electricity
& Gas 23,001 2,044 6,280 14,868 13,204 12,910 10,470 8,32 -18.9 -20.5
6. Transport &
Communication 45,979 61,318 11,431 160,818 151,803 163,798 130,857 110,40 -20.0 -15.7
7. Whoiesale and
Retalt Trade 11,692 13,760 15,165 18,123 22,578 23,04% 22,957 23,96 -0.4 44
8. Ownership of
Dwellings 83,163 87,010 18,213 91,648 94,151 96,721 99,363 102,07 27 2.7
8. Finange &
insurance 19,018 20,964 H,102 23,772 46,252 78,380 37,633 2089 -52.0 44.2
10. Services 45,411 53,685 35,492 64,243 57,035 73,617 78,955 83,02. 7.3 5.2
R : Revised P : Provisional F:Rl {Contd.)

* - Slaughtering Is included In smal scale sector
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TABLE 1.8
GROSS FIXED CAPITAL FORMATION (GFCF) [N PUBLIC AND GENERAL GOVERNMENT SECTORS
AT CONSTANT MARKET PRICES OF 1989-2000

(Rs millien)
]

200708 200809
2006-07 __2007-08

Sector 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09 2009-10
F R P

Pubtic and General
Government (A+B} 172,221 170,518 180,066 205,084 263,590 268,662 236,841 252,311 -11.8 6.5
A, Public Sector 91 A7G 72,762 75,153 81,810 85,152 88,744 76,150 76,751 -14.2 0.8
1. Agriculture 1,224 bt 125 983 109 53 a7 78 -11.3 66.0
2. Mining and
Quarrying 25,149 3,902 7,853 8,106 1144 12,189 18,157 15,612 4.3 3.0
3, Manufacturing 1,245 2,397 1,282 3,385 1,895 578 1,565 1,381 170.8 -11.8
4, Construction 2,735 2,745 3,252 5,091 9,824 9,097 6,765 7,151 «25.6 5.7
5. Electricity & Gas 27,118 14,590 15,379 17,188 19,545 21,855 19,240 18,113 120 5.9
&. Transpott and
Communication 28,173 43,933 42522 41,215 35,373 37,202 24,043 22,785 -35.4 5.2
Railways 2,804 2,376 2,048 2,446 4,836 1,889 589 102 - -68.8 -82.7
Post Oftice & PTCL 5,992 4,154 6,408 7,837 5,977 6,351 8,715 8,569 37.2 1.7
Qthers 19,377 37,403 34,066 30,932 27,560 28,062 14,739 14,114 -49.1 4.2
7. Wholesale and o
Retail Trade 5 g - - - - - - - - - -
8. Finance & k
fnsurance 2,247 1,061 733 1,424 2,200 2539 3,639 5,562 43.3 52.8
g, Services 3,585 3,759 4,007 4418 4,785 5,231 5,694 6,069 8.9 66
B. General Govt. 80,745 97,756 104,913 123,274 178438 179,918 160,691 175,560 407 9.3
Federa! 29,217 32,357 26,604 32,017 45,976 42,729 25,427 32,902 -40.5 26.3
provincial 24 691 39,216 49062 67,902 91,098 92,345 90,062 104,094 25 15.6
Qietrict Gov:. 26,837 26.183 29,157 23,358 41,364 44,844 45,202 39,364 0.8 -12.9
f: Revised E: Final Soufce: Federal Bureau of Statistics

p: Provisi nal

”




TABLE 2.1 (A)
INDEX OF AGRICULTURAL PRODLTION

19801 Base 199-2000 ase
Fiscal Al major Food Fibre Other AH major Fd Fibre Other
Year crops crops crops crops CrOps cis crops crops
1981-92 143.7 122.5 305.9 1205 - - -
199293 141.0 124.0 216.0 118.0 - - -
1993-94 155.0 1236 1918 137.5 - - -
1994-95 165.4 1331 2075 1460 - . -
1995-96 163.3 137.0 252.8 140.1 “ - -
1996-97 155.3 136.5 2236 130.3 - - -
1997-98 186.2 150.2 2191 164.5 - - -
1998-99 189.8 147.6 2007 170.9 - - -
1999-00 178.4 167.7 268.2 143.7 100 i 100 100
2000-01 165.9 152.8 256.0 135.1 93 a5 94
2001-02 1721 142.9 253.2 148.7 97 94 104
2002-03 185.4 153.9 243.6 160.9 104 91 112
2003-04 190.7 159.6 2398.7 165.1 107 89 115
2004-08 - - - - 104 1 127 102
2005-06 - - - - 101 1 116 96
2006-07 - - - - 17 1 114 118
2007-08 - - - - 126 1 104 138
2008-09 - - - - 114 1 105 108
2009-10P - - - - 112 1 113 106
P : Provisional, Jul-Mar - Srce: Fedal Bureau of Statistics

TABLE 2.1 (B)
BASIC DATA ON AGRICULIRE

Crop- Improved Vater*

ped Area seed dis- Aadila- Ferer Credit
Fiscal {millien tribution tity off<e disbursed
Year hectares} {000 Tonnes) {IAF) {00UT) (Rs million)
1990-81 21.82 83.27 1962 . 1890 14,915
199192 21.72 65.93 12.05 1,800 14,479
1992-93 22.44 63.93 15.12 2,141 16,198
1993-94 21.87 63.27 13.01 2,180 15,674
1994-95 22,14 76.87 12,65 2,180 22,373
1995-96 22,58 145,10 12.85 2,505 19,187
1996-97 2273 137.67 12.05 2,471 19,548
1997-98 23.04 130.50 12.15 2,690 33,392
1998-99 22.86 167.38 13.78 2,590 42,852
1999-00 274 194,30 13.28 2,820 39,688
2000-01 22,04 193.80 14.77 2,900 44,790
2001-02 2212 191.57 1163 2,920 52,314
2002-03 21.85 172.02 13.48 3,000 58,915
2003-04 22.94 178.77 1178 3,200 73,446
2004-05 2278 218.12 13.68 3,604 108,733
2005-06 2313 225.07 17.79 3,800 137,474
2006-07 2356 218.60 17.80 3,690 168,830
2007-08 23.85 © 26467 12.44 3,500 211,561
2008-09 23.80 314.63 12.86 3,700 233,010
2000-10 P 23.80 J305.82 12.00 3,420 166,335
.. 1 not available (Contd.}
P : Provisiona!, Jful-Mar '
7o At iarm gafe
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TABLE 2.1 (B)
BASIC DATA ON AGRICULTURE

Number of Production of Production Fish ~ Totat
Fiscal Tube wells Tractors of meat Milk Production Forast Praduction
Year (a) {Nos) (000 Tonnes) {000 Tonnes) {000 Tonnes} {000 cu.mtr.)
1990-91 338,840 13,341 1,581 15,481 483.0 1,072
1991-92 355,840 10,077 1,685 16,280 553.1 491
1992-93 374,099 16,628 1,872 17,120 621.7 691
1993-94 444,179 15,129 2,000 18,006 558.1 703
1994-95 463,453 17,063 2114 18,966 541.9 684
1995-96 485,050 16,218 1,841 22,970 555.5 720
1994-97 506,824 10,121 1,808 23,580 589.7 343
1997-98 531,259 14,242 1,841 24,215 597.0 386
1998-99 563,226 26,885 1,808 24,876 §54.5 436
1999-00 609,775 35,038 1,957 25,566 614.8 364
2060-01 £59,278 32,553 2,015 26,284 629.6 472
2001-02 707,273 24,311 2,072 27,00 6378 487
2002-03 768,962 27,1014 2,132 27,811 566.2 266
2003-04 a50,144 36,059 2,188 28,624 573.5 313
2004-05 934,294 44,095 2,21 29,438 580.6 g2
2005-06 999,569 49642 2515 31,970 §04.9 265 *
2006-07 931,308 5443 2,518 32,986 640.0 73
2007-08 921,121 53,598 2,728 34,064 885.0 363
2008-09 921,229 60,561 2,843 35,160 914.1 347
2008-10P 921,229 69,245 2,965 36,209 925.7 356
.+ not available (a) : Public and private tube wells. Source: 1. Federal Bureau ot Statistics.
P : Provisional [July-March) E : Estimated 2. Ministry of Food and Agriculture

*: Revised




TABLE 2.2
LAND UTILIZATION

{Millior: heaares)

Not Avail- Do o wCultrated Area - - Teal
‘ Fiscal Total Reported Fost  ablefor Culturable  Crrent letArea talArea AreaSown  Croped
i Year Area Area Aa  Cultivation  Waste Fliow Sown  fdtivated  more than Aza
(7+8) ance | (8in)
1 2 3 . 5 6 7 8 9 10 i
1930-91 79.61 57.61 3 24.34 8.85 85 .er 1611 2096 5.71 2132
1991-92 79.61 57.87 3 24.48 8.56 87 1613 2106 5.53 212
- 1992-93 79.61 58.06 3. 24.35 8.33 95 1645  21.40 5.99 244
1993-94 79,61 58.13 3. 2443 8.74 .29 16.22 21.51 5.65 257
- 1994-95 79.61 58.50 3. 24.44 8.91 A2 16.13 21.55 6.01 24
1995-96 79.61 58.51 3. 24.35 8.87 19 16.49 21.68 6.10 259
1996-97 79.61 59.23 3. 24,61 9.06 48 16.50 21.98 6.23 2273
1997-98 79.61 59.32 3 24.61 9.15 A8 16.48 21.96 6.56 2m
. 1998-99 79.61 59.28 3. 24,52 9.23 35 16.58 21.92 6.28 2236
i 1999-060 79.61 59.28 3 2345 9.99 67 1629  21.96 6.45 2274
4 : 2000-01 79.61 59.44 3 24.37 S.17 73 15.40 2213 6.61 2211
- 2001-02 7961 59.32 3 24.31 295 .60 1567 22,27 645 222
] 2002-03 79.61 £9.45 4. 4.25 893 R 15.60 22.21 6.25 21,5
| 2003-04 79.61 59.46 4. 25.23 .10 .23 {6.89 22,12 7.05 22:4
2004-05 72.61 59.48 4. 24.36 §.0q 86 15,27 2213 7.51 228
i 2005-06 78.61 57.22 4.4 22.87 8.2% g2 15.3¢ 12.65 7.74 233
i 2006-07 79.6% 57.05 4, 22.70 8.30 T2 16.16 11.88 7.40 23.6
2007-08 7961 57.08 4. 2341 8.19 93 1€.24 .27 7.51 235
2003-03 78.5% 57.08 4. 2345 8.20 93 1€.23 11.18 7.52 23.0
2008-10 P 79.61 57.08 4. 23.45 8.20 43 16.28 1.21 7.52 23.0
P : Provisional urce: Mintry of Food and Agrictture
Note:
TOTAL AREA REPORTED is the tolal plsica! area of the villages/deh, tehss or districs ete.
i

= FOREST AREA is the area of any land azinisterad as forest under any kgl enactmer dealing v forests. 1y
1 culiivated area which may exist within eh forest is shown undar heading cultivated rea”.

1 AREA NOT AVAILABLE FOR CULTIVATN is that uncultivated 2rea of ths wm which | undar fatome siels, fam roads and
ciher eonnected purposes and not avable for cultivation,

CULTURABLE WASTE is that uncuilivat farm area which is fit for suitivabin but was ot croppeiuring theear under

reference nor in the year before that. )

CURRENT FALLOW (pioughed but uncnped) is that area which is vacant uring the yar under rrence buvas sown at least one

during the previous year

CULTIVATED AREA is that area which vs sown at ieast during the year uner referenc or duringe previol year.

H Cultivat=d Area = Net Area sown + Currd Faliow,
NET AREA SOWN is that area which is svn at least once during {Kharif & I3bi) the yer under reznee.

; AREA SOWN MORE THAN ONCE is the #zrence between the total croppesarea and 2 netareawn.
TOTAL CROPPED AREA means the agggate area of crups raisad in a farnduring the ear undeiference itluding the area
under fruit trees,
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TABLE 2.3
AREA UNDER IMPORTANT CHOPS

T 5000 heclares)
Total Rapeseed

Fiscal Food Sugat- and Sesa-

Year Wheal Rice Bajra  Jowar Malze Barle Grains  Gram cane  Mustard _mum Cotton  Tobacco

1990-91 7,91 2,113 a 7 845 187 11,834 1082 884 304 53 2,662 44
1991-62 7,878 2,097 i3 383 848 149 11,667 997 896 2687 70 2,836 54
199293 8,300 1,973 487 403 868 160 12191 1,008 885 285 82 2,836 58
1993-94 8,034 2187 303 365 879 151 11919 1,045 963 269 73 2,805 57
1994-95 8,170 2,125 509 438 890 165 12,207 1065 1,008 301 80 2,683 47
1995-96 8,376 2,i62 407 418 939 in 12473 4119 963 320 99 2,997 46
1996-97 8,109 2,251 303 370 928 162 12,113 1,100 965 354 100 3,149 49
1997-98 8,355 2,317 460 390 933 163 12618 1,102 1,056 340 96 2,960 53
199899 8,230 242 483 383 962 137 12599 1077 1,55 k¥4 Il 2,823 57
1999-00 8,463 2,515 M3 357 962 124 12,734 972 1010 k¥al 72 2,983 56
2000-01 8,181 2317 390 384 944 113 12,359 905 861 2713 101 2,927 46
2001-02 8,058 2,114 47 358 942 111 12,000 934 1,000 268 136 3,116 49
2002-03 g,034 2,225 348 338 435 108 11,989 963 1,100 256 88 2,794 47
2003-04 8,219 2,461 539 392 947 102 12,657 982 1,074 259 60 2,989 46
2004-05 8,358 2,520 343 308 932 93 12603 1,09 366 243 66 3,193 50
2005-06 8448 2,621 a4 254 1,042 80 12,896 1,029 907 217 82 3,103 56
2006-07 8,578 2,561 504 292 1,017 94 13,066 1,052 1,029 256 T 3,075 51
2007-08 8,550 2,515 531 281 1,052 1 13,020 1,107 1,241 224 76 3,054 51

2008-09 3046 2,962 470 263 1,052 86 {3,880 1081 1 ,029 233 91 2,820 50
2009-t0P 8042 2,883 476 248 950 80 13679 1,050 943 . 185 80 3,108 49
Note : 1 ha=2.47 acres Source: 1. Ministry of Food and Agriculture
P : Provisional (Jut-Mar) 2. Federal Bureau of Statistics

TABLE 2.4

PRODUCTION oF IMPORTANT CROPS
!000 tonnes)

Total Rapeseed
Fiscal S and Sesa- Cotton Tob-

. Food ugar-
Year Wheat  Rice Bajra Jowar Maize Barley Gralng Gram _ cane pustard mum £00 tonnes) (000 Bales) acto
228 214 1,637 9,628 75
97

______,__.,...—--_‘__________j________.___—-—__

1980-91 14565 3,261 106 230 1,185 142 19,588 53l 357989
19¢1-92 15,884 3,243 138 225 1,203 140 20,634 513 38,865 220 287 2,181 12,822
199293 16,457 3,116 o 238 1) g4 158 2 056 347 38,059 207 34.0 1,540 9,054 102

1993-94 15213 3,885 138 212 1,213 146 20817 M1 44427 197 323 1,368 8,041 100
1994-95 17,002 3447 gzg 263 1318 f64 22432 538 47,168 229 6.2 1,479 8,687 81
§995-96 16,507 3,956 162 255 1504 174 22968 680 45230 255 395 1,802 10,598 80
1456-97 16,651 4,305 146 219 1A 150 22,962 sg4 41,998 286 44.9 1,594 9374 92
1997-98 15,694 4,333 211 281 1517 174 25160 767 £3,104 292 42.5 1,562 g,184 99
1998-89 {7,888 4574 243 228 1665 137 24773 £98 95,191 273 324 1,499 8,790 109

1993-00 24,076 5,158 156 220 1652 116 28,380 565 46,333 297 35.4 1,912 11240 108
2000-01 16,024 4803 199 218 1543 ag 25987 397 43,606 230 50.7 1,826 10,732 85
2001-02 1g,226 3,882 248 222 1684 100 2431 362 48,042 221 59.5 1,805 10,613 94
2002-63 10,183 4478 189 203 1737 1pn 25889 675 52,056 215 19.3 1,737 10,211 a8 -
2003-04 10,500 4,848 974 238 1857 gg 26855 6 53,419 2 25.0 1,708 19,048 86
2004-G5 24612 502 igs 186 2,797 92 29,905 868 47,244 203 300 2,426 14,265 101
2005-06 . 21,277 5547 221 183 3110 88 30306 480 44 666 172 35.0 2,215 13,019 113 .
2006-07 23205 5438 993 180 3088 a3 32337 8% 54,742 212 30.0 2,187 12,856 103
Z007-G8 20952 5,563 305 170 3605 g7 3,188 475 63,920 176 328 1,982 11,655 108
2068-09 24,033 6952 2g5 165 3,592 g2 35121 741 50,045 188 1.0 2,019 11,819 105
2008-10 P }3!866 _ggal 2g3 154 487 78 34,759 571 48,373 202 33.4 2,160 12,698 104
P : Frovisional {Jui-Mat) Soutce: 1. Ministry of Food and Agricuiure
2, Federal Bureau of Statistics




TABLE 2.5
YIELD PER HECTARE OF MAJOR AGICULTURAL CRGPS

{Kg/Hectar;
Fiscal Year Wheat Rice Sugarcane Maize @am Cotto
199¢0-91 1,841 1,543 40,720 1,401 i 615
1991-92 1,890 1,546 43,371 1,418 4 769
1992-93 1,946 1,579 43,024 1,364 4 543
1993-804 1,893 1,826 46,144 1,380 13 453
1994-95 2,081 1,622 46,747 1,481 4 557
1995-96 2,018 1,835 46,968 1,602 7 601
1996-97 2,053 1,912 43,521 1,607 0 506
1997-93 2,238 1,870 50,288 1,626 16 523
1998-99 2,170 1,928 47,784 1,731 18 511
1999-00 2,491 2,050 45,874 1,717 i 641
2000-01 2,325 2,021 45,376 1,741 19 624
2001-02 2,262 1,936 48,042 1,766 iB 579
200203 2,388 2,013 47,324 1,958 | 622
2003-04 2,375 1,970 49,738 2,003 2 572
2004-05 2,568 1,995 48,806 2,348 13 760
2005-06 2,519 2,116 49,246 . 2,985 7 714
2006-07 2,716 2107 53,199 3,036 77 711
2007-08 2,451 2,212 51,507 3,427 9 649
2003-09 2,657 2,346 48,635 3,415 i5 713
2009-10 P 2,639 2,387 52,357 3,670 13 655
P : Provisional Sow: Ministrof Food and Agricultur

Fetral Bureau of Statistic.

TABLE 2.6

PRODUCTION AND EXPORT OF FUIT

Praction of Imporiant Fruit {000 tonns) Export
Fiscal Citrus Mango Apz Banana Apricot Almnds Graes Gra (000 Value
Year mnes) {Min. Rs)
1990-81 1,609 776 2 Z02 81 2 3 : 112 935
199192 1,630 787 2t 44 109 3 3 3 125 966
1992-93 1,665 794 X 52 122 ] 3 : 121 1,17%
1993-94 1,849 839 4¢ 53 153 5 3 ¢ 127 1,324
1994-95 1,933 834 5l 80 173 ] 4 4 139 1,256
1995-96 1,960 S08 5t 82 191 3 2 4 135 1,487
1996-97 2,003 815 5t 83 188 3 a 4 218 2,776
1997-98 2,037 817 5 94 189 ] W & 202 2,793
1998-99 1,862 816 5 95 191 a9 B 4 181 2,773
1999-00 1,943 533 3 125 121 2 | ¢ 240 4,130
2000-01 1,898 980 4 139 126 3 § ¢ 260 4,586
2001-02 1,830 1,037 3 150 125 5 8 § 260 5,007
2002-03 1,702 1,035 ¥ 143 130 3 2 J 263 4,861
2003-04 1,760 1,056 3 154 211 4 i § 354 5812
2004-05 1,944 1,671 3 158 205 3 A H 281 5,408
2005-06 2,458 1,754 kA 164 197 3 4 ! 455 7,508
2006-07 1,472 1,718 3 150 177 3 q § 343 6,894
2007-08 2,294 1,754 4 156 240 7 3 b 1M 9,085
2008-09 2,132 1,728 A 157 238 7 3 k 466 12,314
2009-10P 2,203 1,847 4 155 235 6 7 5 533 16,554
P : Provisional (Jul-Mar) Saurce: Minty of Focand Agricuiture

Fedd Bureau Statistics

i~
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TABLE 2.7
CROP WISE COMPOSITION OF VALUE OF MAJOR AGRICULTURAL CROPS
(AT CONSTANT FACTOR COST 1999-2000}

sLage share

Fiscal Year/ op00-01  2001-02 2002-03  2003-03 2004-05 200506 2006-07 2007-08 2008-00 2009-10
Crops . R P
All Major Crops 10000 100.00 100,00 10000 100.00 100,00 1G0.00  100.00 100.00  100.00
Food Creps §2.32 60.34 62.66 §3.52 6155 63.37 §3.85 62.24 66.69 §5.30
Wheat 40.39 30.48 39.26 3598 37.58 38.23 39.27 3712 #0.43 39.61

Rice 15.62 14.54 15,85 16.94 15.28 17.45 15.78 16.63 17.20 17.66

Bajra 0.45 0.50 0.41 0.59 0.36 0.42 0.43 0.5 053 852
Jowar 0.44 0.46 0.39 0.46 0.3 0.27 0.29 0.29 0.26 0.24

Maize 3,10 A 313 332 4.14 470 442 537 5.08 482

Gram 2.41 1.95 kX4 3.05 373 2.14 3.51 2,10 3.06 2.33
Barley .20 0.21 0.19 8.19 0.15 0.15 0.15 0.15 013 8.12

Fibre Crops 24.88 2526 2298 2206 27.21 2558 23.65 2267 21.89 23,50
Coten 24.89 25.26 22,98 22.06 27.21 25,58 2365 2287 21.85 23.50

Cash Crops 11.27 12.63 12.95 13.00 9.85 9.75 11.20 13.82 10.20 9.96
Sugarcane 11,27 12.63 12.85 13.00 395 9.75 11.20 13.82 10.20 9,96

Cther Crops 1.52 117 141 143 1.28 1.31 1.29 1.27 1.26 1.24
Sesamum 0.34 0.47 .12 0.15 8.16 0,20 0.16 0.18 0.21 8.17

Rape Seed & mustard 0.70 0.75 0.81 .81 0.65 0.57 0.67 0.58 0.58 0.62
Tobacce o.84 0.55 0.48 0.45 047 0.54 0,46 0.51 0.47 0.46
R : Revised Seurce: Federal Bureau of Statistics

p : Provisional

TABLE 2.8
CREDIT DISBURSED BY AGENCIES

o (Rs miflion}
Fiscal ZTBL Tageavh Damestic pPPCEL Commercial Total
Year a brivate Banks b Banks
1990-91 8,324 56 " 3T 2518 14,3415
1931-52 6,996 57 " 3,247 a1 14,479
1992-93 8,643 51 “ 2,978 4528 16,198
1993-94 8,93% - - 2,621 4,003 15,674
1994-95 14,578 - “ 3,757 4,041 22,373
1995-96 10,339 - " 3,803 5,045 19,187
1996-97 11,687 - - 343 5429 19,548
1997-38 22,354 " - 4,929 3,410 33,392
1998-99 20,176 “ - 5,440 103 42,852
1999-C0 25424 - “ 5851 5313 39,688
2000-01 27,610 - - 5,124 13,056 44,790
2001-62 25,108 - 533 5120 17,486 52,314
200203 29,270 . 1,421 5485 22,739 58,915
2003-04 29,933 - 2,702 7,564 33,247 73,446
200405 47,409 . 12,407 7,607 51,310 108,733
2005-85 47,594 " 16,023 5,889 67,567 137,474
2066-07 56,473 “ 23,976 7,988 80,393 168,830
20078 §5,83¢ a 4394 5,931 94,749 211,561
2095-89 75,138 - 41,626 5,579 110,655 233,018 ‘ )
2653-18 P 45,887 - 28,641 3,530 85,177 166,335
~ ot Available B - provisienal (Jul-Mar) Source : 1) State Bank of Pakistan -
b : Punjab Provincial Cormorative Bank Lid. i) Ministry of Food, Agricutture & Livestock -

a @ Zarat Taragiats Bank Lirnited, formerly Aaviculture Development Bank of Pakistan




TABLE 2.9
FERTILIZER OFFTAKE AND IMPQTS QF FERTILIZERS & PETICIDES

Fertllizeiff-take (000 N/Tonnas) mport of nport of Insecticides
Fiscal N P K Total fertilizers Cantity Value
Year 000 N/T {innes} {Min Rs}
1990-91 1,472 38 33 1,893 685 1,030 1,48¢
1991.92 1,463 39 23 1,884 632 1,258 1,946
1992-93 1,635 48 24 2,148 758 -, 435 1,731
1993-94 1,659 46 23 2,147 903 100 1,706
1994-95 1,738 42 17 2,183 261 LTT6 2,978
- 1995-96 1,991 49 30 2,515 581 1,479 5,081
1996-97 1,985 42 8 < 2413 878 1,856 5272
. 1997-98 2,075 55 20 2,646 714 1,225 4,801
1998-98 2,097 46 21 2,583 885 .,892 5,515
1999-00 2,218 59 15 2,834 663 124 4,682
2000-01 2,264 67 23 2,966 580 255 3,477
2001-02 2,285 62 19 2,929 626 783 5320
2002-03 2,349 65 20 3,020 766 1242 3,441
: 2003-04 2,527 &7 22 3,222 764 406 7,157
2004-05 2,736 86 33 3,694 785 561 8,281
: 2005-06 2,927 85 27 3,804 1,268 4,954 6,804
2006-07 2,650 aT 43 3,672 796 089 5,848
2007-08 2,925 63 27 3,581 876 814 6,330
2008-09 3,035 65 25 3,711 568 1,839 8,981
‘ 2008-10 P 2,618 74 17 3,426 968 1,895 8741
P : Provisional, {Jul-Mar) Source: . Federal keau of Stistics.

. Naticnal rtilizer Deslopment Centre.

i J TABLE 2.10
i AVERAGE RETAIL SALE PRICE GF FRTILIZERS

15 per bay ¢f 53 Kgs/11lha)

. Urea AN/CAN AS P SP(G) DAP 3Gr NP,
| Fiscal Year (46% Ny (26% N) {21% ) (2.22) 18%) (1846} (50%K)  {10:260)
1980-91 195.0 95.0 85.0 13.8 93.0 2420 1504 176.
1991-92 195.0 95.0 50.0 13.0 52.0 272.0 150.0 178,
1962-93 205.0 109.0 86.0 i6.0 93.0 254.0 195.0 247,
1993-34 2101 . 125.3 206 §5.8 269.0 14950 247
‘ 1994-95 2250 150.0 184.¢ 280 50.0 3790 195.0 247,
1985-96 . 2670 172.0 172.6 320 83.0 473.0 3310
1595-97 340.0 202.0 187.0 330 1.0 333.G 5320
1997-98 341.0 2236 2325 39.6 '00.0 354,56 540.0
1598-99 346.0 231.0 275.0 479 318 665.0 541.0
1999-00 327.0 2310 286.0 480 93,0 649.0 543.0
2000-01 362.0 2330 300.0 435.0 153.06 £70.0 652.0
2601-02 394.0 268.0 208.0 5.0 80.0 710.0 765.0
2692-03 411.0 282.0 344.0 53.0 87.0 765.0 780.0
2003-04 420.0 208.6 3736 520 128.0 913.0 805.0
_ 2004-05 468.0 353.0 405.0 70.0 730 1,001.0 996.0
\ 2005-06 509.0 395.0 744.0 72.0 7.0 1,079.0 1.17C.0
' 2006-07 527.0 356.0 779.0 80,0 34.0 993.0 985.0
2007-08 581.0 471.0 867.0 1,27.0 72.0 1,824.0 1,497.0
B 2008-09 751.0 704.0 1,330.0 1,700 T4.0 2,578.0 2,001.0
200810 P 782.0 §98.0 1,28%.0 1,38.0 '20.0 2.144.0 2,297.0
.. 1 Not avaiiable icurce:  Heral Bures of Statistics
P : Provisioral {Jut-Mar) tional Ferizer Dev. Cenire
AN/CAN : Ammenium nitrate/calcium ammoniu nifrate 2. single per phosphate
ASN : Ammonium super nitrate P: Diammnium phosphate
AS : Ammonium sulphate P: Sulpha of potash
NP : Nitrophosphate K: Nitroge phosphate and potas

]
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TABLE 2.11
AREA IRRIGATED BY DIFFERENT SOURCES

{Miltion hectares}
_ Canal Canal
Fiscal Year Canals Wells Welis Tube wells Tube wells Others Total
1990-1 7.89 043 0.08 2.56 5.87 0.22 16.75
1991-92 7.85 0.16 0.1 2.59 5.93 0.21 16.85
1992-93 7.91 18 0.10 2.67 6.23 0.24 ) 17.33
1993-94 1.73 6.14 008 - 2.78 6.22 0.7 1743
1994-95 7.5 0.17 ¢.10 283 6.41 ¢.18 17.20
1995-96 7.60 18 0.51 2.8% 6.58 0.22 17.58
1996-97 781 0.18 0.1 - 2.90 6.61 0.22 17.85
1997-98 7.79 0.16 013 3.00 6.74 0.18 18.00
1993-99 7.67 417 (.09 298 ) 6.68 0.16 17.9%
1999-09 7.56 018 0.09 an 6.99 0.18 18,11
2000-01 £.98 - 0,16 0.10 349 7.22 417 17.82
2001-02 6.81 0.20 0.16 3.45 7.24 0.18 18.04
2002-03 7.06 2.21 017 337 7.21 ¢.20 18.22
2003-04 7.22 0.22 ¢.15 348 7.50 0.21 18.78
2004-05 7.00 .25 019 3.46 7.70 0.24 18.84
205506 7.06 0.28 . 0.20 3.58 1.78 .22 19.12
2006-07 6.68- 087 .22 3.59 7.78 0.25 - 19.59
2007-08 6.91 0.31 0.17 383 7.79 0.28 19.29
2608-09 6.86 0.33 0.29 3.88 7.94 ¢.21 19.49
200810 P 6.86 .33 .20 3.88 7.9% 0.21 13.49
P : Provisional Source: Ministry o1 Food and Agricuiture
TABLE 2.12(A)
PROCUREMENTISUPPORT PRICES OF AGRICULTURAL COMMODITIES
Rs per 43k
Fiscai Rice Paddy Sugarcane
Year Vheat Basmati | leri-6 Basmati lrri-6 Khyber Punjab Sindh Raluch-
385 (F.AGH 385 (F.AQ) pakhtunkhwa istan
1920-61 112 283.00 127.00 14350 73.00 15.25 15.25 1575 o
1941-82 124 308.00 140,00 155.00 78.00 16.75 16.7% 17.00 17.4G0
139293 130 340.00 150.00 175.00 85.00 17.50 17.50 17.75 17.50
1593-94 1690 360.00 157.00 185.00 $0.90 18.00 16.00 18.25 18.25
153485 160 382.00 170.00 210.90 102,60 20.50 20.50 20.75 20,75
1935-56 173 419.80 133.00 222.00 112.00 2150 21.50 21.75 21.75
1996-97 249 461.78 210.45 255.30 128.80 24.00 24.00 24.50 24.50
1987-83 240 - . 310.00 152.00 35.00 35.00 36.00 26.00
1295-98 240 - .- 330.00 175.00 35.00 35.00 35.00 36.00
199600 300 " “ 350.00 185.0¢ 35.00 35.09 35.00 36.00
2000-C1 300 “ “ 305.00 205.60 35.00 35.00 36.00 36.00
2001-02 300 “ . 385.0C 205.00 4200 42.00" 43.00 4309
2002-03 300 “ » 385.00 205.00 42,09 42.00 43.00 43.00
2003-04 350 - - 400.00 215.00 42.00 4200 43.00 43.00
2004-05 400 . " 415,00 23080 4299 42.00 43.00 43.09
2005-06 415 . - 450,00 3¢0.00 48,00 4500 60.00 “
2006-07 4325 - - . 306.00 65.00 §0.00 87.00
2007-08 625 . “ “ “ 65.00" 60.00* §2.00
200%-08 g50 . - {250.00 € 700.00 280.00 80.00 81.00
2003-10P 950 " . 1000.00 £00.00 10008 100.00 103.00 .
FAG : Fair Average Quality _.: Not applicable - iContd)

& + Prize of Basmati Supes {Paddy) Bs. 1500/40kg
* - Suoarcans prices has been fixed by the respective Provincial Government.
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TABLE 2.12(B)
PROCUREMENT/SUPPOR PRICES OF AGRICULTURA COMMIDITIES

{Rs per 40.g)
Con Lint Seed Ctton (Phu ]
Sarmast trmast
Qallan- altan-
dri Delta- B-5¢ ¢ Delta-
Fiscal AC-134 B-557 pine MS- AC-13, F-1¢ pe MS-
Year Desi NT 149-F 39-40 Des NT Niab-: 9-40 Rotaio  Oron
19290-91 550 615 645 690 220 235 24 260 §5 L]
1991-92 662 685 715 745 255 270 281 290 65 0
1$92-92 695 " 770 ¢ 800 275 . 300 * 310 67 6
1993-94 726 v 801 * 831 280 " 3 325 77 3
1994-95 795 " 986 * 1055 340 " a0 * 423 84 3
1995-96 795 “ 986 * 1055 340 “ 4o * 423 84 )
1996-97 “ “ " 440 .- 500 * 540 115 10
1997-98 " “ - - 440 - 500 * 620 145 12
1998-99 “ “ - " .. » 82 * - 145 10
1999-00 “ “ - - " - 72 * . 145
2000-01 . » - " - - 72 * - 145
2001-02 - “ w - - " 78
2002-03 w - - . - " 80
2003-04 - “ - " - . 85
2004-05 - “ “ " - " 92
2005-06 " " « - - w a7
2082307 " - - - " - 102
2007-08 - - - - w - "
2008-09 " - - - “ - 14¢
2008-10 P - - . “ . . " . .
P : Provisional Source: Mirstry of Foo and Agridure, Agridture Policy institute (P}
.. » Not applicable
* : Niah-78, CIM
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TABLE 2.13
PROCUREMENT, RELEASES AND STOCKS OF WHEAT AND RICE

(000 tonnes]
Wheat (May-Aprit Rice Procured Stooks Bajance (on 1stJuly)

Fiscal ‘Procure- Releases Stocks Basmati Others Basmati Others

Year ment

1990-91 3,159.% 5,608.0 1,508.0 1427 673.8 719.3 1175

1991-92 3,249.0 5431.0 1,000.0 - 1216 . 3703 486.8 4T

1992-95 4,120.0 51430 505.0 5005 454.9 285.2 540.5

1993-94 3,644.0 5,982.0 1,007.0 144.9 651.4 224.8 _. M2 .

1994-95 ~o3T00 0 5,999.0 776.0 2840 - 236.4 9485
" 199596 3,443 5,139.0 385.8 50.8 154.6 494.3 "Wt

1995-37 2,725.0 5,987.0 456.0 - - 159.4 1879

1997-98 3,984.0 . 5,7940 a02.0

1998-99 4,070.0 6,165.0 981.%

1999-00 5,582.0 6,131.0 702.0

2000-01 4,081.8 5537.0 3,552.0

2001-02 4,045.0 3,376.0 3,693.0

2602-03 3,514.0 51308 592.0

2003-