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I. POVERTY AND SOCIAL ANALYSIS AND STRATEGY 

Poverty targeting: general intervention 

A. Links to the National Poverty Reduction and Inclusive Growth Strategy and Country Partnership Strategy  

Pakistan’s Vision 2025 aims at achieving poverty reduction and economic growth through generating employment, 
increasing equitable access to economic opportunities, and expanding the private sector. One of the seven pillars of 
Vision 2025 seeks to promote private sector-led growth through (i) institutional strengthening, (ii) public–private 
partnerships, (iii) privatization of PSEs, (iv) removal of infrastructure bottlenecks, (v) macroeconomic stability,          
(vi) encouragement of investments, and (vii) strengthening of small and medium-sized enterprises.

a
 The Public Sector 

Enterprises Reform Program covers several pillars of Vision 2025. The program is therefore aligned with Vision 2025 
and is also consistent with two of the seven strategic pillars of the second Pakistan Poverty Reduction Strategy 
Paper: (i) macroeconomic stability and real sector growth, and (ii) removal of infrastructure bottlenecks through 
public–private partnerships. The second Pakistan Poverty Reduction Strategy Paper envisions increased GDP 
growth; adequate employment opportunities; improved income distribution; and increased global competitiveness 
through economic liberalization, deregulation, and transparent privatization.

b
 

 
In Pakistan, one of the key reasons for increased fiscal spending is the persistent need to finance rising energy sector 
subsidies and losses incurred by PSEs.

c
 Reduced public sector savings contribute to a lower domestic savings rate, 

resulting in fewer investments to create economic opportunities. Inefficiencies and low productivity in PSEs, 
particularly in the energy and transport sectors, have negatively impacted Pakistan’s real sector growth. An energy 
crisis in the country has led to increased unemployment, particularly in the manufacturing sector. Due to an increase 
in fiscal transfers to PSEs, public spending, particularly in social sectors, has decreased, with public spending on 
education declining from 2.8% of GDP in FY2008 to 2.1% of GDP in FY2012 (lower than the level in the early 1990s), 
and public spending on health declining to 0.7% of GDP in FY2011.

d
 

 
Classified as general intervention, the program will indirectly contribute toward poverty reduction and economic 
growth in Pakistan. With improved corporate governance and better management of PSEs, it is expected that the 
program will increase the government’s fiscal space for improved quality of social services such as health, education, 
and social protection. The program is included in ADB’s country operations business plan, 2016–2018, and is also 
consistent with the country partnership strategy, 2015–2019.

e
 

B. Results from the Poverty and Social Analysis during PPTA or Due Diligence 

1. Key poverty and social issues. In Pakistan, the public sector plays a vital role in providing public services and 

goods to almost all segments of the population, including poor and low-income groups. However, service delivery by 
PSEs is poor, and economically disadvantaged groups are not able to substitute inefficient services provided by PSEs 
with private sector services. For instance, the country is currently facing a severe energy crisis, with load shedding of 
up to 12 hours in urban areas and 18–20 hours in rural areas. The poor and disadvantaged have been especially 
affected, and small and medium-sized enterprises, which employ the most people, cannot afford back-up electricity 
and fuel. The restructuring and reform of PSEs may involve a revision in the tariff structures.  
 
Moreover, fiscal transfers to PSEs impose an extra burden on taxpayers and reduce the government’s capacity to 
spend on social services that are mostly used by poor and low-income groups. The program is expected to indirectly 
contribute to poverty reduction. The proposed policy actions under the program will help initiate key PSE reform 
measures, which will create more fiscal space for public spending on social sectors, particularly health, education, 
and social protection. Moreover, risks related to workforce rationalization will be analyzed and strategies will be 
developed to protect the interests of PSE workers. 
 
2. Beneficiaries. The program will directly benefit domestic, agricultural, industrial, and commercial clients of public 

goods and services provided by PSEs, who will gain from improved quality of service delivery. With reduced fiscal 
costs of PSEs, taxpayers and consumers of public services will indirectly benefit from the program. PSE workers will  
directly benefit from various policy actions proposed under the program designed to safeguard their interests. 
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3. Impact channels. The program will help the government reduce the economic and fiscal costs that Pakistan’s 

PSEs are imposing on consumers, taxpayers, and beneficiaries of public services. The project will maximize the 
benefits that private management and improved corporate governance can bring to PSEs’ economic efficiency and 
financial feasibility. This is expected to improve access to basic services such as electricity. Demand for unskilled and 
semiskilled labor by PSEs being restructured and privatized may decline. The program will address relevant issues 
related to labor in an orderly manner.  
 
4. Other social and poverty issues. Some of the other key social and poverty issues in Pakistan include lack of 

access to basic services, low literacy rates, inadequate social protection programs, unemployment, lack of economic 
opportunities, inequalities in land distribution/ownership, and gender disparities. These are addressed through other 
government initiatives like the Benazir Income Support Program, which is also supported by ADB. Other development 
partners and civil society organizations are also working to address poverty issues in the country. 
 
5. Design features. The program does not have targeted interventions for poverty reduction. However, the program 

will support various policy actions to address issues related to PSE workers and a public communication strategy to 
improve transparency, understanding, and public support for PSE reforms. 

C. Poverty Impact Analysis for Policy-Based Lending 

1. Impact channels of the policy reforms. The program will help reduce fiscal transfers to PSEs through several 

reforms, which will free up public resources for increased development spending on social services such as health 
and education that are mostly used by poor and low-income households. The program will support restructuring of the 
selected PSEs, with the aim of increasing their efficiency and productivity. This will improve the capacity of these 
PSEs in delivering quality services and goods. 

2. Impacts of policy reforms on vulnerable groups. The program does not foresee any impacts of the proposed 

policy actions on vulnerable groups. 

3. Systemic changes expected from policy reforms. The long-term impacts of the program will be more efficient 

PSEs, and privatization of the selected PSEs. This is expected to contribute toward economic growth through the 
creation of increased economic opportunities for all segments of the population. The reforms proposed under the 
program will indirectly (i) contribute toward the reduction of fiscal transfers, and (ii) improve public spending capacity, 
particularly on health, education, and other social services.  

II. PARTICIPATION AND EMPOWERING THE POOR 

1. Participatory approaches and program activities. The main stakeholders of the program will be the 

management and staff of PSEs, regulatory authorities, government ministries, and the general public. The public 
communication strategy developed under the program will improve transparency and understanding of the reform 
program. Given the scope and design of the program, it will be difficult to ensure the participation of the poor. 
However, the program will support consultations with workers and other stakeholders. 
 
2. Civil society organizations. The program will promote dialogue between the government, management of PSEs, 

and civil society organizations. 
 
3. The following forms of civil society organization participation are envisaged during project implementation, rated as 
high (H), medium (M), low (L), or not applicable (NA): 
M    Information gathering and sharing   L Consultation    NA  Collaboration   NA  Partnership 
 
4. Participation plan. Given the scope of the program, no participation plan has been developed. However, the 

program will support engagement of key stakeholders through a comprehensive communication strategy. 

III. GENDER AND DEVELOPMENT 

Gender mainstreaming category: no gender elements 

A. A. Key issues. Privatization and restructuring of PSEs impact men and women differently. In Pakistan, women with 

lower levels of education and skills are mostly found in low-paying jobs; these women are highly susceptible to the 
risks of workforce rationalization during the privatization or restructuring of PSEs. However, the restructuring or 
privatization of PSEs in the longer run will open up new opportunities for women with relevant skills. Women are also 
poorly represented at the management level in both government bodies and PSEs. 

B. Key actions. Classified as having no gender elements, the program has no significant gender impacts or direct 

benefits. However, mitigation measures will safeguard the interest of women workers by offering training in alternative 
skills, if necessary. Policy measures will also support gender inclusiveness through enhanced women’s representation 
in senior management positions and on PSE boards. 

 Gender action plan   Other actions or measures   No action or measure 
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IV. ADDRESSING SOCIAL SAFEGUARD ISSUES 

A. Involuntary Resettlement Safeguard Category:  A     B      C      FI 
1. Key impacts. There will be no land acquisition or involuntary resettlement impacts. 
2. Strategy to address the impacts. Not applicable. 
3. Plan or other Actions. 

  Resettlement plan 
  Resettlement framework

 

  Environmental and social management 
system arrangement 

  No action 

  Combined resettlement and indigenous peoples plan 
  Combined resettlement framework and indigenous peoples 

planning framework 
  Social impact matrix

 

B. Indigenous Peoples Safeguard Category:  A     B      C      FI 

1. Key impacts. No impacts on indigenous people. 

Is broad community support triggered?     Yes                     No 

2. Strategy to address the impacts. Not applicable. 

3. Plan or other actions. 

   Indigenous peoples plan 
   Indigenous peoples planning framework  
   Environmental and social management system 

arrangement
 

   Social impact matrix 
   No action      

   Combined resettlement plan and indigenous 
peoples plan 

   Combined resettlement framework and indigenous 
peoples planning framework 

   Indigenous peoples plan elements integrated in 
project with a summary 

V. ADDRESSING OTHER SOCIAL RISKS 

A. Risks in the Labor Market  

1. Relevance of the program for the country’s or region’s or sector’s labor market, indicated as high (H), medium (M), 
and low or not significant (L). 
L  unemployment   L  underemployment   M  retrenchment   L  core labor standards 

2. Labor market impact. The program does not support retrenchment directly but PSE reforms will cause some 

rationalization of the PSE workforce in the medium to long-run. The program will support developing strategies to 
address labor issues including alternative skills training for the affected workers. The program also proposes policy 
action to promote orderly workforce rationalization, if necessary. The program envisages a comprehensive 
communication plan to address the concerns of PSEs employees and the general public. 

B. Affordability. The program will have a limited direct effect on affordability. Restructuring and privatization of PSEs 

might lead to the adjustment of tariffs and fees. The expected efficiency gains from restructuring will also create 
space for lower prices and an improved quality of goods and services in the long term.  

C. Communicable Diseases and Other Social Risks  

1. The impact of the following risks are rated as high (H), medium (M), low (L), or not applicable (NA):  
Communicable diseases (NA) Human trafficking (NA)  
   Others (please specify) ______________ 

2. Risks to people in project area. Not applicable. 

VI. MONITORING AND EVALUATION 

1. Targets and indicators. Given the scope and design of the program, there are no specific indicators targeting the 

poor. However, targets for developing strategies to address labor-related issues as well as a communication strategy 
are included in the design and monitoring framework.  
2. Required human resources. Since the modality of financing is policy-based lending, monitoring and evaluation 

will be carried out by ADB staff only. 
3. Information in the project administration manual. Not applicable. 
4. Monitoring tools. No program-specific monitoring tools will be administered. However, compliance with the policy 
matrix will serve as a performance-measuring tool. 

ADB = Asian Development Bank, GDP = gross domestic product, PPTA = project preparatory technical assistance, 
PSE = public sector enterprise. 
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