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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  

The proposed program aims to improve the competitiveness of Pakistan’s export industries and increase the value 
of exports, thereby reducing the current account deficit, augmenting foreign exchange reserves, and enhancing 
macroeconomic stability. The program is aligned with Vision 2025,a which seeks to achieve rapid sustainable growth 
by enabling competitiveness, and gain economic benefits from trade, regional opportunities, and institutional 
strengthening. It is also consistent with two of the pillars of the second Pakistan Poverty Reduction Strategy Paper: 
(i) enabling macroeconomic stability and real sector growth, and (ii) making industry internationally competitive.b The 
strategy paper envisions increased gross domestic product (GDP) growth; adequate employment opportunities; 
better income distribution; and greater global competitiveness through economic and trade liberalization, 
deregulation, upgrade of the country’s technological capacity, and a sharper focus on skills development.  
 
Pakistan has experienced stable and increasing economic growth, with average GDP growth of 4.1% per annum 
during 2010–2017, which has led to an increase in gross national income per capita from $1,080 to $1,580. An 
increase in the Gini index from 29.8 in 2010 to 30.7 in 2013 suggests a marginal increase in inequality.c The program 
is included in the country operations business plan, 2018–2020 of the Asian Development Bank (ADB) for Pakistan. 
This program is also aligned with Pakistan’s future country partnership strategy, currently under preparation, which 
will emphasize the government’s objective of higher, inclusive, and sustained growth to create productive 
employment and reduce poverty by improving connectivity, productivity, and access to markets and public services. 

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

1. Key poverty and social issues. The percentage of Pakistan’s population living in poverty increased from 1999 
to 2002 but declined through 2011, with faster rates of decline in the urban population. The Pakistan panel household 
survey provides estimates of total (20.7%), urban (16.6%), and rural (22.4%) poverty incidence in 2010. Pakistan’s 
total value of exports and the complexity of its export products have lagged those of neighboring and competitor 
countries (Report and Recommendation of the President, main text, para. 7), and the stagnating export sector has 
constrained opportunities for the population to gain from good jobs. An increase in employment opportunities and 
rising labor productivity are crucial for sustained poverty reduction. Recent labor market trends indicate that 
Pakistan’s labor productivity (output per worker) in nonagricultural sectors declined by 1.6% during FY2006–FY2011, 
while employment increased by 7.6% (footnote d). This suggests an increase in the number of working poor and 
highlights the need to create higher-quality jobs. 
 

2. Beneficiaries. The program beneficiaries will be micro, small, and medium-sized enterprises (MSMEs), 
entrepreneurs, and employees working in export industries, particularly the manufacture of export products such as 
textiles, clothing, and leather. Greater competitiveness of export industries will help increase incomes and 
employment.  
 

3. Impact channels. The living situation of the poor and informally employed is expected to improve with the 
program by developing export industries’ competitiveness and output value, thereby enabling better opportunities 
for low-income households to raise their income and enter sustainable formal employment. 
 

4. Other social and poverty issues. Other social 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 and/or ownership, and gender disparities. These are addressed through other government initiatives 
and social protection programs such as the Benazir Income Support Program, which is also supported by ADB.d 
Other development partners and civil society organizations are also working to solve poverty issues in the country. 
 

5. Design features. MSMEs, which account for much of the country’s employment, are hardest hit by the high 
domestic taxes and import tariffs. The high cost of doing business is creating a disincentive to greater investment 
and job creation. The policy-based loan will support (i) reforms to rationalize tariffs and taxes to improve the country’s 
competitiveness and exports, and (ii) better services to exporters to facilitate trade. The textile and garment 
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industries, which produce Pakistan’s main export products, are labor-intensive and have the potential to generate 
significant employment and economic growth. These industries consist of many small and medium-sized enterprises 
(SME) alongside a few large textile firms that sell yarn and raw fabric, as well as large retailers that buy the finished 
products. Garment manufacturing also requires skilled labor, and many workers receive training on the job. 

C. Poverty Impact Analysis for Policy-Based Lending 

1. Impact channels of the policy reforms. The policy reforms will work through two channels: (i) Pakistan’s 
traditional export items will become more price competitive in international markets and (ii) trade infrastructure will 
become more conducive to higher exports and diversification of exportable products. This will result in more 
employment opportunities for workers, as well as individual entrepreneurs in the export industry, as the sector grows. 
2. Impacts of policy reforms on vulnerable groups. The policy reforms will support an increase in employment 
opportunities for low-income families.  
3. Systemic changes expected from policy reforms. The policy reforms are expected to shift the export industry 
from a stagnant onto a positive growth path. This will bring long-term benefits for poverty reduction and inclusive 
growth through long-term employment opportunities for low-income households and inclusion of household 
enterprises in the export industry. 

II. PARTICIPATION AND EMPOWERING THE POOR 

1. Participatory approaches and project activities. The stakeholders of the program will be exporters, regulatory 
authorities, government ministries, and the public. The program will ensure the participation of women’s business 
associations in consultations on key issues that need rectifying.   
2. Civil society organizations. Organizations such as the Women’s Chamber of Commerce and Industry were 
consulted to ensure that issues faced by women entrepreneurs are adequately addressed by the program. 
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    M Consultation     L Collaboration    NA Partnership 

4. Participation plan. Given the scope of the program, no participation plan was developed. However, the program 
will support the engagement of key stakeholders for information gathering and sharing, and for consultation, including 
individual entrepreneurs, SMEs, and women’s groups. 

III. GENDER AND DEVELOPMENT 
Gender mainstreaming category: some gender elements  

A. Key issues. The female labor force participation in Pakistan has improved lately but remains low. In 2014, 24.4% 
of women were in paid employment compared with 43.0% of men, and Pakistan comes second-last in the global 
gender gap index (141st out of 142 countries). Most women are employed in agriculture (87% of agriculture workers 
in 2013), and the share of women employed in the industrial sector increased from 11% in 1995 to 15% in 2005 
(during Pakistan’s period of rapid economic growth) but declined to 11% by 2011.e Research shows that women 
entrepreneurs lack access to basic banking services needed to grow their businesses. Moreover, this problem is 
more acute when women entrepreneurs apply for trade finance for exports—data shows that firms owned by women 
are more likely to be rejected.f For Pakistan, the mean financial inclusion index for men (18%) is twice as high as for 
women (9%), while the same index for peer countries is about 30%.g Women exporters tend to be concentrated in 
the manufacture of textiles and jewelry products, and have difficulty obtaining internationally recognized certification 
for their products, which hinders potential export growth. The productivity of women-owned and -managed 
enterprises is also constrained by access to finance.h Pakistan has the lowest rate of women’s entrepreneurship in 
the world—only 1% of women are entrepreneurs, compared with 21% of men. Less than 12% of firms have female 
participation in ownership, compared with more than 18% in South Asia and 34% globally.i 

B. Key actions. Program policy measures will support gender inclusiveness by boosting women’s opportunities in 
the export industry, including better trade facilitation and easier access to finance for women exporters. Facilitation 
of internationally recognized certification for gems and jewelry exports by women entrepreneurs under the program 
will have a far-reaching impact on women exporters. The program will ensure amendments to one of the existing 
State Bank of Pakistan finance schemes for women entrepreneurs, including expanding the scope of the scheme to 
increase access to trade finance for women. The program will also facilitate the representation of women on the 
board of directors of the Pakistan National Accreditation Council.  
   Gender action plan       Other actions or measures      No action or measure 

IV. ADDRESSING SOCIAL SAFEGUARD ISSUES 

A. Involuntary Resettlement  Safeguard Category:  A     B      C      FI 
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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 project 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  L retrenchment   L core labor standards 
2. Labor market impact. The effect of the program reforms is an increase in exports and greater export 
competitiveness, which is expected to have a positive impact on employment.    

B. Affordability  
Affordability is expected to improve thanks to the program reforms, for example through lower electricity fees for 
consumers, and lower tariffs and taxes. 

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):  

 NA  Communicable diseases    NA Human trafficking    
   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, it has no specific performance indicators 
targeting the poor. However, indicators for providing product certification services and access to finance for women 
entrepreneurs are included in the design and monitoring framework, which will focus on the concerns and issues of 
women export producers, including low-income and vulnerable groups.  
2. Required human resources. Given the policy-based lending modality, monitoring and evaluation will be carried 
out by ADB staff.  
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 and achievement of the design and monitoring framework’s performance indicators will serve as a 
performance-measuring tool.  
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g International Monetary Fund. 2017. Pakistan: Selected Issues. Washington, DC. 
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