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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 Energy Sector Reforms and Financial Sustainability Program aims to address current fiscal, governance, 
technical, and policy deficits in Pakistan’s energy sector. The Government of Pakistan’s Poverty Reduction Strategy 
Paper-II is built on nine pillars: (i) macroeconomic stability and real sector growth, (ii) protecting the poor and the 
vulnerable, (iii) increasing productivity and value addition in agriculture, (iv) an integrated energy development program, 
(v) making industry internationally competitive, (vi) human development for the 21st century, (vii) removing infrastructure 
bottlenecks through public–private partnerships, (viii) capital and finance for development, and (ix) governance for a just 
and fair system. The program directly supports pillars (iv) and (ix) and indirectly supports pillars (i) and (v), while being 
proactive and vigilant in the application of pillar (ii) through social due diligence, public communication, application of 
lifeline tariffs, and cross-subsidies for vulnerable people. Ensuring energy security and efficiency is among the 
government’s top priorities in tackling the current energy crisis and enabling sufficient supply of energy for domestic as 
well as commercial use.  
The program aligns itself with ADB’s Strategy 2030 and (i) provides value through finance, knowledge, and partnerships; 
(ii) is guided by the core principle of a country-focused approach and delivering integrated solutions; and (iii) reinforces 
the operational priority of strengthening governance and institutional capacity. The program will also contribute to the 
three pillars of ADB’s poverty reduction strategy—pro-poor sustainable economic growth and good governance—and 
two of the five thematic priorities—capacity development, and private sector development. The program is consistent 
with ADB’s current CPS, 2015–2019 for Pakistan, and the CPS, 2020–2024 under preparation, and is included in the 
country operations business plan.1 The program directly addresses two focal areas in the CPS results framework. First, 
sustained growth and poverty reduction through reforms and investments in energy and infrastructure, where key 
constraints include institutional and regulatory bottlenecks in effective management, and CPS outcomes include 
improved quality of service of utilities and enhanced access to electricity. Second, reforms to strengthen governance, 
where key constraints include distortions in the agriculture and energy markets, and CPS outcomes include increased 
market-based adjustment to reduce the distortions in the energy market.  
The program is expected to result in improved sector performance; facilitate private sector participation; protect lifeline 
consumers from tariff impacts; and strengthen quality and reliable delivery of services to commercial, residential, and 
agricultural customers in Pakistan. Long chronic and unscheduled load shedding in rural areas has severe impacts on 
the country’s employment, productivity, trade, and export competitiveness. The manufacturing sector has been hit.  

B. Results from the Poverty and Social Analysis during Due Diligence   
1. Key poverty and social issues. An estimated 24.3% of the population of Pakistan lives below the poverty line; 
around 3.9% of the population are still at $1.9 purchasing power parity per day.2 Compared to urban areas, rural poverty 
is high, accounting for 80% of poor individuals.3 The current budget deficit, deteriorating current account deficit, and 
increased fuel prices have further exacerbated the vulnerabilities of poor segments of the population. Pakistan’s energy 
sector has multiple structural weaknesses and insufficiencies in power access. In 2014, the supply–demand gap peaked 
at 7,000 megawatts and led to 12–16 hours of load shedding per day. According to the World Bank, Pakistan’s power 
subsector inefficiencies cost the economy $18.0 billion (6.5% of gross domestic product) in 2015 and constrain the 
country’s growth.4 Sustained growth is critical for job creation and poverty reduction, which remains a key challenge for 
the country. The growth target has been substantially reduced from 5.2% in FY2018 to 3.9% in 2019.5 The current 
energy crisis in the country has adversely affected export growth, further squeezing the limited employment opportunities 
in formal labor markets for both men and women. An estimated 500,000 people have become unemployed or 
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underemployed mainly because of a lack of electricity, and the unreliable power supply is an impediment to private 
sector investment and the development of SMEs. 
2. Beneficiaries. The program is expected to improve the quality and reliability of power supply while benefiting 
commercial, domestic, urban, and rural consumers. The program will have indirect benefits for the general public, 
including poor segments of the population, by increasing job opportunities and thus improving the well-being of all, 
reducing indirect taxes, lowering costs, and increasing outreach and access of energy services to remote districts. 
3. Impact channels. The program will have the following impact channels: (i) with improved and reliable power supply, 
the program will indirectly benefit SMEs, which employ more than 70% of the country’s work force; (ii) more reliable 
power supply will reduce time poverty for women and increase their ability to engage in productive and paid work; 
(iii) around 40% of the rural population is landless and is mainly associated with the agriculture sector, and so improved 
power generation will positively impact wage rates, the growth of agribusiness, and agro-industrial development, hence 
the program will significantly contribute to rural poverty reduction. 
4. Other social and poverty issues. The Government of Pakistan recently announced the Ehsaas Program as a 
holistic social protection program to reach out to the poorest of the poor and marginalized communities. Measures 
include easy access to credit, a livelihood skills development program, nutrition, health insurance, and a labor welfare 
program for informal workers. ADB is also supporting the country’s largest social safety net program, the Benazir Income 
Support Program, which has outreach to about 5.4 million poor households.6 
5. Design features. Policy reforms will reduce generation cost through low-carbon solutions, and lower system losses. 
Encouraging private sector participation in hydrocarbons exploration will increase job opportunities. Further, expanded 
energy access by developing a 5-year rural and off-grid electrification plan for underdeveloped districts to reduce time 
poverty of rural women—who comprise more than 50% of the workforce—will allow longer hours for study and skills 
training programs and improved quality of life. 
C. Poverty Impact Analysis for Policy-Based Lending. The program will address sector inefficiencies, strengthen 
sector governance, and eliminate quasi-fiscal losses. Reducing circular debt in the energy sector will improve sector 
liquidity, protect funds for infrastructure expansion, finance technological improvements, phase out subsidies, and 
reduce consumer tariffs. Reducing transmission and distributions losses, introducing automatic adjustment mechanisms 
for tariff determination and notification, and an optimum fuel mix and market-oriented commercial system will lower 
costs and ease the burden on customers. On the downside, implementing cost-reflective tariffs will require continued 
insulation of lifeline consumers through subsidies, the autonomy of sector entities will challenge government intervention 
and control, and unskilled workers will lose jobs. However, the improved fiscal capacity through budgetary support and 
incentives in the service structure will help the government to mitigate the negative impacts of reforms. The program 
will help the government to increase the access of marginalized and excluded segments of the population to reliable 
electricity while developing a 5-year rural and off-grid electrification plan for remote areas. Policy reforms under the 
program will encourage sustained and reliable exploration in the hydrocarbon subsector (oil and gas), increasing direct 
and indirect job opportunities for skilled, semiskilled, and unskilled workers in the energy sector.   

II. PARTICIPATION AND EMPOWERING THE POOR 
1.Participatory approaches and project activities. Key stakeholders of the program include public sector power 
companies, regulatory authorities, ministries, independent power producers, fuel exploration companies, and urban and 
rural commercial and domestic consumers. These will be included in the consultations undertaken in reform process. 
2. If civil society has a specific role in the project, summarize the actions taken to ensure their participation. 
Given the scope and nature of the program, there is no specific role envisaged for CSOs. 
3. Explain how the project ensures adequate participation of CSOs in project implementation. CSOs relevant to 
social impact and development will have a limited role in the program during implementation. If any 
CSOs express interest in being involved, the program will ensure that information flows are fully transparent and will 
seek their advice as appropriate. 
4. 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): 
Information gathering and sharing (M) Consultation (M), collaboration and partnership (L)  
5. Participation plan.   Yes.  No. There is no separate participation plan developed. 

III. GENDER AND DEVELOPMENT 

Gender mainstreaming category: some gender elements 
A. Key issues. Pakistan’s female labor force participation rate is among the lowest in the world and even in the South 
Asia region, with only 24.6% of women having access to formal labor markets.7 Employment for women is mostly in the 
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informal economy, estimated to be around 72.6% of the economy.8 This trend has further declined in the energy sector. 
According to a baseline study in 2018 conducted by the Women in Energy Network of Pakistan, of the total staff of nine 
power utilities (both public and private and including distribution, transmission, and generation segments), women make 
only about 4%. Women’s lack of access to formal labor markets, low literacy levels, lack of technical knowledge, limited 
mobility, limited participation in decision-making processes, and lack of landownership and assets make them more 
vulnerable to economic shocks. Available, affordable, and sustainable energy supply can be of great benefit to women 
and girls, e.g., by reducing their labor required to obtain and use other fuels, enabling them to access income-generating 
opportunities, allowing longer hours for study and participating in vocational and skill training programs, and generally 
improving their health and quality of life.  
B. Key actions. Classified as having some gender elements, the program has three key gender policy actions, which 
are proposed to increase women’s access to energy and employment opportunities in the energy sector: The 
government will approve (i) a 5-year rural and off-grid electrification plan along with simplification of the procedure for 
promoting a net metering regime; (ii) a plan to restructure and increase women's recruitment in the energy sector 
including in power utility companies and distribution, transmission, and generation companies; and (iii) inclusion of at 
least one woman on the boards of energy sector entities, as per the revised Companies Act 2017.  

 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 
1. Key impacts. No adverse impacts on environment, involuntary resettlement, and indigenous peoples are expected.  
2. Strategy to address the impacts.  
3. Plan or other actions. 

 Resettlement plan  Resettlement framework  No action 

B. Indigenous Peoples Safeguard Category:  A  B   C   FI 
1. Key impacts. No impact on IPs expected from the project. 
Is broad community support triggered?  Yes      No 
2. Strategy to address the impacts.  
3. Plan or other actions. 

 Indigenous peoples plan  Indigenous peoples planning framework  No action   
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). 

 unemployment (L)  underemployment (L)  retrenchment (L)  core labor standards (L) 
2. Labor market impact. The proposed policy reforms offered by the program will help the country to attain sustained 
growth which is critical for job creation and poverty reduction. More reliable power supply will contribute to the country’s 
export growth and market competitiveness, which will create more jobs in the formal labor market. The program is 
expected to maximize the capacity of SMEs to operate with greater certainty for more hours per day, which will lead to 
an increase in productivity. 

B. Affordability  
Not applicable 

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: NA   Others (please specify) ______ 
2. Risks to people in project area: Not Applicable 

VI. MONITORING AND EVALUATION 
1. Targets and indicators. Classified as general intervention, the program will indirectly contribute to poverty reduction 
and economic growth. However, a pro-poor policy action included in the design and monitoring framework is policy 
requiring at least one female board member in public sector enterprises, including DISCOs; and shortlisted candidates 
for four DISCOs based on a competitive process implemented. 
2. Required human resources. Limited human resources are required. 
3. Information in program implementation document. There are no direct social monitoring and evaluation provisions 
in the technical memorandum.  
4. Monitoring tools. There are no monitoring tools for poverty and social dimensions in the loan agreement. 
 


