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FOR OFFICIAL USE ONLY

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

REPORT AND RECOMMENDATION OF THE PRESIDENT
TO THE EXECUTIVE DIRECTORS ON A PROPOSED CREDIT
AND LOAN TO THE ISLAMIC REPUBLIC OF PAKISTAN
FOR A TENTH RAILWAY PROJECT

1. I submit the following report and recommendation on a proposed
development credit for the equivalent of US$25 million and a loan for the
equivalent of US$35 million to the Islamic Republic of Pakistan to help to
finance a tenth railway project. The credit would be on standard IDA terms;
the loan would be for a term of 20 years, including a 4-1/2 years’ grace
period, at 8.5% interest. Proceeds of both the loan and credit would be
passed on to the Pakistan Railways (PR) as Beneficiary on essentially the
same terms and conditlons as the Bank loan, except that portion of the
loan/credit used by PR to finance additional (as opposed to replacement)
investment would, as is customary in Pakistan, be added to PR’s capital-at-
charge and not repaid to the Government.

PART 1 - THE ECONOMY

2. The most recent economic report "Recent Trends and Development
Prospects" (1023-PAK, dated March 1, 1976) was distributed to the Executive
Directors on March 10, 1976. Country data sheets are attached as Annex I.

3. The economic development of Pakistan since 1970 compares some-

what unfavorably with the record of rapid growth of output and exports of the
1960°s.. Starting with the war with India and the separation of Bangladesh,
there followed a series of poor monsoons and floods, and consequently poor
harvests. Added to this were the twin effects of deteriorating terms of
trade and world recession. The magnitude of the problem was intensified by
the loss of momentum of the '"green revolution" which had been one of the
mainstays of the favorable economic period of the late 1960°s. In addition,
industrial development was discouraged by changed attitudes toward the pri-
vate sector and a series of nationalizations, beginning with the nationali-
zation of a large part of private industry in 1972. As a result, the basic
productive sectors have had an average growth of about 2% per year since
1970, although total GDP has grown by about 4% per annum because of the rapid
expansion of construction, government and other service industries.

4, The stagnation of agricultural production during the 1970°s con-
trasts with the rapid growth attained during the 1960°s8. This slowdown is

the result of many factors, including unfavorable growing conditions, a

slower rate of adoption of high-yielding varieties, and adverse pricing
policies. Heavy rains and floods in August 1976 have once again lowered out-
put levels below potential in the summer season. Cotton has been particularly
affected, and production is liable to be barely sufficient to meet domestic
demand. Rice and sugarcane, which reached record levels last year, show
slight declines due to flood damage. Wheat production in the winter season,
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on the other hand, could achleve another record as a result of increased
fertilizer consumption, residual moisture left in the ground after the floods
and the use of water from the Tarbela Dam. Fertilizer consumption, which
leveled off at about 400,000 tons when retail distribution was taken over by
the Provincial Governments, reached 570,000 tons last year and is expected to
expand to 680,000 tons this year. This 1s a result of government policy
changes which have lowered fertilizer prices, increased output-procurement
prices, and permitted the return of the private sector to the retail distri-
bution field.

5. For the next few years, further improvements from the exten-

sion of the "green revolution" technology can be expected, particularly
through increased use of fertilizer and pesticides, improved seeds and
further development of the groundwater potential. Growth thereafter will
require more fundamental change in on the farm practices regarding land and
water management, particularly in terms of increasing the efficiency of the
watercourse distribution system. Central to improved farmer techniques is
an upgraded, more effective extension service, with greater emphasis on
reaching the small farmer, and with better linkages to an effective research
program. In order to increase the basic productivity of the land, a major
effort needs to be made to increase investments in projects designed to
reverse waterlogging and salinity.

6. After agriculture, which accounts for about 32%, manufacturing is
the second largest sector of the economy, contributing about 16% of GDP and
50% to 60% of total exports. Since 1973, the major change in the industrial
sector has been the expansion of the public sector, from about 10% to about
25% of industrial assets. In January 1972, the Government took over ownership
of 31 private companies in 10 basic industrial categories. This was followed
by takeovers of the vegetable ghee industry, the cotton and rice export trade,
commercial banks, shipping, life insurance and gas and oil distribution. The
most recent action occurred in July 1976 when the Govermment nationalized the
larger units in rice and flour milling, as well as all of the cotton gins.
These actions have adversely affected the climate for private investment,
particularly in the industrial sector. It remains to be seen what their
effect on agricultural production will be.

7. While industrial growth averaged close to 10% per annum during the
1960°s, since 1970 it has been only about 3% per annum. The decline in the
growth rate is a result of a number of factors including lower private in-
vestment during the late 1960°s and early 1970°s and the problems with agri-
cultural production which reduced the availability of some raw materials.
Since FY74, the international recession has had a major impact by reducing
demand for Pakistan’s exports, particularly textiles. Output of both cotton
yarn and cloth is estimated to have been lower in FY76 than in FY74.

8. Exports have remained depressed for the past few years in part
because of the international recession while imports have increased rapidly.

Import prices increased 367% in FY74 and 27% in FY75, but in FY74 the rise was
offset by increases in major export prices, particularly of cotton and rice.
In FY75 the full effect of earlier petroleum price increases, combined with

falling export prices for most products, produced an 37% decline in the terms



of trade, although a slight improvement is estimated to have taken place

in FY76. As a consequence of these developments, the deficit on the current
account of the balance of payments increased from $130 million in FY73, an
exceptionally good year, to $950 million in FY76. It is expected to rise to a
level of about $1.2 billion in FY77. These large deficits have been financed
by expanded borrowings from foreign sources. Domestic resource mobilization,
on the other hand, has declined markedly, with the overall saving rate falling
from about 10%Z of GDP in 1973 to 4% in FY75, and public savings turning
negative. The decline in private savings can be traced to lower corporate
profits as well as the lag of interest rates behind the rate of inflation.
While annual price increases have averaged over 20% during the past three
years, deposit interest rates at banks have averaged only about 7-8%. 1In
FY76, however, the rate of inflation was brought down to only 8%, and the
domestic saving rate increased to 8.57%.

9. In the past few years the contribution of the public sector to do-
mestic savings has been quite unsatisfactory. Recently a number of steps
have been taken to improve public sector resource mobilization, including
substantially higher prices of electric power, cement, petroleum products,
railway and air fares, and import tariffs. Steps have also been taken to
simplify the income tax and improve its enforcement. Subsidies of various
types which amounted to Rs 3 billion in FY75, or about 15% of current gov-
ernment expenditures, are estimated to have been reduced to Rs 1.5 billion
in FY76. These revenue efforts have not been sufficient, however, to fully
meet the Government’s increased spending. While public savirg was positive
in FY76, the overall budget had a deficit of Rs 4.0 billion.

10. For the longer term, the Government has drafted a new Plan for
FY78-83 which calls for substantially higher levels of output, exports

and domestic savings. Investment levels would amount to about 19% of GDP.
With an expected decline in foreign capital available, particularly from OPEC
sources, this target can be reached only by sharply increasing the rate of
domestic savings to 15% of GDP by 1983. Large investments are contemplated
in infrastructure, particularly power and transport, as well as in heavy
industry. Investments in steel, machinery, fertilizers and chemicals would
seek to reduce dependence on imports, and encourage a greater reliance on
domestic raw materials. A substantial increase in exports will depend largely
on a rapid growth of agricultural output, particularly rice and cotton. The
agricultural strategy focuses on increased use of fertilizer and pesticides,
further mechanization, expansion of the extension service, and programs to
reduce waterlogging and salinity.

11. The balance of payments and debt management position will be
difficult for the next few years. By the end of FY76, the total debt out-
standing, including undisbursed amounts, was about $7 billion. Debt payments
as a ratio of export earnings and workers’ remittances will be only about
15%, as a result of $650 million of debt relief which is being given by the
Consortium countries for the years 1975-78. The debt service ratio can be
expected to rise to 20% or more after 1978 since the end of the debt relief
arrangement colncides with a sharp increase in repayments owed to the OPEC
countries and the IMF. On the positive side, workers’ remittances have risen
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sharply and totalled $350 million last year; they could exceed $400 million
this year. Nevertheless, it is important thar borrowing on conventional terms
should be held to the minimum. For this reason the major part of Bank Group
operations in Pakistan consists of IDA credits. Including undisbursed amounts,
Pakistan’s debt to the Bank and IDA now represents about 16% of its external
public indebtedness; by 1980 this ratio is likely to fall to about 13%. The
share of the Bank Group in total debt service (after taking account of the
debt relief which Pakistan will receive from other creditors) is now about

23%, but is expected to decrease to about 9% in 1980.

PART I1 - BANK GROUP OPERATIONS IN PAKISTAN

12. The cumulative total of Bank/IDA commitments to Pakistan (exclusive
of loans and credits or portions thereof which were disbursed in the former
East Pakistan) now amounts to approximately US$l.4 billion. During its long
association with Pakistan, the Bank Group has been involved in almost all sec~-
tors of the economy. Through FY76, 43% of total commitments were for public
services, 24% for agriculture, 32% for industry, of which 12% was for indus-
trial imports, and 1% for education. Lending for public services has amounted
to more than $600 million and has included loans and credits for railways,
electric power, gas pipelines, Karachi Port, highways, telecommunications and
water supplies. A large part of past lending for agriculture was for Indus
Basin projects. Lending for industry has been mainly through the Pakistan
Industrial Credit and Investment Corporation (PICIC). For most projects for
which loans and credits are being disbursed, construction is now going ahead
satisfactorily. The principal problems being encountered are that the rates
charged by some of the public services have not kept pace with inflation and,
hence, some utilities are not earning the return which they need. Annex II
contains a summary statement of Bank loans and IDA credits as of December 31,
1976, and notes on the execution of ongoing projects.

13. Lending operations in Pakistan have three main objectives. One of
these is to support the directly productive sectors of the economy, and, in
particular, to increase production of import substitutes such as foodgrains,
edible oils, fertilizer and engineering goods and to sustain export growth

in cotton yarn and textiles, rice and a large number of other industrial and
agricultural prodncts. The main part of Bank Group assistance for industry
will continue to be through financial intermediaries, such as PICIC, which
finances the medium and large-scale private sector and will thus contribute

to exports and industrial growth, the Industrial Development Bank of Pakistan
(IDBP) for the small and medium scale industrial sector, with possible parti-
cipation by commercial banks, and the National Development Finance Corporation
(NDFC) for industries in the public sector. The most important part of future
lending for agriculture is expected to be for the Govermment’s new program to
increase productivity in the Indus Basin by controlling salinity and improving
the utilization of surface irrigation and groundwater. The Bank is the Execut-
ing Agency for a UNDP technical assistance grant for improving agriculture and
water planning in the Indus Basin.



14. Another objective is to support the necessary expansion and to
improve the institutions which are responsible for the principal public
services which have benefitted from Bank Group lending in the past, namely,
the Telegraph and Telephone Department, Karachi Port, Water and Power
Development Authority, Pakistan Railways, Sui Northern Gas Pipelines Company
and the Lahore Water and Sanitation Agency. In most of these, institutional
improvements are being made with technical assistance financed by the Bank

Group.

15. A third objective is to expand lending operations in other fields,
particularly those which reflect the Government’s efforts to bring economic
development to the poorest strata of the population. This shift implies
increased lending for agriculture and rural development and will involve
significant lending for projects complementary to the Indus/Tarbela works.

In the urban sector, Bank missions have been working with municipal authorities
on the plans for the urban development of Karachi, whose population now exceeds
4 million. A Karachi master plan was completed in 1974 with the assistance of
consultants financed by UNDP, and urban projects are being developed within the
framework of this plan. A project for urban upgrading in the Lyari section of
the city has been appraised. The Government has also asked the Bank to study
urbanization problems in Lahore, Pakistan’s second largest city. Planning in
Lahore is at a much earlier stage than in Karachi and the immediate need is

for technical assistance. A credit for the second Lahore water supply, sewer-
age and drainage project includes provision for the financing of urban-studies
in Lahore.

16. Other projects which have also been appraised are a fertilizer
project, a flood damage restoration project and the SCARP VI irrigation and
drainage project. Preparatory work is proceeding on another irrigation and
drainage project, a Karachi water supply project and projects involving agri-
cultural extension and rural development. A further loan to PICIC and one for
a livestock project as well as a credit for a third education project have
already been approved in the current fiscal year.

17. IFC has made investments in nine Pakistani enterprises for a total
of US$30.2 million, of which US$22.9 million was by way of loans and USS$7.3
million by equity participations (these are shown in Annex II). About USS$12
million remains outstanding. The enterprises assisted by IFC include three in
the field of pulp and paper products, two in textiles, and one each in steel,
cement and fertilizers. IFC is also a shareholder of PICIC.

PART III - THE TRANSPORT SECTOR IN PAKISTAN

18. The development of the transport system and traffic patterns in
Pakistan reflects the long (1000-mile) south-to-north axis of the country,
extending from Karachi, the country’s only port and a major industrial center,
through the rich agricultural areas of Sind and Punjab in the Indus Basin to
the population and administrative centers of Lahore and Rawalpindi/Islamabad.
Virtually all imports and exports of the country pass through Karachi. 1Inland
transport services are operated by the Pakistan Railways (PR), four provin-
cially-owned and many privately-owned bus companies, myriad private trucking



firms and the semi-public Pakistan International Airlines which provides
domestic and international service.

19. Although historically PR has handled the bulk of freight traffic,
especially long-haul movements, and considerable passenger traffic, its share
of both freight and passenger traffic has declined in recent years. Between
1961 and 1975, estimated total passenger miles by road and rail increased from
12.7 to 38.7 billion, while total freight ton-miles rose from 5.7 to 12.0 bil-
lion; road tramsport accounted for 93% and 847 respectively of the increase

in each category. Rail passenger traffic increased by 2.1% p.a. and freight
traffic by 1.6% p.a. during this period. Road transport’s capture of most of
the traffic increase reflects its efficiency, which has been promoted by com-
petition resulting from generally unregulated rates and liberal licensing
policies toward the industry. Intermodal cost comparisons, however, indicate
that rail transport, if efficiently operated, continues to have a major role
to play in the sector, particularly in transporting bulk commodities between
the Karachi area and upcountry, and in their internal distribution over medium
and long distances.

20. To provide a basis for rational transport planning and coordination,
a transport study was financed under the Second Highway Project (Loan 578-PAK
of December 20, 1968). 1In accordance with the recommendations of the study,
GOP established the National Transport Research Center within the Planning
Commission in 1973/74 with the principal tasks of helping to improve opera-
tional efficiency of the various transport modes and fostering economic allo-
cation of traffic. The Bank has been supporting the Center in the training of
staff by helping to formulate curricula and sending instructors to it. Tech-
nical assistance is being sought by the Govermment from UNDP and the UK for
designing and supervising the Center’s work program.

21. A comprehensive Six-Year Plan (FY78-83) is now under preparation.

In the transport sector the Government proposes to give the railways higher
priority than in the past vis-a-vis other modes. This shift in emphasis re-
flects, in part, the recent increases in fuel prices. Other important areas
of proposed expenditure are the expansion of the farm-to-market road network;
extension of transport facilities to remote areas; the expansion of domestic
vehicle assembly plants; construction of a second port east of Karachi; and
increasing the share of the country’s international cargo handled by Pakistan-
flag carriers.

22. A Five-Year Investment Plan for PR, covering the period 1976/77

to 1980/81, forms the basis for the proposed project. The Bank reviewed this
Investment Plan while it was being prepared and suggested a number of modifi-
cations which PR accepted. The Plan’s main objectives are to carry out re-
quired rehabilitation and replacement of PR“s present plant and equipment

in order to improve operational efficiency and to enable PR to obtain and
carry a projected annual increase of 6% in freight ton-miles and 2.7% in
passenger miles. Capital expenditures over the five-year period are estimated
to amount to US$391 million equivalent, including US$153 million in foreign
exchange. In addition, at the direction of GOP, PR intends to undertake,
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outside the Investment Plan, construction of three new lines (totalling 134
miles) and one gauge conversion (88 miles) at a total estimated cost of about
US$50 million, equivalent, spread over five years. The Bank has reservations
regarding the economic justification of these additional works, but has
received assurances from GOP in a Supplemental Letter that their execution
will not be allowed to interfere with implementation of the Investment Plan.

23. The Bank/IDA has extended substantial support to the transport sec-
tor in Pakistan over the past several years. A total of $122 million has been
provided through six Bank Group operations to assist PR and its predecessor
organization, the former Pakistan Western Railways (PWR). The first three
loans were made in the 1950s, jointly to Eastern and Western Railways, the
latter’s share amounting to about US$51.0 million. The next two loans and one
IDA credit, totalling US$57.0 million, were exclusively to PWR. These were
designed mainly to rehabilitate railway facilities and equipment. Physical
completion was satisfactory, but operations did not improve as much as had
been hoped, due in part to the transfer of control of the Railways from the
central govermment to the Province of West Pakistan. The latest loan (Loan
621~PAK, US$14.5 million) was made in 1969 to support part of the then PWR’s
Third Five-Year Plan (1965-66 - 1969-70) and provided principally for track
renewal and line-capacity works on the main Karachi-Lahore line. Because of
the limited improvements in operational efficiency achieved under the previous
loans, this loan also provided for consulting services to assist with the
improvement of management and operations. Implementation of this project was
slow, largely due to delays in finding a suitsable location for a marshalling
yard. This matter was resolved in 1974, and the yard is now under construction.

24, Until about two years ago, there was continued delay in PR’°s intro-
ducing much needed improvements in operations and in the utilization of its
plant and equipment. As a consequence of giving operational priority to
passenger services, PR was unable to increase freight traffic and to improve
its financial position, despite the introduction of certain line improve-
ments and the acquisition of 65 new diesel locomotives in 1970/71. At the
Bank’s suggestion, PR engaged consultants in 1974 to assist in implementing
measures to improve PR’s over-all efficiency and in November, 1975, PR in-
troduced the grouping of mail and express passenger trains, thus enabling
through-freight trains to run more smoothly. This has resulted in encourag-
ing operational improvements, as reflected in the statistics for locomotive-
miles per day, wagon turnaround time and length of average haul and in a
reduction in the average number of passenger trains per day on the Karachi-
Rawalpindi line (see paragraph 28). Following procurement of additional
diesel locomotives in 1975/76, there was further improvement and the traffic
level reached new highs last year. Although as discussed below, major prob-
lems remain, considerable progress has recently been made in the operational
area. In restropect, however, it would have helped if at the time Loan 621-PAK
was committed, operational targets had been more clearly specified. With past
experience in mind, PR and the Bank have designed this project to assist PR
in improving its operations and finances throughout the period of project
execution.



PART IV - THE PROJECT

25. The proposed project, to be implemented during FY78-8l, was appraised
in June, 1976. The Appraisal Report (No. 1283a-PAK) on the project is being
distributed separately. A loan/credit and project summary is attached as
Annex III. At negotiations, which took place in Washington during December
1976, the Pakistan delegation was led by Mr. H. U. Beg, Secretary of the
Ministry of Railways.

Project Description

26. Like the earlier railway projects in Pakistan, the proposed proj-
ect is designed to complete important ongoing works and to initiate selected
new ones required to meet projected increases 1n demand for freight and
passenger services and to contribute to the further improvement of railway
operations. Without the project, a large tonnage of bulk commodities and
some other freight and passenger traffic would be diverted to road transport
at higher ultimate cost to the economy.

27. The proposed project consists of two main components, the physical
rehabilitation and improvement of PR’s plant and equipment and the carrying
out of an Action Plan to improve railway operations and financial perfor
mance. The physical component includes about 185 miles of complete track
rehabilitation; about 70 miles of rail renewals; bridge works and civil
engineering works; completion of the Pipri marshalling yard; line capacity
work including completion of the second railway bridge at Kotri and terminal
facilities; completion of a backbone microwave route from Karachi to Rawalpindi
including related communication and signalling equipment; acquisition of mar-
shalling yard equipment; re—engining 20 overage diesel locomotives and provi-
sion of spare parts; manufacture of about 220 second/third class passenger
coaches and conversion into 800 bogie wagons of 1,600 overage four-wheeler
wagons; and the acquisition of plant and machinery together with improved
facilities for workshops, sheds and depots. This part of the project, except
for the telecommunication and related signalling scheme and the provision of
spare parts for diesel locomotives, is primarily a two-year slice of PR’s
current Five-Year Investment Plan.

28. The Action Plan would include, inter alia, rationalization of
passenger services; improvement in freight train operations; strengthening
maintenance procedures for diesel-electric locomotives; reduction in PR
staff; and other activities related to railway operations. Technical assist-
ance and staff training would be provided under the project to support the
Action Plan. Analysis of PR’s operational performance reveals much scope

for improvement in passenger train operations. This will be crucial to the
release of train paths and motive power to emable PR to handle the expected
growth of freight traffic. To achieve this objective some little-patronized
passenger trains will be eliminated, while additional coaches will be added
to existing popular trains. As an initial step in this direction, PR reduced
the average number of passenger trains per day on the Karachi-Rawalpindi line



from 90 to 74 last November. Similarly, PR’s freight services require im-
provement with respect to transit times, terminal operations and the transport
of major bulk commodities. Through-freight train speeds should be increased,
and this, in turn, will require improved wagon maintenance. PR should also
introduce more unit and block trains and implement measures to limit des-
tinations and loading points for commodities such as wheat, rice, cement,
fertilizer and POL.

29. During negotiations, agreement was reached on reasonable and spe-
cific measures with respect to the improvement of passenger- and freight-
train operations. These measures should enable PR to achieve savings in the
cost of operating passenger services and, more importantly, free capacity

for handling a considerably greater volume of freight than would otherwise
be possible without additional investments. Implementation of these measures
may be difficult, but GOP is clearly committed to take the necessary action,
as set forth in the Annex to Schedule 2 of the draft Credit Agreement. Achieve-
ment of the financilal targets would depend on both the success of the Action
Plan and the introduction of higher passenger fares to which GOP is also
committed.

Cost and Financing

300 The portion of PR‘s Investment Plan which will form the Bank/IDA
project has a total estimated cost of US$247 million equivalent (including
taxes and duties), of which US$109 million or nearly 45% would be foreign
exchange. The cost estimates are based on December 1975 prices adjusted for
physical and price contingencies. The allowance for physical contingencies
accounts for 6% of estimated costs, while price contingencies have been
allowed at a rate of 9% in 1976 and 87 per annum during 1977-79; together
they represent about 20% of project costs (see Annex III).

31. In addition to the proposed loan/credit of US$60 million, the Gov-
ernment is arranging other foreign assistance for the project. The prin-
cipal source of additional financing is expected to be the Kuwait Fund,

which has agreed in principle to provide substantial assistance. France,
Canada and Germany are expected to provide a total of approximately US$8 mil-
lion for various items in the project, and grants and loans are also being
negotiated with the U.K. Most of the local costs are expected to be provided
by the Government. The financing plan for the project would therefore be as
follows:

Foreign Costs Local Costs
($ million) ($ million)
Bank 35.00 -
IDA 25.00 -
Bilateral Sources 49.00 -
GOP (including PR) - 138.00

109.00 138.00
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32. Proceeds of both the Loan and the Credit would be passed on to PR
on essentially the same terms and conditions as the Bank loan, but with one
exception. In conformity with the general GOP policies with respect to

funds lent (or on-lent) to statutcry bodies, the portion of the loan and
credit proceeds (around 60 percent) to be devoted to replacement works,

would be repaid on the same amortization and interest terms as applied to

the Bank Loan; however, with respect to the portion devoted to additional
investments (about 40 percent) PR would not be required to make amortization
payments to the Govermment and at the end of the notional amortization period
the loan would be converted into capital-at-charge. During the first 20 years
PR would pay interest on this sum to the Govermment at the Bank lending rate
(8.5 percent per annum) and thereafter would pay the prescribed dividend on
capital-at-charge (at the present time, 6.25 percent per annum).

Procurement and Disbursements

33. All items, with the exception of spare parts for diesel locomotives,
to be financed under the loan/credit will be procured by PR through interna-
tional competitive bidding in accordance with World Bank Guidelines. The diesel
spare parts will be purchased from established spare parts suppliers. However,
certain critical spare parts may be purchased on the basis of quotations from
original locomotive manufacturers in consultation with the Bank/IDA. The ag-
gregate amount of diesel spares should not exceed US$5 million equivalent.

34. Disbursements would cover 100% of the foreign expenditures for
imported items to be financed from the loan/credit. So as not to discourage
employment of local consultants where these are available, disbursements for
technical assistance (US$500,000) will cover either 100% of foreign expendi-
tures or 70% of local expenditures. The major project items to be financed
under the loan/ credit and the amounts expected to be disbursed against each
category are: track rehabilitation, US$13.9 million; telecommunications and
signalling, US$13.8 million; motive power and rolling stock, USS$14.1 million;
plant and machinery for workshops, US$3.7 million; diesel locomotive spares,
US$5.0 million; technical assistance and staff training, US$1.0 million.
Disbursements are expected to be virtually completed by June 30, 1981.

Project Organization and Management

35. PR will be responsible for the implementation of the project. It
will collaborate with Pakistan Telegraph and Telephone, which owns and main-
tains PR’s present communications network, in carrying out the telecommunica-
tions and related signalling schemes. PR operates under the direction of a
four-member Board whose chairman reports to the Ministry of Railways. The
Board serves both as a secretariat to the Ministry and as an executive body

responsible for railway operations, exercising its power through six zonal
divisions which handle day-to-day activities.

36. The earlier deterioration in operating performance, together with
inflation, has resulted in a worsening in PR’s financial position. To improve
the position, the Govermment authorized three general and various selective
increases in freight rates since 1974 but only one general increase in fares
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for passenger services, with the result that the general level, if not the
structure, of freight rates appears appropriate and is remunerative, whereas
most passenger services are operated at a substantial loss. In FY76 PR's
operating ratio is estimated to have been 94%. The Govermment has agreed that
beginning in FY78 PR should generate sufficient funds to cover all operating
expenses, including depreciation allowances calculated on the basis of revalued
assets, and debt service obligations and in subsequent years a surplus which
should rise progressively so that by FY82 it would be equivalent to the pres-
cribed dividend on PR’s capital-at-charge. In addition, PR has established a
unit to carry out costing and tariff studies for restructuring rates and fares
and adopting proper user charges. These studies are expected to be completed
by December 1977, and within the following 12 months a tariff structure based
on these studies is to be implemented. A general passenger-fare increase is
to be introduced this year and subsequent fare adjustments will reflect the
revised tariff structure and the undertaking to generate the required surplus
(Credit Agreement Sections 4.04-4.05).

37. Under the previous project, efforts were made to improve and
modernize PR’s accounting methods and procedures and a number of steps in
this regard have been agreed and are now being implemented. These include

a revaluation of PR’s fixed assets on or before July 1, 1977, and within one
year thereafter provision of an adequate annual depreciation charge based
upon revalued assets (Credit Agreement Section 4.03). The proposed project
includes provision for staff training in connection with the ongoing modern-
ization of PR’s accounting procedures.

Project Benefits and Risks

38. As already indicated, the primary objective of the proposed proj-
ect is to assist PR in improving its operational performance, particularly

to enable it to carry a substantially larger volume of freight traffic.
Expected improvements in PR’s operations resulting from Plan investments and
concurrent organizational changes should generate economic benefits in the
form of savings in PR’s operating costs and avoidance of diversion of traffic
to road transport, and make it possible for PR to carry the projected freight
and passenger traffic with significantly less new investment than would be
required in the absence of major operational improvements. The estimated
economic return on the investment as set out in the Plan is about 24%. In
addition, there should be non-quantifiable benefits resulting from savings in
passenger and freight time, reduced inventories and improvements in the re-
liability and quality of service. Should the economic cost of the Plan be
higher than estimated by 15%, the economic rate of return would drop to 20%.
If operating costs increase at 4% or 5% p.a., rather than 3% p.a. as assumed
in these calculations, the rate of return would be depressed to 18% or 13%,

respectively. The assumption of a 3% increase in operating cost depends on
PR achieving the planned operational improvements specified in the Annex to
Schedule 2 of the draft Credit Agreement; the achievement of the 247 rate of
return is therefore crucially dependent upon the successful implementation of
the Action Plan, which, in turn, is reasonable and has been discussed and
agreed with PR. There are no other significant risks which might affect the
success of the project.
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PART V - LEGAL INSTRUMENTS AND AUTHORITY

39. The draft Loan Agreement and Development Credit Agreement between

the Islamic Republic of Pakistan and the Bank and the Association, respectively,
the Report and Recommendation of the Committees provided for in Article III,
Section 4(i11) and in Article V, Section 1(d) of the Articles of Agreement of
the Bank and of the Association and the text of Resolutions approving the
proposed Loan and Development Credit are being distributed to the Executive

Directors separately.

40. Special conditions of the project are listed in Section III of
Annex 4.
41. I am satisfied that the proposed loan and credit would comply

with the Articles of Agreement of the Bank and Association.

PART VI - RECOMMENDATION

42, I recommend that the Executive Directors approve the proposed
loan and credit.

Robert S. McNamara
President

Attachments
February 9, 1977
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ANNEX I
Page 1 of 4 pages

TABLE 3A
PAKISTAN ~ SDCIAL INDICATORS DATA SHEET
PAKISTAN REFERENCE COUNTRIES (1970}
MOST RECENT I'Ls
1960 1970 ESTIMATE IMDIA THAILAND TURKEY
$0.0 100.0 140.0 110.0 210.0 480.0
45.0 9.8 69.2 562.7 36.3 38,7
5640 74.0 86.0 165.0 71.0 46.0
.o 12400 268.0 290.0 .o 67.0
49.2 7.6 4T .4 €2.7 4.3 40.6
26.3 20.1 16.5 18.8 13.7 14.4
142.0 fa,b 124.3 113.0 .o 80.0 145.0
4201 al.s 49.8 61.2 55.5 [T
3.2 3.7 3.6 2.9 3.2 2.6 [8,b
2.3 2.9 3.0 2.4 3.1 2.5
5.0 4.9 .o 3.2 4.9 49 [c
23.0 26.8 .e 19.8 15.0 3845
42.0 fa,c  43.4 .o 4l.6 45.0 41.8
52.0 Ja,c,d 52.7 .o $5.3 $2.0 $3.9
6.0fac,d 3.9 . 3.1 3.0 4.3
0.9 ja,c 0.9 .o 0.8 0.9 0.9
1e8/ae 1le6 /s .o .o 1.1 lel /d
.e .e .o 11308.0 470.0 .
.s . .o .o 10.0 8.2
13000.0 18000.0 20800.0 .o 16700.0 14500.0 /e
59.0 58.0 5640 .o 79.0 67.0
.o .. 2.0 fab .o .e 4.0 [f
20.3 [f 17.8 17.3 [c 25.0 /a .o 32.8
45.3 4l.8 41.5 [c s3.17a .. 60.6
6.4 [f 8.0 8e4 Jc 477 .o 2.9
17.5 (£ 20.2 20.6 /c 13.1 7a e 9.4
46.2 .o . .e .o 53.0
0.4 .e .s .. .e 0.9
7450,0 4250.0 /b 4010.0 fb:d 4850.0 8420.0 22%0.0
14860.0 /h 8320.,0/b 7350.0/b,d 5170.0 7020.0 1770.0 /h
2070.0 1840.0 .o 1600.0 890.0 500.0
84.0 99.0 93.0 /e 93.0 105.0 110.0
55.0 59.0 5640 [e 53.0 $2.0 78.0
13.0/a,) 14.0/e .e 16.0 17.0 /s 22.0 /4
.o .o .o .o .e 15.0 /b
31,0 39.0/c .o 68.0 82.0 111.0
10.0 12.0/c .e .o 16.0 28.0
10,041, 10.0/g 10.0 /f 12.0 12.0 11.0
1.0 1.0 1.0/b 6.0 /b 14.0 /b 14.0
16.0 [g 20.0 21.0 33.0 79.0 55.0 /4
3.1 /e .o .o .. .o 1.9
ee oo oo e .e 64,0
.o . .e .e .a 41.0
.o ‘e e IS .e 18,0
6.0 14.0 16.0 21.0 78.0 89.0
1.0 3.0 3.0 1.0 5.0 4.0
22.0 67.0 137.0 114.0 124.0 247.0
0.1/a0 0.6[a 0.3 0.3 1.0 0.7

SEE NOTES AND DEFINITIONS ON REVERSE



+jujxdsmau jo s3jzodw} 13u snid uojidonpoxd 373e3WOp WOl PIAPWISI
swexBo(yy Uy uoyidumsucy Tenuuw vijded i1sg - (ded 13 ) 1uyadesay
+£1121132918 jo s3110dxa pup s1iodwj 103 BuimoyTe 3Ing splaF
uj 83880] 10J IOUBMOT{¥ INOYITA ‘®wivp uojidnpoad uo paseq A([wIduas
‘eijdes Jad sanoy 33emolyy Ul £317071332219 v3watid puw d>11qnd “yeyoiaw
-wo> ‘1e1I3SnpuUl 3O uOTIdunsuod [enuuy - (d85 I9d IX/umi) K37071399(3
*83127Yyaa Aleariiuw
pue sasieay ‘sadupinque §3pN{Oxa ‘suosrad Iy81a ueyl esa] Buylmas
818> 1010w 3511dwod sied 19Bussseq - (dod noyy 1ad) ei1ed> IaBusesed
«8ujsuadl] peysjIoqe SITIJUNO2 J80W IDUTE
ayqeiedwod 9q 10U APW SIP3A JUIIAI I0J BIBP ‘13232 UT SBA 8338 OpEL
3O uoT1e118}821 uaym sIeal UT puB FITAIUNCI UY SIIATIDAL PARUIIFTUN
sapniaxa ‘uoriwindod jo puwsnoyl 13d 217qnd [eIdusd 031 eIBED
-prO1q OIpERl 10} S12A}d293 Jo gadiy iv - (dod noyl 1od) 813AT3I31 oIpRY

Uoy3dumeucy

+AJuo sBuyyieap jEaIna
37191430919 01 Po31Jouucs SJUT][PAP [Bany
*8P3IF [PINI pue UBQIN
up 8BuT1(emp (2303 JO Jud210d se s1d3aenb Buiay] ujl £3172133291° yia
s3up119mp TPUOTIURAUOD - (BBUTTTaMP [1¥ 30 %) X3}271333713 O3 883dDY
*s3uit1amp paydnooo [1® jo aBpiuaciad se 8a]IFIIOERJ I3iEA
padtd 2p1sino 10 2pisul 1noyllm 5paiv [BINI puew ueqin uj sBuyyyaap
12UOTIURAUOD PITANIIQ - (%) I938m Padid InoYila SBUTII9AP Patdnod0
+s3led Pajdnddo0ouUn pPur 6IINIVNIIF UdURWIAId-uOu
epnioxs sPul(amp ‘6uale upqan uy sBuIIISAP JBUOTIUIAUOD PATdnNID0
u1 wool 13d suosiad jo 13qunu aTeiaay - (UPQIN) wWOOX 13d BUOCBIG

By enoR

103 aaoqe se painduo) - (%)

-10a0 pue siead g1 pade uojlwindod 1 npw (8303 jo afwiuadiad
58 (9311m puER PESI 01 3[qE) SI[NPE IVIAITT - (%) 23IBT AI8I3IT] IINPY
*8u011INITI8uT LIwpuodas jo sjuawnledap se 0 K[iuspuadapul
@3813do Yojym sweiBosd rByjo 1o [w}IISnpul ‘{EITuYIIY Bpn{dU}
SUOYTINITIBU} [BUOTIBIO - (KAWPUODES JO %) IUSW[[OIUS [BUOTIBDOA
*papniax? A19381dwod 10 K11e13
-1vd 3q AW UOTIINIISUT [PUOLIBOOA ‘T3A3] AIwpuodas 1w !Buyiooyds
3o 6199 1910l - (S[9Aa] PuOS98 pu® 38371)) POPIAOId BUT{OOYIS JO 8lway
*papnioxa A[{R19uald aIe £98IN0D
aduspuodsa2103 989 3o 81wak ;Y 03 71 3o B1dnd 203 suoyIdNIIsBUY
Sujuje1l 13ydwal lo [euoTlIEd0oA ‘1wisuad sepracad ‘uojioniasul
Aiewayad pesoizdde jo siead 1Inoy 18waj 1v 8213nbai uopiwonpa Li1wpuodas
‘aa0qe sp paindwo)y - TOOYdS AI8puodas - ojiwl juawjolud paisnlpy
“28% JOOYIS TBIOIF3O Yl 2A0Qe 10 mojaq 31w sjdnd awos aouys
2001 Pe9o%x® ABw Jusw](olue ‘UOTIWINDD [BEIIATUR YITA BITIJUNOD J0J
fuorieonps Livwjid Jo sylBuay 1uaiazzyp 103 palenfpe 3Inq Biwak 1i-9
pa8e usIp1IYd ®apniduy ‘uorie{ndod sBe~jooyss Kiwuyad jo aBejuadiad
se 528 [1¢ JO JUdWIloJug - [0OYIS = 0711 JuUSW]]OIU2 pa3len|py
ucTIEsnpy

*uor3ITIINUTRW
30 101@DJpUT Ue se palsaBBns ‘dnoad sBe 3Tyl UL USIPTIYD 03 ‘818K 4-1
dno18 aSe uy puesnoyl 19d SYILAP [ENUUY - §-] §99% (nNOUI/) °3ex Yisaq
-fep 19d swwi® uy sas(nd puw S]PWIUT WOIJ PIATIIP
pooj jo A1ddns ujysloig - asind pue jeuwjur uwol} K(ddns uyajoxd e17ded Iag
ckaning
pooj plaoM Pyl 3yl uy gvd Aq pescdoid ‘pyios 3yl 103 aBeisse ue se
ugarozd Tewjuw jo sweiB ¢z pue uysloid [elol jo sweid g; jo Ieoy: ueyl
19m0] 93e SpIEpuB1s 959yl ‘ujalold jewjue aq pInoys swead Q1 YITus
30 ‘uysioxd asynd pue jrwjue jo sue18 o7 pue ‘Lep 1od uyaloid jeiIcd
3o suelB (g JO Sduemo[[¥ WnWTuTW B 103 pTacid §IDTAIIG YOIvISIY
J1wouody vasn £q PaYsI(qEIsa EIFIIUNOD [B JOF sJuduRiinbaa ‘2aoqe
se pauyjop 81 pooj 3o A(ddns 3su ‘fep 12d pooj jo A1ddns 33u wiyjded
1ad jo juaiues utejolg - (Aep i30 suwi¥) UY5363d jo F1ddns ©37d8> I9g
*1aAd] ploy@snoy 3I®
21sem 103 %07 Buimorie pur ‘uoyiendod jo sUCTINQIIISIp x@8 puw 2Fe
‘siy81em Apoq ‘3Inipiaduey [eIUsWLOIAUR BuTIIPTSUOD yITEeY pue AITATIDE
1euwlou 103 spadu TedjBoyoisdyd uo paseq Qv Aq PIIPWIISD DI9A SIUIW
-axynbaa ‘uo}ingjaisip uy sessof pur Zuyssvvoad pooj uy pasn ssfITIUENb
‘gpase ‘peaj yewyuw pnidxa s3yiddns Isu {¥2018 uj saBusys pus ‘sizodxs
sso7 sazodu} ‘uojionpead oyisewop setaduos sayiddns slqErTEAT fAvp aad
®i1ded z0d £I13UNOD Ul 2]qPiivav 823]7ddng pooj 1au Jo Judalwainba LBIsus
woiy paindwo) - (BIUAWRIAINDIT JO 9) §371078D 3O ATddns w3Tlwd 13g
*5I185> 2A3IUPAR1d puw 1E}POlISND IOJ
$3UBUET1qeISd pue eawoy Buysinu SOPNIIX? ‘813U UOTIBITIIqEYIL puw
1e11dsoy pazyleTdsads pue [eIsusB 23wajld pue d7iqnd uj 3jqEyiEAV PO
1e1ydsoy jo zaqunu £q PapyaTp uojreindog - paq [eljdaoy 13d uoyIBINdoq
-35uaj1adxe 10 BuyuIwIl Yija [auucsiad AIeY[IXNE puw ‘sIRInu
WPR13T3I93,, IO ,poUTell,, 'eseinu 3jenpeil ajeuwsj pue aywu Buyd
-31o82d jo Jaqunu £g PIPIAIp uoyiwindog - UCHII uoyivindog

*1oad] £17s1wATun Je [ooyds [@I}paw ® woij payjyyienb suwydjedyd
Surat22exd jo daqumu Aq pIpIATp uorlEyndod - UBIDIBAyd 13d uojleTndod
UGYI7I3nN pue Yyiieaj

*s1aumo puey jo %01 isviood pus Y01
1631yaTeam £q poumo pue] jo so8wiusdasg - diysIaumo puey jJO uUOIINQIIIGIQ

*spioyasnoy jyo 40y
1sexood pue ‘¢pz 3sdacod ‘ypz ISIYITL ‘yg 183YDTa Lq PIAJIDeI
pus ysed uj y30q) Jwodut 3jeatad jo aFejusdrag - UOTINQTIIST(Q SWOIUT

+3oupinsul judwlofdwaun
Axos1ndwos ‘sddains ardums ‘s371873e38 9371330 1uawhordwe ‘+8°3 ‘eivp
Jo 221n0s pup p3koldumun jo SUOTITUTIPP IJUIIBJJTP O3 SNP EBITIJUNOD
usam1dq d1qeredwod 2q jou Lwuw {yoem duo BulpaIdNA® Iou poyiad mnwmutw
patjIoads v 10] yiom Buyyess pue ‘qof v Jo 1no pautsuRl ‘Aep uaATE
e uo qof e jo Ino ‘qol ® 2ye1 01 BUTTTTA pup 31qe 238 ouym suoslrad
§e PauUTJep A118n6Nn 33 pakojdwoun - (@2303 loqe] Jo i) paioidusup
*83103 Joqe] (8103 3JO »8wiuadiad se (Buyysyj pue Buyluny ‘L13saioj
‘gujwlIey UY) SD10] JOGE] [BINITNIIABY - (%) SInI[ndTITe UT 32103 I0QeT
*31quardwod 10U 21® SITITUNOD SNOTIBA U] SUOIITUTIAP
¢+332 ‘sjuapnis ‘saajmasnoy Bujpniaxs 1nq pafofdwsun pue $31210] paWIR
Buipniouy ‘suosiad aapide L(1edTwouody - (PUFENOYI) 21103 10Ge] 1wIOL
Jueukojdwy

*dnoi8 3% 2wes uy uswom paIjiiwvu (e o3
S22TASP 10IIU0D-Y12Tq D8N oym (s182& 4n-¢1) 28e Bujieaq-pliy2 jo udwom
pa1Iasw 3O §3893udd19g - (USWOM PITIIBW JO %) §I26n - Bujuue] 1Twe g
suoyidasui asuis weifoad Bujuuerd
£1jwe3 jeuojivu jo 8937dens Iapun §3IOTAIp J0IIUOD~Yldlq JO sioldadrde
JO 18qumu BATIW[NWNY - (NOYI 'SAFIEINMD) 530339358 - Sutuuw(d A{juwy
*a1e3f $9-¢1 jo dnoiB a8z ut 3v103 loqey ayi O3
13A0 puw g9 pue G Iapun uojieindod jo orley - 013wl Xduspuadap s7woundy
*g ysnoayy ¢1 s38e jo ssoy3
01 13A0 pu® g pue GJ Iapun uoyiendod jo oyisy - o13wI Aduapuadap 3By
suoyiwindod 1eak-pjuw jo saf¥ejuadiad se (I9A0 pue BIWIL CQ) PAITILI pue
‘(s1usk y9-g1) aBe-Buiiiom ‘(sawak n1-Q) URIPTIYD - (IUADIAJ) BINIINIAIE Ty
§2133Uuno> Buous
v1ep jo A171iqeaeduod 13933e Low sEalE UEQIN JO BUOTIFUTIAP IUBIIFITP
fuojaendod yE101 03 uEqIn jo oljey - ((BIOT JO %) uorIvTndod ueqip
*83732unod> Buowe ®IBp jOo AITTIq
-rredwod 3293j% ew §83IP URQIN JO SUOTIJULISP IUDIP3IFTP ‘uocyiwindod
1302 3O @381 Yimox% a3y}l paandwop - UEQAN - (%) 9393 YIMOIF UOTIB[NdOg
*6L~0L61 PU® 0/-0961 '09-0561 203 uorieindod iwal
=pIw JO §31el yimoid yenuue punodwo) - TRIOT - (%) 938X YIMOIF uoTle[ndog
+@a113uno> Butdolaasp 103 G761 PUR Q761
‘0961 ul Bujpus soBwidAr 1w9A-dATF AfTEnsn !sa3eI A1T1129] d>Y)dads
-a%% juseaid saduajivdxs ays JT potisd aajildnpoadesa Jewiou 19y ul ledaq

1174 urwom ® 8137yBnEp 9A1] O 19qunu d8wIaay - 3383 UOTIoNpoldal ss0IH
-s2113uno> Bujdojaadp 103 G/}

pue 0761 ‘0961 Ul Bujpue saBeirear 1wak-aayy L1iensn ‘yiiyq e fuy
-usWII 3371 3o s1ed4 jo Iaqunu aBeiday - (824) Y3I1q 1 Koumidadxs 931y
+8y3111q 3A7] puesnoyl 13d 38e jo
1pa£ U0 IPpUR eIUPJUT JO AYIEIP [wauuy - (noylj) 31wl KITTEII0W JUEIUL
*alRwylss U331 180w I0F G 6] UT BUTpUs BBwidoAP 1BIL-2A1]
puB 061 PUF 0961 U Bupud sefeisas djIaumy3ljas 1evL-udl ‘uoy3eindod 183k
-plu jo puesnoyl 12d SYIEAp EnUUy - IBBI2AwW 'PpUEENOY3 3I9d 93B3 YIwap apald
+33PwW}1S2 JUIIRX 180w 103 GreT U SuTPUD IBeIdAB Iwak-2A13 PUB- (/6T
pue 0961 U Bujpud s3aBeidaw dyiswyljie reak-udl ‘uojjerndod ieak-piw jo
puesnoyl 1ad Sy3liyq IAT[ [ENUUY - 2BEIVA® 'puesnoyl I3d 3led y31jq 3Ipniy
271973818 1BITA

*A{uo puwl [®Inlindjide

103 aaoqe se painduoy - Puwy ->FiBE JO Uy IIenbs 19, I78Usp UOTIB[NA0]
‘eaaw 8101 jo (821w1day Q1) IIIdW

011X saenbs 19d uojiwindod Ieak-PIW - W 2iunbs 1ad - A116U9p UOTIB[NAOJ

“818p G761 PU® /61 ‘0961 'S21PwIisa Ieak-pus oml jo 33eldaw
‘a1qeiyeAw J0u 37 :38373 A(nr jo 8y - (UOYIIIW -iX-piu) uoj3eindog
$573671838 [v3TA puw uojyie[ndog

“vITp GL6T PUZ 0L6T ‘0961
$(878%qQ G/-£/61) SBIIV ueg PIOM 8T POYIdW UOTSIBAUOD 3Iums Aq pa1wIndIed>
‘sa27ad J@xiew Jualand Je sIlwwylse evijded 19d gNo - (SSN) PITded Iad 4Ng

“molle

911 01 10 suapawd uayIITY ¥ 133iew ‘e3IN] wd ‘sdoid 10] Ayiusumuwiad
10 At1aeiodumy pasn walw (eanind1i8e Jo a31BWIIEd IUIIIT ISON - +573%y
*81218M puwiu} pue eaiw pue] Buysiaduwod weie 2083aNS [®IOL - TEIOL
ANEJ Toy3) esdy pueq

SHOLYOIQNI TVIDOS 40 SNOTITNTJAQ

LL61 ‘s Axenuer ‘o8

243 1192 oym 12A0 pue PO SIBIL X}§ sU0BIdd T/ ‘99-9961 ¥/
a1qesodsiq ¥ ‘Auo paxvysiday 3/

¢ §9ATAPIW puP 838iNU Juelisese Fuppnioul Y/
‘pefojduwoun sapniIxa ‘isno pue s1pak ¢ 9/

*913aM pUB pEII uUwd A8yl IBYI HIIEI SNSUID
¢ awoouy
‘zas0 puw iwek g1 23103 ioqel

27

01 13A0 puw ¢G pus g apun E«uﬂdq-ncn 3o o338y —vI\ uONIWOGﬂ OI\ uhwlmoﬁﬂ A\ umﬂuﬂﬂghﬂ uIIIBRI /] BIPNTIXI I\ 0461 ADINNL
‘19497 A1Bpu03g-3s0d ay3 IE UOTIEINPR [EOTUYIBI IPNTSUT YOIyM ‘sTo0yIS IT1qNd  qF £99-9961 9/ oi61 QNVIIVHL
‘¢961 9/ 'g9-.961 9/  0I61 Viam
. . .AMWnuw YIGT) uoy3IeTROTIISW 03 dpy 37 ‘98v1aar Ty
-6961 3/ £13uno> ey3 uy Sujayisead 1iv Jou ‘pazvieySay P/ ‘1L61 97 ‘L6l Q7 <jusukordwsun uadp €/ JALVIEISE INZDA¥ 1SOW
.;wuvnﬁmcum 103 PIRp SIPnioUl 3/ ! (epeas :uo~v|Ma«uu—:uuuqu o1 dn P/ ‘A1anyjoedsar 98p Jo sawak 91~ 01 pue g-g¢ 3/
A1juno> ay3 uy Buyoyiocexd (19 3ou ‘pasvysydey q/ fa2103 10qB] [BICI 03 2IA0 puW §9 PuUR ¢ 29pun uojivindod jo opIEy ﬂﬂ 061
_ . _ *puey £q 31aoduy apnydu; j0u
saop @an81i o/ ‘sploydsnoy 031 i93ea meq Uy te8en3ue] [w201 Aue uy 3371 Aep-£18a@ U0 JUBWIIRIS 3Ioys B SUjpurIeadpun
Y3ra peaz o3 >u«w«n- 9431 ‘i3a0 pur sae’k ¢ W/ ‘(#pea8 yap1) uoliIsINIFazew 03 dn 17 f419aya09dsax 282 jo saeak 91~-0
pue 6= 37 '29-0961 T7 __‘eviavsuede;p Buipniour 7, $89ATMPIW SIPNTOUT ) *£13un0d ay3 uy Buyosraowad ¥ jou
po1931sTley nﬂ %9-£961 3/ 32303 10qR] 1PI03 01 IIA0 puUP (9 pug ¢ Iapun uojrierndod jo ojawy k72 ‘A1eayioedeax
21340 puw 8I03& (Og Pue 8I®IL 65-ST P/ ‘suotB8ax 193ucay Buypnioxz Iy *$9-z961 q/ fysepey3usg 1oy e3wp eUpniaUl / 0961 NYLSINYd

*899001d SIY3I U} peeyR Jeymewos BuTUq AWNINL YI}M UOTIELZTUIDPOW O3 $I}IINQ 19PIN3I[N3 pus [¥jd0s wWEE Ayl jo Auwm yiym ‘spunocifydeq 1eaniyns

pus snoy8ylea Je[jupe vARY UPISTARd Puw LININ] ‘I2A0PION

UaINIIQ PIPWFILT JUIIVY ISCW 103 PUE ‘O/6T PUF §96] UIMMING (L1 203 ‘1961 PUP §§6T UPINIVQ Iwak AUv 03 39391 (96T I0F PIVP ‘peIoU IEFAINYIO

s98ed 4 3o 7 98wg
1 X2NNY

*$9133UNCD Y30q U JeTjus 2q 03 AI9F] eir swviBoid JusugevAut pue uwojlonpoad
IUP1T3I39 AT1EDITOUCOR puR 7EEQ TeINITNOTIBE ‘E9dInOEBI [EINIGU SY) UIUGE usISIYRd 203 LI3uUNOD aF3I22[q0 UW BR PIVVTIE USeq sey Lejanl

-

TSL6T PUS U161
QU

SALON .



ANNEX 1
Page 3 of &4 paged

ECONOMIC DEVELOPMENT DATA
(Amounts in millions of U.S. Dollars)

— . Actual _____ ___Eep, Projectad __ 1974-  1977- 1978~  1983-
Dw 15z D76 B 19 D38 1977 1978 1983 19s 1977 l9y8 1983
At 1976 Prices and Exchange Rates _Average Annual Growth Rates As Percent of GDY
NATIONAL ACCOUNTS
Groas Domestic Product 11925 12749 13083 13684 14792 19309 4.7 8.1 55 59 100.5 1006 100.4
Gaine from Terms of Trade (+) _=436 _+l14 - =62 = - . . - . . . .
Gross Domestic Income T1489 ~ 12863 13083 13622 14697 19238 5.8 7.9 5.5 5.9 1o0.0 100.0 100 0
Imports incl, NFS 2582 2419 2587 2675 2735 3131 1.2 2.2 2.7 4.7 19-6 18.6 16.3
Exports incl. NFS (import capacity) 1125 1254 1432 1420 1378 2332 8.1 11.1 8.1 6.8 10.4 10,7 12.1
Resource Gap 1457 1165 1155 1255 1157 799 4.9 -7.8 -7.1 -2.8 9.2 7.9 4.2
Consumption Expenditures 11489 11899 11965 12339 13434 14063 2.4 8.9 0.9 9.4 90.6 914 3.1
Investment Exp. (incl. stocks) 1672 1911 2273 2600 2362 3082 20.9 «9.2 5.5 7.3 19.1 16.1 16.0
Domestic Savings 668 833 1117 1283 1263 2612 23.3 -1.6 13.8 8.1 9.4 8.6 12.5
National Savings 787 976 1326 1577 1583 2807 26.0 0.4 12.1 6.8 11.6 10.8 14 6
MERCHANDISE TRADE Annual Data at Current Prices __Average Annual Growth Rates ___As Percent of Total
Imports
Capital Goods 579 776 926 1064 1100 1882 22.5 3.4 11.3 1.1 40.2 37.9 41,5
Intermediate Goods (excl. fuels) 446 669 547 726 834 1156 17.6 14.9 6.7 12.0 27.4 28.8 25.5
of which, fertilizers 97 102 58 177 215 45 22.2 21.5 -26.9 - 6.7 7.4 1.0
POL 238 335 359 431 484 778 21.9 12.3 10.0 10.2 16.3 16.7 17.2
Consumption Goods _3s4 2 _507 _428 _482 _qs 3.7 12.6 8.2 14.1 16,2 16,6 15.8
Total Merchandise Imports (c.i.f.) 1647 2322 2339 2649 2900 4531 17.2 9.5 9.3 11.7 100.0 100.0 100.0
Exports
Raw Cotton 38 159 99 18 70 178 -22.0 288.9 20.5 6.9 1.5 5.0 5.8
Cotton Yarn 18% 86 144 226 236 361 7.3 4ot 8.9 13.4 19.0 16.8 11.9
g«;tton Cloth ;{nz 133 130 142 157 294 -0.2 10.6 13.4 13.4 12.0 11,2 9.7
ce 233 250 182 210 460 -5.0 15.4 17.0 9.1 15.3 14.9 15.1
Others 450 367 539 620 735 1750 11,3 18.5 18.9 16.2 _52,2 52,2 _57.5
Total Merchandise Exports (fob) 1026 978 T8 1188 1408 3043 5.0 18.5 16.7 14.1 100.0 100.0 100.0
Merchandise Trade Indices __Average 1976 = 100
Export Price Index 106.9 99.7  100.0 105.4 112.2 162.7 -0.5 6.5 7.7 6.9
Import Price Index 70.8 105.4  100.0 110.2 119.4 168.0 15.9 8.3 7.1 7.0
Terms of Trade 150.9 94.5 100.0 95.6 94,0 96.9 -14,1 -1.7 0.6 -0.1
Export Volume Index 78.6 87.6 100.0 97.8 109.5 162.0 7.6 12.0 8.1 6.8
VALUE ADDED BY SECTOR Annual Data at 1976 Prices and Exchange Rates Average Annual Growth Rates As_Percent of Total
Agriculture 3804 insg 3897 4000 4360 5351 1.7 9.0 4.2 4.2 31.8 3201 30.2
Manufacturing 2824 2806 281 2739 2895 4135 -1.0 5.7 7.4 8.0 21.8 21.3 23.3
Other Sectors 4IB2 5076 SAB.% 4340 R281 6.9 8.6 5.4 5.9 46,4 46,6 46,5
Total 11410 11601 12110 12577 13596 17747 3.3 8.1 5.5 5.9 100.0 100.0 100.0
PUBLIC FINANCE Annual Data at 1976 Prices and Exchange Rates Average Annual Growth Rates As Percent of GDP
(Central Govermment) 1/
Current Receipts 1948 1859 1991 2100 . .. 2.5 .. . . 15.3 v ..
Current Expenditures 2021 2216 2258 2263 . s 3.8 .- . .. 16.5 Iy .
Budgetary Savings - 73 =357 - 267 - 163 v e . . . . -1.2 ‘e .
Other Public Sector .. .o . o . . . .. .. .. . o .
Public Sector Investment 745 1133 1473 1618 . . 29.5 .. . . 11.8 N
CURRENT EXPENDITURE DETAILS Actual Data DETAIL ON PUBLIC SECTOR At_197f¢ Prices and Exchange Rates %_of Total
(As % Total Current Expend.) 1974 1975 197¢ 1977 INVESTMENT PROGRAM 1974 1975 1976 1977 1974-77
) Education 6.3 7.0 8.1 8.9 Social Sectors 127 187 278 264 A
Other Social Services 20.5 18.7 12.2 10.6 Agriculture 2/ 235 295 324 315 23.8
Agriculture 3.2 3.3 4.1 4.0 Industry & Mining 105 196 277 495 21-9
Other Economic Services 3.6 3.2 3.0 3.3 Power 107 157 234 223 4.7
Defense 38.0 39,7 40.0 39.1 Transp. & Communications 149 221 252 262 18.09
Administration 8.5 7.5 7.9 8.5 Other 22 bl 45 59 4.1
Other 3/ 19.9 20.6 24.7 25.6 Total Expenditures 745 1133 1410 1618 100.0
Total Current Expenditures 100.0 100.0 100.0 100.0
FINANCING
Public Sector Savings 4/ - 16 -107 56 154 -1.8
Domestic Borrowing 298 333 383 254 25.8
Foreign Borrowing 463 907 __972  _1210 12,6
Total Financing 745 1133 14610 1618 100.0

Note: All years given in this table refer to the Pakistani fiecal year July 1 - June 30. The fiscal year is identified by the calendar year in which it ends.

1/ Congolidated federal and provincial govermment.

2/ Including expenditure on the Tarbela Dam project.

3/ Includes interest payments.

4/ Adjusted for investment in current budget, transfers of surpluses and self-financing by public sector.

South Asia Department
February 9, 1977
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PAKISTAN BALANCE OF PAYMENT, EXTERKAL ASSISTANCE AND DE

Tamovn In willions of Li} 5 30“ At cur: t pri )] Avg. Annual
Actuad! Eatinated Pto!-:nd Growth Rate

SUMMARY BALANCE OF PAYMENTS

A e

1,432 & n 2,086 2 2,873 3,319 17.3
Exporta {incl. ¥T8) 1,05 122; ;:if 2,587 Ysay s 3,585 3,921 41246 4,703 9.3
Imports ncl. A - 1 -1,
Resource Balance (X-H) -191 =y T, 7% -ILT% -1 1,558 1,559 T, .
B - =198 -232 -260 -283 25.0
Interest (net) (aet) -84 ~80 ‘92 ;: fgf 3;‘ 32 Za2 47 _
Direct Investment Income (nel - - 4 s0 935 16.0
Workers! Remittance (gross) 145 150 229 Mg Sl.; 6(3; 7-3 8-3 s 6
Other Factor Services (net) .ee ses - - o )
Current Tranefers (net) e o2 IT] kT =% L] = 558 o7 -7.0
Salence on Current Accounts 15 R v i ol S LY L]
Private Direct Investment (net)} . . - 41 45 50 gg 188 1:8 18(3) 10.2
1 -
Ooffictal Capital Grants (net) 46 91 140 120 100 100
Public MSLT Loans 4 980 1,016 1,056 1,064 1,123 .
Disbur eemente 1/ e 106 Bt et s 247 I35 39 '377 2403
Re; nte - - = = 7% 533 71 7 €87 70
Fet Dy ohues semente T KN 58% 836 7 73
Other MSLT Loans 288 n? 350 233 89 - A
Disbursements -6 o 5 A b ~18
Repayments 787 }T;' T ki1l w _s'
Net Disbursements -1
44 263 -
Capital Transactions n.e ady
Change in Net Reservee (-Incresse) 202 23 -119 -130
Actual Estimated
GRANT AND LOAN COMMITMENTS B2 1972773 1973/74 1574/75
DEST AND DEBT SERVICE N
Offfcial Grants & Grant-like Loans 29 30 116 82 Public Debt Outs. & Disbursed 4,666% 5,082/ 6,057 6,888
Interest on Public Debt §/ 48 84 81 105
Pablic MSLT Losns Payments on Public Debt 5/ 75 114 104 166
IBRD - 60 60 50 Total Public Debt Service 123 198 185 249
IDA 95 53 82 50 Other Debt Service (net) . . .. .
Other Multi-lateral 39 82 n 11% Total Debt Service (net) 123 198 185 249
Governments 3/ 555 1,064 856 597
:“PP“;": v f 13 9 - Burden on Export Earnings ¥
Financtal Inscitutions N 57 12 - Public Debt Sarvice 158 18.9 13.6 16.8
Public Loans m.e i. . - . - Total Debt Service . .. .. ..
Total Public MSLT Loans Fia~ 1'—3;9— 1,266 ~Be TIPS + Direct Inveat, Inc. 18.6 20.7 15.8 19.1
Actual Debt Outstanding on December 31, 1975 Average Terms of Public Debt
Disbursed Only Percent Int. ae % Prior Year DO&D 1.0 1.8 16 1.7
EXTERNAL DEBT Amort. aa % Prior Year DO&D 1.6 2.4 2.0 2.4
IBRD 283 6 IBRD Debt Outs. & Disbursed 405 & 73 & 405 440
DA 484 9 IBRD os % Public Debt O&D 8.7 7.3 6.7 6.4
Other Mulri-lateral 102 2 IBRD Debt Service 47,0 54.3 52.5 44,4
Governments 4,000 78 IBRD as % Public Debr Service 38.2 27.4 28 4 17.8
Suppliers 127 2 " o
Financial Institutions 100 - 2 1DA Debt Outs & Disbursed 522 ~ 544 = 558 638
Bonds - - IDA as % Public Debt 0&D 11.2 10,7 9.2 93
Public Debts n.e.i. - - 1DA Debt Service 2.3 4.4 4.2 5.7
Total Public MALT Debt 5,096 100 IDA a3 % Public Debt Service 1.9 2.2 2,3 2.3
Other M&LT Debts .. .
Short-term Debt (disb. only) . :
not agplicable staff estimate
not available nil or negligible -
not available separately but included in total less than half the smallest unit shown

The figures for 1975/76 - 1977/78 include imputed disbursemente on sccount of debt relief already agreed wich the Pakistan Aid Consortium.
Including errors and omissions,

Including comnitments wade for debt rcuef= figures for 1975/6 estimated.

Including "Bangladesh” debt subsequencly transferred or cancelled,

Ret of debt relief,

Burden on earnings from exports including NFS and workers' remittances.

19wl e utro]—
IR

South Asia Department
February 9, 1977
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STATUS OF BANK GROUP OPERATIONS IN PAKISTAN

A. STATEMENT OF BANK LOANS AND IDA CREDITS
(as of December 31, 1976)

Loan or US$ Million
Credit Amount (less cancellations)
Number Year Borrower Purpose Bank IDA Undisbursed
Sixty-five loans and credits
fully disbursed /a 515.5 367.8
50 1964 Pakistan Education - 8.5 0.3
590 1969 PICIC Industrial
Development 22,0 — 0.7
(PICIC)
621 1969 Pakistan Railways 14.5 - 2.1
177 1970 Pakistan Industrial
Development
(1IDBP) - 18.7 1.0
206 1970 Pakistan Engineering
Education - 4.0 1.4
213 1970 Pakistan Power
Distribution - 23.0 3.9
422 1973 Pakistan Karachi Port III - 18.0 5.6
961 1974 Pakistan Industrial
Investment 25.0 - 6.7
466 1974 Pakistan Flood Rehab-
ilitation - 35.0 1.2
988 1974 Pakarab Multan
Fertilizer Fertilizer 35.0 - 6.9
492 1974 Pakistan Karachi Port IV - 16.0 15.0
510 1974 Pakistan Telecommuni-
cations III - 36.0 21.8
1107 1975 SNGPL Gas Pipeline IV 60.0 - 29.9
546 1975 Pakistan Industrial
Development
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Page 2 of 8
Loan or US$ Million
Credit Amount (less cancellations)
Number Year Borrower Purpose Bank IDA Undisbursed
1208 1976 Pakistan Power Trans-—
mission 50.0 - 49.7
620 1976 Pakistan Seeds 23.0 23.0
629 1976  Pakistan Program Credit 50.0 30.3
1326 1976 PICIC Industrial
Development 25.0 25.0
630 1976 Pakistan Lahore Water II 26.6 26.6
648 1976 Pakistan /b Irrigation and
Drainage (14.0) (14.0)
TOTAL 747.0 656.6
of which has been repaid 306.0 11.6
TOTAL now outstanding 441.0 645.0
Amount sold 22.3
of which has been repaid 22.3 0.0 —
Total now held by Bank
and IDA /¢ 441.0 645.0
- Total Undisbursed 120.9 150.8 271.7

/a  Excludes the disbursed portion of loans and credits wholly or partly
for projects in the former East Pakistan which have now been taken
over by Bangladesh.

/b Not yet effective and not included in totals.

S~
0

Prior to exchange adjustments.



ANNEX 11
Page 3 of 8

B. STATEMENT OF IFC INVESTMENTS (as of December 31, 1976)

Year

1958
1959
1962
1965
1963-
1969-
1975

1965

1965

1967-
1976

1969

1969

Obligor Type of Business

Steel Corp. of Pak.
Ltd Rolled Steel Products

Adamjee Industries
Ltd Textlles

Gharibwal cement
Industries Ltd

Development
PICIC Financing
Crescent Jute
Products Textiles
Packages Ltd Paper Products
Pakistan Paper
Corp. Ltd Paper
Dawood Hercules
Chemicals Ltd. Fertilizers
Karnaphuli Paper
Mills Ltd Pulp and Paper

Total Gross Commitments

Less: Cancellations, Terminations
Repayments and Sales

Total Commitments Now Held by IFC

Undisbursed

Amount in US$ Million
Loan Equity Total

0.63 - 0.63
0.75 - 0.75
5.25 0.42 5.67
- 0.52 0.52
1.95 - 1.95
2.31. 0.84 3.15
5.38 2.02 7.40
1.00 2.92 3.92
5.60 0.63 6.23
22.87 7.35 30.22
17.37 0.90 18.27
5.50 6.45 11.95
.05 - .05
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C. PROJECTS IN EXECUTION 1/

Loan No. 548 Tarbela Dam: US$25.0 Million Loan of July 10, 1968;
Effective Date: August 2, 1968; Closing Date: Dec-
ember 31, 1977

The Loan is intended for residual financing, and disbursements
began in March 1975. On September 29, 1973, the Indus River was diverted
through tunnels on schedule to enable the final stage -~ the construction
of the closure section of the dam -- to be undertaken. By June 30, 1974,
the main embankment had been completed to full height, and the first
impoundment began on schedule in July 1974. 1In early August, difficulties
were encountered in the operation of the tunnel gates and damage to one
of the tunnels necessitated the emptying of the reservoir, in the course
of which further damage was incurred. A program of remedial works is
nearing completion. Agreement was reached with the parties to the Indus
Basin and Tarbela Development Fund Agreements whereby special contributions
were made by a number of the parties and IDA (Credit 581-PAK) to help meet
the costs of the repairs and additional remedial works. Meanwhile, the
reservolr was filled to within 20 ft. of the maximum pool level in the sum-
mer of 1975 and irrigation releases have been made through the Service and
Auxiliary Spillways. In the course of tests to the stilling basins further
damage was incurred in April 1976. Investigations of the causes of the dam-
age and a program of remedial measures are being prepared.

Loan No. 590 Development Finance Company ~ PICIC: US$40.0 Million
Loan of March 21, 1969; Effective Date: May 21, 1969;
Closing Date: September 30, 1976

This Loan has been fully committed. The original Closing Date
of March 31, 1974 was postponed first to September 30, 1975 and then to
September 30, 1976, the current date, to enable disbursements to be made
for the last sub-project. Less than $1 million remains to be disbursed.

Loan No. 621 Railways: USS$14.,5 Million Loan of June 26, 1969; Effect-—
ive Date: August 28, 1969; Closing Date: June 30, 1978

About 80% of the Loan has been committed, and it is anticipated
that the project will be virtually complete by June 1977, To provide for

1/ These notes are designed to inform the Executive Directors regarding
the progress of projects in execution, and in particular to report
any problems which are being encountered, and the action being taken
to remedy them. They should be read in this sense, and with the
understanding that they do not purport to present a balanced evalua-
tion of strengths and weaknesses in project execution.
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reimbursement of commissioning expenses during the following year, however,
the Closing Date, formerly December 31, 1975, has been extended to June 30,
1978. The main outstanding item 1is construction of the first stage of a
new marshalling yard at Pipri, near Karachi. The location of this yard
was changed twice following protracted investigations and negotiations bet-
ween various agencles and planning authorities. Consultants have modified
the design of the yard for the new location, selected to reconcile urban
planning and railway marshalling objectives, and construction is underway.
While progress on improvements to the main line, which will permit removal
of speed restrictions has been rather slow, a new timetable for passenger
and goods trains was introduced in November 1975. This should help to
improve utilization of motive power and rolling stock, especially freight
wagons, eventually producing large cost savings.

Credit No. 177 Development Finance Company - IDBP: US$20.0 Million
Credit of February 11, 1970; Effective Date: June 25,
1970; Closing Date: December 31, 1977

Amendments to the Credit Documents became effective on April 25,
1974. These enabled IDBP to resume utilizing IDA funds to finance Pakistan
industry without bearing the financial risk, pending settlement of its lia-
bilities with respect to projects it had financed in Bangladesh, The original
Closing Date of December 31, 1974 was then postponed to December 31, 1977.
The Credit has been fully allocated by IDA and only $l.l1 million remained
undisbursed as of August 13, 1976. The Bangladesh liabilities issue is no
longer a problem. The major problem remaining is the large arrears in IDBP’s
portfolio and its consequent effect on liquidity. The liquidity problem has
been eased with Government assistance but the long-term portfolio prospects
will depend mainly on developments in the textile sector which accounts for
a large portion of IDBP’s outstandings.

Credit No. 206 Engineering Education: US$4.0 Million Credit of
June 29, 1970; Effective Date: July 14, 1971; Closing
Date: December 31, 1976

The project is now about 24 months behind schedule. The physical
facilities of the project are expected to be complete by the Closing Date
(December 1976), except for about 15% of the equipment purchases, which are
linked to the Technical Assistance program. This program will require at
least two years extension of the Closing Date because of delayed recruitment
of experts. Progress in staff development is unsatisfactory, mainly because
of low staff salaries, but these have recently been improved. Suggestions
for improvement have been made to the Borrower. Project costs on civil works
are expected to exceed the appraisal estimates by 85% in rupee terms, but
total project costs are unlikely to exceed the appraisal estimate of US$6.3
million due to the 1972 devaluation of the rupee. Disbursement remains slow
but is expected to improve with the completion of the physical facilities.
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Credit No. 213 Power Transmission and Distribution: US$23.0 Million
Credit of August 13, 1970; Effective Date: December 11,
1970; Closing Date: June 30, 1977

Since the extension of the Closing Date to June 30, 1977, project
implementation has been improving. As consultant services will terminate on
September 30, 1976, WAPDA will continue supervision of construction until the
project is completed.

Credit No. 422-PAK Third Karachi Port: US$18.0 Million Credit of July 19,
1973; Effective Date: December l4, 1973; Closing
Date: June 30, 1979

Work has commenced on both the Juna Bunder shipping berths and
Napier Mole Bridge sites., Some contractor organizational and technical prob-
lems have delayed commencement of the permanent works at Juna Bunder.
Work is now due to start on the south abutment of the new bridge. Per-
manent way materials and water pipes and fittings are being supplied and
50% have been received to date., Supervisory and study arrangements are
being finalized. Over 90% of the Credit allocation has been committed and
59% of the Credit disbursed.

Credit No. 492-PAK Fourth Karachi Port: USS$16.0 Million Credit of July 8,
1974; Effective Date: September 18, 1974; Closing
Date: December 31, 1979

The two lowest bids for construction of the o0il berth were reviewed
in detail by KPT and, since the lowest bidder refused to delete numerous
conditions from the bid, an acceptable contract was negotiated with the
next lowest and signed by KPT in June 1976. The foreign exchange component
of the bid was twice that included in the appraisal estimates. Consultants
have not yet been formally appointed by KPT for preparing contract documents
for dredging works and dredger procurement. The implementation of oil berth
construction is now some 23 months behind the program prepared at the time
of appraisal, No disbursement from the Credit has been made to date.

Loan No. 961 Industrial Investment: US$25.0 Million Loan of
January 31, 1974; Effective Date: April 3, 1974;
Closing Date: June 30, 1978

The Loan was made to the Government to be administered by PICIC
rather than directly to PICIC pending settlement of PICIC’s foreign cur-
rency liabilities with respect to projects it had financed in Bangladesh.
This problem has been solved. PICIC’s major problem is a substantial volume
of arrears which has accummulated as a result of the difficulties of the
private sector over the last few years, particularly textiles. PICIC, in
cooperation with GOP, have undertaken a number of remedial measures and the
situation is now improving. The loan has been fully committed and disburse-
ments amounted to $15.8 million on August 13, 1976. A new loan is under
consideration.
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Credit No. 466 Flood Rehabilitation: US$35.0 Million Credit of
January 31, 1974; Effective Date: April 3, 1974;
Closing Date: December 31, 1976

The general imports and civil works categories of this credit have
been fully disbursed. The original Closing Date of June 30, 1975 has been
further postponed to December 31, 1976, to permit completion of procurement
of specialized spare parts for the repair of construction and farm machinery.

Loan No. 988 Multan Fertilizer: US$35.0 Million Loan of May 24,
1974; Effective Date: July 30, 1974; Closing Date:
June 30, 1977

The project is proceeding satisfactorily. Work on major offsites
such as roads, railroad tracks and utilities is complete and plant construc-
tion is proceeding vigorously. Staff recruitment and training is increasing
steadily. The most likely potential problem appears to be the late delivery
of a few critical items such as heat exchangers and boilers, which could delay
startup by several months,

Credit No. 510 Third Telecommunications: US$36.0 Million Credit of
September 12, 1974; Effective Date: OQOctober 25, 1974;
Closing Date: December 31, 1978

The project covered by this Credit is proceeding satisfactorily
though somewhat behind schedule. Procurement action for all the main equip-
ment items is well advanced. T&T was required under Credit Agreements of
145-PAK and of 510-PAK to be reorganized to function more effectively along
commercial lines and to be given a greater degree of autonomy. This
reorganization has not yet been effected. However, a Government-appointed
Committee recently made suitable recommendations which if accepted will meet
the Association’s requirements. Government approval at Cabinet level is
expected shortly.

Credit No. 546 National Development Finance Corporation (NDFC): US$$30.0
Million Credit of May 15, 1975: Effective Date: July 17,
1975; Closing Date: September 30, 1979

During 1975, the National Development Finance Corporation (NDFC)
rapidly expanded its level of business with cumulative loan approvals total-
ling Rs 670 million and has forecast further expansion during the calendar
year 1976, To meet the new levels of business, NDFC has substantially in-
creased both its domestic currency resource position and its professional
staffing., NDFC forecast that the IDA credit will be fully allocated by mid
1977 and disbursed by December 1978. As at August 13, 1976, US$20.3 million
of the credit had been committed and US$2.5 million disbursed.
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Loan No. 1107 ' Fourth Sui Northern Gas: US$60.0 Million Loan of
May 15, 1975; Effective Date: July 5, 1975; Closing
Date: December 31, 1979

Pipeline construction work is proceeding on schedule but installa-
tion of the two purification and dehydration banks will be delayed beyond
the planned date of June 1977 because of delays in preparing tender docu-
ments and evaluating bids. One of the banks should be installed by
December 1977 and contingency plans have been made for the winter season
1977/78. Costs of pipe and other equipment have been less than estimated

in the appraisal report.

Loan No. 1208T Power Transmission: US$50.0 Million Loan of
February 18, 1976; Effective Date: April 30, 1976;
Closing Date: December 31, 1980.

This loan was made effective in April 30, 1976 and engineering
consultants have been engaged.

Credit No. 620 Seed Project: US$23.0 Million Credit of March 29, 1976;
Effective Date: November 29, 1976; Closing Date:
December 31, 1980

This credit became effective on November 29, 1976. The project
represents the first phase in the development of a modern seed industry in
Pakistan involving research, variety release, seed multiplication, processing,
certification, storage and marketing. Commercial scale operations will cover
cotton, wheat, rice and maize with lesser quantities of pulses, oilseeds and
fodder, all totalling more than 100,000 tons of seed per annum at full pro-
duction. Pilot scale operations which include potato and vegetable seed
trials will lead to further expansion and diversification of the seed indus-
try. Consultants have been appointed to assist in project implementation
and to work with the National Seed Certification Agency, Provincial Depart-
ments of Agriculture and the Punjab and Sind Seed Corporations.

Credit No. 629 Program Credit; US$50.0 Million Credit of June 2, 1976;
Effective Date: July 8, 1976; Closing Date:
September 30, 1977

Credit No. 630 Second Lahore Water Supply, Sewerage and Drainage;
US$26.6 Million Credit of June 8, 1976; Effective Date:
September 21, 1977; Closing Date: December 31, 1980

Credit No. 648 Khairpur Tile Drainage and Irrigated Farming Development
Project; US$14.0 Million Credit of July 22, 1976;
Closing Date: July 31, 1982:

This credit is not yet effective.

Loan No. 1326 Development Finance Company - PICIC: US$25.0 million
Loan of September 29, 1976; Effective Date:
November 29, 1976; Closing Date: December 31, 1980:




Borrower:
Beneficiary:

Amount:

Terms:

Relending Terms:

Project Description:
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PAKISTAN

Tenth Railways Project

Loan, Credit & Project Summary

Islamic Republic of Pakistan
Pakistan Railways (PR)

Loan - US$35 million

Credit - US$25 million

Loan - 20 years, including 4-1/2 years’
grace, at 8.5% p.a.

Credit - Standard

Proceeds of the loan and credit will be
on-lent to PR on terms equivalent to those
of the Bank loan. Funds used to finance
replacement investment will be repaid by
PR. Funds used to finance additions will
be treated as an increase in capital-at-
charge.

The project consists primarily of a two-year
slice of PR’s FY77-81 Investment Plan and
includes: track, rail and sleeper renewal;
civil works; line capacity works; terminal,
workshop and marshalling yard facilities;
locomotive reengining; manufacture of coaches
and conversion of wagons. In addition, the
project will provide for a telecommunications
and related signalling scheme, imported spare
parts for diesel locomotives and technical
assistance and training.



Estimated Cost:

New line construction
Track rehabilitation
Bridge & other civil works

Marshalling yards, terminal

facilities & line capacity

works

Telecommunications
& signalling

Motive power & rolling stock

Workshop & depot facilities

Technical assistance
& training

Diesel locomotive spares
Contingencies
Total

Financing Plan:

Bank
IDA
Bilateral Sources
GOP (including PR)

Estimated Disbursements:

Annual
Cunmulative

ANNEX IIT
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Loan/Credit
Foreign Local Total Allocation
——————————— (US$ million)======—==——-
- 5.2 5.2 -
35.0 16.5 51.5 13.9
3-2 1308 17-0 -
6-9 1400 20.9 -
16.0 21.6 37.6 13.8
18.2 33.9 52.1 14.1
4.7 6.0 10.7 3.7
100 - luO 1-0
5.0 - 5.0 5.0
19.0 27.0 46.0 8.5
109.0 138.0 247.0 60.0
Foreign Costs Local Costs
($ million) ($ million)
35.00 -
25.00 -
49.00 -
- 138.00
109.00 138.00
Fiscal Years
(USS$ million)
1978 1979 1980 1981
13.3 30.2 14.6 1.9
13.3 43.5 58.1 60.0



Procurement Arrangements:

Technical Assistance:

Rate of Return:

Appraisal Report:

ANNEX III
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All equipment financed under the loan/credit
will be procured by PR under international
competitive bidding in accordance with World
Bank Guidelines, except for certainm critical
spare parts for diesel locomotives (US$5 mil-
lion). The diesel spare parts will be pur-
chased from established spare parts suppliers.
However, certain critical spare parts may be
purchased on the basis of quotations from
original locomotive manufacturers.

The loan/credit will provide US$1 mil-
lion for technical assistance and staff
training for:

- telecommunications and related
signalling schemes; and

- other areas, including freight-
train operations, locomotive
maintenance and accounting
modernization.

24% (Economic)

No. 1283a-PAK, February 10, 1977
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PAKISTAN — TENTH RAILWAY PROJECT

SUPPLEMENTARY PROJECT DATA SHEET

Section I Timetable of Key Events

(a) Time taken by the country to prepare the project

The project emerged from PR’s on-going investment plan
and, in particular, from the preparation of its compo-
nent of Pakistan’s fifth Five-Year Plan. Project pre-
paration cannot, therefore, be meaningfully distinguished
from PR’s other forward planning activities.

(b) The agency which has prepared the proiject

Pakistan Railways.

(c) Date of first presentation to the Bank and date of the
first mission to consider the project

The Ministry of Railways prepared a formal application
in December 1974 which was received in the Bank the
following February. In March 1975, a Bank mission to
Pakistan discussed the application.

(d) Date of departure of appraisal mission

June 1, 1976.

(e) Date of completion of negotiations

December 23, 1976.

(f) Planned date of effectiveness

About April 30, 1977.

Section II Special Bank Implementation Actions

The Bank will collaborate closely with PR in achieving effective,
timely procurement -- particularly with respect to the spare parts and
telecommunications equipment to be financed under the Loan/Credit. The
Bank will also assist PR in identifying particular training needs and areas
in which outside technical assistance appears desirable.
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Section III Special Conditions

(a) GOP not to allow the execution of certain additional

works outside PR’s Investment Plan to interfere with
implementation of the Investment Plan (paragraph 22).

(b) PR to adopt an Action Plan for the improvement of
railway operations. This Plan of Action would include,
inter alia, rationalization of passenger services;
improvement in freight-train operations; strengthening
maintenance procedures for diesel locomotives; and
reduction in PR staff (paragrap 29).

(c) PR to earn revenues sufficient to cover all operating
expenses and debt service obligation in FY78, and
thereafter to provide surpluses which by FY82 would
be equivalent to the prescribed dividend on capital-
at-charge (paragraph 36).

(d) PR to complete a revaluation of its fixed assets by
July 1, 1977, and within one year thereafter to provide
for an adequate annual depreciation charge based upon
revalued assets (paragraph 36).
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