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1.

2.

Name of Project

Authoritiesresponsible for

i)

i)

i)

Sponsoring

Implementation

Execution

Code Number for the Project

(To be filled in by Planning Commission)

PART-A

PROJECT DIGEST

Agribusiness Development and Diversification
Project (Assisted by ADB)

= Ministry of Food, Agriculture and
Livestock, Islamabad.

= Ministry of Food, Agriculture and
Livestock, Government of Pakistan.

=  State Bank of Pakistan.

= Department of Agricultural and Livestock
Products Marketing and Grading, Ministry
of Food, Agriculture and Livestock,
Islamabad

= Provincial Agriculture, Livestock and
Marketing Departments through PCC.

= Agriculture and Livestock Departments of
FATA, FANA and AJK.

= Department of Agricultural and Livestock
Products Marketing and Grading, Ministry
of Food, Agriculture and Livestock,
Islamabad

= Agriculture and Livestock Departments of
FATA, FANA and AJK.

» Pakistan Horticulture Development and
Export Board, Ministry of Commerce

» Federal Seed Certification and Registration
Department, Ministry of Food, Agriculture
and Livestock



iv)

Operation and
Maintenance:

Agricultural Support Fund, Ministry of
Food, Agriculture and Livestock

Livestock and Dairy Development Board,
Ministry of Food, Agriculture and
Livestock

Agribusiness Finance Development, State
Bank of Pakistan

Small and Medium Private Sectt
Entrepreneurs

Punjab Agriculture Marketing Company
(PAMCO, Punjab)

Department of Agricultural and Livestock
Products Marketing and Grading, Ministry
of Food, Agriculture and Livestock,
Islamabad.

Provincial Agriculture and Livestock
Departments to the extent of their
respective components.

Agriculture and Livestock Departments of
FATA, FANA and AJK.

Pakistan Horticulture Development and
Export Board, Ministry of Commerce

Federal Seed Certification and Registration
Department, Ministry of Food, Agriculture
and Livestock

Agricultural Support Fund, Ministry of
Food, Agriculture and Livestock

Livestock and Dairy Development Board,
Ministry of Food, Agriculture and
Livestock

Agribusiness Finance Development, State
Bank of Pakistan

Small and Medium Private Sect
Entrepreneurs



3. Time required for completion of 60 Months

4.

Project: (in months)

(a) Plan Provision:

1) If the projectisincluded in The project is included in the Ten Year
the 5 Year Plan, Specify Perspective Plan 2001-11. It is one of the

actual allocation.

priority projects. An allocation of Rs. 400
million exists for this project. The project is
also included in the Lending program of Asian
Development Bank.

i) If not included in the currentNA

Plan, how is it now
proposed to be

accommodated (inter/intra-

sect oral adjustments in

allocation or other resources

may be indicated.

iii) If the project is proposed to NA

be financed out of block
provision for a program;
indicate

a) Total block provision

b) Amount already committed

c) Amount proposed for this
project

d) Balance available

(b) If the project is not in the
plan, what warrants its
inclusion in the Plan?

Relationship of the Project with the
objectives of the sector. Indicate the
contribution of the project,
quantified if possible, to the targets
in the Five Year Plan, and the
names of other projects (whether
sanctioned or under preparation)
which would form part of an
integrated Programme within the
sector.

NA
NA
NA

NA

NA

The main objective of agriculture sector is to
achieve self-reliance in agricultural

commodities, ensure food security and
improve productivity of crops and livestock.

The main emphasis is on market oriented
demand based production system which will
lead to the increased production and
productivity of crops and livestock sector.

Consequently, income of the farmers will

increase and rural poverty will decrease. In this
context, following two sectors need close
attention. The work plan and targets/goals is
given at Appendix-1, 2 & 3.



» High value cash and horticultural crops.

* Livestock development for meat
production, milk collection/processing
and dairy development.

This will promote growth in the agriculture
sector.

The agribusiness sector is in existence but
could not grow and show its share in GM
This is due to a large numbers of
problems/constraints faced by this sector which
kept it depressed. These occur throughout the
product value chain from input supply to
processing and exports, leading to low
productivity and value added. The constraints
must be addressed with a comprehensive and
systemic approach throughout the value chain
to remove production, market, and institutional
failures and rigidities that impede the
development of the sector, and promote
demand driven development with maximum
participation of the private sector, including
farmers. World agricultural product markets
are demanding increasingly higher product
quality, and unless Pakistan's agribusiness
products conform to these standards, the
agribusiness sector will not be able to enter, let
alone compete, on world markets under a WTO
regime, including imports. It is therefore
imperative that the key constraints in the
agribusiness sector leading to its poor
performance identified during the project
preparatory technical assistance (PPTA) be
removed, including (i) institutional constraints
that include weak or nonexistent public-private
partnerships, weak institutional capacity and
poor coordination between government
agencies, and an absence of demand-driven
agricultural research and extension; (ii) market
failures that include limited availability of
business development services (BDS, para. 23)
to small entrepreneurs to support business
activities and to start new enterprises, limited
access to finance, and limited capacity for
farmer group formation for agribusiness or
agro enterprise purposes to develop economies
of scale, an effective lobby, or continuity of



supply to ensure strong market penetration;
and (iii) the lack of a guiding national policy
and long-term strategy aimed at developing a
dynamic and competitive agribusiness sector.

These constraints have a national impact
because the government decision-making
process and facilitation capacity in

agribusiness is limited and not cohesive; and
the private sector is not dynamic, competitive,
and internationally compliant.

The rationale of the project is to facilitate the
alleviation of the aforementioned constraints.

Policy recommendations within the
agribusiness sector concentrate, on the
improvement of marketing and market
intelligence, improved product quality and
shelf life through sound post harvest practices,
achievement of international compliance and,
promoting the establishment of processing
plants nationally to give greater value addition
at source and improving the bulking up,
collection and storage of raw materials. Special
attention needs to be paid to the establishment
of farmer groups for effective marketing and
collective bargaining, and for them to increase
production of quality raw material through
improved production practices and the
establishment of enterprise associations to
produce quality brands, through grading,
certification, quality control and labeling.

It has been advocated by the experts and policy
makers that the increase of income, welfare
and decrease in rural poverty is possible
through diversification in agriculture sector
which would be achieved through the present
project. The diversification achieved through
this project will lead to sustainable growth of
agriculture sector and full exploitation of the
potential of factors of production involved in
agriculture sector. This is in line with the basic
aim and objective of agriculture sector.

The Project is consistent with ADB's Country
Strategy and Program (CSP) 2002/2006. The
CSP incorporates the promotion of private



6.

7.

8.

Capital cost of Project:

Local Costs:
Foreign Exchange Costs:
Total:

Annual recurring expenditure after
completion:

Local
FEC
Total

Objectives of the Project preferably
In quantitiesterms

sector development by supporting the
development of SMEs, rural finance and
agribusiness, assisting in capital market
development, and the restructuring and
privatization of state owned financial
Institutions. The CSP recognizes that the
agribusiness sector has the potential to
contribute substantially to greater economic
growth and poverty reduction in Pakistan.
Promotion of private sector development in
agribusiness through the creation of an
enabling environment, and the provision of
appropriate support for agribusiness, and its
raw material supply in particular, will increase
rural employment income  generation
opportunities. The Project will complement
other development partner interventions in the
sector and in related areas, and those supported
by ADB.

Rs.3492.00 million
Rs. 574.00 million
Rs.4066.00 million

After completion of the project the annual
recurring cost of the federal component will be
met through regular non-development budget
of the Ministry of Food, Agriculture and
Livestock. The recurring expenditures of
various federal government agencies/special
areas will be Rs.142.31 million (only 3.5% of
the total project cost). Cost break-up at Annex-
.The provinces and other participating agencies
will meet their respective recurring cost from
their own resources.

Nil

The objective of the Project is to support
economic growth and employment generation
through agribusiness development by:

- creation of an enabling environment



- provision of appropriate support services for
agribusiness.

- The re-structuring and strengthening of
institutions to facilitate development of
agribusiness,

- capacity building and enhanced
coordination,

The project purpose is to develop a competitive
and sustainable agribusiness sector.

As such the project design focuses on key
interventions to create an enabling policy and
institutional environment, based on strong
public/private sector linkages, to catalyze
private sector agro-enterprise development.

The project components are directed, in
particular, to provide the policy framework and
enabling environment for agribusiness,
capacity building for the necessary
agribusiness support and the provision of
business support services to agro-enterprises to
enhance entrepreneurial skills throughout the
value chain (from the field to the consumer)
and to provide the opportunity for demand
driven research and extension. The aim in this
regard is to create a flexible service delivery
mechanism that is responsive to private sector
demand within the provinces. The components
will not be directly linked to specific provincial
interventions or pre-set financing limits for
each province. It will be on the basis of “first
come first served” with requests for support
being bottom up and demand driven.

The primary focus will be on the horticulture
and the hortibusiness, livestock and dairy
development sub sectors which is in line with
the country’'s development strategy of
diversification into intensive high value crop
production that will lend itself to value
addition and labor intensive cultivation for the
creation of rural employment and increased
rural incomes. Emphasis has been placed on
germplasm and raw material supply by
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improving  production and vyields and
enhancing product quality and uniformity.
Without a quality raw material base the
country’'s produce will be at a severe
disadvantage when the national market has
opened up fully.

The livestock for meet production and dairy for
milk collection are also included in the project.

The project will help in:

* increasing the production of agriculture
sector as a whole.

= exploiting potentials of non-conventional
sub-sectors of agriculture sector such as
horticulture,  hortibusiness,  vegetable
production and floriculture.

»= enhancing income of the farmers.
= improving production of livestock sector.

= arresting rural-urban migration by creating
employment opportunities in agribusiness
sector.

= poverty alleviation.

= skill enhancement in  horticulture,
hortibusiness, livestock, dairy, floriculture
and in vegetable production.

= Formulation and re-orientation of national
policies with regards to above sub-sectors
of rural economy.

10



Prepared by:

Checked by:

Approved by:

Sikandar Shah

Project Director

Agribusiness Development Project
Department of Agricultural and Livestock
Products Marketing and Grading

Ministry of Food, Agriculture and Livestock

Itrat Rasool Malhi

Agricultural and Livestock Marketing Adviser
Department of Agricultural and Livestock
Products Marketing and Grading

Ministry of Food, Agriculture and Livestock

Ismail Qureshi
Secretary
Ministry of Food, Agriculture and Livestock
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PART-B
PROJECT DESCRIPTION AND FINANCING

9. Location: (indicate place and administrative districts and attach map)

The project activities will be carried throughouakistan including special areas
(FATA, FANA and AJK). All the relevant stakeholdelise. farmers, traders, small
and medium entrepreneurs, researchers, extensikemppolicy makers and experts
of agriculture sectors will be involved. The admstritive headquarter will be at
Islamabad.

10. Existing facilities. Size and economic characteristics of areas to be
served by project. Present facilities in project area and availability of
inputs (Water, seed, fertilizers, credit, extension facilities, etc). The market
of the product of the project and the basis for calculating the size of the
mar ket.

A number of organizations have been identified @adpactive in the promotion and
development of the agro-industrial sector, althoungharying degrees. Some of them
had only marginal impact on the agribusiness sedtoe key players and functional
activities identified are, as follows:

Agribusiness Cell, MINFAL: The Agribusiness Cell, established under a USAID
initiative, was created to assist in the promotadnagro-industries but has ceased
operations and therefore no longer supports thitose

Agribusiness Cell, Pakistan Agricultural Research Council (PARC): The unit is
primarily intended to act as catalyst and facititab develop concepts and prototypes
for adoption by the private sector manufacturinglustries. Work has been
undertaken on 40 technologies, typically solar ddtiers, since the 1980’s with
potential interventions being determined by requeats identified at the grass-root
level, vetted and sanctioned through a technicahroittee. The core personnel
complements are only two persons with consultanog aevelopment being
outsourced to other divisions and appropriate ahated industries. Liaison is also
undertaken with regional and international insiing, e.g. Asian Institute of
Technology (AIT) and the International Rice Reskartstitute (IRRI), to facilitate
the promotion and adoption of appropriate techriekg

Pakistan Horticulture Development & Export Board (PHDEB): Only recently
established in the last year under the MinistrCommerce and funded by the Export
Development Fund, through a 0.25 per cent levy xposs, the PHDEB effectively
adopts the mandate previously assigned to the Eyomotion Board (EPB) for the
promotion of horticultural exports. Operating walsmall core of professional staff, its
primary function is to act as a facilitator andetasure effective networking between
the interested parties in the sector. In terms ofti¢ultural exports the basic
philosophy adopted has been to identify key progldicat satisfy the parameters of
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volume, variety and value. Based on these criteh@, primary focus is on mango,
kinnow, onion, potato, date, peach and pear. Alleethese primary activities are the
promotion, adoption and establishment of improveftastructure and agro-allied
support. Specifically, rehabilitation of existingaging facilities, establishment of cool
chain distribution, cold storage facilities, vap@at treatment and irradiation facilities.
Its functions mostly relate to trade/export. Thensént of the promotion of domestic
production is barely missing. More-over, it aloragot meet all requirements of the
agribusiness sector.

Small and Medium Enterprise Development Authority (SMEDA): Established to
promote small and medium-scale enterprises, SMEDRA three core activities,
namely Donor Coordination & International Linkagéxlicy Planning & Strategy
and Business Development Services. The latter beasgonsible for providing
services in the field of finance, technical, regoig, management and marketing
support. The SMEDA definition of small-scale refat® businesses with 10-39
employees, and productive assets of Rs.2 millioR$dl9 million, whilst medium-
scale is defined as an enterprise with betweerno400 employees and productive
assets of up to Rs.40 million. The definition of B#/at a national level is subject to
interpretation, with the State Bank of Pakistanoregally adopting a staffing level of
up to 250 persons for SME classification. Cleadgfinition solely on the basis of
employees neglects the impact of automation anchamezation in the enterprise. The
SMEDA information service provides and offers pai@ninvestors comprehensive
details on the business environment, regulatoryirements, taxation, physical
facilities and infrastructure. It does not cover adtivities relevant to agribusiness
sector. Since the establishment of PHDEB the ntenfda hortibusiness has been
passed to PHDEB with SMEDA taking on a service errole.

Pakistan Council for Scientific and Industrial Research (PCSIR): PCSIR pays
little attention to the agribusiness sector. Kegspanel are not available and there is
no involvement of PCSIR in agriculture. Clearly theandate of PCSIR does not
include agriculture sector, though it is one ofyotwlo 1ISO accredited laboratories in
Pakistan. There is a need of a full fledge ingotutvho could have a pivotal role to
play in assisting and nurturing the potential depetent of both traditional and non-
traditional crops.

Under the auspices of the Export Processing Zornbhadkitly (EPZA) there is a current
initiative to further develop the concept of expprbcessing zones, specifically for
the agro-industrial sector. The existing export erare primarily designated for
industries other than agro-industries, althouglhim case of Risalpur a fruit juicing
company operates from this location. Three addiliites are to be developed and
space was allocated for an export processing zotieeiKarachi Wholesale Fruit and
Vegetable Market, although nothing further has maieed. Clearly both the EPZA
Multan and Hyderabad sites are ideally sited ferhbrticultural sector, but these are
yet to be developed. However there are no direpbeXinkages out of Hyderabad
and presently no flights out of Multan to the mdjessh produce export markets.

All of these efforts could not achieve the desimedults due to a number of
constraints and issues which impinge the agribgsireector and the horticultural
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subsector. These will be addressed in the propps®gdct. Some of these constraints
and issues are discussed in the subsequent panagrap

A national policy aimed at developing a strong aydamic market driven

private agribusiness sector has not been formylétgdthere is no long term

agribusiness strategy. The interpretation of agiiess varies depending on
the individual's perception. The country needs eaclagribusiness policy in

order that all stakeholders are aware of theirarsibilities and obligations

within the sector in which the public and privaszt®rs play complementary
roles. Any agribusiness policy must provide st&pil the sector to encourage
investment and growth.

Provincial horticulture policies have not been fatated or approved. Apart
from NWFP, no province has formulated or elaboratdubrticulture policy.
In Balochistan the horticulture sub-sector accodatsl17.53 percent of the
cropped area but still horticulture is classifiedhwminor crops and is not
given the emphasis or the attention that it neexdlsbécome a leading
component of the economy. Provincial policies witbefined actions and
activities are required, as the nature and scoplodicultural production
varies from province to province.

The coordination between government ministries theate an input in the
sector is limited. MINFAL, Ministry of Commerce, iMstry of Finance and

Ministry of Industry all have a role to play in #grsiness. Decision making is
very important for a strong agribusiness sectore phivate sector cannot
develop fully unless there is more cohesion andglbation within the public

sector institutions.

Weak capacity in both the public and private sectorwhich individuals or
organizational units are unable to perform corectioms, solve problems,
define and achieve objectives is predominant. Wagalbusiness capacity is a
significant limiting factor in agribusiness develent. The donor
coordination for supporting government policy fotation is extremely weak
and requires well defined mechanisms as well ageaahd committed players
in the sector.

The horticulture sub-sector and its agro-enterprigee not classified as an
industry and do not have access to competitive slofor enterprise
establishment. Risk aversion amongst the privateosé&inancial Institutions
is high with low lending comfort levels. The sulete is at a distinct
disadvantage as compared with other sub-sectofs asicindustrial crops.
Although there is a positive movement from Zaraiafgati Bank Ltd (ZTBL)
to reduce the mark up from 14 percent to 9 perfremt 1 July, 2004, it is
primarily for agricultural production. With the kubf agro-enterprises being
family owned they are characterized by investmexsteld on internal sources
of funding and organic growth. However many bussessprefer to adopt a
rent seeking strategy and prefer to accumulate aadhinvest it in low or no
risk instruments, rather than reinvest enterpriseniags in the further
development of their businesses. Amongst entreprsrteere is a propensity
to trade (buy and sell) rather than manufacturecraate product value
addition, the latter signifies capital investmemidatherefore permanency.
Two thirds of the available credit is provided Injormal sector at high rate of
interest.
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Seasonal production credit is also a very majostamt in the horticultural sub-sector

and it is very difficult to borrow any money on host-term seasonal basis for crop

production. The result is that virtually all vedata producers take credit from the

commission agents at a higher rate of intereshabthey can buy seeds, fertilizers and
other production inputs. This is a further consimic on the producer and also compounds
any move the grower may have to break away fromettisting marketing system and

debt cycle.

 The country’'s phytosanitary, hygiene, health antetgaregulations are not
compliant with international standards and theyunmegrevision. Knowledge of
SPS and other WTO Standards as well as the EURE®gifhe is poor in both
the Public and Private Sectors. The identificattbmew export markets and the
expansion of existing markets will falter due tergased food safety, health and
phytosanitary regulations and restrictions in intipgr countries. Quality and
grading standards for fruit and vegetables have lag@lied to products destined
for the export market for specific client needsniily in the not so strict
overseas markets (Afghanistan, Middle East, Rustia Quality and standards
are still not taken seriously in the domestic marke

» The floriculture industry, which lends itself to alinfarmer development, is still
developing away from its base of flower petal pmichn and the market is
expanding rapidly There is a serious shortfall in trained manpowmet thas
experience and technological knowledge of thedldtural industry at all levels.
The marketing information system is very poor with cool chain facilities or
adoption of post harvest handling technology igteoh There is no research and
extension for floriculture.

» Good quality seeds, fruit tree seedlings and deséa®, true to type, propagation
material is not widely available. Installed domesieed processing capacity is
primarily for commercial field crops. The non-awdility of quality germplasm is
a limiting factor in improving productivity and eag to international markets. A
most common complaint among farmers is that poatityuseeds and seedlings
and the lack of enforcement of regulations in teedsindustry is a major limiting
factor in raising yields and achieving product amfiity. Furthermore a breeding
program to develop hybrid vegetable varieties duitelocal climatic and market
conditions is non existent. This has contributecaimajor way to the existing
situation of free import and sale of vegetable sakuhg with introduction of
varieties never tested in Pakistan resulting iragkariety of quality, reliability
and yields

The market information utilized in Pakistan is panity price orientated which has
flaws which does not take into account product itpagrade, volumes traded,
consignment size, origin and the prices are dissat®d without analysis. In addition,
the information generated does not corresponddaaplecific needs (strategic, tactical
and operational) of the various stakeholders. Tathicpolicy makers and researchers
may require historical data to reflect trends aattguns, while producers and traders
require information on a daily basis to make quedif business decisions. A
comprehensive and holistic market information systprimarily tuned to the
commercial needs of the private sector is needed.
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The marketing system for fresh produce is very paith no facilities for cool chain
or adoption of normal post harvest handling methdde existing marketing chain
results in considerable post harvest losses arltildaeeduction. Non availability of
suitable crop storage in production areas limitemé&a marketing options and
discourages producers from linking direct markehded with production and supply
seasons.

* There is lack of farmer knowledge and awarenessnoflern production
techniques and a need for practical training anteresxon to support
development.

* All agricultural and agribusiness research in tloentry is funded by the
public sector. There are fiscal constraints whitflech operational research
funding, with 90% of all funds assigned to staffas@s and only 10% is
available for operational activities which are gilgsinsufficient to conduct
tangible research activities. Research institutesnat commercially oriented
and for example they are not allowed to sell tlggrmplasm and breeding
materials to the private sector.

* The extension service has a comparatively high, dasks efficiency and
quality, with fiscal sustainability a major probleffihe agriculture extension
service’s main focus is on the major staple andist@bl crops, mainly on
production with little work in the field of post heest technology and
processing. In horticultural production any advprevided is only of a very
general nature and is usually broad based andpexifis.

The present project has been designed keeping ew \these constraints and
bottlenecks. The methodology adopted in the projelitreduce or minimize these
constraints. Thus a full fledge sector will emenge¢he rural economy. The proposed
agribusiness project will help in using the aburodatabour resources in the country
in a most profitable way and it will serve as argiaa of growth for the whole
economy.

The Federal Agricultural and Livestock Products k#ing and Grading Department
is one of the oldest departments under the MinistftyFood, Agriculture and
Livestock. In the early 1930s the Royal Commission Agriculture had
recommended Grading and Marking of Agriculturald®roe in order to ensure on one
hand better return to the growers and farmers anthe other regularize export of
uniform quality of the produce. Accordingly, an Aoamely; theAgricultural
Produce (Grading and Marking) Act, 1937 was enforced in 1939. In pursuance of
the said Act the Agricultural and Livestock Produd¥larketing and Grading
Department was setup under the then Governmema¥ided India. In 1972 a-fore
mentioned Act was amended to restrict the jurigaticof the Federal Government to
the Grading and Marking of Agricultural Produce me#or export or for trade
between the provinces.

The Federal Agricultural and Livestock Products k#ing and Grading Department
provide advice to the Federal Government in theksetarg of Agricultural and
Livestock Commodities and maintains liaison withe tinternational Marketing
Organizations. In order to create confidence amtmg foreign buyers of our
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Agricultural and Livestock Commodities, the Depatihundertakes grading at the
time of export and issues quality certificate untdher Agricultural Produce (Grading
and Marking) Act, 1937. For the formulation of Matal Grade Standards and
Specifications of quality, the Department conddietisl and laboratory research.

Feasibility study on Agribusiness Development wasated during 2003-04. Under
this comprehensive survey was conducted, all ratestakeholders were interviewed.
Discussions were held with all stakeholders anglaibility study was prepared. This
was sponsored by the Ministry of Food, Agricultamed Livestock in collaboration
with and assistance of the Asian Development B&mkgram Implementation Unit
(PIU) was established in the department of Agrimalt and Livestock Marketing and
Grading, Ministry of Food, Agriculture and LivestocThis Unit is still available and
the managerial capabilities to run the presentegtare available with the Ministry of
Food, Agriculture and Livestock. As the proposedjgxrt is a huge one and covers
whole of the country, it is necessary to strengtRPdU in terms of man-power,
equipments and vehicles. PIU along with the exgssitaff, will be merged into PMU
subsequent upon approval and implementation gbrtegent project.

11. Description of Project:

a) Brief history: Technical featuresand justification of project:

Pakistan’s economic situation has improved conalggrsince 2001. In particular, economic
growth has rebounded, inflation has remained lowptdindicators have improved
considerably, and foreign exchange reserves hawredsed sharply. Recent growth trends
have been particularly favorable, and growth iseex@d to exceed the target and reach 6.4%
in FY 2004. However, the improvement in economicfgrenance has not translated into
progress in poverty reduction, particularly in fuseeas where nearly 39% of the population
was below the official poverty line in 2003. Pakist economy is agrarian based accounting
for 25% of gross domestic product and remains aomspurce of exports (about 70%,
including processed products), and employment (uster half of the labor force). About
66% of the population lives in rural areas andudilty all rural residents earn a livelihood
from agriculture. Over 90% of farm output comesnirarigated land. Minor crops, which
include horticultural crops, contributed 12% ofiagitural GDP, but grew only 1.7% in FY
2004 compared to a target of 3.5%.

Pakistan is a major producer of fruit and vegetbleth most of the production consumed in
the domestic market. The total area devoted td &md vegetable production has increased
rapidly in recent years, reaching 1.5 million heesa(ha) in FY 2004, as has production of
fruits and vegetables. Fruit production has regenglen affected in several areas because of
drought and restricted water supply. Neverthelpssduction has increased for some fruit
crops such as peach (103%), persimmon (76%), ame¢@@nate (67%), reflecting the strong
domestic market demand for horticultural crops.r@Git primarily the mandarin variety
kinnow, is the largest horticulture crop group bylume, and is a major export revenue
earner. Export volumes increases from 100,000 mtns (mt) in FY 2003 to 150,000 mt in
FY 2004, with total production of 2.1 million mt lRY 2004. Pakistan is the fourth largest
producer of dates, with 11% of world productiond &xported 77,471 mt in FY 2002. In FY
2003 1.1 million tons of mangoes were producedoaecting for 5.9% of global production,
of which 5% was exported. Vegetable production §loimcreasing, with 2.9 million mt
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produced in FY 2003. Floriculture, which is domethby petal and cut flower production, is
a relatively new horticultural subsector, and haeswg at an annual rate of at least 10% over
the past three years, with annual export earnihgbaut $2 million.

While many developing countries have seen a faajpid expansion in agricultural exports
over the past decade, with China, Malaysia, Thédilamd India among the strongest regional
performers, Pakistan’s share in total world expbes actually declined. By contrast, India’s
total exports rose more than three-fold to over Billdon between 1990 and 2002, with its
share of world trade increasing from 0.5 to 1%.i8tak’s exports have remained heavily
concentrated in low value added goods, while otbgional producers such as India and Sri
Lanka have improved product technology and valuditiath. Even in the low technology
segment, such as in fresh fruits, Pakistan’s egguate declined or stagnated in recent years.
The stagnation in the export market is largely bseeof the demand in world markets for a
better quality product and improved traceabiliiated to World Trade Organization (WTO)
regulations and standards, and other increasirighgsent standards in developed markets.

The last comprehensive survey of the manufactusa@or estimated that there were 4,474
firms based across all sectors and that the foddbamerages sector accounted for 984 firms.
Sub classifying the food and beverage industriés those directly related or allied to the
agribusiness sector, there were about 94 firmg,086 of the food, beverage, and tobacco
sectors; and 2% of all industries in Pakistan, whi&cminimal given the potential for value
addition and processing provided by the large vewh horticultural crops produced. It is
estimated that about 1.5 million people may be eygd in small and medium horticultural
enterprises. The enterprises engaged in hortibssiaee generally either micro-scale village
based activities, or large-scale operations beingertaken by nationally recognized
companies. There is a need to promote the growthiab-scale horticultural enterprises and
mini processing units to support the transition simall and ultimately medium-scale
enterprises to develop a competitive agribusinessos in domestic and international
markets.

Agribusiness sector has the potential to be a sowfceconomic growth and income
generation with small farmers as major beneficgridhere is a need for implementation of a
project that will help to enhance the quantum opak especially of horticulture and
floriculture items as well as value addition. AsiBevelopment Bank (ADB) agreed to
provide technical and financial assistance to exptbe potential of agribusiness sector. A
technical assistance proposal (PC-ll)/feasibilitydy costing Rs. 52.7 million was prepared
which was approved by the CDWP on 04-09-2003. basic purpose of the TA was to
assist the Government in designing a private sdett agribusiness development project.
Detailed survey of the potentials and constraifitthe agribusiness sector was carried out.
Data, facts and figures were collected. Consukatiorkshops and strategy Group Work
Sessions were held. The facts and figures thuggathwere analyzed to present the findings
and give recommendation in the form of a reporte Tonsultants submitted their report in
July 2004. The present project is based on thsildéy study. There is a firm commitment
from ABD to finance this major project. A seriesrogetings have been held with the ADB
in this regard. Preparation and approval of thegmePC-| are some of the conditionalities of
the loan effectiveness. The consent of the progirared allied agencies has already been
obtained for the implementation of this projectd&imemoir of the ADB has been approved
by the concerned agencies. A copy of the Aide memattached for ready reference. Final
Loan Agreement will be signed in the first weekMdrch, 2005.

18



To tackle all problems and issues of agribusinessgmprehensive approach is required. As
it is a multidimensional sector, of rural econornitywill be dealt in thoroughly and deeply
under the present project. The project componesns been carefully designed to tackle all
issues and deal all aspects of agribusiness sdctitl emerge as a full fledge sector in the
rural economy.

The justification of the Project is based on anralessessment of the Project components
and interventions, and financial analysis of mobetigets of indicative agro-enterprises,

mainly in the horticulture, livestock and dairy ssdxtors, that could be supported under the
Project. Through ASF cost sharing grants the ptojelt support agro-enterprise business

development, agro-enterprise start-ups, farmer mrenterprise formation, demand driven

research programs, private sector led extensioncserand BDS providers to enhance their

capacity in the agribusiness sector.

In the short run, qualitative improvements with s@aable monetary incentives are
envisaged. In the medium term, it is expected #maenvironment for encouraging various
stakeholders to invest in the sub sector and agopd practices will be in place. It is also
expected that farmers will be able to realize reabte increases in income by minimizing
post harvest losses. Without these improvementswilit not be possible to realize
comparative and competitive advantages. These taty@s are due to nearness to markets
with increasing demand for quality products, apitt supply during the off-season, and the
sub sector being labor intensive. Given the overature of project interventions that are
mainly geared towards realizing quality improvementd achieving higher value added,
justification has relied on the assessment of noatifiable benefits. In the long run, seven
years after project completion, it is envisaged treditional agribusiness practices will have
matured to a more commercialized approach.

The Project will cover all four provinces of Pakistand the Special Areas of FATA, FANA and
AJK. The provinces of NWFP and Balochistan and Special Areas grow a large variety of
temperate, semi-temperate and dry areas decidumolusther fruits as well as vegetables, spices,
medicinal and culinary herbs and plants and orngmhgiants and flowers. The provinces of
Punjab and Sindh are besides suitable for growimgiraber of tropical and subtropical fruits,
vegetables, spices, herbs, ornamental plants anef§. Cultivation is normally done in clusters
in different areas. Some fruits such as orangeago®s, apples, stone fruits, pip fruits, soft uit
and likewise some vegetables like potatoes, torsatwmeons and chilies are produced abundantly
with big surpluses and shortages from year to yeswonding to market prices. It is assessed that
between 30 — 40 % of fruits and vegetables areplost harvest. Moreover, margin for producers
are minimized because of market exploitation bgnmiediaries and lack of processing facilities.
The cooler provinces and areas are also suitalgeot® non traditional and of season horticulture
product/crops. Orchards and vegetables cultivai@one mainly by large farmers in Punjab and
Sindh with several of them marketing their own proel In the Special Areas and in Balochistan
and NWFP small farmers are involved in horticultpreduction.

Livestock sector represents 11.4% of the GDP, we®b million farms families or 38 million of
the population for their livelihood. Pakistan i€ thth largest producer of milk in the world but
only 2% of this is processed against 40% in Indlaalth safety aspects are totally absent in
informal milk marketing. The Idara-e-Kisan in HaRainjab has evolved a highly successful milk
collection, processing and marketing and dairy potidn activities under a participative
arrangement. This offers extremely promising protpand the President of Pakistan himself has
desired its expansion. The local market for mearaving by 5% annually while demand for
meat and live animals both organized and illicithe neighboring countries is drawing down on
availability of live animals and resulting in expiee meat prices. Pakistan has a large buffalo
population in Punjab and Sindh. Small ruminantsdpneinate in Balochistan, NWFP and the
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Special Areas. Highly recognize breeds of cattli bmcal and crossbred are available. Livestock
sector like horticulture sector offers promisinggpects for agribusiness both for milk and dairy
production and for meat of all types to the beneffithe local economy, consumers and millions
of small livestock farmers.

Institutional capacity to back stock agribusiness earryout promotional activities are generally
limited all over the country though the ProvincePainjab is somewhat batter endowed. Business
entrepreneurship lacks likewise in the differemtasr The two resource deficit provinces and the
special areas besides lack the technical capauityfinancial resources to build up their support
services, capabilities and entrepreneurships. Thgeg is based on the concept of a private
sector lead project with the public sector involveda facilitating, coordinating and supporting
role. It is proposed to bolster the existing PalistHorticulture Export Promotion Board and to
create a new Livestock and Dairy Development Baaradtonjunction with an Agribusiness
Support Fund and Business Support Finance Prodraoagh Participatory Financial Institutions.
Within these parameters the provinces would haegilfility to operate in tandem their own
programmes. The project would support the provineed special areas on both initiatives.
Besides the project incorporates a lump sum prawisif Rs.1 billion out of Government of
Pakistan funding for financial support of proviricend special areas programmes. Rs.800
million out of this amount shall be earmarked fgribusiness finance programmes identified by
the provinces (for 80% of this amount on NEC forabdsis) and 20% for the programmes of the
special areas. The balance Rs.200 million woulgstpcapacity building and support services
for agribusiness in the special areas and proviot&mlochistan and NWFP. The fund would be
used based on the project strategy and prioritiesidentified priorities by the provinces and
special areas. The input of various research arebstigative studies perceived in the project will
be kept in view. The identified proposals by theimces and special areas after endorsement by
the concerned Provincial/Special Areas CoordinaBommittee shall be reviewed and approved
by the Project Steering Committee. On this apprtivalconcerned provinces /special areas shall
process project proposals for approval under thmative process.

Proj ect Benefits

The benefits of the Project will be improvementguality and standards appropriate for
export. Though there will be increased income tan&s from cost savings by adopting
Integrated Crop Management (ICM) and Integrated Fesmagement (IPM), that are proven
approaches, and from minimizing post harvest losSesilarly, there will be value addition

from processed products. Given this, it is assuthatithere will be insignificant impact on

the prices of farm produce.

The main benefits from the Project are (i) quaimatimprovements in the overall
agribusiness subsector, (i) an enabling envirortrf@mprivate sector to develop small agro-
enterprises that will increase household incomas fincreased value added and improve the
accessibility of the entrepreneurs to market infaron services that will facilitate
investment decision making, and (iii) create awassnof quality standards required to enter
export markets. The Project will provide assistatacabout 500 farmers to acquire skills in
training other farmers in ICM and IPM, and to seasa resource for further training of
25,000 farmers for improved farm production, ICMdadPM and post harvest technology,
140 persons to acquire cut flower decoration skdlsd over 3,000 farmers in managerial,
processing and other agribusiness skills. A sumnudrpotential beneficiaries from the
indicative agro-enterprises that could be suppdstethe Project is given below.
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Potential Beneficiaries from Indicative Agro enterprises

Direct Employment

Full Contract
Agro-enterprise Raw material suppliers Time
Cut-flower distribution and marketing 100 floweogrers 5 22
Bulb production and marketing Growers on contract 20 208
Date processing 660 date producers 6 133
Milk collection and chilling center 800 milk proders 30 3
Fruit tree nursery enterprise Nursery producensérs) 4 6
Vegetable seed production enterprise Seed prosl(feemers) 6 12
Mango packing 150 mango growers 3 36
Kinnow waxing and polishing 150 kinnow growers 3 4 3
Livestock fattening yard 2,000 livestock producers 9 240
Fresh produce cold storage 600 fruit and vegeigtoeers 4 7

The project components comprise (i) agribusinessicypoand enabling environment
development, (ii) agribusiness capacity building égribusiness support services provision,
(iv) agribusiness finance development, and (v)gmbjmplementation support.

|. Agribusiness Policy and Enabling Environment Development

(a) Policy Formulation

Lack of a central or federal agribusiness policg arovincial horticultural policies is one of
the major constraints identified in the feasibilgyudy. Policies are generally, prepared by
Government. However there are important policia$ r@gulations that do not and should not
originate from Government. For example grades aashdards may be established by
producers, export associations and importers obdbkes of international compliance.

The stability of the policy environment is importato both existing and potential
agribusinesses. The private sector is wary thaGinernment has the power to intervene in
almost any area of the economy and during the fizetgon of various industries during the
1990s, the Government devoted considerable effattteme, making laws to convince the
private sector that in future the same industriesild not be nationalized. Any policy must
provide stability and an effective and realistrogi horizon.

The Project will recruit an international Agribuess Policy Advisor and a national
Horticultural Policy Advisor.

(c) National Agribusiness Policy

There is no clear agribusiness policy or intergi@taof agribusiness. The country will
require an agribusiness policy in order that @keholders are aware of their responsibilities
and obligations.
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This component will assist the Government to dgveda appropriate policy and enabling
environment for private sector led agribusinessetigpment. It includes interventions at the
national and provincial levels to redefine rolesl aesponsibilities in the sector, strengthen
the regulatory framework, in particular for compla with international standards, and
create strategic alliances through public privagnerships to promote sector development.
Consultants and funds for meeting costs will bevigled to the Ministry of Food, Agriculture
and Livestock (MINFAL) to establish a task force develop a comprehensive national
agribusiness policy based on a participatory andsualbative approach. The project
management unit (PMU) and consultants will supentie task force in its activities. The
policy will cover (i) definition, vision, and stragy; (ii) institutional framework and scope of
government facilitation, including the need for éstment incentives, and the creation of
"win-win" strategic agricultural partnerships; Yiiisector objectives including priority
subsectors and products to exploit comparativecantpetitive advantages; (iv) a time bound
action plan for implementing the strategy with kayduction targets; and (v) other key
issues identified by the task force.

The provinces and special areas will also constipglicy task forces, and consultant and
meeting costs will be supported to formulate haiticral development policies for Sindh,
Punjab, and Balochistan, and relevant special aas to review the existing policy in
Northwest Frontier Province. These policies will@rasize promoting greater private sector
participation and the rationalization of governmgmbgram and project initiatives; and
establishing crop-specific development prioritieséd on resource audits and comparative
and competitive advantage analysis, including aiomaclan to implement the policies.
Within one year of loan effectiveness, the Goveminvll adopt the national agribusiness
development policy, and the provincial and speeiada horticulture policies formulated
under the Project, when the task forces will teaten The task forces will have no more than
four members, with the majority from the privatetse. The international agribusiness policy
advisor will chair the agribusiness task force wtlihie national horticulture policy advisors
will chair the provincial and special area taslcés.

The Project will support the development of theutatpry framework, establish quality and
certification requirements of locally produced pwots, and promote compliance with
international standards. In particular, the Proj@dt assist the World Trade Organization
(WTO) cell in MINFAL to formulate amendments to thegal framework to comply with

commitments made in regard to sanitary and phyitzsgn measures in Pakistan’s
agreements with the WTO. The Project will also stisSMINFAL to develop programs to

collate and disseminate information relating toeinational standards to relevant
stakeholders in both the private and public sectors

(C) Provincial Horticultural Policies

Within the country horticulture and its producte deemed as minor and the sub-sector is not
considered an industry and is not given due pyicaitd emphasis as a potential income
generator in rural areas. Horticulture productiompping profiles, seasons and production
vary between provinces. Pakistan Horticulture Depelent and Export Board (PHDEB)
already has the mandate to assist in the formuladiod implementation of the National
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Horticulture Policy. The project will establish procial policy task forces that will liaise

with PHDEB to elaborate a horticultural policy im&h, Punjab and Balochistan provinces
and review the NWFP policy that has been preparetlis still in the process of being

revised.

In provincial policies emphasis will be placed ororpoting greater participation of the

private sector and the convergence of the progranas projects implemented by various
developmental agencies and Government departmeithsn vihe subsector at provincial

level. The provincial policies must emphasis ptinimg crops and products based on a
resource audit and comparative advantage andmeillide an action plan with realistic time

horizons to implement the policies.

Provincial horticultural task forces will considttbree members, one representative from the
public sector and two from the private sector (Whitay include a member from PHDEB). A
national Horticulture Policy Advisor will be rectad within the first six months of the
implementation period for two assignments of sig ame months in the first three years of
the Project. The advisor with the Project Direstat prepare the scope of work for the four
task forces and be the chairperson of each tasle.farhe advisor will work closely and
coordinate with the international Agribusiness 8pkdvisor.

The scheduling of the agribusiness policy and tu provincial policies are detailed in the
following Figure.

Agribusiness and Horticultural Policy Timeframe

Year 1 Year 2
Months Months
Agribusiness Policy 34156 7]8]9]|10f11]12]1

Consultant mobilization

Scope of work & task force constitution
Agribusiness Policy preparation

Policy draft submission

Policy feedback |
Policy reviews

Policy approvals
Horticultural Policy

Consultant mobilization
Scope of work & task force constitution
Horticultural Policy preparation

Policy draft submission
Policy feedback

Policy reviews

Policy approvals

N
w
~
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Regulatory Framework and International Standards@iance

International regulatory framework information ig@nsive but not user friendly in respect of
conveying standards and compliance measures. Daf8g, Pakistan signed a number of
agreements with the World Trade Organization (WWaich relate partly or wholly to food,
agriculture and livestock. The agreements inclutlexl Agreement on Agriculture (AoA),
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Sanitary and Photo Sanitary Measures (SPS), TeahBarriers to Trade (TBT) and Trade
Related Intellectual Property Rights (TRIPS). Pakisas a signatory is committed to
implement and become compliant with these agreesnent

Developed countries have prepared and enforcewystrt standards and quality requirements
for all food stuffs, in accordance with SPS and TBY counter the import of substandard
poor quality food and ingredients. This impliesttbauntries that export to the developed and
even developing markets have to comply with andnbaize their standards accordingly.
Implementation of the agreements and conformitgtahdards is not an easy task. However
without it Pakistan’s food exports will loose théiaditional markets as regulations become
more stringent. The country needs to amend exislavgs that are relevant to WTO
agreements and build capacity and knowledge ofatpeements for all players in the
agribusiness sector. To comply with the SPS agraethe Government is in the process of
amending a number of laws and acts before WTO reginforcement, namely:

(1) Pakistan Plant Quarantine Act, 1976.

(i)  Federal Seed Certifications Act, 1976.

(i)  Pakistan Pure Food Laws, 1960.

(iv)  Pakistan Agricultural Research Council Act 1981.

(v)  Agricultural Produce (Grading & Marketing) Act, 183

(vi)  Pakistan Animal Quarantine (Import & Export of Ardle and their Products)
Act 1985.

The Project will provide assistance in a numbearebs with respect to regulatory framework
and international compliance and certification. iities will include (i) assisting the WTO
cell in MINFAL in moving forward the amendment difet laws and acts that impinge on the
WTO agreements, (ii) collating and disseminatinggrinational standards information to the
relevant stakeholders in both the private and pusdictors, through the capacity building
component, (iii) coordinating with other trade teth WTO capacity building projects in
MINFAL, the Ministry of Commerce and the Ministryf éndustry to avoid duplication of
activities and (iv) assisting in the strengtheniagd promotion of improving food standards
and Hazard Analysis Critical Control Point (HACGfe)tification.

In addition to capacity building activities, theopect will identify and field a consultant to
develop a program that will include legal framewaknendments, the preparation of
awareness seminars and elaboration of a plan wihaictr MINFAL to follow to harmonize
standards and to become internationally complidhe consultant will be fielded in the
second year of the Project for a period of threatma

(d) MINFAL Departmental Coordination

There is no agribusiness coordination in the cquritinder the auspices of MINFAL an
agribusiness cell was established and funded bylD$#&m 1991 to 1993. Other sections or
cells under MINFAL include a WTO section in the ariat, a WTO section in the
Agricultural Prices Commission (APCOM), an Agribusss Cell based at the Pakistan
Agricultural Research Council (PARC). Also related agribusiness the DALPMG has a
remit in market information and product uniformaypd quality through grading standards.
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After withdrawal of subsidy the existence of APCQddes not justify, therefore under
ASPL-II there is a recommendation that APCOM shmdl “Pakistan Agricultural Policy
Research Institute”. The job description shouldchanged and shall be provide a research
work for agricultural policy.

An international Institutions Consultant will worlvith the Policy, Institutional and
Regulatory Specialist to be recruited in the PMWbe Tconsultant will determine how to
rationalize and if necessary, restructure the waricells and departments in order to make
stronger linkages for the improvement of agribussheand international compliance
coordination in MINFAL. The consultant will be redted once the national Agribusiness
Policy is drafted in the second year of the Profecta period of four months, in order that
the improved coordination will dovetail with agri&iness policy and international
compliance recommendations.

(e) Strengthening of the Department of Agricultural and Livestock Product
Marketing and Grading (DALPM G)

The Department of Agriculture Livestock Productsrkéding and Grading (DALPMG) is a

federal organization established within MINFAL. THepartment has the mandate for (i)
market information services, (ii) quality controhda grading standards, which includes
international standards compliance, and (iii) agtical commodity research. DALPMG

provides advice to the federal Government in theketang of agricultural commodities and
maintains liaison with international marketing ages.

(f) Export Quality Certification

DALPMG carries out compulsory grading before theax of 41 items, including many
fresh fruits and vegetables. It operates eightesfiat major export points and has recently
initiated the “one window of operation system” arichi international airport in conjunction
with Plant Health and Quarantine staff and Cust®®pgartment. Pakistan’s reputation as an
exporter of fresh fruit and vegetable products a®rpdue to unreliability of quality and
uniformity, poor use of packaging materials and -standardization of presentation and
grades. The continual pressure from some poorlpriméd sectors of the industry
encouraging exports of low quality products, esgléciat times of over production and low
domestic market prices has led to a downgradingffofts by serious exporters to maintain
and improve export quality at a crucial time

International requirements for standardization refsii produce quality are very strict and
with the likely introduction of WTO regimes, adapti of international operating standards
will be necessary to facilitate easy movement obdgo with no barriers. There is a
requirement to improve and strengthen DALPMG expodlity and certification procedures
and practices in line with international marketuiegments in preparation for accession to
WTO, enhancing the quality and reliability of frefshit and vegetable exports from Pakistan.
It will support DALPMG in four activities:
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0] international training for three members of DALPMsEaff after which they will
develop internal training programs for DALPMG insfms on all aspects of
international quality control and standardizaticor fresh fruits and vegetables.
Further training will also be provided to other kagtors in the marketing chain,
especially exporters and producers in conjunctich WHDEB staff. A web site will
also be developed whereby interested parties cahdil information about quality
regulations and procedures,

(i) revision and updating of existing quality standardsne with international standards.
This would be mainly completed by an internatioc@bsultant who has experience in
guality standards and quality control of freshtswnd vegetables,

(i)  upgrading DALPMG export certification centers. # proposed that the centers
receive equipment to upgrade and improve efficiearay recording of data and also to
start monitoring of pesticide residues in exporisignments, and

(iv)  improvement and streamlining of DALPMG operatinggedures. It is proposed to
implement a system which is in line with internatb sampling, inspection and
quality monitoring systems. This should streamlihe certification process and
relieve pressure on exporters.

DALPMG staff that receive international training wd, on their return, set up and operate a
training scheme for the remaining DALPMG Inspecttrsensure that the application and
enforcement of quality standards is maintained raernationally acceptable levels.
Consequently, they would also operate trainingottver sectors of the market chain. A total
of 15 such programs annually have been targetedonjunction with PHDEB. To support
this activity a national consultant in training asidsemination would be hired for 36 person
month of input for years three, four and five. Axternational consultant would be required
for a phased input of nine man months over a tlyess period to review the standards,
legislation and operating procedures and to hetpertraining process.

The benefits of this subcomponent will be, (i) pderes for export inspection and
certification will be streamlined, (ii) qualityastdards and procedures will be compliant with
world requirements, facilitating easier trade arekfmovement on world markets, (iii) key
players in the production and marketing chain via# informed and trained in the

requirements of the quality oriented approach geetific standards, (iv) linkages will be

developed with international agencies monitoringgak quality in an attempt to resolve

identified problems at an early stage at source ,(@nthe reputation and reliability of exports
will be improved leading to increased export mapeetration and greater demand.
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(g) Private Sector Market Information Service

The lack of regular market information is a majonstraint in the understanding of markets
and determining what to grow and process. DALPM@ects market prices for 26 essential
items on a daily basis and 200 products on weeldsish from 11 wholesale markets
throughout the country. In addition to the datdemion at the federal level, provincial and
district level data are also collated. However itifermation generated does not correspond
to the specific needs (strategic, tactical and afp@ral) of the various stakeholders and are
mainly for the consumption of the public sector.adition there is dearth of information
about exports and export markets. In the past tsffoave been made to establish a MIS
mainly with the donors’ support, but such initi@svhave mainly failed. Various issues that
have impaired the development, implementation amtagability of market information
services include, (i) the variation in grades angights, (i) the inability to analyze and
disseminate information, (iii) the lack of appr@té mechanisms for monitoring and
feedback, (iv) limited attention to capacity buidj (v) inability to reach financial
sustainability; and (vi) irrelevant data generaded limited coverage.

Although market information is usually regardedaapublic service, there is an increasing
interest in the development of information servigesthe private sector particularly in

response to the commercial needs of traders andrtexp. Agritel in South Africa and

Jaangda Agencies in Pakistan are commercial seprimaders in market information. In

addition Integrated Marketing and Enterprise Ser(ilMES) a spin-off of the Pak-Swiss
Project for Horticulture Promotion (PHP) and Jaryellow pages also have the relevant
experience.

There is a need to develop market information systethe private sector with the medium-
term objective being full-cost recovery and thegphg out of DALPMG’s MIS responsibility
for some crops and products and at the same tireegthening DALPMG’s MIS capability
for other crops not taken over by the private sectbrough the provision of a diminishing
level of project funding, the service provider with the medium-term, cover its operational
costs based on fees generated by commercial spgbisoand a service charge for
information provided to target beneficiaries. DAUB will be strengthened to support the
private service provider and market committees #taldish the MIS. Under these
arrangements the market committees will be resptndor the collection of data and
transmission to the private service provider andLB®MG, which will be analyzed and
disseminated by the private service provider omramercial basis. For export information
collaboration will be in place with the Export Protion Bureau (EPB), PHDEB, Customs
Department and international organizations. Undes factivity the Project will provide
support to DALPMG, market committees and a priveg¢evice provider in upgrading its
facilities to establish an MIS.

Initially five main markets will be covered by théIS which will later be extended to
encompass 11 major wholesale markets for fruit\egktables. The service will encompass
six major horticulture crops including mangoesrusi dates, onion, potatoes and tomatoes
initially and be expanded to cover other crops,ebasn client demand. For export
information the same number of crops will be codeneitially, in the country’s major
markets.
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In accordance with the proposed strategy a prisatetor MIS will be developed. An
institution with relevant experience and strongfipgahat satisfies the requirements of the
Project will be identified. The PMU will invite ppmsals from firms with relevant experience
and a comprehensive network and working relatignswith exporters, traders and
organizations. The service provider through tledlifation of the PMU will develop a close
affiliation with relevant project partners and olig.

The PMU will be responsible for liaison with thayate sector service provider, developing
Terms of Reference (TORs), monitoring the smootittioning of the service and providing
as part of the project staff complement, an MIS Ktadket Information Analyst and an MIS
Database Manager to work full time with DALPMG. Téervice provider will work under a
contractual arrangement whereby it will be providégth a mandate schedule and requisite
funds. The contract will be initially for one yeaxtendable for another four years subject to
the satisfactory fulfilment of obligations stiptaa in the contract. The Project will assist in
the strengthening of private MIS through:

(1) establishment and strengthening of DALPMG’s MISptlgh the provision of
staff, training and equipment,

(i) strengthening of market committees in market infation standardization and
collection,

(i)  strengthening and supporting a private sector sengrovider to run a
commercially sustainable market information servioe mangoes, citrus,
dates, onions, potatoes and tomatoes,

(iv) a needs assessment study to identify the requirtsnoérvarious stakeholders
for market information,

(v) training of data collectors of the market commite@ data collection,
collation and processing and data analysis for gheate sector service
provider,

(vi) awareness and training workshops in the use aretteiness of market
information, and

(vii) assisting the private sector service provider irrkeing and promoting the
MIS service.

The expected outcome of this sub-component will(ipex private sector MIS providing
reliable, impartial market information on a comnialtg viable and sustainable basis, (ii)
growers, traders, development projects, NGOs, ¢gmoiand policy makers provided with
market information which meet their articulated age(iii) with easy availability of the
market information, improved market efficiency armnpetitiveness.

The activity will be supported by one person moathinternational consultancy and two
months national consultancy within the first yeathe Project.
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()  Upgrading and Strengthening of Federal Seed Certification and
Registration Department (FSCRD)

The horticulture industry is constrained by indisgnate production and distribution of poor
guality seeds and propagation materials resultmgdeclining yields in both fruit and
vegetable production and leading to reduced produetity and increased management
production problems. This not only affects domestarkets, but also directly affects export
development potential as production is unreliablet, uniform and quality levels are not
sufficiently high to meet export demand.

The Federal Seed Certification and Registrationadtepent (FSCRD) is mandated by the
Government to control seed quality and is curreailgo working on the introduction of
standards for fruit propagation materials. At presESCRD does not have the facilities with
which to effectively implement the necessary cdntrdhe vegetable seed sector and has yet
to become active in regulation of fruit tree nuysproduction mainly due to the lack of
amenities located in the main production center.

There is a requirement that a fruit tree nursergdiRtration and Certification” scheme,
similar to that successfully operating in NWFP, dstablished at a federal level and made
applicable in all four provinces for all major fturee crop production. FSCRD will be
responsible for the operation of the registratiomesne and for carrying out all monitoring of
quality in the certification scheme. It is alsoeintled that proper control of the vegetable seed
market should also be implemented through the dxmrtwf a vegetable seed variety
registration scheme and that all vegetable seetylszild in Pakistan must be registered and
then tested for suitability of local production bef being cleared for general certification
and sale.

Under these arrangements public and private sacdtseries and seed producers will be able
to produce gquality-propagating materials which widl disease and virus tested and will be
true-to-type. The Project will ultimately aid exgéon of commercial horticulture through
establishment of reliability, trust and transpanmgotking practices in the sector.

The Project will assist in the strengthening of RECthrough:

0] establishment and equipping of nine regional tgstaboratories located in the
main commercial production regions in Punjab (3)dB (2), Balochistan (3) and
NWFP (1);

(i)  development of a systemized and quality approacprealuction of fruit and
vegetable propagation materials;

(i) introduction of suitable standards in line witleimationally accepted norms;

(iv)  training for FSCRD staff in testing for virus infean, standards, their application
and correct inspection techniques in the field,;

(v)  strengthening of FSCRD through improvements in afey system;

(vi) training of nursery producers in improved productiechniques and better plant
propagation and hygiene practices and
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(vii) the review and updating of existing vegetable saad fruit tree seedling
standards certification and legislation.

To support this subcomponent an international désrsuwill be required in year one to
prepare adequate standards for tropical and sydicélofruit tree propagation, registration
and certification. Inspection procedures and tegines in fruit tree nurseries will also be
prepared for the field staff. It is therefore prepd that a period of four months consultancy
be provided in year one in a split input of threentihs and a subsequent one month. Follow-
up inputs would be for a split input of two indivia person months in year two followed by
a one month input in year three to provide supmod to monitor implementation of
inspection and certification procedures in thedfiel

The outcome of FSCRD strengthening will be (i) agtically based efficient and effective
FSCRD with testing facilities located in or closedl major commercial production areas,
(i) farmers’ confidence will be restored in publend private sector nurseries and seed
producers producing quality propagating materighgctv will be disease and virus tested and
will be guaranteed true-to-type, (iii) a local vegjde seed industry will be established
producing selected varieties, (iv) the quality df @lanting materials will be improved
leading to greater reliability and increased qyaiit basic fruit and vegetable production and
(v) fruit nursery producers will be registered dmalve their own producers association to
promote their activities. The Government will fimanvirtually all the recurrent costs of this
subcomponent.

(i) Livestock and Dairy Development Board

The Project will also support the establishmena girivate sector-led LDDB that will play a
similar role to that of PHDEB. The responsibilit@sLDDB will be to (i) coordinate national
and provincial activities in livestock and dairiy) promote investment in the sector, and (iii)
promote livestock as the primary vehicle for poyetieviation amongst small and landless
farmers, especially women. The Project will supptire LDDB by commissioning a
comprehensive livestock study that will clearly ndfy constraints, and suggest possible
ways to improve the livestock and dairy subsectansl determine possible agro enterprise
interventions for future support. The findings aadommendations of the study will provide
a basis for a livestock and dairy policy that wobkl prepared by LDDB. Training service
providers will be contracted by the Project to stsdiDDB, particularly in terms of
stakeholder agro enterprise development and bussisasport, standards compliance, and
livestock and dairy farmer group formation, incluglwomen only livestock groups.

At present it is envisaged that the Board wouldsinof 15 members, of which seven
members would represent Government, the Federalistdin MINFAL, the Secretary
MINFAL, the Animal Husbandry Commissioner MINFAL érhe provincial secretaries of
Livestock and Dairy Development. The private seetdl be represented by one livestock
representative and one dairy representative frooh @ the four provinces. There is also
provision for provincial governments to establisbypncial LDDBs.
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The private sector in the livestock and dairy satmss has expressed a need for a board
similar to PHDEB that has a physical presence mseof offices staffed with well qualified
personnel recruited from the private sector that wark on behalf of the subsectors. The
latter is recommended in order that livestock aaidydcan be represented in a similar way to
that of horticulture. The Project will support tlestablishment of an LDDB through the
provision of funds for the establishment of officesmmunications, utilities, equipment and
transportation. The Project will also provide aeBtock and dairy specialist who will be
located within the Board’s offices. The livestodkdadairy specialist will be the resource
person that forms the linkage between the Projetti®DDB. The Government will provide a
Livestock and Dairy Development Coordinator.

II. Agribusiness Capacity Building

During the PPTA interim phase all stakeholders wayesulted to determine deficient or
weak areas in the knowledge and skills capability aapacity of the agribusiness value
chain. A number of clear cut themes were identjfedlof which require attention and need
to be included in the Project’s capacity buildinggram, they are (i) agricultural institutions
throughout the country both in research and extensemain very weak due to high
establishment costs and inadequate funding forabipeal activities, (ii) linkages among
research, extension and farmers are weak and esr¥ar farmers are inadequate, (ii)
training is generally carried out on a top downibasd is not demand driven i.e. it does not
address the most pressing problems of the link&invithe value chain, (iv) extension
personnel are mostly generalists for all crops &k specialization in horticulture
(floriculture extension is almost non existent) dinds, their extension activities are not at all
farmer responsive for horticultural crop growensd gv) training in particular in rural areas
to develop entrepreneurial and, marketing skililsasavailable.

To improve the horticultural extension service afféctive dissemination of technologies an
alternative to the training and visit (T&V) systdras been successfully replicated throughout
Southeast Asia in the form of integrated crop manaant through Farmer Field Schools
(FFS) using the Training of Trainers (ToT) and Tnag of Facilitators (ToF) approach. The
success of this new system lies in its focus oméas as the decision makers in crop and pest
management and on the facilitation of a discovegriing process using non-formal adult
education methods. In this technique of trainiragiéng, the farmers own field is utilized as
the primary classroom giving a real and practicasi® for learning. In NWFP this new
extension methodology of farmer training has alydagen very successfully imparted by the
Pak-Swiss funded PHP in tomato, onion and guavgscr&ost harvest handling and
marketing of these perishable commodities was &gial part of this training program.
From the year 2000, this program has also beermcadpdl on a modest scale for mango in
Punjab and for cotton in Sindh and Punjab in conmeavith an integrated pest management
program under MINFAL with financing from ADB.

Although the overall aim of project is the develagrhof agribusiness from the farm gate
onwards, it is apparent that the agribusiness s&gtioonly develop if the raw material is of

a suitable quality and type and available in sidfit quantity on a regular basis for
continuity of supply. At present, farmers are nobducing enough quality products in
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sufficient quantity or of a suitable quality to prde the basis for concerted agribusiness
development, especially for commercial exports whealue addition is potentially high. In
an attempt to address this shortcoming it is prepds focus a coordinated training program
on basic crop producers, along with a complementamponent on development of low
level technical and entrepreneurial skills for aaladdition, drying, processing and
packaging, mainly in rural areas and a final congmbrwhich will focus on higher level
knowledge and skills development for agribusinggee@reneurs, managers and supervisors.

(a) Capacity Building Focus

The primary focus in capacity building will be owrhculture and hortibusiness. Training
will be needs based in support of the agribusisessor value chain from farm production,
through post harvest processing, marketing, anernational standards compliance and in
agribusiness in general. Similarly, the capacityldimng component will also support the
activities to be undertaken for the dairy and lwek sector, particularly higher level
knowledge and skills development for entrepreneamsl farmer group agro-enterprise
development where such training can be directlysjppased and replicated from the general
horticultural capacity building program. The prdjewill support the rationalization,
restructuring and coordination of relevant MINFAlepartments concerned with WTO
regulations and international standards compligodacilitate agribusiness development and
international compliance with the assistance ohatitutional specialist.

The management of training interventions will be tiesponsibility of a National Training
Coordinator, at Horticulture Project Unit to beaddished under the Projects. During the
process of the specific training needs assessmaderiaken in the second phase of the
PPTA, various stakeholders from all levels of tlggitausiness value chain were consulted.
This assessment revealed that stakeholders at xalyare largely aware of the problems
hindering the development of agribusinesses. Furibee, they are convinced that growers
and entrepreneurs can tackle these problems ifareyprovided with relevant skills training
which is delivered in the appropriate place at@vemient time and in an apt manner.

The range of topics that were identified in thesfb#éity study, as training needs was
extensive and can be categorized into six grogpsfiroved horticultural crop management
and post harvest technology, (ii) processing, pagkand value addition technology (iii)
enhanced profitability by adopting best managerpesttices in business and agro-enterprise
by management training, (iv) how to start-up agmntegorises, (v) WTO and international
compliance, and (vi) agribusiness in general.

The scope of the training and capacity buildinguinesgments of the Project’s stakeholders is
extensive. The Project will not attempt to undestalapacity building in-house and will
outsource the majority of the training to serviecevaders. A similar example of this activity
is the Pakistan Poverty Alleviation Fund (PPAF) ethis involved in entrepreneurial skill
development for the poorer section of the communitye PPAF out sources training and
disburses funds to service providers to undertakring on its behalf.
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The Project will need to develop clearly definedhtcactual relationships with selected
service providers. Memoranda of Understanding amtracts will be drawn-up to include
the envisaged scope of work, roles and resportgiilof both parties, details of technical
support from the Project, contributions to be mhgesach implementing partner, roles and
contributions of the beneficiaries and planned atehrly defined, results oriented, exit
strategy, all within a plainly delineated timescalée Project will also provide scheduled
backstopping support to service providers, fat¢ditempact assessment of the implemented
activities and provide some needs assessment sugparregular basis.

Within the country there is at the disposal of Breject a variety of implementing agencies,
service providers and bodies that have varying ekgiof competence and can offer their
services to the project to undertake training qupsut roles. Some have grass roots contacts
and networks that will require support in trainithgir field staff, such as the Rural Support
Programs (RSPs), that are primarily involved in ommity mobilization in village
infrastructure projects. However there is an ereraasing demand for groups of individuals
in community organizations to form agro-enterprisgsating a need for training in business
skills and entrepreneurial development that the R&khnot provide. Of particular interest
will be the significant number of Master Trainerdiigh have already been trained by
Commonwealth Agricultural Bureau International (Cj\Boased in Rawalpindi, in subject
matter which is highly relevant to the proposed RBSroach being proposed.

Another level of training is required for existirand potential entrepreneurs, contractors,
traders and businessmen in the agribusiness sewdrcularly in the fields of enterprise

development, management and management psychaogiact farming, establishing out-

grower programs, national and international markgtiand international standards
compliance. This type of capacity building can lbelertaken at GCCs and VTIs providing

that the trainers and college staff have the captxiundertake such courses.

For an effective post project exit strategy, emghasll be placed on the adoption of a

market development approach, with a gradual rednéti dependency on the Project, so that
some of the supported service providers can, innileelium term, market their services

independently, particularly at the business and-agterprise level. Thus, it is imperative for

the Project to support the managers and principhlthe collaborating service providers

through capacity building in order to run their angzations in a commercial manner.

(b) Curriculum Development

Before training and capacity building of projecalstholders can take place, course content
and the type of training of the service provideasénto be developed to comply with project
activities and objectives. Curricula and courseteohare required that will satisfy the
training needs of agribusiness employees and eetreprs, including (i) crop management,
(i) post harvest processes, in fresh fruit hargjlifruit and vegetable processing, and cut
flower trading, (iii) small business managemeninirgg needs and entrepreneurial skills and
(iv) orientation on WTO regulations and standards, conjunction with international
compliance. There is a requirement to develop theaula, ToT training manuals and tools
for the key service providers including:
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(1) 3 Technical Skills Manuals, relating to fruit, vég@les and flowers for VTls,
(i) 1 Schools Management Skills Manual for VTIs,

(i) 1 WTO - Training Manual on Total Quality Managem@r®M) for VTIs,
(iv) 1 Business Management Skills Manual for GCCs,

(v) 1 WTO - Training Manual on Regulations for GCCs.

A national consultant will be identified to develtpe seven training manuals, training tools
and the demand led curricula to be used in VTIs &@@Cs. The assignment will be
undertaken over a period of six person months. ddmsultant will be supported by subject
matter specialists from the Project and the privsgetor to ensure that manuals contain
appropriate and accurate technical informationtiredao the agribusiness sector value chain
of fruit, vegetables and cut flowers. The consultaiti be assisted by an institute competent
in issues of WTO regulations and TQM. PHDEB hasasdo key specialists in most of the
identified disciplines which require attention. Bkeexperts could be approached through
PHDEB and employed on short term contracts witly \&grecific scope of work to support
the development of the technical training manualtotal of seven person months have been
allocated for this activity (one month input forckananual).

( C) Capacity Building and Entrepreneurial I nterventions

The capacity building and skills levels requiredtbg whole spectrum of stakeholder can be
divided into three broad categories (i) extensiervises at the farmer level (mainly for
horticultural production, but general skills coldd transposed to other sectors, particularly
dairy and livestock where relevant, e.g. recordpkeg skills, simple marketing, hygiene,
etc.), (i) technical skills for value addition,yilng, processing and packaging etc., and (iii)
higher level technical knowledge and skills in ngaraent and enterprise development for
agribusiness entrepreneurs, managers and supstvisaiuding product quality and
international compliance where required and relevan

(d) Farmer Field Schools

The FFS extension methodology is a relatively nppr@ach for farmer training but has been
successfully piloted in Pakistan by CABI, a Pak-&wfunded horticultural project, other
NGOs and MINFAL extension staff. The FFS concept basically integrated crop
management through ToT and ToF. The FFS focus fsmners as decision makers in crop
and pest management techniques and the use ofonoaifadult education methods using
farmers’ fields as the primary classroom for tlaning/learning process to develop.

Keeping in view the ineffectiveness of the extenservice in Pakistan, especially pertaining
to horticulture cropping and the success of the/FF65 methodology where farmers become
primary decision makers, a comprehensive trainimggqam for fruit growers, vegetable
farmers, vegetable seed producers, fruit tree plargery men and cut flower growers has
been proposed. The integrated crop managemeningadeals with one crop at a time,
during the whole growing season. Each class of €6i8prises not more than 25 farmers
although more than one training course on the senme could be held concurrently. Each
FFS will be issued with production and harvestiggipment. In the first year of the project
implementation period, only training on ToT and Ta®uld be completed, with farmers
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training beginning in earnest in the second year @mntinuing in subsequent years of the
Project. The FFS concept will be implemented asilat program in each of the four
provinces and special areas over a period of fesrg, targeting a minimum of five crops per
province (fruit, vegetables and/or flowers) on andad-led basis. It is estimated that during
the Project life:

0] 5 crops per province will be targeted,

(i) 125 master trainers familiar with the FFS conceplt éevelop ToT curricula and
training modules per crop,

(i) 500 staff from Agricultural Extension, NGOs reséainstitutes, private sector and
projects will receive ToT training to enable themfdcilitate FFS events.

(iv) 1,000 FFS events involving crop specific seasartalventions will take place.

(v) 25,000 farmers, including woman farmer groups, wneteive on-farm training on
IPM, ICM and related issues.

(e) Institutional Capacity Building for Skills Development

It is proposed that during the project life a tab#0 GCCs and VTIs will be supported in all
four provinces. The decision on which institutidoessupport will depend on a number of
factors (i) demand from the area of influence, (mgjor horticultural production and
processing areas, (iii) favorable Government coment and support and (iv) existing
infrastructure. Both types of institutes work a firovincial level and operate under different
parent organizations in their respective provifidee concerned parent organizations are the
Directorate of Technical Education and Manpoweriningg (DTEMT) in NWFP, the
Technical Education and Vocational Training Autho(TEVTA) and the Punjab Vocational
Training Council (PVTC) in Punjab, the DirectorateTechnical Education (DTE) and the
Directorate of Manpower and Training (DMT) in Bat&tan; and the District Office of
Technical Education (DOTE), DTE and DMT in Sindh.

GCCs and VTIs mainly have operational autonomyt&st short courses in new subjects
based on demand and with the approval of Centerajlament Committees (CMCs) in
NWFP and Balochistan, District Board of Managem@®M) in Punjab and Executive
District Officers (EDO) and CMCs in Sindh. The mduction of agribusiness development to
GCCs and VTIs should therefore not merely be seentha introduction of another
managerial or technical skill, but more as restraog to include a whole new aspect of
appropriate training which will involve food prosesg and marketing activities and
opportunities, all of which are in great demand rural areas. The introduction of
agribusiness development skills to GCCs and VTlkesiail specific interventions related to
ToT, curriculum development, school managementsskihd the procurement of training
equipment. In order to develop sustainability ia khng term, it will be necessary to develop
key management and development skills at the GG@s\A Is initially. Therefore in the
early stages, there will be great emphasis ondrailevelopment on the basis that this cadre
of trained personnel will be able to offer trainiimga broad range of subjects and disciplines
which in the long term could be on a fee or cogirisly basis. It is proposed to extend the
following support to GCCs and VTls:
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(i

(ii)

(iii)

(iv)

(v)

training of principals in school management skilleo enable the training
management and organizers to operate effectively aindemand-driven
environment the principal from each of the 40 sumgbGCC and VTI will be

trained initially with a subsequent refresher ceuasyear later by PIM in school
management skills,

training of trainers in technical training skillfo enable the trainers to deliver
training effectively in new trades encompassindedént processing skills in fruit

and vegetables, the trainers of VTIs will be trdime technical skills at the Food
Processing Laboratories of the Agricultural Redeatostitute and PCSIR

Laboratories. It is proposed to train 40 trainef® partner VTIs in fruit and

vegetable processing skills during the Projecttuhflower decorative skills it is

proposed to engage a cut flower consultant withtis&ast Asian experience of
floral decoration techniques to conduct TOT cour$ée consultant will be hired

for a total of 6 months during the project periadth 2 months during the first

year and one month in each for the following yea@he total outreach will be 144
trained trainers capable of imparting cut flowecatative skills for florists. The

participants of ToT will be the instructors of paat VTIs, master craftsmen and
women from cut flower traders, florists associasiand instructors of women
skills training centers,

training of trainers in business management skB&Cs will be the service
providers for tailor made courses to agribusinegssepreneurs, managers and
supervisors. To initiate result oriented managerskitis training it is proposed to
develop the curricula suiting the needs of thedaggoup and train the teachers of
the service providers with special emphasis ontstmirse delivery mechanism
and suitable methodology for adult training. Itpgsoposed to engage private
service providers for capacity building of GCC teas to conduct ToT at their
respective institutes such as the Internationaimat University (11U) and IMES.

It is proposed to train 40 trainers of 20 partn€@C5(two from each GCC) in
business management skills under the Project,

training of trainers in WTO and international compte. In order to meet
international trading requirements, it is imperativthat agribusiness
entrepreneurs, managers and supervisors are atepiarith WTO requirements.
It is proposed to organize an orientation traingmggram for the trainers of the
GCCs. The 1lU can offer a three day standard coaisgs campus covering
orientation on WTO regulations and internationahptance. Forty trainers of 20
partner GCCs (two from each GCC) are proposed rinnibg in this subject
under the Project,

training the trainers in TQM. It is proposed thetfinical skills trainers undergo a
short training program in quality assurance systemguired for the
manufacturing sector. This will further influendeetquality of the product made
by the trained target groups. VTI trainers recetheir training at 11U and
participate in a three day standard course in Tty trainers from 20 partner
VTls (two from each VTI) will be trained in TQM uerdthe Project.
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The 40 selected GCCs and VTls that collaborate nthdecapacity building component will
be provided with limited financial assistance idle@rto enable them to launch management
courses and food processing skills training coursspectively with specialized curricula
addressing agribusiness entrepreneurs’ and workeexds. The minimum required training
equipment for starting management skills coursesh®en proposed for each partner GCC
with a set of didactic equipment so that they capart training in an effective manner.
Similarly it is estimated that VTIs would need d s&food processing and quality testing
laboratory equipment for training purposes. Womeagicipation in all training activities
will be practically promoted by the PMU.

(f) Training of beneficiaries

The estimated outreach of management courses enyiars will be 2,016 beneficiaries
through 252 courses, and in skills training 3,02Zndjiciaries through 252 courses. It is
assumed that during the first and second yeargettéareneficiaries would not be willing to
pay fees for the courses provided. Thus the Preyécbear the full cost incurred in training
and capacity building during the first two years flee courses specified. By the third year it
is expected that greater awareness will exist dagagrthe caliber of training and there would
be a market developed for offering training onalf@sis. It is recommended that in the third
year trainees would pay 30% of the course costgngear five 50%. The Training providers
would also develop an exit strategy and endeavaletcelop a market for such types of
training in order to make it sustainable.

(g9)International Training:

Within the public sector knowledge of agribusingssveak and there is a requirement to
strengthen the WTO and International complianceaci#y It is proposed that two
individuals go on international training specifigalo support this sector of development, as
follows:

(1) a MINFAL nominated officer will undertake a nine-ntb post graduate
agribusiness coursénce qualified the recipient will return to joirrdiect
staff, which will be a condition for selection,

(i) the National Training Coordinator in the HPU wilttend a three month
regional course on WTO policy and regulations dpedo agribusiness
development.

During year one, the National Training Coordinatolf be involved in the recruitment of a
consultant to prepare curricula, manuals and tigiribols and a service provider to hire
master trainers to conduct ToT. The actual implaaten of the training component will
start year two. As this is a new and rather compegram it is considered necessary to
provide some monitoring and backstopping assistdndag the period of implementation to
ensure the smooth delivery of project outputs anidiies. Monitoring in skills development
should be seen in a broad context, i.e. changettdtides, behavior and values. The
parameters to assess impact will be (i) traininghwdology adopted, (i) performance of
service providers according to their contract aativdies, (iii) outreach attainment against
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targets, (iv) social and gender issues, (v) susidity and replication issues regarding cost
benefit ratios and sustainability, the move towavdthdrawal/reduction in subsidies in
training new agribusiness enterprises developeati(\dhthe possible exit strategy.

In order to oversee and coordinate the capacitiingi component the Project will provide
an international Human Resource Development ana&gBuilding Specialist to assist and
backstop the National Training Coordinator. Thecggest will deliver a six month input for
two month durations in years two, three and foud ail assist the Project Coordinator by
reviewing the agribusiness policy, strategic plamsl undertaking an assessment of the
performance of capacity building service providers.

[11. Agribusiness Support Services Provision

Access to effective Business Development Servid@SBhas proven in many countries to
act as a catalyst to enhanced enterprise prodiycaund profitability. In Pakistan, technical,
managerial, marketing, financial and legal advisseyices are limited and, in the context of
agribusiness, almost non-existent. Those serviesio exist have tended to be in the public
sector and have not performed well due to a lacgality direction, management and staff
capacity, service marketing, and adequate finanaitgin such organizations, and, more
broadly, limited choice in the BDS market as thevaie sector has effectively been
prevented from entering the market by uncompetgmice pricing by public sector entities.
This is also true of research and extension sesyighich have been largely unresponsive to
the needs of private sector agribusiness entegprisbese supply-side constraints are
exacerbated by a lack of demand on the part obaginess enterprises, which have yet to
understand the benefits of BDS and have limitedicehof competitively priced services
geared to meeting their business development needs.

There is clearly a need to develop BDS relatedyttbasiness. One approach that has worked
effectively for SMEs in other developing countrieso establish a time-bound cost-sharing
grant scheme that will support BDS providers inaleping and upgrading the type of
service they are able to offer to agribusinesstdieand will support agribusiness enterprises
to access such services. The Project will facditacreased access to BDS by agribusiness
enterprises by financing eligible services inclgditechnical, managerial, financial, and
marketing capacity building and related assistafite availability, range, and quality of
BDS delivered will be improved by financing sensca@med at enhancing the capability of
BDS providers. The Project will also support acaes8DS by small farmers both as raw
material suppliers to agribusiness, and as agrergide operators. The Project will work
with NGOs working in rural communities to identifyoups of small farmers willing to join
together to form an agribusiness enterprise (swhpracessing, marketing, and product
distribution). The groups will receive support btdhestablish agro enterprises, and to secure
BDS. Finally, the Project will promote the develogmh of demand-driven research and
private sector extension services where there dearlg demonstrated benefits and
opportunities for their commercial application.

The Project will establish and fund on a granidas Agribusiness Support Fund (ASF) that
will provide matching funds to eligible agribusisegnterprises, farmers, research and
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extension service providers, and BDS providers ildlkg enterprises will be required to
finance 50% of the cost of the services they employ remaining 50% being contributed by
the ASF as a grant. Services that will be eligibleASF finance will include:

0] technical, managerial; and financial planning c#gabuilding and related
assistance (including short to medium-term managéantracts) in existing
agribusiness enterprises and in enterprise startaufh the aim of increasing
enterprise profitability;

(i) support as appropriate in seeking equity and/ott dielancing from third
parties including venture capital funds and finahmstitution,

(i)  development and promotion of national product migrkley contracting
consulting services and market information surveys] providing assistance
for focused publicity campaigns to enter new markat to increase market
share within an existing market,

(iv)  development and promotion of international prodowrkets through the
financing of specific overseas market awarenes®sxe and benchmarking
visits and of visits from international importersdadistributors,

(v) upgrading enterprise knowledge-based technologyt bxcluding the
financing of capital equipment,

(vi)  support to individual farmers and farmers’ groums the formation of
agribusiness enterprises that will then be ablecteess ASF support for other
eligible services,

(vi)  demand-driven research by private or public semeearch institutions that
will lead to increased and better quality produttianproved production
processes, or meeting an identified market demand,

(viii)  development of private sector extension servicdsetprovided to small-scale
farmers proposing to supply raw materials to agribess enterprises, and,

(ix)  support for private sector BDS providers which witbvide such services to
agribusiness enterprises.

To promote the entry of small farmers into the lagsiness sector, and to assist them in
developing more favorable marketing systems to gedthe transaction costs of the
traditional arrangements with produce traders, ABIing will be available to finance 100%
of eligible BDS services contracted by farmers)uding the costs of establishing farmers’
group agribusiness or marketing enterprises. Aswst to prepare farmer enterprise grant
applications, their evaluation, and the disbursdneéigrant funds to farmer enterprises will
be outsourced to eligible NGOs (and possibly minarice institutions) that are involved in
the creation of farmer groups for both community bitivation and credit delivery.
Participating NGOs will utilize the ASF to identifymall groups of farmers, including
women only groups, willing and able to form a fargieenterprise, and assist them with
enterprise incorporation and establishment proeduFarmers trained in farmer field
schools would be encouraged to associate and dappilye ASF for support. Following
establishment as an enterprise, the farmers’ emderpiould be able to access ASF funds for
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eligible services through NGOs involved in theitagdishment, or a third party BDS
provider. Rural support programs and other serprowiders would associate with the ASF
in farmers’ enterprise creation and BDS proviswhich has clear synergy with rural support
programs' microfinance programs.

A key feature of the ASF will be the promotion aivate sector research and extension
services in agribusiness, an area in which puklitos services have traditionally been weak.
By providing matching funds to private sector eptises, including farmers’ groups,
enterprises will subcontract research to existiegearch institutions. The enterprises
concerned will determine research topics and retiwnership of results. Research
institutions subcontracted will be accountablehte ¢nterprises financing the research for the
quality of the research output.

Support to BDS providers to enhance their capdoitgrovide services to agribusiness will
be dependent upon the provider being able to detrad@sa history of providing such
services (not necessarily in agribusiness) in thienfof satisfactorily completed client
contracts, and an acceptable plan for expandingiceemprovision that should include
potential clients and the services to be providetthém.

The focus of ASF financing will be on the hortieukt subsector. A number of illustrative

projects that could potentially benefit from ASHdling have been prepared and preliminary
technical and financial analyses performed to daétex the impact of ASF funding on

enterprise profitability. In addition, applicationsill be considered for projects in the

livestock and dairy sectors where they involve $nf@mers and/or farmers groups as
beneficiaries.

The following are examples, with the associated lmemand range and weighted average
value of grants to be provided, of the areas ircvialigible services may be funded. No part
of the ASF will be earmarked for particular geodrapareas, or types of activity or service to
be financed:

0] agribusiness enterprise support: 215 grants ranigorg Rs. 0.12 million to
Rs.6.0 million (weighted average of Rs. 0.536 ioml), totaling Rs. 115.2
million,

(i) agribusiness enterprise start-up: 228 grants rgnfgom Rs. 0.06 million to
Rs. 0.45 million (weighted average Rs. 0.176 mmljjototaling Rs. 40.2
million,

(i)  farmers’ group enterprise formation: 410 grantdkef 0.180 million totaling
Rs. 73.8 million,

(iv)  demand-driven research: 15 grants ranging from 004 million to Rs.

1.369 million (weighted average of Rs. 1.104 mil)iototaling Rs. 16.8
million,
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(v) private sector extension services: seven grantgnmgrirom Rs. 2.348 million
to Rs. 13.096 million (weighted average of Rs. 4.idllion), totaling Rs.76.8
million, and,

(vi)  support to BDS providers: 55 grants of ranging fies 0.3 million to Rs. 1.2
million (weighted average Rs. 1.113 million), tatgl Rs. 61.2 million.

It is estimated that a total of 930 individual gsawill be made at a total cost to the ASF of
US$ 6.0 million.

The output of this component will be the creationcommercially viable agribusiness

enterprises of varying sizes producing a more dified variety of products that would meet
the increasingly discerning consumer demand in dothestic and international markets for
product uniformity, presentation, and continuity pply. Pakistan’s reputation for the

supply of standards compliant agricultural prodweeuld be significantly enhanced. In

addition, the Project will develop the demand fand supply of, private sector BDS and
research and extension services specifically gearedrving the agribusiness sector. Finally,
through the provision of support to farmers, thejé&st will develop numerous farmers’

group enterprises, including those operated by womeeabling small farmers to compete
effectively in the supply of agribusiness produmeqg to capture a greater proportion of value
added, and net incomes in the agricultural suppaic

V. Agribusiness Finance Development

SME access to formal sector financial services lbsn limited as a result of both a
restrictive policy and regulatory framework in tfi@ancial sector and traditional risk-
aversion to SME lending on the part of financiadtitutions. The situation in respect of
agribusiness finance is exacerbated by the additiaversion amongst financial institutions
to lending for agriculture and related activitigs.order to address the regulatory constraint,
SBP introduced new prudential regulations spedificSMEs with effect from January 1
2004. These regulations amongst other things frendial institutions from previous loan
ceilings and, in order to encourage cash flow bdseding, allow them to offer “clean
facilities” to SME clients that are secured onlyamgt personal guarantees, rather than
against legally documented immovable assets, subyea facility ceiling of Rs.3 million.
Although some financial institutions appear to rem&luctant at present to take advantage
of these changes by continuing to require collaterasecure lending, the new regulations
represent a significant step toward removing thedra to expanding SME lending. Success
in the pilot SME lending programs initiated by atHeancial institutions will act as a
catalyst for improving access to SME finance gdherbdinder the SMESDP, it is proposed
to support SBP in reviewing the impact of the neMESregulations and in enhancing its
supervision of financial institutions with SME piaftos.

A further constraint to expanding agribusiness iegdis the lack of effective credit
information on potential borrowers. Four creditomhation bureaus currently operate in
Pakistan, one in the public sector in SBP and threébe private sector. Their coverage and
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accountability are however limited and they arenegtrded as an effective tool by financial
institutions, which rely largely on their internasessment of client creditworthiness. In an
effort to rationalize and enhance the delivery idd information to financial institutions,
SBP has commissioned a study to review interndtiand domestic experience, and to
establish a strategy for the development of creudibrmation to determine the scope,
accountability and relative roles of public andvpte sector institutions.

Financial sector policy and regulation and imprgvactcess to credit information relating to
SMEs, are already being addressed by SBP with Aljigpart through the SMESDP. As the
majority of agribusinesses to be supported underptoposed ADP will be SMEs, further
interventions in these areas through the Projeztnat considered necessary. While these
steps will establish a more favorable environmentagribusiness lending, there remains the
issue that financial institutions have very litHgposure to the agribusiness sector apart from
lending to very large agribusiness concerns. Ipaeisof SMEs generally, the SMESDP is
addressing financial institutions’ aversion to SMénding through the provision of
consulting services to enhance SME lending capawity a partial credit guarantee (PCG)
facility to address credit risk, thereby actingaasatalyst to the development of new financial
products for SMEs and leveraging financial instiing’ existing funds to expand lending to
SMEs. The Project will adopt a similar approachpbyviding capacity building support for
participating financial institutions (PFIs) encogireg them to expand lending into the
agribusiness sector. Financial institutions elgilibr the PCG will also be supported to
enable them to access the facility for agribusihesding.

While there is a clear need to address capacitgibgiin the supply of agribusiness finance,
on the demand side, ASF enterprise capacity bugjlavwiil enhance technical, managerial,
financial and marketing skills within potential bawers. By addressing the perception
amongst financial institutions’ management thatibagriness practitioners are not well
gualified, the ASF will complement activities inrdgusiness finance development.

(a) Agribusiness Finance Capacity Building

The Project will provide support in two phasesstfin awareness building and second, in
specific in-house consulting services for PFls gnilausiness finance. Given concerns over
confidentiality and conflict of interest, it is grosed to conduct all contact with financial
institutions in-house. The first phase will involtee selection of private sector financial
institutions (commercial banks and leasing com@rftom amongst those identified during
the PPTA as having an interest in developing arnbaginess loan portfolio. Selected
financial institutions will also be required to isé¢ basic eligibility criteria that will be
determined during the awareness-building phasedogudtants in collaboration with State
Bank of Pakistan (SBP). A senior financial/bankaogsultant will be contracted for a period
of two months to undertake this phase. He/shehwilll a series of one-to-one meetings with
senior management of selected financial institgtido build their awareness of the
agribusiness sector as a potential market and souss broad proposals relating to
developing a strategy and approach to establisbingxpanding agribusiness lending. It is
expected that the awareness building phase wititiiyea shortlist of financial institutes that
will go on to receive specific support for develapitheir agribusiness finance capacity. For
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each PFI, the consultant will assist in preparingread outline of the scope of support
required by the PFI during the second, capacitiding phase. This will be dependent upon
the PFI's perceived capacity building needs anduas, may vary from one PFI to another.
A further two person months has been included lmnvafor subsequent visits, one each in
years two and three of the Project, to monitor preg in agribusiness lending by supported
PFIs and to identify additional potential PFIs foapacity building support, subject to

availability of project funds.

The capacity building phase will assist PFls toadep an agribusiness finance strategy and
work plan, identify market opportunities, designpagpriate financial products, establish
lending targets, prepare necessary operating puoegdaind manuals, loan supervision and
recovery mechanisms, and monitoring and manageimi@nination systems in the context of
the PFI's existing procedures and systems. For phigpose, a PFl will have access to
customized consulting support to be provided by Pmeject. Each consultant team will
establish and operate an agribusiness lendingitumot separate unit for a period of 12-21
months. At the end of this period the PFI will haveommercially viable agribusiness loan
portfolio, and appropriately qualified and expeded staff who can further expand the PFI's
agribusiness lending. Capacity building support aldo assist PFIs in meeting the eligibility
criteria for participation in the PCG facility ebtshed under Small and Medium Enterprises
Sector Development Program (SMESDP). Further gtieeasupport may be considered as
and when required.

The consultant undertaking the awareness buildiras@ will establish a shortlist of senior
financial/banking consultants that will be madeikmde to PFIs for agribusiness finance
capacity building. Each PFI will be free to selezt consultant from the shortlist.
Alternatively, the PFI may nominate its own conanttsubject to approval by the PMU and
ADB. The selected consultant will be contractediatly only to review the scope of work
identified in the first phase with senior managetneinthe PFI and to propose revisions
thereto. The revised scope of work (together wattms of reference and cost estimates for
the consulting services proposed) will be agredti wie PFI and submitted to the PMU and
ADB for approval. Once the scope of work is appohwtie PFI will be free to request the
services of either the same consultant or an @ty again subject to approval by the PMU
and ADB, to undertake the work proposed. The setecbnsultant will then be contracted
for this purpose through the PMU. On the basis tvar the life of the Project up to five
financial institutions will participate in the capty building phase and up to four months will
be required for each PFI (allowing for initial capg development and subsequent
performance monitoring visits), a total of 20 persmonths has been estimated for the
capacity building phase. In all respects, the agpiitess finance capacity building under the
Project is intended to complement rather than daf#i the capacity building component of
the SMESDP. Where a PFI identified for support urttie Project has not been supported
under SMESDP, the consulting input requirement utite Project may be greater.

A high degree of flexibility is incorporated in thpgovision of capacity building consulting
services in order to provide PFIs with confidenoghkin the scope of work they require and
in the selection of consultants. This flexibilityilwhelp to ensure confidentiality and to
minimize the risk of conflict of interest that mayise from a consultant working in more
than one PFI. Given that there is very limited eipee in Pakistan in lending to
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agribusiness enterprises, especially in the SMEosett is envisaged that all consultants
engaged in both the awareness building and capéaciiging phases will be recruited
internationally. All consultants will be contracteg the PMU subject to approval by ADB,
in accordance with an ADB’s Guidelines for the @é€onsultants.

Under the SMESDRP, it is proposed to provide capduiilding services to PFIs on a cost-
share basis. Given that financial institutions aeeticularly risk adverse in respect of
agribusiness financing, it is proposed to providgreater incentive for participation by
financing the foreign exchange cost of capacitydmg support under the Project, including
consultant fees and international travel costs. HRewill be required to cover all local costs
of consultant subsistence (at approved ADB rataffice accommodation, office supplies,
transport, etc. To further encourage their commitinte agribusiness lending, PFls that fail
to meet targets for agribusiness lending specifiethe work plan agreed with the capacity
building consultant will not be eligible to accese PCG for future agribusiness loans.

(b)Accessto the Partial Credit Guarantee Facility

Under the SMESDP, ADB has established a partialicrguarantee facility to act as a
catalyst to expanding lending to the SME sectoe &bsence of the scheme is to provide a
market based mechanism, rather than the now disetedredit line approach, to leverage
existing financial sector resources for SME lendang in doing so to build capacity amongst
financial institutions. The PCG will operate iniljawith two international PFIs and, based
on experience and subject to meeting eligibilityecia and due diligence, domestic financial
institutions will also be able to access the facilit is proposed that eligible PFIs will also be
able to submit agribusiness loans within the pbdfof loans to be covered by the PCG,
providing the PFIs concerned have received agmassi finance capacity building under the
ADP. In this manner, the Project will capitalize thve experience gained under SMESDP in
operating the PCG. Agribusiness enterprises raugigupport under the Project will be
SMEs and are therefore expected to meet the SMitbity criteria as defined in the
SMESDP for PCG backed lending.

In respect of agribusiness finance, it is expettatlthe first clients of PFIs seeking to access
the PCG for agribusiness lending will be existingp@iers to the larger agribusiness
enterprises that are currently able to access coomhbank lending. This will help to reduce
the level of risk to PFIs by concentrating lendimg enterprises that already have proven
market outlets with existing PFI clients. From gwnt of view of the agribusiness enterprise,
it will enable them to launch new products or emew markets, while maintaining a steady
cash flow from existing customers that can be usesrvice the debt to the PFI.

It is expected that capacity building in SME lerglmill be a prerequisite for domestic PFIs’
eligibility to access the PCG. The agribusinesarfoe capacity building component of the
Project will target those PFls that have also remkicapacity building under SMESDP. As
such, PFIs seeking to access the PCG facility ME $ending will, subject to the eligibility
of potential agribusiness borrowers, equally bee abl access the facility for agribusiness
lending. However, it is proposed that PFIs whiclydake advantage of the agribusiness
finance capacity building under the Project and SWIE capacity building under SMESDP,
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will become eligible to access the PCG subjectpiarapriate due diligence being undertaken
and the PFI in question meeting the eligibilityteria established under the SMESDP.

V. Project mplementation Support

(a) Project Management

The PMU will be attached to the Islamabad officeD&LPMG, within MINFAL, and will

be responsible for project management and implestientof project activities, coordinating
consultant inputs, reporting, and monitoring andle&tion. A project horticulture unit will
be established in PHDEB, to support project adéigiin horticulture and hortibusiness. The
existing staff of the PIU will be merged into PMWbsequent upon the approval and
implementation of this project. At the provincialvel and in the three special areas, PMOs
will be established by PHDEB. They will coordinatgh, and provide technical support in
horticulture and hortibusiness to the provinciati@agture ministries; and will also support
livestock and dairy agribusiness. The Project aldlo undertake studies on key agribusiness
related issues, including studies to determinectimeparative and competitive advantage of a
select number of targeted markets and productsirwibortibusiness, and to identify
agribusiness oriented livestock interventions eeaarof comparative advantage.

The Project will recruit a national expert to e$itdb an internal Project Monitoring and

Evaluation system utilizing a performance measuriragnework that has the scope for
corrective action in case verifiable indicators éndw be changed. This will include an initial

baseline survey and any benchmarking that is reduias a reference point or standard
against which progress and achievements may bearesh@and feedback utilizing provincial

workshops. The national consultant will have intétent inputs of between two to three

months throughout the life of the Project.

Technical Assistance

A number of consulting inputs are required to pdevassistance primarily for project start-
up, institutional strengthening and stakeholdelacdyp building.

() Project mplementation Support

It is recommended that prior to loan effectivenassinternational consultant be recruited to
assist the Executing Agency in project implemeatatiprimarily in the recruitment of the
Project Director, Deputy Project Director and th8FAManager and to assist the Project
Director and ASF Manager to set up mechanisms druitestaff, prepare tenders, identify
office space and establish a working relationshigh WIINFAL, the Ministry of Commerce
and PHDEB. The assignment will be for two months.
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(if) Compar ative and Competitive Advantage

The Project will engage a national consultant tteheine comparative and competitive
advantage for a select number of targeted markets @oducts within hortibusiness.
Competitive advantage involves all factors thatason the final price of the product such as
the cost of raw materials, packaging, tolls, taxesight charges and the cost of labor and
inputs etc. Comparative advantage assesses faothrding the availability of raw materials,
access to credit, in-country road conditions arfichgtructure (collection centers, packhouses,
processing units, ports etc), climate, distancenftbe final market, the availability of labor
and other inputs and political context. It will thee responsibility of the national consultant to
submit information regarding Pakistan’s competitarel markets as well as to assess and
analyze local factors that could be improved to amge the country’s international
competitiveness. It is estimated that the studytake four months and will be implemented
in year two.

(iii) Livestock Agribusiness Study

Very little emphasis has been given to post pradoctechnology in livestock and dairy,
particularly in improving marketing and efficientgeessing technology and the use of
livestock byproducts. The quality and traceabibiylivestock and associated products are
important components to satisfy international caantlstandards.

A livestock study will be undertaken to identifyrdoysiness oriented livestock interventions
in areas of comparative advantage. The scope osttiay will include (i) a review of post
production technologies and operations relatintiveestock products including dairy, meat,
and by-products, (ii) evaluating livestock markgtisystems, (iii) identifying the livestock
and dairy production areas, that have a comparatiantage, (iv) formulating a database
for various animal species and breeds relating tteproduction and processing potential,
(v) determining policy, institutional and regulatoconstraints in the subsectors, and (vi)
identifying agribusiness and agro-enterprise irgetons that a proposed agribusiness
development project could support. The livestocl dairy consultant will undertakes the
assignment in the fourth and fifth year of the Becopver a period of ten months.

(iv) Environmental Monitoring

Agro-enterprise development and horticultural paigtin  will raise a number of
environmental issues and considerations which na&g la positive or negative impact on the
environment. The Project will commission a natiosaVvironmental consultant to ensure that
any enterprises or production activities supporteg the Project adhere to ADB's
environmental guidelines. The consultant will alsndertake and update environmental
impact assessments that will complement the Pisjentonitoring and evaluation
subcomponent. Producers, processors and entrejpsemest be aware of the environmental
control measures that the Project will supporttipalarly with respect to environmental
pollution and degradation and public and workerltheand safety. An environmental
monitoring consultant will undertake a number obtmonth assignments throughout the life
of the Project between the second and fifth year.
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(vi) Unallocated Consultancy Inputs

Given that the Project is relatively new to Pakisend some components may require a
greater consultancy input that cannot be envisageidg the PPTA, it is proposed that there
are six person months and 12 person months ofnigtienal and national consultancies
respectively are included but not allocated to ge@asks. The scheduling for the consulting
inputs from all the components of both the naticarad international consultants is given in
Figure 2. The scheduling and mobilization of thenstdtants are subject to change,
depending on the pace of project implementation ahdthe discretion of project
management.

The Terms of Reference for all international antiomal consultants are given in Annexure-
Schedulefor Consultant Inputs

Pre Year 1 1 Year 2 Year 3 Year 4 Year 5 Person
International Consultants Months
Agribusiness Policy (1) 12
Institutional Restructuring & Coordination (1) 4
Regulatory Framework & Compliance (1). 3
Seed & Fruit Nursery Certification & Standards (1) 7
International Quality Standards (1) 9
Market Information Service (1) 1
Floriculture Training Consultant (2) - - 6
HRD to Capacity Building (2) 6
Agribusiness Support Fund Promotion (3) 1
Agribusiness Finance Awareness Building (4) 4
Agribusiness Finance Capacity Building (4) 20
Project Implementation Advisor (5) 2
Unallocated (5) 6
81
National Consultants
Horticultural Policy(1) I 15
DALPMG Training and Dissemination Coord. (1) 36
Market Information Service (1) 2
Curriculum and Training Manual Development (2) 6
Agribusiness Support Fund Promotion (3) 3
Monitoring & Evaluation (5) || || 13
Comparative and Competitive Advantage (5) 4
Environmental Monitoring (5) || || 8
Livestock & Dairy Study (5) 10
Unallocated (5) 12
C 111 109

Note: The figures in parentheses refer to the carappnumber
Inputs Required for the Project I mplementation
(a) Manpower:

For successful implementation of the project, temdinprofessional and managerial skill
iIs needed. The requirement of the staff is in ataoce to the bare minimum need as
calculated in the PPTA. All the staff will be reited on contract basis with lump sum
salary. Selection will be on the strict merit aige The selection of the staff will be
made in consultation with the ADB. The salary pagekawill be based on the
qualification of the candidates and will be neduoa The outstanding candidates
(candidates having high and superior qualificatial) be encouraged by more salary.
The PIU along with the existing staff will be medgento PMU subsequent upon
approval and implementation of the present projélseé Project Coordinator nominated
by MINFAL for this project, will be entitled to g&20 per cent of his or her salary as
project allowance which is permissible under tHesu
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(b) Vehicles

The project activities involve a lot of travelinghe project staff including staff and
officers will have to meet stallholders in connentiwith project activities. The

technical, professional staff and consultants \Wwdlve travel from place to place
frequently in connection with workshops and disgiray their duties. The demand of
the vehicles was higher but it was curtailed tateonal level. The make and model of
the vehicles will be decided by the Steering CortewitThe selection criteria will be
best suited and most economical one.

(C) Computersand other office equipments

Computers, other computers accessories, fax ma;hmaltimedia projectors and
furniture and fixtures will be purchased for theojpct. The specifications of the
computers will be decided by the Steering Commitied selection criteria will be
same as that of the vehicles.

Unit cost of the vehicles, computers and otheiceféquipments is given in the Annexure- to
The detail of these items is given as under.

() PHDEB

Vehicle one
Double Cabin pick-up two
Motor Cycle one
Computers five
Multimedia Projector one
Video Recorder one
Digital Camera one
Photocopier one
Fax machine one
Binding machine one
Air conditioners two
Heater SiX
Water cooler one

(ii) Market | nfor mation System

Vehicle one
Computers fourteen
Multimedia Projector one
Digital Camera one
Photocopier one
Fax machine twelve
Communication Equipment one
Other Equipment fifteen
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(iii) Federal Seed Certification Department Strengthening

Vehicle

Motor Cycle
Computers

Lab. Equipments
Other equipments
Photocopier

Fax machine

ten

nine

nine
nine sets
nine sets
nine
nine

(iv) Department of Agricultural and Livestock Products Marketing and Grading

Residue Testing Equipments
Computers

Handheld Computers

Digital Cameras

Multimedia Projector
Overhead Projector

Other Equipments

seven sets
eight
eight
eight
one
one
one

(v) Agribusiness Support Services Provision

Vehicles
Motor cycle

two
one

(vi) Livestock & Dairy development Board

Vehicle

Motor Cycle
Computers
Multimedia Projector
Photocopier

Fax machine
Binding machine
Other Equipment
Air conditioners
Heater

Water cooler

(vii) Program M anagement Unit

Vehicle

Motor Cycle
Computers
Multimedia Projector
Video Recorder
Digital Camera
Photocopier

Fax machine
Binding machine
Other Equipment
Air conditioners
Heater

Water cooler

one
one
two
one
one
one
one
one
two
four
one

two
one
eight
one
one
one
one
one
one
one
four
ten
one
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(viii) Provincial Project Management Offices

Vehicle twenty one
Motor Cycle Seven
Computers fourteen
Multimedia Projectors seven
Video Recorders seven
Digital Cameras seven
Photocopiers seven
Fax machines seven
Binding machines seven
Air conditioners fourteen
Heaters forty two
Water coolers seven
Other Equipments seven

b) For all projects indicate effect on farm income and comment for income
distribution effects. Give basis for pricing out-puts and indicate farm gate and
international prices.

NA

c) Give relationship of project with schemes in the same sector or in other
sectors. Indicate if coordination with other sectors has been achieved.

The development schemes pertaining to researcangrn, marketing, horticulture
and livestock have directly or indirectly impact time agribusiness. There are a
number of schemes, relating to aforementioned sateswhich are in operation and
some of these have completed. None of them wasgrksi for agribusiness
development in the country. But they can give somgut to the agribusiness
development project. The project will enhance ttiktias of these projects and help
in aligning their line of actions in right directido serve the actual need of agriculture
sector and the economy. Present scheme is a coemsied one and cover all aspects
of agribusiness. It is a complete package for tesetbpment of horticulture,
hortibusiness, floriculture, vegetable productionl divestock and dairy development
in the country.

d) Give administrative arrangements for the implementation and operation of
the project.

The executing agency will be MINFAL which will spprt and monitor the
implementation of the Project. MINFAL will be sumped by the Ministry of
Commerce. Both ministries will be representedhia Project Steering Committee.
The association of the Ministry of Commerce witle Project is justified by the fact
that it has a strong mandate in horticultural dgwment and export promotion. Any
project in agribusiness with a horticultural argrcaenterprise development focus
cannot work without Ministry of Commerce collabioa.
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There shall be a 22 member Project Steering Comenthaired by Secretary MINFAL
with representation from various related federal provinces agencies and private sector
stakeholders. The Steering Committee by consenscisi@l to increase the membership
by up to 3 members for well established reasons.cimposition of the Project Steering
Committee and its terms of reference shall be dswbeThe Project Steering shall

convene as frequently as necessary but at leastevary six months.

Project Steering Committee Composition

Member Status No.
Secretary MINFAL Chairman 1
Joint Secretary Ministry of Finance Member 1
Joint Secretary Ministry of Commerce Member 1
Joint Secretary Ministry of Industries Member 1
Chief Executives PHDEB/LDDB Member 2
Chief Executive SMEDA Member 1
Director Agriculture Credit SBP member 1
Provincial/Special Areas Representatfves Member 7
Federation of Chamber of Commerce Member 1
Provincial Agribusiness Representatives one froch ezt Member 5
the provinces and one representing all the spacéald
Director PMU Member cum 1
Secretary
Total 22

The primary functions of the Project Steering Cotteri shall be:

0] to provide overall guidance/supervision on impletagan of the different project

components,

(ii) to assist in the establishment of linkages betwegious government agencies at
the federal level and between the government ageneind the private

stakeholders,

(i)  to steer and facilitate on matters relating to g@glstrategy, implementation and

regulatory frame work relating to project activitie

1 CE LDDB shall attend on the LDDB being established.

2 To be nominated by the concerned provincial/spegizd authority.

% Nominated by Chambers of Commerce & Industry andndfer of Agriculture.

51



(iv)  to review and approve annual and other work/opanati plans and operational
budget for the project and any subsequent adjustnieereto,

(v)  to receive and review periodic progress and impteat®n reports from the
various project implementing and executing agendieduding the PCCs,
PFIs/SBP, ASF, PHDEB and LDDB and to lay down pties, guidelines and
directions for their operation with regard to patjactivities, and

There shall be a Provincial Coordination Committaeh for the horticulture agribusiness and the
livestock & dairy development component establisfigdeach of the provinces. There shall be
one Provincial (Special Area) Coordination Comnaitter both horticulture and livestock
components in each of the special areas. The P@ICkshconvened as frequently as necessary
but shall meet at least once every three months.cbimposition of the Provincial Coordination
Committee and its terms of reference shall be kmbe

Provincial Coordination Committees

Member Status  No.
Provincial Secretary Agriculture/Livestock as tlase may be* Chairman 1
Additional Secretary Department of Industry* Member 1
Additional Secretary Department of Finance* Member1l
Representative of Provincial P&D Board/Deptt.* Memb 1

Representative of Provincial Chamber of Commerdadustries**  Member 1

Representative of Provincial Chamber of Agricultite Member 1
Private Sector Business Representatives*** Memberg
Representative of Farmers Association *** Member 2
Representative of PMU**** Member 1
Any other person nominated by the Chair with prior Member 1

approval of Project Steering Committee

Representatives of concerned PMO Memberl
cum
Secretary
Total 13
* In case of FATA the PCC shall be chaired by tleerStary to the Governor and in case of

FANA by the Secretary Development FANA. The Finarbepartments shall be
represented by an officer not less than a proviradditional secretary in rank. On the
position of representative of Industry Departmémtré shall be an officer of appropriate
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senior level representing both agriculture and stigudepartment who shall also be the
coordinating officers for that special area for iempentation.

* To be nominated from a panel submitted by thaagned Chamber and approved by the
Project Steering Committee.

***  To be nominated from a panel submitted by theic of the PCC and approved by the
Project Steering Committee.

***%  Shall be invited to attend all meetings relagy to approval of work plan and budget and
the six monthly review meetings.

The functions of the Provincial/Special Areas Camation Committee shall be as below:

0] to oversee and coordinate project implementatiothat province/special area
level within the parameters of the project and gloédance/supervision of the
project steering committee,

(i) to assist in the establishment of linkages betwegimus government agencies at
the provincial level and between the governmentneigs and the private
stakeholders within the province/special area,

(i) to receive from the PIOs annual and other work gland budget proposals,
review, prioritize and endorse these to the Ptdieering Committee through
the PMU for approval,

(iv)  to receive from provincial agencies proposals urtter provincial support and
capacity development fund, review and prioritizad &ndorse these to the PSC
for approval, and

(v) to receive and review periodic project implemewotatand performance reports
and submit these for review of the PSC throughPiiie).

Prior to loan effectiveness, a small-scale technassistance will be used to support
MINFAL and the PMU to prepare for project implemetidn

I mplementation Arrangements

The overall indicative project organizational sttue is presented in Project Implementation
Chart.
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1. Project Management Unit

PMU will be attached to the Islamabad office of B®LPMG, within MINFAL. On reviewing
all the existing and relevant departments and aestwithin MINFAL the justification for
associating the PMU with DALPMG is that the depesiht has the mandate for (i) market
information services, (ii) quality control and gnmagl standards, which includes international
standards compliance, and (iii) agricultural comitydesearch. DALPMG provides advice to
the federal Government in the marketing of agricalt commodities and maintains liaison with
international marketing agencies and bodies. DALPMib complement a number of project
activities.

The PMU will be headed by a highly qualified angbesienced project director well versed with
agribusiness subject. He/She will be assisted hQyagect coordinator; two deputy project
directors for monitoring and evaluation, and firarand administration; a policy, institutional,
and regulatory specialist, and necessary suppaiff, stcluding programmer and an accounts
officer.

The PMU will be responsible for day-to-day implertaion requirements, overall project
management, formulating agribusiness policy, thgraging and strengthening of FSCRD and
DALPMG, working with the public/private sector paetship boards of horticulture and
livestock and dairy, coordinating external techhassistance inputs, reporting, monitoring and
evaluation during project implementation as wellvesrking closely with service providers

through the line agencies to achieve the targetscapacity building and institutional

strengthening. The PMU unit will be staffed by:

0] a Project Director,

(i)  a MINFAL nominated Project Coordinator,

(i)  a Deputy Project Director (Finance and Administralj
(iv) a Deputy Project Director (Monitoring and Evalua)io
(v)  aPalicy, Institutional and Regulatory Specialist,

(vi) a Computer Programmer,

(vii) a Project Accounts officer,

(viii) administrative and ancillary support staff.

As part of the subcomponent for the strengtheniddPMG’s market information system and
its eventual phasing out for certain horticultysedducts, two full time professional staff will be
provided to work with DALPMG; a Market Systems alidrket Information Analyst and an
MIS Database Manager.

The terms of reference for all professional stafbé recruited and contracted by the Project are
detailed inAnnex-36 . The Project Coordinator will be the representati’/®INFAL within the
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Project and will work directly under the Projectr&itor. The Project Director and Project
Coordinator will be joint signatories on Projectagnts.

The PMU will support the Project Steering Commititeéhe overall coordination of the project
and in interaction with the various implementatiagencies under the project. The PHDEB,
LDDB, ASF and PFIs shall have full autonomy of @giem subject to the arrangements laid
down in the PC-I and the project loan agreement.

I1. Project Implementation and Coordination Committee

A project implementation coordination committee Iwdle chaired by the Agricultural and
Livestock Marketing Advisor (ALMA) and include regsentatives of FSCRD, PHDEB, the
PMOs, the ASF general manager, provinces and dpeacgas, PFls, and private sector
representatives. The committee will meet at leastye6 months. Its responsibility will be to
address and resolve implementation issues, andvieseathe PMU on technical matters, and the
project steering committee on policy matters. Cositpoprovincial or special area coordination
committees for horticulture and livestock will betablished to coordinate project activities. The
Project Implementation Coordination committee amovimcial and special area coordination
committees would be established within one montloanh effectiveness.

Agribusiness Support Fund (ASF)

(a) Management and Operation

Consistent with the approach adopted for the SMEBBP, the ASF will be established under
the auspices of MINFAL within six months of loanfesftiveness. It will be a not for profit
company with limited liability, following the samgrocedures used to establish the BSF. An
independent board of directors comprising eight ens, five from the private sector and three
from project-related government agencies, will geerits operations. The ASF will be run by a
full-time general manager of international standerdoe appointed by the board based on a
transparent, openly publicized, and competitiveuiment process, on a no objection basis from
ADB. An appraisal panel will be established witkine ASF to appraise all applications for ASF
funding. The appraisal panel will be chaired by ¢smeral manager and will consist of three
additional members who will also be appointed tgioutransparent, openly publicized
recruitment procedures. Three financial analystshei recruited to review applications prior to
submission to evaluation by the appraisal panetlitahal financial analysts will be recruited to
reflect the volume and type of applications receivEhe Project will provide the ASF with its
initial funds on a grant basis, and will financensoltants to review applications for which an
expert opinion beyond the scope of the financiallysis may be required. The ASF will take
sole responsibility for processing applicationsdoant support.
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The PMU, PMOs, and other project-related institagio(such as the Punjab Agriculture
Marketing Company) will promote the ASF and linktgratial ASF clients to the ASF. NGOs
may be contracted through the ASF to identify exgsNGO farmer group clients willing and
able to form a legally registered farmers’ groupegprise, and support them through enterprise
incorporation and establishment procedures. Foligwheir establishment as an enterprise, the
farmers will be able to submit applications to ascASF funds for eligible services that may be
provided either by the NGO involved in their eststtainent, or a third party BDS provider. In all
cases, responsibility for completing grant appiaa will be that of the grant applicant. Project-
related institutions will not participate in the plipation process other than to forward
applications to ASF on behalf of applicants whercassary. All contractual arrangements
relating to approved grants will be made between AlSF and grant recipients, and will not
involve any intermediary or agent.

SBP will select and recruit consultants for thalagsiness finance awareness campaign who will
work with potential PFIs to advise them on the pregion of proposals for establishing or
expanding an agribusiness lending function. Suliigdhe review of PFIs’ proposals and PFI
eligibility criteria that will be formulated by SBRmvith support of the awareness building
consultants, SBP will select a number of PFIs thidit receive customized capacity building
support. The selection of the PFIs will also reffgn® need to avoid the risk of duplication, and
undermining capacity building efforts in PFIs séecunder the SMESDP. SBP will then, in
consultation with individual PFIs, select and récoonsultants for PFI capacity building. SBP
will be responsible for monitoring consultants’ feemance throughout the capacity building
period.

The ASF will be available only to eligible enteges operating in the agribusiness sector and
will not be used to finance enterprises that wailterwise be able to access the SMEBSF. As a
unit of the SMEBSF, the ASF will be subject to tekeme governance, management and
operating procedures as the SMEBSF. In this resgierstructure and operation of the ASF will
benefit from experience gained in operating the 88E between the time of establishment of
the SMEBSF and the implementation of the Project aray, as a result, change prior to its
establishment. Irrespective of changes in the stra@nd operating procedures of the SMEBSF,
the ASF target group, eligible services and eniggpr and scale of funding will remain as
defined in the ADP. The State Bank of Pakistan (S@#inition of an SME as having up to 250
employees and a maximum turnover of Rs.300 miNidhbe used as the principal criterion for
ASF eligibility.

It is envisaged that any service that leads to uwi(gp for which there is a specific market and
which develops new products or adds value to egsproducts will be eligible. As such,
proposals aimed at increasing production alone wal be eligible. All applicants will be
required to identify (i) quantitative or qualitagiwerifiable output(s) that will result from the
receipt of ASF support, and (ii) the means of veaiion. Both will be agreed with ASF prior to
disbursement of a grant. ASF grants will in genémlsubject to a ceiling of Rs. 1.5 million
equivalents (representing a total cost for the iserto be funded of Rs. 3.0 million). In
exceptional circumstances, the ASF will accept iappbns from enterprises in excess of this
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amount provided they are supported by appropriateitientation and clearly demonstrate the
outputs expected from the support. Applications tfeg provision of private sector extension
services will in general exceed the ceiling and meach Rs. 15.0 million. All applications for
grants in excess of the Rs. 1.5 million ceilinglwelquire the approval of the Board of Directors
of the SMEBSF. An individual enterprise will beggfile to receive more than one grant but the
maximum amount payable to a single agribusinessnge will be Rs. 6.0 million.

ASF management will establish a database of qedlBDS providers that will be available to
grant applicants who have not identified a suitgiiavider for the service for which they are
requesting ASF funding. In establishing the datap#&SF management will take account of
experience gained in establishing a similar dambasSMEBSF. The choice of BDS provider
will be at the discretion of the applicant, witletproviso that there should be no commercial or
similar relationship between the provider and thpliaant that may lead to conflict of interest or
collusion in respect of obtaining ASF funding incegs of that which is actually required for the
service in question.

MINFAL will oversee the establishment of ASF untd board of directors has been appointed.
Thereafter, ASF will operate as an autonomous f&iveector company independent of
government, which will be responsible only for cheling project funds to the ASF through
MINFAL. SBP will be the implementing agency for tlagribusiness finance development
component, and will be responsible for (i) estdtitig PFI eligibility criteria, (ii) approving PFIs
that will benefit from agribusiness finance capagitilding, and (iii) coordinating the selection
and recruitment of the agribusiness finance awaseard agribusiness finance capacity building
consultants

The ASF will be run by a full-time Manager to bepamted by the Board of Directors of the
SMEBSF based on transparent, openly publicizeduiteecent procedures, his/her appointment
being subject to the approval of a Steering Conemitb be set up for the Project. Eligibility
criteria for the post of Manager will include a mmum of 10 years’ proven successful
experience in agribusiness enterprise and/or fiahimstitution management. The Manager will
be supported by two Financial Analysts who will leaoe responsible for a portfolio of
applications and grants. The Financial Analyst vaifimarily be responsible for the initial
screening and review of funding applications anchiteoing the implementation of projects
supported by the Fund. He/she will have financaarounting degree or similar qualification
and a minimum five years professional experiencea ifinancial or similar institution An
Appraisal Panel will be established within the ABFappraise all applications for ASF funding.
The Appraisal Panel will be chaired by the ASF Mgaraand will consist of three additional
members who will also be appointed through traregaropenly publicized recruitment
procedures. Eligibility criteria for Appraisal Pameembers will include agribusiness experience
gained through private sector agribusiness ensaprnd/or financial institutions, NGOs, donor
agencies, or the legal profession. Panel membelisb&i engaged on a retainer basis. As
necessary, the Appraisal Panel may request thetd8éntract individuals from relevant private
or public sector institutions as consultants toleat® funding applications in respect of private
sector research and extension activities or faviéies for which specialized knowledge may be
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required. The ASF Manager, Financial Analysts ampgraisal Panel members and appropriate
secretarial and support staff and facilities fa& A&SF will be financed entirely from the proceeds
of the Project loan.

Funding proposals will be submitted in a standaplieation form to the ASF by existing and
nascent agribusiness enterprises, farmers’ groppsate sector research and extension
organizations, and BDS providers through provinc@brdinators in Project provincial offices.
Applications will be handled strictly on a firstioe-first-served basis to avoid undue influence
being exerted on the application decision-makiragess by larger, influential enterprises. In the
case of individual or groups of farmers wishingatttess ASF funds alongside credit provided
by a financial institution or NGO, applications miag submitted on their behalf by the financial
institution or NGO concerned. The ASF Financial Kst under supervision of the ASF
Manager will undertake an initial review of each plgation and prepare necessary
documentation relating to eligible applications fawbmission to the Appraisal Panel. The
Appraisal Panel will meet on a monthly basis asi@mum, or more frequently as determined
by the ASF Manager according to the number of appbns received. The Appraisal Panel will
reach a decision on each application presenteis toeeting. In certain circumstances the Panel
may request additional information from the ASF Mger and in turn the applicant in order to
properly evaluate an application. Such applicatioras/ be re-submitted at any time once the
requested information has been added to the apiphcavhich will then be re-presented at the
next meeting of the Panel. The decision of the Pamall applications will be communicated in
writing to applicants within a period of seven daydere will be no right of appeal for
applicants whose applications are rejected. Appigahose applications are approved but who
do not proceed with employing the service to bepsued will not be eligible for future
applications except where they are able to furadéquate justification acceptable to the ASF
Manager and the Appraisal Panel for not proceeditiya provisional grant.

All grants payable for approved applications wi! paid on a reimbursable basis. As part of the
application appraisal process, the Financial Artalyil verify that the applicant has sufficient
funds freely available to finance the entire cdsthe service for which the application is being
made, except in the case of small farmers and gremtcomplement credit received from
participating financial institutions for which daoentation confirming loan disbursement from
the financial institution to the grant applicantlvsuffice. Once eligible expenditures have been
made and appropriate documentation confirming thespenditures or loan disbursement
confirmation from a financial institution have begresented to the ASF, the ASF Manager will
arrange for disbursement of ASF funds. Where tinéisein question is to be provided over an
extended period in clearly identified separate phaseimbursement will be made only for
expenditures actually incurred. Prior to the retea$ subsequent tranches of the grant, the
Financial Analyst will again verify that the reagpit has sufficient freely available funds to meet
his proportion of the cost of the next phase of skevice being supported. All requests for
disbursement will be submitted to the SMEBSF mameaye for approval. For the purpose of
financing approved grant applications, an ASF geaabunt will be established in a commercial
bank acceptable to ADB. The initial deposit intestccount will be based on the proposed
program of grant financing to be made during th&t 8ix months of ASF operations. Subsequent
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deposits into the account will be made on a semusahbasis to replenish amounts disbursed in
the preceding six months and to cover targetedt graounts for the coming six months.

The ASF will establish a database of all fundinglegations received (whether approved or
rejected), maintaining separate records for eaghicgpion and grant made. In this respect, the
ASF database will comprise a subset of the databasevill be maintained by the SMEBSF and
use its information technology (IT) system for therpose. The ASF will prepare quarterly
activity and status reports and financial statesiémt submission to the PMU and ADB. It will
also be subject to an annual audit by independeditaas acceptable to the PMU and ADB.
Audited financial statements will be submittediie PMU and ADB.

At the end of the second year of operation, ASH stdl undertake a review of a sample of
supported projects to determine the impact of tlaatgon the recipient enterprise, including an
assessment of whether funded enterprises have vadhithe outputs specified in their
applications. The review will be based on quantigaindicators provided from, for example,
enterprise accounts and financial statements, araditafive indicators in the form of, for

example, product quality certifications received &om interviews with grant recipients.

(b)Promotion

Effective promotion of the ASF will be critical its success. Under the supervision of the ASF
Manager and with the support of consultants, th& Afll develop a promotion campaign to
disseminate the ASF concept, objectives, applinghimcedures and eligibility criteria amongst
agribusiness enterprises, small farmers and BD8iged and within financial institutions and
relevant Government agencies. One person monthtefniational and three person months of
domestic consultant inputs will be engaged to pee@apromotion campaign once the ASF is
formally established. The international consultaiit work with the ASF Manager to design the
promotion campaign and identify target audiencegskk will also design an ASF web site and
road shows and workshops. Domestic consultantsbeilemployed to develop and implement
the web site and support the ASF Manager in th@gvegion of inaugural road shows and
workshops. The ASF Manager will be responsiblerémiicating road shows and workshops at
provincial level and, as necessary to replicatentio@ an annual basis. ASF administrative staff
will be provided with basic training in managingdampdating the ASF web site.

Horticulture Implementing Agencies

In recognition of the requirement to provide a pte/public sector delivery platform for project
implementation in the horticulture sector and teguest from MINFAL that the Project should
work with existing institutions and in the privasector, the body that has the best profile to
satisfy the requirements of the Project was idietifas the PHDEB. The PHDEB was
established in August 2002 to enhance horticultpratiuction and export potential. The Board
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consists of 17 members, of whom 14 incumbentsrara the private sector and three from the
public sector. PHDEB is financed by the Export Blepment Fund (EDF) of the Ministry of
Commerce, through a 0.25% levy on exports, withramual budget of Rs.25 million ($435,000).
PHDEB acts primarily as a facilitator, networkingtlween agro-enterprises, support institutions
and policy makers. Networking creates linkages \aitsignificant number of organizations and
bodies in the horticultural sector and allied irtdes. PHDEB has an approved staff complement
of 25 personnel, with a head office in Lahore,giaral office in Karachi and Regional Business
Centers in the key horticultural production areadMopurkhas, Multan, Peshawar, Quetta and
Sargodha. PHDEB's organizational structure is agtdowvith the Board’s specific mandate.

It the relatively short period since formation dflIPEB, a comprehensive network of linkages
and working relationships has been establishedarfiqularly close affiliation has been fostered
with SMEDA which is perhaps demonstrated by the glementary nature of their mandates,
specifically (i) represent the interests of SMEsaious levels of policy formulation, (ii) acting
as a key resource and information base for SMEBakistan, (iii) providing and facilitating
support services to new and existing SMEs, (ivjitugsonal development for SMEs, and (v)
collaborating with private and public sector to iagle SME development.

Horticultural Project Unit (HPU)

The Horticulture and Hortibusiness will be operatiesbugh PHU. An HPU will be established
within PHDEB with a staff of two professional pensel (Horticulture Agribusiness Manager
and Training Coordinator), accounts administraéime supporting staff. The role of HPU will be
to support PHDEB in its existing operations and artake additional activities under
Agribusiness Project.

HPU management will be attached to PHDEB and wiltlartake overall responsibility for

project horticultural activities both directly antthrough provincial offices, back-stopping

support, where necessary from the PMU. The HPU willlertake a pro-active promotional
campaign to stimulate awareness of project aasjtthe outcome of specific interventions and
potential areas demonstrating potential in theitwttiral agribusiness sector. The HPU will
work closely with PHDEB, to undertake a number ofivaties either directly or through the

Project and board’s provincial representation idiig:

0] contributing to and supporting provincial horticukl policy task forces,

(i) in association with provincial offices, identifyingcipients for ASF cost sharing
grants and forwarding their applications to the ASF

(i) identifying enterprises, farmer group enterprisel grocessors to determine
extension and research needs and assisting spdodorsvard grant applications
for private sector led research and extension t,AS

(iv) identifying farmer groups, exporters, packers arat@ssors that wish to become
internationally compliant and assisting them toaabtproject support, either
through training or utilizing ASF cost sharing gisn
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(v)  working closely with the consultants whose assigmieare relevant to
horticulture and hortibusiness in order to enhdaheé activities.

The operations of the HPU will be overseen, in tewh quality control management, by the
PHDEB Chief Executive or his designated appointeethis capacity he/she will represent
PHDEB on the Project Steering Committee.

Provincial Project Representation

At the provincial level provision is made for eigmanagerial and professional staff and 12
support staff, to be based in the Project’'s presi3éhe office will work closely with the
provincial ministries of Agriculture and where pitds provide technical support to the
provincial ministries in horticulture and hortibosss. The line management for the provincial
offices will work through the HPU located in Lahoi&he primary function of these provincial
offices will be to promote the Project's conceptsl areate awareness of the ASF, identify
potential areas of intervention, interface withstéixig and prospective agribusiness enterprises
and respond to their specific needs. In additioayipcial office will act as the link with HPU in
Lahore to implement activities concerned with hmuftural production and agro-enterprise
development. The staff complement in each provin@#fice will include provincial
coordinators, agribusiness specialists and finaacd administration manager, a training
coordinator and support staff.

Livestock and Dairy I mplementing Agency

The Project will establish and support the LDDBotigh the provision of funds and a livestock
and dairy specialist to be located in the Boardfie®s. The Government will make provision of
a livestock and dairy coordinator and ancillaryffsta work with the Project’s livestock and

dairy specialist. Although horticulture and horsiness if the main focus of the Project,
livestock and dairy are also included. LDDB actestunder the project include:

0] collaborating in the national livestock and dairfudy, by supporting the
consultant fielded by the Project,

(i) identifying applicants for ASF grants and forwaugltheir applications to ASF,

(i) identifying enterprises, farmer group enterprisel @rocessors to determine
extension and research needs and assisting thesmpomo forward grant
applications for private sector led research andreston to ASF,

(iv) identifying farmer groups, exporters and processthrat wish to become
international compliant and assisting them to abtproject support, either
through the training or utilizing ASF grants,

(v) identifying, developing and preparing livestock atalry agribusiness activities
and work that could become components of a futgribasiness project.
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Service Providers

Given that the project cannot realistically provatkequate human resources to cover all capacity
building required to successfully achieve projeatpots emphasis is placed on out-sourcing
specific tasks to service providers. Such taskludepreparation of feasibility studies, business
plan elaboration, agro-enterprise and farmer gragpo-enterprise start-ups, entrepreneurial
skills enhancement, processing for value additioorticultural production and post harvest
practices and international and national standadispliance. Service providers will include
extension and research departments, GCCs, VTIssR$BO’s and private sector companies
and individuals.

Pre-loan Effectiveness

The Project will be implemented over a period g€fiyears from the time of loan effectiveness wthich
expected to be mid to late 2005. It is recommerttat prior to loan effectiveness the recruitmenthef
Project Director and the ASF Manager be undertakigin the assistance of an international consultant
familiar with ADB recruitment procedures. Both tReoject Director and ASF Manager will need to set
up the mechanisms to recruit staff, prepare tenddentify office space and establish a working
relationship with MINFAL, the Ministry of CommercEHDEB, and the SMEBSF

Disbursement Arrangements

The loan proceeds will be disbursed in accordanitte ADB’s Loan Disbursement Handbook.

For the timely release of funds, imprest accountk lve established at the National Bank of
Pakistan for the use of MINFAL, ASF, PHDEB, and SiBPimplementation of the agribusiness
finance development component of the Project. Tiherest accounts will be established,
managed, replenished, and liquidated in accordaitteADB’s Loan Disbursement Handbook
and detailed arrangements agreed to by the Borramet ADB. The initial cumulative amount to
be deposited in the imprest accounts will not edd@enonths of estimated expenditure or 10%
of the total loan amount, whichever is less. TheBADstatement of expenditure procedures may
be used to reimburse eligible expenditures andjtodate advances made to the imprest account
in accordance with ADB’s loan disbursement guidedin Any individual payment to be
reimbursed or liquidated under statement of expareliprocedures will not exceed the
equivalent of $100,000.

Accounting and Auditing

MINFAL, ASF, PHDEB, and SBP will prepare and maintaeparate accounts for project-

related disbursements. ASF, PHDEB, and SBP, aseimmghting agencies, will prepare and
submit to MINFAL their accounts. MINFAL will consdate the accounts and, after audit,
submit them to ADB. MINFAL will establish an aud#view process and commission financial
and performance audits of the PMU by an audit ag@m@&ccordance with auditing standards
acceptable to ADB. ASF, PHDEB, and SBP will estblsimilar audit procedures using

auditing firms associated with internationally rgnzed firms, or an audit agency acceptable to
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ADB, in accordance with auditing standards accdptedd ADB. Certified copies of the audited
accounts and financial statements will be submiitedDB in English within six months of the
end of each fiscal year, and should include antawith a separate opinion on the use of the
imprest account and statement of account procedure.

Consulting Services

Consultants will be selected and engaged in acocsdavith ADB’s Guidelines on the Use of
Consultants by ADB and its Borrowers and other arrangements satisfactory to ADB foraginy
domestic consultants. A total of 137 person-momthsternational and 118 person-months of
domestic consulting inputs will be financed undee tProject. Consulting services will be
engaged in two packages. Under the first packagye thill be three contracts. One contract will
be issued for agribusiness support fund promotrpérson-months; 1 international and 3
national), and project management and studies @®8op-months; 8 international and 62
national). Consultants will be selected by MINFAA. second contract will be issued for
agribusiness capacity building (74 person montts;irternational and 45 national), and
agribusiness policy and regulatory framework depelent (17 person-months; 9 international
and 8 national). Consultants will be selected by BMU. A third contract will be used for
agribusiness finance awareness building and mamifo(6 international person-months).
Consultants will be selected by SBP. Each contwitit engage an international firm in
association with domestic firms. Quality- and cbased selection procedures will be used to
recruit the consultants, using full technical pregls. The second consultant package will be to
establish and operate an agribusiness lendingitumetithin selected PFls. There will be four
separate performance-based contracts (up to 2brparenths of international consultancy for
each PFI). The quality-based selection methodheilused because the services to be performed
are highly specialized, and only available fronmnaited number of companies. A high degree of
flexibility will be written into each consulting atract to allow implementing agencies to recruit
consultants according to needs determined as proptementation proceeds. The ASF general
manager will be recruited directly by MINFAL. Theimmary terms of reference for the
consultants are iAnnex-36.

Project Perfor mance M anagement System (PPMYS)

Project performance management will be the respditgi of MINFAL and be established
within three months of project start-up. MINFAL \Widet-up central PPMS within the PMU as
part of the overall management information systamg establish linkages with PHDEB and
provincial project representation. The PMU willigesational and international project staff and
consultants in the implementation of the system.

To ensure the system works efficiently particulariyh respect to feedback from the provinces,
13 person months of local consultant input will p@vided annually. Consultants will run
workshops in the provinces primarily to review fireject framework, implementation schedule,
ASF operations and consulting schedule, which beéllused as an information source for both
progress reports and the PPR.
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PPMS activities will include both implementationdaimpact monitoring of Project components
and subcomponents. Particular attention will bedpa the PPMS to the effective and
appropriate disbursement of funds for project #@nti, the effectiveness of consulting inputs
and the performance of third party service prodder

The PMU will prepare a brief quarterly and a coacinnual report on overall project
implementation which will be submitted to ADB thgluMINFAL. Reports will be in a format
that enables information to be easily incorporated the PPR. PHDEB and LDDB will also
prepare quarterly and annual reports of projectlempntation in their areas based on
information obtained from the provinces. These Wwél submitted to the PMU and incorporated
in PMU reports. The Project will contract an indegent national firm with monitoring and
evaluation experience to undertake a technicalt amdan annual basis.

12. Arrangements for monitoring and evaluation of the project during
implementation period.

To ensure smooth functioning of the project, itimgortant to monitor the project activities
during the implementation. This will help in putiithe project activities on right track and this
will pave path for realization of the objectivestbe project. This will save national resources
and will serve as a future guideline for projectnagement. The project will be monitored on
quarterly basis. The PMU will have a monitoring @awaluation capability to firstly determine a
baseline at loan effectiveness. The baseline suwikkypresent the current situation of the sub
sector that will serve as a starting point from athproject performance will be measured.
Impact assessments of the components will be daaug utilizing the performance indicators
and targets in the project framewolRtoject activities will also be monitored and ewhéd
through stakeholder feedback and participative a@pals. The monitoring and evaluation
information collated will serve as base data whdah be used as an information source for both
progress reports and the Project Performance R€P&R) and to provide information for a
Project Performance Management System (PPMS) tHdERML will establish.

Semi-annual impact monitoring will be undertakerrottyh workshops and stakeholder
consultation in the province. The results and feekldrom these will be utilized to recommend,
if required, necessary changes in the project freonle and implementation schedule, and will
be used to highlight further opportunities withiretproject scope and any new constraints and
issues that may arise.

Project activities are of critical nature and n&ebe on right track all the time. Due to this fact
is necessary to monitor activities on regular base this purpose a national Monitoring and
Evaluation consultant will be engaged to work witle Project’'s Deputy Director (monitoring
and evaluation) and undertake the following tasks:
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() review the current data collection process andesystthat will be used to generate
relevant data, for comparison with baseline/progtata, on the issues and actions that
are being addressed under the Project,

(ii) help to put in place a reliable system to monitee implementation of Project

activities including the formulation of process icators and delivery of service

providers. When the data on the indicators becowadadble, in later assignments, the
consultant will carry out periodic reviews and mep regular evaluation and progress
reports, based on the verifiable indicators inghgect framework,

(iidetermine methods to evaluate the effectivenascapacity building activities, as part
of the PPMS the consultant will run workshops ia grovinces primarily to review the
project framework and obtain feedback in the frelgarding project

(iv) output targets and make recommendations accordirffghgljustments and revisions
are required,

(v) review the work program of the Deputy Director améke recommendations, if
necessary, regarding the scope and efficiency deatmg and collating data and
information, review all consultant outputs and emsthat information for carrying an
effective monitoring system for the implementatafrthe Project is effectively collected
or collated for the consultant outputs.

In the first 3 years of the Project, ADB will caropt semiannual reviews to determine whether
the implementation and monitoring arrangementsapr@opriate and effective. These reviews
will monitor relevant indicators, to be identified the beginning of project implementation, to
assess whether the process-oriented approach ksnggobDuring the third year of the Project, a
detailed study will review project progress beftine ADB comprehensive midterm review to
assess performance; identify any problems and @nt& affecting project implementation,
including changes in the policy and institutionaVigonment; and reach agreement on required
changes to address any shortcomings. Any requitadges in scope, activities, and associated
financial reallocation will be incorporated follong the midterm review. These periodic reviews
will draw upon information provided by the projgarformance monitoring system.

13. Give date when capital expenditure estimates were prepared. If prepared
mor e than one year ago, confirm they are still valid.

February, 2005.
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14. Break up to the Capital cost of the Project (Rs. Million)
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15. Basis of estimates: Give details.

16.

Total cost of the project is Rs. 4066 million. Tdgency-wise breakup of the cost is as under:

Cost estimates are based on current market prices.

Financial Plan

(i) Give complete sour ce of financing.

(Rs. Million)
Agency FEC L ocal Total
ADB 474.0 1386.0 1860.0
GOP 100.Q 1424.0 1414.0
Agribusiness Enterprises 0.0 750.0 750.0
Private Sector Institutions 0/0 36.0 36.0
Beneficiaries 0.q 6.0 6.0
Total 574.0 3492.0 4066.0

The share of GOP will be met through Federal PSDRINFAL.

(ii)

(iii)

17.

Provide details of recurring expenditure on the basis of fixed and variable costs also
specify theitems such as establishment char ges.

After completion of the project the annual recugrgost of the federal component will be
met through regular non-development budget of theisity of Food, Agriculture and
Livestock. The recurring expenditures of varioudef@l government agencies/special
areas will be Rs.142.31 million (only 3.5% of tlmal project cost). The provinces and
other participating agencies will meet their respecrecurring cost from their own
resources.

Givedetailed profit and loss statement.

N.A.

Beneficiary participation.

The farmers and traders, businessmen, NGOs, asawdlhe researchers dealing with
agriculture will be the prospect beneficiaries bistproject. They will be provided
awareness, necessary information and technical frmw on WTO related issues,
policies and government strategies to deal withctielenges imposed on them by WTO.
In this regards, their rights and duties would b®rimed to them. Their views will be
sought on various issues of WTO and thus strategidgolicies would be streamlined to
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tackle the challenges of WTO and gain maximum pbsdienefits. This approach will
make the project successful.

18. Risk Analysis. Give detailed list of assumptions and the basis of changes
therein. Also indicate likely events which may delay the project and means of
addressing these delays.

The risks are divided into two:

i- Risk from project to the external environment
ii- Risks to project from external environment

The environment problems which may arise from thplémentation of the project and
their remedial measures are given separately in Ne. 24 of the PC-I.

It is assumed that Pakistan will not suffer anyeadg geopolitical and macroeconomic
changes affecting its external and internal stgbili

An agribusiness project is a new concept for PaRkisind the implementation capacity of
the MINFAL and DALPMG will be stretched. This has be considered as a risk to
project implementation.

Federal and provincial governments may reduce themmitment to agribusiness
development and may not seek approval for and @i the agribusiness and
provincial horticultural policies that will be fouated under the Project.

PHDEB was created through a resolution and notugiroan Ordinance, which as a
consequence does not provide the same degree ofapency. The medium-term
objective is, however, to ensure the future staftuBHDEB and LDDB by securing an
appropriate Ordinance. A similar mechanism waoWdd by SMEDA, after its creation
in 1997, but it was not until 2002 that the pernmarstatus of SMEDA was confirmed
through an Ordinance.

The trained professional and technical personnetfuto the project successfully are
available in the market. The consultancy requined raot available in the country will be
arranged from the international market. The expegegained from the expertise of the
national and international consultants will enhative professional capability of the
Ministry of Food, Agriculture and Livestock. Hentteere will be no problem with regard
to the trained man-power needed for the projece flimds are available for the project.
The Ministry of Food, agriculture and Livestockaisxious to run the project as quickly
as possible. All the stakeholders involved will lEnefited from the project. There will

be active involvement of all the beneficiariesisithoped that the project will get the
required cooperation of all concerned. The procaldset up in the Ministry of Food,
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Agriculture and Livestock is very supportive foetproject. More over the promotion of
Agribusiness in the country is the burning issuéheftime.

Once the professional experience and expertise gareed through national and
international consultants, it will go a long way @éohance the professional capabilities
and reduce the dependence on foreign expertise.

19. Unit cost of each category of service, e.g., cost per demonstration plot, cost
per 1000 population cover ed.

N.A.

20. Comparative unit cost of similar projects under implementation and
completed.

N.A.

21. Give statement showing phasing of repayment of loans. Indicate debt
servicing capacity of:

() Project N.A.

(i) L oan receiving or ganization N.A.

22. Annual phasing of the physical work and financial requirements for the
project. (Attach Bar Diagram)

Y ear Physical Work Financial requirement (Rs. Million)
(Y0 age) L ocal FEC Total
1 24.6 812.000 188.000/ 1000.000
2 21.2 703.000 158.000, 861.000
3 18.7 661.000 98.000/ 759.000
4 17.9 655.000 74.000, 729.000
5" 17.6 661.000 56.000] 717.000
Total 100 3492.000 | 574.00| 4066.000

Year-wise detail of the physical activities is given Annex-19 to Annex-35. Item-
wise/Activity-wise and Agency-wise yearly financiaéquirement is given imAnnex-1 to
Annex-18.
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PSDP Liability (Million Rs.)

L ocal FEC Total Private
PSDP Sector
Liability | Contribution

Years| ADB | GOP | Total | ADB | GOP | Total
1% 291.9| 435.6| 727.5| 168.0f 20.0f 188.0 915.5 84.5
2" 260.5| 279.3| 539.8/ 138.0f 20.0| 158.0 697.8 163.2
3¢ 256.9| 237.8| 494.7| 78.0] 20.0f 98.0 592.7 166.3
4" 246.0) 238.1| 484.1] 54.0f 20.0f 74.0 558.1 170.9
5" 330.7] 123.2| 4539 36.0f 20.0f 56.0 509.9 207.1
Total | 1386.0| 1314.0| 2700.0| 4740| 100.0| 574.0 3274.0 792.0

23. Result of the project. Indicate any result of project not mentioned earlier.
Give details of revenue likely to accrue to Gover nment.

List of potential beneficiaries is given Annex- 37.

24. Giveimpact on environment.

The use of inappropriate chemical fertilizers canse nutrient imbalances in the soil.
The application of fertilizers based on soil analysill ensure good vyields on a
sustainable basis. The promotion of an IntegratedtPNutrient Management System
(IPNMS) will further improve the soil's conditioitrate and nitrite contamination of
ground water from chemical fertilizers and the heag of fertilizers through the soil is

limited due to high evaporation rates at the saifece.

The indiscriminate use of pesticides and the umotatl disposal of pesticide containers
and packaging will cause a slight environmentalaotgut of little significance. Training
of farmers in pest scouting and Integrated Pestdgament (IPM) and the correct

disposal of containers will effectively reduce tlise of chemical pesticides
consequently any possible environmental hazard.

and

Because of the inequitable distribution of surfacgation water, farmers at the tail of
irrigation systems face water shortages. Improvederwmanagement is required and
application efficiencies will overcome water shgea significantly. In pursuit of
increasing the area under cultivation, new areasaimg developed on hilly or sloping
land, which will hasten soil erosion. The propesige and construction of terraces and
adoption of other soil and water conservation cast will alleviate any potential
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problems of soil erosion. However, most high valueps are given priority and
cultivated in the fertile sections of farms whiale avariably in river basins.

For cut flower production the use of chemical fexér may cause nutrient mining of the
soil and with the resultant production of flowerk low quality. The application of
fertilizers based on soil analysis and promotinM5, with the training of farmers for
effective fertilizer use will enhance flower prodion on a sustainable basis. Similarly
the use of sub-standard pesticides has an envimaimmpact and increases production
costs. There is a tendency for flower growers ® highly poisonous pesticides such as
organophosphates and organochlorides because #@awemot for human consumption.
The Project will train farmers in the correct udepesticides, pest scouting and IPM
practices.

The Pattoki area is faced with a shortage of itiigawater. At times poor quality
groundwater is used to supplement surface water, sthils then degrade with salt
formation and heavy metal contamination. Improvester management for increasing
application efficiencies will reduce the water dage problem. Better scheduling is also
required. The cut flower agro-enterprise is plagrtim bore more tube wells to overcome
the problem along with the use of skimming welht@alogy where the inlet for the pump
is situated at the top of the well where the frestater is found, in conjunction with the
reduction of irrigation usage through drip or tieekrigation application methods.

The raw material for the processing plant has ie past come from farmers and
wholesale markets. For enterprises supported bytbgect all produce will come from
known sources and not from wholesale markets, ab fglocessors know exactly what
pesticides have been applied to the crop in omlestablish consumer safety standards.
A prerequisite to any processing plant is tracégbdf raw material to ensure that all
efforts have been made to purchase fresh prodatédve not been sprayed with banned
and poisonous products. This will ensure that teiltant waste from the process will
not be contaminated with poisonous and long resitheenicals.

Solid waste is produced at fruit processing plamg its improper disposal will have an
environmental impact. The solid waste, if discardethout treatment, will produce
micro-organisms that cause disease, primarily fneagl of malaria and cholera through
the mosquitoes and flies that feed on the wastelyats. Similarly, liquid waste
containing a combination of chemicals and biologinaaterials increase Chemical
Oxygen Demand (COD) and Biological Oxygen Deman@DB levels in water courses
and water tables in the vicinity of the plant. Solaste can be utilized for composting
which can subsequently be used as a source ofiorganure. An alternative is to use
the solid waste as animal feed.

The packhouse must ensure that raw material puedhassafe and it can be traced back
to farms that keep good pesticide application @oin packhouses the major effluent is
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the water which is required for washing the fruitop to grading and packing. If post
harvest fungicides and waxes are not used thenwtste water will not have an
environmental impact and the water after de-siltag be used for irrigation purposes.
However, if fungicides, waxes and ripening agents used then the packhouse must
include settling and fermentation tanks in the glesiThe disposal of organically-active
solid waste can be returned to the field aftemtiagerial has been composted.

Farmyard Manure (FYM) and that wash from animaldshéspecially in peri-urban
areas) will pollute the local environment and chdke drainage systems. Dairy farms
located in peri-urban areas should be moved outsiyelimits to cattle colonies in
environmentally sound areas. Peri-urban farmsmwatlbe supported by the Project. FYM
is an organically active waste and should be cotedosnd used as an organic fertilizer.
The installation of a biogas plant will also redube pollution problem and generate
environmentally friendly energy.

Effluent and wash from milk chilling units rarelyormtain toxic waste, but are bio-
chemically active, exerting large BOD and COD ortev&ourses where the effluent is
disposed. The effluent of milk processing plantatams some sodium hydroxide and
nitric acid which contributes to levels of COD aslmas chlorine and sulfate ions in the
waste water. However after reviewing industrial t&aanalysis reports from a number of
milk processors the amount of chemicals in the svasater are below that of the
National Environmental Quality Standards. Orgamycalctive waste (FYM) can be

disposed of by returning it to fields, where orgasecomposition will occur naturally.

Groundwater is the major source of water supplythie area. The water is mainly

extracted from tube wells that are deeper thanm3é@rs. The adoption of water efficient

irrigation methods, the use of water conservatiaasares, and construction of check
dams and delayed action dams will assist in thieanggng of the aquifers. In addition the

adoption of low water requirement crops/plants sashgrapes, pistachios, guava and
citrus, etc. along with improved agronomic pradiceill increase the water use

efficiencies.

In Quetta groundwater is the major source of watgply. For fodder production water
efficient irrigation methods coupled with improvedjronomic practices need to be
adopted. Collection of green fodder from adjoingrgas will reduce the pressure on
water which is at premium in the area.

The environmental concerns associated with agrerernse are the discharge of FYM
waste from the fattening yard and the slaughtefoussh which contains mainly blood
and FYM. These will mainly comprise organically iaetsemi-solids and liquids. The
proper treatment of slaughterhouse wash and th@asiing of FYM and return of these
materials to the fields, where organic degradatieth occur, will reduce the risk of
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environmental pollution. The byproducts of slagghbuses, blood, bones, skins and
offal are collected by contractors. Blood is pr@sgkinto poultry feed, bones are crushed
and made into bone meal or gelatin, with hides ggtantanneries. Nothing is wasted.

An Environmental Management Plan (EMP) will be iempkented. Once the Project
starts, to ensure efficient implementation of EM#ppropriate capacity building of

stakeholders will be undertaken. Organizing farmiet® associations for effective

management of natural resources on a sustainakle bl be a focal point. Project

management in association with farmers’ organinatiwill be responsible for detailed

environmental monitoring. The EMP will focus on tmaintenance of soil structure and
health (nutrient mining and imbalances, pesticieldues, etc) and groundwater levels
and water quality. Databases will be developedHerevaluation of possible long-term

environmental impacts due to Project activities aral/s to address them before they
become a hazard. An environmental monitoring cdaasulwill be engaged to design and
implement the EMP.

25. Economic life of component of project (building, equipment etc.)

N.A.
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PART-C

PROJECT REQUIREMENT

27.

(a) Manpower

For Ex

ecutiorman months)

For operation (Numbers)

I. Reqular project staff

0)

(i)
(iii)
(iv)
v)
(vi)

(vii)

1. Consultant

(b) Give list of employment to be generated by

gender

( ¢ ) Give manpower requirements during the first
year of theimplementation of the project.

Professional and Technical

Administrative Executive & Managerial

Clerical
Service
Skilled

Un-skilled

Others
S
)] Local

i) Foreign

Agency-wise requirement ¢
officers and supporting staff
given in Annex-1 to Annex-
18.

Persons

Persons

Persons

118 Man-months
137 Man-months
The duties, responsibilitie
and TORs of the Profession
staff and Consultants a
given atAnnex-36.

23 persons

23 persons
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(d) Likely shortage of manpower by occupation.

(e) Stepstobetaken to assure availability of
manpower

(f) Approximate number of personsrequired to
betrained per year (Locally and abroad) and
thekind of skillsto be earned

There will be no shortage of
the manpower.

NA

NA

28.

Civil Works

Some necessary civil work
will be carried out in FATA
and FANA where necessary
infrastructure is not available.
The detail of this will be
determined by the concerned
consultants and approved by
the Steering Committee.

v

29.

Physical and other facilitiesrequired for project

Office building will be hired
for the project staff and
Consultants. However, some
necessary civil work will be
carried out in FATA and
FANA where necessary
infrastructure is not available.
The detail of this will be
determined by the concerned
consultants and approved by
the Steering Committee.

30.

Materials, supplies and Equipment requirements

Detail of material supply and
equipment required is given gt
Annex-1to Annex-18

31.

In case of imported material and equipment for
execution, indicate:

i. Justification for import

ii. Proposed source of supply

NA

NA
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