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Explanstory notes

The monetary unit in Pakistan is the rupee (PRs).

References to tonnes (t) are to metric tonnes.

Besides the common abbreviations, symbols and terms, the following have
used in this report:

ADBP
COMFAR
DFI
IDBP
NDFC
WNFP
PIDD
RDFC

Agricultural Development Bank of Pakistan
Computerized financial analysis and reporting
Development Finance Institution

Industrial Development Bank of Pakistan
National Development Finance Corporation

North Western Frontier Province

Project Identification and Development Division
Regional Development Finance Corporation
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In the context of the project "Assistance to the Regional Development
Finance Corporation (RDFC)™ (DP/PAK/85/024), for which the United Nations
Industrial Development Organization (UNIDO) is the executing agency on behalf

of the United Nations Development Programme (UNDP), an expert in agro- and
forest-based industries was assigned to the project for five months. His

mission started on 7 November 1986 and ended on 13 April 1987.

According to his job description, the expert was expected to work in a
tesm and to concentrate on upgrading the capabilities of the staff of RDFC
through on-the-job training in project identification, the preparation of
opportunity and fessibility studies, as well] as in eppraising, promoting,
financing and implementing projects in the ag.o-based industrial sub-sector.
For various reasons explained in the report, the mission could not be
implemented exactly as planned and the expert had to adapt his work programme
accordingly. His activities covered: speciiic areas surveys, identification
of projects, assistance in studying sub-sectorial matters (inputs, outputs,
production capscities, technology and equipmeant), promotion and implementation
of projects, analysis of existing studies and meetings with promotors.
Opportunities for cattle-feed projects, renderi::: plants, date-processing,
sugar-cane by-products and fruit processing were identified.

The expert also analysed PIDD's operational soundness in promoting
sub-sectorial projects and made the following main recommendations:

(a) To implement a sub-sectorial approach involving team work;

(b) To allocate to PIDD adequate resources enabling it to carry out
project studies in a methodical way and optimizing h»snefits to be derived from
the COMFAR program;

(¢) To carry out genersl, resource-based and sub-sectorial studies as a
basis for further specific opportunity studies.
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INTRODUCTION

In the context of the project “Assistance to the Regional Development
Pinance Corporation (RDFC)™ (DP/PAK/85/024), for which the United MNations
Industrial Development Organization (UNIDO) is the executing agency on behalf
of the United Mations Development Prograsme (UKDP), an expert in agro- and
forest-based incdustries was assigned to the project for five months. His
mission started on 7 November 1986 and ended on )3 April :987.

RDPC which was established in 1985 as a subsidiary of the National
Development Finance Corporation (NDPFC) was entrusted with the promotion of
industrial projects in the less-developed areas of Pakistan. In line with the
objectives of the project, the expert was expected to upgrade the capabilities
of RDFC's staff through on-the-job training in project identification, the
preparation of opportunity and feasibility studies, as well as in appraising,
promoting, financing and implementing projects in the agro-based industrial
sub-sector. The main counterpart structure in RDFC was the Project
Identification and Development Division (PIDD).

The expert was meant to be part of a project team consisting «i two other
experts in specific industrial sub-sectors and COMFAR program specialists,
working simultaneously under the guidance of 3 team leader (economist).

The mission could not be implemented exactly as planned as the team
leader joined lste and the assignment of the other experts was delayed until
after the end of the expert's mission. First contacts revealed that PIDD has
extensive duties in the second and in the third sectors, and that sub-sectorisl
projects are entrusted to generalists or finance experts, working without
specialized assistance. It was therefore necessary for the expert to make a
survey of the eanvironment of the mission in order to work on identified ground.
This assessment of the regions of RDPC's assignment, the intervening agencies,
services and institutions and the organization of PIDD is contained in chapter
I.

Taking into account the existing conditions, s modified work programme
was proposed to RDFC. It concentrated on the first items of the expert's job
description as well as on the identification steps of projects. With RDFC’s
efficient logistic management and with the assistance of the counterpart, &
specialist in projects location, field missions were carried out to identify
opportunities. Several projects were proposed to RDFC, but only a few were
further developed as there was little operational co-operation ia the
sub-sector.

The conditioas existing in PIDD, in terms of available resources and
applied methodology were found to need improvement. In his recommendations
the expert put emphasis on the aspects corresponding to institution-building
with a view to permit s methodical approach and to get a real benefit of the
COMFAR program which will be provided under that project.
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= RECOMMENDATIONS

1. Project identification and the elaboration of pre-investment studies for
sub-sectorial projects should be organized in a way ensuring a higher degree
of validity. This includes:

(a) The formation of teams of experts for specific studies;

(b) The selection of suitable national specialists, internal or external
to RDFC, covering the major substantive fields of the project concerned.

2. Methods and formats should be introduced that are compatible with the
COMFAR program and permit an immediate utilization of the processed project
studies. These standard formats should also be imposed on any intervening
partner in the studies.

3. Particular attention should be given to the collection of data and
information at the local, regional and sub-sectorial levels. On & priority
basis the following skould be implemented:

(a) Conduct general and fuanctional studies, resource-based as well as
sub-sectorial;

(b) Establish a format, budget and schedule for operstional surveys of
each project;

(c) Set up a central data bese in PIDD, managed by a full-time
specialist;

(d) Motivate the officers to get more detailed information and to check
the data.

4. The sub-sectorial objectives should be adapted to the operational budget,
which needs to be increased.




I. ASSESSMENT OF THE PRESENT SITUATION

A. The less-develo areas of Pakistan

With the exception of most parts of the proviaces of Punjab and Sind, the
rest of Pakistan is considered as "less-developed areas”. This includes:

(a) The North Western Frontier Province (NWFP) and tribal territories;
(b) The northern aress;

(¢) The province of Baluchisten;

(d) The states of Jammu and Kashmir;

(e) Some parts of Sind and Punjab.

These regions, unlike Sind and Punjab, are generally mountainous with
limited areas of arable land.

Climates are widely varying, from dry tropical in the south of Baluckistan
to very cold, with steppic plants in the northern areas (Baltistam, also
nick-named "small tibet”, and Gilgit). Soils change from excellent in Peshawer
Division (NWFP) to semi-desertic or even desertic in many regions.

The population density is, on the average, lower than in Punjab. However,
Peshawar Division is quite overpopulated, bringing NWFP to an average density
of 160 inhabitants/kmZ, as compared to 126 for the entire Pakistan. Although

in the other regions the density is lower, it becomes an economic burden
because of the scarcity of srable land.

Infrastructure
The main rosd system connects Karachi to:

(a) The northern areas and to China and serves the main towns of Sind,
Punjab, the east of NWFP and Gilgit;

(b) The border of Keshmir, and divides itself into a net of narrow
secondary roads and tracks;

(c) NWPP and Afghenistan;

(d) Quetta, from where secondary roads and tracks lead up to the Islamic
Republic of Iran.

With the exception of the southern part of NWFP, the provincial road net
is weak, making transportation from and to villages end farms rather difficult.

Road transport which is highly developed, is mostly ~wned by small
entrepreneurs, and, slthough poorly organized, very efficient. Most industries
rely on this means of transport rather than on railways.

Railways connect Quetts and Peshawar to Karachi, and the most important
towns of Sind and Punjab. 1In spite of considerablo efforts and cheap fZares,

railways are not sufficiently used by the workers in the ag~o-based industrial
sub-sesctor.
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Electricity is availsable in most towns, in industrial estates and in most

rural areas. Sustained efforts are made to develop the net according to the
needs of industrial development, but due to a fast growing demand delays in
wiring do occur. The Water and Power Development Authority (WAPDA) tries to
satisfy demands wherever justified.

The availability of potable water is a problem in some areas, mostly in
the south and south-east of Baluchistan where water is scarce and wells are
deep.

The telecommunication network is certainly one of the most limiting
factors in most areas as it is insufficient and not very reliable.

Agriculture

The role of agriculture in the economy of the regions is summarized in
table 1.

Table 1. Land use in Pakistan, by region
(In thousands of hectares)

Regions

Northern Jammu and
Sind Punjab NWFP Baluchistan areas Kashmir

Surveyed ares 13.93 17.01 10.17 34.72
Forests 0.66 0.45 0.96 1.09
Non-arable land 5.20 2.94 3.95 11.16
Cultivated area 5.60 11.64 1.84 1.46 0.24
Cultivated area/
surveyed area (%) 40.20 68.43 18.09 4.20
Crop ares 2.82 10.46 1.52 0.62

Area with more
than one crop 0.90 3.02 0.43 0.02

Cultivated area/
inhabitants per ha .25 0.22 0.14 0.24 0.10

Source: Agricultural Statistics of Pakistan, 1985; updated from the Sixth
Year Plan.

In the areas for which RDFC is responsible, sll arable land is being
cultivated. Due to the climatic conditions, those areas where no irrigation

water is available (Barani sreas) may be cultivated only during the short rainy
searon.

Irrigated agriculture ranks among the largest irrigasted aress in the world.
The agricultural production, using traditional methods, is characterized by:
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(a) Diversified prcducts, partly for the farxers' own coansumption, partly
for the market;

(b) Split cash crops and industrial crops;
(c) Low investment and accordingly low yields;

(d) Low to very low prices for crops sold on the free market and imposed
prices for industrial crops and grain;

(e) Low agricultural revenues which seem cue more to low yields than to
low prices;

(f) Structural difficulties in the collection and transportation of
crops, and accordingly high profit margins for collectors and traders.

As a result, agro-based industrialization is difficult. Furthermore, the
link between agriculture and industry remains unorganized. The promotion of
the co—operative system is not favoured by the authorities, as past failures
gave resson for suspicion about its efficiency.

The aajor carh crops of two surveyed provinces are given in table 2.

Table 2. Major cash crops of two provinces

Crop NWFP Baluchigtan
Sugar cane (1,000 t) 3,700 30
Sugar beet (1,000 t) 100 -
Cotton ,000 bales, 375 lbs/bale) 3 0.9
Tobacc:. .1,000 t) 58 3

0il seeds are insufficiently produced in the less-developed areas of
Pakistan as well as in the whole country. According to various sources
500,000 to 600,000 tonnes of oil seeds are imported while they could be
produced locally. NWFP produces 22,000 tonnes of rapeseed and mustard;
Baluchistan produces 14,000 tonnes of various oil seeds.

The fruit production in the less-developed areas is concentrated in the
irrigated areas of NWFP and around Quetta (Baluchistan). Table 3 shows the
main fruit production of these two provinces.
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Table 3. Pruit production in two provinces
(In thousands of tonnes)

Fruit NWFP Baluchistan
Apples 59 79
Pears 30 1
Apricots 12 40
Plums 30 12
Grapes - 26
Peaches 2 9
Pomegranates 1 20
Dates 7 85

The main regions of production are:

(a) In NWFP: Peshawar and Malakand Divisiors (Peshawar, Mardan, Swat,
south of Dir), on the eastern bank of the Indus River, Abottabad District;

(b) 1In Baluchistan: Quetta Division (Quetta, Pishin, part of Zhob), plus
Panjgur and Turbat Districts for dates; pomegranates nearly in all parts of the
province;

(c) In the northern areas: 40,000 tonnes of apricots are reported to be
cropped, most of it being lost.

Wood resources are minimsl. The forests are overexploited, resulting in a
constant reduction of the areas by about 1 per cent per year.

Fishing is concentrated in the Karachi area. The coast of Baluchistan
does not yet have the infrastructure required to develop fishing and a fishery
industry.

Fish farming has not yet resched economic importance, but could be
developed in NWFP and in most of the northern areas.

Industrisl development

The level of industrialization of specific areas may be expressed by the
value added created by large-scale industries in those areas, ss percentage of
the total value added created by the large-scale industries in Pakistan. It
shows that:

(a) Karachi alone accounts for about 30 per cent;

(b) The seven largest towns of Sind and Punjab account for over 60 per
cent (Karachi, Lahore, Hyderabad, Faisalabad, Sheikupurs, Rawalpindi and
Islamabed);
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(c) NWFP reaches only some 9 per cent, of which Peshawar accounts for
4.8 per cent and Mardan for 1.9 per cent;

(d) Baluchistan accounts for only 1.9 per cent.

In the sgro-based industrial sub-sector, five sugar mills with four
distilleries, four leather-processing plants and six tobacco factories
constitute the essential part of the large-scale industry in the less-developed
areas, most of them being concentrated in NWFP.

In Baluchistan the only large-scale plamt is a textile factory, which is
reported to suffer from economic difficulties.

Consequently, development projects in the agro-based sub-sector would
find an unprepared ground as most industries - except sugar mills, oil mills,
starch-processing plants and paper mills - csnnot induce a sufficient
infrastructure nor attract other industries.

Favourable conditions for medium- and certain small-scale industries
appuear to exist in the districts of Peshawar, Mardan and Abottabad and in
"border-hopping™ industrial estates (Hattar in Abottabad District, Mirpur and
Bhimber in Kashmir). But even in these areas the existence of a number of
siling or closed-down industries make it highly desirable to conduct a sectoral
survey before launching projects.

B. The Development Finance Institutions

The development objectives are expressed in the current Five-Year Plan and
assigned for implementation to the Development Finance Institutions (DFI) and
other economic agents.

There are 10 DFIs in the public sector. Some of them, such as the
Agriculture Development Bank of Pakistan (ADBP) and the Industrial Development
Bank of Pakistan (IDBP) are also commercial banks. Since the DFIs of Pakistan
receive little financial assistance from the Government, most of them satisfy
their financial needs through deposit saving schemes or by going into
commercial banking.

C. The Regional Development Finance Corporation

Background

The Regional Development Finance Corporation (RDFC) was established in
1985. 1Its capital is held jointly by the National Development Finance
Corporation (NDFC) (50 per cent), the Pakistan Banking Council (40 per cent)
and IDBP (10 per cent). At present PRs 62.5 million are psid up.

The tasks assigned to RDFC are to identify, study snd finsnce commercially
viable projects, and may include participsation in equity. This implies that
RDFC is directly involved in providing the necessary assistance to the client
at sll phases of the project. As a matter of fact, RDFC carries out
feasibility studies, conducts market surveys and performs other tasks which
are usually subcontracted to engineering companies.

Agriculture is the only sector excluded from benefiting from the credit
and services by RDFC, whilst the mining sub-sector is given special attention.
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Like other DFIs, RDFC is not in a position to offer specific incentives
or compensations to boost projects considered as particularly desirable. In
the less-developed areas, all sectors enjoy the same fiscal benefits, i.e.
five years of tax exemption on profits.

A peculiar feature of RDFC is to resort to a mark-up system to compensate
for the non-application of interest rates in Islamic banking. It results in
the purchase of material components of the investment which are resold to the
investor with a profit margin.

The role of RDFC among DFIs engaged in sgro-based projects

As the country's primary sector eccounts for 25 per cent of the gross
domestic product (GDP) and empioys more than 50 per cent of the population, it
offers many opportunities and constitutes the main field for industrialization.
The major part in that process is assigned to RDFC and to ADBP, excluding only
projects in the heavy industry.

ADBP has the advantage of being both, & rurasl development bank and a
specific sgro-based indust-.al DFI. 1Its size and presence in all rural areas
puts it into a favoursble position ir what could sppear as & competition
between two DFIs. In fact, however, RDFC gets some support from ADBP in the
early, information-gathering phases of projects. No real co-operation exists
but could be developed on specific projects.

RDPC is particularly restricted with regard to foreign exchange. As it
has no direct access to foreign lines of credit, the equipment for projects
has to be purchased on the local market. Some exceptions are made in the case
of modernization and reconstruction of existing plants for which clients may
obtain loans in local currency with import licences.

Projects financed by RDFC
Approved loans

Until December 1986, RDFC has approved the following loans:

Million Number of
PRs projects
Less than 2 59
Between 1 and 2 31
Over 10 22

The aversge amount per project is 2.9 million PRs.

Since its establishment, RDFC has granted three loans to the private
sector that are over PRs 12 million: PRs 13.7, PRs 14.2 aad PRs 12.5 million
respectively; and two msjor loans to the public sector, one of PRs 20 milliom,
the other of PRs 15 million.

By the end of 1986 the loans approved amounted to PRs 328 million, of
which 63 per cent .ce in the industrial sector.

The last, and at the same time the first balance of RDFC was negsative,

showing en income of PRs 7,672,200 and expenditures of PRs 10,896,400. This
result may be explained by the fact that RDFC still had to consolidate its

business.




Sectoral distributiou of RDFC's activities

The approved loans of PRs 328 million are repartited as shown in table 4.

Table 4. Number of projects financed, by size of loans

Less than Between Above
Percentage PRs 2 PRs 2 and PRs 10 Total per
Sector of total million 10 million million sector
Agro-based industries 30.2 6 9 8 23
Food processing (25.2) 3 8 7
Leather processing (4.3) - - 1
Wood-working (6.0) 3 1 -
Other industries 32.8 16 10 7 33
Services sector 37.0 33 12 a1 52
Total 100 55 31 22 108

The diversity of sub-sectoral activities is evidonced by the dominance of
a large number of small loans.

Organization of RDFC
On the Board of RDFC are represented:
(a) The Ministry of Finance by one representative;
(b) The regions of assignment by five representatives;
(c) The shareholders by three representatives.

The chairman of NDPC is by virtue of his function chairman of RDFC. The
Mauaging Director is nominated by the Federsl Government.

" The Operational Services are co-ordinated by the Senior Vice-President who
also supervises all other services, i.e. administration and branch offices.

Tha Operational Services consist of three divisions:

(a) The Project Division, excluding mine and mineral projects;
{b) The Mineral and Mining Projects Division;

(c) The Projects Identification and Development Division (PIDD)

and two ancillary services: the Management and Information Sarvice and the
Policy Cell.

Marketing servicss are provided by a self-employed consultant, who has
office facilities at RDFC and is assisted by two RDFC officers.
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Pour regional branches sre planned. Two of them already exist at Peshawar
and at Quetta.

The Corporation employs over 50 persons; 21 officers form the operatiomal
staff.

Activities of the Divisions and branch offices

The Project Division

That Division is in charge of managing the loans (preparation, appraisal,
management). It has also to finalize feasibility studies when promoters cannot
deliver sufficient formal documentstion for project appraisal. It is headed by
a Vice-President, and concentrates an important part of the operational means
in its three Project Cells, operated by nine officers, a Credit Cell (one
officer) and the Engineering Wing (one officer). The Division employs staff
coming from various sub-sectors of the second and the third sectors.

The Credit Cell takes all necessary steps with the Administrative Division
to transform an approved loan into an effective one.

The Engineering Wing is providing services to clients after the losn is
sanctioned and during project implementation.

The Mineral and Mining Projects Division

That Division carried out all the steps of the projects in its field of
assignment, including identification, promotion, appraisal and implementation.
It is headed by an Assistant Vice-President and comprises thrae officers. Its
sectoral specialization permits it to take a direct technical position
(conceptuslization, equipment, organization) in most of the projects, and the
presence of the Division in the sub-sectoral market is quite noticeable.

The Projects Identification and Development Division

Project identification and development is & completely separate activity,
producing services. It should be noted that PIDD is not a profit centre. The
duties of the Division start with identifying projects and end with the
submisgsion of a feasibility report to a client, or with the delivery of a
complete package "project and promoter”. The finslization of the project is
normally carried out by RDFC, but the promoter may decide to have it finalized
through any other bank. For & detailed description of PIDD's functions, see
annex II.

PIDD employs two staff, one junior MBA graduate and the head, sn Assistant
Vice-President. Considering the extent of its assignments, that number of
staff is insufficient, and PIDD has to resort to external assistance in
carrying out specific tasks such as market studies and sub-sectoral engineering
studies.

Recently PIDD was also required to take on the management of the
"Supervized Smsll-Scale Credit”, an activity which is not normally part of the
duties of such a Division. A junior officer is in charge of it.

PIDD has no separate operationsl budget. 1Its activities are essentially
financed by RDFC revenues. However, from among the benefiting provinces, WWIFP
donated some funds to RDFC, and the interests of that grant are used by PIDD
in promoting projects in that province. 1Inspite of this, PIDD remains
insufficiently financed and carries out its duties with very limited mesns.
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Since RDFC is financing both development projects and normal projects
(commercial banking), PIDD can be considered to be its development service,
making the difference between an ordinery bank and a DFI.

Branch offices

Two branch cffices are operating at present. The Peshawar branch which
covers WWPE and is run by two employees, wili be expanded. The office
represents the Institution in the area and provides a link with the
authorities and the promoters. Upon request of the Divisions, it has to
provide all required information on the region and on projects.

The Quetta branch office covers Baluchistan and is managed by one
officer. He deals mainly with mining projects which are the most demanded in
that province. However, o:her studies are carried out on request.

Concluding remarks

RDPC is a young DFI, and therefore still concerned with its own problems
while taking care of the development in the regions of sassignment. But it has
already proven its effectiveness through projects implemented in many sectors.
Regarding the agro-based industrial sub-sector, the means available so far
allow only a slow progress. New options could boost development in this
sub—sector in areas showing a fast-growing primary sector.




- 17 -

II. ACTIVITIES OF THE EXPERT

A. Reasons for revision of the expert's work programme

In carrying out the duties according to his job description (see annex I),
the expert was facing some difficulties and had to adjust his work programme
accordingly. Besides the fact that RDFC is less structured and has fewer means
than it would appear from the project document, which affected the practical
organization of the mission and the expert’s work programme, there were other
factors which had a negative influence on the effectiveness of the mission.

With regard to UNIDO inputs:
(a) The team of experts was not complete, which affected the following:
(i) Settlement of the work programms;

(ii) Organization of proper documentation;

(iii) Discharge of certain genersl or complementary tasks, expected
to be distributed between the experts. Such tasks had to be
limited, but ctemained heavy for the expert who had to survey
regional data, take the first steps for the set-up of a general
documentation and prepare a systematic and comprehensive
sectorai approach;

(b) The non-availability of the COMFAR experts during all the mission
reduced the efficiency of the mission considerably.

With regard to RDFC inputs:

(a) RDFC was not in a position to fulfil the provisions per items G and I
of the project document. More particularly, PIDD has no speciaslist in agro-
and forest-based industries or someone familiar with the "sub-sectoral
culture”. Communication on sub-sectoral matters was therefore difficult;

(b) PIDD has not enough staff to allow the expert to mobilize 30 staff
(then 50 per cent of the total labour force) for training. The Division itself
had only three officers, later two, and finally obtained again one junior
officer.

Aware of these difficulties, RDFC put more emphasis on getting a
technical output, i.e. identified projects, than on training. RDFPC support
was expressed by providing an effective logistic assistance and by submitting

specific problems for advice.
B. Revised wor (JAL 7]
Priority was given to assisting PIDD in creating more efficient conditions

of work, permitting to proceed later to on-the-job training. In this regard,
the expert undertook the following:

(a) Consolidate documentation and data on regions and on the sub-ssctor;

(b) Settle documentation for project identification, preparation and
evaluation (methodological and technical aspects);
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(c) Prepare and conduct ares surveys in the sub-sector;
(d) Assist PIDD in its practical work by:

(i) Providing techno-economic advice on development projects and
documents;

(ii) Analyzing PIDD project documents;

(iii) Making proposals for defining the concept of development
projects;

(iv) Providing & set of studies on project opportunities.

A revised work programme was proposed to the Head Executive on

10 December 1986 (snnex III), and discussed and spproved on 21 December 1986
(annex IV). As can be seen, the expert in his proposal, as well as the Head
Executive in the meeting report, insist on the necessity of solving the

problems in connection with the surveys and with the collection and
organization of information and data.

Circumstances led to concentrate on NWFP, as it was expected to verify
local information for several projects, the problem of data collection being
the limiting factor. Project studies were accordingly restricted to projects

for which sufficient information could be collected. Although several missions
to NWFP brought good results, the quantitative aspects of project inputs
remained imprecise in many respects.

C. Activities carried out

General and regional documentation

Documentsation on the national and regional economic situation was obtained
from UNIDO, the World Bank, the Ministry of Agriculture as well as from federal
and provincial government services.

Sub-sectoral documentation was made available mostly from FAO, UNIDO,
ADBP, the Ministry of Planning (Computer Cell), the Pakistan Agriculture
Research Council, the Pakistan Council of Science and Industrial Research, the
Directorate of National Husbandry, the Poultry Research Institute, the Fruit
and Vegetable Development Board, the Directorate of Industry and other
institutions and services at federal and provincial levels.

The documentation was Janded over to RDFC either as printed mstter or as
internal notes.

Sub-sectoral documentatjon for project identification
In addition to part of the sbove-mentioned documentation, this includes:

(a) Reports of visits to manufacturers (beverage and fruit-processing
plant; Ghee factory at Dargai);

(b) A set of project profiles for fruit-based industries;

(¢) Two feasibility studies (poultry, other birds, fish feed, cattle
feed - straw processing into cattle feed);
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(d) A report on the improvement of date-pela cultivation and date
processing by FAO;

(e) Statistics on fruit exports from Pakistan to other countries for
three years;

(£) A set of UNIDO publications and documents.

Set-up of s central documentation/data base

The existing documentation was surveyed and recommendations made on how
to organize s central documentation, as this was found necessary and urgent.

Preparation of opportunity studies
The expert prepared the following:

(a) MNote on the approach to project identificationm;

(b) Note on the preparation of surveys at the district level (collection
of general data, production, consumption, infrastructure, industries etc.);

(c) Analysis of the conditions of development of new date-processing
plants (concluding that priority should be given to the modernization and
re—-start of existing units; advice to survey the availability of fruit in the
considered regions);

(d) Study on storing potatoes and onions in Pakistan (concluding that
under present conditions it is not viable);

(e) Informal notes on poultry feed and industrial by-products for cattle
feed;

(f) Note on the fruit and vegetable potential of the Manshers Division
for exportation, including a& packing and grading facility (concluding that
this was not feasible given an insufficient production. The field survey was
subseguently cancelled.).

Area surveys

These were restricted to NWFP, as the level of development in that
province provides favourable conditions for implementing small- to
medium-scale projects, large-scale projects being excluded from RDFC
possibilities and assignments.

Three field missions were conducted, the first mainly to Peshawar

District, the second and third through Peshawar, Mardan, Swat and Dir
Districts, and Maslakand Agency.

The main objective was to collect regional data, and then to concentrate
on the fruit, vegetable and meat sub—sectors. As the fruit and vegetable
production was too low, it was decided to extend the survey to oils and fats,
sugar-cane by-products, snimsl by-products from slaughter houses and poultry
feed.




- 20 -

Opportunity studies

Fruit processing

Opportunity studies for fruit-processing industries were abandoned when it
beceme obvious that only a comprehensive survey involving a team of surveyers
would get the necessary data from where they are available, i.e. at fara level.

The government services consulted could only give general and some qualitative
information.

In spite of these deceptive results, no negative conclusion can be drawn
cegarding the opnortunity to develop the fruit and vegetable industry in the
region. The potential seems to be favourable because:

(a) Crops appear to be important;
(b) Their cost at farm level is low;
(c) Productivity can still be considerably improved;

(d) Successive crops of different varieties and species allow a
continuous operation of grading, packing and dispatching units, associated to
the processing units.

It is proposed to carry out a detsiled study in the frame of the project
"Fruit and vegetable post-harvest technology” (DP/PAK/86/030) which should
permit the launching of some small- to medium-scale projects. However, the
existence of bankrupt and shut-down plants in a region as favourable as
Peshawar, leads the expert to advise to carry out extensive sub-sectoral
surveys before promoting new projects.

Sugar mill by-products

The opportunity study concluded that two or three projects could be
developed, provided that the supply of sugar cane to the mills would improve.
The first step would be to increase cane yields to ensure s continuous

operation of the sugar mills. At present, the income is low in spite of high
prices. The projects include:

(a) The production of bagasse particle board;
(b) Holasses and cattle feed from beet-pulp;
(c) Yeast recovery in distilleries.
Cattle feeding
These would be desirable projects in the region, but are not within
RDFC's scope of activities. An association of DFIs would permit to implement
the projects in an integrated scheme.
Poultry feed
A poultry-feed project in Swat is justifiable because of existing
favourable conditions, such as climate, demand, availability of most of the
raw materials and proximity of markets. The underdevelopment of that valley
prompted the expert to recommend to the development suthorities to support

this project and to bring other projects to that sub-region (mining and
engineering industries may find opportunities).
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Rendering plants

The establishment of such plants in Peshawar, Mardan and Swat would be
positive opportunities. Rendering would be limited to blood, as all other
by-products are being sold. Blood is at present being sun-dried. This
traditional method gives a product of very poor quality tor cattle feed, which
cannct be used as a chicken feed as it is often found to be toxiec.

- The Peshawar rendering plant may use conventional technology due to the
quantity of raw material collected. The Swat project should use a "wet
technology”™ to obtain stabilized products. As the shelf life of such products
is limited to three to five weeks according to storage temperature, it should
be marketed in the region or province. The spplication of wet technology,
patented in Czeckoslovaekia, would contribute to the promotion and
implementation of projects. Several projects of these two types are
desirable, as the country suffers from a shortage of animal proteins for
cattle and poultry feed.

Analysis of PIDD project studies
Four detsiled analyses were carried out:
(a) Pre-feasibility studies:

Mini fruit-processing unit;
Cattle-feed plant;

(b) Peasibiliiy studies:

Fruit-juice plant;
Cooking-0il plant.

Assistance to clients
On the request of RDFC, two promoters were directly advised:

(a) Por a project of s can-making plant for carbonated drinks. The
expert advised on technology and equipment;

(b) For a vegetable and fruit dehydration plant. The expert advised on
market demand and size of the project.

Visit to works on site for s project

A mission to Dir was the occasion to visit the implementation of a factory
for aluminium kitchen utensils, as no agro-based project was under
implementation in the region.

The expert found that, in spite of the assistance received, the client was
meeting serious difficulties in implementing the project. Particularly, no
instructions for the installation of the machinery, including storage, were
given, and no supervision of the works was made available. Furthermore, the
machinery delivered was found to be incomplete.

The expert informed RDFC accordingly and suggested that, in order to
reduce the risks, more emphasis be put on this phase of project implementation.
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D. Conclusions

The outputs of the mission, as defined in the jcb description, were only
partly met. The methodological aspects and the progress in the opportunity
studies coanstitute the essential outputs.

On-the-job training could not be carried out as foreseen, i.e. by
establishing project studies in co-operation with the counterpart. The expert
was assigned many studies during the mission, but most of them were outside
the sub-sector to be considered.

As 8 result, his work was oriented towards a direct production of
identified projects and the critical analysis of the actual tasks and methods
used by PIDD and RDFC.

As an externai view on PIDD's operations may be helpful to RDFC, the
following chapter contains a review of PIDD's present approach and some
proposals for improvement. It is believed that PIDD may find some elements
supporting its own analysis which may help to strengthen the Division.
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III. ANALYSIS OF PIDD STUDIES

The objectives of PIDD are defined in annex II, which has been prepared
by the Division itself. PIDD was created “for undertaking promotional efforts
by identifying viable projects and providing consultancy services to the
potential entrepreneurs”.

The reasons for establishing the Division were:
(a) The limitation of business opportunities in the less-developed areas;

(b) The tough competition among DFIs and between DFIs and commercial
banks in the same aress;

(c) The need for cheap consultancy services adapted to small-size
projects in the less-developed areas. »

A. Studies produced by PIDD

Studies are carried out for identified or existing promoters. They belong
to one of the three known levels of elaboration:

(a) Project profiles;
(b) Project pre-feasibility studies;
(c) Project feasibility studies.

From PIDD’s éreation up to now, 120 projects were identified. Many of
them were developed into project studies and are referred to hereafter.

Project profiles

The definition of & "project profile”, as given in annex II, is to some
extent close to the one usually given for an "opportunity study”. The maia
difference lies in the functional aspect of "project profiles” as they remain
general, with no reference to locally identified resources. Their objective
is more promotional or commercial than operational.

So far, 112 project profiles have been established, a very important
number when the means of the Division are considered. They may be
differentiated as follows:

(a) By size: 109 small-scale, 54 medium-scale and 14 large-scale
projects;

(b) By region: 37 are prcposed for NWFP, 43 for Baluchistan and 32 for
Jaowu and Kashamir.

Out of the total, 47 projects belong to the agro-based industrial
sub-sector, of which 17 are in NWFP, 15 in Bsluchistan and 15 in Jammu and
Kashmir. Most of these sub-sectoral projects are repetitive: 14 are proposed
three times, once in each region.

Many of the projects can be developed into opportunity gstudies, provided
that & local survey demonstrates the accuracy of the data.




Pre—feasibility studies

Forty studies are available, of which nine are proposed three times, once
in each of the main provinces of assignment. Nineteen of the studies are
large-scale projects, i.e. for over PRs 10 million.

Details of the agro-based projects are given in table 5.

Table 5. Pre-feasibility studies for agro-bssed projects

Size (in million PRs)
Type of industry Location Small Medium Large

Cattle feed NWFP (Mardan) 37
Spice grinding 3 provinces 1.9

Mini fruit-processing
unit NWFP and Kashmir 2

Vegetable dehydration NWFP 1.5

Firelogs Baluchistan 2.3

The degree of achievement of these studies varies, depending on the
quality of the initial data. Projects such as spice grinding needed a less
detailed local survey than e.g. fruit-processing units.

Feasibility studies

From the 23 studies carried out, 15 were for NWFP, five for Baluchistan
and three for Jammu and Kashmir. The six studies in the agro-based sub-sector
are distributed as follows:

Million PRs
In NWFP:
Flour mill
Mini fruit-processing unit

Vegetable dehydration
Shoes

- oo
. .
NN

In Baluchistan:

Pruit-juice plant 6.5
Flour mill 7.6

In 1987, two feasibility studies were started, one on & jam cottsge
industry in the northern arcas and the other on s date-processing plant in
Dera Ismail Khan.
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Feasibility studies are quite acceptable as far as the financial aspects
are coancarned, while the technical part could still be improved.

Projects implemented

In the agro-industrial sub-sector a shoe-making plant and s small
furniture plant were financed, after participation of PIDD in the promotion of
the projects.

As mentioned before, promoters are free to implement their projects
through RDFC or any other bank or DFI. This has negative consequences for
RDFC:

(a) It leads to underestimate PIDD's promotional efficiency, as
implemented projects may not be attributed to its preparatory work;

(b) It deprives RDFC of financial revenues, as fees for studies are far
from covering their expenses.

B. The quality of PIDD studies

The proposals made in this section aim at the technical aspects of PIDD's
work. Most of them confirm the analysis and conclusions expressed by PIDD in
annex II.

Quality of the studies in relation to the objectives

The pre—investment studies carried out by PIDD cover all the points
usually reviewed in such studies in order to satisfy the promotional,
operational and financial objectives.

(a) Promotional objective — As far as a proposal for investment is
concerned, & description of the project is given with the corresponding
costing. Therefore the promotional objective is met;

(b) Operational objective - Particular attention should be given to the
following points which need to be improved:

(i) Accuracy of data: When actual dats (e.g. evailability of crops
for a project, suitability of such crops for industrial
processing, under- or over-estimation of utilities like water,
energy or maintenance facilities) are found to differ from the
assumptions made, this is likely to have a negative effect on
the rentability of the investment;

(ii) Technologicsal expertise: The latest techmology or sclutions
proven under different conditions may be unsuitable for
developing aress, inappropriste for certain raw matericls or
not advisable for & product intended for a definec market. The
choice of the sppropriate technology should be left to
specialists in the given sub-sector who s'ould have no links
with suppliers of equipment;

(iii) Investment costing, provisional profitarility snd project
appraisal, as the finsncisl calculations need precise inputs;




- 26 -

(¢) Financial objective - The financial studies, as far as the method is
concerned, seem to meet the needs. The use of the COMFAR system will soon
permit to improve the financial optimization of the projects.

In conclusion, the expert believes that efforts for improvement should
concentrate on the technical aspects of the studies.

Impediments

Most of the impediments are knmown to PIDD, as can be seen from snnex II.
According to their nature, three areas can be distinguished in which
difficulties may arise:

(a) The resources available;
(b) The study inputs;
(c) The methodology.
Resources

In snnex II, PIDD mentions the lack of engineering competency and
professional expertise. As a matter of fact, RDFC has no engineering facility
and is aware that its size and the wide range of sub-sectors to be covered, do
not permit an internal sub-sectoral specialization.

In the expert's opinion, most of the difficulties originate from an
unspecialized approach. A revision of PIDD's concept of pre-investment
studies would lead to appreciate the value of the technical approach and to a
strengthening of specialization, resulting in "safer” development projects.

Study inputs

PIDD and the expert concur on the statement that the collection of
information and data is cumbsrsome, expensive, time consuming and, in the end,
unsatisfactory, for the following reasons:

(a) Regional and local dats are difficult to locate. When obtsined,
they are imprecise and not sufficiently detailed;

(b) In the agro-based industrial sub-sector, the number and precision of
the information required appeers to be higher. Agricultural data, such as
crops of s specific variety, with harvesting time, exact location, market
value, seasonal variations, internal consumption etc., are all necessary for
securing a project;

(c) Regional markets for agricultural snd industrial products are very
difficult to quantify and nearly impossible to estimate;

(d) Detailed information on suitable technologies is very difficult to
get. PIDD often resorts to requesting specifications from suppliers of
equipment, who offer their products without giving adequate tecanical
specifications. That way the important steps of s technical study, namely
research on and choice of the most suitable technology and, later, equipment
specification and selection, are by-passed.
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Methodology

In annex II, PIDD states that the officials are facing "problems in
undertaking technical and financial analysis of the projects™. Although this
is true, the expert would like to point out that the problem cannot be
overcome with the knnwledge and experience of a single expert, as too many
fields are involved. Also, training alone is not the solution.

According to the expert's findings, the methodology is known, but is, of
course, at present not implemented nor can it be implemented. The expert
therefore concludes that, in order to permit the implementation of a
methodical approach and to improve the results, the resources should first be

upgraded.

C. Recommendations for an improvement of the studies

The proposals made in this section include those expressed by PIDD
(annex II) with sume additions. While focusing on the agro-based industrial
sub-sector, the erpert makes also some general recommendations which should
have & positive effect on the sub-sectoral approach.

General recommeadations
Functional surveys

As every project meets similar difficulties in getting information on the
regions of assignment, and the sub-sector in question, the expert recommends
to carry out:

(a) Regional surveys to locate the resources, to identify the general
constraints of projects implementation, and to decide on sub-sectoral
development priorities. As regional surveys should interest most DFIs, they
might be implemented within a co-operation agreement;

(b) Sub-sectorsal surveys on specific sub-sectors selected as priorities
on the basis of agricultural resources, economic importance and market demand.
Such surveys could cover:

Fruit, fresh and processed;
Dried fruit, dates;
Vegetal oils and fats;
Meat, including poultry;
Fish and fish proteins;
Starch.

As most of these surveys would be of general interest, they could be
carried out by teams of specialists working in co-operation. Certcin
sectorial studies, such as _: oils and fats, might benefit from international
co~-operation or assistance.

Establishment of a dats base

Given the importance of accurate economic dats for the studies, including
information on geographic, climatic, regional, local snd sectorsl conditions,
s data base should be set up where all relevent information is collected and
continuously up-dated.
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Financing of studies

Since the costs of the studies are high, external funding would seem to
be necessary to ensure the promotion of sound development projects. As the
funding capacity of the development authorities is limited, the possibility of
changing such costs to other parties might be restricted to sub-sectoral
priorities defined by the interested parties, i.e. the federal and provincial

suthorities.

Recommendations ccncerning resources

The application of the COMFAR program, which PIDD will receive under the
present project, should improve the quality of studies and save time.
Furthermore, it will impose the use of proper formats. Formats like the ones

contained in Manual for the Preparation of Industrisl Feasibility Studies 1/
should be introduced without delay. 1In addition, the set-up of an internal

data base should be of considerable assistance to PIDD and RDFC. The existing
management information system could be used as a basis of the internal data
base, headed by s professional documentalist/librarian.

Sub-sectoral activities should be properly planaed, i.e. the tasks listed
and budgetized, which would bring advantages such as:

(a) PFocusing on medium-term objectives;

(b) Involving the officials in the preparation of schedules for the
studies to be carried out;

.¢) Defining the terms of reference for outside consultancies, including
their scheduling, selection and costing.

As stated in annex II (section VII, 1 and 2), contacts should be
established and maintained with:

Suppliers of equipment;

Operating factories in various sub-sectors;
Suppliers of technologies:

Foreign investors.

An efficient implementation of these recommendations would be ensured by
giving them g "frame”, i.e. a format, a schedule and a budget.

Recommendations concerning personnel and internal organization

Regarding the requirements for personnel conducting feasibility studies,
the Manual for the Preparation of Industrial Feasibility Studies 2/ advises:

(a) To use teams of experts;

(b) To select the members of the team with a view to cover the major
substantive fields of the project;

(c) To have the team assisted by short-term experts.

1/ United Nations publication, Sales No. E.78.II.B.5 (ID/206).

2/ Ibid., p. 23.
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In view of the small number of agro-based industrial projects and the
limitation of internal resources, it is proposed to organize a tesm only for
the duration of & specific study, composed of:

(a) A team leader (the project-study leader);
(b) A technical co-ordinator;

(c) Short-teram experts, including a market analyst, a sub-sectoral
specialist, a mechanical engineer and a civil engineer.

BRDFC will soon employ all the listed specialists, with the exception of
the sub-sectoral specialist.

Practical spproach to the projects

Particular attention should be giver to information gathering, to the
estimation of the error content in data, and to checking the completeness of
the studies. The eleboration of an official internal procedure, covering each
step of the studies, would permit to define exact duties and to see to their
:mplementation.

Study documents

An internal procedure for the implementation of studies should delineate
the exact content of the duties. Regarding the agro-based projects, special
care should be given to raw material definition and analysis, to the available
technologies and to their comparative cost, as well as to packing and storage
requirements.

The format of the studies should include a set of forms for each step.

The schedules contained in the Manual for the Prepsration of Industrial
Feasibility Studies would be the best, as they are compatible with COMFAR.

Technical studies (the engineering part) should include flow diagrams and
utility balances. Such diagrams and balances are the most concise way of

depicting industrisl units and facilitate a comparison of technologies in
terms of efficiency and consumption of utilities.

Data collection and adjustment

As far as possible, data and information should be taken directly from
the place of their recording. Dats on agriculture should be takem in their
context (locsl, regional, seasonal, annual). Isolated dats should not be
considered.

The equipment cost should be calculated according to specifications
elaborated by specialists. A comparison of costs must be based on a technical
analysis by the specialists.

The error content of the initial data should be checked in order to be
able to determine the margin of error of a given study.

D. Conclusions

PIDD is doing its best under the present circumstances. FPurther progress
will depend on a strengthening of the Division, which requires proper funding.
The preceding anslysis and proposals are expressed with a view to help RDFC
mobilize the required assistance.
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The recommended measures for improving PIDD's performance should be
viewed as a means to arrive at a safer and more efficient method of project
study, which will not only increase the percentage of studies transformed into
projects, but also result in the establishment of more productive plants, in
their steady operation end in a safe reimbursement of the loans.

Since the sgro-based industrial sub-sector provides many opportunities
for projects in the less-developed areas of Pakistan, any improvement at PIDD
level will bring multiplied benefits to the country.

Finally, as far as the crestion of RDFC was considered necessary for
developing the less-developed areas of the country, the same reason must apply
for endowing PIDD with the proper means to reach its development objectives.
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Apnex I

JOB DESCRIPTION

Expert in agro- and forest-based industries

5 months

July/August 1986

Islamabad

(s) To upgrade RDFC's natiomal capability in project
identification, preparation of opportunity studies
and the preparation and evaluation of
pre-feasibility and industrial feasibility studies;

(b) To make the techno-economic appraisal of
pre-investment studies for national and
international financing;

(¢c) To promote and implement projects in the
less-developed areas of Pakistan.

The expert will undertake the following activities under
the general co-ordination and supervision of the team
leader and the national project director, in his field of
specialization:

(a) Prepare the documentation for project
jdentification, preparation, evalustion, sppraisal,
financing, promotion and implementation;

(b) Assist in the preparation and conduct of on-the-job
training for the national staff of RDFC;

(¢) Make the technical analysis of industrial
opportunity, pre-feasibility and feasibility studies;

(d) Select the most suitable techmology for industrisl
projects;

(e) Advise on procurement procedures and selection of
suitable plant sites;

(£) Compile capital cost estimates (foreign/local);

(g) Assess the required implementation schedules for
construction period, production start-up and
reaching full capacity;

(k) Prepare & project report for the specific areas of
his sssignment.

A grsduated engineer, possibly with post-graduste studies
in economics, finance, or business administration, snd
with seversl years of practicsl experience in elaborating
fessibility studies for various industrial investment
projects. Some background in development financing is
highly desirable.

English
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Annex II a/

PIDD - AN OVERVIEW OF THE DIVISION

PLANNING, IDENTIFICATION AND DEVELCPMENT DIVISION

PART-I

I.INTRODUCTION:

RDFC was incorporated with the objective of promoting industrial
activity in the LDAs of the country. The industrial activity in
these regicns has been hampered due-to multiple factors. The
main reason attributable to the low industrial profile of the
LDAs in comparison to the other regions of the country is that
people are not conversant with the type of economic activity to
be initiated to offset the locational disadvantages of these
regions. Keeping in view the problems encountered by the people
¢f LDAs, RDFC established ar in-house facility to cater to the
requirements of the potential entrepreneurs. Planning, Identi-
fication and Development Division was established in RDFC for
undertaking promotional efforts by identifying viable projects

and p: - *ing cc .- ‘tancy c£:vvicns “~ tl= n-%ent 3 entrepr--eurs.
II. WHY PID?

The impcrtance of PID Division for sustaining the activities
cf RDFC can be justified by looking at the followings :-

1. RDTC's operations are only restricted to the less
developed areas of Pakistan, where business
opportunities are limited because of the following

fac:tors:

(a) Investors are not conversant with the type

c® indu-triel art‘- %y *o be uv-~de-<iker.

a/ This annex is reproduced without formal editing.




2.

a)

b)
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Locational disadvantages like lack of infra-
structural facilities, non-availability of
skilled labour, transportation problems,
distance “rom the port etc. have created
additional problems for the entrepreneurs

which make it cumber-some to identify profitab.e

business opportunities.

Development banking is nc more a sellers market. This

market is now flooded with competitors, each one trying

to attract clients/customers by providing attractive
financial packages. The survival for the fittest
demands that we should provide some extra services to
the clients in order to enhance the business volume
of RDFC.

There are few institutions like PICIC and NDFC, which
nffer more or less similar services to the clients

sut thei: modus operandi is quite dirfferent.

A comparison of the consultancy services offered by NDFC/
PICIC and PID Division of RDFC is appended beiow :-

NDFC and PICIC provide consultancy services and
carry out feasibility studies for very large
projects where as, PID DIvision places more
emphasis on small and medium scale industries
which could be ultimately linked with large
scale projects.

NDFC char~es handsome fee for providing consultanny
serv.ces and undercaking feasibility studies,
whereas RDFC charges a token fee for the preparation
of feasibility studies.




NDFC and PICIC's operations are extendzd all

over the country, therefore, they can not give
full justice to the LDA's. On the other hand PID
Division of RDFC has been created with the aim to
promote industrial investment in the LDA's by
providing consultancy services to the potential
entrepreneurs in developing their ideas into

profitable industrial undertakings.

4. The exigency of the situation was even realized by the
share holders of RDFC and senior government officials,
therefore, a promotional fund was created to support
RDFC's development efforts undertaken by PID Division.

III. BACK GROUND

PID Division came into being in May, 1984 with the induction
of Mirza Amin Beg, as incharge of the Tivisio:.. it that s:tage,
nc: much work was carried out as he was getting acquainted
with the working of RDFC. By the end of July 1984 two fresh
MBA's joined this Division, but again effective working

was not possible because the team of three was busy in
formulating policlies and procedures for undertaking various
developmental activities of the Division. By the end of
August an offieer from Project Division was transferred to
PID to undertake feasibility studies for the present and
prospective clients.

PID also hired the services of an outside consultant namely
Engineers Combine Limited to identify and develop viable
projects tf»or Baluchistan, .."..F.P., Azad “sshmir and Norczt:iz.a
Area. By the end of the year 1984, PID Division was able to
complete the following jobs:
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PROJECTS IDENTIFIED

- Consultants 31
PID 40 .11
Feasibility Studies
Profile Studies

N

In Feb., 1985 certain changes were incorporated in the
organizational structure of RDFC, Mirza Amin Baig was
designated as Co-ordinator of Project, MIS and PID
Division, and Mr. Wasif Mustafa joined as Incharge

PID Division.

IV, PERFORMANCE OF PID DIVISION PROM
IST JANUARY 1985 TO 30TH JUNE 1985

Presently PID Division is mainly involved in the preparation
of project ~rofiles pre-inv:ostment studies and fea:z_bility

reports. The definition of each one of the above activities

is given as follows :-

i) Project Profiles

A profile study gives a'skeleton of the project,
highlighting cost of the project, demand supply gap,
manufacturing process and profitability ratios. This
concise study comprising a few pages, enables the

client in choosing among various investment proposals.

ii) Pre-investment Study

This study is more detailed and presents a clearer
picture of the project. It covers marketing,
technical and financial aspects of the project.
Hence making it easier for a client to make up his
mind regarding a particular pr=iecr.




Feasibility Study

Feasibility study is carried out on the request of the
clients. This is a more comprehensive report, the
project cost is based on exact machinery quotations
ckzained from relevant sources anac the cther parameters
are also covered in detail, since the location of the

project is specified.

In addition to the above, PID performs the following jobs :-.

i)

ii)

iii)

iv)

v)

Identifiea viable projects and tries to locate
investors, which could initiate these projects

as profitable industrial undertakings.

Supervises and monitors the work of branches in
respect of project identification, project
profiles, pre-feasibility studies and feasibility
; eports.

Prepares terms of references for the assignments
to be carried out for PID Division from time to

time, .
Supervises and monitors .the assignments given

to the consultants.

Undertakes market studies of various projects
for PID Division or assigned by Projects Division
of RDFC.

Colle:-ts data from various interra..:..al and

national institutions for project development,




- 37 -

vii) Formulation of proposals for obtaining
professional expertise from the International
- Agencies for providing an impetus to PID's
efforts regarding identification of projects

and preparation of feasibility reports.

viii) Maintains a proper record of NOCs- issued by the
Department of Industries, N.W.F.P., Baluchistan ,

Azad Jammu & Kashmir Governments, to various
investors from time to time.

ix) It provides consultancy services to the clients
by developing their ideas into economically viable
industrial undertakings.

x) Any other task assigned by the Chief Executive
from time to time.

V. FUTURE ACTION PLAN OF PID DIVISION

In addition to the tasks mentioned earlier, PID Division

intends to undertake the following functions :-

1. AREA STUDY

An area study preceeds sectoral study because the
former encompasses the details about geographical
features, demographical pattern, number of units,
their cost, installed and utilized capacities,

raw materials to be used and infra-structural
facilities, etc. of a particular area (for details
see annex. I). This would provide a back ground of
the areas and would assist us in selecting few

projects to carry out industrial/sectoral study.
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Such studies are helpful in the project identification
and hence could be termed as prologue in the develop-

ment of projects.

Sectoral Study

After identifying projects through the regional survey,
the next logical and sequential step would be to carry
out sectoral studies of these projects. This study
amplifies market aspects of the projects by providing
data/information about the number of manufacturing
units in the country, their installed and utilized
capacities, imports and exports, prices and quantities
of the raw materials required, source of raw materials,
by products, wastage, upstream and down stream projects,
demand’ supply gap and uses of the end product etc.
After ascertaining the market potential of a project,

it could be later developed into a feasibility report.

Cont. - : of sec~oral studv are ~iven I~ Annex IZI.

Management of Promotional Fund

.
Promotional Fund is being established under the
directives of the Government of Pakistan to promote
industrial activity in the less developed areas of
the country. The management of this fund would rest
with the PID Division. Proper and separate books of
account will be maintained for this fund and the
fund will be invested in a manner that adeguate
income is generated to meet the annual expenses

c¢f this Division.



IMPEDIMENTS FACED BY PID DIVISION

PID Division faces problems in the procurement of
machinery guotations from the suppliers. The letters
of PID officials are very seldom entertained by the
machinery suppliers. Even if we succeed in the
collection of quotations, they fail to provide us
adequate technical specifications which are pre-
requisite for undertaking a.feasibility study.

Collection of essential data/information for some
projects also encounters difficulties in the timely
provision of the same. Like in the case of Diapers
Project, not even a single unit of this kind existed
in the country and most of the raw materials ‘were

to be imported, therefore, in order to set realistic
assurnotions for the project, it was quite a hectic
and time consuming process to collect technical
details and quotations both for the machinery and
raw materials. ,

PID Division is not well equipped in the engineering
side. It lacks the expertise needed in the develop-
ment of chemical, mechanical and mining projects.

Due to diversified nature of PID's activities and
non-availability of the required data/information
the constant flow of work in the Division is
difficult to ensure.

Due to unnecessary pressure of output, PID officials
set unrealistic deadlines for their projects, which
in actuality are quite difficult to achieve because
of the above mentioned constraints.




VII.
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Some cof the officials of this Division have no
experience of the workings of a development bank,
they face problems in undertaking technical and

financial analysis of the projects.

Non-availability of official transport creates
an impediment in the timely provision of the
data/information.

At times the clients come up with pre-conceived
ideas, which can pot be developed into economically
viable industrial undertaking due to market and
technical constraints. PID Division lacks the
professional expertise required to recommend
appropriate substitute to the client in initiating
a suitable industrial activity.

T-e nature of work entrusted to PID Division demands

a continuous thinking process and a peaceful atmosphere.
However, the place of work is not conduc’ive to such
kind of activity.

REMEDIES

Some local machinery suppliers shdﬁld be contacted for
the timely provision of machinery quotations for various
projects on retainership basis. The cost of procurement
of the guotation both from their principals and other
sources should be reimbursed to them on cost plus or
mark up basis.

In order to streamline the activities of PID Division
and to achieve smooth flow of out put, it is recommended

that the followings may be taken into cognizance :-




(a)

(b)

(c)

(d)

(e)

(£)

(g)
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To review . Import Statistics of Pakistan to
determine the valume and value of the imported
products for ascertaining the economical size

of a project.

To study the existing units going into losses
and analyse the causes of their sickness.

Recommend ways of making them profitable.

To develop upstream and downstream projects

for a particular industry.

To identify projects based on waste and by-
products of existing industries.

To keep track of latest technologies available in-
the developed countries for substituting with

prescnt obsolets _achnologies in use.

To approach the foreign companies of repute for
initiating joint ventures with the local

entrepreneurs.

To maintain liasion with the existing industrial
enterprises by personal visits, which will help
in collecting information for projects being
developed.

Officers, who are fresh in the field of development

banking should be given chance to work in the Projects

S.vision sc th._  can .amiliar.s& .nemselves witnh

aporaisal of projects.

Training programmes should be conducted to develop in

depth awareness in the field of project identification
and develc.:z1t. DE. and PIM ;hould be ::praochszc I-:

designing comprehensive courses for the officials of
PID Division.
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S. For developing practical approach towards the work,
consultants should be engaged so that the officials

assigned with them could gain from their experience.

6. Dead lines should not be the criterion for evaluating
the performance of the officers. Instead more emphasis
should be placed on the quality rather than quantity
of work.

VIII CONTRIBUTION OF PID DIVISION TOWARDS THE ORGANIZATION

PID Division aims at generating revenues for the organi-
zation by providing consultancy services to the clients.
in its efforts to promote investment in LDA's, it iden-
tifies and develops projects for the most suitable
locaticns arnd also strives to locate sponsors having
adegquate knowledge and experience for undertaking

industrial activity.

PID Division in its short period of existence has pro-
vided some -—_.:ful serv_ces both o Project Division aad
Mineral Division of RDFC. Its contribution in the pro-
curement of business for RDFC is given as under:-
PROJECTS DIVISION '

Projects/applications referred to Project Division by
PID Division.

Total no. of Total no. of cases Percentage contri-
applications referred by PID bution of PID Div.
received by Division towards Project
Project Div. Division

204 . 44 22%

Feasibility studies carried out by PID Division for
Tr..'ect Divisic...

Total .ho.of - Total no. of Percentage
projects appraised/ feasibility contribution of
completed by studies completed PID Division
Project Division for Project Div.

41 € 15~
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MINERAL DIVISION

Total number of applications/projects referred to
Mineral Division by PID Divisionz

Total no.of Total no.ofbteasibility Percentage cont-
applications received studies carried out-by ribution of PID
by Mineral Division PID Division for Mineral Division towards
Division. Mineral Division.
31 13 42%

Total number of feasibility studies prepared by
PID Division for Mineral Division.

Tatal no.of Total no.of feasibility Percentage contribution
projects studies carried out of PID Division towards
appraised/ by PID Division for Mineral Division.
completed. Mineral Division.

14 3 21%

In addition to the above, PID Division has undertaken field
éarVéys, mérke* studiesc and profiles ho* for P-zject Div-

ision and Mineral Division.

Besides giving a helping hand to the Projects and Mineral
Division§, PID Division has completed a number of pre-
feasibility studies and porject profiles. The performance
of this Division upto 30th June,b1985, since its inception
is given in Annexes III,IV, v & VI.

The representative of PID Division working at branch offices
have been quite instrumental in obtaining business for the
organization. It is suggested that PID representative should
also be deputed at the LDAs of Sind and Punjab to generate
business for the organization.
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IX FUTURE TARGETS OF PID DIVISION SET AGAINST
- THE PROJECTED PERSONNEL REQUIREMENTS

The details of the present strength of Planning, Identification -
and Development (PID) Division of the head office and branches
are attached in annex-VII.

Previously, PID Division mainly concentrated on the following

functions:-

a) Project identification
b) Project profiles

c) Pre-investment studies
d) Feasibility Studies

In addition to the above PID Division has planned to undertake
the following functions in the future:-

a) Area studies
b) Sectoral studies

FUTURE GUTPUT TARGETS OF PID DIVISION

The future output targasts for the head office and branches

are given below:-

Head 'Office

i Sectoral studies. 4 studies per year

ii Pre-feasibility studies/
feasibility reports 15 studies per year
iii Project profiles. 24 profiles per year

Qggtta Branch

i Area studies 8 studies per year

ii Profiles/market studies 12 profiles per year
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Peshawar Branch

i Area studies ) 4 studies per year
. ii Profiles 8 studies per year

Mirpur Branch

i Area studies 4 studies per year
ii Profiles 8 studies per year

ADDITIONAL PERSONNEL REQUIREMENT ON THE BASIS OF
INCREASED WORK LOAD

In view of the future targets, PID Division requires
services of one chemical engineer in the Head Office.

1- Man-days/hours available in PID Division

The man-days are calculated on the basis of
the foliowinq:

Total number of days in a year = 365

Less: T=sual Le--» = Z5
Privilege leave = 33
Holidays = 111 _159
Actual working days 206

.- smz==

2- Man-hours available in PID Division

A working day constitutes of 8 hours.

Man-hours in a vear

Working hours/day x Actual working :zc. -/annum
3 x 206 = 1,648 hours/annum.

Total number of man days and hours available in
the head office and branches are calculated as
under: -
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Tvoe of Persohnel No. Man-days Man-hours

i- Bead Office

Market analyst 2 206x2 412x8
. =412 =3,296
Technical analyst 1 206x1 206x8
=206 =1,648
Financial analyst 2 206x2 412x8
=412 =3,296
Total number of man- days
and hours in a year 1,030 8,240
ii-Quetta Branch
Geologist 1 206x1 206x8
=206 =1,648
Market analyst 1 206x1 206x8
-~ =206 =1,648
T~t2! number ~< man days - -
a.id aours in a year 41: 3,25¢
iii-Peshawar Branch
Financial analyst 1 206x1 206x8
=206 =1,648
Total number of man days
and hours in a year 206 1,648
iv-Mirpur Branch )
Market analyst 1 206x1 206x8

=206 =1,648
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MAN-DAYS/HOURS REQUIRED IN PID DIVISION

A- Time required to complete a project profile,
- ’ feasibility study, area - study and sectoral

-

study is given below:-

S.No. Nature of Study Man davs Man hours
1- Sectoral study 103 824
2- Area study 34 - 272
3- Feasibility study
i) Market analysis 10 80
ii) Technical analysis 10 80
iii) Financial analysis 10 80
Total ) 30 240
4- Profiles/market studies - 10 80

Time required for achieving the future targets is given
seperately for the head office and branches.

TIME REQUIRED IN THE COMPLETION OF ASSIGNMENTS

Head Office

Assignment/ Man days/hours No. of Total Total man-

Study ) required for the studies man/days Heurs per
completion.of - per annum
one study . annum

Man days Man hours

1) Head Office

i) Sectoral study 103 824 4 412 3296
ii)Feasibility

studies 30 240 15 450 3600
iii)Profiles 10 80 24 240 1920

Total man-days/
hours in a year : 1102 8816
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2- Quetta Branch

i) . Area study 34 272 8 272 2176
ii) Profiles/ -

" market studies 10 80 14 140 ) 112q
Total man-days/ ' 412 3296 ' .
hours in a year ’
3- Peshawar Branch
i) Area study 34 272 4 136 1088
ii) Profiles/ '
market studies 10 80 8 80 640
Total man-days/ 216 1728
hourse in a year
4-_ Miropur Branch
i) Area Study 34 272 4 136 1088
ii) Profiles/market .
studies 10 80 8 80 540
Total man-days
in a year 216 1728

COMPARISON BETWEEN AVAILABLE AND ESTIMATED MAN-DAYS/HOURSOF PID

DIVISION
Available Estimated Surplus/Defici
Man Days Man-hours Man-days Man- */=
hours Man- Man-
days hours
Head Office 1030 8240 , 1102 8816 =72 =576
Quetta Branch 412 3296 412 3296 - -
Peshawar Sranch g 1648 215 1728 -C =80

Mirgur Branch 206 1648 216 17288 -10 =80
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CONCLUSION

Keeping in qiéw the above comparison and the lack of technical
expertise in the field of chemical engineering. It is imperative
that the services of a chemical engineer may be provided to the

PID Division. The induction of a chemical engineer will facilitate

the preparation of feasibility studies, particularly in the field
of chemical engineering.
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Annex III g/

PROPOSED WORK PROGRAMME

Iatrocuction

The first =cnth of assignmens was spent intd :

- Making the contact with RDFC and mcrz scecially
with the PID officers.

- Going through the food relatad files :

- Project profiles
- Prefeasibility studies
- Feasibility studies

- Getting sectorial! ard regional data from National and
foreign organizations, and public service.

- Expressing the first findings to Mr. Chief Executive
incluéing :

1. The tencdency to consider the project as wishable mairly to
the resources and to the products with perhaps
insufficient attention to the final needs and to the
int -~ aition int -he ecoromy cf - untry.

2. Same statement on PID procduced files.

3. Our proposal for promoting a mcre complete approach
to the project, mainly as regard to/+ the market and
the econcmical wishability of the projects-

+ the technical study and appraisal of the projects.

+ the preparation of the future stess of the groject
including the management of their implementation.

4. The conditicns allowing PID officers to improve the
quality and security of the projects by provi_gdirg :

+ mcre sectcrial subsectional knowledge thrcugh the
groger cdocumentaticn and through external cdirecs
information and even local specilized consultancy;

+ due instructions from the Maragement lead:ng the
officers tc coasider that the prciect market and
*echrical ¢é-+-a make ~-~ foundations ~€ all t! ~ other
.eps I & iroject ziL..y and apsrais-.

+ whan substantial progress is cttainad on the atove
coincs, then the training will te mcra effactive ard
even gartly carried ouct.

4/ This ennex is reproduced without formal editing.
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ror concluding :

- Point E.l of the Prcject Coct=enk will take an
imporrtant place in the firs=m s=aps <I the programme.

- Point 2.b 1s proposed tg ba 2r23 crianwad put alsc -
sactorially oriented towards scteciiic wishabla Zields
in order tO :

L. mopilize cata i.: the consiferad Zie

2. give practical examples =3I zhe 3 possitle
acproaches to the projasczs.-
+ resources wise
+ subsector wise
+ product/market wise

starting at the gpvortunizry stucy level anc when
concluded positively will axternZ to the cor-espondin
project feasibility studr.

So the corresponding prograsz=e is oroposed hereafter.-

A. Programme

1. Data collection (already star=ad)

Fields: ~ 1. Subsecjz;izi

- Jams, Jja2..la2s, concactionecy

- Fresh fruir packing - transsort - exger=

- Fruit juizes, tewverages

- Fruit sexi prod#ets (export)

- Fruit semi products (National)

- Poultry Ized arz related itams

- Fcod conservation (Refrigerated storags,
dehvdratiocn}.

Visir to : - PCSIR, MIFA, 232C, NalC

~ Industrialists
- Engineering Cies, Ceontractcrs
- ADBP, anZ sther national cevelopment
organizatisns.
- Dara Base inMinistrv cf Indus=try,
in Minigmry of grisuleure, anz,
1.2 Narional Caza,
Field: - Consumgnizn on zanterns/reavenue
Tield: - Clarily cn =he disrtridutisn net-werk ¢
£ood prséiozzs (mainly orocessed grocduc=s) .

ny

I

(]

—

0.

%
]

Food axscr<s

Jisin: - (undaiinas n~ow. laed assis=ance)
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1.3 Regignal

Tield : N.WH.F.P?. (part of it} - geperal
ce....Gllgit agency - socis-2ccnonic Zazk ground -
fgerzags larger!) -~ leading exzcrT 202 impors
~ exzleizad - _z;izitanle

ties anf zcocnstrains
n

2. Projects

2.1 Subhsector ooportunity study :

Jam and confectionery = towards the indigenization o scme
through-puts = pectin. and other inputs, sugar excepzed.

- Broject study to be implemented accoriing to the rasults
of the oopcrtunity study = (0 to 2 plancs).

2.2 Suks..xor opecriunizv s:t.., (regic-..se) :

Valorization of fresh fruit and vegetables through exzort

of packed refrigerated (with attention =0 new techncgies)

to the Arabic peninsula and Sind from N.W.F.P. (acbcttabard
district)

Project study in Abbottacad according to the results <I the
opoortunity study.

2.3 Regicnal/Productwise ozportunity studv :

On the basis of the lccal constraints, valcrizatl
from the Northern Aresas (mainly apricot).

- for the National markat
- for expor:tation '

21 srtudy When the consrraints can de overcocre,
projecr will be develoced on the following assumpnicn

2
'S

1. Semi nransformaricn on the procduction arsa securing
graserved semi-3r3cducts.

2. valorizarion of the semi product through £inal sracassing
near a chosen consumption cenrer,

exsortarion of semi orodunts or preducti D 32
r marce-
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2.4 2esource based opvortunitv studv :

Pegionwise on By-Prcduchs usable Ior processing ccoulssy
feeds- ’

to the 6rh Y=2ar Develcpmenrt Plan ant to t“2 local damand
for poultrvy ard to other Zactors-

- Prospect the resources, characrzaristics, growth peorenrtial,
present uses and valorization.

- Analyse the subsectorial constraints and conditions of
any related subsectorial project.

- Estimate the cdemand for the proposed pcocduct (s] as well
at the local andéd regional levels.

- Identify the investment oppcrtunities.

- Settle the general features of related projects (technical,

financial, economic aspects).

Project study. A defined project of poultry feed mill
will be studied Lf the results of the resource based opportunit:
study is positive.

2.5 Replacement coportunitv studv and project stucdv :

I ~ic.ucms.a..z2. allew, or if some study concludes a:
negative, the date subsector in Baluchistar could be an
alternative, when agreed upon (as such project may generate
foreign income from exportation).

3. UNIDO Consultant Project Report

B. Schedule
- In December nearlv 50% of time orn data, S0% on studiss.

- Ffrom January onward = 75% projects, 25% data.

C. Practical Organizaticn

- [Cata collection and studies cannot be separated acseoriing e
a clear time-table.
The studies will be starrted nearly all by the same time as the
r2lt.ceion of da.a 2. :nds on v.oriab’ .. duratl: . Zor each ci

-~

The study wnich will be first informed with its data shall te

carried out first, and on so on for next studies.

- Contacts with fcreign organizarion may be directly takan in most
cases. RDFC staff can participate to the meetings in order ro
krow the cortactns and establish continrirv,
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- Contracts and visirt to National Acthcrities Crganizaticns,

factories, clients.. will
mcre particularly by countesrzar:,

chair debriefing.

- Ir carrying out the swuciss, ®a:

work with the Consulranc and se=:l:
: the Consultant's assistanca.

- Travels and visits will be progcsz<

te orzanized by RDFC a=c
“r_, Rtaz Axhtar Raja, =i
will attend the corresgending meetings and participate

-
Fo

~auntzrpars, Mr. Raja will
<ne correspending f._=s

The wOrXs ars2 prssressing.
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Annex IV a/

MINUTES OF MEETING DISCUSSING ADJUSTED WORK PROGRAMME

Date : December 21, 1386
Time : 3.45 P.M.

Venue : Chief Executive office
Represented by : = Chi:f Executive

- S.V.P. (Coordinaticn)

- V.P. (Projects)

- A.V.P. (Minerals)

- Mr. Y. Dunais (UNiDO Consultant)
- Mr. Riaz Akhtar Raja (PID)

Brief of Discussion

The Chief Executive started the discussion on the note "Proposad Working
Programme" presented by Mr. Dunais. He asked Mr. Dunais to start
wor< on any sub sector j,-'scisely., Mr. Dunais pointed cut the difficuity
¢f ga:tting basic cata nec;ssary for studying the projects, despits efforts
to fetch the maximum information from every where. The Chief
Exacutive said, First of all we should identify the sources of infcrmation,
then we should get in touch with those sources. He said, There exists
a planning and cevelepment Call in almest every ministry and we should
as< them to provice the required informaticn, putlicaticns etc, and

foilcw up the latest publications as weil: He said lots of data existsin

8/ This annex is reproduced without formal editing.
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hcuse with the Projects division, Minerals division and with PID, but
there is neither co-ordination ner centralised system for handling such

data. The Chief Executive said that the foilowing should be made
available to Mr. Dunais;

- A list of ali projects apprsised and a list of feasibllities recaivec

by the project Division from clients for appraisal.

- The list of information compiled initially by MIS azcut

pubtications, pericdicais ete.

- The list of all the documents stcred in RCFZ's library.

The Chief Executive expnressed the need fcr the management of
information. A plan should be made to compile the data. Mr. Ahsan
said this could be cone indexing data under various heads. The Chief
Executive advised that a list should be prepared for the sources of data
which should inciuce the numger, name address, type etc, so that fcllow

up rcan be done as and when casired.

FHs said that sources of information also exist at thé™provincial
Govarnment l(evel which could be beneficial for us i.e. develcgment

Beoks, cevelopment statistics etc.

He stressa¢ a link has to_be formed with in the organizaticn among
the divisicns. For this he quotad the example of ''National Fruit Juiczs”
a racently sancticnes project, for which figures were to be chacksd
and verified easily thrcugh the data available in the divisions for similar
prcjects. He emphasisad the filing system in Prcjects division shcuiz be
improved.

tir. Cunzis sai¢ that the Meathodology, project Management skill and
accuracy ot file may be checkad out at the level of impiementatizn cf

- -

the pro,.2t, <o Jhat co-isgending  axg=- :Nce  nowiedge’ > e
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reinjectad into PID, Projects, Minarals etc. The Chief Executive asked

the participants how this feed back could be crganized and obtained.

The Chief Executive asked Mr. Dunais if he has been able to identify
some pessible projects yet. Mr. Dunais replied that without a thorough
of portunity study, projects can not be identified and for this a lot of
information and work is reqguired. The Chief Executive desired Mr.
Dunais to identify some gocd projects and prepare few very good

-feasibility studies for potential customers. Mr. Dunais repiied that he
will try to do his best.

The Chief- Executive advised Mr. Nawab and Mr. Ahsan to visit Mr.
Dunais's office to see his filihng system.

In the iast Mr. Dunais enquired about the office for Mr. Berg ( The
VNP tar > leader) v - ic cGue on 8:. .znuary 1:17. The Chiei
executive asked Mirza Sahib to arrange this and also told Mr. Nawab

to put up the seating arrangements plan proposed by him in a day or

two.

At the end the Chief Executive desired a similar meeting about the
progress in the middle of January, 1987.






