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It gives me great pleasure to say that the
year ending June 2006 has seen the PPAF
continue to grow as an outstanding
institution. This is because of the
professional corporate culture which has
evolved and which has been the hallmark
of PPAF operations.

Disbursements reached an inspiring Rs.16
billion of which microcredit was the largest
component. Starting from a modest base
of six Partners in the year 2000, when the
overall number of borrowers in the sector
was only 50,000, the PPAF has developed
an infrastructure of 38 partners in
microcredit with 943,370 borrowers.
Repayment from the Partner Organizations
remain 100 percent.

Similarly, there has been an exponential
growth in the number of community
phys ica l  inf rast ructure  schemes.
Disbursements have increased by 54 percent
when compared to last year, and the
number of projects undertaken now exceeds
11,350. Most of the projects have been
executed in the poorest and remotest areas
of the country.

Human Resource Development is one of
the most important activities of the PPAF.

Investment is continuously made in
developing the human resource base of
the PPAF, the partner organizations and
their communities.  There is a strong
realization that without adequate
competencies part icular ly  at the
management level, the long term growth
and expansion of the program would be
significantly compromised.

The institutionalization of the decision-
making process, implementation of good
corporate governance practices, and
transparency have been ensured by the
independent Board of Directors. It is my
privilege to appreciate the outstanding
contributions made by the Directors, and
also the unstinting support of General Body,
in the realization of these fundamental
elements of the organization.

The competency and motivation of the
management team of the PPAF to translate
policy into action and to creatively develop
acceptable solutions to difficult problems
deserves recognition and commendation.
 With the increase in the activities of the
PPAF, the management team possesses the
necessary skills and capabilities to succeed
in these new challenges.

Chairman’s Message
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The encouragement and financial assistance
that has been provided by the international,
bilateral and private sector donors in this
phase of the institution’s growth has been
critical.  They have facilitated the creation
of the foundation for sustainable operations.

Success brings with it opportunities and
challenges.  The harnessing of these in a
holistic and timely manner is critical to the
continuity and sustainability of the support
vital to the alleviation of poverty. It is
important to constantly remind ourselves
that the focus of our endeavors is to provide
opportunities and support for the less
privileged to lift themselves out of poverty
while reinforcing their dignity and self respect.

The Government of Pakistan’s outstanding
support, assistance and ownership of the
PPAF is gratefully acknowledged. Without
the Government’s recognition that the PPAF
is the private sector executing arm of its
Poverty Alleviation Strategy, the PPAF would
not be able to make a significant
contribution to reduction in poverty.  The
Government’s continued facilitation is
paramount to the success of the efforts of
the PPAF in fulfilling its responsibilities to
the vulnerable people and communities of
the country.

Hussain Dawood
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This is the sixth year of PPAF operations,
and it is gratifying to see that many of the
dreams and expectations have been in large
measure realized, and strong foundations
have been laid to meet the challenges of
the future.

One of the most significant contributions
in my view has been the accomplishment
of raising the standards of civil society
organizations to new levels of social
responsibility and economic discipline. Both
of these are essential ingredients for
sustainable development.

The relevantly small outreach of civil society
organizations has now been extended to
108 districts of the country. In terms of
physical space they are now present in
23,000 villages of Pakistan. In terms of
numbers there are now over 60,000
community organizations working jointly
with them in the war against poverty.

If ever proof was required of the strength
and value of community driven projects,
the Pakistan Poverty Alleviation Fund and
its partner organizations are a living
testimony of the success of this socio-

economic model. A model that places
people in the center of development rather
than development in the center of people.

The Government of Pakistan continues to
be the strongest supporter of the fund,
and this is only natural since as sponsor of
the institution it has played a major role in
facilitating the progress and success of the
PPAF. I take this opportunity to thank the
honorable prime minister and his team
personally for their kind assistance and
valuable guidance.

Similarly, I am grateful for the confidence
that multi-lateral, bilateral, and more
recently private sector development partners
have shown in our ability to deliver
effectively and transparently at grassroots
levels. Their continued unwavering support
has been crucial in establishing the PPAF
as a world class institution.

Our close relationship with our partner
organizations and the open nature
of equal discourse has been extremely useful
in creating a climate of learning and mutual
trust. We hope to continue this openness and
two-way communication in the years ahead.

Chief Executive’s Statement



PPAF — Annual Report 2006 5

We are fortunate to have a General Body
that is well-versed in the concept and
attributes of social mobilization and whose
inputs have added great value to our efforts.
The personal interest of the Chairperson
and the Board of Directors has been a
major factor in introducing best corporate
practices in the institution, and in creating
a climate of shared responsibilities and
ownership.

The strongest impetus to work however
comes from the fact that every step we
take could literally be a matter of life and
death for vulnerable people struggling in
a hostile environment for survival.

We care, and will continue to do so.

Kamal Hyat
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Overview

The Pakistan Poverty Alleviation Fund (PPAF)
envisions community empowerment
through poverty focused development
initiatives and interventions at the grass
roots level. As an apex institution, PPAF
operates through Partner Organizations
(POs) with the aim of strengthening their
institutional capacities and expanding their
outreach. In this way, it plays a pivotal
intermediary role between donors and
communities that ensures transparency,
efficiency and sustainability.

In six years of its operations, PPAF has
disbursed over Rs. 16 billion to communities
spread across 108 districts of Pakistan.
During this period, PPAF has been successful
in maintaining organizational transparency
through rigorous internal and external
mechanisms. This has been complemented
by prudent management and quality
maintenance of an expanding portfolio.

While poverty alleviation strategies based
on microcredit delivery at the grassroots
level remains the largest operating window
of PPAF, its collaborative efforts in realizing
community infrastructure projects and social
sector development schemes have also
gained momentum over time.

During FY 2005-6, PPAF took over the
additional responsibility of assisting in the
country’s rehabilitation and reconstruction
effort following the devastation wrought

by the October 8 earthquake. In close
coordination with the Earthquake
Reconstruction and Rehabilitation Authority
(ERRA), PPAF initiated a multi-pronged
strategy for the restoration of lives and
livelihoods, which initially involved
reconstructing 34,000 (now 122,000)
housing units, rehabilitating 1,000
infrastructure schemes and training over
70,000 individuals in the affected areas.

By entrusting PPAF and its partner
organ izat ions  wi th  lead ing the
reconstruction effort in 34 union councils,
ERRA has contributed to fostering greater
confidence between the private and public
sectors. The role of PPAF’s Reconstruction
and Rehabilitation (RnR) Unit will
undoubtedly be critical to this evolving
relationship.

PPAF’s Credit and Enterprise Development
(CED) Unit recorded a growth of 19 percent
in terms of funds disbursed, whereas the
Human and Institutional Development (HID)
Unit remained almost at par with the
disbursement figure in the previous year.
The Community Physical Infrastructure (CPI)
Unit recorded a much higher increase of
54 percent, compensating for the downturn
in the previous year.

PPAF operations continue to reflect an
equitable gender balance manifest in the
growing number of female beneficiaries:
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Gallup study showed that PPAF’s microcredit
beneficiaries, among other things, have
experienced a) increase in personal and
household incomes, b) increase in
consumption of key high protein food
items, c) usage of better household facilities,
and d) enhancement in social status of
both men and women beneficiaries.

By end of June 2006, PPAF funded
microcredit loans had reached around
943,370 borrowers in approximately 21,741
villages of the country. In the process, over
60,334 community organizations have been
organized as a direct result of PPAF support.
In addition, approximately 8,357 physical
infrastructure schemes have been
completed, while over 39,000 community
members were trained by June 30, 2006.

The benefits of PPAF interventions have
been equitably distributed across all regions
of the country. In the event, they have
helped in raising awareness, creating social
capital and engineered the basis for a long-
term development process with the active
participation of the disadvantaged people
of Pakistan.

The foundations have been laid. PPAF today
stands at the threshold of bringing about
a wholesale transformation in the attitudes
of poor people across the length and
breadth of the country. Wherever PPAF
sponsored infrastructure schemes, credit
facilities and training programmes are
operative, the poor have started reaping
the benefits of self-help strategies,
generating income and reducing their
dependence on external support.

women accounted for approximately 39
percent of microcredit loans disbursed and
38 percent of the trainings conducted
during FY 2005-6. Additionally, women
comprised an estimated 50 percent of all
direct and indirect beneficiaries of PPAF’s
infrastructure interventions. By the end of
the financial year, 10 out of PPAF’s 68
partner organizations were catering
exclusively or predominantly to women.

As an institution that values research, PPAF
is continually refining its capacities and
structures to regularly monitor and evaluate
its own performance, in addition to that
of its partners. Within this context, the
Evaluation Research and Development (ERD)
Unit has initiated the Benefit Monitoring
and Evaluation System as an integrated
tool for measuring impact, relevance,
effectiveness, efficiency and sustainability
of PPAF supported poverty alleviation
interventions.

PPAF’s Health and Education Unit has also
had a promising start. The establishment
of 28 new schools and 11 new community
health centers in the very first year of its
operational life augurs well for the future
of the unit. By focusing on quality health
and education facilities, the unit hopes to
create an enabling environment for
facilitating upward social mobility and
assisting meaningful social change in the
long run.

The early signs of a meaningful long-term
change at the grassroots level have already
been empirically validated in independent
assessments of PPAF interventions. The
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organization. The emphasis on performance
based lending continues to play an
important role in assuring the quality of
the program.

The CED Unit has sustained its portfolio
growth and during the period under review
it has disbursed Rs. 3,705 million against
Rs. 3,106 million in the preceding year
(Figure 2.1). Correspondingly, the number
of PPAF microcredit borrowers rose from
244,342 in FY 2004-5 to 332,030 in FY
2005-6.

In line with organizational objectives,
funding for microcredit has been equitably
disbursed in urban and rural areas of 78
districts of Pakistan through 38 POs, of
which 10 are exclusively or predominantly
catering to women. Repayments to PPAF
from POs continue to be at 100 percent.
In contrast to previous years, sectoral
distribution of credit showed significant
increase in income generating activities in
commerce and trading, which accounted
for nearly 40 percent of the total portfolio

Entrusted with the responsibility of
managing PPAF’s credit portfolio, the Credit
and Enterprise Development (CED) Unit
focuses on forging effective partnerships
with organizations working directly with
communities at the grassroots level. In
doing so, it aims to strengthen partner
organizations (POs) and communities alike,
the former through building a sustainable,
transparent and efficient institutional
framework for the delivery of financial
services to the poor, and the latter through
asset creation and improved livelihoods.

As a national apex institution, PPAF has
since inception maintained a diversified
and healthy portfolio, with special
consideration for gender and an equitable
distribution of funds across the country.
Under this mandate, the CED Unit provides
funding to legally established entities in
the private sector. The extent of funding
to a PO is determined by the rationale of
the proposal submitted, the strength of
the POs past track record and absorption
and debt service capacity of the

The CED Unit
provides
funding to
legally
established
entities in the
private sector

FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006

FIG - 2.1 CED financing disbursed during FYs 2001 — 2006
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FIG - 2.2 Sectoral distribution of CED resources during FYs 2001 — 2006
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the view that their opinion now mattered
in deciding issues regarding the purchase
and sale of property. As an organization
with the aim of empowering women, PPAF
takes great strength from these findings.

At the same time, PPAF has carefully noted
the observation of the Gallup study with
respect to the limited scale of change as
far as the more empirically verifiable
indicators are concerned. This is not
surprising keeping in mind the short period
of time between the financing of the loan
facility and the Gallup study. An additional
factor suggested by the study is the relatively
small amount of the loan size.

while agriculture and livestock accounted
for 35 percent and 18 percent share of
funds disbursed respectively (Figure 2.2).
This was principally on account of fast
growth of partner organizations working
in a peri-urban environment.

Independent and externally commissioned
studies have concluded that PPAF loans
have brought a positive change in the
incomes, assets, lifestyles and, above all,
the social status of borrowers. Particularly
refreshing is the evidence suggesting a
much improved social status of female
borrowers.

The Gallup study, for instance, has shown
that 64 percent of PPAF female microcredit
beneficiaries interviewed in the sample
perceive their social status to have increased.
Similarly, 60 percent of the women
interviewed stated that they had a greater
say in business decisions than before, 55
percent were of the view that they had an
increased role in the purchase and sale of
household items, while 50 percent were of

Studies show
PPAF loans

have brought
a positive
change in
incomes,

assets,
lifestyles and
social status

of borrowers

Agriculture
35%

Livestock
18%

Commerce/Trading
40%

Others
7%
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FIG - 2.3 CED financing outreach
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The Gallup study is very encouraging in
noting a positive direction of change, as
well as in its findings regarding the better
standing of beneficiaries to non beneficiaries
in a number of areas including increased
personal and household incomes, increased
expenditure on house repair, as well as
increased household consumption and
possession of consumer durables (See Box
2.1).

PPAF is also cognizant of the fact that the
durability of such far reaching achievements
is intrinsically tied to the institutional
strength and sustainability of its partner
organizations. The CED Unit thus continues
to work relentlessly with its partners in
formulating coherent and viable business
plans with mutually agreed performance
parameters.

One of CED’s major contributions has been
to broaden the base of the microcredit
sector by building capacities of both the
bigger and smaller indigenous organizations
for enhanced outreach especially in the

remote areas of the country. PPAF’s
experience on this front over the years has
been very enriching and has enabled it to
exponentially increase the outreach of its
partner organizations (Figure 2.3).
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The Unit is also in the process of developing
and implementing a robust r isk
management framework at PPAF for
appropriate and timely identification and
mitigation of risks emanating from its
activities. This has become necessary due
to the exponential increase during the last
few years in the loan portfolio of partner
organizations.

The value of well targeted microcredit
products in poverty alleviation has been
well established. PPAF, in its capacity as the
largest wholesaler of funds to microcredit
institutions in the country, is leading the
field in this regard. As such, it has assumed
the responsibility of meeting the ‘double
bottom-line’ by making microcredit delivery
both a sustainable venture as well as an
effective tool for poverty alleviation.

Although microcredit continues to account
for a major percentage of PPAF’s credit
facility, Rs. 235 million have also been
distr ibuted under the Enterpr ise
Development Facility (EDF), which caters
to the needs of the ‘missing middle’ of the
relatively poor who are neither covered
through the conventional poverty programs
of civil society organizations nor by formal
sector financial institutions. Initiated with
the financial support of the United States
Agency for International Development
(USAID), EDF loans are designed to support
entrepreneurship and local micro-businesses
and are thus much bigger than the average
size of the traditional microcredit loan.

The CED Unit has also managed to form
innovative alliances and partnerships with
the corporate sector to reach out to the
poor under the broader mandate of PPAF.
In this regard, PPAF signed a Memorandum
of Understanding (MoU) with the
Government of Pakistan, Engro Foods
Limited (EFL) and three of its POs in 2005.
The objective was to jointly evaluate the
possibilities under a pilot project whereby
PPAF through its POs would encourage
members of targeted communities to invest
in livestock development for optimizing
milk production and subsequent supply of
milk at market prices to Engro Foods Ltd.
The pilot project has been successfully
completed and the agreement for the main
project is in the pipeline with addition of
more partners to the project.

The CED Unit
has also

managed to
form

innovative
alliances and
partnerships

with the
corporate
sector to

reach out to
the poor

under the
broader

mandate of
PPAF



PPAF — Annual Report 2006 13

Credit & Entperprise Development

Box 2.1

“PPAF Microcredit Financing: Assessment of Outcomes”
“According to our research, there is an adequate evidence to suggest that on the
average low income households who borrowed from PPAF are better off today
than they would have been if they had not borrowed. This observation was initially
made for the first group of borrowers surveyed in 2001, and has been found to
be equally true for the second, and comparatively larger, pool of borrowers surveyed
in 2005.

There is overall improvement in the income as well as personal and business assets
of PPAF borrowers. Their lifestyle by way of housing facilities has improved. The
social status, particularly of the women borrowers, has undergone a positive
change. Admittedly the scale of change is limited, as is the scope and amount of
the loan. But the direction of change is, on the whole, positive. Our research shows
that the benefits of PPAF loan appear in terms of poverty alleviation and improvement
in the basic lifestyle indicators of the borrower. The direct impact on generating
employment or the effect on other development indicators is not very significant.
However, improvement in the basic lifestyle indicators of microcredit borrowers
can possibly have a second order positive effect on development indicators”

Gallup Pakistan,
excerpt (2005)





FIG - 3.1 Sectoral distribution of CPI projects FYs 2005 — 2006
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Altogether, the projects initiated so far have
been estimated to benefit a population of
6 million inhabiting approximately 8,067
villages of Pakistan. In these villages, as
many as 9,440 community organizations
have been organized for ensuring
sustainability and long term development
prospects in project areas.

The sectoral distribution of initiated projects
demonstrate PPAF’s emphasis on some of
the most neglected, yet profoundly crucial,
needs of the national population. Irrigation
constitutes 37 percent share of the projects,
while Drinking Water Supply and Sanitation
(DWSS) constitute a share of 28 percent
and 22 percent respectively. The remaining
13 percent includes roads and bridges,
flood protection works, landscaping, micro-
hydel projects etc. (Figure 3.1).

In order to multiply the positive effects of
stand-alone infrastructure projects, PPAF
has conceptualized a more holistic approach
to rural infrastructure development. This
has been subsequently operationalized as

The Community Physical Infrastructure (CPI)
Unit provides technical and financial support
to partner organizations for approved
physical infrastructure interventions. The
process of project identification is demand
driven and involves community participation
at every stage. Additionally, to foster
community ownership for better post-
completion project management, the
process incorporates the principle of cost
sharing wherein the participating
communities contribute either in cash or
through labor.

The CPI Unit is mandated to implement
small scale community infrastructure
projects under two broad categories:
‘Conventional Projects’ and the ‘New
Initiatives’ category. The latter projects
focused on Drought Mitigation and
Preparedness, Integrated Area Upgrading
and Technological Innovations.

As of June 30, 2006, the Unit has initiated
11,700 projects, of which 3,171 have been
initiated in the current fiscal year alone.

The projects
initiated so
far have been
estimated to
benefit 6
million
people in
8,067 villages
of Pakistan

DWSS
28%

Irrigation
37%

Link Roads/Bridges
8%

Others
5%

Sanitation
22%
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Rs. 801 million have been disbursed to 41
partner organizations for implementing
WB funded projects whereas Rs. 86 million
have been disbursed to 8 partner
organizations for USDA funded CPI projects.

The October 8 earthquake proved to be a
major infrastructure disaster. It was realized
very early during the rehabilitation process
that housing reconstruction has to be
complemented with rehabilitation of
infrastructure for meaningful revival of
affected communities. Consequently, $20
million out of the $100 million World Bank
Reconstruction and Rehabilitation Project
was set aside for the rehabilitation of

the Integrated Area Upgrading Program.
Following the successful completion of a
pilot Integrated Area Upgrading Project
(IAUP) in village Dhoke Tabarak Shaheed
near Islamabad, PPAF has planned to
implement 300 similar projects in the
second phase of PPAF. As of June 2006,
PPAF Board of Directors has approved
around 200 such projects to be
implemented in the next two years.

PPAF has also launched a nationwide
Drought Mitigation and Preparedness
Program (DMPP) to mitigate the effects of
the 1997-2002 drought that had laid waste
large tracts of the country. Under this
program, PPAF has so far initiated 12 DMPP
projects. Of these, 4 DMPPs, one in each
province, have been funded by the World
Bank and another 8 by the US Department
of Agriculture. The PPAF Board of Directors
has approved over 1450 sub-projects under
the program to be implemented in the next
one year.

During FY 2005-6, the Unit has disbursed
Rs. 887 million (Figure 3.2). Of this amount,

FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006

FIG - 3.2 CPI financing disbursed during FYs 2001 — 2006
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infrastructure schemes in the water supply,
sanitation and communication sectors.

In the first phase of the infrastructure
rehabilitation process in affected areas,
PPAF requested partner organizations to
carry out a survey of damaged infrastructure
schemes in their respective areas of
operation irrespective of their earlier source
of funding. PPAF has since appraised six
partner organizations for the reconstruction
and rehabilitation of 1000 schemes that
also include schemes that have not been
previously funded by PPAF.

The Sindh Coastal Area Development
Program in the coastal areas of Badin and
Thatta districts is another major PPAF
venture in which the CPI Unit is expected

to play a major role (See Box 3.1). The
program is based on the recommendations
of a World Bank Socio-Economic Study,
which highlights the negative effects of a
series of natural disasters that have afflicted
the residents for over a decade, forcing a
large number of people to migrate from the
coastal belt.

The report   identifies the most vulnerable
segments of the population; explores their
coping strategies and recommends a
program of assistance based on the following
objectives: (i) better access to basic services
and facilitating infrastructure; (ii) higher
income generation through improved crop,
fisheries and livestock production, marketing
and microfinance services; and (iii) securing
access to, and better management of, the
natural resources of the area.

Box 3.1:

Sindh Coastal Area Development Program
The Sindh Coastal Area Development Program has been planned after a rigorous participatory
process involving social immersions, exhaustive roundtable discussions with stakeholders and
deliberations among the PPAF – World Bank team. The program aims at a phased development
strategy involving:

Development of rural growth centers through integrated development of physical infrastructure,
followed by the setting up of health and education facilities and promotion of income
generating activities through microcredit
Reducing physical vulnerability through construction of flood protection and sea water
containment structures
Construction of directly productive infrastructure such as jetties and wharfs
Developing transport and mobility through construction of inter and intra-village roads and
intermediate modes of transport through infrastructure grants and microcredit
Promoting technological innovations, particularly the use of solar and wind energy for
pumping of water and electricity generation





FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006

FIG - 4.1 HID financing disbursed during FYs 2001 — 2006
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The Human and Institutional Development
Unit administers the capacity building and
training component of PPAF. One of the
Unit’s main objectives is to strengthen the
institutional capacity and the human
resource base of partner organizations for
efficient and cost effective service delivery.
Additionally, the Unit provides both financial
and non-financial services with the aim of
supporting incremental expansion in
outreach of partner organizations and the
attainment of long term financial and
institutional sustainability.

The HID Unit managed disbursement of
Rs. 398 million in FY 2005-6, matching the
disbursement figure of Rs. 382 million
achieved in the last fiscal year (Figure 4.1).
However, the number of training
beneficiaries increased from 31,339 to
39,064 (community training) and from
1545 to 1655 (staff training) in the
reporting year with an approximately 38
percent female participation in both training
categories.

In December, 2005, PPAF entrusted the
Unit with the task of organizing the second
Global Microentrepreneurship Awards in
collaboration with UNDP, Citigroup
Foundation, Citibank Egypt and UNCDF. A
total of 110 case studies were received
from different microfinance institutions,
which were further short listed by the
Harvard School of Business.

The purpose of the event was to recognize
efforts of small entrepreneurs and their
contributions to economic activity at the
grass roots level. Sixteen candidates along
with their Credit Officers were interviewed
in the final round by an esteemed and
diverse panel of judges. The candidates
were evaluated and assessed on the basis
of their contribution in four areas: (i) impact
on poverty reduction and income and
employment generation, (ii) improved quality
of life (iii) potential for sustainability and
profitability, and (iv) innovation and growth
potential. It was heartening to see that of
the twenty (20) candidates who were given
awards, fifteen (15) were attached to partner
organizations supported by the PPAF.

It was
heartening to
see that of
the twenty
candidates
who were
given awards,
fifteen were
attached to
partner
organizations
supported by
the PPAF
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In continuation of the Unit’s internship
program, 28 additional internees were
attached with the fund’s partner
organizations during the year under
review. This particular initiative which
had been a great success was primarily
taken on account of the realization that
there was a significant dearth of trained
young people for joining the ranks of
the fast growing civil society partner
organizations. Since inception of the
program the number of internees that
received training now stands at more
than 100, of which 85 have found
employment.

Additionally, in the year under review,
the Unit engaged 4 internees from the
fifth batch to collect data on HID
pre sc r ibed  fo rmat s  f rom 2 ,548
community trainees. The exercise was
carried out to identify possible gaps in
different training programs such as
Community Management Skills Training,
Vocational Skills Training and Enterprise
Deve lopment  Tra in ing.  H ID Uni t
encourages POs to organize regular
follow-up of community trainings, either
themselves or through independent
third parties.

S imi lar ly,  the junior  profess ional
program was launched with the aim of
training fresh university graduates in
order to address the problems of high
staff turn over and non availability of
trained local professionals in the market.
Following the success of the initial

intake of Junior Professionals’ (JPs) batch
of 40, a second batch comprising
another 40 JPs was trained during the
year under review. More than 95 percent
JPs were recruited by the POs of PPAF.

As a part of its policy to interface with
international centers of excellence, the
Unit facilitated a twelve-day training
program for partner organizations on
the subject of disaster mitigation. This
course was organized in the month of
September 2005 in collaboration with
the Asian Disaster Preparedness Centre,
Thailand. 21 participants from various
organizations attended the course
which covered multiple dimensions of
disaster management including hazard
and vulnerability assessment, emergency



PPAF — Annual Report 2006 21

Human & Institutional Development

response management, staff welfare
and security, community-based risk
management and public awareness and
capacity-building.

The HID Unit continued with the strategic
reviews, appraisal and monitoring visits of
partner organizations. During the year,
strategic reviews of 21 organizations were
carried out. Similarly, 14 appraisal and 11
monitoring and follow-up visits were carried
out in FY 2005-6.

The role of HID unit is integral to the success
of all PPAF interventions and this role will
become crucial in the coming years. In an
env i ronment where c iv i l  soc iety
organizations are expanding rapidly, it is
imperative that the competency levels of
various partner organizations keep abreast
with the changing times. For this to happen,
the HID unit will have to play a proactive
role to cope with new challenges.

The process of participatory development
at the grassroots is inextricably linked to
the development of a skilled human
resource. Better skills need to be attuned
with the demands of the market. Cognizant
of the fact, the HID Unit focuses on market
relevant community trainings. It further
encourages partner organizations to
develop strategies for improved market
linkages for their beneficiaries to maximize
output.

Similarly, the HID Unit also caters to
institutional needs of the its partners with

the objective of transforming them into
viable and sustainable entities. As vehicles
of change at the grassroots, the institutional
development of PPAF partner organizations
is crucial to the whole process.
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The Health and Education (H&E) Unit
successfully completed its first year as a
viable and credible addition to PPAF’s
poverty alleviation strategy. Nine partner
organizations were taken on board to
provide quality health and education
facilities in selected communities. These
partnerships were established on the basis
of a clearly defined eligibility criterion with
the aim of ensuring maximum outreach to
marginalized communities.

The Unit’s focus is on quality primary
healthcare and formal primary education.
Pakistan’s education and health indicators
continue to present a challenge, especially
in the rural areas. Among other factors,
lack of access contributes directly to the
p e r p e t u a t i o n  o f  p o v e r t y  a n d
disempowerment. By providing quality
health care and access to primary education,
PPAF supported facilities aim at providing
the necessary framework for better and
more prosperous livelihoods. Additionally,
the PPAF social sector strategy seeks to
make this framework sustainable by trying
to build ownership through community
involvement and support.

The Unit also contributed in PPAF’s multi-
pronged response to mitigate the affects of
the October 8 earthquake. Commensurate
with its area of operation, the Education
and Health Unit has initiated reconstruction
of two high schools (one each for boys and
girls) and a health facility in the remote
areas of Azad Jammu and Kashmir. Such
initiatives will undoubtedly complement

the more comprehensive interventions
planned by PPAF’s Reconstruction and
Rehabilitation (R&R) Unit, laying the seeds
of a speedy return to normalcy in the
affected areas. In a similar vein, the Unit’s
contribution in the development of a
proposal for the Committee to Encourage
Corporate Philanthropy (CECP) for
reconstructing health and education
facilities in the affected areas was extremely
useful.

The Unit has adopted the following strategy
with the objective of facilitating change in
the social fabric of disempowered
communities:

Establishment of quality health and
education facilities through the
prov i s ion  o f  h igh  s tanda rd
infrastructure and qualified local staff.
Active community mobilization through
the formation of health and education
committees to ensure community
participation and ownership for long
lasting sustainability of interventions
Capacity-building and support for
partner organizations to deliver and
monitor education and health
initiatives.
Targeting long-term community well-
being by investing in female education

The above strategy has featured prominently
in all the initiatives undertaken by the Unit
in FY 2005-2006. Following are some
examples:
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A total of 28 schools and 11 health
facilities were established in some of
the remotest and underprivileged areas
of Baluchistan, Sindh, Punjab and
Northern Areas.
Trainings were imparted to 119 locally
hired education staff and 220 health
staff, equipping them with requisite
skills for quality service delivery in their
respective sectors. Training programs
for teachers also capacitated them in
the use of interactive teaching
methods.
Particular emphasis on the girlchild,
reflected in the 84 percent enrolment
of girls in PPAF supported schools.
 (Figure 5.1).

Approximately 84,000 community members
(including children, adult females and adult
males) benefited from the health facilities
provided by the community health centres
and the outreach teams. About 43 percent
of the beneficiaries were adult females.
 (Figure 5.2).

All the above achievements have not been
without difficulty. Whereas constant
diligence and hard work has enabled PPAF
and its partner organizations to meet several
challenges in the past, several other remain:

FIG - 5.1 Gender disaggregated data of school enrolment FIG - 5.2 Gender disaggregated data of beneficiaries in the
health program

Female,
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Male,
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75%
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Although the remoteness of PPAF
supported health and education
facilities have the advantage of reaching
the most isolated and disadvantaged
communities, it also raises the difficulty
of finding capable local staff. The
chal lenge is one of unfai l ing
commitment in terms of extensive and
consistent capacity building efforts to
achieve quality outcomes.
Motivating and mobilizing conservative
communities to break away from
attitudes formed over a long period is
another challenge that has been dealt
with reasonably well so far. However,
difficulties of such nature will remain
in the foreseeable future.
Active involvement of female
community members in the health and
education committees is another
challenge that has to be addressed in
the long run.

In the next year, the Unit plans to focus on
maintaining the quality of established
facilities and initiating new facilities in
selected areas. A major task for the Unit is
to refine and strengthen activities for
intensive capacity-building of health and
education coordinators, health and
education staff and community members.

This will not only improve the quality of
service delivery but also assist in setting up
good health and education systems at the
community level that can be sustained by

locally developed expertise. The Unit will
continue to monitor all activities and analyze
the information for further improvements
of the program.

Provision of quality health and education
facilities has undoubtedly created the space
and framework for a more holistic and
effective poverty alleviation strategy.
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The October 8th earthquake in AJK and
Northern NWFP left 80,000 dead and nearly
half a million homeless. Within minutes,
infrastructure built over decades was
uprooted, while means of livelihood were
completely shattered. PPAF responded to the
crisis by immediately setting up a Disaster
Relief Center to coordinate its relief efforts.

In the early months following the
earthquake, PPAF managed to distribute
100,000 CGI sheets and truckloads of other
important items through its forward offices
set up in the disaster zone. For the purpose,
PPAF diverted US$5 million from its normal
operations. PPAF also contributed Rs. 1
million to the “President Relief Fund” from
its own resources. The PPAF staff further
voluntarily contributed a day’s salary to the
relief fund.

A new Reconstruction and Rehabilitation
(RnR) Unit was established following the
formal initiation of the World Bank funded
US$100 million Reconstruction and
Rehabilitation Project in January 2006. PPAF
appraised 6 POs for the reconstruction of
34,000 housing units (the number has since
increased to 122,000), rehabilitation of 1,200
CPI schemes and training of over 75,000
individuals in 34 union councils of AJK and
Northern NWFP. POs were selected on the
basis of institutional capacity and pre-
earthquake presence in the affected areas.

PPAF’s RnR Unit works in close coordination
with the Earthquake Rehabilitation &
Reconstruction Authority (ERRA), assigned
by the government with the task of

rebuilding the lives and livelihoods of
survivors. PPAF has remained consistent
with its philosophy of incorporating
participatory development and community
mobilization as the cornerstones of its
overall strategy. Rehabilitation and
reconstruction program is guided by two
fundamental objectives.

Assist people in rebuilding their lives
by providing safer and better houses
and restoring basic infrastructure services
through a community driven approach.
Build capacities of affectees with the
purpose of enabling them to take control
of their lives on a sustainable basis.

For purpose of planning and dedicated
focus, the RnR Unit has been divided into
four main components: ( i) Social
Mobilization, (ii) Damage Assessment,
(iii) Re-construction, and (iv) Training.

Social mobilization forms the core of the
R&R project. The aim is to transform the
disintegrated post-earthquake communities
into a well-knitted whole through better
organization and participation at the grass
roots level. The process of social
mobilization demands skill development at
both POs and community level. PPAF has
focused on both areas:

Training POs staff in disaster
management skills for effective
operationalization of rehabilitation and
reconstruction efforts.
Imparting vocational skills to affected
communities for long term survival and
sustainable livelihoods.
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The social mobilization staff of the RnR project
carried out a comprehensive exercise to:

Ident i fy vulnerable segments.
Develop a Community Action Plan
(CAP) jointly with the community
members in order to obtain their
consent to assist the vulnerable in
constructing their homes and
revitalizing their lives.
Develop a collective village level
development plan for community
members, covering all aspects of the
rehabilitation and reconstruction effort.

The need to complete the damage
assessment forms in keeping with ERRA
policy guidelines was a challenging aspect
of the reconstruction effort. Initially, 12
damage assessment training workshops
were conducted for existing and newly
recruited staff of POs (Table 1). These were
coordinated by PPAF, PO staff and
Emergency Architects (A French NGO
engaged by UN HABITAT for the purpose).
The workshops had following objectives:

To familiarize participants with different
housing construction models and
structures such as wooden, RCC frames,
stone masonry, brick masonry, plumb

concrete and katcha houses.
To develop skills related to identification
of the extent of damage.
To familiarize and develop expertise in
data collection for damage assessment
and on-field usage of GPS (Global
Positioning System).
To familiarize participants with the data
entry process and the data base.

Damage Assessment was carried out on
forms provided by ERRA. The exercise was
carried out by 110 Social Mobilization
Teams (SMTs) of six POs in the 34 Union
Councils allocated to PPAF.

Skill development through staff and
community trainings was an important part
of the re-construction phase. UN HABITAT
engaged a team from National Society for
Earthquake Technology (NSET) to impart
trainings in construction related skills.
Accordingly, five training events were
organized for engineers and social organizers
from all participating POs (Table 2).

NSET in collaboration with PPAF, conducted
five Training of Trainers (TOT) workshops for
craftsmen for developing a pool of master
trainers who will train community members
at village level (Table 3).

Table I: PO staff trained for Damage Assessment

Region Engineers Social Mobilizers Total
Male Female Male Female

AJK 65 0 75 26 166
NWFP 66 0 157 27 250
G. Total 131 0 232 53 416
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PPAF’s housing subsidy follows the ERRA
pr inc ip les  for  const ruct ion and
disbursement. Rs 150,000 will be available
in three tranches to each eligible beneficiary.
The first tranche of Rs. 75,000 was
disbursed in April 2006 to 50 affectees at
a ceremony held at village Ghani Abad of
union council Thub in District Bagh.
Technical assistance for seismically safe
houses would be provided at Housing

Reconstruction Centers (HRC) and by mobile
training teams of PPAF.

The initial PPAF successes in developing a
well balanced restoration program in the
affected areas has stimulated additional
funding from reputable donor organizations.
KfW, a German government-owned
development bank, has committed 14 million
for housing and is considering provision of
another 2.6 million for training, whereas
IFAD has appraised PPAF for US $ 26 million.

PPAF’s RnR project aims at an effective,
well focused and well coordinated
rehabilitation and reconstruction program
synchronized with the broader national
effort. It reconfirms the strength of
community driven projects and close
coordination among all stakeholders.

Table 2: Engineers & Social Organizers trained

PO Engineers Social Organizers

AJK NRSP 59 11
IR 23 -
WWOP 6 2

Sub total 88 13
NWFP SUNGI 5 -

OAKDF 6 -
SRSP 16 7

Sub total 27 7
G. Total 115 20

Table 3: Craftsmen trained by NSET

Region Masons Carpenters Steel Fixers Total
AJK 105 75 14 194
NWFP 27 15 3 45
 Total 132 90 17 239
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The Evaluation, Research and Development
(ERD) Unit at PPAF has initiated a set of
promising activities and processes that are
expected to grow into a sustainable and
standardized performance monitoring and
evaluation system.

The Unit was initially restructured with a
view to formulating an integrated
Standardized Monitoring and Performance
Monitoring System focused on gauging
program outcomes and impacts, as well as
on plugging gaps and shortcomings in data
collection and assessment methodologies
at the grassroots level.

Considering PPAF-supported poverty
alleviation interventions spanning 96 districts
of the country, operationalization of the
system is perceived to greatly assist in poverty
mapping and, consequently, better poverty
targeting at the national level.

As part of the restructuring process, the
Benefit Monitoring and Evaluation (BME)
system was shifted to the ERD Unit. The
move was aimed at integrating the
monitoring and evaluation of PPAF’s credit,
health, education, training and infrastructure
components. In parallel, a number of young
professionals with clearly defined roles and
responsibilities under the supervision of a
senior economist were inducted to streamline
the new monitoring and evaluation system
with PPAF’s vision of real time monitoring
and evaluation.

A standardized minimum number of
performance M&E indicators were

developed as the first step in the shift
towards results-based M&E. A pool of
master trainers from the PPAF, partner
organizations and from national and
international universities and organizations
was formed to train M&E representatives
from POs on the Standardized Performance
Monitoring and Evaluation System.

The system, apart from incorporating
baseline/benchmark data, will also provide
for the collection of data on evaluation
relating to program relevance, effectiveness,
efficiency, impact and sustainability of PPAF
sponsored poverty alleviation interventions.

During the year, three ToT Workshops on
Standardized Performance Monitoring and
Evaluation System were held across the
country. Nominated PO M&E personnel
were trained on the new evaluation system
in workshops held at Karachi, Lahore and
Bhurban. This was followed by a series of
formal meetings with the chief executives
of the POs.

Simultaneously, the Unit initiated a
systematic follow-up plan aimed at the
institutionalization of the system within
partner organizations. The follow-up plan
involves facilitating POs through hands-on
training sessions, on-field testing of survey
instruments, capacity-building of social
organizers and other PO staff, and the
installation/troubleshooting of the software
especially prepared for the Standardized
Performance Monitoring and Evaluation
System.
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The first phase of the exercise was carried
out in Baluchistan where five organizations
were initially selected for the purpose.
Similar exercises covering all partner
organizations are planned to be completed
within FY 2006. When fully operational,
the system will generate the data required
to measure impact of PPAF supported
interventions on a regular basis.

During the year, the ERD Unit prepared
separate quarterly progress reports for the
World Bank, PPAF Board of Directors and
the United States Agency for International
Development (USAID). Regular quarterly
reports were also submitted to the
concerned secretariats and departments of
the Government.

In 2006, the ERD Unit has started a new
line of annual thematic reports on current
issues and discourses in the development
field. This year’s thematic report on gender
was outsourced to an independent
consultant working closely with the ERD
team. The report is expected to contribute
positively to the economic, political and
social discourses on the subject.
Additionally, the report has been designed
to analyze the situation of gender in the
country. The gender sensitivity of PPAF
interventions will also receive thorough
scrutiny. Ending with a set of key
recommendations for the PPAF. This report
is likely to be of critical use not only to the
PPAF but also to other organizations.

The ERD Unit recorded a surge of 100 new

“Expression of Interest” documents received
from non-governmental development
organizations in the year 2006. These have
been stored in a database that now
cumulatively consists of an impressive 417
such documents. Owing to PPAF’s strict
eligibility criteria, overall policy and funds
position, only a few select cases are presently
under consideration.

The ERD Unit
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Box 7.1

Baseline Survey of the Engro Milk Project
The Engro project, a joint venture between PPAF, Engro Foods Ltd.,
and the Government of Pakistan, is designed to encourage investment
in the livestock sector, increase farmer incomes and decrease the
burden of poverty in the target areas. The pilot program was
launched in five localities of the Punjab and Sindh provinces with
the help of 3 partner organizations. On its part, PPAF agreed to
provide financial/technical assistance for capacity-building of poor
communities, improvement of milk supplies and linkage to a
corporate sector entity for marketing and long term sustainability.
The PPAF also decided to under take a survey in the target villages
for collecting baseline data to assess the long term potential of the
project as well as potential for replication in other areas.
The baseline survey was conducted under the supervision of an
individual consultant from the Applied Economic Research Center
(AERC). Ten villages in three districts were selected to represent
both with-project and without-project samples. In these villages
household level data was collected on a large number of indicators
including household composition, occupation, education, availability
of services, income, expenditures, assets and borrowings. Similarly,
village level data on population, number of households, access to
services, average number of animals and loans disbursed was also
collected.

District Project Area HHs Non – Project Area HHs
Rahimyar Khan 85 35
Shikarpur 70 35
Nawab Shah 35 35
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The Media and Communication (M&C) Unit
facilitates the corporate image building of
PPAF at grassroots, national and
international levels. It focuses on effective
utilization of various media tools and
activities for information dissemination.
The Unit formulates necessary strategies to
engage media support and attention of
stakeholders, policy makers and opinion
leaders.

In FY 2005-2006, the Unit also focused on
relief and rehabilitation activities in the
aftermath of the October 8 earthquake. It
facilitated in the launch of the relief and
rehabilitation program, prepared a variety
of information materials for various
audiences and disseminated a number of
operational guidelines and reconstruction
manuals to the affected communities.
Special flyers and leaflets were printed
underlining different aspects of PPAF relief
and reconstruction activities. The Unit also
prepared a 10 minute documentary, “The
First Step”, on the distribution of temporary
shelters to affected communities.

In response to the government's plea to
provide victims with information access,
PPAF started a regular radio program on
relief, rehabilitation and reconstruction.
Information dissemination, however, was
not the sole objective: Raising awareness
and getting direct community feedback for
better management of the relief and
reconstruction effort was also of primary
value. The program, Azm-e-Nau, was
formally initiated on 20th February, 2006

and has been air ing regularly in
Muzaffarabad, Abbottabad, Islamabad and
Bagh. The radio program has facilitated a
greater understanding of the problems
confronting communities at the grassroot
level.

With the range and scope of PPAF
interventions increasing manifold over the
years, greater emphasis is being placed on
building PPAF’s public image. Regular
coverage and exposure of PPAF in electronic
and print media has accordingly become
a part of the overall strategy.

Printing and dissemination of case studies
reflecting the achievements of PPAF
beneficiaries, as well as the lessons learnt
in the process, is a regular activity of the
Unit. These are conducted in close
coordination with the Evaluation, Research
and Development Unit for greater empirical
validity and research value.

The Unit organized a series of Interactive
Theater performances across the country
in collaboration with PPAF partner
organizations. These performances explore
intra-household and intra-community
relationships and situations.

The challenging task of the Unit in the
coming years will be to proactively engage
with all other units of PPAF, keeping abreast
of the important developments and
disseminating information at national and
international forums.

The radio
program has
facilitated a
greater
understanding
of the
problems
confronting
communities
at grassroot
level
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Human Resource, Procurement &
Administration Unit is facilitating the faster
growth of the organization by managing
the human resource and general
administration of PPAF as well as providing
logistics support and procurement
assistance. The Unit further assists in
recruitment, training, disciplinary issues
and grievance handling. It has played an
important role in providing an enabling
work environment to PPAF team members.

During the financial year, two new office
premises were acquired for the newly
formed Rehabilitation & Reconstruction
Unit and the Water Management Centre.
During the hectic schedule following the
October 8 earthquake, the task of
administration and procurement proved to
be more challenging than ever. This is
reflected in the substantially increased
procurements and travel arrangements for
field visits and various other logistic
arrangements for internal and external
meetings made during the year.

Additionally, 33 consultancy contracts and
144 cases for goods procurement were
processed by the Unit. These include
procurement of relief goods including CGI
sheets, bedding sets, tents, blankets, basic
tools and food supplies for the earthquake
affected areas. The Procurement Unit also
remained active in providing continuous
guidance, capacity-building and monitoring
of procurement functions at the PO level.
In all such activities, steps were taken to
ensure transparency, efficiency and regular
compliance with procurement procedures
of donors.

One of the Unit’s primary responsibilities
is to fulfil the staffing needs of the
organization through an expeditious, fair
and transparent process of hiring new
employees. During the year, 50 new staff
members were recruited, including 20 staff
members for the head office, 7 for the
Water Management Center and 23 for the
Rehabilitation and Reconstruction Unit.

In order to further develop the competency
and skill of the existing PPAF executives, six
(6) PPAF employees were sent abroad to
attend international training courses in
areas relevant to their functions. Another
27 team members attended different
trainings courses at various reputable
national training institutions.

Job satisfaction is an essential prerequisite
for effective utilization of human resources
available to any organization. The Unit
strives to achieve the same by ensuring an
enabling work environment for better
professional output and greater efficiency.
The Unit also has the important task of
conducting orientation sessions for new
employees in order to increase their comfort
level and facilitate them in settling in as
quickly and easily as possible.

The Unit also plays a proactive role in
ensuring compliance with organizational
policies and regulations. It regularly assesses
PPAF employees and ensures that they are
aware of the rules and regulations.

As the outreach and interventions of PPAF
expand, the Unit will have a critical role in
ensuring that the competence levels within
the organization are keeping pace with the
growing demand for higher efficiency and
professionalism.

The Unit
strives to
ensure an
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As a custodian of public funds, PPAF is
conscious of the need for prudence and
appropriate control in the management of
finances. In pursuance of this objective,
the Finance and Accounts (F&A) Unit has
been assigned responsibility for executing
and recording all financial transactions in
a systematic and transparent manner. The
Unit ensures compliance with the
regulations of Securities and Exchange
Commission of Pakistan and covenants
collectively stipulated in the agreements
with Government of Pakistan (GoP) and
with donors such as the World Bank (WB),
US Agency for International Development
(USAID) and US Department of Agriculture
(USDA).

F&A Unit works closely with other
operational and support units of PPAF in
order to ensure adherence to the due
process and facilitates their funding
requirements. The activities of the Unit are
carried out in an automated computerized
environment through customized software
dedicated to PPAF requirements. A
comprehensive manual for financial
management has been developed, which
governs the work processes of the Unit.
Books of accounts are being kept in
accordance with the statutory requirements
and agreements with GoP and donors. The
records are subject to both internal and
external audit as well as the review of
supervision missions.

The Unit places high priority on
transparency, fair presentation and timely

issuing of its periodic financial statements
for information of management, donors
and stakeholders. The relevant internal
reports are submitted to management on
monthly basis to facilitate timely decisions
on the important aspects of PPAF
operations. External reports to stakeholders
include quarterly, half yearly and nine
monthly un-audited financial statements
and annual audited financial statements.
In addition, donor specific periodic reports
and audited financial statements are also
compiled on a regular basis.

Operations of PPAF for the year ending
June 30, 2006 were audited by its external
auditors Messers Ford Rhodes Sidat Hyder
& Co., Chartered Accountants. The external
auditors furnished unqualified opinions
concluding that the financial affairs of the
company were being conducted in
accordance with approved accounting
standards and requirements of Companies
Ordinance 1984 and the financial
statements prepared by the management
present a true and fair view of the
Company’s state of affairs. These opinions
were based on the inspection and review
of records of the Company and the funds
released to partner organizations. The
audited financial statements along with
Auditors’ and Directors’ Reports for the
year 2006 were finalized and approved by
the Board of Directors within two and a half
months of the close of the financial year.
Disbursements to PPAF under the World
Bank Project were on the basis of Financial
Monitoring Reports. Withdrawal applications
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as a “welfare institution” for the next two
tax years i.e. upto June 30, 2008. As a
consequence of this, there was no tax
liability for the year under review.

The Unit looks after the corporate affairs
of PPAF and is committed to high standards
of corporate governance. The Head of the
Unit also acts as Company Secretary and
ensures full compliance with the mandatory
secretarial responsibilities as envisaged by
the Companies Ordinance, 1984. The Unit
also complies with the best practices set
out in the code of corporate governance.
Adequate records of statutory meetings
and other formal requirements are being
maintained while reports to the Securities
and Exchange Commission of Pakistan are
submitted well in time.

The F&A Unit also assist the operational
units in financial evaluation of Partner
Organizations, as well as taking active part
in monitoring the financial flows to the
partner organizations. It also ensures that
POs observe all legal covenants.

Internal Audit Department
Reporting directly to the Chief Executive,
the Internal Audit Department (IAD)
provides an independent channel for
monitoring of activities. The department is
guided in its work by the approved “Internal
Audit Manual”.

IAD works for qualitative improvement in
the maintenance and disclosure of financial
and operational information as well as

submitted to the World Bank were found
to be eligible for reimbursement or
replenishment. Information and data
submitted were also in compliance with
disclosure requirements and formats.

The World Bank Mission of May 2006
concluded that the financial management
arrangements including financial controls
for the project continue to be “highly
satisfactory”; effective controls were in
place; and that the audited financial
statements and quarterly FMRs were
submitted to WB on time.

Donors approved/committed financial
resources worth US$ 155 million as grant
during the financial year 2005-06 for the
rehabi l i tat ion and reconstruct ion
programme. This includes funding of US$
100 million by World Bank; US$ 26 million
by International Fund for Agricultural
Development (IFAD); €14 million (equivalent
to US$ 17 million) by KfW; and US$ 12
million by Committee to Encourage
Corporate Philanthropy (CECP) of USA. The
F&A Unit was actively involved in
negotiations for these projects and finalizing
legal as well as financial modalities.

In addition to the above, IFAD approved
funding of US$ 26 million for Microfinance
Innovation and Outreach Programme. The
F&A Unit played a major role in finalization
and execution of project agreements.
As a result of the combined efforts of F&A
team and PPAF tax advisors, the Central
Board of Revenue renewed PPAF’s status

The F&A
looks after

the corporate
affairs of

PPAF and is
committed to

high
standards of
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governance
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internal control systems of the PPAF and
its partner organizations. It seeks to ensure
reliability and integrity of financial
information, in addition to compliance with
legal regulations, PPAF policies and World
Bank requirements.

The responsibilities of the Unit include audit
of yearly outflows and inflows of funds,
review of bank reconciliation statements,
audit of all PPAF procurements and physical
verification of PPAF assets. Additionally, the
Unit also strives to ensure quality accounting
and internal control systems at the PO level.
In order to achieve the latter, regular visits
are paid to POs with the dual objective of
ensuring transparency and capacity-
building. During the year under review,
Internal Audit Unit has paid audit visits to
20 POs. The particular focus of the audit
visits was concentrated on the small and
medium level organizations so that they
may strengthen their internal control
mechanisms.
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The Board of Directors of Pakistan Poverty
Alleviation Fund (PPAF) is pleased to present
the sixth Annual Report along with the
audited financial statements of the
Company for the year ended June 30, 2006.

The positive trend in the Company’s
performance established over the past
several years has been sustained in the
financial year ended June 30, 2006 with
results adding further strength to the
financial position and interventions making
a difference in the lives of vulnerable people
across Pakistan. PPAF has been successful
in addressing needs of the poor by following
a poverty alleviation strategy which engages
diverse instruments for effective delivery
and impact. While poverty alleviation
strategies based on credit delivery at grass
roots level remains the largest operating
window of PPAF, its collaborative efforts in
community infrastructure projects as well
as human resource development activities
have gained strong momentum over time.
Plans for up-scaling PPAF’s capacity have
been operationalized for better service
delivery in the social sectors (health and
education).

One of the major achievements of the year
under review was real time and effective
relief operations being carried out in
earthquake affected areas. PPAF was quick
to respond to this tragedy. A Disaster Relief
Center was setup at Islamabad, which
started functioning by the second day of
the crisis. Initially, PPAF focused on
immediate relief through provision of

shelter, food, medicines and related items
for the affectees and leveraged aviation
capabilities of Pakistan and U.S. armed
forces and United Nations agencies/
organizations for airborne on-site delivery
of more than 100,000 CGI sheets at the
altitude above the snowline. The relief
operations were carried out through PPAF
existing partner organizations and the
relevant government, non-governmental/
civil society agencies. In order to ensure
effective and targeted interventions, field
coordination units were also set up in the
earthquake affected areas of North West
Frontier Province (NWFP) and Azad Jammu
and Kashmir (AJK) for swift delivery in a
coordinated manner. PPAF was successful
in addressing immediate needs of affected
communities as seven of its partner
organizations were already working at these
locations with well established communities.

Extensive grassroots presence in the
earthquake affected areas, execution of
massive and well organized relief operations
and presentation of a coherent and viable
rehabilitation and reconstruction plan made
PPAF an obvious choice for Earthquake
Reconstruction and Rehabilitation Authority
to assign dedicated responsibility for
unde r tak ing  r ehab i l i t a t i on  and
reconstruction in 34 Union Councils (18 in
NWFP and 16 in AJK). PPAF is now following
up relief efforts with the rehabilitation and
reconstruction activities to allow people in
affected areas to rebuild their lives and
homes.
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During the year, PPAF also achieved
impressive progress in implementing its
mainstream programs in credit & enterprise
development, community physical
infrastructure, education, health and
capacity building. PPAF performance and
achievements were acknowledged by the
World Bank (WB) regular Supervision
Missions.

Additionally, the WB President, Mr. Paul
Wolfowitz, during his visit to Pakistan
(August 13-15, 2005) dedicated a special
session to PPAF, its partner organizations
and community members of Dhok Tabarak
Shaheed village where PPAF supported
Integrated Area Upgrading Program has
been initiated. He remarked “It is wonderful
to see how people have come together to
transform their lives. This is a model worth
emulating.”

In his letter of appreciation, Mr. Wolfowitz
reiterated that PPAF was an excellent model
of public-private partnership which was
working towards community empowerment
and development. He ensured continued
support of World Bank to the PPAF in the
coming years for implementing a scaled
up poverty alleviation program in Pakistan.

The Supervision Mission of WB that visited
PPAF in May 2006 concluded that the
Second PPAF Project was on track,
partnering with the right kind of institutions
to achieve its development objectives and
was meeting its targets set at appraisal

for its various components including
disbursements.

By the end of June 2006, PPAF funding had
been equitably disbursed in urban and rural
areas of 108 districts of the country through
68 partner organizations of which 10 were
catering exclusively/predominantly to
women.  PPAF credit interventions had
reached 947,000 individuals of which
394,000 (42 percent) were women
borrowers. 11,700 infrastructure projects
were initiated and 12,300 community
organizations formed, benefiting 823,000
households. In addition 155,600 staff and
community members were trained, of
whom 40 percent were women.

PPAF financial and non-financial services
have been estimated to be benefiting over
5.5 million individuals from credit program
and over 6 million individuals from
infrastructure interventions, directly
or indirectly, across the country.

Operational and Financial Results
During the period under review, the
Company exhibited impressive growth. The
record operational results achieved during
the year allowed the Company to maintain
strong financial position which is key to its
sustainability.

Total disbursements during year were Rs.
6,246 million compared to Rs. 4,063 million
in the preceding year, indicating an increase
of 54 percent. Credit disbursements were
Rs 3,705 million as compared to Rs 3,106
million; infrastructure disbursements were
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Rs 887 million as compared to Rs 575
million; and capacity building disbursements
were Rs 398 million against Rs 382 million
during the preceding year. In addition, Rs
87 million was disbursed for education and
health; and Rs 1,169 million for relief,
rehabilitation and reconstruction in
earthquake affected areas (Figure 11.1).

By the end of June 2006, cumulative
disbursements crossed the Rs 16 billion
mark and stood at Rs 16,338 million. Credit
and enterprise development, the largest
component of the PPAF, accounted for 65
percent of total disbursements followed by
community physical infrastructure (19 percent);
capacity building assistance and health &
education had a share of 9 percent and relief
rehabilitation and reconstruction activities had
a share of 7percent (Figure 11.2).

Provincial distribution of funds remained
more or less consistent with previous
allocations - 44 percent going to Punjab,
28 percent to Sindh, 10 percent to NWFP,
9 percent each to Balochistan and Northern
Areas/AJK (Figure 11.3).

The total amount of endowment fund
increased by Rs 150 million to Rs 800 million
due to receipt of second installment of
Government of Pakistan (GoP) contribution.
Under second project, PPAF has received
from GoP endowment of Rs 300 million
out of the total committed amount of Rs
500 million.

During the period, PPAF received grant fund
of Rs 240 million in respect of US
Department of Agriculture (USDA) project

FIG - 11.3 Province wise distribution of funds

FIG - 11.2 Share of funds disbursed

FIG - 11.1 Total disbursements (Rs. in million)
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from GoP. Cumulative receipts under this
project were Rs 640 million out of total
funding of Rs 1,521 million.

The Central Board of Revenue vide its
notification C.No. 1(8)SS(A/ITR)/05 dated
June 30, 2006, renewed approval for PPAF
as welfare organization till June 2008. As
a consequence of this, there was no tax
liability for the year under review.

Total Company’s net assets (total assets less
current liabilities) on June 30, 2006 crossed
Rs 13 billion mark and stood at Rs 13,162
million against Rs 8,689 million as at June
30, 2005 – an increase of 51 percent.
Similarly loans receivable from partner
organizations were Rs 4,120 million as
against Rs 2,679 million as at June 30,
2005. During the FY 2006, PPAF continued
to maintain 100 percent recovery rate in
respect of its lending operations.

Total income generated during the year
was Rs 763 million compared to Rs 305
million last year – an increase of 150
percent. Service charges on loan to partner
organizations increased by 124 percent
due to high credit disbursements. Profit on
short term and long term investments
increased by 196 percent due to increase
in the level of investments and improved
profit rates. During the year, capacity
building grant increased by 32 percent due
to the availability of financing from
Government of Pakistan and donor agencies
for PPAF operational support (Figure 11.4).

The general and administrative expenses
for the period increased by 38 percent due

to relief, rehabilitation and reconstruction
operations in the earthquake affected areas
as well as rapid expansion in nature and
scale of existing activities and executing
new interventions under different donors’
projects.

Future Outlook
As a part of its broader poverty alleviation
m a n d a t e ,  P PA F  e n d e a v o r s  t o
comprehensively address the long term
needs of reviving social, physical and
economic structures in earthquake affected
communities through revitalized and
intensive social mobilization processes as
well as asset building of vulnerable
households through smal l  sca le
infrastructure projects revolving around the
provision of water, sanitation and link roads
as well as low cost housing.

In order to carry out the necessary
rehabi l i tat ion and reconstruct ion
programme, PPAF has so far been approved/
committed financial resources of US$ 155
million as grant. This includes funding of
US$ 100 million by World Bank; US$ 26
million by International Fund for Agricultural
Development; Euro 14 million (equivalent
to US$ 17 million) by KfW (Development

FIG - 11.4 Total Income (Rs. in million)
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Bank of Germany); and US$ 12 million by
Committee to Encourage Corporate
Philanthropy (CECP) of USA.

PPAF is gradually moving beyond
conventional programming approach and
bringing in second generation innovations
that offer inclusive financial and business
solutions to the poor. In this spirit new
initiatives are being undertaken. These
include integrated village development
projects, drought mitigation and
preparedness plan, enterprise development
facility for the missing middle and linkage
of communities with a corporate sector
entity (Engro Pakistan) for milk production
and marketing facility. This would enable
poor to access and benefit from the wider
private sector markets and opportunities
of value addition.

PPAF envisages a holistic, systematic and
integrated approach in addressing all water
related issues encountered by the poor and
marginalized communities of the country.
In this regard it will work towards the
ident i f i ca t ion ,  fo rmu la t ion  and
implementation of special high impact and
integrated programmes and projects related
to drought mitigation, integrated water
efficient irrigation systems, flood protection,
organized drinking water supply and sanitation.
For this purpose a Water Management
Center has been set up at Islamabad.

The growth in PPAF’s outreach and
resources has increased its sense of
responsibility. PPAF is mindful of the high
expectations of partner organizations and

participating communities. It is also
conscious of the growing trust reposed in
it by donors. PPAF is continually refining its
capacities and structures to regularly
monitor and evaluate its own performance,
in addition to that of its POs.

Auditors
The external auditors of the Company,
Messer’s Ford Rhodes Sidat Hyder and
Company, Chartered Accountants, have
completed their assignment for the financial
year ended June 30, 2006 and shall retire
at the conclusion of 10th Annual General
Meeting. Being eligible for re-appointment,
they have offered their services as Auditors
of the Company for the financial year 2007.

Conclusion
PPAF is well aligned with the Government’s
Poverty Reduction Strategy Programme and
its medium Term Development Framework.
PPAF considers itself as the private sector
arm of the Government for poverty
alleviation. As a demand driven apex
organization, it has been quick to respond
to crises faced by the country, whether in
terms of interventions for drought
mitigation or most recently earthquake
relief and rehabilitation.

The broadening of its scope of activities to
include enterprise development, integrated
development, education, health, relief and
rehabilitation has, in no manner, distracted
PPAF from its mandate of targeting the
poor. On the contrary, it has helped many
graduate out of poverty, particularly
women. This was made possible by building
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appropriate capacities within the partner
organizations and their communities and
enduring relationship with them on
transparent and equitable basis.
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Seven Years’ Financial Summary

(Rupees in million)

2006 2005 2004 2003 2002 2001 2000

Operational Results

Total Disbursements 6,246 4,064 2,436 1,777 1,189 598 59

Total Income (including other income) 763 305 222 230 145 73 28

Surplus before provisions for taxation and loan loss 572 152 133 149 94 47 3

Surplus after provisions for taxation and loan loss 501 196 81 92 59 44 3

Balance Sheet

Total assets (less current liabilities) 13,162 8,689 3,496 2,703 1,656 931 472

Micro credit loans receivables 3,996 2,598 1,081 1,201 695 285 36

Total investments 7,096 4,401 2,287 1,465 833 588 211

Equity and reserves 1,788 1,137 791 710 618 559 216

Long term and deferred liability 11,374 7,552 2,705 1,993 1,038 372 256

Disbursements

Microcredit Loans 3,705 3,106 1,462 1,314 655 332 36

Grants 2,541 958 974 463 534 266 23

Financial Ratios

Surplus before tax and loan loss ratio 75% 50% 60% 65% 65% 64% 11%

Return on assets 5% 3% 3% 4% 4% 6% 1%

Return on equity 34% 20% 11% 14% 10% 11% 2%

Repayment rate (micro credit) 100% 100% 100% 100% 100% 100% 100%

General and admin. expenses/average total assets 1% 1% 2% 3% 3% 3% 5%

Income on loans/General and admin. expenses 164% 101% 97% 89% 68% 46% 2%

Debt/equity 85:15 85:15 77:23 73:27 63:37 41:59 38:62

Current ratio 288:1 125:1 23:1 32:1 18:1 80:1 35:1













































The PPAF logo represents two parallel themes

Inverting the Income Pyramid
The larger outer triangle shows the traditional
distribution of income, which counts the
number of people at different income levels
with the top of the pyramid being high income
bands and the bottom being low income
bands. Since there are very few people at the
top and a great many people at the bottom,
hence a broad big base converging into a
narrow peak. The two together translate into
a pyramid shape. The inner triangle represents
PPAF goal: inverting the pyramid, so that there
are fewer people at the lower levels of income,
and a much greater number of people at the
higher income level.

Window of Opportunity
The central triangle is also a window of
opportunity; an opening that leads out of
poverty, towards sustainable growth and
development.
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