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FOREWORD 

 

P overty Focused Investment Strategy (PFIS) for Punjab is part of the efforts of 
the Government of the Punjab to attack poverty.  This vision has been 
expressed in Punjab’s Poverty Reduction Strategy Paper as well as in a 

number of other policy commitments including the Vision 2020 of the Chief Minister 
Punjab and the Millennium Development Goals. The efforts at reducing poverty are 
now being backed up by a process of public sector reforms that refocus public 
sector expenditures at the provincial level towards sectors and areas that have the 
greatest impact on poverty reduction. Poverty Focused Investment Strategies for 
Punjab have been developed under Punjab Resource Management Program 
[PRMP] for six key sectors viz. health, education, water supply and sanitation, 
housing, SMEs and livestock and dairy development.  
 
This report is the second volume of the PFIS. It presents the detailed investment 
strategies for six key sectors. It is the first cut of the sectoral investment strategies 
relating to six critical areas. Moreover these investment strategies are now to be 
developed into targeted programmes that are well designed and address the new 
institutional arrangements put in place by devolution.  

The PFIS has been approved by the Chief Minister Punjab and concerned 
provincial government departments have already been asked to prepare the 
annual development plans accordingly. It is therefore expected that the 
implementing departments will find this document of value in developing and 
effectively implementing pro-poor programs.  The PFIS for six key sectors would 
also be of great interest to researchers, international development partners and 
development professionals who are interested in development initiatives of the 
Punjab, especially those aimed at reducing poverty. For wider sharing of the PFIS 
it has also been uploaded on PRMP website and can be accessed from the link: 
www.punjab-prmp.gov.pk/pfis/index.htm. 

Punjab Resource Management Program would like to acknowledge with gratitude 
the guidance and support provided in this work by Mr. Suleman Ghani, Chairman, 
Planning and Development Board, Punjab as well as the other officers and 
Secretaries to the government. The support of the Asian Development Bank and 
DFID through TA Grant under PRMP Sub Program-I is also gratefully 
acknowledged.  Thanks are also due to Mr. Mujtiba Piracha and Mr. Adnan Qadir 
who, along with Mr. Zafar Ismail of Anjum Asim Shahid Associates worked 
tirelessly on this assignment. Thanks are also due to Mr. Zulfiqar Younas, Mr. 
Hamed Yaqoob Sheikh and Mr. Shoeb Iqbal Syed who coordinated on behalf of 
PMU/PRMP for this assignment. 

          
              
 
                                              ASAD SUMBAL 
                                    Program Director, PRMP 
                                                                               P & D Department 
                                    Government of the Punjab 
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ACRONYMS
 

APF Animal Protein Food 
BHUs Basic Health Units 
CASA Credit Assistance Scheme for Artisans   
CBOs Community Based Organizations 
CCBs Citizen Community Boards 
CME Continual Medical education 
CPD Continuous Professional Development 
CSOs Civil Society Organizations 
CSSI Credit Scheme for Small Industries  
DAs Development Authorities 
DEOs District education Officers 
DFID Department for International Development 
DHQs District Headquarters 
DoE Department of Education 
DoH Department of Health 
DSD Department for Staff Development 
EFA Education for All 
EMIS Education Management Information Systems 
EPB  Export Promotion Bureau 
EPZ Export Processing Zone  
EPZA Export Processing Zones Authority 
FMD Foot and Mouth Disease 
HID Health Institution Database 
HUD Housing and Urban Development 
IFIs International Finance Institutions 
L&DD Livestock and Dairy Department 

LGRDD 
Local Government and Rural Development 
Department 

LHWs Lady Health Workers 
MCH Mother and Child Health 
MDGs Millennium Development Goals 
MFIs Micro finance institutions 
MICS Multiple Indicator Cluster Survey 
MIS Management Information System 
MTDF Medium Term Development Framework 
MTBF Medium Term Budgetary Framework  
NCA National commission on Agriculture 
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NGOs Non-Government Organizations 
NRSP National Rural Support Programme 
PASC Pakistan Administrative Staff College  
PDC Professional Development Centre 
PEF Punjab education foundation 
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PER Punjab Economic Report 
PESRP Punjab Education Sector Reforms Program 
PHED Public Health and Engineering Department 
PIHS Pakistan Integrated Household Survey 
PLGO Punjab Local Government Ordinance 
P-PRSP Punjab Poverty Reduction Strategy Paper 
PRSP Poverty Reduction Strategy Paper 
PSIC Punjab Small Industries Corporation  
RHUs Rural Health Units 
Rs  Pakistani Rupees 
RSPs Rural Support Programmes 
SAP Social Action Program 
SBAs Skilled Birth Attendants 
SIE Small Industrial Estates 
SME(s) Small and Medium Enterprise(s) 
SMEDA Small and Medium Enterprise Development Authority  
THQs Tehsil Headquarters 
TMA Tehsil Municipal Administration 
TMAs Tehsil Municipal Administration 
UAW Unaccounted for Water 
V V W Village Vet Workers 
VA Vet assistant 
WASA Water and Sanitation Authority 
WASAs Water and Sanitation Authorities 
WATSAN Water & Sanitation 
WSS Water Supply and Sanitation 
WTO World Trade Organization 
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EXECUTIVE SUMMARY 
 

1.   EDUCATION & LITERACY 
 

P unjab is better placed than other provinces in educational indicators. PESRP is 
a major intervention towards achievement of its commitment to universal 

education. Punjab has already achieved considerable physical coverage of 
schools. However major issues pertaining to quality, governance and institutional 
failures remain outstanding. SAP experience in the 1990s shows that there is 
limited connection between increased funding and better education outcomes. 

Sustainable improvement in access and quality of learning requires sector reforms 
and involvement of Non-State Players. Since access issues are effectively 
addressed by PESRP, the strategy emphasizes consolidation of public school 
infrastructure, targeting drop-out rates, instituting institutional reforms and 
improving quality. It advocates taking advantage of the rapid growth of private 
sector by encouraging its growth through incentives. 

Quality and Access: In order for the public education sector to thrive, the Punjab 
DoE needs to immediately put into action a plan to consolidate and rationalize the 
existing coverage and quality of schools in the province. Some actions include the 
introduction of co-education at primary level; improving the access of girls to 
schools through the introduction of incentive systems such as food-for-education, 
merger of mosque schools,   

Teacher Training: The focus of teacher training should shift from top-down, 
cascaded trainings to district and cluster based institutionalized thrust towards 
continuous professional development along with incentives and accountability to 
facilitate improvement in quality of teaching. 

Strengthening Education Management: The DoE needs to implement 
institutionalized mechanisms for strengthening education management through 
training, certification and by linking posting of education managers with such 
education. 

Vocational Education: DoE and TEVTA need to mainstream technical / 
vocational education. 

Curriculum Development: The province can contribute to curricula revision and 
modernization, though federal subject, through provision of technical input and 
support. 
Inter-governmental Linkages: The province should retain only the functions 
relating to the enunciation of policy, the establishment of standards, regulatory and 
monitoring frameworks, the enactment of laws to encourage private sector 
participation, the oversight of curricula and syllabi revision and the production of 
textbooks while building capacity of district education offices  

Private Sector Collaboration: DoE can make a substantial contribution to 
improving education outcomes by capacity-building of private schools (providing 
information on private school performance as a public good, teacher training) and 
through public financing of private education (voucher, loans for home-based non-
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formal schooling). Private sector needs to be incentivized through Punjab 
Education Foundation and monitored in a non-intrusive manner, primarily by 
disseminating credible information on school quality to enable parents to make 
informed choices. 

Functional literacy programs should focus on strengthening capacity of the poor to 
solve day-to-day problems and to equip them with income-generating skills. In an 
environment of low literacy rate and widespread poverty, it is essential to make 
provision for continuous learning of the neo-literates. This requires an extensive 
institutionalized continuing education programme. The EFA district units, with 
strong district ownership, need to be made the pivot of all literacy initiatives. These 
units should conceive and actualize a close role for elected councilors, at the union 
level. The Model District approach is again promising but needs to be backed up 
with greater decentralization of planning and decision making so that districts can 
adopt different approaches for achieving 100% literacy. Lastly the Adult Literacy 
Centers, the Non Formal Basic Education Centers and Literacy and Vocational 
Education Centers need to be made more functional through better supervision 
(which remains a weak link in this NGO-reliant model), through involvement of local 
governments and through integrated planning with education department. 
 

2.   HEALTH  
Despite massive investment in health sector, it is plagued by poor utilization and 
low quality of service, especially for the poor, and governance, institutional issues. 
The proposed strategy seeks to improve equity of access, effectiveness and 
efficiency of services, responsiveness to existing and emerging disease burden, 
and focuses on MDGs and other pro-poor interventions. 

Access and Quality: Alternative methods of improving access and quality of 
services to rural areas and vulnerable populations need to be explored. Some 
options include setting differential pay packages to attract staff to work in remote 
areas, developing a cadre of village-based midwives who work on self-
employment, contracting out management of health facilities to private sector and 
NGOs, and institutionalizing community involvement through health committees, 
encouraging communities to invest in and manage the services and by furthering 
the Rahim Yar Khan experiment in public-private partnership. 

Improved Public Infrastructure: Health facilities, particularly at the PHC level, 
need to be made fully functional through provision and repair of specified 
equipment, provision of accommodation to staff at cluster locations, and by 
ensuring staff presence. 

Public Awareness and Minimum Package: People should be made aware of 
their rights and duties vis-à-vis the health care system. Minimum standards and 
protocols for various types and kinds of hospitals and nursing homes should be laid 
down. A minimum package of services available to anyone at each health outlet 
should be guaranteed, announced and monitored. 
Licensing: With regard to private practitioners, the state and medical councils 
should ensure that only properly qualified persons practice. There should be 
regular medical and prescription audits and the renewal of license and registration 
should be dependent on it. The soft lending to doctors through Punjab Health 
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Foundation should be conditioned on provision of primary health care services by 
the borrowers to people as per DoH guidelines. 

Human Resources: Performance based incentives are recommended for 
medical and paramedical staff. The pro-doctor bias needs to be tilted in favor of 
paramedics. For the female staff, incentives should be provided for facilitating their 
practice in rural areas and urban slums. Private practice should be institutionalized. 
Manuals with Job descriptions, Protocols and SOPs need to be developed. 
Systems should be developed for planning, financial management, logistics, MIS, 
monitoring, redesigning and functionalizing patient referral system. A new cadre of 
public health professional may be established with the option/incentive of up 
gradation. 

Integrated Health care: The DoH should introduce a referral system as one of its 
strategies to make the best use of hospitals and primary health care services. 
There is dire need to have senior citizen package including old age home to deal 
with the old age people problems. 

District level Interventions: Core Competencies (management, HRM, planning, 
monitoring and budgeting, M&E, social mobilization) need to be strengthened 
through training and support. Establish a system of Continued Medical Education 
(CME).The province should build capacity for district-based planning based on 
district data (MICS, EMIS). 

Mainstreaming Private Health Care: Ensure compliance to defined standards, 
encourage chains of health service providers, and by public financing of private 
sector, contracting of services, and provision of incentives and conditions through 
PHF. DoH needs to create linkages of private sector PHC facilities with vertical 
national health program. 

Innovative Approaches: Target malaria free Punjab, strengthen devolution, clarify 
province-district roles, institute remote business processes, utilize HMIS, expand 
School Health Program and extend health insurance, on group basis by 
government subsidy and critical disease cover. 
 

3.   LIVE STOCK & DAIRY DEVELOPMENT 

Given certain institutional reforms, the livestock sector can play a significant role in 
poverty reduction. Reforms include determining proper public role in the sector, 
making targeted interventions for the poor while creating enabling conditions for 
sustainable market-led growth. Low productivity, under-exploited export potential 
and institutional weaknesses are major ills facing the sector compounded by food 
and fodder shortage, poor breed improvement, inadequacy of animal health 
services, weak marketing infrastructure, and poor disease control. 

There is a need for conducting proper financial and economic analysis of the 
plethora of current and planned development projects for the sector, for 
prioritization and picking ones with the greatest economic returns. Since livestock 
is a devolved subject, most of these projects are better handled by district 
governments and only specific ones, like research, by the province. 

Departmental Functions: The department needs to be clear about its role and 
concentrate on its core public goods functions such as the prevention of epidemic 
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diseases (not necessarily implying public provision), provision of extension 
services and research. 

Service Delivery: Among the most important public interventions is establishing a 
market-friendly and privatized animal health service delivery system. This can free 
up scarce human and financial services in the public sector which can then be 
concentrated in poor, inaccessible areas and on targeted subsidies for poor and 
landless farmers. 

Price Controls: Price controls for meat and beef that act as a disincentive for 
private sector investment should be removed. This is likely to induce a supply 
response in the long run resulting in greater output at competitive prices as 
happened in the poultry sector. 

Grassroots Interventions: The department needs to improve and extend 
veterinary services to the village-level through supporting production of green 
fodder, encouraging formation of livestock owners associations to get better 
access to services and to develop better marketing outlets, and supporting 
cooperatives with advisory services and training. 

Nutritional Standards: To improve and maintain an internationally acceptable 
level of livestock nutritional standards and feeds quality, set up Livestock Feeds 
Standards to be met by feeds manufacturers and importers; provide Feeds Quality 
Assurance Services; and investigate feed combinations of local feed ingredients. 

Hygiene: To assure an internationally acceptable standard of sanitation and 
hygiene, there is a need to set up Meat Hygiene and Sanitary Standard; enforce 
International Hygiene Standards especially for the export market; develop 
minimum meat preservation requirements through research; and monitor veterinary 
drugs and hormone residues in food. 

Technological Innovations: The department should facilitate the translation of 
technological breakthroughs (like the development of a cheap, ocular vaccine for 
treatment of the high-mortality Newcastle disease) into benefiting the livestock 
owners. 

Credit Facilities: Recently there appears to be some realization of the importance 
of credit services for the sector. Different loan schemes are opening for livestock 
farmers. Besides micro finance through Micro finance Institutions (MFIs), Baitul Mal 
& Zakat funds are other potential source which could be effectively employed for 
poverty reduction through investing in livestock and poultry business. 

Research and Public Awareness: Research and extension linkage needs to be 
strengthened. Research should be demand-driven and not supply-driven, as is the 
norm at present. One way of doing this is by establishing an Endowment Fund for 
sector research to be run autonomously by experts with seed funding by the 
government. Innovative use of alternative media, especially electronic media 
should be encouraged. Radio can be the most useful channel to create awareness 
among the rural poor through popular programs. 
 
4.   PUNJAB SMALL INDUSTRIES CORPORATION 
 

This paper analyszes the role of PSIC in employment generation in the Punjab, 
looking at its activities over time and envisaging a way forward. In order to put 
things in  context an overview of the labour force and its trends in the province are 
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analysed. Moreover, the bird’s eye view of the Small and Medium Enterprise sector 
in the Punjab is deemed essential to scope the potential of work in this sector and 
map out the coordinates of PSIC and the opportunities available, in juxtaposition to 
the labour force analysis. The paper has been prepared after numerous 
consultations with the Managing Director and his team of Directors at PSIC, as well 
as Chairman Planning and Development Board and other stakeholders. 
 

PSIC is an important instrument for micro economic development through 
enterprise development and employment generation. Making relatively expensive 
machinery available for common use of small manufacturers; training, introduction 
of new technology (intermediate/ appropriate), supply of credit and other ancillary 
activities have over time resulted in strong correlation between PSIC provision of 
these services and growth of clusters all over Punjab. Its comparative advantages 
lie in its presence across most districts of the province, its experience in setting up 
small industrial zones in different parts of the province, and its support to small 
enterprises through provision of credit and technical support. This is a desirable 
thrust towards working to reduce the ‘cost of doing business’ for small industries. 
While some progress has been made by the SME sector in Punjab, its growth and 
impact on employment has remained limited and sub-optimal. 
 

In order to be able to effectively support the SME sector in Punjab as a strategy to 
create sustainable jobs and reduce poverty, PSIC will need to restructure in a way 
that its services are focussed at the new and existing enterprises that have 
potential to grow and penetrate national, regional and international economies, 
keeping in view the World Trade Organisation’s (WTO) free trade regimes. These 
expanding enterprises are expected to create new and, more importantly, 
sustainable jobs.  
 

PSIC needs to incorporate a monitoring, evaluation and research unit, which would 
regularly monitor and evaluate its interventons and give feedback for course 
correction of its interventions. It should have an operational research component to 
pilot new approaches before they are implemented and scaled up and to document 
the findings of such experiments for influencing the policymakers and a wider 
audience. PSIC should also commission a comprehensive review of all its 
programmes to extract the lessons learned over all these years. Market research is 
also an activity of immense importance for an organisation like PSIC. It might be 
advisable for PSIC to do this through out- sourcing studies and involving relevant 
experts in the various fields so as to access the best resources available and not to 
develop in-house capacity to do this, as it requires specialized skills.  
 

In this context, PSIC should also move towards expanding in the roles where it 
possesses comparative advantage. It should focus on facilitating and providing 
access to technical guidance for potential and existing entrepreneurs by creating 
industrial clusters in order to attain economies of scale. It should support the SMEs 
to access credit through the SME Bank, training through the TEVTA/ SMEDA, and 
industrial estate and required infrastructure through PIEDMC, while supporting the 
market-oriented enterprises to explore export markets through the EPB. Thus a 
new role of creating linkages should replace the ‘doing it alone’ mindset. 
 

Development of clusters should remain a key function of PSIC. Its role should 
evolve to the branding and marketing of clusters, while supporting the enterprises 
in these clusters to access credit, adopt efficient and environmentally clean 
technologies, comply with labour, environmental and tariff related laws and 
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regulations, set up informal conflict resolution arrangements, develop market 
linkages for inputs and outputs, and comply with WTO and SAFTA regulations to 
benefit from the existing and emerging free trade opportunities.  
 

A major emphasis of PSIC should be on bringing women into the active labour 
force, especially in industries which suit the cultural environment of different 
districts of Punjab. This may be possible through setting up or supporting 
‘neighbourhood’ workplaces, capacity building of women in enterprise 
development, training in vocational skills through TEVTA, and innovative credit-
plus schemes, whereby PSIC provides the clusters of women’s enterprises with a 
range of services, such as credit, training, technical support, exposure visits, 
market linkages, etc. To further this cause PSIC needs to map women 
development initiatives in the province and create programmatic linkages with them 
where ever possible.  
 

In order to prepare for a changed, more dynamic role, PSIC will need to restructure 
itself and develop core competencies in its new areas of work. Its board of 
directors should have more members from the private sector, especially 
stakeholders’ representatives, to play an effective role in supporting the small 
enterprises. It should build the capacities of its frontline staff in business appraisal, 
financial and economic analysis, and, most importantly, networking and linkages. 
PSIC should develop a management information system (MIS) and a networking 
environment where staff are able to access client information in a easy-to-handle 
way. It would be in line to recommend detailed studies to be commissioned on the 
various aspects of PSIC under the PRMP. 
 

PSIC should play a very important role by ‘organizing’ the sector that it works in. 
Small scale entrepreneurs need to be brought on a single platform where they can 
exert influence on policy. This would automatically lead to not only PSIC 
interventions but a lot of others by the government in this sector to be ‘demand-
driven’ rather than anything else. 
 

PSIC needs to invest heavily into improved and ideally ‘outsourced’ design centre 
which develops innovative utility products saleable abroad, using traditional crafts 
and methods. This would ensure that the crafts and original methods are preserved 
and remain a part of our culture, but at the same time have a contiuous relevance 
to the real world. 
 

In view of the labour force analysis, PSIC might want to further investigate and pilot 
some interventions in new and hitherto untried areas like the service and trading 
sectors within the SME sector. It may also want to further explore its role in the 
‘informal’ or the ‘micro’ enterprise sector which has the maximum number of labour 
force working in it. PSIC should also collaborate with other entities supporting the 
development of small enterprises, like Small and Medium Enterprise Development 
Authority (SMEDA), Export Processing Zones Authority (EPZA), Export Promotion 
Bureau (EPB). 
 
 

5.   HOUSING & URBAN DEVELOPMENT 
Punjab’s urban population is about 25 million (out of a total of about 84 
million), and some 7.5 million, or 35.0% of the total urban population, live in 
slums, with another 2.8 million, or 11.5% of the urban population, living in 
katchi abadis. About half the urban population is concentrated in the five 
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primate cities of Punjab, i.e., in Lahore, Faisalabad, Multan, Gujranwala and 
Rawalpindi. Lack of government policies and planning has led to unbridled and 
random urban sprawl in the province. Relatively high growth, combined with slow 
urban sector development, has resulted in uncontrolled urban sprawl; deteriorating 
urban environments; deficiencies in urban services such as water supply, 
sewerage systems, drainage, solid waste management, roads, urban transport, 
and community facilities, and the lack of access to education and health facilities 
by the poor. Most of the problems in this sector also have their roots in poor 
governance, particularly related to institutional and organizational issues, and lack 
of technical capacity and capability. The overarching concerns relate to lack of a 
holistic strategy for urban development and management, and the non-availability 
of adequate resources, both financial and human, for delivering and maintaining 
services needed at an acceptable level of quality.  

The issue of mobility is becoming even more important as the roads in the urban 
areas are being pre-empted by the more well-off segments of society through the 
explosion in the population of cars and two-wheelers used by them. This is 
crowding out the public transport services. There is a need to examine the 
implications of such an unregulated use of space meant for the movement of 
people, and for the formulation of a policy that encourages mass transit schemes 
within the primate cities and schemes that can bring in and take back work force 
from adjoining towns, so as to take pressure off from the largest cities. 

An overarching body needs to be established which should be mandated to set 
standards and regulate an overall urban development and management policy 
framework and commensurate strategies within this framework. A proposal for this 
is on the anvil in the form of the Punjab Urban Commission (PUC). It is imperative 
that proper documentation of all informal housing settlements is undertaken as it 
will help in conceptualising and implementing appropriate housing policies for the 
urban poor. A study should also be initiated to set the mandate of the PHED and 
the possibility to subsume within itself the PHED, the PHATA, the DGKAUI and the 
RTA functions of planning, facilitating and regulating each of these specific 
services, and whether these departments and authorities should be wound up and 
their implementation capability transferred to the local governments concerned. 
The PUC should have the over-arching authority to ensure that even federal 
government and Ministry of Defence agencies comply with its regulations. This 
would ensure that only one set of regulations apply when considering any 
programme, project or scheme. 
 

Local governments should be encouraged to prepare base maps of their areas 
using satellite imagery. The development plans at each level should be prepared 
by the local governments with technical help and assistance provided by the 
province and keeping within broad framework enunciated by a body perhaps like 
the Urban Commission. TMAs should also be provided the assistance needed to 
improve financial management, ranging from accounting and book-keeping to 
resource generation and recovery on an urgent basis. An attempt should also be 
made to improve the resources available to the TMAs by removing the exemptions 
from land and property taxes and permitting the introduction of the levy of property 
tax based on capital value rather than on rental values as at present.  
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The GoPunjab should consider the provision of undeveloped land where only the 
plots are demarcated and the land is allotted to a community of the poor rather 
than to an individual.  This has the advantage of replicating settlement patterns 
from the localities from which rural migrants originate. These communities, then, 
through self-help build the infrastructure to suit their requirements and attach them 
to the arterial network put in place by government. 
 

Evictions should only be undertaken if alternative resettlement schemes are 
offered to the people. It is recommended that resettlement schemes be initiated 
under the guidance of professionals and experts drawing from the experience of 
successful initiatives. There is a need to strongly discourage future encroachments 
and squatting on public and private land through enforcement. Extension of credit, 
utilisation of viable funding sources, capacity building and the need for low-income 
schemes in both the public and private sector are also emphasized. There is 
potential for the role of a support organization, to organize and facilitate 
communities in this context as well.   

Financial intermediaries need to develop financial instruments and products that 
suit and target lower income groups. Easy credit would give a demand driven boost 
to the industry like it has to the ‘car industry’. A housing finance policy which boosts 
demand is welcome but supply and planning side needs to gear up beforehand. 
The provincial government should try to orchestrate such a turn around of the 
economy. The basis of this move is also palpable in the Punjab Economic Report. 
A much neglected potential target sector of the industry is the housing rental 
market. Again cheap and easily available credit could boost this market and raise 
incomes of people while making shelter available to people desirous of same. 
 

6.   WATER SUPPLY & SANITATION  
According to the 2001-2002 PIHS, half1 of the water supply to urban households 
was through a tap in the house. Of those with taps in the house, 962 percent were 
connection through a piped system installed by the local governments. In the rural 
areas, only 5 percent of households have taps inside the premises installed in 
equal proportions by the households themselves or through the activities of the 
non-governmental organisations involved in the sector. The bulk of the supply is 
through hand pumps.  Access to sanitation at the household level is measured 
through the availability and type of toilet facilities preferably inside the house. In the 
cities and towns of the Punjab, 91 percent of households have installed a flush 
latrine. In the rural areas less than a third (31 percent) of the households has the 
same facility and more than two-thirds (68 percent) have no toilet facilities within 
the premises of their homes (PIHS 2001-02).   
 
Traditionally the government has been limiting its own scope by choosing to be just 
one of the ‘providers’ of water. It has done this by following a one-point agenda 
which has been to increase ‘coverage’ of households provided water, be it in rural 
or urban areas or the primate cities of the Punjab through Water and Sanitation 
Agencies, (WASAs). It is argued in this paper, that in the given circumstances if the 

                                                 
1 The comparable figure for 1998-99 was 45 percent 
2 In the PIHS 1998-99 this was estimated to be 94 percent 
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provincial government needs to even secure a fighting chance to achieve the 
MDGs it needs to undergo a role-change to that of a regulator. This is essential to 
ensure quality of services provided by an ever increasing number of players in the 
sector. Regulation of sanitation facilities, disposal and treatment of wastewater 
needs to be undertaken to minimize its negative environmental externalities and 
adverse affects on the environment. This waste usually ends up polluting water 
bodies that are the sources for livelihood and food for the poor and the diseases 
caused also impact the poor disproportionately. This is why there is also a need for 
raising awareness about water quality among citizens who get/ demand water 
under two categories: one, as consumers / buyers who purchase water as a 
service. Two, as a public right: access to safe water. A transparent regulator would 
encourage new players to come into the market and new partnerships of public 
and private entities in water supply and sanitation. 
 

Past habits of command and control through the issuance of directives, needs to 
shift to facilitation and strengthening of local governments. This can be achieved 
through establishing clear and stable provincial policy frameworks, and the 
monitoring and provision of technical support to local governments for the 
implementation of those policies. The PHED is currently in the process of 
establishing a Provincial Resource Base [PRB] which would include a training 
institute and the Central Design Unit.  The training unit, Water and Sanitation 
Training Institute (WASTI), would also include the Central Water Testing 
Laboratory. The PRB is mandated to assist the TMAs, train staff, establish 
standards, evaluate the technical merits of designs proposed, and make and 
implement regulations.  
 
The existence of a public water supply is not necessarily the most effective 
solution, particularly in the sweet water zone.  Care should be taken to analyze and 
examine all alternative mechanisms and to adopt only those which maximize 
benefits to the user and not the provider.  Such examinations should be 
undertaken by agencies such as those in the academia or civil society and not just 
by consulting engineers. The policy of not providing a mechanized scheme should 
be continued for sweet water zones, however, it should be modified to state that 
public water supply schemes in such areas would be limited to the provision of 
Afridev pumps on loans to be provided to households or through a water supply 
scheme to be designed and delivered through the CBOs and RSPs. However, 
even this water needs to be tested for impurities and contamination. One way in 
which such shortages can be overcome is by making available the services of a 
public sector technical assistance office comprising of the design officers from the 
PHEDs at the provincial level and from the WASAs. Such an organization should 
compete for advisory services needed by local government units. 
 
Community based schemes are highly desirable in this sector. Successful models 
of ‘component’ sharing need to be followed in urban and rural areas for purposes 
of financial sharing and speed of projects. Component sharing could be the 
preferred model which would work perfectly if there is a need for such a scheme in 
the community, where only tertiary and perhaps secondary lines and ‘internal’ 
development should be the responsibility of the household and primary level 
infrastructure including pumping/ purification/ treatment works need to be paid for 
and even run by the government. Policies should also be developed and 
implemented which specify both standards of design and levels of service 
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appropriate to the communities’ affordability to pay not only the O/M costs but also 
to partially finance the capital costs.  This would ensure the use of lower cost 
solutions and appropriate construction standards. 
 
In the short term two critical elements need to be addressed. These relate first to 
the schemes which were under implementation at the time when local 
governments came into existence (2001) and were abandoned for want of an 
“owner”. These need to be revived and brought on stream. While permission to do 
so has been obtained, the issue with respect to ownership needs to be settled. The 
PHED must negotiate ownership with the TMA and transfer these to them. Also of 
critical importance in the negotiations would be the timing of handing over title: an 
ex-ante handover would possibly result in a re-estimation of the cost of completion. 
The second relates to the schemes constructed under the PRWSS project which 
were handed over to the communities and which are now being abandoned for a 
variety of reasons. If such investments are not to be treated as sunk costs, then 
title to these must be transferred to the TMAs and modalities worked out for the 
communities to once again take responsibility for operations and maintenance. 
While it might not be possible to do away with ‘vertical’ programmes it is certainly 
possible to have then as ‘on-budget’ schemes done by the relevant TMA and the 
funding is passed on as ‘conditional grant’. The provincial government may want to 
consider a set modality for such grants so as to ensure that the TMAs undertake 
planning and execution with technical support of the provincial resource base, if 
required.  
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1.  EDUCATION SECTOR OVERVIEW 
 

1. Punjab appears to be better placed than other provinces in terms of 
achievement of targets relating to universal primary education primarily because of 
the success of Punjab Education Sector Reform Programme (PESRP) and 
because of the rapid growth of private schooling. However major issues pertaining 
to quality, governance and institutional failures remain outstanding. Moreover 
despite the success of vertical programmes, sustainable improved education 
service delivery requires a major commitment to and investment in capacity 
building of devolved local governments. This requires sustaining and taking 
forward the momentum created by PESRP. The major issues relating to access of 
primary educational services are being effectively addressed by the PESRP. The 
challenge now is to leverage the achievements of the PESRP into sustainable 
institutional and quality improvements. Without these softer reforms, which 
admittedly are harder to conceive and difficult to implement, education sector’s 
improvement is not possible and even the increases in enrolment may be difficult 
to sustain. Even in enrolment, the challenge now is to achieve a significant 
reduction in drop out rates which is not possible without these softer reforms. 
 
2. Punjab education outcomes are better than in the rest of the country, but fare 
poorly when compared to the rest of South Asia. Literacy in the Punjab is 52 % on 
the average as per MICS estimates. It is substantially lower for the females than 
the males irrespective of area of residence. Differential in literacy between the 
urban and rural areas is at least 20 percentage points. Among the females this is 
more than 23 percentage points in favour of those residing in urban areas. A 
composite estimate of access and outcomes is available only from the various 
Censuses of Population. The last Census was conducted in 1998. This provides 
detailed information on the number of children enrolled in educational 
establishments, and also in which grade they are currently studying. For the 
population at large information on the level of educational attainment is also 
provided. A comprehensive picture on current enrolment is provided by the 
Pakistan Integrated Household Surveys (PIHS). Based on the results of the PIHS, 
the Net Enrolment Ratio (NER) at the primary level in the province (inclusive of the 
private sector) was 100, 102 and 98 percent respectively for overall, male and 
female. This tends to suggest that the private sector caters for 44 percent of total 
primary level enrolment, 41 % of the enrolment of boys and 47 percent of the 
enrolment of girls. However MICS data shows private sector enrolment at 35% for 
Punjab. However the figure is substantially higher for the urban areas. 
 
3. Punjab has expressed a strong commitment towards achieving the Millennium 
Development Goals (MDGs) and Education for All (EFA) goals. These focus on 
several issues notably universal primary education, improved literacy rate, and 
higher quality education through teachers training, and curriculum and materials 
development and better opportunities of access to secondary and higher education 
with a particular emphasis on the technical and vocational education. The Punjab 
Education Sector Reforms Programme (PESRP) is a major intervention towards 
achievement of this commitment. With the installation of new, locally elected 
government under the devolution plan the district level authorities are taking more 
decisions in all areas affecting education in accordance with community needs and 
preferences. The private sector is also active in providing education and skill 
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development services. Both the for-profit and not-for-profit sectors run primary 
schools either in dedicated campuses or as home-based schools operated by 
single teachers. However major problems remain unresolved in the sector. 
 

2. ISSUES AND CONCERNS FOR STRATEGY       
    DEVELOPMENT 
 

4. Despite encouraging statistics, education in Punjab still lags behind due to 
issues of quality, governance and institutional weaknesses. Earlier initiatives such 
as the Social Action Programme, show that there is limited connection between 
increased funding and better education outcomes. In fact, there appears to have 
been a decline in enrolments in public schools during this period in the early 1990s. 
This clearly indicates that expansion in the availability of funds is not enough to 
improve enrolments in public schools. The SAP experience suggests that 
increased funding should be accompanied by targeting of institutional and 
governance issues hindering improvement in education outcomes and by putting a 
greater emphasis on improvement in quality. Only increased commitment to the 
education sector by the state can lead to higher enrolments, better quality and 
equitable access to both boys and girls. The major issues to be highlighted are 
elaborated below. 

2.1 Governance 
5. A review of the literature on the education sector in Pakistan and in the Punjab 
has identified a number of problems in the governance arena. These include the 
inability of the state in the past to provide free education up to the secondary level; 
the irrelevance of the education provided to the everyday lives and economic 
necessities of the poorer families; political interference in transfers and postings; 
an archaic system of human resource development and management which 
favours seniority rather than merit and a dysfunctional accountability system that 
cannot effectively control the presence of ghost teachers and ghost schools. 
However, it is expected that some of these problems like teacher absenteeism will 
reduce once the District Monitoring Committees are in place and the School 
Councils are strengthened and the supervision committees of the District and 
Union Councils become functional. Another issue that prevents comprehensive 
and realistic planning is lack of good reliable and independently verified data 
although as a consequence of the implementation of the PESRP this has changed 
to some extent as data is now being compiled by it and is readily accessible. Faulty 
selection of school sites is another issue since many schools are located where 
access is poor or at some considerable distance from the settlement, or there is an 
insufficient number of possible children, or teachers cannot get access owing to a 
lack of transport facility. The preference for appointing male teachers at the primary 
stage is another barrier to creation of child-friendly environment. However this has 
recently been shifted in favour of female recruitment. 

2.2 Institutional 
6. The education sector also has a number of issues which, while within the 
governance arena, merit special attention as they relate to the form of the sector 
itself and span both the public and private sector. In planning for the growth of 
education services and facilities, there is a need for a holistic vision for the sector 
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taking into consideration the private sector. A similar holistic vision is required in 
planning within the public sector itself. Additionally the public sector educational 
services suffer from the absence of professionally qualified education service 
managers and planners as a consequence of which teachers are assigned to 
perform these functions. This results in the misuse of scarce resources and poor 
management and planning of functions. Recently the Education Department has 
been taking some measures to address this issue of lack of education managers. It 
follows that improved systems of vertical integration would decrease the level of 
dropouts from the education system. Another institutional dilemma facing the 
education system, both in the public and private sectors, is the “part-time” 
education provided in the schools. Linked to this is the absence of co-education, 
particularly in the public sector, except at the tertiary level. Schools operating on a 
part-time basis, with little or no accountability of staff in the public sector, and 
management in the private sector, provide an opportunity to the teaching staff to 
encourage students to take tuitions from them in the evenings3. One more aspect 
of part-time schooling is the lack of opportunity to engage in extra curricular 
activities and physical training, which aspects are also necessary for an all-round 
education as they teach tolerance, team work and provide an avenue for releasing 
stress and tensions. Then there is a need for standardization of qualifications. The 
output from the schools produces children with varying levels of educational 
attainment and the possibility of comparing the levels of knowledge imbibed is not 
possible. The government has proposed a national education testing system on a 
number of occasions. This could also be linked to an award system for 
teachers/institutes to help, improve the quality of education provided. The 
substance of textbooks is compromised by the inability of the province to include 
provincial and regional concerns in the syllabi and curricula which are necessary 
for making the education provided relevant to the needs of the people and the 
market. Ideally centre should provide broad guidelines for the development of the 
syllabi and the curricula should be designed at regional levels to meet provincial or 
regional needs. The public school system's deteriorating infrastructure, falling 
educational standards, etc needs to be arrested and improved. This is all the more 
important as it impacts disproportionately on the poor. Joblessness among the 
educated unemployed is rising rapidly leading to crimes etc, particularly in the 
urban areas, because there was a genuine dearth of jobs until very recently, and 
also because they are unemployable because they do have neither the knowledge 
nor the training required by the market place. This clearly implies that technical and 
vocational education has to be given higher importance for providing greater 
employment opportunities to the educated. 

2.3 Access 
7. Although coverage of public sector education infrastructure is no longer a major 
issue in Punjab, ensuring adequate access is still an issue owing to the sheer level 
of enrolment and lack of corresponding facilities. Guesstimates by practitioners in 
the field suggest that at least at the primary level and perhaps even at the 
elementary level (primary + middle), Punjab may well have achieved full coverage, 
particularly when one considers that class sizes in both the DoE and private 
institutions at these levels are substantially more than the design standard adopted 
by the DoE, 35 students per class. Data also shows that Punjab has already 
                                                 
3 Kardar 2003 
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achieved adequate physical access to school for a majority of population. This 
clearly shows that the priority now should be consolidation of already existing 
infrastructure instead of its expansion. However there is still a major drop out 
during the transition from primary to secondary school as shown below, partly 
because of serious access issues between the primary and middle levels and so 
the drop outs taking place between these two levels were no voluntary in many 
cases. Surveys indicate that average distance for going from primary to middle 
schools was 12 km while it could be about 20 km for high schools. So while at the 
primary school level issues of access have been mostly covered, ensuring 
adequate access is still an area of concern for other levels. 
 

Table 1: Physical Access to Schools 

 In village/ 
muhalla 

Less than 2 Km 
/ ½ hour away 

In village / muhalla and 
less than 2 Km away 

Total 

Punjab 82.4 12.1 94.5 100.0 
Rural 79.0 13.8 92.8 100.0 
Major Cities 89.2 9.3 98.5 100.0 
Other Urban 92.4 6.7 99.0 100.0 

Source: MICS data set, P&D Department, 2004. 

With a total of 63,664 primary schools which are designed to cater to the needs of 
11,141,200 students4. The relevant-age cohort population in 2003 was estimated 
to be 11,864,000. In other words the DoE schools are designed to serve over 90 
percent of the cohort population. The total enrolment in DoE schools is about 6.7 
million (that is 56.2 percent of the age cohort) as per Punjab Development 
Statistics 2003. This clearly establishes the crowding in these schools. The 
balance is catered for by other public and private sector schools. In the past two 
decades, the private sector has expanded very rapidly not only in the urban areas, 
but also in the rural areas of the Punjab. One reason for the decline in public sector 
school enrolments may be attributable to the arguably better quality of education 
provided by the private sector, as a consequence of which there may be a transfer 
of students away from the public sector schools.  
 

Table 2: Enrolment at Primary Level (Percentage) 

 Boys Girls 
 Govt. Priva

te 
Deeni 
madrasa 

Other Total Govt. Private Deeni 
madra
sa 

Other Total 

Punjab 64.2 35.3 0.4 0.1 100.0 64.5 35.1 0.3 0.1 100.0 
Rural 73.6 25.9 0.4 0.0 100.0 73.8 25.9 0.3 0.1 100.0 
Major 
Cities 31.7 67.8 0.4 0.2 100.0 35.3 64.2 0.4 0.1 100.0 

Other 
Urban 46.8 53.0 0.2 0.0 100.0 51.8 47.7 0.3 0.2 100.0 

Source: MICS data set, P&D Department, 2004. 

 

                                                 
4 assuming 35 students per class and 5 classrooms per school 
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The net continuation rate stage wise was halved from primary to middle, about 60 
percent of those completing the middle school level and again half of those 
completing class X. The latest statistics on dropouts for the year 2003-04 suggests 
that this has improved considerably to 29.2 percent and 17.6 percent respectively. 
This may be seen in table culled from the EMIS Report 2003. 
 

Table 3: Drop-out Rates 2003/04 

Drop out rates Levels 
Total Male Female 

On completion of Primary 
Cycle (Class 1 to 6) 70.8% 63.3% 78.2% 

On completion of Elementary 
Cycle (Class 1 to 9) 82.4% 77.7% 87.0% 

Source: Department of Education, Government of the Punjab (2004);  
Education Management Information Systems 2003 Report 

 
8. Dropout rates in the public sector schools appear to be very high, particularly at 
the primary level. Information provided by the DoE Schools indicates that for the 
cohort of students completing class 5 in 2003-04, only 51 per cent, of those 
enrolled in class 1 five years earlier, were able to complete primary school level 
education. The relative position of boys and girls was 47.4 percent and 57.2 
percent respectively. Another 21 percent of those studying in class 5 do not carry 
on and enroll in class 6, the next stage (middle) in the schooling cycle. Thus the 
gross attrition rate is of the order of 70 percent. No country can afford to lose such 
a high proportion of children. The year-to-year overall attrition rates are 35 percent 
at the end of the first year, 13 percent at the end of the second year, 6.5 percent at 
the end of the third year and 4 percent at the end of the fourth year. Quantitative 
evidence of dropout from the private sector schools is not available. However, 
anecdotal data suggests that this is negligible and is caused by transfer of parents 
from city to city rather than an actual exit from the system. 

2.4 Quality 
9. The quality of education is impacted by a host of factors. These include the 
physical environment in which children learn the quantum and quality of inputs 
which are needed for maximizing the learning process, and the usefulness and 
relevance of what they learn so that the children can maximize the benefits from 
the education they have received. Quality issues also include improving the quality 
of teachers, ensuring teacher attendance in schools, improving enrolment and 
discouraging dropouts, improving gender parity, and improving examination and 
assessment mechanism. 
 
10. Within the environmental arena, the first concern is the locational 
disadvantages due to faulty location of schools and the physical infrastructure 
provided. Most schools, particularly in the rural areas, are located on land which is 
donated by the village. Since the land is not paid for, the DoE has no choice but to 
accept whatever piece of land is gifted. More often than not, this is located in 
wasteland which is not easily accessible by the villagers themselves and the land 
gifted is insufficient to meet the full requirements of a school. Since the objective is 
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to improve access to and quality of education, the system of accepting land from 
the community should be discontinued and land should be purchased specifically 
for this purpose. The bulk of the schools do not have playgrounds, some are 
without any form of shelter, in others the physical condition of the classrooms 
borders on being dangerous, and a large number of schools have insufficient 
rooms to meet their requirements. The private sector, whether the for-profit of the 
not-for-profit sector is no better. For a rounded education it is necessary that a 
child have access to some vocational or technical training and be able to 
participate in extra-curricular activities such as sports, games, etc. These are best 
done after completing studies for the day. This also helps to improve their overall 
health. The furniture, when available, was of a very poor quality such that in most 
schools visited, the majority of it was found to be broken. With the strengthening of 
the School Councils under the PESRP, this state of affairs should be remedied. 
Issues of concern in the quality of the inputs provided in both the public and private 
sector education facilities are the qualifications and skills of the teaching staff. 
Where multi-grade teaching is undertaken, mostly in rural areas, the teachers do 
not have the skill or training for conducting these classes. Pedagogy takes the form 
of rote learning and memorization rather than student-centred learning methods 
being adopted. In-service training is mostly seen to be a necessary evil by the 
teachers themselves, or, at best, an avenue for promotion to higher grades. 
 
11. The quality of text books needs to be improved in consultation with teachers. 
Moreover these should be accompanied by teachers’ guides. The public sector 
schools use a standardized kit for teaching at the primary level. More often than 
not, these are conspicuous by their absence. Even where they were found to be 
available, they appeared to be unusable in most cases as parts were missing. 
There has been some debate on the syllabus and curriculum. The education 
system makes it mandatory that students enter into streams of specializations at 
an early stage without any test of their aptitude or capability. This is perhaps one of 
the reasons why performance in the education sector is poor as witnessed by the 
annual report on the examinations conducted by the Public Service Commissions. 
 
12. The quality of private education is not much better but is considered to be 
higher for three major reasons. The first is the availability of teacher (skills and 
qualifications notwithstanding) as a consequence of them being accountable to the 
school management. The second is the co-education environment which inculcates 
a feeling of equality, better behaviour and higher tolerance for the other gender. 
The third is the syllabus and curriculum and linked to this is the quality of text 
books used. The bulk of private sector schools in the urban areas also have 
libraries. Computer laboratories are becoming the norm. These last two facilities 
are either missing from public educational facilities or are poorly equipped, and in a 
number of instances, if equipped, the teaching staff is not available. However this 
perception of better quality is not borne out by the limited data on private schooling. 
It is important that the public sector supports the growth and quality improvement 
of the private sector through provision of incentives and through building public-
private partnerships. 
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3. REVIEW OF CURRENT STRATEGY 

3.1 Increase in Enrolment  
13. In the first instance, Punjab has targeted the low enrolment, high drop-out 
rates, low literacy levels especially amongst females, and poor student – teacher 
ratios at the level of elementary education. Its rationale is that of the 10.97 million 
out-of-school children in the Punjab, 6.09 million were in the age group 5 to 12 
years, showing that the problem of out-of-school children was most acute at the 
elementary level. However gross enrolment in government schools at the 
elementary level was actually declining in the Punjab since 1996-97 because of 
inadequacy of infrastructure in schools, an inability to afford the costs of 
elementary schooling by pupils, further aggravated by a gender bias were the key 
impediments to improved attendance. PESRP is an attempt to break away from the 
traditional mode of incremental investments in the education sector by planning an 
investment of over Rs.21 billion in elementary education in three years, over and 
above the normal budget. The strategy is to go for far-reaching reforms in the 
education sector aimed at improving the educational attainment of children of 
school going age and creating conducive environment for the school going children 
by undertaking need based initiatives across the province. 
 

3.2 Missing Facilities in Schools 
14. PESRP targeted infrastructural improvements in the schools by providing them 
the missing facilities like buildings, electricity, drinking water, latrine, boundary wall, 
furniture and others. At the outset, data relating to infrastructure of 63,674 schools 
was computed along with enrolment and staffing status. The district governments 
have prepared a complete inventory of the schools’ missing facilities reflected in 
their “district profile”. Funds amounting to Rs.147 million per district were 
transferred to each district to improve physical infrastructure of the schools. Initially 
10, 840 schemes were received and work started on 7863 schemes. The total cost 
of providing these missing facilities comes out to Rs.15 billion which will be 
released to the districts in three years. In this way the total missing facilities of all 
the schools would be addressed.  
 

3.3 Free Text books for School Children   
15. Provision of free textbooks to all students from Kachi to class V starting from 
April 2004 is a major policy shift. Textbooks for 6.3 million students of primary 
classes were printed by Punjab Textbook Board and delivered to 8.8 million 
students before start of academic year i.e. April 2004. In addition, to closely 
monitoring and encouraging districts to utilize the funds made available to them for 
district level distribution, PMIU created a database which allows it to monitor school 
level distribution of the textbooks throughout the province. Third party validation 
regarding distribution of free textbooks to assess effectiveness of the system 
devised is being carried out. 
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3.4 Awareness Campaigns 
16. A major awareness campaign accompanied the educational reform and 
highlighting specific interventions. It focused on the themes of ensuring full 
enrolment through provision of fully equipped schools, quality education and 
motivated teachers. The campaign comprised advertisements based on the 
selected themes filtered in newspapers; television commercials and radio short 
wave channels targeting the listeners from low literacy districts. Commercials on 
these themes were exhibited in 150 cinemas located all over the province and on 
close circuit television at railway stations. 
 

3.5 Teacher Recruitment  
17. The Government of Punjab has approved the recruitment for making school 
specific appointment of teachers having up-graded academic and professional 
qualifications, in contract mode, with a view to eliminating absenteeism and 
improving the coverage and quality of education in public sector schools. About 
50,000 graduate teachers with better qualifications have so far been recruited on 
contract basis and in the next phase all remaining vacant posts of teachers are to 
be filled. For these recruitments the educational qualification has been enhanced to 
graduate level so that only quality teachers are recruited. The district wise 
information database relating to recruitment of teachers and their deployment is 
being maintained at the provincial level. 
 

3.6 Monitoring and Evaluation 
18. The PMIU of PESRP is a good example of effective Monitoring of Evaluation 
(M&E) and of capacity building in public sector for improved service delivery in 
general5. It has developed a database system called “Check-net” to monitor the 
progress of the programme. PMIU has constructed detailed databases in order to 
allow the decision-makers to take a multi-dimensional view of the education sector. 
These databases include expenditure monitoring, stipend to female students, free 
textbooks distribution, teacher recruitment and placement, student enrolment and 
missing infrastructure among others. PMIU is currently designing a comprehensive 
system with the help of DFID involving EMIS, for providing Punjab-wide real time 
data on the education sector. However PMIU of PESRP and the Chief Minister’s 
Monitoring Force are both provincial monitoring mechanisms whereas the most 
pressing need for building capacity for monitoring is at the district level where the 
capacity of district education offices including the AEOs needs to be upgraded. The 
province needs to shift focus on program evaluation and impact studies both by 
developing in-house expertise and by engaging outside experts, consultants and 
academia. 
 

3.7 School Councils 
19. In order to increase public participation in the running of government schools, 
school councils are being formed. The salient features of these Councils are that 

                                                 
5 ‘Capacity and Capacity Building in the Punjab for Devolved Education Service Delivery: Comparing 
current approaches with international experience; deriving possible pointers for policy and future 
action in the Punjab’, David Watson and Adnan Khan (2005). 
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more than 50% membership of the Council will be from the parents with a parent 
acting as Council Chairman and there will be power as well as sizable resources at 
the disposal of the Council to bring about improvements including teacher hiring on 
contract and there will be complete NGO backup for capacity building of the 
Council. In the current year pilot projects would be undertaken in six districts 
covering 2400 schools. The districts are: Attock, Chakwal, Gujrat, Vehari, 
Faisalabad, and R.Y. Khan. Two models are currently being tried, one in which the 
NGO is given greater authority in undertaking the formulation, organization, 
activation and training of the school councils and the other where it is primarily the 
duty of District Governments to undertake the improvement and reorganization of 
school councils with help from the NGO. National Rural Support Programme 
(NRSP) and Punjab Rural Support Programme (PRSP) have been engaged to help 
implement the piloting of school councils.  
 

3.8 Gender Issues: Stipends to Girl Students   
20. Enhancing gender equity in education sector has been explicitly recognized as 
a key objective. Therefore, provision of stipends is made at Rs 200/- per month in 
classes 6th to 8th for the girl students of government schools in districts where 
literacy level is below 40%.There are 15 districts which fulfill this criteria and these 
have been included in the first phase. 

3.9 Impact and Future Course of Action: 
21. Preliminary estimates of a single year’s effort reveal a 7% increase in 
enrolment at primary level and a 6% increase at the middle level. The net effect of 
the increase in enrolment at primary level resulted in an increase of 524,448. The 
overall increase in enrolment in a short period is very impressive given the fact that 
despite massive investments during the earlier SAP period enrolment rates went 
down. This increase is substantially higher than the achievements of comparable 
programmes like Progresa in Mexico (8 percent) and Educo in El Salvador (nearly 
7 percent) which are quoted as success to be replicated by the international donor 
community. However part of this increase in public sector enrolment may not 
reflect enrolment of out of school children but already enrolled private sector 
students switching to public sector. The true impact of the programme can only be 
gauged if the current practice of collecting only public sector enrolment data is 
changed in favour of collection of universal enrolment data covering all types of 
schools. This shift is already underway to some extent since the Federal Bureau of 
Statistics is going to conduct a complete census of private schools. Since the 
school requirements are continuously shifting due to the demands of child-centred 
learning and quality considerations, it is pertinent that the education department 
carries out a fresh survey of missing facilities in public schools with the involvement 
of district governments. 
 
22. Education management is another weak area where, unless improvements are 
made soon, the sustainability of the whole reforms could be in peril. The Education 
Department has already conceptualized reforms for strengthening education 
management and needs to take these proposals forward and to implement these 
measures6. Absence of education management training currently translates into 
                                                 
6 Based on discussion with the Secretary Education and on a ‘Presentation on Proposed 
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loss of good teachers and induction of bad education managers. The idea behind 
the proposed reforms is to make certification compulsory for all management 
positions with the proposed certifications being CEM, DEM, and MEM (Certificate / 
Diploma / Masters in Education Management). CEM is to be awarded on the basis 
of an examination conducted by an outside agency with a prescribed syllabus while 
DEM will be awarded on the basis of successful completion of prescribed 
management courses at NIPA, AKU or MPDD while Punjab University will start 
MEM classes. All Principals on school side are proposed to have minimum 
certification of CEM level to be eligible for posting. All education management 
positions of DDO’s, DO’s and EDO’s would require certification of DEM level 
(eventually DEM for all levels) while DEM eligibility will only be for those who have 
obtained CEM. All Principals of Colleges would have minimum of DEM level 
certification. Vice Principals to be named in all colleges for capacity building / 
training purposes. These are all sensible proposals that need to be further 
thrashed and then implemented. 
 
23. The Education Department is also proposing the concept of School Districts 
comprising of a cluster of 50-70 schools with the figure likely to become smaller 
with the amalgamation of boys and girls primary schools and comprising of one or 
more union councils. The school districts will be run by a board representing the 
Union Nazim/s, the Principals of comprising schools and a district school 
superintendent to be appointed by government for each school district and assisted 
by staff responsible for teacher training and HRM issues. The idea is to empower 
boards to make transfers within the school district (with province making transfers 
only to districts and districts making transfers from one school district to another), 
allocate funds to individual schools with the sum total of school specific budgets 
provided to school district boards with additional resource mobilization through levy 
of education tax under PLGO 2001. The idea of school districts needs to be further 
explored through extensive consultations with stakeholders and specialists. The 
challenge is to utilize the potential for greater local accountability and better 
information available at local level with a system that provides appropriate 
incentives and demands for systemic improvement, especially in terms of 
institutional issues and quality enhancement. 

 

4. IMPROVING QUALITY OF EDUCATION – TEACHERS 
TRAINING. 
 

4.1 Past Strategy of Teacher Training through DSD 
24. Besides providing an effective infrastructure and physical lay out for schools it 
is of utmost importance that serious attention is devoted to providing quality 
teacher education to prospective teachers and quality professional development 
opportunities to in-service teacher/ school headmasters/ mistresses. It is the 
functional responsibility of the Department for Staff Development (DSD) to ensure 
development of teachers and development of education management staff to 
“support teachers”, “plan and Implement change” and “monitor and evaluate 
effective schools”. 
                                                                                                                                        
Reforms for Strengthening Education Management’, Education Department, 26.05.2005 
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25. Teacher training in Punjab in the past was plagued by a number of problems 
like lack of overall planning, lack of innovative approaches; poor support and follow 
up of trainings, lack of defined monitoring, and evaluation of impact of training. The 
In-Service Teacher Education Programme programme was poorly planned and 
there was no established database available at DSD. INSET, as implemented in 
the last few years, was a costly (Rs. 250 million) and ambitious attempt to improve 
the skills of over 150,000 teachers in the Punjab conducted by the University of 
Education, Lahore between 2001 and 2003. It was, according to the third-party 
evaluation (AKUIED 2004), preceded by inadequate needs analysis. The approach 
adopted was ‘cascade’ training: 12 key trainers were assigned to develop 
materials, and to train 142 lead trainers, who would disseminate the materials to 
3,175 Master Trainers, who were to be the ‘interface’ with the ultimate trainees: up 
to 120,000 trainers of English (who received a 2-week course) and maths/science 
(a one-month course) in nearly 850 training centres. The evaluation indicated that:  
 

• materials were not pre-tested, were poorly-prepared, ill-structured, prone to 
encourage teacher-centred non-interactive knowledge-transfer approaches, 
and had no clear learning objectives; 

• the recruitment of the material-writers was not systematic, and the time they 
had available so limited that they relied on existing material rather than 
developing innovative and creative material; 

• many master trainers and some lead trainers had limited competence in 
English; 

• training techniques were predominantly lecture-based, rather than group-
centred, or practical presentation-based; 

• there was no follow-up monitoring or evaluation of trainees once they 
returned to work, nor any on-job support.  

 
The evaluation report found no positive impact on the classroom performance of 
the trainees and as a result of its conclusions, further phases of In-Service Training 
using the cascade approach were discontinued. 
 

4.2 Present Strategy 
26. The quality of teachers still remains a serious issue. However the Education 
Department is attempting improvement in quality of teachers through higher entry 
requirement, better and continuous teacher training including both pre-service and 
in-service training, establishment of a mentoring structure, and linkage of postings 
and promotions with training. The department was already moving away from 
cascaded model of training to a cluster model. 
 
27. Following its restructuring, DSD has undertaken a comprehensive agenda 
under the vision “Professional development for Quality Learning”. Its aim is to 
achieve Continuous Professional Development (CPD) of teachers to develop their 
knowledge, skills of teaching practice, awareness of ethical practice and 
motivation. The objectives of CPD for non-academic staff are to develop ability to 
support teachers, plan and implement change, and to conduct effective monitoring 
and evaluation. DSD plans to fulfill the in-service training needs of government 
school teachers and other related staff, identify and propose structures and 
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procedures that will enable quality learning (e.g. incentives, accountability, 
monitoring), and to develop linkages with institutions imparting pre-service training, 
other related departments (e.g. curriculum, textbooks, material development and 
research, BISE) and government for policy decisions regarding issues that impact 
on teaching quality in the classroom and student learning. 
 
28. DSD plans to establish a database of resources necessary for effective 
planning and delivery of INSET. DSD is also working on incorporating training 
incentives through better training facilities/environment, certified trainers graded on 
scale of excellence, increased honoraria for trainers, and performance related 
awards. It is also working on an accountability mechanism that encourages quality 
assurance for effective student learning. It will do need assessments and quality 
assurance for the INSET programs, formulate standardized uniform modules and 
materials (3-5 years), provide orientation trainings for the newly developed 
modules/materials, provide regular trainings to heads of schools at all levels. DSD 
is now planning to work in closer collaboration with district governments to facilitate 
effective monitoring of schools and to help develop 3-5/ yearly plans for all districts 
in order to ensure that all teachers in the district are trained every 3-5 years. In the 
next phase, DSD plans to establish district-based training and support networks for 
teachers and staff, monitoring mechanism for effective schools, institutional 
support for classroom teaching, and a coordination mechanism with all 
stakeholders in teacher development. It will identify a resource pool for further 
development of key trainers and master trainers of excellence for each district, 
develop the ‘weakest’ link in the teaching cadre, conduct ELT for primary school 
teachers, initiate research to establish teaching competencies at different levels 
and regulate the performance evaluation criteria accordingly. 
 
29. Creating and introducing innovation in teacher education is the key to 
improving quality of education. The success of a ‘change’ or an ‘innovation’ in 
existing practices depends solely upon teachers and quality of their teaching. 
Effective implementation of curricular objectives or aims that are defined by experts 
requires full acquaintance of a ‘teacher’ with basic knowledge and skills besides 
possessing a positive attitude towards teaching. Moreover teachers should be 
educated in such a way that they can see education and learning in broad 
spectrum of non-static world. It is evident from research studies that nature of 
teacher is extremely important to bring about any change. Involvement of teachers 
in educational change is crucial; projects and programmes cannot proceed without 
full cooperation of these major stakeholders. Therefore serious thought and actions 
are needed for pre- as well as in-service teacher development programs. 
 

4.3 Pre- Service Programs  
30. The standard of our pre- service education needs reflection of teacher 
educators and prospective teachers and some questions need to be raised again 
and again; 
 

1. What are we offering to pre- service teachers at the moment?  
2. What is being done to develop and enhance their conceptual understanding 

of content knowledge and skills needed to teach effectively?  
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3. What is being done to develop a positive attitude towards complex process 
of teaching and learning?  

4. What innovations are introduced in teacher education programs keeping in 
view the dynamics of society and the ever changing world?  

5. What kind of professional development opportunities are provided to 
teacher educators imparting education in GCETS, UCE & GCEs? 

6. What is needed to serve emerging needs of the hour?  
7. What role can teacher play to deal with the issues of reducing dropout, 

attracting girl children to schools and retaining them in schools?  
DSD needs to develop close linkages with the colleges of pre-service education 
because their experience of in-service education can feed in to improve the content 
and quality of subjects and issues taught in pre-service programs.  
 

4.4 In- Service Teacher Education  
31. In-service teacher education, the main responsibility of DSD, needs serious 
attention and innovations. Poorly educated / trained teachers can only teach what 
is given in the text books without giving any thought to how to make lessons more 
interesting for the class. Besides following textbooks they do rely upon their own 
experience of schooling and teaching that not only limits their ability to think and 
but hinders their actions as well. Rethinking in providing support to in-service 
teachers needs to be addressed at different levels; i.e., primary, middle/ 
elementary and high school level. At all levels there is a dire need to enable 
teachers to: 
 

• develop an understanding of basics of teaching and learning (what, why 
and how learning?) 

• develop an understanding of child cognitive development and learning 
needs  

• develop a clear understanding of content matter/ subject knowledge 
(languages, natural sciences, social sciences and information technology) 

• possess fair knowledge of pedagogical techniques  
• acquaint themselves with skills needed for teaching and learning 
• gain an insight into different teaching/ learning styles and their classroom 

implications  
• develop an understanding of strategies to create an exciting environment 

in the class which is conducive for learning and engaging 
• develop and understanding and skills of assessing and evaluating students 

(preparation of testing tools and implementation)  
• develop expertise to introduce innovative ways of teaching / learning and 

assessing and evaluating 
• create links between the school and the society and  
• develop skills to exploit immediate environment for effective process of 

learning.  
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4.5 A Proposed Model of In-service Teacher Professional 
Development Program 
32. In-service professional development programs are to be designed separately 
for primary, elementary / middle and high school teachers separately. Basic 
framework for professional development program at any level may follow this 
process: 

Step 1. Need Analysis 
Need analysis should be conducted in different districts, tehsils or union 
councils with the sample determined by considerations of 
representativeness and logistical ease and a variety of sources and 
procedures can be used to conduct this exercise. Professional development 
programs should be designed keeping in view the needs of the teachers 
and students in given areas.  

Step 2. In- Service Short Courses/ Workshops  
In-service workshops should be designed in series while time for 
implementation in real life situation should be given to the teachers. Issues 
and problems emerging from initial interaction should be addressed in the 
subsequent workshops courses. The workshops should also progress from 
simple to complex. In the beginning teachers should be exposed to basics 
of teaching and learning and once they gain confidence they can be given 
alternative courses and methodologies, emphasizing to decide themselves 
to use any particular technique for teaching effectively in their classes. This 
initial interaction should also enable teachers to ‘own’ students, schools and 
their teaching. It needs to be reiterated that they are the architects of new 
generations. 

Step 3. Content of Short Course/ Workshops 
Content of short courses / workshops should be identified after critically 
analyzing need analysis surveys and reports.  

Step 3 a. Teaching Methodology / Techniques  
Innovative teaching methodologies should be used to conduct these 
workshops. Classes should be highly interactive, participants ought to be 
encouraged to participate actively, share experiences and raise questions. 
Classroom interaction (teaching/ learning) should be substantiated with 
presentations by the instructors, class/ small group activities and 
discussions, presentations, projects, role plays, reports, reflective and 
reading journals etc. The participants should be asked to keep a reading 
log and reflective journals - reflecting upon their learning experience and 
development as a teacher. 

Step 4: Assessment & Evaluation 
In order to make these exercises effective the assessment and evaluation 
of these programs should be continuous and conducted closely. A variety of 
assessment tools and methodologies should be employed however, 
performance evaluation should be given due importance.  
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Step 5. Follow- ups of Short Courses/ Workshops 
Each workshop / short course should be followed by a follow-up exercise at 
an agreed upon period after teaching in actual classroom situation. 
Supervisors and mentors should be given an initial exposure to the 
underpinnings of supervision and mentoring. 

Step 6. Identification of Master Trainers  
Master trainers should be identified from each group of teachers and they 
should be exposed to intensive professional development programs so that 
they can work in cooperation and collaboration with teacher educators 
(experts).  

 

4.6 Training Programs for Teacher Educators, Supervisors / 
Mentors  
33. Before embarking upon in-service workshops for teachers; training programme 
for identified teacher educators and supervisors and mentors should be conducted. 
This includes most importantly professional development of education 
management staff (EDOs, DEOs, etc.). Currently Educational Management Staff is 
performing administrative activities, it is extremely important that they are involved 
in professional training. They should be given an intensive exposure to the 
philosophy of teaching and learning, teaching methods and techniques, 
assessment and evaluation and supervision and mentoring. Instead of their 
involvement in administrative activities they should be given professional 
responsibilities. 
 

4.7 Professional Development of School Head Masters/ 
Mistresses 
34. School head masters and head mistresses are involved in day to day working 
of school and their role is usually misunderstood. They take care of school 
administration and management but they do not play any role in professional 
working of schools and school teacher. They can be the best mentors and 
supervisors for school teachers and can be the strongest pillars of teacher support 
system. Day to day interaction with the school teachers, observing them in their 
classrooms and helping there and then can elevate the quality of teaching and 
learning in the schools and would keep teachers on their toes. To begin with some 
school headmasters can be invited to initial workshops and in the later stages they 
can be involved in intensive short courses. 
 

4.8 Operational Mechanism  
 
i. Identification of Clusters  
35. For any training to be effective it is extremely important that the boundaries of 
action are identified. Professional Development Centers (PDC) can be established 
in each district and PDCs sub centers can be established in each tehsil. Schools 
should be clustered on the basis of agreed upon radii. The Education Department 
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is already proposing establishment of clusters of schools for better school 
management and the same could be used for better teacher training. 
 
ii. Team of Professional Development Teacher  
36. A team of professional development teachers can be trained in each tehsil sub-
centers and they can work in close collaboration with teams in adjoining tehsils. In 
each district a network of such professional development teachers can be 
established and different educational activities (conferences, seminars, and 
experience sharing sessions) can be arranged for teachers. These activities can 
intrigue a desire to explore issues related to everyday classroom life and motivate 
teachers to their first step in research in education. 
 
iii. Mobile Team of Professional Development Teachers  
37. DSD should have Mobile Teams of Professional Development Teachers in 
each district (number can be decided on the basis of number of schools to be 
visited monthly and number of schools per team should not be more than four). 
Professional Development courses for these Teams should be conducted by 
qualified experts of teacher education in DSD. At this point private partners can 
also be invited to contribute. The team should be accountable to the Teacher 
Education Wing of DSD. Given past problems of managing mobile teams at the 
district level, a cluster-wide approach to professional development of teachers 
within the cluster can prove more manageable and effective. 
 
iv. Public- Private Partnership  
38. A thorough survey of private institutions/ organizations and universities working 
in the field of teacher training should be conducted. The reputation with the 
reference to quality of education; experience in the field of education and 
qualification of staff teaching at these institutions should be given due importance 
before building any kind of partnership with private organization/ institution or 
universities.  
 
v. Incentives and Accountability 
39. A sense of self accountability needs to be inculcated among teachers. They 
should be given due respect being teachers and space to gain confidence. Unless 
acknowledged all efforts appear futile and this is the case with education as well. 
The teachers should be appreciated for their achievements and incentives like 
increments and awards like teacher of the year or teacher of the district should be 
announced. 
 
vi. Training and support centres at cluster level: 
40. There are approximately 2,000 schools in each district, which suffer from lack 
of training and support networks. Currently there is no identification of cluster 
schools in area of close proximity and no training centres at markaz level (UC). 
The main functions of clusters will be to provide regular trainings to primary school 
teachers as per identified needs and established modules provided by DSD, 
provide mentoring and support to the head and the class room teacher, collect 
need assessment data from schools, collect needed information and other data, 
co-ordinate with other TSCs in the district, government education officers in the 
relevant area/tehsil, and other key stakeholders 
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5. ROLE OF PRIVATE SCHOOLS 

41. The phenomenal growth of private schools over the past two decades points 
towards the (mostly unappreciated) key role of private sector in provision of 
education to poor segments. Census of Private Schools (2000) shows there are 
about 40,000 private schools, with more rapid growth in rural areas in recent years, 
having an enrolment of 6.3 million children, mostly at primary level. This amounts 
to more than 10 times increase in their numbers since 1983. Most of the enrollment 
in these private schools is at the primary level, accounting for 75% of the total 
enrollment in private schools. Private enrollment accounts for 35% of public 
enrollment at the school level (primary, middle and high). The phenomenal 
expansion of private schools during the nineties has mostly been an increase in the 
provision of private educational services for the primary school going population. 

42. Evidence7 shows that the majority of private schools are catering to lower and 
middle class income groups and that growing competition is leading to reduction in 
school fees. Data finds the median school fees to be quite low. Punjab reports the 
lowest fees both in the urban and the rural regions (Rs. 71/month and Rs. 
53/month respectively). Using household expenditure data from the PIHS, the 
magnitude of these fees means that in Punjab, the mean tuition fee represents 
1.7% of average household expenditure at the rural level and 2.1% at the urban 
level. Thus a family with 4 children in an urban area will have to spend 8.4% of 
their budget on school tuition fees in the average private school. 

43. These schools display better gender outcomes both because these are mostly 
coeducational institutions and also because these mostly recruit female teachers. 
Private schooling still has a lot of potential to expand if it is supported by the 
government and not curbed through excessive regulations. The state can make a 
substantial contribution to improving education outcomes by capacity-building of 
private schools (teacher training, financing, provision of information on private 
school performance as a public good etc) and through programs involving public 
financing of private education including, for instance, voucher schemes for poor 
families and loans for home-based non-formal schooling. 

44. Quality of such schools is a concern though as their quality is not very high on 
average but is comparable to public schools “It is also worth noting that the 
potential quality concerns tend to be more pronounced in rural Punjab; it has the 
highest fraction of teachers with only matriculation education, lowest expenditure 
per student, amongst the highest fraction of self-owned schools and fairly high 
student-teacher ratios. Since this is also the region with potentially one of the 
largest absolute increase in schools, it is important to understand the prevalence of 
these patterns”8. What distinguishes private schools from public schools is the 
availability of teachers at all times, a cleaner physical environment, the availability 
of teaching aids and materials and the use of “English” as a medium of instruction 
in most private schools. 
 

                                                 
7 Andrabi, Asim and Jishnu (2003). 
8 Op.cit. 
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45. The private sector also joins hands with the public sector in the urban areas to 
improve the rate of utilization of government education infrastructure. Such schools 
(Community Participation Project9) operate in these premises during the afternoon 
and offer a range of educational services – from primary schools to professional 
and vocational training institutes such as computer training institutes. The 
experience from these partnerships has shown mixed results. The more socially 
conscious NGOs have fulfilled the terms of the agreement, while the more 
unscrupulous for-profit operators have broken their commitments and decamped 
without paying the utility bills and some have even damaged school property 
before they were ousted. So far 6,890 such upgraded afternoon schools have been 
opened in Punjab (4,212 girl schools and 2,678 boys’ schools). Since up-gradation 
is expensive (roughly Rs. 0.8 m for up-gradation from primary to elementary level, 
Rs. 1.5 m for elementary to high school and Rs. 2 m for high to higher secondary 
school up-gradation), the scheme has saved the government about Rs. 15 billion in 
different costs. The program has a substantial growth potential provided certain 
outstanding issues between the partners (Education Department and the private 
party) are resolved. A host of NGOs and CBOs also operate community based 
schools where the teacher (invariably a female) is drawn from the communities 
they serve. Most, if not all, have provided an adequate level of education at a 
monthly fee ranging between Rs. 50 and Rs. 100. A plethora of non-profit 
organizations also operate schools ranging from literacy centres and non-formal 
primary education.  

5.1  Monitoring / Regulation of Private Schooling. 
46. The regulatory regime for the private schools should be non-intrusive in order 
not to affect the sector in its current growth phase. At one level such monitoring 
needs to be minimalist, least interventionist and incentive based and housed in a 
neutral and autonomous body representing the government, the private sector and 
eminent educationists and perhaps funded by the Punjab Education Foundation. 
This body may call for voluntary membership with those joining becoming subject 
to certain regulations as well as eligible for incentives. The most important task that 
such a body could achieve is correcting the existing market failure in terms of 
credible comparative information on education quality not being available to 
parents and students across the range of public and private schools. At present 
such comparative information is only available at the matriculation level where 
parents are able to judge the performance of public and private schools based on 
their results in the standard matriculation examination. Similar credible information 
on rating and performance-achievement standards for both private and public 
sector at primary and elementary levels needs to be made available publicly so 
that households and schools can make informed choices. 

47. The regulatory body for private schools should devise a transparent standard 
and rating mechanism at the district level and ensure availability of such 
information in collaboration with the education department through uniform, 
standard testing of all children in both private and public schools at key stages of 
schooling – at the completion of primary cycle (after class 5) and at the completion 
of elementary cycle (after class 8). Such a system of monitoring through 

                                                 
9 This is a DoE initiative designed as a public-private partnership for a more intensive use 
of school buildings through the operation of classes after school hours 
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dissemination of credible information on school quality may be linked to provision 
of incentives through Punjab Education Foundation in the form of loans /grants / 
public funding for training of private teachers / free textbook provision/ stipends for 
bright and needy children, etc. Another linkage where incentives can be 
incorporated is regarding registration and affiliation with the various Boards of 
Intermediate and Secondary Education. This measure will help improve the 
education market and will create incentives and pressures for sustainable 
improvement in both private and public schools. 

5.2  Punjab Education Foundation (PEF) 
48. A restructured Punjab Education Foundation is the best placed institution to 
incentivize improvements in private schools. The PEF was formed in 1991 to 
facilitate private sector education but with sub-optimal results. In order to re-vitalize 
this organization a new law has been passed by the Provincial Assembly. The new 
law aims at reducing bureaucratic control, ensuring more participation on the Board 
from the private sector (51%), stipulates that 70% of the funds lending is to be to 
the rural & poor areas and ensures more flexibility in decision making. The salient 
features of the new act are that the board of Punjab Education Foundation would 
have a majority of members from the private sector with the chairman elected from 
amongst them. The Chief Executive of the Foundation would also be hired through 
open advertisement at market level salary. Following the poverty alleviation policy, 
the Foundation would divert lending of the most of the funds to the rural and poor 
areas. A peer based monitoring and evaluation system has been proposed for the 
non-profit sector and can be replicated with modification for the education sector. 
The Foundation after restructuring is expected to perform the following functions: 
 

• Provide financial assistance for the establishment, expansion, improvement 
and management of educational institutions; 

• Provide incentives to students, teachers and educational institutions; 
• Promote public-private partnerships; 
• Provide technical assistance to educational institutions for testing policy 

interventions and innovative programmes for replication; 
• Rank private educational institutions based on educational standards; 
• Raise funds through donations, grants, contributions, subscriptions and the 

like; 
• Assist educational institutions in capacity building, including training of 

teachers. 

5.3  Technical Education and Vocational Training 
49. The provision of vocational training, technical education and commerce 
education has been consolidated in 1990 within the Technical Education and 
Vocational Training Authority (TEVTA). The authority has taken over polytechnics, 
commercial training institutes and colleges, technical and vocational centres, 
apprentices training centres. It today operates a total of 402 facilities. There are 
many areas of improvement in technical and vocational training. The streaming of 
students into vocational training and technical education does not take place until 
he/she has completed at least 8 grades in schools. Since the opportunity to 
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complete secondary schooling is limited, students at this stage should be 
counseled to adopt the vocational training and technical education route as a 
viable alternative to complete their education. Intake should be permitted to all 
irrespective of educational attainment as skill acquisition is not limited to the 
former. The traditional “ustad-shagird” relationship throughout the spectrum of the 
service and maintenance sector is a living example of this tenet. Linked to this is 
the relevance of the training provided. A detailed examination of the courses 
offered, their curricula and syllabi would be in order. Market relevance could also 
be established through the creation of links with industry. TEVTA should look into 
the possibility of attempting to have each centre sponsored by one or a group of 
industrial house(s) and thereby arrange for students to intern there or acquire 
practical experience through a programme of post-qualification internship of one or 
more years. Both the industry and the students would benefit and TEVTA would be 
able to continually upgrade the contents of the programme offered. A large number 
of private sector vocational and technical training institutes have mushroomed and 
need to be supported. 
 
50. A fairly large proportion of the children are unable to complete their education 
to the secondary school level. In the past they were able to get jobs as apprentices 
or after they gained skills at the technical education or vocational training centres. 
However, the composition of skills now in demand is substantially different. The 
public sector training institutes have not changed the training skill set they are 
providing, except for the introduction of IT and management courses. Owing to 
changes in the market-place, there is a need for the Vocational Training and 
Technical Education Centres to take on a more pro-active role and interact with 
industry to design and offer training programmes of relevance to and useful for 
today’s industries and services sectors. They also need to refurbish their training 
facilities and equip them with the latest machines and arrange for their trainers to 
be retrained in modern day practices. The DoE could also consider providing an 
avenue for early withdrawal from the schooling system and transferring out to 
vocational and technical training. This would require that both the DoE and TEVTA 
introduce changes in the system, particularly in the realm of the syllabi and 
curricula offered. For instance, the DoE would need to introduce vocational and 
technical training of a rudimentary nature to prepare students and parents to adopt 
this route, and TEVTA would need to introduce training for students with a lower 
level of schooling than is currently required. It is also necessary to link the 
employment prospects of skilled persons to formal certification in vocational and 
technical training. This will improve the skill set of the labour market and force the 
existing lot of skilled persons (plumbers, fitters, masons etc.) to go mainstream and 
get some level of training and education, whether part time or full time. 

6. RESOURCES 
51. Estimates of future resource availability are available only from the Finance 
Department (FD) who has prepared this within the rubric of the Medium Term 
Budgetary Framework (MTBF). An examination of the MTBF prepared by the 
Finance Department reveals that the Education Sector has been allocated a sum 
of Rs.288.7 billion. Starting with a revised estimate of Rs. 54.7 billion for the 
current year (2004/05), this is expected to grow at 17.1 percent annually to reach a 
sum of Rs. 87.9 billion in the final year. This, however, does not include the 

 40 



resources available through the Punjab Education Sector Reforms Programme, the 
federal Education Sector Reforms Action Plan, Devolved Social Services 
Programme, and other programmes or projects funded by the international and bi-
lateral aid agencies. Moreover for a holistic picture of the resource availability to 
the whole sector, we also need to include the funding for vocational and technical 
training (TEVTA), the funding for special education and for literacy and non-formal 
education. This summation indicates that there are considerable resources 
available for the sector now and the challenge at present is to make optimal 
utilization of these resources through appropriately conceived and effectively 
implemented programmes and through creation of synergies among these various 
public agencies. 
 
52. Given the sector’s poor performance under the SAP, there are serious doubts 
whether the devolved governments will be able to spend this money cost 
effectively. There is, therefore, a need to ensure that these additional resources 
are transferred to the district governments through a performance based grant 
mechanism. To ensure an improvement in the overall quality of education 
provided, and also to reduce gender disparities and access by the poor, one would 
like to see the ratio of salary to non-salary budget increase in real terms and that 
all future increases are devoted to improving the quality of the service through 
means other than salary inputs. This, however, does not imply that salaries should 
not be increased. There may well be a case for revising salaries, but, in this event 
these should be linked to performance and track record. In other words, a 
performance based incentive mechanism, rather than an across-the board general 
salary increase, may be more productive in improving the quality of education 
offered. 
 
53. Included in this resource pool is the money available from the districts also. 
Mining the district budgets and Annual Development Plans reveals that the sum 
total of allocations for the current fiscal year (2004/05) by them is Rs. 36.60 billion 
of which Rs 2.196 billion has been allocated for development purposes. Of the Rs 
34.41 billion allocated for current expenditure the bulk (Rs 31.87 billion) has been 
reserved for salaries and allowances to staff and the remaining Rs. 2.54 billion for 
meeting all other requirements. 
 
54. As a part of this exercise, a detailed costing and planning model was 
developed for the education sector (Annex III). This shows the actual current and 
development costs going into education sector from the provincial and district 
governments at present, the present and projected enrolment figures for the next 
ten years for achieving the target of universal enrolment, the projected current and 
development costs required in future and the calculations of unit costs per primary 
student. In the current year, district governments have allocated a combined 
amount of Rs. 22,870 million in their Budget Estimates for 2004-05. The enrolment 
in public sector schools as per October 2004 census conducted under the PESRP 
is 7,216,218 students. This means that the district governments are spending an 
amount of Rs. 3,169 per student in the primary sector. If we add the PESRP 
allocations and the development budgets, we come up with a figure of Rs. 4,659 
per student per year expenditure in the primary sector in Punjab. 
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7. SUGGESTED STRATEGY & ACTION PLAN 
55. A suggested Vision for the sector is ‘enhancing the output of an educated 
person capable of competing for work in the domestic and international 
marketplace’. A suggested mission of the sector is ‘to provide a quality of 
education which prepares the student for responding to the needs of the domestic 
and international markets and which is comparable to some of the best in the 
world’. The objectives of the sector would be manifold and specific to each level 
and type of education. These would be universal literacy by 2015 for literacy. For 
School Education, it would be full enrolment of all children in the age group 5 to 15 
years and provided with an education capable of meeting the needs of the market, 
thereby helping reduce poverty. Higher Secondary Education should be available 
to only the capable and meritorious children capable of meeting the needs of the 
market and preparing them for further education in the vocational, technical, 
professional and tertiary arenas. Tertiary and professional education should ideally 
be available to any one desirous of attaining this level of education and 
demonstrating both merit and capability while vocational training and technical 
education  should be available to any one desirous of attaining this level of 
education and demonstrating both merit and capability. 

7.1  Action Plan 
56. At the primary stage of education, there is no further need for expanding the 
coverage by providing public schools. What is required is consolidation and 
rationalization of schools. This can best be achieved by introducing co-education in 
the schools (unless a specific community need is voiced), and merging schools 
together where either the number of students or the availability of teachers poses a 
challenge to its social feasibility, and the introduction of full-time education (initially 
as a pilot in some schools in urban areas) to ensure a well rounded education 
which includes mandatory participation in extra-curricular activities. Further with the 
private sector expanding even in rural areas, a detailed study needs to be 
undertaken to establish whether the intervention of the public sector would be 
feasible. More value for money would be achieved through consolidation and 
improving the quality of education at all levels. The first steps to achieving an 
improvement in the education sector’s environment would be: 
 

 Establishment of new standards for school infrastructure, facilities and staff 
to reflect quality considerations and conducting a fresh survey of all schools 
for benchmarking and better planning. 

 Introduction of co-education at the primary level, unless there is a specific 
need that warrants otherwise, should be a long term goal. The private 
sector has demonstrated the social acceptability of this irrespective of the 
social standing, income or wealth of the parents. This could be 
implemented through a merger of girls and boys schools at primary level. 

 improving the access of girls to schools at all levels through the introduction 
of incentive systems such as food-for-education 

 improving the retention rates of students from class 1 to class X by 
revitalizing the curricula and by making these more relevant to current days 
and by introducing the basics of vocational training to provide an early exit 
to vocational training or technical education on a full time basis 
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 Discouraging drop outs in schools by provision of a child-friendly 
environment through banning corporal punishment, rationalizing excessive 
subjects text books and work loads. 

 improving the skills of teachers away from rote learning to student centred 
learning and adopting a district-based and cluster-centred system of 
continuous professional development of teachers along with incentives and 
accountability for improving the quality of education.. 

 the development, testing and production of text books should be improved 
by involvement of outside expertise and by introducing greater diversity and 
competition and the process should be better regulated by the DoE, 

 establishing public sector’s regulatory, monitoring and standardization 
framework for private provision of education in a non-intrusive manner with 
minimal interference and with emphasis on provision of information to 
households and other players enabling them to make informed choices 
related to education, 

 the province establishing standards, monitoring performance and regulating 
both the private and the devolved public sector establishments, 

 tasking the revamped the Punjab Education Foundation to encourage 
greater participation and upgrading of private sector, to explore and 
encourage public private partnerships and to finance pilot test innovative 
policy interventions like encouraging competition and school choice through 
school vouchers and other means. 

 Finalizing the system of education management and implementing it in the 
whole province and across the different tiers of educational institutions. 

 Conversion of mosque schools into regular schools and up-gradation of all 
Middle Schools to High Schools level. 

 Mainstreaming of old municipal schools under urban disadvantaged areas 
improvement program. 

 Creation of clusters for better school management and teacher training and 
establishment of infrastructure for creation of school districts concept. 

 improvements to be made to the existing education testing service to 
ensure a uniformity in the output from the education sector and to evaluate 
teacher skills, 

7.2  The Mechanisms and the Agencies 
57. A genuine education reform requires above all political will as reform 
challenges the entire framework of patronage system and requires an overhaul of 
current thinking within the department away from control to facilitation and 
regulation without intrusion. The revision and modernization of the syllabi and 
curricula should be initiated only after a detailed and independent evaluation of the 
current contents. Recent studies have examined the curricula and textbooks in 
several subjects ranging from languages and humanities to sciences and have 
found them wanting in a number of ways and include mis-statements, inaccuracies 
and out-dated notions. This clearly indicates the need for urgent remedy. This 
should also be accompanied by an evaluation of the total burden of education in 
each class, particularly at the primary level. Non-state players (private sector and 
not-for-profit sector) should be involved in the design, testing and production of text 
books. To encourage a wider participation a panel of well known educators from 
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each subject specialty should be appointed as judges to select one or more books 
as text books and reference readings. Since a majority of private schools utilized 
public sector textbooks, it is vital that the quality of public sector textbooks be 
improved. 
 
58. To ensure the effective regulation of educational establishments, and to ensure 
adherence to minimum standards, the provincial government should establish the 
framework and modalities of such regulations and standards. The provincial 
government should use the National Education Testing Service to standardize the 
entry requirements to Higher Secondary and Tertiary educational establishments 
and to verify the skills attained by teachers at various levels. 
 
59. The relationship between the provincial government and district governments 
ought to change in favour of greater decentralization of functions, staff and 
resources and the establishment of new performance-based relationships 
incentivized through the general and conditional grant mechanism and by a 
transparent regulatory and monitoring framework. The provincial government 
should encourage the district governments to implement necessary changes by 
providing them with an incentive for a limited time during which the change should 
be implemented. It should retain only the functions relating to the enunciation of 
policy, the establishment of standards, regulatory and monitoring frameworks, the 
enactment of laws to encourage private sector participation, the oversight of 
curricula and syllabi revision and the production of textbooks. The consolidation 
and rationalization of schools are within the purview of the district governments 
after devolution. 
 
60. The district education offices at present are not equipped to undertake district 
level planning of education service delivery by utilizing district data from MICS and 
EMIS. This capacity for evidence-based planning needs to be upgraded at the 
district level and, given current constraints, the province has to play a lead role in 
this capacity building. Moreover the structure of the district education office needs 
to be reorganized from gender/facility wide classification (male/ female primary, 
secondary, colleges) to one based on functional specialization (human resource 
management, monitoring and evaluation, student assessment etc.). Again the 
province has to take a lead in this reorganization. 
 
61. Meanwhile education department needs to focus on developing the necessary 
linkages between primary and middle level education. This can be achieved 
through up-gradation of schools from primary to middle and higher secondary level. 
Moreover mosque schools catering for the first three years of schooling need to be 
merged into mainstream educational institutions. This can be done through 
detachment of such schools from mosques and through establishment of dedicated 
primary schools and creation of necessary infrastructure. There is also a need for 
rationalization of the remaining schools. The department needs to ultimately move 
towards a three-tiered schooling system (primary tier for classes 1-5, elementary 
tier for classes 6-8, and higher secondary tier for classes 9-12).  
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8. LITERACY SECTOR. 
8.1 Overview 
62. The 1973 constitution enjoins upon the state to eradicate illiteracy and provide 
universal compulsory free education up to secondary level within minimum 
possible period. As a signatory of World Declaration on “Education for All” 
Pakistan is committed to reduce adult illiteracy by 50% of the existing illiteracy rate. 
This commitment has been reaffirmed by Pakistan at various national and 
international fora. However past literacy and non-formal basic education initiatives 
have had a limited success. These included Village AID Programme (1953); 
Literacy Programme under Basic Democracies (1964-69); Experimental Pilot 
Projects (1977-78); Iqra Pilot Programme (1987); Nai Roshni Schools (1987–89) 
and Quranic Literacy Project (1992–94); Crash Literacy programme (summer 
vacations of 1998); and Crash Literacy Programme-II (Nov. 1998 – Feb. 1999). All 
these efforts have not been able to make any visible difference because of lack of 
a workable strategy, lack of political commitment and emphasis on stand alone 
project approach and absence of follow up and backup. 

63. Today Punjab is confronted with a formidable task of educating about 38 million 
illiterates of age group 10+ and arranging educational facilities for the dropouts, 
left-outs of age group (5-14) years and also of ensuring 100% 
participation/enrolment by introducing an Early Childhood Education concept 
through joyful learning. Statistics show that an average district in Punjab faces the 
challenge of educating about 1.2 million illiterates of age group 10+ years, 50% 
dropout in the age groups (5-14) at primary level and 60% un-admitted children of 
age group (3-5). The current status shows alarming figures: 

Age Group Population (in millions) Out of School / Illiterates (m) 
 Total Male Female Total Male Female 

3-5   7.0   3.6   3.4 4.0   2.1   1.9 
5-9 11.2   5.8   5.4 4.5   2.0   2.8 

10 and above 51.0 26.9 24.1 27.7 11.5 16.2 
Source: Literacy Department, 2005. 

The latest trends in literacy rates are shown in the Multiple Indicators Cluster 
Survey (MICS) data set which shows a literacy rate of 52% in 15+ years adults 
and literacy rate of 54% in 10+ years adults. It also shows wide diversity in urban 
and rural outcomes. 

 
Indicator 

and Number 
Literacy Rate (percentage) Net Primary School 

Enrolment 
(percentage) 

 

 Adults – 15 
years + 

Age Group (10 
years +) 

 Boys  Girls  Total Net attendance 
rate 

Punjab 52 54 68 62 65 64 
Rural 42 47 64 56 60 59 
Major City 71 75 83 83 83 83 
Other Urban 63 67 78 77 78 77 
Source: MICS data set, P&D Department, 2004. 
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64. Literacy and Non-Formal Basic Education Department was created in August, 
2002 with the vision to eradicate illiteracy by adopting non-formal option of 
educating the people especially adults and children of most vulnerable and 
neglected groups of society. The carving out of Literacy Department from 
Education Department was meant to facilitate a targeted approach to tackling 
illiteracy through reliance on non-formal education, yet the departments need to 
work closely with each other for development of an integrated approach to literacy 
and education. Its basic aim is to provide second chance to the children to cover 
the backlog of formal stream of Education and it is focusing on areas like quality 
assurance in the Literacy and Non-Formal Education Sectors, material 
development and its upgrading / updating, teacher’s training (Pre-Service and in-
Service), Media campaigning, skill development, Monitoring and Evaluation. 

65. Quality education should be the ultimate target for all education sector 
initiatives but Pakistan being among the countries with low literacy rates, should 
also focus on imparting basic education to all in order to equip them with literacy 
skills. The basic learning needs as defined in the world declaration on “Education 
For All” at Jomtien (1990) cover knowledge, Skills, Attitudes and Values necessary 
for people to survive, to improve the quality of their lives and to continue life long 
learning. Poverty is the inability to access goods and services considered essential 
for survival and dignified life. This includes lack of basic necessities, lack of 
opportunities for social mobility, and lack of scope to avail civil rights. 

66 Literacy efforts should be planned and delivered in close collaboration with 
formal education, spreading and strengthening which should be the ultimate 
objective. There will however be a dire need to focus on literacy programmes in the 
short to medium term till such time that the full existing and future cohort of 
illiterates is trained and formal education system is geared to enroll and complete 
primary cycle of all children in the 5-9 years age group. Merely ensuring universal 
enrollment is not enough and other issues and rigidities in the formal education 
system also need to be effectively addressed. These include high drop out rates, 
the absence of child or learner friendly atmosphere and the limitations imposed by 
fixed timings and fixed age bracket. To overcome such limitations, literacy 
programmes are organized through bodies outside formal system based on 
volunteerism and oriented towards immediately useful skills. These are designed to 
provide a second chance to the out of school children to meet their educational and 
learning needs. The major intervention areas of non-formal education are early 
childhood education; primary education through to primary school-age children; 
literacy to all illiterates, particularly the poor from rural, remote and difficult areas; 
continuing education; and consolidation or improvement of skills. Non-Formal 
Education can enhance the ability of adults to live a better life. It has been 
observed that children and adults under gone through non-formal pattern of 
schooling can communicate smoothly in their own language, can read materials 
necessary for improving the quality of their daily life, can express the ideas in 
writing and able to share with others, demonstrate positively attitude towards 
solving their problems and contribute better in the socio-political activities around. 

67. Literacy efforts can facilitate eradicating poverty and empower individuals by 
developing their capacity to have a better control over their lives and surrounding 
environment. Well structured poverty sensitive Non-Formal Basic Education 
programmes including life and earning skills, may suit the situation of poor 
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countries like Pakistan. The Governments medium term objectives in the sector are 
to achieve 100% literacy rate through activating formal setup, covering its backlog 
by NFBE and launching poverty sensitive adult literacy programmes to: 

• Reduce Gender & Rural Urban Disparities. 
• Facilitate Community (NGO involvement). 
• Ensure access to basic Education by adopting NFE option linked   

with poverty alleviation strategy 
• Support initiatives of formal education towards achieving UPE by 

adopting NFBE option. 
• Integrate all basic education and literacy programmes with earning 

skills. 

68. Punjab has adopted a sensible approach of targeting illiteracy in collaboration 
with civil society and donor agencies. The Provincial Plan of action on “Education 
for All” (EFA) has been formulated. The priority areas are being focused. The 
content of literacy manuals is being reviewed to make it more functional and 
poverty sensitive. Functional literacy is primarily focused on strengthening capacity 
to solve day-to-day problems along with promotion of healthy attitudes, behavioral 
change and character building. The objective is to enable a learner should be able 
to speak more easily; read basic materials necessary for improvement of daily life; 
express ideas in basic writing and solve simple numerical calculations. The learner 
should develop confidence, dignity and the ability to identify individual or 
community problems, actively participate in their socio-economic and cultural 
activities. The learner should also be able to refine at least one skill for initiating a 
small business through obtaining resources and financial assistance and be able to 
market the product and be able to continue to enhance their knowledge and skills 
even after the completion of the functional literacy program. 
 

69. Poverty alleviation requires equipping the poor with skills and techniques to 
generate incomes. Such skills may include needlework / embroidery, harvesting 
work, vegetable growing, poultry keeping / farming, electric work and welding etc. 
These skills need to be instructed in skill training centres. Marketing of the 
products, manufactured in these centers will properly be displayed at district 
display galleries following the pattern of small industries display centres. Literacy 
and skill package for women may include skills/trades related to sewing and 
knitting, food preservation, silk screen printing, detergent powder production, and 
small business production. In an environment of low literacy rate and widespread 
poverty, it is essential to make provision for continuous learning of the neo-literates 
who undergo the NFE programmes. This requires an extensive institutionalized 
continuing education programme.  
 
70. Literacy promotion has been accorded some priority of late. The fact is evident 
from the initiation of visible efforts to achieve 100% literacy in the Province despite 
limited resources and enormous problems. Devolution of powers under Local 
Government Ordinance 2001, and reforms programme by the Provincial 
Government has laid a solid foundation to adopt poverty reduction strategies for 
achieving long term economic development, and poverty alleviation in the province. 
Some important achievements in the year 2002-03 and in the current year are 
given as under:- 
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8.2 Planned Strategy 
 

1. Completion of Literacy & Primary Education Project (UJALA) 
Project at the cost of Rs.115.08 million. 

180,000 learners of age group 10-20 years have been provided the basic 
literacy along with life learning skills, through this program, adult illiterates 90% 
rural women were able to read, write and problems solving along with 
functional life skills. 2000 centers were established in eight districts. One tehsil 
in each of the target districts was covered. Employment opportunities for 6088 
educated persons.  

2. Literacy and Vocational Education Project under Education 
Sector Reforms Programme.  

3224 Literacy & Vocational Education Centers were established in the province 
at cost of Rs. 93.76 million. 124 Centers were established in 26 districts 
including 129 centers in jails to provide basic literacy and income generating 
skills to enable the prisoners to become useful citizens. Due to the success of 
this project funds have been provided to district governments for continuation 
of above centers including eight other (Ujala) districts in the project area 
enhancing the number of centers to 4216. Under this scheme 100,000 learners 
of age group 15 & above are provided basic literacy skills for seven months 
and income generating skills / vocational training for five months. The Project 
has created employment opportunities for around 6000 local teachers and 
provided for their training in Non-Formal Education and life learning skills. 
Literacy material for both center & learner is provided free of cost. Capacity of 
NGOs working in Education & Literacy Sector is improved. The capacity of 
district government for execution of such project has been increased. 

3. Establishment of 4216 Adult Literacy Centers (124 in each 
district).  

These aim to provide Basic Education / Literacy Skills to illiterates along with 
useful life learning skills. The project began in 2003-04 and is continued. About 
100,000 adult illiterates of age-group 15+ will get benefit of literacy and will be 
equipped with useful life learning skills. About 4500 educated persons will get 
employment. 

4. Early Childhood Education Project. 
104 ECE Centers were opened in eight districts of the province at the cost of 
Rs.6.6 million providing Employment opportunities provided to 200 teachers 
and ‘ayahs’. In the first cycle, about 5000 children have been trained. The 
project has been continued in the current financial year. The next target is 
establishment 338 Early Childhood Education Centers for increasing retention / 
decreasing dropout through joyful learning. Funds of Rs.27.45 million have 
been provided under ADP 2003-04 and 2004-05. 13 centers in 26 Districts 
have been established. 

 

 

 

 48 



5 Model Districts for achieving 100% Literacy 
This project of literacy promotion is being implemented through federal, 
provincial and district funding in collaboration with Japan International 
Cooperation Agency, JICA with the financial sharing: 35% Federal, 37% 
Provincial, 20% District Government and 8% JICA. The project has been 
approved by ECNEC at a total cost of Rs. 981.374 million. Four districts, 
identified as Model Districts, are Khanewal, Khushab, D.G.Khan and M.B.Din. 
Need assessment, mapping and project development will occur in first phase 
followed by aunching of multi-sectoral campaign, Non-Formal Basic Education 
programme for out of school children and opening of Adult Literacy Centers 
liked with life learning skills for the adolescent youth / adults. 

6. Establishment of District and Provincial EFA Units 

34 district EFA units have been established and equipped for coordinating EFA 
activities at district level, preparing district plan of action on Education for All, 
and for acting as a local data source for district level planners, policy 
implementers and administrators. Provincial EFA unit is functioning under 
Literacy & NFBE Department with the support of UNESCO Islamabad for the 
preparation of Provincial EFA Plan. A formal setup of EFA Unit is being 
established by providing physical and human resources required for 
coordinating and implementing EFA activities at provincial and district level and 
for preparing Provincial Plan of Action and for acting as a data source for all 
level planners, policy makers, implementers and administrators. 
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ANNEXURE – I 
 

STATUS OF MDG TARGETS FOR PUNJAB 
 

Indicators 2005 
Baseline 

2008 PFIS 
Targets 

2011 
Perspective 

Plan 
Targets for 

Pakistan 

2015 MDG 
Target for 
Pakistan 

Net Primary Enrolment 
Ratio 

65% N.A 91% 100% 

Completion/survival rate 
to grade 5(%) 

N.A. N.A. N.A. 100% (All) 

Adult Literacy Rate (%) 51.5% 
(M:62 F:40 

N.A. 78% (M:88, 
F:67) 

88% (M:89, 
F:87) 

Gender Parity Index (GPI) 
for primary, secondary 
and tertiary education 

Primary: 
0.57 

Secondary: 

N.A. N.A. Primary: 
1.00 

Secondary: 
0.94 

Youth Literacy GPI 0.64 0.70   1.00 

Source: Multiple Indicators Cluster Survey data sets, Planning and 
Development Department, 2004;  
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1. HEALTH SECTOR OVERVIEW. 
1. Health is among the most important conditions of human life and a critical 
constituent of human capabilities. Health matters because it impacts on 
productivity and incomes of households. Expenditure on health can be 
burdensome. The economic, social and cultural costs of illness are enormous, 
especially for the poor. It has been known to push people into poverty, and deplete 
family resources. It could lead to malnourishment, low school enrolment and the 
long-term impact of illiteracy and ignorance10. “Health is an issue that can strike the 
poor very hard, causing them to fall deeper into poverty. A more preventative 
approach rather than just emphasizing treatment of illness will be essential to 
overcome rampant malnutrition among the poor in Pakistan”11. 
 
2. The outcomes of the health sector in the Punjab compared with Pakistan as a 
whole are shown in Table 1. Infant mortality rate for the Punjab was 77 per 
thousand live births substantially better than Pakistan’s average of 82. The under-
five mortality is very nearly the same. The extent of immunisation of one-year-olds 
is higher in the Punjab than in Pakistan (66 percent versus 57 percent respectively) 
as is the proportion of births attended by the Skilled Birth Attendants (SBAs). 
 

Table 1 : Comparison of Punjab with Pakistan on some Indicators of Health 
 

Pakistan Punjab Indicators Year # # 
Children under five years of age underweight for age % 2001/02 37.4 34 
Under-five mortality rate (per 1000 live births) **1998 113 112 
Infant mortality rate (per 1000 live births) **1998 82 77 
One-year olds immunised (%) 2001 57 66 
Births attended by skilled birth attendant (%) 2000 20 38 
Tuberculosis prevalence rate (per 100,000) 2000 415 500 
Population with sustainable access to an improved water 
source - Urban (%) 2000 95 95 
Population with sustainable access to an improved water 
source - Rural (%) 2000 87 91 
Population with sustainable access to improved sanitation 
- Urban (%) 2000 95 95 
Population with sustainable access to improved sanitation 
– Rural (%) 2000 43 43 
Note : ** 1998 Population Census Report Punjab Province 
Source : World Health Report 2004; WHO, Geneva  
Population Census Organisation; 2000; 1998 Population Census Report Punjab 
Province; Government of Pakistan Printing Press, Islamabad 
Bureau of Statistics, Government of the Punjab and United Nations Children Fund; 
2004; Punjab District-based Multiple Indicators Cluster Survey (MICS 2003) 
                                                 
10 World Bank 2004 
11 ADB 2003 
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3. Even though the sector on the average performs better than the country at large, 
nevertheless public sector health care services are not meeting the needs of the 
vulnerable segments of society: the poor, particularly their women and children, 
those employed in the informal sector and those who are unemployed. Many 
reports indicate that the public health sector is concentrating its investments into 
the secondary and tertiary health care institutions located largely in the bigger 
cities. This trend is alarming as it implies skewed priorities in a country where the 
benefits of economic growth may be disproportionately absorbed by the rich even 
though all the available evidence shows that the most optimal public investment in 
health care delivery is in primary health care. 
 

4. A healthy person is generally considered to be one who is free of disease and 
disability. A number of factors affect health outcomes. This implies that improving 
health outcomes requires interventions in a number of areas. In its own right 
nutrition is a key aspect of health. High fertility rates result in reducing the overall 
health of the mother. This weakness can result in increasing maternal mortality 
rates. Access to unsafe water increases the burden of waterborne diseases. This is 
particularly true for diarrhoea (one of the principal causes of death among 
children). Improper hygiene practices lead to an overall decline in the health status 
of families. This could also lead to maternal and infant mortality during child birth, 
or immediately thereafter. Thus the health sector encompasses the three elements; 
health, population and nutrition. Ideally these should be closely inter-linked with 
well developed mechanisms for co-ordination. 

2. CURRENT SITUATION 
5. The rise in poverty in Punjab, as in Pakistan, in the decade of nineties has grave 
implications for human development across the range of the social sectors. 
Examining the Health, Nutrition and Population Welfare sectors, a recent report12 
prepared for the Devolved Social Services Programme (DSSP) states: “The poor 
health status in Pakistan in general and Punjab province in specific is 
characterized by rural-urban-, income- and gender-based differentials. The sex 
ratio is 107 in urban and 105 in rural areas. The infant mortality rates are 88 per 
1,000 live births in rural areas compared to 65 in urban areas. In urban areas, the 
gender differentials in infant mortality are significant: female infant mortality rate is 
70 deaths per 1,000 live births compared to 60 deaths per 1,000 live births in male 
children. The infant mortality rates are higher in children of illiterate women: 89 
deaths per 1,000 live births in illiterate women compared to 49 in children of 
mothers who had more than 10 years of schooling. The overall level of complete 
childhood immunization is 53% in Pakistan, while the Punjab province has done 
better at 57%. The income-based differentials in childhood immunization are 
significant. In Punjab province, the coverage rates are 50% less in the poorest 
quintile compared to the richest quintile.  Malnutrition is a major contributor to infant 
and maternal deaths. Almost 40% of the burden of disease (BoD) is related to 
communicable diseases, 12% to reproductive health problems and 6% to 
nutritional deficiencies. Punjab province appears to be in an early stage of 

                                                 
12 SoSec 2004 
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epidemiological transition, where preventable or readily treatable diseases 
primarily affecting young children and women, account for a dominant share of 
morbidity and premature mortality”. 
 
Coverage, Access, Outcomes 
6. Punjab has the largest infrastructure in the health sector in Pakistan. Health care 
delivery system in Punjab is a three-tier system, divided into primary, secondary 
and tertiary levels. The primary health care facility network comprising of Basic 
Health Units and Rural Health Centers spreads from the smallest administrative 
unit, the union council to the Markaz level. Tehsil and District headquarter hospitals 
form the secondary level and cater for basic specialties, inpatient and diagnostic 
facilities. A tertiary level includes the hospitals attached to the medical colleges, all 
in big cities providing general and highly specialized services. In public sector 
alone there are more than 5000 health facilities ranging from primary health care 
level to tertiary level, which includes 196 hospitals, 1409 dispensaries, 294 RHCs, 
2427 BHUs, 48 TB centers, 570 Sub-health centers and 475 MCHCs (Bureau of 
Statistics, Govt. of the Punjab 2003; Punjab Development Statistics 2003; 
Government Printing Press; Lahore). In the private sector there are 65 hospitals 
and 46 dispensaries providing services in the province. Department of Health 
employs nearly 150,000 personnel including more than 15,000 highly skilled 
doctors. There is one Basic Health Unit in each Union Council and a Rural Health 
Centre in each Markaz. Each Tehsil and District headquarter has a hospital 
capable of treating the bulk of medical and surgical needs and also capable of 
dealing with emergency health care services. In the larger towns, the public health 
care system also has a network of specialist clinics and teaching hospitals. 

7. Services are provided by a range of professionals or quasi-professionals ranging 
from quacks, dispensers, chemists and faith healers to specialist consultants. 
Alternative medicine is provided through traditional and trained hakims, and 
homeopaths. The role of health technicians is especially important in rural and 
remote areas as they provide services like diagnosis of basic illnesses, providing 
basic medication and giving advice on cases needing referral services. In the 
preparatory work for developing the Devolved Social Services Sector Development 
Programme (DSSP) usage of health care facilities in the Punjab has been 
analysed. The report13 states: 
 

“Utilization of public sector health services is low. At BHU, the average 
daily attendance is 22 patients including weekly two clients for family 
planning (FP) services and three antenatal check-ups. At RHC, there are 
three FP clients and seven antenatal check-ups per week [and] daily 
attendance of 69 patients. In THQ hospitals, the outpatient services are 
well attended, but utilization of beds and reproductive health services 
generally remains low. The low utilization of services is because of 
inappropriate staff and skill mix, short working hours, absenteeism, and 
many vacant posts in less affluent areas. 

                                                 
13 SoSec 2004 
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While 82% of children suffering from diarrhea are taken for consultation in 
Pakistan, in Punjab province it was 86%. However, only 44% of children 
with diarrhea were given oral re-hydration therapy (ORS) in Punjab 
province compared to 54% in Pakistan as a whole. In urban areas, only 
18% of children were seen in government hospitals/dispensaries, while in 
rural areas it was 21%. Proximity to private health provider and lack of 
government facility in the village and staff helpfulness were two of the main 
reasons for children with diarrhea seeking private providers.  
 
Only 40% of women in Punjab visited health facility for pre-natal 
consultation compared to 35% in Pakistan. Of them, 42% visited 
government hospital or clinic. Only 31% of women in rural areas have pre-
natal consultations compared to 64% in urban areas of Punjab. Only 43% of 
pregnant women receive one tetanus injection, compared to 38% in 
Pakistan. Here again, the percentage of rural women who get one shot of 
tetanus injection is 37% compared to 63% in urban areas. Only 20% of 
pregnant women delivered in institutions, of which 12% in private facilities 
and 8% in government facilities. In rural areas, the percentage of 
institutional delivery is only 13% compared to 44% in urban areas. The 
Pakistan Integrated Household Survey, 2001 conducted government health 
facility survey and found that 21% facilities do not have female staff; 64% 
of facilities charge a general fees, which is on average rupees 61; 72% of 
facilities have electricity; 75% have ORS; 46% have contraceptives, 60% 
have vaccines; and 84% have anti-malarial drugs”. 
 

Table 2: Outcomes of the Health Sector 
 

Indicator Pakistan Punjab Urbana Rural 
Maternal Mortality Rates (per 100,000 
live births) 

533 260-300   

Antenatal care by skilled health 
worker (%) 

 43 53-72 37 

Delivery assisted by Skilled Birth 
Attendant (%) 

23 38 67-47 31 

Knowledge of contraception (%)  77 89-83 71 
IMR (per 1,000 live births) 85 77 55-74 82 
U5MR   112 75-107 119 
Underweight Prevalence under-5s (%) 15 34 35-35 29 
BCG Scarb (%) 27 81 (87) 87-86 79 
Visit by a Lady Health Worker (%)  35 18-41 38 
 
Notes: a: Reported as Major City and Other Urban b: as a verifiable proxy for full 
immunisation. Figure in parenthesis is  result of BCG immunisation reported in the EPI 
coverage survey  2001 
Source : UNDP – Centre for Research on Poverty Reduction and Income Distribution; 
2003; Pakistan Human Condition Report 2003, Islamabad; Bureau of Statistics, 
Government of the Punjab and UNICEF; 2004; Punjab District-based Multiple 
Indicators Cluster Survey (MICS 2003); Lahore 
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8. The results of the MICS, summarised in Table 2, show the extent of preventive 
care provided. The Maternal Mortality Rate of 260-300 for the Punjab compares 
very favourably with the result reported in the Pakistan Reproductive Health Family 
Planning Survey 2001 (PRHFPS) of an average of 533 for Pakistan14. Punjab’s 
performance in the health sector appears to be much better than that for Pakistan 
as a whole, except in the greater prevalence of malnourishment in under-5 children 
(34% in the Punjab compared with 15% in the country). 
 
Spatial Distribution and Service Levels 
9. Public sector provision of health care services is through a number of agencies. 
The federally funded vertical programmes predominate over the preventive 
medicine arena and work in collaboration with the staff available at the primary 
health care centres operated by the DoH. The DoH predominates as the principal 
supplier at the primary and secondary level. The province is fairly well covered by 
the network of public health care facilities. Despite this massive investment in 
health infrastructure, quality medical services are available only in big cities and 
small town and lacking at Union Council level (i.e. BHUs). Access to heath facilities 
in the rural areas in Punjab is just 3% for govt. hospitals, 4% for RHCs, 18% for 
BHUs as compared to 41% of hakim/homeopath (Federal Bureau of Statistics, 
2004; PIHS 2001-2; Government of Pakistan, Islamabad). The highest accessibility 
exists regarding LHWs in the rural areas. Doctors and even paramedics are 
reluctant to go to far flung areas where environment is not conducive as regards 
basic amenities and security, especially for female staff, lack of monetary incentive 
and lack of educational facilities for their children. Absenteeism of medical staff at 
these health outlets is the main hindrance in the utilization by the community. 
 
10. Hakims and homoeopaths are currently being employed at the DHQs, THQs 
and at the RHCs. However, a number of vacancies, owing to attrition, remain 
unfilled due to the current ban on employment. The advantages of employing them 
are manifold: one, the treatment offered is cheaper; two, they are willing to serve in 
remote places; three, there appears to be scattered evidence of any side effects as 
a consequence of their treatment; and four, there is little evidence that they attract 
patients to their private practice, if any. Having accepted them as medical 
practitioners, there is a need to examine their usefulness if they were to be 
employed more effectively in the public health sector. 
 
11. The private sector plays a pivotal role in the provision of health care from GP 
practice to the community based doctor, the private MCH and hospitals catering to 
the more well off in society and the specialist clinics and teaching hospitals. In 
addition philanthropy plays a pivotal role in improving the facilities available within 
public sector hospitals. Alternative medicine is available through the large network 
of hakims, homoeopaths, and other forms of medical service providers. A number 
of non-profit organisations enter into a contractual relationship with government, 
                                                 
14 as reported in the Pakistan Human Condition Report 2003 
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particularly for the delivery of federally driven vertical programmes in the Health, 
Population and Nutrition arena. These in turn work with community based 
organisations for actual delivery. 
 
12. In Punjab a number of public-private partnerships in health care exist. These 
range from the implementation of the family planning programme to the operation 
of health care facilities such as the BHUs, RHCs and DHQs. One such example is 
the Rahim Yar Khan experiment being undertaken by the Punjab Rural Support 
Programme. Preliminary results show a major increase in utilization of BHUs in 
Rahim Yar Khan but there is a need to undertake an independent validation of the 
results. It is currently either being replicated or is being considered for replication in 
a number of districts. Similarly, several successful experiments of partnership in 
the health arena are the taking over of the management of government hospitals 
by the private sector. One such experiment is the Mansehra DHQ Hospital. 
 

3. ISSUES AND CONCERNS 
13. Service providers in the sector enjoy a position where their highly demanded 
skill sets can be used to augment incomes substantially. This, therefore, creates a 
situation where issues of governance become critical (World Bank 2004). Besides 
governance issues, other issues affecting the sector’s performance relate to 
institutions, quality of health care provided and health care financing. These 
especially have an impact on the poorer segments of society. 

3.1 Governance 
14. A number of studies and reports (SoSec 2004, Cyan 2004, SPDC 1997, 1999, 
2000, Wilkinson forthcoming, Hooper and Hamid forthcoming) have all indicated 
that perhaps the most burning issues in the governance arena are 

a) dichotomous relationships in reporting have sprung forth following 
devolution of the health sector with service delivery being district 
responsibility and staff, resources remaining with the province, thereby 
largely undermining the service delivery improvement promise of 
devolution. 

b) accountability of, and the inability of the system to take remedial action 
against, all health care personnel regarding absenteeism, negligence etc. 

c) data and research: the wealth of data which exists within the records of 
the system is not easily accessible or in usable form. This makes it 
unavailable, either for management purposes, or for independent 
monitoring of performance. The Health Management Information System 
exists, but is not used either for resource allocation or for health care 
management. Moreover the system does not facilitate research into public 
health issues. 

d) health human resource: availability appears to be skewed. The province 
has an oversupply of doctors: 62 physicians per 100,000 people compared 
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to 37 physicians per 100,000 people for South Asia. This availability is in 
fact more than the average for the world (58 per 100,000 people). Further 
the doctor to nurse ratio is 1.5:1 whereas this should be substantially lesser 
than 1 

e) location: locational disadvantages (poor access, physical condition of 
building, accommodation and other services) have a large contribution in 
health facilities remaining understaffed and under-utilised. 

f) shortage of female doctors/staff: particularly in rural and the squatter 
settlements in small towns. About two-thirds of enrolments in medical 
colleges currently are women.  A large proportion of these do not practice 
ab initio. Yet others take time off for raising a family. For social and cultural 
reasons, most women doctors will not serve in the rural areas. A recent 
study15 has found that most women acquire a degree in medicine to 
improve their qualifications for marriage, thereby reflecting a “perverse 
incentive” for higher education that does not benefit Pakistani society as a 
whole” 

g) absenteeism of health care personnel results in a denial of service to the 
rural and the urban poor. Even in the larger cities, the pre-emption of 
service by the elite and well off is detrimental to the poor. This becomes 
even more iniquitous as the persons pre-empting the services can afford to 
pay for the services provided by private practitioners 

h) the rate of utilisation of basic health care services is very low. 

3.2 Institutional 
15. The health sector also has a number of issues which, while within the 
governance arena, merit special attention as they relate to the form of the sector 
itself and span both the public and private segments of the sector. These are 

a) the need for a holistic vision in planning for the growth of public health 
care services, human resources and facilities. This primarily is related to 
the traditional narrow role assumed by DoH as being responsible only for 
public sector health facilities and not for the sector as a whole. 

b) the shortage of professionally qualified health care service managers 
and planners results in doctors being assigned to perform these 
functions. This is a misuse of scarce resources and results in poor 
management and planning of functions ranging from expansion of services 
and infrastructure to the changes needed for improving health care 
facilities and services 

c) part-time service of health care providers in the form of partial availability 
of staff during fixed hours which results in the denial of access to services. 
This is particularly so at the primary level institutions and more so in the 
rural areas 

                                                 
15 Sadiq 2004 

 61 



d) under-coverage: Health care infrastructure has not been expanding in the 
urban areas synchronous to the widening spatial extension in the urban 
sprawl. 

e) inappropriate staffing: The BHUs were designed to operate with 
paramedical staff and medical technicians. Today they are staffed with 
doctors whose absentee rates are very high. Moreover in the hospitals, 
the ratio of nurse to doctors is skewed and is not consistent with the level 
of treatment required. There is severe shortage of nurses and paramedics. 
What paramedics are available, are not trained to the level needed. 

3.3 Quality 
16. The quality of health care is impacted by a host of factors. The most important 
ones relate to the physical environment where patients are treated and the 
quantum and quality of inputs (health care provider, medicines, equipment) which 
are needed for maximising the benefits from health care. The shortage of qualified 
personnel, especially of nurses and health technicians, at all levels contributes to 
poor standard of quality. Also there are no standards against which performance 
may be measured or of any quality assurance mechanisms. For instance, there are 
no minimum service and treatment packages which could ensure the availability of 
a standard of service which is comparable across locations and across levels of 
health care. The quality of health care is also impacted on by the relevance of the 
training given to health care professionals and practitioners, which is biased 
towards use of sophisticated diagnostic and testing facilities which are not 
available in rural areas. 
 
17. Within the environmental arena, the first concern is the location of facilities and 
the physical infrastructure they provide. Most BHUs are located on land which is 
either identified or donated by the village where it is to be located. Where the land 
is not paid for, the DoH has no choice but to accept whatever piece of land is 
gifted. At times, this is located in wasteland which is not easily accessible by the 
villagers themselves. In the larger facilities, the environment created is not 
designed for low maintenance. Some buildings are even dangerous and if not 
attended to could lead to major disasters. The second concern is with respect to 
the availability of equipment, medication, supplies and corollary infrastructure. For 
instance, BHUs do not have accommodation for doctors. A fairly large proportion of 
basic health care units do not have the equipment, etc specified, or these require 
major repairs or even replacements, in some instances. Appropriate medicines are 
not available in sufficient quantity and when needed most. 
 
18. Another major issue in the bulk of the public sector health care facilities is the 
equipment available. The general complaint is the non-availability of facilities and 
equipment owing to breakdown, disrepair or being out-of-date. This is mostly 
because either there are no operating manuals or, if available, these are not 
followed by health technicians. Specialists in tertiary hospitals voice an almost 
insatiable demand for very costly and state of the art equipment, such as MRIs and 
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CT Scans, without adequate justification. Much of this equipment is either under-
utilized or supports private practice. There is a need to design and implement 
systems where such equipment is used more efficiently through a sharing 
mechanism and the resources saved are transferred to the improvement of 
facilities and services at primary health care centres. 
 
19. Lack of qualified health care professionals at all levels is also a source of major 
concern. From the perspective of the poor, the most critical issue is shortage and 
absenteeism of nurses and paramedics. This is more visible in the rural areas. 
Overall the health system is biased towards tertiary and urban health care. The low 
level of funding in the late 1990s, especially for the non-salary budget, led to 
further deterioration in the quality of social services. While the poor are the bulk of 
those who use the public health care facilities, there is no mechanism to ensure 
that set standards and procedures are followed. These are necessary to ensure 
that the same level of attention is paid for any particular incident irrespective of the 
facility that is used and to ensure that the state is bound to supply a minimum 
package of services. This would also help in ensuring that the relevant medication 
and supplies are available immediately on demand. 

3.4 Funding and Resources 
20. Reviews of the Social Action Programme (SAP)16 have indicated that the link 
between increased funding and better health outcomes did exist in the health care 
system in the Punjab. Public sector health services are inequitably distributed and 
inadequately funded with consequent adverse impact on quality and access. 
Shortage of funding is reflected in poorly staffed and financed health facilities in 
rural and hard-to-reach areas. Staff has no incentives to serve in remote areas 
where most of the poor and vulnerable groups reside. Furthermore, service 
provisions are not aligned with local needs as is reflected by low utilisation rates, 
particularly by poor, women and children17. The health sector has a shortage of 
female staff. 
 
21. There is a need to search for alternative methods of improving access and 
quality of services to rural areas and the vulnerable populations, especially women 
and children. Some options include setting differential pay packages to attract staff 
to work in remote areas, developing a cadre of village-based midwives who work 
on self-employment, contracting out management of health facilities to private 
sector and NGOs, and encouraging CCBs, CBOs and user committees to invest in 
and manage the services. Health care financing and implementing effective health 
insurance for the poor is another priority area. One of the options could be state 
provision of critical disease cover or minimal health insurance for the poor and 
vulnerable groups. 

                                                 
16 SPDC 1997, 1998, 2000; SoSec 2004 
17 For health sector based on HMIS 2003 data, the number of deliveries conducted and child patients 
attended are far few at BHUs and RHCs. Similarly  65% of children of 5th quintile in urban areas are 
fully immunized compared with 21% children of 1st quintile in rural areas  
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22. The financial resources available to the sector are through the current and 
development budgets of the federal, the provincial and the district governments. At 
the federal level these are in the form of expenditure on the federally driven 
programmes, such as EPI, Malaria Eradication, HIV/AIDS. The total amount 
available to the DoH has nearly doubled between 2002/03 and 2004/05 from Rs. 
5.6 billion to Rs 11.0 billion. Another resource avenue for the sector is the money 
spent by the District Governments. In the current fiscal year (2004/05) the 34 
districts’ budget allocated a total of Rs. 6,352.179 million (inclusive of development 
plans) for the sector. Of this amount the districts expect that only Rs. 11.102 million 
will be spent for development of the sector. Combining the provincial allocations 
with the allocations by the districts, the total allocations for the health sector were 
not less than Rs. 17.4 billion. The allocations for the current and development 
expenditures were of the order of Rs. 15.4 billion (88.5 %) and Rs 2 billion (11.5 %) 
respectively. 
 
23. Compared to this allocation, the Finance Department has estimated that the 
revised budget estimates of expenditure within its Medium Term Budgetary 
Framework for the sector (DoH plus District Governments) is of the order of Rs. 
20.1 billion. Of this the revised estimate for current expenditure are Rs 12.9 billion 
(63.7%) and for development of the sector is Rs 7.3 billion (36.3%). This enhanced 
funding raises serious doubts about the absorptive capacity of the DoH and the 
District Governments, even with an accelerated programme for upgrading facilities 
since the average historical ability to spend (for development purposes) has been 
less than 50 percent of allocations on the average over the last several years. If 
this absorption capacity holds true then, the sums allocated for the development of 
the sector in the medium-term in the Table 3 are far beyond their capacity to 
spend. 
 
 
 

TABLE 3 : MTBF Resource Allocation for the Health Sector 
                                                                                                  (Rs. in million) 

 
Revised 
Estimate 
2004/05 

Budget 
2005/06 

Budget 
2006/07 

Budget 
2007/08 

ACGR 
% 

Total 20,122.320  
       
25,680.268 

       
29,484.657 

       
33,903.442 18.99 

Current 
 
12,866.320  

       
14,796.268 

       
16,423.857 

       
18,230.482 12.32 

Development  7,256.000  
       
10,884.000 

       
13,060.800 

       
15,672.960 29.27 

 
Source: Department of Finance, Government of the Punjab; 2004; Medium 
Term Budgetary Framework; Lahore 
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4. CURRENT REFORMS AND PRIORITIES IN HEALTH 
SECTOR IN PUNJAB 
24. Department of Health is currently focusing on provision of emergency services 
in the Punjab. This would benefit all segments of society and especially the poor 
since they are often the major victims of emergencies and face more vulnerability 
and inequity in access to emergency services. Under the Strengthening 
Emergency Medical Services (SEMS) initiative, the emergency departments are 
being revamped with a goal of provision of free of cost emergency services 24 
hours a day. The initiative, costing Rs. 1.5 billion, initially covers 14 tertiary and 
teaching hospitals and would be expanded to cover all DHQ and THQ hospitals in 
the next phase. It would include provision of dedicated staff with 50% additional 
basic pay on specifically created posts, mandatory training of staff, and adoption of 
standard operating procedures and upgraded equipment/services. Moreover a pilot 
project named Punjab Emergency Ambulance Services (PEAS) has been 
launched in Lahore with dedicated and trained staff for emergency handling. The 
project will be expanded to other cities in Punjab subsequently. 
 
25. DoH is institutionalizing the process of Health Sector Reforms through 
establishment of Health Policy and Strategy Support Unit in order to adopt a 
holistic approach towards reforms. The Unit is expected to provide regular 
intellectual/analytical support to decision makers; to manage, coordinate and 
assimilate TA and research funds; to transform policy statements into 
implementation plans; and to provide continuity to interventions and policies. 
Meanwhile a Health Sector Reforms Programme has been launched with an 
initial thrust over two years into providing missing facilities for BHUs and RHCs at a 
cost of Rs. 6 billion. The programme will make additional funds available to the 
district governments for increased availability of medicines. It aims at adopting 
innovative means to facilitate presence of healthcare providers (doctors and 
paramedics). Finally a DFID / ADB funded $ 200 million programme named 
Punjab Devolved Social Services Programme has begun with primary focus on 
health. The programme has a substantial component of technical assistance ($ 25 
million) which the DoH plans to utilize mostly for building / sustaining capacity of 
district governments to plan, implement and evaluate social sector programmes. 
 
26. The DoH is putting emphasis on primary health care and preventive services in 
order to ensure targeted provision to health services to poor, women and children 
through legislative, regulatory amendments and the design and implementation of 
organizational and system modifications. The department is exploring the options 
of replacing/augmenting medics at the BHUs with a cadre of specially trained 
paramedics and launching of new cadres, including community midwives (Skilled 
Birth Attendants – SBAs). It is strengthening EPI through GAVI at a cost of Rs. 940 
million (2003-08). It is targeting vaccination for Hepatitis B for under-1 years and 
immunization activities for reduction of maternal and neonatal tetanus and on polio 
eradication campaigns for elimination of polio. It is also undertaking a number of 
donor assisted projects for control of infectious diseases and for mother and child 
health including 
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• Enhanced HIV/AIDS Control Project at a cost of Rs. 632 million (2003-08) 
• Malaria Control through Roll Back Malaria Strategy at a cost of Rs. 93 

million (2003-08) 
• TB Control through DOTS Strategy at Rs. 1026 million (2004-07) including 

JICA assistance 
• Women Health Project at a cost of Rs. 1260 million in 8 districts (2000-

2006) ADB, UNICEF 
• Reproductive Health Project at a cost of Rs. 240 million for 10 districts 

(2003-09) ADB 
• Mothers & Newborn Health (MNH) initiatives supported by DFID and 

USAID 
• Punjab Safe Motherhood Initiative: Rs.20 million (2004-06) UNICEF 

 
27. However major challenges remain in the attainment of adequate health status 
for the poor and new ones are emerging: a large number of preventable deaths 
continue to occur among women during childbirth, sexually transmitted infections 
and HIV/AIDS, malaria and TB are debilitating families and communities, and 
population growth and mortality of children under five remain a serious threat. Poor 
health contributes to declines in per capita income and productivity, ultimately 
undermining efforts to reduce poverty. The MMR is still in the range of 250-450 in 
the year 2005 against the five years plan target of 200 in the year 2003; IMR is 77 
in 2005 against the five years plan target of 40 in the year 2003. Life expectancy at 
65 years is as per target but is causing physical and social problems of old age life. 
Punjab should undertake a series of health reforms for improving delivery of health 
services at all levels with special emphasis on Primary Health Care (PHC) in order 
to meet the vision embraced in the MDGs. 
 
28. Issues of critical concern in the primary health care are shortage or non-
availability of staff, particularly doctors and more particularly female doctors, 
coupled to absenteeism. This is also an issue at secondary health care level as 
this is the first level of referral. In the absence of such staff the burden of care is 
transferred to the major hospitals located in the larger cities. Other issues are non-
availability of critical items, such as refrigerators (needed for maintaining the cold 
chain of vaccines, injections and medicines) and basic laboratory equipment 
(rendered useless for having outlived their useful life or requiring repairs); absence 
of equipment as they have either not been supplied initially or they have been out 
of order; shortage of medication etc. 
 
29. In order to improve service quality, it is essential to conduct need assessment 
survey of health facilities. This may lead to restructuring of facilities involving 
reshuffling of equipment and staff, improving hospital performance and shifting the 
boundaries between levels of care. The target should be improving the continuum 
of care, realizing savings through restructuring of hospitals and directing these 
savings towards primary health care. Issues of timings of the facility also need to 
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be revised in order to overcome the limitations of part time service provision. Root 
causes for absenteeism of the staff need to be explored and tackled wisely. Family 
Health at PHC needs to be introduced. Family Health card may be issued and one 
family may be registered with one physician/general practitioner. Any member of 
the family may be initially treated or referred by one’s own family physician. 
Improving the quality of services and strengthening quality improvement systems 
involves making substantial progress with accreditation systems, increasing role of 
professional associations, and meeting the challenge of evidence base medicine. It 
also involves improving the quality of health professionals through addressing over 
supply and skill mix imbalances e.g. public health, nursing, family practitioners, 
strengthening professional standards, and retraining. LHWs may be strengthened 
through involving community dais by providing training and compensating them 
through private practice. 
 
30. Linkages with the community are essential to promote services and to provide 
follow-up support for clients after their leaving the health facility. Improved 
collaboration among public and private sector including NGOs would help provide 
continuity of care and support structures for patients with chronic illnesses. 
Strengthening productive community involvement in health (CIH) is national health 
policy and turning this policy into feasible, appropriate, sustainable and effective 
action on the ground is still an ongoing challenge. 
 
31. At the system level, the district health system needs to be strengthened 
through capacity building and further devolution. The apparently low priority given 
to health financing in district budgets so far holds a scope for conditional grants as 
a mechanism for aligning provincial priorities with local autonomy. There is a need 
for clarifying and re-defining the roles of federal, provincial and district tiers in the 
health system. Provincial role may be geared toward policy making and planning. 
DGHS role may be strengthened through assigning the roles of technical 
supervision, coordination and quality control. DGHS, equipped with mobile 
pathology lab and a team of epidemiologists, can support the districts in combating 
epidemics or other emergencies. A provincial health management team can be 
constituted for liaising with the district health management teams. Verticality of the 
seven preventive programmes needs to be revised and a mechanism needs to be 
established for proper provincial input. 
 
32. The design of health services or programmes to address these challenges 
needs to be altered substantially due to the many changes in the management 
systems and the policy as a result of devolution process in recent years. In the face 
of severe financial and organizational constraints in all the social sectors, there is a 
dire need to move away from the implementation of narrowly directed health 
programmes to a broader approach of health sector reform that includes instituting 
new organizational and financing arrangements for health care, implementing 
sector-based rather than project-based donor funding, changing public and private 
roles and responsibilities, and promoting accountability in health system. 
Millennium Development Goals (MDGs) are commonly accepted as a framework 
for measuring development progress and encompass several pressing health 
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needs--reducing childhood mortality, improving maternal health and reducing the 
number of pregnancies, and combating HIV/AIDS, malaria, tuberculosis (TB), and 
other infectious diseases --as well as the crucial importance of gender equality in 
achieving these goals. 

33. Achieving MDGs related to health and gender in the context of health sector 
reforms requires an understanding of the linkages among them as well as new 
tools and strategies for applying this understanding. Three out of eight goals, eight 
of the 16 targets and 18 of the 48 indicators relate directly to health. Health is also 
an important contributor to several other goals. The significance of the MDGs lies 
in the linkages between them: they are a mutually reinforcing framework to improve 
overall human development. The MDGs provide a vision of development with 
health and education at the centre and focus on these outcomes that development 
should achieve: 

• Fewer women dying in childbirth;  
• More children surviving the early years of life;  
• Dealing with the catastrophe of HIV/AIDS;  
• Making sure people have access to life-saving drugs;  
• Better health in all its forms making a major contribution to reduction of 

poverty 

34. The mission of the Department of Health is “to provide quality health care 
services to the community through efficient and effective service delivery system 
that is accessible, equitable, culturally acceptable, affordable and sustainable”. 
Health reforms need to target health reform through health care reform and 
through a shift from supply driven to demand based interventions. Public health 
may be advanced through changing attitudes of the public health specialist from 
academic one to the practical. The proposed strategy in this report, based on a 
SWOT analysis for MHCH attached as Annex-1, proposes health sector reforms in 
Punjab that directly affect the MDGS. The current status and intermediate targets 
set by DoH regarding achievement of MDGs are given in Table 4 below: 

Table 4: Punjab Targets 

Indicator Current 
Status 

Target 
2008 

MDG 2015 
Target 

Infant Mortality Rate per 1000 Live Births 77 65 40 
Under 5 Mortality Rate per 1000 Live Births 112 82 47 
Coverage of Prenatal Care 42% 50% - 
Contraceptive Prevalence Rate (CPR) 21% 39% 60% 
Maternal Mortality Ratio per 100,000 Live Births 300 270 120 
Percentage of births attended by SBA 32 40 100 
Percentage of fully immunised children 50 60 80 
Lady Health Workers’ Coverage of Target Population 60% 89% - 
Utilization Rate of BHU (patients per day) 22 35 - 
Utilization Rate of RHC (patients per day) 70 95 - 

Source: MICS 2003; DoH Presentation to Punjab Development Forum, 19.04.2005 
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5. PROPOSED STRATEGIES FOR THE HSR 
35. The Proposed Reform Programme targets an improved health delivery system 
in which consistent patient-centered care is guaranteed, and a better planned, 
managed and performance measured system in which needs, services, funding 
and outputs are systematically interlinked; and a health system which maximizes 
its use of resources by delivering the right care in the right setting. It seeks to 
improve equity of access, effectiveness and efficiency of services, responsiveness 
to existing and emerging disease burden, consumer satisfaction, and focuses on 
MDGs and other pro-poor interventions. The proposed strategy comprises the 
following components: 
 

I. Life Cycle Approach within the context of primary health care including 
M&NH and child survival 

II. System strengthening through creating conducive environment 
III. Facilitate Public Private Partnerships 
IV. Mainstreaming of the private sector 
V. Innovative approaches (Quick-wins) 

A.  Life Cycle Approach within the context of primary 
health care including MNH and child survival 

36. Primary health care (PHC) is both health for the people and health by the 
people, and as the Alma-Ata declaration noted, it must, therefore, “evolve from the 
economic conditions and socio-cultural and political characteristics of the country 
and its communities”. Primary Health Care is more than a programme. It entails 
change in concept, ways of thinking and attitudes. Its implementation is a process 
which calls for wide ranging changes in established systems and institutions as 
well as in communities.   

1. Quality focused facility expansion within the public sector 

37. Quality within health care has been defined as “the success of the health 
services in meeting the health related needs of the population in a manner that is 
consistent with local goals, national goals and resource constraints”. Despite 
commitment to providing high quality health care, there is still a gap between the 
intended role of health care services and their real capacity to deliver - chiefly as a 
result of lack of resources and management capacity. It underscores the need to 
functionalise the primary and secondary health care facilities through endowing 
them with adequate resources since a large number of facilities, particularly at the 
primary health care level, either do not have the standard equipments specified or 
these are non-operational for a variety of reasons or function only partially. This 
denies their benefit to the poor for whom these facilities are the only source of 
assistance in the case of emergencies and illness in most cases. There is, 
therefore, a need to make such units function well to improve the access of people 
to quality health care. One of the contributing factors to the absence of medical 
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personnel from the BHUs is the non-availability of accommodation and other 
facilities. Unless these concerns are redressed, there will always be a shortage or 
absence of medical personnel from such locations. 

2. Bring private sector into focus  

38. Corrective action needs to be taken to bring about reforms in this sector. As a 
first step people should be made aware of their rights and duties vis-à-vis the 
health care system, specifically the private health sector. There should be 
adequate representation of the people and consumer organizations on the various 
regulating and monitoring bodies functioning at various levels. The model for 
regulation of private sector should be non-intrusive, mostly self-regulation. The 
state should regularize the private practice of doctors employed in government 
institutions. One of the main reasons behind the non-functioning of the public 
health system is due to the non-regulated private practice of the Government 
doctors and other functionaries.  

39. With regard to private practitioners, the state and medical councils should 
ensure that only properly qualified persons practice. The current licensing system 
is flawed since it does not ensure continuous oversight and does not provide 
incentives for skill enhancement and up-gradation of knowledge. Through licensing 
and other means the proper geographical distribution of practitioners and hospitals 
in the province to prevent over-concentration in certain areas. There should be 
regular medical and prescription audits and the renewal of license and registration 
should be dependent on it. The soft lending to doctors through Punjab Health 
Foundation should have conditionality that the recipients of loans will provide 
primary health care services to people as per guidelines of the Government. 
Records should be maintained properly and the patients should have access as a 
matter of right. Minimum standards and requirement for various types and kinds of 
hospitals and nursing homes should be laid down. With regard to charges and fees 
there should be standardization of fees charged by the practitioners and fixation of 
reasonable charges by hospitals for the services provided. These should be 
displayed prominently in a conspicuous place. There should be provision for 
continuing medical education on a periodic basis with renewal of registration 
dependent on it 

3. Ensuring availability of essential staff esp. female 

40. In order to deal with the issues of vacancy position and to minimize staff 
absenteeism, recruitment may be accomplished through Public Service 
Commission as prior to devolution. Moreover performance based incentives are 
recommended for medical and paramedical staff. The reward system should have 
a parallel accountability system through District Health Management Teams. One 
option for ensuring availability of health professionals, especially female staff, is to 
adopt a policy of differential salaries especially with higher allowances/bonuses in 
hard and inaccessible areas. Health sector is also an area where pilot projects for 
adoption of market wages could be tried for health professionals in selected areas 
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and the policy, if found successful by carefully conducted impact studies, could be 
replicated in other areas. The doctors may be paid NPA in equal amount to their 
basic pay. Moreover, they may have the option of getting NPA or doing institutional 
practice after office hours on practice sharing basis. Furthermore, the house job for 
the doctors may be extended to 2 years, out of which, one year to be spent at the 
tertiary care hospital and the other at rural level with linkages with the tertiary care 
hospitals. This may lead to willingness and better performance of the medical 
graduates at rural level while having more chances of having post-graduation as if 
priority is given to those who fulfill this formality before appearing in the 
examination. For this purpose, it is recommended to attach each and every district 
with a teaching institution preferably keeping in view the location of the district 
within the regions. For the female staff, incentives should be provided for 
facilitating their practice in rural areas and urban slums. Private practice should be 
institutionalized. A coronary service should be established for provision of 
specialized medico-legal services and for freeing up the time of regular health staff. 
The government may take up a case and file appeal in the Supreme Court for 
exemption of female staff from conducting medico-legal examination.. 

4. Strengthening routine services e.g. Immunization, MNHCH services 

41. The routine services may be strengthened through revamping the system and 
development of proper protocols and SOPs by the groups of experts and grass 
root workers in the relevant field. For example, experts may explore innovative 
strategies for developing programmes, policy, and research to promote 
comprehensive immunization coverage for all age groups. Research may be 
conducted on the topics under-mentioned  
 

o Adolescent Immunization  
o Adult Immunization  
o Assessment Barriers to Vaccination  
o Community and Partnerships 
o Childhood Immunization  
o Cultural Diversity  
o Health Communications  
o Health Education 
o Policy and Legislation  
o New Vaccines and Vaccine Development 
o Vaccine-Preventable Diseases  
o Vaccine Safety 
o Immunization Registries 

5. Ensuring availability of essential drugs 

42. Availability of essential medicines may be ensured through development of 
local system of procurement and providing necessary training to all the concerned 
in the standard procurement procedures 
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6. Senior citizen focus (geriatric health) 

43. Life expectancy and working conditions have changed in the recent years. So 
has the notion of "retirement". In most jobs, strength and endurance are no longer 
requirements. The aging work force require that employers, policy makers and 
workers to come up with creative solutions to allow all seniors the option to remain 
active in the work force if they so wish. There is dire need to have senior citizen 
package including old age home to deal with the old age people problems. There 
may be a special budget allocated to the health of the senior citizens. Another 
option is to assign a special team of health personnel to the senior citizen’s health.  
 
7. Efficient Referral System 

44. In order to provide a comprehensive and integrated health service for the 
people of Punjab, the department of health should introduce a referral system as 
one of its strategies to make the best use of hospitals and primary health care 
services. In this system, all patients should first be seen by primary health care 
physicians who will decide whether a referral to secondary care is necessary. In 
other words, access to hospital care is through primary health care centers, except 
for emergency cases where patients can access the hospital directly through the 
accident and emergency departments. Implementation of such a referral system 
would lead to better cost-effective utilization of the health services. 

8. Involvement of tertiary and secondary level in delivery of PHC in the 
periphery 

45. This should be mandatory for all the specialists working in various disciplines in 
tertiary care institutions to have periodical visits to the remote areas with special 
campaigns so that all the people in that area know the days and timings of those 
visits. In this way burden on tertiary care institutions may be relieved. 

9. Guaranteeing minimum package of services:  

46. The state should guarantee a minimum package of health care services for 
certain diseases that is made available to everyone at all health care outlets. This 
package may cover some level of diagnosis, care and medicines. This package 
should be widely publicized and displayed at all health facilities as the basic 
entitlement and right of the people. 

B. System strengthening through creating conducive 
environment 

1. Preparation of Operational Manual 

47. Lack of job description and standard procedures for health service delivery is 
one of the main reasons for inefficiency of the health personnel and for breakdown 
of equipment. Thus a medical manual should be prepared with two major parts 
including Job descriptions and Protocols and SOPs. 
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2. Improving management system procedures 

48. Management system procedures are yet vague and imprecise. Thus standard 
procedures should be developed for planning, financial management, logistics, 
Management Information System (MIS), Supervisory system, Redesigning and 
functionalizing patient referral system. 

3. Capacity building 

49. District has been identified as the organizational unit for the reorganization and 
transformation of health care provision in Pakistan after devolution. For the District 
Health System to achieve its aim of providing high quality health services which are 
accessible to all, health sector reform is needed to take place at all levels. The 
challenge is to now translate provincial commitment and administrative 
reorganization into real improvements in health care delivery at district level. 
District teams require capacity building in a number of areas as there is a 
perceived gap in the existing capacity both in terms of human and system support 
resources.  

50. Core Competencies including general management, human resource 
management, planning and budgeting, monitoring and evaluation, advocacy 
/communication /social mobilization need to be enhanced. Support systems 
including comprehensive health management information system are required had 
to be established. Training and support is earnestly required to strengthen these 
systems if meaningful functions are a desired outcome. A clear understanding of 
expenditure and resource allocation patterns is fundamental to effective and 
efficient district management and planning. At present, the financial and accounting 
systems are adequate and should exist as such.  
 
51. However, Capacity for district planning is limited to preparation of annual 
district budgets, which is often a clerical exercise. The District Health Management 
Teams (DHMT) should assume the responsibility of preparing district plans initially 
on an annual basis and subsequently three-year rolling plans as planning capacity 
is developed. These plans should be based on district specific data made available 
from MICS and HMIS, adapt provincial plans to existing local needs and 
constraints and elaborate operations that provide a blue print for effective 
implementation of health services and functional support systems in the district. 
District planning requires the availability of information regarding health needs and 
services. The health information system(s) will be strengthened, integrated and 
information generated used for planning and monitoring. Independent surveys 
would provide information on health outcomes and validate the existing HMIS, thus 
in line with evidence based planning exercise. 
 
52. Planning, resource allocations and preparation of a concrete District Health 
Plan is the process by which we determine whether we should attempt the task, 
work out the most effective way of reaching our target, and prepare to overcome 
unexpected difficulties with adequate resources. Planning is an up-front investment 
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in success - by applying the planning process effectively we can avoid wasting 
effort, take into account all factors and focus on the critical ones, be aware of all 
changes that will need to be made, gather the resources needed and carry out the 
task in the most efficient way possible. The province should facilitate this process 
of district-based planning. This concept has been already successfully 
implemented in the 8 districts in Punjab under Women Health Project, where 
DHMTs are preparing their 1 year operational and 5 years strategic plans. The 
support package should include the planning, monitoring and advocacy 
competencies of the district managers with special emphasis on re-defining 
objectives of training at all levels, core competencies focused management 
training, and establishing a system of Continued Medical Education (CME). 
 
53. Punjab Health Foundation needs to be reconstituted on the pattern of Punjab 
Education Foundation in order to give it a more pro-poor focus and to task and 
empower it to encourage public-private partnerships, for incentivizing 
mainstreaming of private health professionals and for carrying out innovative pilot 
projects, new institutional models and impact studies. 

4. Increase the output and quality of medical personnel, especially of nurses, 
technicians and paramedical staff  

54. The number of nurses and paramedics is insufficient to meet requirements. 
The current ratio of doctors to nurses is skewed as is that of paramedics. This 
results in over-burdening the available staff which detracts them from providing 
quality health care. Further in most countries of the world, even in LDCs, there are 
more nurses and technicians than doctors. Unless this is corrected, the level of 
health care provided will be low and the standards will continue to be violated. The 
greater use of nurses, technicians and para-medics to screen patients initially and 
provide immediate relief would ensure that the doctors spend more time on 
diagnosis thereby improving the general level of health care services. Moreover the 
quality and level of knowledge and post-qualification training provided to health 
care personnel varies across institutions in both the public and the private sectors. 
Moreover, skills acquired during pre-qualification training are not necessarily 
sufficient for the subsequent careers in the health care professions including 
exposure to conditions in the rural areas, the urban slums and in the secondary 
health care facilities. Incentive linked attitudinal change. One option tried in 
some countries is provision of individual and group incentives to health staff which 
are explicitly linked to the achievement of certain targets. 

5. Creation of a new cadre of public health professionals. 

55. The most critical constraint in health sector human resource management is 
the serious dearth of public health professionals at all levels. These include nurses, 
paramedics and health technicians. The ones that are available have generally 
serious quality issues partly because of the serious neglect of relevant training 
institutions in terms of funding, syllabus revision, improvement in quality of learning 
and partly because of skewed incentive structures facing these paramedics in 
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terms of salaries, career structure and promotion prospects etc. There is a need to 
address the pro-doctor bias in health management in favour of paramedics and 
other health professionals. Besides addressing the issues plaguing the existing 
cadres of public health professionals (better selection, training, higher wages, 
introduction of foreign trainers especially nurses, improvement in career structure 
including promotion prospects etc.), another possibility is the introduction of a new 
cadre of public health professionals with the option as well as incentive of up-
gradation along the lines of the LSMF cadre of the past.  
 
56.The rationale for such a cadre is that the lack of such public health 
professionals is even more damaging than that of the doctors for it is this cadre 
that is exclusively trained for public health issues and is likely to provide service to 
the un-serviced areas. Even the efficiency of doctors depends on the presence in 
greater numbers of health professionals who take care of the major routine work 
leaving the doctors to deal with a lesser workload but one that requires greater 
knowledge and experience. The nurse-doctor ratio in Punjab is seriously skewed 
and is out of line with the international practice which suggests a high nurse to 
doctor ratio. There is a need to have greater number of better qualified and trained 
health professionals. However the existing health professionals, even if present in 
greater numbers, will not be qualified to perform all the functions of public health 
professionals. Moreover the existing cadres do not have the background or the 
incentive to upgrade their knowledge.  
 
57. The idea is to have a cadre of public health professionals with almost the same 
entry requirements as regular doctors (intermediate pre-medical candidates who 
cannot get admission in medical colleges) who undergo a rigorous education of, 
say, three years focused on public health issues including community medicine 
and preventive health, basic procedures and some curative aspects. These 
professionals then need to be incentivized to serve in rural areas, urban un-
serviced areas and to serve under regular doctors in mainstream health 
institutions. These public health professionals should also have the option / 
incentive, after they have served for some years in the field, of being able to join 
medical colleges in order to become regular doctors by studying for some more 
years. Such a cadre of public health professionals will certainly not solve all the 
HRM problems facing the health sector but will certainly be more inclined to serve 
in areas where doctors do not normally serve and will be better trained and 
educated than the existing cadres of paramedics and nurses. 

6. Linking greater autonomy of health institutions to system improvement. 

58. The Punjab initiative of granting autonomy to hospitals and health institutions is 
a step in the right direction because it is in line with smart management practices 
and it enables innovations, greater resource mobilization and better management 
at the institution level. However the constraint is that this measure cannot by itself 
alone lead to systemic improvements for which health institutions not only need to 
be externally supported but also incentivized. Thus greater autonomy to health 
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institutions should be linked with external monitoring of outcomes through annual 
Performance Surveys conducted through third parties. Moreover Health 
Department should make outside expertise (in the form of consultants, advanced 
health institutions in the private sector etc.) available to these health institutions for 
capacity building of systems development (patient management systems, inventory 
control systems, MIS, equipment management systems, protocols for protection of 
poor patients etc.) 

C. Facilitate Public Private Partnership and Community 
Involvement 

59. Public private partnership is basically just a different method of procuring public 
services and infrastructure by combining the best of the public and private sectors 
with an emphasis on value for money and delivering quality public services. PPPs 
are an increasingly popular method of developing infrastructure and modernizing 
services based upon a partnership between the public and private sectors. The 
attraction of forming such partnerships lies in the ability to mobilize more capital 
than that purely held in the public account and to use private sector expertise to 
help manage project expenditure more efficiently. Governments can bring private 
sector into the modernization and management of projects, while remaining 
responsible for public interest issues and ensuring delivery at specified service 
levels. In short, PPPs enable governments to meet demands for the development 
of modern and efficient services and provide value for taxpayers. Public private 
partnership in Punjab may be facilitated through establishing a clearing house 
for linking up of the opportunities for the private sector. This should include a 
clear statement and advocacy of mutual benefits of partnership, inventory of 
opportunities, and critical analysis of available opportunities. 
 
60. There is a need for institutionalizing greater community involvement in health 
programmes. This is especially important in enhancing the effectiveness of 
preventive programmes. One way of doing it is through the establishment of Health 
Councils at village level which liaise between the community, village health workers 
and BHUs in preventive, curative, nutrition and health awareness programmes like 
School Health Programme. The department can also take advantage of presence 
of organized communities in areas where different agencies like the Rural Support 
Programmes have made substantial investments in the past in terms of social 
mobilization. Similarly there should be community health liaison committees at the 
BHU level which include representatives of village health committees, the elected 
Union Council and the health officials. These committees involving the local 
communities in managing BHUs would increase local ownership and reduce 
pressure of monitoring overload form the higher tiers, especially in the rural areas 
and in urban slums where staff absenteeism is a major issue and where there are 
demand failures in accessing health services, particularly preventive ones, 
because of lack of education and other constraints and where community 
involvement can help overcome these problems. Citizen Community Boards 
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(CCBs) can also be motivated to move beyond infrastructure projects and venture 
into making projects for health improvement of communities.  
 
61. Moreover there is a need to further the Rahim Yar Khan experiment. It is a 
good management model so far and after rigorous evaluation, the model can be 
expanded both horizontally in other areas and vertically by including preventive 
health and also by giving communities greater say in the management of the health 
outlets in particular and of district health policy in general. 

D.  Mainstreaming and Facilitation of Private Sector 
62. The private health sector is a large and important constituent in the country's 
health care delivery system. The share of the private health sector in Pakistan is 
much more than of the public sector. Pakistan probably has one of the largest 
private health sectors in the world. This sector has enlarged greatly in the post 
independence period, especially in the 80s. A substantial financial burden of 
households is for meeting health care needs. This gains significance when we 
realize that more than half of the country's population does not have enough 
resources to meet its food requirements. Compared to state expenditure on health 
the private household expenditure is nearly four to five times more than that of the 
state. Private sector thus needs to be mainstreamed through 

• Private health facilities to conform with defined standards 
• Franchise model whereby chains of health service providers provide a 

defined range of health services to their clients and the chain/firm 
monitors, regulates and ensures the quality of service provided by its 
members in different areas against transparent standards. 

• Public financing of private sector. This is already done through provision 
of soft loans through Punjab Health Foundation to doctors in the private 
sector but could be refined through addition of incentives and 
conditions. This can also cover public-private partnerships involving 
public and private health institutions. 

• Creating linkages of private sector PHC facilities with vertical national 
health programmes. 

• Contracting-in and contracting-out of management services of public 
sector hospitals and other health institutions. This is already happening 
and needs to be further explored. 

E. Innovative Approaches 

1. Malaria Free Punjab 

63. WHO has set the standards for declaration of any area as “Malaria Free”. 
Strategies in order to conform to those standards may be developed and “Malaria 
Free Punjab” could be got declared by the WHO. This is not a very complicated 
process and given commitment, could be achieved within the medium term.. 
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2.Assistance to remote business process  

64. Moving non-core business processes or back-office applications to external 
service providers or having the business process performed at a geographically 
distant location is called as business process outsourcing. Outsourcing is not about 
giving up control.  It is just working with a company which shares your definition of 
success and does the "non-important" work for you. Introduction of remote 
business processes especially in the field where instant capacity development of 
the district management teams is not possible may distinctively improve the health 
sector outcome. 

3. Strengthening devolution and clarifying federal-provincial-district roles 

65. The service delivery improvement promise of devolution can only be realized 
through furthering the process of devolution and through backing it up with strong 
provincial and federal support. In the health sector, this may mean clarifying the 
relationship of EDO (H) with the DCO and District Nazim on one hand and with the 
provincial secretariat on the other hand. A strengthening of the coordinating role of 
DGHS is also suggested. Although the service delivery improvement promise of 
devolution can only be realized through furthering the process of devolution in the 
health sector, yet there is a definite provincial role in planning, setting broad 
policies, monitoring and in capacity building. The isolation of DGHS has created a 
number of technical problems; and the most important being the lack of provincial 
monitoring. Therefore the EDO (H) are working without adequate technical 
supervision. Thus the capacity of the office of EDO(H) needs to be strengthened 
for more effective monitoring and a role needs to be defined for DGHS for top 
monitoring of health outputs and outcomes and for providing technical support. 

4. Health Management: 

66. Although Operational District Health Plans for the current financial year have 
been prepared by all the districts, the review of the progress of activities as per 
plan exists in a few only. Moreover there is virtually no useful information being 
generated for the district which may be utilized for planning. The already existing 
Health Management Information System needs to be refined and more importantly 
should be regularly used for sector planning and monitoring of results, for 
developing a Health Institution Data base (HID), for human resource management 
and for generating regular reports health.. 

5. Senior Citizen Health Package 
 
6. School Health Programme:  

67. The School Health Programme at one stage was doing a useful service in the 
early identification of diseases and impairment in children and needs to be revived. 
It involved teams of physicians and technicians periodically visiting each school in 
their area, examining children and prescribing remedies as needed. This reduced 
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the burden on child health care facilities. The use of mobile health service to 
provide preventive health care to students is one incentive for attracting children 
from the poorer segments of society to enrol. This also has the advantage of early 
diagnosis and treatment of disease and disability among such children. A second 
benefit is the extension of the EPI and other vaccination programmes to a round-
the-year effort. The School Health Programme could be piloted in some of the 
backward districts of the Punjab and later extended to all other districts. 

7. Health Insurance 

68. Health Insurance began in Pakistan in 1988-89 for corporate employees and 
for individuals by a few companies. Presently, individual insurance is being offered 
by only one company and group insurance by some companies. The insurance is 
provided to corporate employees alone or along with their spouse and children with 
varying level of benefits catering for different employee scales. In some cases 
coverage is extended to a broader classification of dependents. Purchasers of this 
coverage are the private firms and the cost of group health cover is paid by the 
employers. The package of coverage is flexible and is tailored to the needs, 
requirements and the budgetary position of the organization. Basic benefit 
packages vary from covering hospitalization services only to covering outpatient, 
maternity, hospitalization and dreaded diseases up to a stipulated limit. The 
government should explore provision of health insurance for at least the critical 
diseases to the poor and vulnerable groups. For the general population, the 
government may pay the premium for the total health coverage insurance on 
sharing basis. This may be initiated on the group basis and first group may be 
mothers and children. This may improve the current situation of MMR and IMR in 
Punjab in line with MDGs and may be extended, afterwards, for other health 
services. The poor and marginalised segments of society are unable to meet the 
costs of health care even through public sector health facilities. These include the 
corollary costs of transportation of critically ill patients and for their attendant(s), the 
costs of specialised medicines and services not available through the public 
dispensary and other infrastructure within the premises, and other ancillary costs 
such as living expenses for the attendant(s) for the duration of the treatment. The 
feasibility of using Zakat funds for this purpose and for selection of beneficiaries 
need to be explored. 

6. Conclusion 
69. There is a broad consensus in Punjab that the health sector is in need of 
fundamental reform in order to achieve the MDGs and a better impact on the 
health status of the population. The need for reform should be reflected in the 
inclusion of health as a priority concern in the ongoing decentralization process. At 
the moment, the reforms targeted pertain not to the sector as a whole but only to 
basic government services.  
 
70. As grass root governance takes root, Pakistan’s national health strategy should 
evolve into a comprehensive approach that supports the supply and demand 
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aspects of health within the context of decentralization. A health sector strategy 
targeted for the district governments should clearly define setting of priorities for 
the use of public revenues, identify the weaknesses in the management of health 
services and pave way for possible reforms alongside improving the effective 
utilization of the available services. It is also very important to support the 
devolution process by enhancing its capacity to meet the desired standards in 
terms of quality of minimum level of health coverage. The ability to meet the health 
care needs, demands and expectations of the people will be critical in realizing the 
legitimacy and stability of the devolution process. 
 
71.  Focusing on the issues based on the data analysis it is recommended that : 
 

1. A life cycle approach may be adopted in Primary health care including 
M&NH and Child survival through  

a. Quality focused facility expansion within the public sector 
b. Establishing a clearing house for linking up of the opportunities for 

the private sector 
c. Ensuring availability of essential staff esp. female through 

performance based payments 
d. Strengthening routine services e.g. Immunization, MNHCH services 
e. Ensuring availability of essential drugs 
f. Senior citizen package 
g. Efficient Referral System 
h. Involvement of tertiary and secondary level in delivery of PHC in the 

periphery 

2. Health System may be strengthened through 
a. Preparation of Operational Manual 
b. Improving management system procedures 
c. Capacity building including evidence based planning 
d. Incentive linked attitudinal change 
e. Creation of a new cadre of public health professionals 
f. Greater community involvement 
 

3. Public private partnership may be facilitated through establishment of a 
clearing house for linking up of the opportunities for the private sector 

 
4. Private Sector may be mainstreamed through conforming the private health 

facilities with defined standards 
 

5. Innovative approaches like Malaria free Punjab, remote business 
processes, old age health package, e health management and health 
insurance may be adopted to get fruitful results quicker. 

72.  However, there is broad consensus among the stakeholders that the reforms 
suggested should not pertain to the one strategy/intervention but be intervened in 
health sector as a whole if we want to achieve MDGs as targeted. 
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                                                                                  ANNEXURE 1 
 

SWOT ANALYSIS FOR MNHCH SERVICES PUNJAB 
 
Introduction 

Pakistan’s response takes a multi-sectoral approach involving various actors in 
direct and indirect activities. This report considers services, initiation of 
programmes, service delivery structures, capacities, linkages, resources and 
coordination in context of Maternal & Neonatal Health (M&NH) Services. 
 
M&NH Service Providers 

Broad categories of actors include: 

 Federal, Provincial and District Governments 
 International Development Partners 
 Local NGOs 
 Community Based Organizations 
 Cultural and Traditional Institutions and Personnel (TBAs) 
 The media 
 The private sector 

 
Federal Government 

 Taking a lead role in M&NH. Involved in: 
 Provision of a policy & strategic framework 
 Conceiving programmes & intervention models 
 Coordination & supervision of Programme activities 
 Resource mobilization for M&NH services 
 Capacity building and research 
 Provision of M&NH services to communities thru Provincial and District 

governments 
 
Provincial Government 

 Supervise, monitor and evaluate the M&NH services situation in the 
districts 

 Coordination of M&NH services responses in the districts. 
 
District Government 

 Engaged in planning for general development, for the health sectors & 
M&NH services 

 Provide treatment services through the structure of health units at different 
levels 
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International Development Partners 

 Conceptualization of the M&NH services problems and behavioural factors 
& help communities to plan intervention activities. 

 Fund M&NH services and M&NH services  related research 
 Capacity building 
 Provide services to the communities directly or through local governments 

and CSOs 
 

Local NGOs 

 Mostly engaged in prevention, care & support to PHAs & their families, and 
capacity building 

 Awareness creation on M&NH services community-based counselors & 
drama groups 

 Condom promotion and distribution 
 Organizational development services 

 
Community Based Organizations 
(CBOs) 

 Formed by community to respond to community social problems 
 Used by NGOs to mobilize communities for M&NH services work 
 Use drama, music, seminars and assemblies to create awareness on 

M&NH services   
 Condom social marketing, peer-to-peer education and guidance, condom 

distribution, promotion of parents’ adolescent dialogue on sex 
 Skills development for production and development 
 CBOs manage Income Generating Projects 
 Prevention and control by disseminating information 
 Promotion of behaviour change 
 Promotion of faithfulness and abstinence. 
 Spiritual and psychosocial counselling  
 Home based care and home visiting 
 Provision of material support  
 Treatment in the health units owned by the different denominations. 
 Traditionalists treat some of the opportunistic infections such as diarrhea, 

herpes zoster and fevers 
 

The Media and the Private Sector 

 The media especially the FM radio stations may play a big role in M&NH 
services 

 The print media has also made a contribution through articles and seminars 
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Cultural and Traditional Institutions and Personnel (TBAs) 

 Cultural leaders may pass on M&NH services messages to their subjects.  
 Traditional healers provide treatment services for M&NH. 

SWOT ANALYSIS 

The SWOT analysis intended to identify existing competencies and gaps as well as 
drawing lessons for future scaling up 

SWOT-Federal, Provincial and District Governments 
STRENGTHS 

 Strong human resource base (LHW Programme) 
 Implementation structure down to grassroots (LHW Programme) 
 Resource mobilization 
 Has a think tank as Safe Motherhood Group to formulate policies, and 

interventions 
 Relatively stronger financial base as result of international donor’s financing 
 Access to drugs  
 Broad coverage 
 Well established infrastructure 
 Good working relations with NGOs and other partners 
 Have coordination mechanisms 

WEAKNESSES 

 Lack adequate funds 
 Limited monitoring of NGOs 
 Gaps in coordination 
 Insufficient drug supplies in health units 
 Districts given much responsibilities with meager resources 
 Not reaching remote and physically isolated areas 
 Limited surveillance system 
 Lack of equipment and services in many health centres 

OPPORTUNITIES 

 Favourable donor relations 
 Commitment to provision of M&NH services 
 Decentralization policy enabling control and distribution of resources 
 Communities responsive to programmes 
 Political will at district level 
 Support from MoH 
 Donor interest 
 Multi-sectoral approach 
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THREATS 

 Sustainability of programmes due to reliance on external funding 
 Poverty 
 Increasing number of births related to population growth 
 Poor accessibility 
 Insurgencies 
 Existence of transient populations 
 Attitudes of hopelessness among the infected 

International Development partners 
STRENGTHS 

 Funding M&NH plans 
 Competent motivated staff 
 Strong financial base 
 Funds allocated in accordance community needs 
 Favourable relations with federal, provincial & district governments 
 Broad coverage of programmes 

WEAKNESSES 

 Limited planning with local actors 
 Limited coordination with other agencies 
 Makes little consultation with community when introducing IEC material 
 Restrictive budgets in view of local priorities 
 Limited transparency 
 Top down planning approach 

OPPORTUNITIES 

 Favourable working relationships with other actors 
 Commitment to provision of  M&NH services 

THREATS 
 Non-sustainability of programmes by government 
 Limited solidified reputation 
 Different financial years with local government 
 Limited skilled labour at community level 

LOCAL PARTNERS 
STRENGTHS 

 Service delivery structures at the grassroots 
 Able to monitor and evaluate activities 
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 Able to access target groups in the community 
 Well trained, motivated staff 
 Strong partnership with district administration and international agencies 
 Able to achieve more with limited resources 

WEAKENESSES 

 Limited geographical coverage 
 Duplication of services 
 Limited capacity to mobilize funds locally 

OPPORTUNITIES 

 Increased demand for M&NH services 
 Potential for expansion through support 
 Supportive donors 
 Local resources 
 Decentralization policy 
 Responsive community 

THREATS 

 Limited funding 
 Long on-going insurgencies 
 Lack of appropriate IEC materials in vernacular 
 Poverty 
 Overwhelmed with demand for services 
 Duplication of services 
 Over reliance on donor support 
 M&NH services stigmatized simulating with family planning  

COMMUNITY BASED ORGANISATIONS (CBOs) 
STRENGTHS 

 Conversant with M&NH problems at the local level 
 Community sanctioned and initiated 
 Community based innovativeness 
 Voluntarism of the community 
 Close linkage with community 

WEAKNESSES 

 Inadequate capacity to implement most interventions 
 Quality of messages sent out questionable if not monitored 
 Over dependency on external assistance 

 85 



 Lack well trained personnel  
 Have limited coverage 
 Limited gender sensitivity 
 Limited local response in prevention 
 Limited capacity to mobilize funds locally 

OPPORTUNTIES 

 Strong support from community 
 Decentralization policy 
 Political will 

THREATS 

 Inadequate personnel to carryout the set tasks. 
 Limited coverage 
 Inadequate funding 
 Lack of electricity to use equipment 
 Depend on volunteers, not sustainable 
 Waning spirit of voluntarism 
 Over reliance on donor support 
 High turn over of membership 
 M&NH services stigmatized simulation with family planning 

Cultural and Traditional Institutions and Personnel (TBAs) 
STRENGTHS 

 Provide personalized care 
 Willingness to care 
 Available at grass root level 
 Trust of the community based on previous experiences 
 Know-how of the M&NH services 

WEAKNESSES 

 Poor skills in palliative and prophylactic care 
 Lack of capacity to provide M&NH services 

OPPORTUNITIES 

 Community members have a lot of trust in cultural institutions and TBAs 
 Willingness to enhance their skills through MN&H Programme support  
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THREATS 

 Large family sizes eroding resources 
 Exorbitant charges 
 Perception of TBAs, feeling MN&H Programme as threat to their job 

 
Conclusions 

 In Pakistan, different actors make a contribution in provision of M&NH 
services in accordance to their comparative advantage 

 The Federal, Provincial and District governments play a pivotal role in the 
provision of M&NH services through the provision of policy, advocacy, a 
strategic framework, monitoring and evaluation, and resource mobilization 
for implementation of M&NH activities through Ministries of Health, 

 NGOs and CBOs have direct linkages with the grassroots and are able to 
offer services that require direct interaction with the community 

 International development partners bring to the fore financial resources and 
human resources. 

 Many plans developed by local actors remain unimplemented or partially 
implemented due to inadequate funds and lack of capacity to mobilize 
resources aggravated by rampant poverty and a low revenue base for 
districts  

 The districts’ capacity to undertake adequate M&E to ensure appropriate 
implementation of strategic activities, facilitation of future programme 
design, strategy evolution and efficient resource allocation, needs to be 
scaled up 

 Despite Central government efforts to develop coordinating structures for 
M&NH services activities in the districts there is limited monitoring of NGO 
and CBO activities which leads to duplication of effort  

 Mainstreaming is not systematically addressed in the implementation of 
many sectoral grassroots activities 

 Indigenous NGOs and CBOs are able to offer services and reach many 
people at grassroots with minimum resources through the use of 
community based volunteers. 

 The sustenance of the spirit of voluntarism is however a challenge. 
 The media particularly radios are effective in creating awareness about 

M&NH services because of their wider coverage and entertaining 
programmes which influence people to listen to them. 

 Many agencies involved in M&NH services do not have well developed 
strategic and operational plans for the programmes they are implementing. 

 Many also have no definite ambitions; they keep shifting focus to even 
response areas where they have no expertise. 

 TBAs can play a crucial role in strengthening of M&NH services 
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ANNEXURE– 2 
 

INTERVENTIONS FOR ACHIEVING THE MDG TARGETS IN PUNJAB 
 
Goal 4: Reduce Child Mortality 

Mortality of children under 5 is a major contributor towards the overall deaths in the 
province. The foremost causes of child mortality are: pneumonia, diarrhoea, 
malaria, measles & malnutrition. There is a wide variation in the IMR and < 5 
mortality rates in different districts.  Besides the curative health care, the 
programmes / project of health department contributing for achievement of this 
goal are Expanded Programme of Immunization (EPI), National Programme for 
Primary Health Care & Family Planning (NP for PHC & FP) and Nutrition. The 
programme primarily responsible for achieving these tasks is Expanded 
Programme for Immunization (EPI), with some support from the National 
Programme in the form of advocacy and follow up activities by the LHWs. The 
existing level of coverage against the seven vaccine preventable diseases for 
children between the ages 12 -23 months is 74%; however, this ratio for measles 
coverage is 78%.  
 
The EPI is primarily a federally funded programme, with donor’s support channeled 
mainly through GAVI (Global Alliance for Vaccines & Immunizations). For the last 
few years the programme is struggling to achieve the goal of polio eradication, 
which is still eluding for one reason or the other. The majority of resources and 
attention are diverted towards eradication of polio, probably at the cost of 
neglecting the routine coverage activities.   
 

Some of the constraints highlighted for the poor programme coverage were: 
• Delayed or poor response of districts after devolution, showing lack 

of commitment.  
• Low mobility of vaccinators. 
• Ineffective monitoring and supervision activities. 
• Deficiencies in the cold chain system.  

 
The programme is trying to circumvent the obstacles by adopting multiple 
strategies, including: 
 

a. Launching a comprehensive health education campaign through print 
and electronic media highlighting the need and importance of 
immunization.  

b. Introduction of a system of continuing education for the human 
resources deployed for the purpose. This includes conduction of a 
training need assessment (TNA), designing tailor-made curricula, and 
impact evaluation of training activities. GAVI is supporting this by 
providing a full-time long term consultant. 
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c. Using GAVI funding for improving the mobility requirements of 
vaccinators and their supervisors by procurement of bicycles, 
motorcycles, and four wheel vehicles. 

d. Hiring of a regular long-term consultant for improvements in the 
monitoring & supervision system. 

 
The programme focus during the short to intermediate term will be: 
 

a. Achieving the apparently unattainable target of polio eradication and 
consolidation of polio free status during the coming decade.  

b. Targeting elimination of measles and neonatal tetanus. 
c. Maintaining herd immunity by elevating and maintaining the level of 

immunization protection to > 90%.  
 

To achieve this rather ambitious agenda, the programme will strive to: 
 

i. Strengthen and expand the existing network of static facilities. 

ii. Augment the outreach activities by ensuring availability of one trained, 
equipped and mobile vaccinator in each union council. 

iii. As the population pressure increases, full coverage and geographical 
mapping of a union council by a single worker may prove difficult, 
especially in the hard to reach areas. The programme will be required 
to take support from counterpart field workers (CDC & sanitation) and 
reciprocate assistance in their activities too. This will require 
development of multiple skills and integration of vertical cadres. 

iv. Proactive involvement of LHWs in motivation and service delivery will 
be needed.  

v. Strict quality assurance mechanisms for vaccines will be required for 
which a robust cold chain will be put in place. Provision of appropriate 
equipment will be ensured and systemic replacement / repair of worn 
out gadgetry required. Also needed is electrification of all health 
facilities with back-up arrangements and provision of alternate 
sources of power (solar / kerosene) where electricity is not available.  

 
The NP for PHC & FP is contributing towards reduction of the malnutrition in 
children by:  

• growth monitoring of all under 3 children 
• promotion of exclusive breast feeding till the age of six month 
• improving weaning practices  
• providing supplements (multivitamin syrup for children and iron 

foliate supplements to the mothers during pregnancy and lactation).  
 
Presently not enough attention is being paid for promotion of child nutrition, both 
protein-calorie and micronutrients deficiencies. The situation can be improved by: 
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• Development of a comprehensive provincial strategic framework for 
delivery of RCH services including nutrition.  

• A health education campaign directed towards importance of growth 
monitoring, exclusive breast feeding, and appropriate weaning. 

• Initiation of nutrition support programmes for young pre-school 
children. 

• Permanent mechanism of vitamin A supplement administration to 
children as part of routine EPI, as the existing practice of 
administration of vitamin A drops with polio vaccine during National 
Immunization Days (NIDs) will be soon discontinued. This 
supplementation is essential for protection against infectious 
diseases which  

 
Diarrhoea is major cause of morbidity and mortality in children under five. HMIS 
data shows that during the year 2004 total number of diarrhoea episodes was 
84,548; out of which 14% developed moderate to severe dehydration. As the 
majority of cases (>90%) are due to ROTA virus, replacement of fluid and 
electrolytes loss is the best way to combat the problem, and oral re-hydration 
therapy (ORT) is the most efficient way of achieving this. The LHWs of NP for PHC 
& FP are the main source of ORS for community. ORS is also made available in all 
public sector health facilities. Control of Diarrhoeal Diseases initiative of WHO / 
UNICEF contributed in raising awareness about oral re-hydration, but was 
discontinued due to shift of priorities. To revitalize the initiative it is essential to: 
 

• Revitalize the CDD programme 

• Establish ORT corners in all health facilities 

• Conduct public awareness campaign regarding prevention of 
diarrhoea and its appropriate management.  

• Train medics and paramedics in ORT   
 

The National Programme for Primary Health Care and Family Planning is 
mostly designed to target people living in rural areas of which the primary 
beneficiaries are women of reproductive age and children below five years of age. 
The programme currently employs 38,015 LHWs, while 5,738 are under training. 
The programme is now providing access to basic health services to low income 
and poor households in urban and rural population. 

The main challenges that the programme is facing are 
 
• The PHC outlets (especially RHC / BHU) supposed to provide technical 

support, back up support and referral services, remained under staffed 
most of the time. The timing of the first care level facilities resulting in part 
time service provision is another constraint. 

• Non-availability of whole time job position of the District Coordinators. 
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• Competing priorities with other preventive programmes in the districts, the 
EDO’s rank the programme being federal and of low priority. 

• Inadequate skill mix of management staff 

• Low staff motivation and commitment 

• Feedback on monitoring  

• Sustainability issues after withdrawal of federal support  
 
Reforms in this area should focus on furthering institutional innovations, both 
internal and through public-private partnerships, and ensuring sustainability and 
improved supervision through complete devolution to district governments with the 
provincial government providing capacity development and monitoring outcomes. 

Goal 5: Improve Maternal Health 

The MMR reported for Pakistan is very high 533 / 100,000 live births (Pakistan 
Reproductive Health & Family Planning Survey 2000 -01) although Punjab figures 
are reported in the range 260-300/100,000 live births. The hospital based MMR is 
not only alarmingly high (670 -4,472 /100,000 live birth, there has been no 
significant reduction in this over the past several years. Management of RCH 
services is fragmented. Services are delivered at four levels without any linkage at 
the management level – at community level through LHWs, at PHC level through 
District Governments, at the level of referral hospitals, and through ADP funded 
projects in a limited geographical area. The majority of maternal deaths is due to 
direct obstetric causes and is preventable. The leading causes – in the community 
and in hospitals – are haemorrhage, eclampsia, sepsis, obstructed labour and 
abortion. The major clinical factors contributing to this situation include: 

• Lack of skilled attendance at delivery 

• Lack of immediate post natal care 

• Lack of necessary drugs and essential medical supplies 

• Poor basic emergency obstetric care 

• Lack of comprehensive emergency obstetric care 

• Lack of post abortion care 
 
Whilst the obstetric emergencies cannot be prevented or predicted, these can be 
treated. Therefore, a successful strategy needs to assume that all pregnant women 
are at risk of obstetric complications, and to focus on providing emergency 
obstetric services of good quality which are accessible and used by women when 
needed. Attendance of delivery by a Skilled Birth Attendants (SBAs) can 
substantially reduce the risk of maternal mortality but at present only 26% of births 
are reported attended by the SBAs.  
 
Another target should be to expand information on, capacity for, and availability of 
all contraceptive methods for family planning and improved mother and child 
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health. While the existing methods of educating people about preventing 
contraception has resulted in a fairly widespread awareness of the use of 
contraceptives and thereby has contributed to a reduction in the fertility rate, 
knowledge regarding available alternate methods is lacking. There is, therefore, a 
need to make people aware of the pros and cons about all methods, particularly 
with respect to the risks of frequent un-spaced pregnancy. 

Goal 6: Combat HIV/AIDS, Malaria and Other Diseases 

Communicable diseases still pose a major threat to public health and constitutes 
as shown by the burden of disease. Since 1987, Pakistan has also been included 
in the countries affected by the HIV/AIDS pandemic. However, routine screening of 
pregnant women for HIV, during antenatal examination, is not done, neither is this 
considered important in the socio-cultural scenario of the country. During 1980s 
and 1990s, an increasing number, mostly men, were becoming infected with HIV 
while living or traveling abroad. Some of these men subsequently infected their 
wives who, in some cases, passed infection to their children. During 1990s, cases 
of HIV and AIDS were also reported from among various vulnerable groups such 
as sex workers, injecting drug users, long route truck drivers, and jail inmates.  
The number of reported HIV infections and AIDS cases has been steadily on the 
rise and is identified in all geographical regions of the province. WHO/UNAIDS 
forecast model estimates the number to be approximately 0.1% of the adult 
population. The heterosexual transmission (51.4%); and contaminated blood or 
blood products (12.5%) are the most common modes of transmission for HIV/AIDS 
in Pakistan. Other modes include: injecting drug use (2.2%), homosexual or 
bisexual (4.2%), and mother to child transmission (2.4%). Male to female ratio is 
7:1 and 8:1 in reported HIV positive and AIDS cases respectively. The number of 
reported cases represents only the “tip of the iceberg”, and the number of actual 
cases may be much higher. Limited available research indicates that HIV 
prevalence is 1-2% in vulnerable/high risk population (NACP 1996). These include: 
sex workers, migrant workers, injecting drug users, men who have sex with men, 
long distance truckers, blood and blood product recipients, STI patients, 
professional blood donors, jail inmates, and seamen. 
 
The project targeting this goal in Punjab is the Enhanced HIV/AIDS Control 
Programme (2003-08). It aims at improving the human capital with specific 
reference to improving the health status of the population of Punjab by keeping the 
HIV/AIDS epidemic at the current low level of below 1 percent in the general adult 
population. The cost of the Enhanced HIV/AIDS Control Programme Punjab (2002-
2007) is Rs. 635.523 million shared by IDA, CIDA, DFID, UN Agencies, and 
Government of Pakistan/Punjab. The constraints faced by the programme relate to 
resistance from various sections of society and legal implications to provide 
services to vulnerable groups. The priorities for the medium term are to provide 
services for vulnerable population sub-groups, improved HIV prevention by general 
population, and prevention of HIV/STI transmission through blood transfusion. 
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The overall package of services for vulnerable population sub-groups would 
include monitoring and organization of risk groups in the project area, 
implementation of Behaviour Change Communication (BCC) strategy; provision of 
education and access to acceptable and appropriate services for sexually 
transmitted diseases and primary health care; Services for voluntary counselling 
and testing (VCT); Provision of condoms including education and distribution; 
Promotion of enabling environment; and Empowerment activities. 

The programme aims at HIV prevention through Behaviour Change & 
Communication to improve knowledge and practice of HIV preventive measures 
including use of high quality STI services, by the general public. Advocacy by 
creating enabling environment for involvement of a wide range of stakeholders in 
prevention of HIV/AIDS and through raising general Awareness by increasing 
public access to appropriate information related to HIV/AIDS prevention through 
use of electronic media and print media. It targets skill development of health care 
workers by increasing utilization of already established networks of health care 
services for the dissemination of HIV/AIDS information and prevention material. It 
aims at infection control by developing, disseminating and encouraging adherence 
to national guidelines and policies on infection control. Finally the programme 
would target certain vulnerable groups, which are not necessarily high transmitters 
of infection but are vulnerable to HIV/AIDS due to specific exposure and 
vulnerabilities. This group includes youth, migrant labour and uniformed personnel. 
The programme would provide to the public sector the test kits for screening of 
blood bags for HIV and HBV, along with consumables. The programme would also 
facilitate private sector to screen blood for HIV through implementation of 
regulatory framework. A Quality Assurance (QA) system would be developed and 
implemented to monitor screening of blood. A local institution would be engaged 
for capacity building and training of NGOs to effectively manage the 
implementation of the enhanced programme activities through multi-sectoral 
approach including collaboration with private sector – for-profit and not-for-profit; to 
effectively monitor, review and evaluate the programme interventions and change 
policies and strategies on evidence base; and to share relevant information with all 
stakeholders especially the politicians and civil society through media and 
stakeholder workshops for their continued advice and support 
System is to monitor, on an annual basis through cross-sectional survey, of 
identified high risk population sub-groups for: 
 

• better understanding of trends over time 

• behaviours during the epidemic in a country 

• surveillance more focused on sub-populations at highest risk 
of infection 

• flexible surveillance that moves with the need 

• state of the epidemic 
• better use of surveillance data to increase understanding 

and to plan prevention and care.   
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Malaria Control  
 
Malaria is re-emerging as a major infectious killer and the top priority tropical 
disease of the World Health Organization (WHO). Malaria ranks third among the 
major infectious diseases in causing deaths after Pneumococcal Acute Respiratory 
Infections and Tuberculosis. In Pakistan, Malaria has been a major public health 
concern and still threatens millions of lives. It is becoming difficult to manage 
because of changing environmental conditions due to natural or human 
interventions, massive population movements to endemic areas, increasing 
problems of parasite drug resistance and paucity of funds. However, the data of 
provincial MCP reveals that incidence of malaria in Punjab is too low to be labeled 
a public health problem (Annual Parasite Incidence-API = 0.12)  The Malaria 
Control Programme (MCP) suggests keeping the malaria under control so that the 
Annual Parasite Incidence (API) should not increase more than 0.5 cases/1000 
population. As a partner of global Roll Back Malaria (RBM) initiative, the MCP 
emphasizes reducing the malaria morbidity and mortality through early diagnosis 
and prompt treatment. Additionally, in high malaria areas, vector control is exerted 
by focal indoor residual spray. The MCP is getting some support from the NP for 
PHC & FP in malaria control activities, as the LHWs are trained to give 
presumptive treatment to suspected malaria cases. The constraints impeding the 
progress of programme are lack of clear strategic framework, weak monitoring 
system, high vacancy rate, unattractive service structure, and lack of commitment 
and ownership by districts. 
 
The mission of Malaria Control Programme is to reduce the burden of malaria by 
50 percent over the next 10 years by implementing RBM strategies, using effective 
interventions adapted to local needs, building viable multi-sectoral partnerships 
and through re-enforcement of health sector. The proposed 5-year plan is a step 
towards achieving the WHO global RBM target of 50% reduction in the malaria 
burden by the 2010. The overall objective of the Project is to co-ordinate country-
wide efforts for implementation of RBM initiative in Pakistan by the year 2006. 
Malaria control would be achieved mainly by:  
 

• Strengthening of preventive, diagnostic, curative and surveillance 
services of the Health Systems in the environment of decentralizing 
health services. 

• Integrated Vector Control Programme with the participation of 
Public/private sector and communities to allow sustainable control 
measures. 

• Community awareness by implementing the effective elements of health 
education. 

The strategy for Rolling Back Malaria is based on the following seven key elements 
: 

1. Appropriate strategies and processes including monitoring, supervision 
etc. 
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2. Early diagnosis and rapid treatment. 

3. Early identification and control of epidemics 

4. Multiple prevention strategies. 

5. Focused operational research. 

6. Developing viable partnerships with international and in country 
government and non-government partners. 

TB Control  

Incidence of all types of TB, as estimated by WHO, is 177cases/ 100,000 
population while whole population residing in Punjab (83.9 million) is the target 
population. Currently 85% of the population is covered under DOTS strategy. Case 
detection rate of all TB cases in DOTS covered population is 47% while the target 
is 70%. Treatment success rate is 74% while target is 85%. The programme has 
launched DOTS in 24 districts and the remaining 10 districts are in the phase of 
trainings and arrangement of logistics and by June 2005 it will be expanded all 
over Punjab. It has so far established 210 diagnostic centers, and more than 200 
treatment centers in the Punjab. More than 60,000 TB patients are registered 
under DOTS and 50% of these patients have completed their treatment. PTP 
Punjab has initiated many innovations like: 
 

 Inter district quarterly surveillance workshops 

 Establishment of electronic reporting system to strengthen 
surveillance 

 Inter sectoral collaboration with the Punjab Employees Social 
Security Institutions 

 Public Private Mix with Pakistan Anti TB Association and Aga Khan 
Health Services Pakistan 

The constraints to the programme are development of model for urban DOTS, 
involvement of tertiary care hospitals, fixed dose combinations of ATT medicines, 
development of Quality Assurance model for sputum smear microscopy, 
rehabilitation of TB Patients and families, and removal of TB as social stigma. 
Eradication of TB, a chronic disease, needs long term planning. More Public 
Private Partnership (PPP) models need to be developed. Referral system for TB 
patients from teaching hospitals to nearest facilities is required. Community 
participation needs to be enhanced by involving councilors, teachers, religious 
leaders and other community volunteers. 
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1. Introduction  
1. Given the current patterns of income distribution, unemployment and poverty, 
the key development task in Punjab should be creation of productive employment 
opportunities to accelerate income generation in the province. The Punjab 
Economic Report (PER) records that about ‘three quarters of the Punjab’s 
population lives below 150% of the poverty line’. The Punjab Poverty Reduction 
Strategy (P-PRSP) stresses that ‘the current increased incidence of poverty in the 
province’ cannot be reversed without ‘a focus on the productive sectors, enhancing 
employment opportunities and improvements in service delivery for key sectors’. 
The federal PRSP also recognises the ‘centrality of employment generation for 
poverty reduction’. The Policy, which guides the Punjab development strategy 
proposes the creation of a million new jobs every year in the medium term, through 
pro poor investments in order to make a significant contribution towards poverty 
alleviation. This will require a real growth of provincial GDP of around 6-7 percent 
per year.  

2. The Livestock sector has the potential to play a significant role in achieving the 
goals stated in the policy and strategies through creating employment opportunities 
and increasing household incomes. 

3. However, the role of the livestock sector in poverty reduction and income and 
employment generation cannot be realised unless major institutional reforms are 
carried out in the sector. These include, most importantly: 

o a redefinition of the roles and responsibilities of the state in the 
livestock sector, focusing on the provision of core public goods 
services in particular to satisfy international standards for trade in 
animals and animal products set by the OIE/WTO; 

o investment in targeted interventions for low-income populations to 
increase productivity and access to market opportunities; 

o  creating enabling conditions for increased production through 
sustainable development of private sector service delivery systems; 

o the promotion of investment in the development of infrastructures in 
order to gain greater access to local as well as high potential export 
markets. 

o an increased role of the state veterinary service in carrying out 
regulatory functions to ensure: 

 the quality of vaccines, medicines and other biological 
inputs, 

  the quality of services to livestock keepers;  

 the quality of livestock products destined for human 
consumption; and, 

 the welfare of all types of animals in Pakistan. 
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2. Sector Importance 
4. Despite its subservient status to crop production, livestock is the second largest 
component of agriculture after major crops. Although being a badly neglected area 
it has shown remarkable growth and resilience. Caught in the vicious circle of 
resource constraints, the livestock sector bails them out as it provides not only 
additional income but food for the families, too. This area of Pakistan's economy 
deserves much greater attention since its track record shows its capacity to post 
impressive growth despite being neglected in the past policies.  

 
5. Livestock production is an integral part of Pakistan's agricultural system and it 
plays a vital role in its national economy. As a component of the agricultural sector, 
its share in GDP has been rising gradually. At present, livestock is contributing 
about 49.1 percent of the agriculture value added and 11.4 percent to national 
GDP. Its net foreign exchange earning was to the tune of Rs 53 billion during 2003-
4, which was almost 8.5 per cent of overall export earning of the country 
(Economic Survey 2003-04). However, the increase of the livestock sector’s 
contribution to the overall agriculture sector GDP is more a result of stagnant 
performance of the agriculture sector rather than of the improved performance of 
the livestock sector itself. The importance of the role of livestock in the rural 
economy is confirmed by the fact that about 30-35 million rural based farmers are 
involved in raising livestock. On average each family holds about 2-3 cattle/buffalo 
and 3-4 sheep/goats and derives 30 to 40 percent of its income from them 
(DL&DD). Despite nutritional constraints and fluctuations in the crop sector, the 
livestock sector posted a steady growth of around 5 percent during the last decade. 
However, the statistics show that the growth engine slowed down to 2.6 percent in 
2003-04 (DL&DD). 
 
6. In spite of the importance of the impressive growth in the livestock and dairy 
sector over the past decade, the sector is still far from realizing its potential. 
Currently the demand for livestock products far outstrips supply. Data show that 
Punjab is deficient in about 238 million tons (MT) milk, 30 MT meat, and about 
2468 million of eggs (L&DD- Annual Report). It would be worth mentioning here 
that the Punjab is experiencing a shortage of about 372.5 metric tons of animal 
protein food (APF) in urban areas and 739.5 million tons of APF in rural areas, 
respectively. Available records show that per capita daily requirement of APF is 
about 27 grams whereas in the Punjab the per capita availability of APF is about 
14.25 grams, representing a 48.7% deficit. Interestingly, part of this shortage is 
being addressed through weekly meatless days. 
 
7. The sector is still mostly looked upon from the perspective of providing social 
protection to the poor and landless. Many recent studies validate the critical 
significance of the livestock sector for livelihood promotion (Refs). Indeed the 
poverty reduction policy goal of “livelihood promotion” should be seen as being 
synergistic with the strategic objective of realizing the considerable commercial and 
export potentials of the sector. These can each be best achieved through, the 
establishment of appropriate institutions (breeders associations / marketing/service 
cooperatives), deepening of financial and marketing channels and the 
establishment of affordable and accessible animal health and production and 
extension services.. Besides the scope for harnessing market forces, devolution 
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provides an opportunity to redefine the role of the provincial setup of the Livestock 
and Dairy Development Department towards planning, policy and standard setting 
while allowing targeted public sector interventions to be managed and monitored 
by the district governments. 

3. Current Constraints 
 
3.1 Low livestock production 
8. The government has been spending huge amounts and exploring a variety of 
possibilities to reduce poverty in the province. However, the area that holds key to 
countering poverty remained neglected in the past. Low productivity, meager 
income generation, under-exploited export potential and institutional weaknesses 
are some of the most significant issues for the livestock sector. Interestingly, while 
Pakistan became the fifth-largest milk producing country of the world, its milk 
import bill inflated from Rs 0.34 million to Rs.770 million during the decade ending 
in 2003. Low productivity of milch animals, due to lack of investment in health and 
nutrition and poor management, resulting in late maturity, extended calving 
intervals and low milk production, remains a key limiting factor. The average yield 
of Nili-Ravi buffalo is about 2,000 litres per lactation period of 305 days, and that of 
a Sahiwal cow 1,800-2,000 litres. The adoption of more modern livestock 
technology coupled with improved nutrition and other dairy management practices 
could lead to at least a twofold increase in these production levels.. 

3.2 Lack of realization of Export Potential 
9 Although the livestock sector has shown great results on the export side, the full 
potential has yet to be effectively exploited. Pakistan lies at the hub of milk and 
meat deficit regions such as Central Asia, West Asia and South East Asia. Hence 
increased milk and meat production could enhance export earnings, thus 
increasing rural incomes and also improving the balance of trade deficit. Such an 
initiative therefore can lead to accelerated exports, higher GDP growth and 
improved income distribution in Pakistan. The livestock sector can indeed be 
harnessed to boost the economy through increased output and exports because a 
variety of livestock products can be added to the sector’s export list or the quantity 
of the current exports can significantly be raised. A known demand for beef and 
mutton from Pakistan exists in many countries particularly in the Gulf and Middle 
East states. Access to these regional markets and those of the European Union 
and certain Pacific rim countries, with more rigorous disease control requirements, 
can be enhanced through the introduction of effective disease surveillance and 
reporting systems, the proper mobilization of outbreak investigation and diagnostic 
services and eventually, the introduction of disease free zonation systems, coupled 
with rigorous movement controls, in order to comply with the international 
standards set by the Office International des Epizooties (OIE), (World Terrestrial 
Animal Health Organization) and the World Trade Organisation (WTO).  

3.3 Livestock Nutrition, Genetic potential, Livestock Health, Marketing 
organization and infrastructures 
10. Nevertheless, these concerns cannot be alleviated without addressing the food 
and fodder shortage, lack of breed improvement programs, inadequacy of animal 
health services and weak marketing infrastructure. There are some more 
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impediments particularly in the area of food security, trans-boundary disease 
control and environmental protection. Addressing these issues would need a 
medium and long term policy framework that enhances economic growth with pro 
poor benefits. 

3.4 Food and Fodder Issues 
11. One of the major constraints in the development of livestock sector is poor 
availability of nutrients. In Punjab, the nutritional requirements are mainly met 
through fodder crops, shrubs, grasses, and agro industrial wastes. Punjab 
produces about 45 million tonnes of fodder from 2.03 million hectares of land with 
an average yield of 22 tonnes/ha (Younas and Yaqoob, 2005). The existing 
available feed resources can only fulfill the maintenance requirements of animals. 
Improving the quantity and quality of feeds could substantially enhance livestock 
production from the existing genetic pool of animals. The gap between the 
requirement and availability of nutrients could be minimized both through proper 
fodder research and extension policies in terms of better quality seed, seed rate 
and improved agronomic practices. The National Commission on Agriculture (NCA) 
1988 suggested that "if all animals in milk receive full diet which meets their daily 
appetite without changing the feed mix i.e. maintaining the present poor nutritional 
requirement balance, this alone could increase milk yield by 100 per cent." 

12. Under feeding is a major hurdle in vertical growth of the sector. This requires a 
shift in current policy that mostly focuses on supply-driven interventions and on 
provision of veterinary services An underfed animal can never give the desired 
results whatever its genetic potential. Therefore, the quality and quantities of feed 
and fodder that are made available are very important in enhancing the productivity 
of the livestock sector. Currently one third of the requirements of feed and fodder 
are met through the utilization of crop residues, one third through grazing and the 
remainder through other crop by-products. The estimates show that on average the 
livestock nutritional requirements are short by 36% of Total Digestive Nutrients 
(TDN) and 25% Total Roughage (DL&DD). Recent research suggests that about 
70-75%, of the feed intake serves solely for the maintenance of the livestock 
(Younas and Yaqoob, 2005). It is the remaining 25-30% of intake that actually 
matters for productivity enhancement. The estimates further suggest that the 
marginal returns from providing larger rations to the existing animal stock in terms 
of additional production of meat and milk could be much higher as compared to 
those of using additional feed to give the same quantity of ration to a larger herd. It 
is therefore incumbent upon government to promote productivity per animal, 
instead of increasing livestock numbers. At the same time government should 
increase its efforts to enhance the quantity and nutritional quality of feed and 
fodder supplies as well as the promotion of commercial processing of balanced 
concentrate rations and the adoption of technologies for forage and crop residue 
storage. 

3.5 Breeding 
13. Livestock production can also be improved through increasing the genetic 
potential by upgrading with improved breeds. The strategy for increased 
productivity in the livestock sector should focus on increasing the productivity of 
existing animals rather than increasing the number of animals in production. 
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Livestock productivity can, in the first instance, be enhanced through improving 
environment, nutrition, reproduction management; animal health etc. however, in 
the longer term, a lasting and more durable change will call for genetic 
improvement. In fact environment and genetic improvement are integral to a robust 
breed improvement strategy. Sustaining livelihoods through livestock farming is 
conditional upon optimal reproductive performance. The most critical issues in the 
breed improvement relate to the limitations imposed through the poor quality and 
limited access to Artificial Insemination (AI) services; poor quality semen; and a 
rudimentary genetic improvement program. It could be argued from the policy 
perspective that AI services do deserve some form of subsidy or public investment. 
However since it is the better off farmers, who are already engaged in commercial 
production and who are better able to take advantage of improving the genetic 
potential of their animals it could then also be argued that AI services are 
essentially of a “private good” nature. There is an urgent need for the 
rationalization of policies relating to breed improvements in order that interventions 
such as AI services or the distribution of bulls / rams or bucks to poorer 
communities are made available according to the economic circumstances that 
characterize each existing production system.. 

3.6 Animal Health Cover 
1  4. Animal Health and Production services fall into six main categories; 

o clinical services, including the treatment of diseased animals, the 
prevention and control of production limiting disorders (internal and 
external parasites), and other preventive services including 
vaccinations against contagious or infectious diseases 

o Breed improvement services including AI or distribution / community 
sharing of male animals. 

o Advisory (extension) services aimed at improving management and 
nutrition 

o Disease surveillance, outbreak investigation, disease diagnosis, 
disease reporting, formulation of livestock policy and strategy and 
public good disease prevention and control.  

o Public health protection services including meat / dairy processing 
inspection and the prevention and control of zoonotic diseases. 

o and regulatory services aimed at ensuring the quality of inputs and 
services, the quality of livestock products entering the food chain 
and the welfare of animals products).  

 
These services can best be provided to the public through a shared responsibility 
of the public and private sectors. At present there is no clear policy and thus no 
strategy to guide investment. The result is that much of the public sectors’ 
resources are wasted in an attempt to prop up a service delivery system that is 
failing and to serve the vested interests of its own employees.  
 
15. Health problems results in sizeable loss in production. Currently only about 
16% of cattle receive the required 2 annual doses of vaccine against Haemorrhagic 
Septicaemia (HS), the most common and, according to livestock keepers, the most 
important infectious disease affecting their livestock. Fewer animals are vaccinated 
against Foot and Mouth disease, where the quality of vaccine currently produced 
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by the VRI is inadequate to cover the three common strains of the disease that are 
endemic in Pakistan and the quantity produced is totally inadequate. The primary 
emphasis on investment in animal health services is on clinical services and as a 
result, endemic disease such as Foot and Mouth Diseases (FMD) are still 
prevalent in Punjab. The limited emphasis on preventive services contributes to 
Punjab's inability to control animal disease epidemics, which undercuts the 
provincial competitive advantage in the national and international market. Due to 
the prevalence of some diseases, the sanitary regulations of many OECD 
countries deny entry of our livestock products. Inadequate levels of parasite control 
and insufficient levels of vaccination result in considerable losses in terms of 
livestock productivity. Due to a shortage of capital, the investment that is made in 
providing public clinical services is also very restricted and does not meet demand. 
Most of the services and drugs that are available go to the better off farmers who 
are able to afford the services of the state employed veterinarians who control 
these limited supplies, leaving the majority of poorer livestock keepers without 
access to any formal animal health services. Although state employed 
veterinarians do provide private services, after government hours, these services 
are restricted once again to better off farmers and are inefficient due to lack of 
capital or access to credit to purchase drugs and above all due to current policy 
and legislation under the control of the Ministry of Health which restricts the sale of 
medicines to pharmacists. This policy not only denies the veterinary profession the 
(very necessary) opportunity to profit from the sale of medicines to livestock 
keepers it also encourages the misuse of medicines by farmers and others who are 
able to freely purchase and use any medicine they want without prescription or 
appropriate advice concerning its correct use. The policy and legislation regarding 
the control and use of veterinary medicines requires urgent review and revision. It 
is strongly recommended that such controls be placed in the hands of the 
veterinary profession who are better placed and have a keener interest in ensuring 
its enforcement.  
 
16. There is thus an urgent need for the review of livestock policies with a view to 
redefining the roles and responsibilities of the public and private sectors. These 
roles should be defined along the principles of “public” and “private” goods. The 
public sector should withdraw from its involvement in commercial activities and 
reallocate its resources towards investment in its core functions.  

3.7 Marketing 
17. A well chalked out marketing strategy is essential to exploit the enhanced 
productivity of the livestock sector. Unless livestock products are efficiently 
marketed, the livestock farmer is unlikely to be able to increase his income. 
Marketing research should focus on the ‘commodity chain’ that links rural livestock 
farmers and their products to regional, urban or peri-urban markets. There are 
many places where the linkages could be reformed for pro poor benefit. The 
Punjab Economic Report highlights the following factors as hindering the effective 
functioning of agricultural markets: 
  

• Public sector domination of such markets resulting in highly bureaucratic 
administration lacking effective private sector involvement. This generates 
inefficiencies and administrative anomalies and discourages private 
investment in market infrastructure 
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• Lack of market infrastructure: These include poor transportation linkages 
and other support facilities like non-availability of ramps for 
loading/unloading of animals from trucks. PER mentions that the available 
market infrastructure is also biased toward major crops with inadequate 
attention to livestock. 

• Poor market information due to prevalence of primitive price collection and 
dissemination system As a result market supplies usually do not match 
demand, and do not reflect the quality demanded by consumers. Gluts and 
shortages in agricultural commodity supplies are common and discourage 
long-term investment in the agricultural sector 

• Missed opportunities for diversification: These include lack of proper 
infrastructure for export markets. 

• Grades and standards as a major bottleneck: These include lack of properly 
defined, formalized and universally accepted standards and poor 
monitoring of any standards due to lack of credible sanitary and phyto-
sanitary laboratories and trained manpower to test and implement 
standards. 

3.8 Extension Services 
18. Extension services are important for bridging the knowledge gap of farmers 
and for ensuring their active participation in sector growth efforts. Traditionally, the 
agriculture sector has concentrated its investment on the conventional ‘train and 
visit’ approach for extension services. However these efforts have been marred by 
limited monitoring (resulting in ‘ghost’ workers and trainings!); limited access to 
farmers (due to few institutional channels for ensuring access to poor and landless 
farmers, like farmers cooperatives etc. as exist in many parts of India); and low 
effectiveness (outdated knowledge of trainers, supply-driven trainings and not 
needs-based, lack of follow-up, feedback mechanism). The generic problem is that 
the progressive farmers seem to be ahead of the state while the state does not 
reach and target the poor and landless farmers. In these circumstances, innovative 
use of alternative media, especially electronic media would appear to deserve 
more attention. Radio, in particular, could be an effective channel to create 
awareness among the rural poor through popular programs. Here the need is more 
for change in communication strategy for effective outreach of extension services 
and the adoption of more creative approaches and the production of popular 
programmes. The widespread use of radio soap opera for livestock sector 
extension services in Europe and parts of Africa could serve as useful models to 
emulate. 

3.9 Poverty Linkages 
19. The livestock sector has close links with poverty reduction. The most effective 
means of alleviating poverty is introducing measures that target the poor directly. 
Livestock production is one important enterprise in which small scale rural 
producers can successfully engage to improve their livelihood and obtain a 
relatively constant stream of income thus moving from subsistence to market 
orientation. However, the low productivity of the livestock sector has added to 
further income inequalities of the livestock farmers. Available literature confirms 
that the majority of rural non-poor depend on crops and the poor depend mostly 
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upon livestock (Malik 2003). Similarly the proportion of households that depend on 
both, crop and livestock is substantially higher for the non-poor [FBS (2001) and 
Nazli (2003)]. These studies also indicate that the majority of the poor are landless 
or small farmers. It is important therefore to analyze in depth the disaggregated 
growth rate for agriculture based on its component parts (livestock) to determine its 
relationship with rural poverty. Therefore, any investment and improvement in the 
livestock sector would directly target the poor. Livestock can play an important role 
in the process of income generation. Adam and He (1995) termed this as inequality 
reducing source of income. Kurosaki (1995a, 1997) documents that livestock 
contributes to households’ consumption smoothing and that the increased share 
of the livestock sub-sector in agricultural value added in Pakistan should have 
enhanced living standards of poorer households in rural areas. A majority of the 
poor households, especially those who are landless or small landowners, depend 
on livestock for income. Nazli (2003) found that 47 percent of rural households 
depend either on farm or livestock for their livelihood while 13 percent households 
depend solely on livestock. The incidence of poverty is found highest among these 
households. Data from the HIES (2001-02) however, indicates that income from 
livestock is a small proportion of overall household income (less than 2 percent) 
and that it increases only marginally across income quintiles. The enormous 
potential of the livestock sector has yet to be harnessed to combat poverty and 
enhance economic efficiency.  
 
20. A DfID (1999) study suggests that if livestock development is to contribute to 
poverty reduction, then it must be structured to result in (1) a reduction in the cost 
of food, (2) an increase in the employment of the poor, or (3) an improvement in 
the livelihoods of the poor. It suggests that the most effective way of increasing 
poor people’s consumption of livestock protein is likely to be not by increasing 
market supplies of products that the poor cannot afford to buy, but rather by 
increasing poor people’s production of livestock for their own consumption. Thus 
programmes that, for example, increase the ownership of livestock amongst the 
poor are likely to have a greater impact on consumption than programmes that 
increase market supplies of livestock protein. Another approach is to create higher 
demand for the labour and services provided by the poor. However, the spill over 
effects from such growth is likely to be more limited in the livestock sector (DfID 
Study 1999) because large-scale livestock production tends to be capital and 
energy intensive as opposed to labour intensive. Growth in the large-scale 
commercial sector is therefore unlikely to generate significant additional 
employment opportunities for the rural poor. A preferred approach is to make best 
use of labour-intensive innovations that make use of surplus family labour and, to a 
lesser extent, create some local employment opportunities for non-family 
members. The Study reveals that on balance it is likely that greater employment 
opportunities for the poor will be created by enabling the poor to raise livestock 
than by alternative strategies designed to increase production on other farms. The 
third approach works directly with the poor to enhance the contribution livestock 
make to their livelihoods. A livelihood-based approach is likely to have the greatest 
impact on rural poverty. A key feature of livestock-keeping by the poor is the 
diversity of ways in which livestock support livelihoods.  
 
21. Although the economics of livestock production is heavily distorted in favour of 
large-scale producers, yet this sector has enormous potential to combat poverty 
and strengthen the economic growth. Its projected growth in livestock offers a 
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unique opportunity; a rapidly growing market of which many rural people already 
have the experience and which they can enter without the need for substantial 
resources and training. Enhancing livestock production doesn’t offer a universal 
solution to rural poverty but for many it represents a practical way to build assets 
and financial security. Livestock development is imperative for strengthening of the 
national economy as it has full potential for job creation, meeting food requirements 
and taking a very active part in export drive in globalization. 
 
22. Available research and regional experience shows the limited impact and 
potentially anti-poor impact of stand-alone breed improvement efforts. This is 
because for breed improvement to translate into higher yields and incomes, 
considerable, and quite costly, complementary investments are needed in other 
inputs to livestock production which may be unaffordable for the poor and landless 
farmers. This is analogous to the risk-averse response of subsistence farmers 
towards adoption of HYV of crops. This is not necessarily a limiting constraint but 
points to the need for a comprehensive review of livestock sector policy and 
development strategies covering all the aspects of livestock farming including 
access to credit. 
 
23. Missing marketing channel of livestock products is other important feature of 
livestock farming. Despite enhanced productivity the poor livestock farmer is not 
able to increase his income by utilizing the arbitrage opportunities due to the 
substantial milk price differential in rural and urban areas. Farmers are mainly 
engaged in keeping livestock as a subsistence activity. To make this activity more 
commercialized and to ensure better price, farmers need to gain access to better 
marketing facilities. About 66% of the national milk produce is contributed by 
Punjab. Available data show that due to improper milk handling, storage, 
transportation, infrastructure and untimely processing almost 30% of the milk is 
wasted. Moreover, only 4-5% of the milk produce is processed and the rest is 
consumed in the local market. This is another factor that limits the export potential 
of the livestock sector. The available estimates suggest that this is true for meat 
and other livestock products as well. This requires dissemination of better 
processing techniques, establishment of effective marketing outlets and 
propagation of mechanisms for converting excess milk into milk products like 
powdered milk. 

4. Current Sector Strategy 

4.1 Department overview 
24. Livestock and Dairy Development Department was established in 197 and 
currently has staff strength of 11,290 who manage 4473 small and large animal 
hospitals, research institutes, labs, farms etc (Annexure). Punjab is home to a large 
population of livestock with a wide variety of species and breeds. The livestock 
population comprises 10.95 million cattle (46% of the total), 17.9 million buffaloes 
(67% of the total), 6.44 million sheep, 20.24 million goats and 266.4 million poultry. 

4.2 Overview of Current Activities 
25.  The livestock sector is attempting to pursue some development initiatives 
aimed at reduction of poverty and employment generation. Recently, the 
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department has started a scheme whereby unemployed rural youth are trained to 
provide artificial insemination and vaccination services, however little thought has 
gone into the sustainability or economic viability of such service providers. For 
instance access to unrestricted sources of inputs would be essential ingredients of 
a financially viable service based on consumer demand. There have been about 
150 centres which are imparting this training. The trained youth are expected to 
find employment in the private sector through different targeted interventions. Each 
trainer is given about Rs.1000 for training one batch of the Village Veterinary 
Workers (VVWs) (L&DD). In this way it is expected that both the trainer and the 
trainee will benefit. It is suggested that these VVWs could find employment as 
service providers for vaccination and insemination services. Indeed some of the 
VVWs have found partial employment for such interventions through the provision 
of insemination kits under a loan scheme offered by the Bank of Punjab. However, 
the demand for AI services alone is unlikely to provide a satisfactory income for 
most of these service providers. Furthermore, the investment in the equipment 
required is also at considerable risk, since it is unlikely that the margins on the 
provision of such low demand services will be sufficient to repay the loans.  In 
addition, currently the quantity and quality of both semen and vaccines are so 
limited that these service providers will have a very tough time establishing any 
kind of credibility amongst the farming population. 
 
26. A more holistic approach to service provision, tailored to meet actual demand 
of livestock keepers, is more likely to be sustainable in the longer term. Such 
service providers need to be trained to provide a basic clinical and advisory 
service. They must be linked to a private professional who can provide additional 
training as and when required, day to day technical support and above all who can 
provide an unrestricted supply of quality assured inputs in the form of medicines, 
vaccines and other inputs, such as semen, according to demand. As the demand 
increases, so other skills can be added to their repertoire. 
 
27. The government is also undertaking some projects that are aimed at 
generating economic opportunities for self employment particularly for the rural 
women. For this purpose a number of projects have been proposed under Baitul 
Mal and Zakat Funds. (Annexure V). These projects are planned to directly target 
poverty reduction through creation of sustainable livelihood. These projects would 
also ensure propagation of quality breed of sheep and goats and marketing 
system. A pen of Ewes (three females and one male sheep/goat) will be distributed 
to the deserving landless population. It is expected that about 36000 people would 
be employed including rural women through these initiatives. The government has 
launched a Chief Minister Self Employment Scheme. The scheme offers loan 
through the Bank of Punjab, Punjab Small Industries Corporation (PSIC), and 
Punjab Provincial Cooperative Bank Ltd. (PPCBL) to deserving livestock farmers 
for undertaking projects and generating self employment opportunities. An amount 
of about Rs. 2.16 billion has been allocated for this scheme. It is expected that 
about 86,400 people will be employed through this scheme. 
 
28. Under genetic up gradation strategy, the livestock department is planning to 
undertake some 12 new projects. These projects would focus on expansion of 
artificial insemination services, establishment of new semen production units, 
research in breed improvement and genetic engineering and etc. similarly under 
the expansion of animal health services and qualitative and quantitative up 
gradation of laboratories and research institutes, the department is pursing or 
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planning to initiate some 11 projects in the Punjab. To upgrade feed resources 
special projects are proposed (3). To enhance the department capacity and 
strengthen research facilities the government is also undertaking 3 programs. 
Under the strategy of improving the marketing system special the government is 
planning to undertake 13 projects. Detail information is available in the given 
annexure. 
 
29. During 2003-04, the Livestock and Dairy Development department produced 
about 110.13 million doses of vaccination and vaccinated about 53.295 m 
livestock. Similarly about 1.541 million of semen doses were produced and about 
1.1 million doses were administered (annexure). Punjab has produced about 
18.862 million tonnes of milk during 2003-04 that is 66 percent of the total national 
produce. It produced .500 million tonnes (46% of the national produce) of beef, 
.239 million tonnes (33% of the national produce) of mutton and .302 million tones 
(75% of the national produce) poultry meat. 
 
30. Milk production in Pakistan has increased by 17 percent over the past decade 
and was recorded at 32.9 million tons in 2003-04. This output level is still far below 
the national potential and is way below actual demand. This increase recorded so 
far is largely due to rise in number of animals rather than an increase in per dairy 
animal yield. The productivity (annual yield per dairy animal) is one fifth that of 
Germany, even though Pakistan has three times the number of cattle in Germany 
(PPLPI Working Paper No.3). International comparison shows that the productivity 
of New Zealand dairy animals is three times the Pakistan average. One American 
cow produces as much milk as seven cows in Pakistan. This difference is due to 
variety of reasons that include better genetics and technology, animal health 
services, proper nutrition and etc. Although the reasons for such low productivity 
are generally well understood and the interventions needed are also commonly 
cited, yet there is not much realization of the need for governance and institutional 
reforms that can address the core problem in a market-augmenting manner. 
 
31. The available data show that the budget allocations have not been fairing well 
with the Livestock and Dairy Development Sector. Despite its impressive 
contribution to the GDP and rural economy, it has been receiving very small 
allocations. Its share of budgetary allocations for agriculture has never been more 
than 5% until 2001-02 (Annexure). Similarly, the development budget allocated to 
the livestock and dairy development department has never been more than 2% 
until now which means 98% of the total allocation went to the non-development 
side. Indeed, this kind of resource allocation is a great concern. In 2003-04, 16% of 
the total allocation was meant for the development side. For 2004-05, it is about 
15.22% of the total budget estimates (L&DD Annual Report 2003-04). Table 1 
below shows the details. 
 

TABLE 1 
 Share of Livestock 

owners (%) 
No. of Milch Animals 
Owned (in millions) 

Landless 38% 10 
Landholders with <5 acres 33% 15 
Landholders with >5 acres 29% 20 

Source: Idara-e-Kissan. 
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32. The majority of livestock farmers are landless. Therefore, livestock and dairy 
farming is a subsistence sector for a large segment of the rural population. These 
landless livestock farmers also provide seasonal casual agricultural labour for the 
agriculture sector. These landless livestock owners thus not only raise livestock but 
also help the landed agriculturist and make valuable contribution to the national 

conomy in the agriculture sector as well. e 

4.3 Analysis 
33. In rural areas farming, livestock, and non-farm activities are the major sources 
of employment and income. The incidence of poverty is found to be higher for 
those who depend solely on livestock and lower for those who have both crop 
farming and livestock activities (Malik, 2003). FBS (2001) observes that a majority 
of the non-poor depends on crops while the poor depend on livestock. The 
percentage of households that depend on both crops and livestock is substantially 
higher for the non-poor. This clearly indicates that the poor not only tend to be 
landless or small landholders but also have more difficulty in managing risks 
because of the inability to diversify their production. L&DD has tremendous scope 
for pro poor growth as the value of milk is more than that of major crops in Pakistan 
(PRSP 2003). However, the affluence of the livestock sector cannot be ensured 
without increasing milk and meat production. The increase in production of milk 
and meat is dependent on the following factors; 

 
1. Improved Nutrition – through improved quantity & quality Food and 

Fodder 
2. Improved access to affordable Animal Health and allied services 
3. Genetic Improvement  
4. Improved Marketing opportunities 
5. Improved Institutional capacities at all levels in the management of 

services 
 
34. If any of the players is not performing its role, the livestock sector will suffer. 
Quality bulls and cattle/buffalo may enhance the production capacity (milk and 
meat etc); however, if they are underfed, the results could be otherwise. Moreover, 
a sick cattle/buffalo cannot perform well even if it is of superior quality. Similarly if 
the quality, feeding and health of the livestock is good but the product (milk, meat 
etc) is not being properly marketed, the livestock farmer may not be able to 
increase his income. So, to alleviate the poverty of the livestock farmers, all of 
these partners are important. The government needs to rationalize its approach 
and prioritize its investment in order to ensure that livestock keepers gain 
unrestricted access to the services they most need.  An improvement in any one of 
these fields would result in enhanced production capacity of the livestock. This will 
ultimately enhance the income of the livestock farmer. The department should 
adopt a two pronged strategy to take on the challenge of poverty and economic 
growth. 

i. Food and fodder 
35. Improved husbandry practices would inevitably increase demand for more 
nutritious feed like oilseed, grains and molasses. Therefore, the nutrients would 
have to be imported due to unavailability of the same from the domestic resources. 
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This could be again an expensive option. One problem is lack of ability to transfer 
feed and fodder from ‘Flush’ Rabi season to the ‘Lean’ Kharif season. This has a 
direct bearing on the productivity of the livestock. Less availability of grass and 
fodder for the animals during Kharif reduces milk production by half while milk 
production is doubled during the Rabi season also known as the Flush Period. 
There are various kinds of grass and fodder. Barseem (Egyptian clover) is the most 
effective source of feed and fodder which is available in Flush Period. It gives six 
cuts and keeps on growing after six cuts. However, in the Kharif or lean period, 
there is no multi-cut crop. The farmers could use ‘Jumbo’ a substitute for Barseem 
and a cross breed of maize and sorghum. This multi-cut grass is imported. If crop 
availability could be ensured in the lean period, the production could be enhanced 
in the lean period as well. If we compare the multi-cut grass with our common 
fodder grass, the ‘Jumbo’ comes out to be very expensive18. Subsidy from the 
government may not be feasible being expensive and uneconomical. However, the 
option of storage of grass fodder could be employed. There are storage devices 
where storage process completes within 29 days. This stored fodder could be used 
through out the year. 

ii. Breed improvement 
36. Reproductive technology in practice is Artificial Insemination (AI). Currently 
supply of semen doses is limited to only 22 districts of Punjab. Remaining 12 
districts don’t have the facility at all (L&DDD). The department statistics show that 
currently, about 6% buffalos & 22% cattle are bred through AI. There are 150 AI 
centres and 595 Sub-centres producing 1.4 million semen doses annually. The 
remaining stock is either bred naturally or is not bred at all. This is because of the 
acute shortage of the elite/quality bulls. According to the Livestock Census 2000, 
46% of the villages of Punjab are deprived of breeding bulls. The Census further 
reveals that for every 132 buffalos there is one bull. However, for better results one 
bull should cover 70 buffalos (L&DDD). Research shows that late maturity and long 
calving are crucial for reproductive efficiency.  
 
37. Breed factor is considered to be the second most important reason of late 
maturity and long calving. While shortening of service period by one day yields an 
increase of 5-7 litres milk, the shortening of calving interval by one oestrus cycle 
results in additional 105-147 litres milk.  Reproductive disorders in females lead to 
substantial economic inefficiency. The studies show that Punjab is loosing about 
11.57 million tones of milk and 4.78 million of calves each year on account of this 
reproductive disorder. When converted this loss comes out to be about Rs. 120.66 
billions in buffalos and Rs. 3.920 in cows. 
 
38. Livestock and Dairy department mainly concentrates on breed improvement 
through highly subsidized provision of Artificial Insemination. One AI costs the 
department about Rs. 115. However, the breeder is charged only Rs. 30 (World 
Bank 2001). This is official fee for each AI service. This subsidy is costing the 
government about 127.5 million Rs. (1.5 m. doses * Rs. 85) and appears 
misdirected since AI is clearly a private good and since the subsidized service is 
not even reaching the needy poor and landless farmers. There is a need to rethink 

                                                 
18 The common grass fodder costs about Rs. 8 to10/Kg. This gives the one month cost of about (8*40 
Kg = Rs. 320 where the same amount of jumbo costs about Rs. 1200. 
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both this across-the-board subsidy and the appropriate delivery mechanism for 
targeting the poor and landless farmers. 
 
39. Major emphasis is given to breed improvement in Punjab. however, for better 
results, a comprehensive framework should be adopted where the other expensive 
interventions (food and fodder, veterinary services, marketing facilities etc) are also 
provided to the livestock farmers to improve the livestock sector and hence their 
living standards. Major emphasis should be laid on producing high progeny tested 
bulls of milch buffaloes and cows and for their distribution in the villages 
supplemented with the increased facilities for artificial insemination (AI).The non-
descript bulls or bullocks be castrated. Similarly, non-descript cattle breeds should 
be improved by cross-breeding with qualified bulls and exotic species to produce 
properly identified and registered animals. All male calves born out from the cross-
breeding be castrated at young ages and raised for beef. The government-run 
buffaloes and cattle farms could be exclusively made responsible to produce elite 
buffaloes and cattle bulls for the AI.  

iii. Marketing 
40. Reliance on traditional marketing systems result in suboptimal outcomes – 
causing wastages, preventing the livestock owners from getting a fair price and the 
consumers from getting quality products at fair price. Such systems are of two 
types. The first category is of the owners of milch animals. They, due to marketing 
problems such as the transportation problem, distance to cities, failure to get fair 
price, fleecing of the middleman and above all short span of dairy products either 
concentrate on domestic consumption or sell it to neighbours within the village 
vicinity. The second category is of traditional milk collectors (Gowalas / dodhies) 
who purchase milk from the villages and take it to urban and semi-urban areas on 
bullock carts, horse-driven carriages, cycles and motor-cycles. They sell the milk to 
middlemen, shopkeepers or supply at the doorsteps of city consumers. The 
doorstep selling of adulterated and hygienically unsafe milk is still in practice 
because of it being cheaper than the processed and packed ones.  
 
41. Literature suggests that development of farmers associations is an effective 
strategy to ease marketing constraints. This is borne out by global experience. The 
success of the milk cooperative movement in Indian state of Gujrat and its later 
extension throughout the country and the current success of Anand Milk Union 
Limited (AMUL) are a testament to the efficacy of this strategy. This is also 
validated by the experience of the well-functioning cooperative in Punjab known as 
Idara-e-Kissan. The Idara-e-Kissan is a non-government organization (NGO) that 
was established in 1983 under a bilateral agreement between the governments of 
Pakistan and the Federal Republic of Germany. In the first phase about 45 villages 
and 15,000 farming and landless households were selected from Pattoki, Kasur. 
Later some more villages from Okara and Kasur were also included and the 
number of villages increased to about 100. To help farmers in marketing their 
produce, an extensive system of milk collection, processing and marketing has 
been evolved by the Idara-e-Kissan. After collection of milk from the selected 
villages, the milk is sent to Pattoki milk processing plant. The processed milk is 
marketed through an extensive distribution system. These commercial activities 
have effectively increased the income of the landless and small farmers. This 
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system has also added to the financial sustainability of Idara-e-Kissan. As a result 
it is expanding to other areas in Punjab such as Sargodha, Arifwala and Layyah. 
 
42. Another initiative on a similar pattern has recently been taken by the 
department involving handing over management of two livestock centres in 
Bhakkar district to National Rural Support Programme to be run professionally on 
the pattern of Idara-e-Kissan. The idea is to link these farms with extension 
services in adjoining areas, integrate households through NRSP (formation of 
community organizations), and strengthen productive enterprises through provision 
of microfinance and creation of marketing channels. The pilot project, if successful, 
would be extended to the other farms. Similarly the department is contracting with 
Punjab Rural Support Programme for establishment of milk cooperatives in nearly 
500 villages in Sialkot, Gujrat, Wazirabad areas. 
 
43. Policy makers in Punjab seem to have learnt a lesson from the experience of 
Idara-e-Kissan as reflected in plans to rapidly replicate this experience in other 
districts. However they need to be cognizant of the key lesson from this or any 
cooperative experience that there are limitations of top-down expansion 
approaches. Cooperative development approach requires time and commitment for 
which there is no short cut. Thus there is a need to properly set up receiving 
mechanisms in the form of farmers associations or cooperatives before instituting 
certain high-end interventions like provision of milk cooling tanks to obviate the risk 
of either elite capture or the risk of failure and default. 

5. Proposed Strategy 
44. Following an extended period of relative neglect, the recent turnaround in the 
fortunes of the sector in Punjab is a positive sign. The Annual Development 
Programme of the department for the year 2005-06 has been increased from Rs. 
208 million to Rs. 500.332 million (141% increase) while funding for the department 
under ASPL-II Programme has been increased from Rs. 270.44 to Rs. 770.227 
million (185% increase). In the wake of increased attention and funding, the 
department is currently undertaking a number of development projects while many 
others are in the pipeline. Many of these projects make good economic sense. 
However there is a need for conducting proper financial and economic analysis of 
all these projects. A preliminary cost-benefit analysis done for this study reveals a 
wide variation between different projects. This calls for a detailed financial and 
economic scrutiny, prioritization of the projects and picking of projects with the 
greatest economic returns. The department can, if needed, contract out the 
conduct of such analyses and also seek the support of the P&D department. Then 
there are implementation issues with regards to most of these projects. 
Conceptually it makes sense to have some of these projects in the purview of the 
provincial government (like research, epidemic prevention) but most others should 
ideally be handled by the district governments since livestock is a devolved subject 
and since decentralization offers the promise of better service delivery through the 
dynamics of greater information and accountability at local levels. The province can 
fill the gaps, if any, left by the district governments. 
 
45. The projects currently being implemented by the department are as under: 
Livestock Nutrition 
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a. Establishment of Animal Feed Mills at 5 different farms to increase the 
nutrition status of animals under ASPL-II Programme. 

b. Establishment of Mini Feed Mills through public private partnership in all 
Districts of Punjab under Agri Business Programme. 

c. Distribution of Urea, Molasses and Mineral Blocks to livestock farmers 
under Dera II Project. 

d. The department is already running a successful programme for the 
preparation and distribution of cattle feed namely “Anmol Wanda” for 
livestock breeders/ farmers. 

Livestock Breeding (Improvement of Genetic Potential) 
a. Strengthening of existing SPUs in Punjab 
b. Improvement of semen quality. 
c. Strengthening the existing network of A.I. Delivery Services. 

Livestock/Animal Health 
a. Support services for livestock farmers phase-I, phase-II. 
b. Establishment of additional disease diagnostic laboratories in Punjab. 

Fodder. 
a. Introduction of high yielding fodder varieties and seed production through 

public-private partnership. 

Marketing. 
a. Punjab Milk Enterprises Development Project. 
b. Establishment of Milk Processing Plants and Milk Collection Centres in 

Layyah and Sialkot districts. 
c. Establishment of modern abattoirs at Lahore and Rawalpindi. 
d. Establishment of model slaughter houses at each tehsil in Punjab. 

Vaccine Production. 
a. Strengthening of existing facilities at VRI, F&MDRC Lahore. 
b. Research, Efficacy, Reference Lab and provision of Cold Storage and 

Chain facilities of vaccines at VRI and F&MDRC in Lahore. 

Research and Education. 
a. Upgradation of College of Lahore Veterinary Science as University of 

Veterinary and Animal Sciences (UVAS), Lahore. 
b. Establishment of Buffalo Research Institute at Bhunikey, district Kasur. 
c. Research Centre for conservation of Sahiwal cattle at Jhang. 
 

Human Resource Development. 
a. Chief Ministers’ Self Employment Scheme for opening of livestock, dairy, 

poultry and fish farms through distribution of loans on soft terms by the 
financial institutions. 
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b. Establishment of training facilities for VA’s, AIT’s and Lab technicians 
through public-private partnership. 

c. Crash programme for Village Veterinary Workers for livestock fattening, 
village poultry and animals treatment. 

 
46. The department needs to be clear about its role and concentrate on its core 
public goods functions. Other functions like animal health services and artificial 
insemination should best be left for the private sector with regulation by the 
department. The department considers breed improvement and artificial 
insemination as areas for privatization leaving the public sector with a regulatory 
and quality control role in order to monitor disease-free and quality seeds and 
adoption of processes causing no injury to the animals. The primary functions of 
the department should be limited to prevention of epidemic diseases (although 
prevention does not necessarily imply provision by the government), provision of 
extension services and research. There is hardly any justification for carrying on 
certain commercial activities. These include establishment of modern abattoirs. 
There are two such projects currently with the Lahore project including cold storage 
and cold chain facilities is being planned at a cost of about 2 billion Rs. In view of 
its commercial nature, the past history of such projects not taking off in the public 
sector (e.g. the abattoir at Sihala, Rawalpindi) there is a need to rethink the state 
priorities. Similarly the department is holding on to about 69,000 acres of cattle 
land and selling/leasing of these lands can generate financial resources and free 
human resources for use in other high-priority areas. Moreover the department 
needs to further the process of decentralization to district governments by 
devolving more administrative and financial powers, by involving the districts in 
sector planning and major initiatives, and by capacity building of district livestock 
offices. Most of the sector interventions need to be housed in the districts with the 
province only taking up areas with inter-jurisdictional spillovers like research, 
epidemic control, investments in education and training of skilled sector specialists 
etc. 
 
47. The department rightly considers lack of trained manpower as a key constraint 
in the development of the sector. This is an area where the public sector has to 
play a lead role at least for the medium term as without this basic investment in 
trained manpower, even the private sector cannot deliver. Thus the public sector 
can and has to provide a breakthrough to the private sector through some critical 
investments. There is a serious supply constraint at present regarding the number 
and quality of skilled livestock specialist at various levels. Many of the more 
qualified specialists from the department, and many more from the private sector, 
are leaving public service and going abroad. This is confirmed by recent 
employment experiences where the number of applicants fell short of even the 
number of vacancies. The quality of the manpower available is another serious 
problem reflecting past neglect of training and educational institutions (lack of 
updated syllabi, modern laboratories and other facilities, poor incentives for highly 
qualified teachers, little research and low dissemination of whatever research takes 
place, and other issues). The department is rightly focusing on this issue by 
targeting increase in capacity of training/educational institutions and by targeting 
improvement in quality. The department is doubling the intake capacity of existing 
institutions for veterinary specialists and veterinary assistants by measures like 
introduction of evening classes, payment of allowances to teachers and stipends to 
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students etc. The goal is to enhance the intake even more rapidly in coming years. 
The department is also targeting capacity building of departmental staff in planning, 
financial management, economic policy analysis and related areas in a programme 
with European Union support and which is to be implemented at elite local and 
international institutes. 
 
48. Another area of concern is removal of price controls for meat and beef that act 
as disincentive for private sector investment in these sectors. This may have an 
adverse impact in the short run in the form of escalating and fluctuating prices but 
given removal of policy distortions, the market competition would induce a supply 
response to finally result in an equilibrium providing greater output at competitive 
prices. A comparable example is the poultry sector where there are no price 
controls thus ensuring adequate returns to private investors as per prices freely 
determined in the market according to supply and demand dynamics. This has led 
to substantial private investment in the poultry sector to the extent that today not 
only is the province meeting its white meat demand but all aspects of the poultry 
industry, including feed industry and vaccination etc, are taken care of by the 
private sector with hardly any role for the government. 
 
49. In terms of research, there is a need to improve linkage and communication 
between research and extension. There is a need for initiating demand-driven 
research and not supply-driven. One way of doing this is to establish an 
Endowment Fund for Livestock Sector Research to be run as an autonomous 
institution by experts with seed funding by the government. This could be a 
challenge fund where anyone desiring to conduct research in the sector could 
apply and get funding. 
 
50. In terms of prevention of epidemics, the department should concentrate on 
some key functions which are not being done presently and without which the 
sector cannot be organized on a modern, commercial and export-oriented basis. 
These functions include: 

• Trans-boundary disease surveillance. 

• Disease outbreak investigation. 

• Disease diagnosis system. 

• Disease reporting system. 
 
5.1 Extension services 
51. Another area which needs attention is to improve and extend veterinary 
services to village-level. Production of green fodder should be increased by 
growing high yielding varieties and following improved agronomic practices. The 
animal herders at village level should be educated to use urea and molasses with 
roughages for improved nutritive value. The depleted range lands in desert, arid 
and semi-arid regions should be improved by adopting well-established technology 
for each region. Scattered livestock herders should be organized on community 
basis. Arrangements should be made to collect and take milk to the nearest centre 
for chilling before transporting the same to a processing plant. The village 
organizations should be provided advisory services and training for better 
management of their animals by improving their breeds, feed, and health. 
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Necessary veterinary services should be provided at grassroots level, besides 
improving their marketing system. 
The department needs to improve and extend veterinary services to the village-
level through the following actions: 

o Production of green fodder should be increased by growing high 
yielding varieties and following improved agronomic practices. This 
requires not only better extension services but also undertaking 
complementary interventions, e.g. provision of credit for undertaking 
the initial investment.  

o The animal herders at the village level should be educated to use 
urea and molasses with roughages for improved nutritive value.  

o The process of depletion of range lands in desert, arid and semi-arid 
regions should be targeted in order to decelerate and hopefully to 
reverse the process. This requires involvement of local communities 
and area development programmes to develop the right mix of 
technical and social interventions. For instance it may imply utilizing 
the suitable technical solutions for each area (e.g. for reversing 
water logging and salinity) and appropriate social-legal measures for 
protecting common lands..  

o Wherever possible, scattered livestock herders should be 
encouraged to get organized on a community basis for better 
access to public and private services and for developing better 
marketing outlets. This should at least be attempted for those 
groups of herders who already share mutual interlinkages and thus 
have the potential of getting organized in cooperatives. 

o Arrangements should be made to collect and take milk to the 
nearest centre for chilling before transporting the same to a 
processing plant.  

o The village organizations involved in livestock and cooperative 
activities should be provided advisory services and training for 
better management of their animals by improving their breeds, feed, 
and health. Necessary veterinary services should be provided at 
grassroots level, besides improving their marketing system. 

5.2 Food and Fodder 
52. To improve and maintain an internationally acceptable level of livestock 
nutritional standards and feeds quality some specific interventions are given. 

1. Establishment of a Livestock Feeds Standards to be met by feeds 
manufacturers and importers  

2. Provision of Feeds Quality Assurance Services to farmers, feed 
manufactures and distributors  

3. Establishment of nutritive values of local pastures and feed ingredients and 
to investigate feed combinations of local feed ingredients. 

5.3 Animal Health Services—Privatization 
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53. Economic theory suggests that the appropriate role of state is to provide public 
goods and to address market failures while leaving private forces for providing 
private goods. The livestock and dairy sector in developed countries is organized 
on this principle. Developing countries, including Pakistan, have generally opted for 
a public-sector focused and subsidized approach to provision of livestock services, 
especially animal health services. The limitations of this approach in terms of poor 
targeting and lack of financial sustainability have forced many countries in Africa 
and elsewhere to resort to market-friendly approaches to service delivery. This has 
led to moves towards gradual privatization of animal health services in many 
countries. These include some African countries like Tanzania and Kenya and 
some states in India. 
 
54. A clear division of responsibilities of public and private sector seems imperative 
for effective veterinary service delivery and prudent utilization of public resources. 
Indeed, the existing market opportunities and the infrastructure would determine 
the level and mechanism of privatization of provision of veterinary services. Roles 
of different partners involved would also need to be redefined. Redefined roles of 
respective players would diminish the clash of interests between the State and the 
private sector. The State should withdraw from all those functions and areas that 
are covered through the private interventions. The private sector should take care 
of their assigned role. The State should not ignore the income differential between 
the state and private employees. The state should provide opportunities and 
incentives to the state employees that are enjoyed by the private sector. 
 
55. However studies done under the New Institutional Economics approach 
suggest the non-viability of models of animal health service delivery in developing 
countries that involve only the veterinarians (Leonard 2004). This is due to 
recognition of the key role played by transaction costs in determining the demand 
for animal health services. These transaction costs include the physical distance 
between the service provider and the service seeker, the social distance between 
them (educational level, status and gender) and access to information. 
Professional veterinarians are based in towns thus involving much physical and 
social distance and information asymmetry. These transaction costs are reduced 
by having a service provider living in close proximity and in whom the service 
seekers have greater trust. The success of the para-professional and community-
based approaches to the delivery of animal health service delivery can be 
attributed to this logic. Thus para-professionals or community animal health 
workers can significantly increase the outreach of veterinary services in 
environments like the Pakistani livestock production systems where most of the 
livestock owners live in rural areas and are involved in mixed livelihood systems 
(engaging in either agriculture themselves or working as agricultural workers). 
 
56. Studies also suggest that such para-professionals should not be left on their 
own but ideally should work under the ‘supervision’ or ‘direction’ of qualified 
veterinarian, with the relationship between them (the supervisory relationship) 
defined under a law and the system regulated by a statutory body. Such para-
professionals should under the law provide a range of defined interventions while 
referring other cases to Veterinary Assistants and the Vets. These are also allowed 
to prescribe over-the-counter drugs themselves while being contractually obliged to 
purchase all their drugs from their supervisor who in turn gets a commission from 
the sale. Woodford (2004) suggests a model of animal health service delivery 
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which is suited to the socio-economic characteristics of the Punjab environment. It 
involves one Veterinarian (Veterinary Officer) supervising a group (four to five) 
Veterinary Assistant (VA). Each VA would supervise a group (say 8 – 10) Village 
Veterinary Workers (VVW) (Annex V). This model has successfully been adopted 
in some of the districts of Tanzania. In this system the VVW would be contractually 
bound to purchase the medicines from their supervisor (VA). This arrangement 
enhances the income opportunities of all concerned. The VVW looks after the 
common health services that do not need professional services. However, in the 
case of complex cases, the matter is referred to the supervisor. A formal contract 
could clearly define the authorities and responsibilities of each tier. VO would be 
responsible for the acts and omissions of his team. This arrangement can only 
deliver through enabling legislation, creation of statutory bodies and establishment 
of new organizational relationships. In this model, the private sector would become 
not only a provider of private goods but also be contracted as a partner in carrying 
out certain public functions under contract or ‘sanitary mandate’. 
 
57. This model thus implies an institutional and regulated private practice with 
incentives package for the professional and technical staff currently serving in the 
public sector and already engaged in part-time private practice to go fully private 
and to engage in full time private practice. These new entrants to full private 
practice could be financed by, say, a Punjab Livestock Foundation that is 
established to support private provision on the pattern of the Education and Health 
Foundations. The Foundation could finance the training of such service providers 
and provide seed money for drugs, medicines, vaccines, equipment etc. Thus the 
model provides ready access to a service provider who is affordable. This model of 
animal health service delivery requires legislation under which private sector 
players would enter into contract or sanitary mandate with the government for 
performing certain public functions. This also entails establishment through law of 
statutory bodies for regulating this system. 
 
58. The public sector could then focus on research, extension and preventive 
services that have significant externalities. These include control of epidemic 
diseases, control of the import and certification of export of animals, certification of 
the quality and of true labeling of drugs and vaccines, inspection of meat and other 
livestock products, supervision of breeding and quarantine centres (Animal 
Protection and Health Division, FAO, 2001). Some of these services could also be 
marketized by charging the beneficiaries full cost of the services and by declaring 
these services as “contestable” and by auctioning to the lowest bidder having 
necessary and required level of expertise and capacity. 
 
59. The department has already taken steps in establishing para-professionals by 
training about 1,000 Village Veterinary Workers (VVWs). Now a European Union 
supported six year national project named “Strengthening of Livestock Services” 
with a Punjab component of Rs. 552 million Rs. aims at establishing a privatized 
animal health service delivery system in six districts (Chakwal, Gujrat, Bhakkar, 
Bahawalpur, Toba Tek Singh, and Kasur). This project, if implemented with full 
departmental support and input and district government ownership, could serve as 
a pilot project for experimenting with alternative, market-friendly and sustainable 
institutional models for animal health services. 

 119 



60. To assure an internationally acceptable standard of sanitation and hygiene for 
meat and foods of animal the livestock sector should also take care of sanitation 
and hygiene standards by. 

1. Setting of Meat Hygiene and Sanitary Standard to be met by all slaughter 
houses, slabs and abattoirs.  

2. Enforcement of International Hygiene Standards in export abattoirs and 
manufacturing plants of animal derived products for the export market  

3. Development of minimum meat preservation requirements for a longer 
meat and meat products shelf life through research.  

4. Monitoring of veterinary drugs and hormone residues in meat and food of 
animal origin in keeping with international requirements.  

P overty Focused Interventions 

61. One of the pillars of Punjab Poverty Reduction Strategy Paper (P-PRSP) is to 
eliminate extreme poverty and hunger through expanded coverage of anti-poverty 
and social protection interventions targeting the poor and the vulnerable but even 
with high growth rates, this goal is unlikely to be achieved unless the growth is 
employment-intensive. Unemployment, particularly in rural areas, has been a 
perennial problem which has accentuated in recent years. The rate of growth of 
employment has been below the rate of increase in the labour force, particularly in 
view of the acute lack of skills among those looking for work in the rural areas. 
 
62. Among the most important public interventions is establishing a market-friendly 
and privatized animal health service delivery. The establishment of such a system 
can be regarded as a public good since, once established through legal and 
regulatory cover, it will serve a public function with returns spilling over what the 
parties directly involved in the transaction would capture. This system can also free 
up scarce human and financial services in the public sector which can then be 
concentrated in poor, inaccessible areas. The state could also think of subsidizing 
poor and landless farmers through focused and targeted interventions. 
 
63. Another pro-poor intervention for the department is to facilitate translation of 
technological breakthroughs into benefiting the livestock owners. One example of 
such breakthroughs is the development of a cheap, ocular vaccine that does not 
require a whole cold chain for the treatment of the high-mortality Newcastle 
disease. The department should ensure that the livestock owners, especially the 
poor and landless ones, get access to this vaccine and are thus able to reap the 
full benefits of this development. 
 
64. Since the livelihood profiles and productivity patterns of the large, landless 
community of livestock owners and the other community of landed livestock 
owners are different, it is desirable to think of nuanced and different strategies for 
the two communities. Since the poor and landless are more productive and depend 
on livestock earnings to a greater extent (and on livestock products for nutrition), it 
appears logical that this group should be targeted for development of dairy sector. 
Such a strategy would mean tapping the potential of a large number of small 
livestock owners. This group of livestock owners would comprise the poor and 
landless and small landowners. Although feed and fodder availability is generally 
proportionate to the availability of land, yet the majority of livestock owners belong 
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to these groups and they own a majority of livestock, as shown by the table at para 
30 above. Thus any move towards enhancing the productivity of livestock cannot 
deliver without targeting this sector. The challenge is to help these groups get 
organized and get access to animal health services, credit and marketing channels 
ideally through their associations. This could mean facilitating establishment of 
farmers associations, provision of micro credit for productive investments, 
consumption smoothing and other targeted interventions. On the other hand, for 
the landed class of livestock owners, a better strategy would be to target them for 
development of large, commercial dairy farms (better left to the market to take 
advantage of opportunities although state can and should facilitate in many ways) 
and for meat production. This implies deregulating meat market, as emphasized 
later, and benefiting from local and export markets. There is again a public sector 
role here as the potential to export meat, particularly to developed countries, can 
only be exploited once sanitary standards and disease reporting, outbreak 
investigation and control mechanisms are put in place. This is explained later. 

65. Recently there appears some realization of the importance of the sector as 
reflected in increased funding and greater projects and in a shift towards a more 
pro-poor focus. In fact the department currently looks at itself as primarily a poverty 
alleviation department. Different loan schemes are being launched for the livestock 
farmers for income generating projects in livestock and poultry sectors. Under the 
Self-Employment Programme, a loaning of Rs. 2.5 billion Rs. has already been 
made by May 2005 against a target of Rs. 2 billion and still more banks and 
financial institutions are interested in joining the scheme. However, loans by 
financial institutions involve collateral and the people who own nothing except one 
or two goats, buffaloes or cows are usually without even the semblance of a 
shelter; they cannot offer any possession to bank as security. Therefore, they are 
in no position to benefit from these recent initiatives. Unless mechanism for 
reaching and benefiting the poor is evolved; loans for breeders would become 
another means of rewarding the already privileged members of the sector or 
relatively less endowed but reasonably well placed members of rural population. 

66. Micro-finance, a recent innovation has evolved as an important economic 
development approach intended to benefit low-income families. The concept 
operates on the principles of social collateral and does not seek physical assets as 
a means of guarantee for getting credit. Beginning in the 1980s, the subsidized, 
targeted credit model supported by many donors was the object of criticism 
because most programmes accumulated large loan losses and required frequent 
recapitalization to continue operating. This led to a new approach that considered 
micro-finance as an integral part of the overall financial system. Though introduced 
late yet micro-finance sector in Pakistan is improving steadily. It is estimated that 
nearly seven million households in Pakistan need micro-finance services. 
However, so far, less than one million of these poor households have been served 
only. Statistics provided by various micro-finance organizations indicate that nearly 
40% of credit so delivered has been invested in livestock and poultry business. 
This clearly manifests the opportunities available in this sector. 

67. Rural Support Programmes are the largest service providers in the micro-
finance sector. Their combined outreach is almost 2/3rd of all micro-credit activities 
in Pakistan and their operations are entirely focused on rural areas. Although these 

 121 



programmes have done a reasonably commendable job yet their outreach is 
limited and they have not been able to reach the poorest of the poor. 

68. Chief Minister’s Scheme for Self-Employment seems to be is also an effort to 
bring different actors in micro-finance and formal banking together to work in 
tandem and follow a focused and well coordinated approach for poverty alleviation 
through investments in Livestock Sector. The partnership includes partners like 
L&DD Department, Bank of Punjab (BoP), Punjab Provincial Cooperative Bank 
Limited (PPCBL), Punjab Small Industries Corporation (PSIC) and National Rural 
Support Programme (NRSP). This collaboration however suffers from following 
anomalies: 

a) Any poverty alleviation effort needs to have an exclusive focus on the poor 
and the poorest of the poor. This partnership lacks any such specificity 
being too broad and generic. No mechanism has been suggested to reach 
the women and landless who are the most vulnerable segments of our 
society. 

b) BOP, PPCB and PSIC are either banks or they operate under banking 
regulations. The regulatory control exercised by SBP does not allow them 
to waive the condition of physical collateral. NRSP, the only partner that 
advances loans on the basis of social collateral has a very limited presence 
in the province i.e. it operates only in 11 districts. Even this presence is 
limited to a small percentage of population only.  Many other partners like 
Khushali Bank, PRSP, Idara-e-Kissan etc., if included may have broadened 
the intended impact. 

c) There are no measurable and time bound targets.  No mechanism is given 
for monitoring, performance evaluation and impact assessment. 

d) No role has been envisaged for district and remaining tiers of local 
government. Participation, accountability and service delivery can only be 
improved, if the line departments under District Government are involved in 
every development effort. This becomes even more important as LDD is a 
devolved subject. 

e) Inadequate awareness amongst the masses about this programme is 
another reason for its limited impact. 

f) The provisions of MoU are heavily distorted in favour of large-scale 
producers. Except NRSP other agencies don’t have any expertise of 
working with the poor. Huge loans may be pocketed by the rural elite and 
either mis-utilized or underutilized.  

69. Besides microfinance through Microfinance Institutions (MFIs), Baitul Mal & 
Zakat funds are other potential source which could be effectively employed for 
poverty reduction. If disbursed through a transparent and fully decentralized 
process these funds can help improve investments in the sector and take the most 
vulnerable away from the clutches of poverty. Proper targeting is the key to 
success of any such programme. The past history of subsidized, poverty-targeted 
projects does not inspire much confidence since these projects were marked by 
different leakage’s and became a source of patronage and rent-seeking, excluding 
the genuine needy, having bogus lists of beneficiaries and widespread political 
interference. For such a fate not to befall the projects targeting the Baitul Mal and 
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Zakat destitute, it is essential that such projects are decentralized and have 
effective community participation. This could help in assessing the extent to which 
beneficiaries meet the eligibility criteria. 

70. Increased livestock population may also have some negative repercussions. 
The increased population of livestock although provides nourishment to human 
beings, yet it competes with them for land, water and food resources that are 
already scarce. Unabated increase in animal populations is obviously not a 
solution. The appropriate way to go forward is through increases in yield and not in 
number through better genetic technology, animal health care and more nourishing 
feed for livestock. This strategy can help the low-income groups in procuring 
sustainable livelihoods in rural and peri-urban areas. 

71. Microfinance does not mean provision of micro-credit only. It is a much larger 
concept entailing micro insurance, savings and micro-leasing. Micro credit in rural 
scene may be counter productive if it is not combined with other micro-finance 
products. There are scores of mainstream insurance products (i.e. life insurance, 
health insurance, credit insurance) that cover various types of economic activities 
but there are few that efficiently provide security for the economic activities of poor 
rural products. Conventional insurance products cover certain types of activities 
like livestock rearing, but activities like farming do not have adequate risk cover. 
The challenge however is that how these different products can be integrated into 
a comprehensive range of services to meet the needs of poor household. Micro 
insurance, in livestock sector, though is fraught with many risks yet is one of the 
most plausible strategies for providing security and protecting the poor from 
sudden economic shocks.  

Credit Schemes 
72. Recently there appears some realization of the importance of the sector. 
Different loan schemes are opening for the livestock farmers. However, loans by 
financial institution involve collateral and the people who own nothing except one 
or two goats, buffalos or cows are usually without even the semblance of a shelter; 
they cannot offer any possession to bank as security. Therefore, they are in no 
position to benefit from these recent initiatives. Unless mechanism for reaching and 
benefiting the poor is evolved; loans for breeders would become another means of 
rewarding the already privileged members of the sector or relatively less endowed 
but reasonably well placed members of rural population. Recent Chief Minister Self 
Employment Scheme also suffers from these anomalies. Increased livestock 
population has also a negative aspect that is increased population of livestock 
although it provides nourishment to human beings; competes with human beings 
for land, water, and food resources that are already scarce. Unabated increase in 
animal populations is obviously not a solution. The way to go forward is through 
increases in yield and not in number through better genetic technology, animal 
health care and more nourishing feed for livestock. This strategy can help the low-
income groups in procuring sustainable livelihoods in rural and peri-urban areas. 
 
73. Proper targeting is the key to success of any such programme. The past history 
of subsidized, poverty-targeted projects does not inspire much confidence since 
these projects were marked by different leakages and became a source of 
patronage and rent-seeking, excluding the genuine needy, having bogus lists of 
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beneficiaries and widespread political interference. For such a fate not to befall the 
projects targeting the Baitul Mal and Zakat destitute, it is essential that such 
projects are decentralized and have effective community participation. This would 
help in assessing the extent to which beneficiaries meet the eligibility criteria. 

 124 



 

ANNEXURE-1 
 
   LIVESTOCK SECTOR – AN OVERVIEW 
 

Contribution of Livestock towards Agriculture GDP   = 49.1 % 
Contribution of Livestock towards national GDP        =  11.4 % 
Milk Production     (Million Ton)    = 28.624 
Beef Production      (Million Ton)    = 1.087 
Mutton Production (Million Ton)    = 0.723 
Poultry Meat           (Million Ton)    = 0.402 
Export earning       =         53 billion Rs. 
Income of the farmers derived from Livestock  = 30-40 % 
 
Source: Economic Survey of Pakistan 2003-04 

 
P ERFORMANCE (2003-04) 

Vaccination done doses     = 53.295m. 
Animals treated      = 14.189 m. 
Samples tested      = 0.13 m. 
Extension activities performed    = 41,659 
Semen Produced      = 1.541 m. doses 
Artificial Insemination done Buffalo:    = 0.408 (5.782%) 

Cattle:     = 0.874 (22.29 %) 
Livestock maintained on farms    = 30,947 
Vaccine Produced doses     = 110.13m.  

Source: Livestock and Dairy Development Department 
 
INSTITUTIONS 

Veterinary Hospital/Dispensary    =   1255 
Mobile Veterinary Dispensary     =       18 
Veterinary Centre      =   2393 
A. I. Centre/Sub-Centre     =     750 
Semen Production Unit     =         4 
Research Institute      =         5 
Diagnostic Lab      =       13 
Livestock Farms (Ext & Research)    =       22 
Poultry Farm       =         9 
Training Institute      =         4 

 
 STAFFING 

Secretariat       =       55 
Extension: Including DGs.     =   9201 
Research       =   2018 
Directorate of P&E      =       16 
Total        = 11290 

Source: Livestock and Dairy Development Department 
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ANNEXURE-2 
 
 

LIVESTOCK POPULATION 

                        (In million) 
Species Pakistan Punjab Share %

Cattle    23.8   10.948 46% 

Buffalo     20.3    17.900 67% 

Sheep   23.5     6.422 26% 

Goat   41.2   20.239 37% 

Poultry 352.6 266.643 75% 
 
 
 
 

YEARLY LIVESTOCK POPULATION IN PUNJAB 

                                       (In million) 

Fiscal Year 
Buffaloes 

(67%) 
Cattle 
(46%) 

Goats 
(37%) 

Sheep 
(26%) 

Poultry 
(75%) 

1990-91 11.9 8.1 13.6 6.8 110.0 
1991-92 12.3 8.1 14.3 7.1 117.0 
1992-93 12.5 8.2 14.9 7.2 137.0 

1993-94 12.9 8.2 15.5 7.3 187.0 
1994-95 13.2 8.2 16.2 7.6 239.0 
1995-96 13.6 9.3 15.3 6.1 262.5 
1996-97 13.9 9.5 15.8 6.2 286.5 
1997-98 14.3 9.7 16.4 6.2 207.5 
1998-99 14.8 9.9 17.0 6.2 208.5 
1999-00 15.2 10.1 17.6 6.3 211.5 
2000-01 15.6 10.3 18.1 6.3 219.3 
2001-02 16.0 10.4 18.8 6.3 247.5 
2002-03 16.6 10.7 19.5 6.4 259.5 
2003-04 17.0 10.9 20.2 6.4 264.4 

 
 

Source: Economic Survey of Pakistan 2003-04 
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ANNEXURE-3 
 

CONTRIBUTION OF THE PUNJAB IN LIVESTOCK 
PRODUCTION OF THE COUNTRY 

 
Milk       = 18.862 (66 %) 
Beef       = 0.500   (46 %) 
Mutton      = 0.239   (33 %) 
Poultry Meat      = 0.302   (75 %) 

  
 

YEARLY SHARE OF LIVESTOCK PRODUCTS OF PUNJAB 
 

Fiscal Year Milk 
(66%) 

Beef 
(46%) 

Mutton 
(33%) 

Poultry 
(75%) 

1990-91 10,217 352 219 38 
1991-92 10,745 369 235 42 
1992-93 11,299 388 252 66 
1993-94 11,884 408 270 74 
1994-95 12,530 428 289 77 
1995-96 15,160 413 192 89 
1996-97 15,563 422 197 97 
1997-98 15,982 432 204 71 

16,874 443 209 78 
1999-00 16,874 454 214 80 
2000-01 17,347 464 220 85 
2001-02 17,840 476 225 89 
2002-03 18,355 488 232 92 
2003-04 18,862 500 239 100 

1998-99 

 
Source: Economic Survey of Pakistan 2003-04 
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   ANNEXURE-4
   

PROVINCIAL BUDGET 

   (Rs. in Million) 

Allocation 

  
 

Development Non-
Development 

Year Sectt. Extension Research Total Amount %  Amount %   

2003-2004 8.350 440.568 208.971 657.889 133.189 16.84 657.889 83.16 

         
Income/ Receipts 

Year Extension Research Total 

 Target Achievement Target Achievement Target Achievement 

2003-2004 178.578 196.659 59.15 48.61 237.72 245.269 

 
 
RESOURCE ALLOCATION & GROWTH PERFORMANCE-- A COMPARISON 

 
 

Year 
 

Agricultural 
Allocation 

 
L&DD 

 
Allocation

 
% of Livestock 

out of Total 
Agriculture 

 
%Growth At Constant 

Factor Cost 
Agri     L&DD 

1990-91 304.900 7.211 0.44 4.96        5.0 
1991-92 300.000 41.634 4.5 9.71        5.9 
1992-93 350.000 65.590 4.57 -3.89       6.0 
1993-94 224.800 25.969 2.69 2.86        6.0 
1994-95 250.000 60.323 4.26 4.94        5.5 
1995-96 295.000 47.757 3.33 11.72      8.2 
1996-97 325.000 37.488 2.16 0.12        5.3 
1997-98 406.220 3.00 0.19 4.52        4.8 
1998-99 575.000 Nil - 1.95        3.2 
1999-00 480.660 Nil - 6.09        4.9 
2000-01 900.000 13.247 0.62 -2.2         5.4 
2001-02 700.000 57.000 3.07 -0.1         3.7 
2002-03 656.03 88.07 13.00 4.1          2.8 

2003-04 737.00 118.00 16.00 2.6          2.6 

2004-05 737.00 167.00 23.00  

Source: Livestock and Dairy Development Department 
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ANNEXURE-5 
 
 

A PROPOSED MODEL OF PRIVATIZED ANIMAL HEALTH SERVICE 
DELIVERY IN PUNJAB 

 
 
 
 
 
 
 
 
 
 

VET

VA VA VA

VAHW VAHWVAHW VAHW VAHWVAHW VAHW VAHWVAHW

VET

VA VA VA

VAHW VAHWVAHW VAHW VAHWVAHW VAHW VAHWVAHW

 
 
 
 
One Veterinarian (VET) supervising 4-5 Veterinary Assistants (VAs), each of whom supervises 
8-10 Village Animal Health Workers (VAHWs). 
 
 
Source: Woodford (2004). 
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1.  Introduction 
 

1. The Punjab Economic Report (World Bank, 2004) enunciates that to make ‘quantitative 
and qualitative improvements in the lives of the citizens of the Punjab’ it is imperative to 
‘increase the incomes of the citizens’. Given the current and foreseeable levels and 
trends of unemployment and income poverty in the Punjab it is essential to chalk out 
approaches that would help the economy attain this objective. The government is of the 
view that given the current variables the economy needs about a million jobs per year, or 
in other words about 7-8% growth in GDP to keep unemployment at acceptable levels. It 
has become clear that unemployment does not only lead to one person or one 
household falling below the poverty line but it can also have potentially negative 
externalities, in terms of low educational and health status of children, and can give rise 
to anti-social sentiments which can endanger a society if poverty becomes endemic and 
wide-spread. Increased employment and incomes reduce poverty directly. In countries 
with weak social service delivery mechanisms increased incomes also adresses issues 
of access to health and education services by the poor. Poverty reduction is enunciated 
as the first goal in the Millenium Development Goals, which the Government of Pakistan 
is committed to achieve by the year 2015. 

 
2. Recent literature on SME sector makes it quite clear that investment in this sector is an 

efficient way of poverty reduction for reasons other that direct job creation and income 
generation. These efficiencies are intrinsic to the nature of the sector and emenate from 
better capital-labour ratios,  distributive ratios, geographical spread of investments, 
quicker responsiveness to export challenges, and specially pertinet to Punjab’s case, 
better growth rates than national GDP. These efficiencies point towards undertaking 
SME development through a strategy that is partly also motivated by policy of the state 
facilitating equitable development and not exclusively based on market approaches. 

 
3. The experience of the East Asian economies has demonstrated that burgeoning SMEs 

can take economies to higher levels of output and growth in a relatively short time span. 
In Japan, which is famous for its ‘just-in-time systems’ through outsourcing component 
production, 81% of the labour force is employed in the SME sector, compared to a figure 
of just 35% in Pakistan19, which is 28% below even that of India, an economy similar to 
ours in many aspects20. 

 
4. In Pakistan, the 1950’s and 1960’s were years of import-substitution industrial policy and 

1970’s witnessed an across the board nationalization wave; 1980’s was a period of 
denationalization and cheap credit for large enterprises. Just to take the example of the 
manufacturing sector, overall industrial and related policies in Pakistan have traditionally 
neglected or at best remained neutral to small and medium enterprises. Largely because 
of cheaper-than-market rate credit availability for large industry, there has never been an 
incentive for players in the manufacturing sector to outsource production; hence the 
manufacturing sector as a whole could not develop a strong culture for small scale. In 
spite of the indifferent attitude of successive governments in Pakistan, the SME sector 

                                                 
19 This figure might appear to contradict the figures in the following para. However, it is consistent given the fact 
that most employment in Pakistan is in the ‘informal sector’ where firms have less than ten workers and are not 
registered. 
20 Small and Medium Enterprises Sector in Pakistan: Impediments, Challenges & Prospects (2003). Report of 
Syndicate-IV, 80th National Management Course, Pakistan Administrative Staff College, Lahore 



 

has made significant gains over time. It grew at a rate in excess of 8% in the 1990’s. 
Defined as the manufacturing or service industries employing less than 100 employees 
and having productive assets in the range of Rs 2–40 million,21 the SME sector 
contributes 30% to the national GDP, generates exports worth of US$ 2.5 billion, 
constitutes 90% of all private establishments in the country, and employs about 78% of 
the non-agricultural labour force.22 These figures might reflect upon the efficacy of 
government policies favouring large scale sector or the general investment climate in the 
county; nonetheless they do emphasize the inherent strength, vigour and potential scope 
of the SME sector. 

 
5. The province of Punjab houses about 65% of the total number of small industrial units 

(about 280,000) in the country, which include, among others, carpet, surgical instrument, 
sports goods, towel, readymade garments, hosiery products, leather gloves, specialized 
textiles, ceramics, woodwork, and handicraft industries. Within the SME sector, the bulk 
of enterprises are small entities that have less than 35 employees and have productive 
assets in the range of Rs 2-20 million. Punjab being a thickly populated province has the 
greatest concentration of small enterprises, most of which are operating in the informal 
sector.23 Some SMEs in Punjab employ women workers and few of them are also being 
also being managed by women.   

 
6. This paper attempts to outline current trends in the labour force of the province and in 

the emerging situation and given circumstances delve upon a prospective policy 
environment that the Punjab Government should create for the SME sector in the 
Province. The ‘returns’, in terms of job creation would be highest if a conducive 
environment for investment in the SME sector is created. The private sector is by far the 
largest player and any government intervention should primarily be through enabling 
policy initiatives that encourage more private investment and encourage growth of firms 
in the sector. The Punjab government does not have many direct ‘players’/ instruments 
in this sector; but of the few government departments and organisations that affect 
employment in the private sector directly, Punjab Small Industries Corporation has been 
an important and effective player.  

 
7. This paper attempts to only flag some important policy matters that the Punjab 

Government can address to boost the SME sector but goes into more detail of PSIC and 
tries to come up with a strategy for the Corporation as well as an Investment Plan 
(prepared by PSIC) for the next three years. The investment plan does not fully reflect 
the course of action that the strategy would imply but PSIC by and large agrees with the 
strategy and it is hoped that the strategy would act as a guide for PSIC in the years to 
come. 

 

                                                 
21 This definition is used by the Small and Medium Enterprise Development Authority (SMEDA). Other institutions 
use similar but varying definitions for small enterprises. The Punjab Small Industries Corporation (PSIC) considers 
the entities with a total fixed investment of up to Rs 20 million, excluding land and building, as small enterprises. A 
clear definition for better targeting is one of the issues regarding this sector. 
22 Small and Medium Enterprises Sector in Pakistan: Impediments, Challenges & Prospects (2003). Report of 
Syndicate-IV, 80th National Management Course, Pakistan Administrative Staff College, Lahore.  
23 The informal sector includes micro entities that are not registered with any government department or agency. 
Usually, these are establishments of less than 10 workers which are not required to register under the labour laws. 
Almost 86% of the non-agricultural employment is estimated to be in the informal sector. 
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2.  Punjab’s Labour Force Characteristics  
 

8. In a review of the labour force of Punjab, the Punjab Economic Report (World Bank, 
2004) reported that in the year 2002 the province had an active labour force of about 27 
million, of which 70% was in rural areas and 80% was male; implying that a large 
majority of women is not part of the labour force. It has also been observed that about 
78% of the labour force employed in the non-farm sector in Pakistan is associated with 
the micro, small, and medium sized enterprises. Table 1 gives non-farm employment in 
percentages (%) by sectors and size in Pakistan.  

 
 

TABLE 1 
Non-farm employment in percentages (%) by Sectors and Size 

 

 Micro Small Medium Total 

Manufacturing 11.81 5.92 1.51 19.24 

Trade 27.17 0.62 0.07 27.85 

Services 20.35 7.88 2.77 31.00 

Employment in SME sector 78 

Large Scale    21.91 

Total employment (about) 100 

Source (secondary): Annex II, PASC: Report of Syndicate IV on SME Sector in Pakistan 
 

9. An analysis of labour force distribution above amply demonstrates the points made in 
the previous section. Most of the labour force employed is in the ‘micro’ sector, which 
can be safely assumed to be the ‘informal’ sector.  Trade and services sectors take on 
the major chunk of workers. The point cannot be over emphasized; this is the neglected/ 
overlooked cluster of sub-sectors in the economy. The table above if seen as a model of 
firm growth trend and labour movement, seems to be stuck  in a ‘low equilibrium’ trap for 
labour which appears not to be graduating (although this is a snap-shot analysis but as 
is amply emphasized in the literature on the subject) to ‘small’ and ‘medium’ sized 
enterprises. Or, to put is in other words there is a lack of growth in the size of the ‘micro’ 
enterprises which demonstrates that there are perhaps constraints to this growth. 

 
10. Over the last decade there has been a significant structural change in employment. The 

share of employment in agriculture has dropped from 51% to 43% of the labour force. 
However, two-thirds of women still work in the agricultural sector. Table 2 reflects a very 
clear trend of move of agricultural labour force to trade, services and manufacturing. 
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TABLE 2 

Employment in Punjab by Major Industry Divisions: 1993/94 – 2001/02 

 1993/94 2001/02 % Change 
Agriculture and Allied 
Services 51.0 42.8 -16% 

Manufacturing, Mining and 
Quarrying 11.3 15.7 39% 

Construction 6.5 6.0 -8% 

Wholesale and Retail Trade 12.1 14.2 17% 

Transport, Storage and 
Communication 4.5 5.3 18% 

Community, Personal, and 
Social Services 13.1 14.8 12% 

Other 1.5 1.2 -20% 

Source: Federal Bureau of Statistics. LFS: Quoted in World Bank, Punjab Economic Report 2004 
 

11. A closer look at the link between employment and income generation would not miss a 
very important trait of our workforce which is characterized by almost an absence of 
women from the non-agricultural labour force. The nexus between employment and 
income is only half the story. The picture gets further skewed if we look at the 
dependency ratios in our economy. With an average household of about seven people 
dependent per bread-earner, the problem is only half resolved with finding him 
employment. Female participation in the work force, especially in the non-agricultural 
wage sector is extremely low. A look at the MICS24 data below will demonstrate this 
point further. 

 
Table 3 

% Unemployment and % in Active Workforce – adults (10 years +) 

 Males Females Total 

 
Unemployed 
as % of active 
abour force) 

Active 
Employed 
(as % of total 
labour force) 

Unemployed 
(as % of 
active labour 
force) 

Active 
employed (as 
% of total 
labour force) 

Unemployed 
(as % of active 
labour force) 

Active 
employed 
(as % of 
total labour 
force) 

Punjab 9.6 63.0 3.8 10.7 5.7 40.9 
Rural 10.9 61.1 4.9 8.4 6.5 39.1 
Major Cities 9.2 63.4 1.8 11.7 5.5 41.3 
Other Urban 10.4 62.8 5.6 7.5 6.3 40.7 

Source: MICS data for Punjab, 2005 

                                                 
24 Multiple Indicator Cluster Survey, P&DD, Punjab, 2005.  
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12. From Table 3 it is quite clear that women, perhaps due to cultural and other reasons, do 

not enter the labour force. For rural women, the figures might be under reported and 
perhaps reflect ‘paid labour’ and not ‘participation’. As expected women in ‘large cities’ 
have the highest rates of work force participation, which also reflects enhanced 
opportunities and variety of jobs. The MICS data does not have the desired break-up but 
there is anecdotal evidence which points towards high participation of women in credit 
schemes not only in Pakistan but all over the developing world. A case in point being the 
Kashf programme (MF) being run in Lahore. It is the fastest expanding programme 
based on a self-sustaining model and non-subsidized interest rates. PSIC’s CASA loan 
schemed has 55% women clients; there is a high demand for the programme. There is a 
demand for programmes designed to target women and there is evidence that suggests 
high probability of success. Given the labour force characteritics this is a vast and 
unchartered growth area. This problem is very aptly identified and targeted in the 
Millenium Development Goals25; goal two, which commits to gender equality and 
empowering women. The specific target is worded as, “share of women in wage 
employment in the non-agriculture sector” which is to be enhanced. In the current 
scheme of things, the Punjab government only has one instrument to work on this target, 
which are the programmes of the Punjab Small Industries Corportation. This is not to 
preclude that the government should not use mechanisms and enabling policies for 
other players to help achieve or address this target.  

 
13. Pakistan has a major industry in cotton and its products. It is a large producer and 

traditionally a large exporter of cotton and cotton products. With the imminent 
replacement of the Multi-fibre Arrangement regime with that of the World Trade 
Organisation (WTO), it is expected that economies who are cotton growers would be in a 
position to exploit it to their advantage (against non-cotton producing exporters of cotton 
products, like Bangladesh) and would have a chance to gain in the international market. 
This places Pakistan in a unique position to exploit its comparative advantage and use 
its “non-active” labour force in an appropriate and practical manner. The culture of ‘piece 
work’ in the apparel industry can be further developed and enhanced as well as up-
scaled to gear up to the challenges in this sector. Investments to to this, as 
demonstrated by the table below, are also on the lower end. 

 
Table 4 

Value addition and Capital-labour ratios 
 

 Value Added Growth Rate 
(1987–1997) 

Capital–Labour Ratios 
Rs. 

All Manufacturing 20.0% p.a. 255,020 

Food and Beverages 19.9% p.a. 317,580 

Garments and Wearing 
Apparel 25.3% p.a. 97,099 

Light Engineering 30.8% p.a. 247,686 

Reproduced from Bari et al.  
 

                                                 
25 Refer to Annexure 1 for relevant MDG target and indicators. 
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14. The argument that is being put forward here is that presumably the garments and 
apparel sector in Pakistan will in the medium term experience substantial growth after 
removal of quota restrictions (WTO regime); further investments in an industry that 
Pakistan has a comparative advantage in and that can be exploited to involve more and 
more women. Training for cutters and seamstress etc. is an essential requirement for the 
world market and women would also easily come on board in his industry, which can be 
based in clusters or can be done in a household/ cottage industry mode. The table 
above reflects that this industry is not only at the higher end of value addition but has the 
lowest capital- labour ratios. Its women-friendly bias also favours it tremendously with 
the MDG target on non-agriculture women employment. It could also translate well into 
the culture of the urban centers which is traditionally more conservative than those of 
rural societies where closed communities have greater affinity. Behaovioural change 
leading to substantial increase in participation of women in the labour force will perhaps 
take time to come around. Thus if ‘women are not going to come to industry, industry 
should be taken to women’. 

3.  Policy and Strategy: Recent Thinking in the Punjab Government  
 

15. In recent years, the SME sector is increasingly being recognised in Pakistan as an 
effective instrument for economic growth, employment generation, and in effect, poverty 
reduction. The Government of Punjab has accorded importance to development of 
SMEs. The Punjab Poverty Reduction Strategy Paper (P-PRSP) notes that inadequate 
support to the small and medium scale industry is one of the factors that underpin 
poverty in Punjab. Punjab’s medium term budgetary framework (MTBF) 2004-07 
focuses, among other things, on income and employment generation activities and 
creation of an investor friendly environment to promote private sector. Similarly, Planning 
Commission of the Government of Pakistan estimates that the employment elasticity is 
very high for small scale manufacturing industry, i.e. about 0.85, which means this 
industry creates more jobs per unit of investment than any other in the country.26 Thus 
there appears to be a shift in policy paradigm which has begun to recognise the potential 
of the SME sector in terms of it ability to address various issues of poverty in a more 
holistic manner, especially when it comes to its distributive efficiencies. 

 
16. Although the from figures given in table 5, additional labour force entering the market 

between 2003 to 2008 and 2008 to 2013 are for Pakistan, we can safely assume that 
56% of this increase would be for Punjab which would translate into about 9 million 
between 2003 to 2008 and 8 million between 2008 to 2013. Thus for the next 3 years 
this gives an approximate figure of 1.5 million entrants into the workforce. Even if we 
have to maintain the current levels of ‘unemployment’ (which can be deemed to be on 
the higher side) we will need jobs in excess of 1.6 million a year. However, the Vision 
2020 enunciates a figure of about 1 million a year, out of which 150,000 have to be 
created in the public service delivery sector. 

 
 
 
 
 
 

                                                 
26 Punjab-Poverty Reduction Strategy Paper (2003), Page 54. Planning and Development Board, Government of the 
Punjab.  
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Table 5 

Investment Estimates for Job Creation 
Investment Required to Create Jobs (Rs)  

Year 
 

Labour 
(#) 

Large Scale 
Sector 

Medium 
Scale Sector 

Small/Micro 
Sector 

New Labor Injected 
(2003-2008) 16 Million 5200 Billion 800 Billion 8 Billion 

New Labor Injected 
(2008-2013) 14 Million 4600 Billion 700 Billion 7 Billion 

Source: SMEDA Estimates (PASC; 2004) 
 
 

17. The P-PRSP acknowledges the role of small industries in creating income and 
employment generation opportunities for the poor and plans to facilitate the setting up of 
a network of small, cottage industries in the province. The Government of Punjab sees 
the Punjab Small Industries Corporation (PSIC) as playing a key role in this regard by 
building upon its past successes and by expanding the reach and extent of its self 
employment and rural industrialisation credit programmes.27  

 
18. The main thrust of the approach to reinvigorate this sector is to “reduce the cost of 

business” of this sector which would not only encourage new entrants but would also 
help existing players grow and graduate in terms of entering into the ‘formal’ sector. This 
approach would develop an ‘assembly line’ situation were new entrants have access to 
certain services and facilities which would allow them to learn, consolidate and expand 
and move out of the ‘incubator’ fold and make space for other new entrants. The type of 
services that need to be provided will be delved into later in the paper but a list of these 
would be derived from well quoted sources and studies carried out in this field, with 
special reference to Pakistan. However, such services should be flexible and demand 
driven if relevance to ground and fast changing market situations has to be maintained. 
Issues of inertia, mis-targeting, elite capture and rent seeking abound in such 
interventions and care must be taken in implementing such a policy. 

 
19. The ‘Vision 2020’ by the Government of Punjab envisages promoting the development of 

clusters through public private partnerships and by improving business climate for firms. 
It aims to support the following clusters:  

a. Light engineering cluster (encompassing the cities of Lahore, Gujranwala, Gujrat, 
Wazirabad, Daska and Sialkot) 

b. Leather cluster (Kasur and Sialkot) 
c. Textile cluster (Faisalabad and Lahore)  
d. Cotton and ginning cluster (Multan and Rahim Yar Khan) 
e. Furniture cluster (Gujrat, Jhelum and Rawalpindi), and  
f. Other city clusters.  

 
20. The Government of Punjab is striving to improve the business climate for firms by 

rationalisation of and reduction in taxes, rationalisation of labour laws to promote 
employment, and revamping industrial regulations including inspections relating to 

                                                 
27 Ibid. 
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boilers, buildings, electricity, etc. In this context, the Government of Punjab is initiating 
programmes to:  

a. Create institutions for developing technological skills and design capacities (i.e. 
human resource development),  

b. Provide high quality infrastructure,  
c. Provide high quality common services (such as, research and testing, setting up 

of quality standards, etc) 
d. Create an image of and marketing the sector/products, and  
e. Help the industries to catch-up on account of competitiveness vis-à-vis other 

countries in the region. 
 

21. Recent literature28 on the subject delves into the constraints to SME growth in Pakistan. 
A scientific and comprehensive study carried out be Bari et. al. on the subject is very 
insightful on the subject in the context of Pakistan. Some of the impediments considered 
to be holding back SME sector to exploit its potential to the fullest in our context are 
given below: 

 
i. Definition: lack of a uniform definition of the SME’s prevents the 

government and other players to streamline policy and fine tune targeting. 
There is consensus for the need to develop one. However, the provincial 
government can fast-track the process through PSIC. 

 
ii. Finance: Since most of the enterprises are in the informal sector, un 

registered and quite small, the formal financial institutions do not cover 
them. These enterprises also have problems of access due to the 
transaction costs of accessing financial services from the formal sector. 
Thus they have to rely on informal (but quick reacting) informal market for 
expensive credit. Lack of collateral (or acceptable collateral for formal 
institutions) is also a problem. 

 
iii. Legal compliance: This again links up to the problem with ability to work 

with the formal sector. Because of lack of knowledge, low levels of 
education and general mis-trust of the government, entrepreneurs are 
reluctant to become registered entities and become players in the formal 
sector. Lack of formal management training and practices as well as 
accounting services prevent them from crossing this threshold. Nature of 
labour and tax laws and their compliance are pertinent issues under this 
head. 

 
iv. Governance: These include some overarching and broader issues such 

as law and order and the general security environment which affects 
investment and growth in the economy. However, more immediate issues 
that come under this head that affect the SME sector are those of 
contract enforcement, time and financial cost of accessing the judicial 
system; another important issue is that of infrastructure, physical as well 
as institutional which enables smaller players in the corporate arena and 
is pro-SME. 

 
                                                 
28 Bari, et al. 
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v. Human resource: Human resource is always a problem in economies 
with low level of education. There is ample evidence now that ‘cheap 
labour’ perse is not a comparative advantage but trained cheap labour 
definitely can take an economy on a development trajectory. There is a 
deficit of trained labour force in Punjab, specially technical, managerial as 
well as white-collar technical, like accountants etc. 

 
vi. Technology: Traditionally, this has been considered to be a constraint on 

the growth of SME sector, however, recent studies29 on the subject have 
concluded that this is not a ‘binding’ constraint on the growth of the 
sector. However, at times certain technology may expensive for individual 
enterpreneurs, thus making a case for an intervention that introduces 
such technology for use in a cluster (on charge basis), there by exploiting 
economies of scale and making it accessible and affordable. Transfer of 
technology also takes on a new meaning when it comes to providing 
information and technological know how that would help smaller players 
comply with WTO regulations in the coming years. Thus lack of access to 
and knowledge of compliance regimes that lead to international 
competitiveness handicap this sector. 

 
22. The provincial government needs to move rapidly to address the contstraints that are 

‘binding’ and which are very much within the ambit of the provincial government to 
address and soften. Probably the first and the foresmost task for the sector is to find a 
‘voice’ for itself. The government needs to provide the SME sector with a platform and 
and opportunity to become an organised player in the political economic scene of the 
province. Facilitating formation of a body representing the SME sector or various sub-
sectors within that could go a long way in articulating the genuine needs and raising 
pertinent issues. PSIC initially could take on itself to mobilize its clients inorder to 
organise the sectors into such entities which can democratically and thus effectively 
represent the sector. It is important to point out two things here: 
 

a) the Punjab government and provincial actors like PSIC need to 
coordinate very closely with other players in the field; Small and Medium 
Enterprise Development Agency being a case in point.30 Other Non-State 
Players also need to be mapped and possibilities of cooperation may be 
explored. 

b) SMEDA is in the process of driving the national guidelines on SME sector 
along with policy recommendations. This has been undertaken through a 
consultative process and it would be gainful to work with such guidelines 
in future. 

 

                                                 
29 Bari, et al. 
30 During the course of researching and writing this paper, the author and resource persons met with SMEDA 
Regional Manager, who was also invited and attended the Second Round of Workshop on PSIC at the P&D, chaired 
by Chairman P&D. An Annexure has been added to the paper which briefly lays out SMEDA activities and potential 
areas of cooperation/ overlaps. 
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4.  PSIC and its Activities 

4.1 Background 

23. The Punjab Small Industries Corporation was established in 1961 and has since then 
been a major contributor to the small industrial development in the province. PSIC works 
with a mission to promote small and cottage industries through market driven industrial 
and credit support, contributing to employment generation and socio-economic uplift of 
the province.  

 
24. The PSIC story is spread over four decades of transitive growth and development of 

small-scale industry. It has proved its strength by exhibiting a progressive attitude 
towards modernisation, up gradation of technology, quality consciousness, 
strengthening linkage with large and medium sized enterprises and boosting export of 
the products from small enterprises. PSIC is an important instrument for enterprise 
building, micro economic development and employment generation. It role is especially 
noteworthy if we correlate its presence and operations in cluster development. Making 
relatively expensive machinery available for common use of small manufacturers; 
training, introduction of new technology (intermediate/ appropriate) in these clusters, 
supply of credit and other ancillary activities have over time resulted in strong correlation 
between PSIC provision of these services and growth of clusters all over Punjab. Some 
examples of these are Sialkot (surgical instruments and sports goods), Gujranwala and 
Gujrat (light manufacturing), Wazirabad (cutlery), etc.  

 
25. It is interesting and pertinent to note that PSIC had been working on lines of capacity 

building, training, provision of credit, market and business development of its clients 
since its inception. The very latest thinking on small enterprise development (perhaps 
apart from the element of non-subsidized credit) is not very different from the philosophy 
of PSIC and it role envisioned under the Act of 1973. This approach to enterprise 
development which may be called a ‘Credit Plus’ approach is recommended and 
followed by the enterprise development sections of NGO and RSPs today; where 
provision of credit or micro-credit to a prospective entrepreneur is not the end-all but it is 
a start of just a part of the relationship with a client. Skill development, training, capacity 
building and hand holding are interactive and continuous processes with the client if an 
entrepreneur has to be created in a sustainable manner. The basic philosophy of PSIC 
is based on a multifaceted interaction with the client.  

 
26. The Corporation caters to both forward-looking urbanised small entrepreneur and 

uneducated rural oriented backward but traditionally skilled enthusiast looking for an 
opportunity to establish cottage industrial unit. It has supported thousands of talented, 
ambitious and hardworking men and women to start or expand their enterprises by 
offering credit assistance and working capital loans. Over time it has implemented a 
number of programmes and schemes, some of which have been more successful than 
others. Recently it has acquired an ISO 9001-2000 certification and has a culture of 
giving incentives to staff in terms of performance based cash bonuses. Since PSIC is a 
corporation, it has the flexibility to reorient itself with the changing scenario and keep 
itself relevant by responding to the changing demands of its clients and the various 
industries wherein it is an active player. PSIC boasts an excellent team at the higher 
management level where members have come through the system and are fully 
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cognizant of the needs on the ground. Agility and open mindedness as a culture is a 
prerequisite for an organisation which has to play out a role as PSIC does. There are 
very few studies and evaluations to go by and the opinion reflected here is based on 
numerous interviews at PSIC and a few studies carried out by Punjab Economic 
Research Instituted (PERI) and the Dutch Government31. 

 
27. What needs to perhaps be seen is whether in the current condition, PSIC is in a position 

to respond, and that too to what extent, to the constraints on SME growth in Pakistan/ 
Punjab enumerated by various studies. First, we need to have a look into the various 
activities, programmes that PSIC has traditionally been associated with. This would be 
indicative of its current strengths. 

 

4.2 Services & Achievements 
28. PSIC has six Directorates, 8 Regional Offices, and a limited strength of 1110 employees. 

It has a presence in almost all the districts of the Punjab. PSIC has come a long way 
since its inception. In all these years, it has experimented with several approaches to 
support setting up and/or expansion of small enterprises in the province. In the following 
paragraphs, an attempt has been made to list down its major initiatives:  

4.2.1 Component 1: Investment promotion by providing or arranging credit for setting 
up of new industries and balancing, modernisation and expansion of existing 
ones 

29. To help the establishment of micro-enterprises in rural as well urban areas in the 
province, PSIC started off with a modest lending scheme under its scheme “Rural 
Industries Local Fund” in 1983. The Government of Punjab provided PSIC with a 
revolving fund of Rs 19 million for a period of three years. Maximum loan limit under this 
programme was Rs 100,000, provided at a mark up of 7% per annum with a maximum 
repayment period of 3 ½ years, including a six months grace period. The scheme was 
successful and the Government of Punjab enhanced the revolving fund with the addition 
of Rs 184 million. In 1990, PSIC launched its Rural Industrialisation and Self 
Employment Programme. The maximum loan size under this scheme was Rs 500,000 
with a repayment period of 8 ½ years, including a six months grace period. Later, the 
maximum loan size was enhanced to Rs 750,000 and the repayment was fixed at 10 
years with 1 ½ grace period. The cumulative disbursement under these two schemes 
was Rs 1.77 billion to 6343 units, against which Rs 2.25 billion (including mark up) has 
been recovered. Of these, 5663 units have already cleared their loans.  

 
30. Currently, PSIC is running two credit programmes. The first is the Credit Scheme for 

Small Industries, under which Rs 840 million have been disbursed to 1064 enterprises. 
This scheme targets units or individuals with fixed investment of up to Rs 0.2 million in 
the following priority sectors: camel skin products in Multan, blue pottery in Multan, block 
printing in Karoor Pacca and Mailsi, lacquer coated wooden items in Jampur (District DG 
Khan), khes, lungi, khusa making in Khushab, Sargodha and Mianwali Districts, stitched 
embroidery in Hazro (District Attock), Gabba making in Murree, wooden handicrafts and 

                                                 
31 Report commissioned on Rural Industrial Programme funded by the Dutch Govt. 1991 (Referred to in PC1 of RIP 
and SES document of PSIC) 
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wood carving in Chiniot, metal crafts in Lahore, Duree weaving in Multan, Chistian and 
Ghakkar, Flassi manufacturing in DG Khan and Rajanpur Districts, and embroidered 
items of Cholistan. 

 
31. The second is the scheme called Credit Assistance to Craftsmen and Women, under 

which Rs 23.8 million have been disbursed to 1321 enterprises. This scheme is targeted 
at industrial projects and enterprises with fixed investment of Rs 5.0 million or less, in the 
following priority sectors: service industries, export oriented and import substitution 
industries, IT projects, agro-based/agro-support industries, handicrafts and women 
enterprises. The recovery rates for both the schemes are more than 95%.  

 

4.2.2 Component 2: Development of small industrial estates with provision of complete 
infrastructure and services 

 
32. When PSIC came into existence in 1972, it inherited five estates from the West Pakistan 

Small Industries Corporation at Lahore, Sialkot, Gujranwala, Gujrat and Bahawalpur. 
Encouraged by their success, PSIC established further eight small industrial estates at 
Jhelum, Gujar Khan, Chakwal, Sargodha, Faisalabad, Sahiwal, Daska and Gujranwala. 
The funds to complete these estates were provided by the Government as interest 
bearing loan through its annual development programmes. In 1989, PSIC decided to 
establish industrial estates under its Self Finance Scheme, which included the down 
payment of 50% of the estimated cost of developed plot by the entrepreneur with the 
submission of application, followed by 25% at the time of the possession of plot.  

 
33. PSIC is currently working with the Export Processing Zones Authority (EPZA) to 

establish Export Processing Zones in different regions of Punjab. In the first instant, 
Sialkot has been converted into EPZ Sialkot. Two more export processing zones at 
Gujranwala and Faisalabad are in pipeline, while the modus operandi for establishment 
of EPZs at Multan and Lahore is also being chalked out by EPZA. As of 2003, PSIC has 
established (or supported the establishment of) 19 small industrial estates of which 7 are 
in Gujrat, 4 are in Rawalpindi, 3 are in Multan, 2 are in Lahore, and 1 each are in 
Bahawalpur, Faisalabad and Sargodha. Total area covered by these estates is about 
1,558 acres, where 6,260 plots have been developed. Of these, 5,655 plots have been 
allotted, 2,645 have been colonised, and on 1,666 plots units have been installed. The 
value of fixed assets created as a result of these schemes is estimated at Rs 3,148 
million and the value addition expected through these industries is estimated at Rs 4,200 
million, along with the creation of 37,500 jobs. 

 
34. Since 1989 industrial estates developed by PSIC are demand driven and at no cost to 

the government. This approach can be fine tuned and further developed in consultation 
with departments of Environment and Housing and Urban Development to ensure that 
instead of the ‘ribbon’ development along all the trunk roads of the province, every city 
develops an industrial area where ample facilities are available and development of 
industrial areas is not haphazard. Concentration of industries in industrial estates would 
also help ensure that any environmental hazards of these industries are minimized. 
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Industrial concentration would achieve economies of scale regarding setting up of plants 
like water treatment and also emission monitoring etc. 

4.2.3 Component 3: Promoting the Cultural Heritage of Punjab; Support to craftsmen 
and women through Design Centre, Credit and Marketing Support  

35. PSIC runs craft development centres and handicraft shops, which are contributing 
towards the development and promotion of handicrafts. It also acts as a focal point for 
handicraft exporters by providing them with necessary guidance and support. It provides 
advisory services to existing and potential entrepreneurs on business planning, financing 
and management through its head office in Lahore and its regional offices. These 
services are also available through its telephonic information services.  

 
36. PSIC has also prepared and is disseminating an inventory of briefs and information 

leaflets on pre-feasibility of over 200 small industries. One-page feasibilities have also 
been prepared on different small industries/cottage units, indicating the cost of the 
project, machinery, suitable locations, and the areas where major manufacturers are 
located or concentrated. This an a number of allied activities is a seminal service 
provided over time by PSIC which conserves and promotes the cultural legacies and 
traditional crafts of the Punjab. These crafts are part of the living history of the province 
and need to be conserved at all costs. Having said that, there is ample evidence that 
these crafts developed and marketed effectively and intelligently can be reinvented to 
cater for modern tastes and utility. This is a challenging task that PSIC has done and 
should continue to do with added vigour. 

4.2.4 Component 4: Establishment of service centres for promotion of improved 
production, technology transfer, training and guidance 

37. So far it has supported the creation of thirteen industrial clusters for sports goods and 
surgical instruments in Sialkot; ceramics in Gujrat, Shahdara and Multan; leather and 
allied products in Gujranwala and Kasur; wooden furniture in Gujrat, Rawalpindi and Kot 
Addu; agricultural tools and implements in Mian Channu; light engineering in 
Gujranwala; and cutlery in Wazirabad. About 6,577 enterprises have been established 
through these clusters. As mentioned above this is probably one of the more successful 
ventures that have been undertaken. Almost all the industrial support centres that PSIC 
had established proved to add value to the industries they were located in. However, 
these were handed over to TEVTA along with other elements of training.  These are now 
being reverted to PSIC to be reinvigorated. If that is to be done, their value addition and 
relevance and objectives must be clarified and the task should only be embarked upon 
after careful deliberation and needs-based assessment. 

 
38. PSIC is also working with Export Promotion Board (EPB) to develop an active and 

consistent connection between small industries and display centres abroad. 
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MICRO-FINANCE AT PSIC AND ITS FUTURE POTENTIAL32

Box-1 

 
1.  There is no denying the importance of micro credit as a tool for poverty alleviation but people are often 

blinded by the over-whelming assumption that infusion of capital poor will enable to break out of the vicious 
cycle of poverty. In reality poor people need access to so many more financial services than just micro-
credit including a range of micro saving and micro insurance products. These services protect poor from the 
impact of un-foreseen crises and emergencies in their households and businesses, from falling yet into 
further debt, and enable them to plan and manage their limited resources more effectively to meet their 
basic needs. 

 
 2        Demand for micro-finance services is insatiable and Pakistan is an emerging market for micro-finance 

services in South Asia. There are nearly 7 million households living below or just above an austerely defined 
poverty line. Almost all of them are meeting their credit needs from informal sector since the micro-finance 
providers have not been able to reach more than five hundred thousand households only. The 
entrepreneurial potential of the poor remains un-harnessed if this gap between demand and limited supply is 
not filled. 

3. PSIC by entering into the realm of micro-finance can help reduce this ever-burgeoning gap between 
demand and supply. PSIC’s core strengths like its presence in all major urban centers, experience in 
financial intermediation and a satisfactory record of credit recovery can help it in this new adventure. By 
focussing on cities it will not indulge into any competition with major micro-finance service providers like 
RSPs, since the RSPs, predominantly operate in rural areas. PSIC in selected urban centers, which exhibit 
larger potential for entrepreneurial activities, can start these services on pilot basis.  It is interesting to 
observe that number of micro-finance providers in Pakistan is confined to one to two dozens only while such 
entities in Bangladesh exceed thousands, which speaks of the dire need for entry for new actors in this 
sector. 

4. Another issue related to small or budding entrepreneurs is the continuity or longevity of the services. As we 
all understand micro credit is not a one-time activity. It needs to be provided on continuous basis as a 
permanent window of opportunity. Every time on successful payment of credit, the borrower is entitled for a 
larger sum. This incremental credit aims to take the borrower above poverty line. Micro-finance 
organizations however are unable to meet larger credit needs i.e. more than Rs.25,000/- per borrower, since 
no micro-finance institution exceeds the limit of twenty thousand per borrower. If PSIC capitalizes on this 
opportunity and identifies those trusted clients of micro-finance who have larger credit needs i.e. ranging 
from Rs.25,000/- to Rs.100,000/- and meets their requirement it could find a niche for itself in the realm of 
micro-finance. Such people unlike the small borrowers of micro-finance are even willing to provide physical 
collateral, which as a condition PSIC may not be willing to waive off. 

5. Reference here can be made of Association for Social Advancement (ASA) Bangladesh, that is one of the 
largest and fastest growing micro-finance institutions (MFIs) globally. It has nearly 3 million active borrowers 
and range of loan products is quite impressive. Besides small loans, one of its most popular loan product is 
Small Entrepreneur Lending (SEL). This product may serve as a model for PSIC. The loan size of the SEL 
programme of ASA is Rs.30,000/- to Rs.150,000/- with terms of 1 year, 1.5 years and 2 years. The service 
charge on this product is 12.5%. Popularity of this product can be gauged from the fact that during year 
2004 the total amount of loans disbursed was Rs.535.44 million and total number of active borrowers were 

                                                 
32 A preliminary analysis of the CASA programme has been undertaken in Annexure 3. This is partly to demonstrate 
that PSIC needs to undertake quick and rapid assessments of its interventions for course-correction and 
improvement, through outsourcing to experts in the relevant fields. PRMP could assist in undertaking such studies 
amongst others. 
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more than 10,000. Rate of recovery was above 98.5% and there was no physical collateral required except 
a post-dated cheque from loanee. The enterprises initiated with this credit include garment units, furniture, 
toys, plastic goods and fish farms, poultry and livestock in rural areas. It is claimed that once poor people 
graduate from poverty after getting micro-loans the most enterprising direly needs this type of product. If not 
only provides them new vistas of economic progress but it also helps them to create new employment 
opportunities since each such enterprise employs 5-10 people. 

6. By providing these people the much-needed credit for micro-cum-medium enterprise PSIC can help them 
work their own ways out of poverty. MFIs, on account of their poverty focussed mission, usually overlook the 
sustainability issues. PSIC by concentrating on clients who have already graduated from poverty it can also 
achieve financial and operational self-sufficiency the most critical pre-requisite if these services are to be 
provided on permanent basis. 

7. PSIC has already launched a scheme called Credit Assistance to Support Artisan (CASA). The loan size 
under this scheme varies from Rs.15,000/- to Rs.40,000/- @ 7% for a period of three years. The recovery 
rate is reported to be 100%. Number of projects undertaken so far is 1284 and amount disbursed is limited 
to Rs.23 million only. It is said that it has proved to be one of the most popular products and there is 
tremendous demand for this both in urban and rural areas. But the funds allocated are so meagre that only 
twelve hundred plus projects could be initiated. This loan product can prove to be a major breakthrough. If 
properly designed, implemented and launched with specific targets this could benefit at least one million 
micro-entrepreneurs. This must be understood that without reaching a scale and lending to a visibly 
palpable number of poor, PSIC can not make any dent in poverty. The issue here is commitment and 
management capacity since funds for such initiative can be obtained from PPAF. Borrowing from 
commercial sources may also be contemplated as by adding the cost of capital @ 8% the total cost will not 
exceed 15% which is still much less than the interest being charged by Khushali Bank and other MFIs.  

8. If PSIC on account of administrative or management constraints is unable to deliver such products itself it 
can enter into a partnership with any other credible organization that has the experience of micro-finance in 
the past. It can select one or more such organizations as retailers. PSIC itself being a wholesale institution 
will not directly involve itself in micro lending rather it may be out source the Small Enterprise Lending (SEL) 
programme at a reasonable fee. Its responsibility thus may be confined to provision of capital at a cheaper 
rate and monitor the progress according to mutually agreed criteria. The partner institution may be allowed 
to add delivery cost only and the interest plus service charge levied may not exceed 12.5%. 

9. PSIC also needs to follow credit plus approach to distinguish itself from credits only service providers. Credit 
plus approach needs identification of micro-finance services/ products, which the entrepreneur need, and 
then integration of these products in the credit package. These needs may include besides savings and 
micro insurance, skill enhancement, promoting marketing linkages, helping introduce innovations, adapting 
new technologies.  The challenge for PSIC here will be to find how micro-finance can be combined in 
practice with appropriate developmental objectives to promote livelihood without losing track of the original 
mission. 

 
10. Although the mandate of this strategy paper does not cover undertaking an evaluation of the microfinance 

programme at PSIC or any other programme for that matter, if microfinance is to a growth area for PSIC 
which is highly probably and doable; it would be essential to do a critical analysis of the past / current 
programmes. The kind of things such an analysis or evaluation should be looking at are given at Annexure 
3. This very rudimentary yet incisive analysis could help develop the scope of work of a more in depth study 
which would be desirable before PSIC makes a conscious decision to stay/ expand in the microfinance 
sector. 
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 5. Comparative Advantages of PSIC and its Future Strategy 

39. PSIC has been a significant contributor to the development of small enterprises in 
Punjab during the last few decades. PSIC’s comparative advantages lie in its presence 
across most districts of the province, its experience in setting up small industrial zones in 
different parts of the country, and its support to small enterprises through provision of 
credit and technical support. Besides, it has the experience of working with a wide range 
of different enterprises ranging from blue pottery industry of Multan to stitched 
embroidery in Hazro, camel skin products in Multan, and Gabba making in Murree. It not 
only has technical expertise but has an inherent open mindedness to business and the 
required understanding of different commodity markets in various parts of the province. 
A culture of diversity pervades the organisation which is encouraging for new and non-
traditional small industry.While some progress has been made by the SME sector in 
Pakistan, its growth and impact on employment has remained limited and sub-optimal. 
Two recent studies33 noted the following as impediments to the SME sector in the 
country: 

 
i. Lack of a coherent vision and national policy for SME development;  
ii. Focus on quick employment generation through this sector, rather than on 

developing linkages with overall economic goals;  
iii. Bias of the incentive packages as well as trade and industrial policies in 

favour of the large scale sector;  
iv. Lack of credit availability for this sector, compared to the large scale sector;  
v. Limited technical and marketing support to SMEs by the public sector;  
vi. Unfavourable regulatory regime for the SMEs;  
vii. Poor and expensive infrastructure provision, in particular of power (i.e. 

electricity, gas, furnace oil, etc); 
viii. Lack of training and capacity building of workers and managers of small 

enterprises; and finally, 
ix. High market transaction costs and inefficient contract repudiation. 

40. In order to be able to effectively support the SME sector in Punjab as a strategy to 
create sustainable jobs and reduce poverty, PSIC will need to help the SMEs overcome 
the above-mentioned issues. This may be done by restructuring PSIC in a way that its 
services are focussed at the new and existing enterprises that have potential to grow 
and penetrate national, regional and international economies, keeping in view the 
proposed South Asia Free Trade Agreement (SAFTA) and the World Trade 
Organisation’s (WTO) free trade regimes. The expanding enterprises are expected to 
create new and, more importantly, sustainable jobs.  

 
41. The government of Punjab needs to attend to this neglected sector but a caution that 

needs to be flagged at this point is that the pendulum should not be made to swing to the 
other extreme. Government intervention in this sector should not create market 
distortions that are very acute and hold the market forces at bay. The governement can 

                                                 
33 SME Sector in Pakistan: Impediments, Challenges and Prospects (2003), Pakistan Administrative Staff College, 
Lahore, and Regulatory Impediments, Market Imperfections and Firm Growth: Analysing the Constraints to SME 
Growth in Pakistan (2002), Lahore University of Management Sciences, Lahore. 
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ill afford any subsidy which is across the board and not linked to any performance 
indicators or withdrawl strategy when and where applied. Infact subsidies are the least of 
the requirements of this sector, which has shown its efficiencies and resilience to have 
survived and prospered in spite of the indifference on part of the government. 

 
42. Initially the provincial government should take a detached view of the sector and identify 

the appropriate areas in which it should intervene. The most important and the one 
requiring the least amount of government resources would be the policy area where the 
government can influence the sector most effecively. Unnecessary and frivilous laws that 
need to be rescinded by the provincial government should be first identified and then 
appropriate action taken. Creating a ‘listening’ environment for the industry could be 
another initial step. Interventions should be need-based and not supply led. A series of 
policy dialogues need to be initiated with stake-holders that should be contineous in 
nature and policy direction should be iterated from such interaction. SMEDA is in the 
process of facilitating national level policy guidelines through exactly such a process. 
The Punjab government should take the process on from there and take the dialogue 
down to various ‘clusters’ and concentrations of SMEs within the process. The 
guidelines document itself would be a starting point for the provincial government to 
thrash out a strategy for SMEs in the province. The stakeholder dialogue process in the 
Punjab should be dovetailed by PSIC to encourage formation of stakeholder forums 
which carry on interacting in the policy environment continuously after the first 
interaction. The provincial policy should broadly address the hard constraints which have 
be identified in various studies. ‘Reducing the cost of doing business for the SMEs’ 
should be the guiding principle of any strategy of the province. 

 
43. In line with Punjab’s Vision 2020, PSIC’s future strategy should focus on the following 

areas:  
 
5.1 Take Stock of Past Successes and Failures and ongoing Market    
         Research 
 

44. PSIC should commission a comprehensive review of all its programmes to extract the 
lessons learned over all these years. A comprehensive cost-benefit analysis should be 
done to objectively analyse the effectiveness of various programmes. The findings of the 
evaluation should help determine the comparative advantages of PSIC and choose 
interventions where returns to investment are the highest.  

 
45. There is a strong need to have resources available to the organisation to conduct ‘quick 

and dirty’ research probing the market and also progress of impact of its own 
programmes for quick course correction. A strong monitoring and evaluation cell would 
be highly desirable which has the ability to refocus the targeting of the organisation. 
Market research is an ongoing activity and of immense importance for an organisation 
like PSIC, which though not wholly driven by the profit motive but is an active player in 
the market. Since it is a government corporation it always runs the risk of the market 
catching it unawares. It might be advisable for PSIC to do this through out sourcing 
studies and involving relevant experts in the various fields so as to access the best 
resources available and not to develop in-house capacity to do this. Stake holder 
analysis is a specialized field in itself and would require a team of experts. Also market 
analysis does not only mean local markets which, specially for handicraft-derived 
products would be limited, but international markets for which such products will need to 
be specially designed, developed and marketed. Specific brands and marketing of those 

 17



 

is also a speciallized task and PSIC should infact look at a system of consultant/ 
services hiring and handling which is advanced and delivers speedily to its requirements. 
The recommendation here is to develop strengths in service hiring and managing rather 
than acquiring technological capability in-house. 

5.2  Move Towards Specialisation:  Cluster and Incubator Approaches  
46. In recent years, the public sector has undergone a shift towards specialisation of 

functions. Institutions like Technical and Vocational Training Authority (TEVTA), Small 
and Medium Enterprise Bank (SME), Small and Medium Enterprise development 
Authority (SMEDA), and the Punjab Industrial Estate Development and Management 
Company (PIEDMC) have been created to effectively cater to the specific needs of the 
industry.  

 
47. In this context, PSIC should also move towards expanding in the roles where it 

possesses comparative advantage. It should focus on facilitating and providing access 
to technical guidance for potential and existing entrepreneurs by creating industrial 
clusters in order to attain economies of scale. It should support the SMEs to access 
credit through the SME Bank, training through the TEVTA, and industrial estate and 
required infrastructure through PIEDMC, while supporting the market-oriented 
enterprises to explore export markets through the EPB. Support to SME development is 
such an open and vast field and there are so few players that as yet there is no 
perceptable competition amongst the service providers. In such a situation PSIC can 
undertake a number of activities. However, the decision to do so should be governed by 
its past record and ability to enter into new activities with the available resources. For 
service areas that it is not entering directly, it should depend on synergies with other 
players in the sector and develop linkages for its clients. 

 
48. Development of clusters should remain a key function of PSIC. Its role should evolve to 

the branding and marketing of clusters, while supporting the enterprises in these clusters 
to access credit, adopt efficient and environmentally clean technologies, comply with 
labour, environmental and tariff related laws and regulations, set up informal conflict 
resolution arrangements, develop market linkages for inputs and outputs, and comply 
with WTO and SAFTA regulations to benefit from the existing and emerging free trade 
opportunities. Through cluster development SMEs may be supported to achieve 
economies of scale and reduce costs of production by learning from each other, 
acquiring new skills, adopting new technologies, and collectively bargaining in the local 
and international markets. 

 
49. A major emphasis of PSIC should be on bringing women into the active labour force, 

especially in industries which suit the cultural environment of different districts of Punjab. 
This may be possible through setting up or supporting ‘neighbourhood’ workplaces, 
capacity building of women in enterprise development, training in vocational skills 
through TEVTA, and innovative credit-plus schemes, whereby PSIC provides the 
clusters of women’s enterprises with a range of services, such as credit, training, 
technical support, exposure visits, market linkages, etc.  

 
50. PSIC’s work with the small industrial estates and export processing zones should focus 

on the up-gradation of common facilities like supply of electricity, gas, hydrants, and 
communication facilities in these estates and zones, capacity building of enterprises to 
comply with environmental and labour regulations and institute quality control systems 
and processes, provision of credit as running finance or initial capital, and vocational and 
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technical training for the labour force, and joint management of the estates and zones by 
the entrepreneurs.  

 
51. Models of firms can be developed through incubator approach to firm growth. Such 

action research may be desirable on an experimental scale in different clusters and sub-
sectors. PSIC teams would have to be reoriented to deliver on such a task.  

5.3  Restructure and Develop Core Competencies of PSIC 
52. In order to prepare for a changed, more dynamic role, PSIC will need to restructure itself 

and develop core competencies in its new areas of work. Its board of directors should 
have more members from the private sector34, especially stakeholders’ representatives, 
to play an effective role in supporting the small enterprises.  

 
53. It should build the capacities of its frontline staff in business appraisal, financial and 

economic analysis, and, most importantly, networking and linkages. While providing 
technical guidance to existing as well as potential entrepreneurs, the PSIC staff will also 
need to network with other organizations and facilitate the delivery of services to the 
SMEs. Therefore, a comprehensive capacity building programme should be launched for 
PSIC and it should be made a regular feature of the corporation to keep it abreast of the 
changes and new demands of the SME sector.   

 
54. The back office facilities of PSIC will also need to be upgraded with improved record 

keeping through office automation. PSIC should develop a management information 
system (MIS) and a networking environment where staff are able to access client 
information in a easy-to-handle way.  

 
55. PSIC should incorporate a monitoring, evaluation and research unit, which would 

regularly monitor and evaluate its interventons and give feedback for course correction 
and introduction of new programmes. It should have an action research component to 
pilot test new approaches before they are implemented and scaled up and to document 
the findings of such experiments for influencing the policymakers and a wider audience.  

 
56. PSIC should have an active, user-friendly website, which should be regularly updated 

and contain basic information on the frequently asked questions (FAQs) by small 
industries. The website should be widely publicized and should contain links to the 
websites of other SME support agencies. The PSIC website should also act as a 
marketing channel for the mushrooming SMES to launch their products.  

 
57. Another key feature of PSIC should be to arrange industrial exhibitions and fairs at the 

local level as well as internationally to display the handicrafts and other innovative 
products from small enterprises and help them build linkages for marketing, sales, and 
other joint ventures.  

5.4  Influence Policies and Develop Linkages with Other Agencies 
58. PSIC should collaborate with other entities supporting the development of small 

enterprises, like Small and Medium Enterprise Development Authority (SMEDA), Export 
Processing Zones Authority (EPZA), Export Promotion Bureau (EPB), besides the 
service delivery and utility industries such as Water and Power Development Authority 
(WAPDA), Pakistan Telecommunication Company Limited (PTCL), and Sui Northern 

                                                 
34 See Annexure 2 for current BoD 
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Gas Pipelines Limited (SNGPL). The objective of such linkages would be to create 
synergies and help the small enterprises to overcome their ‘dis’economies through 
collective bargaining. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

   Box 2 SMALL & MEDIUM ENTERPRISE DEVEVELOPMENT AUTHORITY (SMEDA) 
 

1) Small and Medium Enterprise Development Authority (SMEDA) is a federal government autonomous body 
created to facilitate policy making for Small and Medium Entrepreneurs (SMEs). It offers a variety of advisory 
and business development services to different SMEs. 

2) SMEDA is not a financial institution.  It assists SMEs in meeting funding requirements through Banks/DFIs, for 
which SMEDA charges a nominal service fee. Fourteen Regional Business Centres have been established 
and strategically located all over the country to serve this purpose. SMEDA is more responsive to SME’s 
business development needs particularly in the areas of human resource training, access to finance, market 
and product development, legal services and sector and cluster development.  Networking Group (SMENG) is 
an initiative of SMEDA to bring all financial and non-financial SME development agencies at one platform.  
SMENG endeavours to consolidate the activities of its members and synergize the service capacity by 
complementing their efforts in both financial and non-financial services. 

3) SMEDA’s target group has been defined as all businesses in manufacturing, services and agricultural sector 
with an investment in productive assets (not including land and building) from Rs.2 million to Rs.40 million or 
employee strength of 10 to 99. 

4) SMEDA has wide experience of interaction with many partners both local and international. It is also working in 
close collaboration with Punjab Small Industries Corporation (PSIC).  Government of Punjab has envisioned 
industrial development in Punjab through Cluster Development Methodology (CDM).  Partners of the initiative 
are PSIC, UNIDO and SMEDA.  Under this initiative seven clusters covering various areas of local industry 
Ceramic Pottery Cluster, Domestic Electrical Appliances Cluster, Leather Goods Cluster, Wood Working 
Cluster, Ginning Cluster, Handloom Cluster and Textile Spare Parts Cluster. These clusters are to be located 
in Gujrat, Gujrat/ Gujranwala, Sialkot, Chiniot, Rahim Yar Khan, Multan and Faisalabad. 

5)  A Steering Committee comprising of members of PSIC, SMEDA and UNIDO has been constituted to 
administer this effort.  This Committee is responsible for policy, planning, monitoring and evaluation.  This 
arrangement could be further strengthened and PSIC may benefit from SMEDA in following areas: 

a. Assistance in Raising Finance 
b. Financial Advice 
c. Project Identification 
d. Business Plan Development 
e. Technical Advice 
f. Marketing Advice (Branding, Labelling, Packaging, Distribution, Promotion etc) 
g. Company Incorporation, Export Registration & Regulatory Advice 
h. Sales Tax, Custom Duty, Excise Duty etc. 
i. Training & Development 
j. Information Service (Library, Databases, Project briefs, Pre-feasibilities) 
k. Business matchmaking 

6)  Beside Cluster development Methodology, other areas of cooperation may include: 
a. Common Facility Centers (CFCs) Provision and Facilitation of Services Investment Facilities 
b. Technology Training, Finance, Business Information, Marketing, and legal support 
c. Productivity and Competitiveness Improvement 
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59. Most importantly PSIC should actively engage in organizing the SME sector and provide 
them with a platform from where they can voice their concerns and articulate the 
genuine demands of the sector. The sector has suffered immensely in the past through a 
lack of a body to represent it in the politically charged business environment in the 
country. Being the largest sector in the province it has a right to address and articulate 
on issues that affect its well being. 

 
60. By working with SMEDA, EPB, federal and provincial minstries of trade and commerce, 

Centeral Board of Revenue (CBR) and other regulatory instutitions, PSIC should small 
enterprises enter international markets, where tariff and trade regulations are being 
incrementally reduced due to the free trade regimes supported by the World Trade 
Organisation (WTO) and South Asia Free Trade Agreement (SAFTA). It should also 
work for women-friendly enterprise policies, where tariffs and regulations may promote 
enterprises that are either managed by women or those that encourage and facilitate 
women workers and thus female employment.  

 
61. Similaly, PSIC together with SMEDA and EPB should explore international markets and 

develop linkages with organisations and clusters to market the handicrafts and other 
innovative products from the cottage industry of Punjab. It should also support the 
promising entrepeneurs to partcipate in trade fairs and exhibitions to market their 
products and develop linkages and supply chains. However, as far as handicraft 
development is concerned, developing markets is only half the story. PSIC needs to 
invest heavily into improved and ideally ‘outsourced’ design centre which develops 
innovative utility products marketable abroad, using traditional crafts and methods. This 
would ensure that the crafts and original methods are preserved and remain a part of our 
culture, but at the same time have a contiuous relevance to the real world. 

5.6  Enter Non-Traditional Arenas 
 

62. In view of the labour force analysis given in the earlier sections PSIC might want to 
further investigate and pilot some interventions in new and hitherto untried areas like the 
service and trading sectors within the SME sector. It may also want to further explore its 
role in the ‘informal’ or the ‘micro’ enterprise sector which has the maximum number of 
labour force working in it. These sectors have a binding constraint when it comes to 
credit. PSIC may explore the idea of developing its capacities and even a separate 
entity, which might be spun-off in the future, as a microfinance bank catering to this 
largely unsatisfied demand. Since PSIC already does microfinance, it should seek 
membership of the Microfinance Network and hone its abilities to do it with state-of-the-
art methods and adopt best practices accepted internationally. The idea here being that 
if this activity is to be taken forward in a sustainable fashion it should be analysed and 
improved in light of international best practice. The paradigm being: ‘if something is 
worth doing then it is worth doing well’. PSIC needs to study best practices from around 
and explore replications of successful models on small scale initially and scale up in 
case of positive results. One such concept (see Box 3 below) is that of ‘one village, one 
product’ which has been tried out with considerable success in Japan and Thailand. 
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However, care may be taken in being over-enthusiatic in such ventures and to 
experiment initially so that context in not negated. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
ONE VILLAGE ONE PRODUCT 

The concept of one village one product is based on the experience of Japan, which has been replicated in other 
countries in the Far East, such as Thailand, Malaysia and Indonesia. The concept is defined as a geographical 
concentration of similar enterprises or the enterprises faced with common opportunities and threats. The major 
reason of such clustering is the basic reality that Small and Medium Enterprises (SMEs) face many constraints 
due to their size. Individually, SMEs are often unable to capture market opportunities, which require large 
production quantities, homogenous standards, and regular supply. They experience difficulties in achieving 
economics of scale in the purchase of inputs, such as equipment, raw materials, finance, consulting services, etc. 
Small size also constitutes a significant hindrance to the internalization of support functions such as training, 
market intelligence, logistics and technology innovation. 

“One village one product” has evolved as one of the most effective concepts to promote enterprise development. 
The concept entails effective networking thus building on collective efficiencies within the cluster and among 
cluster stakeholders i.e. the enterprises located in the cluster, their associations, trade bodies, vendors etc. The 
approach is based on the basic rationale that since the issues and problems faced by enterprises falling in a 
particular cluster are common therefore the remedial and developmental initiatives and programs may be 
formulated, designed and implemented more effectively. 

The Prime Minister of Pakistan during his recent visit to Far Eastern Countries keenly observed the progress 
made thorough such initiatives.  He therefore on his return has desired to introduce this concept in Pakistan.  The 
responsibility to devise strategy has been entrusted to SMEDA.  Once the policy framework is ready, the 
implementation details are expected to be carved out in consultation with major stakeholders. The input by PSIC 
may however be crucial on account of its experience in cluster / sector development. The comparative advantage 
it has regarding handling the issues of small entrepreneurs like feasibility preparations, funding mechanism, 
capacity building, promoting market linkages may be extremely useful.  Recently Asian development Bank (ADB) 
has also shown its desire to invest in this initiative. It is proposed that PSIC may start an independent study on 
the subject. 

   Box 3 

6.  Conclusion  
 
63. PSIC has been an important and effective player in small scale industrial development in 

the Punjab. The Act governing PSIC is quite forward looking in as far as it envisages and 
allows for ‘credit plus’ programmes in a day and era when these were not ‘in vogue’. 
However, development and poverty alleviation programmes need to be organic in 
nature. PSIC needs to internalize the learning from its programmes and the Act needs to 
give it the space to do so. The Board at PSIC needs to have more people from the 
private sector who can steer it to greater self-reliance and imbibe market oriented 
policies and programmes. An emphasis on research and course-correction of 
interventions is the key to a more developed programme which is in tune with the needs 
of the clientele that PSIC targets. The trends in the labour force of the province clearly 
reflect an opportunity for PSIC to expand in areas where there is a gap in the demand 
and supply of services. PSIC should also experiment with partnerships with other 
players in the field of microfinance and employment generation. There is also a well 
defined role for PSIC in an area where it has tremendous experience: creating small 
industry zones, but ones which are state of art and comply with international regulation 
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on environment etc. so that they become hubs for small scale industry which is export 
oriented, is labour intensive and has strong backward linkages. Allied services may be 
made available here that help entrepreneurs graduate and eventually manage these 
hubs collectively. 

 
64.      PSIC/ the Government of Punjab need to take the following steps to begin implementing 

the above strategy: 
 

• Organize the SME sector and give it a voice 
• Revamp its Board to include more people from the private sector 
• Commission research and evaluation of its programmes; also undertake market 

research and needs analysis before initiating programmes. Stakeholder 
consultations are essential for state intervention in the private sector like this. 

• Develop and expand the microfinance programme, specially catering to women. 
• Revamp and update existing common facilities that should effectively ‘reduce the 

cost of doing business’ for those located there. Also help them achieve 
necessary certification to compete internationally. 

• Develop new programmes and approaches like ‘cluster’ and ‘incubators’ and 
upscale what works35. 

• Actively seek new resources for support of Small Scale Industry, specially from 
the Government of Punjab directly or through its support and guarantees, from 
finance institutions. 

 

                                                 
35  PSIC has developed a costed three-year plan around this approach at Annexure 4. 
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Annexure 1 
 

RELEVANT MILLENNIUM DEVELOPMENT GOALS, TARGETS 
AND INDICATORS 

 
 
Goal 1:  Poverty Eradication. 
 
Goal 2:  Promote Gender Equality and Empower Women.  
Indicator:  Share of women in wage employment in the non-agriculture sector. 
 
Goal 7:  Ensure environmental sustainability.  

 

Target:  Integrate the principles of sustainable development into country policies and  
programmes and reverse the loss of environmental resources. 
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Annexure 2 
 
 
 

PSIC’S BOARD OF DIRECTORS 
 

  Chief Minister, Punjab      Chairman 
     Provincial Minister for Industries                   Vice Chairman 

Chairman, P&D Board    Member 
Secretary Finance     Member 
Secretary Industries     Member 
Chairman, Bank of Punjab    Member 
Mr. Ghulam Rasool (Ex-MD PSIC (Retd))  Member 
Mr. Yawar Irfan Khan (Ex-President, LCCI)  Member 
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Annexure 3 
 

PSIC Microfinance 
CASA PRODUCT ANALYSIS 

 
1. For the purposes of micro-finance the only relevant loan product offered by PSIC is 
Credit Assistance to Small Artisans (CASA). Details of this product are as following: 

 
 i) Resources     : Rs.23 million 

 ii) Terms & Conditions 
  Loan Limit     : Rs.15,000 – 40,000 
  Duration     : 3 years 
  Mark-up     : 7% per annum 

 iii) Loans disbursed by 30.9.2004  : 1321 

 iv) Loan Amount     : Rs.23.77 million 
 

2. Without referring to the quality of loan portfolio, few comments about CASA features 
are as following: 
• Funds allocated are too meager. It is not possible to reach at scale. 

• Outreach is very limited. (Thirty to forty projects per district or nearly one 
thousand projects for the entire organization). 

• Service charge and mark-up is not competitive. It cannot make PSIC 
operationally self-sufficient. 

• Duration for loan repayment is higher. It is contrary to basic premise of micro-
finance which entails short duration and lower amount. 

• Delivery mechanism does not correspond to the practices followed by micro-
finance systems. 

• There is no insurance of loan in case of loanee’s death. 

• There is no specific management manual indicating credit policy appraisal 
mechanism, enterprise monitoring, recovery system and measures for 
delinquency and default management. 

4. Two major challenges for any organization providing financial services to the poor are – 
viability and outreach. The first challenge is to become a viable institution that has built a 
firm foundation of efficient operations. Only an institution operating efficiently can be 
instrumental in sustained poverty alleviation efforts. The second challenge is how to 
maximize outreach so that significant numbers of poor have access to financial services. 
PSIC seems to be lacking on both fronts. Cost incurred by PSIC on CASA cannot be 
determined precisely as separate accounts are not maintained. However, in an 
operationally self-sufficient micro-finance institution one loan officer manages more than 
300 loans and one branch (comprising of 5 – 6 employees) caters for 1500 loans. PSIC 
has more than 1110 employees. Exact number of employees specifically allocated for 
CASA is not known. However, the ratio seems to be highly inefficient. Other major 
indicators of financial viability include operational self-sufficiency (OSS) and cost per one 
hundred rupee lent. These indicators can only be determined if relevant data is provided. 
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However, by looking at the available information it seems that PSIC’s credit operations 
are highly subsidized and there appears to be no sign of long-term sustainability. 
Inability to cover cost and permanent reliance on donor money has catastrophic 
implications for micro-finance institutions. Any system that is not viable financially cannot 
provide competitive financial services to the poor and does not offer a long-term solution 
to poverty. PSIC needs to calculate exact cost for operations especially for products like 
CASA. Only then it could plan for curtailing such costs and maximizing outreach through 
an affordable and efficient mechanism 

 

THREE YEARS DEVELOPMENT PLAN OF PSIC 
 

Million 
Rupees 

Sr. 
No. 

Name of the Scheme Estimated 
Cost 

2005-06 2006-07 2007-08 
1 Credit Assistance for SSI Sector disbursement of Rs.800 

million every year resultantly creation of 20,000 jobs every 
year. 

2400.000 800.000 800.000 800.00 

2 Poverty Focused Micro credit to Artisans & Household 
Manufacturing establishments resultantly creation of 1,500 
jobs. 

30.000 20.000 10.000 - 

3 Up-gradation and improvement of existing Nine (09) SIEs 
through provision of missing facilities at Gujranwala-II, 
Sahiwal, Bahawalpur, Jhelum, Sargodha, Faislabad, Daska, 
MIE, Chakwal and Gujjar Khan. 

98.446 98.446 - - 

4 Establishment of Six (06) Industrial Estate at Jhang, Toba 
Tek Singh, D.G. Khan, Gujrat Muzaffargarh & Fateh Jhang. 955.82 555.820 200.000 200.000 

5 Five Industrial Support Centres viz Auto parts at Lahore, 
Electrical Fitting, Sargodha, Flori Cultural Pattoki, Composite 
Material based Sport Goods, Sialkot, Design Display, Credit 
Component on job training for furniture industry at Chiniot. 

363.168 163.680 100.000 100.000 

6 Up-gradation of former 13-Service Centres, viz Wood 
Working Centres, Kot Addu, Gujrat, Rawalpindi, ILT, 
Gujranwala, LESC, Gujranwala, CAMI, Mianchannu, CC, 
Nizamabad, I.C Gujrat, IBPD Multan, LSC Kasur & IPD, 
Shahdara. 

740.00 340.000 200.000 200.000 

7 Development of Seven (07) Industrial Clusters & Incubators 
in the Province of Punjab viz Ceramics Gujrat, Electrical 
Appliances Gujrat, Gujranwala, Leather Sialkot, Wood 
Working Chiniot, Ginning R.Y. Khan, Handloom Multan, 
Textile Faisalabad. 

202.50 66.000 27.300 27.300 

8 Waste Water Treatment Plants and Solid Waste 
management at SIE, Khanewal, Mianchannu, SIE-II & III 
(EPZ) Sambrial, Sargodha, kasur, SIE-II & III, Gujranwala, 
Taxila, SIE-II Gujrat to meet WTO Environmental 
compliance. 

477.310 
(75% by 
Federal 
Govt.  

119.440 
Provincial 
Share 

- - 

9 Census of Small Cottage Household manufacturing 
establishment in the rural areas of Punjab  13.293 13.293 - - 

10 Provision of Designs & Marketing Facilities to Craftsmen / 
Women through Directorate of Handicrafts & handicrafts 
Shops, respectively. 

- - - - 

 TOTAL   2176.679 337.300 1327.300 
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1. Introduction 
 

1. Population grows in urban areas because of two factors: natural increases and rural-
urban migration. Added to this phenomenon is the step-wise transition from the small to 
larger urban settlements and thence to the major industrial and urban centres, such as 
Multan, Gujrat, Sialkot, Gujranwala and Faisalabad.  The final transition is to the 
provincial capital itself.  In the Punjab, this has resulted in an urban population growth 
rate of 4 percent in the last inter-census period. Pakistan’s urban population is expected 
to grow from 37.9 million in 2000 to 56.7 million by 2025, with Lahore’s population 
estimated at 10.8 million people. This huge 50 per cent increase in urban population in 
the near future represents a massive housing issue for governments in Pakistan unless 
they proactively seek to address it36.  

 

2. As poverty levels rise in rural areas, the likelihood is that urban growth rates would 
accelerate. This adds to problems faced by the urban settlements – increase in the 
urban sprawl, densification of population, a more intensive use of municipal services 
consequentially resulting in breakdown, an ever ballooning shortage of housing and 
employment opportunities, thinning out of social services, over burdening of physical 
infrastructure, beggary, urban crime, etc.  Most critical is the mushrooming of unplanned 
squatter settlements. Owing to the scarcity of planned areas for the poor, there is a 
mafia of land grabbers who manage to create these settlements overnight, largely on 
public land which is unprotected. All of these aspects need an integrated approach to 
address each of the cities within a holistic framework. A City Development Strategy 
(CDS) needs to be developed for each city owing to the specific issues and concerns of 
that specific city itself. This is important since in Lahore and Faisalabad majority of 
‘informal’ settlements are on private agricultural land and not public land as in other 
cities. However, it must be noted that given the growth trends, especially in Central 
Punjab, city development strategies alone will not suffice unless developed in the 
backdrop of a regional strategy.  

  

3. Punjab has one advantage over the other provinces. It has more than one primate 
city37, a large network of secondary cities, each with a vibrant industry/ services sector 
based economy, a much larger network of tertiary urban centres largely centred around 
agriculture markets (mandi towns) and processing centres. As a consequence, Punjab 
can develop a series of CDSs to cater to the need of the secondary and tertiary cities 
and market centres and stagger the rural-urban migration through a filtration process.  
The economic growth of these smaller urban sprawls, coupled to better municipal 
infrastructure and services and land tenure for the poor should to some extent mitigate 
the impact of migration on the primate cities (GHK 2002). 

4. The sector encompasses a number of departments of the Government of the Punjab 
(GoPb). The first is the Housing, Urban Development and Public Health Engineering 
Department (HUD&PHED) responsible for the development of sites and shelter projects 
and water supply and sanitation. The second is the Local Government and Rural 
Development Department (LG&RDD) with respect to the development of the katchi 
abadis (squatter settlements) in urban areas.  The sector also encompasses activities by 

                                                 
36 Alvi, S: Policy & Practice in Urban Housing in Pakistan: An Agenda for Reform? Dissertation submitted to the 
University of Manchester for the degree of MA in Social Policy and Social Development, in the Faculty of Social 
Sciences and Law, Institute for Development Policy and Management (IDPM) 2003-2004  
37 These in the Punjab are Lahore, Faisalabad, Gujranwala, Multan and Rawalpindi 

 31



 

District Governments and Tehsil Municipal Administrations. District Governments are 
responsible for overall economic development of the district including urban areas and 
within this framework for essential segments of the urban economy, such as utilities, 
urban transport, industry, small and medium enterprises and some social services. The 
latter are responsible for all municipal services and land development either directly or 
through Water and Sanitation Agencies (WASAs) and Development Authorities 
wherever they exist. 

 

5. This paper attempts to propose a generic integrated strategy for the primate cities and 
a separate strategy for the secondary and other urban settlements.  The second section of 
this paper examines the current situation with a view to present it in relation to the 
Millennium Development Goals (MDGs). The Third section is an analysis of the current 
situation and highlights the issues and concerns which need to be addressed while 
developing a strategy for the sector. The fourth section presents strategies and action 
plans for development of the sector, which includes the three major components related 
to, (i) housing and shelter, (ii) land development (particularly for the poor) and real 
estate, and (iii) urban municipal services.  In the final section the paper sets out the 
expenditure profile with the Medium Term Budgetary Framework (MTBF) of the GoPb. 

6. The MDGs for the sector, their targets and the indicators to be used for tracking 
attainment are given in Table 1. Goal 1 relates to improving the incomes of people, 
implying that economic growth should encourage the creation of jobs. Goal 7 requires 
improvements in urban municipal services, and title to land.   
                             Table 1 - Millennium Development Goals (MDGs) 

Goals and Targets Indicators 

Goal 1: Eradicate extreme poverty and hunger 

Target 1: Halve, between 1990 
and 2015, the proportion of people 
whose income is less than $1 per 
day 

Proportion of population below $1 
per day (PPP-values) 

Poverty gap ratio [incidence x depth 
of poverty] 

Share of poorest quintile in national 
consumption 

Goal 7: Ensure environmental sustainability 

Target 10: Halve, by 2015, the 
proportion of people without 
sustainable access to safe 
drinking water 

1. Proportion of population with 
sustainable access to an improved 
water source  

2. Proportion of people with access 
to improved sanitation 

Target 11: By 2020, to have 
achieved a significant 
improvement in the lives of at 
least 100 million slum dwellers(a)

Proportion of katchi abadis 
regularized 
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2.   Current Situation 
2.1 Introduction 
7. Slow rate of urban sector development compared to the urban population growth 
rate, has resulted in uncontrolled urban sprawl; deteriorating urban environments; 
deficiencies in urban services such as water supply, sewerage systems, drainage, solid 
waste management, roads, urban transport, and community facilities, and the lack of 
access to education and health facilities by the poor.  In the latter case, such access is 
limited to the large secondary and tertiary health care facilities where services of 
consultants, senior doctors and other health care personnel is pre-empted by the better 
off and well-connected segments of society. Exacerbating all of these problems is the 
phenomenon of under-estimating the urban population in the Census of Population 
1998. This results in underestimating the demand for services and facilities which is the 
root cause of the strain on them. Ali (2003) and Arif (2004) have both shown that the 
under-enumeration is substantial (Box 1). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

BOX 1                                URBANISM AND URBANISATION 
 

Firstly, is the issue of definition. Until 1972 the same definition and system for the classification of urban 
areas was used. An area was regarded as urban if it had a minimum of 5,000 inhabitants or had the 
administrative status of a municipal corporation, municipal committee, town committee or a cantonment 
board (regardless of population size). In addition, Census Commissioners had the discretion to consider 
any area as urban that had “urban characteristics”. The discretion of the Census Commissioners was 
removed in the 1981 census and standardization was brought in based on an administrative criterion 
wherein only those areas were considered urban which were municipalities, town committees and 
cantonment boards This has probably resulted in the under-estimation of the urban population. In 1981, 
1,462 places with a population of 5,000 or more were classified as rural; in addition 54 areas classified 
as urban in the 1972 census were declassified due to use of the administrative definition and formed part 
of the rural population in 1981. The number of places with a population of 5,000 or more classified as 
rural in the 1998 census is 3,691 where over 31 million people are living. It is not possible to determine 
how many of these places would have been classified as urban under the earlier definition and to 
estimate the magnitude of the difference. 

Secondly, and leading from this definition, is the fact that administrative boundaries were used in the 
census. This meant that people living outside the administrative boundaries were not counted in the 
urban category. As city populations have extended outside these administrative boundaries, this has 
resulted in an under-estimation of some magnitude. 
 

Even with the under-estimation of the urban population, it is important to understand the spatial nature of 
urbanization and urbanism in Pakistan. 
 

The major aspects of the spatial demography are summarized below.  Primary cities, which have 
historically been significant areas of urban growth, have resulted in major urban systems.  The 
phenomenon of peri-urban areas has gained in significance. Settlements peripheral to the cities, 
capitalizing upon their proximity, transport links, employment opportunities and access to urban services 
have grown substantially and even acquired some “urban characteristics” although they remain outside 
any institutional arrangement for provision of basic civic services. 
 

Ribbons of development along highways, between major urban centers and industrial satellite areas 
have developed, largely due to accessibility to transport links, availability of skills and services, and tax 
and tariff incentives. In Lahore, Gujranwala and Sheikhupura these developed along the Lahore-
Gujranwala and Lahore-Sheikhupura roads. Similar developments can also be seen along the other 
major cities throughout the country. Review of occupational structure show that people residing in rural 
areas in these districts have a strong occupational interface with the urban areas.  
 

A separate, but related, phenomenon is apparent in the more rural context as well, where the population 
settlement pattern that has emerged shows a very high density of population along the major road 
corridors……..This has enabled easier access to higher level services in urban areas and will possibly 
play a significant role in the transformation of rural areas to urban. 
 

Source : Ali 2003 
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8. Ali (2003) argues that in the context of Lahore alone, a stricter application of the 
concept of urbanisation would require its boundaries to be redefined, resulting in an 
increase of 20 percent in its head count during the 1998 Census from about 5 million to 
about 6 million. A similar redefinition of the other primate cities could result in a similar 
estimate. He argues further that the ribbon development along a four kilometer width on 
either side of trunk roads could result in a substantial increase in the urban population. 
Citing the case of Narowal district (the least urbanised in the Punjab with only 12.3% 
enumerated population in the urban areas) Ali estimates that the increase in the 
population could be of the order of an addition 38 odd percent. Arif says that, “the study 
also found that the element of arbitrariness exists in giving a locality the status of urban 
(municipal) in the 1998 census. This arbitrariness has resulted in the exclusion of 361 
rural localities that otherwise would have been classified as urban localities since, in 
terms of urban characteristics, these localities are comparable with many notified small 
urban centres across the four provinces of the country. Because of the use of the 
administrative criterion to classify a place as urban, the 1998 census missed out about 
6%to 7% of the population. This means that about 39% of the population of Pakistan is 
urban and not 32-33% as reported in the census. However, adjusting for the other issue 
of definition of urban place, i.e. the matter of the urban centres over spilling their 
boundaries which had changed over many years, would add another 3-5%, more in the 
case of Punjab. In addition there is the emergence of two related factors: the ‘urban’ 
corridors or the ribbons of development along highways and the adoption of “urbanism 
as a way of life” by the population living in the rural areas of the urban regions38.  One 
can, therefore concur with demographers and social scientists when they say that the 
total urban population is over 50 percent (Zaidi 2003). Cursory analyses by IFIs also 
agree that the Census 1998 under-reported the urban population (World Bank 2004).  
 

9. The deficiencies identified earlier have particularly affected the urban poor and 
caused a considerably lower quality of life, including poor health and increased poverty 
(ADB 2003).  The Government of the Punjab (GoPb) has initiated comprehensive 
governance reforms, with particular emphasis on enhancing the effectiveness of basic 
social services, through its Punjab Local Government Ordinance, 2001 (PLGO 2001). As 
a consequence of devolution the District Governments have been made responsible for 
Planning & Development, Enterprise Investment & Promotion, Spatial Planning & 
Development, District Roads & Buildings, Transport & Environment and the Tehsil 
Municipal Administrations have been entrusted with Rural Development, Housing, Urban 
Development and Public Health Engineering. There is, therefore a need to understand 
and recognise the significance, magnitude and nature of urbanisation: realisation of 
responsibilities of the citizen, state and related institutional structures; composition of the 
resource base and allocation of resources; and the effect on the differentials in the 
demand for services and infrastructure, on poverty, governance and gender between the 
urban centre, the peri-urban areas and the ribbons of development as satellites to the 
connecting town(s). 

10. Pakistan’s Poverty Reduction Strategy Paper (PRSP) envisages a multi-pronged 
strategy of reviving growth, improving governance, reorienting public expenditures 
toward poverty-reducing programs, and revamping the safety net system. The PRSP 
commits the Federal Government to increasing pro-poor budgetary expenditures by 

                                                 
38 Explanation of the discrepancy between actual and reported as provided by Mr. Reza Ali to the author in 
March 2005 
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0.2% of gross domestic product (GDP) annually, to 4% of GDP in FY200439. The Punjab 
Poverty Reduction Strategy Paper (P-PRSP) also emphasises on these same aspects to 
address poverty. 

 

2.2 Size, Spatial Distribution and Access 
 

11. Poverty in the Punjab, as elsewhere in Pakistan, is increasing.  It rose from 25% 
in FY1993 to 34% in FY2004 (UNICEF 2004).  Poverty varies significantly across 
the province.  The highest incidence is in southern Punjab (Khan 2001, SPDC 
2000, 2001). About half the urban population in the province is concentrated in the 
five primate cities of Punjab, i.e., in Lahore, Faisalabad, Multan, Gujranwala and 
Rawalpindi. 
 

12. Punjab’s high urban growth has led to formation of many slum areas. The 
province’s total urban population is about 25 million (out of a total of about 84 
million), out of which some 7.5 million, or 35%, live in slums40. Another 2.8 million, 
or 11.5%, live in katchi abadis41. It is important to understand the implications of 
such a population distribution. Since, on the whole, slums support the livelihoods 
and housing needs of the poorest of the poor who live in the worst of living 
conditions, as compared to the katchi abadis which support the relatively better off 
among the poor, slum up- gradation schemes should have a priority.  
 

13. The magnitude of the problem can also be gauged from shortages in provision 
of housing.  The Census of Housing, 1998 (PCO 2000) enumerated 10.535 million 
housing units in the Punjab. Of the total, 70 percent (7.34 million) were in the rural 
areas.  The inter-censal growth rate was marginally less than 2 percent per year42.  
The average density was 6.9 persons per dwelling unit.  In the urban areas this was 
7.1.  HUD&PHED has estimated that in 2003 the total backlog (unmet demand) was 
of the order of 1.176 million units43. 

 

14. The quality of the housing stock can be gauged from the proportion which is 
“pucca”.  The Census of Housing, 1998 reports this to be of the order of 22 percent 

                                                 
39 These expenditures are on education, health, water supply and sanitation, population planning, land 
reclamation, rural development, irrigation, roads and bridges, social security and other welfare, relief for 
natural calamities and disasters, food subsidies, and food support programs. 
40 A slum is defined as a socially and infrastructure-wise degraded urban settlement where land title has 
been granted, but where social infrastructure services and facilities have degenerated and unable to cater 
to the needs of the communities residing therein.  
41  UNAUTHORIZED HOUSING REFERS TO HOUSING BUILT ON LEGALLY OWNED LAND BUT NOT 
ACCORDING TO OFFICIALLY DEFINED LAWS AND/OR STANDARDS. SQUATTER SETTLEMENTS 
REFER TO HOUSING BUILT WITH HELP FROM FAMILY AND SUPPORT NETWORKS ON 
APPROPRIATED LAND. LACK OF SECURITY OF TENURE IS THE MAIN FEATURE CHARACTERIZING 
SUCH HOUSING. KATCHI ABADIS CAN SHARE THE FEATURES OF EITHER UNAUTHORIZED 
HOUSING AND/OR SQUATTER SETTLEMENTS.  
Officially:  A katchi abadi is an unauthorized settlement on state-owned land of more than 40 dwellings, as 
defined in March 1985, without land rights and without physical and social infrastructure services and 
facilities. 
42 At this rate it is unlikely that the shortage will ever be overcome.  Estimates of construction 
activity indicate that in Lahore only 40,000 housing units are developed annually by the formal 
sector (ADB 2003). 
43 This has been estimated assuming a population growth rate of 2.4% pa between 1998 and 
2000 and 1.8% thereafter and a habitation density of 6 persons. 
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only. The remainder consists of “semi-pucca” (11 percent) and “katcha” (67 
percent).  This clearly indicates that the bulk of the housing stock needs either to be 
improved or re-constructed. Thus, estimated unmet demand is somewhat 
misleading as living in “katcha” houses is certainly not by choice, particularly in 
urban areas. This phenomenon is transitory in character as was shown by the 
Applied Economics Research Centre in the studies undertaken for the development 
of the Karachi Development Plan 2000. Residents in the katchi abadis start off with 
this type of structure, but upgrade as their incomes permit. However, this 
demonstrates the potential for micro-finance intervention in this area and is 
discussed elsewhere in this paper. 
 

15. Even the Directorate of Katchi Abadis is unable to estimate, the extent of the 
numbers and size of these settlements. Short of actually counting their numbers, 
there is no alternative method of estimating their pervasiveness throughout the 
province. Each urban settlement, its peri-urban area and the strip developments 
spreading out like fingers along the highways and byways contain these pockets.  
An alternate method of estimating the population which lives in these settlements 
would be through using the statistics on the characteristics of the housing stock in 
the urban areas derived from the Census of Housing, 1998. The Census reports 
that 43 percent of the housing stock had roofs made of RCC/RBC, that is, they were 
pucca. Another 12 percent were constructed with a covering of cement or 
galvanised iron sheets. In other words they were semi-pucca. The remainder, 44 
percent, had used wood, bamboo, thatch or other materials, thereby falling into the 
katcha category.  One of the characteristics of the housing stock in the katchi 
abadis is that not all houses are katcha. Thus the minimum share of the population 
which resides in the katchi abadis is more than 43 percent. However, this is a very 
rough way of triangulation and may not tally with figures quoted elsewhere. 
Effective policymaking is impossible without solid documentation of informal 
housing settlements including katchi abadis. It is imperative that proper 
documentation of all informal housing settlements is undertaken as it will help in 
conceptualising and implementing appropriate housing policies for the urban poor44. 
 

16. The Census of Housing, 1998 states that only 24.3 percent of the housing units 
in the Punjab have a piped water connection inside the dwelling unit, and that 
another 60.4 percent had hand or motorised pumps. The comparable figures for the 
urban areas were 54.8 percent and 36.9 percent. However, the quality of water 
used is doubtful in the case of those with access to a piped water connection.  In 
some instances even those drawing water through a small bore-hole have access 
to tainted or un-safe water.  The actual extent of coverage by and access to safe 
water is, therefore, uncertain. (WATSAN: PFIS 2005). 
 

17. One oft neglected phenomenon in planning for urban development throughout 
Pakistan is the issue of urban transport. The poor live largely on the fringes of the 
urban settlements.  However, they are then surrounded by the urban sprawl through 
the development of sites and services projects by both the public sector (the HUDs, 
the Development Authorities and in the past the municipalities) and private sector 
land developers. Neither type of developer caters to the needs for the mobility of 
these dwellers. The public sector has retreated from the provision of urban transport 
services, and, by and large, has left this to the largely unregulated private sector 

                                                 
44 Most of the situational analysis that this paper is based on is taken from AASA (2004) 
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transporters. This is to some extent being overcome through the franchising of 
routes in a public-private partnership framework. This is, however, limited to the 
primate cities of the Punjab. The issue of mobility is becoming even more important 
as the roads in the urban areas are being pre-empted by the more well-off 
segments of society through the explosion in the population of cars and two-
wheelers used by them. This is crowding out the public transport services. There is 
a need to examine the implications of such an unregulated use of space meant for 
the movement of people, and for the formulation of a regulated and controlled para-
transit scheme and also for mass transit schemes. 
 

18. Public housing and land development schemes meant for the poor are being 
pre-empted through speculative investment by those with large disposable, but 
undeclared, income and wealth. Owing to the existing procedures of mutation of 
land titles, the absence of any meaningful tax on unused land, and the absence of 
any tax on capital gains or wealth, such speculative investments are becoming even 
more attractive. This is further aggravated because of the very low returns from 
national savings schemes and bank deposits. The low rates of interest and easy 
access to bank credit by the rich is further fuelling land prices. These have now 
reached levels which are beyond even the dreams of the middle-income families, 
and the wildest imaginings of the poor, thus fuelling the phenomenon of land 
grabbing and the further accelerated creation of katchi abadis. 
 

19. Urban concentrations also attract investment into industries ranging from micro-
enterprises catering to a niche of demand for specialised products to large industrial 
units catering to the needs of the world at large. These concentrations also attract 
investment into trades and services, including household and community services. 
They all require access to utilities and large tracts of land specifically devoted to 
their needs. The change in the services and trade sector, particularly for catering to 
the needs of outsourcing by the ICT sectors in the form of software development, 
call centres and data processing centres require that most of these utilities are 
available uninterrupted on a 24/7 basis with state of the art infrastructure. This 
requires that the need for industrial estates, technology parks and specialised 
buildings should be developed to cater to the needs of these investors. In addition, 
the growth of vendor industries for the engineering goods sector is also placing 
demands for land in industrial parks. Without such land, these are being established 
on land reserved either for commercial or domestic purposes, thus creating an 
unhealthy environment for households in proximity to such enterprises. This 
encroachment, further justifies the need for the development of industrial parks, 
which should ideally be fully serviced and be available for development through a 
one-window operation. 

20. The District Government is mandated under the PLGO 2001 to provide school 
level and college education in all areas. However, for some time now it has been 
retreating from this mandate through a conscious policy decision. No new schools 
in the public sector have been established over the last several years in any of the 
primate cities, or in any District or Tehsil headquarter urban settlement, other than 
in very rare instances. This has left the poorer segments of society under-provided 
for and at the mercy of a largely unregulated private sector for a higher quality of 
education.. 
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21. Catering to the health of an urban population is the entire gamut of health 
services; the public sector operated facilities with the dispensary at the bottom rung 
to sophisticated teaching hospitals and specialised facilities of the single-disease 
institutes and clinics; the formal private sector facilities ranging from the general 
practitioner’s clinics and consulting rooms to the specialist hospitals and clinics 
operated by public sector specialists, the charitable organisations and community 
based facilities; and finally the plethora of informal health services provided by the 
practitioners of alternate medicine, the advice rendered by pharmacists and medical 
store operators to faith healers and quacks. 

2.3 Key Agents Involved 

2.3.1 Public Sector 

22. This includes a number of public sector agencies each responsible for a specific 
sub-sector. The Housing and Urban Development Department is responsible for 
development of policies for urban development and development of public housing 
schemes, particularly for the poor. The Punjab Housing and Town Planning Agency 
(PHATA) established in 2002 (GoPunjab 2002) is responsible for implementation of 
the National Housing Policy, shelter for the shelter less and developing a 
comprehensive Town Planning system for both the urban and rural areas of the 
Province. The Directorate General of Katchi Abadis and Urban Improvement 
(DGKAUI), within the Local Government and Rural Development Department, is 
responsible for regularization and improvement of katchi abadis. The Punjab 
Municipal Development Fund Company (PMDFC) is mandated to provide technical 
and financial support to the TMAs to improve the overall management, service 
delivery and governance in the TMAs. The Board of Revenue is responsible for 
maintaining land title records and management and sale of public land. The 
Development Authorities (DAs) and WASAs, in the five primate cities, are 
respectively responsible for the development of land and shelter to meet the 
housing shortage, development and operations of water supply sewerage and 
drainage schemes. The Regional Transport Authorities are responsible for 
regulating public transport within the district, including in the cities and towns. The 
Industries, Commerce and Investment Department caters to the needs for the 
establishment of industrial estates45, labour colonies and technology parks. The 
utility companies provide the network and services for meeting the demand for 
power, communication and gas. 
 

23. The DAs and WASAs have been devolved, but owing to a stay order issued by 
the Governor continue to be the responsibility of the GoPb. This retention by the 
Provincial Government results in a dichotomous situation whereby the TMAs are 
held accountable for all faults in the provision of these services by the DAs and 
WASAs, but have no authority to remedy the situation as these organisations have 
not been devolved totally. The creation of PHATA is a rollback of the devolved 
functions of the TMAs. The PHATA Ordinance needs to be revised to exclude the 
implementation component and limit it to the setting of standards, rules and 

                                                 
45 This has now been handed over to the Punjab Industrial Estate Management Company which 
is mandated to develop model industrial estates and mange their affairs.  The GoPunjab has 
provided Rs. 1 billion as a revolving fund to establish the Sundar Industrial Estate in Lahore, and 
subsequently in Faisalabad and Rahim Yar Khan 
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regulations, and their implementation. In order to build the capability and capacity of 
the TMAs to ensure long-term sustainability, PHATA should instead be mandated to 
provide technical assistance to the TMAs46 in a manner which is being proposed for 
the Resource Centre being established by the HUD&PHED.  Each of these “roll-
back” actions by GoPb is against the spirit of devolution and sends out signals 
which create for divided loyalties among the staff posted to the local governments. 
However, like in WATSAN, the provincial government is of the view that this might 
be viable over the medium to long term but in the short term PHATA is needed to 
perform its role as legislated. The reason being, a lack of capacity at the local level 
and no mechanism to oversee a large number of players adhering to policy 
guidelines of the provincial government. TMAs have been mandated by the same 
provincial government to perform certain roles as well. Even if such an ‘unstable’ 
equilibrium is to exist in the short term, the provincial government needs to execute 
the long-term strategy immediately and make the short-term, a part of the long term. 
 

24. Under the PLGO the City District Government is responsible in the City District 
and the Tehsil Municipal Administration in the common district, is responsible to 
undertake spatial planning in the district, thereby implying land-use control, and for 
planning for industrial growth and attracting private sector investment. The 
Tehsil/Town Municipal administrations are responsible for water supply, sewerage 
disposal, drainage of surface water, spatial planning, solid waste disposal and other 
municipal services in towns and in the rural areas. The capacity of these local 
government units is severely limited. To ensure that these functions are performed 
by the level of government mandated to do so, various actors should assist in 
enhancing the capacity of the local government. This can be undertaken through 
different donor supported programmes and especially the Devolved Social Services 
Sector Development Programme (DSSP) which is mandated to build the capacity of 
local governments. 
 

25. The Federal Government controls Industrial, Trade and Investment Policy and is 
also responsible for the oversight of the utility agencies. The Cantonment Boards 
(responsible for the development of cantonments meant for establishing bases for 
the defence forces and for housing serving military personnel), and the Defence 
Housing Authority47 (responsible for developing land for allotment to serving/retired 
defence services officers for housing construction and commercial buildings), draw 
on the utilities, water, sewerage and sanitation facilities from their host cities. The 
latter also have rules and regulations governing urban infrastructure and 
construction. These vary substantially from those of the host city or town without 

                                                 
46 Each of the Provincial Governments has recommended the abolition of this tier of local 
government to be replaced by the historical Town Committees, Municipal Committees and 
Municipal Corporations other than in the City Districts where the Town Municipal Administrations 
exist. The reference to the TMAs here is to the Tehsil Municipal Administrations. This, however, 
would negate the very cornerstone of the devolution process which was also to remove the stark 
differentials in access to municipal infrastructure between the urban and rural environments. 
47  The DHA is the successor to the Defence Officers’ Co-operative Housing Society which 
violated the original conditions of the land grant limiting the use of lands sequestered for the 
building of military cantonments.  This diversion of use has been declared, by the Supreme 
Court, to be ultra vires the land grant. The decision required that control over these portions of 
the original land grants revert to the concerned provincial government 

 39



 

regard to the spill-over impact it has on the environment of the host city48. Similarly, 
a host of other government organisations hold control over land within cities and a 
similar discordant set of rules and regulations exist. 
 

2.3.2 Private Sector 
 

26. The private sector is actively represented in the sector through architects, 
planners and design engineers, the land developers and building contractors, and 
the transporters in the formal sector. In the informal sector, the land developers are 
present in the form of a mafia which is engaged on encroaching on government 
land by creating katchi abadis overnight, petty contractors who construct katcha 
housing overnight to lend weight to the land mafia, artisans and skilled workmen 
who provide their services on hire for house improvement, renovation or repairs. 
Apart from the formal bus and taxi companies providing public transport services, 
the bulk of the public transport is provided by owner-operators or single vehicle 
owners plying their vehicles through drivers. 
 

27. The private sector on the whole operates without any regulation.  In the sites 
and services arena, particularly, there is no control over them where they advertise 
the availability of land.  They show plans for development on lands outside the city 
limits and beyond the boundaries of control of even the DAs. This ensures that they 
are not violating any law other than the laws on premeditated fraud.  It is 
unfortunate that even though government agencies are aware of such activities 
actions against the perpetrators of the land scams are not dealt with by law under 
the Criminal Procedures Code. All actions are initiated well after these perpetrators 
have either absconded or farmed in large sums of cash from the unsuspecting 
public.   
 

28. Even though lying mostly outside the ambit of law and of dubious legal status, it 
must be realized that katchi abadis are part of the solution and not the problem 
when it comes to issues of land and shelter for the poor. The dynamics of these 
abadis, their growth, private provision of land and services and the way the poor 
construct housing over these can be and has been a beacon for the government 
(the KKB being a case in point). The Government of Punjab should also research 
and learn from how the poor react to incentives provided by the private sector and 
over come the problem of ‘moral hazard’ through using the ‘user pay’ principle and 
make a profit at the same time! Firstly, the government may want to keenly study 
the patterns and then try to regulate some parts of the transaction which are 
exploitative and/ or part of bad ‘non-planning’. Secondly, some of the positive 
lessons may be incorporated in government housing/ land schemes for the poor. 
 

2.3.3 Civil Society Organisations (CSOs) 
 

29. A large number of CSOs operate in the sector, particularly in the Katchi Abadis 
of major urban settlements.  They organise communities in the katchi abadis for 
improving municipal services, particularly in the removal of sewerage by 
constructing street level drains and underground small-bore sewerage systems to 

                                                 
48 Witness the reclamation of land from the sea in Karachi.  This is beginning to silt-up the 
Karachi Port and is impacting on the sea board along Karachi’s coastline 
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link to the arterial mains on a self-help basis.  They rely on the methodology 
developed by the Orangi Pilot Project (OPP) in Karachi and in some instances 
collaborate with the OPP. One such case is in Jaranwalla where the OPP is 
providing technical support and some financing to the Anjuman-e-Samaji Behbood 
for improving the water supply and sanitation network and mapping the urban 
service infrastructure using satellite imagery. Non-governmental organisations 
(NGOs) are also engaged in the provision of micro-credit and capacity building 
services to empower the poorest segments of urban society to improve their income 
generation capability to pull them out of the poverty trap. There is a need for more 
of these interventions as will be discussed later in the paper. 
 

2.4 Development Programmes and Projects 

2.4.1 Government Initiatives under the ADP 
 

30. The GoPunjab has a number of housing, sites and services schemes either 
currently under execution or planned for the near future. Some of these are targeted 
towards the poorer segments of society while others are meant to meet the needs 
of specific groups, such as government servants. For this purpose it has 
established the Punjab Government Servants Housing Foundation (PGSHF) 
through an Act of the Punjab Assembly on 23 February 2004. The government has 
established a revolving fund from which the HUD&PHED propose to spend over Rs 
270 million to establish the first Government Servants Housing Scheme at 
Mohlanwal in Lahore. 
 

31. As part of their Five Year Perspective Plan (2003/4 to 2008/9)49 HUD&PHED 
would be completing the on-going area development schemes in Sargodha, 
Khanewal and Layyah and the 3-marla housing schemes in Faisalabad and Lahore. 
These latter are meant for the poorer segments of society largely for the 
resettlement of persons dislocated from katchi abadi upgrading and improvement 
programmes. The Department has also proposed to undertake completion of 13 
new area development schemes, start another seven50, take up rehabilitation of old 
schemes51, site and services development scheme for expatriate Pakistanis, and 
initiate a Sasti Basti programme to develop 3-Marla plots free of cost to the shelter-
less peasants, and prepare a land use plan for the province and the districts. All of 
these are being developed on government land or lands purchased for the purpose 
through the GoPb’s own resources initially. As these are meant to be developed 
and sold on a cost-recovery basis, the net impact on GoPb’s resources would be nil 
over the completion period. However, in the interim the GoPb would need to provide 
bridge financing. Each one of these encroaches on the responsibilities mandated 

                                                 
49 This is part of the Ten-Year Perspective Development Plan for land development proposed by 
the Department for the period 2001/02 to 2010/11 at an overall cost of Rs. 10.456 billion.  In 
addition the Plan also envisages the construction of low-income flats at a cost of Rs. 7.040 
billion.  Subsequently the Five-Year Perspective Plan (2003/04 to 2008/9) has included a 
scheme for developing sites for the expatriate Pakistanis at a cost of Rs. 2,000 million. 
50 Letter dated 10 January 2004 from DG Housing and Physical Planning to the Secretary 
HUD&PHEDD 
51 Rehabilitation should ideally be part of the current budget to be undertaken from revenues 
generated through taxes, fees and charges levied on properties.  Inclusion in the development 
budget overstates development expenditure. 
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for the district governments by the PLGO 2001. It is argued that since the DGs at 
present do not have the capacity to undertake such schemes, PHATA is only acting 
on their behalf. In the future, capacity increases, PHATA would relinquish 
implementation and revert to an advisory and supervisory body to ensure 
adherence to province-wide plans, policies and standards.   
 

32. In the Punjab 1,100 katchi abadis had been identified and listed in the survey 
(circa 1985).  Of these 277 were deleted for a variety of reasons. Of the remaining 
823, only 715 have been transferred to the DGKAUI for regularisation through 
leasing and for up-gradation and improvement52.   In addition to those identified 
earlier, another 500 katchi abadis from the pre-1985 era and 347 established since 
then (but ignored by both the DGKAUI and latterly the TMAs) have been identified.  
The DGKAUI is currently implementing a four-year plan for the up-
gradation/development of katchi abadis in the province. The KAUI proposes that of 
the 83753 recognised katchi abadis54 in the province, they will only upgrade or 
develop 232 in a four year period, 2002/3 to 2005/6 at a cost of Rs. 680 million. This 
would help improve 24,000 housing units (thereby improving the lives of 192,000 
people resident in these units). Once again these proposals and subsequent 
actions usurp the responsibilities of the district government. By transferring 
responsibilities for slum improvement and squatter settlement regularisation to the 
TMAs and retaining overall monitoring, support, facilitation and capacity building 
within the DGKAUI, the spirit of effective local government will be fortified.  
 
33. It needs to be highlighted that the scale of this activity is miniscule compared to 
the scale of the problem (232/837 = 27.7%). This retarded pace of upgrading will 
produce marginal results and the number of the beneficiaries will also be very small. 
Serious efforts need to be made to at least regularize and upgrade all the 
recognized katchi abadis within the next few years since they have been eligible for 
such government support since past 20 years (government recognition was granted 
in 1985). This should be a critical priority for the government as considerable 
amount of time has elapsed. 
 

 

34. In the arena of water supply and sanitation, the WASAs55 provide these services 
in the five primate cities of the Punjab, and the TMAs are responsible for the other 
urban settlements.  In addition the PHED is in the process of implementing the 
WSS schemes under the CM’s Accelerated Social Development Programme. This 
also encroaches on the legal mandate of the TMAs.   
 

35. In the arena of urban transport the Transport Department has put together an 
urban bus service franchise scheme which has introduced long-chassis buses into 
some of the cities. This has displaced a large fleet of short-chassis buses and 
wagons which had become the bane of the urban traffic. These long-chassis buses 

                                                 
52 As stated in the Implementation Status on National Housing Policy 2001  
53 As stated in the Master Plan for Up-gradation/ Development of Katchi Abadis in the Punjab 
54 Those in existence before 1985 
55 WASAs are either in city district Lahore or the city districts in transition (as they were classified 
by NRB) of Multan, Faisalabad, Gujramwala and Rawalpindi. So in these cities they go, under 
the PLGO, to the CDG. Elsewhere, they can be corporate bodies under the TMA; the TMA can 
have such bodies, and even can set-up these bodies in partnership or as a joint venture with the 
private sector. 
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charge a tariff which is not necessarily pro-poor. The Regional Transport Authority 
(RTA) in each district is responsible for issuing the route permits for public transport 
vehicles and for fixings the maximum fare tariff. The permits issued to bus owners 
under the franchise scheme have ensured a monopoly to each operator on 
specified routes. As a consequence the traveller is denied the benefit of competition 
in both the quality of service available and the fare charged. Most transporters also 
violate the terms of the franchise with impunity. In a recent decision the Supreme 
Court has declared these franchises to be in violation of the Constitution and has 
restored the right of the non-franchised operators to ply their trade. It has, however, 
given the GoPb a period of six months within which they are required to design and 
implement an alternative plan within these parameters. Any alternative would gain 
by being market oriented, encouraging competition which would automatically bring 
fares down. 
 

2.4.2 Donor Assisted Projects and Programmes 
 

36. Urban development schemes which are being funded through a loan/grant for 
the IFIs or multi-lateral agencies are the ADB’s Southern Punjab Basic Urban 
Services Project (SPBUSP), the UNDP’s National Urban Poverty Alleviation 
Program (NUPAP), and the UK Department for International Development (DfID) 
assistance to Faisalabad. It may be noted here that these programmes are in 
different stages of implementation. They also have varying degrees of relevance to 
the devolved system of government. The government and the donors need to cull 
out the learning from these programmes and share them with a wider audience. 
The government needs to insist upon donors to openly share findings of projects 
that they undertake, specially the ones through grants, which the government does 
not seem to own up or contribute to at all. The ones undertaken through loans and 
assistance of the multilaterals equally need to disseminate the findings undertaken 
by joint teams involving the government and relevant civil society organisations. 
 

ADB: Southern Punjab Basic Urban Services Project 
 

37. The Project intends to (i) reduce urban poverty, improve community health, and 
reduce environmental degradation in 21 project towns by improving the water 
supply, sanitation, solid waste management, and roads for low-income 
communities; and (ii) ensure sustainability of urban investments by strengthening 
institutional capacities of newly devolved local municipal agencies. The Project is 
expected to improve the living conditions and quality of life of about 3.6 million 
urban people, mostly in low income communities. The Project will comprise the 
following main components: 
 

a. development of infrastructure for basic urban services, including community 
development and participation; and 

b. institutional development including the development of municipal management 
systems for local government agencies, support of project implementation, and 
incremental administration support 
 

38. Under the first component, the Project will improve infrastructure in: (i) water 
supply, (ii) sewerage systems and wastewater treatment, (iii) solid waste 
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management, (iv) road links for low-income areas, (v) slaughterhouses, and (vi) 
incremental land development for the poor. This component will also include 
community development and participation, aiming to ensure sustainability of 
investments and to develop organisational and human capacity in local government 
agencies for participatory human capacity in local government agencies for 
participatory processes targeted to reduce poverty and provide basic needs. 
 

39. Under the second component, municipal staff of the TMAs will be trained in 
institutional capacity building and revenue improvement. The GoPunjab and the 
TMAs have agreed to take necessary fundamental steps to (i) increase the TMAs' 
revenue base in a sustainable manner, and (ii) enhance and stabilise the TMAs’ 
institutional capacity and organisational setup. This involves making adjustments to 
fully align the TMAs’ organisation and institutional structure in accordance with the 
requirements of PLGO 2001, and improving overall financial management. Because 
the Project’s sustainability depends on these reforms and adjustment measures, the 
TMAs and GoPunjab have agreed that action on them be a prerequisite for the 
TMAs’ entry into the Project. Considering that TMA commitment alone will not be a 
sufficient basis for a successful and sustainable investment programme, GoPunjab 
has agreed to take pending policy actions to support the TMAs in accordance with 
PLGO 2001. 
 

40. The estimated project cost is $128.6 million equivalent56, comprising foreign 
exchange costs of $18.2 million (14%) and local currency costs equivalent to 
$110.4 million (86%).  The ADB is extending US$ 90.0 million as a loan. The 
GoPunjab is investing the equivalent of US$ 28.3 million and the Towns and 
Communities will contribute the equivalent of US$ 10.3 million. 

 

UNDP: National Urban Poverty Alleviation Program (NUPAP) 
 

41. Based on lessons learned from successful community based urban initiatives in 
Pakistan, the Orangi Pilot Project (OPP), the UNDP funded Programme for the 
Improvements of Livelihoods in Urban Settlements [PLUS] and National Rural 
Support Programme's [NRSP] Urban Poverty Alleviation Programme, the NUPAP 
will apply lessons learned from these successful community based initiatives in 
cities throughout the country. The present project will be applying a model, which 
supports and promotes affordable, self-help based incremental development 
initiatives. The programme’s main areas of focus are social mobilisation and 
community empowerment through affordable, self-help initiatives to support income 
generation and to improve local conditions; and support decentralization and 
strengthening of local government by facilitating partnerships among communities, 
local government bodies, NGOs and the private sector. By experience sharing and 
documentation of best practices the project will feed into and support national policy 
development.  In the Punjab, NUPAP will continue the PLUS work in Gujranwala, 
Faisalabad and Multan and extend the work to Rawalpindi and other cities as 
funding resources permit. At the national level the NUPAP is estimated to cost US$ 
10 million. The UNDP has pledged US$ 1.42 million and the GoPunjab has 

                                                 
56 1 US$ = PKR 57.8 
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contributed the equivalent of US$ 245,000. The shortfall of US$ 8.335 million will be 
raised through bi-lateral donors and other sources57. 
 

DFID: Faisalabad Area Upgrading Project 
 

42. The project consists of two components. The first is the promotion of economic 
and social welfare for slum and Katchi Abadi dwellers and the second to improve 
primary infrastructure for water supply, sewerage, drainage and solid waste. An 
important feature of the project is to develop a sustainable capacity within the 
communities to manage the upgrading. This has now been in operation for a 
number of years with mixed success58. 

World Bank: Punjab Urban Sector Development59

 

43. The GoPunjab is currently negotiating a project with the World Bank for both 
investment into the development of the sector and also provision of technical 
assistance to increase the capabilities of sector institutions and agencies to plan for 
the development, management and funding of urban growth. The components of 
the project include (i) urban planning and management, (ii) land and housing, (iii) 
institutional development, (iv) water supply and sewerage, (v) solid waste 
management, and (vi) municipal finance.  The envisaged cost of the project is of the 
order of US $ 1.37 million. 

3. Issues, Concerns and Solutions 
 

44. As in the rest of the country, urban settlements suffer from various deficiencies 
in infrastructure. Scale of provision and inadequate quality, even if it is functional, 
which in a very large number of cases it is not, particularly in small and medium 
sized towns. There is not a single sewage treatment plant (except a small one in 
Rawalpindi). The road network is poor, there are no facilities for pedestrians 
(footpaths, crossings, street lights etc.) What ever level of service delivery 
infrastructure is available in the various towns and cities; it is under extreme 
pressure and spread quite thin; this is owing to the growth and concentration of 
economic activities in town centres and in large neighbourhood markets. A 
consequence of this is the spill-over on to the streets in the form of shop-front 
extensions, hawkers and vendors and spill-over storage and display from shops.  
This, in turn, results in increasing the congestion on the streets which impedes 
traffic flows. The traffic flows are far higher than the capacity for which the streets 
were designed. Further, owing to a concentration of activities, the rapid spread in 
the urban sprawl, a densification of population through the conversion of single 
storey structures to multiple stories, the water supply and sewerage infrastructure 
as well as the utilities’ infrastructure are overloaded and result in frequent 
breakdown of services. The breakdown of the water and sewer systems results in 
the collection of water in large pools. Because these pools are not cleared in time, 
they stagnate and breed mosquitoes and flies. As a consequence this spreads 
malaria and cholera, both of which are endemic in all urban settlements of the 

                                                 
57 The description is culled from the project document 
58 The description is based on the information contained on the Pakistan Web Page of GHK International 
59 This is currently being negotiated with the World Bank 
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province. All of these are consequential impacts due to the constraints in the 
effective delivery of urban services. These constraints include a lack of stakeholder 
participation in the planning, design and implementation of development projects; 
low investment levels; inefficiency of public institutions; a lack of accountability; and 
limited resource mobilisation by local governments. 
 

45. Systems for water supply, sewerage, and solid waste collection also suffer 
greatly from poor design, operations and maintenance (O&M). The PHED designed 
and constructed the water supply systems, then turned them over to the local 
government for O&M. Local government is then faced with the issue of handling the 
gaps between the design of those systems and the real consumer demand. The 
gaps are often considerable which result in poor utilisation of these systems, poor 
cost recovery and the need for permanent subsidies. 
 

46. The collection and disposal of municipal solid waste is mostly poor. However, 
with the advent of the Afghan refugees who have settled into these towns at their 
fringes in katchi abadis the recyclable component is collected and disposed off. The 
remaining uncollected waste causes adverse environmental effects, such as bad 
odours and breeding of flies. Poor collection and removal of solid waste also leads 
to clogging of sewer lines (mainly because of plastic shopping bags), a major 
problem of urban infrastructure systems. Blocked sewer lines make household 
sewage disposal ineffective, and result in ponds of sewage in lanes and streets. 
This encourages the spread of diseases such as malaria and cholera which in turn 
places additional burden on public sector health facilities by the poor. The ponding 
of sewage and effluent water also damages private and public properties, disrupts 
traffic; infiltration of sewage into the aquifer contaminates the water making it non-
potable. Most households in the sweet water zone use shallow groundwater, 
through hand or motor pumps, as their main water source. Some basic services are 
totally missing in peripheral and under-serviced areas of most towns, particularly 
water, sewage and solid waste disposal, sanitation and paved roads (ADB 2003). 
 

47. Most of the problems in this sector also have their roots in poor governance, 
particularly related to institutional and organisational issues, and the lack of 
technical capacity and capability. The overarching concerns relate to lack of a 
holistic strategy for urban development and management, and the non-availability of 
adequate resources, both financial and human, for delivering and maintaining 
services needed at an acceptable level of quality. The newly established local 
governments lack the technical and managerial capacity needed for effective 
delivery of municipal services and functions. The DAs and the WASAs are 
beginning to lose these as they have not kept abreast of the knowledge, skills and 
attitude needed for the changed environment introduced by devolution. They still 
rely on subsidies and have a poor understanding of the context of devolution which 
emphasizes self-reliance. Further, they have little or no concept of the term and 
obligations associated with “customer service” (World Bank 2004). The Asian 
Development Bank identifies the problems of the sector as a consequence of rapid 
urbanization which has overtaxed the abilities of government institutions to provide 
adequate infrastructure and urban services. “Much of the urban growth has been 
uncontrolled and unplanned, because of the absence of effective planning and 
enforcement tools, and insufficient development of human resources” (ADB 2003).  
Most of the issues of and the constraints faced by the sector relate to more than just 
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urban poverty. This is particularly so, as the over-arching issues related to 
governance, institutional reform, finances, management, planning and the sector 
specific issues impact on urban poverty and the quality of life for those within the 
poverty net. These are discussed in the following paragraphs. 
 

3.1 Institutional and Management Issues 

3.1.1 Planning and Management 
 

48. The absence of an overarching body which can ensure that an integrated urban 
and housing strategy for growth and management is developed and implemented 
results in the urban areas not acting as the dynamic growth centres which they are 
capable of becoming. There appears to be some understanding in the role of cities 
and the way in which the smaller towns can be used to reduce the impact of rising 
poverty in the province. However, it is unclear whether the constraints caused by 
and the impact of poor local governance, inappropriate regulatory and investment 
environments (in both legislation and implementation), critical infrastructure 
bottlenecks, severe service delivery deficiencies, distortions in land and housing 
markets, and the inefficiencies caused by a plethora of overlapping and parallel 
institutions running in tandem with local governments institutions is realised 
completely. They severely handicap the growth of private business and impact on 
the poor disproportionately. They also result in an uncoordinated development of 
urban areas resulting in insufficient and poor quality of infrastructure varying across 
the spectrum of urban settlements. To ensure that there is some comparability in 
the standards used for development, the GoPb has set up a number of agencies 
which have come into existence as required over the passage of time. These are 
the proposed revival of the PHED, the DGKAUI, the PHATA and the Punjab 
Municipal Development Fund Company. However, each works without any 
coordination between them. To complicate matters further they are housed within 
different administrative departments. In addition there is plethora of parallel bodies 
spanning the several tiers of government from the federal agencies to the union 
councils, each with their over-lapping or subordinate mandates, both without the 
cohesive coordination necessary. 
 

49. On an immediate basis, a mechanism for coordination needs to be established 
which should be mandated to develop and update (as required) an overall urban 
development and management policy framework and commensurate strategies and 
plans within this framework, facilitate implementation and act as a catalyst for 
planned urban growth and development.  
 

50. A proposal is on the anvil in the form of the Punjab Urban Commission (PUC). 
However, to set this in the right context and given the past experience of the 
government in setting up such bodies which just add to the bureaucracy without 
adding real value to achieving the ends. It is suggested here that an exceptionally 
strong team may be field through a TA under the PRMP or DSSP, manned by 
technocrats of national standing in the field to lay out the parameters and a blue 
print for this commission.60 However, it is hard to consider a Commission that has 

                                                 
60 Annexure A sets out some ideas and builds on this argument and gives a few pointers to what the TA 
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anything less than a statutory status, to be effective at all in our socio-political 
context. 

 

51. Planning continues to use antiquated approaches and focuses largely on 
Master Planning, which is based only on the development of land-use plans rather 
than a holistic approach to urban and regional development plans. These are 
prepared without any participation of the citizens. Even where such land-use plans 
exist, they are implemented only partially owing to the political economics of land 
development. This needs to be replaced by a process of strategic planning, 
facilitation and regulation the public sector segments of which need to grounded in 
reality by linking them to the budgetary resources available. This would ensure that 
such plans are practicable. However, this presumes the availability of detailed 
information on existing services, their networks and their service levels. This is 
conspicuous by its absence. The TMAs should be encouraged to prepare base 
maps of their cities using satellite imagery as is being done with the help of OPP in 
Jaranwalla. The provincial government (or an independent agency) should contract 
out the development of city-specific development strategies, within an overall 
framework of urban development. The province (agency) should prepare the 
framework itself in consultation with Nazims of DGs and TMAs and weave in the 
concept of community participation in the process of developing these CDSs. 
 

52. A review of the master plans in Lahore and Gujranwala by the World Bank 
Mission (Apr 24-May 4, 2005) reveals that the plans are not based on well-
articulated strategic vision of future economic, social and environmental conditions. 
The plans do not identify the key actions that are needed to promote economic, 
social and environmental conditions. The plans do not identify the key actions that 
are needed to promote economic development, improve housing affordability, 
mobility and quality of life. The Bank’s detailed review of the Lahore master plan 
revealed that it is not based on accurate data, fundamental analysis, nor does it 
comprehensively treat the CDGL. In fact the plan excludes both the Cantonment 
and Defence Housing Authority Areas and it ignores areas outside the boundaries 
of the former LMC. With the exception of Lahore other cities’ master plans are 
outdated and of little use for informing current policies and programs. The master 
plans, zoning and land use controls are unrealistic and overly restrictive with 
respect to development densities and spatial structure. Floor area ratios for 
residential and commercial development are too low and do not reflect the 
economic value of urban land. Most significantly, master plans do not reflect a 
feasible strategy for financing the required infrastructure investments. For example 
the Lahore Master Plan provides a wish list of medium-term capital projects, but it 
does not develop a strategy that would utilize fees and user charges, property 
taxes, special assessment, land value capture, as well as intergovernmental grants 
and loans to recover capital, operating and maintenance costs in a sustainable 
manner. (World Bank Mission, Apr 24-May 4, 2005) 
 

                                                                                                                                                       
team should be charged to do and what, if at all, a permanent or supra body might be mandated to address.  
The Annexure also lists out certain tasks that the team might undertake. It is recommended that at least the 
following should be part of such a team: Mr. Tasneem Siddique, Mr. Arif Hasan, Mr. Reza Ali and Dr. Ali 
Cheema. 
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53. City planning areas need to be expanded to include peripheral lands 
surrounding large Punjabi cities. Strategic planning needs to include the full 
participation of the CDGs, TMAs, Union Administrations, Cantonment Boards and 
Defence Housing Authorities (DHA). Widening participation will require highly 
effective coordination mechanisms. (World Bank Mission, Sept 17-28, 2005)  

54. Large cities in the Punjab need to assess the impacts and effectiveness of 
urban planning and land development regulations- floor area ratios, land use 
zoning, subdivision regulations, rent controls are a few examples. Land prices in 
Lahore and other cities of the Punjab are very high relative to income. To what 
extent is this due to excessive land use regulation and inefficient land titling 
systems? Do current regulations support economic development goals and 
objectives? If not they should be revised. The CDG will need to provide the overall 
planning regulatory framework for urban development. (World Bank Mission, Sept 
17-28, 2005)  

55. The Punjab Province and cities need to address the very important problem of 
the lack of urban management capacity. Without adequate capacity, cities will 
continue to grow inefficiently and haphazardly, thereby undermining the 
government’s economic development goals. The Devolution Plan has devolved 
substantial authority and responsibility to the Local Governments. However, these 
Local Governments don’t have the financial, technical and management capacity to 
shoulder most of this responsibility.  Reforms need to be undertaken to strengthen 
the LGs. These need to focus on increasing accountability, increased participation 
of stakeholders in the design and implementation of programs and policies, 
ensuring the induction of better quality staff and rationalizing the existing staff, 
providing training programs, strengthening the management system and linking 
future financial assistance to past performance. Options need to be considered for 
involving the private sector in the provision of services in which case the public 
sector would act as facilitator/regulator. (World Bank Mission, Apr 24-May 4, 2005) 

56. The effective management of large cities requires professional expertise that is 
lacking in the public sector, and hiring from the private sector remains an issue. The 
most technically well endowed agencies in the 5 large cities are the DAs and even 
their skills do not match the full spectrum of expertise required (such as developing 
strategic plans or capital budgets linked to them). Furthermore, with their original 
mandates lost they are fast becoming implementing agencies and are at the risk of 
losing their planning capabilities if their expertise is not put to constructive use. 
There is a need to induct people with professional expertise into the public sector, 
however this needs to be done once institutional structures have been rationalized 
and mandates assigned to them. (World Bank Mission, Apr 24-May 4, 2005)   
 

3.1.2 Inter-Governmental Roles and Responsibilities 
 

57. There is an absence of clear responsibilities and authorities across departments 
and levels of government. In some instances dichotomies exist and in others there 
is a fragmentation of roles. For instance, the TMAs are the executing agencies for 
sites and services projects, and the District Governments (DGs) are responsible for 
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spatial development planning61. In the execution arena, the TMAs are responsible 
for the development of municipal services with community participation, while the 
responsibility for community mobilisation is shared with the Union Councils (UCs). 
This needs to be clarified and the roles and responsibilities clearly enunciated both 
within the tier of the local government system and across the two tiers of local and 
provincial governments. Three years after the devolution of powers, the provincial 
government continues to retain the authority of human resource management from 
recruiting to termination, particularly with respect to officers. This should now be the 
purview of local governments. Unless this is done, the success of the devolution 
process will be doubtful, as staff loyalties will be divided, thereby impacting on 
motivation and efficiency. 
 

58. As pointed above, currently at the provincial level the very existence of the 
TMAs is being questioned. However, there are counter-arguments which are 
presented in favour of the TMAs themselves. These tend to point to the fact that the 
GoPb rather than building the capacity of the TMAs, has consolidated or is in the 
process of consolidating to itself the responsibilities for undertaking functions such 
as the implementation of sites and services, and the water supply and sanitation 
projects and schemes even though these have been devolved to local 
governments. Further, the TMAs provide opportunities for inter-linking the urban 
and rural areas. Opportunities also are being created for benefiting from economies 
of scale which did not exist in the previous system of a hierarchy of municipal 
bodies by the exclusion of the rural sector. In addition, the scarce human resources 
for planning and managing service delivery will need to be created only within a 
much smaller number of TMAs. 

 

59. The provincial level needs to assume a greater role for regulation and oversight 
rather than service provision. To fulfill this role effectively it needs to 
develop/reorganize requisite institutions with necessary capacity and clear, 
complete mandates that do not overlap. (World Bank Mission, Apr 24-May 4, 2005)  

 

60. While devolution is seen as positive and in the long run very beneficial, it has 
caused a range of problems associated with urban land management, esp. in 
Lahore. The formation of six TMAs in the Lahore district, and the associated 
devolution of urban planning and the infrastructure to the CDGL and the individual 
TMAs has created considerable confusion regarding the roles and responsibilities of 
CDGL, LDA, and the TMAs. This is further compounded by the continued 
independence of the Cantonment Board and Defence Housing Authority over urban 
planning and urban infrastructure services. An additional problem is the lack of 
spatial coherence regarding urban services. For instance, in the case of Lahore, 
WASA’s service area does not cover the entire CDGL. Several TMAs are in the 
awkward position of having WASA service coverage for only a portion of their 
jurisdiction. Furthermore, the existing WASA service area does not include the 
suburban ring of the CDGL where most of the cities growth will take place over the 
next 15 to 20 years. While these problems are less complicated in the Punjab’s 
other major cities those with multiple TMAs are likely to face coordination 

                                                 
61 City District Governments are responsible for this in the city district and the TMA in the common 
districts. 
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challenges. In Gujranwala, the district is divided into two TMAs, one covering the 
existing urbanized area within the ring road, and the other covering the periphery. 
The spatial structure is sure to surface land management and infrastructure 
programming issues. (World Bank Mission, Apr 24-May 4, 2005) 
 

61. There is a need to study the existing institutional structure and capacity of the 
TMAs vis-à-vis their mandated responsibilities.  The study may aim at producing 
proposals for strengthening the TMA and consolidating its linkages for the 
performance of its mandate and coordinating its workings with the other entities. 
This should also be accompanied by studying the roles and responsibilities for 
urban development and municipal service delivery assigned to other tiers in both 
the local government system and the federal system of government prevalent in the 
country. The study should also examine the roles and responsibilities of the various 
government agencies and departments and the para-statal organisations impaction 
on city management.   
 

62. The DGs are mandated to plan for local economic development and spatial 
planning, but the TMAs have powers over the tools (taxes and user charges) which 
will encourage this. Planning for and encouraging investments for economic 
development are the mandate of the Industries, Commerce and Investment 
Department of the province and its counterpart in the districts. This assignment of 
responsibilities needs to be clarified and a clear demarcation of roles and 
responsibilities needs to be legislated. 
 

3.1.3 Municipal Finance 
 

63. It is estimated that the aggregate resources generated by the TMAs is 
substantial, between 30 to 35 percent of the total provincial own resources (World 
Bank 2004).  However there are substantial variations in resource availability across 
the band of TMAs. The overall financial management is constrained by poor 
systems and procedures, the absence of cost centre based accounting, unskilled 
manpower who have little or no opportunity for improving skills, a lack of linkage 
between budgeting and planning, the lack of buoyancy in the grant which has 
replaced the octroi/ zilla tax, under-exploitation of local revenue sources, and 
inefficiencies in collection and record keeping. In the absence of proper information, 
it is not possible to track pro-poor expenditures. TMAs should be provided the 
assistance needed to improve financial management, ranging from accounting and 
book-keeping to resource generation and recovery on an urgent basis. This could 
be done through the DSP programme which has funds allocated specifically for this 
purpose. As an initial step the already devolved function of assessment and 
collection of Urban Immovable Property Tax should be accompanied with the 
resources needed to engage property valuation professionals to assist them until 
such time as they develop their own in-house capability. 

 

64. An attempt should also be made to improve the resources available to the 
TMAs. There are several areas for improvement of own resources. The two most 
significant include property tax and user charges, particularly those for water. The 
property tax is an important source of revenue for local governments worldwide and 
in the US provides 50% of the local government revenue. However in the Punjab, 
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the UIPT accounts for, only about 4% of the local government revenue. Even this 
figure is expected to fall substantially with the expansion of exemptions to all 
properties under 5 marlas which make up a considerable share of the properties to 
be taxed in many jurisdictions. Even before this exemptions in land and property 
taxes were substantial. Local governments need to consider the financial impact of 
the various measures that reduce UIPT base and yield including exemptions, 
reduced rates and zero rating areas with a view to improving tax yield. Local 
governments should consider removing the exemption granted to owner occupied 
properties as these are iniquitous. These exemptions should be given to only the 
widows, minor orphans and indigents. To improve the lot of such persons, TMAs 
should also consider exempting them from all local taxes and, where feasible, also 
provide a subsidy for services and utilities provided by the TMA itself. On the 
principle of reciprocity government owned and occupied properties should pay 
property tax, just as LGs pay taxes on their motor vehicles. Another measure to 
improve the yield and buoyancy of property tax is the move to a capital value type 
system where property tax is levied on a capital value rather than rental value. The 
advantage of this would be the removal of under-valuation to a very large extent. 
Such efforts must continue as since buoyancy of the tax under the ARV (Annual 
Rental Value) base is quite inadequate and does not even keep pace with inflation. 
While enhancing the base and buoyancy of property tax is an important objective, 
results are typically felt over the medium term, and improvements must be paced 
within political and administrative constraints. Other revenue tools, such as the 
value capture and development impact fees should be explored as complementary 
measures to increase revenues more quickly. The instruments can be particularly 
useful as land use regulations evolve along with the modernization of the large 
cities of Punjab. 
 

65. There is currently a misalignment in the CDGs between the responsibilities 
assigned for service delivery and the financial resources provided to them. This 
appears to have emerged because in the decentralization model as originally 
designed the City Districts were primarily implementers of provincial and federally 
funded programs in health and education and not providers of urban services. 
Accordingly, no significant local revenue sources were allocated to them. These 
taxes and fees were instead allocated to TMAs.  However it was decided that the 
CDG of Lahore should become an important local service provider in sanitation, 
solid waste management and urban transportation. A similar set of functions is likely 
to shift to the four newly created CDGs. Even so the allocation of the own revenue 
base of the local taxes and fees has not been adapted to reflect these 
responsibilities. Moreover in Lahore the old formula used in the Municipal 
Corporation of Lahore (MCL) which shared half the property tax with the specialized 
agencies of WASA and LDA was not adapted to reflect the substantially larger 
service areas of the CDGL after devolution. Now that the four new CDGs have been 
created the issue of alignment between functional responsibility and finance has 
surfaced and must be addressed. (World Bank Mission, Sept 17-28, 2005) 
 

66. In the City Districts, it would be wise to reconsider the decision to shift the 
collection of UIPT from the Districts to the TMAs given the changes it’s undergoing, 
the erosion of its base as well as the limited capacity of the Towns for administering 
such a complex tax. Moreover the introduction of four more CDGs calls for the 
reconsideration of the allocation of the UIPT to City Districts providing further 
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justification to reconsider the move of the collection of the UIPT to the Towns. 
(World Bank Mission, Sept 17-28, 2005) 
 

67. A number of helpful measures are under consideration in the context of the 
impending Provincial Finance Commission award. These measures start the 
process of providing incentives to local governments to manage service delivery 
more effectively. These include: a shift from direct funding of existing costs to a 
formula based transfer; direct sharing of the buoyant GST revenues in the grant to 
replace octroi; reduced reliance on interception transfers as a source of payment of 
utility bills; and measures to manage electricity demand. Timely implementation of 
these concepts has promise for improving the financial status of the local 
governments. (World Bank Mission, Sept 17-28, 2005) 
 

68. An improved transfer formula could support a framework of strategic selection of 
projects financed out of the development budget. This should be complemented 
with tools such as capital investment planning, and reducing reliance on ad-hoc and 
fragmented allocations of development funding. Currently both the funding provided 
according to the formula out of the provincial allocable pool and the funds provided 
under ad-hoc programs are typically allocated to hundreds of small, fragmented 
projects. While some flexibility to fund special initiatives is both necessary and 
desirable, the current system leaves too little scope to support major strategic 
investments and provides little incentive or scope for funding adequate O & M 
expenditures. (World Bank Mission, Sept 17-28, 2005) 
 

3.2 Land and Shelter 
 

69. Notwithstanding the Government’s priority to double housing units, over the last 
three years in general and specifically over eighteen months, the price of land all 
over the country particularly in the metropolitan areas has risen exponentially, 
making it virtually impossible for any one but the affluent members of society to 
purchase their own homes. This situation, if not addressed, will have very serious 
social and economic implications. This is further exacerbated by the existing land 
acquisition policies which inhibit public sector intervention. In 1973, the Land 
Revenue Act, 1897 was complemented with the Land Acquisition (Housing) Act62, 
1973 permitting compulsory acquisition at Rs. 20,000 per acre for public use.  As a 
consequence 100,000 plots were developed for the low- and medium-income 
groups alone by the public sector agencies in the Punjab alone in the 1973/80 
period.  The Martial Law Instruction 23, 1980 doubled the price, but reduced public 
sector activity as a consequence as upfront payments for land acquisition were 
required. In 1982 payment for acquired land was in the form of returning 30 percent 
of the developed plots. This policy held sway until 1985 in the Punjab when the 
1973 Act was repealed and the 1897 Act was reincarnated. This was, however 
modified to meet with the Shariat Bench judgment requiring payment for land 
acquisition at market prices. The current policy requires that land development 
schemes can only be announced once the sponsoring agency already owns title to 

                                                 
62 Land acquisition for Katchi abadi improvement/regularisation etc and housing could be acquired for a 
fixed compensation (per acre plus structures, trees etc). 
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at least 80 percent of the land proposed for the scheme. Owing to the shortage of 
available land this is clearly beyond public sector land development agencies as 
they are required to operate on a self-financing basis without recourse to raising 
debt or bridge financing. There is, therefore, every justification that the government 
must arrange the bridge financing necessary to enable the reactivation of the public 
sector agencies to intervene in not only the land market, but also in the provision of 
affordable housing for the poor.  
70. However, in a province where there is a dearth of public land and given the 
present nature of the Land Acquisition Act where government can only acquire land 
on market price, it would take a lot of innovation and imagination to come up with 
land for housing for the poor.  
 
71. The main issues impacting efficient functioning of land and housing markets 
appear to be land titling and access to affordable housing credit. The former is not 
able to guarantee effective registration and enforcement of property and mortgage 
rights. There also exists a parallel system of titling available through mutation, 
which also suffers from the same defects.  Additionally, land policies limit the 
availability of space by encouraging urban sprawl (by restricting urban density and 
floor space utilisation), thereby escalating the price of land. This in the final analysis 
contributes substantially to artificially creating a shortage. This in turn results in 
pricing out the poor and low income households from access to shelter.  
 

72. Access to land is further constrained by the large proportion of land being 
owned institutionally, both in the city centres and around the peripheries of towns 
and cities. These existing practices in the development of land for shelter appear to 
virtually exclude the poor and middle classes from access to state sponsored 
development projects. For the poor the only alternative to accessing land is through 
encroachments. Public sector schemes meant for the poor through balloting are, by 
and large, usurped by a mafia in collusion with officials through spurious 
applications and through patronage. Moreover, the cost of land provided for the 
poor is beyond their means. Studies by the Applied Economics Research Centre in 
Karachi have indicated that the amount paid to the land mafia by the poor for 
squatting ranges from Rs 2,000 to Rs 5,000 depending on size and location. 
Unfortunately, no comparable studies for Punjab’s cities have been undertaken. 
 

73. The housing and needs of the poor need to be given much more consideration 
and weight in the process of strategic planning and land management. Plans and 
strategies need to develop pro-poor housing development policies and programs. 
Housing policies, targets and programs should be formulated at the CGD level, as 
Unions have neither the capacity not the mandate for housing development. (World 
Bank Mission, Sept 17-28, 2005)  
 

74. The GoPunjab should consider the provision of undeveloped land where only 
the plots are demarcated and the land is allotted to a community of the poor rather 
than to an individual63. This has the advantage of replicating settlement patterns 

                                                 
63 This was done in the past for co-operative housing societies which were formed by communities or 
groupings of like-minded people requiring access to land for house building. This resulted in the 
developed of close knit communities which undertook all inner-planning and development at their own 
cost, but linked to arterial infrastructure within an overall land-use plan and built according to specified 
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from the localities from which rural migrants originate. This experiment has also 
proven its success in the Khuda ki Basti (KKB) programmes developed first in 
Hyderabad and subsequently in Karachi for the poorer segments of society. These 
communities, then, through self-help build the infrastructure to suit their 
requirements and attach them to the arterial network put in place by government. 
To some extent these are being catered for through the collaboration between the 
OPP and some CBOs operating in the province. However, this would entail 
intensive social mobilization efforts through CBOs and it needs to be seen if such 
efforts are cost effective when scaled up. It is also acknowledged that the KKB 
owed its success partly to availability of public land and also dynamic leadership. 
Nonetheless, the model was initiated in a secondary city and is worth experimenting 
with since Punjab has a number of them. 
 

75. In addition to the lack of access to housing credit by the poor and low income 
households, the other constraint to ownership of shelter appears to be the high 
costs of constructing pucca (permanent) structures. The poor build shelter 
incrementally starting with a basic one room shelter made of wood (mainly 
bamboo), thatching and mud. They add to this as required. Once incomes rise 
above a threshold these structures are slowly made pucca by replacing the mud 
walls with concrete blocks in the first instance, then replacing the mud floors with 
cement, then the thatch roofs with corrugated iron/asbestos sheets and finally 
replacing these with an RCC roof. Housing finance institutions lend only for pucca 
structures against clear land titles. Since most poor and low income households 
squat on land for which they acquire title after a substantial passage of time when 
these settlements are regularised, they are unable to provide collateral. 
Experiments in providing housing finance through NGOs on the principles of 
microfinance (but with very low mark-ups) have proven successful. One such case 
is the OPP in Karachi where this is accompanied by technology which reduces the 
cost of construction substantially. These experiments need to be examined for 
replication. This should be accompanied by examining the feasibility of housing 
finance institutions working through NGOs for loan management from disbursal to 
collection and perhaps incorporated into the Sasti Basti concept. 
 

76. However, the GoPb is undertaking the construction of low cost housing for sale 
to the poor. Such sales require the upfront payment of a substantial proportion of 
the cost of the dwelling unit which is beyond the capacity of those below the poverty 
line. As an alternative the GoPb along with the DGs should construct low-cost 
housing for those below the poverty line (initially limited to those entitled to Zakat 
and aid from the Bait-ul-Mal) and give these on rent through a non-transferable 
lease to these targeted people. This should be done with the aim of transferring title 
of these properties to the lessees. One way would be to set off say half the rent 
(which should be a nominal amount only) against a previously determined transfer 
value. No mark-ups or interest should be charged during the payment on this 
amount.  While this could be seen to be a subsidy, the very purpose of a poverty 
reduction programme is to ameliorate the lot those below the poverty line. What 
better mechanism than the creation of assets. Such approaches, at least for the 
bottom rung poor, are not practicable and will be revisited in the recommendations 
section. 
 

                                                                                                                                                       
standards.  Such efforts have also been replicated in the rehabilitation of katchi abadis. 
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3.3 Katchi Abadis 
 

77. Each urban settlement of the province, irrespective of size, is host to katchi 
abadis.  With best will in the world, the public sector agencies are unable to stop the 
establishment of these squatter settlements as most of them spring up overnight. 
The public sector agencies, however, are constrained to follow a set procedure to 
dispossess squatters and they are further hampered by the liberal dispensation of 
the courts in granting stay orders and repeatedly renewing them. This provides 
squatters with the opportunity to entrench themselves further. This is invariably 
done with the collusion of vested interests who charge exorbitant amounts for 
squatter rights from the poor.   
 

78. The number, size and spatial distribution of the population which resides in 
squatter settlements (both regularised and not regularised) is unknown in any one 
of the towns and cities of the province. To be able to plan for improving the quality 
of life of the residents of such settlements, there is a need to determine the 
ownership of the land squatted upon, the form and fabric of the settlement and the 
socio-economic and demographic profile of the residents. To be able to gather this 
information rapidly, the use of satellite imagery should be adopted for mapping the 
physical characteristics of these settlements and a policy announced that once the 
satellite imagery has been completed for any locality, further encroachments will not 
be permitted. Each TMA should be encouraged to prepare a plan for regularizing 
katchi abadis, upgrading living conditions in these and in the slums, and 
demarcating raw land for the establishment of settlements for the potential 
squatters. The TMAs should also approve regulations for land allotments to these 
potential squatters on principles similar to those adopted for allotment to co-
operatives. 
 

79. In this regard it is highly recommended that Policy Guidelines issued in January 
2001 by the Government of Pakistan, Ministry of Environment, Local Government 
and Rural Development, are adopted and followed by the Government of Punjab. 
The report refers extensively to the 1985 policy on kathi abadis and recommends 
that it be implemented. It further recommends that all low/ under-serviced 
settlements not catered to by the 1985 policy for whatever reason, and those low/ 
under serviced settlements that have developed since, be integrated with existing 
infrastructure; where tenure is an issue ad hoc evictions of settlements on public 
land must be stopped. Evictions can only be undertaken if alternative resettlement 
schemes are offered to the people. It is recommended that resettlement schemes 
be initiated under the guidance of professionals and experts drawing from the 
experience of successful initiatives. There is a need to strongly discourage future 
encroachments and squatting on public and private land through enforcement. In all 
cases, it is acknowledged that katchi abadi dwellers and those living in low/ under 
serviced settlements will contribute financially to secure permanent housing at 
reasonable rates. Extension of credit, utilisation of viable funding sources, capacity 
building and the need for low-income schemes in both the public and private sector 
are also emphasized. In general, it is suggested that the katchi abadis problem be 
dealt with by local governments and that the interests and needs of the urban poor 
be integrated into city planning and development problems.64 Based on the report 

                                                 
64 Policy Guidelines; Report of the Committee on Katchi Abadis, Uprading and Urban Renewal, 
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and discussions with the Directorate of Katchi Abadis, some specific 
recommendations for are attached as Annexure B. It has come out quite strongly in 
discussions with professionals from the government and the civil society that a 
support organisation needs to be established by the government (perhaps on the 
lines of the Punjab Government establishing the Punjab Rural Support Programme, 
through an endowment). This independently governed organisation should try to 
facilitate the Orangi Pilot Project (OPP) modeled development in the poor urban 
areas of the Province; including technical support for water supply and sanitation 
and microfinance. 
 

3.4 Water Supply and Sanitation 
 

80. Most of the issues in the WATSAN field have been addressed in the 
accompanying sector paper and actions have been proposed. These include 
regulation, capacity building, improving efficiency, setting standards and revenue 
generation. 
 

3.5 Solid Waste Management 
 

81. This also has been discussed in the WATSAN paper. In general, other than in 
the cantonments and the localities where the elite reside in the urban areas, solid 
waste collection is conspicuous by its absence. Were it not for the Afghan refugees 
who remove the recyclable waste from the garbage dumps, the larger towns and 
cities would have been inundated with heaps of rotting garbage. Garbage disposal 
at present comprises of sporadic cleansing of these dumps by the TMAs and CDGs 
and their disposal is used either as landfill for sites being developed by the private 
sector for sale or are illegally disposed off in a haphazard manner outside city limits 
(dumping in open lands and channels). A common sight is a bonfire to dispose of 
these garbage dumps in situ. Exacerbating this problem is that even designated 
dumping sites do not necessarily meet environmental standards and may be 
polluting land and water. There is no system for handling the toxic waste from 
industries and hospitals other than the one used for disposal of domestic garbage. 
Improving solid waste services will require not only investments in weighbridges 
and transfer stations, acquiring sanitary landfill sites and developing better methods 
of dealing with hazardous and slaughterhouse waste but will also require 
institutional and financial changes. Financially there is a need to segregate the solid 
waste revenues and expenditures, and to explore options for further rationalization 
of operations to reduce costs, greater recovery of costs through user charges, 
tipping fees, hauler license fees.  

 

82. At present solid waste management is undertaken by the CBs, CDs and TMAs 
themselves.  It is highly subsidized.  Only a part of the subsidy is paid for through 
user charges as conservancy charges linked to water rates and is low. In Lahore 
and Multan, the sanitation fee for solid waste management is collected through 
WASA billing. In areas beyond WASA jurisdiction, the local government bills and 

                                                                                                                                                       
Government of Pakistan, Ministry of Environment, Local Government and Rural Development, January 
2001 
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collects but with very low collection efficiencies. The extension of service area for 
solid waste management beyond WASA service area poses a challenge for 
collecting the sanitation fee from all area beneficiaries. Cost effective alternatives to 
the WASA sanitation fee should be considered. Various options should be 
considered in the context of examining the relationships between various local 
government tiers, cantonment board and DHA. Experiments in privatising solid 
waste management around the country have proven successful, but have not been 
sustained, owing to institutional constraints. These need to be examined, the 
constraints addressed and remedied and contracts for solid waste management 
contracted out. The advantage would be the generation of employment 
opportunities for the poor and marginalised segments of society.  
 

3.6 Urban Transport 
83. Urban transport in most of the towns and cities of the Punjab can be typified as 
haphazard and without any regard for rules. Starting with the encroachment of shop 
fronts on to the footpaths (if they exist) and to the street and road sides, the 
plethora of stationary and mobile hawker-carts, the mix of vehicles (hand drawn 
carts at one of the scale to large 16-wheelers at the other end of the spectrum) 
which does not seem to recognise any norms of behaviour, the jay-walking 
pedestrians, the improperly designed intersections, the parking at will, the non-
operational traffic lights, the untrained traffic police, the story goes on endlessly. To 
the casual observer, this is a scene that leaves much to be desired. 
 

84. The components of urban transport which need immediate attention are the 
upgrading of roads and streets, the provision of off-street parking, the provision of a 
regulated public transport system, and traffic management by trained personnel. On 
the soft side it requires the preparation of transport plans for each major urban 
centre, the development and strict implementation of regulatory mechanisms for the 
private sector and the development of rapid transit plans, at the least, for the first 
three of the five primate cities. On the management side there is a need to train 
police, traffic engineers and drivers of vehicles for hire de novo and the strict 
implementation of traffic laws. Punjab has successfully tried and executed models 
of public private partnership in urban transport. These models need to be evolved 
into the next generation and efforts need to be made to build confidence of the 
private sector to invest in larger and longer gestation projects. 
 

85. In Lahore and the other cities visited the investment proposals presented 
include significant investments on roads and traffic management, as well as public 
transport in the case of Lahore. There is a need to assess their coherence with the 
vision for the future of the city, to assess their feasibility and to rank their level of 
priority. This calls for a transport master plan and feasibility studies for each project 
that should be coordinated with forthcoming revisions to the currently approved 
Lahore Master Plan. In the other cities master plans are outdated and need 
updating. The Lahore Master Plan does not consider the linkages between different 
strategies regarding the promotion of public transport and the impacts on the needs 
for infrastructure, in particular roads. This master plan should be complemented 
with more specific medium term transport plans that address the various choices for 
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such strategies and analyzes and compares various scenarios. (World Bank 
Mission, Apr 24-May 4, 2005) 
 

86. In the transportation sector the recent evolution shows the difficulties to 
implement effectively the devolution of responsibilities to the lower levels of 
government. For instance, in the case of roads maintenance, the devolution has 
transferred most roads located in the district of Lahore to the TMAs. The district 
retains the custody of 32 main roads totaling 115 km and 163 other roads totaling 
more than 938 km. In addition five other roads and the Ring Road remain under the 
direct custody of the Provincial or the Federal Governments. It is not clear how the 
roads are assigned to various government tiers; in particular it seems that the Ring 
Road would principally have been an urban function should be under the jurisdiction 
of the district and not the Province. (World Bank Mission, Apr 24-May 4, 2005)  
 

87. In the case of infrastructure investments, GoPb has taken the responsibility to 
invest in or design several large investments within the district of Lahore (the ring 
road, other roads, the mass transit). This raises the question of the control of the 
CDGL over the development of its transport system and infrastructure, a proper 
mechanism of coordination to ensure control should be put into place. (World Bank 
Mission, Apr 24-May 4, 2005) 
 

88. Over the last few years GoPb has successfully implemented bus services 
operated by the private sector in the large cities of the province. However this 
experiment has suffered difficulties of coordination with other public operators 
(wagons) and risks deteriorating due to the lack of regulated competition. The 
recently notified Amendment to the MV Act authorizes the Provincial or the 
Regional Transport Authority to issue stage carriage permits. It is then confirmed as 
policy orientation that the public transport service will continue to be provided by the 
private sector, in view of its efficiency. The recent effort to distribute the roads into 
routes served by the High occupancy buses and routes served by Low occupancy 
buses leads to better organization of the network. However there is a need to 
establish more clearly the rules of competition for the market, which would allow the 
combination of the efficiency of the private formal operators with the level of service 
defined by the Government (World Bank Mission, Sept 17-28, 2005). People move 
to bigger cities for a number of reasons, chief amongst them being livelihood and 
access to social services like health and education; the lack of same in the 
hinterland act as a ‘push’ factor. Although it might not be at all possible for the 
government to remove the income differential between areas; it can be argued that 
enhanced public service delivery in rural or semi-urban areas would stem migration 
to an extent. In such a scenario an network of fast moving transport that can bring 
in workers to large cities in the morning and take them back to their peripheral 
areas in the evening could play a major role in taking pressure off from major cities 
(by stemming ‘in-migration’). Such systems need to be planned and developed in 
the medium to long term. 
 

89. Traffic management in urban centres is severely inadequate. The large increase 
in motor vehicles over the last few years has resulted in poor conditions of mobility 
(speed, safety, noise air quality) on roads that were not designed for such heavy 
traffic flows. The heterogeneous nature of the traffic (a medley of trucks, buses, 
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wagons, automobiles, rickshaws, two wheelers, animal carts) further aggravates the 
situation and makes management near impossible on the current road network. For 
instance, in Lahore where issues are more severe, traffic management is currently 
scattered among different agencies: Traffic Engineering and Transport Planning 
Agency (TEPA), EDO transport, Regional Transport Authority (RTA), etc. In addition 
TEPA (currently placed under LDA) tends to put too much emphasis on the 
construction of new road infrastructure instead of focusing on the management of 
existing roads. (World Bank Mission, Sept 17-28, 2005) 
 

90. Traffic Management should be assigned to a single agency such as the RTA. 
This agency should be placed at the City District level given the scope of issues to 
be addressed. Towns should also have a role in local traffic management, in terms 
of defining local traffic plans in coordination with the traffic plan of the metropolis. In 
particular, improvements for pedestrians or for parking require local decisions and 
might be better located at the Town Level. This requires coordination between CDG 
and Towns. Finally the traffic management agency must be able to coordinate its 
activities with the traffic police.  (World Bank Mission, Sept 17-28, 2005) 
 

4. The Strategy 

4.1 Vision and Mission for the Sector 
 

91. The vision for the sector: Vibrant environment friendly settlements contributing 
to the provision of livelihoods for all. 
 

92. The mission of the agencies involved in the sectors would be to ensure: 
Sustained growth of urban sectors within the framework of salubrious environment 
as growth nodes of culture and economy. 
 

The objectives driving the future development in the sectors are to: 
 

• Improve the quality of life of people in urban areas,  particularly of the urban 
poor 

• Ensure the development of secondary and tertiary cities to reduce pressures 
on the primate cities for a more equitable development across the province 

• Improve the capability of the TMAs to plan, deliver and manage municipal 
services more effectively 

• Improve governance in the sectors to provide greater access to the urban 
poor and the marginalised segments of civil society 

• Clearly identify the roles and responsibilities of the various tiers of 
government and providers in the sectors 

 

5. Conclusion and Next Steps 
93. A number of issues need to be studied before making decisions. Informed 
policy-making in this sector is the first step recommended. Other important steps in 
order of importance are: 
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• Policy vis-à-vis land acquisition needs to be rethought. With the current 
policy the government cannot undertake any programme at a required scale 
to address the issues of land and shelter for the poor. This is a huge 
stumbling block and the government needs to take a fresh look at the issue 
at the highest level. The policies of the 1970’s may have to be brought back 
in one form or another, because that was the only time when noteworthy 
progress in the sector was made. The current Patwari system of titling 
impedes land transfers and application of mortgage liens which in turn 
hinder real estate development. A computer based land titling and 
registration system should be developed and new land titling laws should be 
legislated.  

• To address the housing needs of the poor, the demand- current and future- 
for low-income housing in metropolitan areas needs to be assessed. The 
planning and infrastructure service programs for low-income areas should 
be integrated into overall metropolitan planning activities and appropriate 
implementing agencies should be developed at the District and TMA levels. 

• Urban areas need to be redefined locally and new areas demarcated for 
policy and planning implementation. This is an important exercise for all 
cities and towns that would be essential to execute any subsequent policy 
on urban areas. Metropolitan planning organizations need to be created that 
incorporate the participation of CDG, Districts, DAs, TMAs, Union Councils, 
Cantonments, and Defence Housing Authorities. Legislation requiring the 
above mentioned institutions to align urban land management and service 
activities with the metropolitan planning framework should be adopted.  

• The TMAs should be encouraged to undertake mapping and planning 
exercises. The provincial government should fund such activities and 
subsequent projects can be funded jointly. Housing projects may even be 
under taken in partnership.  

• Research on katchi abadis needs to be undertaken to study the problem and 
behavioural patterns of the poor. Policies and programme then need to be 
forged with the lessons learnt so that they elicit the required reactions from 
the poor. Only then can policies and programmes in this sector be 
successful. This would include census of katchi abadis which is up to date 
and reflects the need for appropriate interventions. The Directorate of Katchi 
Abadis in Punjab needs to be proactive and follow the policy guidelines 
enunciated by the Federal Government. There is need in the Directorate to 
build capacity to recognize the issues and study and follow international, 
even national best practices.  

• Transportation in urban areas needs to have two directions of focus. One, 
being mass transit within primate cities. These should involve innovative 
partnerships with the private sector and policies that attract foreign capital in 
large projects. The other being mass transit schemes connecting primate 
cities with their satellite towns carrying workers in and out, thus keeping 
them for migrating to the city for work. Road maintenance needs to be 
improved and the allocation of responsibility between the various levels of 
government needs to be better defined. A recurrent adequate funding 
mechanism needs to be developed to earn and allocate funding. The roles 
of different government levels need to be defined. More priority needs to be 
given to pedestrians. The issue of parking in urban areas needs to be 
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addressed. Strategies for improving air quality and road safety (driver 
training programs, vehicle testing etc) need to defined and implemented. 
Public transport regulations need to be reinforced to create competition.  

• Municipal finances need to be strengthened by enhancing the coverage and 
buoyancy of property tax and narrowing exemptions. Other tools for 
increasing revenue such as value capture, development impact fees, and 
local road user charges should be explored. In City Districts, Functional 
responsibilities should be aligned with financial allocations. The 
administrative cost of collecting local taxes should be reduced by finding a 
broad based alternative to WASA billing for sanitation charges and creating 
linkages between TTIP and stamp duties on immovable property. 
Intergovernmental transfers should be made more buoyant and predictable.  

• Solid waste management and removal should be improved by rationalizing 
solid waste services through institutional and financial changes and 
segregating solid waste revenues and expenditures. 

•  At a higher level the role and nature of a body like the Punjab Urban 
Commission needs to be clarified even before forming a permanent body. A 
TA needs to be fielded immediately which should include relevant 
technocrats of national standing to scope out the need, nature and scope of 
the Commission65. 

• The provincial government wants to undertake direct interventions under this 
sector, especially in the primate cities66, but these are limited more to 
service delivery issues like roads and water supply and sanitation. Perhaps 
the provincial government needs to look a bit deeper and find a more 
effective role for itself. Getting financial institutions to have an ‘easy’ money 
policy for house building, specially for the middle and lower  

• The government’s urban panning capacity gaps need to be identified by 
technical area and level of local government and training programs 
developed and implemented to fill these gaps. Only with adequate planning 
capacity will the government be able to direct the growth of cities towards 
their economic development goals.  

 

                                                 
65 Refer to Annexure A for draft ToRs 
66 See Annexure C for HUD Department proposed investment plan. 
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Annexure-A 
 

Draft TORs for TA on Urban Commission 
 
It appears that the government has come to a foregone conclusion that Punjab needs 
an Urban Commission. We run a risk of making this commission just another 
bureaucratic body, adding a further layer to decision-making and in the execution of 
work. There is a need for careful deliberation before setting up and charging such a 
commission. It is recommended that a technical team of excellent sectoral credentials 
be fielded and be charged with overseeing an exercise of the kind outlined below and 
give its recommendations regarding putting up of a permanent commission if at all. 
 
 

(i) the current and emerging trends in urbanism and urbanization, and in the 
growth of urban areas (statistically, and in terms of economic, socio-cultural 
and quality of life aspects: together these generate and affect demand for 
goods and services); extensive seminars and workshops can be held to get 
in all points of view and widen the debate;  

(ii) drawing on this work, and conducted in parallel with the public debate, 
perhaps, a group can be asked to identify the various regions of the Punjab 
in terms of urbanization and a very selected group of individuals may then 
work together to draw up the principles of policy for the various regions to 
include policy directions for all categories of urban areas and their interface 
with the rural hinterlands;  

(iii) on the basis of the principles of policy defined for the various regions, the 
government may hold a stakeholder consultation presenting the principles 
and an agenda for future work;  

(iv) the future work may involve looking at the future growth prospects and 
investment needs etc,  

(v) the report, the urban policy and investment proposals can be presented for 
public debate, and adopted, both as an integrated framework, but more 
importantly, by all the sectors that it touches as part of their policies. 

(vi) The TA should look at developing strategies for five primate cities and 
TMAs to restructure them and also recommend new ways of financing 
same; 

(vii)  Recommend institutional arrangements for the PUC as well as 
monitoring mechanisms for it to work effectively. 
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Annexure B 
 

SPECIFIC PROPOSALS TO IMPROVE THE SITUATION IN URBAN 
SLUMS AND KATCHI ABADIS IN PUNJAB 
 

The situation in urban slums and katchi abadis can be improved by adopting following 
measures. 
 

1) A new comprehensive survey of all the pre 1985 katchi abadis should be 
conducted to determine the current status of the abadis including area occupied 
by these abadis, no. of ownership rights granted and the situation of 
development in the abadis so that a strategic improvement plan may be 
prepared. 

2) There is no data available in any of govt. department regarding post 1985 katchi 
abadis and slums (unauthorized  and low or under- serviced settlements)  where 
the no. of abadis and magnitude of the problem is manifold than pre 1985 katchi 
abadis  A complete survey of all  these abadis  needs to be conducted to assess 
the gravity of the problem. 

3) A number of katchi abadis has been deleted from the list due to not fulfilling the 
criteria e.g. having 37 dwelling units instead of 40. Just deletion of the abadi 
from the list does not mean that the problem has been solved. All such cases 
may be reconsidered and some sort of solution may be provided. 

4) Most of the Katchi Abadis are unable to be developed as livable place. These 
abadis otherwise situated on prime land of the urban centers. A model project 
may be undertaken to shift the abadi in multi-storey buildings (maximum 3 story) 
constructed in a part of the concerned abadi and the remaining land would be 
available for sale or any other purpose. This project can be financed by the 
Banks  

5) Orangi Pilot Project Karachi provided a development solution of katchi abadis 
through component sharing development model. The model has been adopted 
in Punjab for the development of pre 1985 katchi abadis. This should be 
adopted by all Development Authorities and TMAs in their development 
schemes. Further for the success of the OPP model, the NGOs should be 
supported financially.  

6) Training on Good Urban Governance is another neglected area. Similarly Katchi 
Abadi\ slum development is a technical job but most of our institutions are doing 
it without proper technical and human capacity. A no. of good practices has 
been adopted in other countries to cope the urban problems but we are 
unaware of those models. A regular training program on urban governance 
including KAs/ slum development for the officials of city authorities ( DAs and 
TMAs )is required to be initiated. A training centre for this purpose in Lahore 
needs to be established.  

7) Sind Katchi Abadi Authority presented a good model of katchi abadi 
development in Sind. It should be replicated in Punjab. Mr. Tasneem Ahmad 
Siddiqui, DG SKAA may be appointed as advisor for this purpose.      

8) Reorganization of the Directorate General Katchi Abadis is a pre requisite for all 
such initiatives. Presently only one or two officers working in the DGKA are the 
professionals and have no prospects of future promotion and growth. More 
positions for urban planners, engineers and community development 
professionals should be created and a conducive and attractive organizational 
structure should be introduced.              
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1. Introduction67

 
1. Water Supply and Sanitation (WATSAN) is perhaps one of the few sectors where it is 
probably not possible to differentiate between investments for their being ‘poverty focused’. 
That makes it easier in a sense but also difficult because of obvious problems in prioritizing 
between sub-sectors and geographical concentration. Water Supply and Sanitation 
investments and their consequent outputs address their respective targets in the Millennium 
Development Goals rather squarely. However, a deeper look at the outcomes of these 
investments not only bring out the gravity of this social service delivery sector but 
demonstrates the importance that needs to be attached to this sector. Not only does it 
directly address Goal 7 of ensuring environmental sustainability but also  Goals 4,5 and 6 
relating to mortality, morbidity and health generally. Lack of adequate supply of either of 
these public services affects the poor disproportionately, compared to the better off. This is 
because they end up spending meager resources towards accessing water of doubtful 
quality and also suffer from the negative externalities of lack of sanitation by virtue of living 
in under serviced areas. Health hazards from such service levels in WATSAN lead the poor 
to spend more on curative measures and also loss of income in case of indisposition and/ or 
continuous ill health. On the other hand the relatively better off can afford quality water and 
also have the wherewithal to put in own sanitation systems, even if there is a service 
delivery failure. Thus it can be safely assumed that this sector on the whole is ‘pro-poor’ and 
if it is functioning well and providing quality service, the poor would stand to gain more on 
the margin68. 
 
2. The status of WATSAN services in Punjab leaves much to be desired. Coverage of 
service provision is an issue but quality is especially problematic since information and 
requisite data, to make informed decision regarding the later, does not even exist. The 
Government of Punjab has lately shown tremendous interest in improving the state of the 
sector and there exists plenty of intent in policy documents of the provincial government 
such as the Poverty Reduction Strategy Paper (PRSP) and the Vision 2020 of the 
incumbent political government enunciated in 2004. These documents aim to set the sector 
on the road to achieve the relevant targets within the MDGs.  
 
3. It will be argued in this paper that most of the problems and lack of adequate service 
delivery in this sector has emanated from institutional failures rather than those of 
technology or resources. The new local governments formed under the Punjab Local 
Government Ordinance (PLGO 2001) have provided a fresh opportunity to address the 
institutional problems and overlaps that have plagued this sector over the last many years. 
This should, in theory, help to improve service delivery, enhancing the efficiency and 
effectiveness of services through making them more responsive to local needs and 
priorities, as well as increasing the accountability of service providers to clients. This 
assertion does not take away from the inherent right of citizens to demand access to safe 
water from the state.  In the context of WATSAN, the provincial government should not 
consider that its role has disappeared due to devolution, but its role needs more clarity to 
avoid overlapping and ambiguous responsibilities69. It is argued here that this role lies in the 
ambit of defining policy framework. 

                                                 
67 This paper borrows from the ‘Issues and Situation paper’ produced by AASA Consulting, October 2004, 
under permission of P&DD, Punjab and the ADB-PRM.  
68 GoP, Planning Commission: Working Draft, Medium Term Development Framework, 2005-10 (March 2005) 
69 World Bank: Pakistan; Punjab Economic Report, 2004 (No. 29373-PAK) 
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WATSAN targets sit in Goal 7 within the MDGs, which aims at ensuring environmental 
sustainability. The two targets pertaining to this sector and their definitions as adopted by 
the Government of Pakistan70 are: 

 
Goal 7: Ensure Environmental Sustainability 

Target 10: Halve by 2015, the proportion of people without sustainable access to safe 
drinking water and basic sanitation 

Indicators Definitions 1990/91 2001/02
2005/06 
PRSP 

Targets

2011 
Perspecti
ve Plan 
Targets 

2015 
MDG 

Targets 

Punjab 
PFIS 
2008 

Targets
Proportion of 
population 
(urban and rural) 
with sustainable 
access to a safe 
(improved) water
source. 

  

 

Percentage of 
population with 
access to piped 
water 

 
53%71

 
63% 

 
70% 

 
84% 

 
93%  

Proportion of 
population 
(urban and rural) 
with access to 
sanitation. 

 
 

Percentage of 
population with 
access to 
sewerage and 
drainage 

30% 
 40% 55% 63% 90%  

 

2. State of Water Supply and Sanitation in the Punjab 

5. Water Supply in one form or another is accessible to all either piped into the dwelling 
through a municipal water supply, or collected – mainly by women – from some considerable 
distance in the rain-fed (barani) areas of the province.  Of importance, however, is whether 
this is potable.  The various Censuses of Housing and the several Pakistan Integrated 
Household Surveys (PIHS) have shown that sanitation services in the form of drains, 
sewerage pipelines and on-site disposal facilities can also be found throughout the province, 
but coverage is not universal.  It is more commonly available in the urban areas compared 
to the rural areas of the province. The latest data available on access and coverage of water 
supply and sanitation in Punjab is from the ‘multiple indicator cluster survey’ (MICS) 200472 
which is also being used in the analysis. 

                                                 
70 GoP: Pakistan Millennium Development Goals Report 2004 (www.crprid.org) 
71 These percentages are for Pakistan, from the MDG report by GoP 
72 MICS (Multiple Indicator Cluster Survey), P&DD, Punjab (2005). 
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2.1 Access and Coverage: Trend Analysis 

2.1.1 Water Sector 

6. The greater part of Punjab73 has been blessed with an underground water table of sweet 
water recharged through the irrigation network.  In the sweet water zones, the bulk of the 
access to and thereby coverage in the rural areas is through hand pumps, and in the urban 
areas is through a piped water supply system attached to tube wells installed and operated 
by the Public Health Engineering Department (now part of the Works and Services 
Department of the Tehsil Municipal Administrations).  This poses little or no challenge to the 
provision of potable water supply in these areas, except in those pockets where the under 
ground aquifer has been tainted by exogenous factors, such as polluted water channels, 
water-logging and salinity.  These schemes, mostly in the sweet water zone, operate only 
for a few hours in the day.  Since an alternative round-the-clock facility is available to most 
households in the shape of hand pumps, these schemes are, at times, not really required 
and are, therefore, faced with problems in the collection of water rates. 
 
7. In the barani (rain-fed) areas existence of potable water aquifers within easy reach of 
human settlements is not common.  This, therefore, requires water to be transported either 
through pipes or by portage.  Where it does exist, it is available at some depth, 100 meters 
or more.  This requires technology which is beyond the reach of these poor and 
marginalised communities. 
  
9. The table below provides a trend analysis of access to water in Punjab. The trend is a 
comparison over time of data from different types of sources (two Census and one Survey). 
However, the comparison is being made for purpose of demonstrating the positive trend that 
has been experienced in the Punjab in Water Supply. 

 

 
 

TABLE 1: SUPPLY OF DRINKING WATER BY SOURCE 
1981, 1998 & 2005 (% of households) 

 
Main Source of Drinking 

Water 
Urban Rural 

 1981 1998 2004 1981 1998 2004 
 

Inside House 
 

Outside House 
 

 
 

81.2 
 
 

18.8 

 
 

94.2 
 
 

  5.8 

 
 

96.6 
 
 

  3.4 

 
 

58.9 
 
 

41.1 

 
 

83.4 
 
 

16.6 
 

 
 

90.5 
 
 

  9.5 

TOTAL    100         100        100 100        100       100 

Sources: 1981 & 1998 data from Census; 2004 data from Punjab MICS 

                                                 
73 Parts of this paper borrow from AASA: Situation, Issues and Strategies Paper (2005) 
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2.1.2 Towards a Definition 
 

9. Analysis of data from another survey brings out more detail about the data provided 
above. As reported in PIHS 2001-2002, half74 of the water supply to urban households was 
through a tap in the house.  Of those with taps in the house, 9675 percent were connection 
through a piped system installed by the local governments. In the rural areas, only 5 percent 
of households have taps inside the premises installed in equal proportions by the 
households themselves or through the activities of the non-governmental organizations 
involved in the sector.  The bulk of the supply is through hand pumps (88 percent) of which 
19 percent have been motorized (PIHS 2001-02).  Over 90 percent of the hand pumps 
(including motorized) have been installed by the households themselves.   

 
 

TABLE 2: WATER SUPPLY BY SOURCE AND PROVISION: 
PIHS 2001-2002 

                                                                                                            % of households 
SUPPLY OF DRINKING WATER 

BY SOURCE 
PROVIDED BY 

 
 

Main Source of 
Drinking Water 

Urban Rural Total LG NGO HH Other Total 

Tap in House a 50 5 18 96 2 2 0 100 
Tap Outside House 4 1 2     100 
Hand Pump 16 69 54 0 8 90 1 100 
Motor Pump 30 19 22 2 4 93 1 100 
Open Well * 1 4 5 2 51 45 2 100 
Covered  Well    13 7 80 0 100 
River/Canal/Stream 0 2 1      
Other 0 0 0      

TOTAL 100 100 100      
Totals may not add up to 100 owing to rounding off 
a : provision refers to piped water supply 
* : provision is for open well 
LG = local government; NGO = non-governmental organisation; HH = household itself 

Source : Federal Bureau of Statistics; Pakistan Integrated Household Survey 2001-02 
 
 

10. A careful look at the table above shows a rise in numbers of providers of ‘access’ to 
water in the urban and rural settings. It also shows the kind of technology involved in 
‘accessing’ of water in the respective areas. Most importantly it underscores the 
complementary role that the government can play in ensuring water quality and hence 
attainment of the MDG which is access to ‘safe’ water. Table 3, below, takes this argument 
forward to making the distinction between ‘access’ and ‘coverage’ of water supply. Whereas 
‘access’ of water is ‘access of households’ to sources of water, ‘coverage’ of water supply is 
‘coverage of government agency schemes’ of a percentage of households: 
 
                                                 
74 The comparable figure for 1998-99 was 45 percent 
75 In the PIHS 1998-99 this was estimated to be 94 percent 
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TABLE 3: Improved* Sources of Drinking Water (Ind 9) 
 

 Piped 
Water 

Pb stand 
pipe or tap 

Hand 
pump 

Donkey 
pump/ 

Turbine

Protected 
and dug well Total 

Household 
Utility 

Connections 
(Ind 53) 

Punjab 21.3 2.8 42.5 28.6 1.4 96.6 23.2 

Rural 10.6 2.9 54.5 26.3 1.7 96.0 10.2 

Other 
Urban 33.1 1.6 22.6 40.6 0.9 98.8 41.1 

Major 
Cities 61.9 3.4 3.4 28.5 0.6 97.8 68.7 

Source: Punjab MICS Data (2005) 
 
11. The point being made here is that when discussing the issue of water supply and 
sanitation from the point of view of the government it is important not only to differentiate 
between the concept of ‘access’ and ‘coverage’, as done above, but this distinction takes on 
immense importance when making policy.  
 

2.1.3 The Issue: 1 
 

12. Traditionally the government has been limiting its own scope by choosing to be just one 
of the ‘providers’ of water. It has done this by following a one-point agenda which has been 
to increase ‘coverage’ of households provided water, be it in rural or urban areas or the 
primate cities of the Punjab (through Water and Sanitation Agencies, WASAs). By taking 
this decision the government has abdicated itself of a very important function, that of 
regulation. Currently the government, be it any tier, is just limited and stuck in the same role 
of financier/ provider and has avoided playing the policy or regulatory role which might yield 
greater gains for public good through being more productive in terms of quality service 
delivery.   
 
13. The realization for the need of a greater role for the provincial government and a move 
away from the traditional role of merely a financier-provider brings in its trail a number of 
issues that need to be addressed. These are issues relating to institutions and their roles, 
capacities, financial relationships and executive restructuring76. 
 

2.1.4 The Issue: 2 
 

14. For water supply, a fundamental issue that figures do not and cannot reflect is quality. 
The MDG emphasizes, and rightfully so, ‘access to safe water’. Conventional wisdom, as far 
as government departments are concerned at least, a proxy of piped water is used for safe 
water. There is ample reason to believe that this is more often than not, a presumption that 

                                                 
76 Merely talking about coverage without referring to or differentiating from access skews the discussion on the 
subject and hence policy. For instance refer to World Bank: Pakistan Public Expenditure Management, Strategic 
Issues and Reform Agenda , 2004,(p. 15); only ‘coverage’ figures are given where Punjab compares adversely 
to all other areas in Pakistan, except Sind! Coverage is only half the story. 
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is not borne out by facts: more than 40 percent of the hospital beds are occupied by patients 
with water-related diseases, such as cholera, typhoid, hepatitis, diarrhoea, dysentery, yellow 
fever and malaria. About 60 percent of infant mortality is associated with water-related 
infectious and parasitic diseases77.  
 
15. Water sources tapped for supplies often have high conductivity and are not fit for human 
consumption. In other places, especially in shallow sweet water zones, water is 
contaminated unless they are treated/ filtered78. In large cities water distribution systems are 
compromised and often sewerage water gets mixed with drinking water supply due to 
maintenance deficit and rusty/ broken pipes but most importantly due to negative pressure 
in pipes caused by a non-continuous supply of water. This is especially a problem in urban 
areas and will be discussed further in sections below. 
 
16. Thus it is important to note here that it is highly fallacious and would lead to a skewed 
analysis and strategy if the current proxy of access to piped water is used for access to safe 
water. In the absence of regular and universal water testing it is impossible to say what the 
current figure on this indicator is for the MDG, therefore making it difficult to plan ahead. 
However, a first step towards that would be to set up a system to assess water quality on a 
regular basis and then to derive a strategy to fix the problem accordingly. 
 
17. This distinction further has ramifications for the provision of safe drinking water. Since 
water is required by each individual and household for a number of reasons, it is only water 
for drinking or cooking purposes that needs to be ‘safe’. Thus this water does not need to be 
supplied to every one in quantities recommended internationally, for daily use of individuals. 
It is therefore considered necessary to map the informal/ existing systems of water supply in 
communities, its quality and then to make the appropriate intervention. Potable water on 
WHO standards per person might not be required for purposes like washing and washing 
clothes etc. Therefore, appropriate and optimum designs of schemes would be a welcome 
result is the above point is appreciated. 
 

2.2.1 Sanitation 
 

18. Sanitation habits cannot be directly addressed through infrastructure related 
interventions but require behavioural change. Achieving that has important and positive 
public good outcomes in terms of direct effects on other community members. Further, 
infectious diseases and deaths from diarrhoea among children are almost always more 
concentrated among the poor that any other disease condition. Therefore, addressing the 
sanitation problem has strong claim on public resources on both equity and efficiency 
grounds79. 
 
19. Access to sanitation at the household level is measured through the availability and type 
of toilet facilities preferably inside the house.  In the cities and towns of the Punjab, 91 
percent of households have installed a flush latrine.  In the rural areas less than a third (31 
                                                 
77 Source: SDPI: The Politics of Managing Water. OUP, 2003 (these figures are for Pakistan, but 
there is every reason to believe that they are no different for Punjab. 
78 Filtration can remove suspended materials and only such bacterial  matter as is part of the 
suspended material but is not considered to be a solution to bacterial infections for which UV, 
chlorination and boiling is recommended. 
79 Punjab Economic Report, p. 71 
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percent) of the households has the same facility and more than two-thirds (68 percent) have 
no toilet facilities within the premises of their homes (PIHS 2001-02).   
 
20. The type of toilets used by the households is shown in Table 4.  Even though the 
benefits accruing from using a sanitary latrine have been demonstrated, defecation in the 
fields appears to be the preferred option.  This may be due to a number of factors linked to 
socio-cultural factors, environmental conditions and economic factors.  Households, even if 
aware of the health and hygiene benefits of using latrines may not be able to install a simple 
pit latrine owing to their level of poverty.  This has been demonstrated in successive rounds 
of the PIHS.  The use of the field and streams might also be a response to the need for 
privacy which may not be available inside the premises of housing units. 
The Housing Census 1998 reports that in the Punjab nearly 58 percent of the households 
have no latrines available for use inside the house.  In the urban areas this percentage is 
about 13 percent (BoS 2003). 
 

 
 

TABLE 4 : Availability of Toilets BY TYPE 
 

 (% of Households) 
Type of Toilet Urban Rural Total 
Flush 91 31 48 
Pour Flush 2 2 2 
Communal 0 0 0 
None 7 68 56 
TOTAL 100 100 100 
Source : Federal Bureau of Statistics; Pakistan Integrated Household Survey 2001-02 

 
21. Disposal facilities in Pakistan (PIHS 2001-02) were measured as connection to a 
municipal sewer line or drain from the house for the removal of both grey and black water.   
 

 
Table 5: Sanitation Disposal Systems 

 
(% of Households) 
Type of System Urban Rural Total 
Underground Drains 38 1 12 
Covered Drains 7 1 3 
Open Drains 47 42 43 
Soak Pit 0 0 0 
No System 8 56 42 
TOTAL 100 100 100 
Source : Federal Bureau of Statistics; Pakistan Integrated Household Survey 2001-02 

 
22. In the urban areas a fairly large proportion of households (38 percent) were connected 
to a piped sewer system and a relatively small proportion (7 percent) were connected to a 
covered drain.  Perhaps reflecting the proportion of households living in katchi abadis 
(squatter settlements), 47 percent of urban households were connected to open drains for 
the removal of both grey and black water.  In the rural areas only 43 percent were 
connected to some form of drainage/sewer system.  More than half the households were not 
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connected to any form of drainage. In both cases the challenge lies in sanitary disposal of 
the waste water generated at the local level. 
 

2.2.2 The Neglected Sub-Sector 
 
23. A recent social audit report80 states that: when specifically asked about the sewerage 
system, household respondents living in urban sites were more that four times as likely to be 
satisfied with government sewerage services compared with those living in rural sites. Also, 
vulnerable households were less likely to be located in communities where there was a 
government sewerage system in place compared with less vulnerable households. 
Sewerage systems were more likely to be provided for better off communities.  
 
24. From the tables above it becomes amply clear that sanitation facilities in rural areas are 
far worse than in urban centres. There is also evidence81 about pro-‘rich’ investments of the 
government in the field of sanitation when it comes to providing sewerage facilities. For poor 
households two conditions might hold: they do not have access to the sewer system 
although they live within vicinity; they might not be able to afford a latrine and a connection 
to the system. 
 

Table 6: Improved Toilet Facility82

 
  Connected 

to public 
sewer 

Connected
to a septic 
system 

 Pour 
flush 
toilet 

Ventilated 
improved 
pit latrine

Traditional
pit latrine 
(closed) 

 Improved83

Rural   4.0 21.8 13.7 1.1 2.7 43.2 

Other Urban 36.2 34.6 18.8 1.2 1.0 91.8 

Major Cities 74.3 16.5 6.1 0.5 0.8 98.1 

Punjab 18.8 22.9 13.3 1.0 2.1 58.1 

 Source: Punjab MICS Data (2004) 
 
 
25. Table 6 above gives the latest survey figures on sanitary latrines and reflects ‘access’. 
Table 7 mirrors the coverage of sanitation by the public sector. There is a highly significant 
disparity between the urban and rural areas not only in terms of coverage but also in the 
type of disposal systems available or in place in rural areas where disposal is even 
available; this is through open drains that might take the water away but are not desirable or 
hygienic. 
 

                                                 
80 NRB: Social Audit of Governance and Delivery of Public Services, 2002 
81 ibid. 
82 Punjab MICS 2004: Indn 11; what kind of toilet facility does your household use? 
83 The ‘not improved’ categories are: service or bucket latrine, public latrine, and open spaces. 
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Table 7: Disposal of waste water 

 
 Sewerage connected 

with main line 
Sewerage 

Connected with open 
drain 

Septic 
Tank 

“Proper” 
Disposal 

Rural 2.9 16.8 6.3 26.0 

Other Urban 28.6 40.2 8.4 77.2 

Major Cities 70.4 21.4 3.0 94.8 

Punjab 16.5 20.8 6.1 43.3 

 Source: Punjab MICS Data (2004) 
 
26. The trends above do not mirror the ones in the water sub-sector. Proper planning would 
have demanded that water supply schemes are automatically complemented by sanitation 
schemes. However, this has not happened in the Punjab and there appears to be a deficit in 
coverage and not only coverage but also ‘access’ to sanitary toilets in this case. This brings 
up the issue of the government addressing the problems through propagating use of 
appropriate technology for households where sewerage is not available and educating them 
on building systems that would be hygienic and would help preserve the health of the 
neighborhood and not spawn negative externalities. This calls for a strategy on ‘public 
health’, awareness and agility to address problems in different contexts. Success of 
sewerage provision in large cities shows that although this is desirable in dense populations, 
it will perhaps never be doable in rural areas84.  
 
2.3.1 Disposal 

2.3.1.1 Waste water treatment  
 

27. A greater area of concern is the total lack of waste water treatment in Punjab. Effluent 
from cities where collected, is pumped into nearby streams or rivers without any treatment 
whatsoever. This is a huge environmental hazard and is gradually killing the rivers and 
surface water bodies. There is surprising complacency on this issue on the literature 
available and there does not appear to be any emphasis on this from any quarter, even 
donors or the civil society. There are only few water detoxification/ treatment projects in 
places like Kasur where the problem has reached grave proportions and perhaps 
irreversible damage to natural resources has already been done. However, it must be noted 
that the Kasur example is industrial effluent (tannery) related. The problem of safe disposal 
of domestic and other urban effluent has not been addressed anywhere in Punjab; the only 
exceptions are small volumes of partially treated effluent disposal in some cities but the bulk 
of the effluent is discharged untreated in to water bodies (canals, rivers, streams and other 
channels) and/ or used for agricultural irrigation. The government should look into this 
                                                 
84 In lower density settlements, simpler and lower cost technology options are available 
(adequate/desirable, and doable!!) – indeed necessary! 
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problem and take appropriate action since this is a typical ‘commons’ problem which will not 
be addressed by other players. It is squarely the job of the government to stem 
environmental degradation due to untreated effluents.  
This is an important area of concern specially, when considered in the back drop of the 
MDG’s and its targets on environment.  
 

2.3.1.2 Solid Waste 
 

28. In the Punjab, except in the million-plus cities, this sub-sector is perhaps not even on the 
radar of policy makers and planners. Large cities and some towns have very rudimentary 
and patchy systems of solid waste/ garbage collection. Again collection is concentrated in 
relatively affluent areas. Poorer areas are neglected in this regard. Although the table below 
does not reflect this; it does reflect the total absence of solid waste disposal systems in rural 
and town areas, as well as relatively low ‘proper’ disposal even in major cities. However, the 
opportunity and trend of private, for profit sector to have an increasing share in this sector 
could help raise the coverage in this sub-sector. This would still leave the issue of public 
intervention and action in terms of local government in providing/ purchasing land for use as 
land-fill sites with the requisite paraphernalia. Table 8 refers to primary level collection: this 
shows that two-thirds of large city waste and one-third of wastes in other cities is collected – 
the relevant figure for rural areas is 1.2%. However the area of concern is that NO urban 
area in Pakistan/Pakistan has a sanitary land-fill site for the proper disposal of solid waste 
 

Table 8: Solid Waste Disposal 

% Collected 
by 

Any 
Municipal 
Institution 

Disposed by 
Solid waste 

Management
Department 

Private 
company 
Vehicle 

Collected 
From Home 

“Proper” 
Disposal

In open 
field/ 

Ground or 
Street 

Total

Rural    0.5 0.3   0.4   1.2    94.8 100 
Other 
Urban 

24.8 4.8   3.5 33.1 67 100 

Major 
Cities 

38.5 8.2 19.0 65.8    34.3 100 

Punjab   9.5 2.1   3.6 15.1    84.8 100 

Source: Punjab MICS 2005 
 

3. The Players 

3.1 Public Sector 
 
29. The main public sector agencies involved in the delivery of services are: (a) the Water 
and Sanitation Agencies (WASAs) in the larger cities of the province; (b) City District 
Government in Lahore; (c) Tehsil Municipal Administrations; and (d) the Public Health 
Engineering Department (PHED) which is involved in implementing new investment projects 
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in the province. The TMAs have the responsibility of water supply and sanitation at the tehsil 
level since the inception of the local government system in 200185. The paper analyzes the 
respective roles of the players above in the category of rural and urban areas, although in 
terms of functional mandate and administrative responsibility of the TMA there is no “rural-
urban” divide.  
 

3.1.1 Rural Areas 
 
30. Before devolution took place, in 2001, the provincial Public Health Engineering 
Department (PHED) was the main provider of government sponsored water supply in rural 
areas as well as all towns and cities, except the five major cities86 of Punjab where WASAs 
operate. The other source of government provided water in rural areas was the Local 
Government and Rural Development Department (LG&RDD), which was responsible mainly 
for the provision of hand pumps and other simple schemes in the rural areas, contributing 
less than five percent. Thus almost 95%87 of the water supply in rural areas was the 
responsibility of PHED which used to construct, operate and maintain the water supply and 
sanitation schemes in the province.  
 
31. However, with the inception of Social Action Programme (SAP) in the early 1990’s, and 
the implementation of the Uniform Policy in WATSAN two developments took place which 
had far reaching affects on the sector: Firstly, PHED completely dominated the provision of 
water in the rural areas, and ended up constructing but not necessarily operating or 
maintaining the water supply schemes. Secondly, while the Uniform Policy was for both 
water supply and sanitation, there was hardly any emphasis on sanitation. One of the 
underlying concepts and key components of SAP was the inclusion of communities in the 
whole process of identifying and implementing schemes, since they were expected to run 
them after being handed over. This concept was violated by not involving communities at 
the planning, design and construction stages of the project but only at the time of handing 
over when communities were more often than not unwilling to take over schemes that were, 
even if at times not faulty, but over designed and expensive to operate. PHED is essentially 
a technical department manned by engineers and technically skilled staff with no experience 
of participatory approaches to development of community mobilization; it is and would have 
been unfair to expect this department to undertake and deliver on the ‘soft’ side of the SAP 
schemes. On the other hand LG&RDD has a broad mandate, of which rural water supply 
and sanitation is just a small part which perhaps does not get the attention in the department 
that it deserves. The Department also does not have the requisite technical capability to 
take on water supply or sanitation schemes that go beyond putting up a hand pump or 
constructing an open drain. Neither did it have the financial strength to undertake large 
projects in this sector. Thus, over time, the role of WATSAN was completely taken over by 
PHED in the mode of build and hand-over. This approach, in absence of community 
involvement in earlier processes created a culture of ‘dis’-ownership in the WATSAN 

                                                 
85The district governments have no functional responsibility and indeed jurisdiction in municipal 
service delivery which is exclusive purview of the Tehsil Municipal Administration, which under the 
PLGO 2001 is a corporate entity. In the case of City District, the responsibility is with the City District 
Government and Town Municipal Administrations. 
 
86 These are: Lahore, Faisalabad, Multan, Rawalpindi and Gujranwala. 
87 S Akbar Zaidi: Rural Water Supply: Institutional Failure, State Failure, or Failure of ‘Civil’ society? in 
‘Politics of Managing Water’ 
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schemes with obviously very negative results for the sector over the last ten year period. 
Water provision and quality have suffered tremendously. 
 
32. The TMA’s have inherited the responsibility for provision of WATSAN after devolution. 
Since LGO does not make the distinction between rural and urban areas; it has been 
argued, this is causing resources to be distributed evenly amongst the members of the 
Tehsil Government and not in accordance with their need, or according to their WATSAN 
related requirements. There is reason to believe that such ‘equitable’ but not desirable 
distribution is based on political expediency and not specific requirements of the Union 
Councils. Also moneys thus received are not being spent as part of any planned schemes 
but small schemes are being ‘designed’ and implemented as per availability of resources. 
 

3.1.2 Major Cities 
 

33. Water Supply and Sanitation Agencies have operated in five major cities of the province 
for 10 to 30 years. They were created as autonomous municipal bodies under their Board of 
Governors with a mandate of building, managing and maintaining the complete system of 
water supply and sanitation, revenue collection of water rates and sewerage charges. It is 
important to look at these public entities since they may be providing WATSAN services to 
only one-fourth of the population of the province but they are utilizing public resources which 
are at par if not more than the other state players in the sector put together. Although, as 
has been shown in the situation analysis in earlier sections, the issues of coverage in the 
cities are not of too much concern, the quality of service provided definitely is of serious 
concern. The poor stand to suffer most from provision of low quality social services, thus it is 
important to look in some detail into the issues related to WATSAN provision in large cities. 
Since the inception of District Governments, WASA are now headed by the respective Tehsil 
Nazims (except in Lahore City Government). WASA are dependent on subsidies from the 
provincial government and also because of complex technical issues, a number of provincial 
government representatives sit on the Board of the WASA’s. These agencies suffer from 
poor service provision which leads to a vicious circle of non-payment of bills and consumer 
satisfaction and lack of money to fix, improve and expand the system. The inefficiency of 
WASA’s can be gauged from the fact that even though WASA Lahore pumps almost twice 
the amount of water, at source, per person than they do in Paris, but whereas Paris 
Municipal services provide water twenty-four-seven to every one, in Lahore certain localities 
receive water for two hours, every three days! Because of leakages in the system and high 
ratio of ‘unaccounted for water’ (UAW) and the high cost of energy, the WASA’s in Punjab 
do not pump water round the clock. This is the main reason behind contaminated water 
supply in cities due to the phenomenon of ‘negative pressure’. 
 
34. Lahore, Multan, Gujranwala, Faisalabad and Rawalpindi are the five primate cities of the 
province.  The first three lie atop a fresh water underground aquifer and draw on this water 
needs from this source.  Faisalabad is situated within a brackish underground aquifer zone 
and is dependent of the River Chenab for its water supplies.  Rawalpindi is situated on the 
Potohar Plateau and lies close to the Rawal and Khanpur dams.  Both dams (will eventually) 
provide the bulk of the water supply, and the shortfall is made up through boreholes which 
draw fresh water from an uncertain underground aquifer (based on rain fall in the catchment 
area for recharge). 
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35 . WASA’s are somewhat better known for their expertise in sewerage and sanitation. 
Their work and coverage is certainly better than other players. They also boast considerable 
capacity in this field. This capacity and interest seems to be missing from the players in the 
rural and semi urban areas and hence the state of this highly neglected sub-sector as 
mentioned in section above. Each city has a specialized agency responsible for providing 
water and sewerage services through their respective Water and Sanitation Agencies 
(WASAs).  These are mandated to cater to the needs for a potable water supply and 
concomitant sewerage and drainage services.  Only Rawalpindi has a filtration plant at the 
Rawal Dam for treating the surface water pumped into the system.  There are hardly any 
sewerage treatment plants in the province. Sewage treatment is limited to a very small 
proportion of the total effluent generated; for instance the treatment plant at Rawalpindi 
caters to about 10% of the sewage discharge, and there is no treatment in Gujranwala, 
Lahore and Multan.  Thus untreated effluent is allowed to flow into drains and natural water 
channels, polluting them for downstream users and, through peculation, also the 
underground aquifer. 
 
36. Not one of the water supply systems is able to cater to the needs of the population 
totally.  Those located in the sweet water zone suffer from the same problems as in the 
smaller towns: the reluctance of consumers to connect to the scheme owing to the in situ 
facility of small bore-hole wells within the house providing a round-the-clock access. There is 
a large volume of unaccounted for water (i.e. water losses) and not enough has been done 
to plug leakages (leak detection).  This results in a less than optimal client base and a 
shortfall in the revenues, leading eventually to the need for cash subsidies from the 
provincial government. As if this were not enough, the records of most WASAs are unable to 
provide an accurate count of connections by type to enable correct billing.  Add to this the 
soaring cost of energy and materials and the financial woes of the WASAs multiply.  
Incorrect billing and low rates of recovery also add to the financial burden of the WASAs. 
 
37. A perusal of the records available with the P&D, the PHED and the WASAs themselves 
does not reveal any attempt to curtail the costs of energy through examining the possibility 
of reducing system losses (inefficient motors and pumps) or using alternative forms of 
energy. A case also needs to be made out for a municipal electricity tariff, on the same 
principles as the agricultural and reclamation tube well tariffs. This issue needs to be taken 
up by the provincial government with the power utility, the WAPDA authorities, the federal 
government and at the inter-provincial forums. Moreover the four provincial governments are 
co-owners of WAPDA (under the Constitution) and need to take the matter at this forum. 
The recycling of solid waste and the gases released from sewerage treatment could be used 
to meet at least a part of the costs of energy. Each WASA should update its record of 
customers and convert this into a mechanized accounting system capable of generating bills 
automatically.  Alternate mechanisms for collection should be examined, such as staggered 
payments in several equal tranches rather than a once- or twice-a-year payment. 
38. Given the poor state of affairs of the WASAs, the GoPunjab is considering privatising 
these agencies.  However88, this should be examined in detail as the consequences could 
be undesirable. Case studies from around the world can be studied to see the fall outs from 
privatization and best ways of minimizing the negative affects. The case for privatisation was 

                                                 
88 A mention needs to be made here of the Punjab government agreement with IFC and a proposed 
study by  World Bank, funded by the PPIAF (a fund administered by World Bank) for the top 8 large 
cities of the Punjab other than Lahore (covered by IFC). 
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examined in the context of the Karachi Water and Sewerage Board and was rejected when 
the proponents were unable to satisfy civil society that equity in the provision of services to 
the poor would not be compromised. 
 
39. Owing to the precarious financial conditions of the WASAs, the poor state of their client 
data base, the weak enforcement framework and the lack of legislation to ensure on-time 
recovery of dues, there is some urgency for implementing redressal mechanisms.  Each of 
the WASAs should be provided with the Technical Assistance needed to address all of 
these issues and remedy the situation. 
 

3.2 Private Sector 
 

40. The private sector is actively involved through contractors executing the large projects of 
the WASAs and the PHEDs, the artisans working to install and maintain infrastructure, 
facilities and services in households and the Civil Society Organisations involved in 
mobilising communities to take over responsibility for water services, spreading hygiene 
education, demonstrating the proper installation of hand pumps and sanitation facilities in 
the rural areas and the katchi abadis in the urban areas, and assisting communities in 
installing sustainable low-cost appropriate technology mechanised water supply schemes 
largely in the sweet water zone. The unorganized private sector is involved in solid waste 
collection, scavenging, and as private water providers in small towns and rural areas. 
 
41. As shown in Table 2, a fairly large proportion of households were provided access to 
water services through NGOs. One such key player are the National and Punjab Rural 
Support Programmes which work in both the Barani (rain-fed) and the Sweet Water Zones 
of Punjab to assist communities in installing their own managed and operated water and 
sanitation schemes.  These schemes, even when installed in the sweet water zone, have 
the advantage that they are sustainable low cost appropriate technology schemes.   
 
42. As a consequence they are not fraught with the disadvantages of the public sector water 
supply schemes. These are easily installed through community involvement, maintained by 
skills available within the communities, and are operated through effective community 
participation.  They recover full “effective” costs, of both capital and operating. A typical 
water supply scheme would consist of a tube-well or an Afri-dev hand-pump with an 
appropriately powered low-energy motor as the source.  This would then be put into an 
overhead distribution tank and delivered through pipes to households willing to pay in full for 
the facility or a community stand-post for the less well off.  However, before any boring 
starts, the quality of the water is tested; this is perhaps the most critical difference between a 
public sector water supply scheme and schemes delivered by the RSP, from a health view 
point. 
 
43. Generally, there is a lack of NGO’s working in the field of water supply and sanitation, in 
the Province. There are some successful examples, here and there of community driven 
development in this field, which have followed the example of the Orangi Pilot Project and 
have implemented projects in areas in the Punjab with considerable success. The Lodhran 
Pilot Project is a case in point. This experience is based on the component sharing model of 
OPP where the government lays primary infrastructure and the NGO helps mobilize and 
motivate, as well as provide technical training to help the community put in place secondary 
and tertiary systems in water supply and sanitation. Such experiences are enriching and 
encouraging. Unless communities themselves get involved, sustainability of WATSAN 

 80



 

projects remains a big question. Unfortunately there are not many NGO’s in this field which 
are working towards a healthier society through preventive public health measures. One of 
the major reasons for the failure of SAP was the absence of required quantity and quality of 
NGOs which had the capacity to mobilize and train communities. Time and again similar 
government projects have found to their misfortune that government employees, by 
definition, are not good ‘social mobilizers’. Such ventures now are usually outsourced to 
NGO’s. However, the concerned public department also needs to build rapport with NGOs 
for smooth working of similarly designed projects/ programmes.  
 
44. There is an informed opinion89 of experts that NGO’s working on their own, do not have 
the capacity to deliver on such a vast scale as social services like WATSAN require. The 
NGO’s can, at best, complement the work of government line departments by undertaking 
work with the communities. Thus the government also needs to realize that it cannot 
successfully off-load its work and responsibility to NGOs, but it needs to understand its limits 
and those of the NGOs develop best practice models which work effectively. Outsourcing 
mobilization and work with communities should be the norm but the government needs to at 
least understand how this is done effectively, in order to design projects and programmes 
better and also to monitor same. 
 

4. Issues 
 
45. A range of issues related to Water Supply and Sanitation are discussed in this section. 
These are split under Institutional, Technical and, Structural issues. It is important to note 
here that problems in WATSAN in Punjab are almost universal when it comes to developing 
countries: bad service, low user-charge collections are only manifestations of systems which 
do not function for a multiplicity of reasons. Some of them are discussed below. 
 

4.1 Institutional 

4.1.1 Political Economy 
 

46. Even though devolution of the water and sanitation services has been undertaken, there 
still remain a number of constraints to improving service delivery. These problems are not 
the travails of a newly emerging system, where the bureaucratic inertia is not accepting the 
loss of control etc. but these problems in WATSAN predate devolution. The relationship 
between the province and the local government is constraining and will continue to constrain 
the emergence of locally accountable local government unless a paradigm shift in the 
respective roles occurs. Past habits of command and control through the issuance of 
directives, needs to shift to facilitation and strengthening of local governments. This can be 
achieved through establishing clear and stable provincial policy frameworks, and the 
monitoring and provision of technical support to local governments for the implementation of 
those policies. 
 
47. The presence of a number of agencies working in the sector at different service levels, 
technologies and mandates creates overlaps and gaps. Unless their work is integrated 
through one institution or policy framework, the benefits and synergies of several alternative 
technologies would not be maximized. The provincial government does not control the 
                                                 
89 S Akbar Zaidi: ‘The New Development Paradigm. Papers on Institutions, NGOs, Gender and Local 
Government’. OUP, 1999. 
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TMAs and WASAs directly. These are now at the forefront of service delivery in this sector. 
The provincial government is left with two players to intervene directly in this sector; these 
are the PHED and the LG&RDD. The province should recognize the players in the field now 
and should reinvent its role accordingly. 
 
48. The expansion of provision of a public water supply is not necessarily the most effective 
solution, particularly in the sweet water zone.  Care should be taken to analyze and examine 
all alternative mechanisms and to adopt only those which maximize benefits to the user and 
not the provider.  Such examinations should be undertaken by agencies such as those in 
the academia or civil society and not just by consulting engineers. 
 
49. With the politicians’ need to satisfy the demands and interest of his constituency, a 
number of requests are made for the provision of water supply, sanitation and drainage 
schemes to the PHEDs in the sweet water zones.  The ability of the engineers to deny such 
requests is limited. To circumvent policy, they, therefore, certify that the underground water 
is not potable (without adequate proof). While schemes can be justified in pockets where 
potable water is not available, this fact needs to be verified. To counter the pressures from 
vested interest groups, particularly the poorer segments of society, a third part validation 
system should be put initiated. PCSIR certified water testing laboratories (one in each 
district) should be approved for validating the quality of water in the underground aquifer.  
 
50. Moreover, a number of avenues exist through which schemes are implemented without 
any community participation. This is in direct contravention of the Uniform Policy of 
Community Participation with eventual handing over for operations and maintenance.  As 
these schemes are provided without any community contributions, the communities not 
having access to this largesse argue the need for their own need to contribute to costs 
(SPDC 1997, 1999, 2000). Time and again the recommendation has been that all schemes 
be implemented using the principles laid down in the Uniform Policy.  This, in the long run, 
ensures that schemes are sustainable provided the caveat for effective community 
participation has been met holistically and in spirit. However, some shortcomings of the 
Uniform Policy have been discussed elsewhere in this paper. 

4.1.2 Human Resources 
6 
 

51. Despite the changes in incentives for District/ Tehsil Nazimeen, there has been little or 
no change for the service providers and managers.  There appears to be a loss of morale at 
the senior management level and for the benefits of devolution to be achieved, these 
motivational issues need to be addressed (Cyan et al. 2003).   Weak accountability at the 
local level combined with this lack of motivation leads to undermining the quality of service 
provision. The dichotomy of control over the officers/ officials of the former PHED staff (now 
part of the Works and Services Department of the district governments) has resulted in 
these officials not being responsive to their new political masters. These officials are more 
ready to respond to directives from provincial line departments.  Because of rigidities in the 
size and composition of the establishment, meagre operational budgets, and the fragmented 
annual development planning processes, the managers do not have the flexibility needed to 
ensure a client responsive service. 
 
52. There is a lack of qualified planners with a background of both community development 
and public health engineering.  This results in the development of schemes which are not 
necessarily optimal. There is also a lack of professional contract management staff.  This 
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results in selection and implementation of schemes which are motivated by vested interest 
groups while construction procedures do not deliver according to design and specifications. 
The senior-most staff in the PHED feel that this is a generic problem in each of the 
departments where engineering is the base of skills required.  Their suggestion is to 
empower the engineers in a manner similar to what has been done in the past for the other 
specialised branches of public service, e.g. the District Managers, the Tax, Audit and 
Accounting Professionals and the various specialisations in the revenue wings of 
government.  They argue for a specialised Engineering Management Service. 
 
53. Expertise in designing mechanised schemes appears to exist only for the water sub-
sector with little or no expertise in the sanitation sub-sector.  The skills which do exist within 
the PHEDs is located largely in the design offices attached to the Chief Engineer’s offices in 
Lahore and Multan. Skills for designing sewerage and large drainage schemes exist only 
within the Water and Sanitation Agencies. Even these are available in not all the major cities 
(population over 1 million) of the Punjab.  One way in which such shortages can be 
overcome is by making available the services of a public sector technical assistance office 
comprising of the design officers from the PHEDs at the provincial level and from the 
WASAs. Such an organisation should compete for advisory services needed by local 
government units. This element of competition with the private sector consulting and design 
engineers would ensure state of the art knowledge and a lower price tag to the local 
governments. 
 
54. To overcome these deficiencies, the PHED is in the process of establishing a Provincial 
Resource Base which would include a training institute and the Central Design Unit. The 
latter would initially be in implementation mode, hopefully, only for the short-run and is 
staffed with a pyramid of 4 Superintending Engineers and 8 Executive Engineers who 
would, in turn, be supported by a relatively small cohort of Assistant Engineers (16) and 
para-technical staff, such as draftsmen, surveyors, etc.  The training unit, Water and 
Sanitation Training Institute (WASTI), would also include the Central Water Testing 
Laboratory. The PRB is mandated to assist the TMAs, train staff, establish standards, 
evaluate the technical merits of designs proposed, and make and implement regulations. 
One major element which is missing from these plans is the expertise to undertake 
community development so that all schemes are designed, implemented and operated in a 
participatory mechanism.  Claims have been made that the recent success is due to the 
internalizing of these skills by the engineering staff itself.  It is possible that this is being 
confused with their working together with CD specialists brought in on contract for the 
purpose. If this latter is the case then these skills will once again dissipate after the project in 
hand is completed. For sustainability, specialist CD staff devoted to the mandate of the 
PHED should be inducted and made available as required to the TMAs.  
 
55. While it will probably not be possible to discontinue funding from provincial level in some 
form or the other, there needs to be a clear policy regarding how long such ‘accelerated’ and 
vertical programmes will be run and to have an ‘exit’ strategy.  Local ownership and 
partnership in identification and implementation has to be recognised and eventually 
conceded. Currently there is a feeling in the PHED that the TMAs do not have the capacity 
and hence there is a need to run vertical programmes through the ‘provincial resource 
base’. Even if that is the case then the medium term objective should be to enhance that 
capacity and the vision for the provincial government should be to change its role from an 
implementer to financier to regulator90 only, eventually. 
                                                 
90 In what form and nature of that is to be discussed and decided. 
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4.1.3 Effective Integration of Community Development Effort 
 
56. One of the stated pillars of policy for the water supply and sanitation sector (following the 
National Policy Conference in 1988), particularly in the rural areas, has been effective 
community involvement from identification to post-construction operations and maintenance. 
This was put in practice in during the Social Action Programme executed in the 1990s. 
However, this has largely taken the form of establishing ineffective community organisations 
after construction of mechanised schemes has been completed in the smaller urban and 
larger villages of the province.  This has largely been the result of the poor quality of 
construction requiring substantive rehabilitation, repair and maintenance, in some instance 
even before such schemes have been operationalized.  Communities and local 
governments have been loath to accepting such responsibilities.  As a consequence, the 
need to create such paper community organisations to meet the requirements of loan and 
other conditions became a self-fulfilling prophecy. 
 
57. The presence of schemes implemented through vertical programmes and grants of the 
provincial and federal governments (as gifts to a select few localities) is in direct competition 
to the stated policy.  This requires that there should be effective community participation 
manifest through sharing in the capital costs. The lack of a uniform application of this 
principle has been another major irritant in the effective integration of communities in the full 
project cycle from identification to O&M. Unless all schemes are implemented on the same 
basis irrespective of the source of fund, the likelihood of effective integration would be 
conspicuous by its absence or at best a lukewarm presence. Moreover, in the absence of 
implementing the uniform policy, the chances of achieving full O/M cost recovery is 
minimised.  
 
58. A rigorous pursuit of such a policy makes very good sense if the objective is to achieve 
the Millennium Development Goals are to be targeted. The resources and ability of the 
public sector to achieve these targets is simply not possible. Partnership and active 
involvement of the communities is essential to this effort. Pakistan has plenty of models to 
learn from when it comes to such models: the Orangi Pilot Project, Lodhran Pilot Project and 
recent innovations in the Jaranwalla TMA are cases in point. People, the world over 
acknowledge and learn from the OPP. This model demonstrates that community 
participation is possible even in relatively poor areas in the field of water supply and 
sanitation; that this is a felt need of the communities and that given some guidance and 
technical expertise they can be self sufficient in this field.  
 
59. The models of ‘component’ sharing need to be followed in urban and rural areas for 
purposes of financial sharing and speed of projects. It would also have very high ratio of 
sustainability. Schemes where communities contribute are seldom abandoned since these 
are ‘self-selected’ and a result of the need of the people. Communities would obviously 
never contribute in schemes where they have not been consulted and which they think will 
not work or will be difficult and expensive to maintain. Therefore, the whole Uniform Policy 
needs to be looked at afresh and policy should be enunciated, going one step back, which is 
project identification and financing. Component sharing could be the preferred model which 
would work perfectly if there is a need for such a scheme in the community, where only 
tertiary and perhaps secondary lines and ‘internal’ development should be the responsibility 
of the household and primary level infrastructure including pumping/ purification/ treatment 

 84



 

works need to be paid for and even run by the government. Another hurdle in such a 
approach moving forward is the availability of good/ well trained NGOs in this field that can, 
in large masses, mobilize communities and train them. The government might need to fund 
NGOs to establish and do this, like in the case of the Punjab Rural Support Programme. 
 

4.1.4 Cost Recovery 
 
60. Many users want to have a higher level of service than is being provided, particularly as 
it relates to the convenience of house connections. Distribution systems which will 
accommodate private house connections are generally not being provided where systems 
are designed to supply less than 5,000 persons. With only a stand post level of service, 
consumers are unwilling to pay a tariff if they have an alternative supply.  Consequently cost 
recovery is inadequate to operate these schemes on a sustained basis. 
 
61. Compounding this is the constant rise in costs largely due to the power tariff91 which is 
constantly being revised upwards without consideration for the ability to pay for services by 
the consumers of public goods. To all of this must be added the engineering factor.  Earlier 
sections have repeatedly pointed out to the inappropriate use of technology, particularly in 
the sweet water zones of the province. Mechanised water supply schemes constructed by 
the PHED are over-designed at source, under-designed at distribution and the quality of 
materials used in construction is poor. The latest evaluation of performance (ADB 2003) has 
found that motors and other electrical equipment are of very low quality and are energy 
inefficient.  The quality of pipes is such that they burst during testing and are not replaced. 
Contractors and Consultants are not penalized.   
 
62. This results in their inability to provide water of sufficient quality at desired pressure level 
thereby ensuring that consumers are dissatisfied with the service. This results in 
unwillingness of consumers to pay for a service which does not meet their demand.  
Moreover, the schemes, being in sweet water zones, do not factor in the unwillingness of 
potential consumers to shift over to a municipal supply when they already have access to an 
assured supply of an acceptable quality. Very few, if any, water supply schemes installed by 
the PHEDs have been able to achieve operations cost recovery. The TMAs, therefore, are in 
a no win situation. Low revenues and lack of alternative funding, on the one hand, and the 
need to deliver an efficient water supply service, on the other hand.  This results in customer 
and voter dissatisfaction, the creation of large deficits with the eventuality of a cut-off in 
power supply owing to non-payment of energy bills. 
 

4.2 Technical 

4.2.1 General 
 
63. Punjab, for the water and sanitation sector, has been divided into two zones: irrigated 
and barani.  However, this classification needs to be amplified to reflect the quality of water 
aquifer available, namely, potable, brackish and saline92.  This need arises largely as a 
                                                 
91 See earlier comment on municipal electricity tariff.  
92 A note needs to be made of the arsenic in water reported from certain southern and western 
districts of the Punjab. (Ref UNICEF test reports, Rajanpur, Muzzfargarh, etc) 
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consequence of the degradation in the quality of the under-ground water stored in the 
aquifers available. In the irrigated areas underground water has been affected largely owing 
to water-logging which has created salinity and also owing to use of chemical fertilisers and 
pesticides and the discharge of untreated sewage and industrial effluents discharging into 
rivers, streams and canals.   
 
64. This has resulted in polluting the water supply in the under-ground aquifers to a depth of, 
in some not infrequent instances, up to 100 feet.  Only hand-pumps designed to deliver 
water from such depths or more are capable of providing potable water in these areas.  
Thus the current policy of denying public water supply schemes in such areas (which are in 
pockets) can no longer be a universal rule.  However, the policy of not providing a 
mechanised scheme should be continued and for these pockets the policy should be 
modified to state that public water supply schemes in such areas would be limited to the 
provision of Afridev pumps on loans to be provided to households or through a water supply 
scheme to be designed and delivered through the CBOs and RSPs. 
 

4.2.2 Alternate Technology, Design and Standards 
 

65. Even though one of the major objectives of the sector has been the use of appropriate 
and affordable technology, the key player in the sector, the PHED, continues to produce 
over-designed schemes which are constructed not to design and specifications (ADB 2003, 
SPDC 1997, 1999, 2000). This leads to schemes which are not owned by the communities 
they are supposed to serve and, therefore, add to the burden of the PHEDs having to 
operate these in the hopes of some cost recovery.  This is a major problem leading to the 
inability of the TMAs particularly in the sweet water zones to operate and maintain these 
schemes. 
 
66. Policies should be developed and implemented which specify both standards of design 
and levels of service appropriate to the communities affordability to pay not only the O/M 
costs but also to partially finance the capital costs.  This would ensure the use of lower cost 
solutions and appropriate construction standards. At present water supply, drainage and 
sewerage schemes are designed and implemented separately.  This leads to the lack of 
cohesion within the sector. Integrated schemes have the advantage of compatibility. 
 
67. There are no specified standards of service with the result that delivery to different 
communities is based on the judgments of the various executive engineers.  There is a need 
to specify a uniform level of service and standardised design parameters which should be 
the minimum93.  Any variation upwards should be on the basis of full cost recovery of both 
capital and recurring costs and not the marginal costs. 
 

4.2.3 Contract Implementation and Supervision 
 
68. The PHED is an engineering design and contract management department.  However, it 
is constrained by government procurement and payment procedures and is manned by a 
staff which is ill-paid, has no incentives for stellar work, is fearful of repercussions, 
particularly under the Accountability Ordinance, and is, therefore, loath to take decisions for 

                                                 
93 Annex A contains minimal standards approach to the WATSAN; which can be referred to when 
evolving policy for the province. (Developed and provided by Mr. Reza Ali.) 
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non-SOP (standard operating procedure) mechanisms of implementation.  This results in 
fortifying the already solid nexus between the engineer and the contractor leading to lax or 
null supervision, contract over-runs both in time and quantity, and poor quality of output.  
Moreover, since the PHED is not accountable to the people they serve, there is nor external 
supervision over them and no compulsion to improve performance. Add to this the political 
interference in scheme and site selection and the political exigencies of wanting the work 
undertaken in the shortest possible time. These results in the PHED not being able to bring 
its best practices into use and seek for short-cuts to keep the politicians (MNAs, MPAs and 
Senators) happy. 
 
69. Further the system is also conducive to the creation of contractor cartels wherein 
individual contractors bid for and obtain contracts on the basis of queuing. The acceptance 
of lowest bids under this system is thereby negated. There is, therefore, a need to consider 
alternative mechanisms for contracting either through consultants who will certify both 
quality and payment and payments are then made by the concerned finance officers of the 
local government directly without the interference of the engineer.  This should reduce costs 
(the elimination of commissions and bakhshish to some considerable extent). There is also 
an alternate possibility of CBOs, CCBs and the RSPs becoming involved in the 
implementation of schemes as partners of the PHED. 

 

4.3 Structural 

4.3.1 Inter-Governmental Roles and Responsibilities 
 
70. With the devolution to local governments, the PHED now has been divided into several 
parts. Each of its district offices has been merged within the Infrastructure and Services 
Offices of the TMAs. The secretariat and the Chief Engineers’ Offices continue to exist with 
no clear mandate of their responsibilities. The secretariat continues to perform its routine 
functions as in the past: the posting and transfer of officers, coordinating the sector activities 
and providing assistance to the TMAs wherever required. The responsibility for service 
delivery, however, vests clearly within the TMAs. 
 
71. There is conflicting evidence (although anecdotal) about the unfolding financial position 
of the TMAs since their inception and their inability to recover costs of operating water 
supply schemes. Some evidence suggests that collection is in fact improving; primary 
studies and analysis is required to map the trends. However, the TMA is expected to hold 
responsibility for providing municipal services within the boundaries of the Tehsil. It would be 
unfair to expect TMAs to undertake this if it is not given the required finances. Issues of 
recurrent costs and ability to meet them should have high priority. Water Supply and 
Sanitation is easier to build than run effectively. This is where inclusion and mobilization of 
communities would also make a huge difference. 
 
72. There is now a dire need for a clearer understanding of the respective roles. The 
province has to decide to restrict itself to facilitating the devolution of responsibility, build 
capacity within the TMAs, provide a centralised pool of resources which would otherwise be 
uneconomical for the TMAs to maintain and intervene only when requested to do so. It 
would also continue to oversee any vertical or foreign funded programmes and projects. The 
province is also clear in its understanding that all schemes should eventually be the property 
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of the TMAs and that the TMAs should take on the responsibility of transferring these to the 
communities for O&M wherever possible. 
 
73. Two critical elements need to be addressed. These relate first to the schemes which 
were under implementation at the time when local governments came into existence (2001) 
and were abandoned for want of an “owner”. These need to be revived and brought on 
stream. While permission to do so has been obtained, the issue with respect to ownership 
needs to be settled. The PHED must negotiate with the TMA and transfer these to them. 
Also of critical importance in the negotiations would be the timing of handing over title: an 
ex-ante handover would possibly result in a re-estimation of the cost of completion. The 
second relate to the schemes constructed under the PRWSS project which were handed 
over to the communities and which are now being abandoned for a variety of reasons. If 
such investments are not to be treated as sunk costs, then title to these must be transferred 
to the TMAs and modalities worked out for the communities to once again take responsibility 
for operations and maintenance. 
 

4.3.2 Vertical Programmes 
 
74. To ensure that the MDGs are achieved, and there is some equity in the provision of 
services to achieve the same level of access and coverage throughout the province, there is 
some justification for vertical programmes.  These can be delivered through the TMAs who 
are mandated to take over these functions from the provincial government. The mechanism 
of conditional grants (performance grants) for local governments (in this case the TMAs) as 
provided for in the PLGO can be used for this purpose.  A number of such programmes are 
being implemented and have been described in the earlier sections. The mechanism of 
conditional grants (performance grants) for local governments (in this case the TMAs) as 
provided for in the PLGO can be used for this purpose. 
 
75. In the current scenario it is very important to be careful about one thing: PHED should 
not end up treating TMAs like it did communities during the SAP. Schemes should be 
constructed with full involvement of the TMA and the communities and PHED should stop 
following a in and out approach with no consultations and hence no ownership. Agreements 
to ‘take-over’ schemes can always be signed by TMAs for lack of any option, since they are 
cash-starved but a sign on the dotted line should not be the end of responsibility as far as 
PHED is concerned. Whether being spent from Account I or IV, it is public money at the end 
of the day and needs to be put to best and sustainable use. Any schemes, paid by any tier 
of government should reflect in the budget of the local government and related expenditures 
and the nature of the scheme should be discussed in the respective house. It is not only the 
capital that is being spent on the scheme, but due to the undertaking the scheme would be 
an O&M burden on the TMA and should be thoroughly scrutinized before any such scheme 
is ‘signed-on’ by the TMA. If an announced and reasonable criterion is followed in vertical 
programmes then it does not matter if issues of political economy come into play and if the 
‘queuing’ principle is violated, as far as getting additional funds for a certain area are 
concerned. However, if technical standards as well as policies vis-à-vis communities are 
also violated then such vertical programmes would skew the whole sector and would run the 
risk of being detrimental to any efforts to plan. Mixed signals would go out to various players 
which could have counter-productive results in the race to achieve the MDG targets. The 
above should go with the caveat that ‘avowedly’ this temporary nature of vertical 
programmes will be precisely that and not go beyond the short term. 
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5. Missing: A Regulator 

5.1  Need 
 
76. Water is a scarce resource (and increasing becoming more so) and hence its use needs 
to be regulated. Surface and ground water is used for purposes of irrigation, industrial use 
and drinking. It is regulation of drinking water that is to be discussed here. Regulation of 
drinking water needs to be done for quality, availability and affordability. A clear distinction 
has been made between ‘access’ and ‘coverage’ of water supply. It is in the back drop of 
that distinction that a regulator needs to be introduced by the provincial government in the 
equation. Coverage and increase of it, should only be part of the concern of the provincial 
and district governments. Regulation of existing players in the water market and of the water 
they provide, hence regulation of the ‘access’ to water needs to be reflected upon. The 
quality and affordability of water accessed is of concern to the people and the government. 
 
77. Regulation of sanitation facilities, disposal and treatment of wastewater needs to be 
undertaken to minimize its negative environmental externalities. Adverse affects on the 
environment. The logic of ‘the tragedy of the commons’ can also be used to explain and 
legitimize the role of a regulator. 
 

5.2 Role 
 
78. Regulation above is being used as an idea and not necessarily a single player at the 
provincial level. That entity could certainly be there in the shape of an over arching body 
which makes the rules for supply of water and sanitation services in the province. However, 
this certainly does not mean that it should itself do the actual regulation as well. Given the 
large number of water providers/ vendors in the informal/ private market especially where 
there is an availability of surface water; there are no models of regulatory contracts or 
charters by way of regulation of above. Local level regulation regarding quality control would 
be effective in this scenario. It can also be carried out by third party with enough 
transparency of information and cross-checking mechanisms. 
 
79. There is also a need for raising awareness about water quality among citizens who get/ 
demand water under two categories: one, as consumers / buyers who purchase water as a 
service. Two, as a public right: access to safe water. 
 

5.3 The Entity 
 
80. The question of who regulates whom and the distance between the regulator and the 
one who is being regulated becomes of critical importance if there are multiple interfaces 
between the entities. Their number increases the proportion of factors that might undermine 
the regulators role as that of a neutral one, which is of immense importance. If the two 
entities are too close, like the provincial PHED and the TMAs, for example, such a 
relationship might not work very effectively. The TMAs, WASAs and the PHED itself are 
suppliers/ providers of water and need to be regulated in terms of what they supply or assist 
to supply. Also the provincial government may independently or through the PHED act as a 
financier of water supply schemes. The financier is not the best stakeholder to regulate 
either due to multiplicity of interests. The regulator will have to be an independent statutory 
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body which can develop criterion for regulation in any or all the sub-sectors by involving the 
stakeholders and then it either itself or through out-sourcing to third parties, ensure actual 
regulation of water supply and sanitation. Bringing different variables such as Un- 
Accounted Water (UAW) at reasonable levels could be one of the tasks of this body.  
 

6. Suggested Strategy    
 
81. Based on the discussions held with officials of the PHED and the review of literature, a 
suggested strategy for the provincial government has been prepared.   
 

6.1 Vision 
 
82. The sector vision is to bring about improvements in the living conditions of the people. 

6.2 Mission 
 
83. To ensure that service providers involved in the provision of water and sanitation 
services provide quality services and work towards achievement of MDG targets for Punjab 
 

6.3    Short to Medium Term 
 
84.  This paper has been developed to identify the critical and overarching issues in this 
sector and suggest ways to address them. Almost all of the issues and misses in policies 
pointed out need to be addressed immediately. The Mission Statement for the provincial 
department reflects the role of a financier, facilitator and capacity builder but least of all a 
service provider. Most of the issues highlighted in the paper are institutional in nature and 
even if on the right track it will take some time before all the players in the sector recognize 
and take on their respective roles and also develop the ability to perform well on them. 
However, the provincial government feels strongly about the lack of service provision in the 
interim period and expects the provincial PHED to perform accordingly. That, it appears is 
the most obvious way to address the problems in the short run but if the issues pointed out 
are not addressed simultaneously, the status of the sector will not change in the long run. If 
PHED is to perform a role similar to what it has in the past without a clear and avowed 
strategy to taper off that role, things will continue the way they have been and it will be 
difficult to make a break with past trends in the sector. It is strongly recommended that any 
such programmes may only be undertaken as discussed in section 4.3.2 above. Local 
communities and government need to be taken on board and made partners in such 
programmes. A survey of non functional schemes may be undertaken immediately. Strong 
and established NGOs may then be partnered with, to approach communities and find out 
the reasons for schemes to be non-functional. This is an essential step and if skipped, the 
rejuvenated schemes would run the risk of becoming non functional again soon. Mobile 
laboratories may also be launched to check and issue certificates of quality regarding water 
supply schemes and work may be started on gathering data on quality parameters. 
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7.  Conclusion 

85. The PHED is planning94 to undertake vertical programmes under an accelerated 
programme through the ‘provincial resource base’. It is hoped that this does not become a 
permanent feature and function of the department which really should be strategizing on 
area of regulation, quality issues and technical assistance and moving away from 
implementation. 
 
86. All water supply schemes undertaken now, under the latest policy, have to have 
sanitation component. However, this component must be implemented and not rolled over 
for lack of finances. Waste water treatment should be made an essential part of future plans 
in this sector. The Training of TMAs is to be undertaken to build capacity at local level. 
Establishment of WASTI is a step in this direction. TMAs have to be geared up by the 
provincial government to undertake fully the role given them under the PLGO 2001 
promulgated by the Government of the Punjab95. 
 
87. The community driven programmes currently undertaken through support of the ADB is 
encouraging but needs to be analysed and assessed on various indicators, amongst them 
involvement of local government being most important and pertinent. 
 
88. Given the state of the sector the government feels there is an urgent need to take steps 
in the provision of service delivery. It has been argued in this paper that although there is 
room for such programmes, these should be undertaken as ‘conditional’ grants to the 
service delivery agents under the existing government structures. The urge to ‘fix the pipes’ 
will always be there in an environment of non-performance but to make the interventions 
more sustainable it would be advisable to ‘fix the institutions that fix the pipes’. 

                                                 
94 Annexure B provides a three- year plan to operationalize these priorities. This has been prepared 
by the PHED of the Government of the Punjab 
95 The PHED has developed and shared a number of TA proposals that it wants to undertake through 
the Devolved Service Delivery Programme (see Annexure C). 

 91



Annexure-A 

 

MINIMUM STANDARD FOR PROVISION OF WATER AND SANITATION SERVICES 

Description of 
Services 

Household Urban Large Rural Small Rural 

  Mohallah Secto
r/Zone

Town/Cit
y 

Mohallah Settlement Settlement 

Water 
Sweet Ground  
Water – 
Shallow 

 
Hand pump 

 

Sweet Ground 
Water – Deep 

House 
connection 

Pipe network, tube well Community 
hand pump 

Saline ground 
water 

House 
connection 

Pipe network, surface water treatment or tube wells 
near the surface water channels 

Water 
treatment, 
pipe network, 
public stand 
posts 

Dry pit 
latrine 
Pour flush/ 
septic tank 
or soakage 
pit 

 Wastewater 
Excreta 
Disposal 

Flush latrine 
with septic 
tank and 
soakage pit 
or sewerage 

For flush latrine with sewerage, see sewerage below 

Sewerage Septic 
tanks/ 
soakage pit 

 

 Connection 
to sewerage 

Under ground sewers Covered drains 

Wastewater 
Treatment 

   Treatment 
plant 

 Treatment plant 

Storm water 
Drainage 

Covered/uncovered drains 
and/or underground sewers 

 
Covered/ uncovered drains 

Garbage 
Disposal 
Collection 

 
Door to door collection 

 

Storage Filth depots 
Transportation 
to landfill site 

 Mechanical 
Equipment 

 Mechanical 
Equipment 

 

Landfill site 

 

  Develop 
Landfill 

 Develop Landfill 
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Annexure-B  

Technical Capacity Needs for Provision of Water and Sanitation Services 
 

Urban Large Rural Small Rural Description of 
Services 

Household 
Mohallah Secto

r/Zone
Town/Cit
y 

Mohallah Settlement Settlement 

Water 
Sweet Ground  
Water – Shallow 

  
Monitoring of water quality 

Sweet Ground 
Water – Deep 

 I) Engineering design of major pipe networks and tube 
wells (through outsourcing to consultants), ii)  leakage 
detection and repair, iii) preventive maintenance 

Training of 
plumbers, 
drillers and 
masons in the 
installation of 
community 
hand pump by 
sector NGOs 

Saline ground 
water 

 I) Engineering design of major pipe networks and water treatment 
plant/tube wells (through outsourcing to consultants), ii) leakage 
detection and repair, iii) preventive maintenance 

Wastewater 
Excreta Disposal 

 

Sewerage 

Training of 
masons in 
the 
construction 
of pit/pour/ 
flush 
latrines, 
septic tank 
and 
soakage pit 
by sector 
NGOs 

I) Engineering design of 
complicated sewerage system 
(through outsourcing to 
consultants), ii)  quality 
assurance of manufactured 
pipes (by  TMA), iii) preventive 
maintenance 

 

Wastewater 
Treatment 

 I) Engineering design of wastewater treatment plant 
(through outsourcing to consultants), ii) maintenance 
of treatment plant 

Storm water 
Drainage 

I) Engineering design of 
complicated storm water 
drainage system (through 
outsourcing to consultants), ii) 
preventive maintenance 

 

Garbage Disposal 
Collection 
Storage 
Transportation to 
landfill site 

 

Landfill site 

 

 I) Engineering design of sanitary landfill (outsource 
to consultants), ii)  development and maintenance of 
landfill site 

* Training in procurement, particularly in outsourcing/procurement of services. 
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Annexure C  

PHED PROPOSAL FOR TECHNICAL ASSISTANCE FROM PDSSP 
 
PHED Mission, Vision and Objectives  
 
Water and Sanitation has been identified as one of the three core sectors for 
interventions under the newly initiated Punjab Devolved Social Services Program 
(PDSSP) by the Punjab Government. Enhancing sustainable access to safe drinking 
water and environmental sanitation is the millennium development goals (MDGs) of the 
restructured Public Health Engineering Department of Government of Punjab. The vision 
is a sustainable and rapid development of water and sanitation sectors to maximize 
population coverage with safe drinking water and sanitation services, by creating a 
supportive institutional environment, enhancing human capacity and building modern 
governance. The vision will be accomplished through adopting a comprehensive Punjab 
Water Supply and sanitation policy with its short and long term objectives.  The PHED 
visualize achieving the MDGs through adopting a short term and long term strategy in 
the following policy areas.  
 
Short Term Policy Objectives include;   

• Rural water supply and sanitation (WS&S) asset management,  
• Urban infrastructure development,  
• Institutional Strengthening and capacity building of TMAs and Union 

Administration,  
• Decentralization and local delivery,  
• Community participation and development,  
• Public sector investment program,  
• Development expenditure,  
• Setting regulations and standards for water and waste contamination,  and,  
• Initiation of policy recommendations.  

 
Long Term Policy Objectives are;  

• Improve governance in the management of social resources,  
• Continue de-regulation and privatization process,  
• Reduce poverty levels through expanding coverage and quality of services, 
• Phased expansion and development of human resources,  
• Systematic monitoring of policy and financial reforms,  
• Continue improvement in water sector environment, and  
• Achieve MDG targets.  

The re-structured PHED is working to achieve these objectives through establishing a 
network of 8 PHE circles, 17 divisions and 34 sub-divisions, to cover the whole province.  

There PHE is an engineering-oriented department whereas meeting the MGD targets 
and improving the service delivery requires taking major social sector initiatives like 
institutional strengthening, capacity building and community development, development 
of regulatory framework, monitoring procedures and systems by TMAs and communities.  
 
TA Support Needs from PDSSP  

The newly initiated Devolved Social Services Program (PDSSP) by the Government of 
Punjab is an opportunity for the PHED to avail some short and long term Technical 
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Assistance for implementation of its proposed social sector initiatives. The PHED 
proposes following three social sector initiatives.  
 

1. Establishment of a TMA Support Cell at each PHE Circle.  
2. Technical Assistance for Village Councils/Water Users Committees. 
3. Punjab Water Supply and Sanitation Policy and Development Unit.  
4. Extension of Water Quality System/Network at all PHE circles. 
5. Technical & performance standards for WS&S Schemes. 

 
TA-1. Establish and Operationalize TMA Support Cell:  

The PHED mandate is to design and construct Water Supply & Sanitation schemes 
under CMs Accelerated Program for Social Development, Social Development Package 
for Southern Punjab and development of schemes under supplementary grants and mid-
term development program.  The PHED will hand-over schemes to respective TMAs for 
O&M and delivery of services to the rural communities. The TMAs presently lack 
capacity to handle O&M of rural water supply schemes.  
 
The PHED proposes to establish a TMA Support Cell at each PHE Circle (covering 4-5 
districts). The mandate of this cell will include, but not be limited to the following: 
 

• Technical supervision of the subprojects.  
• Development of WS&S related MIS system.  
• Design and implement technical and community development training from WSS 

staff of TMAs with a focus on WSS Committees.  
• Establish a Community Development Unit to continue support community 

development activities.   
• Water quality monitoring and establishing a water testing labs at PHE Circle HQ. 

The TA will also enhance the capacity of the existing 3 Water testing labs to cater 
the increased demand. 

• The SE of the respective PHE Circle will supervise the activities of the proposed 
TMA Support Cell.    

 
TA-2. Formation of Village Councils/Water User Committees 
 
The LGO 2001 under section 93 provided the formation of Village and Neighborhood 
Councils with 5-11 elected members each. Every village council will be a body 
corporate. Develop, improve, manage and regularize the water supply and sanitation 
services among the major functions proposed for these councils under section 96 of the 
LGO 2001.  
 
As the formation of Village Councils is not formalized, the PHED strongly feel that this 
can be initiated as a pilot in those villages where PHE is executing WS&S schemes. The 
pilot can also be implemented in all those villages where other agencies /projects 
implementing water supply & sanitation schemes.  
 
The TA support will be utilized for;  

• Formation of Village councils/Water User Committees in all villages where PHE 
will initiate WS&S schemes.  

• Mobilizing TMAs in the conducting elections as proposed in LGO 2001.  
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• Preparing regulatory framework for Water User committees.  
• Registration of WSS committees with the regulatory authority. 
• Approval and implementation of the regulatory framework by relevant authorities.       

 
TA-3. Policy and Development Unit for Punjab Water Supply and Sanitation ( 

P&D Unit):  
 
PHED will establish a Water Supply & Sanitation Policy and Development Unit at 
Lahore. The will be housed with a nucleus management staff and involve policy makers 
and WS&S Experts on its board. The mandate of this unit will be:  
 

• Facilitate policy makers and development experts in taking decisions on Water 
and Sanitation Sector issues.  

• Initiate research and development on water and Sanitation issues. 
• Development Policy proposals and implementation strategy in the light of WSS 

vision 2020 for the achievement of short and long term policy objectives. 
• Develop new proposals, prepare PC-1 and meet other requirements for the 

approval of projects from relevant authorities.    
• Play the role of catalyst in the implementation of policy decisions at the TMA and 

Water User committee level.  
• Develop and operate MIS system for water sector interventions at the PHE 

circles as well as at PHE Headquarter at Lahore.  
• Develop procedures and rules for the implementation of water supply and 

sanitation facilities.  
• Set periodic targets and supervise the implementation to meet the MDG targets 

for the sector.  
• Monitor implementation of WS&S sector sub-projects through the TMA Support 

Cells at Circle level.  
 
The above mentioned three proposals require study and technical services of a pool of 
consultants to design and develop implementation mechanism, procedures, costing and 
time frame.  The PHE suggest for a flexible pool of funds for consultancy and for long 
term input of consultants for design and implementation of proposals. The PHE requires 
expertise of following specialists (30 person months each) to be involved in the 
developing and implementation of proposed initiatives under the PDSSP Technical 
Assistance Program.   
 

1. Policy Development Specialist 
2. Institutional Development Specialist. 
3. Management Information Specialist. 
4. Monitoring and Evaluation Specialist. 
5. Community Development Specialist. 
6. Human Resources Development (HRD) Specialist. 
7. Water Quality Monitoring Specialist.  
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