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Project development objective Ref. PAD I1.C., Technical Annex 3
The Project’s development objectives are to improve access and equity, and the quality and
relevance of education in Punjab.

Project description: Ref. PAD IL.D., Technical Annex 4

The Project will support the Punjab Education Sector Reform Program (PESRP) which aims to: (i)
enhance fiscal sustainability and the effectiveness of public expenditures including in education; (ii)
enhance the quality of school education; (iii) improve and expand access through improvements in
school participation and completion rates and reduction in gender and regional disparities; and (iv)
strengthen school management and governance in the education sector. The Project has two
components: (i) Component 1 - Program Financing: This component accounts for the large part of
the total financing provided by the Bank and Development Partners. This component includes the
four pillars of PESRP mentioned above that together help contribute to the project development
objectives; and (ii) Component 2 — Technical Assistance: This will provide support to strengthen
existing capacities for implementation and monitoring of the sector program.

Which safeguard policies are triggered, if any? Ref. PAD IV.F., Technical Annex 10
Environmental Assessment (OP/BP 4.01)

Significant, non-standard conditions, if any, for: Ref. PAD IILF.

Board presentation: NIL
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Covenants applicable to project implementation:

Implementation Covenants

* GoPunjab will establish and maintain, throughout the period of implementation of the Project, a
Provincial Steering Committee, a Program Monitoring and Implementation Unit, a Quality

Coordination Committee, and District Steering Committees in all provincial districts.
* On-lending arrangements: GOP shall make the proceeds of the Credit available to GoPunjab in
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accordance with the provisions of the Financing Agreement and GOP on-lending policies and
budgetary procedures, under the same term of reference and conditions agreed between IDA and
GOP in the Financing Agreement.

GOP and GoPunjab shall ensure that the Project will be implemented pursuant to the
Environmental and Social Management Framework and that no activities will be carried out that
might involve land taking or the acquisition of land without the prior approval of the
Association. Notwithstanding the forgoing, if land acquisition were required for Project
activities, GoPunjab will consult with the Association and acquire such land pursuant to the Land
Acquisition Act (with the exception of clause 17(4) —urgency/emergency clause) or as donation
or bequeath.

GoPunjab shall produce interim-unaudited financial reports of the project on semi-annual basis
to support disbursements for eligible expenditures under the Credit.

GoPunjab shall produce quarterly budget execution reports for the entire education sector for
monitoring purposes.

GoPunjab shall maintain a publicly accessible website showing procurement activities.

GoPunjab shall hold at least two Department Accounts Committee meetings at the district level
in each district per fiscal year, by March 2010 for FY08’s advance audit paras, March 2011 for
FY09’s advance audit paras, and March 2012 for FY10’s advance audit paras.

GoPunjab shall prepare, notify and disseminate a design and execution manual for school
construction by May 31, 2010

GoPunjab shall continue implementation of the Continuous Professional Development (CPD)
program in the 12 districts where the program is ongoing and expand the program to all 35
districts by March 2011

GoPunjab shall establish an autonomous provincial accreditation board for teachers by March
2012.

By no later than May 31, 2010, prepare financial management and procurement guidelines to be
disseminated among School Councils to be applied in the implementation of school development
plans.

Disbursement Conditions

Retroactive financing up to US$70 million (equivalent to 20% of the proceeds of the Credit), as
of 12 months prior to Credit signing.

Disbursement of the proceeds of the Credit for Component 1 of the Project (i.e. the non TA
component) will be done semi-annually on the basis on fulfillment of at least 80% of the DLIs as
defined in Annex 3 to the PAD (Schedule 5 to the Financing Agreement). DLIs will be
monetized equally and the authorized amounts for each disbursement will be the sum of the
achieved DLIs multiplied by the unitary DLI price. Any unmet DLIs will be rolled over to the
following year’s DLIs for the purpose of computing 80% number of DLIs.
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L STRATEGIC CONTEXT AND RATIONALE
A. Country and Provincial Context and Sector Issues

1. Pakistan, with a population of 165 million and a per capita GNP of $878 in 2006/07,
experienced impressive economic growth in the first half of the decade. From the beginning of
2000 to the first half of 2007, the economy grew at an average rate of about 7.3 percent annually,
with inflation continuing to be moderate (5.5 percent per annum). This was in stark contrast to
the slow progress made during the 1990s, when economic slowdown led to sharp increases in
poverty and stagnation in social indicators. This turnaround in the economy was partly an
outcome of wide-ranging reforms that the Government initiated under its Poverty Reduction
Strategy' and was in line with the robust growth trends in the region. However, owing to recent
external and internal shocks, economic growth has slowed down to below 4 percent.

2. Pakistan’s progress in improving its human development indicators has been relatively
uneven. While there have been efforts in recent years to strengthen education service delivery,
Pakistan is still off track in meeting the education Millennium Development Goals (MDGs) for
2015 which are universal primary completion and gender parity in enrollments. Although there
have been recent improvements in enrollments, the pace of increase in primary participation and
completion rates makes it unlikely for Pakistan to achieve the MDG targets relating to
completion. Transition rates to higher levels of education are stagnant with secondary net
enrollment rates (NER) at about 26 percent in 2005/06 and 2006/07. However, gender parity in
primary and secondary levels is improving, and with continued focus on girls’ education,
Pakistan is likely to achieve its gender parity targets. Literacy rates remain low with only 55
percent of population ten years and older literate, and rural female literacy at 30 percent.
Although there are positive trends in primary enrollment and gender parity trends, the quality of
learning remains persistently low across Pakistan, as evidenced by findings of the National
Education Assessments System (NEAS).

3. While Pakistan’s public expenditure on education has increased 3.2 times during this
period, increasing at 18.2 percent annually over the last eight years, expenditure as a
percentage of GDP is extremely low. Although it has grown from about 1.3 percent of GDP in
2000/01 to about 1.8 percent in 2007/08, it is extremely low in absolute terms or relative to
international comparators.

4. Punjab, with a population of approximately 100 million, has had remarkable economic
performance over the last decade. Compared with the national average growth of 7.3 percent
per annum, Punjab’s economy grew at an annual rate of 7.6 percent between 2002/03 and
2006/07. As such, Punjab’s share in the national economy increased to 59 percent in 2006/07.

5. While Punjab’s fiscal situation has shown improvement mainly due to prudent
management of finances by the Government over the past decade, there are some worrying
trends. While the provincial fiscal deficit at 1.3 percent of provincial GDP was significantly
lower that the budget target and less than half of the 2006/07 level, the overall revenue of the

' For details, see the 2003 Poverty Reduction Strategy Paper, “Accelerating Growth and Reducing Poverty, The Road Ahead.”
Ministry of Finance, Government of Pakistan; December 2003.



province fell short by 14 percent. Federal revenue transfers also fell short by 6 percent. The
provincial government has presented a more realistic budget for 2008/09 on the basis of
conservative estimates of federal revenue collection, better managed expenditures, and is
developing a Medium Term Fiscal Framework (MTFF) to instill a longer term perspective in
planning. While these measures are helping the province control the fiscal deficit, this trend will
need to be monitored so that it does not have a negative impact on delivery of public services.
Provisional data on budget implementation shows a shortfall of 28 percent in education sector
expenditure at the district level, mainly in the development budget. A large factor in these low
levels of expenditures is weak capacity for implementation (particularly civil works). This
analysis of expenditure trends is being followed up by the provincial government, and with
careful monitoring and implementation oversight by government it is likely to see an
improvement.

6. The Government of Punjab has been implementing a comprehensive Punjab Education
Sector Reform Program (PESRP) since 2003. Under this holistic program which is based on a
framework of sector-wide reforms, several supply side interventions (missing facilities, need-
based teacher recruitment, school up-gradation) and demand-side measures (free textbooks,
female stipends®, subsidies to low fee private schools®) were taken to attract children to school.
These were accompanied by institutional reforms for improving quality and governance (such as
strengthening teacher professional development, capacity building of School Councils).
Fiduciary reforms to improve financial management (FM) and procurement systems and
practices were a key aspect of the PESRP, and underpinned the sector reforms. Apart from
enrollment gains, key outcomes of PESRP have included fundamental shifts in all key aspects of
education sector governance. The following box presents a summary of the systemic
improvements in sector governance. Together, these reforms provide the foundation and
enabling conditions for improving the quality of education and student learning.

Box 1: Systemic Governance Reforms in the Education Sector as Outcomes of the First Phase of PESRP

Teacher recruitment and placement: The Punjab Government has made a major policy shift towards hiring of new
teachers on merit-based, need-based, school-specific contracts with preference to local candidates and females. All
teacher recruitment is being undertaken transparently using MIS data and related needs analysis based on school
student-teacher ratios. This has had a major impact on ensuring that teachers with the right qualifications are hired
and reducing chronic teacher absenteeism down from about 40 percent in 2005 to 15 percent in 2007 based on the
Performance Monitoring undertaken by District Monitoring Officers.

Competitive textbook printing, publishing and authorship have been instituted in the province resulting in
improved quality of textbook production. Textbooks coming up for renewal under the new curriculum guidelines
are being authored and developed through an open competitive process. Punjab’s pioneering efforts in this area
have influenced the National Textbook Policy of Pakistan.

Public Financing of Private Schools: Recognizing the contribution of the large low cost private sector as a means
to filling the access gap, the Punjab Government launched a major program to provide public financing to low cost
private schools. The Punjab Education Foundation (PEF) was restructured as an autonomous but publicly funded
institution to support low cost private schools through which now almost half a million children are benefiting.

2 Chaudhury, N., Parajuli, D. (2006). Conditional Cash Transfer and Female Schooling: Impact of the Female School Stipend

Program on Public School Enrollments in Punjab, Pakistan, Impact Evaluation Series No. 9; Research Working Paper No.
WPS 4102; Impact Evaluation — Population Council

Barrera, F., and Raju, D. (2008). Evaluating a test-based public subsidy program for low-cost private schools: Regression-
discontinuity evidence from Pakistan. Unpublished manuscript. Full impact evaluation underway.
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Independent Information on Student Learning: A major reform for measurement of quality of learning is the
establishment of an independent Punjab Examination Commission (PEC) for universal examinations for Grades 5
and 8. This has emerged as a core reform as it has strong linkages with content and quality of teaching. Examination
data is already being used to establish district ranking in quality and will be used to provide performance-based
incentives to the highest performing schools and additional support to the lowest performing schools and districts.

The monitoring and information management system and implementation mechanisms set up under the PESRP
are considered a flagship not only in Punjab but also in the rest of Pakistan. The system has provided the basis for
streamlined delivery of all inputs (improving controls to prevent leakage and reduce corruption), and ensured
policymakers can make informed, transparent and need-based decisions. The internal departmental monitoring
systems are further supported by an institutionalized third party monitoring system outside of the department. This
is also supported by periodic third party validations. Performance monitoring is conducted against program
indicators and is derived from monthly reports emanating from school-specific visits.

7. Despite enrollment gains, about 38 percent of Punjab’s primary school-going age children
remain out of school, and middle and secondary level participation has shown little
improvement. Learning outcomes remain low at all levels of education, and there is weak
accountability and governance. The following summarizes the challenges in these three areas.

8. Since 2001, Punjab has taken the lead among other provinces with regard to improving
access, but large gaps remain. Punjab’s primary NER has increased from 45 percent in 2001/02
to 62 percent in 2006/07, and while above the national average of 49 percent, it is far below that
of comparable areas in the region. There have been improvements in female primary NER
during the same period from 43 to 59 percent and for rural females from 38 to 55 percent* . Total
enrollment in public sector schools has increased by 22 percent. Private sector enrollments are
also increasing, and now make up almost 40 percent of total enrollments. Despite this progress,
enrollment is still low, especially for girls in rural areas and for poor households. Still 38 percent
of children ages 5-9 do not attend primary school. Rural-urban gaps remain large with
disparities being largest between urban males and rural females: e.g. for every 100 boys who
enroll in school in urban Punjab, only 66 girls do so in rural Punjab. In urban areas, the main
gaps are between the richest and poorest quintile. Transition rates from primary to secondary are
low leading to the middle NER being only 20 percent and secondary NER at 11 percent. Less
than 30 percent of children who complete primary education also finish secondary education”.

9. Significant institutional restructuring has taken place to improve the quality of education,
but these changes have not yet translated into improved student learning. While student
achievement is significantly higher than the average in Pakistan, it is still quite low. The quality
of education delivered through the government managed public school system is poor due to: (i)
low levels of teacher competence and accountability; (i1) weak support systems for teachers; and,
(iii) inadequate teaching materials and aids. Findings of LEAPS®, NEAS, and universal school
examinations conducted by the Punjab Examination Commission (PEC) all show that children
perform significantly below curricular standards for key subjects and concepts at their grade
level. NEAS is carrying out systematic periodic assessments of student learning outcomes and

*  Pakistan Social and Living Standards Measurement Surveys (PSLSMS) — 2001/02; 2003/04; 2006/07.

Estimates for completion and transition are for children between the ages 15 to 19.

¢ Learning and Education Achievement in Punjab Schools (LEAPS), World Bank Report, February 2008. LEAPS measures
student learning of 12,000 students in Grade 3 in selected villages of 3 districts in Punjab in public and private schools




annual student examinations are taking place, however, the findings are only now beginning to
inform the system for making necessary changes and improvements.

10. While interventions under PESRP have aimed to strengthen capacity and sector
governance, gaps remain in district and local capacity and in school governance and
management. Credible monitoring systems have been established at the provincial level and are
regularly capturing data from the school level. These now need to integrate student learning data
in order to assess school-specific gaps and to develop targeted programs for quality
improvement. District level capacity for planning and managing education service is still weak.
While field monitoring systems have been effective, these now need to be mainstreamed into the
district education departments’ responsibilities. Parental participation in school affairs is still
weak as School Councils (SCs) are yet to effectively function across the province7.

B. Rationale for Bank involvement

11. The Bank has supported the Government’s PESRP from 2004-2007 through a series of
four Punjab Education Development Policy Credits (PEDPCs)®. The rationale for Bank’s
continued engagement is compelling because the province still has a large unfinished agenda and
Bank support will assist in deepening and expanding the gains of the past several years,
particularly to sustain the fundamental policy shifts that are improving governance in the sector.
The Bank has a long history of engagement in the province and has been the sole financing
partner for education for the past many years during which time a strong relationship with the
client has been established. This sustained financial and technical support has enabled continuity
in implementing the sector program, especially to maintain momentum and show results. To
build upon the reforms undertaken under PEDPC’, and to help address remaining challenges in
the education sector, the Government has requested the Bank for further multi-year assistance to
support the continuation of PESRP. Also, given the long-standing engagement in Punjab’s
education sector, the Bank has leveraged support from other development partners (DPs). It has
engendered active collaboration with DPs working in education, and has been coordinating
dialogue and support to education in Punjab to ensure alignment with the Government’s overall
program.

C. Higher level objectives to which the project contributes

12. The proposed Project is aligned to the priorities of the Pakistan CAS', approved by the
Board in June 2006, and to the national priorities, which include increased learning
achievement of primary students, reduction of gender gaps, and improvement of post-primary
access and quality. It also contributes to Pakistan’s priority for human development articulated
in the PRSP-II'!. One key pillar of PRSP-II is Human Development for the 21st Century which

7 See Annex 10

8 Punjab Education Sector Adjustment Credit (PESAC), Program Document, January 8, 2004 (Report No. 27528-PK); Second
Punjab Education Sector Development Policy Credit (PEDPC-II), Program Document, March 7, 2005 (Report No. 31519-
PK); Third Punjab Education Sector Development Policy Credit (PEDPC-III), Program Document, April 28, 2006 (Report
No. 35441-PK); Fourth Punjab Education Development Policy Credit (PEDPC-IV), Program Document, May 8, 2007 (Report
No. 38884-PK)

See Annex 11

19 Pakistan Country Assistance Strategy (CAS) FY06-09; Report No. 35718-PAK

' pakistan Poverty Reduction Strategy Paper (PRSP) —II 2009, Finance Division, Government of Pakistan



envisages significant investment in the human resource base of the country to produce a skilled
and competent workforce that can respond to the demands of a steadily growing economy.
PRSP-II emphasizes the need for reforms addressing sector financing; strengthening planning
and implementation capacity; improving resource utilization; enhancing governance for greater
accountability of education providers; capacity building of district and local institutions; and
strengthening the school committees, all of which are key components of the proposed Project.

II. PROJECT DESCRIPTION

A. Lending instrument

13. The proposed project is a US$350 million Sector Investment Credit that uses a
programmatic approach to support the implementation of the PESRP. First, credit
disbursements will be made against selected key education budget line items referred to as
Eligible Expenditure Programs (EEPs), up to capped absolute amounts. Second, the event and
amount of credit disbursements will be based on the achievement of pre-specified results,
referred to as disbursement-linked indicators (DLIs), determined in partnership with the
Government. As currently structured, the total disbursement amount is evenly divided across the
total number of DLIs in a given year, conditional on meeting at least 80 percent of the agreed
DLIs each year (e.g. 8 out of 10 DLIs in Year 1). Third, a technical assistance (TA) component
is also included in the Project, which finances essential capacity building.

14. The DLIs reflect the priority elements in the PESRP. They include intermediate outcome,
implementation performance or institutional change indicators that build incrementally over the
life of the project. Some of the DLIs generate improved efficiency and effectiveness in the
education sector during the life of the credit. Others constitute incremental institutional steps
that will have impact and sustain results beyond the life of the project (see Annex 3 for DLI
table). The results represented in the DLIs are critical to achieving the Project’s development
objectives.

15. The achievement of DLIs ensures disbursement under the credit, and each DLI is weighed
equally. However, if at least 80 percent of the DLIs are not achieved in a particular year, then
the project will withhold disbursement. If only up to 20 percent of the DLIs (or 2 out of 10 in the
first year) are not met, then the weighted amount for each unmet DLI would not be released. '
The value of unmet DLIs (if any) would be rolled over to the next disbursement.

16. The EEPs supported by the Project represent about 80 percent of total Government
expenditure on education, while Bank support accounts for about 10 percent of the total
Government program. Proposed EEPs include both sizeable, relatively large recurrent
expenditures as well as smaller EEPs. The largest EEPs are teacher and sector staff salaries.
Other relatively large EEPs are girls’ stipends, financing of the low cost private sector, and
performance linked incentives. The smaller EEPs include high priority programs such as

12 For example, if the total expected disbursement amount is US$120 m., and there are 10 DLIs, achievement of each DLI
carries a disbursement of US$12 m., provided that the amounts spent on the EEPs exceeds this amount. If less than 8§ DLIs
are met then no disbursement will take place while if all 10 are met then $120 m. will be disbursed. However, if 8 DLIs are
met, then $96 m. will be disbursed and if 9 are met then the disbursed amount will be $108 m. Projects using a similar design
have been successfully implemented in Latin America (e.g., loans in Ceara and Minas-Gerias).



capacity building for SCs and districts. The Bank guidelines on financial management and
procurement will be applicable to EEPs. The framework for addressing social and
environmental safeguards endorsed by the Government will be applicable to all PESRP
activities.

B. Project development objective and key indicators
17. The Project’s development objectives are to improve access and equity, and the quality and

relevance of education in Punjab. Success of the Project in meeting its main objectives will be
measured by the following outcome indicators:

Baseline End of Project (2012)
Primary NER (%) 62 (59 female; 64 male) 66
Middle NER (%) 20 22
Rural Female: Male NER ratio, primary 88.7 92
(%)
Rural Female: Male NER ratio, middle 73.7 78
(%)
Primary School Completion Rate (%) 61 65
Learning levels monitored through Grades 4 & 8 national assessments in | Improved quality of Grade 5
assessments and examinations 4 key subjects; Grades 5 & 8 School | provincial assessments in at
Examinations, and Grade 10 least 2 key subjects;
matriculate exams improved quality of national
and school exams

C. Project components"

18. The project provides support for the PESRP which aims to: (i) enhance fiscal sustainability
and the effectiveness of public expenditures including in education; (ii) enhance the quality of
school education; (iii) improve and expand access through improvements in school participation
and completion rates and reduction in gender and regional disparities; and (iv) strengthen school
management and governance in the education sector. The Project is structured around two
components: (1) Component 1 - Program Financing: This component accounts for the large part
of the total financing provided by the Bank and DPs. This component includes support for the
four pillars of PESRP mentioned above that together help contribute to the project development
objectives; and (ii) Component 2 — Technical Assistance will provide support to strengthen
existing capacities for implementation and monitoring of the sector program. The components
are described in detail in Annex 4.

Component 1: Financing of the PESRP [Total: US$3,340 million, IDA: USS 340 million]

19. This component contributes to financing for the four pillars of the PESRP. The
programmatic support proposed by DPs is fully aligned with the Government’s overall program
that amounts to approximately $3.35 billion over the three year period. A description of the
program that Bank financing will be contributing towards follows:

13 See Annex 4 (Detailed Project Description) for details




Sub-Component 1.1: Enhanced Education Sector Expenditures and Improved Fiduciary
Environment

20. This sub-component focuses on improving education sector expenditures, and deepening the
implementation of fiduciary reforms initiated under the PEDPC series. The Project not only
supports the development of medium-term expenditure and fiscal frameworks for the sector, but
also promotes improvement in the composition, quality and efficiency of sector expenditures.
Underpinning this are the FM and procurement reforms and actions. The Project supports
improvements in FM practices to instill a culture of remedial action on audits and strengthening
capacity and awareness for better and increased spending in line with sector objectives. Capacity
for improved internal audit will be enhanced, supported by capacity building of education staff to
follow up on audit observations. Improved FM at the provincial level will include timely
preparation of expenditure reports. Capacity building support will be provided to develop new
rules for procurement of goods and works. Better procurement practices in civil works,
textbooks, and furniture will be implemented. This sub-component does not have any related
EEPs.

Sub-Component 1.2: Improved Quality and Relevance of Education

21. Improving quality of education and strengthening the systems for measurement of student
learning is a central objective of PESRP. This sub-component supports four strategic areas,
aligned to PESRP’s objectives relating to improvement in quality of education: (i) improved
teaching practices through a teacher professional development program including on-site
mentoring; (ii) enhanced use of teaching and learning materials through the development and
implementation of a program for good quality teaching and learning materials in schools; (iii)
design and pilot implementation of a provincial teacher accreditation system for teacher
certification, licensing and accreditation; and (iv) providing performance-based incentives to
well-performing schools as well as additional support to low performing schools. The Project
supports improvements in the student learning measurement systems for school examinations
and provincial assessments. Punjab has established a strong institutional foundation for quality
improvement, and the Project will help ensure coordination and synergies among all
interventions and use of results of assessments and examinations to provide feedback into the
system, including the use of additional targeted interventions and incentives. This sub-
component’s EEP includes Performance Linked Incentives for Schools (from Year 2).

Sub-Component 1.3: Improved Access and Equity

22. Sub-Component 1.3 supports the Government’s program to improve access and reduce
regional and gender disparities. The strategic areas supported include decrease in the number of
schools with missing facilities; increased transition from primary to middle and secondary levels;
timely delivery of free textbooks and stipends; and, increased public financial support for the low
cost private sector. The Project supports interventions to reduce primary drop-out rates, improve
completion and participation rates, and increase the transition from primary to secondary levels
by: (i) providing demand side interventions, such as on-time delivery of free textbooks in Grades
1-10, continuing textbook publishing and printing through open competition, and on-time
stipends to eligible girls in Grades 6-10 in fifteen low literacy districts; (ii) implementing supply



side improvements, including filling of teacher vacancies, reducing missing facilities in schools,
and up-gradation of schools from primary to middle, and middle to secondary levels according to
criteria that favor girls and rural areas; and (iii) providing greater support to the private sector to
establish schools in areas with low enrollments through the Punjab Education Foundation (PEF).
EEPs under this subcomponent are: Girls Stipend Program; Public-Private Partnership Program.

Sub-Component 1.4: School Management, Governance & Monitoring

23. Sub-Component 1.4 focuses on improving sector governance and creating an enabling
environment for schools to function more effectively. The strategic objectives supported by this
sub-component are: enhanced accountability of teachers to parents and stakeholders at the local
level;, increased capacity of SCs for effective school management; reduction in teacher
absenteeism; recruitment and placement of teachers on a merit and need basis; transparent
examination and assessment systems to enable quality information on student learning. The
Project supports SC capacity'® through phased mobilization and capacity support to all primary
schools, and ensuring a streamlined mechanism to transfer recurrent non-salary budgets to all
SCs. The Project builds upon the well-established monitoring systems in the sector, strengthens
field monitoring, mainstreaming of monitoring in the district education departments and creates
greater capacity for planning and evaluation at the provincial level. Transparent recruitment of
teachers on need basis, strengthening of the examination system managed by a fully autonomous
and functional Punjab Examination Commission (PEC), and ensuring better quality provincial
assessments for assessment of students in key subjects are also key elements of this sub-
component. Subcomponent 1.4 EEPs include: Teacher and staff salaries; SC Capacity Building
Program; SC Recurrent Budget; District Capacity (GCU Partnership); Monitoring.

Component 2 — Technical Assistance [Total: US$10 million; IDA: US$ 10 million]

24. The Project has a TA component to support the activities under Component 1, and will
finance the following generic cost elements of the Project through a system of Special Drawing
Account to be held with the Program Monitoring and Implementation Unit (PMIU): (i)
procurement of goods to support project implementation; and (ii) procurement of consultancy
services in the areas of expenditure tracking, third party evaluations and monitoring, incremental
staffing, training and other capacity-building activities, designing, formulating and supporting
the implementation of education sector strategies, and budget planning and management
activities.

25. The TA component has been designed to directly support the ongoing and planned programs
under the medium-term education sector framework of the PESRP, and augment monitoring of
program activities. It consists of four packages for which detailed plans have been developed by
Government: (i) Package A consists of TA activities to strengthen the fiduciary aspects of the
Project, covering financial management and procurement systems and processes in the sector;
(ii) Package B comprises TPVs of programs supported under the PESRP ranging from delivery
of textbooks to teacher recruitment; (iii) Package C proposes a plan for environment

!4 National Rural Support Program (NRSP) and Punjab Rural Support Program (PRSP) — both organizations provided SC
capacity building support under a pilot in six districts in the first phase of PESRP, and are now engaged to scale up capacity
support to all 35 districts.



enhancement linked to the interventions supported under PESRP; and (iv) Package D consists of
TA for improving the quality of education, enhancing access, and strengthening governance and
monitoring in the sector. Accounting for the largest portion of the proposed technical assistance,
the main aim of activities under Package D is to evaluate the performance of ongoing programs
under PESRP to strengthen and expand them, identify new areas where efforts are required to
reinforce the reform agenda, and strengthen the planning and monitoring systems of the sector.

D. Lessons learned and reflected in the project design

26. The Project benefits greatly from the lessons learned from the PEDPC series”, analytical
work such as the LEAPS study, impact evaluation of the stipend program, and the ongoing
assessments under NEAS and student examination information from PEC. The Project also
draws from international experience and lessons from other similar operations in Pakistan, which
have been incorporated into project design. Some lessons learned reflected in the Project include
the following.

27. Sustained sector improvement requires higher level alignment at both political and
bureaucratic levels and an overall enabling fiscal and fiduciary framework. Lessons from
PEDPC have confirmed that leadership and political championship are critical for successful
implementation and that bipartisan support and wide ownership is vital to ensure sustainable
reforms. Further, a strong fiscal and fiduciary framework is essential for furthering sector
reforms. This requires participation of all key stakeholder departments, including Finance and
Planning. Participation and ownership by district governments is also important and was an
integral part of the program supported under the PEDPC series'®, and a similar arrangement is
being continued under the Program supported by the proposed Project.

28. Programmatic approaches are more likely to deliver results. Lessons from Pakistan, the
region and from international experience show that such an approach which focus on
implementation of reforms over the medium-term and encompass a strong results framework, are
effective in engendering results. It is critical that they are developed taking cognizance of
government capacity, technical, and resource constraints and develop a culture of accountability
for results. The proposed Project incorporates these lessons and is designed as a multi-year
programmatic engagement that builds on the results achieved under the earlier DPC series
through its focus on implementation and capacity building.

29. Education quality and access need to be tackled simultaneously. There is no simple solution
for improvement of quality in education, as it is a long-term endeavor which requires continuous
testing of interventions, evaluation, and coordination. International experience shows that
specific investments in discrete aspects of the quality dimension will not translate automatically
into improvements in the classroom environment. They require deeper coordination among the
relevant institutions to show results at the classroom level, and need to be accompanied by
strengthened support mechanisms at the district and classroom level. This is a key lesson that
has been incorporated into the design of this Project, with emphasis on strengthening ongoing

1 Implementation Completion and Results (ICR) Report (IDA-38550 JPN-51706), Report No: ICR0000434
15 Terms of Partnership (ToP) between provincial and district governments were signed annually, and included a performance
and need based formula to provide incentive against agreed performance indicators.



mentoring and classroom based support for teachers through all interventions. Further, efforts to
enhance access and quality will only produce sustained results if several interventions and inter-
linked strategies are implemented. Demand and supply side interventions can lead to short-term
surges in enrollments but these can only be sustained over time if both quality and access
interventions are implemented together, as is the case in this Project.

30. Monitoring of performance and outcomes. Strong monitoring to measure how the system is
delivering and to track results is critical for measuring performance and implementation, and for
refining the interventions through more informed decision making. The monitoring system
under the PEDPC series, including the PMIU and the field and school monitoring set up was
built upon strong systemic capacity, and is being further strengthened. Monitoring of student
learning is also an important facet, and enhancing the systems that provide information on
student achievement is also being undertaken through the Project. Finally, it is important to
ensure that information coming out of the monitoring system is validated through independent
surveys, and consequently, third-party assessments have been built into the design of the Project.

31. Ensuring rigorous impact evaluation. Establishing a comprehensive evaluation system is
critical to ensure that the interventions and approaches in the Project are properly evaluated.
This will help determine whether the Project is meeting its objectives, and also provide
information for corrective action. The Project places extensive emphasis and provides resources
to enable research, surveys and rigorous impact evaluations of interventions, such as of the
stipend and public-private partnership programs.

32. Evidence suggests that strengthening the role of School Councils in school management can
lead to improved performance but takes time. Lessons from PESRP demonstrate that SCs do not
function actively unless provided mobilization support. Experience based on a pilot capacity
building initiative showed that while more active SCs do not lead to improved quality in student
learning'’, they are nonetheless a necessary condition to enable an improved learning
environment through better use of available non-salary budgets and oversight on teacher and
student attendance. International evidence also suggests that greater autonomy with
accountability at the school level can lead to changes in behaviors and dynamics which in turn
affect learning, but over time. SC capacity building is being expanded to cover all schools over a
three-year period under the Project to create an enabling environment for improved learning.

E. Alternatives considered and reasons for rejection

33. Given the comprehensive nature of Government’s continuing sector program, a
programmatic approach was considered most appropriate. The strong policy and institutional
actions taken over the past few years provide a sound basis to proceed with a more targeted
approach that focuses on capacity-building, implementation and translates the reforms into
results. A ring-fenced SIL supporting specific interventions was considered, but determined to
be inadequate for supporting the implementation of sector wide reform. The proposed
programmatic SIL provides the required multi-year support over the medium-term to support key
sector interventions that build upon earlier reforms with an emphasis on achievement of results

7" An evaluation of impact of SC capacity building on improved learning and learning environment is being
commenced, building upon the extensive baseline data collected under the pilot initiative
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against clearly defined indicators. Use of this proposed instrument leverages IDA’s contribution
to support the entire Government program. It also enables harmonization of DP assistance in
support of a common sector-wide approach.

II1. IMPLEMENTATION

A. Partnership arrangements

34. World Bank support to the Government of Punjab will be supplemented by parallel
financing by the UK Department for International Development (DfID) and other potential
interested DPs'®. Of the approximately $3.35 billion total program cost during 2008/09 —
2011/12, the Punjab Government will contribute around $3.0 billion, IDA about US$ 350 million
and DfID will contribute about GBP 45 million (about US$67 million equivalent). The Bank
and DfID will provide their support in the form of disbursements of a proportion of eligible
Government expenditures on the program'®. DfID will provide its support through separate
parallel financing arrangements with the Government of Punjab over the same time period.

B. Institutional and implementation arrangements

35. Project implementation arrangements maintain and build on the institutional
arrangements of the Punjab Government’s education sector. The Project supports the
Government program which is being implemented across all districts of Punjab. At a strategic
level, the provincial Planning & Development Board heads a Provincial Program Steering
Committee, which has participation of all key stakeholder departments. This Committee
provides overall strategic guidance and an enabling environment to the reforms, and is a forum
for higher level decision making and interface with the political leadership. The main
implementing agency is the School Education Department (SED) which is responsible for
overseeing planning, implementation and monitoring of the school sector’®. The SED has
instituted a Quality Coordination Committee which includes all key stakeholder sub-departments
to ensure coordination for planning and implementation of interventions for improving teaching
practices and student learning.

36. SED’s policy and planning functions are supported by the PMIU, which coordinates all
monitoring and implementation arrangements for the sector. The PMIU, which is financed by
the regular budget of the Government, has been in operation for the past five years and has a
strong track record of performance. The PMIU in turn relies on the district monitoring system,
which comprises of the District Monitoring Officer (DMO), and the team of Monitoring and
Evaluation Assistants (MEAs)*' that are responsible for monitoring school performance against
set program indicators. Rural Support Programs deployed for capacity building of School
Councils will support SCs to implement school-level programs. The district education system is

'8 Other DPs, including CIDA, GTZ, and UNICEF are in dialogue with Punjab Government to support the Program.

' DAID have also provided GBP 500,000 through the Externally Funded Output mechanism to the Bank to help support
preparation and technical assistance activities for the program.

The Schools Education Department is responsible through Grade 10. The Education Department was recently (in 2008)
bifurcated into Schools and Higher (Colleges). The Higher Education Department oversees college education, which includes
Grades 11-16, but the intermediate colleges also include Grades 9 and 10.

2! There are 35 DMOs (one per district) supported by about 930 MEAs.

20
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further bolstered by District Review Committees chaired by District Coordination Officers
(DCOs) that are active in each district to oversee implementation, and on a monthly basis assess
sector performance against a list of composite performance indicators. The districts are
responsible for implementing field level activities, such textbooks, stipends, civil works
improvements and up-gradation, with PMIU coordinating and monitoring implementation.

C. Monitoring and evaluation of outcomes/results

37. The Project relies on the Government’s established education monitoring system for
assessing progress in the project’s outcomes and results. This monitoring system comprises of
different levels of internal monitoring which is further supported by regular third-party
validations and evaluations. Punjab’s education monitoring system has been an exemplary
model for monitoring systems in other sectors in the province and for education programs in
other provinces. The main features of the monitoring systems and arrangements include
systematic school-based data collection on monthly basis by MEAs, reporting progress and
performance by districts on a monthly basis by DMOs, an annual school census, and periodic
third party validation. The PMIU prepares monthly and annual reports based on the monitoring
system. The school sector’s monitoring efforts are being augmented by an emerging central
monitoring system spearheaded by the province to introduce a culture of real time e-monitoring
through use of electronic communications. Systematic evaluation of student learning is also a
part of Punjab’s monitoring and evaluation system, and includes the school examination
conducted for Grades 5 and 8 by PEC, and Grade 10 by the Secondary School Examination
Boards, as well as the NEAS provincial assessment information on student assessment for key
subjects in Grades 4 and 8 levels. The Project builds upon these systems and strengthens them to
improve monitoring of results in the sector and learning outcomes, including building capacity
for impact evaluations. Independent TPVs have also been built into the TA component to verify
results emanating from the monitoring system.

38. Supervision and Reporting. DPs together with the Government of Punjab will carry out at
least two Joint Review Missions annually, with more frequent missions anticipated during the
first year. The missions will monitor (progress towards) the achievement of DLIs, compliance
with stipulated FM, procurement, and safeguard requirements, and implementation of the
Project’s TA component. The missions will include visits to districts and schools. DP staff and
technical consultants will also make regular visits on a need basis to support implementation. If
the security situation limits mission travel or the scope of supervision during missions, the DPs
will intensify supervision from DP offices via regular audio and video conferences and electronic
communication, as well as increase the use of local independent organizations for monitoring
purposes (see Annex 3 for details of supervision arrangements). Supervision arrangements by the
DPs are complemented by monitoring and supervision by provincial and district governments,
including the in-built third party monitoring system of the government, and independent TPVs,
and the project supports the strengthening and increased use of all these systems.

D. Sustainability

39. The sustainability of the Project is anchored in the Government’s demonstrated
commitment, as seen in maintaining the interventions introduced under PESRP with
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bipartisan support. All activities and programs being supported by the Project are fully funded
in the Government’s regular budget, as included in the MTFF, ensuring fiscal sustainability. The
Project’s design ensures that all relevant stakeholder sub-departments in the school education
sector are involved in the planning and implementation of various interventions. The Project
also supports the participation of districts in implementation of the Program. Further, the Project
supports capacity building of district education departments, and enhanced participation of
communities through SCs. Strengthened local participation, including of civil society and the
private sector, will also enhance ownership of sector reforms and outcomes, and will contribute
to sustainability of the program beyond the life of the Project.

E. Critical risks and possible controversial aspects

Risks Risk Mitigating Measures Risk Rating
with Mitigation
To project development obje ‘ive
Overall macroeconomic 1. The International Monetary Fund stabilization program, with Substantial
situation deteriorated sharply intensive monitoring of key macro indicators against targets,
in FYO8; fiscal and current forms the basis of the Bank’s dialogue on macro issues.
account deficits reached 2. Falling short of the program’s macro targets would trigger a
unsustainable levels due to oil coordinated DP response for taking immediate remedial
and food price shocks measures.
compounded by political
uncertainty. Risks include
balance of payments crisis,
significant slowdown in
growth, and fiscal pressures
crowding out poverty-related
spending.
The province’s fiscal situation . The provincial MTFF is based on conservative estimates of Substantial
due to shortfalls in federal federal transfers, and will likely hold even in the event of
revenue transfers and in the reasonable shortfalls in federal revenue transfers.
overall revenue base of the . The GoP is implementing improvements in budgetary processes
province could pose a risk to through MTFFs to ensure strategic budget planning and prudent
sustaining the education sector fiscal management including adequate allocations to priority
expenditures. sectors, especially education.
. The project supports improvements in the efficiency and
effectiveness of existing public education expenditures; if
successful some shortfalls in allocations could be tolerated.
. There is shared commitment in the Planning, Finance and

Education departments to protect the core sector expenditures as

agreed in the Medium Term Sector Framework.
Weak planning, management . The Project requires the Government to prepare and annually | Substantial

and monitoring capacity at the
provincial, district and school
levels may jeopardize the
achievement of project
objectives.

update a Medium Term Sector Framework, which aims to help
instill better planning for education sector resource allocation
and implementation. The Project also includes TA for
reviewing the human resource management aspects relating to
education management at the provincial and district levels. The
district education capacity building program which will also be
assessed as part of this review to put in place a long term
restructuring of education management.

. Local capacity is being enhanced through implementation of a

School Council capacity building program. The already
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Risks

Risk Mitigating Measures

Risk Rating
with Mitigation

established district monitoring system is being strengthened,
and gradually mainstreamed into the district education system.
An ongoing school based mentoring system for teachers has
been put into place and is being reviewed and strengthened.

To component results

Disbursements in the project
are linked to verifiable
performance indicators that
require stable implementation
and monitoring arrangements.
Slippage in achievement of
DLIs would put the Project’s
results at risk.

The PMIU, and the established monitoring systems at the
provincial and district levels provide strong oversight over
implementation. As part of project preparation, a review of
the monitoring system which shows that the school and field
monitoring system was carried out which confirms that the
established monitoring system is continuing to function
effectively, and additional capacity support to strengthen
M&E is provided through the TA Component of the Project.

Moderate

Weak financial management
capacity at the provincial and
district levels that could
hamper implementation of the
reform program and its
activities.

. This risk will be mitigated by a series of capacity building

activities aimed at timely reconciliations, improved budget
management through the SAP R/3 system, and enhanced level
of financial accountability across the whole sector.

. The Project is supporting technical assistance to strengthen

financial management capacities, tracking of key program
expenditures, and steps towards establishing an internal audit
function aimed at systemic improvement at the provincial and
district levels.

Moderate

Inadequate procurement
regulatory systems present
risks to the transparent use of
Bank funds.

. Strengthening

. The Project is financing EEPs that present a relatively low risk

profile.

. Additional overlaid procurement procedures to supplement

Government of Punjab's own systems are also being proposed.

. Ex post reviews of procurements carried out for procurements

under eligible expenditure categories.

earlier work with the Government on
procurement reform, both specific to the education sector and
the broader procurement reform through TA under the Project.

Substantial

Some aspects of the
Government's program, such
as delivery of stipends,
contracts for books, hiring of
teachers, civil works etc.
expose the program to a risk
of corruption and non-
transparent or inefficient
practices. Systems that ensure
transparency in procurement
and delivery are crucial to
reduce these inherent risks.

. The project benefits from the past four years of the PEDPC

series under which several governance improvements were
instituted e.g.: implementation of a merit based teacher
recruitment policy; establishment of effective delivery systems
for textbooks, stipends; regular school monitoring systems
including for teacher presence, availability of inputs, and
student attendance among others.

. The program design incorporates expenditure monitoring;

external validation exercises, internal monitoring by the
departments, and other checks that will be identified and
instituted during the preparation stage are expected to mitigate
this risk substantially.

. The Bank's own intensive supervision of technical and fiduciary

aspects will also mitigate this risk.

. The Government is committed to independent third party

validations to assess both quality and delivery of sector inputs
including civil works.

Substantial

The scope of supervision is
large as IDA funds finance a
portion of a large government
program and the ability to
supervise could be

. Supervision by the DPs will consist of at least two formal joint

review missions annually, complemented by intermediate visits
as needed. Supervision missions will review include field visits.
The team will include specialists in the sector as well as in FM,
procurement, safeguards, and governance and anticorruption.

Moderate
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Risks Risk Mitigating Measures Risk Rating
with Mitigation

undermined by security risks. | 2. The supervision design envisions that supervision by DPs will
be complemented by (i) monitoring and validation by third
parties; and (i) monitoring by provincial and district
authorities, including their in-built third party monitoring and
supervision. The project supports their use and strengthening.

3. Intensive virtual reviews by DPs (e.g., via videoconferencing)
will be used at times of elevated security risks; in addition
complementary supervision arrangements such as the use of
third parties to monitor results will be enhanced..

Overall risk rating Substantial

F. Loan/credit conditions and covenants

40.  Implementation Covenants

"  GoPunjab will establish and maintain, throughout the period of implementation of the
Project, a Provincial Steering Committee, a Program Monitoring and Implementation Unit, a
Quality Coordination Committee, and District Steering Committees in all provincial districts.

"  On-lending arrangements: GOP shall make the proceeds of the Credit available to GoPunjab
in accordance with the provisions of the Financing Agreement and GOP on-lending policies
and budgetary procedures, under the same term of reference and conditions agreed between
IDA and GOP in the Financing Agreement.

= GOP and GoPunjab shall ensure that the Project will be implemented pursuant to the
Environmental and Social Management Framework and that no activities will be carried out
that might involve land taking or the acquisition of land without the prior approval of the
Association. Notwithstanding the forgoing, if land acquisition were required for Project
activities, GoPunjab will consult with the Association and acquire such land pursuant to the
Land Acquisition Act (with the exception of clause 17(4) —urgency/emergency clause) or as
donation or bequeath.

" GoPunjab shall produce interim-unaudited financial reports of the project on semi-annual
basis to support disbursements for eligible expenditures under the Credit.

" GoPunjab shall produce quarterly budget execution reports for the entire education sector for
monitoring purposes.

"  GoPunjab shall maintain a publicly accessible website showing procurement activities.

"  GoPunjab shall hold at least two Department Accounts Committee meetings at the district
level in each district per fiscal year, by March 2010 for FY08’s advance audit paras, March
2011 for FY09’s advance audit paras, and March 2012 for FY10’s advance audit paras.

"  GoPunjab shall prepare, notify and disseminate a design and execution manual for school
construction by May 31, 2010

"  GoPunjab shall continue implementation of the Continuous Professional Development (CPD)
program in the 12 districts where the program is ongoing and expand the program to all 35
districts by March 2011

" GoPunjab shall establish an autonomous provincial accreditation board for teachers by
March 2012.

" By no later than May 31, 2010, prepare financial management and procurement guidelines to
be disseminated among School Councils to be applied in the implementation of school
development plans.
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41.

Disbursement Conditions

»  Retroactive financing up to US$70 million (equivalent to 20% of the proceeds of the Credit),
as of 12 months prior to Credit signing.

* Disbursement of the proceeds of the Credit for Component 1 of the Project (i.e. the non TA
component) will be done semi-annually on the basis on fulfillment of at least 80% of the
DLIs (e.g. 8 out of 10 DLIs in year 1) as defined in Annex 3 to the PAD (Schedule 5 to the
Financing Agreement). DLIs will be monetized equally and the authorized amounts for each
disbursement will be the sum of the achieved DLIs multiplied by the unitary DLI price. Any
unmet DLIs will be rolled over to the following year’s DLIs for the purpose of computing
80% number of DLIs.

IV. APPRAISAL SUMMARY

A. Economic and financial analyses

42. Cost-Benefit Analysis: The analysis covers the three year period from 2008-09 to 2010-11
and four interventions, i.e., textbooks, female stipends, missing facilities and public-private
partnership in education. For the cost streams, the analysis uses: (i) indicative projected current
and development expenditure by the Punjab Government on the school program; (ii) private
direct costs of schooling or out-of-pocket expenses incurred by households; and (iii) the
opportunity costs of foregone earnings by children going to school. For the benefit stream, the
analysis was based on: (i) increased life-time earnings of additional enrollees; (ii) increased
probability of passing matriculate exams of the enrolled children in secondary level; and (iii)
additional graduates in the system based on the increase in pass rate. The IRR using this base-
case scenario was nine percent.

43. Fiscal Sustainability Analysis: Fiscal space to replace the DP financial support (although
nominal at 10 percent of the total education budget of the province) will crucially hinge on the
speed of recovery of the provincial GDP and in turn revenue receipts from the NFC award and
provincial/district resource mobilization efforts in the coming years. Based on indicative
estimates provided in MTFF FY09-11 and MTSF 2009-2011, and projecting the baseline
scenario of: (a) holding the share of development education expenditures at the FY10 level; (b)
gradually increasing the share of current expenditures by 0.6 percentage points; and (c)
projecting school program expenditures, growth in provincial education expenditures will be
sufficient to continue the existing initiatives in the post-program period. Increased expenditures
on school initiatives will be fiscally manageable from the perspective of debt sustainability.

B. Technical

44. The Project is designed to support the Government’s medium-term PESRP, and builds upon
the lessons of implementation of the education sector reforms in Punjab since 2003. The
program is also aligned with national and international practice and experiences on effective
policies and programs to tackle complex access and quality challenges. In this context, the
Project supports a multi-pronged strategy to expand access that addresses gender, regional and
school-level disparities, including a combination of supply and demand-side interventions, and
support to the low cost private sector in low enrollment areas. The design of the Project allows
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support for performance-based lending, with credit disbursements based on the achievement of
pre-specified results referred to as DLIs.

45. The Project’s technical design is based on interventions that have horizontal linkages to meet
the quality and access objectives. It supports the development of more effective mechanisms to
measure student learning and to use information on student learning gaps to provide additional
support for poor performing schools and districts. Information on student learning is also
corroborated by findings of NEAS, which provides a provincial level picture of student learning
in key subjects, but the Project will support implement assessments to cover a provincially-
representative sample. The Project also focuses on the processes and institutions that create an
enabling environment for better classroom learning. These include inputs such as teachers,
materials, on-site support systems for teachers and schools, and a more active school community
that will help improve school governance. By ensuring coordination and synergies, the Project
will contribute to improvement in the quality by creating an enabling environment.

C. Fiduciary

46. Financial Management: The existing state of PFM systems and the trajectory of reforms in
progress have enabled significant reliance on the country systems of budgeting execution,
accounting, internal controls, financial reporting, and auditing. The Government of Punjab
continues to show a strong commitment to the ongoing country PFM reform agenda. These
reforms are primarily supported through the Bank-financed PIFRA project. Punjab PEFA
documents satisfactory progress on overall FM reforms. The program would continue to support
PFM and accountability reforms in the province, particularly from a sectoral perspective.

47. No separate designated account will be established for this Project. Instead, the Credit
proceeds will periodically be disbursed directly to the Consolidated Fund Account No. 1 of the
Government of Punjab. The quantum of resources to be transferred to the Consolidated Fund at
each disbursement cycle will be linked, where appropriate, to the Government meeting the DLIs,
and the expenditure levels that the Bank will finance are capped for each disbursement period as
defined in the disbursement schedule. The Bank requires that the financial statements for the
EEPs and TA be audited annually and provided to it no later than six months after the end of the
reporting period. The financial statements will be audited by the Auditor General using a risk-
based methodology introduced under PIFRA for which a specific schedule of audit would be
agreed. The use of country systems warrants little duplication of audit effort by audit offices;
nonetheless, there is need for effective coordination among different Directors General
concerned. With strengthened FM capacity in PMIU and adequate reporting of budgets, FM
arrangements broadly drawing upon the country systems will be consistent with the Bank’s
requirements under OP 10.02, provided the proposed FM and internal auditing staff are recruited,
assigned, and retained during the life of the Project.

48. Procurement. Procurement under the Project will be carried out in accordance with the
World Bank’s Guidelines: Procurement under IBRD Loans and IDA Credits of May 2004,
revised October 2006, and Guidelines for Selection and Employment of Consultants by World
Bank Borrowers of May 2004, revised October 2006. The Bank’s Standard Request for Proposal
document will be used in the selection of consulting firms.
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49. Procurement reforms which focused on bringing more transparency in the public
procurement regulatory environment initiated over the past several years under the PEDPC
series, and also supported by the Punjab Resource Management Program (PRMP), will be
deepened in the Project. The main aspects of procurement improvements have moved forward,
but the pace of converting the reforms into action has been slow in the past year. The next step
entails making decisions to take the reform agenda forward including appointment of a full time
head of the Public Procurement Regulatory Authority (PPRA) as a step towards an empowered
PPRA. PPRA has drafted a set of procurement rules which are an improvement over the Federal
PPRA rules in the areas of independent second tier of appeals and selection of consultants.
Adoption of this draft by the PPRA Board will provide a basis for the PPRA to formulate an
implementation plan for their reform strategy.

50. A procurement assessment was carried out, focusing on processes and procedures of major
procurements in the sector, which are expected for printing of textbooks, civil works and
procurement of furniture and computers. Textbook printing is now being conducted through a
competitive bidding process, however, the bulk production requirements and market capacity
constraints limit the benefits of this competitive process. The Bank will, during the course of the
Project, engage with the Textbook Board to explore and suggest appropriate options for
optimizing the benefits of this competition. Also, in view of the continuing quality issues with
civil works, a comprehensive review of civil works in the sector (how school construction and
improvement is managed and procured) is planned under this Project to identify alternative
options for both design and management of school construction.

51. Since EEPs relate to recurrent expenditures such as salary and allowance, stipends, funds for
recurrent expenditures to SCs, and to PEF for enrollment-based subsidies to low fee schools,
procurement plans are not likely to be required. However, a detailed plan will be reviewed to
determine the types of contracts that could be considered eligible and Procurement Plans will be
prepared and agreed for TA activities under Component 2 of the Project. Procurements under
the EEPs and TA component will use procurement procedures agreed with the Bank.

D. Social

52. Participatory Approach and Community Accountability: A Social Assessment was
conducted during the preparation process, and shows that the Project supports the Government’s
program which follows a participatory approach of holding consultations with direct and indirect
stakeholders including parents, students, teachers, community members, SC members, civil
society, government departments, and private sector. The program covers all geographic areas of
the province with special focus on the lagging and less developed districts. The Social
Assessment also provides an inclusive participatory framework for the involvement of
stakeholders over the project cycle.

53. Poverty and Gender: The program addresses some aspects of poverty through targeted
interventions that would benefit poorer groups more. In addition, the program also aims to
continue to provide support to the private sector to reach less privileged groups. The program
supports and mainstreams gender in the education sector through support to female students and
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teachers either through specific interventions or an enabling environment where female teachers
will have better access to training, pay and facilities.

54. Grievance Redressal: The social aspects of the program also include measures for
improving the grievance redressal/complaint resolution mechanism through established
mechanisms at the provincial and district levels, and also through the PESRP website. The
education sector is linking up with the Provincial Complaint Cell. Creation of awareness of
program interventions and objectives is key to creating demand and knowledge of demand, and
this is also being promoted through the SC capacity building program.

55. The Project does not envisage any acquisition of land for public purposes but, if required,
will use land voluntarily donated by the communities. In order to ensure that transparent
participatory processes are followed, the Environmental and Social Management Framework
(ESMF) provides conditions that require to be met for use of any land donated by an individual
or community. It will entail the signing of an agreement between IDA (the Bank) and the Punjab
Government that will among other, ensure: (i) the ownership of the land and voluntary nature of
the donation; (ii) that the land is appropriate for the intended purpose; (iii) that the land does not
belong to any donor who is below the poverty line or whose holdings would be reduced below
the minimum size as stipulated to be economically viable (2.5 acres); (iv) that there are no
encumbrances on the land; (v) that it does not negatively impact on the livelihood of any
vulnerable groups, and if so, that community developed mitigation measures are acceptable to
the affectees; (vi) that no compensation will be paid for the land; and (vii) that the owner gives
up all claims on the land and the title will be transferred to the recipient through the notary public
or a registered deed or any other procedure prescribed by the law of the state.

56. The Social Assessment did not identify the presence of any known Indigenous People in the
project area hence OP 4.10 is not triggered. However, during implementation of the Project
should any such group be identified, the Government will prepare an Indigenous Peoples
Development Plan, and implement it after obtaining Bank clearance.

E. Environment

57. Most of the activities to be financed by the Bank are environmentally benign and will rather
result in enhanced environmental benefits. However, some of the program activities, which
include construction/rehabilitation of schools, and adding missing facilities may have some
negative impacts, which require good ‘housekeeping’ measures as part of environmental due
diligence. The significance and severity of these negative impacts is likely to be low to medium,
in view of the nature and extent of the construction/rehabilitation activities, and hence the Project
has been classified as Category B, in accordance with OP 4.01 of the Bank. In order to address
these concerns and in compliance with OP 4.01, an Environmental Assessment has been carried
out and an ESMF developed by the Punjab Government (see details in Annex 10), which has
been disclosed prior to Appraisal. ESMF includes appropriate mitigation measures to adequately
address the safeguard issues, defines implementation arrangements, stipulates monitoring
requirements, and assigns supervision responsibilities.

58. Environment Enhancement Opportunities: A significant number of schools in Punjab do
not have access to safe drinking water and sanitation facilities. Furthermore, the current school
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building designs do not provide protection against natural disasters in the high risk areas. The

TA component will address these issues through:

(a) reinforcement of selected school buildings

in high risk areas (piloting); (b) provision of low-cost water treatment facilities — compliant to
the WHO guidelines - in selected schools; (c) provision of natural disaster preparedness and
hygiene training to teachers and students; and (d) preparation of guidelines for school building
design/construction, addressing aspects such as natural lighting and ventilation, aesthetics,
protection against natural disasters, water supply, sanitation, maximizing use of local
construction materials, and consideration of the local climatic conditions.

F. Safeguard policies

Safeguard Policies Tri&gered

Yes No TBD

Environmental Assessment (OP/BP 4.01)

X

Some of the project activities may cause a low level of adverse environmental impacts, hence this OP

is triggered and the project is categorized as B.

In response to this OP, the ESMF has been

developed. The environmental mitigation measures proposed under the ESMF will help reduce if not
completely eliminate the adverse impacts of the project, and will also enhance the environmental

performance of the project.

Natural Habitats (OP/BP 4.04)

Forests (OP/BP 4.36)

Pest Management (OP 4.09)

Physical Cultural Resources (OP/BP 4.11)

Indigenous Peoples (OP/BP 4.10)

Involuntary Resettlement (OP/BP 4.12)

Safety of Dams (OP/BP 4.37)

Projects on International Waterways (OP/BP 7.50)

Projects in Disputed Areas (OP/BP 7.60)

el taltadtaltadtalle

G. Policy Exceptions and Readiness

59. No policy exceptions are sought.

60. All actions required as appraisal and negotiations conditions have been met. The project’s
implementation, fiduciary and M&E arrangements are in place (with baseline data available

for key performance indicators).
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Annex 1: Country and Sector Background
PAKISTAN: Punjab Education Sector Project

61. After a decade of slow growth and little progress in poverty reduction and social indicators,
Pakistan enjoyed, beginning in 2000, a period of robust macroeconomic performance and wide-
ranging reforms. Real GDP growth averaged 5 percent per year from 2000-01 and 2004/05, and
reached over 7 percent in the two following years. During this period, poverty rates declined
from 34.5 percent to 22.3 percent at the national level and social indicators started to show some
improvements. Developments in Punjab, the province which comprises about 60 percent of the
total population in Pakistan, followed a similar path. Poverty rates fell from 23.4 percent to 12.1
percent in urban areas and from 28.4 percent to 21.0 percent in rural areas. The macroeconomic
situation, however, worsened significantly in 2007-08 and in recent months on account of
domestic and external factors, but evidence is not yet available to show whether the positive
trend towards poverty reduction has been maintained, stopped or reversed.

62. As part of the Government’s overall reform efforts, high priority was given to the
improvement of social indicators, and in particular to the education sector. Pakistan’s Poverty
Reduction Strategy Paper (PRSP) was finalized in 2003. It complemented the Government of
Pakistan’s five-year Medium-Term Development Framework and laid down the direction of
future reforms and programs. Implementation, however, rested with the provinces since, under
Pakistan’s constitution, education is a provincial subject and education financing and service
delivery responsibilities rest in the hands of the province and districts.

Box 1: Recent Data Sources Used For Analysis

¢ Four repeated cross-sections of nationally and provincially representative household surveys. The PIHS
1998-1999, PIHS 2001-2002, PSLM 2005-2006, PSLM 2006-07 are all representative at the provincial level.

e The National Education Assessment System (NEAS): Two rounds of large scale national assessments for
grade 4 were conducted in 2005 and 2006 and a preliminary analysis of the accompanying background
information on student and school characteristics has been provided by the NEAS. The 2006 round also tested
Grade 8 students. In Punjab the sample included nearly 4,000 students in 660 schools in Grade 4 with a slightly
larger sample for Grade 8.

e The LEAPS survey: Two rounds of the LEAPS survey took place in Punjab in 2003 and 2005 in rural areas of
three districts of Attock, Faisalabad and Rahimyar Khan. 112 Villages were randomly selected from the set of
villages with at least one private school. All schools, public and private, providing primary education in the
sample villages were surveyed and 12,000 students in Grade 3 in these schools were tested.

e Punjab Examination Commission (PEC): School examinations for Grades 5 have been conducted in 2005,
2006, and 2007, and for Grade 8 in 2006 and 2007. In 2006, about 1.8 million children in both grades from
public and private schools participated.

63. In 2003, the Government of Punjab took the lead among other provinces of Pakistan in
launching a comprehensive reform program - the Punjab Education Sector Reform Program
(PESRP) - which aimed at improving access, quality and governance in the education sector.
This program included supply-side interventions such as upgrading schools and filling teacher
vacancies and demand-side measures such as stipends for girls and subsidies to low fee private
schools. In parallel, a number of reforms in teachers’ recruitment and professional development,
textbook production and the examination system were initiated. The following sections take
stock of recent achievements and of remaining challenges (see Box 1 for data sources used).
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Recent Achievements

64. Net primary enrollment rates in Punjab have significantly increased since 2001-02, and
at a faster rate than in the rest of the country. While rates stagnated in the late 1990s, net
primary enrollment in Punjab increased by 38 percent between 2001-02 and 2006-07 and now
reaches 62 percent for the 5 to 9 age group. Both boys and girls have increased their
participation by 36-37 percent. Female enrollment rate has reached 59 percent (vs. 64 percent for
males). Although improvements also occurred in the rest of the country during this period of
rapid growth, Punjab continued to perform better and increased its comparative advantage over
the other provinces (Figure 1).

igure 1: Primary NER has increased faster in Punjab han in rest of Pakistan and for both boys and girls

Primary Net Enrollment rates over time (ages 5-9) Percent change in primary net enrollment rates by
gender in Punjab (ages 5-9)

70 - 62

60

50 ) -

40 - Punjab § a (1) 298-99 to 2001-
30 4 | Rest of Pakistan é

B 2001-02 to 2006-
07

Per

1998-99 2001-02 2006-07

Source: PTHS 1998-99, PSLM 2001-02, PSEM 2005-06, PSLM 2006 !

65. The increase in primary enrollment in Punjab took place in both rural and urban
areas, and across all income groups. Although all groups did benefit, the faster increase
observed in rural areas contributed to a narrowing of the urban-rural gap (from .17 to .11
percentage points) and progress in terms of access from low and middle income groups allowed
some improvements in terms of equity (Figure 2).

Figure 2: Primary NER has increased faster in rural areas and for low and middle income groups
1
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66. Although school participation is characterized by late entry into primary school, it is at
ages 5 and 6 that participation increased most over the last five years. Enrollment rates are
affected by the age at which children enter school. Although the official age bracket for primary
school is 5 to 9 in Punjab, many children enter school at an age later than 5 and remain in
primary school beyond the age of 9. Over the last five years, however, an increasing number of
children have entered school earlier and the mean age of children enrolled in Grade 1 has fallen
from 6.8 years to 6.2 in Punjab (Figure 3), compared to 6.5 years in rest of Pakistan.

Figure 3. Entry into school occurs late and dropping out begins early.
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67. Both public and private schools have contributed to increased enrollment. Private
schools, however, have gained in the share of enrollment for both boys and girls, and in urban
and rural areas, a phenomenon that is observed across all provinces of Pakistan (Figure 4). The
increase in the share of private schools has been greater in the upper income quintiles (Figure 5)
and, although the poor have access to private schools in both rural and urban areas, the share of
private school enroliment in the bottom expenditure quintiles remains below 20 percent and has
not increased much over time. To give greater opportunities to children from low income
families to attend private schools, the Punjab Government has started supporting low cost private
schools through PEF and this program is already benefiting around half a million children.

Figure 4: Primary enrollment in public and private schools
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Figure 5: Share of private schools in primary enrollment has increased for both boys and girls but
the increase has been greater in the upper income quintiles
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Remaining Challenges in Access

68. Despite the recent progress, large gaps remain and Punjab still faces significant challenges
regarding access to primary education. There are still 38 percent of children between ages 5 to 9
who do not attend school. The rural-urban gap remains large, particularly for poor households. It
is larger than the gender gap which itself is predominantly a rural phenomenon (Figure 6).
Disparities are best seen in comparing urban males with rural females: for every 100 boys who
enroll in school in urban Punjab, only 66 girls do so in rural Punjab. In urban areas, the main
gaps are between the richest and poorest quintiles.

Figure 6: The urban-rural divide is large for the poor
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70. Transition rates from primary to middle and secondary education remain very low. As a
result, net enrollment rates at the middle and secondary (matric) levels are only at 20 percent and
11 percent respectively in 2006/07 (Figure 7). Only about 30 percent of urban boys, 40 percent
of urban girls, 21 percent of rural boys and 20 percent of rural girls who complete primary
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education also complete middle school.? Although the stipend program in districts with low
literacy rates has had a positive impact on girl’s enrollment in Grades 6-10, there is a clear need
to pursue this strategy for a longer period of time (Box 2).

Figure 7: Net enrollment rates are much lower at middle and matric levels
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Box 2: The Female Secondary School Stipend Program in Punjab

The Government of Punjab introduced the female secondary school stipend program in 2004 in 15 low-literacy
districts of Punjab. Under the program girls enrolled in middle school (Grades 6-8) received a conditional cash
transfer of Rs. 200 per month® for attending public schools. Chaudhury and Parajuli (2006) conducted a rigorous
impact evaluation of the Punjab stipend program. They estimate the net growth in female enrollments in grade 6-
8 in stipend eligible schools using different estimation strategies including difference-and-difference (DD), triple
differencing (DDD) and regression-discontinuity design (RDD). Results indicate a modest but statistically
significant impact of the intervention. The average program impact between 2003 and 2005 was an increase of 6
female students per school in terms of absolute change and an increase of 9 percent female enrollment in terms of
relative change. Regardless of the estimation strategy, the impact is consistently significant and positive. A
triangulation effort was also undertaken by the authors using two rounds of a nationally representative household
survey conducted by the Federal Bureau of Statistics before and after the intervention (PTHS 2001-02 and PSLM
2004-05). Even though the household surveys were meant to be representative at the provincial level, results
corroborate evidence of the impact using school census data.

71. Although improvements have been made in infrastructure in recent years, poor
infrastructure and low availability of functioning schools remain a constraint in increasing
access, and more so for girls. According to the two rounds of the LEAPS survey in 2003 and
2005, even though infrastructure has improved in recent years, the gap remains significant. With
the exception of a few public schools that are poorly equipped in terms of even basic facilities
such as classrooms and blackboards, most schools have adequate classrooms and blackboards
but lack facilities like toilets, teaching aids, libraries, boundary walls and access to electricity.
Still 45 percent of public schools do not have access to electricity, 37 percent do not have
boundary walls and 74 percent do not have a library (Table A). Absenteeism among enrolled
children tends to be higher in schools with missing facilities. In addition, distance to school
affects enrollment of girls more than boys and accounts for 60 percent of the gender gap in
enrollment (LEAPS)**. For every 500 meter increase in distance to school, girls’ enrollment

22 Estimates for completion and transition are for children between the ages 15 to 19 using PSLM 2005-06 survey.
3 In dollar terms, this is about $US 3 per month.
241 earning and Education Achievement in Punjab Schools (LEAPS), World Bank Report, February 2008.
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drops by 20 percentage points. Physical access is a more serious constraint at secondary and
higher levels as there are fewer of these schools compared to primary schools.

Infrastructure in public schools Percent change Level in 2005
between 2003-2005

Number of toilets per school 38 .36

Percent schools with library 65 26

Percent schools with boundary wall -5 .63

Percent schools with fan 8 48

Percent schools with electricity 10 S5

Remaining Challenges in Quality of Education

72. The increased investments in the education sector and institutional reforms under the first
phase of PESRP have not yet translated into improved student learning and the education system
is still ill- equipped to provide the school population with the relevant skills and training required
to contribute productively toward society and the economy. Considerable progress has been
made over the last few years to measure and monitor learning outcomes. This includes the
National Education Assessment System (NEAS) established at the national level, and the Punjab
Examination Commission (PEC) at the provincial level which has seen a set of recent reforms to
improve the quality of assessment. These are supplemented by an extensive research program on
learning outcomes that was initiated in 2003 in three districts in Punjab. The test content, test
administration and samples are different in each of these assessments, making it difficult to
compare results across them. However, all of the studies concur that learning outcomes are poor
(Figure 8) and substantially below curricular standards. Another common finding is that private
schools perform significantly better than public schools. See Box 3 for a more detailed
description of the findings of these studies.

73. The low quality of education can be related to a number of issues related to teachers and
pedagogy: (1) low levels of teacher competence; (ii) high teacher absenteeism; (ii1) inappropriate
curriculum and textbooks that include outdated material; (iv) outdated pedagogical methods; and
(v) inadequate teaching materials and aids. The institutional infrastructure for in-service training
exists, but the content of training is weak. Pedagogic methods rely on rote learning and high
stakes examination. Most textbooks do not have accompanying teacher guides, nor do they
possess adequate teaching materials. Finally, there is no system for carrying out periodic
assessments of teachers.
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Figure 8: Results from NEAS (left) and PEC ( _ht) show learning outcomes are low in Punjab
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74. Teaching practices remain outdated and are largely based on a culture of rote learning
gearing students towards examination. The profession of teaching has become one of the least
desirable career aspirations for young graduates, not least because of the low levels of
remuneration but also due to the lack of other incentives. Teachers are seldom provided
academic guidance; use of supplementary materials is limited; and training has not necessarily
led to improved classroom practices. Much of the reliance to date on improving teacher
performance has been on teacher training. The province still has a long way to go to provide
competencies complemented by support mechanisms to motivate teachers to improve classroom
teaching practices, a process which has now started through on-site mentoring. A further
challenge, especially at the primary level, relates to the limited time that teachers can actually
spend with students, given the prevailing multi-grade environment.

75. Textbooks and Learning Material: A major part of reform over the past three years has been
to open up textbook authorship, publishing and printing under a phased approach. Printing of
textbooks has been gradually opened up to competition, which has improved the print and
physical quality of these books and has lowered the cost. However the quality of the content of
textbooks has not been improved as textbooks had not come up for renewal during the past three
years. The Federal Ministry of Education has recently revised the curriculum as a part of a
national curriculum reform program. New textbooks coming up for renewal will be prepared
under the new curriculum, and book authorship will take place under an open competitive
manner, leading to improvement of the content quality of textbooks.

76. At the classroom level, there is a scarcity of up-to-date learning material to supplement
textbooks. Past experience with use of supplementary materials has shown that training teachers
to integrate materials such as charts, reading materials, and other learning aides into their lessons
is not effective as classroom based practice is often very different from the environment in
training programs. More on-site classroom based support is required to bring a cultural shift in
teaching practices, including effective use of support materials.
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Box 3: Learning outcomes in Punjab

This box summarizes key findings on student learning outcomes in mathematics and language and on their determinants from
(i) the NEAS 2006 round of grade 4 standardized tests carried out in Punjab and nationwide in government schools only; (ii)
the 2003 LEAPS survey of grade 3 in rural Punjab which includes public and private schools, and (iii) the 2006 PEC survey of
grade 5 which includes public and private schools. In the NEAS, scores on tests provide a measure of how well the students
can answer questions based on the National Curriculum. Scaled scores are used with the scale used the same as in TIMSS,
SAT, TOEFL, etc. The range of scaled scores is 0-1000 and the scales are constructed so that a student achieving 50 percent
correct marks receives a scaled score of 500 and the standard deviation of the scale is set at 100.

o Learning outcomes are low: Both in Punjab and in Pakistan, scores in Grade 4 were significantly below the set mean in
language and mathematics. The mean scores in mathematics and Urdu in Punjab were comparable to Pakistan (Figure 6).
Initial available results on Grade 8 also indicate low mean scores in language and mathematics, although higher than the
mean for Pakistan. In the NEAS, nationwide, mathematics results were better when it came to number recognition and
simple mathematical processes while results were weakest when it came to conceptual applications of processes,
definitions, relations and measurement or in geometry or spatial competencies. In language performance, the most difficult
areas were narrative or persuasive writing, and reading for connection, while students did better at reading for information,
or general understanding.

e The LEAPS survey also showed that students’ knowledge in mathematics and Urdu is far below curricular standards in
rural Punjab. Mathematics questions involving division and multiplication are difficult for most students in grade 3. Even
simple operations such as subtraction and addition are not acquired by many students. Only 65 percent of third graders
were able to do single digit subtraction comparable to grade 1 in the curriculum. Results in language were also poor. As an
example, only about 30 percent of third graders were able to write a simple sentence using the word “school”.

e The LEAPS survey finds that schools make a large difference to learning outcomes. More than 50 percent of the variation
in scores is due to differences among schools. In other words, differences in learning outcomes between children would
fall significantly if all children presently attending “bad” schools were to attend “good” schools. Child and household
characteristics such as gender, age, parental education and wealth add little explanatory power. Unlike the gender gap in
enrollment, the gender gap in scores is insignificant for both mathematics and Urdu. Private schools outperform
government schools in learning outcomes. The private-public scores gap is larger than the gap due to socio-economic
differences across students. In fact learning outcomes in private schools remain significantly higher even after controlling
for differences in school and child/household characteristics. Private schools have lower student-teacher ratios and better
infrastructure but they do not account for much of the score gap between public and private schools. The report suggests
that difference in teacher effort between public and private schools may be one of the key factors accounting for the test
score differential. It estimates that students in public school will require between 1.5 to 2.5 years of additional schooling to
reach learning levels of private school students in Grade 3.

® The PEC results from Grade 5 also indicate that learning outcomes are below curricular standard. PEC assesses students on
competencies that closely reflect the curriculum. Children are assigned a percent correct score. In Grade 5, mean scores
were 46 percent in mathematics and 52 percent in Urdu. Mathematics competencies were also graded by difficulty levels
from A to E, A being the most advanced ones and D/E being the most basic ones (Figure 7). A-level competencies include
calculating areas of squares and rectangles, solving word problems involving basic operations on fractions, solving
everyday problems involving proportions while D/E level competencies include multiplication and addition in everyday
context, identifying shapes, writing roman numerals up to 50 etc. Only 7 (26) percent of grade 5 children could do the
more advanced A (B) level competencies.

o The PEC results find that school characteristics are associated with scores. These include school type, medium of
instruction, location, gender mix of students and school level. Private schools have higher scores than public schools.
Schools using English as the medium of instruction do better than schools using Urdu as the medium of instruction.
Schools in urban areas do better than those in rural areas. Schools that have students from both genders have higher scores
than schools with only boys or only girls. Schools that have grades up to high school or middle school do better than
schools with only primary level grades.
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Challenges in Sector Management and Governance

77. Despite programs under PESRP that aimed to improve capacity and governance, there are
still large gaps in district and local level capacity to provide effective support to schools. In
order to make schools function more effectively, district governance and management capacity
has to be improved, accountability mechanisms strengthened, school based management
improved, and communities empowered. The capacity for planning and managing education
service delivery at the district level is still weak. While field monitoring systems have been
effective, these now need to be integrated into the district education departments’ main
responsibilities. Building upon lessons and operational experiences of the pilot program for
strengthening school council (SC) capacity, community level participation in school
management also requires further strengthening. At the provincial level, while credible
monitoring and planning systems have been established, these need to be strengthened to enable
more robust analysis for measuring and identifying student learning performance, and to provide
support for improving quality of learning. Capacity for fiduciary functions at both provincial
levels also requires improvement. Further focus on these areas will help to improve governance
and accountability in the sector, reduce inefficiencies and corruption, and bring better service
delivery to the communities.

78. The mechanisms for ensuring teacher accountability remain weak. The Punjab Schools
Education Department is one of the largest employers in the country (over 500,000 staff), yet it
has limited capacity to monitor staff performance. The LEAPS survey reports teacher
absenteeism rates around 20 percent. High teacher absenteeism emanates from political
interference in postings and transfers, weak monitoring and supervision, and lack of
accountability in the system. Especially problematic are the guidelines of the outdated Civil
Servants Act, which make it virtually impossible to fire staff when necessary by preventing
action against poor performers. Teachers are hired primarily on the basis of education and
training qualifications. Once hired, there is limited accountability. Teacher salaries in the
government sector are based on teacher qualifications such as education, training and experience
and are in no way linked to teacher effort or learning outcomes®. The Government has started
addressing this issue by recruiting local teachers and giving them school based contracts
according to the need-based and facility-specific contract recruitment in place since 2005. This
recruitment policy together with the intensive school monitoring system, absenteeism has started
to decline. But given that there are large numbers of teachers in the system from the pre-contract
policy implementation, much more is required in terms of strengthening accountability of the
teacher to the communities, including through a stronger role of the School Council, Although
teacher accountability is a serious concern, it is important to note that part of the absence among
teachers stems from the non teaching duties assigned to them. In the LEAPS survey, 26 percent
of teachers in public schools reported absence due to non teaching work required of them.

B A large fraction of government teachers is highly educated (45 percent have a college or masters degree) and trained. 94
percent have received teacher training (PTC, CT or Bachelor of education degree). 88 percent have 3 or more years of
teaching experience.
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Annex 2: Major Related Projects Financed by the Bank and/or other Agencies
PAKISTAN: Punjab Education Sector Project

Sector Issue

Project

Ratings
(For Bank Projects Only)

IDA Financed

Improve education sector financing,
access and quality of education in
Punjab

Punjab Education Sector Adjustment Credit

(PESAC), Report No. 27528-PK

Implementation Progress: S
Development Objectives: S

Improve education sector financing,
access and quality of education in
Punjab

Second Punjab Education Sector
Development Policy Credit (PEDPC-II),
Report No. 31519-PK

Implementation Progress: S
Development Objectives: S

Improve education sector financing,
access and quality of education in
Punjab

Third Punjab Education Sector
Development Policy Credit (PEDPC-III),
Report No. 35441-PK

Implementation Progress: S
Development Objectives: S

Improve education sector financing,
access and quality of education in
Punjab

Fourth Punjab Education Sector
Development Policy Credit (PEDPC-II),
Report No. 38884-PK

Implementation Progress: S
Development Objectives: S

Improve participation, retention and
transition, reduce gender and regional
disparities, and improve quality in
elementary and secondary education
(grades 1-10).

First Sindh Education Sector Development
Policy Credit (SEDPC); Report No. 38709-

PK

Implementation Progress: MS
Development Objectives: S

Support for the government’s medium-
term reform program with a strong
emphasis on human development and
inclusive growth

First NWFP Human Development Policy
Credit; Report No. 35479-PK

Implementation Progress: S
Development Objectives: S

Improve human development, promote
economic growth and reduce poverty.

NWEFP Second Development Policy Credit;

Report No. 38517-PK

Implementation Progress: S
Development Objectives: S

Design and administer assessment
mechanisms; to establish administrative
infrastructure and capacity for
assessment administration, analysis and
report writing; and to increase
stakeholder knowledge and acceptance
of assessment objectives and procedures

National Education Assessment System

Implementation Progress: S
Development Objectives: S

To promote public-private and
community partnerships to improve
access to quality primary education, in
particular for girls.

Balochistan Education Support Project
(BESP); Report No. 34999-PK

Implementation Progress: S
Development Objectives: S

30




Other Development Agencies

Development Partner

Project

European Commission (EC)

Sindh Education Plan Support Program; 2006 - 2011

European Commission (EC)

NWFP Education Sector Reforms Program; 2008 — 2013

Japan

Support for improving literacy in Punjab

Asian Development Bank (ADB)

Punjab Devolved Social Services Programs; 2005-2008

Asian Development Bank (ADB)

Balochistan Devolved Social Services Programs; 2006 - 2009

Asian Development Bank (ADB)

Punjab Resource Management Program; 2003 - 2008

Asian Development Bank (ADB)

Science Education Project; 1999-2007

Asian Development Bank (ADB)

Girls Primary Education Project; 2000 - 2006

Japan Bank of International Cooperation (JBIC)

Middle Level Education Project; 1998 - 2006

United States Agency for International
Development (USAID)

Education Sector Reforms Assistance Program; 2002 — 2007
EdLinks; 2008 - 2013

United Nations World Food Program (UN-WFP)

World Food Program Project; 2004 - 2008

United Nations Children’s Fund (UNICEF)

Support for Examination and Whole School Approach in Punjab.

UNESCO

Teacher Accreditation at Federal Level
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Annex 3: Results Framework and Monitoring
PAKISTAN: Punjab Education Sector Project

Arrangements for results monitoring
I. Introduction

79. Drawing on the success and lessons of experience from the Government’s established
monitoring system under PESRP, the monitoring framework under the Project benefits from
developed, data-based and school-based monitoring mechanisms that are reviewed periodically
at the Provincial, District and sub-District levels for assessing progress in the Project’s outcomes
and results. Disbursement Linked Indicators (DLIs) and other key indicators to monitor
implementation and outcomes were agreed during preparation, in accordance with the Project’s
development objectives.

80. The use of timely data and information to support and monitor progress has increasingly been
embedded into PESRP implementation at the Provincial and District levels. The School
Education Department (SED), through the PMIU with collaboration from other apex educational
institutions such as DSD, PEC and PEAS, operates a comprehensive monitoring system which it
is relying on more and more for information-based decision-making. For example, two key areas
of data usage for decision-making relate to the composite index of district performance (prepared
monthly) and the identification of missing school facilities, which are used by the District
Review Committee, chaired by the DCO, to: (i) introduce corrective measures; (ii) formulate
appropriate action plans; and (iii) allocate funding according to priorities.

81. SED’s monitoring system comprises a number of inter-linked aspects of internal monitoring,
involving 35 District Monitoring Officers (equipped with a district EMIS), and 929 Monitoring
and Evaluation Assistants, whose tasks focus on data collection and verification of such
indicators as teachers and students’ attendance, school cleanliness, free textbook provision,
stipends, upon which a monthly Performance Evaluation Index (PEI) for each district is derived.
This is further reinforced by regular third party validations and evaluations. This education
monitoring system has been an exemplary model for other sectors in the Punjab Province, as well
as for education programs in other provinces. Thus, the system of data collection, validation,
compilation and analysis is fairly reliable. The Government of Punjab, under the leadership of
the Chief Secretary and implemented by the Implementation and Coordination Department (of
Punjab Government), is introducing a system of e-monitoring which promotes greater use of
electronic communications down to the sub-district level to enable real-time monitoring. Under
the Project, the focus is on fine-tuning and further strengthening the system, based on lessons
from past experience, to be able to measure program implementation and outcome results
effectively under the agreed framework.

II. Sources of Data for Monitoring Outcomes and Outputs

82. SED’s school monitoring system features: (i) an annual school census; (ii) the School
Management Information System (SMIS); and (iii) a monthly monitoring system.
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83. School Management Information System (SMIS): At the provincial level, the PMIU
maintains a dynamic School Education Monitoring Information System (SMIS), under which bi-
annual school censuses are conducted and the data used regularly for planning. This census data
has also been transferred to the districts and is bi-annually updated. Similarly a College
Management Information System (CMIS) is also fully functioning. The system is being used
for posting and transfer decisions thereby making the process much more transparent. In a short
period, it has introduced a shift in the business process related to management of human
resources in the college sector.

84. Program Monitoring through Performance Evaluation Index: In addition to these
management information systems, ongoing monitoring is conducted through a system which
tracks sector expenditures, implementation progress on program interventions, and overall sector
progress. Monthly monitoring data is linked and districts performance is ranked. The provincial
government conducts monthly review meetings with all districts.

85. District Level Monitoring: Two monitoring streams are under implementation. These are:
(a) the office of DMO which includes the district EMIS functions, and the School Monitoring
Wing which is supported by the MEAs; and (b) the monitoring done through the EDO
(Education). The office of the District Monitoring Officer, assisted by MEAs, is the backbone of
the effective district-based system of school monitoring and data collection, which is regulated
by the PMIU. It functions as an in-built third party monitoring outside of the mainstream district
education department. To enable them to perform their tasks effectively, MEAs are assigned
areas or “school circles,” which enable each of them to visit at least four schools per day. Each
school in the circle is visited at least once. Every month MEAs are rotated within a district to
ensure veracity and transparency in data collection and monitoring. MEAs are required to fill
out a two-page monthly monitoring checklist, which includes items such as enrollment, teacher
attendance, student attendance, and stipends and textbook delivery. In addition, every year
MEAs act as enumerators for the SMIS. In addition, monthly review meetings are conducted by
the District Coordination Officer with the DMO and EDOs to regularly assess performance at
tehsil and sub tehsil level.

86. Third Party Validations (TPVs): In addition to data triangulation across databases, the
PMIU arranges for third party validations (TPV) to be undertaken to test the validity of monthly
monitoring data to: (i) assess the quality of civil works and supply of furniture being carried out
under the program for up-gradation of missing school facilities; (ii) verify the actual receipt of
stipends and of free textbooks; and (iii) assess the impact of teacher training and public-private
partnership through PEF. These serve as an important external check on internal monitoring
systems.

87. Information on the education program is widely disseminated on the Government’s
website”®. Going forward, this website will also include a citizen complaint mechanism, which
is an important step towards creating a culture of citizen/client reporting. In addition, the SC
capacity building program will also include dissemination among primary stakeholders.

26 , .
http://pesrp.punjab.gov.pk
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III. Monitoring of Outcomes

88. Enhance quality of school education: To measure improvements in learning outcomes,
education quality diagnostics instruments will be used to assess learning levels against grade
competencies and through examinations. In this regard, SED will be supported by the Provincial
Educational Assessment Center (in collaboration with the National Education Assessment System
[NEAS]) for assessment of learning levels at Grades 4 and 8. NEAS provides important
information on learning gaps, and the Punjab Education Assessment Center undertakes in depth
analysis to provide horizontal and vertical feedback into the system. This capacity will be
strengthened.

89. For measuring learning levels through examinations, SED will be assisted by the Punjab
Examination Commission (PEC) for administering examinations for Grades 5 and 8. PEC
maintains a comprehensive database of student achievement in Grades 5 and 8. This information
will be expanded to include Grade 10 (Board results) and used together with the SMIS to
conduct analysis to identify factors affecting poor performance and those contributing to good
performance, and will feed into programs to provide additional support to poor performers and
rewards to the best performing/most improving schools.

90. Improve school participation and completion and reduce gender and urban/rural
disparities: The program will monitor progress in school enrollment, completion, transition
rates, and gender. This data is already being collected and analyzed regularly by the PMIU
(School Education Department) at the provincial level through the School Education Monitoring
Information System (SMIS), described above.

Monitoring of Intermediate Qutcomes

91. Enhance education sector expenditure and improve fiduciary environment: The systems
for expenditure monitoring started three years ago are now well established both at the provincial
and district levels. These provide quarterly reports on sector expenditures. Financial monitoring
and audit reports, as well as procurement monitoring reports, will provide the basis for assessing
progress on fiduciary aspects.

92. Improve teaching practices and effective use of teaching/learning materials:

o Teacher Professional Development: The DSD maintains a database on all
professional development activities for teachers. This database also provides useful
information that can be used for analysis on performance, and for planning additional
support.

o Establishment of program for certification, accreditation and licensing of teacher:
SED will provide notifications, rules and regulations relating to the establishment of
certification, accreditation and licensing program for teachers.

o Development, piloting and evaluation of program for enhancing use of teacher
resource and supplementary learning material: SED will provide notifications on
policy implementation for the program in addition to the evaluation reports of the
working group, minutes of meetings of the group etc.
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o Textbook Reform: The Punjab Textbook Board (PTB) will be the source of
information to monitor development of textbooks through an open competitive
process, and field-testing of new textbooks.

e Performance linked incentives program: Notifications on policy approvals, criteria,
guidelines on implementation will be provided by the SED. Implementation of the
program will be monitored by the PMIU and data validated by TPVs.

93. Provide incentives for school participation and improved equity. The SMIS maintained by
the PMIU will provide data on number schools with missing facilities, number of schools
upgraded from primary to middle and middle to secondary, provision of free textbooks and
stipend to eligible girls. This data will be validated on a periodic basis through TPVs.

94. Improve school management, governance and monitoring and assessment and
examination systems: Data on the transfer of the non-salary budget and utilization of the budget
will be derived from the expenditure monitoring system discussed above. Data on teacher
absenteeism will be gathered from the SMIS managed by the PMIU. Information on the capacity
support provided to School Councils will be provided by SED based on reports from the RSPs
and validated in the second and third years through TPVs.

IV. Research and Evaluation

95. Impact Evaluations & Evaluation of Student Learning. The Technical Assistance (TA)
Component will also support the strengthening of capacity to monitor learning outcomes and to
evaluate the impact of quality interventions mainly through third party validations, impact
evaluations for various program interventions, and relevant studies.

V. Supervision Strategy

96. The supervision strategy for the Project is based on several mechanisms that will enable
enhanced implementation support to the Government of Punjab and timely and effective
monitoring of Project activities. These are described in detail in the PAD and Financing
Agreement of the Project. Key features of the supervision strategy are explained below:

97. Joint Review Missions: DPs will join the Government of Punjab to formally review program
implementation semi-annually. The March/April missions will focus on assessing progress
towards DLI targets, implementation of TA, and review of financial management reports. The
September/October missions will conduct a comprehensive review of Project performance
against the Results Framework and agree on planned actions (including financing plan) for
coming years, in line with the Medium Term Sector Framework/Medium Term Fiscal
Framework, in addition to progress in the TA component. As part of formal and ongoing
technical missions, extensive field visits will be undertaken to determine reform outcomes, and
to take corrective actions for improvement at the district and school levels. One month prior to
the joint review missions, SED, through PMIU, will provide to the DPs a comprehensive
progress report on program activities, and an annual plan and budget, based on the agreed MTSF,
and studies and evaluations.
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98. The TTL and other key members of the Bank team including fiduciary and safeguards staff
and specialists from other Development Partners engaged with the Project are based in the
country office which will enable continuous dialogue with the Government supplemented by
missions throughout the duration of the project for additional support as and when needed.

99. SED’s Monitoring System: of data collection, validation, compilation and analysis has been
strengthened considerably through support in the past under the PEDPC series. It is fairly
reliable and will be strengthened further through support from the Project. The DPs will use
information generated from this system in assessing progress made by project activities. Key
features include:

100.  School Management Information System (SMIS): The PMIU maintains a dynamic SMIS,
under which annual school censuses are conducted and the data used regularly for planning.

101.  Program Monitoring through Performance Evaluation Index: Ongoing monitoring is
conducted through a system which tracks sector expenditures, implementation progress on
program interventions, and overall sector progress. Additionally, monthly monitoring data is
linked and districts performance is ranked based on indicators such as teachers and students’
attendance, school cleanliness, free textbook provision, stipends, etc. This information is
published on the PESRP website.

102.  District Level Monitoring: Two monitoring streams are under implementation. These
are: (a) the office of District Monitoring Officer (DMO) which includes the district EMIS
functions, and the School Monitoring Wing which is supported by the Monitoring and
Evaluation Assistants (MEAs); and (b) the monitoring done through the EDO (Education).
MEAs are assigned areas or “school circles,” which enable each of them to visit at least four
schools per day. Each school in the circle is visited at least once in a month. Every month
MEAs are rotated within a district to ensure veracity and transparency in data collection and
monitoring. MEAs are required to fill out a two-page monthly monitoring checklist, which
includes items such as enrollment, teacher attendance, student attendance, school facilities, and
stipends and textbook delivery. SED employs 35 DMOs and 929 MEAs for its monitoring
functions.

103.  Third party validations (TPV) are also undertaken periodically to test the validity of
monthly monitoring data. These include, for example, the quality of civil works and supply of
furniture being carried out under the program for up-gradation of missing school facilities;
verification of the actual receipt of stipends and of free textbooks; the impact of teacher training.
These serve as an important external check on internal monitoring systems.

104. Independent Third Party Validations (TPVs): The TA component of the Project builds in
third party validations of the following PESRP interventions: (i) textbook delivery; (ii) stipend
delivery; (iii) missing facilities program; (iv) school up-gradation program; (v) teacher
recruitment; (vi) support to school councils (transfer of recurrent budget and capacity building
program); and (vii) performance-based incentive program for teachers.

105. Internal Audit: An Internal Auditing Specialist will be engaged by the PMIU to support
implementation of the Project. The Internal Auditing Specialist will, among other things,
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support the enhancement of the accountability process through reinforcing internal controls
under the Project as well as through systematic follow-up with executive departments on
managing the resolution process of external audit observations in the entire sector. In addition,
under the TA component, there is a provision for support for sectoral PFM reforms to undertake
activities such as improving budget management in the education sector, capacity building of
DDOs, using financial reports for decision-making, enhancing procurement effectiveness, and
improving internal controls, etc.

106. External Audit: The annual financial statements of the Project (the EEPs and TA
component expenditures financed by the Bank) will be audited by the Auditor-General of
Pakistan®’. These audited statements would be submitted to the Bank within six months after the
close of the fiscal year. The Office of the Auditor-General of Pakistan is acceptable to the Bank
as independent auditor for all the activities undertaken by provincial and district governments in
Punjab.

107. Coordination with Government of Punjab’s Chief Secretary E-Monitoring Initiative: A
new electronic monitoring system is emerging, with introduction of enhanced use of electronic
communications to enable real time monitoring. This is an initiative that is led by the
Implementation and Coordination Department in the Chief Secretariat, and is tied closely to the
Citizen’s Complaint Cell and System. The SED is connecting its monitoring system gradually to
coordinate with this new initiative, and the Task Team will work with the Punjab Government to
strengthen this initiative and to gradually rely on such means to augment its supervision.

108. Security risks: The prevailing security situation in Punjab is not anticipated to have a
significant impact on the supervision of the Project. If conditions warrant, the DPs will consider
alternate forms of supervision, such as greater use of electronic means, reliance on TPVs and in-
built monitoring. The emerging e-monitoring system of Punjab Government will also be utilized
and further developed.

7 The role of the Auditor-General to carry out the annual audit of the financial statements of Bank-financed
projects is generally acceptable to the Bank. The Auditor-General being the Supreme Audit Institution in Pakistan
has formally adopted the INTOSAI Standards on auditing. In addition, the new Financial Audit Manual
enshrines the principles contained in the International Standards on Auditing issued by International Federation
of Accountants.
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Results Framework

Project Development
Objectives

Project Outcome Indicator

Use of Project Outcome
Information

Enhance quality of
school education

| Learning levels monitored through assessments in 4
- key subjects at the Grade 5 level and through
. examinations (all subjects) at grade 5, 8 & 10 levels.

Learning assessments and
examination results will be used
as tools to identify poor
performing schools/students and
design improved teaching and
learning processes

Improve school
participation and
completion at primary,
middle and secondary

! levels (grades 1- 10 )

Reduce gender and
urban/rural disparities

Increase in net enrollment rates at primary level
(Grades 1-5; age group 5-9)
Overall: 62 percent to 66 percent
~ Girls: 59 percent to 62 percent
Boys: 64 percent to 70 percent

Increase in net enrollment rates at middle level
. (Grades 6-8; age group 10-12)
- Overall: 20 percent to 22 percent

Primary school completion rate: 61 percent to 65
percent

Increase in ratio of female to male NER in rural
areas

Primary: 89 percent to 92 percent

Middle: 74 percent to 78 percent

Indicators will monitor progress
over time and inform
government authorities about
program implementation and

! needed adjustments.

~ The performance on these

indicators will be reviewed
annually.

Intermediate
Outcomes

Intermediate Outcome Indicators

Use of Intermediate Outcome
Monitoring

Enhance education
sector expenditure and
improve fiduciary
environment

Annual education budget consistent with Medium-
Term Sector Framework and Medium-Term Fiscal
Framework

Education expenditures in line with budget targets

At least 60 percent reduction in outstanding
advance audit paragraphs (provincial and district
levels) in the education sector for FY08 and FY09

40 percent improvement in procurement
performance in education sector as measured by
improvement in: a) publication of awards, b) time
for preparation of bids; ¢) bidder Participation; d)
bid acceptance; e) bid processing lead time; f)
cancelled bidding procedures; g) contract
amendments; h)contract dispute resolution; i)
completion rate; and j) late payment

i Indicators will provide

information on the process of
budget execution, the
sustainability of sector financing
and improvements in
accountability and transparency
in the financial management and
procurement systems. They will

- measure the improvement in the

internal control systems of the
department and the systems for
procurement of goods, services
and civil works in the sector

Improve teaching
practices and effective
use of teaching and
learning materials

Teachers in all districts provided training and on-
site support by DSD under the CPD Framework

Development. niloting and evaluation of program

These indicators will provide
information on the gradual
improvement in the teaching and
learning process and the
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for enhanced use of teacher resource and
supplementary learning material

Establishment of a certification, accreditation and
licensing program for teachers

Implementation of textbook reform; Number of
books developed by authors selected through an
open competitive process; Number of textbooks
field tested

Number of schools awarded performance-linked
incentives for teachers in best-performing schools

reduction in disparities between
schools’
performance

Provide incentives for
school  participation
and improved equity

Decrease in number of schools with missing
facilities from 2009 baseline

Number of schools upgraded from primary to
middle; Number of schools upgraded from middle
to secondary; (percent of girls’ schools upgraded)

Free textbooks delivered to public schools within
the first month of the academic year
Timely delivery of stipends to eligible girls

Public financial support for students in low cost
private schools expanded and evaluated

These indicators will inform
about improvements in the
quality of service delivery and
the reduction in the number of
out-of-school children (in
particular, girls)

Improve school
management,
governance and
monitoring and
assessment and
examination systems

Percent of SCs that received non-salary budget in a
timely manner

Percent utilization of school-based budgets
Percent of SCs provided capacity support

Percent reduction in teacher absenteeism from 2008
baseline

Number of teacher recruited in accordance with a
recruitment plan based on the approved recruitment
policy

Transparent examination and assessment system,
providing quality information on student learning

Monitoring and evaluation system strengthened at
province and district levels

School census conducted annually

Transfers to school councils and
reorganization of district
education offices will be
instruments to strengthen
accountability for service
delivery at school and district
levels.

The M&E system — including the
census and examination data —
will be critical for a better
assessment of needs and for
feeding into policy design.

39




or

L00Z YD Jo [ d woy 2unasnqg NI 241 &q pauviutoul STINS aY3 wWo4f DIDp uis1aajuasq 1oyana] (9007 ut
9 2PDAD) UL SUIPMIS/EOOT UL | IPDAD Ul STUAPNIS) DIDP SNSUID [DNUUD WO paaidp py uonajduio)) 1iodas WIS /(0-9007 24 Wo panliap aIppiy pup Kivuiiid ul oyp.
apu-appuiaf pun YN fo 2utjasvg (WISd) fo4ng juouansvapy spaopunis Suiary pun [0S uvispvd a2yl wiodf pauiniqo sousyvis (YIN) 210y Judujjous 1N 1020104

Surexa

[00Y0s pue [euonEU
Jo Anjenb posoadun
‘sp0alqns Loy ¢

1SBI[ JB Ul SJUSLISSISSE
eroutsoxd ¢ apein

paso[duod sisAjeue
‘o[npayos 1ad se

PoIoNpUOD SUOTJEUIIIEXD

pue SJusUWISSISSY

paejdios sisA[eue
‘anpayos 1ad se
PA1oNPUOD SUOLJEUTIEXD
PUE SJUOMISSISSY

parejdunoo sisAjeue
‘opnpayos 1ad se

PAAIMPUOI SUOTIRUTUIEXD

Pue SjudWSSISsy

SWIEXO dje[noiryeur

01 9pe1n) pue
‘suoreunuexy [00YoS
8 79 G apeIn ‘s100[qns
A9 Ul SHUSUISSISSE

SUONEBUIUIEXS PUE SJUSUISSISSE
ySnonyp parojuowr sjaad] Sururea |

Jo Kypenb paaoxduy [EUONEU 8 %9 ¥ PBID
%01 %E 11 %9l %8 €1 %1°S1 9)B1 WISIAIUISGR JOYOLI |,
%89 %19 %t9 %79 %19 aje1 uono[diod jooyos Krewiig
(8-9 sape1n
%8L %LL %9L %SL %L ‘dnosg a3e 71-0[) seare [exnr up
[9A9] J[PPIUL YHN ONEI S[BUI-I[RIId,]
(5-1 sepe1n
%T6 %16 %S"06 %868 %68 ‘dnoig ae 6-¢) seale [emn1 Ul [PAI]
Areurad “ggN Onel o[eur-3[eua,]
%z %S°12 %Iz %S0T %0z (8-9 sapeip) “dnoid
ot ’ ’ ’ ° 98e Z1-01) [9A9] 2PPIU “YAN [[PIA0
¢ o0 or o oy e Sor o ¢ orew ‘ojeurd] (G- sopein) ‘dnoil
[%0L ‘%T9] %99 (%589 %€ 19] %S9 [%L9 %5091 %9 (5759 “%8'65] %€9 (%19 “%65] %29 ow_m M-a La_ %%Ew .%mZ@:S?O
oI | 3007 S 10yea1puy

SHO.LVOIANI FNODLNO JASHUd




v

snsu0 0T HA0KO

A31014193]2 pue 19710} “Jojem SuB[ULp ues(d ‘[jem AIBPUNOG SE POULjop SanI[Ioe] wEmm:z o

o1 Y81y 10f (sopaout g spu3 sojavu §9:soq) ySipy | -uoneziueSio Ared puyy e Aq pue sjooyas Arewnd (o4 1 ‘sjooyas QIPPUA |  s[oad] oYy
01 |ppyy 40f (spjavw g7 :sju8 'splvwu ¢z:sdoq)appry | uonepifea ‘papeiddn sjooyog popeiddn Jo 1511 K&juoud sdofaaap Kyewnad 0] Arewtag 0} §59008
01 Ktvuttdg 40f} vav puvy () :uo pasvq 3IPPIA 00T PUR S[00Y2S S]00Y2S S[PPIAL 00T pue uejd uoreyuswadun ongnd | woly uonisuen pasealdu]
2q 07 papp.3dn 2q 0} j00YIs [0 u01103]as 40f DLAIL) (1) Krewd 008 [eUOCLIppE Uy pue sjooyss Arewirrd 009 | sasedasd yuowneda(g sjooyos Y89y paseanuj b 11d
'Sd( Yim paatSo
sanip1ovf Suissiu fo uoistaoad 4of sautapms3 ayp yum
20UDP402ID U1 SPN1oVf Burssnu papiaoad sjooyos (q) GANIoRY
puD £100425 112302 07 papiao.d aiom sau1onf Juissiut |ip Buisstw
(v) :f1 ssassp 01 S150q 2pdwDS D U0 [ [ L] Ul patajduiod Jow
AdL (111) pup ‘sq(q 241 ynm pasu3p sauiaping 10 SUO Yim
Y1 YNM 2oUDPI0ID Ul paudw]dut wvi3oig (Arepuodag
(1) :s[-Dd Jpnpraipur fo uonv.ivda.d puv uoniaas 19Y31H
40f sooptuuo)) BuriaalS 1LISIT Y1 Ag Ma1na4 10f uoneziuedio Aued sIseq pue ydig
$1014151p 07 papraoad 1s1) (2) ‘vivp SPNS Suisn paupdaid pay e Aq pajepijeA pue yoeoidde [ooyos ajoym e uo OIPPA gSoNI[108]
aq o1 sjooyos Buidfijpnb fo sis1y (q) ‘sanpronf Suissiu siseq siseq S[O0YDS 03 SauI[ioe) Juissiwu ‘Arewrid) Surssmu
11p ap1aoad o1 (7S 4q jooyas yova 4of awdyds su() (v) yoeoudde [ooyds sjoym e uo yaeoidde [ooyos sjoym e uo 112 sp1aoxd o) wresSoid sjooyds Yum sjooydss | juowdaoidwn
:apnauy 03 pup SJ(J Ynm paaa8p aq oy sanponf Suissiu sani1oe] Suissiu papiaoid santroey Sursstu papiaoid aY) Jo uoneyuawa[du anqnd Jo Jequinu {ooyos
popiaoad 2q o1 sjooyss fo uonaajas 4of saurpapmo (1) | sjooyds (S| [RUONIPPE Uy S[0OYdS (0S| ISBd| 1Y surdaq Juounreda(y sjooyog $S80€ ut 9se2199(J € 11d
Sdd Y1 ynm JuswdAoLdn
p22.48p 2q 01 s100Y2s Suraoaduil 1sou 40f DIBILD (114) SO MOYS Jey) S|o0Yds
PUD [ 144 1l parompuod 4] (14) ‘pasopsip §ongnd 0] JUNOWE pIEME [BJ0}
spapsp papraoad sjooyas fo sisiy 2y1 (a) ‘Dr2ILO ap jo jusarad gz sared1pap 1OLISIP Yora Ul S[00Yos
panoaddp Jo sisnq oy1 uo payudwiajdus wv.i3o.q (a1) Kyred payy Aq pajeprjea ey £10321e5 B opnjour Suruuoyiad 1508y Juaoiad
6002 12qua1das &q wpi304d 2y fo uonviuswapdun pue 20D pasoidde uo | 01 papuedxs weioi] () pue 0Z 01 SpIeme sed JO ULIOJ
4of patfirou pup S ynm paa.3v (saswaaxa | paseq sPLISIP [[e ui sjooyas | Ayred payy Aq pajepijea pue 3} LI SIYOBI] 0) SOAIJUOUL Kemiopun
UONDINUILS 1O PASDQ) DI (DUl (1) ‘DIDP SINS Furaoidur jsown 0} pue el paaoidde uo paseq payulj-2oueworsad apraoxd Apuaumnd
Buzsn sinodoap Ul aSPa.422p PUD JUIUIOIUD U ISDALIUL sjooyos Suruoyiad 1saySiy sjooyas Sururiojrad 1say3iy 03 wesoud aptm-ooutaord sweidoid souewnoyrad
4q parfrioa sv 2oupuLiofiad jooyos (q) pup ‘suinxa juaszad oz 01 11 A4 10) 1u9213d 07 01 01 A 10) € Jo uonejuawa|duir ay) 10j SANUdUL unyoea I2yoe0)
QLU J Ul JUSWAAdIYID Aq Patfiiaa sv douvuiofiad spreme payulj-9ouewogiad spseme payul]-aduenriojad SIOLSIP OM] Ul UdNeHopun 191o8d) Jo Anfenb Sutaoadug
Juapmis (n) uo pasnq aq 01 (601 49f) P21 [D1IU] (1) Jo yowasmgsiqg (1) Jo yuowssingsic (1) 3SI0IOXD UoLR[NWIS Ble( pajnuiry paaoaduuf ZT1d
(dSLN) pomowely
10]09G ULID ] -WINIPOJA]
Y] YIIM IDUBPIOIE
YLOMBUIDAf 401935 pano.ddp 2y] yjm 20UDPA0IID uf pasueuy A|nj pue
ut sjo8pnq jonuup juanbasqns (1) puv ‘spuawiivdaq ASLIN ASLIN Yim 3ueplodoe ‘syusureda(q soueury pue
ouidojaaa(q puv Sutuup]g puv 2oupul, Aq pasosddp UM DUBPIOIIR UL S[IAJ] Ul S[oA9] Suroueury juswdopasaq 2 Suraueg Juswsfeuewr
pup (LIIA) Y40MBUIDA] [DISI.] Ulid ] WnIpapy dY] ul Suueuy yim pasoidde yim paaoidde weidoad ‘ads Aq pasosdde oA g ASLIA 193pnq pue
papnpoul wvs3o4d uolponpa 2400 2y 40f Surpun,y (1) werdoxd Suoom : .%n_ E«oom _ _ >m pue o E 10J weiold hoauom ohoo Jouoneredalrd | [eosyy i1 11
— . — - JIOuISINgSIp : S
os0j0ng - GOAA 01 SITg auraseq £ opeapuy vy

wﬁOHdﬂﬁQZ— Qm—vmzmd szzﬁwﬁbmaﬁ




(44

ut pasoidde [ A 10] 108pnq [ ui paaoidde o] £ 1 10] 398pnq qefung 3y 03 paligjsuen . S[00Yds
h 856'v6Y
Jdd) seanosar seudordde A9d) seomosas ajeudosdde uq ¢ WId Jo 198pnq oy 0 poddns areand 100
Yy werdoxd JSN ynm werord JSN woyj ‘saonosar aeudoidde Suipiaoxd | 0] UI SJUapNIS S|00Yos
3y 1opun papoddns sjooyos | ayy Jopun pauoddns sjooyos ynm urerord JSN (svaD) 10y poddns | 103008 sjeand
00¢ 12a0 pue ‘weigoxd 051 00 pue ‘wesford | 9y sopun papoddns gp 10a0 s[00YdS [eroueULy 1502 MO] 2}
42140nb Jp1oupulf oY1 SV 2y 1apun papoddns SV 2y sopun papoddns | pue ‘weidosd Sy 4 oy sopun paisissy srpqnd 0) poddng
Jo BuruiB8aq fo yuows auo urynm s paufap s1 Laun ] S[0OYIS ()OS ] J9AQ sjooyds O] 19AQ | pauoddns sjooyos (g 12AQ uoIEpuUNo,j ul asedou| L r1a
1oyienb
Guipaoaxd
TT, I uep 01, deg-mr 01, J uep 60,dag-mr 60, 1 uer 80,dog-jur ay
01, 190 | o1,ung-ady 60, 1390 | 60,unp-ady 80, [ 10 80,unp-ady 10} 1openb
0L, LAmf | oI, den-uep 60, 1 Amg | 60,1 N-uer 80, 1 Alnr | 80,1eln-uer Ayl uryIm
‘0144 ut paonpuod 41 (1) puv 01, 1 ady 60,200 60, 1 1dy 80,2320 80, 1 1y 10,3220 spuadns
“YIUOW JUUIISINGSIP Y3 JO f yIam wo.f paouauuod ajep Agq 13)Iend) Ep Ag 1niend aup ig FESNTIT PoAIRdal sfooyos s1jqnd
51418 2]q13172 01 S42p.10 Louow fo 2uvnsst (3) s[ooyas | ul (-9 sopeid
pup ‘Yo uawasngsip ayj fo SutuuiBaq ayy fo yjuow VI Yim paaide VAl ynm paaide ‘vl ynm paaide opnpayos aiqnd w ur pajjoIua
[ WM YSJ 01 A] 1uno3dy wioif passafsuvay spung | anpayss sy 1ad se (sjooyss | onpoyds sy 1ad se (sjooyos | Sulmojof oy 1ad se (sjooyos | (-9 sepeid SpI3 o[qi8d
(q) ‘(42140nb youvpy-ups 4of puady) yuow judWSINGSIP o1jqnd w1 (-9 sapeis) spu3 orqud ur (-9 sopeid) sjud aiqnd w -9 sapeid) sins ur pajjoud o1 spuadns weido1g
a1 Jo fioy 1s41f ay3 wp ] -JuncIdy 0] pasiafsun.ay Spunsj 9118110 Jo Juadiad (g I1sL9] 91q13170 Jo Juad1d 6§ Ises| 31qI31]3 Jo Jusorad gg 1seay | sy 91qidid Jo uorstaoad puadng
(v) spuadus fo Livanap 40f ssaoo.d pauijuadg (1) 1e 01 spuadns Jo KAl 1e 01 spuadps Jo A1A1ppg 1e 01 spuadys jo L19A1j3(Qg Joo, Aouu], SHID 9 I'IA
‘siseq odures e uo (o1
$300q MaU P3JI2[as Jo Sunsay uoneziuegio -1 sopeid)
"SIOLAISIp § Ui s1spq 2)dwins pIaYy ssusuruo)) (7) pue Aured pip & £q pajepijea sjooyds
D U0 PaISal-plalf SoulpapImS WnmoLLINI MaU aYy) Lopun 010¢ (Mdy Sutuuigoq reak ‘6007 (Udy SutuuiSoq 8002 1sn3ny SunumSaq angnd | sjooyos orqnd sjooyos
padojaaap syooqixa) mau ¢ 15va) 1y (1) puv ‘0 L4 SMUOPEOE 9} JO Yuow JsI |  Jeok OIUSpEese oY) Jo yuowr | Ieak oSluapese syj Jo yjuowt 1J09%08 0] $j(00q)X3) aqnd
up pa1onpuod A4 (11) syooqixal fo Surysyqnd/Sunpurid Y urynm sjooyos drpqad 1SI1IJ 3Y) UIy)im S[OoYds 1SIE) YY) UIYIM S[OOLIS | O} PIISAIIP 334 jo 0] $)00q1%3}
‘tauidopaaap 4of ssazoud aannaduod Jouaosad (g 1sed] 38 0) arqnd jo juoaiad g Ised| 18 a1jqnd yo jusoiad (g 15e9] 1R $j00Q1X3) | AISAI[Op Ajowin) | JO UOISIAGLY
uado uv y3no.yy paysiyqnd 3q o1 anuyuod syooq Iy (1) | PIGAIIP SY00QIXA} 331 () 0] PAIBAI[OP SH00QIXa) 331,] 0] PAISAIIIP SH00)X3] 391, U panunuo)) S T11d
[ I Ao 1 paionpuod
AdL () puv ‘uvyd uoyvpo.3-dn wiz1-wnipaw
Y1 pun SJ(J Y1 YHM paa43n pLdILLD paaosddp
Y1 YNM 22UDPL02D Ul pajuswiajdiuit uowpoi3
-dn sjooyos (a1) ‘uoyvudwldu 40f SaRNMUWOD)
Bup12215 1010151(] 01 1U3S pup padojanap NI
ay1 Aq paprao.d piop Buisn spasu 1awjoua JO SISDG
ay1 uo sjooyas aznriotd op uvyd uoyvpv.S-dn j00yds w1}
~wnipaul (111) 'Sy Yim paaidp aq o] vLIdILD (1) 'soq 4of seoJe [elnt pue S[S 03
wy)z puv SnIpu4 wy) [ ut jooyas Livpuodas iay3ny/a321102 Ayoud Surarg ‘sjooyos ySiy
ou ‘Kippuosag 42y31fy 01 yS1Ey 40,7 (3) (0§ S48 03 3jppiw ‘o[ppiw 0} Arewiad | sjooyds ySiy
0¥ :s€0q)g puv/sapva3 ur puv (¢ :s1413 ‘00z s40q) wolj sjooyos Futperddn | orqnd ¢psy Arepuodag
Y3177 01 2)pp1py 10f (¢ S| ‘0z 'sLoq) cpuv p sapp43 10§ weiSoud e Jo ped ‘sjooyas ToySiy o3
ut pup (pg:51413 *0p 1 -s40q) sppyN 01 Luvuiid 10f} se ‘Suipes3dn 10 paynuapt spppiwr | y3ry pue ySiH
Jud{j04u3 10101 (q) {S|pupy 9] Wi :A4DpU0IS 42431y S[00Ys A[ppIul 00f | d1qnd L6€°L O19IPPIAl |  uoneonps jo
; , : ~JUBMASINGSD i T
j0303014 : AL - aujpsed doyearpiy raIy




14

padojaaap
SI141S1p pup sjooyas Suuiofiad mof 0j pioddns

[ouoiIppp ap1ao.d 0) wvi304q (1) pup ‘UOHDIUIMNIOP ‘Svdd Aq LOAV
Butiodou §y4 Suisn £q parfison sjooyos | parIdwos xeak snotadud uy raofans
o17qnd w1 s42yoD91 A JUPWISSISSD JO 95[) 1[I 49 |  USHEUOPUN BIRP JUSLISSISSE A ¢ 118 10}
papiaoad 2q 01 punos yova 1of uoyvjuswNIop 3)duIns sonewayyew Jo siskjeuy *600¢ [Udy SuruuiSaq Jeak :uu_ﬁwoﬂ“m
1531 “s1i0dau sisdppup vivp Sy Suisn £q paiftion (@) "0107 (udy Suruuidaq Jnuspede Ul HAJ pajes w ﬁ:oﬂ:ﬂ J0
sis&jpup vop fo uonajduio)) Sydd 49 pedojaasp 123k d1uapedy Ul SYHJ Ageoruyoa; Ajarendoidde " juowssosse | Furwes] juspms
asoys 2. sjuawssassy 1521 2y Jo Suipporf aajdwoo | £q pojuswudldun Ajjnyssaoans | pue peoueuy A|[ny pue SV apm | uo uoyeusioyus
SO pautfop s1 JudMSSISSY Sl Jo uouvuauiaidui sjooyas otjqnd jo ajdwes | Aq pajyusuuapduul Aj[ngssaoons 6007 ya21e w 8007 [dv -sounod Lupenb poon)
nfssazong (a1) pup 'S Yiim 2oUDPIOIID aanejuasaIda-joinsip sjooyos ds1[qnd jo sjdwes Suruuidaq 1eak onuapeoe SO-LOAY (1) pue ‘wssks SWI0)sAs
U1 paiafSupaj spunf (111) S ay1 ynm paa3o ® uI ¢ Speid w syuapngs aAnEeIuasaIdaI-3osip 10§ (DFd) uoISSIUWO) | yy pajonpuoo JUDUISSISSE pue JUSWISSISSE
2q 07 SYOL 41241 PUD LOIPUIPI00,) UOYDUIWDX PUD |  JO JUSLUSSISSE SAPNIS [B1O0S ® Ul G 9peI3 ul S)uapnIs uoneunuexy qefung suexs UoNRUNUEXD pue
Jp1s youpasaa apnjout 01 D4 10f ffois [poruyoay (1) pue agen3ue| ‘sonewdijew JO JUDLUSSISSE SOIjeIIdY eI 3y Aq pa1onpuod g pue | g2 ¢ apein) Juaredsues L | uoneumuexyg
904V 40 6007 Y210 £q paronpuod suvxy DI (1) apm-aouraoxd v () apm-adsulroxd y ¢ sope1d 10J suopeurexyg |  jo spunoi ¢ ® 01 I'la
‘puewIdp
[enuue
uo paseq
peynuspi
.
AdL (8) *sdd ﬁﬁwﬂﬁ
ynm paa3v aq o uvyd uswpnioas (11) puv ‘suvad jsod 40 1quInN
w1 pauswajduny (9007)A1104 1uawna2ay (3) puv ([:0p uonezuesio Korjod paseq-1uouw -doeyd
YLS) sppoj juswigjo.rus (q) ‘(sjooyos 1o u1 12lgns yova Ared ping e £q pojepifea 0} SuIp10d23e SIOLYSIP T 1SLI] ut £arjod siseq JUSUNINIDL
Jo uayavay a0 1spa] 1p) spaau 1syp12ads 103[gns (v) pue uejd JusUNINISS ueyd Jusuninida: | e ur pajdjdwod pue ‘sjoLsIp Evn‘EF.Go 1 | posu pue W 19Yaes)
Junooop oyup 2y 01 uvyd Juduinaaa vy (11) ‘Mojod | paasde oy 1ad se jusuninioas | paside ay) Jod se JUSUDINIII S€ [[e Ul pajeniul S10ydea) Ioyoeal | B UO paynIoas [ooyos
JUBUIFINIDDL PISDG J142U YIIM JUBISISUOD JUAWIINLIBY (1) 19Yoea) Jo uonejuswajduy Iayoed) Jo uoneuawafduy 000°€ JO yuswindoy | paseq-idp spyded], | anqnd :6 I'1d
WIS[9)UdSqe
'S42yfo0) Aavjunjoa Jo Sutiry "PAIRUIIASSIP JusUSSeuew 13y9e3]
ayy Surpmoui Kjaaoaffe pajuswaydu 1104 DS (4) puv {15UNn0Y) [00YOS 10§ ﬂwﬂwvﬂw
‘S24npa00.4d 3urdaay-paoda. pprouvuf ‘wawaandoid saurpapmo) reuonesddQ (g) ‘SJUNodde qefung ,EuEu..w,ﬁme
payfijduuts apnyoup 01 sautjaping ppuonv.Lado ‘SJUNOoo. JI9Y) Ul SJuRIS | pue ‘SUnodde JdY) Ui sjueld 19y} W 6O A 10 Syueid | Jo spoLsip 9 ’ [ooyos
J10uUnoyy jooyss (a1) [ [ XA PUD Q[ L Ul pa1onpuod sOS [1ouno)) [00YoS SWIAII) [1ounoy) [ooyds U931 J1ouno)) jooyds 3uta1e0ax | w papraoad oAI0aYd 10}
01 S4SY Y1 4q papraoad juoddns {11ovdpa 2y ssassp 0f | puR ‘SSY YN JusWaFURLR | pue ‘SJSY Yim juswaSuene | pue ‘SSy Yim siuswaduene Surag IS &.u fyroedes
AdL (1) [ 144 pup QA 40f 1024 [psyf ayp fo 4a110mb ysnoap Suipping L1oedes y3nouyy Swipping diysioured ySnoayy poddns poseosouy | JuswaSeurew
7841f 241 UIYNM SIUNODDY S OF PaLiafsupay spuny (11) papiaoad sjousIp ¢ e ur Aoedes papiaoid sjrouno)) Suipying Ayoedes papiaosd Ayoededs | (11) ‘siayoea) Jo [2A3] jo0Yos
Bunnpg pup uonvzyigow Suipniou) spouno) jooyss | S[IdUNO)) [00YdS PPl pue [ooyos a[ppiul pue Lrewud | s[ouno)) jooyss [ppru pue {1PUN0) Apqeumosoe | SwiusyiSuang
dof Buppng Kovdpo aof pauBis sgSy ynm snOp (1) | Arewwd arqnd Jo yusoied g6 anqnd Jo yudorad oy (1) | Arewnrd o1qnd Jo juaorad gz [ooyds paoueyug (t) 8 11d
‘Spuny pajesof[e Jo 1aJsuel ‘Spuny pajedoj|e Jo Jajsuelr uommm”w
Aoprenb Ajowmn € yim Apaoyrenb Apwm e yum weidoig
Suole yromawrel 101038 Suo[e JI0MOWEL,] 101995 S|00YIS MAN
WL, WNIPIJA 9Y) YIam Sul| UL, WINIPIA oY1 ynm aulf | (4ad) uonepunoy uonesnpg ESUETITS
. : - 3 , nIsIT : . Jpusmgsip .. L 090 ISP : el L
ST om0y - duraseq . doyeaipuy rIy




Annex 4: Detailed Project Description
PAKISTAN: Punjab Education Sector Project

109. The Government of Punjab has been implementing a comprehensive Punjab Education
Sector Reform Program (PESRP) since 2003. The Bank supported the PESRP from its inception
through a series of four Development Policy Credits and technical assistance on the interventions
under the PESRP. The proposed Project aims to continue support to the Government of Punjab
as it embarks on developing and implementing second generation reforms in the education
sector. The Government’s Medium-Term Sector Framework (MTSF) for the education sector
outlines the government’s programs to improve quality, access and governance in the sector over
the next three years. The Development Partners (DPs) are proposing to align their support to this
MTSF.

110. The Project is structured around two components: (i) Component I - Program Financing
(US$340 million, IDA): contributes to financing the medium-term program of the Government
that includes various interventions to improve access, quality and governance in education that
together help contribute to achieving the project development objectives. Component 1 will
disburse against the selected Eligible Expenditure Programs (EEPs) in the sector; and (ii)
Component 2 — Technical Assistance (US$ 10 million) is designed to strengthen existing
capacities for implementation and monitoring of the sector program. The TA component will
disburse against financial management reports submitted by the Government.

111. Disbursements under the project (Component 1) will be made against a set of proposed
Eligible Expenditure Programs (EEPs) which include both sizeable, relatively large recurrent
expenditures as well as smaller EEPs. The largest EEPs are teachers and education sector staff
salaries. Other relatively large EEPs are girls’ stipends program, School Council recurrent
budget, financing of the low cost private sector under PEF, and performance linked incentives
(from the second year onwards). The smaller EEPs include high priority programs such as
capacity building for school councils, and monitoring and evaluation programs. The Bank’s
guidelines on financial management, procurement and social and environmental safeguards will
be applicable to the EEPs mentioned above.

112.  Disbursements will be made against Eligible Expenditure Programs conditional on the
achievement of a certain percentage of Disbursement Linked Indicators. A matrix of
indicators covering the entire scope of the Government’s program has been developed to
annually measure performance and results achieved under the program. This matrix constitutes
the DLI matrix®’, and includes key outcome indicators as well as policy, institutional
development and output indicators embedded in the results monitoring framework of PESRP.

113. Meeting at least 80 percent of the agreed DLIs each fiscal year (8 out of 10 DLIs) will
constitute the primary basis for triggering Credit disbursements against the Project’s EEPs
(Component 1). The DLIs will be monetized, on an equal weight basis during the final
verification in each yearly disbursement cycle (May/June). The unitary DLI price will be derived
by dividing the capped amount of annual disbursement planned for the fiscal year with the
number of respective DLIs. Eligible disbursement amounts will be based on the sum of the

* In Annex 3.
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achieved DLIs multiplied by the unitary DLI price. The value of any unmet DLIs would be
rolled over to the next disbursement. If the minimum condition of 80 percent of DLIs is not met
in a particular year by the annual verification date, disbursement will be held till the minimum
number of DLIs is met.

Component 1: Financing of the PESRP [Total: $3,340million, IDA: US$340 million]

114. This component will support the implementation of the MTSF of the Government of
Punjab’s PESRP. The DP’s support will amount to approximately 10 percent of the total
program of the Government, and about 15 percent of EEP expenditures.

Sub-Component 1.1: Enhanced Education Sector Expenditures and Improved
Fiduciary Environment

115. This sub-component focuses on improving education sector expenditures, and further
deepening the broader provincial reforms initiated for financial management and procurement
over the last few years in the education sector. The Project not only supports an increase in
education sector budget over the medium-term period but also promotes improvement in the
quality and efficiency of sector expenditures. The Government has prepared a Medium-term
Sector Framework, which is aligned to the province’s medium-term fiscal framework, and this
will be updated annually to reflect the medium term requirement and plans of the sector for all
key activities and interventions in the PESRP.

116. Underpinning the MTSF are the FM and procurement reforms and actions. The Project
supports improvements in FM practices to instill a culture of remedial action on audits and
strengthening capacity and awareness for better and increased spending in line with the
objectives of the sector program. Capacity for improved internal audit will be enhanced and
supported by capacity building of education staff to follow up on audit observations. Improved
FM at the provincial level will include timely preparation of expenditure reports.

117. Procurement reforms in Punjab initiated in the past several years will be continued, and
the provincial Public Procurement Regulatory Authority (PPRA) will be supported to translate
the reforms into an implementation strategy. In the sector, better procurement practices in civil
works, procurement of textbooks, and fumiture will be developed and implemented.
Improvement of procurement practices of the education sector will be measured through tracking
the following key indicators: (a) publication of awards; (b) time for preparation of bids; (c)
bidder participation; (d) bid acceptance; (e) bid processing lead time; (f) cancelled bidding
procedures; (g) contract amendments; (h) contract dispute resolution; (i) completion rate; and (j)
late payment.
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Punjab Education Sector Project: Piloting Use of Country Systems in Procurement

The Punjab Education Sector Project has been selected as one of the pilot projects for using country systems in
procurement. In May 2008, the Board approved a methodology by which the Bank could promote stronger country
procurement systems by introducing a piloting program under which national procurement systems would be relied
upon for ICB contracts in countries that have achieved procurement standards equivalent to those embodied in the
Bank’s Procurement Guidelines and have demonstrated capacity to carry out such procurement. The Bank is
proposing to conduct one such pilot in the education sector in Punjab. Should the Punjab Government agree to the
pilot, the first steps would be to conduct an assessment both of the regulatory framework and the performance in the
area of procurement, which would form the basis of an action plan that will be agreed to remove any gaps between
the systems of the Punjab Government, and those required for a full adoption of the country systems over a period of
18 to 24 months. The timing of this initiative is particularly opportune for the Bank's interventions in the Punjab
Education Sector Reform Program because, if the Government of Punjab is indeed able to bring about the agreed
improvements, it unlocks the potential for the Bank to disburse against a wider range of eligible expenditures that
are procurable.

Disbursement Linked Indicators

= Development and approval of a Medium-Term Sector Framework
Related Technical Assistance Activities

* Financial Management — technical assistance on internal auditing focused on systemic and
internal control improvements

» Expenditure tracking/third party validation in key PESRP focus programs

» Technical assistance to review the system for procurement and execution of works for
schools including a review of civil works: (i) procurement systems; and (ii) execution
processes; TA to review school design

® Technical assistance for implementing procurement reforms in Punjab including the
education sector

8 Technical assistance for improving environment aspects (see TA Component for more
details)

Sub-Component 1.2: Improved Quality of Education

118. Sub-Component 1.2 is the key pillar relating to improving the environment for quality
education and contributing to enhanced student learning. Improving quality of education and
strengthening the systems for measurement of student learning is a central objective of PESRP,
and Sub-Component 1.2 supports this objective. This sub-component supports four strategic
objectives, aligned to PESRP’s objectives relating to improvement in quality of education:
improved teaching practices, enhanced use of teaching and learning materials, establishment of a
provincial teacher accreditation system, and provision of performance-based incentives to
teachers. The key interventions include:

119. Teacher Professional Development. The Government of Punjab has invested
considerably in the area of teacher professional development through the Continuous
Professional Development (CPD) program in the past few years. The Directorate of Staff
Development (DSD) has established a system for training and for the ongoing mentoring and on-
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site support for teachers, which is currently under implementation in twelve districts. There has
been progress in terms of number of trainings held, number of teachers and other personnel
trained, creating structures and in designing the processes and procedures. The role of the
Provincial Institute of Teacher Education (PITE) is also being regenerated and it is taking
responsibility for delivering several activities along with DSD. DSD completed, during the first
quarter of FY09, ten training activities targeting 93,905 participants. Additionally, PITE has
planned training of secondary school heads and secondary school teachers at a cost of Rs. 235.7
million. Training structures have been created at the district level (DTSC) as well as at the
grassroots level (CTSC) with LTEs and DTEs being in-charge of the centers respectively at
district level and below district level. District Coordination Committees have also been set up in
all districts. Quality Assurance Mechanisms have been created at the DSD, DTSC, and CTSC
levels. The Project will provide direct support for this ongoing program, in addition to providing
technical assistance for strengthening the implementation of the program based on detailed
evaluations that are currently underway. It is envisaged for the learning from the evaluations to
be integrated into the implementation of the program before it is expanded to the remaining 23
districts of the province in year three of the Project.

120.  Effective use of teaching and learning material: The Project proposes to provide
support for appropriately developed teacher resource and supplementary material which will
accompany textbooks so that teachers are aware of how to effectively use the books. The
Government of Punjab has established a working group of technical experts and practitioners
which will guide this process of developing appropriate teacher resource and supplementary
material for primary and middle school levels. On the basis of extensive consultation with
relevant stakeholders including schools, training providers, Punjab Textbook Board (PTBB) and
publishers, the working group will review critical factors impeding the use of supplementary
materials in government schools, recommend ways to support their practical use, analyze the
system for introducing materials in the classroom through existing mechanisms, and ensure that
these are in line with the learning objectives in the curriculum. Based on the recommendations
of the Working Group, a program for enhancing quality of teacher resource and supplementary
material used in classrooms will be developed by the Schools Education Department, and a pilot
program on enhancing use of teacher resource and supplementary learning material implemented
in two districts in the second year of the Project. In year three, an independent evaluation of the
pilot is planned, based on the results of which a plan to expand the program is envisaged during
the implementation of this project.

121.  Teacher accreditation, certification and licensing: Putting in place a system for teacher
accreditation, certification and licensing is a key element of improving the quality of teachers at
entry and for maintaining standards while in service. The Project will support the development
of a system for teacher accreditation, certification and licensing The Project will provide
support to the Government of Punjab’s Technical Task Force on Teacher Certification, Licensing
and Accreditation, comprising practitioners from the public and private sectors. The Task Force
is mandated to review the existing teacher certification program and the Ministry of Education's
work on teacher certification and standards to assess suitability of the federal program for
implementation in Punjab. It will identify appropriate teacher education standards required for
preparing teachers with the knowledge, skills and personal attributes to meet future needs, and
assess the on-going structures and processes necessary to guarantee the quality and number of
teachers required. It will also identify appropriate institutions for teacher certification. The Task
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Force will develop a policy roadmap for the adoption of standards for teacher education in
Punjab. By the third year of the project, an autonomous provincial accreditation board based on
the recommendations of the task force will be established.

122.  Performance based incentives for teachers: The Government has allocated Rs. 1 billion
for FYO09 for a program to give incentives to teachers on the basis of performance at the school
level. Under the program, awards will be provided to schools linked to student performance
(based on PEC results) and school performance (based on student enrollments, dropouts data
from SMIS). Recognizing the positive impact of effective teacher incentive programs on the
quality of teaching and resultant student learning outcomes®', the Project is supporting this
initiative of the Government of Punjab through the Project. It has been selected as one of the
eligible expenditure items through which disbursements under the project will be made. Cash
awards will be provided to 20 percent of the best performing schools in each district under this
incentive program. The monitoring system set up under the PESRP will be used to gather and
analyze data to generate the list of eligible schools. Initial criteria (for FY09) to to provide
incentive awards will be based on (a) student performance as verified by achievement in
PEC/matric exams; and (b) school performance as verified by increase in enrollment and
decrease in dropouts using SMIS data. However, to ensure that this criteria ensures equitable
distribution of awards among rural/urban and poor districts, simulation exercises on the basis of
the current criteria will be conducted in at least 2 districts with the participation of district
education staff to test both the criteria and process of selection of best performing schools. On
the basis of the results of these simulation exercises, final criteria will be notified for
implementation of the program on the basis of which the program will be taken up to scale and
implemented province-wide. A TPV to validate (a) selection of schools on basis of approved
criteria, (b) awards provided only to the list of schools generated by PMIU on the basis of data,
and (c) award amount identified by PMIU on the basis of data provided to schools will be
conducted in FY11. Also, in the second year of the project, a category for most improving
schools will be included which will also be provided incentive awards under this program.

Eligible Expenditure Programs

123.  Sub-Component 2 includes the following EE items: Performance based incentives for
teachers.

Disbursement Linked Indicators

®* A program to provide Performance Linked Incentives to 20 percent highest performing
schools and subsequent initiated

Related Technical Assistance Activities

» Evaluation of implementation of CPD program for primary teachers

s Support for working group evaluation of teaching and learning material including teacher
resource material and supplementary material.

*' Teacher Performance Pay: Experimental Evidence from India. Muralidharan, Karthik; Sundararaman, Venkatesh. October

2008.
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= TA for task force working on the design of the teacher certification system; assessment of
certification, licensing & accreditation programs in other countries to inform policy
development

» TA to inform design of the head teachers program specifically with respect to roles and
accountabilities of head teachers

» Impact evaluation of the performance-based incentive program for teachers and of the
continuous professional development framework

Sub-Component 1.3: Improved Access and Equity

124. Sub-Component 1.3 supports the Government’s program to bridge the remaining access
gap, with specific focus on reducing regional and gender disparities. The strategic objectives
supported include: improved school environment through decrease in the number of schools with
missing facilities; increased access to higher levels of education; timely delivery of free
textbooks and stipends; and, increased public financial support for the low cost private sector.

125. Missing facilities: Out of a total of 44,684 primary schools in Punjab, about 64 percent®
are still lacking at least one basic facility, i.e. water, electricity, a boundary wall or toilet.
Providing these facilities to all schools in the province would greatly contribute to the access
agenda®. Under the MTSF, the Government of Punjab envisages providing these missing
facilities to at least 3000 schools with one or more missing facility by the end of the Project. The
Government will follow a whole school approach to provide these missing facilities, meaning
that there will be one scheme for each school to provide all missing facilities in the school under
the same contract. This will ensure that all missing facilities are provided to every school
through one school-specific contract. Guidelines for selection of schools to be provided missing
facilities are based on SMIS data provided by PMIU. Although expenditure under this program
is not an EEP under the Project, it is a critical DLI which will determine disbursements under the
Project. Further, it will be linked closely with the technical assistance the DPs will provide on
improving the procurement systems and execution processes employed for civil works in the
province.

126. School Up-gradation Program: Up-gradation is a key program to expand access to
middle, secondary and higher secondary levels of schooling, particularly for girls.
Approximately Rs. 4.9 billion is allocated to upgrade schools from primary to middle and from
middle to high school standards in FY09. Of this amount Rs 2.0 billion is specifically allocated
for upgrading girls’ schools. The program focuses on the southern districts of Punjab and on
girls, which will help meet the outcomes relating to gender parity and reducing regional
disparities. Criteria for selection of schools to be upgraded has been agreed with DPs and is
based on land area; total enrollment; and distance to the nearest school. A medium-term school
up-gradation plan to prioritize schools on the basis of need (enrollment loads) using data
provided by the PMIU is being prepared for implementation. While this program is not an
eligible expenditure item under the Project, it is an important DLI.

32 Data from PMIU
33 See section V-C of Annex 9
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127. Female Stipend Program: This program targets 15 districts of Punjab (mostly in
southern Punjab) with literacy rates below 40 percent. Stipends of Rs. 200/month are provided
on a quarterly basis to girls enrolled in Grades 6-10 in government schools, conditional on their
maintaining average class attendance of 80 percent. For FY09, the Government has maintained
the budget allocation for stipends at approximately Rs. 1 billion and intends to do so going
forward in FY10 and FY11 under the MTSF. Over 350,000 girls are receiving the stipend in
Grades 6-10. An impact evaluation carried out by the Bank using both household survey and
administrative data showed that the program had a significant positive impact on the net growth
in female enrollment in eligible districts, with little evidence of enrollment shifts from private to
public schools. The Government is continuing the program in recognition of its effectiveness in
improving gender parity. Timely delivery (within one quarter of the preceding quarter) of the
stipends however is critical and an important aspect of the DLI for this program and is planned to
be verified through a TPV in year 2 of the Project. In addition to being a DLI for the project, this
program is also an eligible expenditure item against which disbursements to the project will be
made.

128.  Textbook distribution: Provision of free textbooks is an important element of the access
agenda®®. This activity has been managed by the PMIU who have managed the distribution of
textbooks on the agreed criteria well in the past. For the academic year 2008-09, a total of 28.6
million books® have already been distributed to both public and private sector schools. Of the
total, about 27.4 million (96 percent) of the free textbooks are distributed to public schools and
the remainder to private. Approximately Rs. 1 billion has been allocated for this activity in
FY09.

129. An important aspect of this DLI is textbook development and printing reforms. The
Punjab Textbook Board (PTBB) has devised a process to develop multiple textbooks for each
subject and level (starting with Grades 1, 6 and 9) in all subjects on an open competitive basis.
Under this process, textbooks will be developed following the new national curricula approved in
2007. All existing textbooks are also being printed on competitive basis wherein private sector
can participate irrespective of whether they are registered as printers with the PTBB or not. This
competitiveness is helping improve the physical quality of books along with the prices of
textbooks. Salient features of the process of textbook development include inviting the private
publishers and printers through widely published advertisements to indicate the process of author
selection, manuscript writing, physical designing of textbooks and all other related elements of
attractive and quality textbooks in terms of content presentation and methodology, and reviewing
manuscripts by provincial and national level review committees to ensure that they are in line
with the curricula. In addition, the PTBB is holding workshops for authors, reviewers, and
publishers (with support from GTZ). Continued publication of textbooks through an open
competitive process for development and printing/publishing of textbooks is a critical aspect to
be met in order for the DLI to be considered achieved.

130. Another important element of the textbook development process that this project will
support is field-testing of books before finalization of the textbooks. Field testing will
incorporate views of the teachers and students to see how far the textbook is teacher and student

3* See section V-A of Annex 9
35 Data from PMIU
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friendly. A few of the new textbooks are slated to be introduced in April 2010. The PTBB is
preparing a prioritized list of books/subjects which will determine the order in which the books
are introduced and hence the books/subjects that will be field tested and introduced in April
2011. At least five new textbooks developed under the new curriculum guidelines will be field-
tested on a sample basis in eight districts of the province under the Project. The TA component
includes support for establishment of a textbook evaluation system.

131.  Support to the low cost private sector: through the Punjab Education Foundation (PEF) is
a key strategic intervention to cover the full sector to support both public and low cost private
sector in expanding access and improving quality of education, especially in underserved areas.
The Government has allocated Rs. 3 billion to PEF in FY09 for the ongoing Foundation Assisted
Schools (FAS) program and also to enhance access in districts with high numbers of out of
school children under the New Schools Program. Under the MTSF, the Government envisages
expanding its support to PEF to Rs. 4 billion in year 2 and Rs. 4.5 billion in year 3 to increase
coverage of PEF in areas with high numbers of out of school children.

Box 1: Impact Evaluation of the Foundation Assisted Schools Program of the Punjab Education Foundation

A rigorous impact evaluation is presently underway for investigating the causal effects of the main public-private
partnership (PPP) program administered in Punjab province, and the largest PPP program in elementary education
ever instituted in Pakistan. Called the Foundation-Assisted Schools (FAS) program and initiated in 2005, the program
has several innovative features. The FAS program offers a monthly per-student subsidy (with free rein on how the
school spends the subsidy) to low-cost private schools conditional on tuition-free schooling and a minimum level of
student performance in an externally-administered independent test offered semi-annually. The program also offers
large group bonuses to teachers and competitive bonuses to schools for high levels of student test performance. As of
June 2008, the FAS program covered 1,082 elementary schools in 18 out of the 35 districts in Punjab, with a total
enroliment of roughly half a million children.

Initial evaluation results from comparing outcome data between: (1) private schools that applied to the FAS program
and just failed to pass the program entry student test; and (2) private schools that applied to the FAS program, just
passed the program entry student test, and joined the program suggest significant positive effects on enroliment and
school inputs such as teachers, classrooms, and blackboards. The effects are viewed as large in magnitude given the
short period between when the schools entered the program and when the endline data were collected. In addition,
the cost-effectiveness of the enrollment gains induced by the FAS program compares very favorably against those
achieved by other rigorously-evaluated educational interventions in the developing world.

The evaluation work is ongoing. Key research questions that are expected to be examined over the next 12 months
include: (1) what the effects on student learning are; (2) whether FAS schools are engaging in strategic behavior such
as “teaching-to-the-test”; (3) what the effects on the socioeconomic composition of students are; and (4) whether and
to what extent the FAS program has induced the displacement of students from non-program schools in the vicinity of
FAS schools.

132. A key reform of PESRP, it is important to ensure continued autonomy of PEF and to
institute high caliber leadership in the organization to expand the program and chalk out a
strategic direction for the Foundation. The governance structure and autonomous functioning of
PEF has led to good results, and this will continue to provide transparent and need-based
support, particularly as PEF expands its coverage.
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Eligible Expenditure Programs

133.  Sub-Component 1.3 includes the following EE items: Girls stipends program; Public
Private Partnership (PPP) Program — Punjab Education Foundation

Disbursement Linked Indicators

= At least 3000 schools will be provided basic missing facilities by the end of the Project

»  Up-gradation of 1,400 Primary Schools to the Middle level and 400 Middle Schools to the
High School level during the course of Project implementation

* Improvements in timely delivery of free textbooks to public schools

* Improvements in timely provision of stipends to eligible girls enrolled in Grades 6-10 in
public schools

= Increase in public financial support for an increased number of students in low cost private
schools through PEF

Related Technical Assistance Activities

= Technical assistance to develop a medium-term plan for provision of missing facilities based
on data generated from the monitoring system using criteria agreed under the program

= Evaluation of the Faisalabad and the UNICEF UPE district models of the Whole School
Approach, and the early childhood components

* Assistance for development of a medium-term plan for up-gradation based on an analysis of
school requirements as measured by growth of population and private sector and an
accompanying action plan which includes criteria for implementation

* Third party validations to assess: (i) missing facilities program; (ii) whether schools upgraded
in accordance with the approved criteria; (iii) timely delivery of textbooks; (iv) girls’ stipend
program; and (v) the performance based incentive program

= (Capacity building of the Punjab Textbook Board and private publishers, authors for textbook
development

= TA to help establish a system for field testing/evaluation to provide systematic feedback into
the system for improvement of new textbooks

Sub-Component 1.4: School Management, Governance & Monitoring

134.  Sub-Component 1.4 focuses on improving sector governance and creating an enabling
environment for schools to function more effectively. The strategic objectives supported by this
sub-component are: enhanced accountability of teachers to parents and stakeholders at the local
level; increased capacity of School Councils for effective school management; reduction in
teacher absenteeism; recruitment and placement of teachers on a merit and need basis;
transparent examination and assessment systems to enable good quality information on student
learning.
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135.  School Council Capacity Building Program: In an effort to make schools function more
effectively, the Government of Punjab piloted a School Council capacity building program in six
districts of Punjab under PESRP. Under this pilot, 2,400 schools were provided capacity building
support in partnership with Rural Support Programs (RSPs). Although a full impact evaluation of
the capacity building program is yet to be commissioned, evidence of the benefits of well
functioning SC are beginning to appear in these districts. A key lesson from the pilot is that for
SCs to be effective, the support has to be provided for a minimum of 2-3 years in addition to
timely provision of resources to the SCs in order to build sustained capacity and lead to
improvement in the physical quality of the school and quality of education provided at schools.
Under the MTSF, a phased roll out of a capacity building program in partnership with RSPs*® is
envisaged to cover all schools. Capacity support provided by RSPs will include: (a) community
mobilization, (b) establishment of School Council in accordance with School Council Policy of
2007, (c) orientation on roles and accountabilities of School Councils, and (d) development of
school level activity plans.

136. Recognizing that the soft side of mobilization support through RSPs/NGOs must be
accompanied by timely and concurrent availability of school-specific recurrent (through district
governments), and development budgets (through provincial government), timely provision of
these funds to SCs has also been included as a compulsory pre-requisite to meeting the DLI.
Further, the Project requires the Government to institute a streamlined process of transferring the
non-salary budget directly to the accounts of the SCs to ensure sustainability of this aspect.
Communities / SCs need tangible activities for school improvement around which they can be
mobilized, be active and ultimately show results. Beginning from the second year of the Project,
RSP support to the SCs will include development of school based activity plans that help plan
the efficient use of these resources.

137. Teacher Recruitment & Rationalization: The Government is committed to continuing
with a transparent, merit-based facility specific policy for teacher recruitment. In line with this,
recruitment of an additional 34,000 contract teachers is underway for FY09, which is based on
merit but also builds in a preference for locally based teachers to reduce teacher absenteeism.
Going forward, the Project will support the Government in the preparation of a medium-term
recruitment plan (based on data from monitoring systems) which factors in the existing, arising
and future needs at the school level, with particular focus on balancing the student-teacher ratio
(STR) at the primary level and ensuring adequate supply of subject specialists for elementary and
secondary levels. The Government’s plan for rationalization of teaching and non teaching staff
recently notified will be implemented in tandem with the strategy for new recruitment and be
embedded in a medium-term plan for making teachers available at schools with greatest needs as
determined by enrollment loads. Any future rounds of teacher recruitment will be carried out in
accordance with the medium-term recruitment plan which will be based on a need and merit
based policy.

138.  School Examinations & Assessments: Measuring student learning through examinations
and learning assessments is a cross-cutting theme of both the governance and quality agendas.
An independent and credible school examination system that measures student learning by

3¢ MoUs with the National Rural Support program to provide support in 10 districts and the Punjab Rural Support Program to
provide capacity support in 19 districts was signed in February 2009.
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competency provides a platform for identifying interventions and for providing targeted support
to poor performing schools. Autonomy of this system is thus critical to improve governance in
the education sector. In view of this, the Government of Punjab has revised the Punjab
Examination Commission (PEC) Ordinance and submitted it for approval by the Standing
Committee of the Provincial Assembly as an Act establishing PEC as an autonomous body.
Under the new universal examination system commenced three years ago with UNICEF
technical support, PEC has been implementing school terminal exams for Grades 5 and 8. All
public sector schools and a large number of private schools also participate. Continuation of this
system is essential as it will enable the Government to conduct annual analysis of learning
achievements and to identify gaps in key subjects. As one of the EEPs under the Project, PEC
will receive direct support from the Project.

139. Punjab Education Assessment System (PEAS), working with NEAS has completed three
rounds of student assessment for Grade 4 and two rounds of assessment for Grade 8 in
Languages, Mathematics, Science and Social Studies. Findings and recommendations of the
results of these assessments have started influencing the educational policies at the national and
provincial level, but it is essential for deeper dissemination of findings to relevant stakeholders,
including departments such as DSD and PTBB to influence necessary improvements in training
programs as well as in textbooks, and to direct stakeholders such as teachers and local
organizations working in the area of supporting quality in schools. The project will enhance the
quality of the assessment system and support the implementation of provincial level assessments
on a district-level sample basis in key subjects. This will provide better quality information on
student leaning achievements and gaps, and enable improvements in the system and better
targeting of resources of the province to programs and areas which are identified by this system.

140. District Education Capacity Development. Capacity to implement effectively is based
on strong capacity of the district education system which remains one of the weakest elements of
the education program. The Project is thus supporting strengthening of district education
capacity through a phased multi-year training program in partnership with a management
institution®’, starting with Executive District Officers (EDO) for Education and district education
officers. This district capacity building training is supplemented by provision of necessary
mobility and technical equipment (such as computers) support to districts.

141.  Strengthening Monitoring: The Project builds upon the well-established monitoring
systems in the sector, and supports strengthening of field monitoring, mainstreaming of
monitoring functions in the district education departments, and creating greater capacity for
evidence-based planning at the provincial level. It is critical that sector decisions are made on
the basis of data. Decisions on issues such as teacher recruitment, up-gradation, missing
facilities, among others can be transparent only if these are implemented on the basis of need as
determined through high quality monitoring data. Continued strengthening of this system is
essential in improving transparency and governance in the sector. This monitoring system will
receive direct support through the Project as one of the eligible expenditure programs in addition
to a set of interventions under the TA component.

37 The Government College University (GCU) Management Studies Department has been contracted to develop and implement
a tailored training program for district education staff over the medium-term period.
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Eligible Expenditure Programs

142. Sub-Component 4 includes the following EE items: Teacher salaries (Schools), School
Council Capacity Building Program; District Capacity Building Program (GCU Partnership);
School Council Recurrent Budget; Monitoring — PMIU/Field Monitoring.

Disbursement Linked Indicators

» Increased capacity support to School Councils for effective school management in all
districts and timely transfer of funding to SCs

= Teachers recruited on a merit and need basis

= Establishment of a transparent examination and assessment system and good quality
information on student learning

Related Technical Assistance activities

»  Impact evaluation of the School Council capacity building pilot program

= Review of the Education Management System, and technical assistance to strengthen
capacity

=  Development of medium-term teacher recruitment plan based on enrollment loads, arising
vacancies and population projections

= Technical assistance for PEC and PEAS including technical assistance for development of a
program to provide additional support to low-performing schools

» Third party review of: (i) examination content and process conducted for each cycle of
annual examination; (ii) teacher recruitment; and (iii) School Council capacity building

Component 2 — Technical Assistance [Total: US$10 million; IDA USS$: 10 million]

143. The proposed project has a US$ 10 million technical assistance component to support the
fiduciary, quality, access and governance/monitoring programs of the PESRP. This component
will disburse against presentation of financial management reports.

144. The specific TA relating to each subcomponent has been identified above. In addition,
the MTSF identifies some key areas such as the district education capacity building program and
the head teacher program which will be developed over the next few years before
implementation of these programs begins beyond the horizon of the three year MTSF. Although
they do not comprise the DLIs for the project, the DPs will provide additional technical
assistance to the Government to develop these programs so they are ready for implementation in
the next phase of reform.

145. The TA component is proposed to be structured into four packages which will directly
support the ongoing and planned programs under the medium-term education sector framework:
(i) Package A consists of TA activities to strengthen the fiduciary aspects of the program,
covering financial management and procurement systems and processes in the sector; (ii)
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Package B comprises third party validations of programs supported under the project ranging
from delivery of textbooks to teacher recruitment; (iii) Package C proposes a plan for
environment enhancement linked to the interventions supported under the PESRP; and (iv)
Package D consists of TA for improving the quality of education, enhanced access, and
strengthening governance and monitoring in the sector.

146. The TA packages are proposed to be managed by the Schools Department through
arrangements with TA management firms and individuals. The TA management
firms/individuals will coordinate and supervise the proposed activities under each package.
However, overall responsibility for delivery of the technical assistance and accountability against
the agreed list of TA will lie with the Schools Education Department.

147. Package A: Education Expenditures and Fiduciary Aspects will provide support to
improve the fiduciary environment of the education sector in Punjab. The TA will focus on two
main areas of financial management and procurement reform.

148. Financial Management: The program will continue to support PFM and accountability
reforms in the province, particularly from a sectoral perspective. An area of continuing
significant concern is the large number of advance audit paragraphs prepared by the AGP each
year for the education sector, which in turn reflects a continued need for improving internal
controls and other preventive/systemic actions. Specifically, an Internal Auditing Specialist
would be engaged by the PMIU, who would carry-out a causal analysis of these audit paragraphs
in order to design and implement suitable preventive/systemic actions.

149. Procurement Reform: Technical assistance will be provided to improve procurement
performance and outcomes in the education sector which will entail gathering performance data
on procurements carried out by the Department against 10 agreed indicators in the first year.
This will be followed with assistance to create an action plan to improve procurement
performance against DLIs agreed to, and contained in the index.

150. Package B: Third Party Validations - of interventions under the PESRP outlined above
under the corresponding pillars of the program. In summary, the TPVs of the following programs
will be conducted under this project: (i) textbook delivery; (ii) stipend delivery; (iii) missing
facilities program; (iv) school up-gradation program; (v) teacher recruitment; (vi) school council
capacity building program; (vii) public-private partnership program, and (viii) performance-
based incentive program for teachers.

151. Package C: Environment Aspects — A significant number of schools in Punjab do not
have access to safe drinking water and sanitation facilities. Similarly, a large number of schools
in the province do not have electricity. Furthermore, currently the school building designs do not
provide protection against natural disasters such as earthquakes in the high risk areas. To
address these issues, environmental enhancement components have been proposed under the
Punjab Education Sector Project. These proposed environmental enhancement activities include:
ensuring structural safety, disaster preparedness training, architectural designs, provision of safe
drinking water in accordance with the WHO guidelines, and hygiene promotion.
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152.  Package D: Quality, Access and Governance — This package will consist of technical
assistance to support implementation of Pillars II thru IV of the PESRP as identified under the
description of the corresponding subcomponents above. In addition, some technical assistance to
inform the development of key programs for the next phase of reform will also be included in
this package such as a review of the education management system.

153. Most notable of these is a review of the education management system. The Education
Department in Punjab is one of the largest in the province in terms of number of employees.
There are a total of 80,000 employees (non-teaching staff) and an additional 350,000 teaching
staff under the jurisdiction of the School Education Department in Punjab. The Government of
Punjab has requested assistance to undertake a comprehensive review of the management and
accountability structures in the sector (building upon work initiated under the PESRP over the
last several years), and help identify restructuring of education management at the provincial and
district levels.
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Annex 5: Indicative Program Costs
PAKISTAN: Punjab Education Sector Project

Total Program Costs
Project Cost by Component and/or Activity US$S
million

Component 1 - Punjab Education Reform Support

Program

Girls Stipends 37.5
Employee Related Exps. (primary and secondary edu.) 3032.8
School Council Recurrent Expenditures 55.0
Public/Private Partnership Grants (PEF) 140.0
School Council Capacity Building Program 15.0
District Capacity Building (GCU Partnership) 1.92
Performance Based Incentive Program 40.0
Monitoring (Education Monitoring teams) 17.8
Total Baseline cost 3,340.0

Physical Contingencies -
Price Contingencies -

Component 2 - Technical Assistance 10.0
Total Program Cost 3,350.0

Total IDA Financing 350.0

(Anticipated DfID Financing) [GBP 45 m.]
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Annex 6: Implementation Arrangements
PAKISTAN: Punjab Education Sector Project

Organizational Structure

154. Management and implementation arrangements for the Project provide for: (i) program
direction and oversight; (ii) decentralized district-based management and implementation, with
active participation from School Councils; and (iii) technical support and capacity-building.
This annex describes the decentralized management structure for the Project (see Appendices 1-3
— Organizational Structure, Roles and Responsibilities).

I. Program Direction and Oversight

155. These functions are performed by members of elected bodies, representatives of various
departments of Government, and stakeholders.

Provincial Level

156. The Provincial Program Steering Committee (PPSC), Government of Punjab, provides
policy directives and guidance to the School Education Department (SED). The PPSC, headed
by the Chairman of the Planning and Development Department (P&D), is composed of
representatives of the Planning and Development Department, the Finance Department, SED, the
Higher Education Department, Program Director, PMIU (member Secretary), and development
partners (observers). The PPSC is expected to meet at least twice per quarter, and to conduct an
annual review of policy and Program project progress, including identifying bottlenecks and
proposing solutions. The annual review will be based on a progress report prepared by an
independent entity, and an annual implementation plan, as reflected in the Medium-Term Sector
Framework.

157. The Secretary, SED has overall oversight responsibility for implementation and
monitoring of the Project framework, with support from concerned line agencies in managing
education sector reforms, school activities, and in planning and budgeting. The SED is
supported by apex educational institutions for program implementation at the provincial level:
the Directorate of Staff Development (DSD), the Punjab Examinations Commission (PEC), the
Punjab Education Assessment System (PEAS), the Punjab Textbook Board (an autonomous
body), and the Punjab Education Foundation (PEF), which is fully autonomous, for
implementation of program support to low-cost private schools. The Secretary, SED, is a
member of the Board of PEF whose members are predominantly from the private sector.
Program activities of these apex educational institutions are coordinated through the Quality
Coordination Committee, which meets regularly, under the leadership of the Secretary, SED.

158. SED established PMIU to oversee the implementation of the education reform program,
under the leadership of a Program Director, assisted by one Additional Program Director and
three Deputy Directors (Coordination, Monitoring and Evaluation, and Planning). Over the
years, the role played by the PMIU has been pivotal to implementation of the sector reform
program. The PMIU is assisted by District Monitoring Officers, and Monitoring and Evaluation
Assistants. It works directly under the guidance of the Secretary, SED, and acts as a policy wing
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of the Department. The key functions of the PMIU are to: (a) coordinate with District
Governments regarding the SED program; (b) liaise with the Finance and Planning and
Development Departments, other key stakeholders, and development partners; (c) act as a
repository of all program documentation; (d) prepare periodic financial statements and accounts,
and ensure their reconciliation; and (e) carry out any other tasks as may be assigned to it by the
PPSC or Secretary, SED. PMIU’s capacity is being strengthened in the areas of financial
management, procurement, and in the coordination of the technical assistance component.

District Level

159. At the district level, the Schools Education Department program is supported by the
District Steering Committee, as reconstituted in 2006, chaired by the District Coordination
Officer (DCO). The other members of this Committee comprise: the Executive District Officer
(Finance and Planning); the Executive District Officer (Education) (EDO), District Education
Officer (Works & Services), District Monitoring Officers (DMO), and any other member
deemed appropriate to be co-opted by the DCO/Chairperson. The Committee is responsible for
the coordination and review of progress related to enrollment, retention, and quality of education.

160. In the district, the Executive District Officer (Education), with support from DEOs
(Elementary and Secondary), is responsible for program implementation, whose main tasks
consist of: (i) preparing District plans and budgets (Development and Non-Development); (ii)
granting scholarships; (iii) organizing meetings of district review committees; (iv) approving
selected development schemes; (v) managing school councils’ affairs; (vi) conducting Grade 5 &
8 Examinations; (vii) inspecting and monitoring devolved institutions; (viii) managing intra-
district transfers and postings; (ix) performing monitoring and evaluation activities; (x) acting as
focal point for providing institutional data/information; (xi) facilitate disbursements of stipends
and incentives; and (xii) monitoring the activities of rural support organizations in mobilizing
communities and training school council members. In addition, implementation and monitoring
capacity at the district has been strengthened through the establishment of a district monitoring
system, staffed by a District Monitoring Officer (DMO), and a team of Monitoring and
Evaluation Assistants (MEAs), responsible for monitoring school performance against set
program indicators. The district education system is responsible for implementation
arrangements for school-level activities relating to textbooks, stipends, and identification of civil
works improvements and up-gradation, and for coordinating district activities with the PMIU.

161. Coordination and identification of priorities at this level is carried out mainly through the
District Review Committee chaired by the District Coordinating Officer, and including the EDO
(Education) and a representative of the National Logistics Cell (for execution of missing
facilities). This Committee holds monthly meetings to review progress, and take decisions on
emerging issues.

Community and School Level

162. Over the past years, there have been variations in the forms, structure and functions of
community and school level organizations for community participation. Currently, the key role
of ensuring community stakeholder participation in important tasks of educational delivery is
entrusted with the School Council, notified in December 2003 (with parents’ participation
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mandated to be greater than 50 percent). A School Council (SC) policy was issued in 2007, and
subsequently revised in 2008. The SC, consisting of 7-15 members with representation from
local elected representatives, parents and the school administration, holds monthly meetings to
discuss issues faced by the school administration and parents, and documents deliberations in
recorded minutes kept by the school administration. SED has mobilized rural support
programs/NGOs for strengthening the capacity of School Councils for schools in all thirty-five
districts.

I1. Decentralized District-based Management and Implementation

163. In 2001, the responsibility for management and implementation of education activities
was devolved to district governments, under the Punjab Local Government Ordinance 2001.
This was implemented through an annual Terms of Partnership (ToP) Agreement between the
Provincial Government and the district governments for provision of tied budgetary support for
the education sector until 2006 in which annual performance targets were mutually agreed.
While the TOP arrangement has been discontinued, the mechanism for distribution of funds is
continuing. Information flow lines are operationalized to track district education expenditures
for monitoring and evaluation purposes. Special emphasis is placed on gradual clearance of the
backlog of audit objections through holding of fortnightly Departmental Accounts Committee
(DAC) meetings.

164. Furthermore, SCs have been empowered to undertake school development schemes,
including minor civil works, up to Rs. 400,000 annually. A system of transferring budget to the
SC has been established. To reduce the fears of teachers regarding audit by Accountant-General
of Punjab, SCs’ expenditures were removed out of the purview of Punjab Financial Auditing
Rules early in PESRP implementation. But, the expenditures incurred by SCs are still subject to
scrutiny by district education departments. Moreover, a comprehensive School Council Policy
for Government Masjid Maktab, Primary and Middle Schools has been notified in August 2007
that addresses financial, administrative, managerial and monitoring concerns of SCs at that level.
SC policy for high and higher secondary schools will be formulated in the near future.

IV. Implementation Guidelines and Reporting

165. Program implementation will be based on existing as well as any new government rules
and regulations issued by the Government of Punjab. The PMIU will be responsible for overall
reporting on program progress, with collaboration from district and school level stakeholders.

166. With regard to school management and accountability, separate operations manual will
be prepared and disseminated. Schools keep a basic education and management information
system.
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Appendix 3 of Annex 6

Key Roles and Responsibilities

Unit Key Roles and Responsibilities
Provincial Level
Provincial Program Steering e Provide advice and overall guidance for implementation of Program project
Committee headed by e Carry out joint annual review on the basis of an annual independent evaluation

Chairperson of Planning and
Development Department

report and School Education Department annual report, and subsequent fiscal
year’s annual plan

Resolve program implementation bottlenecks (including financial management
issues)

Oversee overall program implementation

Punjab School Education
Department (SED)

Provide overarching policy and operational guidance for the Program Project
Participate as key member in Provincial Program Steering Committee
Coordinate with Federal Government on Education

Oversee the School Education and the Higher Education Departments
Oversee Curriculum Development and Textbook Production

Coordinate Teacher Training through Directorate of Staff Development
Develop Provincial Education Budget (Development & Non-Development)
Implement Foreign-Aided Projects

Grant Charter to Private Institutions/ Universities

Confer degree awarding status to Institutions

Establish new Universities/Institutions

Approve Provincial Education Development Schemes

Oversee Autonomous Schools, Boards of Intermediate and Secondary Education,
and Public Libraries

Issue School Council policy and guidelines

Issue guidelines to district and other regional level offices

Planning and Budget (Schools
Education Department)

Provide financial oversight on program project implementation

Liaise with Education Department on program implementation activities, and
development partners

Prepare program documentation, plans and budget allocation (development and
recurrent)

Coordinate support from all relevant agencies (e.g. Directorates of Public
Instruction, Directorate of Staff Development, Curriculum Research and
Development Centre, Punjab Textbook Board, Provincial Institute of Teacher
Education, Educational Management Information Systems)

Conduct bi-monthly meeting of provincial key stakeholders and issue minutes of
meetings

Program Monitoring and
Implementation Unit
(PMIU)(School Education
Department)

Implementation

Coordinate all program monitoring and implementation

Set up guidelines and regulations for program implementation

Convene Provincial Program Steering Committee meetings and issue Minutes of
meetings

Conduct monthly coordination meeting of program stakeholders

Issue program project implementation guidelines to district and other regional
level offices

Oversee and manage tasks of enlisted support agencies (e.g. technical assistance
consultants, rural support organizations/NGOs, etc.)

Liaise with relevant educational institutions/agencies/units on program
implementation (with support from Schools Education Department)

Planning

Prepare monthly and annual reports on implementation progress and plans
Consolidate plans and budget estimates, implement and manage Project
activities, and prepare relevant reports
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Fiduciary(Financial Management and Procurement)

e Prepare semi-annual financial reports of Eligible Expenditure Programs (EEPs)
and TA for disbursement purposes

¢ Prepare Budget Execution Reports of entire education sector for monitoring
PERP expenditures

o House and augment the role of the Internal Auditing Specialist for designing and
implementing interventions for systemic improvements and financial
accountability in the education sector

¢ Maintain the SAP/R3 terminal for financial reporting

¢ Ensure that accounts are kept and reports on financial progress are prepared in
timely manner.

¢ Facilitate the audit process for the program expenditures and improvement of
internal controls over the life of the program

e Draft the Credit Withdrawal Applications to be signed by Additional Secretary
(Budget), Finance Department

e Oversee/execute contracts for goods, works and services
Plan and carry out procurement activities

¢ Provide financial oversight on project implementation

Monitoring and Evaluation

o Develop Monitoring and Evaluation Plans

¢ Coordinate with District Monitoring Offices/Monitoring Evaluation
Assistants/School Councils

Liaise with project implementing entities/SCs

Ensure quality, consistency of data collected

Maintain SED’s EMIS and disseminate for data utilization in decision-making
Produce/oversee production of semi-annual statistical data reports
Produce/oversee production of semi-annual analysis o f program progress
Arrange conduct of Third Party Validations

Oversee production of impact studies of Project effectiveness

Conduct special ad hoc studies to assess specific issues under the Project as
needed (e.g. changes in quality, changes in enroliment rates) '
o Feed data/information into annual monitoring and progress reports

Directorate of Staff
Development (SED)

e Provide direction to policy development on promoting sustainable and
systematic teacher development
Develop competency standards and appraisals, certification and licensing
Facilitate School Education Department in developing enabling learning
environment in public school classrooms
Develop quality pre-service education institutions
Prepare action plans, programs, and continuous professional development
activities for public school teachers

¢ Provide capacity-building of district governments and related institutions for
managing and delivering district teacher development plans

¢ Provide on-line support to teachers through district and cluster training system
through Government Colleges of Elementary Teachers and District Teacher
Educators
Promote knowledge-based systems for program development
Revitalize existing teacher development institutions/organizations in public
sector

Punjab Examinations
Commission (PEC)

o Design, develop, implement, maintain, monitor and evaluate a system of
examinations for elementary education

¢ Formulate policy for the conduct of such examinations; and build capacity of
teachers and education management staff to improve systems of learning
assessment.

e Conduct standardized examinations for Grade 5 and Grade 8 to enable education
managers in the province to assess learning outcomes
Identify institutions which require particular attention in terms of support
Be responsible for the entire cycle of assessment

Punjab Education Assessments

Carry out provincial assessments based on curriculum in line with the National
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System (PEAS)

Education Assessment System
Undertake testing of student learning outcomes in selected grades
Liaise with Education Department on assessments of student learning outcomes

Punjab Textbook Board (PTB)

Responsible for ensuring that textbooks developed in accordance with the
approved guidelines of the Government of the Punjab, the curriculum prepared
by the Federal Government

Facilitate textbook production, with focus on public/private partnership

Punjab Education Foundation
(PEF)

Provide financial assistance for the establishment, expansion, improvement, and
management of educational institutions and allied projects

Provide incentives to students, teachers, and Educational Institutions

Foster public-private partnerships relating to education

Provide technical assistance to Educational Institutions for testing policy
interventions and innovative programs for replication

Rank private educational institutions based on educational standards

Raise funds through donations, grants, contributions, subscriptions etc.

Assist Educational Institutions in capacity building, including training of
teachers

District Level

District Steering Committees

Conduct meetings of district steering committees

Prioritize Development schemes (up to Rs.20 Million)

Oversee overall program implementation

Carry district review of program implementation

Resolve program implementation bottlenecks (including financial management
issues)

Executive District Officers —
Education, District Education
Officers, & Assistant Education
Officers

Administer Schools

Grant Scholarships

Manage School Councils’ affairs

Manage intra-district transfers and postings

Prepare District plans and budget (Development and Non-Development)
Purchase stores & capital goods for devolved institutions

Act as focal point for providing institutional data/information, facilitate
disbursements of stipend, and incentives

Convenes district steering committee meetings

Conduct Grade V & VIII Examinations

Inspect and monitor devolved Institutions

District Monitoring Offices &
Monitoring and Evaluation
Assistants

Perform Monitoring and Evaluation activities
Maintain district EMIS and use for decision-making
Liaise with PMIU on M&E activities

Community and School Level

School Councils

Be responsible for managing the schools

Be responsible for schools’ maintenance of basic EMIS

Assist schools in decision-making, in preparing school plans and budget

Keep financial records of school expenditures and receipts

Obtain support from PRSP/NRSP/NGOs

Assist in ensuring accountability at school level

Assist in fostering greater participation of communities in school management
through assemblies, meetings, etc.

Rural Support
Organizations/NGOs

With support from PMIU, and relevant district offices, develop programs, plans
and budget for strengthening capacity of School Councils

Conduct orientation and community mobilization

Strengthen School Councils’ capacity in management, planning, financial
management and accountability

Train district officers

66




Annex 7: Financial Management and Disbursement Arrangements
PAKISTAN: Punjab Education Sector Project

Executive Summary

167. A financial management assessment of the education sector of Punjab was carried out as
part of the preparation of the Project. The assessment has been carried out in accordance with
OP/BP 10.02, and following the principles laid down in the Financial Management Practices
Manual (November 2005). The assessment has also drawn on the findings of the Punjab PEFA
PFM Performance Measurement assessment (2007), while focusing on the education sector.
Emerging issues specific to the Project included the financial management processes governing
funds transfer to School Councils, girls’ stipends, release of funds to Punjab Education
Foundation and issues of audit and accountability in the sector. Provided that agreed issues (to
ensure FM capacity in PMIU, and to ensure adequate reporting of budgets and expenditures of
EEPs) are addressed before appraisal, the financial management arrangements of the Project will
be broadly based on the country FM systems for budget execution, accounting, internal controls,
financial reporting and auditing. The conclusion of the assessment is that Punjab’s public
financial management systems meet the Bank’s requirements, and there is sufficient basis to
place reliance on the country systems for all financial management aspects of this Project.

168. The disbursement of funds would primarily be conditional on meeting at least 80 percent
(e.g. 8 out 10 for year 1) of agreed DLIs for the disbursement cycle in a fiscal year. Should these
be met, disbursements under the project will follow the principle of “Interim Unaudited Financial
Reports (IUFRs)” (report-based disbursements). Semi-annual I[UFRs will be prepared from the
government accounting system by the PMIU, and endorsed by the Accountant General before
finally being approved by the Finance Department. The Additional Secretary (Budget), Finance
Department will prepare the Withdrawal Application based on the IUFRs, and the Bank shall
disburse all funds to the Provincial Consolidated Fund of Punjab Government. Out of these,
specific amounts for the TA component would be made available to PMIU through a Special
Drawing Account (SDA — the successor to the erstwhile Personal Ledger Accounts). The SDA
would be established after specific approval by FD. The final template of IUFRs has been
agreed and the SAP terminal in PMIU would be used to generate these reports.

169. To enhance the predictability of the funds flow under the Project, a cap will be set against
each of the semi-annual disbursements under Component 1 subject to any deductions equivalent
to the price of the unmet DLIs. All DLIs in each disbursement cycle will be priced equally based
on planned disbursement during that fiscal year. The following expenditures (Disbursement
Category One) can be easily captured in the government financial management information
system on real time basis across the entire province against identified budget codes:

(i) Employee related expenses of primary and secondary education sub functions of all
district governments (Object head A01 for all education sub-functions),

(i1) Girls’ Stipends Program (Object head A03977),

(iii) Grants for School Councils’ Recurrent Budget (Object head A03975),
(iv) School Council Capacity Building (ADP Scheme LO08000001),

(v) Grants to Punjab Education Foundation (Object head A03976),
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(vi) District Capacity Building Program (Object head A03913 under ADP Scheme
L0O01001318),

(vii) Performance Based Incentive Program (Object head A01250), and
(viil)Monitoring systems (CM Monitoring Force-DDO code LQ5269).

170. Expenditures in respect of Technical Assistance (Disbursement Category Two) will also
be captured in the government financial information system and will finance generic cost
elements of the Project through a system of Special Drawing Account to be held with the PMIU
including procurement of consultancy services in the areas of third party evaluations and
monitoring activities, incremental staffing, training and capacity building activities, designing,
formulating and supporting the implementation of education sector strategies, and budget
planning and management activities.

171. Retroactive financing (to a maximum of 20 percent of the credit amount) for up to 12
months prior to credit signing is allowed as long as the DLIs agreed for March 2009 are met, and
the amount of actual paid out in respect of the selected set of EEPs (e.g. district governments’
employee-related expenses of Primary and Secondary Education and Grants to PEF) exceeds
such financing.

172.  For key financial management tasks, the PMIU requires adequate FM capacity. For this
SAP connectivity has been provided and 2 suitable senior government accounts officers with
relevant IT skills for financial monitoring of sectoral expenditures have been engaged.

173. The PMIU would prepare annual financial statements of the Project by drawing data from
the government accounting system. Adequate notes and disclosures in accordance with
International Public Sector Accounting Standards shall be provided. The financial statements
would include the sources of funds (government, IDA, other development partners/sources), and
the uses of funds for the pre-specified eligible expenditures funded under the Project.

174. The Bank requires that the financial statements be audited annually and provided to it no
later than 6 months after the end of the reporting period. The annual financial statements for the
EEPs and TA would be audited by the Auditor General using a risk-based methodology
introduced under PIFRA for which a specific schedule of audit would be agreed. The use of
country systems warrants little duplication of audit effort by audit offices; nonetheless, there
would be a need for effective coordination among the different Directors General concerned.

175. An area of continuing significant concern is the large number of advance audit
paragraphs prepared by the AGP each year for the education sector, which in turn reflect a
continued need for improving internal controls together with other preventive/systemic actions. It
was agreed that the Project will leverage addressing these issues through implementation
covenants and TA. Accordingly, an Internal Auditing Specialist would be engaged by the
PMIU, who would carry-out a causal analysis of these audit paragraphs in order to design and
implement suitable preventive/systemic actions. The Internal Auditing Specialist would utilize
the knowledge-base of already in place audit follow-up mechanism in the School Education
Department, and build the sector capacity for laying down the foundation of an effective internal
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audit function. Terms of Reference for the Internal Auditing Specialist have been agreed and
selection of a suitable person is in process.

176. The programmatic operation is potentially fast-disbursing against pre-selected EEP
amounts, conditional on achievement of reform actions defined through a Disbursement Linked
Indicator (DLI) performance, and includes an essential Technical Assistance component to
provide the enabling implementation capacity for smooth and unimpeded achievement of the
reform measures. Other DPs (such as DfID) will provide parallel financing to the Program under
a separate agreement with the Punjab Government but supporting the same program framework.

177. Project Implementation: The Project will be implemented using the Province's public
financial management (PFM) systems as a basis for budgeting, accounting and internal controls,
financial reporting, and auditing. While the coordination of the Project is managed under the
auspices of the Program Management and Implementation Unit of the Education Department, the
financial management of the Project will be carried out under the responsibility of the various
PFM institutions in the province — Department of Finance and the various District Finance
Offices, Accountant General and the various District Accounts Offices, and Directors General of
Provincial and District Audit. The PMIU will maintain the approving authority for the SDA
funds earmarked under the Technical Assistance component of the Project. Nevertheless, the
Department of Education would take a lead role in formulating the budget proposals and
executing/monitoring of the budget implementation process. For the purpose of implementation
of the TA component of the Project, Bank procurement procedures/guidelines will apply,
particularly in respect of consultancy services.

178. Disbursement Linked Indicators: Meeting at least 80 percent number of the defined
DLIs as identified in the Project document for each indicator-led disbursement cycle for each
fiscal year, will constitute the primary basis for triggering Credit disbursements under the
Project’s EEP (Component One). The DLIs will be monetized equally based on the planned
disbursement for a particular cycle to incentivize the Punjab Government to focus on the priority
implementation of actions that, together, support successful project outcomes. The eligible
disbursement amounts will be the sum of the achieved DLIs multiplied by the unitary DLI price.
The unitary DLI price will be derived by dividing the total capped amount of annual
disbursement planned for that cycle as described in the following table:

FY Allocation of EEPs Disbursements and Annual DLI Pricing during program Life

Fiscal Year 2008/09

- l Disbursement #of DLIs l Avg. Price Per DLI
Retroactive 70,000,000
First 6 mths. Forecast Advance (EEP Expenditures) 52,000,000

. Total Disbursement in FY 2008/09 122,000,000 10 12,200,000

Disbursement for Retroactive and first 6mth. Estimated Expenditures conditioned on achievement of 10 DLIs priced at $12,200,000.
Any under-spends against the forecast EEP expenditures for the 6 mths. To be recovered against next scheduled disbursement
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Fiscal Year 2009/10

2nd 5 mth. Forecast Advance (EEP Expenditures) 20,000,000
3rd 6 mth. Estimated EEP Expenditures 89,000,000
Total Disbhursement in FY 2009/10 109,000,000 10 10,900,000

Final disbursement is computed on the actual EEP expenditures for 11 months in FY 2009/10.
FY 2009/10 disbursement (at time of 3rd disbursement) reduced by the average price of DLIs not met

Fiscal Year 2010/11

4th 5 mth. Forecast Advance (EEP Expenditures) 20,000,000
5th 6 mth. Estimated EEP Expenditures 89,000,000
. Total Disbursement in FY 2010/11 109,000,000 10 10,900,000

Final disbursement is computed on the actual EEP expenditures for 11 months in FY 2010/11.
FY 2010/11 disbursement (at time of 5th disbrusement) reduced by the average price of DLIs not met

179.  For the first fiscal year (FY09), the capped amount of disbursement would be reduced to
take into account any unmet indicators (maximum of 20 percent of the 10 DLIs in year 1). For
any DLIs not met by the annual verification date during the second and third fiscal years, the
equivalent value advanced for the first half-year based on the forecast EEPs, will be deducted
from the final equivalent amount of EEPs to be disbursed. Equally, any balance of the IDA
allocated EEP disbursements not qualifying at any disbursement cycle against the capped
allocation may, be carried forward to be paid during a subsequent disbursement cycle if the
related DLIs are later met. Disbursements of EEPs would be made against 11 months’
expenditure in each fiscal year in order to allow second disbursement to be made before the
fiscal year-end.

180. Program Eligible Expenditures Component: Bi-annual disbursements for the EEPs
under this component will be capped at maximum ceilings, and effective eligibility will be
conditioned on the Punjab Government meeting its DLI performance levels. If the minimum
condition of 80 percent number of DLIs is not met in a particular year by the annual verification
date, next disbursement would be held till that condition is met.

181. The EEP expenditures are part of the Province’s own overall recurrent and development
budget of the eligible activities implemented at the provincial as well as district governments in
respect of primary and secondary education sub-functions. The expenditure mechanism satisfies
Bank policy and, in particular, OP 6.0's three pillars viz: (a) expenditures are productive; (b) they
contribute to solutions within a fiscally sustainable framework; and (c) acceptable oversight
arrangements are in place. Specifically, through its intention to finance a considerable
proportion of the program expenditures under the programmatic arrangement, the Province has
demonstrated ownership and commitment for these programs.

182.  Over time, and by the time of the mid-term review of the Project, the operation provides
for in-built flexibility to vary the elements and construct of the pre-determined set of DLIs as
well as the EEPs in order to meet the PDOs, based on the best judgment of the Bank and the
Punjab Government.
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183. Technical Assistance Component: PMIU would manage the activities financed under
the TA component using dedicated funds to be allocated for this through a Special Drawing
Account. Unlike typical investment operations, the detailed accounts of the expenditures will
also be maintained in the Government of Punjab’s financial management system. Therefore, the
TA expenditures would be part and parcel of the project-wide financial reporting.

Country/Provincial Issues

184. The Country Financial Accountability Assessment (CFAA, December 2003) identified
several weaknesses in data reliability and presentation in the public financial management
systems in the country. However, a number of initiatives and actions are currently being
implemented to remedy a significant number of lapses. Among these initiatives is the Program
to Improve Financial Reporting and Auditing (PIFRA) at the federal, provincial, and district
levels. Significant progress has been achieved so far to increase effectiveness, transparency, and
accountability in public expenditure management and, as a result, the state of public financial
management is gradually improving. The recently concluded Punjab Public Financial
Management and Accountability®® assessment confirms the significant progress in implementing
reforms in public financial management in the province. Since PESRP is a province-wide
initiative to be implemented by a large number of entities/institutions at the provincial and sub-
provincial levels, the FM issues identified by these assessments are generally relevant to the
Project. Therefore the FM arrangements for the Project are so designed to avoid or mitigate the
impact of these issues.

185. The timely availability and use of the financial information generated from the PMIU-
based PIFRA computer terminal would serve as a basis of decision-making in the pursuit of the
Project’s objectives. It would also provide the basis for fostering financial accountability at both
the provincial and district government levels. In effect, the Education Department, through the
PMIU, would maintain a system of regular reporting of financial flows on expenditures by way
of producing quarterly budget execution reports within 30 days after the close of a calendar
quarter. The format of these system-generated in-year financial reports has been parameterized.

186. The Project would continue to pursue the system of instituting regular Departmental
Account Committee (DAC) meetings resulting in progressive resolution of serious audit issues
and the application of sanctions, including cash recoveries in the education sector.

187. Finally, the program would facilitate a continuous dialogue for identifying key sectoral
actions that would further improve public financial management and thus ensure that country-
wide PFM reforms efforts supported by PIFRA are better translated to sectoral outcomes. These
outcomes of strengthened internal control, financial reporting, and accountability will be
measured through the extent of reduction in the number of annually reported advance audit
observations.

3% The Punjab PFMA was completed in May 2007, using a more refined and globally accepted PEFA indicator-led performance
measurement framework. The assessment ratings were published by GoPunjab in the Budget White Paper.
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Risk Assessment and Mitigation Measures

188. The financial management risk of the program is assessed as ‘moderate’, overall; given
that risk-factors such as decentralized program implementation across the 35 district
governments of wide-ranging activities are to a great extent mitigated by the stability of the
PIFRA supported systems.

189. The constituent elements of the overall risk, together with their respective mitigating
measures, are highlighted in the table below:

Risk Assessment Matrix
Risk Risk Risk Mitigating Measures Incorporated into Condition of Residual
Rating Program Design Negotiations, Board or Risk
Effectiveness Rating

Inherent Risk S M

- Country / S - Integrated use of country FM systems - M

Provincial Level - Use of results-based disbursement based on DLIs with
strong M&E systems in place

- Entity Level S - Provision of SAP terminals to PMIU for real time Completed M
monitoring of budget execution.

- Project Level M - Engagement of two accounts officers and an internal Negotiation - M
auditing specialist in PMIU Completed

Control Risk S L

- Budgeting M - Identification of all relevant budget and account codes Completed L
for EEPs and TA expenditures.

- Accounting M - Consistent use of computerized work-flow processes - L
by accounting offices

- Internal S - Gradual PFM reforms in the Sector through engaging - L

Control a qualified internal auditing specialist in PMIU

- Funds Flow M - Use of report-based disbursement directly into the - L
GoPunjab’s consolidated fund

- Financial M - Agreement on the format of Budget Execution Report Completed L

Reporting of the Education Sector, and semi-annual financial
reports of the Project with the Bank.

- Auditing and S - Agreement on general scope of audit of the Project Completed M

follow-up on annual financial statements, combining the certification

issues and regularity aspects of auditing.
- Development and adoption of SOPs for resolution of -
audit observations

Overall Risk S M

Roles, Responsibilities, and Staffing

190. Two government accounts officers and an internal auditing specialist with terms of
reference and qualifications acceptable to the Bank will be engaged by PMIU. The accounts
officers will oversee the financial reporting of the Project and sector, using the SAP terminal
available within PMIU for expenditure monitoring and for disbursements under the program, as
well as prepare the annual financial statements of the Project and the budget execution reports of
the education sector. The internal auditing specialist will help improve the internal controls in the
overall education sector, support the monitoring of resolution of advance audit paras, and carry-
out ad-hoc reviews of expenditure management processes in the sector. The placement of
qualified candidates to these positions is a condition of appraisal of the Project.

72



Funds Flow and Disbursement Arrangements

191. The program is so designed to match the disbursements with the expenditure patterns of
the government in eligible expenditure programs (EEPs) as well as for technical assistance (TA)
activities; therefore, semi-annual disbursements have been capped to ensure consistent flow of
funds throughout the life of the program under the ‘report-based’ principle.

192. All Bank disbursements (either for EEPs or TA) will be made from the Credit account to
the Provincial Government Consolidated Fund - Account No. 1 (Non-Food), based on a
Withdrawal Application duly signed by the Additional Secretary (Budget), Finance Department.
Disbursement from the Credit proceeds, expected to be in US Dollars, will be translated to Pak
Rupees by the State Bank of Pakistan, and the local currency shall form the transaction basis for
the operation’s accounting and reporting. TA component funds received into the consolidated
fund will be released into a Special Drawing Account - SDA (akin to erstwhile Personal Ledger
Account) to be held with PMIU although the funds will be maintained as part of the
government’s Treasury Single Account. Use of SDA will ensure availability of earmarked funds
to PMIU for critical TA activities on a timely basis.

193. Report-based disbursement method, semi-annually, will be used for withdrawal of Credit
Funds using the sector’s financial reports generated from the province’s financial management
system. The template of interim unaudited financial reports has been agreed, which identifies
actual program expenditures incurred against the EEPs and TAs supported by the Bank under the
program. This will facilitate the computation of the eligible portion for Bank financing.

194. The starting point for determination of eligible expenditures for the purpose of
ascertaining the ‘retroactive financing’ amount would be the actual expenditures for FYQ9 to
date. Since the computerization and connectivity of all 35 District Accounts Office sites is now
complete, the actual expenditures against the budget for the FY09 can also be generated on real
time basis from the system for all district governments’ employee related expenditures in
primary and secondary education sub-functions as well as the grants made to PEF. Retroactive
financing shall be limited to 20 percent ($70 million) of the total credit amount of $350 million.

195. The periodicity of future advances and disbursements will then follow the principle of
‘Semi-Annual Interim Unaudited Financial Reports’ prepared from the government accounting
system through PMIU terminal and validated by the Accountant General before being approved
by the Department of Finance in a Withdrawal Application. The budget for FY 2009/10 would
then serve as the basis for next forecast of the expenditures to be advanced to the Government
and against which replenishments can be made subject to the government achieving the set
agreed DLI milestones on a six-monthly basis. Disbursements would be made against eleven
months’ expenditure in each fiscal year in order to allow second disbursement to be made before
the fiscal year-end.

196. The Table below presents the allocated IDA financing of the two disbursement categories
under the Project, and the allocated amounts represent the 100 percent capped expenditure limits
from IDA:
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Expenditure Category Amount (US$ Million)
1. Eligible Expenditure Program (EEPs) 340
2. Technical Assistance (including consultancy services, training, and 10
incremental staff costs)
Total IDA Financing of Program 350

197. The following table provides the Project’s indicative disbursement schedule:
Number| Estimated Type of Capped Price Disbursement Basis
Date Disbursement Amount Per DLI*
(M)
1. June, 2009 |Retroactive (EEPs) 70 for |Based on meeting DLIs at 20 percent of Credit total
EEPs |evaluation in June 2009: for upto 12 months actual
Average DLI equivalent EEPs prior to project
price computed for FY effectiveness
2008/09 of $12,200,000. EEPs’ disbursement
conditioned on a
Total estimated minimum of 80 percent
disbursement in FY number of DLIs

2. June, 2009 {6 months’ estimated 52 for |2008/09 = $122m based EEPs’ disbursementn
EEP expenditures EEPs |on meeting all 10 DLIs. conditioned on prior met
against budget for & TA as DLIs (2008/09)

FY10 (Jul - Dec. per
2009) and 7 months’ | estimate
TA estimate (Jun-Dec

2009)

3. Jan. 2010 |5 months’ estimated 20 for |Advance payment in Jan. Amount netted with any
EEP & TA EEPs |2010 against potentially under-spends in June
expenditures against | & TA as |meeting 10 DLI’s to be 2009 advance.
budget for FY10 (Jan. per |evaluated by May/June
—~ May 2010) estimate {2010 and any DLI’s

4. June, 2010 |6 months’ estimated 89 for |missed to be deducted EEPs’ disbursement
EEP expenditures EEPs |from the June 2010 final conditioned on a
against budget for & TA as |disbursement amount at minimum of 80 percent
FY11 (Jul — Dec. per the average DLI price of number of DLIs
2010) and 7 months’ | estimate |$10,900,000. Amount netted with any

TA estimate (Jun-Dec
2010)

Total estimated
disbursement in FY
2009/10 = $109m based

on meeting all DLIs.

under-spends in Jan, 2010
advance

3 Based on a total equal-weighted DLIs
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5. Jan. 2011 |5 months’ estimated 20 for [Advance paymentinJan. > Amount netted with any
EEP & TA EEPs |2011 against potentially under-spends in June
expenditures against | & TA as |meeting 10 DLI’s to be 2010 advance
budget for FY11 (Jan per |evaluated by May/June
— May 2011) estimate |2011 and any DLI’s

6. June 2011 |6 months’ estimated 89 for |missed to be deducted [ EEPs’ disbursement
expenditures against EEPs |[from the June 2011 final conditioned on a
budget for FY12 (Jul-{ & TA as |disbursement amount at minimum of 80 percent
Dec. 2011) and 7 per  |[the average DLI price of number of DLIs
months’ TA estimate | estimate 310,900,000 > Amount netted with any
(Jun-Dec 2011) under-spends in Jan. 2010

advance

7. Jan 2012 > Unused portion of TA

may be reallocated to the
EEPs expenditures.

198. A key area for financial management improvement related to the program is simplifying
the funds-flow mechanisms in place for transfer of funds to the Schools Councils, disbursement
of girls’ stipends, and releases to PEF. This may involve improving the administrative
monitoring as well as streamlining the FM procedures. It is envisaged that these improvements
would be gradually leveraged under the Project.

Budgeting

199. As a programmatic operation, the budgeting of all program expenditures will constitute
part of the government budgeting process. The New Accounting Model (NAM) - Chart of
Accounts now has separate codes for EEPs financed under the project. These codes would be
used during the next budget cycle to facilitate the budget execution and reporting process for the
entire program.

Accounting and Financial Reporting

200. Accounting records will be maintained using the government-wide integrated financial
management information system being implemented under the PIFRA regime and in accordance
with the country accounting procedures and policies defined in the New Accounting Model
(NAM). These policies and procedures are being progressively and consistently applied at the
provincial as well as district government levels. Use of NAM policies and procedures conforms
to international standards and would thus be acceptable to the Bank.

201. The system-generated accounting records will be the basis for preparation of the Budget
Execution Reports of the Education Sector, including the program expenditures financed under
the Credit. As an output of the system, the Project Financial Statements (interim and annual)
will also be produced, showing the sources of project funds and their uses. The Project Financial
Statements will take the form of semi-annual Interim Unaudited Financial Reports, and Annual
Financial Statements. The template for IUFRs has been agreed between the Bank and the Punjab
Government at appraisal, and the PMIU will have primary responsibility for preparing these
statements.

202. The Project reports and financial statements will identify the uses of funds according to
the pre-defined eligible expenditure elements and technical assistance costs financed by the Bank
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as well as by the Punjab Government. Adequate notes and disclosures consistent with acceptable
international practice will be provided, at least for the annual financial statements.
Disbursements will be made against Semi-Annual Interim Unaudited Financial Reports (IUFRs)
to be submitted by the Punjab Government to the Bank within 15 days after end of
May/December each year. In addition, budget execution reports for the entire education sector
will be submitted within 30 days after the end of each fiscal quarter for continuous expenditure
monitoring.

Internal Controls and Internal Audit

203. The Punjab PEFA assessment identifies the absence of internal auditing in Government
as one of the major weaknesses in the PFM system. While recognizing that establishment of a
sector-wide internal audit function would be beyond the scope of this Project, a suitably qualified
internal auditing specialist will be engaged by the PMIU to jump-start an effective dialogue
towards this direction. The Internal Auditing Specialist so engaged will, among other things,
support the enhancement of the accountability process through reinforcing internal controls
under the Project as well as through systematic follow-up with executive departments on
managing the resolution process of external audit observations in the entire sector.

204. Under the TA component, a separate window for sectoral PFM reforms will be kept to
cater for activities such as improving budget management in education sector, capacity building
of DDOs, using financial reports for decision-making, enhancing procurement effectiveness,
improving internal controls, etc. This window would be accessed to implement specific
interventions by PMIU during the course of the project for which the Internal Auditing Specialist
is envisaged to be the key person to plan, prepare, and manage implementation of these
interventions while partnering with other PMIU officers, DMOs, and counterparts in education
department as adequate on a case-by-case basis. An initial action plan is under preparation,
which will serve as a start-up for the activities to be pursued by the Internal Auditing Specialist.

205. As with other government expenditure transactions, payments under the Project will be
subject to the normal pre-audit verification at accounting offices before payments from the single
treasury account are approved. Use of a single treasury account simplifies the vertical funds-flow
and minimizes cash handling at any level. As the TA component funds that will be managed by
the PMIU under Special Drawing Account arrangements will be expended under Bank
procurement guidelines, the pre-audit activities at the accounting offices of the Lahore Treasury
or the Accountant General will be limited largely to budget availability checks, account coding
validation, and verification of spending authorizations.

206. Finally, separate third party validations would be carried out during the Project life to
further evaluate the process and impact of girls’ stipends, public-private partnership through
PEF, and grants to schools councils for expenditures at the school level. These studies would
also review the social accountability principles enshrined in these processes.

External Audit

207. The annual financial statements of the Project (the EEPs and Technical Assistance
component expenditures financed by the Bank) will be audited by the Auditor-General of
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Pakistan®®. These audited statements would be submitted to the Bank within six months after the
close of the fiscal year. The Office of the Auditor-General of Pakistan is acceptable to the Bank
as an independent auditor for all the activities undertaken by provincial and district governments
in Punjab.

208. The audit activity will primarily be carried out by the Director General (Civil) Audit for
provincial expenditures and Director General (District) Audit for district government
expenditures. Therefore, there would be need for coordination between both Directors General
and designating the reporting responsibility to one of these. In addition, there would also be need
for integrating the certification and regularity of audits, ensuring coverage of auditee formations
on an annual cycle (rather than multi-year cycle as per current practice) following the risk-based
audit approach. In order to improve the timeliness, there is a need to implement the AGP’s new
policy of transitioning to concurrent auditing based on in-year financial reports.

209. All spending agencies within the Education Sector will provide the auditors with full
access to the related documents and records. The Bank will monitor compliance with the audit
requirements as per the table given below:

Audit Report Due Date

Project Annual Financial Statements (EEPs & TA) for the year December 31 each year
ending June 30

210. The normal country systems for resolution and settlement of audit observations will be
equally applicable to this Project. The Project will support resolution of advance audit
paragraphs of the entire education sector through a disbursement-linked indicator. Following
SWAp principles, the Bank funds would not be separately tracked and the Bank will
accommodate withdrawal applications from the Credit as long as the overall expenditures
eligible under the EEPs are more than or equal to the amount withdrawn from the Credit.

Supervision Plan

211. The Project will require intensive supervision support in the initial year of
implementation given the challenges and the capacity of the sector’s financial management
staffing. During Project implementation, the Bank will review: (a) the Project IUFRs and
audited financial statements, including the budget execution report, together with the
management letters; and (b) the Project’s financial management and disbursement arrangements
to ensure compliance with the agreed requirements. With the implementation of the sound
financial management and monitoring system by the professional staff proposed for the PMIU,
the Bank’s normal implementation review procedures will suffice.

% The role of the Auditor-General to carry out the annual audit of the financial statements of the Bank-financed projects is
generally acceptable to the Bank. The Auditor-General being the Supreme Audit Institution in Pakistan has formally adopted
the INTOSAI Standards on auditing. In addition, the new Financial Audit Manual enshrines the principles contained in the
International Standards on Auditing issued by International Federation of Accountants.
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Annex 8: Procurement Arrangements
PAKISTAN: Punjab Education Sector Project

A. General

212. Procurement under the Project (specifically the Eligible Expenditure Programs and the
TA Component) would be carried out in accordance with the World Bank’s Guidelines:
Procurement under IBRD Loans and IDA Credits of May 2004 revised October 2006, and
Guidelines for Selection and Employment of Consultants by World Bank Borrowers of May
2004 revised October 2006. The Bank’s standard bidding documents for procurement under
International Competitive Bidding (ICB), and sample bidding documents for procurement under
National Competitive Bidding (NCB) which are already being used on other Bank financed
projects in Pakistan, will be used for procurement of Goods and Works under the project. The
Bank’s Standard Request for Proposal document will be used in the selection of consulting firms.

213. Procurement of Works: There is no procurement of works that will be financed under
this Project with the exception of minor works and repairs to be carried out by School Councils.
Shopping procedures will be used by SCs to undertake these minor works and in accordance
with the manual and guidelines for SCs to be developed through TA support under the Project.

214. Procurement of Goods: There are no major procurements of goods that will be financed
under this Project. Some office equipment and stationery will be procured under the TA
component of the Project which will be included in the Procurement Plan of the project. The
International Competitive Bidding (ICB) procedure will be used for all contracts estimated to
cost more than US$200,000 equivalent, using Bank’s standard bidding documents. Goods
contracts costing more than US$ 50,000 would be procured through NCB, using bidding
documents acceptable to the Bank.

Improvement of Bidding Procedures under National Competitive Bidding

215. Should there be any procurement of goods financed under the Project in the future, the
following improvements in bidding procedures will apply to all procurements of Goods and
Works under National Competitive Bidding, in order to ensure economy, efficiency,
transparency and broad consistency with the provisions of Section 1 of the Guidelines:

1. Invitation to bid shall be advertised in at least one national newspaper with a wide
circulation, at least 30 days prior to the deadline for the submission of bids;
il. Bid documents shall be made available, by mail or in person, to all who are

willing to pay the required fee;
iit. Foreign bidders shall not be precluded from bidding and no preference of any
kind shall be given to national bidders in the bidding process;

iv. Bidding shall not be restricted to pre-registered firms;

V. Qualification criteria shall be stated in the bidding documents;

VL. Bids shall be opened in public, immediately after the deadline for submission of
bids;

vii.  Bids shall not be rejected merely on the basis of a comparison with an official
estimate without the prior concurrence of the Association;
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viii. Before rejecting all bids and soliciting new bids, the Association’s prior
concurrence shall be obtained;

iX. Bids shall be solicited and works contracts shall be awarded on the basis of unit
prices and not on the basis of a composite schedule of rates;

X. Contracts shall not be awarded on the basis of nationally negotiated rates;

xi. Single bid shall also be considered for award,

xii.  Contracts shall be awarded to the lowest evaluated and qualified bidder;

xiil.  Post-bidding negotiations shall not be allowed with the lowest evaluated or any
other bidders;

xiv.  Draft NCB contract would be reviewed by the Bank in accordance with the prior
review procedures;

xv. A firm declared ineligible by the Association, based on a determination by the
Association that the firm has engaged in corrupt, fraudulent, collusive, coercive or
obstructive practices in competing for or in executing an Association-financed
contract, shall be ineligible to be awarded an Association-financed contract during
the period of time determined by the Association.

xvi.  Each contract financed from the proceeds of a Credit shall provide that the
suppliers, contractors and subcontractors shall permit the Association, at its
request, to inspect their accounts and records relating to the performance of the
contract and to have said accounts and records audited by auditors appointed by
the Association. The deliberate and material violation by the supplier, contractor
or subcontractor of such provision may amount to obstructive practice.

216. Procurement of non-consulting services: None envisioned at this time.

217. Selection of Consultants: Employment of consultants under the program will be mainly
for Technical Assistance (TA). TA component is proposed to be structured into four packages
which will directly support the ongoing and planned programs under the medium-term education
sector framework of the PESRP: (i) Package A consists of TA activities to strengthen the
fiduciary aspects of the program, covering financial management and procurement systems and
processes in the sector; (ii) Package B comprises third party validations of programs supported
under the PESRP ranging from delivery of textbooks to teacher recruitment; (iii) Package C
proposes a plan for environment enhancement linked to the interventions supported under the
PESRP; and (iv) Package D consists of TA for improving the quality of education, enhanced
access, and strengthening governance and monitoring in the sector. Accounting for the largest
portion of the proposed technical assistance, the main aim of TA activities under Package D will
be to evaluate the performance of the ongoing programs under the PESRP to strengthen and
expand them, identify new areas where efforts are required to reinforce the Government’s reform
agenda in education and strengthen the planning and monitoring systems of the sector. Details of
the proposed activities under all four packages are provided in Annex 4. Short lists of
consultants for services estimated to cost less than $500,000 equivalent per contract may be
composed entirely of national consultants in accordance with the provisions of paragraph 2.7 of
the Consultant Guidelines.

218. The Planning and Development Board has issued the following for use by all state and
para-statal organizations of the Government of the Punjab: (a) Consultant Selection Guidelines,
September 2006; and (b) Handbook for Consultant Selection, July 2007. Both of these
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documents are now followed as the mandatory rules for procurement of consulting services. The
Bank reviewed the Guidelines and the Handbook and found them to be in line with accepted
international good practice, and in most respects fairly close to the Bank’s own guidelines on the
subject. Procurement of consultants under the Project will be subject to Bank’s guidelines.

B. Assessment of the agency’s capacity to implement procurement

219. Procurement activities will be carried out by the Education Department, Government of
Punjab. The procurement of services under the TA will be conducted by the PMIU. It has been
agreed that the PMIU will take on board a procurement specialist for the purpose.

220. An assessment of the capacity of the Implementing Agency to implement procurement
actions for the project has been carried out. The assessment also relied on two third party
evaluations carried out in selected districts of Punjab in 2006 and 2007, for civil works and
furniture procurements made under the PESRP. The assessments looked at two main areas: the
overall regulatory environment that will be assessed using the OECD-DAC Baseline Indicator
System. The assessment reviewed the organizational structure for implementing the project and
the interaction between the project’s staff responsible for procurement staff and the Government
of Punjab’s relevant central unit for administration and finance. The main findings of the
assessment are summarized in the following paragraphs.

221. The Government of Punjab carried forward a phased program for overall procurement
reform in the province as part of the PESRP, resulting in: (i) Punjab Government’s approval of
Procurement Reforms Strategy; (ii) setting up of a provincial Public Regulatory Authority
(PPRA) through an Ordinance; (iii) preparation of draft procurement rules; and (iv) agreement
for PPRA initiating implementation of the reform strategy for effective procurement
management. There had been encouraging progress on these actions during the program
supported by the DPCs. However, due to changes in some of the key positions championing the
procurement reforms, there has been slower implementation of some of the key actions required
to move forward on procurement reforms. The momentum is again picking up and the reforms
are on track. However, to carry forward these reforms, a full time MD PPRA needs to be
appointed and resources for PPRA staffing allocated. The PPRA Board in its recent meeting was
envisaging replication of the federal PPR rules in the province and to defer the staffing of the
Authority including the appointment of a full time MD. The draft rules prepared by the province
are in fact an improvement upon the federal PPRA with two major improvements: (i)
independent mechanism for second tier of appeals; and (ii) separate consultancy rules. The
Board may consider these improved rules for adopting, as these are better aligned with
international best practice. Appointment of a full time MD and staffing of the PPRA is another
major step which is essential to make the Authority functional in its capacity of the custodian of
the rules and to effectively carry forward the reform agenda.

222. In general, throughout the government there is a dearth of skill in procurement ranging
from the development of policy to the management of the function. This is largely due to the
absence of dedicated posts for professional procurement officers, and the absence of a career
path. Above all, low capacity in procuring agencies, regulatory authorities, and accountability
institutions further hamper the efficiency, economy, and transparency of the procurement
systems. In effect, both the institutional framework and the management capacity are weak and
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will need to be improved substantively through TA ranging from drafting documents to on-the-
job training at all levels from policy formulation to procurement contract administration.

Assessment of Procurements in the Education Sector

223.  One of the significant procurements in the education sector is the printing of textbooks
which was carried out by the Punjab Textbook Board (PTBB) through allocation of contracts.
The PTBB was responsible for pre-registering printers/publishers in various categories who,
based on their capacities, and individual organizational and technical competence, were allocated
a certain number of books for printing. Since 2005 however, this process is being awarded based
on competitive bidding. It was noted however that the sheer bulk of the printing requirement
(about 75 million books, out of which around 60 million are for free distribution procured
competitively) adds a peculiar dimension to open competition. The demand almost equates the
entire market capacity, and books are to be delivered before the academic year commences. In
this competitive process, bidders are required to quote their rates per 100,000 books and the
awards are made based on their production capacity. Generally the lowest bid is set as a
reference price which the other bidders are required to match. If agreement is not reached the
remaining portion is re-bid. It was reported that generally the higher bidders match the lowest
bidder’s price. Although this process could have been beneficial in setting up the lowest price on
a competitive basis, there is a requirement to take a deeper look at the market capacity, explore
the possible options of phasing, and packaging to make this process efficient. Discussions with
the PTBB have been encouraging, and it is anticipated that in the foreseeable future, they will
adopt a different procurement strategy that will target the larger printing and publishing houses
nationally by inserting qualification criteria that will lead to a consolidation of the market. The
PTBB may even consider International Competitive Bidding.

224. The procurement of Civil Works has been another area of concern. While the Education
Department is the budget-holder for school construction and up-gradation, the Communication
and Works (C&W) Department has the responsibility for implementation and execution. This
has led to several quality issues, over which the Education Department has very little control.
Due to these earlier identified quality issues with C& W Department-managed civil works, NLC
was hired under a direct contract for works on missing school facilities. Current implementation
by NLC also reveals weaknesses in implementation and quality. The issue of civil works in the
education sector — how school construction and improvement is managed and procured —
requires a comprehensive review in order to identify alternative options for both design and
management. The Bank has recommended that such a review be part of the overall procurement
reforms in the sector. The Government of Punjab is initiating this comprehensive review with a
workshop of all key stakeholders involved in the civil works aspects of schools. This workshop
will be held in March/April 2009 and will look at processes that are followed for the
procurement and execution of school buildings, including exploring alternative solutions such as
SC involvement.

225. The School Councils are allowed to make procurements of up to Rs.400,000 at their own
discretion for school supplies and minor repair and maintenance of schools buildings (which is
only happening in a few districts that have actually provided development funds to SCs).
However, even where provided the bulk of these funds remain unutilized due to low capacity.
While the notification on SCs carries specific financial management guidelines, there are no
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procurement instructions that the SCs can follow. The government has agreed that simplified
procurement guidelines will be developed to facilitate this aspect for the SC activities, and will
also be included in the SC capacity building program.

226. The assessment also specifically included the review of the contract awarded to GC
University Lahore, for an amount of Rs. 153.7 million. The Contract was awarded following the
Government of Punjab’s Consultant Selection Guidelines 2006. The procurement process was
carried out transparently and efficiently in accordance with the guidelines, and can be considered
for financing under the Project as an Eligible Expenditure.

227. Technical assistance will be provided to improve procurement performance and outcomes
in the education sector, which will entail gathering performance data on procurements carried out
by the School Education Department against ten agreed indicators in the first phase. This will be
followed with assistance to create an action plan to improve procurement performance against
DLIs agreed to, and contained in the index.

228. In May 2008, the Bank's Board approved a methodology by which the Bank could
promote stronger country procurement systems by introducing a piloting program under which
national procurement systems would be relied upon for ICB contracts in countries that have
achieved procurement standards equivalent to those embodied in the Bank’s Procurement
Guidelines and have demonstrated capacity to carry out such procurement. The Bank is
proposing to conduct one such pilot in the education sector in Punjab. Should the Punjab
Government agree to the pilot, the first steps would be to conduct an assessment both of the
regulatory framework and the performance in the area of procurement, which would form the
basis of an action plan that will be agreed to remove any gaps between the systems of the
Government, and those required for a full adoption of the country systems over a period of 18 to
24 months. The Bank will also able to provide technical assistance for implementation of the
action plan. The timing of this initiative is particularly opportune for the Bank's interventions in
Punjab's education reform program because, if the Government is indeed able to bring about the
agreed improvements, it unlocks the potential for the Bank to disburse against a wider range of
eligible expenditures that are procurable.

229. The overall project risk for procurement is: Substantial.

C. Procurement Plan

230. The Borrower, at appraisal, developed a procurement plan for project implementation
which provides the basis for the procurement methods. This plan has been agreed between the
Borrower and the Project Team on [date] and is available at TBA. It will also be available in the
project’s database and in the Bank’s external website. The Procurement Plan will be updated in
agreement with the Project Team annually or as required to reflect the actual project
implementation needs and improvements in institutional capacity.
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D. Frequency of Procurement Supervision

231. In addition to the prior review supervision to be carried out from Bank offices, the
capacity assessment of the Implementing Agency has recommended six-monthly supervision
missions to visit the field to carry out post review of procurement actions.

E. Details of the Procurement Arrangements Involving International Competition

232. Consulting Services

(a) List of consulting assignments with short-list of international firms.

1 2 3 4 5 6 7
Ref. No. Description of Estimated Selection Review Expected Comments
Assignment Cost Method by Bank Proposals
(Prior / Submission
Post) Date

1 TA $8,000,000 | QCBS Prior 07/30/09
Management
firm for
Quality,
Access and
Governance

2 Third Party $500,000 QCBS Prior 10/30/09
Validation

(b) Consultancy services estimated to cost above $200,000 per contract and single source
selection of consultants (firms) for assignments estimated to cost above $100,000 will be subject
to prior review by the Bank.

(c) Short lists composed entirely of national consultants: Short lists of consultants for services
estimated to cost less than $500,000 equivalent per contract, may be composed entirely of
national consultants in accordance with the provisions of paragraph 2.7 of the Consultant
Guidelines.

Review of Procurement by the Bank

233. Thresholds for prior review of contracts under eligible expenditures are given below.
These thresholds would be reviewed in 18 months and adjustments upwards or downwards
would be made based on implementation experience.

@) All ICB contracts for works and goods;

(i1)  All single source selections or direct contracts;

(iii)  First NCB Contract for Goods, regardless of value

(iv)  First NCB contract for works, regardless of value , an thereafter each contract for Works
estimated to cost US$300,000 equivalent or more.

) First contract procured through shopping, for goods and works;
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(vi)  The first Consultants’ Services contract with consulting firms, irrespective of value, and
thereafter all contracts with firms estimated to cost US$100,000 equivalent or more;

(vii)  First consulting services contract with individual consultants, irrespective of value, and
thereafter all contracts with individuals estimated to cost US$50,000 equivalent or more.

234.  All other contracts will be subject to Post-Review by the Bank. The implementing agency
will send to the Bank a list of all contracts for post-review on a quarterly basis. Post reviews as
well as the implementation reviews would be done six monthly. Such review of contracts below
threshold will constitute a sample of about 10-15 percent of the contracts.

Procurement Information and documentation — Filing and database
235. Procurement information will be recorded and reported as follows:

(a) Complete procurement documentation for each contract, including bidding documents,
advertisements, bids received, bid evaluations, letters of acceptance, contract agreements,
securities, related correspondence etc., will be maintained by the implementing agency in an
orderly manner, readily available for audit.

(b) Contract award information will be promptly recorded and contract rosters as agreed will
be maintained by the implementing agency.

(©) Comprehensive quarterly reports by PMIU indicating: (i) revised cost estimates, where
applicable, for each contract; (ii) status of on-going procurement, including a comparison of
originally planned and actual dates of the procurement actions, preparation of bidding
documents, advertising, bidding, evaluation, contract award and completion time for each
contract; and (iii) updated procurement plans, including revised dates, where applicable, for the
procurement actions.

(d) A procurement database will developed supporting the procurement website that would
register relevant information in a database format that would be suitable for analysis. The
database would include above information and in addition other relevant information such as
official estimates (global unit prices based on market rates), all bidders (individual, companies,
joint ventures, owners information, bank guarantee information, etc.), all bids, and relevant staff
offered (technical experts, work supervisors, etc.). The database would be designed and
supervised by the PMIU in accordance with the format agreed with the Bank. This database
could be used as a resource by the implementing agencies to plan for the future projects.

(e) All information relating to procurement under the program and financed by the Project

will be maintained on the PESRP website and the website of the Planning & Development
Department to ensure wide dissemination.
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Annex 9: Economic and Financial Analysis
PAKISTAN: Punjab Education Sector Project

I Background and Context

236. The primary objective of this Economic and Financial Analysis is to inform the design of
the Project by documenting and quantifying the benefits (economic and non-economic) of the
World Bank support extended to the education sector of Punjab, as well as conduct an ex-ante
appraisal and sustainability analysis for the period FY09-FY11, based on performance of the
PESRP during 2003-2007.

II. Scope of Analysis

237. The scope of the analysis is to: (a) assess the effectiveness of a number of specific
program interventions as well as of the overall program. These interventions form part of sub-
component 1.3 of the Project. Specifically the analysis evaluates the following interventions
under the DLIs and EEPs: provision of all missing facilities to schools; Girls Stipends program;
Public Private Partnership program (PEF); and the Free Textbooks program*'; (b) conduct a
historical cost-benefit/rate of return analysis of Phase I and II combined; (c) perform ex-ante
economic appraisal of the SIL for the period FY09-11; and (d) conduct a fiscal sustainability
analysis of the sector which examines whether the investments that are being made in the sector
will be financially sustainable, once the project terminates. The analysis will rely on primary
data of households collected through PIHS 2001-02, PSLM 2005-06 and LFS 2006-07. Data on
level-wise and year-wise beneficiaries of various interventions as well as expenditure on
textbooks, stipends and enrollments was collected through PMIU and the Punjab Education
Foundation (PEF).

III. Rate of Return Analysis

238. One of the primary objectives of the PESRP is to increase primary and secondary
enrollments (specifically girls). Improving the quality of education and strengthening the systems
for measurement of student learning are the other main objectives of the program/project. To
quantify the ex-post and ex-ante benefits, we estimate the returns to primary, middle and
secondary (matriculate) education (overall and females) using the PSLM 2006-07 and PIHS
2001-02. Table 1 gives the average earnings per month of persons with three levels of education
and those who never attended school*.

I See Pp7-8 of the main document
2 Earnings broken down by public and private education by levels would be a more accurate measure of returns but lack of data
prevents us to go for the theoretical purity.
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Table 1: Average Earnings Premium of Paid Employees by Education Levels:

PSLM 2005-06

Monthly (Rs) Yearly (US $)* Premium Relative
to no schooling
Overall Females Overall Females Overall Females
Never 2,351 857 470 171 - -
Attended
Completed 141
Grade 1-5 3,055 1,086 611 217 46
Completed
Grade 6-8 3,838 907 768 181 298
10
Completed
Grade 9-10 4,919 3,027 984 605 514 434

Average monthly earnings Overall (Rs.3159) and Females (Rs.1107)
*Rs.60/US §

239. For the overall sample the yearly earnings premium is US $140 for primary school
graduates, which rises to US $514 for matriculates. Note also that inter-level premium rises from
US$157 (i.e. between primary and middle) to US$ 216 between middle and matriculate. The
female earnings are 1/3™ to 1/4™ of male earnings till the middle level i.e., till Grade 8; they
narrow considerably only when females are equipped with a secondary certificate. In a sense
these overall average earning premiums incorporate the premiums due to location and
experience. Since the definition of employees start with age 10, we also estimate the earnings of
fresh (relatively) graduates between the ages of 10-17%.

truncated sample.

Table 2 gives the earnings of the

Table 2: Average Earnings Premium of Paid Employees age (10-17) by Education Levels:

PSLM 2005-06

Monthly (Rs) Yearly (US $)** Premium Relative
to no schooling
Overall Females Overall Females Overall Females

Never 1202 644 240 129 - -
Attended
Completed
Grade 1-5 1693 710 340 142 100 13
Completed
Grade 6-8 2079 1174* 416 235 176 106
Completed
Grade 9-10 2522 707* 504 141 264 12
Overall 1517 678 303 136 - -

* Caveat: Based on a sample of 5 and 8 females respectively

** Rs60/US $

240.

female entrants with matriculation certificates.

s Strictly speaking a person of age 17 and starting work at 10 may have 7 years of work experience, thus earnings may slightly

overstate the premium to fresh graduates.
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241. For estimating the potential benefits in the ex-ante period FY09-11, the trends in the
earnings also need to be assessed. Table 3 provides a comparison of average monthly earnings
of the 10-17 age group with various levels of education for the overall sample for the years 2001-
02 and 2005-06. The inflation adjusted average monthly earnings for all levels of education
grew between 34-55 percent in the 5 year period. The real growth rate of 2.7 percent in average
earnings of individuals with no formal education was the lowest during the period.

Table 3: Trends in Monthly Earnings (Rs.)

2001-02 2005-06 Nominal Inflation Annual

Cumulative adjusted compound

Growth rate growth rate real growth
rate
Never attended 858 1202 40.1 11.14 2.68
Grade 1-5 919 1693 84.2 55.24 11.62
Middle 6-8 1145 2079 81.6 52.04 11.15
Matric 9-10 1378 2522 83.0 54.04 11.40
Overall 927 1517 63.6 34.64 7.72

242. The results for estimating Mincerian wage functions using the weighted OLS regression

technique is given in Table 4. For the overall sample, the education attainment coefficients for
2005-06 show a wage premium of 0.25 for individuals who complete Grades 1-5 relative to those
with no schooling. This premium rises to 0.46 for those who complete Grades 6-8 and 0.63 for
those individuals who complete Grades 9-10. Each year of experience adds 7.26 percent to the
base earnings, while each year of experience with matriculation gives an additional edge of 0.37
percent earnings to its holder. This latter edge is much higher for females with secondary school
certificates than for males.

Table 4: Dependent Variable: Loge Monthly Earnings

Variables Overall Female

2001-02 2005-06 2001-02 2005-06
Edu2 0.2033** 0.2487** 0.1465 0.1881
Edu3 0.4945%* 0.4629** 0.4262*%* 0.2483
Edu4 0.8823** 0.6328** 0.7088** 0.4849**
Exprn 0.0726** 0.0688** 0.0201** 0.0475%*
Sqr(expmn) -0.00101** -0.00098** -0.0004** -0.0007**
Edu2 exprn 0.0020 -0.000516 -0.0032 0.0070
Edu3 expm -0.00018 -0.00322 0.0178 -0.0117
Edu4 exprn -0.00226 0.00373* 0.0416** 0.0436**
Male 1.3585%* 1.3465** - -
Urban 0.1593** 0.1134%** 0.3699** 0.1793**
Constant 4.9866** 5.5463** 5.4644** 5.8079**
Adj.R sqr 0.5404 0.5794 0.1706 0.2164
No. of Observations 4435 4823 896 1179
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243. For females, the education attainment co-efficients for the primary and middle level are
statistically not significant, and only average earnings of female matriculates are significantly
higher than those with no education®.

244, The education attainment coefficients between 2001-02 and 2005-06, show a declining
trend except for those with primary level education. For the overall sample the returns of an
extra year of experience also fell marginally during the period, but rose for females. Moreover in
contrast to the beginning of the decade, experience with matriculation began to command a
premium in 2005-06, relative to other education levels. For females the locational premium
differential also narrowed during the period.

IV.  Out-of-Pocket Expenses

245.  Although public schools are subsidized, they charged nominal monthly fees until 2003-
04. Moreover parents incur expenditure on textbooks, uniforms, transportation and other
trregular incidentals, such as on sports and other activities. These out-of-pockets constitute
expenses along with foregone earnings on the costs side of the equation for a more meaningful
and realistic economic appraisal. Table 5 compares the annual out-of-pocket expenses recorded
by households in the PIHS 2001-02 and PSLM 2005-06 surveys. The household level data
indicates that since the Punjab Government’s decision to provide free schooling and textbooks,
the annual out-of-pocket expenses have fallen by roughly 30 percent in nominal terms between
FY02-06. Meanwhile out-of-pocket nominal expenses for households with children in private
schools rose at an annual rate ranging between 7.8 to 13.0 percent per annum.

Table S: Average Annual Out-of-Pocket Expenses per Student (Rs.)

Grade 1-5 Grade 6-8 Grade 9-10
2001-02 2005-06 2001-02 2005-06 2001-02 2005-06

Public 880 587 1974 1361 3000 2699
Private 2502 3374 3955 5580 5066 8271
ACGR 7.8 9.0 13.0

(Private)

Overall 1413 | 1714 2581 1 2710 3595 [ 4528
ACGR 49 1.2 5.9

(Overall)

V. Ex-post Cost Benefit Analysis

246. It should be mentioned at the outset that financial and technical support to the education
sector of Punjab by the World Bank during FY04-07 at an average rate of US $100 million per
year constituted 10-15 percent of the Punjab Government’s total expenditure on education. This
was budgetary support to the provincial government. It was meant to leverage financial and
technical support and strengthen Punjab Government’s on-going sector-wide reforms and initiate
new ones to improve quality, access, governance and sustainability. Broadly speaking the
increased access in the form of additional enrollments due to the above four interventions is
attributed as benefits of the four year program, while total costs incurred on various interventions

* These education attainment coefficients are slightly higher than in case of Bangladesh. Using a simpler specification on HIES
2005 data and different categorization, the corresponding wage premium to those who completed 5-9 grades is 0.136 and rose
to 0.29 for individuals completing secondary school certificate.
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by the government (which operationally mean expenditure on carryover stock of students plus
new enrollments during the period) represent the costs of the program. The assumption here is
that because of the total costs incurred on interventions, there was an appreciable all-round
improvement in access and quality of primary and secondary education in the province during
the life of the program. In line with the premiums attached to the three levels of education, we
estimate aggregate cost and benefits of each intervention and the program (level-wise) during the
four year life of the program (FY04-07). For the ex-ante analysis we estimate the aggregate
costs and benefits of the program during FY09-11.

A. Free Textbooks

247. The Punjab Government initially started providing free textbooks to primary level
enrollees in public schools from 2003-04. In the subsequent year it extended the provision to the
middle level, i.e., up through Grade 8. In FY06 secondary level students of public schools were
also included. The beneficiaries gradually increased from 8.8 million in 2004-05 to 12.4 million
by 2006-07*°. Correspondingly the expenditure on production of text-books increased from
Rs.354 million to Rs.838 million in 2006-07.

1) Estimating the increase in enrollment:

248. Between 2003-04 and 2006-07, primary enrollment in public schools increased at the rate
of 8.14 percent per annum. Prior to the program, i.e., during 2001-02 to 2003-04, primary level
enrollment in public schools was increasing at the rate of 0.6 percent per annum. Discounting the
program period increase by the pre-program increase, gives a net addition of 1.574 million
students in primary enrollments. For middle level education, the pre-program increase in
enrollment was 3.2 percent per annum. During FY04-07, the corresponding rate more than
doubled to 6.9 percent. After adjusting for the pre-program rate, the net increase in middle level
enrollment attributable to the program reduced to 0.21 million from 0.38 million. Enrollment at
the matriculate (Grade 10) level was increasing at the rate of 6.1 percent per annum during 2001-
02. During the program period, it increased marginally to 6.6 percent. Consequently, though the
total enrollment increased by 157,400, only 13,320 can be attributed to the program.

ii) Opportunity costs of foregone earnings and out-of-pocket expenses

249. Level-wise earnings premium information in Table 2 and out-of-pocket expenses
information in Table 5 are combined with estimates of additional enrollment in (i) above to
estimate foregone earnings and out-of-pocket expenses at each level. For both these cost
measures, the annual average estimates are raised by a factor of 5.3 and 2 to arrive at total costs
for the primary, middle and matriculate levels respectively.

iii)  Other costs and inefficiencies embedded in benefit calculations

250. High open unemployment rates of labor force with primary, middle and matriculate level
education indicates the rigidities and imperfection of the market as well as the excess supply of

4 In later years under public-private strengthening DOE, Punjab Government also provided free textbooks to NGOs schools,
under Punjab Rural Support Program and to low-cost private schools assisted by the Punjab Educational Foundation.
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labor with low and poor education. However the recorded rates may remain low due to
underemployment as well as definitional weakness in its measurement. In both cases the
aggregate lifetime earnings estimates of the beneficiary pool need to be adjusted by the
phenomena of open unemployment. Open unemployment rates by education level from the
Labor Force Survey of 2006-07 are used to adjust the number of enrollments for estimating the
net discounted value (NDV) of lifetime earnings and internal rate of returns of the interventions
and program46.

251.  One indicator to assess the impact of reforms on improvements in internal efficiency of
the education sector is the pass rate of those appearing in the matriculation or secondary school
certification exam. Historically the pass rate has hovered around 50 percent for those appearing
in the exam. Thus the enrollment at the matriculate level is also adjusted for the pass rate to
calculate the aggregate NDV of lifetime earnings of additional enrollees at the matriculate stage.

iv) Calculation of lifetime earnings

252. After adjusting the level-wise enrollment derived in (i) by level-wise unemployment
rates, earnings premiums in Table 3 are used to obtain aggregate earnings impact on additional
enrollees at each level. Returns to each year of experience as well as significant premium on
experience due to education (e.g. matriculation) obtained in Table 4 are incorporated to estimate
life-time earnings over a period of 25 years. These benefits in differential life-time earnings are
discounted back to present value.

Table 6: Cost-Benefits of Text-book Program (US $ m

Costs NDYV of life-timé earnings IRR
(12 percent)
Primary 1969.0 2018.2 14
Middle 231.6 206.7 12
Secondary 10.2 8.6 11
Overall 2210.8 22335 13

253. Applying the above methodology, Table 6 gives level-wise and overall costs, NDV of
lifetime earnings and IRR of the text-book intervention. Only in case of intervention at the
primary level, does the NDV of benefits exceed the current cost of the intervention. Moreover,
IRR of the intervention declines marginally at higher levels of education.

B. Stipends to Girls

254. Female enrollment indicators at all levels of school education continue to be dismally low
specifically in rural areas and at secondary level of school education. In order to narrow gender
disparities at the secondary level, the Government introduced stipends for all girls enrolled in
middle schools in fifteen low literacy districts of Punjab from the 2™ quarter of FY04. It was
extended to girls enrolled in Grades 9 and 10 from the 3™ quarter of FY07. Correspondingly the
total girl beneficiaries from the program increased from 0.179 million in 2003-04 to 0.360

# Overall unemployment rates calculated from LFS 2006-07 for pri