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CURRENCY EQUIVALENTS

US$ 1 - Rs. 9.9

Re. 1 = US$0.101

Rs. 1 million = US$101,000

Rs. 1 billion = US$101.0 million

FISCAL YEAR

July 1 - June 30



INTERNATIONAL DEVELOPMENT ASSOCIATION

REPORT AND RECOMMENDATION OF THE PRESIDENT
TO THE EXECUTIVE DIRECTORS ON A PROPOSED

CREDIT TO THE ISLAMIC REPUBLIC OF PAKISTAN FOR
THE FOURTH KARACHI PORT DEVELOPMENT PROJECT

1. I submit the following report and recommendation on a proposed
development credit to the Islamic Republic of Pakistan for the equivalent
of US$16.0 million on standard IDA terms to help finance a project for
the development of the Port of Karachi. The proceeds of the Credit would
be relent to Karachi Port Trust (KPT) for 25 years, including 5 years of
grace, with interest at 7-1/4 % per annum.

PART I - THE ECONOMY

2. The most recent economic report "Economic Situation and Prospects
of Pakistan" (392-PAK, dated Aprll 1, 1974) was distributed to the Executive
Directors on April 19, 1974. A cotntry data sheet is attached as Annex I.

l

3. The economy of Pakistan (the former West Pakistan) grew rapidly
during the Second Plan (1960-65), with GDP increasing at 6.7% per annum.
This high growth was spearheaded by an industrial growth of 13.1% per annum.
However, agriculture grew by only 3.7% per annum. West Pakistan's overall
economic growth slowed down somewhat during the Third Plan (1965-70) to about
6% per annum. The industrial growth rate fell to 7.6%, but agricultural out-
put grew at 5.6% annually with the aid of new high-yielding wheat and rice
varieties, reducing, but not eliminating, the food deficit.

4. Though it is hardly apparent in these figures, Pakistan's econo-
mic development began to encounter a number;of difficulties after 1965.
Import restrictions and other direct controls introduced at that time be-
came permanent as the shortage of foreign exchange and budget resources
persisted, owing to higher defense expenditure, rising foreign debt service,
and decreased nonproject foreign aid. Both net capital inflow and domestic
savings declined, and investment fell from about 22% of GDP in 1964/65
to about 17% in 1969/70, and to only 11% in 1971/72. The slowdown in
industrial growth, along with urban population growth rates of more than
5%, led to a rapid rise in urban unemployment. In rural areas, it was the
larger farmers of West Pakistan who got most of the benefits from the new
"green revolution".

5. The economy un(lerwent severe strains during 1970/71 and 1971/72,
reflecting both political events and a prolonged drought which virtually
halted the increase in agricultural output. In 1972/73, however, the eco-
nomy showed signs of revival. With a recovery in industrial production and
a record wheat crop of 7.4 million tons, GDP is estimated to have grown by
about 6%. Devaluation in May 1972 has been successful in making Pakistani
exports more competitive in international markets, in increasing incentives
to produce for the local market, and in bringing about a much more liberal
system of import control. In 1972/73, exports rose by 36%, and the State



Bank's foreign exchange reserves, net of IMF position, doub:Led to US$360
million in the year ended June 1973, although they declined to US$331 million
at the end of February 1974. For 1973/74 exports are projected to rise by
at least 30 percent in current prices, although the volumes of th'e principal
export commodities (cotton, cotton yarn, cotton textiles and rice, are all
expected to decline. The trade gap is expected to widen considertbly and
net foreign exchange reserves to decline by $100-150 million. Ilowever,
this worsening of the balance of payments reflects particularly the ravages
of last August's floods on agricultural production and inventories, and the
trade deficit is projected to be as much as $250 million less in 1974/75
than in 1973/74.

6. The floods which occurred after the monsoon last year were a
set-back for the reviving economy, which the Government expected to grow
by 83Z in 1973/74. The floods caused damage to standing crops of cotton,
rice, sugar and animal fodder. There were also substantial losses of
wheat stocks and cattle, and damage, in some areas, to farm equipment,
h3mes, transDort, telecommunications and canal networks. Nevertheless,
intensive efforts to repair flood damage, replant damaged acreage, and
otherwise maiimize output are expected to result in a 5 to 6% growth rate.
A mission from tile Bank and the United Nations visited Pakistan last October
to assess the flood damage and the need for external aid. Based on its
report, a credit for flood rehabilitation was approved on March 12 this year.

7. The major problems now facing Pakistan are to stimulate output
and employment, to control inflation, to in,rease public and private saving
and investment, and to improve the distribution of income. Despite reason-
ably rapid growth in 1972/73, the domestic supply of essential consumption
goods is still inadequate. Together with the increased income resulting
from the strong rise in exports, this has been an important factor behind
the rapid rise in prices. Wholesale and consumer prices increased 20% or
more in 1972/73 reflecting both these domestic pressures and sharp in-
creases in international prices for Pakista:a's principal exports (cotton,
cotton textiles, and rice) and imports. Since attempts to contain infla-
tion througlh increased subsidies and price controls were having but limited
success, the Government last summer took strong measures to curb demand.
The flood caused a sharp increase in prices in August and September but
since then the cost of living index has been rising at considerably less
than the pre-flood rate.

8. The present high prices of Pakistan's major exports may well de-
cline, with adverse effects on the balance of payments and plublic finances.
Recorded investment in real terms has not increased in the current year, but
there is evidence that unrecorded investment in small-scale Industry and
agriculture has been substantial. If the necessary saving and investment
are forthcoming, Pakcistan's growth prospects are good. Exports seem limited
more by supply constaints rather than lack of demand.

9. Water from Tarbela Dam will probably be available from the end
of 1974 and the increasing participation of small and medium--scale farmers
in the 'green revolution" could mean that agricultural growth in the next
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5 years will at least match the 5.6% annual rate of the 1965-70 Third
Plan period. Capital goods, light engineering goods, and agro-based indus-
tries also have good growth prospects. The recent rise in the oil price
will obviously be a constraint on Pakistan's growth but the economy does have
certain strengths which make it less vulnerable to the oil shortage than most
developing countries. Electric power production is derived roughly equally
from hydro resources and natural gas, with only a very small proportion based
on oil. Furthermore, new hydro-power will soon become available; by 1976,
hydro-electric power generation is expected to be double its 1973 level,
w%-ich will add about 50% to total output. Pakistan's exports are expected
to increase in 1974/75 by more than the added costs of petroleum imports.
Provided the-:efore that Pakistan can obtain foreign capital and generate
sufficient domestic savings to finance the necessary investment, there are
reasonable prospects that economic growth could average about 7% annually
over the next several years.

10. Pakistan's external public debt at the end of December 1972
amounted to US$4.8 billion equivalent, of which US$870 million was undis-
bursed. Pakistan's debt service, as present:ly scheduled, would rise from
US$180 million in 1972/73 to about US$400 million by 1975/76. This rapid
increase reflects the debt rescheduling operations which were arranged in
May 1972 and June 1973; it would mean a rise in the debt service ratio from
18% in 1972/73 to around 30% in 1975/76. However, it is not likely that
Pakistan will be called upon to repay as much as this; countries which are
members of the Pakistan Consortium have agreed that, after July 1, 1974,
Pakistan will not be asked to service debts,on account of projects visibly
located in Bangladesh. Moreover, Consortium countries have agreed to con-
sider providing further debt relief to Pakistan on a long-term basis. The
Bank has prepared a study on this subject and the matter is now under con-
sideration by the Consortium.

11. While such relief would certainly ease Pakistan's debt burden,
it will still be desirable for assistance to Pakistan to be on terms as
concessional as possible. For this reason, the major part of the Bank
Group aid to Pakistan is provided by IDA. However, some Bank lending to
Pakistan is justified. Until December 1973, when the Bank approved a
$25 million loan for industrial investment, no Bank loans had been made
since June 1970, and consequently, the volume of Bank loans disbursed
and outstanding has been declining over the past few years. On March 31,
1974, it amounted to $296 million equivalent, or less than 8% of Pakistan's
total external public debt. Including undisbursed balances, Pakistan's debt
to the Bank and IDA now represents about 22% of its external public indebt-
edness; by 1980 this ratio might increase to about 24%. The share of the
Bank Group in total debt service is now about 17% and is expected to decrease
to about 10% in 1980.
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PART II - BANK GROUP OPERATIONS IN PAKISTAN

12. The Bank and IDA made 31 loans and 38 development credits to
Pakistan (total for East and West) between the start of operations in 1952
and June 30, 1971. The Bank and IDA had committed $1.2 billion to the
country, about one-half of which was provided by the Bank ancL one-half by
IDA. Of this amounc, one loan and 19 development credits, totalling US$4.7
million and US$168.1 million, respectively (net of cancellation), were for
projects located wholly within what was thet. East Pakistan arnd another 10
loans and 8 development credits involved expenditures in both East and West
Pakistan.

13. In August 1972, Bangladesh became a member of the Biank and IDA,
and it was agreed that Bangladesh would take over liability for credits
made for all projects in its territory, which were not completted. Accord-
ingly, 11 such credits in an aggregate amount of US$151.4 million have
since been made to Bangladesh. Of this amount, US$44.1 million has been
used for the notional repayment of amounts disbursed under the correspond-
ing previous credit agreements with Pakistan. Bangladesh has recently
agreed to enter discussions with all members of the Pakistan Consortium
concerning tne assumption of liability for debts on account of projects
visibly located in Bangladesh. The Bank, too, has started discussions
with Bangladesh with a view to the taking over by Bangladesh of liability
for the remaining amounts which were fully disbursed for the benefit of what
is now Bangladesh under Bank loans and IDA credits to Pakistan.

14. Of the US$1.2 billion lent to Pakistan (East and West), West
Pakistan received about 72%. During its long association with Pakistan,
the Bank/IDA has been involved in almost all sectors of the economy. Until
1972, 38% of the total commitments were for the public services, 29% for
agriculture, 22% for industry, 10% for industrial imports, and 1% for educa-
tion. Lending for public services amounted to some US$325 million and in-
cluded loans and credits for railways, electric power, gas pipelines, Karachi
Port, highwavs, telecommunications and water supplies. A large part of the
lending for agriculture was for Indus Basin projects. The lending for in-
dustry hias been mostly through the Pakistan Industrial Credit and Investment
Corporation (PICIC). For all the projects for which loans and credits are
now being disbursed, construction is now going ahead satisfactorily. The
principal problems being encountered are that the rates charged by the public
services have not kept pace with the inflation and hence some utilities are
not earning the returns which they need, and that some borrowing agencies
have financial problems arising from the loss of assets in the former East
Pakistan. Annex II contains a summary statement of Bank loans and IDA
credits as of March 31, 1974 and notes on the execution of ongoing projects.

15. Lending operations will in future have two main objectives. The
first is to continue to improve the institutions which are responsible for
the principal public services which have benefitted from Bank Group lending
in the past, namely, the Port of Karachi, the Telegraph and Telephone Depart-
ment, the Water and Power Development Authority, the Pakistan Railways, and
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the Sui Northern Gas Pipelines Company. In most of these, institutional
improvements are being made with technical assistance financed by the Bank
and in some cases, major reforms are likely in the near future. The second
objective is to expand lending operations in other fields and, for this
purpose, a number of missions have visited Pakistan, or will shortly do so,
in order to examine the problems and possibilities of preparing projects in
other sectors. A mission to review the drainage and irrigation sector has
just returned and has identified a number of projects in the field of irri-
gation, salinity control and land reclamation. Another mission has been
studying the results of a UNDP-sponsored technical assistance project for a
master plan for the city of Karachi. Other missions which will visit Pakistan
in the next few months will study the Government's plans for rural development
and for the encouragement of small industries. Bank Group assistance will
also be continued for the industrial sector by financial assistance for the
Pakistan Industrial Credit and Investment Corporation (PICIC) and the Indus-
trial Development Bank of Pakistan (IDBP).

16. For the current fiscal year, two operations have alread) been
approved, a Bank loan of US$25 million for industrial investment to be
administered by PICIC, and a credit of US$35 million for rehabilitation after
the flood of August 1973. A loan of US$35 million for the Multan Fertilizer
project is scheduled for consideration by the Executive Directors on May 7.
The proposed credit will complete the lending program for this fiscal year.
A project for telecommunications is under consideration for FY 1975, and
projects for highway improvement, for the expansion of the natural gas
transmission system and for seed multiplication are being prepared. Over
the longer term, the Bank Group's lending program for Pakistan will include
increasing emphasis in the area of irrigation and drainage, livestock, rural
development and credit in the agricultural sector; assistance to the new
National Development Finance Corporation, as well as continued support for
PICIC and IDBP; and urban projects with emphasis in Karachi and Lahore.

17. In addition to its lending operations, the Bank will continue
to serve as Chairman of the Pakistaa Consortium. The next meeting of the
Consortium will be held in Paris on May 14 and 15, at which the new economic
report prepared by the Bank will be considered.

18. IFC has made nine investments in Pakistan for a total of US$28
million, of which US$20.7 million was by way of loans and US$7.3 millioa by
equity participations. (They are shown in Annex II.) About US$14 million
remains outstanding. The enterprises assisted by IFC include three in the
field of pulp and paper products, two in textiles, and one each in steel,
cement and fertilizers. IFC is also a shareholder of PICIC.

PART III - T1E TRANSPORT SECTOR IN PAKISTANr

19. The main traffic flows in Pakistan connect the thickly populated
area around Lahore with the port and industrial area of Karachi some 700
miles to the south, with the industrial and agricultural areas around
Lyallpur, Sargodha and Kushab to the west and with the administrative center
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of Rawalpindi and Islamabad to the northwest. All these main routes are

served by rail, road and air transport and by a natural gas p:ipeline system

based on the Sui and Mari fields.

20. Pakistan Western Railways (PWR) is Government-owned and operated

and constitutes one of the largest organizations in the country. For many

years the railways provided the main means of mechanized transport; however,

ar. increasing proportion of transport is being carried by road, and railway

traffic has shown little overall growth. Freight traffic in t:on-miles is

now divided about equally between road and rail. PWR's operations have been

studied in 1970/71 by consultants, financed under a Bank loan,, who have made

recommendations for improvements in management and operations which PWR in-

tends to implement with the consultant's assistance.

21. Motorized road traffic is growing at about 10% a year and is the

principal means of transport in urban areas. While truck transport has been

free of significant Government regulations for more than a decade, bus

regulation was liberalized only in 1970. Since then, there has been an

increase in the number of buses in operation and a substantial improvement

in service. Animal-drawn traffic remains important in rural areas. The

overall condition of the road system ranges from fair to poor:; total length

is about 48,000 miles, of which about 33,000 miles are unimproved.

22. Air transport is provided by the Government-owned Pakistan Interna-

tional Airlines which operates international and domestic services. The

number of passengers carried on West Pakistan domestic routes showed an

average annual growth rate of 11% from 1962-71.

23. Pakistan's merchant marine in 1972 consisted of some 57 vessels,

about 600,000 dwt, which carried about 8% of the country's overseas trade

(15% if petroleum is excluded); the National Shipping Corporat:ion accounted

for about half the ships and 75% of the goods carried; except in 1971-72,

its operations have been profitable.

24. This basic structure of the domestic transport system has not been

changed by the events of the past two years, but important chatnges are taking

place in the pattern of Pakistan's international aviation and shipping oper-

ations which are developing new route patterns. Also, overlarLd traffic to

the Middle East and Europe is beginning to develop.

25. Public development expenditures for transport reflect the increased

emphasis being given to highways, which were allocated 42% of such expenditures

in 1972/73, and, according to the recommendations of a Bank-assisted Transport

Coordination Study, this pattern should continue for at least the next five

years. The study also indicates that the railway system operates inefficiently.

The railways have received a substantial amount of external aid (Rs. 1,200

million over the past ten years) for capital expansion, but the growth of

traffic has been slower than expected. Improvements in railway operational

efficiency have a higher priority than additional investments in the near

future.



PART IV - THE PROJECT

26. The Bank Group has been associated with the development of
Karachi Port for almost 20 years. Bank loans of US$14.8 million and
US$17.0 million were made in 1955 and 1964 to assist earlier development
programs. The loan for the first project was fully disbursed in 1962. The
second project was delayed by difficult foundation conditions and later by
the Indo-Pakistan wars and labor troubles. The difficulties have now been
brought under control and the berths are in use, although a transit shed and
some ancillary works remain to be completed. All foreign currency expendi-
tures are expected to be made before the revised Closing Date of June 1974.
An engineering credit of US$1.0 million was made in 1970 for studies in
preparation for the Third Karachi Port Project, for which a credit was
approved on June 28, 1973 (Credit 422-PAK) and became effective on
December 14, 1973.

27. The total of imports and exports passing through the Port of
Karachi has grown from 5.8 million tons in 1964 to 10.3 million tons in
1973. The port is intensively used, with a berth occupancy of almost 100%,
made possible, in part, through double-banking of ships and at the expense
of substantial ship waiting time. The Third Karachi Port Project consists
of the construction of four additional general cargo berths and the re-
construction of a road bridge in the port area and will complete the devel-
opment of the general cargo berths in the present port area. However,
additional general cargo berths required by 1979 will require development
of the so-called "Western Backwater" of Karachi Port. A feasibility study
undertaken with UNDP financing indicated that the Western Backwater could
a:.so be used for deep-drafted bulk carriers. However, the Government is
also consideting the desirability of developing additional port factlities
for bulk materials, such as oil and iron ore, at Phitti Creek, ten miles to
the east of Karachi. A prefeasibility study of this site has been made by
a Japanese technical assistance team; but, since the cost of developing a
wholly new port will be substantial, a proper evaluation of relevant tech-
nical and economic factors is needed before such a major decision is taken.
The Government is undertaking the necessary studies.

28. The port has three oil berths. One berth built in 1910 is very
dilapidated, and all three have very limited alongside depths of water, so
that imports of crude oil tend to be carried in small, old tankers with low
discharge rates. The proposed project will provide a new oil berth to
replace the dilapidated pier and to meet the expected future growth in oil
traffic until about 1981; it is based largely on the recommendations of
consultants appointed under the 1970 engineering credit. It was appraised
in August 1973, and negotiations took place in Washington in March 1974.
The Government of Pakistan was represented by Mr. A.M. Mufti, Economic
Minister of the Pakistan Embassy and the Karachi Port Trust by Admiral
Hasnain, Chairman of the Board, Mr. Aftab Alam, Engineer-in-Chief, and
Mr. Z. Zaidi, Chief Accounts Officer.
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29. The Appraisal Report (No. 303-a-PAK) on the proposed project
is being distributed to Executive Directors separately. A project summary
is attached as Annex III.

30. The Port of Karachi is managed by a body corporate known as the
Trustees of the Port of Karachi (KPT) - a Board consisting of eleven trustees
representing shipowners, shippers, labor, and the Government, including a
chairman appointed by the Government. The chairman is respor,sible for day-
to-day port operations. The KPT is a generally efficient organization, with
adequate authority to carry out its responsibilities. Some improvements in
its organizational structure and its accounting system were suggested by
mtnagement consultants retained under the 1970 Engineering Credit and KPT
is expected to implement a new management and cost accounting system, and to
make changes in the organizational structure, by June 1975.

Project Description

31. The project consists of the construction of an oil berth capable
of accommodating 75,000 dwt oil tankers, complete with oil handling facili-
ties, and equipment for fire-fighting and for containing and removing any
spillage occurring during the unloading process. The berth will initially
be dredged to 44 ft. alongside to accommodate 45,000 dwt tankers at all
stages of the tide; the project includes the purchase of a trailing-suction
hopper dredger. In addition, the present 29 ft. deep approach channel will
be deepened in two stages, first to 37 ft. (35/40,000 dwt tankers) by
contract dredging and, when this is completed, KPT will further deepen it
to 40 ft. (45,000 dwt tankers) using the trailing-suction hopiper dredger,
the purchase of which forms part of the proect. KPT will also deepen
alongside one of the existing berths so that it can handle 35,000 dwt tankers.
A sectLion of the approach channel will be dredged to 45 ft. (75,000 dwt
tankers) to study the feasibility of maintaining the channel at that depth.
Appropriate navigational aids are included in the project, whtich also
provides for technical assistance for operating and maintaining the new
dredger and assessing results of the test dredging. Consultants will super-
vise the civil works, contract dredging and dredger construction. To ensure
the utilization of the expanded port oil berth facilities, Patkistan has agreed
to guarantee the proposed expansion by the oil companies of t:heir respective
tankage and pipeline facilities (Section 3.04 of the Development Credit Agree-
ment).

Cost andl Financing of the Project

32. The total cost of the project is estimated at Rs. 236.5 million
(US$23.9 million equivalent), and the foreign exchange component is about
Rs. 162.0 million (US$16.4 million equivalent) of which Rs. 158.4 million
(US$16.n million equivalent) would be financed by the proposed credit; the
balance of foreign exchange, Rs. 3.6 million (US$0.36 milliorn equivalent)
incurred by KPT in operating the new dredger for the maintenance and further
dredging of the approach channel from 37 to 40 ft. under the Project will be
met by KPT. The estimates for civil works, which include a 10% allowance
for physical contingencies and an allowance for price increases of 20% on



foreign currency costs and 29% on local currency costs, are based on final
engineering studies. All contracts for civil works, equipment and dredging,
together with procurement of the dredger, will be awarded on the basis of
international competitive bidding. Evaluation of bids for civil works will

include a 7-1/2% preference for eligible domestic contractors. Details of
the cost estimates, which include customs duties, and estimated disbursements
are shown in Annex III.

33. The project is a part of KPT's investment program through 1983,
which amounts to US$155.3 million equivalent and includes the ongoing and
proposed Bank Group projects, the construction of six berths in the Western
Backwater estimated to cost US$70.0 million, and other capital expenditure
amounting to US$23.2 million. About 42% of the funds required for this pro-

gram will be met from KPT's own resources, 2% from grants, and the remaining
56% from borrowing.

34. The financial position of KPT is sound and, provided port charges
are maintained at adequate levels, it should have no difficulty in meeting
all operating expenses and debt service requirements, and in providing its
required contribution to the financing of the investment program. To this
end, KPT has agreed to maintain a rate of return of not less than 4% on net
fixed assets from 1976 through 1981 and 7% from 1982 onwards, and has under-
taken to adjust its tariff structure by July, 1975, so as to include the
introduction of charges related to berth occupancy time (Project Agreement,

Sections 4.05 and 4.06).

35. The proposed IDA credit would be made to Pakistan which would

relend the proceeds to KPT for a term of 25 years, including a 5-year
grace period, with interest at 7-1/4% per annum.

Economic Justification

36. The dilapidated condition of the existing 25,000 dwt capacity Oil
Pier No. 3 makes its replacement a matter of urgency. A berthing accident
could, at any time, destroy the pier, thus depriving the port of one-third
of its present capacity for berthing oil tankers. This could result in

serious ship delays and a rapidly escalating cost to the Pakistan economy
in the form of demurrage fees and higher freight charges, as well as a
shortage of petroleum products, which would have far-reaching effects on
the economy. The proposed project, therefore, would have very great, although
unquantifiable, benefits in the form of assured capacity to handle forecast

oil traffic until about 1981. In the absence of any significant new discov-
eries in the domestic oilfields, the proportion of crude oil requirements
supplied by imports will continue to increase with the demand for petroleum
products. Consumption of middle distillates, the most important of the re-
fined products, is forecast to increase at 8% per annum. The forecast as-

sumes that the escalating cost of crude oil will have only a limited impact

on consumption and that balance of payments considerations will not result
in Government action to restrict imports.
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37. In addition to the foregoing unquantifiable benefits, the project

would yield substantial benefits in the form of lower ocean freight costs

by permitting the use of larger tankers for petroleum imports and exports;

it would also avoid the capital cost of two smaller oil piers (for 25,000 dwt

tankers) which would otherwise be necessary before 1978 and, possibly, of a

third by 1983. These benefits yield a return of 23% on the total project

cost. Port services will be priced so as to recover the project costs and

to earn a reasonable return on invested capital, thereby ensuring that an

adequate proportion of the project's benefits accrue to Pakistan rather than

to foreign shipowners.

Ecology

38. The dredging spoil resulting from deepening the entrance channel

will be dumped in an approved area which has been used for this purpose

by KPT over a considerable period without detrimental effects on the ecology.

The provision of floating collars for containing any spillage and means of

removing it are included in the project.

PART V - LEGAL INSTRUMENTS AND AUTHORITY

39. The draft Development Credit Agreement between the Islamic Repub-

lic of Pakistan and the International Development Association, the draft

Project Agreement between KPT and the Association, the Recommendation of

the Committee provided for in Article V, Section 1(d) of the Articles of

Agreement and the text of a Resolution approving the proposed Development

Credit are being distributed to the Executive Directors separately.

40. Features of the Development Credit Agreement and of the Project

Agreement of special interest concerning the expansion of private oil hand-

ling facilities and the financial undertakings of KPT are referred to in

paragraphs 31 and 34, respectively, of this report.

41. I am satisfied that the proposed credit would comply with the

Articles of Agreement of the Association.

PART VI - RECOMMENDATION

42. 1 recommend that the Executive Directors approve the proposed

credit.

Robert S. McNamara
President

Attachments
May 3, 1974
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Page 1 of 3 pages
COUNTRY DATA - P'AKlSTAN

AREA POPULATION DENSITY
806,530 InnS 63.8 million (mid-1972) 79 Per beD

208 Per kmsSaf arable lend

SOCIAL INDICATORS

Reference Countries
PAKISTANT 

t
aid, Turkey Era-c

1960 -1970 1~970 1970 1970

GNP PER CAPITA 110$ (ATLR1 BASIS) /I 81 129 110C 310 3,100

IEMOGRAPIHIC
ru = thrate (per theasa.nd) 51 43 38 /b 40 17

Grade death rate (per thousand) 24 16 16 lb 13 12
Infant mortality rate (per thousand live births) 140 115 120-140 7-b 153 /n 15
Life eopoetonny at birth (yearn) 4,9 52 49 55 72

Grass repraduotien ratey/ 3.7 2.9 2.9 1.2
Populations growth rate 2.7 2.1 2.3 2.5 0.9 !d
Papulations growth rate - .rben 4.8 4.6 3.5 4.1 2.4 Ic

Age structure (percent'j
0-li 43 45 42 42 24

15-614 53 51 55 54 63
65 and over 5 4 3 1 13

I2evedescv ratin /14 1.6 1.9 1.2 /f I.0 ,/. 0.9 /l,

Urban populations am percent of itetl 22 28 20 38 70 /
Fanily planning: No of acceptors nsaelative (th.as.) 282 _

RNo. of users (9 of carried cmes) 4

Totai ab.r force (thoasands) 13,985 17,b018 221 i000I 15,830 20,439 /i
Percentage employed is agriclture h0 55 71 lb ,6 is 3
Percentage useeplayed ... .6.0 2.4 3

INCOME DISTRIBUTION
Pc- r,--.' otionaa income renived by highest 5%
F, -- 0 uf na,tional ien-ee received by highest 20%
Percdot of nautiasa1 inCone receiv,ed 82 lowest 20%
Percent of nationa1 inceme received hy lowest 140%

DISTIUTINONXI OF LAIID OWsNERSHIP
% eased by tap 10% of naneare 46.2
9 coned by sme11e3t 10% of eaters 0.41

H0A1TH AND0 NUTRITIOlI
Pep.lation per physician 7,490 4,500 4.000 lb 2,720 250
Papolati-n per narsing person 14,930 9,290 4,150 !k 1,630 20a
Popolatics nor hospital. hod 2,080 2,060 1.830 / 11 940 110

Per .apita calorie sopply en of -eqoiren..ots /5 .. .. 84 /I 110 In 120
Per Capita protein mopply, total (grams per day7/16 48 .. T- 268I 103
Of which, animel and poise.. . 15 -,' 22 'e. 66

Death rate 1-1i years /7 . 0.

EDUCATION
Adjusted lb primary school enrollee..t ratios 28 /n 44i 79 /3 77 120 /Ii
Ad Jested 7U secondary school enrollment ratio 13 T. 17 / 28 /s 25 /3 20 /8
Tears of schooling prnvided, first and secnsd level ID 73 l8 73j 12- 13 12
Vocational enoletas ef sea, school esrellmeest 1.4 1.6 6/.' II. 23 /h
Adult literacy rate 9 17 .. 36 IbIs ih6/

Average No. of pereose per room (aches) 2.4 0.9 /j
Pe rcen.t of occapied aurds rithout piped water7/
Access to electricity (ae 9 of total peplatiaon) 3 9
Percent of decal pepuletion cosnected to electricity 98. 

CONSII8WTION
Rasdio eevr per 1000 population 6b/c 22 /c 21 87 314
Passenger cars per 1000 popalation 1.4 /a. 2.1 Ia/v 1.1 4.0 253.2 /h
NleCtric pcs,ev Consumption (kwh P.n.) 25 Ia 112 Ia- 100 /h 245 2,281
Newsprint Consomptions P.C. kg per year 0.3- 2.0 12.0

Nlotee: Pig-res refer either to the latest Periode or to accoant of environmental temperature, body weights, and
the latest year.. Latest periods refer in principle to dietribution, by ag.eand sea of saticna1 popalations.
the years 1956-60 or 1966-20; the latest years in prin- /6 Protein stanidards (requirements) for all couctrimo as est.i-
aiple to 1960 and 1970. Only signsifioantly differet lished by 450DA Economic Research Service pres,ide for a minimum
periods or y-ar a- footnoted separately. allowance of 60 grams of total protein per day, and 20 grams of
/1 The Per Capita SIP estimates for years other than 1960 animal and palse protein, of which 10 grams ohould be animal

are at market prices, calcalated by the sane conovrsian protein. These standards are nmewhat Isers than those of 75
techniqae as the 1872 World Rank Atlas. gram of total protein and 23 grac of anleal protein as an

/2 Average somber of daughsterm per womanu of reproductiv,e average for the world, proposed by FAG is the Third World Pood
age. Sarvey.

/3 Ppalation go-sth rates are lhr the desadee ending is /7 Some stadies hav,e suggested that crude death rates of children
1960 and 197S. ages 1 through 14 nay be used asafirst approotmation index of

/4j Ratio of under 15 and 65 and over age brankets to ealnutrition.
those in labor force bracket of ages 15 throagh 614. /8 Percentage enrolled of correspending popalation of sckool age

15 PAD reference standards r epresent physiological re- as defined for each country.
quiresenta for soroa activ,ity an,d health, taking

W-Les Pakistan only; /4 1971 -scinate; /c 1967; /d 1963-70, le Over 3,000 pepelat...n; It 1971, ruie cf pc.:la1cic-
ceder 13 and 63 -cd -vr to lhbr foroc is, agc gr...p 15-59; /g Racco of popalatiemander 15 and 65 and ovcr Lo totl. .bie
feca; /i 1969; /4 1971, A.I.D4. estinate of labor force in age gr-p 15-59. tOil r-pc-t niec o figore of 180.4 ilIlie
boocd cm the 1921 pep,alati aa .e... . TIhe differece in dan L ich.ng.n is the definition of a-w-rhet In he 4971 e...a-
p-r-n acr cloe-ifie-l only ccthe booi s choir main, activity, irrepoctie yf hchece co cc tcby did any econoic -rk;

/3 1968; /b 19h6; /1 1968/69; I 19464/66; /s Pri-ay school iceI grads I throagh 5; LuS--cdar5 o) level -1eade
6thr...gh 10; /2 Up to -atricalate (10th, grade); ,/q Notiuto which inCladen -vorge tdnt; I 1985; 70 PopaILaics

of If year nd ove baund nv 17 neeplc dare cO 1971; /c Dote relatec ra dio licon.e. - oard; In Dote hbscd .c -onke
of actor Cm-, c-pe, stti-c wog-o ad ecter tools r-gi--erd; c 1968, buo-d en lBRD popolatc- cistof 57 -Ilj-ve

1wDatu relate to elcar,icity g--erted -d ho-c lootedC c ta -c o usA tasssio lose aloe



ANNiEX I

PAKISTAN - ECIONOMIC DEVEIDPMENT DATAPae2o3pgs

Actual ProJected.L~ 1960- 1965 - 1970 - 1973 - 1960 1970 1978
1960 1965 l9io 1973 1975 1978 1965 1970 1975 1978 - -__ -_

NATIONAL ACCOUINTS
5-Year Average at 1967- 1969 Prices & Exchange_Rates Average Annual Growth Rates As Percent of GDT

Gross Domestic Product 4877.6 6660.6 9067.2 10194.3 11476.4 14059.0 6.4 6.4 4.8 6.7 98.6 100.8 97.9
Gains from Terms of T'rade() 69.1 101.9 -71.8 204.9 233.5 308.6 . . . . 1.4 -0.8 2.1
Gross Domestic Income 4946.7 6 762.5 n85r I nWTC 11709.9 T=FlTh 6.5 5.9 5.4 6.6 T=n TST T=Ot

Import (incl. NoSs) 621.0 1067.3 1016.0 1173.0 1395.0 1661.6 11.4 -1.0 6.5 7.2 12.6 11,3 11.6
Exports 1 (import capacity) 323.9 529.4 679.9 98.82 971.7 1331.2 10.3 0.1 7.4 9.9 6.5 7.6 9.3
Resource Gap 297.1 537.9 336.1 -74- 42. 3.4 . . . . 680 r7 2T3

Consoumption Expenditures 4423.9 5946.9 7943.7 9579.4 10683.0 12514.2 6.1 6.0 6.1 5.4 89.4 88.3 87.1
Investment II (incl. stocks) 819.9 1353.5 1387.8 1164.4 1450.2 2i83.8 10.6 0.5 0.9 13.4 16.6 15.4 15.2

Dome stic Savings 522.8 815.6 1051.7 819.8 1026.9 1853.4 9.3 5.2 -0.8 19.6 10.6 11.7 12.9
National Savings 516.9 788.8 1009.3 884.9 1088.7 1912.6 8.8 5.7 1.5 17.9 10.4 11.2 13.3

MERCHANDISE0 TRADE Annual Data at Current Prices As Percent of Total

Imports
Capital Goods .. . . .
F'uels and intermediate goods .. .. .

Total Mereh. imports (cif) UNBEtt -EM-T TYST 'VE5U.9 rT33T TXIBE7 10.5 -0.8 8.4 9.0 T9-0-0 100.0 1O0-0.

Exports
PiayProducts

-Manufactured Goods .

Total M-ech. Exports (fob) 275 57 38 2.4 -54-4 8 -650 8 56.3 1F25 0.2 8.4 7.3 9.5 14.0 100.0o -100.0 100.0
Tourism and Border, Trade

merc,handise Trade indices Avrg 1976-10
Sio~port Plrice Index 91.20 94.06 87.08 125,15 131.49 141.60 0.62 -1.53 8.6 2.5
Inpor:~ Price Index 104.67 70.68 99.75 95.09 99.90 107.58 -7.55 7.13 0.0 2,5
Terms of Trade Tode- 87.13 133.09 87.30 131.62 131.62 131.62 8.84 -8.08 6.5 0.0

Exors thselor 57.03 92.70 127.26 105.63 132.52 179.80 7.72 9.00 8.81 11.30

"AIE .U- 5T PDTK 1O VCT09 Annual Gala ot 1967-6 9Prices and Exchange Sates Average Annual Growthl Sates As Percent of Total

Akgri.cult,,re 2030 3442 3217 3407 3 .7 5.6 45.3 38.2
Tnduttry and Mining 4/ 674 1249 1796 1996 13.1 7.6 15.0 21.3
.E,r'ice 1778 2523 3409 3874 7.3 6.2 39.7 ... L.j 
Total. 4483 614 82 97767 6.2 100.0 00.

1NTPLiE FINANICE 3/ As Percent of 0130
Cen-tral Government)

Current Rceceipts , 1154 1744 . 12.2
Current Expenditures . 928 1134.. 9.8
Budgetary Savings .. .. 226 610 19.6
Gther Public Sector I/ .. .. -90 -272 . -0.9
publin Sector Inveotnent 2/ .. .. 642 584 .. 6.8

Us $ million.
CURRENT EXPENDITURSE DETAILS Actual- Prolix. ot. Proj CRDET11L 01N At end 19 -- P and Eli
As % Total Current E~xpend.) 19 19 19 39- 19 P05L0C SECTOR First Plan 7 ofTotal
Education .. . T NVESTMENT PR1061GE 'l9 / 1 
Other Social ocroice.s.. .. .. lia Sectors
Agriculture .. .. Agriculture
Gther Economic Services.. . Indusstry and Mining
Admsinistration and Defense .. . POwer
Oitber.. . Transpr.t and communinations
Total Current Expenditu~res Other

_________________________________________________________________ Total Expenditures

SELECTED INDICATORS 1960- 1965- 1970- 1973- FINIANCIN1G
(Calculated from 3year averaged data) 1965 1970 1975 1978
Average TCOR 3.0 2.8 1.9 775 public Sector Savings
Tmport Elasticity 2.0 -0.15 2.6 0.5 Plrogram mid cou.nterpa.rt
Ft.rginal Domestic Savings Rate 16.1 10.6 -0,9 20.0 Foreign Project Aid
Narginal National Savings Rate 15.2 9.9 1.8 20.0 Total. Financing

LABOR PORCE AND Total Labor Force Value Added Per Worher (19 67-69 Prices & xc. Bates)
OUTPUT PER WOORKEP Is Millions % of Total 19 60 -70 In UJ.S.DSollar PretoAverage 1960 -70

19 60 19 70 19 60 19 70 Grow.th Rate 19 60 19 70 19 60 19 7f Growth Rate

Agriculture 8.3 9.6 59.6 54.8 1.5 244 335 74.8 70.1 3.2
Industry 2.2 3.4 16.0 19.4 4.3 306 578 95.0 110.4 5.6
Service 3.1 4.2 22.2 23.6 3.0 574 812 178.2 169.8 3.5

Total ~~~~~ ~ ~~13.6 172 78 97.8 77T 572 T7W T5-FTo 100.0C 4.0
U.allonuted 0.3 0.4 2.2 2.2 -- ---
Tntel 13.9 17.6 100.0 110.0 2.3 322 478 100.0 1.00.0 4.0

sot applicable -nil or negligible
not available - less tha~n half the

smallest unit shown

1 Sa-iago of the p-nis-ial Goermeent and astonomno- bodies.
2/Cunbi-ed investment of Central and pr-ei-cial Gove-nteos aad autoonmuso bodies.
3/At current prices ned ceastame exchange cocos of Rs. 4.762 per nS 9. Data foe 1972/73 are bodgets etinutes.
4/ Icludes anmofact-ring, mining and quarrying, const-utiom, electricity, gas, water and sasitorv serices.
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aBAN.ACE OF PAYMENJTS, EXTERNAL ASSISTANCE AND D140T

tansane n mllonscEU.S. d.11-r at current prices.

Avg. Anesa

Actna7
7
' Estl-ted

1 2
ProJ.nte

4
ro-th Rate

1966/70 9771 1 19 17/3 17/4 1ZZ 1975/76 1967 977 2l.9 974-1978

S01810A1Y BALANCE 0F PAYIRNTS

40,srt (ilcd. lIS) 951 1,200 7,271 1,392 1,502 1,627 3,476 6.2
roct(i-nl. NFS) 7,018 1,600 7,785 1(,,961 2.166 2,397 6.2322 0.4

B.oorn P -onex-m) -83 -40 -7514 - 569 - 664 - 770 -2,756

Tooot(_et)L2 - 98 - 113 - 126/
3

-131123 134/3 13613 - 167-0 4.7

Di-vt -M-snot Insan -20 - 20 - 21 -22 -23 -23 - 32 1.36
Ilor'kers'Reittanc 130 130 136 142 147 137 705 5.0

CuratOvcfos(e)31 30 30 30 30,,J 30,,,f,, 30,,~,,f -
i4alnoeo uno ccut -44 373 -91 -55 -44

Private Otret a-vs m-t 10 70 10 10 10 10 10
Officlal Capital (Irats 21 20 20 20 207 27 20 

Pablits M16T Ians
rfllb--ouost 344 412 400 40 40 40 0

-ions -nc /2 8 _ _ _ _ _ _ _ _ _ 9 _162 2072/ 236/3 333 3 ih .! j 3f 105
7e io -noats 255 248 128 114 100 1512

ithor 91417 Jnu-

-ORvaysote ___ 10 Ii 0io 10 10 10 io -

lapital Tra-ectiss n.e.. -6 57 19 19 171971
Change in Net ioRvee-+152 DEBT AND) 11000 5002310 

P,mlic Debt Out. , Dlsbsrsed 4,151

I Inter-t .c lablie Det /2 90
RePsynetso Pablic DbAt- 89

*~b I±11 T 10 .oan To tal Psb ioDebt S-ris 187

7T77D - 5t6ev Debt S.rvuc (sat) 10
1174 95 Total Debt Serv.c (ret) 90
Otie
009cr Oulll.tiscrs 30 Ucdca uEpsrt Eh-moSp 9

Suppliers - Pablin Debt Serice 17.6
FPisrols Th-ti-tit-n T.Otal Debt S-nine 18.6

Grads - E~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~DSD-Stot be-t. Inn. 21.4

r.L,l --T7 .501 Average Ter- of labie Debt

Act-ul Debt Oststacninge Dec 31, 1072125 Tnt. as % PriIo Yes 5OD 2.6
UXTT012AL DBU Dfiehb=.d oily Percet A-nt.s Prlir Year D440 2.4

lAn,d 3ank 328 0.4
IDA 366 9.4 1870 Debt lot. & Dtebored 376.0
Other >ltltilstcrol 11 0.3 " s Pjblia Debt 0637 7 .6

llvoar,o,ootu 2,891 ~~~~~~~~~~~~~~~~~~~~~~~~~73. " c Pcblt Debt S-rvt- 29.0

F1sa-oI.. Cot.itatin 76 1.9 111 Debt Oct. t, Di.ba-od 4143.1
Grads - 50~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ 9 bliv Deut 04D 10.0

PuIblic Debts o.e.l. - an 9Pblio Debt S-rioe 0.4
Total Pablic 91610 SeAt 3,0713 1 0-0.

06ev 9611 Debts
Short-tre Debt (dish, only)

ant applis-ble staff setitert /I lg 12 End of Pcrlod.
not no lble - il or rgligible ss /51-Isold- debt ---snated ansn fnc

net avaiLable separtely - _e than half the LI oOlfiel:d by. abort-tens dcbo -Ile) - Bacglade-h prier to D-scohe 1971.
but -nsaded to naa-olet ateead -cnhdelei

vicibly Io.aned is. eaneladesh-
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THE STATUS OF BANK GROUP OPERATIONS IN PAKISTAN

A. STATEMENT OF BANK LOANS AND IDA CREDITS
(as at March 31, 1974)

Loan or US$ Million
Credit Amount (less cancellations)
Number Year Borrower Bank IDA Undisbursed

/aFifty-five loans and credits fully disbursed- 393.8 291.2 -

266 1960 Pakistan Indus (Multipurpose) 90.0 - 17.3
50 1964 Pakistan Education - 8.5 2.1

376 1964 Karachi
Port Port Development 17.0 - 2.1

548 1968 Pakistan Tarbela (Multipurpose) 25.0 - 25.0
145 1969 Pakistan Telecommunications - 8.7 0.5
590 1969 PICIC Industrial Development 40.0 - 2.7
621 1969 Pakistan Western Railway 14.5 - 6.0

\I157 1969 Pakistan Agricultural Bank III - 30.0 6.0
177 1970 Pakistan Industrial Development

(IDBP) - 20.() 10.8
696 1970 SNGPL Sui Northern Gas III 19.2 - 1.0
I8e .970 Pakistan Telecommunications II - 15.0 5.0
206 1970 Pakistan Engineering Education - 4.0 3.8
213 1970 Pakistan Power Distribution - 23.0 19.0
396 1973 Pakistan Industrial Import

Program II - 45.0 4.0
422 1973 Pakistan Karachi Port III /b - 18.0 17.4
961 1974 Pakistan Industrial Investmen S- (25.0) - (25.0)
466 1974 Pakistan Flood Rehabilitation- - (35.0) (35.0)

TOTAL 599.5 463.4 122.7
of which has been repaid 249.1 1.5

T'otal now outstanding 350.4 461.9

Anmount sold 22.3
of which has been repaid 22.2 0.1 -

Total now held by Bank and IDA/- 350.3 461.9

Total Undisbursed 54.0 68.7 122.7

/a Includes the disbursed portion of loans and credits wholly or partly
for projects in the former East Pakistan except for these portions of
credits which have been notionally repaid out of credits reactivated
for Bangladesh.

/b Not yet effective, and amounts in parentheses are not included in total.

/c Prior to exchange adjustments.
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B. SIATHENPT OF IFC INVESThliETS (as at MIarch 3 1 1974)

Amount in USS Million

Year Obipgor lype of Business Loan Equity Total

1958i Steel Corp. of Pakistan Ltd. Rolled Steel Products 0.63 - 0.63

1959 Adamjee Industries Ltd. Textiles O.75 - 0.75

1962-
1965 Ismail Cement Industries Ltd. 5.25 0.42 5.67

1963-
1969 PICIC Development Financing - 0.49 0.49

1965 Crescent Jute Products Textiles 1.95 - 1.95

1965 Packages Ltd. Paper Products 2.31 0.84 3.15

1967 Pakistan Paper Corp. Ltd. Paper 3.20 2.02 5.22

1969 Dawood Hercules Chemicals Ltd. Fertilizers 1.(0 2.92 3.92

1969 Karnapliuli Paper Mills Ltd. Pulp and Paper 5.60 0.63 6.23

'J'otal Gross Commitments 20.69 7.32 28.01

Less: Cancellations, Ter-
minations, Repayments
and Sales 13.:37 0.91 14.28

Total Commitments Now Held by IFC 7.32 6.41 13.73
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C. Projects in Execution

Loan No. 266 Indus Basin: US$90 Million Loan of September 19,
1960; Closing Date: December 31, 1975

All major project items (except Tarbela Dam) have been completed.
Some minor remedial works have still to be finished and settlement remains
to be made on a number of claims. Further disbursement of this Loan (main-
ly for Tarbela Dam), which was interrupted in 1971 by agreement with the
United States in order to disburse first the loan contribution of the
United States to the Indus Basin Development Fund, has now resumed. Work
on the Tarbela Dam project is proceeding on schedule. The original Closing
Date of September 30, 1973, has been extended to December 31, 1975.

Cr. No. 50 Education: US$8.5 Million Credit of March 25, 1964:
Closing Date: June 30, 1975

The project suffered initial delays due to administre.tive
difficulties, shortages of building materials, lack of local funds, the
1971 war and, more recently, extensive floods. The pace of implementation
has i:nproved but problems of equipment procurement and shortages of building
materials remain. All construction contracts have been awarded, of which
about 76% are completed. Equipment installed at the agricultural university
represents about 80% of the total allocated. The project is expected to be
completed by the new Closing Date.

Loan No. 376 Karachi Port: US$17.0 Million Loan of March 14, 1964;
Closing Date: June 30, 1974

The execution of this project has been delayed substantially. The
total cost of the project has increased from the original estimate of US$37.5
million to US$47.0 million but there has been no change in the foreign
exchange component of US$17.0 million. This increase has not materially
affected the economic justification of the project. The project was first
delayed by difficulties with the original design of the wharves. In 1967
work had to be suspended and the wharves redesigned. Later, it was found
that more extensive soil investigation was necessary, which meant further
delay. The war in 1971 and labor troubles also contributed to the delay.
The difficulties now appear to have been brought under control and the
works are now approaching completion. The dredging operations, although
more than 90;% complete, are still behind schedule but are now being expedited.
The original Closing Date of March 31, 1969, was extended first to June 30,
1972, and then to June 30, 1974, the current date.

1/ These notes are designed to inform the Executive Directors regarding
the progress of projects in execution, and in particular to report
any problems which are being encountered, and the action being taken
to remedy them. They should be read in this sense, and with the
understanding that t'.ey do not purport to present a balanced evalua-
tion of strengths and weaknesses in project execution.
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Loan No. 548 Tarbela Dam; US$25.0 Million Loan of July 10,
1968; Closing Date: December 31, 1977

The Loan is intended for residual financing, and no disburse-
ments are expected until FY 1976. Good progress is being maintained on
the project. On September 29, 1973, the Indus River was diverted through
tunnels on schedule to enable the final stage - the construction of the
closure section of the dam - to be undertaken. The main civ:il works
contractors have submitted substantial claims on account of 'Labor costs,
inflation and the 1972 devaluation of the Rupee which are being considered
by a special Government committee.

Cr. Nio. 145 Telecommunications; US$16.0 Million Credit of
March 6, 1969 Closing Date: December 31, 1974

Cr. No. 186 Telecommunications;_SU$15.0 Million Credit of
May 22, 1970; Closing Date: December 31, 1975

Th,ere have been delays in implementing both these credits. The
original proposals allowed for the expenditure under the two credits of
about US$11.3 million in the former East Wing and US$19.7 million in the
West. US$5.2 million of the undisbursed balance of Credit 145-PAK was
cancelled in November, 1972 after a telecommunications project to Bangladesh
was approved. The Closing Date of 145-PAK was extended from the original
date of December 31, 1972 to December 31, 1974. The Closing Date of Credit
186-PAK has been extended from December 31, 1973 to December 31, 1975; and
the credit proceeds have been reallocated to reflect the increased costs
of imports resulting from the realignment of currencies. This will also
allow GOP more time for the reorganization of the Pakistan Telephone and
'lelegraph Department, the introduction of an effective accounting system
and the completion of installation of equipment under the Credits.

Loan No. 590 Development Finance Compan - PICICL US$40.0
Million Loan of March 21, 1969; Clos:ingDate:
September 30 1975

This Loan has been fully committed. The original C:Losing Date
of March 31, 1974, has been extended to Septenber 30, 1975, to enable
disbursements to be made for the last sub-project.

Loan so. 621 Railways; US$14.5 Million Loan of Jurte 26, 1969:
Closing Date: December 31 1975

Progress on (a) tile renewal ancd improvement of track and bridges,
and (b) relhabilitation and improvement for workshops and depots has been
satisfactory. tiowever, the proposal for the expansion of the marshalling
yard at Samasata has been dropped and the first phase of a new marshalling
yard at Pipri has been included instead. The change was based on a
feasibility study conducted by consultants (SOFRERAIL, France), who indicated
that a new yard at Pipri would be economically and operationally preferable.
The original Closing Date of December 31, 1972, has been extended by three
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years to December 31, 1975, to allow time for Pipri yard to be built and

the balance of the loan has been reallocated. PWR has also reappointed the

consultants for a period of 18 months.

Cr.. No. 157 Agricultural Development Bank: US$30.0 Million
Credit of June 26, 1969j Closing Date:
December 31, 1974

Disbursements under this Credit are very much behind the original

schedule. Delays in issuing import licenses and slowness in lending for

tubewells because of difficulties in providing electrical connections were

originally responsible for this delay. The original Closing Date of

June 30, 1972, was first extended to June 30, 1974 and then to December 31,

1974.

Cr. No. 177 Development Finance Company- IDBP: US$20.0 Million

Credit of February 11,_970; Closing Date:
December 31, 1977

Altlhough IDBP has restored its organizational effectiveness, the

loss of the former East Pakistan had far-reaching repercussions on its

financial position. Pending a satisfactory solution of this problem, and

to enable IDBP to resume lending to industry, the unwithdrawn amount of the

credit has been converted into a Government owned fund administered by

IDBP as an agent of the Government. The original Closing Date of

Decerber 31, 1974, has been postponed to December 31, 1977.

Loan No. 696 Gas Transmission: US$19.2 Million Loan of June 29,
1970; Closing Date: December 31, 1974

The 1971 war has delayed execution of this project and also

caused a small increase in its cost (less than 3%). The project was

substantially completed in July 1973, but to enable disbursements to be

made for retention payments and some equipment procurement, the original

Closing Date of June 30, 1973, has been extended to December 31, 1974.

Cr. No. 206 En ineering Education: US$4.0 Million Credit of
June 29 1970; Closing Date: December 31, 1976

Construction of the College started in February, 1974. Civil

works and equipment procurement will probably be completed before the

Closing Date but the staff development program has been slow to start and

may extend beyond that time. The cost of the civil works is expected to

increase from Rs 16 million to Rs 31 million. But due to the devaluation

of the rupee, the credit amount will be sufficient to meet IDA's share of

this increase. However, the Government will need to provide an additional

Rs 6.7 million to make up its share.
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Credit 'No. 213 Power Tran;mission and Distribution: US$23.0
Million Credit of August 14, 1970; Closing Date:
December 31, 1975

Implementation of the project is ncw proceeding much more
satisfactorily. Contracts to the value of about US$17.0 million equivalent
have been placed. Orders for remaining equipment are expected to be placed
soon. The first consignments of equipment are beginning to arrive in
Pakistan. Some difficulty has been experienced in acquiring the necessary
sites for substations and the delivery of six 30MVA transformers has had
to be delayed. WAPDA is making every effort to speed up acquisition pro-
ceedings. The original Closing Date of December 31, 1974 has been postponed
to December 31, 1975.

Cr. No. 398 Industrial Import II: US$45.0 Million Credit of
June 15, 1973: Closing Date: Septe ler 30, 1974

Disbursements will be completed by the present Closing Date of
September 30, 1974.

Cr. No. 422 Third Karachi Port: US$18.0 Million Credit of
July 19, 1973; Closing Date: June 30, 1979

Credit was made effective on December 14, 1973.

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

This loan became effective on April 3.

Cr. No. 466 Flood Rehabilitation: US$35.0 Million Credit of
March 18, 1974; Closing Date: June 3(), 1975

Not yet effective.
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PAKISTAN-KARACHI PORT IV
CREDIT AND PROJECT SUMMARY

Borrower: Islamic Republic of Pakistan

Beneficiary: Trustees of the Port of Karachi

Amount: US$16.0 million equivalent

Terms: Standard

Relending Terms: 25 years, including 5 years grace, with
interest at 7-1/4%.

Project Description: Part A - Items to be financed by the proposed credit:

(a) construction of a new oil berth to accommodate
75,000 dwt tankers; dredging alongside to a

depth of 44 ft (45,000 dwt tankers);

(b) immediate contract dredging of the approach
channel to a depth of 37 feet (about 35/40,000
dwt tankers); test dredging a secticn of the
approach channel to 45 ft. depth;

(c) purchase of a 2,000 m3 capacity dredger for main-

taining the approach channel and deepening it
to 40 ft (45,000 dwt tankers);

(d) provision and installation of hose handling
equipment and common user pipelines within the
port limits; fire-fighting equipment; naviga-
tional aids; and floating collars and other
spillage control and disposal facilities;

(e) consulting services for supervision and technical

assistance to KPT for training of local staff
in operation and maintenance of the dredger,
and to assess results of the test dredging.

Part B - Items to be financed by KPT:

(a) Increasing the alongside depth of one existing
oil berth to 38 ft;

(b) deepening the approach channel from 37 ft to
40 ft depth with the dredger provided under
Part A.
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Estimated Cost:

US$ Million
Local Foreign Total

Part A

Civil works for the new oil berth and
navigational equipment 1.58 2.32 3.90

Dredging 37 ft approach channel 0.93 3.40 4.33

Provision of hose handling equipment
and pipelines 0.27 0.55 0 82

Provision of 2000 m3 capacity
maintenance dredger 1.87 6.00 7.87

Engineering services and technical
assistance 0.15 0.61 0.76

Contingencies 1.63 3.12 4.75

Sub-total 6.43 16.00 22.43

Part B

Dredging (to 40 ft) the approach channel
to the new o-.l berth with the dredger
provided under Part A and increasing
the alongside depth of an existing oil
berth 1.09 0.36 1.45

Total 7.52 16.36 23.85

Financing Plan: IDA will finance the foreign exchange component of Part A
of the Project; all local currency costs, and foreign
exchange cost for Part B, will be financed by K.P.T.

Estimated Disbursements: US$ Million _ _

FY1975 FY1976 FY1977 FY1978 FY1979

Annual 1.7 7.3 6.1 0.6 0.3
Cumulative 1.7 9.0 15.1 15.7 16.0

Procurement Arrangements: Contracts for civil works, equipmEtnt, dredging
(other than that in Part B of the project to be
undertaken by KPT itself) and procurement of the
dredger will be awarded on the basis of inter-
national competitive bidding. Eligible domestic
civil works contractors will be ertitled to a
7-1/21'1 preference.
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Technical Assistance: To train KPT staff in operating the new dredger,
which is a type new to the KPT fleet, and assess
results of the test dredging.

Economic Rate of Return: The economic rate of return on the total project
is estimated to be 23%.

Appraisal Report: 303a-PAK, April 24, 1974.
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PAKISTAN
FOURTH KARACHI PORT PROJECT
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GENERAL PLAN
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