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CURRENCY EQUIVALENTS

US$ Rs 13

Rs 1 US$0.077

WEIGHTS AND MEASURES

British/US Units Metric Units

1 foot = 30.5 centimers (cm)
1 yard (yd) = 0.915 meters (m)

1 mile (mi) = 1.609 kilometers (km)
1 acre (ac) = 0.405 hectare (ha)
1 square mile (sq. mi) = 259 ha
1 pound (lb) = 0.454 kilograms (kg)
1 long ton (lg ton) 1,016 ki (1.016 metric tons)
1 cu ft/sec (cusec) = 0.028 m !sec

Pakistani Units British Units Metric Units

1 maund = 82.3 lb (.0367 lg. ton) = 37.39 kg (0.0373 m tons)
26.8 mds 2,205 lbs = 1.0 ton

27.2 mds 1.0 lg ton (2.240 lbs) = 1,016 kg

PRINCIPAL ABBREVIATIONS AND ACRONYMS USED

ACD - Agricultural Credit Department of SBP
ADBP - Agricultural Development Bank of Pakistan
AETI - Agricultural Engineering Training Institutes
CB - Commercial Banks

FCB - Federal Cooperative Bank
GOP - Government of Pakistan
M&E - Monitoring and Evaluation
MCO - Mobile Credit Officer
NCCC - National Credit Consultative Council
NWFP - Northwest Frontier Province
PMI - Private Minor Irrigation
SBP - State Bank of Pakistan
SCARP - Salinity Control and Reclamation Project
T&V - Training and Visits (System of Agricultural Extension)
UHT - Ultra High Temperature

WAPDA - Water and Power Development Authority
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PAKISTAN

FIFTH AGRICULTURAL DEVELOPMENT BANK PROJECT

I. THE AGRICULTURAL SECTOR

A. Agriculture in the Economy

1.01 The Islamic Republic of Pakistan covers about 197 M acres. Its
population is estimated at 88 M of which more than 70% live in rural areas.
Overall population growth is estimated to be 3% p.a. with a net growth in
rural population of 2.5% and in urban population of 4%.

1.02 Although the country has averaged an annual growth in GNP of over
6% and a per capita GDP growth of about 3% since 1975/76, the per capita GDP
in 1982/83 is only US$322. About one third of the population is believed
to have incomes below the absolute poverty level estimated at Rs 1,943
(US$152) per capita for rural families in 1982/83.

1.03 Agriculture is the mainstay of the Pakistan economy, accounting for
about 30% of GNP and employing about 55% of the labor force. Directly and
indirectly, the sector accounts for about two-thirds of Pakistan's export
earnings, principally from cotton and rice.

1.04 Growth in the agricultural sector since 1969/70 has been lower than
in the economy as a whole. The average growth in agricultural value added
was 1.7% p.a. from 1969/70 to 1975/76, but had increased to 3.8% p.a.
between 1976/77 and 1981/82 and is projected by GOP to grow at 6.2% in
1982/83. For the summer (kharif) 1/ season, substantial production increases
are projected for rice (4.8%) and for cotton (7.9%) whereas a 4.3% decrease
is projected for sugarcane. For the winter (rabi) 1/ season, wheat produc-
tion target has been set at 12.2 million tons representing a 6.8% increase
over actual output in 1981/82. Gains of such magnitude seem too ambitious
and will only be achieved with favorable weather as well as continued
improvements in the availability and utilization of inputs and price incen-
tives.

B. Land and Water Resources

1.05 Land: Much of Pakistan is unsuited for rainfed (barani) agriculture
because of the arid climate in the south and west and the mountainous terrain
in the north. However irrigation, mainly within the Indus River system, has
been widely developed. Some 74 M ac (38%) of the country's land area is
regarded as culturable although only about 48 M ac is under cultivation. Of
the cultivated acreage, 36 M ac is sown and the balance is left fallow in any
year. About 6 M ac are double cropped.

1/ The kharif season lasts from mid-April to mid-October, the rabi season
from mid-October to mid-April.
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1.06 A 9 M ac area relies exclusively on rainfall for cultivation, of
which the most productive part is located in northern Punjab and North West
Frontier Province (NWFP) where the mean annual rainfall is in the range of 20
to 40 inches. Flood plain areas and torrent-watered areas total about 5 M
ac. Some 33 M ac is believed to be irrigated at least once during the year

either in the rabi or kharif. The culturable command area (CCA) of the canal
irrigation is reported to be 34.6 M ac although only 23-24 M ac of culturable
land is served with canal water. About 6 M ac is served exclusively by
tubewells, while other water sources supply 3 M to 4 M ac.

1.07 The soil quality of much of the irrigated land in Pakistan is high,
78% of the 36 M ac included under the Indus irrigation system is classed as
very good or good under the Pakistan system of classification. However, lack
of drainage has affected some land and salinity and severely salinized areas
are now variously estimated between 19% and 27% of the CCA.

1.08 Water: The mean annual rainfall ranges from less than 2 inches in
Western Baluchistan to more than 60 inches in localized parts of the Kashmir
mountains. About 95% of the country has a mean annual rainfall of less than
24 inches and some 60% has less than 10 inches. An extensive area of the
central Indus plain receives on average less than 6 inches. The inter-annual
variation in rainfall is high. The eastern part has a monsoon climate
although frontal storms do occur during the winter months. The seasonal
distribution of rainfall is less pronounced in the western Himalayan zone.

1.09 All the major rivers converge onto the Indus plain to form part of
the Indus drainage system. Most of the rivers of Baluchistan which drain
into the Arabian Sea are ephemoral and typified by flash floods. The mean
annual inflow to the Indus River system is about 150 M acre feet (MAF). The
flow regime of the river system has been modified by regulation structures
for storage and diversion. During the past decade, diversions for irrigation
have averaged 97 MAF. The total recharge in usable groundwater areas is
estimated to be about 29 MAF of which 80% occurs in Punjab, 5% in NWFP and
15% in Sind and Baluchistan.

1.10 By far the most important groundwater resource is contained by the
alluvial deposits of the Indus plain. The main sources of recharge are
infiltration of rainfall, deep percolation from the canal irrigation system
and influent seepage from rivers. The quality of the groundwater varies
laterally and vertically within the system, with 61% of the 41 M ac gross
command area (GCA) in the canal irrigation system 1/ underlain by usable
groundwater (in the upper part of the aquifer system) while the balance is
designated as saline water zone.

1/ The greater part of the groundwater resource is in the GCA of this
irrigation system
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Table 1.1: Usable and Saline Groundwater

Province Total GCA Usable Water Zone Saline Water Zone
…____________--------…M Acres----------------------

Punjab 24.3 20.2 (83%) 4.1 (17%)
NVFP 1.0 1.0 (100%) 0 (0%)
Sind and Baluchistan 15.4 3.7 (24%) 11.7 (76%)

Totals 40.7 24.9 (61%) 15.8 (39%)
Source: WAPDA

1.11 Large scale groundwater development has taken place in the past 20
years with the major contribution by the private sector. In Punjab for
instance, wells supply 46% of the 62 MAF total water now available at the
farm gate and 86% of that water is pumped from private wells. The Kashmir
ranges offer very limited potential for groundwater development by wells,
though there are numerous springs, many of which are used for irrigation.
The Himalayan zones of Baluchistan and NWFP include broad valleys often
floored with alluvium including gravel beds, which form excellent aquifers,
though the recharge may be limited. The coastal zones of Baluchistan and
Sind offer little groundwater potential due to limited recharge and poor
groundwater quality.

C. Farm Size and Land Tenure

1.12 The Land Reform Act of 1972 limited the holdings of irrigated land
to 150 ac and this was further reduced to 100 ac in 1977. The 1972 Act
included also a change in tenancy regulations to improve the security of
tenure. The impact of this legislation, if any, on farm size structure
should be reflected in the results of the 1980 census which are not yet
published. The census carried out in 1972 showed that the majority (68%) of
the 3.76 M farms in the country were less than 12.5 ac, but they covered only
30% of the total farmland, 21% of farms in the 12.5 to 25 ac size occupied
27% of the total farmland, and the 11% of farms over 25 ac accounted for the
remaining 43% area (Annex 7, Table 1). Among the 3.76 M farms in 1972, 42%
were owner-operated, 34% were tenant operated, and 24% were mixed owner and
tenant operated. Sind had the greatest proportion of tenant operated farms,
(63%) which account for 51% of the farm area in the Province (Annex 7, Table
1).

D. Agricultural Production

1.13 Crop Production and Yields. Wheat, rice, cotton and sugarcane are
the major crops grown in Pakistan (Annex 7, Table 2). Wheat grows in the
rabi season in both irrigated and barani areas. Rice and cotton are grown in
the kharif season. Sugarcane is mainly planted or ratooned in the spring and
harvested 10 to 12 months later. About 75% of the wheat and sugarcane
production, 60% of cotton and 50% rice come from Punjab. In 1981/82, wheat
yields rose by 3.4% (roughly in line with the 3.5% increase achieved between
1976/77 and 1981/82) while rice and cotton yields rose by 1.5% and 2.8%,

respectively (compared to 0.9% and 8.7% respectively in the five previous
years). The increase in sugarcane production, the result of highly favorable
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domestic procurement prices, was achieved almost entirely by acreage expan-
sion.

1.14 The crop yield levels in Pakistan are poor. Based on the 1977 Lead-
ing Farmer Survey for the Revised Action Program (RAP),1/ it is estimated
that crop yields for wheat of 1.38, rice 1.50, cotton 0.28, and sugarcane
28.0 ton/ac should be obtainable through improved delivery of irrigation
water, water management, extension services, seeds, fertilizers, and pes-
ticides. In most cases, crop yields are not affected exclusively by any one
factor, but rather by a combination of these factors. Actual yields in
1981/82 were 0.69, 0.68, 0.14 and 16.0 ton/ac respectively for these crops.

1.15 Cropping Intensities. Cropping intensity and cropping pattern vary
with climate, soils and particularly the availability of water. According to
RAP, the highest annual average cropping intensity in the irrigated areas is
141% in the NWFP's mixed cropping zone. The lowest is in the Sind rice-wheat
zone at 65%, reflecting the soil salinity and flooding constraints common in
that region. The average annual cropping intensity in the Indus Plain as a
whole is about 100%. If water supplies could be increased from groundwater
resources to supplement surface water, intensity could be further raised to
more than 150%.

1.16 Livestock. This subsector in Pakistan comprises production under
semi-nomadic conditions in the north and west, mainly of sheep, goats and
camels, as well as sedentary production on mixed farms in the agricultural
areas. In these areas both buffalos and cattle are kept, the buffalos nor-
mally as milk animals, and the cattle for breeding draft oxen. The poultry
industry has both modern style battery or deep litter units using exotic
hybrid breeding stock and also traditional free range birds in the villages.
Estimates of the main elements of livestock population are in Annex 7, Table
2. Livestock production increased at a lower rate than demand. Prices for
most meat and milk products have increased in real terms since imports of
livestock products are minor. Over the past six years, livestock value added
is estimated to have grown at 3.6% p.a. overall, with the poultry sub-sector
having the greatest growth, and milk and beef the least.

E. Agricultural Inputs and Services

1.17 Fertilizers. Currently, fertilizer distribution is handled by both
the public and private sectors. Between 1976 and 1979, fertilizer use grew
at about 20% annually and reached 1,044,000 tons nutrients in 1979/80.
Although usage was depressed immediately following the sharp price increase
in February 1980, demand has since recovered and usage in both 1980/81 and
1981/82 was 1,080,000 tons nutrients. Under the Fertilizer Import Credit
(1068-PAK), GOP has agreed to: (a) increase domestic production of
nitrogenous and phosphorous fertilizers to 1,050,000 and 178,000 tons
nutrients respectively by 1983/84, which would meet about 75% of the domestic
requirement; (b) improve the efficiency of the distribution system;

1/ Prepared by the Perspective Planning Division of the Water and Power
Development Authority (WAPDA), financed by UNDP with World Bank as the
executing agency.
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(c) strengthen the role of the private sector in both production and dis-
tribution; and (d) phase out all fertilizer subsidies by 1985/86.

1.18 Seeds. At present less than 10% of the wheat, rice and cotton seed
demand is met with certified seeds. The IDA assisted Seed Project (620-PAK)
was launched in 1976 to help improve this situation, but progress has been
slow. The first of the four large seed processing plants under that project
will commence operations in 1982/83, the second in 1983/84 and the remaining
two in 1984/85. The combined annual processing capacity of these plants will
be 76,000 tons of cereal seed and 36,000 tons of cotton seed.

1.19 Plant Protection. In February 1980, the responsibility for
pesticides distribution was transferred from the Extension Service to the
private sector, and the government subsidy on pesticides in Punjab and Sind
was abolished. Withdrawal of subsidy had an initial depressing effect on
pesticide usage but this later recovered. Withdrawal of this subsidy in
Baluchistan and NWFP is to be completed by 1983/84.

1.20 Extension Services. Each Province has an agricultural extension
system, although their operation to date has not been very effective. In
addition, the linkage with research is weak. To improve the effectiveness
of current extension programs, IDA is now financing two projects to introduce
the Training and Visit (T&V) System in specific districts of Punjab (813-PAK)
and in Sind (922-PAK), but initially their effect on improving the extension
service performance has been small. In recent months the Punjab project has
begun to operate very effectively, but in Sind the project continues to
stagnate because of an adverse interaction between landlords, tenants and
extension workers.

1.21 Farm Power. In 1965 the main source of farm power was animals,
numbering some 10 M compared to 10,000 tractors operating in the country.
However, in the late 1960s and early 1970s, agriculture in Pakistan
experienced a rapid change influenced by the increased availability of
irrigation water, fertilizer, and high yielding varieties of wheat and rice.
Consequently, the demand for farm power rose. The initial farm mechanization
policy was formulated by the GOP's Farm Mechanization Committee in 1968 and
1970. At that time the total available farm power in the country was about
0.1 hp/ac of cultivated land compared to 0.2 hp/ac requirements indicated by
FAO. The Committee proposed that this power gap should best be filled by
expanding tractor imports, such that by 1985 the total of tractors operating
in the country would exceed 122,000 and the available farm power would be
increased to 0.167 hp/ac. Today, supported by a census in 1980, it is
estimated that there are about 140,000 tractors in Pakistan, operating on
about one third of the 48 M ac cultivated. Over 80% of these are con-
centrated in the Punjab where tractorization contributed to achieve rela-
tively high cropping intensities. It is estimated that about 60% of tractor
hours is spent on land preparation, 20% on threshing and 20% on transport and
other work. The practice of farmers hiring out their tractors to other

farmers (generally smallholders who cannot own) is predominant. It is usual
for a tractor to be used for only a small proportion of its time working on
its owner's farm.

1.22 The benefits of tractorization include expansion of the cultivated
area by reclaiming cultivable wasteland; increased cropping intensity;
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improved timeliness of operations and an increase in the proportion of cash
and food crops in relation to animal fodder crops. The negative social
impact attributed to tractors is the reduced labor requirement which could
manifest itself in displacement of tenants and permanent labor or in reduc-
tion of seasonal and family labor. A 1971 study,l/ had shown that of the
increase in farm area which occurred following tractorization, 22% could be
directly attributed to the use of tractors. Such increase has greater
applicability to relatively larger farms. With smaller farms, the proportion
of culturable wasteland is not high, and the increase in cultivated area
attributable to mechanization therefore would be less significant.
Similarly, a number of studies have shown that tractorization helps to
increase cropping intensity although average increases for all farms have
been modest. A more recent study 2/ however, concluded from the analysis of
88 farms which had acquired tractors between 1973 and 1978 in the Faisalabad
district (Punjab) that while tractorization increased cropping intensity on
farms of all sizes by only 4%, on farms of less than 25 ac, such as are
covered by this project, a 36% average cropping intensity increase was
recorded. As cropping intensity increases, timeliness of operation becomes
more important. A common complaint among farmers is that they suffer from a
power shortage during the critical peak periods between crops, resulting in a
low proportion of the crop being planted at the optimum time, with consequent
yield depression. It is widely accepted that following tractorization the
number of draft animals is about halved, although in the analysis of trac-
torization effects, the reduction in draft animals is often wrongly limited
to the tractor farm itself. In the Pakistan environment, where the average
farm size is only about 13 ac and an active tractor hiring market exists,
this effect on farms that hire in tractors from outside is believed to be
equally important. This would lead to a direct reduction in the area
required to be kept under fodder. For each oxen replaced, about one acre of
fodder area would be freed and thus available for other cash or food crops.
The issue of tenant displacement caused by tractorization is still not clear.
The Donaldson report concluded that each tractor introduced between 1966 and
1970 displaced four tenants. The later Lockwood report however concluded
from a survey of 49 farms where tractors were purchased between 1973 and 1978
that tenant displacement was only 0.9 per tractor purchased.

1.23 Historically, in Pakistan and in other countries yield increases from
tractorization have often not materialized. This situation so far is thought
to have resulted from lack of regional adaptive research on tillage practices
and, in Pakistan, the almost universal use of secondary tillage implements
for primary cultivation. Work on the choice of appropriate tillage practices
commenced under ADBP IV (957-PAK), and is being continued. The problem of
implement choice and tillage practices would be addressed also at a series of
field days organized by ADBP and tractor manufacturers.

1/ A study by McInerney and Donaldson, published as World Bank Staff Paper
No. 210 in 1975 showed that the 22% farm area increase which follows
tractorization is attributable to a reduction in culturable wasteland.

2/ Brian Lockwood - Mechanization in Pakistan: Policy and Practice (1981)



-7-

1.24 Tractor importation remains almost wholly-controlled by GOP on the
basis of annual foreign exchange allocations, and only certain makes and
models are imported. There are currently five licensed foreign manufac-
turers, of whom the following three are assembling completely knocked down
(ckd) units with some local content: Massey-Ferguson (MF), Fiat and IMT.
The remaining two, Ford and Belarus, are expected to follow suit shortly
under negotiated "deletion" programs. To encourage local assembly a 10% duty
is levied on tractors imported in completely built-up (cbu) condition. The
only other tax is a 5% surcharge on all imports. MF and Fiat share nearly
80% of the current 25,000 unit market. With the help of Government interven-
tion and support a relatively efficient tractor assembly and manufacturing
industry has developed in the country. For many years the importation of
tractors was restricted to essentially two hp categories, medium (about 40
hp) and high (about 60 hp). This encouraged significant local content and,
in world terms, low retail prices. Recently the Government sanctioned an
increase in production capacity to 40,000 units, and it is now certain that
additional production capacity will be sanctioned for compact tractors in the
20 hp to 30 hp range.

1.25 The manufacture of implements is relatively well developed and
distributed throughout the country, and all major implements discussed in
this report are of local manufacture. Almost every town has manufacturing
facilities for the simpler implements, and in the larger towns and better
workshops high carbon steel components such as cultivator points and plough
shares are incorporated. Tractor repairs take place in the workshops of the
distributors and in small private workshops but it appears that the expansion
of these facilities is not as fast as that of tractors and farm machinery.

1.26 Agro-Industries. Pakistan has adequate but largely outmoded
foodgrain processing capacity and is in the process of increasing grain
storage capacity. The processing capacity of the dairy industry is under-
developed and inefficient. Plans to invest in modern Ultra High Temperature
(UHT) dairy plants are presently being implemented. The expansion of
Agro-Industries is being financed by the Industrial Development Bank (IDBP),
the Pakistan Industrial Credit and Investment Corporation (PICIC), the
National Development Finance Corporation (NDFC) and Bankers Equity Ltd.
(BEL). More recently also the Agricultural Development Bank of Pakistan
(ADBP) has entered into that field. ADBP is refinanced by a US$50 M loan
from the Asian Development Bank (ADB).

II. AGRICULTURAL CREDIT AND AGRICULTURAL CREDIT INSTITUTIONS

A. Credit Sources and Policy

Background

2.01 Institutional credit for agriculture dates back to the period prior
to Pakistan's independence in 1947 but the credit system at that time was
geared mainly to satisfy the needs of the large farmers. The smaller
farmers, particularly because of their poor creditworthiness, had to rely

mostly on non-institutional credit sources, among them money lenders who even
now are assumed to retain a hold on a substantial, though unspecified, share
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of rural credit. Today the delivery system for rural credit to farmers
consists of three main outlets, the Agricultural Development Bank of Pakistan
(ADBP) with a share of 31% in total agricultural lending in FY82, 1/ the
commercial banks (CB) with 48% and the cooperative system with 21%. Credit
available to the agricultural sector has grown from Rs 1,868 M in FY78 to
Rs 5,102 M in FY82, an average growth rate of 29%.

State Bank of Pakistan (SBP)

2.02 The banking system is controlled by SBP which, in addition to its
functions as the country's central bank, acts as banker to the Government.
SBP holds GOP's share in ADBP's equity and sets the lending targets for the
agricultural sector through its Agricultural Credit Department (ACD) which
coordinates all institutional agricultural credit operations. ACD is headed
by a director who is also a member of ADBP's Board. The National Credit
Consultative Council (NCCC) sets agricultural credit targets for Pakistan's
Five-Year Plans which are reviewed annually by ACD and broken down into
sub-targets for ADBP, CB and cooperative banks. Since 1973 ACD also deter-
mines targets for CB lending to farmers with 25 ac or less. These targets
are increased annually, monitored by ACD and subject to penalty if not
reached. ACD is also charged with the inspection of ADBP and the Federal
Cooperative Bank (FBC). In recent years ADBP and FBC have been heavily
dependent on SBP funds for financing their ambitious expansion programs,
while CB did not have to resort to SBP funds because they had better access
to urban and rural savings.

The Cooperative System

2.03 The Federal Bank for Cooperatives (FBC) was established in
October 1976 to coordinate and finance the activities of the four Provincial
Cooperative Banks (PCB) which in turn provided finance to their constituent
cooperatives. Lending through the cooperative system, mainly for seasonal
inputs, grew from Rs 138 M in FY78 to Rs 1,101 M in FY82, an average annual
growth of 68%. The cooperative credit system with only a 7% share in total
agricultural credit was relatively insignificant in FY78 but has now grown to
21% and is expected to continue growing during the Sixth Five-Year Plan
period. In FY80, under GOP's Islamization policies, the cooperatives started
making interest free loans for seasonal inputs to farmers holding 12.5 ac or
less. These input loans are subject to a ceiling of Rs 6,000 per year. SBP
compensates PCB for the interest foregone. Such compensation amounted to
Rs 9.6 M in FY80 and Rs 21 M in FY81 on loans of about Rs 74 M and Rs 162 M
respectively made in the two years, 2.5% and 4.0% respectively of total
agricultural lending in the country. Interest rates to farmers with more
than 12.5 ac holdings are 13% for seasonal inputs and 13.5% for development
loans. Cooperative societies pay 11% to PCB and PCB pay 8% to FCB which in
turn pays 7% to SBP. Of the total credit allocation to the cooperative
system 10% is reserved for medium- and long-term development lending. The
main difficulty seems to be the low recovery rate, estimated to be about 45%,
a result of lacking financial discipline.

1/ The financial year for GOP and the banking sector starts on July 1 and
ends on June 30. This is identical to the official crop year.
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Commercial Banks

2.04 The CB 1/ which operate through a network of more than 7,000 branches
were nationalized in 1972 and since then have become increasingly important
in the agricultural sector. In large part this has been a consequence of GOP

setting mandatory targets for CB lending to agriculture. Total agricultural
lending of CB grew from Rs 1,291 M in FY78 to Rs 2,436 M in FY82 with an
average growth of 17%, considerably lower than the 38% of ADBP and 68% of
FCB. Historically the bulk of CB lending has been for short-term seasonal
inputs. For these the CB charge interest at 13% to farmers owning more than
12.5 ac. CB also participate in the interest free seasonal loan scheme for
subsistence farmers.2/ If loans to subsistence farmers exceed Rs 6,000 p.a.
interest is 12% with a 1% rebate if repayment is made within two months of
the due date. SBP's payment in lieu of interest to CB for FY80 amounted to
Rs 1.7 M and for FY81 it was Rs 3.2 M, corresponding to loans of Rs 13 M and
Rs 25 M respectively made in the two years. CB are also allowed to make
development loans up to 10% of their total agricultural lending target as 11%
interest. GOP provides an incentive to CB by guaranteeing 50% of their
agricultural loans. CB have access to SBP funds at 10% interest. However,
this facility is seldom used because CB have substantial resources from
savings mobilization. Also CB have problems with recoveries because their
staff are not adequately trained for agricultural lending activities.

Loans for Agricultural Investment

2.05 The main institutional source for development credit is ADBP, supple-
mented by the limited involvement by FCB and CB. ADBP, which is wholly
Government-owned, was set up in 1961 under the Agricultural Development Bank
Ordinance No. IV to cater to the development credit demand of the rural
community. ADBP's lending grew from Rs 169 M in FY73 to Rs 430 in FY78 and
to Rs 1,558 M in FY82, representing an average growth rate of 21% between
FY73 and FY78 and 38% between FY78 and FY82. In terms of its share in total

agricultural lending, ADBP had a peak in FY73 with 55% and a low in FY79 with
19% which then gradually increased to 31% in FY82. It is expected that the

relative importance of ADBP will grow further during the implementation of
the Sixth Five-Year Plan which projects growth rates of 44% for FY84, 38% for
FY85, 33% for both FY86 and FY87 and 25% for FY88. ADBP has made progress in
improving its current due collection but is still deficient in collection of
overdues (paras 2.26-2.27).

2.06 There are several constraints which limit the effectiveness of the
agricultural credit delivery system in the country and its role in increasing
agricultural production. The more important of these constraints are the
inability to reach the many small farmers and poor loan recovery. The credit
delivery system is not adequately geared to serve the small farmers - those
holding 25 ac or less who account for about 79% of all farmers. ADBP makes

1/ The five CB involved in agricultural credit are Allied; Habib; Muslim
Commercial; National; and United.

2/ Under GOP's Islamization policies.
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great efforts, but in FY82 only Rs 866 M or 56% of its total lending went to
41,100 farmers with 25 ac or less.

2.07 Although the total volume of agricultural credit grew from Rs 307 14
in FY73 to Rs 4,774 in FY82, it still represents only 5.6% of the value of
agricultural production (Rs 21,907 M in FY73 and Rs 85,056 14 in FY82). Main
obstacles to small farmer lending are the security-oriented lending proce-
dures and the recovery problems. Difficulties with recovery result from a
lack of commitment to financial discipline among the rural population and
Provincial Governments represented by the respective Revenue Boards which
oversee the government collection efforts.

B. The Agricultural Development Bank of Pakistan

Principles of Operation, Organization and Personnel

2.08 ADBP is administered by a 12 member Board (Annex 3, Appendix 1). Its
Chairman appointed by GOP is the Chief Executive. Since October 1978, a
professional banker serves as the ADBP's chairman, a position which tradi-
tionally had been held by a civil servant. ADBP's financial position was
poor in the mid seventies but has greatly improved since with improved port-
folio quality, rapid expansion and dedicated staff. After its formation in
1961, ADBP increased its annual lending activities only gradually at an
average annual rate of 16% from Rs 169 14 in FY73 to Rs 417 M in FY79. Its
main lending operations were medium-term (1.5 to 5 years) and long-term (more
than 5 years) loans to finance agricultural investments. Lending activities
were based on branch banking as opposed to village banking. Village banking
which is gradually being introduced under ADBF's supervised credit scheme
(para 2.11) accounted in FY82 for 46% of ADBP's lending and permitted it to
sustain the impressive growth rates achieved in the last three years (71% in
FY80, 50% in FY81 and 46% in FY82) that were supported by approximately equal
growth rates in short-, medium- and long-term business.

2.09 ADBP has continually made changes in its organizational set-up to
cope with the rapid business expansion in the recent years. The latest
organizational structure adopted in November 1982 with the modification
agreed during appraisal, is in Annex 3, Appendix 2 and Chart No. 24757.
ADBP conducts its operations through a network of 24 regional offices and 166
branches. While the regional managers are responsible for overall supervi-
sion and control, the branches are the key operational units. Branch
managers have a wide variety of functions including the sanctioning of loans
up to specified limits and are directly responsible to the regional managers.

2.10 In September 1982 the total staff strength was 3,724 with 1,011 staff
in the head office, 294 in regional offices and 2,419 in branches. In recent
years ADBP management has been successful in reducing the ratio of support
staff to operational staff resulting in increased staff productivity. Of the
1,566 officials, 532 had high school certificates (10 year education) and
diplomas (12 year education), 728 held bachelor degrees and 306 had higher
degrees. While this situation in general appears satisfactory, and staff
with BSC and MSC degrees in agriculture are readily available for recruit-
ment, there is a shortage of personnel with degrees in Business Administra-
tion, Management Accounting, Banking and related aspects. ADBP staff
remuneration is fairly comparable with that paid by CB. A long overdue
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revision of government pay scales which would also affect ADBP and CB pay
scales is expected shortly.

2.11 Supervised Credit. In FY75 ADBP started a supervised credit program
which is now known as the Mobile Credit Officer (MCO) scheme. The MCO
operate from branch offices and cover about 25 villages each. Initially the
MCO scheme was conceived as a pilot project. It expanded rapidly in FY80
under a new management and covered 14,000 villages with 562 MCO in November
1982 (Annex 3, Table 3). It is planned that by F85 the scheme should cover
35,000 out of 45,000 villages in the country which would require a total of
1,400 MCO. This planned extension is considered adequate. The system is
based on the recognition of the fact that small farmers cannot be success-
fully shifted from subsistence into the market economy unless modern banking
is brought to their door step. The objective of the MCO scheme is therefore
to help overcome the psychological barriers of small farmers and landless
tenants to borrowing from banks and to help them in the preparation of
applications for short-, medium- and long-term loans, arranging for

securities within the passbook system (para 2.18) and in all related
administrative steps. The MCO scheme has been extremely successful in
achieving these objectives in a short period.

2.12 ADBP's Monitoring and Evaluation Unit (M&E Unit) carried out a survey
of MCO profiles with respect to education, age groups, their activities in
dealing with farmers, the distribution of loans channelled through the MCO
scheme by purpose and lastly their performance indices. The report has
brought out some interesting conclusions, among them the following:

(a) MCO with training in agriculture and coming from rural areas
are better suited than others to work with farmers;

(b) the allocation of 25 villages per MCO appears to be too high;

(c) the focus on small farmer lending should be maintained;

(d) it is important to support diversification of lending -- for
investments in non-tractor items; and

(e) MCO should contact defaulters more frequently.

2.13 The MCO scheme has functioned impressively. In FY80 8.3% of all loan
disbursements were channelled through the MCO system. This figure increased
to 26.4% in FY81 and to 46.3% in FY82. Equally impressive were recovery
data. Recovery rates of loans due for recovery by MCO were 88%, 90% and 88%
in FY80, FY81 and FY82 respectively. This had a very beneficial effect on
the overall recovery position of current dues which improved from 63% in FY80
to 68.5% in FY81 and 79% in FY82.

2.14 A question that is unanswered thus far refers to the cost of the MCO
system. ADBP management estimated in 1981 that the cost would be between 1%
and 2.5% of the loan portfolio generated and administered by the MCO and
would therefore be minimal compared to the advantages of the system.
Estimates made during appraisal in three regional offices picked at random

on the cost effectiveness of 11% of all MCO indicated a cost of 0.9% of the
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portfolio generated by them. It will be possible to refine these estimates
when actual figures are compiled by ADBP as being planned now.

2.15 The main constraint in the implementation of the MCO scheme is the
lack of adequate training of staff involved. Although most of the MCO
personnel undergo a training course lasting from two to four weeks in one of

the two ADBP training colleges the course content clearly needs improvement.
It is mainly directed toward lending procedures, specifically security
oriented and does not focus sufficiently on the use of the loan to ensure
development and incremental production. After the investment has been made
it would be the main role of the MCO to assess whether the desired project
impact has been reached and to ascertain the reasons for deviations, if any,
from the expected pattern. ADBP intends to recruit some female MCO with
background in agriculture or sociology who would be better able to communi-
cate to ADBP's female clients.

2.16 Monitoring and Evaluation. ADBP has, in December 1981, set up a
Monitoring and Evaluation Unit (M&E Unit) in its Planning Division to provide
data on the costs, benefits, financial and economic viability and social
impact of the main investments it finances. The M&E Unit also carries out
baseline and periodical surveys, special studies on beneficiary identifica-
tion, MCO activities, farmer groups and institutional changes within ADBP.
The International Fund for Agricultural Development (IFAD) provided the
services of an M&E specialist in the orientation period of the new M&E Unit.
As its activities expand, the M&E Unit will require additional staff, espe-
cially statisticians, agricultural economists, general economists, research
assistants, supervisors and interviewers. The number of interviewers could
be kept small if experienced MCO were to be seconded to the M&E Unit from the
regional offices as and when needed.

Lending Policies and Procedures

2.17 Appraisal, Approval and Securities. ADBP's lending is classified
into three time categories, short term loans, mostly for seasonal inputs, for
periods up to 18 months, medium-term development loans for periods up to 5
years and long-term development loans for periods exceeding 5 years. During
the implementation of ADBP IV project, ADBP reintroduced the practice of full
appraisal for all its lending activities. The appraising ADBP officer,
usually a MCO, together with the loan applicant works out details of a
proforma containing the applicant's assets and liabilities, current cropping
pattern adopted, investment needs, and the incremental return expected from
the investment in terms of production and income. The officer also specifies
details of security required. This very elaborate process is mainly security
oriented. The projections for incremental yield and production in the
proforma are usually prepared in a cursory and routine manner, often using
unrealistic assumptions. The appraisers in many cases do not have the neces-
sary experience or training to undertake a more meaningful analysis, and
regional data that would simplify and accelerate the assessment and be useful
in making a more realistic and dependable assessment of the expected develop-
ment are usually not available. As a result, the farmer's cashflow statement
is prepared mainly to comply with a formality. This focus must be reversed.

2.18 Securities. In FY82 about 85% of ADBP's lending in terms of volume
was secured at least partly by land mortgage, about 13% by crop liens and



-13-

only 2% by personal sureties. Of the 85% covered by land mortgage 74%
involved the "passbook system" described in detail in the Bank's report No.
2742-PAK of August 6, 1979 (ADBP IV). 1/ Under ADBP IV it was intended to
replace the policy of requiring first mortgage on land as security for ADBP
loans, by accepting discretionary first mortgages on land, chattel mortgages,
guarantees, liens on equipment purchased with loans, and other acceptable
securities. The principle of insisting on land mortgage for all medium and
long-term loans exceeding Rs 5,000 has, however, never been given up.
Instead a blend of land mortgage and lien has been introduced. For tractors
a minimum of 50% of the loan amount must be covered by land mortgage, the
balance may be covered by a lien on the tractor. An additional difficulty in
obtaining the necessary land mortgage resulted from the fact that the value
of the "Produce Index Unit" 2/ used to calculate the current value of land
for mortgage purposes in accordance with GOP's land classification system
remained unchanged at Rs 60 for years until December 1982 when it was brought

to Rs 100 per unit.

2.19 Because of its psychological impact the desire to retain at least
some element of land mortgage principle appears justified in all cases where
land for mortgaging purposes is readily available. On the other hand ADBP
has never taken court action to foreclose on a land mortgage. Thus from a
practical viewpoint the loan percentage to be covered by land mortgage could
be reduced further (para 5.06). The ceiling for surety loans has been raised
from Rs 5,000 to Rs 25,000 in December 1982 which is considered adequate to
make more livestock loans and increase the number of loans to the landless
(para 5.06).

Sources and Uses of Funds

2.20 Sources. ADBP's total resources have grown at an average rate of
16.4% p.a. over the last five years. As of June 1982 the total was
Rs 4,606 M (US$354.3 M) of which about 18% was short-term resources
(deposits, other liabilities and the part of long-term borrowing falling due
in FY83) and 82% long-term, consisting of capital, reserves and long-term
borrowings.

2.21 In FY82 ADBP's authorized capital was increased from Rs 400 M
(US$30.8 M) to Rs 800 M (US$61.5 M). The paid-up capital at the end of FY82
stood at Rs 420.4 M (US$32.3 M). SBP subscribes annually the additional
amount of capital necessary to maintain the debt equity ratio at 7:1. ADBP's
general reserves have grown at a faster rate than its capital and stood at
Rs 107 M (US$8.2 M) at the end of FY82. Total equity and reserves amounted
to Rs 527 M (US$40.5 M), an increase of 26% over FY81 and representing 11.5%
of total resources. Provident fund and other employees funds amounting to
Rs 242 M (US$18.6 M) account for an additional 5.2% of total resources.

1/ The passbook system permits the lending institution to assess an
applicant's land ownership and any mortgages on his land without checking
with the Land Revenue Office.

2/ The Produce Index Unit is used in connection with GOP's index of land
classification by district, soil quality, irrigation facilities, etc.
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General reserves are kept distinct from provisions for bad debts which, in
accordance with SPB regulations, are recorded in separate accounts but not
shown separately in balance sheets and income statements.

2.22 ADBP's borrowings at the end of FY82 amounted to Rs 3,696 M
(US$284.3) broken down as follows:

Table 2.1: Borrowings

% of Total
Rs M US$ M Resources

IDA Credits 355.2 27.3 7.7
IFAD Loans 185.7 14.3 4.1
ADB Loans 25.9 2.0 0.6
SIDA Loans 5.5 0.4 0.1
SBP Funds 3,123.5 240.3 67.8

Total 3,695.8 284.3 80.3

2.23 ADBP expects to draw the last Rs 40.3 M (US$3.1 M) from the ongoing
ADBP IV project as well as Rs 80 M (US$6.2 M) from the IFAD's co-financing
loan in FY83. During FY83, borrowings from SBP would amount to about
Rs 1,500 M (US$115.4 M). Details of long-term borrowings are in Annex 4,
Table 3.

2.24 Borrowings from SBP. ADBP has a standing agreement with SBP under
which it is allowed to borrow short-term funds at an interest rate of 4% p.a.
The relevant amounts are determined at the beginning of each financial year
in accordance with ADBP's annual lending plans approved by ACD and NCCC. At
the beginning of each financial year the short-term facilities used by ADBP
in the previous year are converted into medium and long-term borrowings with
the same interest rate and repayment periods similar to those extended to the
ultimate borrowers. ADBP has had no difficulties in availing itself of SBP
funds. It will have to count on these funds also in the future because of
its rapid expansion programs.

2.25 Resource Mobilization. ADBP's main attention has been focused on
expanding its lending activities at the expense of mobilizing savings and
other deposits from farmers. Thus deposits have grown slowly from Rs 106 M
(US$8.2 M) in FY79 to Rs 241.9 (US$18.6 M) in FY82, representing only 5.2% of
total resources. The CB system with over 7,000 branches is much better
geared to the collection of deposits. With sustained efforts ADBP too could
increase its deposits.

2.26 Recoveries. ADBP's continuance as a viable and effective banking
institution is dependent upon its ability to recover its loans. A first step
to improve the quality of its portfolio was made in 1979 when, at nego-
tiations of ADBP IV, an assurance was obtained that GOP would not request
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ADBP to make "emergency loans".1/ This policy assurance was strictly imple-
mented which, together with a much improved collection system introduced with
the MCO scheme (para 2.11), has had a very salutory effect on ADBP's recovery
rate for current dues 2/ that rose from 54% in FY79 to 79% in FY82. The same
assurance has therefore been obtained for this project.

2.27 Poor recoveries of overdues remained the weakness in ADBP's opera-
tions. At the time of ADBP IV appraisal the following steps were envisaged:
(i) transfer of overdues stemming from "emergency lending" to separate
accounts; writing them off after a reasonable period and having SBP credit
ADBP with a similar amount; (ii) examining all overdue loans on a branch by
branch basis; (iii) establishing a program to achieve recovery rates 3/ of
60% by July 1, 1980, 70% by July 1, 1981 and 85% by July 1, 1982; and
(iv) requiring ADBP's branches to reach the same recovery levels to qualify
for further lending. This program was only partially implemented: emergency
loans outstanding in FY79 were partly collected and partly credited to ADBP
by SBP; as of June 30, 1982, overdues amounted to Rs 860 M (US$66.1 M);
overdue amounts were analyzed, but ADBP's Board which has to take the deci-
sion on write-offs did not do so for fear that write-offs would have a
detrimental effect on financial discipline in general; although the program
to achieve the prescribed recovery rates was established and ADBP made spe-
cial efforts, the targets proved far too ambitious for ADBP to come anywhere
close to the indicated levels. Linking of branch lending activities to
recovery results was found counterproductive in most cases because in this
way good clients and potential clients of ADBP were equally penalized for the
behavior of the defaulters. Linking was therefore maintained only in very
specific cases. Recovery rates of overdues remained stagnant because no
serious action was taken in regard to rescheduling or write-off. The total
recovery rate improved only slowly from 38% in FY79 to 51% in FY82.

2.28 An agewise breakdown of overdues (Annex 4, Table 5) reveals that on
June 30, 1982 Rs 32 M (US$2.5 M) was overdue for more than 15 years, Rs 51 M
(US$3.9 M) for more than 10 years and Rs 258.6 M (US$19.9 M) for more than 5
years.4/ ADBP has again started an individual review of all overdue loan
accounts, now however, based on more precise data from computer printouts.
After completion of this review ADBP management plans to carry out the long
overdue action to "clean up" its accounts (para 2.27). Detailed figures on
loan recovery are in Annex 4, Table 4.

1/ Emergency loans were made in the past by ADBP on instruction by GOP in
the case of natural calamities.

2/ Ratio of principal and interest collected in a period to principal and
interest fallen due.

3/ Ratio of principal and interest collected to total demand, where demand
is the aggregate of overdue and amounts falling due during a period.

4/ These figures are the result of the first computer run and have yet to be
reconciled with the total overdue of Rs 860 (US$66.2) shown in ADBP's
accounts (Annex 4, Table 4).
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2.29 Uses of Funds. From FY79 to FY82, ADBP expanded its lending
activities from Rs 416.9 M (US$32.1 M) to Rs 1,558 M (US$119.8 M) at an
average growth rate of 55.2%. This growth was financed through a rapid
expansion of long-term borrowings that grew in the same period from
Rs 1,979 M (US$1,522 M) to Rs 3,123 M (US$240.2) at an average rate of 16.4%.
ADBP's lending is projected to grow in the Sixth Five-Year Plan period from
Rs 3,250 M in FY84 to Rs 10,000 M in FY88.

2.30 Although the growth rates are gradually decreasing, ADBP will be
confronted with resource problems because of the large amounts of lending
involved that can only be met by increased borrowing from SBP, but must be
kept within the general credit allocation limits set by GOP, in consultation
with the IMF. Problems with credit allocations for agriculture are not
expected. However, GOP would have to borrow from international institutions
more than before to cover the foreign exchange gap for the import of agricul-
tural machinery and equipment to be financed by ADBP.

Interest Rates

2.31 ADBP charges 11% interest on medium and long-term development loans
to individual farmers and corporate institutions. In case of default penal
interest of 3% p.a. is added. An evaluation fee of 0.5% for some types of
lending is also needed. Short-term loans are made at 11% to individual
farmers but at 12% to institutions. As will be seen from Table 2.2, ADBP's
interest rate has been positive in real terms since FY82 and is expected to
remain positive during implementation of this project. Rates for term
deposits vary depending on the period of notice, from 5.5% for 'special
notice accounts' withdrawable at notice of 7-29 days to 12.75% for term
deposits of five years or more. The following table is a comparison between
the interest rates charged by ADBP and the inflation rate based on the
wholesale price index.

Table 2.2: ADBP Lending Rates and Inflation

FY70 FY80 FY81 FY82 FY83 FY84 FY85

Inflation Based on Wholesale
Price Index 6.7% 9.3% 13.3% 9.7% 8% 7.8% /a 7% /a

ADBP Lending Rate 8% 11% 11% 11% 11% 11% 11%

/a Projections from: Pakistan, Economic Developments and Prospects, Report
No. 4215-PAK, February 11, 1983.

2.32 The interest rate structure is prescribed by SBP and reflects GOP's
development priorities. Investment credit is available at 11% p.a. for all
sectors of the economy. Short-term credit at 11% is available to farmers
only from ADBP, whereas the short-term rate for farmers borrowing from CB
and FCB and for other sectors is 12% to 14% (paras 2.03-2.04). Currently
the banking sector is in a transitional phase, moving from the traditional
banking system to a partial introduction of banking under Islamic principles.
CB have introduced 'profit and loss sharing' accounts and Government savings
schemes which appear to work quite well. ADBP has so far not taken any steps
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to participate in this scheme. ADBP has not accepted the principle of inter-
est free banking for small farmers as adopted by CB and cooperative banks
(paras 2.03-2.04). In response to GOP's general directive to follow the
Islamic principles, ADBP has informed the Ministry of Finance that the intro-

duction of profit and loss sharing basis in institutional lending would not
be feasible in the agricultural sector because (i) farmers, and specifically
small farmers, do not keep profit and loss accounts, (ii) the introduction of
such profit and loss accounts would be impractical and would, if insisted
upon, favor the larger farmers. GOP has until now been pragmatic and
cautious in introducing the new banking concepts and has excluded banking
operations involving foreign financing.

Financial Position and Structure

2.33 Profitability. ADBP's profitability has greatly improved in the last
three years (Annex 4, Table 1). The increased profits result mainly from
lower cost of borrowing which has dropped from 8% to 4% and average interest
rate approaching the current lending rate of 11% p.a. which increased inter-
est income dramatically. Calculations by ADBP show that there would have been
losses in all years since FY79 had the cost of borrowing remained at 8%.
Projections through FY87 also show that modest profits can only be maintained
if the borrowing cost remains at 4%.

2.34 Table 2.3 below indicates that average cost of resources has come
down from 6.1% in FY80 to 4.7% in FY83 due to the availability of funds at 4%
p.a. since FY79; administrative expense has grown at a very slow rate, an
indication of improved staff efficiency; and profits have had the steepest
growth rates.

Table 2.3: Income, Cost and Profit Ratios

FY80 FY81 FY82

Average Total Resources Rs M 2,726.2 3,245.4 4,082.0

Gross Income as % of Average Total Resources 10.8 11.0 10,5
Provisions (%) 1.4 2.0 1.5
Net Income (%) 9.4 9.0 9.0
Cost of Resources (%) 6.1 5.3 4.7
Administrative Expense (%) 2.9 3.0 3.1

Net Profit (%) 0.4 0.7 1.3

2.35 Bad Debts Provisions have been built up in the last five years to an

acceptable level from Rs 198 M (US$15.2) in FY78 to Rs 419 M (US$32.2 M) in
FY82.



-18-

Accounts and Audit

2.36 Accounting and auditing arrangements are adequate to meet Bank/IDA
requirements. In 1979, ADBP started computerization (with an IBM 4331
system) of the loan accounts in Punjab from where traditionally two-thirds
of ADBP's business originate. The accounts of the other Provinces were
computerized in 1982. The system which has a current capacity of 1,140
megabytes will be expanded to 3,000 megabytes and is expected to be fully
functional by June 30, 1983. Regional data on weekly and monthly business
transactions until mid 1982 were summarized manually in the regional offices
and transmitted to headquarters by courier. ADBP has now decided to install
mini-computers in 15 regional offices to feed regional data to the central
computer at Islamabad. An appropriate mini-computer (NCR I 9020/30) has been
selected and one unit each is being installed in Lahore, Islamabad and
Karachi. About ten more mini-computers would be purchased under the project.

2.37 External audits satisfactory to the Bank are undertaken jointly by
two independent auditing firms. 1/ Every annual audit covers the examination
of a third of ADBP's branches so that every branch is audited once in three
years. In the past the audit reports did not include a separate opinion on
the utilization of funds withdrawn from IDA/IFAD Credits, under "Statement of
Expenditure (SOE)" procedure. In November 1982, the auditors have been asked
to furnish separate opinion reports covering the period December 7, 1979 to
December 31, 1982. ADBP submitted the separate opinion for FY82 during
negotiations.

III. PERFORMANCE UNDER THE PREVIOUS AGRICULTURAL CREDIT PROJECTS

A. Previous Bank/IDA Assistance to ADBP

3.01 Between 1965 and 1983 IDA provided ADBP with US$107 M in four
credits. The first one (76-PAK) for US$27 M approved in June 1965 covered
the foreign exchange costs of tubewells (US$10 M) and farm machinery
(US$17 M). The second (117-PAK) signed in June 1968, in which IDA provided
US$10 M and the Swedish International Development Authority US$5 M, was a
short-term bridging operation to finance tubewells and other farm equipment.
The third credit (157-PAK) for US$30.0 M, made in 1969, helped to finance
about 8,000 farm tractors and 4,600 tubewells, spare parts and farm manage-
ment services. Slow disbursements against tubewells necessitated a number of
Credit closing date extensions.

3.02 Under these three Credits, ADBP was required to charge interest to
fully cover its cost, bad and doubtful debts and to build general reserves.
ADBP was to accomplish this by increasing its lending rate by one point to
8%, thereby obtaining a 4% interest spread between its lending and its
borrowing rates. This margin proved inadequate. Combined with a worsening
recovery problem this led to a progressive decline of ADBP's financial posi-
tion. A fourth credit project, originally scheduled for late 1973, was

1/ Hyder Bhimji & Co., Karachi, Amir Alam Khan & Co., Rawalpindi.
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therefore postponed till there was evidence of positive action to improve the
situation. IDA was also concerned that ADBP's involvement in tractor financ-
ing would result in labor displacement and land consolidation, and thus have
adverse effects on increasing the income of the rural poor.

B. Fourth Agricultural Development Bank Project (ADBP IV)

3.03 The ADBP IV project was thus not appraised until November 1978. IDA
had an intensive dialogue with GOP and ADBP to improve ADBP's financial
position and to deal effectively with the farm mechanization issue, and a
series of measures were adopted and implemented before ADBP IV project was
presented to the IDA Board. Several other measures were included as
covenants in the Development Credit and Project Agreements. During prepara-
tion it had been intended to include CB in the project. This idea was given
up because CB, as the cooperative system, are mainly focussed on short-term
lending.

3.04 Among the measures taken before presentation were: increasing GOP's
share in ADBP's equity, enabling it to improve the debt equity ratio to 7:1;
GOP waiving liabilities of ADBP incurred in East Pakistan 1/; GOP exempting
ADBP from payment of income tax; and GOP agreeing to a 7% interest spread for
ADBP.

3.05 The Credit for US$30 M, signed on December 7, 1979, was enhanced by a
joint IFAD financing of SDR 23.75 M. The project financed a three year time
slice of ADBP's lending program, largely for farm mechanization and minor
irrigation but also for land improvement, canal lining and livestock includ-
ing draft animals. The traditional focus on larger farmers was to be
gradually replaced by emphasis on farmers with 25 ac or less for whom 63% of
all ADBP development lending was earmarked. To facilitate such emphasis on
smaller farmers, security requirements for loans were to be modified to
include moveable as well as immoveable property. Towards the same goal,
appropriate farm technology including especially smaller tractors was to be
promoted. Farmers who could arrange sufficient contract farming were also to
be accepted as borrowers for farm machinery with appropriate assurances that
they would hire out these items even if their own cultivated area was smaller
than the optimum area serviceable by the proposed investment.

3.06 Emphasis on institution building was reflected in the gradual adop-
tion of full appraisal of on-farm loans including the assessment of the
financial, economic and social impact of loans and in a series of measures
adopted by ADBP to improve its financial and administrative efficiency.
Joint finance by IFAD covered all IDA financed items and included ADBP's
short term lending program; vehicles and equipment for ADBP; consultants'
services to improve ADBP's appraisal system; and upgrading of agricultural
engineering training institutes in Punjab and NWFP.

3.07 Implementation of ADBP IV. Though the Credit became effective in
June 1980, six months after signing, disbursements started only in the second

1/ Assets and liabilities from ADBP's activities in East Pakistan are now
shown in the balance sheet as off-setting amounts.
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quarter of FY81. Disbursements were slow in FY81 but gained momentum in FY82
with the rapid expansion of ADBP's lending program. The appraisal forecast
full disbursement by June 30, and closure by December 31, 1982. Disburse-
ments by December 31, 1982 were 88% from the IDA Credit and 87% from the IFAD
Loan. All IDA funds are now committed by ADBP and it is expected that the
full amount of the IDA Credit will be disbursed before the extended Closing
Date of June 30, 1983. Due to delays in implementing the agricultural
engineering training component the Closing Date for the IFAD Loan has been
extended to June 30, 1984.

3.08 A comparison of ADBP's actual loan disbursements until June 30, 1982,
by beneficiary holding size, with appraisal estimates (Annex 3, Table 1)
brings out the following features:

(a) ADBP's total lending activities expanded much faster than
projected at appraisal. Against a projected average of 17%,
actual growth rates were 50% in FY81, 46% in FY82 and 44%
(estimated) in FY83.

(b) ADBP's lending to farmers holding 25 ac or less exceeded the
target in absolute terms, though the percentage of total fell
short of the projection. For FY81 and FY82 a medium- and long-
term lending volume of Rs 905 M was projected, but actual was
Rs 1,101 M. However, the relative share of the small farm size
group within ADBP's lending was only 52% against 60% projected
for FY81 and 62% against 75% for FY82. The targeted increase
from 50% to 75% in three years proved to be unrealistic despite
ADBP's great efforts. A larger proportion could have been
achieved only by restricting lending to farmers holding more
than 25 ac. Such a step would have been counterproductive to GOP's
declared goal of increasing agricultural production. It is now
anticipated that the target of 75% share of lending to farmers
with 25 ac or less will be reached only in FY85.

(c) Tractor lending was projected to stabilize at 6,000 units annually
but grew to 8,661 in FY80, 10,111 in FY81 and 12,351 in FY82
(Annex 3, Table 2). However, an increasing number of tractor loans
were made to farmers with 25 ac or less. From project inception
to June 30, 1982, 54% of all tractors financed by ADBP went to
these small farmers. The FY82 figure was 60%. It is expected
that increased tractor lending to small farmers will continue,
and gain momentum by the expected availability of compact tractors
below 30 hp from 1983 onwards.

(d) One of the assurances under Credit 957-PAK was that ADBP, in
cooperation with provincial governments and appropriate agencies,
would promote the use of smaller tractors and other appropriate
equipment. Accordingly ADBP and the Agricultural Machinery
Department (AMD) of the National Agricultural Research Center
(NARC) tested tractors in the 20 hp to 30 hp range, and, after a
change in GOP's import policy for compact tractors late in 1982,
the first import license for 200 MF 25 hp tractors was issued to

the local distributor. Of the 200 MF tractors 165 had arrived in
Pakistan by March 1983 and were already sold in advance. Farmer
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demand for tractors of this type is extremely strong. GOP has
also decided to float an international tender for compact tractors,
but intended to make their assembly and gradual manufacture in
Pakistan a condition of participation. In 1982, GOP obtained a
US$10 M grant from the Japanese Government of which US$5 M will
possibly be used to import 1,300 compact tractors from Japan.

(e) Lending for private minor irrigation (PMI), mainly tubewells, but
also lift and flow pumps has been disappointing. While loans
amounting to Rs 68.5 M were projected for FY82 the actual amount
disbursed for PMI was only Rs 27.9 M. This poor performance has
been due to ineffective marketing of diesel engines imported by
ADBP and the increase in diesel cost in 1982 which has made it
more expensive to operate the engines promoted by ADBP than
electric-powered sets with subsidized electricity rates. ADBP's
lending for electric tubewells stagnated because costs for elec-
tricity connections were high and long delays were experienced
in making them.

(f) Lending targets for farm implements were also not met, Rs 78 M
actual against projections of Rs 156 M for FY82. The poor response
in this category is believed to have resulted from the lack of
firm recommendations on appropriate tillage practices in Pakistan.
Under the project,NARC was obliged to undertake farm mechanization
trials geared to testing various tillage practices using a range
of implements especially in regard to primary tillage. The mech-
anization trials only started in 1982 with the assistance of a
consultant financed in part by IFAD. So far experiments have
been limited to AMD research farm in Islamabad and carried out
for one summer crop and one winter crop season only. Under the
supervision of AMD personnel these trials will now be extended
to three other research stations, and most importantly to private
farms, with the involvement of CIMMYT. It will take considerable
time before firm conclusions could be reached on which to base
firm recommendations for cultivation practices to be used in
various areas and soil types. In the meanwhile, demand for
primary tillage implements and ADBP financing for these is
picking up.

(g) Lending targets for livestock and on-farm development were
exceeded because of ADBP-s efforts to diversify its lending. In
FY82, disbursements for livestock were Rs 63 M against Rs 27 M
projected, and lending for on-farm development which includes
land levelling, channel lining, draft animals, poultry and
other miscellaneous investment items was Rs 127 M against the
Rs 20 M projected.

3.09 In order to increase the development impact of ADBP's lending,
short-term loans were limited to 10% of total annual lending and, that too,
restricted to recipients of medium and long-term loans. The amounts
projected for short-term lending were Rs 60 M in FY80, Rs 77 M in FY81 and
Rs 90 M in FY82. It was soon recognized by ADBP, however, that the restric-
tions on seasonal lending were counterproductive. Under the MCO scheme it
was important to extend small seasonal loans to new clients of ADBP as a
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first operation before extending investment loans. With IDA concurrence the
ceiling for short-term lending was therefore increased to 20% of ADBP's total
lending, and the beneficiary restriction removed. In FY82 ADBP's short-term
loans amounted to Rs 264 M (Rs 90 M projected) of which Rs 78 M for 17,400
loans was for farmers with 12.5 ac or less, and Rs 55 M for 4,600 loans was
for farmers in the 12.5 ac to 25 ac range. Loans for agro-industrial pur-
poses which are not financed under the project were kept within the 10% limit
of total lending projected in FY80 and FY82, but were 14.6% of total lending
in FY81. These amounted to Rs 68 M, Rs 155 M and Rs 110 M in FY80, FY81 and
FY82 respectively.

3.10 Project Impact. Although the ADBP IV project is still under
implementation, project impact is already evident particularly in institution
building. Many objectives including reintroduction of full on-farm appraisal
of all development loans, have been achieved. The emphasis should now be to
further improve the quality of appraisal and to increase the volume of lend-
ing and the number of loans through the effective use of the MCO system
without compromising portfolio quality by making wrong investment decisions
based on superficial appraisal (para 2.17). The M&E Unit, established in
1981, has commenced work. The focus of the work is in analyzing the impact
of ADBP lending on small farmers. ADBP completed its reorganization started
in 1979 (Chart No. 24757).

3.11 ADBP has also improved its financial condition considerably. As a
result of GOP's decision to relend IDA and IFAD funds to ADBP at 4%, to make
additional SBP funds available at the same rate as and when needed, and to
exempt ADBP from the payment of income tax, ADBP was in a position to
build-up adequate bad debt provisions and increase its reserves (paras 2.21,
2.35). However, recoveries of overdues remain the weak aspect in ADBP's
performance, and ADBP could not achieve the targets set under ADBP IV (para
2.27). Actual achievements, based on good recovery of current dues and poor
recovery of overdues resulted in overall recovery rates 1/ of 45% in FY80,
47% in FY81 and 51% in FY82. In a series of measures to be adopted under the
proposed project the recovery rates are expected to reach a minimum of 70% in
FY84 and 75% in FY85 (para 5.10).

3.12 Project results regarding contribution to increased agricultural
production and improved incomes as well as Economic and Financial Rates of
Return (ERR and FRR) have been recalculated in March 1983 for the proposed
project and appear to be close to those forecast in November 1978 (paras 7.05
and 7.10).

C. Farm Mechanization after 1978

3.13 During appraisal and further processing of ADBP IV it had been
ascertained that on the whole the farm mechanization component was beneficial
although evidence was available pointing to some adverse effects of trac-
torization. This concern and some general conclusions are contained in a

1/ Collection of interest and principal as percentage of total demand.
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Project Performance Audit Report 1/ on ADBP III prepared by the Bank's Opera-
tions Evaluation Department (OED).

3.14 During implementation of ADBP IV and appraisal of this project the
available evidence on labor effects indicates that the labor displacement
effects are more apparent on larger farms and decrease significantly on farms
of 25 ac or less. Equally, on the smaller size farms the benefits of trac-
torization become much more pronounced, especially through increases in
cropping intensity and reduction of waste land. In general, the conclusions
reached earlier are still valid. The process of mechanization is a fact, and
this process can neither be stopped nor reversed. To achieve increased
agricultural production there is a need of additional farm power. Such
additional farm power cannot in all cases be provided by draft animals, but
requires further farm mechanization while associated undesirable side effects
on labor displacement need to be minimized. This could be achieved by
refinancing tractors only to farmers with less than 25 ac. In addition to
placing appropriate farm technology at the disposal of the small farmer,
mechanization efforts should focus on compact tractors financed under the
project.

IV. THE PROJECT

A. Project Genesis

4.01 The first ADBP Credit Project was initiated in 1965 and since then
three more ADBP Credit Projects have been approved by IDA. In anticipation
of completion of the ADBP IV project by June 30, 1983, GOP submitted a
request in August, 1982 for a fifth credit project. The proposed project is
based on a report "Fifth Agricultural Development Bank Project" of
September 1982, prepared by ADBP, and on the subsequent findings of the
September/October 1982 and November/December 1982 IDA appraisal missions in
which IFAD-financed livestock and farm mechanization consultants par-
ticipated.

B. Project Description and Objectives

4.02 The project has two principal objectives, firstly the further
strengthening of ADBP to make it a sound and effective lending institution,
reaching an ever increasing proportion of the rural community, and secondly
providing financial support to the FY84 and FY85 lending programs of ADBP.
The subsidiary objectives in the institution building efforts are:

(a) the rapid expansion of the village banking system and the
improvement of the efficiency of the MCO scheme;

1/ OED Report No. Sec M78-559, dated June 30, 1978, titled "Project Perfor-
mance Audit Report; Pakistan - Third Credit for Agricultural Development
Bank (Credit 157-PAK).
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(b) the further improvement in the quality of investment; and

(c) the improvement of ADBP's financial position.

4.03 The project would support the whole of ADBP's medium- and long-term
lending operations to farmers which, through its supervised credit scheme
(para 2.11), are expected to cover all districts in the country by the end of
the project period. Through project loans, ADBP would finance medium and
long-term agricultural investments: tractors for farmers with 25 ac or less;
farm implements and equipment; private minor irrigation (PMI); livestock; and
on-farm development.

4.04 While undertaking this lending program, ADBP would help to:

(a) encourage on-farm investments that would lead to diversification
of agricultural production;

(b) increase farm incomes with special emphasis on small farmers
by channeling in FY84 and FY85 a minimum of 70% and 75%
respectively of all farmers loans to farmers with 25 ac or 1/
less of which one-third would be made to farmers with 12.5 ac
or less;

(c) promote the adoption of modern farming practices through the MCO
scheme; and

(d) support the introduction of more appropriate tillage practices
which would increase farm production.

4.05 The project would also finance the employment of consultant technical
specialists and the purchase of equipment and vehicles by ADBP for the
strengthening of headquarters and field operations. IFAD intends to jointly
finance this project with IDA and the Bank, providing SDR 23.2 M (US$25 M)
support to ADBP's lending program restricted, however, to farmers with 25 ac
or less. Additionally the Italian Government is considering making available
US$20 M to finance farm machinery and equipment of Italian origin.

4.06 ADBP would also make short-term loans from its own resources for

seasonal inputs and other short-term purposes. Development loans to promote
marine and inland fisheries as well as agro-industrial investments, ranging
from processing of agricultural produce to manufacture of agricultural imple-
ments, would be financed by ADBP with the support of the Asian Development
Bank (ADB) under previously concluded loan agreements. ADBP's lending
program would also include three regional lending schemes for livestock
development in Sind and Baluchistan and on-farm water management in Punjab,
but these will not be refinanced under the project.

1/ Of irrigated land. One ac of irrigated land is assumed to be equivalent

to two ac of rainfed land.
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C. Detailed Features

4.07 Farm Mechanization. Lending under this component would cover invest-
ments for low, medium and high hp tractors, 1/ primary and secondary cultiva-
tion implements, and general farm equipment such as grain threshers, spray
units and small self-propelled implements. Farm equipment so financed will
help alleviate the farm power shortage, improve crop cultivation techniques
and enhance the produce transportation capacity in rural areas. Because of
possible adverse social impact, major labor displacing equipment such as
combine harvesters would be excluded from IDA financing. Although investment
in farm mechanization is one of the top agricultural priorities of GOP, this
component would, over the period of the project, decrease as a percentage of
total ADBP lending in line with ADBP's policy of portfolio diversification.
However, due to the significant growth of ADBP's portfolio during this period
there would still be an absolute increase in the volume of lending for
mechanization. It is estimated that about 25% of all tractor loans would
replace defunct tractors.

4.08 In addition to finance for tractors, loans will be also available for
a variety of equipment package combinations of primary and secondary tillage
implements, seed drills and trailers. Loans will also be made for threshers,
reapers and other non-tractor related implements. In all, it is projected
that there will be about 40,200 such loans for implements with a total base
cost 2/ of Rs 689.4 M (US$53.0 M). To encourage ADBP's lending to small
farmers and to meet the policy orientation of both IDA and IFAD to small
farmers, only tractor loans to farmers with 25 ac or less would be made
eligible for IBRD/IDA/IFAD refinance. Individual loans would range from
Rs 79,800 for a low hp tractor and full package of implements to Rs 119,600
for a medium hp tractor and package. Increased lending will be proposed for
compact tractors. 3/ This planned change of emphasis reflects the general
concern that the benefits of tractorization have not been maximized in Pakis-
tan and that, in many situations, tractor power may still be beyond the reach
of smaller farmers. ADBP would actively promote the use of chisel, mould-
board and disc ploughs and would urge that wheel weights and tire water
valves, which are virtually unknown in Pakistan, be purchased with each
tractor to enable more efficient use of available tractor power especially
when using heavier equipment. To enhance farmer awareness, ADBP has agreed
to arrange, in conjunction with local tractor manufacturers a series of field
days to promote more effective use of tractors.

4.09 Attempts would be made to make tractor power available to small
farmers in two ways - custom hiring, and increasing the availability of
compact and used tractors 4/ which require lower initial investment. The

1/ Defined as less than 30 hp, 40-50 hp, and 51-65 hp respectively.

2/ Base cost refer to April 1983 prices without contingencies. All refer-
ences to cost in the following paragraphs are to base cost unless other-
wise specified.

3/ Compact tractors in the context of this report are four-wheel tractors
with less than 30 hp.

4/ Used tractors financed by ADBP will not be eligible for IBRD/IDA and IFAD
refinance.
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concept of hiring tractors is sound, provided it is managed by the private
sector. In this regard ADBP is investigating ways by which it could lend to

entepreneurs such as village black-smiths and mechanics who may often be
ideally suited to operate such a business on a small scale, but lack the
collateral required under existing lending guidelines.

4.10 Private Minor Irrigation. Private minor irrigation (PMI) is defined,
for the purpose of this report, as medium and long-term investment activities
by farmers to use either groundwater or surface water for irrigation. These
activities would include construction or improvement of wells of all types
and provision of pumping units (including power connection when applicable),
installation of pumps to extract water from rivers or canals, and improve-
ments in spring water utilization. Shallow tubewell and pump set would be
the most common type of PMI investment, located mainly in the soft alluvial
sediments of the Indus plain.

4.11 In almost all cases, the shallow tubewells would be equipped with
centrifugal pumps. Where water level depths exceed efficient suction, a
brick-built concrete sump (8-12 ft diameter) would be constructed close to
the water table. The pump would be powered by either electric or diesel
motor prime movers. In the case of electric motors, the loans would cover
the cost of energization. Typical loan amount for a 150 ft shallow tubewell
equipped with a 1 cusec, electric centrifugal pump plus energization would be
about Rs 54,500. For a tubewell equipped with a 1 cusec, diesel pump the
loan would be about Rs 45,800. Tubewells with less than 1 cusec capacity can
also be installed, however, their investment cost would not drop proportion-
ally to the decrease in capacity.

4.12 Deep tubewells would be constructed in hill areas where the rocks are
consolidated and water levels are deep. The wells would be drilled to depths
ranging from 250 to 400 ft with 0.125 to 1.0 cusec discharges. They would be
completed with either 8 inch or 10 inch diameter mild steel casing and brass
filters, and gravel packed. The pumping units would be either vertical shaft
turbines with electric motor or diesel engine prime movers, or electric
submersible pumps. Surface civil works would include a pump house and surge
chamber. The typical loan for a 350 ft deep tubewell unit would be
Rs 213,700.

4.13 A dug-cum-bored well is essentially a variation of a shallow tubewell
with sump except that the dug section extends below the water table. The
technique would be used for improving the performance of existing dug wells.
Pumping installations and civil works would be similar to shallow tubewell
units. Unit costs would be Rs 5,000 to 6,000 less than shallow tubewell
units.

4.14 Dug wells with pump sets are typical installations in the mountain
valleys of NWFP and Baluchistan. A large diameter (15-20 ft) well would be
hand-dug to 5-10 ft below the water table. The saturated section would be
brick lined and the entire section may be lined if it is unstable. Electric
centrifugal pumps would be preferred but diesel motors with a belt drive to
centrifugal pumps could be used. Pump discharges would be 1 cusec or more.
The cost of such installations would vary according to well diameter, depth,
rock type, amount of lining and installed pumping unit, but the average cost
would be about Rs 60,000.
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4.15 Pump sets would be financed for installation on shallow wells or
surface water sources such as rivers or canals. The pumping units could be
permanent installations or mobile. In the former case, the pump would be
powered by either an electric or a diesel motor; in the second the pump
would, of necessity, be a diesel unit. Piping for water delivery would be
provided as required. Unit cost for pumping units would vary according to
type but would be in the range of Rs 25,000 to Rs 40,000. Spring discharges
at source are generally unregulated and unregulatable except by large scale
aquifer management. Spring improvement which could be financed include
provision of night storage (to improve utilization) which could be coupled
with a pumping unit (diesel or electric) and pipe work to increase the com-
mand area of the spring.

4.16 In total about 7,100 wells and pump sets would be financed of which
5,700 are expected to be electric-powered shallow tubewells, 1,270
diesel-powered shallow tubewells and 130 electric powered deep tubewells.
Total cost for PMI will be Rs 504.6 M (US$38.8 M).

4.17 Livestock. The recent sector study of the Pakistan dairy industry 1/
concluded that milk production in rural areas is both financially and
economically viable on small and medium farms while urban milk production,
although at present financially viable, is economically inefficient. Under
the dairy component, loans will be made to farmers for the purchase of
in-milk buffalos or cattle, construction of dairy sheds, purchase of milking
utensils, and for working capital to cover initial fertilizer and concentrate
feed costs. A typical loan package with a one month supply of feed would
amount to Rs 26,800, including up to Rs 23,700 for the purchase of better
quality animals with higher milking yield potential. It is assumed that a
proportion of farmers may still wish to purchase the less costly buffalos
with lower milk potential. Accordingly, provision for about 17,500 such
animals has been included in project costs. Allowance has also been made for
a small proportion of farmers who might opt to purchase cross bred Friesian
cows (about 2,500 head). The total base cost of the livestock component is
estimated to be Rs 430.7 M (US$33.1 M).

4.18 ADBP will make special efforts to promote the expansion of the dairy
herd and increase production in the areas close to the five new UHT dairy
plants now operating or under construction. Dairy farmers in these areas
will receive advice and inputs from dairy plant extension staff and will be
assured of a regular outlet for their production. Increased deliveries by
individual farmers will reduce the number of suppliers required by each
plant, resulting in reduced collection costs and possibly increased farmer
prices. As far as possible these loans will be made to the landless or the
very small farmers. ADBP's projected lending under this component will
require 19,000 milch animals in FY84 and 31,000 in FY85. These requirements
represent only a small percentage of the potential 400,000 new milch animals
available in Pakistan each year.

1/ "Dairy Sector Review, Proposal for Development", IBRD Report No. 4036-PAK
of July 6, 1982.
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4.19 On-Farm Development. This component includes all viable farm invest-
ment activities, not individually specified in the lending program, aimed at
increasing farm income or stabilizing it through diversification. These
activities include land levelling, construction and improvement of water
courses at farm level, orchard development, afforestation (on farm boundary
and/or along irrigation channels), poultry and other livestock development,
grain storage, and other activities such as bee keeping and sericulture.
Also included in this component are cottage industries, including those
suited to women.

4.20 Orchard development prospects are promising but the major constraints
are availability of irrigation water and weak marketing infrastructure. The
loans will be made for establishing orchards of apples, almonds, grapes,
plums, mangoes, citrus and other fruits. The loans would cover purchase of
seedlings, planting costs, and maintenance of trees during the pre-harvest
years. A typical loan for a 2.5 ac mango or citrus orchard would be about
Rs 8,200. Loans would also be made for forestry to plant trees either as
single rows along water courses or farm boundary or as swamp plantings on
marginal lands. About 13,700 loans for tree crops would be made amounting to
a base cost of Rs 136.7 M (US$10.5 M).

4.21 Investments for developing poultry units also have potential espe-
cially for small farmers although the market for eggs as well as broilers is
subject to wide fluctuations. During the period 1976/81, the total number of
improved poultry stock in Pakistan increased by 110%, made possible mainly by
the ready availability of day-old chicks of exotic breeds, poultry feed,
medicines and other necessary supplies. Today some 40 hatcheries supply 45
million chicks, and about 30 feed units produce 300,000 tons of feed
annually. A typical investment for a small farmer's poultry unit would be
for 1,000 broilers or 500 layers. The construction of sheds, stores and
equipment cost and the working capital component for such a unit would
require a loan of Rs 54,900. In the past approximately 50% of ADBP poultry
loans were for units on the outskirts of Karachi and were not integrated with
other farming activities. Such loans would be classified as agro-industrial
investments to be financed under the ADB loan and will not be eligible for
IBRD/IDA refinance. Under this project about 4,700 small poultry units would
be financed at a cost of Rs 273.8 M (US$21.1 M).

4.22 Land levelling activities would cover both coarse and precision
levelling. Coarse levelling would be done on limited areas of hummocky land
within irrigated areas but more typically in the barani area. The work would
be undertaken by bulldozers belonging to Provincial Government Agricultural
Engineering Departments at subsidized rates ranging from Rs 90-150 per ac or
on contract because of limited availability of Government equipment. Preci-
sion levelling will usually be done on new or existing irrigated land. This
work also is usually carried out with Government owned bulldozers at sub-
sidized rates ranging from Rs 300 to 450 per ac.

4.23 Construction and/or lining of channels and drains would include both
individually owned structures related to tubewells, and communally operated
structures below the Government canal outlet. The investments financed under
this component would be complementary to the On-farm Water Management
projects being implemented by IDA (1163-Pak) or other institutions e.g. IFAD
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and ADB. The work would be undertaken by contractors, or the farmers them-
selves. Numerous studies on the subcontinent have shown that seepage and
spillage losses are high in unlined and improperly maintained systems below
the Government- outlet and a similar situation is thought to exist with
private tubewell systems. Improvement of these structures is thus suitable
for ADBP lending provided, in the case of communally operated facilities,
lending arrangements acceptable to ADBP with formal "Water Users Associa-
tions" or informal farmers' groups are developed. Finance would also be
available for the purchase of oxen for draft animals and appropriate cultiva-
tion implements. Total costs for water course construction, land levelling,
draft animals and miscellaneous equipment and farm buildings are estimated to
be Rs 198.3 M (US$15.3 M) for about 19,900 loans.

4.24 Technical Assistance. A total of 64 mianmonths (in/in) of consultant
technical specialists would be financed, including 18 in/in for one agricul-
tural economist and one agricultural credit specialist to help in the
reorilentation of appraisal procedures and strengthening of ADBP's Appraisal
Unit (para 5.02). Services of a consultant groundwater engineer for 12 in/in
for the PMI Unit would be financed to promote investment in PMI on a scheme
basis (para 5.03). Provision of 10 mn/m is made for computer consultants!
systems analysts who would make visits of short duration to Pakistan to
advise ADBP' s management and the Computer Department on the utilization of
the new computer recently installed and also for services to support M&E
activities, t-o supervise field demonstrations of farm machinery or field
trials or to prepare special studies (para 5.04). Another 24 rn/rn has been
provided for agricultural consultants specialized in development of small
farmer technology for livestock and poultry units, horticulture, crop rota-
tion and similar fields. Total costs of technical specialists would amount
to Rs 9.8 M (US$0.8 M). During negotiat-ions assurances were obtained that
all consultant technical specialists would be employed in accordance with
time schedules and terms and conditions satisfactory to IBRD/IDA. The
average manmonth cost based on fees and overhead and including international
travel and subsistence allowance is estimated to be Rs 153,000 (US$11,770).

4.25 Training. Provision has been made under the project for about 20
officials from headquarters and regions, 10 branch managers and 30 MCO to
follow short-term courses in training institutes in South Asian or European
countries. Total cost of these fellowships would be Rs 9.8 M (US$0.8 M).

4.26 Vehicles and Equipment. The project would also finance about 100
four-wheel-drive vehicles, 70 with short and 30 with long wheel base for
ADBP's headquarters, regional offices and branches, two 40-seat buses for
demonstration field days, 10 micro-computers for data processing at the
regional level, some video equipment for training purposes, and various
miscellaneous equipment. Total costs would be Rs 48.2 M (US$3.7 M).

D. Project Costs

4.27 Project costs are based on ADBP's projected lending program for FY84
and FY85 and are estimated at Rs 8,594 H (US$661.0 M) of which about Rs 748 M
(US$57.5 M) would be duties and taxes. The project costs, detailed in
Annex 1 and Annex 2 are summarized below:
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PAKISTAN
FIFTH AGRIC. DEVELOPMENT BANK PROJECT

PROJECT COST SUMMARY

(RUPEES Million) (US} Million) Z of
----------------------- --------------------- Foreign % of Total
Local Foreign Total Local Foreign Total Exchange Base Costs

A. FARM DEVELOPMENT LOANS

1. FARMERS WITH 25 aC OR LESS

TRACTORS 1,138.7 1,163.4 2,302.1 87.6 89.5 177.1 50.5 29.5
FARM IMPLEMENTS 380.7 115.7 496.4 29.3 8.9 38,2 23.3 6.4
PRIVATE MINOR IRRIGATION 243.9 179.1 423.0 18.8 13.8 32.5 42.3 5.4
LIVESTOCK 311.3 1.5 312.8 23.9 0.1 24.1 0.5 4.0
ON - FARM DEVELOPMENT 397.1 40.5 437.6 30.5 3.1 33.7 9.2 5.6

Sub-Total FARMERS WITH 25 ac OR LESS 2,471.6 1,500.2 3.971.8 190,1 115.4 305.5 37.8 50.8
2. ABOVE 25 ac FARMERS

TRACTORS 447.8 456.2 904.0 34.4 35.1 69.5 50.5 11.6
FARM IMPLEMENTS 148.1 44.9 193.0 11.4 3.5 14.8 23.3 2.5
PRIVATE MINOR IRRIGATION 61.1 20.4 81.6 4.7 1.6 6.3 25.1 1.0
LIVESTOCK 117.7 0.3 117.9 9.1 0.0 9.1 0.2 1.5
ON - FARM DEVELOPMENT 155.5 15.7 171.3 12.0 1.2 13.2 9.2 2.2

Sub-Total ABOVE 25 ac FARMERS 930.3 537.5 1,467.8 71.6 41.3 112.9 36.6 18.8

Sub-Total FARM DEVELOPMENT LOANS 3,401.9 2.037.7 5.439.6 261.7 156.7 418.4 37.5 69.6
B. FISHERY DEVELOPMENT LOANS

MARINE FISHERIES 56.3 131.9 188.3 4.3 10.1 14.5 70.1 2.4
INLAND FISHERIES 42.4 4.7 47.1 3.3 0.4 3.6 10.1 0.6

Sub-Total FISHERY DEVELOPMENT LOANS 98.7 136.7 235.4 7.6 10.5 18.1 58.1 3.0
C. AGROINDUSTRY AND PROJECT LOANS

PROCESSING OF AGRICULTURAL PRODUCE 235.0 235.7 470.7 18.1 18.1 36.2 50.1 6.0
OTHER AGRICULTURAL PROJECTS 94.1 94.4 188.5 7.2 7.3 14.5 50.1 2.4

Sub-Total AGROINDUSTRY AND PROJECT LOANS 329.1 330.1 659.2 25.3 25.4 50.7 50.1 8.4
D. SHORT TERM LOANS

FARMERS UITH 25 ac OR LESS, SEASONAL INPUTS 611.5 263.8 875.3 47.0 20.3 67.3 30.1 11.2
ABOVE 25 ac FARMERSt SEASONAL INPUTS 228.8 98.7 327.6 17.6 7.6 25.2 30.1 4.2
OTHER SHORT TERM LOANS 147.7 63.7 211.4 11.4 4.9 16.3 30.1 2.7

Sub-Total SHORT TERM LOANS 988.0 426.3 1,414.3 76.0 32.8 108.8 30.1 18.1
E. VEHICLES AND EQUIPMENT , TRAINING AND TECHN. SPECIALISTS

VEHICLES AND EQUIPMENT 22.2 26.0 48.2 1.7 2.0 3.7 53.9 0.6
TRAINING AND TECHN. SPECIALISTS 2.9 16.7 19.6 0.2 1.3 1.5 85.0 0.3

Sub-Total VEHICLES AND EQUIPMENT., TRAINING AND TECHN, SPECIALISTS 25.1 42.7 67.8 1.9 3.3 5.2 62.9 0.9

Total BASELINE COSTS 4,842.9 2,973.4 7,816.3 372.5 228.7 601.3 38.0 100.0
Physical Contingencies 14.1 3.2 17.3 1.1 0.2 1.3 18.3 0.2
Price Contingencies 471.3 288.7 759.9 36.3 22.2 58.5 38.0 9.7

Total PROJECT COSTS 5,328.3 3.265.2 8,593.5 409.9 251.2 661.0 38.0 109.9

Mav 13. 1983 16:28
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4.28 Base cost estimates are worked on December 1982 prices and have been
updated to April 1983. Price contingencies on local costs, amounting to
Rs 471.3 M (US$36.3 M), have been applied at the following rates, compounded
annually: 1.3% for FY83 (for two months only), 7.8% for FY84 and 7.0% for
FY85. Price contingencies on foreign costs amount to Rs 288.7 M (US$22.2 M)
computed on the basis of 1.3% for FY83, 7.81% for FY84 and 7.3% for FY85,
also compounded. Physical contingencies of 10% have been applied only to
civil works for PMI investments. Total physical contingencies amount to
Rs 17.3 M (US$1.3 M) or 0.2% of baseline costs. Total price contingencies
amount to Rs 759.9 M (US$58.5 M) or 9.7% of baseline costs. The details of
ADBP's lending program are in Annex 8 (Implementation Volume).

E. Financing

4.29 Financing would be as follows:

Financing Table

Borrowers'
Contribu- GOP ADBP & IBRD/
tion SBP Provinces Others /a IFAD IDA Total

-------------------------- US$ M --------------…-----------
Farmers with

25 ac or less
Tractors 9.7 90.3 - 54.3 13.2 26.42 193.92
Implements 2.1 20.8 - 9.6 3.2 6.40 42.10
PMI 1.6 12.5 4.8 6.0 2.4 4.70 32.00
Livestock 1.3 10.2 - 8.8 2.0 4.20 26.50
On-farm Dev. 1.9 18.4 - 8.3 2.8 5.60 37.00
Subtotal 16.6 152.2 4.8 87.0 23.6 47.32 331.52

Farmers above
25 ac

Tractors 7.6 44.0 - 24.3 - - 75.90
Implements 1.6 8.8 - 3.4 - 2.55 16.35
PMI 1.2 5.3 1.9 2.0 - 1.80 12.20
Livestock 1.0 4.1 - 3.4 - 1.50 10.00
On-farm Dev. 1.4 7.8 - 3.1 - 2.20 14.50
Subtotal 12.8 70.0 1.9 36.2 - 8.05 128.95

Fishery Dev. Loans 5.0 7.0 - 7.9 - - 19.90
Agroindustry and
Project Loans 13.9 23.0 - 18.7 - - 55.60

ST Loans - 83.8 - 35.5 - - 119.30
Vehicles, Equipment,
Training and TA - - - 1.9 1.4 2.40 5.70
Subtotal 18.9 113.8 - 64.0 1.4 2.40 200.50

Front End Fee - - - - - 0.03 0.03

Total 48.3 336.0 6.7 187.2 25.0 57.77 661.00
Percentage 7.3 50.8 1.0 28.4 3.8 8.70 100.00
/a This column includes US$20 M expected from ADB under previously concluded

agreements and US$20 M expected from the Italian Government.
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4.30 The proposed IDA Credit of SDR 44.3 M (US$47.8 M) and proposed Bank
loan of US$10 million would be made to GOP which would also bear the foreign
exchange risk. The Loan/Credit would finance about 9.6% of costs net of
duties and taxes (Rs 7,846 M equivalent to US$603.5 M). An estimated 31.1%
would be financed by ADBP and other institutions, 8.0% by contributions from
farmers, 1.1% by the Provinces in the form of subsidies for PMI, and 55.7% by
SBP. ADBP's incremental lending for farm development loans in current prices
would be Rs 682.5 M (US$52.5 M) in FY84 and Rs 881.3 M (US$67.8 M) in FY85.
Of the total incremental lending of Rs 1,563.8 M (US$120.3 M) in the project
period the IBRD/IDA would finance 48.0% and the IFAD 20.8%.

4.31 The IDA Credit would be on standard terms (50 years including 10
years of grace) and the IBRD Loan would be on standard country terms (20
years including 5 years of grace). GOP would onlend the proceeds of the IBRD
Loan/IDA Credit to ADBP at 4% repayable in 20 years including a grace period
of five years for repayments of principal. The lending terms and conditions
would be included in a subsidiary loan agreement between GOP and ADBP. The
execution of this agreement would be a condition of Bank loan, IDA Credit
effectiveness. The Bank Front End Fee (US$24,938) would be paid from the
Loan.

4.32 The proposed IFAD loan of SDR 23.2 M (US$25 M) would also be made to
GOP and would require a separate subsidiary agreement for its effectiveness.
Only loans to farmers with 25 ac or less would be eligible for IFAD finance.
There would be no cross-effectiveness requirement. During negotiations,
assurances were obtained that GOP through SBP would (i) increase ADBP's
equity as and when needed to keep its debt equity ratio at 7:1; (ii) make
long-term funds available to ADBP as and when needed to finance its lending
program at an interest rate not exceeding 4% p.a. during the first project
year and interest rate or spread on such funds in the second project year to
be changed only after a review carried out by June 30, 1984 and with the
approval of IBRD/IDA; and (iii) also cover any shortfall in funds in the
event that any of the cofinancing arrangements do not materialize. Assuran-
ces were also obtained from ADBP during negotiations that (i) the interest
rate to ultimate beneficiaries would be not less than 11% p.a.; and
(ii) lending terms and conditions would be those set out in Schedule B.

F. Procurement

4.33 As under ADBP IV, farmers would purchase tractors, farm implements,
PMI, i.e. construction of wells, supply of waterpumps with diesel engines or
electric motors etc., dairy cattle, buffalos, bullocks and items for on-farm
development in accordance with their own choice, through normal commercial
channels. Competition for the various types of inputs expected to be
procured by individual borrowers would be keen and prices competitive with
world market prices. An exception is compact tractors below 30 hp. Under
ADBP IV, GOP was required to import this class of tractor to test its
suitability and to assess the potential market. However, delays occurred and
the first import license for 200 compact tractors was not issued until Decem-
ber 1982. Thus, the necessary conditions for farmers' choice in a competi-
tive market do not yet exist. Therefore IBRD/IDA and IFAD would not reim-
burse ADBP for compact tractor loans until GOP had issued import licenses

for at least three models in this class. In authorizing licenses GOP would
give preference to applicants who offer competitive prices, adequate spare
parts inventory and after-sale-service and gradual assembly and manufacture
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in Pakistan. Quantities of compact tractors to be imported by each importer
would be determined by farmers' demand. Base cost of the wide variety of
items to be procured under farmers' choice over a two year period would be
Rs 5,440 M (US$418.4 M). IBRD/IDA would participate with US$56.9 M (11%) in
their financing.

4.34 Vehicles and equipment required by ADBP would be procured following
ICB procedures. For bidding purposes, vehicles would be grouped in procure-
ment packages large enough to attract international competition. ADBP has
introduced mini-computers selected under international bidding procedures
which are acceptable to the Bank Group. The mini-computers financed under
the proposed project would be procured from the same manufacturer. They
would cost about Rs 4.4 M (US$0.3 M). Contracts for equipment and vehicles
not exceeding the equivalent of US$100,000 would be awarded in accordance
with GOP's local procurement procedures which are satisfactory. IBRD/IDA
review thresholds for all ICB procurement would be at the 'TS$100,000 level.
Contracts for vehicles and equipment awarded under ICB procedures are
estimated to cost Rs 43.5 M (US$3.3 M).

G. Disbursement

4.35 The proposed IDA credit of US$47.8 M equivalent to SDR 44.3 Bank loan
of US$10 million and IFAD's joint finance contribution of US$25 M equivalent
to SDR 23.2 M are expected to be disbursed over a period of 3 years from
July 1, 1983 to June 30, 1986. Disbursement percentages for the various
categories are set out in Annex 5, Table 1. Disbursements for loans to
farmers and farmers groups should made against certified statements of expen-
ditures (SOE) to be submitted by ADBP to IBRD/IDA for disbursements under the
IBRD Loan, the IDA Credit and the IFAD Loan. Documentation for the SOE will
not be sent to IBRD/IDA but retained by ADBP for review by supervision mis-
sions. Assurances were obtained during negotiations that audits of the SOE
would be carried out and each annual audit report would include a separate
opinion by the auditors on the utilization of funds withdrawn under the SOE
procedure. Disbursements against the categories containing vehicles and
equipment, training and technical assistance would be made against
appropriate documentation to be forwarded by ADBP to IBRD/IDA. Disbursements
of the IBRD/IDA and IFAD funds would be in the ratio of 67% to 33%. The
Bank-wide disbursement profile for agricultural credit projects, which shows
only 15% of total disbursements in a two year period and full disbursement
after seven years, does not fit this project. Projection of quarterly dis-
bursements is based on experience with ADBP IV disbursements and ADBP's
achievable lending targets (Annex 5, Table 2).

V. PROJECT IMPLEMENTATION

A. ADBP as Executing Agency

5.01 ADBP will be the executing agency. All funds from the IDA Credit,
Bank loan and IFAD Loan as well as funds from the Italian Government Loan
will be channelled by GOP through SBP to ADBP. ADBP will, as and when
needed, increase its staff in headquarters and branches and streamline its
organizational structure and lending procedures to meet the needs of its
rapidly expanding lending volume. These improvements will help ADBP attain
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the overall project objectives (para 4.01) and facilitate access of small
farmers to seasonal and investment credit and ensure satisfactory loan
recovery. In FY84 ADBP's lending is expected to reach Rs 3,250 M (US$250 M)
and in FY85 Rs 4,500 M (US$346.2 M). In the two project years, FY84 and
FY85, ADBP would make about 260,000 loans of which about 146,000 (56%) would
be short-term. In FY85, the last project year, ADBP would make about 74,000

medium and long-term loans and about 84,000 short-term loans and thus reach
4.2% of the farming population, a marked improvement of the 1.4% reached in
FY82.

5.02 ADBP would set up and maintain an Appraisal Unit within its Credit
Division in order to improve the quality of its appraisal. This unit would
establish agricultural production and yield parameters on a regional basis
for use in on-farm appraisals, thus obviating the need for the MCO to use
arbitrary figures which might lead to wrong investment decisions and enabling
the MCO to work more efficiently. The unit would be staffed with senior
personnel including agriculturalists specialized in crop production, agricul-
tural credit specialists, agricultural economists, and livestock specialists.
Two consultant technical specialists would help ADBP to set up the unit and
assist its initial operations. Among the tasks of the unit would be (i)
improvement and modification of the existing appraisal forms to suit opera-
tional needs; (ii) preparation of production, yield and price parameters for
inputs and outputs on a regional or district basis; (iii) preparation of
general guidelines for appraisal to facilitate timely appraisal; (iv) active
involvement in training of MCO in the two staff colleges in Karachi and
Islamabad and in the field; and (v) collection of market information on
agricultural commodities from the local markets and the world market that
could influence farmers' investment decisions and ADBP's lending policy.
During negotiations, assurances were obtained that (i) ADBP would set up the
appraisal unit by September 30, 1983; (ii) employ consultants on terms and
conditions acceptable to IBRD/IDA, by December 31, 1983; and (iii) appraisal
procedures as set out in Schedule A of this report as modified from time to
time would be followed.

5.03 Similarly, a Private Minor Irrigation Unit (PMI Unit) would be estab-
lished within the Agricultural Technology and Technical Assistance (ATTA)
Department. As discussed in para 3.08, ADBP's lending for PMI investments
has stagnated in the last few years because of the long delays faced by small
farmers seeking pump loans and power connections from WAPDA and also because
of ADBP's inability to promote scheme lending. The PMI Unit's main task
would be to help, in cooperation with WAPDA, increase PMI development on the
basis of scheme lending. The unit would employ ADBP staff or staff seconded
from WAPDA and would include irrigation engineers, groundwater specialists,
mechanical engineers familiar with pump operation, agriculturalists, agricul-
tural economists and other specialized staff as and when required. One
consultant groundwater specialist would be attached to the PMI Unit to help
establish the unit and assist in its initial operations (para 4.24).
Assurances were obtained during negotiations that the PMI Unit would be
established by September 30, 1983 and that a groundwater specialist would be
recruited by December 31, 1983.

5.04 The Monitoring and Evaluation (M&E) unit would be responsible for
evaluating the costs and benefits, financial and economic viability and
social impact of the main project components. It would also monitor the
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project impact in terms of contribution to agricultural production and the
direction of project funds to the target group and prepare quarterly and
annual progress reports and a Project Completion Report (PCR) not later than
six months after the Project Closing Date. During implementation of the
project a sector survey would be launched to analyze, over a longer period,
the impact of farm mechanization on farm size, labor displacement, migration
from rural to urban areas and the Middle East, landowner-tenant relationship
and farm incomes. ADBP would arrange to have the survey carried out by one
of the country's research institutes under terms of reference acceptable to
IBRD/IDA and IFAD. The project would provide funds for short-term consult-
ancy for the sector study and to provide advice to the M&E Unit. Appropriate
assurances concerning the special survey and M&E Unit's role in reporting and
preparation of the PCR were obtained during negotiations.

B. Lending Policies and Procedures

5.05 ADBP would continue to have all of its loan decisions supported by
individual on-farm appraisals. It intends to expand the MCO scheme to cover
27,500 villages by the end of FY84, and 35,000 villages by the end of FY85.
This would require a considerable reinforcement of the MCO scheme with
agricultural graduates. Each MCO would serve a maximum of 25 villages. ADBP
would monitor the efficiency of the MCO scheme through its M&E Unit and
decrease the number of villages per MCO if and when considered necessary.
ADBP would also actively promote the sale of primary tillage implements as
well as the use of ballast with tractors. For that purpose, in cooperation
with equipment manufacturers regular demonstration field days would be
organized by the ATTA Department. Assurances regarding the promotion of
primary tillage implements and the organization of field days were obtained
during negotiations.

C. Lending Terms and Conditions

5.06 ADBP would make loans to individual farmers, corporate entities and
farmers' groups at terms and conditions which are set out in Schedule B of
this report. Assurances were obtained during negotiations that ADBP would
take necessary measures to achieve satisfactory interest levels if it would
be determined that lending rates were not positive in real terms. With the
improvement of appraisal and supervision quality it would be possible to
relax security requirements. Assurances were also obtained during nego-
tiations that ADBP, by October 31, 1983, would take necessary steps to
initiate modifications to its collateral requirements in accordance with
Section 3 of Schedule B, especially with respect to land mortgage require-
ments. For dairy sector and on-farm development investments, ADBP would, at
is discretion, make loans without land mortgage and accept as collateral
personal guarantees, sureties, liens on the items for which the loan would be
made, or other appropriate forms of security. For this purpose the ceiling of
Rs 25,000 determined by SBP in December 1982 appears to be satisfactory (para
2.19). Appropriate assurances with respect to securities were obtained
during negotiations.

D. Lending to Small Farmers

5.07 As discussed earlier, the focus of ADBP's lending activities has
shifted in recent years more and more to farmers with holdings of 25 ac or
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less. This emphasis would be continued and reinforced during the implementa-
tion of the project. Accordingly, 70% of all medium and long-term farmers
loans would be channelled to farmers holding 25 ac or less in FY84 which
would be increased to 75% in FY85. In each of the two project years
one-third of the lending volume described above would go to farmers holding
12.5 ac or less whose farm incomes are assessed to be in the target group of
the rural poor (para 7.04). Assurances were obtained during negotiations
that ADBP would reach these small farmer lending targets.

E. Financial Position

5.08 Projected balance sheet, income and expense statement and cash flow
statement are in Annex 4, Tables 1 to 3. These show that ADBP will need,
during project implementation, capital injections from GOP to keep its debt
equity at a ratio of 7:1 and that ADBP will need, on all funds provided to it
by SBP, a 7% interest margin also in future to cover administrative costs,
provisions for bad debts in a ratio to total overdues satisfactory to
IBRD/IDA and a modest profit to build up general reserves. ADBP would review
by June 30, 1984 whether this spread is adequate and, according to the out-
come of this analysis, would recommend to GOP and the Bank Group for their
approval appropriate measures for its modification. Appropriate assurances
on the foregoing were obtained at negotiations.

5.09 During implementation ADBP would continue to make additional provi-
sions for bad debts and maintain them at a ratio to total overdues that is
satisfactory to IBRD/IDA. ADBP would also continue to increase the general
reserves from annual profit. Appropriate assurances would be obtained at
negotiations.

5.10 The recovery rate, defined as the interest and principal ratio of
collection against demand, 1/ needs to be improved. Especially the overdues,
which in FY82 formed 47% of demand, have to be reduced. To achieve this
objective, measures including the following would be adopted: (i) renewed
collection efforts through the MCO scheme and at branch and regional office
level; (ii) case by case analysis of overdues; (iii) more recourse to res-
cheduling; (iv) a write-off by September 30, 1983; and (v) introduction, at
the same time, of a write-off policy that would be based on sound banking
principles. The portfolio review started in FY83 would be concluded in time
to enable ADBP's Board to decide on write-offs to be incorporated in the FY83
financial statements. It is expected that the write-offs would amount to
about Rs 250 M thus raising the recovery rate by about 10%. A further
improvement by 5% is expected from debt rescheduling operations neglected in
the past. Rescheduling could be negotiated with defaulters who make partial
payments and, in good faith, agree to settle their accounts. Accordingly,
assurances were obtained during negotiations that (i) ADBP would carry out a
write-off in time for inclusion in its financial statements for FY83, (ii)
develop by December 31, 1983 a write-off policy acceptable to its auditors
and IBRD/IDA; (iii) by December 31, 1983 one experienced staff would be

1/ Demand for this purpose is defined as the aggregate of principal and
interest on loans fallen due during the year under consideration plus
overdues from previous years.



-37-

designated in each Region as Rescheduling Officer to advise regional and
branch managers, MCO and ADBP clients in their rescheduling efforts and to
have specific authority for rescheduling debts; and (iv) ADBP would reach
recovery rates of 70% by June 30, 1984 and 75% by June 30, 1985. Assurances
were also obtained that ADBP, by May 31, 1984 would submit to IDA a report on
the impact of measures taken in respect of the write-off, to be undertaken by
June 30, 1983, the write-off policy to be developed and the rescheduling
efforts. Disbursements for expenditures made by ADBP after June 30, 1984
would not be made by IBRD/IDA unless satisfactory progress would have been
made in ADBP's loan recovery program.

F. Accounts and Audits

5.11 ADBP accounting and auditing procedures are satisfactory. During
negotiations assurances were obtained from GOP/ADBP that ADBP accounts would
continue to be audited annually by independent auditors and in accordance
with procedures satisfactory to both IBRD/IDA and IFAD. These audits would
include audits on the utilization of funds withdrawn under the SOE procedure.
Audit reports including separate opinions on the SOE procedures and audited
annual accounts of ADBP would be sent to IBRD/IDA and IFAD within six months
of the end of each financial year.

VI. PRODUCTION, MARKETING AND PRICES

A. Production

6.01 As a result of this credit project, agricultural production would
be substantially increased, especially in foodgrains. There would also be
incremental production of cotton, poultry, meat and dairy products, and tree
crops. Given the nature of the project, precise forecasts of this increased
production are almost impossible to make and have therefore not been
attempted. Production increases would be contributed by:

(a) increases in cropped area and cropping intensity due to
investments in tubewells and other private minor irrigation;

(b) increases in cropped area and cropping intensity due to
mechanization of labor peaks. Expansion in cropped areas
would be largely in the rainfed regions, while in irrigated
holdings of 25 ac or less cropping intensities are estimated
to increase by about 20% due to tractorization;

(c) increases in the proportion of marketable crops that would be
grown in the rotation made possible by the reduction in fodder
crops resulting from the decrease in draft animals in those
areas where tractorization is increasing;

(d) higher fruit production, resulting from new plantings financed
under the project;

(e) higher yields from areas for which short term loans are taken to
finance increased input utilization, particularly in situations
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tions where improved water control is provided through tube-
wells or land levelling or where as a result of mechanization,
cultivation practices are improved;

(f) a one time increase in the supply of meat due to the slaughter
of draft animals which become redundant as a result of tractor-
ization; and

(g) expansion in milk production from the incremental buffalos
retained and from better feeding techniques resulting in higher
yields and improved milk marketing systems;

B. Marketing and Pricing

6.02 Current marketing and milling facilities, although antiquated in many
cases, are considered adequate to handle the incremental outputs of grain,
cotton and sugar expected from the project. GOP has an ongoing program
(1157-PAK), financed in part by IDA, to expand storage capacity which will
bring total foodgrain storage capacity in the public sector to about 4.2 M
tons by FY85.

6.03 About 60% of Pakistan's wheat production is absorbed as on-farm
consumption. The remaining production is marketed about equally in the
public and private sectors. In the public system, the Provincial Food Direc-
torates and Pakistan's Agricultural Storage and Services Corporation (PASSCO)
buy grain at fixed prices from producers and private traders. Although grain
prices fluctuate seasonally and regionally within the private system, this
variation is narrowed because of GOP's pricing policies. GOP had aimed to
reach wheat self-sufficiency in the mid-1980s and to be a net exporter of
wheat by the end of this decade. Following good harvests in 1981 and 1982,
however, the country has achieved self-sufficiency, at least for the present.
Approximately 50% of Pakistan's paddy production is consumed on-farm. About
85% of the marketable paddy surplus, mainly Basmati, is exported through the
State-owned Rice Export Corporation of Pakistan. Producers sell most of
their paddy to husking mills, which are primarily privately operated. Cotton
and sugarcane are sold, either directly or through an intermediary, to gin-
neries and mills. Ginned cotton is partly consumed domestically with the
rest exported by the Pakistan Export Corporation. In areas where there is no
sugar mill, sugarcane is often processed by the farmer into a crude sugar
product known as gur.

6.04 The system of milk marketing in Pakistan is presently undergoing
changes. Until recently, the system over most of the country has been for
farmers to supply local middlemen who sell raw, often watered down or toned
milk to small retailers in the urban centers. In the past three years,
however, there has been considerable investment in processing capacity, and 5
UHT plants of typical capacity 100,000 1/per day are under construction and
likely to be finished by the time the project starts. These plants will
provide an important focus for dairy development. Thus it is projected that
a significant proportion of the 17,000 or so milk producers to be included
under this project will provide milk to collection centers organized by these
new plants. Milk collection organized in this way is expected to be more
efficient and less costly than the traditional systems. The remaining dairy
farmers, particularly those farmers living nearby large villages, will market
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their production through direct sales to existing middlemen or cooperatives,
should the proposals to introduce cooperative milk marketing come to frui-

tion.

6.05 Most agricultural prices in Pakistan are influenced by GOP's inter-
vention through import/export controls, taxes, consumer/producer subsidies,
and fixed procurement prices. To encourage use of agricultural inputs and to
compensate for procurement prices which have been lower than international
prices, GOP has provided heavy subsidies on fertilizer and other agricultural
inputs. However, in the spring of 1980, GOP announced a reorientation of its
agricultural price policies. Present policies aim to reduce input subsidies,
provide adequate incentives to producers through periodic and appropriate

output price adjustments, and to transfer responsibility from the public to
the private sector for appropriate marketing operations. Measures taken have

included (a) increases in retail prices of fertilizer; (b) increases in
margins allowed to fertilizer dealers; (c) privatization of the import and
distribution of pesticides and partial elimination of subsidies; (d)
increases in crop support prices. GOP continues to emphasize its current
policy of ensuring adequate and timely support of key agricultural inputs
and services.

6.06 Table 1 in Annex 6 shows financial and economic border prices for a
selected number of agricultural inputs and outputs. Overall, financial
prices of the main crops in Pakistan have become reasonably closely alligned
with economic prices, although the very depressed world price of sugar has
meant that domestic sugar prices which are close to long run estimated
economic prices are at present way above the "border price". Prices of
livestock products, however, which are not generally traded do not accord
closely to their "border prices", and for agricultural inputs, the effective
subsidies on fertilizer and electricity are still quite large.

VII. BENEFITS, RISKS AND JUSTIFICATION

A. Benefits

7.01 The two principal benefits of the project would be the expected
increases in agricultural production and the strengthening of ADBP as a
viable and well-managed lending institution for the agricultural sector.
During project implementation a continual flow of investment credit to the
farmers would be ensured and, by the end of FY85, ADBP would make a substan-
tially higher contribution to total farm credit demand. Small farmers would
have easier access to institutional credit through the expanded MCO scheme
and the share of landless and target group farmers in ADBP's lending would
have risen substantially (para 7.02). Unquantifiable subsidiary benefits
would arise from ADBP's participation in formulating the country's mechaniza-
tion policy with respect to the introduction of compact tractors, appropriate
implements and other farm technology more suitable for the smallholder
farmer.

B. Beneficiaries

7.02 The components financed under the project will directly benefit about
116,000 farmers scattered throughout the country and more than 600,000 family
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members. Of the beneficiaries, it is estimated that about 45% will have
pre-investment per capita incomes below Rs 1,943 (US$152) which is assumed to
be the absolute poverty level in rural areas 1/. Implementation of the
project will result in increased permanent employment estimated at 9.5 M
mandays per year at full development due to increased crop, horticultural and
livestock production resulting from crop diversification, increased crop
intensity, improved farm practices, more assured production, and improved

standards of livestock husbandry. In addition, considerable short-term
employment will be generated by construction activities associated with
tubewell and water course construction, the building of sheds for dairy
animals and poultry and the planting of trees for orchards and forest. This
will more than offset the possible adverse labor effect caused by tractors
refinanced by IBRD/IDA under the project which is estimated at 5.6 M mandays
per year.

7.03 The reduction in farm labor requirements resulting from a medium size
tractor being employed on 180 ac of land is estimated at 30%. Off farm jobs
associated with haulage, and tractor maintenance would probably diminish this
reduction to about 25%. If cropping intensity were to increase by 30% fol-
lowing tractorization, as is often the case with smaller farmers, 2/ the
overall reduction in labor resulting from tractorization would fall to about

5% equivalent to 350 mandays per tractor or 25 mandays on one 12.5 ac farm.
Since the use of hired labor on farms of 25 ac or less is not great, most of
the labor reduction will occur as decreased family labor input.

7.04 Average pre-investment farm income is estimated at Rs 19,000
(US$1,462) on 20 ac to 25 ac farms analyzed in the project. This corresponds
to a per capita income of Rs 2,674 (US$206), well below the average GDP per
capita in the country of Rs 4,187 (US$322). 3/ On 10 ac to 12.5 ac farms
the preinvestment income is estimated at Rs 8,350 (US$642) corresponding to a
per capita income of Rs 1,350 (US$104). Based on these estimates all farms
of beneficiaries with 12.5 ac or less and about 30% of farms in the size
between 12.5 ac and 25 ac would fall in the target group.

Financial Analysis

7.05 Individual investments made under the project will vary widely,
depending on the location and personal circumstances of borrowers and the
size and tenure of their farms. Because of this investment variation,
analysis of the financial benefits of the project has been carried out on the
basis of a number of illustrative farm models which reflect the spread of
investments expected to be made. The financial rates of return (FRR) and
selective sensitivity analyses are shown in Annex 6, Table 5. FRR vary from
25% to 83% according to type of investment.

1/ Source: Economic and Social Data Division. Updated to 1982/83.

2/ Brian Lockwood: Farm mechanization in Pakistan: Policy and Practice.
Summary of farmers in Faisalabad operating less than 25 ac realized an
average increase in cropping intensity of 36% following tractorization.

3/ Based on data from Country Economic Memorandum 1983.
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7.06 Farm mechanization models are based on the premise that the tractors
purchased will be operated for 1,200 hours per year and that the major part
of this time will be used on contract to neighboring farmers. Given the
number of tractors in Pakistan compared to the size of the agricultural
sector, the current strong demand for tractor hiring is expected to be main-
tained. In all models, cropping intensity is assumed to increase by only 20%
which is significantly lower than that deduced by the Lockwood report for
farms of this size. The models show that from the point of view of return on
investment, there is no significant difference between medium and low hp
tractors. This results from the fact that although the investment is less
with low hp tractors, this is offset by the income earned from contract hire
being significantly lower. However the models indicate that tractor invest-
ment on a 20 ac farm is more attractive than on a 10 ac farm for both trac-
tors sizes reflecting the fact that incremental benefits of owning and
operating a tractor on the farmer's own land for a specific period exceeds
the benefits gained by contract hiring for that same time. The FRR is fairly
sensitive in all models to the volume of contract work undertaken and should
tractor hiring hours decrease to approximately 550 on the 20 ac or 600 on the
10 ac farm, then the FRR is reduced to 10%, the assumed opportunity cost of
capital.

7.07 Investment in dairy animals, both buffalo and crossbred cows, is
shown to have a high FRR, especially for farmers who produce their own
fodder, which is the major cost component. Should benefits decrease by 20%
either through reduced milk prices or expected yield response to the improved
package of husbandry practices proposed not materializing, the investment
would still remain attractive to land owning farmers but not for landless
dairymen.

7.08 The FRR on investment for tubewells is very dependent on the level of
utilization of the tubewell. While the FRR based on sales of 1,000 h pumping
is 31%, this falls to 19% when sales are halved. It is also apparent that
although diesel engines are less expensive than installed electrical motors,
the greatly increased operating costs of the diesel units make them less
attractive financially. On a 20 ac farm unit, as a result of a tubewell,
cropping intensity is assumed to increase from 90 to 170%. Yields are also
assumed to increase by 20% when water supply becomes assured.

7.09 On-farm development has been illustrated by models for an apple
orchard and a broiler poultry unit both of which are profitable investments.
Broilers, however, are highly sensitive to sale price fluctuations and market
projections will need close attention when individual loans are appraised.

Economic Analysis

7.10 The economic analysis of the various types of investment is sum-
marized in Annex 6, Table 6. ERR for the various types of investment range
from 17% to 68%. The economic impact of investment in tractors is analysed
on the basis of the effect of introducing a tractor into an area which has
previously been cultivated by animal power. The basic assumptions for a "one
tractor" model covering a 180 ac area are set out in Annex 6, Table 2. The
reduction in numbers of pairs of bullocks from 18 to 10 reflects the fact
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that, in the short-term, farmers would continue to keep some of their bul-
locks from a safety angle even though they would be using tractors. Based on
mechanization requirements per ac set out in Annex 6, Table 3, four pairs of
bullocks would be adequate, once the tractor were introduced, assuming that
an effective mechanism for hiring bullocks between the 10 to 15 farmers in
the 180 ac area were developed. Under the assumption that 10 bullock pairs
would be retained, and without any assumed increases in yield or cropping
intensity 1/ the EER would be 68%. In this case the benefits from draft
animal replacement could fall another 41% of total benefits before the 10%
ERR cut-off point would be reached i.e. if only 5 bullocks pairs would be
released the ERR would still be acceptable at 14%. The ERR remains above the
opportunity cost of capital under a wide range of assumptions including those
of halving the shadow wage rate, halving the income for off-farm haulage or
having no income from the sale of animal drawn implements.

7.11 The ERR on investment in buffalos is adequate provided that the level
of milk production improves with the better husbandry practices. In the
model, the economic value of milking heifers is assumed to be identical to
their financial price. However, were they to be valued at the economic
"slaughter value" i.e., the opportunity cost of not using them for milking,
the ERR would be higher. In situations where investment in dairying causes
better utilization of unemployable family labor, or brings about better
productivity from forage crops, then the investment would be substantially
more attractive than indicated by this model. The models show ERR of 16 to
18%, which is very sensitive to changes in assumptions -- if operating costs
go up 10%, the ERR becomes negative; yet a 10% increase in either yield or
milk price would raise the ERR to over 30%. This sensitivity results from
the situation with the dairy enterprise whereby benefits and operating costs
are high in relation to the investment and so a relatively small adverse
change in the former produces a seemingly disproportionate reduction in ERR.
A similar situation exists with poultry enterprises.

7.12 Benefits from shallow tubewells are illustrated with two farm models.
In these models, the crops assumed to be grown are wheat and rice. Substitu-
tion of cotton for rice would improve the economic and financial results as
returns to both land and water are higher for cotton than for rice. The one
cusec tubewell in this 20 ac unit model is underutilized and it is assumed
1,000 h of water is sold. This figure is critical. If water sales on a farm
with an electric tubewell drop to 500 h, the ERR would fall from the base
rate of 24% to 14%. The ERR when using a diesel powered pump is lower and
reflects the higher cost of diesel oil relative to electricity.

1/ In the model, total calendar days required for cultivation in the two
seasons are reduced from 102 to 78 as a result of tractorization, thus
cultivation would be more timely and resultant yield increases likely.
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Project Risks

7.13 The project would be the continuation of ADBP IV which has greatly
improved the availability of investment farm credit in Pakistan. One of the
risks attending the project would be that ADBP could fail to achieve its
lending targets because of either institutional difficulties connected with
the rapid growth or the lack of funds to finance the rapid expansion. Under
ADBP's current management there seems little doubt that the administrative
difficulties could be overcome. Neither is there any doubt with respect to
GOP's commitment to expansion of agricultural production for which it con-
siders investment credit as an essential condition. However, in the disbur-
sement schedule a 10% reduction in ADBP's lending targets has been allowed
for. Another risk could be the failure of ADBP to improve its debt recovery
and overdues position. However, with the measures proposed under the project
for reducing the amount of overdues and for the continuous improvement of
collection against current dues the global recovery picture is expected to
improve. Disbursements in the second project year will be contingent on
progress in the overall recovery situation. Recoveries could be affected by
climatic hazards that pose risks to investors and this might cause genuine
difficulties in punctual loan repayments. Since most of ADBP lending would
be done on irrigated farms this risk should not be over estimated. Another
risk could be the failure of GOP to create a competitive market for compact
tractors. In this case disbursement of IBRD/IDA funds might be delayed by
about 3 months and the funds earmarked might require to be reallocated. The
project would have no adverse environmental impact.

VIII. ASSURANCES AND RECOMMENDATIONS

8.01 During negotiations, assurances were obtained from GOP/ADBP that:

(a) ADBP would establish an Appraisal Unit and a Minor Irrigation
Unit by September 30, 1983 and employ consultants by December 31,
1983 (paras 5.02 and 5.03);

(b) ADBP would carry out, for all loans sanctioned farm appraisals in
accordance with procedures set out in Schedule A and acceptable to
IBRD/IDA (para 5.02) and make loans in accordance with onlending
terms and conditions as set out in Schedule B (para 5.06);

(c) ADBP would pay particular attention to the promotion of compact
tractors and other appropriate farm machinery for smallholders
and promote the sale and use of primary tillage implements and
ballast devices with tractors (para 5.05);

(d) ADBP would enter into a contract with one of the research
institutes or universities in Pakistan with terms of reference
acceptable to IBRD/IDA and IFAD, to monitor the impact of
tractorization on farm employment on a continuous basis and
supervise the execution of this contract (para 5.04);
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(e) ADBP would require securities on its loans in accordance with
Schedule B and take steps by October 31, 1983 to initiate
modifications to its collateral requirements (para 5.06);

(f) Of all medium and long-term farmers loans ADBP would channel
in FY84 70% and in FY85 75% to farmers owning 25 ac or less
in each of the two project years, and one-third of the above
lending volume to farmers holding 12.5 ac or less (para 5.07);

(g) GOP would assure a 7% spread to ADBP by supplying SBP funds
at 4% during the first year of the project period. GOP would
cause ADBP to review the spread by June 30, 1984 and furnish
the results to IBRD/IDA for approval (para 5.08);

(h) GOB would increase ADBP's paid up capital as and when needed
to keep its debt equity ratio at 7:1 (para 5.08);

(i) ADBP would continue to make provisions for bad debts, maintain
them at a ratio to total overdues satisfactory to IBRD/IDA and
to build-up general reserves (para 5.08);

(j) GOP would cause ADBP to undertake a write-off exercise by
September 30, 1983; establish, by December 31, 1983, a permanent
write-off policy acceptable to IBRD/IDA; apply this policy
at the end of each year; and, by May 31, 1984 furnish a report
on the impact of the measures taken to IBRD/IDA (para 5.10);

(k) ADBP would designate, by December 31, 1983, one experienced
staff in each Region as rescheduling officer (para 5.10); and

(1) ADBP would reach minimum loan recovery rates of at least 70%
by June 30, 1984 and 75% by June 30, 1985 (para 5.10).

8.02 It would be a condition of Loan/Credit effectiveness that a sub-
sidiary loan agreement between GOP and ADBP has been executed.

8.03 With the above assurances and conditions the proposed project would
be suitable for an IDA credit of SDR 44.3 (US$47.8) and an IBRD loan of
US$10 M on standard IBRD/IDA terms. The borrower would be the Islamic
Republic of Pakistan.
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Schedule A

PAKISTAN

FIFTH AGRICULTURAL DEVELOPMENT BANK PROJECT

Loan Appraisal Procedures

1. Loan supervisors will contact individually all farmers interested

in obtaining loans at their farms and would carry out the following steps:

(a) Assist the farmer to complete a proforma containing details
on land holdings; (owned and operated, leased, sharecropped,
etc.) crops grown; seeds, fertilizer and pesticides used;
yields obtained; water availability and sources; livestock;
work animals; tractors; tubewells; implements and other farm
equipment; outstanding loans; cash available; and any other
special features;

(b) Once the proforma is completed, together with the farmer;

(i) assess and determine constraints for future development;
and

(ii) prepare and assess an appropriate agricultural plan,
which for all tractor loans, should include information
regarding possible displacement of tenants and labor;

(c) Formulate an investment program;

(d) Formulate a cash flow and determine farmers loan requirements
(seasonal and/or developmental loan) and repayment based on
the above projection;

(e) In the event of the area to be cultivated being smaller than
the optimum area serviceable by the proposed investment,
verify whether sufficient custom work is available; and

(f) Identify proposed loan security.

2. In preparing proforma farm budgets and investment programs specified
above, loan supervisors would use regional data prepared and updated by the
Appraisal Unit in ADBP s Credit Division.

3. Farm equipment likely to have excessive labor-displacing characteris-
tics such as combine harvesters, and equipment not tested and found suitable
under Pakistan conditions would not be eligible for funding by the Associa-
tion, the Bank and the Fund.



-46-
Schedule B
Page

PAKISTAN

FIFTH AGRICULTURAL DEVELOPMENT BANK PROJECT

General Lending Terms and Conditions

1. To Agricultural Development Bank of Pakistan

(a) On all funds, interest rate of 4% per annum;

(b) Repayment of the Association, Bank and Fund contributions
over a period of 20 years, including a five-year grace period;

(c) On other funds, repayment period in accordance with repayment
terms of loans to ultimate borrowers; and

(d) On the Association, the Bank and Fund contributions, the
Borrower to bear the foreign exchange risk.

2. ADBP to Farmers and Farmers Groups

(a) Interest rate of not less than 11% per annum, with an additional
3% penal interest in case of default;

(b) A once and for all evaluation fee up to 0.5% of the cost of the
amount of the loan may be charged;

(c) Farmers contributions:

(i) by farmers, owning 25 ac 1/ or less, minimum of 5% of
cost of investment; and

(ii) by farmers, owning more than 25 ac, minimum of 10% of
cost of investment.

1/ Of irrigated land. One ac of irrigated land is assumed to be the equiv-
alent of 2 ac rainfed land.
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Schedule B
Page 2

3. General

(a) Each branch shall maintain separate books for lending to
farmers owning 25 ac or less, for farmers owning 12.5 ac
or less and the landless;

(b) Loans up to the maximum amount set by the Borrower for surety
loans would be secured by personal surety or any other form
of security acceptable to ADBP;

(c) Loans exceeding the maximum amount set by the Borrower for
surety loans would be secured by land mortgage or lien on
the capital items financed or any other collateral acceptable
to ADBP;

(d) ADBP shall require each applicant:

(i) to settle or reschedule overdue institutional debts;

(ii) to produce a farm plan:

(A) detailing the use of the items to be financed; and

(B) to undertake to hire out excess tractor or tubewell
capacity or, as appropriate, sell water to neighbors,
in the event of the area to be cultivated being
smaller than the optimum area serviceable by the
proposed investment.

The above lending terms and conditions are subject to modifications by
agreement between the Borrower, the Association, the Bank, the Fund and ADBP.



PAKISTAN
FIFTH AGRIC. DEVELOPMENT BANK PROJECT

Sumearg Account bv Time
(RUPEES '000)

Base Costs +
Base Costs Price Cant. on Foreign Exchange

----------------------------------- Base Costs ------------ --
Unit Unit Cost No. of Units 83/84 84/85 Total (USS '000) Z Amount

1. INVESTMENT COSTS

A. TRACTORS BELOW 30 hp

TRACTORS FOR FARMERS WITH 25 ac OR LESS No 51.3-51.3 5.858 90,925.0 209,322.3 300,247.3 25,578.0 75.1 225,385.4
TRACTORS FOR FARMERS ABOVE 25 ac No 51.3-51.3 2,242 41,208.4 73,703.6 114,912.0 9,750.5 75.1 86,260.5

Sub-Total TRACTORS BELOW 30 hp 132,133.4 283,025.8 415,159.2 35,328.5 75.1 311,645.9
Price Contingencies - 6,950.1 37,160.6 44,110.7 - 75.1 33,132.9

Sub-Total INCLUDING CONTINGENCIES 139,083.5 320,186.5 459,270.0 35,328.5 75.1 344,778.7
Taxes - 18,637.2 42,905-0 61,542.2 - 0.0 0.0
Foreign Exchange - 104,401.9 240,376.8 344,778.7 - 0.0 0.0

B. TRACTORS 40-50 hp

TRACTORS FOR FARMERS WITH 25 ae OR LESS No 88.2 189269 787,068.1 824,198.9 1,611,267.0 135,436.7 43.2 6950369.9
TRACTORS FOR FARMERS ABOVE 25 ac No 88.2 7,191 347,936.3 286,286.8 634,223.1 53,080.8 43.2 273,709.8

Sub-Total TRACTORS 40-50 hp 1,135,004.4 1,110,485.7 2,245,490.1 188,517.5 43.2 969,079.7
Price Contingencies - 59,819.1 145,418.3 205,237.4 - 43.2 88,726.1

Sub-Total INCLUDING CONTINGENCIES 1,194,823.5 1,255,904.0 2,450,727.5 188,517.5 43.2 1,057,805.8
Taxes - 57,351.5 60,283.4 117,634.9 - 0.0 0.0
Foreisn Exchange - 515,578.7 542,227,1 1,057,805.8 - 0.0 0.0

C. TRACTORS ABOVE 50 hp

TRACTORS FROM IDA COUNTRIES
FOR FARMERS WITH 25 ac OR LESS No 111.6-111.6 2,334 114,691.5 145,707.4 260,398.9 21,965.3 62.1 161,751.6

TRACTORS FROM NON IDA COUNTRIES
FOR FARMERS WITH 25 ac OR LESS No 111.6-111.6 1,167 57,345.8 72,853.7 130,199.4 10,982.6 62.1 80,875.8

TRACTORS FROM IDA COUNTRIES >
FOR FARMERS ABOVE 25 ac No 111.6-111.6 925 51,879.0 51,321.1 103,200.1 8,666.4 62.1 649104.6 IQ 2

TRACTORS FROM NON IDA COUNTRIES
FOR FARMERS ABOVE 25 ac No 111.6-111.6 463 25,995.3 25,660.6 51,655.8 4,337.7 62.1 32,087.0

Sub-Total TRACTORS ABOVE 50 hp 249,911.5 295,542.7 545,454.3 45,952.0 62.1 338,819.0
Price Contin§encies - 139154.6 38,766.9 51,921.5 - 62.2 32,284.5

Sub-Total INCLUDING CONTINGENCIES 263066.1 334,309.6 597,375.8 45,952.0 62.1 371,103.5
Taxes - 35,250.9 44,797.5 80,048.4 - 0.0 0.0
Foreign Exchanse - 163,397.3 207,706.3 371,103.5 - 0.0 0.0



D. IMPLEMENTS FOR TRACTORS BELOW 30 hp

1. PACKAGE 1 , COMPLETE IMPLEMENT SET /a

IMPLEMENTS FOR FARMERS
WITH 25 ac OR LESS No 31.1-31.1 332 29428.9 7,909.5 10,338.3 864,8 40.1 40150.1

IMPLEMENTS FOR FARMERS
ABOVE 25sac No 31.1-31.1 131 1,152.2 2,927.1 4,079.3 347.9 40.1 1)637.6

Sub-Total PACKAGE i , COMPLETE IMPLEMENT SET /a 31581.1 10,836.6 14,417.6 1232.7 40.1 50787.7

Price Contingencies - 188.7 1,419.1 1.607.9 - 40.3 647.2

Sub-Total INCLUDING CONTINGENCIES 3,769.8 12,255.7 16,025.5 1,232.7 40.2 60434.9

Taxes - 505.2 1,642.3 2,147.4 - 0.0 0.0

Foreign Exchange - 1.513.1 40921.8 6,434.9 - 0.0 0.0

2. PACKAGE 2, PRIMARY AND SECONDARY
TILLAGE IMPLEMENT AND TRAILER

IMPLEMENTS FOR FARMERS
WITH 25 ac OR LESS No 23.9-23.9 711 3,517.8 13t496.8 17,014.6 1,459.0 35.1 5.979.1

IMPLEMENTS FOR FARMERS
ABOVE 25ac No 23.9-23.9 265 1,579.4 4,762.2 6,341.6 542,2 35.1 2,228.5

Sub-Total PACKAGE 2. PRIMARY AND SECONDARY
TILLAGE IMPLEMENT AND TRAILER 5,097.2 18,259.0 23,356.2 2,001.2 35.1 8w207.7

Price Contingencies - 268.7 2,390.1 2,658.8 - 35.3 937.3

Sub-Total INCLUDING CONTINGENCIES 59365.9 20,649.2 26,015.1 2,001.2 35.2 9,145.0

Taxes - 590.3 2.271,4 2,861.7 - 0.0 0.0

Foreign Exchange - 1,885.4 7.259.6 9,145,0 - 0.0 0.0

3. PACKAGE 3, SECONDARY
TILLAGE IMPLEMENT AND TRAILER

IMPLEMENTS FOR FARMERS
WITH 25 ac OR LESS No 20.3-20.3 1,390 6,575.5 217634.3 28,209.9 2,414.1 10.1 2P837.7

IMPLEMENTS FOR FARMERS
ABOVE 25ac No 20,3-20.3 521 2,963,1 79610.6 10,573.6 901.9 10.1 1w063.6

Sub-Total PACKAGE 3, SECONDARY 
x

TILLAGE IMPLEMENT AND TRAILER 9,538.6 29,244.9 38,783.5 3,316.0 10.1 3,901.3

Price Contingencies - 503.5 3,821.2 4,324.8 - 10.1 437.0

Sob-Total INCLUDING CONTINGENCIES 10,042.1 33Y066.1 43,108.3 3,316.0 10.1 4,338.4

Taxes - 913.8 3,009.0 3.922.9 - 0.0 0.0

Foreign Exchange - 1,010.0 3,328.4 4,338.4 - 0.0 0.0



4. PACKAGE 4, SECONDARY TILLAGE
IMPLEMENT

IMPLEMENTS FOR FARMERS
WITH 25 aC OR LESS No 3.6-3.6 2,466 2,061.8 6,921.1 8F982.8 768.9 10.1 903.6

IMPLEMENTS FOR FARMERS
ABOVE 25ac No 3.6-3.6 929 936.2 2,447.9 39384.0 288.7 10.1 340.4

Sub-Total PACKAGE 4t SECONDARY TILLAGE
IMPLEMENT 2,997.9 9.368.9 12,366.9 1,057.6 10.1 1,244.0

Price Contingencies - 158.3 1,224.2 1,382.4 - 10.1 139.7

Sub-Total INCLUDING CONTINGENCIES 3,156.2 10,593.1 139749.3 1,057.6 10.1 1.383.7
Taxes - 287.2 964.0 19251.2 - 0.0 0.0
Foreign Exchanse - 317.4 1,066.3 1,383.7 - 0.0 0.0

Sub-Total IMPLEMENTS FOR TRACTORS BELOW 30 hp 21,214.8 67,709.5 88,924.2 7,607.5 21.5 19,140.7
Price Contingencies - 1,119.3 8.854.6 9,973.9 - 21.7 2,161.3

Sub-Total INCLUDING CONTINGENCIES 22,334.0 76.564.1 98.898.1 7,607.5 21.5 21,302.0
Taxes - 2,296.4 7,886.7 10,183.1 - 0.0 0.0
Foreign Exchange - 49725.9 16,576.1 21,302.0 - 0.0 0.0

E. IMPLEMENTS FOR TRACTORS 40-50 hp

1. PACKAGE 1, COMPLETE IMPLEMENT SET

IMPLEMENTS FOR FARMERS 0
WITH 25 ac OR LESS No 37.7 1,639 20,048.8 41,718.1 61,766.8 59252.8 40.1 24,795.1

IMPLEMENTS FOR FARMERS
ABOVE 25ac No 37.7 631 9,082.3 14,697.4 23,779.7 2,014.1 40.1 9,545.9

Sub-Total PACKAGE 1 , COMPLETE IMPLEMENT SET 29,131.0 56,415.5 85,546.5 7.266.9 40.1 34,341.0
Price Contingencies - 19535.2 7,388.1 8923.3 - 40.2 3,590.7

Sub-Total INCLUDING CONTINGENCIES 30,666.3 63,803.6 94,469.9 7,266.9 40.2 37,931.7
Taxes - 4,109.3 89549.7 12,659.0 - 0.0 0.0
Foreign Exchange - 12,308.8 259622.9 379931.7 - 0.0 0.0

2. PACKAGE 2, PRIMARY AND SECONDARY
TILLAGE IMPLEMENT AND TRAILER

IMPLEMENTS FOR FARMERS
WITH 25 ac OR LESS No 28,4-28.4 3,019 33,382.3 52t243.1 85,625.4 7,248,0 35.1 309089.8

IMPLEMENTS FOR FARMERS
ABOVE 25ac No 28.4-28.4 1,180 15,088.7 18B378.7 339467.4 2,820.7 35.1 117608

Sub-Total PACKAGE 2, PRIMARY AND SECONDARY w
TILLAGE IMPLEMENT AND TRAILER 48,470.9 709621.8 119,092.7 10,068.7 35.1 41,850.6

Price Contingencies - 2,555.3 9Y244.5 11,799.8 - 35.2 4,156.6

Sub-Total INCLUDING CONTINGENCIES 51,026.3 79,866.3 130,892.5 10,068.7 35.1 46.007.2
Taxes - 5,612.9 8B785.3 14,398.2 - 0.0 dio
Foreign ExcbanAe - 17,928.6 28,078.6 46,007.2 - 0.0 0.0



3. PACKAGE 31 SECONDARY TILLAGE
IMPLEMENT AND TRAILER

IMPLEMENTS FOR FARMERS
WITH 25 ac OR LESS No 23.5-23.5 5,370 53,346.2 727962.9 126,309.0 10,666.1 10.1 12,705.8

INPLEIENTS FOR FARMERS
ABOVE 25ac No 23.5-23.5 2,110 24,038.7 25,591.1 49,629.8 4,172.5 10.1 4t992.4

Sub-Total PACKAGE 3, SECONDARY TILLAGE
IMPLEMENT AND TRAILER 77,384.9 98,554.0 175,938.9 14,838.6 10.1 17,698.2

Price Contingencies - 4,085.2 12,877.3 16,962.5 - 10.1 1,712.0

Sub-Total INCLUDING CONTINGENCIES 81.470.1 111,431.3 192,901.3 14838.6 10.1 19,410.2
Taxes - 7,413.8 10,140.2 17,554.0 - 0.0 0.0
Foreign Exchan§e - 8,193.6 11,216.6 19,410.2 - 0.0 0.0

4. PACKAGE 4, SECONDARY TILLAGE
IMPLEMENT

IMPLEMENTS FOR FARMERS
WITH 25 ac OR LESS No 4.8-4.8 9,001 17,512.7 25,579.7 43,092.4 3,643.0 10.1 4f334.8

IMPLEMENTS FOR FARMERS
ABOVE 25ac No 4.8-4.8 3,505 7,856.3 8,923.9 16,780.2 1,412.4 10,1 1I688.0

Sub-Total PACKAGE 4, SECONDARY TILLAGE
IMPLEMENT 25,369.0 34,503.6 59,872.6 5,055.4 10.1 6,022.8 1

Price Contingencies - 1,339.2 4,508.3 5Y847.6 - 10.1 590.2 L_

Sub-Total INCLUDING CONTINGENCIES 26,708.3 39,011.9 65,720.1 5,055.4 10.1 6,613.0
Taxes - 29430.5 3,550.1 5,980.5 - 0.0 0.0
Foreign Exchange - 2,686.1 3,926.9 6,613,0 - 0.0 0.0

Sub-Total IMPLEMENTS FOR TRACTORS 40-50 hp 180,355.9 260,094.8 440,450.7 37,229.5 22.7 99,912.6
Price Contingencies - 9,515.0 34,018.2 43,533.2 - 23.1 10,049.5

Sub-Total INCLUDING CONTINGENCIES 189,870.9 294w113.0 483,983.9 37,229.5 22,7 109,962.1
Taxes - 19,566.4 31,025.3 50,591.7 - 0,0 0.0
Foreign Exchange - 41,117.1 68,845.0 109,962.1 - 0.0 0.0

F. IMPLEMENTS FOR TRACTORS ABOVE 50 hP

1. PACKAGE 1, COMPLETE IMPLEMENT SET

IMPLEMENTS FOR FARMERS
WITH 25 ac OR LESS No 63.2-63.2 261 4,926.7 11,558.7 16,485.3 1,404.6 50.1 8,265.8

IMPLEMENTS FOR FARMERS x
ABOVE 25ac No 63.2-63.2 100 2j210.7 4,105.5 6,316.2 536.2 50.1 3,167.0

Sub-Total PACKAGE 1 * COMPLETE IMPLEMENT SET 7,137.3 15,664.2 22,801.5 1,940.8 50.1 11,432.8
Price Contingencies - 375.9 2,052.9 2,428.8 - 50.2 1,220.2

Sub-Total INCLUDING CONTINGENCIES 7,513.3 17,717.1 25t230.4 1,940.8 50.1 12,653.0
Taxes - 1,006.8 2,374.1 3w380.9 - 0.0 0.0
Foreign Exchange - 3,766.8 8,886.2 12,653.0 - 0.0 0.0



2. PACKAGE 2, PRIMARY AND SECONDARY
TILLAGE IMPLEMENT AND TRAILER

IMPLEMENTS FOR FARMERS
WITH 25 ac OR LESS No 37.6-37.6 603 8,264.6 14,387.9 22,652.4 1,921.0 45.1 10,227.1

IMPLEMENTS FOR FARMERS
ABOVE 25ac No 37.6 235 3,756.6 5,071.4 8,828.1 745.4 45.1 3,985.7

Sub-Total PACKAGE 2, PRIMARY AND SECONDARY
TILLAGE IMPLEMENT AND TRAILER 12,021.2 19,459.3 31,480.5 2,666.4 45.1 14,212.7

Price Contingencies - 633.4 2,549.1 3,182.5 - 45.2 1,439.8

Sub-Total INCLUDING CONTINGENCIES 12,654.6 22,008.4 34,663.0 2,666.4 45.2 15,652.5
Taxes - 1,392.0 2,420.9 3,812.9 - 0.0 0.0
Foreign Exchanse - 5,712.6 9,939.9 15,652.5 - 0.0 0.0

3. PACKAGE 3, SECONDARY TILLAGE
IMPLEMENT AND TRAILER

IMPLEMENTS FOR FARMERS
WITH 25 ac OR LESS No 32.3-32.3 1,043 13,458.9 20,204.4 33,663.3 2,847.3 15.1 5,077.6

IMPLEMENTS FOR FARMERS
ABOVE 25ac No 32.3-32.3 410 6,100.1 7,132.9 13,232.9 1,114.4 15.1 1,996.0

Sub-Total PACKAGE 3, SECONDARY TILLAGE
IMPLEMENT AND TRAILER 19,558.9 27,337.3 46,896.3 3,961.7 15.1 7,073.6

Price Contingencies - 1032.3 3,573.2 4,605.5 - 15.1 696.9

Sub-total INCLUDING CONTINGENCIES 20,591.2 30,910.5 51,501.7 3,961.7 15.1 7,770.5
Taxes - 1,873.8 2,812.9 4,686.7 - 0.0 0.0
Foreign Exchange - 3,105,2 4,665.3 7f770.5 - 0.0 0.0

4. PACKAGE 49 SECONDARY TILLAGE
IMPLEMENT

IMPLEMENTS FOR FARMERS
WITH 25 ac OR LESS No 6.2-6.2 1,883 4,329.1 7,433.8 11,762.8 997.2 15.1 1,774.2

IMPLEMENTS FOR FARMERS
ABOVE 25ac No 6.2-6.2 731 1,955.3 2,611.2 4,566.5 385.5 15.1 688.8

Sub-Total PACKAGE 4i SECONDARY TILLAGE
IMPLEMENT 6,284.3 10,045.0 16,329.3 1,382.6 15.1 2,463.0

Price Contingencies - 331.7 1,313.0 1,644.6 - 15.1 248.9

Sub-Total INCLUDING CONTINGENCIES 6,616.0 11,357.9 17f973.9 lf382.6 15.1 2,711.9
Taxes 602.1 1,033.6 1,635.6 - 0.0 0.0 Ux

Foreign Exchange - 997.7 1,714.2 2,711.9 - 0.0 0.0 F

Sub-Total IMPLEMENTS FOR TRACTORS ABOVE 50 hp 45,001.8 72,505.8 117,507.6 9,951.5 29.9 35,182.1
Price Contingencies - 2,373.3 9,488.2 11,861.4 - 30.4 3,605.9

Sub-Total INCLUDING CONTINGENCIES 47,375.0 81,993.9 129,369.0 9,951.5 30.0 38,787.9
Taxes - 4,874.6 8,641.4 13,516.1 - 0.0 0.0
Foreign Exchange - 13,582.3 25,205.6 38,787.9 - 0.0 0.0



G. STATIONARY THRESHERS
(FOR ALL TRACTOR SIZES)

THRESHERS FOR FARMERS
WITH 25 ac OR LESS No 20.8-20.8 987 8,662.3 11,889.9 206552.2 1,735.7 15,1 3,100.0

THRESHERS FOR FARMERS
ABOVE 25 ac No 20.8-20.8 391 39935.5 4,206.2 8,141,7 684.6 15.1 1,228.1

Sub-Total STATIONARY THRESHERS
(FOR ALL TRACTOR SIZES) 12,597.8 16,096.1 28,693.9 2,420.2 15.1 4,328.0

Price Contingencies - 664.9 2,103.9 2,768.8 - 15.1 418.9

Sub-Total INCLUDING CONTINGENCIES 13,262,7 18,200.0 31,462.7 2,420.2 15.1 4,746.9
Taxes - 1,206.9 1,656.2 2,863.1 - 0.0 0,0

Foreign Exchange - 2,000.1 2,746.9 4,746.9 - 0,0 0,0

H. REAPERS (FOR ALL
TRACTOR SIZES)

REAPERS FOR FARMERS
WITH 25 ac OR LESS No 33.8 294 3,688.3 6,259.9 9,948,1 843.2 15.1 1,500.5

REAPERS FOR FARMERS
ABOVE 25 ac No 33.8 114 19658.0 2,199.4 39857.4 325.6 15.1 581.8

Sub-Total REAPERS (FOR ALL
TRACTOR SIZES) 59346.3 8,459.3 13,805.6 1,168.7 15.1 2,082.4

Price Contingencies - 282.2 1,105.7 1,387,9 - 15,1 210.1

Sub-Total INCLUDING CONTINGENCIES 5,628,4 9,565,0 15t193.4 1,168.7 15.1 2,292.4
Taxes - 512.2 870.4 1,382.6 - 0,0 0.0

Foreign Exchange - 848.8 1,443.6 2f292.4 - 0.0 0,0

I. SHALLOW TUBEWELLS WITH ELECTRIC MOTORS

1. WELLS /b

WELLS FOR FARMERS
WITH 25 ac OR LESS No 16,7-16.7 4,143 20,131.3 48,911.7 69,043,0 5,884.7 21.1 14,573.8

WELLS FOR FARMERS
ABOVE 25ac No 16,7-16,7 1,575 9,082,4 17,164.9 26,247.3 2,228.5 21.1 5,540.4

Sub-Total WELLS lb 29i213.7 66,076,6 95,290.3 8,113.2 21.1 20,114.2
Phxsical Contingencies - 2,921,4 6,607.7 9.529.0 - 21.1 2,011.4

Price Continsencies - 1,695,5 9,504.1 11,199,6 - 21.2 2,372.7

Sub-Total INCLUDING CONTINGENCIES 33.830,5 82,188.4 116,019.0 8,113.2 21.1 24,498,3
Taxes - 2,266,6 5,506.6 7,773.3 - 0.0 0.0

Foreian Exchange - 7,139.7 17,358.6 24f498.3 - 0.0 0.0

2. CIVIL WORKS FOR WELL HEAD /c

WELLHEADS FOR FARMERS
WITH 25 ax OR LESS No 6.2-6.2 4,143 7,537.9 18,314.4 25,852.3 2,203.2 0.0 0.0 a,

WELLHEADS FOR FARMERS
ABOVE 25ac No 6.2-6.2 1,575 3.400,8 6,427.2 9,828,0 834.4 0.0 0.0

Sub-Total CIVIL WORKS FOR WELL HEARD /c 10,938,7 24,741.6 35,680.3 3,037.6 0.0 0.0
Phxsical Coritingencies - 1,093.9 2,474.2 3f560,0 - 0.0 0.0

Price Contingencies - 635.5 3,553.5 4f189.1 - 0.0 0.0

Sub-Total INCLUDING CONTINGENCIES 12,668.1 30,769.3 43,437.4 3,037.6 0.0 0.0



3. PUMPING SETS

PUMPING UNITS FOR FARMERS
WITH 25 ac OR LESS No 13.5-13.5 4,143 169362.1 39,754.0 56,116.1 4,783.0 25.1 14,096.7

PUMPING UNITS FOR FARMERS
ABOVE 25 ac No 13.5-13.5 1,575 7,381.9 13,951.1 219333.0 1,811.3 25.1 5,359.0

Sub-Total PUMPING SETS 23,744.0 53,705.1 77,449.1 6,594.3 25.1 19,455.7
Price Contingencies - 1,252.5 7,024.7 8,277.2 - 25.2 2,086.4

Sub-Total INCLUDING CONTINGENCIES 24,996.5 60,729.8 85,726.3 6,594.3 25.1 21,542.1
Tax:es - 2,274,7 5,526.4 7,801.1 - 0.0 0.0
Foreisnr Exchanae - 6,278.2 15,263.9 21,542.1 - 0.0 0.0

4. POWER CONNECTIONS

CONNECTIONS FOR FARMERS
WITH 25 at OR LESS No 36.6-36.6 4,143 44,174.3 107,327.5 151,501.8 12,915.7 60.1 91,086.3

CONNECTIONS FOR FARMERS
ABOVE 25 at No 36.6 1,575 19,929.6 37,665.2 57,594.8 4,891.1 60.1 34,627.3

Sub-Total POWER CONNECTIONS 64,103.9 144,992,6 209,896.6 17,006.7 60.1 125,713.7
Price Contingencies 39374.6 19,016.2 22,390.8 - 60.2 13.481.3

Sub-Total INCLUDING CONTINGENCIES 67f478.5 164,008.8 231,487.3 17,806.7 60.1 139,194.9
Taxes - 9,042.1 21,977.2 31,019.3 - 0.0 0.0
Foreiar Exchange - 40,566.7 98,62B.3 139,194.9 - 0.0 0.0

Sub-Total SHALLOW TUBEWELLS WITH ELECTRIC MOTORS 128,000.4 289,515.9 417,516.3 35,551.8 39.6 165,283.5
Phasical Contirsericies - 4,015.2 9.081.8 13,097.1 - 15.4 2,011.4
Price Continsencies - 6,958.1 39,098.6 46,056.7 - 39,0 17,940.4

Sub-Total INCLUDING CONTINGENCIES 138t973,7 337,696.3 476,670.0 35.551.8 38.9 185.235.3
Taxes - 13,583.5 33,010.2 46,593.7 - 0.0 0.0
Foreisn Exchanae - 53,984.6 131,250.7 185,235.3 - 0.0 0.0

J. SHALLOW TUBEWELLS WITH DIESEL ENGINES

1. WELLS /d

WELLS FOR FARMERS
WITH 25 ac OR LESS No 16.7-16.7 923 4,499.5 10,882.2 15,381.8 1,310.9 21.1 39246,8

WELLS FOR FARMERS
ABOVE 25ac No 16.7-16.7 351 2.033.1 3,B16.3 5,849.4 496.6 21.1 1,234.7

Sub-Total WELLS /d 6p532.7 14,698.5 21,231.2 1,07.5 21.1 4.481.5
Phasical Continrencies - 653.3 1,469.9 2,123.1 - 21.1 448.2
Price Contingencies - 379,1 2,114.2 2,493.3 - 21.2 528.2

Sub-Total INCLUDING CONTINGENCIES 7,565.1 18,282.5 25,847.6 1,807.5 21.1 59457.9
Taxes - 506.9 1,224.9 1,731.8 - 0.0 0.0
Foreias Exchange - 1596.6 3,861.4 5,457.9 - 0.0 0,0 'IC

2. CIVIL WORKS FOR WELL HEAD /e px z

WELLHEADS FOR FARMERS -
WITH 75 ac OR LESS No 6.2 923 1.684.8 4,074.7 5,759,5 490.8 0.0 0.0

WELLHEADS FOR FARMERS
ABOVE 25ac No 6.2-6.2 351 761.3 1,429.0 2,190.2 185.9 0.0 0.0

Sub-Total CIVIL WORKS FOR WELL HEAD /e 2,446,1 5,503.7 7,949.8 676.7 0.0 0.0
Phasical Contingencies - 244.6 550.4 795.0 - 0.0 0.0
Price Continsencies - 142.1 790.5 932.6 - 0.0 0.0

Sib-Total INCLUDING CONTINGENCIES 2,832.B 6,844.5 9,677.3 676.7 0.0 0.0



3. PUMPING SETS

PUMPING UNITS FOR FARMERS
WITH 25 ac OR LESS No 25.4-25.4 923 6,863.8 16,600.2 23,464.0 2,000.1 50.1 11,764.9

PUMPING UNITS FOR FARMERS
ABOVE 25ac No 25.4-25.4 351 39101.4 5,021.5 0Si22.9 757.6 50.1 4,474.0

Sub-Total PUMPING SETS 9,965.2 22,421.7 32,387.0 2,757.7 50.1 16,238.9
Price Contingencies - 524.9 2,938.5 3,463.4 - 50.2 1,740,0

Sub-Total INCLUDING CONTINGENCIES 10,490.1 25,360.2 35,850,3 2,757.7 50.1 17,978.9
Taxes 1,405.7 3,398.3 4,803.9 - 0.0 0.0
Foreigri Excharige 5,259.2 12,719,7 17,978.9 - 0.0 0,0

Sub-Total SHALLOW TUBEWELLS WITH IIIESEL ENGINES 18,944.0 42,623.9 61,567.9 5,242.0 33.7 20,720.5
Phasocal Contingencies - 897.9 2,020.2 2,918.1 - 15.4 448,2
Price Contir,aencoes - 1,046.1 5,843.1 6,889.3 - 32.9 2,26802

Sub-Total INCLUDING CONTINGENCIES 20888.0 50,487.3 71,375.3 5,242.0 32.8 23,436.0
Taxes - 1912.5 4,623.2 6,535.7 - 0.0 0.0
Foreigr, Exchar,ge - 6P855.8 16,581.0 23,436.8 - 0.0 0.0
D. DEEP TUBEWELLS WITH ELECTRIC MOTORS

1. WELLS 'f

WELLS FOR FARMERS
WITH 25 ac OR LESS No 111.9-111.9 76 2,348,9 6,151.9 8,500.9 725.5 59.1 5,027.8

WELLS FOR FARMERS
ABOVE 25ac No 111,9-111.9 30 1,118.5 2,237.1 3,355.6 285.2 59.1 1,984.6

Sub-Total WELLS /f 3,467.5 8,389.0 11856.5 1,010.7 09.1 7,012,4
Phasical Contintencies - 346.7 838.9 1,185.6 - 59.1 701.2
Price Coritirigencies - 200.8 1,209.8 1,410.6 - 59.2 830.0

Sub-Total INCLUDING CONTINGENCIES 4,015.1 10,437.7 14945128 1,010.7 59.2 8,549.4
Taxes - 269.0 699.3 968.3 - O.C 0.0
Foreiar, Exchange - 2,374,5 6,175.0 8,049.4 - 0.0 0.0

2. CIVIL WORKS FOR WELL HEAD /g

WELLHEAAS FOR FARMERS
WITH 25 ac OR LESS No 7.3 76 152.9 400.4 553.3 47.2 0.0 0.0

WELLHEADS FOR FARMERS
ABOVE 25ac No 7,3 30 72.8 145.6 218.4 18.6 0.0 0.0

Sub-Total CIVIL WORKS FOR WELL HEAt' /I 225.7 546.0 771.7 65.8 0.0 0.0Phusical Cor,tingencies - 22.6 54.6 77.2 - 0.0 0.0
Price Contingencies - 13.1 78.4 91.5 - 0.0 0.0

Sub-Total INCLUDlNG CONTINGENCIES 261.4 679.0 940.4 65.8 0.0 0.0 '7 3. PUMPING SETS

PUMPING UNITS FOR FARMERS WITH 25 ac OR LESS No 84,0-84.8 76 1,780.8 4,664.1 6,444.9 550.1 47.0 3Y029.1
PUMPING UNITS FOR FARMERS ABOVE 25ac No 84.8-84.8 30 848.0 1,696.0 2,544.0 216.3 47.0 1095,7

Sub-To'al PUMPING SETS 2,628.8 6,360.1 8,989.0 766.4 47.0 4,224,8
Price Contingencies - 138.2 835.8 974.0 - 47.0 457.8

Sub-Total INCLUDING CONTINGENCIES 20767,0 7,195.9 9,962.9 766.4 47.0 4,682.6
Taxes - 1,466.5 3,813.8 5,280.4 - 0.0 0.0
Foreign Exchange - 1.300.5 3,382.1 4,682.6 - 0.0 0.0



4. POWER CONNECTION

CONNECTIONS FOR FARMERS
WITH 25 ac OR LESS No 36.6-36.6 76 767.9 2,011.2 20779.2 237.2 60.1 1,670,9

CONNECTIONS FOR FARMERS
ABOVE 25 ar No 36.6 30 365.7 731.4 1,097.0 93.2 60.1 659.6

Sub-Total POWER CONNECTION 1,133.6 2,742.6 3Y876.2 330.4 60.1 2,330.5
Price Contingencies - 59,7 359,7 419.4 - 60.2 252.5

Sub-Total INCLUDING CONTINGENCIES 1,193.3 3,102.3 49295.6 330.4 60.1 2,583.0
Taxes - 159.9 415.7 575.6 - 0.0 0.0
Foreign Exchanse - 717.4 1,865.6 2,583.0 - 0.0 0.0

Sub-Total DEEP TUBEWELLS WITH ELECTRIC MOTORS 79455.6 18,037.7 25,493.3 2,173.3 53.2 13,567.7
Phvsical Contirnencies - 369.3 893.5 1,262.8 - 55.5 701.2
Price Contirigericies - 411.8 2,483.7 2,895.5 - 53.4 1,546.1

Sub-Total INCLUDING CONTINGENCIES 8S236.7 21,414.9 29,651.7 2,173.3 53.3 15,815.0
Taxes - 1,895.4 4,928.9 6,824.3 - 0.0 0.0
Foreign Exchanse 4,392.3 11,422.6 15,815.0 - 0.0 0.0

L. HIGH YIELDING BUFFALOS

HIGH YIELDING BUFFALOS FOR
FARMERS WITH 25 ac OR LESS No 8.3-8.3 21,618 65,403.5 114,458.2 179,861.8 15,250.8 0.0 0.0

HIGH YIELDING BUFFALOS FOR
FARMERS ABOVE 25 ac No 8.3-8.3 8,394 29,577.6 40,260.5 69,838.1 5,896.7 0.0 0.0

Sub-Total HIGH YIELDING BUFFALOS 94,981.1 154,718.7 249,699.8 21,147.5 0.0 0.0
Price Cor,tirigericies - 5,016.8 20,201.5 25,218.3 - 0.0 0.0

Sub-Total INCLUDING CONTINGENCIES 99,997.9 174,Y920.2 274,918.1 21,147.5 0.0 0.0
M. MEIIIUM YIELDING BUFFALOS

MEDIUM YIELDING BUFFALOS FOR
FARMERS WITH 25 ac OR LESS No 6.2 12,589 28,566.7 49,988.6 78S555.4 6,660.9 0.0 0.0

MEDIUM YIELDING BUFFALOS FOR
FARMERS APOVE 25 ac No 6.2 4,881 12,904.3 17,553.1 30,457.4 2,571.6 0.0 0.0

Sub-Total MEDIUM YIELDING BUFFALOS 41,471.0 67,541.8 109,012.8 9,232.5 0.0 0.0
Price Continsencies - 2,190.4 8,818.9 11,009.3 - 0.0 0.0

Sub-Total INCLUDING CONTINGENCIES 43,661.5 76,360.6 120,022.1 9,232.5 0.0 0.0 rd
N. FRIESIAN CROSSBRED COWS >

CROSSfRE8 COWS FOR
FARMERS WITH 25 ac OR LESS No 8.3 1,802 5,690.9 9,301.8 14,992.6 1,269.8 0.0 0.0

CROSSBRED COWS FOR
FARhERS ABOVE 25 ac No 8.3-8.3 713 2,570.9 3,361.3 5,932.2 500.5 0.0 0.0

Sub-Total FRIESIAN CROSSBRED COWS 8,261.8 12,663.0 20,924.8 1,770.4 0.0 0.0
frice Cortirsercies - 436.4 1,653.4 2,089.8 - 0.0 0.0

Sub-Total INCLUDING CONTINGENCIES 8,698.1 14,316.4 23,014.6 1,770.4 0.0 0.0



0. SHEDS AND EQUIPMENT

SHEDS AND EQUIPMENT FOR
FARMERS WITH 25 sC OR LESS No 3.7-3.7 4,027 5,541.3 9,546.5 15,087.9 i,279.i 10.1 1,517i8

SHEDS AND EQUIPMENT FOR
FARMERS ABOVE 25 ac No 3.7-3.7 711 1,139.0 1,524.9 2,663.9 224&" 10.1 268.0

Sub-Total SHEDS AND EQUIPMENT 6,680.3 11Y071.4 17,751.7 1,503.9 10.1 1,785.7
Price Continsencies - 352.7 1,446.6 1,799.3 - 10.1 181.7

Sub-Total INCLUDING CONTINGENCIES 7,033.0 12.518.0 19,551.0 1,503.9 10.1 1,967.4
Taxes 471.2 838.7 1,309.9 - 0.0 0.0
Foreign Exchange - 707.3 1,260.1 1,967.4 - 0.0 0,0

P. WORKING CAP. /h

WORKING CAP, FOR
FARMERS WITH 25 ac OR LESS No 3.2-3.2 7.505 8,474.1 15,800.0 24,274.2 29060.4 0.0 0.0

WORKING CAP, FOR
FARMERS ABOVE 25 ac No 3.2-3.2 2,798 3,832.8 5,217.1 9,049.9 764.1 0,0 0.0

Sub-Total WORKING CAP, /h 12,306.9 21,017.1 33,324.0 2,824.5 0.0 0.0
Price Continler,cies - 650.0 2,744.2 3,394.2 - 0.0 0.0

Sub-Total INCLUDING CONTINGENCIES 12,956.9 23,761.3 36,718.2 2f824.5 0.0 0.0
L. ORCHARDS

ORCHARDS FOR FARMERS
WITH 25 ac OR LESS No OF 2.5 ac 8.6-8.6 11,455 35,642.6 62,739.6 98,382.2 8,343.3 15.1 14,840.9

ORCHARDS FOR FARMERS
ABOVE 25 ac No OF 5 ac 17.2-17.2 2,228 16,163.7 22,107.0 38,270.7 3,231.8 15.1 5,773.1

Sub-Total ORCHARDS 51,806.3 84,846.6 136,652.9 11i575.1 15.1 20,614.0
Price Contingencies - 2,734.4 11,089.1 13,823.5 - 15.1 2,092.7

Sub-Total INCLUDING CONTINGENCIES 54t540.7 95,935.7 150,476.4 11,575.1 15.1 22,706.7
Foreign Exchange - 8,225.7 14,481.0 22,706.7 - 0.0 0.0

R. POULTRY FARMS

POULTRY FARMS FOR
FARMERS WITH 25 ac OR LESS No 57.8 3,408 76,764.7 120YO85.6 196,850.3 16P661.0 10.1 19,802.1 5z

POULTRY FARMS FOR (D L

FARMERS ABOVE 25 ac No 57.8 1,333 34,714.5 42,281.2 76,995.7 6,488.7 10.1 7,745.4

Sub-Total POULTRY FARMS 111,479.2 162,366.9 273,846.1 23,149.7 10.1 27,547.5
Price Contingencies - 5,885.1 21,214.8 27,100.0 - 10.1 2,735.8

Sub-Total INCLUDING CONTINGENCIES 117,364.3 183,581.7 300,946.0 23,149.7 10.1 30,283.3
Taxes - 7,863.4 12,300.0 20,163.4 - 0.0 0.0

Foreign Exchange - 11,803.7 18,479.6 30,283,3 - 0.0 0.0



S. WATER COURSE CONSTRUCTION AND
LINING, LAND LEVELING

1. WATER COURSE CONSTRUCTION ANB LINING

WATER COURSE CONSTRUCTION AND LINING
FOR FARMERS WITH 25 ac OR LESS No 14-14 1,034 4,422.6 10,094.8 14-517.4 -- 236.1 0.0 0.0

WATER COURSE CONSTRUCTION AND LINING
FOR FARMERS ABOVE 25 ac No 14-14 396 2,007.7 3,552.1 5,559.8 471.5 0.0 0.0

Sib-Total WATER COURSE CONSTRUCTION AND LINING 6,430.3 13,646.9 20,077.2 1,707.6 0.0 0.0
Price Contingencies - 339.6 1,781.9 2t121.5 - 0.0 0.0

Sub-Total INCLUDING CONTINGENCIES 6,770.0 15,428.7 22,198.7 1,707.6 0.0 0.0
2. LAND LEVELLING

LAND LEVELLING FOR FARMERS WITH 25 ac OR LESS No 4.7-4.7 518 744.1 1,680.1 2,424.2 206.4 0.0 0.0
LAND LEVELLING

FOR FARMERS ABOVE 25 ac No 4.7-4.7 197 332.3 589.7 922.0 78.2 0.0 0.0

Sub-Total LAND LEVELLING 1,076.4 2,269.8 3,346.2 284.6 0.0 0.0
Price Contingencies - 56.9 296.4 353.2 - 0.0 0.0

Sub-Total INCLUDING CONTINGENCIES 1,133.3 2Y566.2 3,699.4 284.6 0.0 0.0

Sub-Total WATER COURSE CONSTRUCTION AND
LINING, LAND LEVELING 7,506.7 15,916.7 23,423.4 1992.2 0.0 0.0

Price Contingencies - 396.5 2,078.2 2,474.7 - 0.0 0.0

Sub-Total INCLUDING CONTINGENCIES 7,903.2 17,994.9 25,898.1 1,992.2 0.0 0.0
T. DRAUGHT ANIMALS

DRAUGHT ANIMALS FOR FARMERS
WITH 25 ac OR LESS No 11.4-11.4 5,911 36,287.7 31,334.2 67,621.8 5Y663.8 0.0 0.0

DRAUGHT ANIMALS FOR FARMERS
ABOVE 25 ac No 11.4-11.4 2,405 16,462.2 11,051.0 27,513.2 2,294.3 0.0 0.0

Sub-Total DRAUGHT ANIMALS 520749.8 42v385.2 95,135.0 7.958.1 0.0 0.0
Price Continsencies - 2Y786.2 5,534.2 8,320.4 - 0.0 0.0

Sub-Total INCLUDING CONTINGENCIES 55,536.0 47,919.4 103,455.4 7,958.1 0.0 0.0
U. MISC. EQUIPMENT AND FARM BUILDINGS

MISC. INVESTMENTS FOR xQD
FARMERS WITH 25 ac OR LESS No 7.3-7.3 7,929 17,127.5 40,636.9 57,764.4 4,921.4 10.1 5,810.8

MISC. INVESTMENTS FOR a-

FARMERS ABOVE 25 ac No 14.6-14.6 1,511 7,736.9 14,279.0 22,015.9 1,868.5 10.1 2,214.7

Sub-Total MISC. EQUIPMENT ANID FARM BUILDINGS 24,864.4 54,915.9 79,780.2 6,789.9 10.1 8,025.5
Price Contingencies - 1,312.6 7,175.3 8,487.9 - 10.1 85f3. 4

Sub-Total INCLUDING CONTINGENCIES 26,177.0 62,091.1 88,268.2 6,789.9 10.1 8,882.9
Taxes - 1,753.9 4,160.1 5,914.0 - 0.0 0.0
Foreisn Exchange - 2,632.7 6,250.2 8,882.9 - 0.0 0.0



V. FISHERIES DEVELOPMENT

LOANS FOR MARINE FISHERIES No 68.1 2,765 82Y264.8 106,031.7 188P296.6 15,888.0 70.1 131,947.1
LOANS FOR INLAND FISHERIES No 32.7-32.7 1,442 20,591.3 26,539.8 47,131#1 3f975.8 10.1 4,741.1

Sub-Total FISHERIES DEVELOPMENT 102,856.1 132,571.6 235,427.7 19,863.8 58.1 136,688.3
Price Corntingencies - 5,414,6 17,387.1 22,801.8 - 58.1 13,253.8

Sub-Total INCLUDING CONTINGENCIES 1089270.7 149,958.7 258,229.4 19,863.8 58.1 149,942.0
Taxes - 15,913.4 229042.4 37,955.7 - 0.0 0.0
Foreign Excharne - 62,856.8 87,085.2 149,942.0 - 0.0 0.0

W. AGROINDUSTRY

LOANS FOR PROCESSING OF
AGRICULTURAL PRODUCE No 150.9-150.9 3,119 205,689.0 264,996.3 470,685.3 39,714.1 50.1 235,684.1

LOANS FOR OTHER
AGRO-INDUSTRIAL PURPOSES No 150.9 1,249 82,245.4 106,240.0 1BB,485.4 15,904.2 50.1 94,379.4

Sub-Total AGROINDUSTRY 287,934.4 371,236.2 659,170.7 55,618.3 50.1 330,063.5
Price Contingencies - 15,151.3 48,716.1 63,867.4 - 50.1 32,006,1

Sub-Total INCLUDING CONTINGENCIES 303,085.7 419,952.3 723,038.0 55,618.3 50.1 362,069.5
Taxes - 109.110.8 151,182.8 260,293.7 - 0.0 0.0
Foreign Exchanse - 151,754.8 210,314.8 362,069.5 - 0.0 0.0

X. SHORT TERM LOANS

INPUT LOANS FOR FARMERS
WITH 25 ac OR LESS No 6.6 132,758 367,236.9 508,068.5 875,305.4 73t933.9 30.1 263P814,6

INPUT LOANS FOR FARMERS ( rj1
ABOVE 25 ac No 29.7-29.7 11,014 157,775.8 169,791.2 327,567.0 27,546.2 30.1 98,727.8

OTHER SHORT TERM LOANS No 112.8-112.8 1,874 92.851.5 118,574.7 211,426.2 17,833.5 30.1 639723.3 

Sub-Total SHORT TERM LOANS 617.864.2 796,434.3 1,414,298.5 119,313.7 30.1 426,265.6
Price Continsencies - 32.587.6 1049191.5 136.779.1 - 30.2 41332.8

Sub-Total INCLUDING CONTINGENCIES 650t451.8 900,625.8 1,551,077.6 119,313.7 30.1 467,598.4
Foreign Excharine - 196,011.4 271Y587.0 467,598.4 - 0.0 0.0



Y. VEHICLES AND EQUIPMENT , TRAINING AND TECHN. SPECIALISTS

VEHICLES No 202.7-544.4 102 11,828.7 10,739.9 22,568.6 1,892.4 47.0 10,607.3
EQUIPMENT No 68-439.5 115 13,002.8 12t662.7 25,665.4 2.154.8 60.0 15,405.6
TECHNICAL SPECIALISTS No 153-153 64 5p662.4 4P132.0 9,794.4 818.1 80.0 7,839.4
TRAINING OF ADBP STAFF No 163.2-163.2 60 4,896.4 4,896.4 9,792.8 822.6 90.1 8,819.4

Sub-Total VEHICLES AND EQUIPMENT, TRAINING AND TECHN. SPECIALISTS 35.390.2 32Y431.0 67,821.2 5,687.9 62.9 42,671.7
Price Contingencies - 1,860.7 4,260.4 6,121.1 - 62.9 3,848.8

Sub-Total INCLUDING CONTINGENCIES 37,251.0 36v691.4 73,942.4 5,687.9 62.9 46,520.4
Taxes - 12,324.5 12,223.9 24,548.5 - 0.0 0.0
Foreign Exchange - 23,478.8 23,041.7 46,520.4 - 0.0 0.0

Total INVESTMENT COSTS 3,392,118.4 4,424,213.6 7,816,332.0 659,569.B 38.0 2,973,423.7
Physical Contingencies - 5.282.4 11,995.5 17,278.0 - 18.3 3,160.8
Price Contingencies - 179,069.8 580,853.2 7599923.0 - 38.0 288.652.7

Total INCLUDING CONTINGENCIES 3,576,470.6 59017R062.4 8,593,532.9 659,569.8 38.0 3,265,237.3

Taxes - 304,524.8 443f376.1 747.900.9 - 0.0 0.0
Foreigri Exchange - 1,368,355.9 1,896Y881.4 3p265t237.3 - 0.0 0.0

Total BASELINE COSTS 3,392Y118.4 4,424,213.6 7,816,332.0 659,569.8 38.0 2,973P423.7
Phssical Continsencies - 5,282.4 11P995.5 17,278.0 - 18.3 3,160.8
Price Contirigencies - 179,069.8 580,853.2 759,923.0 - 38.0 288P652.7 t

Total PROJECT COSTS 3,576,470.6 5,017,062.4 8,593,532.9 659,569.8 38.0 3,265,237.3

Taxes - 304,524.8 443,376.1 747,900.9 - 0.0 0.0
Foreisn Exchange - 1,368,355.9 1,896,881.4 3,265,237.3 - 0.0 0.0

/a SET CONSISTING OF PRIMARY AND SECONDARY TILLAGE IMPLEMENT,
LAND DEVELOPMENT IMPLEMENT, DRILL AND TRAILER

/b WELLS CONSIST OF MOBILIZATION, DRILLING AND REAMING OF HOLES, SUPPLY AND INSTALLATION OF CASINGS
/c CIVIL WORKS, CONSIST OF PUMP HOUSE AND SURGE BOX
/d WELLS CONSIST OF MOBILIZATION, DRILLING AND REAMING OF HOLES, SUPPLY AND INSTALLATION OF CASINGS
/e CIJIL WORKS. CONSIST OF PUMP HOUSE AND SURGE BOX
, WELLS CONSIST OF MOBILIZATIONY DRFILLING AND REAMING OF HOLES, SUPPLY AND INSTALLATION OF CASINGS ( z
i CIVIL WORKS, CONSIST OF PUMF HOUSE AND SURGE BOX

FLINDS FOR THREE MONTHS SUPFLY TO BE INCLUDED IN MT OR LT LOAN

Mav 13. 1983 16:20
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Project Coaponent bo Time
(RUPEES Million)

Total
Base Costs ----------------

(US$
83/84 84/85 RUPEES Million)

A. FARM DEVELOPMENT LOANS

1. FARMERS WITH 25 ac OR LESS

TRACTORS 1,O50.0 1,252.1 2f3O2.1 177.1
FARM IMPLEMENTS 182.2 314.2 496.4 38.2
PRIVATE MINOR IRRiGATION 126.2 296.8 423.0 32.5
LIVESTOCK 113.7 199.1 312.8 24.1
ON - FARM DEVELOPMENT 171.0 266.6 437.6 33.7

Sub-Total FARMERS WITH 25 ar OR LESS 1,643.1 2t328.7 T971.8 305.5
2. ABOVE 25 ar FARMERS

_ _ _ _ _ _ _ _ _ _

TRACTORS 467.0 437.0 904,0 69.5
FARM IMPLEMENTS 82.3 110.7 193.0 14.8
PRIVATE MINOR IRRIGATION 28.2 53.4 81.6 6.3
LIVESTOCK 50.0 67.9 117.9 9.1
ON - FARM DEVELOPMENT 77.4 93.9 171.3 13.2

Sub-Total ABOVE 25 as FARMERS 704.9 762.8 1,467.8 112.9

Sub-Total FARM DEVELOPMENT LOANS 2,348.1 3,091.5 5F439.6 418.4
B. FISHERY DEVELOPMENT LOANS

MARINE FISHERIES 82.3 106.0 188.3 14.5
INLAND FISHERIES 20.6 26.5 47.1 3.6

Sub-Total FISHERY DEVELOPMENT LOANS 102.9 132.6 235.4 18.1
C. AGROINDUSTRY AND PROJECT LOANS

PROCESSING OF AGRICULTURAL PRODUCE 205.7 265.0 470.7 36.2
OTHER AGRICULTURAL PROJECTS 82.2 106.2 188.5 14.5

Sub-Total AGROINDUSTRY AND PROJECT LOANS 287.9 371.2 659.2 50.7
D. SHORT TERM LOANS

FARMERS WITH '5 ac OR LESS, SEASONAL INPUTS 367.2 508.1 875.3 67.3
ABOVE 25 ac FARMERS, SEASONAL INPUTS 157.8 169.8 327.6 25.2
OTHER SHORT TERM LOANS 92.9 118.6 211.4 16.3

Sub-Total SHORT TERM LOANS 617.9 796.4 1,414.3 108.B
E. VEHICLES AND EQUIPMENT P TRAINING AND TECHN. SPECIALISTS

VEHICLES AND EQUIPMENT 24.8 23.4 48.2 3.7
TRAINING AND TECHN. SPECIALISTS 10.6 9.0 19.6 1.5

Sub-Total VEHICLES AND EQUIPMENT TRAINING AND TECHN. SPECIALISTS 35.4 32.4 67.8 5.2

Total BASELINE COSTS 3t392.1 4,424.2 7,816.3 601.3
Phvsical Contingencies 5.3 12.0 17.3 1.3
Price Contingencies 179,1 580.9 759.9 58.5

Total PROJECT COSTS 3,576.5 5,017.1 8,593.5 661.0

Taxes 304.5 443.4 747.9 57.5
Foreign Exchanse 1,368.4 1,896.9 3,265.2 251.2

Mai 13, 1983 16:21
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AGRICULTURAL DEVELOPMENT BANK OF PAKISTAN
HEAD OFFICE, ISLAMABAD

ADBP's Board of Directors

Chairman

1. Mr. A. Jamil Nishtar,
Chairman, A.D.B.P.

2-5. Members from Private Sector

Ex-Officio Members

6. Joint Secretary,
Finance Division, Islamabad

7. Joint Secretary,
Food & Agriculture Division,
Islamabad

8. Secretary, Agriculture Department,
Government of the Punjab, Lahore

9. Secretary, Agriculture Department,
Government of Sind, Karachi

10. Secretary, Agriculture Department,
Government of NWFP, Peshawar

11. Secretary, Agriculture Department,
Government of Baluchistan, Quetta

12. Director, Agriculture Credit Department,
State Bank of Pakistan, Karachi

Observer

13. Secretary, Agriculture Department,
Government of Azad Jammu & Kashmir,
Muzaffarabad
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Organization of the Agricultural Development Bank of Pakistan

1. ADBP's headquarters organization comprises four Executive Directors
(ED) who report directly to the Chairman. The first ED heads the Planning
Division and controls (i) the Corporate Planning and Monitoring and

Evaluation Department, (ii) the Research and Statistics Department, and
(iii) the Agricultural and Technology and Technical Assistance (ATTA) Depart-
ment. The Corporate Planning and Monitoring and Evaluation Department was
established during implementation of ADBP IV to measure the impact of ADBP's
lending on agricultural production and farm incomes. Responsibilities of the
ATTA include selection of adequate technology for investments on farms of
different sizes. ATTA also has a liaison function dealing with research and
development institutions, NARC and training institutions such as the agricul-
tural engineering and training institutes (AETI) in Punjab and NWFP.

2. The second ED heads two divisions, Finance and Administration. The
Finance Division comprises the Finance Department and the Foreign Assistance
Department. The Finance Department handles accounting and finance activities
including preparation of financial statements and coordinates the external
audit. Relations with international organizations such as IFAD, ADB and the
World Bank Group are the responsibility of the Foreign Assistance Department.
The Administration Division comprises (i) the Personnel Department, (ii) the
Training and Management Development Department, (iii) the Establishment
Department, and (iv) the Public Relations Department.

3. The third ED oversees the Operations Division and the Credit
Division. The Operations Division includes (i) the Computer Department,
(ii) the Operations and Management Department, and (iii) the Business
Development and Operations Control Department, the latter being responsible
for all field operations in the regional offices and branches. The Credit
Division comprises the General Credit Department and the Project Loans
Department. The General Credit Department is responsible for developing
general credit policies. The Project Loans Department handles large scale
project lending for corporate entities.

4. The fourth ED heads the Inspection and Audit Department and the
Vigilance Department. The responsibilities of the Inspection and Audit
Department include internal regular and special audits of headquarter depart-
ments and branches.
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Comparison of Appraisal Projection for ADBP's Lending Program
by Size of Farm Holding with Actual Figures

FY80 to FY82
Project Loans

Subtotal for Corporate
Farmers Farmers Farmers Loans to Bodies/Firms

Type Type up to above 12.5 ac above Individual Cooperative Total Annual
of of 12.5 ac to 25 ac 25 ac Farmers Societies Lending

Year 1/ Loan Borrower Proj. Actual Proj. Actual Proj. Actual Proj. Actual Proj. Actual Proj. Actual

% of % of Z of F of Z of % of
Rs M Rs M Proj. Rs M Rs M Proj. Rs M Rs M Proj. Rs M Rs M Proj. Rs M Rs M Proj. Rs M Rs M Proj.

1979/80 Project Loans - - - - - - - - - - - - 62 57 92 62 57 92

Short Term Loans 14 28 2/ 200 28 47 168 18 49 272 60 124 207 - - - 60 124 207
Development Loans 85 54 64 178 94 53 264 97 37 527 245 47 - - - 528 245 47

Total 99 82 83 206 141 68 282 146 587 369 63 62 57 92 650 426 66

1980/81 Project Loans - - - - - - - - - - - - 79 155 196 79 155 196

Short Term Loans 19 55 250 39 17 44 19 63 332 77 135 175 - - - 77 135 175
Development Loans 121 65 54 247 281 114 247 431 174 615 777 126 - - - 614 777 126

Total 140 120 86 86 298 104 266 494 186 691 912 132 79 155 196 770 1,067 139

1981/82 Project Loans -- - - - - - 94 III 118 94 111 118

Short Term Loans 24 78 325 48 55 115 18 131 728 90 264 293 - - - 90 264 293
Development Loans 177 257 145 360 466 129 179 459 256 716 1,182 165 - - - 716 1182 165

Total 201 335 167 408 521 128 197 590 300 806 1,446 179 94 111 118 900 1,557 173

Total Project Loans - - - - - - - - - - - - 235 323 137 235 323 137

Short Term Loans 57 161 2/ 282 115 119 103 55 243 442 227 523 2/ 230 - - - 277 523 230

Development Loans 383 376 98 785 841 107 680 987 143 1,859 2,204 119 - - - 1,858 2,204 119
Total 440 537 122 900 960 122 745 1,230 165 2,086 2,727 131 235 323 137 2,320 3,050 131

1/ From December 7, 1979 for actual figures, the date when the DCA was signed.

2/ Include Rs 5 M Emergency Loans. x

Souirce: ADBP Quarterly Report for Period Ending June 30, 1982.
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ADBP's Tractor Lending FY79-82 (Actual) and FY83-85 (Projected) 1/

FY83 FY84 FY85 ADBP V Period FY84-FY85
Above Below Above Below Above Below Above Below

FY80 FY81 FY82 Total 40 hp 30 hp Total 40 hp 30 hp Total 40 hp 30 hp Total 40 hp 30 hp Total

Tractors Rs M 469 637 880 1,986 1,125 23 1,148 1,365 130 1,495 1,440 300 1,740 2,805 430 3,235

Total Lending Rs M 712 1,067 1,557 3,336 2,250 2,250 2,250 3,250 3,250 3,250 4,500 4,500 4,500 7,750 7,750 7,750

Ratio in % 66 60 57 60 50 1 51 42 4 46 32 7 39 36 6 42

Number of Tractors
Financed by ADBP 2/ 8,661 3/ 10,111 12,359 31,131 13,000 500 13,500 14,600 2,500 17,100 14,400 5,300 19,700 29,000 7,800 36,800

Number of Tractors
Financed by IDA 4/ N.A. N.A. 6,915 12,416 6,500 5/ - 6/ 6,500 5/ 8,800 900 6/ 10,300 8,600 3,200 11,800 17,400 4,100 21,500

1/ Projections based on ADBP's lending program in Five-Year-Plan Period and appraisal mission estimates.

2/ In rounded numbers for projections.

3/ In FY80 IDA financed only tractor loans after 12/7/79.

4/ Excluding tractors to farmers with more than 25 ac.

5/ Excluding 6,500 tractors in 1982/83 due to full utilization of funds in tractor category of ADBP IV.

6/ Excluding 500 and 1,000 small tractors not eligible for IDA finance.

Note: All prices are in current terms.
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Development of MCO Scheme FY80-82 (Actual)
and FY83-85 (Projected)

Number of
Number Borrowers % of

of Villages in Added Villages
MCO Covered Portfolio During Year in Country

FY80 118 2,116 12,474 4,275 4.7
FY81 194 4,347 34,322 15,416 9.7
FY82 408 11,240 60,660 37,423 25.0
Nov 20, 1982 562 14,000 n.a. n.a.
FY83 target 800 20,000 119,000 1/ 73,000 1/ 44.0
FY84 target 1,100 27,500 164,000 T/ 91,000 T/ 61.1
FY85 target 1,400 35,000 208,000 1/ 117,000 1/ 77.8

1/ Estimate on basis of FY82 averages.
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ADBP Tractor Loans FY80-82 (Actual) and FY83-85 (Projected) by Size of Holding

1981/82 12/07/79 to 06/30/82 1982/83 1983/84 1984/85
Volume % of Quantity % of Volume % of Quantity % of Volume % of Voluime % of Volume % of

Tractor Lending Rs M Total No Total Rs M Total No Total Rs M Total Rs M Total Rs M Total

To Farmers With 12.5 ac or Less: 1/

From IDA countries 114 13.0 1,719 13.9 149 2/ 8.5 2,326 2/ 9.1 233.8 20.4 327.9 21.9 408.9 23.5

From non IDA countries 4 0.5 84 0.7 29 3/ 1.7 426 1.7 14.9 1.3 20.9 1.4 26.1 1.5

To Farmers With 25 ac or Less: 1/

From IDA countries 371 42.1 5,196 42.0 670 2/ 38.2 10,090 2/ 39.4 467.7 40.7 655.8 43.9 817.8 47.0

From non IDA countries 22 2.5 427 3.5 60 3/ 3.4 962 3/ 3.8 29.8 2.6 41.9 2.8 52.2 3.0

Sub-Total 511 58.1 7,426 60.1 908 51.8 13,804 54.0 746.2 65.0 1,046.5 70.0 1,305.0 75.0

Tractor Loans Refinanced by IDA 485 55.1 6,915 56.0 819 46.7 12,416 48.5 701.5 61.1 983.7 65.8 1,226.7 70.5

To Farmers Above 25 ac: 1/

From IDA countries 345 39.2 4,481 36.3 789 3/ 45.0 11,130 3/ 43.5 377.7 32.9 421.6 28.2 408.9 23.5

From non IDA countries 24 2.7 452 3.6 55 3/ 3.1 652 3/ 2.5 24.1 2.1 26.9 1.8 26.1 1.5

Sub-Total 369 41.9 4,933 39.9 844 48.2 1 46.0 401.8 35.0 448.5 30.0 435.0 25.0

Total 880 100.0 12,359 100.0 1,752 100.0 25,586 100.0 1,148 100.0 1,495 100.0 1,740 100.0

1/ 12.5 ac or 25 ac of irrigated land are considered to be equivalent to 25 ac and 50 ac respectively of rainfed land.

2/ Financed under ADBP IV.

3/ Not financed under ADBP IV.
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Income and Expense Statements FY79-82 (Actual) and FY83-85 (Projected)
(Rs M)

Income FY79 FY80 FY81 FY82 FY83 FY84 FY85

Gross Operating Income 1/ 219.2 294.0 357.1 430.0 498.0 707.8 951.8
Bad Debt Provision 1/ - 36.6 64.2 61.7 70.0 178.5 271.4

Net Operating Income 219.2 257.4 292.9 368.3 428.0 529.3 680.4

Expenses

Interest on Customers' Deposits
and on Funds Borrowed 149.4 165.8 172.1 190.1 250.0 299.8 379.8

Total Financial Expenses .149.4 165.8 172.1 190.1 250.0 299.8 379.8

Salaries and Allowances 50.1 60.1 65.9 82.3 112.5 146.3 190.2
Rent and Office Expenses 8.3 9.0 13.3 17.8 24.2 31.4 40.8

Total Administrative Expenses 58.4 69.1 79.2 100.1 136.7 177.7 231.0

Depreciation 2.8 3.2 10.0 12.0 10.8 14.1 18.3
Other Expenses 5.1 7.2 8.1 12.2 10.6 13.7 17.9

Total Other Expenses 7.9 10.4 18.1 24.2 21.4 27.8 36.2

Total Expenses 215.7 245.3 269.4 314.3 408.2 505.4 647.0

Net Profit 3.5 12.1 23.5 53.9 19.9 23.9 33.5

Appropriations

Reserves 3.5 12.1 23.5 53.9 19.9 23.9 33.5

1/ These titles are not shown in Income and Expense Statements as
published in ADBP's Annual Reports.
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Balance Sheet. FY79-FY82 (Actual) and FY83-FY85 (Projected)

(in Rs M)

As of June 30 FY79 FY80 FY81 FY82 FY83 FY84 FY85

ASSETS

Cash on Hand and in Bank 100.1 153.7 158.1 196.7 165.8 147.3 130.0
Investment in Government

Securities 157.2 168.4 187.1 255.0 '54.2 464.0 620.0

Loan Portfolio:

Gross Loan Portfolio 2,446.7 2,210.0 3,420.2 4,419.5 5,b.3.8 7,557.9 10,482.6
Less: Provision for

Bad Debts 1/ - 256.4 - 293.0 - 357.2 - 418.9 -238.9 -367.4 -578.8

Net Loan Portfolio 2,190.3 2,503.0 3,063.0 4,000.6 5,404.9 7,190.5 9,903.8

Net Fixed Assets 40.3 74.2 88.0 79.7 82.0 92.0 102.0
Other Assets 32.3 33.8 62.3 73.4 81.0 97.0 104.0
Total Assets (excluding

assets blocked in former
East Pakistan) 2,520.1 2,933.1 3,558.5 4,605.4 6,087.9 7,990.8 10,859.3

Assets Blocked in Former
East Pakistan 506.1 506.1 623.5 652.9 682.3 711.7 741.1

Total Assets (including
assets blocked in
former Pakistan) 3,026.2 3,439.2 4,182.0 5,258.3 6,770.2 8,702.5 11,600.4

Liabilities and Equity

Deposits 106.4 113.1 218.4 241.9 281.9 321.9 367.9
Other Liabilities 68.3 76.1 121.3 83.9 220.8 17.7 106.3

Borrowings:

From GOP on Account of:
IDA 223.5 209.4 208.9 355.2 451.3 647.1 905.4
IFAD - - 36.2 185.8 265.2 396.5 565.2

ADB 35.2 30.1 30.3 25.9 20.6 64.8 198.8
SIDA 8.4 8.4 6.4 5.5 4.5 3.5 2.5
From SBP 1,712.2 2,070.0 2,473.8 3,123.5 4,123.5 5,532.9 7,359.1
Total Borrowings 1,979.3 2,317.9 2,755.6 3,695.9 4,865.1 6,641.3 9,031.0

Provident Fund 29.0 37.5 45.4 56.1 78.5 110.0 153.9

Equity:

Authorized Capital (400.0) (400.0) (400.0) (800.0) (800.0) (800.0)(1,200.0)

Paid up Capital 319.6 358.9 364.6 420.4 514.6 749.0 1,015.8
Reserves 12.1 17.6 29.8 53.3 107.2 127.1 151.0
Profit of Year 3.5 12.1 23.5 53.9 19.9 23.9 33.5
Total Equity 337.2 388.6 417.9 527.6 641.7 900.0 1,200.3
Total Liabilities

and Equity 2,520.2 2,933.2 3,558.6 4,605.4 6,088.0 7,990.9 10,859.4
Liabilities in Respect

of East Pakistan 506.0 506.0 623.4 652.9 682.2 711.6 741.0

3,026.3 3,439.2 4,182.0 5,258.3 6,770.2 8,702.5 11,600.4

1/ Not presented in official balance sheet in accordance with State Bank
instructions.

Source: ADBP, March 1983
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Projected Cash Flow FY82 to FY85

Actual
Application of Funds FY82 FY83 FY84 FY85

-------------------Rs M------------------

1. Loan Disbursement 1/ 1,557.4 2,250.0 3,250.0 4,500.0
2. Capital Expenditure 32.9 60.0 65.0 70.0
3. Administrative Expenditure 124.3 158.2 205.5 267.2
4. Financial Expenditure 190.1 250.0 299.8 369.8
5. Repayment to Govt. (IDA) 22.5 23.0 23.0 23.0
6. Repayment to Govt. (SIDA) 1.0 1.0 1.0 i.0
7. Repayment to ADB 5.5 5.8 5.8 6.3
8. Repayment to S.B.P. 350.3 500.0 606.8 779.2
9. Undischarged Liabilities 106.3 - - -

2,390.3 3,248.0 4,456.9 6,026.2

Sources of Funds

1. Repayment of Bank's Loans 2/ 982.3 1,400.0 1,750.0 2,500.0
2. Equity Capital 3/ 55.8 94.2 234.4 266.8
3. Deposits 23.5 40.0 40.0 46.0
4. Loans from S.B.P. 1,000.0 1,500.0 2,016.2 2,605.4
5. IDA/IFAD 317.9 198.5 350.0 450.0
6. A.D.B. - 0.5 50.0 140.0
7. Capital Receipts 2.4 6.0 6.3 7.0
8. Misc. Receipts 8.4 8.8 10.0 11.0

2,390.3 3,248.0 4,456.9 6,026.2

1/ Loan disbursement figures on basis of ADBP's lending program.

2/ Recoveries calculated as 35% of portfolio at beginning of year.

3/ Equity capital needed to keep debt equity ratio at 7:1.

Source: ADBP - March 1983.
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ADBP Recoveries FY77 to FY82

Collection Against

Past Due at Fallen Due
the Beginning During Total Past Fallen Total
of Period The Period Due Due Due Due

------- Rs ------ ---- Rs M % Rs M Z Rs M %

FY77 426 409 835 94 22 202 49 296 35
FY78 539 649 1188 225 42 343 53 568 48
FY79 668 559 1227 142 21 303 54 445 38
FY80 1/ 776 665 1441 223 29 421 63 644 45
FY81 T/ 795 842 1637 194 24 577 69 771 47
FY82 T/ 861 982 1843 204 24 779 79 983 51

Average
Growth p.a.
from FY79 8.8 19.1% 20.7% 12.8% - 37% - 30.2% -

1/ Excluding written off and rescheduled loans
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Age-wise Breakdown of Overdue Amounts

as on June 30, 1982

Year in which Medium and
Overdue Amounts Short Term Long Term
Fell Due Loans Loans Total

------------ ----- Rs M------ - - ------

1954/55 - 1961/62 1.34 4.07 5.41
1962/63 - 1966167 11.03 15.45 26.48
More than 15 Years-Overdue 12.37 19.52 31.89
1967/68 - 1971/72 14.58 36.61 51.19
More than 10 Years Overdue 26.95 56.13 83.08
1972/73 10.49 11.41 21.90
1973/74 24.53 16.63 41.16
1974/75 45.89 25.96 71.85
1975/76 26.35 27.63 53.98
1976/77 30.50 39.16 69.66
More than 5 Years Overdue 164.71 176.92 341.63
1977/78 36.40 99.67 136.07
1978/79 16.14 48.46 64.60
1979/80 9.82 69.78 79.60
1980/81 13.62 80.06 93.68
1981/82 30.15 176.46 206.61
Total Overdue on June 30, 1982 270.84 651.35 922.19

Source; Preliminary Computer Printout ADBP, November 1982

i~~~~~~~~~~~~~~~~~~~~~~
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Income, Expenses and Profits

Increase/ Increase/ Increase/
FY80 Decrease FY81 Decrease FY82 Decrease
Rs M % Rs-M % Rs M %

Gross Operating Income 294.0 41.9 357.1 -19.4 430.0 20.4
Provision for Bad Debts 36.6 -37.4 64.2 25.4 61.7 -3.9
Net Operating Income 1/ 257.4 17.4 292.9 13.8 368.3 25.7
Admin. Expenses 2/ 79.6 14.0 97.3 22.2 124.3 27.7
Financial Expenses 165.7 10.9 172.1 3.9 190.1 10.5

Net Profit 12.1 245.7 23.5 94.2 53.9 129.4

1/ As presented in Income Statement.

2/ Includes depreciation on fixed assets.

Provisions for Bad Debts

FY79 FY80 FY81 FY82 FY83
--------------Rs M--------------

Overdues at Beginning of Year 668 776 795 862 860
Provisions at End of Previous Year 198 256 293 357 419
Coverage in % 30 33 37 41 49
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Disbursement

Disbursement US$ M
IDA IBRD IFAD

Category Credit Loan Loan Disbursement Rate

For Farmers with 25 ac or less:
Tractors above 30 hp 18.4 4.10 11.2 )
Tractors below 30 hp 3.2 0.72 2.0 )
Farm Implements 5.2 1.20 3.2 ) 26% of amounts

Private Minor Irrigation 3.9 0.80 2.4 ) disbursed by

Livestock 3.5 0.70 2.0 ) ADBP

On-Farm Development 4.6 1.00 2.8 )

For Farmers above 25 ac:
Farm Implements 2.1 0.45 - )
Private Minor Irrigation 1.5 0.30 - ) 17% of amounts

Livestock 1.2 0.30 - ) disbursed by
On-Farm Development 1.8 0.40 - ) ADBP

Vehicles and Equipmnt: 1.5 - 0.8 100% of foreign
exchange expendi-
ture or 60% of
local expenditure
100%

Technical Assistance and Training 0.6 - 0.4 100% of expendi-
ture for technical
specialists and
training abroad,
75% for local
training

Unallocated 0.3 - 0.2
Bank Front End Fee - 0.03 -

Total 47.8 10.00 25.0
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Estimated Quarterly IDA/IFAD Disbursements

IDA Disbursements IBRD Disbursements IFAD Disbursements Total Disbursements
IDA Fiscal Year and Quarter During Cumulative During Cumulative During Cumulative During Cumulative

Quarter Quarter Quarter Quarter
----------------------------------------------- S---------- --------- US$ M…-----------------------------

FY84
July - September - - - -
October - December - - - - - - - I
January - March 3.4 3.4 - - 1.5 1.5 4.9 4.9 U'
April - June 3.5 6.9 - - 1.5 3.0 5.0 9.9

FY85
July - September 5.2 12.1 - - 2.2 5.2 7.4 17.3
October - December 5.2 17.3 - - 2.3 7.5 7.5 24.8
January - March 5.7 23.0 - - 2.5 10.0 8.2 33.0
April - June 5.8 28.8 - - 2.6 12.6 8.4 41.4

FY86
July - September 8.5 37.3 - - 3.8 16.4 12.3 53.7
October - December 8.5 45.8 - - 3.8 20.2 12.3 66.0
January - March 2.0 47.8 7.6 7.6 4.0 24.2 13.6 79.6
April - June - - 2.4 10.0 0.8 25.0 3.2 82.8

M xI-. tLi
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Price Assumptions for Financial and Economic Analysis

General

1. For cotton, wheat, sugar cane, rice, Urea, DAP and beef, economic
prices were derived from IBRD commodity forecasts, expressed in constant
end-1982 currency terms, being converted from US$ to Rs at a rate of US$1 =
Rs 12.75. Appropriate adjustments were made for quality differences and
freight and handling costs. Price projections for other items which can be
closely substituted for by commodities for which IBRD forecasts exist were
made in line with IBRD projections. This applied particularly to concentrate
feed. The economic values of incremental water sold, and incremental fodder
purchased were also assessed in relation to the economic values of traded
commodities. The value of water was estimated in terms of the average
economic value of the crops which it would produce, after allowing for all
costs and fodder was priced in terms of the benefits forgone by growing
fodder.

Conversion Factors

2. As a result of the exchange rate adjustments of the Pakistan Rupee
made since April 1982, it is thought that the standard conversion factor,
which was taken as 0.9 at that time has moved very close to unity. Conse-
quently, for non tradeable items economic prices are taken to equal financial
prices. This applies also to tractor mechanization charges, the minor level
of tax on imported components of tractors and parts being offset by diesel
fuel costs which are just below world levels. Only when there are directly
identifiable subsidies or taxes are adjustments made.

Shadow Price of Labor

3. Wage Earners. The average rural wage rate for agricultural workers
is about Rs 20 per day. During peak agricultural seasons, labor is tight and
for mobile workers, the shadow price of labor probably equals the wage rate.
In the off season, labor is not generally so potentially valuable, and the
shadow price of labor off season is assumed to be 80% of the peak season
level.
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4. Unpaid Family Labor. On small farms, where only family labor is
used, the shadow price of some types of labor is lower than that for wage
earners. Women, or heads of families for example would not normally be in a
position to work other than on their own farm, consequently the opportunity
cost of their labor can only be considered in terms of alternative uses of
their time at home i.e. in rural crafts or in cost saving domestic
activities. Overall, about 30% of family labor is considered unemployable
off farm, and is taken to have a shadow price of labor of one third of the
agricultural wage rate, when working on the farm. The remaining 70% of
family workers are considered to have the same shadow wage rate as paid
workers. Overall therefore, the average shadow price of family labor is
about 80% of the shadow price of paid labor.

5. Overall Economic Wage Rate Calculations. As Pakistan financial
prices of wheat and rice, the basic staple foods, are close to economic
prices, no adjustment to the shadow price of labor is made to allow for
consumption cost distortions. The average shadow price of farm labor depends
on both the proportion of labor utilization in peak and off peak seasons, and
on the proportion of unpaid family labor to wage earners. Typically, on
livestock farms, work load is even throughout the year, and more family labor
is used than on crop farms. As shown in Table 1, the average shadow wage
rate is taken to be Rs 16.4 per day for crop farms and Rs 14.8 for livestock
farms:

Table 1: Calculation of Economic Shadow Price of Labor

Daily Rates Peak Period Slack Period
------- Rs/Day----------…--

Wage Earners 20 16
Unpaid Family Workers 16 12.8

Weighting by Periods Peak Period 1/ Slack Period Total

Crop Farms 67% 33% 100%
Livestock Farms 42% 58% 100%

Weighting by Type of Labor Wage Earners Unpaid Family Labor Total

Crop Farms 40% 60% 100%
Livestock Farms 20% 80% 100%

Average Shadow Wage Rates Rs/Day

Crop Farms 16.4
Livestock Farms 14.8

1/ About 5 calendar months.
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Although Pakistan's economy is expected to continue to grow over the next
decade, it is felt that the recent substantial real wage increases, resulting
in part from the export of labor to the Middle East at high rates have
largely finished. Consequently, real wage rates are taken to remain constant
over the project period.

6. Economic Price of Milk. The into factory economic price of milk,
if it is considered as a tradeable, is calculated on the basis of importable
substitutes as follows:

Butter Oil
US$/ton

C&F Pakistan 1,750
Local Transport 50
Economic Price at Factory Gate 1,800

NFDM 1/

C&F Pakistan 1,100
Local Transport 50
Economic Price at Factory Gate 1,150

Buffalo Milk Ingredients Value

US$/ton Milk

6% Butter Oil 108
9% NFDM 103.5
85% Water -

211.5

1/ Non Fat Dry Matter.

This gives 6% BF milk an equivalent value of Rs 2.70/1, as raw material input
to a dairy factory at the wholesale level. The farm gate price equivalent to
this for buffalo milk, assuming no consumer differentiation between products
made from raw milk and reconstituted products would be about Rs 2.3/1 allow-
ing for collection charges.

7. Most milk in Pakistan is not sold to dairy factories, but rather is
marketed as raw milk (which is almost universally boiled by the consumer).
This locally traded milk is considered by the buyer as a retail product and
has an equivalent economic price, at the retail level of about Rs 5/1 after
adjusting for processing, packaging and distribution costs. (In most
countries milk retails for over double the farm gate price, and Pakistan is
no exception.)
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8. Actual farm prices of Rs 3 - Rs 4.5 for milk sold to local consumers,
cafes or other trade users are consistent with this, after allowing for the
costs of local farm milk distribution. In order to estimate the overall
economic price of milk, ex-farm, it is necessary to consider locally sold
milk and milk sold to the processing plants as having different economic
values. That proportion which is sold to the large scale dairy industry is
considered to have an economic value of Rs 2.3/1 at farm, while that propor-
tion consumed at the producing farm or retailed locally is estimated to have
an average farm gate value of about Rs 3.5/1. Overall, on project farms
about 2/3 of production is expected to be sold to dairy factories or
wholesalers, and 1/3 retailed. This gives an average economic price of
Rs 2.7/1. In that world prices of NFDM and butter oil are not estimated to
have either an upward or downward trend, this price is taken to remain con-
stant over the project period.

Financial Prices

9. In line with GOP's policy of removing subsidies and reducing implicit
taxes on main agricultural products, financial prices for traded items are
expected to move towards economic prices. In the case of fertilizers and
cotton, financial prices are assumed to equal economic prices by 1986, while
for IRRI rice and wheat, which are presently close to economic prices, finan-
cial and economic prices are considered the same from crops planted in 1983
onwards. The financial price of sugar is expected to remain at the present
level, until 1985, after which it will be the same as the economic price.
Financial prices of fodder crops are expected to increase in parallel to
economic prices, maintaining the same ratio with them (0.96) as at present.
Concentrate prices are also expected to increase in real terms in parallel to
the economic price as too is the price of tubewell water sold that is used to
produce crops with rising prices.

10. Milk. Demand for milk is likely to grow at about 4.8% p.a.
(GDP/Capita Growth 3% modified by income elasticity of standard 0.6, plus 3%
population growth). Supplies were estimated by the recent GTZ study to grow
at 1.9%. The 2.9% gap at constant real prices would be closed by real price
escalation (assuming the level of imports stays proportionally the same).
With a price elasticity of demand of 1.0, real price would increase at 2.9%
p.a. as follows:
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Average Real Price of Milk

1983 2.7
1984 2.77
1985 2.86
1986 2.94
1987 3.02
1988 3.11
1989 3.20
1990 3.30

All other prices, including meat, fruits, labor and mechanization costs are
assumed to remain constant in real terms over the life of the project. Finan-
cial farmgate prices are summarized in Table 4.
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Economic Price Estimates

Rice

Wheat Cotton Sugar (Not Basmati) Beef UREA DAP
………--------------------------- 1990…

WB Price Forecast Dec. 1982 (1981 Const $) 190 2,150 372 425 2,500 265 320

WB Price Forecast (1982/83 Const $)1/ 197 2,230 386 441 2,594 275 332

Basis for Price Estimation .............. Export Parity ............. Import Parity

Quality/Ocean Freight Adjustment 2/ 95% 75% 100% 70% 75% 30 25

Price f.o.b. Pakistan (1982/83 Const $) 187 1,672 386 309 1,945 305 357

Handling and Transportation Production
Area to Port (1982/83 Const $) -15 -25 -15 -15 -50 27 50

Farm Gate to Local Warehouse Costs - -20 +14 3/ -160 4/ -50 5/ -300 6/
Transport and Processing, Net of
Biproduct Value (1982/83 Const $)

Farm Gate Equivalent Price (1982/83 Const $) 152 1,661 211 244 1,595 332 416

Processing Ratio 100% 33% 9% 65% 42% 100% 100%

Farm Gate Price-US$/ton Raw Commodity 152 553 19.0 159 670 332 416
(1982/83 Const $)

Farm Gate Price Rs/ton - 1990 1,938 7,059 242 2,022 8,541 4,233 5,304

At 1982/83 - 1985 1,527 6,466 242 1,351 8,793 3,544 4,206
Conversion Rate
Of Rs 12.75 = US$1 - 1983 1,564 5,335 33 1,303 8,251 3,200 3,770

1/ MLJV index (1981=100) for 1982 is 100.5 and 1983 107. 1982/83 prices are considered the average of these figures.

2/ For cotton and rice based on average ratio over 1979-1982 of Pakistan unit export price and international prices
recorded by World Bank. For wheat, sugar and beef mission estimate of this percentage. For Urea and
DAP $/ton difference between World Bank prices and f.o.b. Pakistan.

3/ Ginning, baling and transport costs estimated at US$225 ton lint, less value of seeds taken as one-third of 
soybean price (yield lint 33%, cotton seed, 65%). X M

4/ Economic sugar milling costs including transport to mill.

5/ For rice with 65% out turn, milling, transport and buying costs are estimated at US$50 per ton, net of bran.

6/ Includes slaughtering, cuitting, freezing and packing for export net of bi-product value.
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Partial Budget Showing Benefits of Introducing One Tractor on
180 Acres of Land and Releasing 8 Pairs of Bullocks -

No Yield Increase Assumed - No Increase in Cropping Intensity

Financial Economic Economic Economic

Price '83 Price '83 Price '85 Price '90

Additional Benefits

Additional Off Farm Haulage
Tractor - 360 Hrs at Rs 60 21,600 21,600 21,600 21,600

Gross Margin from 5.6 Acres Additional Wheat 6,244 5,566 5,258 6,647
8 Acres Additional Cotton 11,664 13,840 17,648 19,208

39,508 41,006 44,506 47,455

Costs Saved

Variable Costs of 5.6 Acres Winter Fodder 851 1,165 1,258 1,478
Variable Costs of 8 Acres Summer Fodder 1,840 2,640 2,880 3,440
Variable Costs of 8 Bullock Pairs 9,160 9,160 9,160 9,160
Labor for 5.6 Acres Winter Fodder 5,152 4,224 4,224 4,224
Labor for 8 Acres Summer Fodder 3,360 2,755 2,755 2,755
Labor Bullocks Pairs 33,120 27,158 27,158 27,158

53,483 47,102 47,435 48,215

Additional Costs

Tractor Operating Costs - 1,200 Hrs 40,170 40,170 40,170 40,170
Tractor Drivers Salary 7,500 7,500 7,500 7,500
Labor Costs for 5.6 Acres Additional Wheat 1,792 1,470 1,470 1,470
Labor Costs for 8 Acres Additional Cotton 4,000 3,280

53,462 52,420 52,420 52,420

Net Annual Benefit 39,529 35,688 39,521 43,250

Cost/Benefit Flow at Economic Prices

Yr 0 1 2 3 4 5 6 7 8-14 15
00'O0Rs - _ _

Tractor and Equipment Purchased -116 -35
Economic Value of Bullocks Sold 1/ 53
Economic Value of Equipment Sold 2/ 9
Annual Cost - 52 52 52 52 52 52 52 52 52
Annual Benefit - 88 90 9? 92 93 94 95 95 95
Residual Value of Tractor 12
Net Cash Flow -54 36 38 40 40 41 7 43 43 55
ERR

1/ Valued at slaughter rate of Rs 2,000 each modified by specific conversion factor for beef of 1.66.

2/ Valued at midway between new cost and salvage value - Rs 1,100 per pair.
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Crop Mechanization Requirements

Bullocks Only Tractor Plus Bullocks
Cane Winter Summer Sugar Winter Summer

Wheat Cotton Rice Sugar Food Food Wheat Cotton Rice Cane Fodder Fodder
------------------------------- h per ac-----------------------…-…----------------

Tillage 1/ 45 45 45 63 45 45 3.0 3.0 3.0 4.2 3.0 3.0
Planting 2/ 3 3 3 5 3 3 0.9 0.9 0.9 1.5 0.9 0.9
Plating 3 2 3 2 3 3 (3) (2) (3) (2) (3) (3)
Interron Cultivation - 2 - 2 - - - (2) - (2) - -

51 52 51 72 51 51 9(3) 3.9(4) 3.9(3)574) 3 3.9(3)

On Farm Haulage 4 6 4 72 3/ 36 4/ 27 4/ (4) (6) (4) 4.0(12) 2.0(6) 1.5(5)

55 58 55 144 87 78 3.9(7) 3.9(10) 3.9(7) 9.7(16) 5.9(9) 5.4(8)

1/ 9 h/ac pass with one pair of bullocks: 0.6 h/pass with tractor

2/ 1 h/ac pass with one pair of bullocks: 0.3 h/pass with tractor

3/ 3 m ton haul, 0.5 m ton load, 2 h/round trip - 4 h/m ton

4/ 500 m haul, 0.3 M ton load, 3/4 h/round trip - 3 h/m ton

5/ 3/h haul 3.75 m ton load 1 h/round trip

NOTE: (i) Denotes hours worked by bullocks.

(ii) Split on haulage between tractors/bullocks will vary widely.

(iii) Threshing done in both cases by off farm contractor who is already mechanized. m



ANNEX 6
-84- Table 4

PAKISTAN

FIFTH AGRICULTURAL DEVELOPMENT BANK PROJECT

Summary of Main Farmgate Prices Used in Economic and Financial Analysis

Unit Financial Prices Economic Prices
1982/3 1990 1982/3 1990
--------End 1982 Constant Rs------

Cotton ton 4,500 7,059 5,335 7,059
Wheat ton 1,600 1,938 1,564 1,938
Rice ton 1,225 2,022 1,303 2,022
Sugar Cane ton 240 240 33 242

Fodder-Forage (25% DM) ton 92 124 106 143

Apples kg 5.4 5.4 5.4 5.4
Mango kg 4.5 4.5 4.5 4.5
Citrus kg 1.3 1.3 1.3 1.3

Milk 1 2.7 3.3 2.7 2.7
Beef kg Lw 5.0 5.0 8.3 8.5
Broilers (live) kg Lw 17.5 17.5 15.8 15.8

DAP ton 2,420 5,304 3,770 5,304
Urea ton 2,360 4,233 3,200 4,233
Concentrate Feed ton 1,700 2,108 1,700 2,108

Tractor Hour h (42 hp) 60 60 60 60
Electricity kwh 0.40 av 0.40 av 0.53 av 0.53 av
Sold Water h of 1 cusec flow 12 21 12.8 22.9

Labor-Family-Peak Man/Day 0 0 16 16
Labor-Family-Slack Man/Day 0 0 12.8 12.8
Labor-Hired-Peak Man/Day 20 20 20 20
Labor-Hired-Slack Man/Day 20 20 16 16
Labor-Weighted Average Man/Day NA NA 16.4 16.4
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Financial Analysis

Switching Values
Base % Change

Investment FRR Ben. Costs Inv.

Farm Mechanization
Medium hp Tractor 20 ac Farm 32 -18 30 78
Low hp Tractor 20 ac Farm 31 -17 28 78
Medium hp Tractor 10 ac Farm 25 -12 18 51
Low hp Tractor 10 ac Farm 22 -10 14 44

Private Minor Irrigation
Shallow Tubewell Electric Motor 20 ac Farm 31 -24 43 122
Shallow Tubewell Diesel Engine 20 ac Farm 22 -11 15 82

Dairying
Three HY Buffalos Landless Tenant or Laborer 36 -18 26 148
Three HY Buffalos 10 ac Farmer 57 -34 63 273
Three Friesian Crossbreds 10 ac Farmer 68 -31 51 354

On-Farm Development
Apple Orchard 51 -68 292 813
Broiler Poultry Unit 83 -16 21 306
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Economic Analyis

Base Switching Values-% Change
Investment ERR Benefits Costs Investments

PMI
Shallow Tubewell Electric 20 ac Farmer 24 -17 27 88
Shallow Tubewell Diesel 20 ac Farmer 19 -9 11 62

Dairy
Three HY Buffalos Landless 17 -4 5 27
Three HY Buffalos 10 ac Farmer 17 -4 5 27
Three Friesian Crossbreds 10 ac Farmer 18 -3 4 35

On-Farm Development
Broilers Poultry Unit 37 -7 8 117
Orchard 12.5 ac Farmer 51 -68 292 813

Farm Mechanization
Medium Size Tractor
and Implements on 180 ac Land 68 -38 93 173
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Farm Distribution by Size and Percentage

Farms Area
No.
(000) % M ac %

Under 2.5 520 14 0.64 1
2.5- 5.0 538 14 1.90 4
5.0- 7.5 580 15 3.43 7
7.5-12.5 921 25 8.91 18
12.5-25.0 794 21 13.06 27
25.0-50.0 289 8 9.22 19
Over 50.0 119 3 11.88 24

Total: 3,761 100 49.06 100

Land Tenure

% of Farms % of Area
No. of Owner Owner
Farms Operator Mixed Tenant Operator Mixed Tenant
('000)

Punjab 2,375 42 29 29 39 36 26
Sind 748 24 13 63 31 19 51
NWFP 466 55 22 23 28 40 22
Baluchistan 172 73 8 19 68 15 17

Total: 3,761 42 24 34 40 31 29

Source: Pakistan Census of Agriculture, 1972.
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Yields and Production for Major Crops (1981-82)

Crops Area Yields Production
('000 ac) (ton/ac) ('000 tons)

Wheat 17,201 0.66 11,420
Rice 4,873 0.69 3,338
Cotton 5,338 0.14 1/ 748 2/
Sugarcane 2,285 16.00 36,563

Source: Ministry of Food, Agriculture and Cooperatives.

1/ The lint/seed cotton yield equivalent is 0.42 ton/ac.
2/ 4.39 million bales of 375 lbs each (170 kg).

Livestock Population

Animal Production
Eggs

Million Head Meat Milk Wool & Hair Million
--------- 000 tons---------

Sheep and Goats 61.3 433) 52.3
) 9,200

Cattle and Buffalos 26.9 384) -
Poultry 67.2 52 - - 2,427
Horses and Donkeys 3.1 - -

Camels 0.9 -
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Selected Documents and Data Available in the Project File

A. Selected Reports and Studies Related to the Project

Fifth Agricultural Development Bank Project - ADBP, September 1983.
Report on Monitoring and Evaluation Arrangements - IFAD, Economic

and Planning Department, Rome, November 1981.

Report on Monitoring and Evaluation Arrangements for ADBP IV - ADBP,
M&E Cell, February 1982.

Mobile Credit Officers Monitoring Report - ADBP, M&E Cell, September 1982.
The Agricultural Development Bank Ordinance - ADBP Secretary's Department

1961 as Amended to February 1982.
The Agricultural Development Bank Rules - ADBP Secretary's Department,

1961.
Supervised Agricultural Credit Course - ADBP Training and Management

Development Department, August 1977.

Loan Manual Volume I - ADBP, Corrected upto December 1, 1975.
Quarterly Economic Indicators - ADBP Planning, Research & Statistics

Department (Research Section), January-March, 1982.
Quarterly Economic Indicators - ADBP Planning, Research & Statistis

Department (Research Section), April-June, 1982.
Technical Assistance Report Agro-Industries Credit Project Pakistan -

Multinational Agribusiness Systems Incorporated, July 1982.
Comparative Study of Different Mechanized Cultivation Techniques -

A.D. Chaudhry, Kh. Altaf Hussain, Abdul Shakoor Khan, Department
of Farm Machinery and Power, University of Agriculture, Faisalabad,
Pakistan, January 1982.

Effective Tillage and Cereal Production - Dr. Homer M. Hepworth, CIMMYT
Agronomist, Pakistan, April 1981.

Rainfed Agriculture Research Proposal - Dr. Homer M. Hepworth,
February 22, 1981.

Farm Size and Productivity Revisited - Moazam Mahmood and Nadeem-Ul-Haque,
The Pakistan Development Review, 1981.

Farm Mechanization in Pakistan - Brian Lockwood, Agricultural Development
Council, Inc. Pakistan, September 1981.

Report on Dryland Wheat Production with the Massey-Ferguson System -
Rana Tractors & Equipment Limited at Khunda.

Public Policies and Agricultural Mechanization in Pakistan,
Dr. Amir U. Khan, May 5, 1980.

Farm Tractorization and Agricultural Development in Pakistan,
Dr. Abdul Salam, Mr. Sabur Ghayur and M. Afzal Hussain, February 1979.

Impact of Tractors on Agricultural Production in Pakistan - Applied
Economics Research Center, University of Karachi, July 1982.

Memorandum: Report on Tillage Experiments - L. Clarke, January 4, 1983.
Revised Report on Economics of Energy Supply for Ground Water Pumping

UNDP Project PAK/73/032, Quetta June 1981.
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Private Tubewells in the Punjab - Ghulam Vasin, Punjab Board of Economic
Inquiry, Lahore, 1975.

Evaluation of Private Diesel Tubewell Subsidy Scheme in the Punjab
Muhammad Bakhsh Malik, Punjab Economic Research Institute, Lahore,
December, 1981.

Economics of Ground Water Development and Use as Related to Agricultural
Needs and Productivity in the Punjab Area of Pakistan (Phase II),
Fazal Haq and Ikra-Ud-Din, Agricultural Research Council, Government
of Pakistan.

Socio-Economic Impact of Water Course Improvement and Precision Land
Levelling on Agricultural Production and Farmers Incomes, A Case
Study of Sahiwal Tehsil - Mohammad Amir Khan and Dr. Mohammad Aslam
Sadiq, Economic Studies Cell Agriculture Department, Lahore, 1981.

The Groundwaters of the Pishin Lora Basin, Baluchistan, Pakistan,
United Nations (Department of Technical Cooperation for Development),
May 1980.

The Groundwaters of the Kachhi Plain Basin, Baluchistan, Pakistan,

United Nations (Department of Technical Cooperation for Development),
November 1979.

The Groundwaters of the Nari River Basin, Baluchistan, Pakistan -
United Nations (Department of Technical Cooperation for Development),
September 1979.

Power System Statistics Sixth Issue - WAPDA, November 1981.
The Tubewell Dilemma - ADBP, 1981.
Wind Mill Technology as a Means for Augmenting Irrigation Device -

Agricultural Technology & Technical Assistance Department, ADBP,

August 1980.
Groundwater Development and Potential in Canal Commanded Areas of the

Indus Plain - WAPDA Planning Division, July 1981.
Farmers Organizations and Other Local Institutions, Cooperatives for

Rural Development - Muhammad Siddique, Rural Development Wing, Local
Government & Rural Development Division, Government of Pakistan,
Islamabad.

Aid in Confidence, Cooperatives in Pakistan - F. Howarth, Cooperative
Adviser, ODA, Middle Eat Development Division, August 1979.

B. Implementation Volume - Selected Working Papers and Tables Prepared
by Bank Staff

B.1 Report on Agricultural Mechanization
B.2 Report on Private Minor Irrigation

B.3 Report on Livestock
B.4 Representative Farm Models
B.5 Project Cost

- Tables 1-12: Detailed Cost Tables
B.6 ADBP Lending Program

- Tables 1-11: Detailed Cost Tables (Expressed in ADBP Loan
Amounts)
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- Table 12: Summary Account by Time (Expressed in ADBP Loan
Amounts)

- Table 13: Project Components by Time (Expressed in ADBP Loan
Amounts)

- Table 14: Project Cost Summary (Expressed in ADBP Loan
Amounts)

- Table 15: Itemized Lending Targets
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