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Chairman’s Message

It is heartening to see that despite difficult
circumstances PPAF’s upward drive
continued throughout the year 2008. By
the end of June 2008, PPAF had disbursed
Rs. 34 billion through its regular partner
organizations. As in the past, microcredit
accounted for a major share of the total
funds disbursed (Rs. 25.7 billion).
Consequently, PPAF continued to lead the
drive for increasing the number of clients
in the sector, and, at present, accounts for
45 percent of the active microcredit
borrowers in the country.

Physical infrastructure works have continued
to expand and disbursements of Rs. 5.5
billion were made in the current year to
provide drinking water, irrigation channels
and sanitation facilities to the vulnerable
in the poorest districts of the country. Sindh
Coastal Area Development pilot project was
introduced with ass istance from
Consultative Group to Assist the Poor to
address the pressing problems of the
destitute that are usually left out of the
traditional microcredit facilities.

Similarly, health and education facilities
have been well received and there is

growing demand from communities to
avail these and give their children a chance
for a better future. Both the community
schools and those which have been adopted
by PPAF from the government are doing
exceedingly well, and we hope to take these
facilities to scale in the future.

The sterling work accomplished by PPAF in
the earthquake areas, where it has helped
to construct over 90,000 houses, is receiving
international attention. Recently, the
“Golden Plough” of the World Bank
recognized outstanding systems,
operational and monitoring features of
PPAF. In addition, PPAF executives were
invited by the Government of China to
share experiences so that they may emulate
the same in order to mitigate the hardships
of the victims of the recent earthquake in
China.

For all these achievements I must thank the
very constructive role played by members
of PPAF Board and General Body. Following
international best practice, two committees
of the Board dealing with Audit and Human
Resources have been set up and are now
regularly meeting to facilitate and guide
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the management in these important areas
of work. I am grateful to them for their
time and contribution.

Similarly, I would like to express my
appreciation for members of the
management team who continue to work
with dedication and have developed a
reputation of credibility and trust. They
must continue to reinvent themselves to
meet the new challenges of increased
poverty and hunger which threatens the
very fabric of the State.

It is a pleasure to report that the Government
of Pakistan, whose facilitation and support
have been the major reason for the success
of this flagship program, have approved in
principle the third PPAF project for which
a World Bank Mission is due in November
2008.

Thanks is also due to our donors for their
strong backing and belief in our ability to
deliver effectively at the grassroot level, and
for giving us an opportunity to make a
difference in the lives of the poor and
vulnerable people of Pakistan.

Hussain Dawood
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The year 2008 proved to be a challenging
one. Internal political and social unrest
coupled with a fast deteriorating situation
on the northern borders ushered in a period
of considerable uncertainty. These two
factors resulted in macroeconomic
instability.

Despite the unfavorable situation, PPAF
results were highly satisfactory, and all
major targets were achieved well in time.
The inbuilt advantage of having a credible
resource backed apex institution with in-
depth presence in all provinces and regions
mitigated the risk factor to a large extent,
and ensured steady progress.

Major strides were made in improving
communications with all stakeholders,
particularly in microfinance where PPAF is
a lead player. Arrangements were concluded
through support of our donors to help our
large partner organizations access funds
from the commercial banks.

The support and enthusiasm of the
Chairman and Board of Directors continued
to play a constructive and positive role in

the development of PPAF as a world class
institution. The close but professional
relationship between the Board of Directors
and the management team has contributed
a great deal to the success of the program.

The excellent performance of our partner
organizations and their ownership of the
programs have made it possible to overcome
the most difficult of challenges – particularly
in the earthquake affected regions of
Pakistan where despite great hardship
and hazardous conditions, a major
transformation has taken place.

Similarly, the role of the PPAF executives and
staff was outstanding. Their dedication in the
face of mounting odds and difficulties served
the institution well. My special thanks to them
for their hard work and relentless efforts.

I must also mention two outstanding
individuals namely Mr. Praful Patel, former
World Bank Vice President, South Asia
Region, and Mr. John Wall, former Country
Head of the World Bank, whose timely
guidence and active support were crucial
for the success of the project.

Chief Executive’s Statement
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We are indebted to the Government of
Pakistan for reposing their trust in us, and
their facilitation in developing this exemplary
Public / Private Partnership to new heights
and international stature. Similarly the role
of our donors  has been one of a true
partnership, with open discussions and an
agreed way forward.

As a private sector delivery mechanism of
the Government of Pakistan, we are
concerned with the extremely difficult social
and economic circumstances that have
emerged. We will do our very best to assist
the government to overcome the prevailing
crisis, and move ahead in a manner which
will not reverse the gains of the past.

We pledge to serve our vulnerable people
with renewed zest and vigor.

Kamal Hyat
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Over the last decade, Pakistan Poverty
Alleviation Fund has emerged as the largest
private sector initiative for wholesaling
development support to civil society
organizations in the country. PPAF has
played the role of lead agency in
strengthening participatory development
in the national framework. PPAF has
endeavored to mainstream marginalized
communities through provision of a broad
range of financial and non-financial services
leading to better access, improved income
and quality of life and sustainable livelihood
opportunities at the grassroots, and,
simultaneously, catalyzed the enhanced
absorption and managerial capacities of
partner organizations.

By year end, PPAF had disbursed almost Rs.
34 billion through 73 partner organizations
under its four regular windows: lending
for microcredit/enterprise (almost Rs. 26
billion), development of infrastructure
(Rs. 5.5 billion), health and education (Rs.
312 million), and human and institutional
development (Rs. 2.4 billion). These funds
have cumulatively financed over 2.3 million
loans, 16,450 infrastructure schemes, 180
health and education facilities and over
8,850 training events for participating

communities and staff of partner
organizations.

By FY 2008, PPAF had emerged as the
major financier of microfinance market.
Having practically driven the sector’s
growth, PPAF has initiated steps for further
consolidation through mitigating supply
side constraints. For this purpose, resources
have been generated to facilitate crowding
in of substantial commercial financing via
credit enhancement instruments. While
continuing to assist smaller partner
organizations with sufficient grant funding
in support of microcredit, the overall ratio
of grant funding had been progressively
curtailed.

While adhering to the double-bottom line,
and in order to make loan utilization more
productive, PPAF has initiated a pilot project
aimed at graduating destitute households
to mainstream microfinance by developing
appropriate social safety nets prior to asset
transfers. The pilot will lead to more inclusive
targeting strategies and address specific
needs of the extremely poor.

Simultaneously, PPAF interventions in
physical and social infrastructure
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development have matured to offer more
holistic solutions. The strategy of pursuing
stand-alone village level interventions has
gradually given way to multiple sectoral
programs conceptualized for the benefit
of larger communities and collective
development needs of less developed areas,
especially those in drought affected/water
deficient regions.

PPAF has continued to emphasize building
institutional and human resource capacities
of participating communities and civil
society organizations with a view to
institutionalizing a sustainable framework
for service delivery at the grassroots. Hence
the focus is on small/productive subsidies
with a clearly articulated exit strategy.

Over the last three years, the Social Sector
Development Program (health and
education) has expanded to include primary
schools and community health centers in
private sector as well as adopted from
public sector, located primarily in least
accessible areas with little or no access to
quality healthcare or education.

PPAF’s Rehabilitation and Reconstruction
Program in the earthquake affected areas,
while focusing mainly on the reconstruction
of seismically-safe housing units, also
incorporated substantive components
including capacity building, livelihoods
restoration, reconstruction of non-housing
infrastructure and focused interventions
on disability. To date, PPAF has cumulatively

disbursed Rs. 14.5 billion to partner
organizations, mostly for facilitating
reconstruction of housing and non-housing
infrastructure.

Today, Pakistan is faced with the twin crises
of food and energy insecurity and its
potentially debilitating impact on overall
poverty and vulnerability. As a national
institution, PPAF is poised to play its part.
Reflecting on this role is a track record of
responsiveness to national challenges such
as the earthquake and drought.

To that end, PPAF is fully geared to securing
the future of the country’s poor through
a strategy of community dr iven
development. This strategy capitalizes on
resource backed support and confidence
of the Government of Pakistan and
international development partners, a
strong platform of partner organizations,
and most critically, the inherent strength
and resilience of poor and disadvantaged
communities in the face of extreme
adversity.
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Credit and Entperprise Development

Timely access and steady availability of
finance facilitates sustainable livelihoods
and sustains marginalized communities
through seasonal shocks. It can help build
physical and human capital, relieving
opportunity constraints that hinder
economic growth from being distributed
equitably. In Pakistan, the challenge at the
grassroots/retail level is sustainable provision
of financial services to communities at the
lower end of the poverty scale.

The raison d être of PPAF was to invest in
and capacitate civil society organizations
to develop as effective providers of
microfinance services and to expand
outreach across the country. As an apex
intermediary, PPAF has combined the twin
role of market developer as well as
wholesale financier for the sector. It has
fuelled the sector to a level where Pakistan
is now recognized internationally as an
emerging market for microfinance.

By the end of the reporting period, PPAF
had a market share of 45 percent of the
over 1.7 million active microcredit borrowers

in Pakistan, while its partner organizations
collectively accounted for 61 percent share
in the sector (see Figure 1). PPAF had
cumulatively disbursed Rs.  25.2 billion to
45 partner organizations for microcredit
on-lending.

During the reporting period (FY 2007-08),
CED unit disbursed a record of Rs. 9.1 billion
to 39 partner organizations. Of this,
approximately Rs. 8.9 billion were disbursed
under the WB financed microcredit window,
Rs. 101 million under the Enterprise
Development Facility (EDF) funded by WB,
and Rs. 40.1 million under the new IFAD
financed Microfinance Innovation and
Outreach Program (MIOP).

Under microcredit lending, agriculture
continues to account for the bulk of PPAF
disbursements with a cumulative share of
38 percent. This, together with the 17
percent cumulative sectoral share of
livestock during the same period is indicative
of the fact that most of PPAF’s microcredit
beneficiaries are still located in rural areas
(Figure 2).
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Credit and Entperprise Development

accounted for a major portion at 44 percent
(Figure 3). The other sectors under the
facility during the reporting period were
Handicrafts development 16 percent,
Health/Education 20 percent, Agriculture/
Livestock development 8 percent and other
small enterprises accounted for 12 percent
of the total disbursements.

PPAF’s commitment to developing the
sector on competitive lines is further
manifested in its readiness to work with a
diverse set of service providers including
rural support programs, microfinance
institutions, non-governmental organizations
and the formal financial sector. Compared
to a largely uni-dimensional portfolio
predominantly catering to rural support
programmes initially, the PPAF has now
diversified its portfolio (see Figure 4) to
include many medium and small scale partner
organizations.

This has spread the risk of PPAF funded
exposure across multiple institutional
structures and business models. Such
diversification has progressively contributed
to the sector’s maturity and has been
instrumental in the continuous development
of innovative, more contextually relevant
products. It has also enabled PPAF to have
more risk adjusted operations amid evolving
diversity in operations and increased
exposures.

On the low end of the market, a much
smaller average loan size, the microcredit
window has a higher probability of reaching

At the same time, with an increasingly
substantial portfolio of PPAF’s microcredit
funds being allocated to microfinance
institutions that are predominantly
urban/suburban based and have a largely
female clientele, the commerce sector’s
share at 37 percent has increased under
this window as well (Figure 2).

Under EDF, with loans ranging from Rs.
30,000 to Rs. 100,000, most funds were
utilized in the commerce sector for the
establishment or incremental growth of
small enterprises and cottage industry which

Figure 2: MC Disbursements:
By Sector (FY 2003-08)
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the poorest households. To date, over two
million PPAF supported microcredit loans
have been disbursed and the facility
continues to account for the major portion
of PPAF’s credit portfolio.

The gradual increase in PPAF’s urban loan
portfolio has been positively correlated with
a reduction in the overall gender gap of
PPAF microcredit beneficiaries. Whereas
only 5.5 percent of PPAF’s approximately
87,000 new female microcredit beneficiaries

in FY 2004-05 were located in urban areas,
approximately 45 percent of the nearly
373,600 new female beneficiaries in the
current financial year were urban based
(Figure 5). With the percentage of women
beneficiaries also improving in rural areas,
their ratio in terms of overall microcredit
beneficiaries in the reporting period rose
to a high of 47.5 percent, up from 35.8
percent in FY 2004-05 (Figure 6).

This has partly been made possible by an
increasing focus on partner organizations
with exclusively female clients, particularly
in urban areas. The number of such POs has
increased from one in FY 2000-01 to ten in
FY 2007-08. Consequently, the share of
microcredit funding for such organizations
has increased from a mere 1.6 percent in
FY 2000-01 to over 33 percent of total
microcredit disbursements in FY 2007-08.

Figure 4: Disbursements : By PO Type
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To enable active rural poor to increasingly
access a wider range of sustainable financial
services and products that respond to their
needs the Microfinance Innovation and
Outreach Program (MIOP) funded by IFAD
was initiated. A strong off-take was
registered in terms of approved facilities
during the period under review.
The US$ 20.8 million Innovation and
Outreach (I&O) facility under the program
allows partner organizations to pilot test
and upscale innovative financial products
and delivery models for rural communities.

The facility constitutes two financing

windows: a regular window with loans of
up to Rs. 100,000 for enterprising individuals,
and a private sector linkage window with
loans of up to Rs. 300,000 for small
enterprises and trading/marketing operations.

During the reporting period, PPAF through
its partner organizations initiated five
innovative models under the Innovation
and Outreach (I&O) facility of MIOP that
includes Home Improvement Loans,
Cooperative farming for women, increasing
outreach through settlement branches,
enterprise development loans in rural areas
and village banking in mountainous areas.
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The Young Partner Program component
would expand PPAF’s capacity to provide
microfinance services to rural areas by
helping PPAF develop new partner
organizations. Under this component, two
partners have been selected as Young
Partner Development Initiatives (YPDIs) in
rural Sindh and one as International Linkage
Partner Initiative (ILPI) in rural Punjab.

With an eye on ensuring long term
sustainability of the sector, PPAF is focusing
on addressing supply side constraints
through strengthening market linkages and
putting in place structures to facilitate
greater leveraging capacity for partner
organizations. Through the Programme for
Increasing Sustainable Microfinance
(PRISM), an IFAD financed facility designed
for meeting these objectives, PPAF seeks to
ensure greater access to the commercial
sector for partners with sustainable
operations by offering Credit Enhancements
to banks in the shape of cash collateral,
letters of credit and/or direct guarantees.

PRISM further envisions the grant of equity
funds to dynamic microfinance institutions
to help build their capital and equity position
and for leveraging commercial financing,
helping them to increase outreach and
attain greater sustainability in the future.
PPAF partners will simultaneously need
more professional assistance to exploit
opportunities emanating from the above
services. For this purpose, PRISM has set
aside funds for technical support in key

areas like institutional assessments,
f inanc ia l / s t rateg ic  p lanning and
management training, training in
negotiation, business plan and manual
preparation, information systems design
and deployment, credit ratings and legal
advice. Additionally, funds have been
allocated for promoting greater knowledge
sharing in the sector and establishing
information linkages that would ensure a
continuous dialogue process within the
sector.

With the focus shifting towards a more
market based approach, PPAF’s Board of
Directors has approved an elevated eligibility
criterion requiring greater efficiency in
operational/financial mechanisms and
governance structures for partners seeking
large quantum of funding. The growing
focus on entrenching market oriented
practices is further evident from PPAF’s
decision to adjust its lending rates for such
organizations with KIBOR in order to
discourage reliance on subsidized loans
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and at the same time offering 12 months
grace period in loan repayment, thereby
allowing its fastest growing POs greater
flexibility and liquidity to expand their
microcredit programs.

The decision to progressively reduce capacity
building grants in support of microcredit
operations for large organizations utilizing
PPAF’s regular microcredit window is
another instance of introducing good
market practices aimed at minimizing
dependency and securing long term
sustainability of partner organizations. Such
grant funding has declined from 31.8
percent of allocated microcredit funds in
FY 2001-02 to a low of 4.9 percent in FY
2007-08 (Figure 7).

In collaboration with CGAP, IFAD and Ford
Foundation, PPAF has initiated a pilot project
with 1000 chronic poor beneficiaries in
developing social safety nets and graduating
them to mainstream microfinance over a
30 months period. The program aims at
building capacities of target communities
through food and health subsidies followed
by skill development and asset transfer. The

project is expected to facilitate the
development of newer products and services
that directly address the needs of the poorest
and most vulnerable segments.

PPAF’s credit operations have grown to
include more than 33,000 rural and urban
communities across Pakistan. With a large
number of beneficiaries graduating to
contract additional PPAF financed loans from
partner organizations, the impact on a
number of welfare indicators at the
household level has been visible and borne
out through independent assessments by
credible third party evaluations. The challenge
now is to facilitate the sector to become self
sustaining while continuing to address the
double bottom line.

 The year under review also witnessed
increased coordination between the CED
unit and other stakeholders in the sector,
particularly the State Bank of Pakistan and
Pakistan Microfinance Network. In doing so
CED endeavors to identify complementarities
and develop synergies in further promoting
and supporting the microfinance sector in
Pakistan.
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Box 1.1:  Policy changes commensurate with market characteristics

With PPAF’s consistent support through credit lines and capacity building grants, many of its POs
have become leading players in the sector. In changing market characteristics affecting PPAF POs,
a study to assess credit and operational risks of PPAF’s credit operation was carried out by Shorebank
International, Pakistan in 2007. The study focused on assessing credit risks transferred to PPAF
through its POs’ credit operations depending upon their credit models, geographical & demographical
diversity, governance and existing risk management frameworks. It recommended the following
policy changes which were implemented during the period under review:

1. POs availing facilities or having exposure of Rs. 500 million or above are classified as “Large”
and are required to meet following criteria to avail/ continue funding from PPAF:

Separate books of accounts and audit of microcredit operations
An automated loan tracking system to monitor portfolio performance and reporting
Portfolio at risk ratio (> 30 days) < 5%
Operational Self Sufficiency > 100%
Risk Coverage ratio > 100%
Periodic reports on performance indicators.

Proposed changes will allow PPAF to conduct stringent monitoring of credit operations of its large
POs.

2. When  the microfinance sector was characterized by weak institutions and limited retail capacity,
PPAF played a catalytic role in strengthening not only its POs but contributed immensely to the
sector through policy dialogue and knowledge management. With PPAF’s financial and non-
financial support, some of its POs have emerged as the country’s fastest growing and sustainable
organizations. Commensurate with this growth was a need to further support PPAF’s POs for
increased outreach so as to attain the target of 3 million borrowers by 2010. In view of their robust
operations and track record, PPAF revised its repayment terms to offer maximum benefit to its POs.
Such terms are common with apex organizations in the world (notably PKSF in Bangladesh) and
has aligned PPAF to international best practices in terms of its operations.

In line with this and to best utilize PPAF’s resources, following repayment terms are now available
for financially/ operationally sound POs meeting PPAF’s elevated eligibility criteria:

Grace period of a maximum of 12 months for repayment of principal amount
Commencement of principal repayment after grace period and not exceeding 15 months
Servicing of mark-up on quarterly basis

3. PPAF’s base rate has always enabled its POs to benefit from opportunities for attaining self-
sufficiency. However, in the wake of rising interest rates and to institutionalize a risk adjusted pricing
mechanism, PPAF linked its rate to KIBOR for POs availing facilities or having an exposure of Rs.
500 million and above.
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The Community Physical Infrastructure (CPI)
unit provisions development grants for
demand  r e spons i ve  sma l l - s ca l e
infrastructure projects to marginalized
communities. All interventions follow
mobilization processes designed to
aggregate household preferences into
community demands for identifying
sustainable and environmentally friendly
projects at the grassroots level. Within this
framework, community ownership is
secured through a cost sharing mechanism
where  par t i c ipa t ing  communi t y
organizations are encouraged to share
project costs and arrange maintenance
funds.

The unit emphasizes the central role of
community organizat ions in the
identification of community needs as well
as the selection of project site and
appropriate levels of service and technology.
A multi-staged process prior to project
initiation involves compulsory community
participation at different levels to facilitate
informed choices deemed essential for long
term sustainability of PPAF infrastructure
interventions. As a prerequisite for project

approval, community organizations have
to raise funds sufficient to bear one year
of operational and maintenance expenses.
To date, 15,804 community organizations
have been formed to manage and maintain
PPAF supported infrastructure schemes.

In eight years of operations, the unit has
accepted community demands for over
14,400 infrastructure projects through 49
POs spanning 115 districts of Pakistan,
Northern Areas and AJK, 4 agencies of the
Federally Administered Tribal Areas (FATA)
and the Islamabad Capital Territory. Of
these, 6,854 infrastructure interventions
including stand alone conventional schemes
as well as composite Integrated Area
Upgrading Pro jects  ( IAUP)  were
operationalized under the CPI component
of the first WB financed project (PPAF-I:
FYs 2000-04), while another 7,543 schemes
have so far been initiated under the second
WB project (PPAF-II: FYs 2004-08). The
above schemes have cumulatively benefitted
a population of over 7.5 million in over 12,
800 rural and urban communities
throughout the country (Table 1).

Table 1: Geographical Distribution of Infrastructure Schemes by Beneficiaries

Projects Beneficiary Households Beneficiary Population
Punjab 4,918 420,986 2,799,538
NWFP 3,018 224,068 1,637,560
Sindh 2,854 169,019 1,238,987
Balochistan 2,429 157,365 1,149,575
NA 383 33,741 269,357
AJK 580 32,485 245,321
FATA 90 7,885 72,855
ICT 125 8,528 61,909
Grand Total 14,397 1,054,077 7,475,102
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PPAF supported infrastructure schemes
focus mainly on four broad sectors: Drinking
Water Supply, Irrigation, Sanitation and
Communications (Table 2 & 3). Each sector
further subsumes a variety of sub categories.
For instance, most irrigation sector
interventions in Punjab consist of
watercourse lining projects, while irrigation
channels, Karez rehabilitation and pipe
irrigation projects are more common in
Baluchistan. Such diversity naturally flows
from differences in topographical
conditions, varying degrees of water scarcity
as well as disparities in the level of
agricultural development, all factoring into
determining community preferences that
guide PPAF’s development initiatives.

PPAF supported irrigation interventions
have stimulated local economies by
facilitating agricultural growth through
better utilization of scarce water resources.
While such schemes have contributed
directly to household welfare through

incremental increases in income and
consumption levels, equally important long
term benefits have accrued from
interventions in the sanitation, drinking
water supply and communications sectors.
For instance, construction of culverts,
causeways and link roads within isolated
rural localities has improved intra-
community movement, providing the
facilitative structure necessary for economic
growth in the local context.

Table 2: Geographical Distribution of Infrastructure Schemes by Project Type (FYs 2000-08)

DWSS Irrigation Sanitation Roads Flood IAUP TIP DMPP* Total
Protection

Punjab 316 2,412 1,352 768 3 49 18 - 4,918
NWFP 1,131 386 909 422 80 47 43 - 3,018
Sindh 1,884 302 221 340 8 20 79 - 2,854
Baluchistan 856 1,117 178 52 75 5 63 83 2,429
NAs 165 86 13 75 36 7 1 - 383
AJK 412 6 4 157 - 1 - - 580
FATA 75 5 9 1 - - - - 90
ICT 45 - 46 22 - 12 - - 125
Total 4,884 4,314 2,732 1,837 202 141 204 83 14,397

* DMPP (Baluchistan includes, 26 DWSS, 45 irrigation and 12 flood protection subprojects
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Marginalized communities have further
experienced increased real incomes by
reaping the health dividend intrinsic to
improved sanitary conditions accompanying
networks of paved streets, community
latrines, drains, and sewers. Similar health
benefits are drawn from provisioning
drinking water supply schemes to
communities that lack easy access to potable
water. The latter’s impact is even more
pronounced in terms of relieving women
from carrying water over several miles of at
times intractable distances, enhancing their
productive potential and increasing economic
options for poor households.

In the current financial year, the unit initiated
work on 2,685 new infrastructure schemes,
of which the irrigation sector accounted
for 752 schemes, while 805,671 and 322
schemes were initiated in the sanitation,
safe drinking water, and communications
sectors, respectively (Figure 8).

To date, the unit has been successful in
managing an equitable geographical
distribution in the disbursement of funds
for infrastructure development, while
simultaneously concentrating on the most
deprived regions. For this reason, the
percentage share of rural Sindh, NWFP and
Baluchistan in terms of number of schemes
has tended to be much higher than their
respective population share in the country
(Figure 9).

While stand-alone conventional schemes
continue to form the majority of CPI
interventions, the unit has increasingly
focused on a more holistic approach to
infrastructure development with the
initiation of a series of IAUP. The latter
involves provisioning funds for initiating
multiple interventions with a view to
facilitating a meaningful change in poor
communities. A typical IAUP includes three
to six mutually complementary schemes (See
Box 2.1) including interventions in drinking
water supply, sanitation, communications
and irrigation sectors. To date, 141
integrated projects have been initiated at
the national level in collaboration with 17
partner organizations, of which 42 IAUPs
were initiated in the current financial year.

PPAF — Annual Report 2008

Figure 8: Sectoral Distribution of CPI Schemes
(FY 2007-08)

Figure 9: Geographical Disbribution of CPI
Schemes (FY 2000-08)
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Similarly, the introduction of better and
more context-specific technologies through
PPAF’s Technological Innovations Projects
(TIP) has allowed the poor to address
community needs in ways that are more
efficient, cost effective and sustainable. For
instance, wind and solar energy has been
tapped for powering a variety of
interventions including reverse osmosis
plants for clean drinking water, solar lights
for village electrification and solar pumps
for irrigation. Simultaneously, the problem
of water scarcity in some of the most arid
regions of the country is being met through
water efficient mechanisms like drip and
sprinkler irrigation systems.

Table 3:  Distribution of Infrastructure Schemes

PPAF 1 PPAF 11     Total
Conventional 6,742 7,227 13,969

DWSS 2805 2,079 4,884
Irrigation 2054 2,260 4,314
Drainage & Sanitation 993 1,739 2,732
Roads & Bridges 805 1,032 1,837
Flood Protection Works 85 117 202

DMPP* 83 - 83
DWSS 26 - 26
Irrigation 45 - 45
Flood Protection Works 12 - 12

IAUP† 1 140 141
IAUP 1 140 141

TIP 28 176 204
DWSS 24 21 45
Irrigation 1 82 83
Bio Gas - 15 15
Electricity 3 57 60
Incinerator - 1 1

Grand Total 6,854 7,543 14,397

* This pertains to the pilot Drought Mitigation and Preparedness Project (DMPP) in Baluchistan initiated during PPAF-I.
† These do not include sub-schemes initiated under IAUP
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The devastation wrought by the October
2005 earthquake also obliterated the
existing network of small scale infrastructure
including safe drinking water schemes,
drainage systems and link roads. No
meaningful rehabilitation of affected
communities was possible without the
restoration of these facilities. Following a
comprehensive survey conducted by partner
organizations in their respective areas of
operation. By the end of the reporting
period, rehabilitation work on 395 out of
the 669 initiated infrastructure schemes in
affected areas has been successfully
completed (Table 4). Since the availability
of safe drinking water was central to the
recovery process, the rehabilitation of
Drinking Water Supply Schemes (DWSS),
which accounts for approximately 77
percent of rehabilitated schemes, was
prioritized.

Easy access to potable water not only
ensures a healthy population, it is amongst
the most rudimentary of building blocks
essential for the existence of vibrant and
productive communities that can effectively
participate in the national mainstream.
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DWSS constitute 34 percent of all CPI
conventional schemes initiated to date,
followed by interventions in the irrigation
(31 percent), sanitation (19 percent) and
communication (13 percent) sectors (Figure
10). PPAF’s irrigation sector interventions,
albeit less numerous than DWSS, account
for a larger quantum of funds disbursed (34
percent) compared to a 22 percent share
for safe drinking water schemes that have
a lesser average per unit cost (Figure 11).

Table 4: Rehabilitation of Infrastructure Schemes in Earthquake Affected Areas
(As of June 30, 2008)

PO Districts Projects Projects Cost of Initiated
Initiated Completed Project (Rs. Million)

SRSP Battagram, Mansehra 416 196 282
NRSP Bagh, Poonch 91 80 40
IRP Bagh 35 7 12.3
WWOP Bagh, Poonch 76 63 31.2
Sungi Abbotabad 48 47 30.6
OAKDF Abbotabad 3 2 1.4
Total 669 395 398
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With the aim of reaching the largest possible
number of poor communities, the unit has
struck partnerships with an increasing
number of grassroots development
organizations with project areas spread far
and wide across the country. The number
of PPAF partners in infrastructure
development has risen from 10 in FY 2000-
01 to 41 in the current financial year.
Simultaneously, the unit has diversified its

portfolio to include a large number of
NGOs, compared to an almost complete
association with Rural Support Programmes
(RSPs) in the early years. However, owing
to their operational capacity, RSPs continue
to account for the largest individual share
in terms of number of schemes and
disbursements (Figures 12 & 13).

Figure 10: Cumulative Sectoral Distribution of
Infrastructure Schemes

Figure 11: Cumulative Sectoral Distribution of
CPI Disbursements
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Figure 13: Cumulative Distribution of CPI
Disbursements by PO
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Figure 12: Cumulative Distribution of Schemes
by PO
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Box 2.1: Integrated Area Upgradation in Punjab

Basti Punj Khuha is a small village in district Khanewal, Punjab. Before the entry
of PPAF into the area, the 214 households in the village lacked access to even the
most basic civic amenities:  household latrines were nonexistent; streets were un-
surfaced and mostly remained inundated with wastewater; and there were no
health and education facilities. Malaria, skin infections, respiratory diseases and a
host of water-borne diseases were a common phenomenon. The cumulative effect
of this state of affairs on the community was colossal in terms of an overburdening
health crisis that constantly ate into restricted incomes heavily dependent on
irregular daily wages and unpredictable small scale farming.

PPAF sanctioned one of its partner organizations, Village Friends Organization
(VFO), to undertake a comprehensive needs assessment of the village in coordination
with the community. Subsequently, work on an Integrated Area Upgradation Project
was initiated with a number of integrated interventions including street surfacing,
household latrines, sewerage system, wastewater stabilization pond, solid waste
management, security lights and a playing area for children. With the coming of
Basti Punj Khuha IAUP, the approximately 1,300 individuals in the village have
experienced an immediate change in their lives, with an even greater transformation
expected in the long term. In addition to a reduced health burden, signs of which
are already apparent, the workload of women has been significantly reduced, while
children finally have the opportunity to play in a much cleaner environment on a
piece of land specially designated for the purpose.
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During the financial year, the CPI unit
disbursed Rs. 1.1 billion to 40 partner
organizations. A total of 3,176 additional
community organizations were mobilized
to take active part in the identification,
development and management of PPAF
supported infrastructure schemes, while
the coverage of PPAF’s infrastructure
program increased to incorporate 2,055
new villages/localities. The 2,643 schemes
initiated during the same period collectively

benefitted over 192,000 households across
Pakistan. With the extended PPAF-II drawing
to a close in the next financial year, the CPI
unit is well within reach of its overall targets.
Simultaneously, the increased capacity of
partner organizations has infused a greater
semblance of institutionalized service
delivery at the grassroots, giving PPAF the
confidence to upscale its infrastructure
program in the future.
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In addition to being one of the world’s
most arid countries in terms of average
annual precipitation, Pakistan has in the
recent past been severely water stressed
with growing levels of aquifer depletion,
the accompanying ingress of saline water
into heavily pumped ground reserves, and
the uncontrolled pollution of water
resources. Predicted climatic shifts pose an
even bigger challenge by potentially
exacerbating the incidence of floods with
even worse long term prospects of extended
drought periods. Poor water management
and the continuing lack of water storage
capacity have only added to the status quo,
while the deficit in knowledge and
preparedness to meet existing and future
challenges has cramped space for innovative
solutions and sustainable coping strategies.

The impact on the poor and on poverty in
general is particularly disconcerting.
However, the looming environmental and
human disaster can be avoided through
putting in place effective policies, strategies
and systems for  prudent water
management, better preparedness and
focused generation and dissemination of
knowledge. The PPAF Water Management
Center (PWMC) was established to address
these issues and support PPAF in its long
term strategy to address conditions that
perpetuate poverty, food insecurity, and
vulnerabilities to a host of water related
disasters. In pursuit of its objectives, PWMC
further strives to evolve into a recognized
policy and technological hub in South Asia
by 2012.

Following PPAF’s participatory development
framework, the Center emphasizes the role
of community organizations in project
identification and implementation.
Moreover, keeping in view the larger
geographical scope of PWMC interventions,
participating communities are organized
into correspondingly larger structures
varying from single-tier institutional
frameworks to those with nested hierarchies
of representative institutions, including
either a single union council level task force
or a federation constituting of several such
task forces.

Striving to introduce holistic solutions, all
PWMC programs constitute several
integrated interventions either in the same
village or spanning a large number of
villages within an objectively defined
geographical area. For instance, the Drought
Mitigation and Preparedness Project (DMPP)
cover large drought affected areas with
each project spanning one to three union
councils and constituting approximately a
hundred sub-projects on the average. These
typically include delay action/check dams
for restoring water balance in addition to
meeting the community’s domestic and
agricultural requirements; interventions for
rehabilitating crucial aquifers; schemes
aimed at more efficient water management
for irrigation; and a variety of other
interventions for flood protection, land
reclamation, rangeland management and
the optimization of cropping patterns.

PWMC has to date initiated work on 25
Drought Mitigation and Preparedness
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Projects consisting of 1130 water focused
interventions with a cumulative investment
of Rs. 961 million from funding windows
made available by the World Bank and the
United States Department for Agriculture
(USDA). These projects have collectively
benefitted 1,300 communities in 16

PPAF Water Management Center

drought affected districts, following
integrated strategies aimed at recharging
depleted aquifer resources and their efficient
exploitation through a variety of water
efficient irrigation mechanisms and
innovative agricultural methods (Box 3.1).

Box 3.1: DMPPs bring Soan Valley back to life

The 1997-2002 drought adversely affected life in Soan Valley, leaving the area’s
water balance severely disturbed. With reduced recharge and unabated mining of
groundwater, the water table fell by 20 to 30 meters over a period of five years.
Simultaneously, reduced surface runoff resulted in rapid shrinking of wetlands as
two of the three Ramsar lakes turned into salt pans.

PWMC responded by pooling World Bank and USDA funds to implement two
DMPPs in partnership with Soan Valley Development Program (SVDP) for the benefit
of the approximately 125,000 population spread over an area of 737 square
kilometers.

To date, all 108 subprojects under the World Bank funded DMPP, while 127 out
of 144 subprojects under the USDA funded DMPP have been completed. These
mainly include delay action dams, check dams, pipe irrigation, rain-water harvesting
ponds, drinking water supply and natural resource management projects.

Social mobilization assumes central significance with all sub-projects being identified
and implemented by SVDP with the help of communities through a representative
task force. Additionally, the entire process of project formulation and implementation
is overseen by a Steering Committee, which includes representation from PPAF,
SVDP and the WWF-P.

Infrastructure interventions implemented under these projects have cumulatively
achieved a 30 to 40 percent reduction in water losses due to new efficient water
conveyance systems, which have made it possible to irrigate an additional 2,500
acres of rainfed area. Already, communities have saved an estimated Rs. 7 to 10
million in potential cost of diesel engine operated pumps, which have become
redundant. The planned second generation of  interventions will further lift local
economy, while laying out a sustainable framework for market based rural
development.
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The World Bank funded Sindh Coastal Areas
Development (SCAD) Program takes this
integrated approach one step forward by
complementing infrastructure interventions
with logically interlinked interventions in
healthcare, education, livelihood support
and the provision of financial services,
leading towards the development of what
have been termed as Rural Growth Centers
(RGCs). One RGC has already been
inaugurated in Keti Bandar during the
reporting period, with 17 other planned
for implementation in the program area
(Box 3.2). Simultaneously, possibilities are
being explored for their successful
replication in other parts of the country.
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Box 3.2: “Eliminating Poverty in One Generation: A tough but attainable goal
for Pakistan”

“So eliminating poverty is not just about lowering the number of people living
under dollar one a day or some other arbitrary metric; it is fundamentally about
enabling people to have the freedom to pursue the life that they want.
I saw both the daunting difficulty of this challenge and the spark of hope that
inspires people to reach beyond their circumstances during a recent visit to Keti
Bunder, one of the poorest villages of Pakistan located in Thatta district, Sindh.
These villagers have suffered several natural calamities in recent years…. But they
have grabbed the opportunity offered by a village development program supported
by the Pakistan Poverty Alleviation Fund and the Aga Khan Rural Support Programme.
They are now investing in their community, improving their schools, health facilities
and water supply. With continued help they can provide their children the
opportunities that they themselves never had. And therein the hope that I saw….”

“The dream of eliminating poverty in Pakistan is indeed achievable with sustained
efforts ... I hope that the people and government of Pakistan will take up this
challenge and keep in mind the vision of at least 40 million faces who all have
hope, energy and talent way beyond the statistics that mark their status. I met
them in Keti Bunder.”

Excerpts from an article by Mr. Praful Patel, who last served as Vice President, South Asia Region,
World Bank, captioned above in “Business Recorder” (October 2007)

Figure 14: Distribution of Approved Funds by
Program Category (Rs. million)
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With PWMC leading the effort in the four
SCAD program districts of Thatta, Badin,
Karachi and Tharparkar, an integrated
network of infrastructure interventions has
been put in place all along the Sindh
coastline, which has repeatedly suffered
from a devastating spell of natural disasters
spread over a decade. To date, 345 schemes
have been initiated in the coastal belt
including protection works for reducing
vulnerability to sea intrusion, improved
sanitation and communication facilities, as
well as the introduction of innovative
solutions for provisioning safe drinking
water and electricity through tapping
renewable sources of energy.

Given the scope of the program, PPAF has
engaged ten of its partner organizations
with clearly defined project areas to join
forces for taking the initiative forward. This
has simultaneously generated opportunities
for building bridges across participating
organizations and share knowledge for the
common benefit of the target population.
With active support from the Center, the
Sindh Coastal Areas Network (SCAN) was
formally put in place to promote linkages
among member organizations through
workshops, exchange visits, study tours
and regular information sharing. SCAN has
developed into a vibrant community of
development practitioners with growing
networking activities incorporating linkages
wi th  other  deve lopment  sec tor
organizations, prominent R&D institutions
as well as private sector manufacturers and
suppliers dealing in technologies that can
be uti l ized in the program area.

The success of SCAN is another step forward
in the direction of evolving a better
perspective on securing a viable long term
solution for efficient and sustainable
management of the country’s scarce water
resources. With a view to ensuring rapid
inter-PO technology transfer and sharing
lessons learnt in social mobilization, PWMC
is currently working on the establishment
of a national level drought management
network. The Pakistan Drought Management
Network (PDMN) will also provide a forum
to deliberate over policy issues impacting
drought and other water related disasters
at the community level. This is envisioned
to lead to the formulation of a national
drought management policy.

With a view to learning from the experiences
of other water focused and community
driven efforts in poverty alleviation, the
Center plans to organize conferences on the
national, regional and international levels,
engaging the best minds and the very best
of institutions on the subject.

PPAF Water Management Center
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In the meantime, PWMC has continued to
refine program design with more
comprehensive solutions to meeting
community requirements. The Integrated
Water Management Programme (IWMP),
a hybrid of DMPP and all other PWMC
projects, has been initiated with three
projects presently in the implementation
phase in Gilgit, Baltistan and Chitral. In
conformity with the Center’s emphasis on
context relevant solutions to water related
issues, IWMP in these areas has been
adapted to the particularities of the local
terrain. Similar adjustments will be made
when implementing IWM projects to other
areas. The three initiated projects under
this category will collectively include 196
interventions with a total cost of Rs. 169.1
million, 20 percent of which will be
contributed by the communities.
PPAF’s successes in infrastructure
development in marginalized localities with
little access to public services has largely
been a function of its ability to mobilize
and strike effective partnerships with
communities that are made responsible for
providing land and maintenance funds for
all projects, besides sharing in the project
cost. In this way, community ownership is
secured for better post-completion
management of all projects. Not only has
this community centered approach led to
a better decision making structure for
selecting appropriate need based
interventions, it has further allowed PWMC
to avoid the pitfalls emblematic of public
sector water projects including weak
implementation strategies, delays in
procurement leading to cost overruns, and
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a poor maintenance record emanating
naturally from hazards associated with large
centralized bureaucratic structures following
non inclusive development strategies from
the outside.

Strong ties with communities have led to
the successful implementation of 40
Integrated Water Efficient Irrigation (IWEI)
projects. These include a total of 100 sub
projects with an overall cost outlay of
Rs. 148 million, of which 20 percent has
been contributed by communities. IWEI
projects cater to the needs of particular
communities at the village level for better
utilization of water resources for irrigation
through the successful integration of four
to five interventions involving sprinkler/drip
irrigation, water channels, water course
lining, and conduits. IWEI projects have
further benefitted 4,000 households,
minimized water losses, improved yields
and added much needed increments to
household incomes.

In the mountainous regions of Northern
Areas and Chitral, IWEI projects have been
successfully integrated with Micro
Hydroelectric projects. The latter is an
ongoing program initially conceived to
meet household lighting, heating and
cooking needs through sustainable power
generation. In conjunction with IWEI
projects, their scope has been extended to
include initiatives in water efficient irrigation
practices and food processing. The Micro
/ Mini  Hydroelectric projects, both as stand
alone interventions for power generation
and as part of an integrated scheme

PPAF Water Management Center
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including IWEI projects, has further
benefitted 3,000 households in 30 isolated
mountain villages at a cost of Rs. 150
million, with communities bearing 20
percent of the project cost and taking
responsibility for project maintenance.

To date, PWMC led interventions have
benefitted 101,133 households in 1,622
communities across the country (Table 5).
Through its various program windows, the
Center has successfully invested Rs. 734
million for delivering sustainable, need-
based water related infrastructure to
marginalized communities. In the event,
the Center has facilitated in securing
livelihoods, increasing income generating
opportunities and reducing vulnerabilities
to seasonal shocks, while mitigating the
sufferings of the poor living in diverse
circumstances from low-lying flood-prone
coastal areas to water deficient deserts and
mountain communities. Simultaneously,
the Center has taken vital steps in
establishing sector wide linkages, while
init iating discussion to generate,
accumulate, refine and disseminate
knowledge for finding long term solutions
to the country’s escalating water crisis.

Programme Category Number Number of Coverage Beneficiary
of Projects Sub-Projects (Villages) HHs

Drought Mitigation and Preparedness 25 1,130 370 66,000
Integrated Water Management - 196 140 9,406
Sindh Coastal Areas Development - 345 250 18,727
Integrated Water Efficient Irrigation 40 100 100 4,000
Mini/Micro Hydel 25 25 30 3,000
Total 90 1,796 890 103,133

Table 5: Distribution of Projects by Beneficiaries

Figure 15: Distribution of Beneficiary Households
by Province
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Box 3.3: Solar Home Systems*

Villages Arab Soomar and Hussaini Faqir are located in a poverty stricken pocket
of coastal Sindh on the outskirts of Karachi. The 110 households in the two villages
are almost exclusively dependent on off-shore fishing for livelihood support. The
communities face problems similar to the ones faced by the residents of Basti Punj
Khuha (see Box 2.1), with one additional burden: both Arab Soomar and Hussaini
Faqir had no electricity. As a result, the communities were forced to use kerosene
oil and firewood for lighting, which not only carried with it severe health risks but
was contributing directly to environmental degradation and an erosion of limited
incomes.

Keeping in view demands emanating from within the community, it was evident
that PPAF had to prioritize the dire need for household electrification in a way that
is sustainable as well as consistent with the average income level of residents.
Consequently, Indus Earth Trust (IET), one of PPAF’s most progressive partner
organizations, was handed over the task to initiate two pilot Solar Home Systems
(SHS) initiatives.

The pilot projects were based on models designed by two private entities (SMART
Technologies and NUST). These differ only in operational details following project
completion with the maintenance of one pilot being looked after by a group of
three to six households, while the same responsibility being shared by the whole
community in the other instance. The total cost of the two projects was estimated
at Rs. 2.5 million, of which PPAF contributed Rs. 2.3 million while Rs. 0.2 million
was collected by the community.

The projects have directly contributed to household welfare by providing extra
working hours at night which households have utilized for running repairs on boats
and fishing nets. Previously, precious daylight hours were wasted on these activities.
Similarly, women have found more time to engage in productive activities like
embroidery, while there has been a significant reduction in the incidence of snake
bites at night as movement within and around the villages has become much safer.

* Project undertaken by CPI unit of PPAF.
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The Health and Education (H&E) unit
manages PPAF’s Social Sector Development
Programme (SSDP) with the objective of
providing quality healthcare and education
to marginalized communities. In three years
of operations, the unit has facilitated civil
society organizations in establishing a
network of schools and Community Health
Centers (CHCs) where such facilities were
non-existent, in addition to revitalizing
inefficient public sector institutions through
injecting requisite funds, better management
practices and quality teaching services.

Two of SSDP’s three currently operational
projects are being financed by the World
Bank, i.e. the Health and Education
component of Sindh Coastal Area
Development Program (SCAD) and the
geographically more diffused Health and
Education component within PPAF-II. A
third project financed by the Committee
Encouraging Corporate Philanthropy (CECP)
focuses on the rehabilitation of Health and
Education facilities in earthquake affected
areas.

The design of WB financed projects
envisions the development and sustenance
of new health and education facilities in
the private sector as well as the adoption
of poorly managed public sector facilities.
On the other hand, CECP financed project
in the earthquake zone is conceptualized
as a Build, Operate and Transfer (BOT)
model, where PPAF partners and community
organizations jointly manage facilities with
the provincial departments of Health and
Education following their reconstruction

and rehabilitation in the first phase. In the
second phase, which will commence at the
end of the second year of operations, these
facilities will be handed over to the
respected government departments.

All PPAF supported interventions in the
social sector prioritize strict quality control,
long term sustainability and durable linkages
with communities. These objectives become
mutually reinforcing within an inclusive
management framework that underscores
the role of participating communities in
decision making. Consequently, while PPAF
has put in place a comprehensive
monitoring scheme to be strictly regulated
by respective partner organizations, it has
simultaneously encouraged the formation
of community based health and education
management committees with the mandate
to identify gaps in service delivery and
suggest proposals for their redressal.

In many instances, community based health
and education committees, in consultation
with the implementing organization, have
proactively initiated administrative changes
and held staff accountable for digression
from duty. Such an approach has
incrementally led to a culture of
accountability and facilitated partner
organizations in the better management
of a standardized product that is both
contextually relevant and responsive to
community demands.

In FY 2007-08, 13 health committees and
70 education committees were formed in
PPAF supported private sector facilities and
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adopted public sector institutions. Given
the strategic importance attached to these
committees, all PPAF social sector
interventions incorporate a comprehensive
training module designed to equip
community representatives with the skills
required for meeting their responsibilities.
These capacity building exercises have been
shown to pay dividends in terms of yielding
a procedurally efficient and substantively
rich decision making structure at the
community level.

The quality of service delivery is further
ensured through capacity building events
organized for the staff of PPAF supported
schools and CHCs. In the Health sector,
these events cover training in subjects like
hygiene, counseling, mother-child and
reproductive health, balanced diet, family
planning, immunization, communicable
and non-communicable diseases, safe
motherhood and infant care. Similarly,
teachers in PPAF supported schools are
regularly provided with opportunities to
attend subject specific refresher courses.

They are further trained in the development
of child responsive teaching methodologies,
which are complemented by capacity
building sessions in syllabus and classroom
management, lesson planning, development
of teaching material and phonics. In both
sectors, additional training sessions on record
keeping, planning and management issues
are conducted to develop administrative
skills necessary for operational efficiency in
all PPAF sponsored social sector interventions.

In three years, PPAF’s Social Sector
Development Programme has expanded to
include 51 schools and 27 health facilities
in the private sector (Table 6).  Without
exception, all facil ities have been
operationalized in marginalized rural areas.
For instance, PPAF’s financial and technical
assistance to the Marvi Rural Development
Organization (MRDO) has resulted in the
establishment of one CHC and seven
primary schools within isolated communities
inhabiting the arid wastelands of Tharparkar
desert. In other parts of rural Sindh, where
decadent social structures and public apathy
continues to constrain human advancement,
PPAF’s partnership with exemplary
grassroots organizations like AKPBS (Thatta),
IRC (Khairpur, Jamshoro), SAFWCO
(Sanghar), and BRDS (Badin) has played its
part in mitigating vulnerabilities induced
by lack of access to quality health and
education services. Similarly, RCDS, NRSP,
SOS, FPAP and NRDP in rural Punjab, TF
(Bolan, Kachhi) in Baluchistan, and CMDO
in FATA have been actively pursuing similar
objectives as PPAF partners in their respective
project areas.



PPAF — Annual Report 2008 35

Health and Education

In addition to establishing new facilities,
the Social Sector Development Programme
has focused on taking over under-
performing government institutions in the
health and education sectors. In Punjab
alone, the unit has facilitated partner
organizations in adopting 61 government
schools where quality of infrastructure and
teaching has verifiably improved. Of these,
55 government schools have been adopted
in Mianwali, Rahimyar Khan, and
Bahawalpur districts. The latter two districts
are amongst the most educationally
deprived areas of the province in terms of
indicators such as adult illiteracy, children
out of school and gender disparities in
educational attainment.

Perhaps never in the country’s history has a
region suffered so much in so little time
than the earthquake affected zone in AJK
and Northern NWFP. As part of PPAF’s multi-
pronged response to the calamity,
reconstruction and rehabilitation of the
region’s health and educational infrastructure
was considered vital for long-term revival of

affected communities. With financial support
from CECP, which awarded PPAF US$ 12
million from its South Asia Earthquake Relief
Fund (SAERF), the task of reconstructing
sixteen facilities – two primary and three
high schools for girls, three primary and two
high schools for boys, two rural health
centers and four basic health units – was
initiated in March 2007.

By the end of the current financial year,
three facilities have been completed while
work on 13 is under progress under the
CECP financed project. The three
implementing partner organizations have
unfailingly adhered to the notion of building
back better and worked tirelessly to develop
state-of-the-art institutions equipped with
requisite equipment and facilities for quality
service delivery. CHCs have labor rooms,
pharmacies, laboratories, facilities for safe
delivery and quality OPD services, while
schools are equipped with physics,
chemistry, and biology laboratories,
computers, tuck shops, playgrounds and
other recreation facilities.

Table 6: Social Sector Interventions by Province

Schools CHC/BHU/RHC
Pvt. Sector Public Sector Pvt. Sector Public Sector

Punjab 18 61 9 -
NWFP 2 6 7 3
Sindh 24 18 5 2
Baluchistan 2 - - 2
FATA 5 - 2 -
AJK - 6 - 4
NA - - 4 -
Total 51 91 27 11
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With the increasing number of adopted
schools, the share of students benefitting
from PPAF sponsored educat ion
interventions have increased more rapidly
in the public sector (Figure 16). As of June
2008, 3,627 girls and 2,682 boys were
enrolled in PPAF sponsored private sector
schools, while another 6,576 girls and
7,000 boys were enrolled in PPAF sponsored
public sector schools (Figure 17).

In the health sector, PPAF’s targeting
strategy has been designed to address the
widespread gender disparity in access to
health facilities, which is particularly acute
in rural areas where PPAF health
interventions are located. Approximately
two-third beneficiaries of all PPAF health
sector interventions in the reporting period
were women (and girls). Additionally, the
trend is consistent across all regions and
provinces of the country (Figure 18).

With rural areas of Punjab and NWFP
accounting for majority of PPAF health
interventions, the number of OPD and
maternal care beneficiaries is mostly
concentrated in these regions (Figure 19).
However, rural Sindh and Baluchistan,
where vulnerability to disease is higher in
comparison to other regions, account for
approximately 65 percent of the nearly
18,900 vaccinations administered during
the current financial year.

By the end of the reporting year, H&E unit
has cumulatively sanctioned disbursements
of over Rs. 190 million in the education

Figure 17: Distribution of Students by Gender
and School Type (as of June 2008)
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sector through 12 partner organizations
and approximately Rs. 121 million through
14 partner organizations in the health
sector under funding made available by
the World Bank. Similarly, another Rs. 13.6
million has been sanctioned under CECP
funds for the effective operationalization
of reconstructed health and education
facilities in earthquake affected areas. The
total enrollment in PPAF schools stood at
19,885 (Girls 10,203; Boys 9,682) on June
30, 2008, while PPAF supported health
sector interventions have collectively
managed approximately 173,558 OPD cases

and 15,056 cases of maternal care in the
reporting year.

Concerted investments in human capital are
significantly correlated with less income
inequality and even lesser vulnerability to
health and employment shocks in the long
run. By striving to rectify regional and gender
disparities in access to quality health and
education services, PPAF’s Social Sector
Development Programme targets long term
welfare of participating communities through
tangible returns associated with greater
educational opportunities and good health.

Punjab BaluchistanNWFP Others

Figure 18: Healthcare Beneficiaries by Gender and Province (FY 2007-08)
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Figure 19: Healthcare Beneficiaries by Province and Treatment Category  (FY 2007-08)
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With the mandate to build institutional
and human resource capacities of
participating communities and civil society
organizations, Human and Institutional
Deve lopment uni t  i s  p ivota l  to
inst i tut ional izat ion of grassroots
participatory development at the national
level. Its multi-faceted operations have
yielded a sustainable service delivery
framework with exhaustive scope for
upscaling, replication and the successful
experimentation of newer products, while
simultaneously increasing leveraging
capacity of partner organizations for
maintaining diversified portfolios with
multiple funding options.

During the reporting period, the unit
approved funds worth approximately Rs.
472 million to partner organizations in
support of their credit operations.
Approximately Rs. 343 million (72.7 percent)
of the above funds were sanctioned for
supporting institutional requirements
including recurring and non-recurring
expenses of partner organizations, while
approximately Rs. 129 million (27.3 percent)
were provisioned for meeting training needs
of PO staff and participating communities.

The unit has remained committed to the
development of a skilled human resource
base necessary for supporting higher levels
of growth in the sector. For this purpose,
regular training sessions are conducted for
participating communities and staff of
partner organizations. During the current
financial year, 67,628 community members,

including 24,459 women, were trained
with PPAF financial and technical support
in fields ranging from agricultural and
livestock management to enterprise
development and vocational skills (Figure
20). Similarly, 3,497 staff members from
partner organizations attended PPAF
supported training sessions on diverse
subjects including community mobilization,
c red i t  appra i sa l ,  loan port fo l io
management, delinquency management
and interest rate setting (Figure 21).

These achievements have been made
possible by the unit’s emphasis on diverting

Figure 21: Annual PO Staff Training Beneficiaries
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under this head increased from 20 percent
of all capacity building funds in support of
POs microcredit operations in FY 2006-07
to 28 percent in FY 2007-08 (Figure 22).

The unit has further designed specific
programs to meet the sector’s growing
appetite for enterprising young individuals,
while simultaneously enabling partner
organizations to achieve expected growth
targets on a sustainable basis. For instance,
the unit runs a Junior Professionals (JP)
program, which provides funds to partner
organizations for training university
graduates, who can be inducted at junior
posts following a training period of six
months with the partner organization. The
program involves a three months
attachment period with a partner
organization following one month of
intensive training at HID Center housed
within the unit. Similarly, IFAD-funded
Young Professionals Scheme (YPS) will
provide young people from poor rural
households the opportunity to join PPAF’s
current internship program, with the
additional provision for supporting a further
eight months attachment with a partner
organization on the latter’s request.

During the reporting period, 2 batches
comprising 24 internees completed the
internship program, while a total of 37 JPs
successfully completed their training with
partner organizations. Similarly, under the
Young Professionals Scheme, 2 batches
constituting 26 Young Professionals have
completed training with PPAF.  Under YPS,
96 men and women will be trained in four

substantial funds for activities geared
towards building human capital. Substantial
time and energy is invested in designing
appropriate training modules matching the
capacities and requirements of communities
and staff of partner organizations. Given
PPAF’s commitment to building human
resource base at grassroots, the quantum
of funding for staff and community training
programmes has increased from Rs. 76.9
million in FY 2006-07 to approximately Rs.
131.9 million in the current financial year.
Additionally, financial resources allocated

Figure 22: Annual HID Grant by CB Category
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years, with 15 young professionals
graduating for additional 8 months
attachment period with POs. Together,
these programmes are set to relieve partner
organizations burdened by a high turnover
rate that has accompanied exponential
growth in the sector.

Having played a central role in this growth,
PPAF continues to strive for consolidating
the gains, particularly in rural areas where
most of the country’s poor are located. For
this purpose, HID unit, in coordination with
CED unit, is in the process of implementing
US$ 6.3 million IFAD-financed Young
Partners Programme (YPP). In addition to
the Young Professionals Scheme, YPP
constitutes two further initiatives designed
to enhance PPAF’s ability in developing new
microfinance institutions in rural areas: The
Young Partner Development Initiative (YPDI)
facilitates new or existing partner
organizations in setting up sustainable rural
finance operations through provisioning
funds for on-lending and institutional
support covering staff/client training,
systems development, capital and operating
costs; while The International Linkage
Partner Initiative (ILPI) provides young
enterprising individuals the opportunity to
get hands-on training experience with a
renowned regional Microfinance Institution
and facilitates them in setting up rural finance
operations – Linkage Partner Organizations
(LPOs) – operating as independent MFIs
eligible to become full time PPAF partner
organizations.

PPAF’s commitment to develop new partner

organizations through sufficient levels of
grant funding for operational support is part
of a long term investment aimed at ensuring
sustainable delivery of financial services to
the poor. As many partner organizations
have attained maturity, achieving sustainable
or near sustainable operational capacity with
increased outreach and a large outstanding
portfolio, PPAF’s operational support has
declined. This decrease has been significant
with the percentage of grant funding in
support of microcredit operations declining
from 31.8 percent of disbursed microcredit
funds in FY 2001-02 to 12.9 percent in FY
2004-05 to a low of 4.9 percent in the
current financial year.

This unprecedented decrease has largely
been a function of reduced capacity building
support – as percentage of disbursed
microcredit funds – to large POs with better
resource mobilization potential, deeper
outreach and multiple donor options. For
instance, although Rural Support
Programmes (RSPs) have accounted for
approximately 60 percent of all annual PPAF
capacity building grants in support of
microcredit operations in the last three
years, their collective ratio of capacity
building grants to disbursed microcredit
funds has declined significantly from 11
percent in FY 2005-06 to 9 percent in FY
2006-07 to a low of approximately 5
percent in FY 2007-08 (Figures 23 & 24).
Similar ratio for Microfinance Institutions
(MFIs) with more competitive structures for
income generation has also declined from
4.8 percent in FY 2005-06 to approximately
1 percent in the current financial year.
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The cumulative effect of these trends has
caused annual HID disbursements to decline
in comparison to the previous financial year
for the first time in five years (Figure 25).
This decline is largely driven by significant
changes in PPAF’s disbursement pattern to
larger POs from amongst the RSPs and
MFIs, which collectively account for 84
percent of PPAF’s microcredit funds in the
current financial year, and reflects a definite
push towards the progressive achievement
of a sustainable microcredit delivery
framework in the sector.

The unit is geared towards consolidating
the above achievements through helping
small and medium sized service providers
in attaining similar levels of sustainability.
For this purpose, the unit keeps close
linkages with partner organizations to
strategize and monitor their progress on a
regular basis, in addition to appraising their
needs and capacities for ensuring
appropriate levels of funding. During the
reporting period, 13 monitoring/follow-up
visits and 26 appraisal visits were conducted
to different partner organizations.  Smaller
partner organizations have particularly
gained from the unit’s technical support
in the development of efficient systems for
securing clear and transparent policies and
procedures, in addition to benefitting from
the unit’s emphasis on building efficient
and object-oriented Management
Information Systems.

While regular spot checks of selected
training events have ensured the quality of
PPAF sponsored training events, the unit

Figure 25: Annual HID Disbursements
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has further put in place a continuous
feedback mechanism to assess the
relevance, efficacy and impact of its training
programmes. During the reporting period,
follow-up of 2,774 community training
beneficiaries was carried out to identify
gaps and develop appropriate safeguards
for future capacity building exercises.

As the sector expands further to include a
proliferation of service providers at the
grassroots, the unit is well set to take on
future challenges for the benefit of the
poor who will need continuous access to
a range of financial and technical services.

Box 5.1: Citi-PPAF Microentrepreneurship Awards 2007

The HID unit, having successfully arranged three previous editions of Citi-PPAF
Microentrepreneurship Awards, was once again entrusted with the responsibility
of organizing the 2007 event. Awarded by an independent jury, the Citi-PPAF
Microentrepreneurship Awards are held each year to raise awareness, promote
microfinance as a means for poverty alleviation and highlight best practices in the
sector by celebrating the achievements of successful entrepreneurs.

This year, 16 organizations were finally short listed for awards: (1) TRDP (2) Help
In Need (3) CSC (4) CWCD (5) Kashf Foundation (6) Save the Poor (7) NRSP
(8) Swabi Women Welfare Society (9) First Microfinance Bank (10) OPD (11) OWPRA
(12) Shah Abdul Latif Bhitaee Welfare Society (13) Narowal Rural Development
Program (14) SAFWCO (15) Khushali Bank, and (16) Orix Leasing Pakistan (Pvt) Ltd.

A total of 20 entrepreneurs, along with their respective credit officers, were chosen
by an independent and eminent panel of judges from a long list of case studies
received from across the country. Out of the 20 selected entrepreneurs, 12 were
women (see table below). Rs. 1,310,000 were awarded to 20 loan beneficiary
entrepreneurs while Rs. 340,000 were awarded to 20 loan officers.

Category Punjab Sindh NWFP Baluchistan Total
Rural Male 1 1 1 - 3
Rural Female 2 1 2 - 5
Urban Male 2 2 1 - 5
Urban Female 5 1 - 1 7
Total 10 5 4 1 20
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Poverty in Pakistan has a pronounced
gender dimension manifest in all welfare
indicators including access to healthcare,
education, and labor markets. Even greater
gender disparities are latent at the
household level in terms of asset ownership
and the power to take independent
decisions. No poverty alleviation strategy
can succeed without addressing these deep-
rooted asymmetries, which are particularly
acute at the lower rungs of the welfare
ladder.

As the largest source of development
finance, PPAF is committed to addressing
the prevailing gender biases through
making gender concerns an intrinsic part
of project design and implementation. The
eligibility criteria for partner organizations
encourage women participation at all stages
of the project cycle. Additionally, partner
organizations are required to design services
for the benefit of women in all areas of
partnership with PPAF including microcredit,
rural infrastructure and capacity building.

As a natural corollary of PPAF’s commitment
to addressing gender asymmetries, the
collection of gender disaggregated data is
prioritized for prospective program
evaluation and impact exercises with an
eye on plugging possible gaps in service
delivery. Consequently, all partner

organizations are bound by mutually agreed
upon implementation plans to submit
gender disaggregated data for all PPAF
supported interventions.

During the current financial year, PPAF
formally set up an in-house gender focal
point with the mandate to conduct a
comprehensive policy review from a gender
perspective. In the first phase, PPAF’s own
policies and procedures were thoroughly
scrutinized, resulting in a draft gender policy
that will be presented before the Board for
approval following consultation with all
stakeholders.

Moving beyond the positive approach to
gender mainstreaming that the review
found to be largely present within the
institutional and policy framework of PPAF,
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a number of areas were identified where,
given the organization’s potential to
influence the development agenda at the
national level, a lot can still be accomplished.
For instance, in its position as the premier
source of funding for civil society
organizations, PPAF can leverage a higher
level of women participation by facilitating
partner organizations in the development
of newer products that can effectively
address the practical and strategic needs
of women.

The IFAD funded Innovation and Outreach
(I&O) facility for delivering innovative and
need based financial products to the poor
aims at achieving the above objective by
requiring partner organizations to develop
a gender strategy as a necessary condition.
PPAF has subsequently worked with partner
organizations to develop such strategies.
For this purpose, two consultative
workshops have already been organized in
Karachi and Quetta respectively, with similar
activities being planned for other partners
as well.

More importantly, there is a paramount
need to sensitize development practitioners
at the national level. Gender mainstreaming
is not possible unless it is instilled within
the very organizational ethos and thinking
patterns of institutions, even of those with
a professedly concentrated focus on women
welfare. Central to this is the problem of
comprehending the full scope of gender
constructs, which also includes a thorough
knowledge of all relevant themes, issues,
terms and concepts. To address these

concerns, PPAF took the lead in organizing
a workshop on gender sensitization for its
staff, providing the latter with an
opportunity to asses and articulate gender
concerns through experience sharing and
debate. Facilitated by an internationally
renowned trainer and a leading activist on
women rights, the workshop went a long
way in preparing grounds for arriving at a
common understanding of the issues
surrounding ‘gender’.

Conceptually, PPAF’s understanding of
poverty has evolved over the years to
incorporate and address both vertical
inequalities based on degrees of income
and consumption levels, as well as
horizontal inequalities induced by an
inherent structural bias toward particular
classes or groups of individuals. Such an
ideational progression has allowed PPAF to
include gender as an intrinsic part of a
more holistic poverty alleviation strategy
with better prospects of meeting future
challenges.
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The Reconstruction and Rehabilitation (R&R)
unit was established to facilitate PPAF’s role
in earthquake affected areas with the
mandate to lead the reconstruction effort
in 34 union councils of Azad Jammu and
Kashmir and northern NWFP. In addition to
the reconstruction of seismically-safe housing
units, substantive components including
capacity building, livelihoods restoration,
reconstruction of non-housing infrastructure
and focused interventions for people with
disabilities were built into the program as
a holistic and inclusive long term solution
to reviving lives and livelihoods. The PPAF
effort was supported with generous
contributions from the donor community
including the World Bank, KfW, IFAD and
CECP.

With an overall financial outlay of US$ 298
million, the R&R Project is the largest private
sector reconstruction and rehabilitation
project of its kind in the earthquake affected

region with housing reconstruction
accounting for US$ 227.2 million (76
percent) of the funds (Table 7). Another
approximately US$ 32 million was allocated
for the reconstruction of non-housing
infrastructure, including schools, rural health
centers, community centers, drinking water
supply schemes, link roads and sanitation
facilities. Additionally, a sum of US$ 3
million was set aside for provisioning
livestock assets to vulnerable households,
while another US$ 5 million was allocated
for the rehabilitation of Persons with
Disabilities (PWDs).

For effective implementation of the R&R
Project, PPAF selected and assigned
responsibilities to six partner organizations
on the basis of clearly laid out criteria
prioritizing organizational capacity and pre-
earthquake operational presence in the
region. Accordingly, National Rural Support
Programme (NRSP) in AJK and the Sarhad

Table 7:   PPAF Donor-wise Allocation of Funds (US$ millions)

WB IFAD KFW CECP Total
Housing Reconstruction 198 17.51 11.67 - 227.18
Small Scale Physical Infrastructure 16 1.67 .75 - 18.42
Community Buildings 4 - - - 4
Community Health Centers - - - 3.27 3.27
Rural Health Center - - - 1.29 1.29
Schools - - - 4.76 4.76
Livestock Assets - 3 - - 3
Operational and Training Support (PPAF) 5 0.72 0.86 - 6.58
Operational and Training Support (POs) 15 1.9 1.42 1.39 19.71
Consultancy - - 0.6 0.37 0.97
Contingencies - 1.57 1.5 0.93 4
Disability Project 5 - - - 5
Total 243 26.37 16.8 12 298.17
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Rural Support Programme (SRSP) in NWFP
were assigned larger project areas than the
other four partner organizations, i.e., Islamic
Relief (IR), Sungi Development Foundation,
Omar Asghar Khan Development
Foundation (OAKDF) and Women Welfare
Organization-Poonch (WWOP).

The share of funds subsequently allocated
to each partner organization was in
accordance with the geographical spread
and extent of damage recorded in their
respective project areas. To date, PPAF has
cumulatively disbursed Rs. 14.5 billion to

partner organizations as grants for
reconstructing damaged housing and non-
housing infrastructure, in addition to
incremental grants for meeting operational
and capacity building requirements (Table
8). Out of the overall disbursement of
approximately Rupees 13 billion for housing
reconstruction, PPAF partner organizations
have successfully transferred over Rs. 11.8
billion to 120,608 affected households by
the end of the reporting period (Table 9).

Table 8:   Distribution of Grant Funds amongst POs (As of June 30, 2008)

Geographical Housing Infrastructure Health and Operational & Total
Area Training Grant* (Rs. million)

SRSP 15 UCs (NWFP) 5,849.35 243.15 - 364.37 6,456.87
NRSP 12 UCs (AJK) 4,624.95 51.77 44.06 183.10 4,903.89
IR 4 UCs   (AJK) 1,498.55 15.36 - 80.90 1,594.81
SUNGI 2 UCs   (NWFP) 579.88 40.58 - 43.59 664.05
OAKDF 1 UC     (AJK) 506.33 11.78 - 31.75 549.86
WWOP 1 Rev. Village (AJK) 49.40 41.13 - 9.07 99.61
MGPO - - 135.79 - 135.79
CUP - - 66.39 - 66.39
Total 13,108.46 403.78 246.24 712.77 14,471.25

* This does not include Rupees 16.572 million in additional costs disbursed for fulfilling training requirements in the affected
areas, e.g. Disaster Management Trainings, GSPs, etc.

Table 9:   Distribution to Beneficiary Households - PPAF Housing Grants (As of June 30, 2008)

Processed Cases Disbursement to Affectees 
CD PD Total (Rs. million)

SRSP 55,475 4,288 59,763 5,573.60
NRSP 35,055 1,925 36,980 3,997.18
IR      11,995 258 12,253 1,247.00
SUNGI 4,124 2,311 6,435 516.43
OAKDF 3,539      1,170        4,709 392.15
WWOP          346        122          468 40.75
Total   110,534   10,074   120,608 11,767.10
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The process of transferring funds to
communities was initiated following a
comprehensive damage assessment exercise
carried out by Social Mobilization Teams
in 34 union councils assigned to PPAF.
Without dedication and resourcefulness of
the 110 SMTs, which worked in adverse
terrain and circumstances to meet
challenging targets, the PPAF R&R Project
could never have been as successful. Prior
to damage assessment, SMT personnel
were provided extensive training for
familiarization with local housing structures
and construction models, in addition to
developing their skills for conducting
effective damage assessment.

In all, over 122,000 housing structures
were successfully documented for
prospective funds allocation with SMTs
following a standard criterion, placing each
assessed house into one of three categories:
Completely Damaged (CD), Partially
Damaged (PD) and Non-structural Damage
(NSD). The subsequent transfer of funds
followed guidelines issued by Earthquake
Reconstruction and Rehabilitation Authority
(ERRA), with a single installment of Rs.
50,000 for each household with a partially
damaged housing structure and Rs.
150,000 for each household with a
completely damaged housing structure.
For the latter category, funds were
transferred in three installments of Rs.
75,000, Rs. 25,000 and Rs. 50,000 each
at  d i f fe rent  s tages  of  hous ing
reconstruction, following spot checks by

qualified engineers ensuring adherence to
pre-defined construction designs. By the
end of the reporting period, PPAF partner
organizations have successfully transferred
single installment of Rs. 50,000 to over
10,000 households with partially damaged
housing structures, while 110,534
households with completely damaged
housing structures have received one to
three installments from Rs. 150,000
allocated to each household in this category.

In order to meet the challenge of building
seismical ly-safe housing units,  a
comprehensive training and awareness
program had to be launched simultaneously
for staff of partner organizations and within
affected communities. A Training of Trainers
(TOT) program was initially arranged for
indigenous skilled labor, who were
subsequently hired to assist SMTs in training
sessions conducted for local craftsmen. The
latter sessions were conducted by SMTs
operating as Craftsmen Training Units
(CTUs). While one SMT in each union
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council operated as a CTU, others
functioned as Mobile Training Teams (MTTs)
with responsibility of orienting house
owners in earthquake resistant techniques
at their doorstep. These orientation sessions
were attended by groups of 50 to 100
community members at the village level.
The over 2,100 community sessions
conducted by MTTs to date have been
decisive in spreading awareness as well as
readiness to strictly follow earthquake
resistant construction codes and designs.
In view of these achievements, ERRA
requested PPAF to take over the Housing
Reconstruction Center, previously run by
GTZ, for a period of one year. The Center
provides technical training and support to
PPAF’s implementing partners in the 34
UCs in addition to disseminating
information on safe housing reconstruction
to communities.

The World Bank has conferred the
prestigious “Golden Plough Award” to its
team for effective and innovative supervision

of PPAF’s R&R Project. PPAF Task Team
Leader in the World Bank, Qazi Azmat Isa,
received the award at an impressive
ceremony during Sustainable Development
Network (SDN) Week at the World Bank
headquarters in Washington. This close
supervision has enabled PPAF to consistently
receive ‘highest’ ratings from the World
Bank.

The above effort has enhanced competencies
for meeting future crises at the grassroots,
while helping build knowledge base in
disaster management at national level.
Simultaneously, R&R interventions have
created jobs, increased income levels and
facilitated restoration of livelihoods on a
sustainable basis. Under IFAD-financed
Restoration of Earthquake affected
Communities and Households (REACH)
project, US$ 3 million have been allocated
for building livestock assets for 4,000 poor
households through provisioning of one
‘basic livestock unit’ equivalent to one
female cattle\buffalo or a basic herd of
sheep and goats of similar value. Under
this project, the needs of households that
are amongst the most vulnerable including
widows, orphans, elderly and the disabled
have been granted careful consideration in
the project design. This is manifested in
the distribution of livestock assets, as well
as in the development of participatory
Community Action Plans (CAPs) for assisting
vulnerable households during housing
reconstruction. Additionally, the World Bank
financed Disability Project seeks to improve
quality of life for persons with disabilities
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and their families through targeted
interventions ensuring better mobility,
improved health and increased participation
in community life. The project is designed
to support a whole range of activities from
raising community awareness and
provisioning quality rehabilitative services
to sensitization and capacity building
programs aimed at project staff,
communities and service providers.

R&R Project was a monumental undertaking,
posing severe challenges at different levels.
Every household in the 34 UCs assigned to
PPAF had to be documented and level of
damage ascertained, while large number of
grievance cases inevitably emanating from
policy decisions taken at official level had to
be expeditiously processed. Every new house
constructed had to be checked for
compliance with guidelines issued for
ensuring resistance to possible future
earthquakes. For this purpose, extensive
capacity building programs had to be run
for project staff, artisans and communities,
while all this had to be accomplished at a
reasonable pace in adverse weather and
topographical conditions. The reconstruction
of seismically-safe housing units was only
part of the challenge. For a comprehensive
and inclusive rehabilitation process to take
root, grounds had to be prepared for
sustainable livelihoods, with particular focus
on the poor and vulnerable.

Given the magnitude of the disaster and
scope of project, the cumulative success

achieved by the unit has further strengthened
PPAF’s faith in commitment, dedication and
abilities of its staff and in the idea that given
a minimum level of support, there is nothing
that organized communities cannot achieve
on their own, irrespective of the depth and
scale of the disaster. As R&R Project draws
near its end, PPAF and its partners stand
taller with greater experience and capacity
in disaster management, while participating
communities have been capacitated to
withstand future challenges with better
resolve and self assurance.
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The Evaluation, Research and Development
(ERD) unit supports PPAF operations
through collecting, consolidating, analyzing
and disseminating information on PPAF
interventions to all stakeholders, including
PPAF Board of Directors, Government of
Pakistan, donors, and the civil society.
Additionally, the unit has the important
responsibility of measuring and quantifying
the poverty impact of PPAF interventions.

As a primary source of information for all
stakeholders, the Quarterly Progress Reports
(QPRs) monitor and document PPAF
program activities and progress on a regular
basis. The unit diligently compiles these
reports through aggregating quarterly
progress data received from the network
of PPAF POs. With a view to further
streamline the data collection and reporting
process, the unit is currently implementing
a web-based data acquisition and reporting
system to expedite the process of data
collection and information dissemination.
This will enable POs to submit data in real
time through a centralized database
application. During the reporting period,
two data entry modules, one each for
PPAF’s credit and infrastructure operations,
were successfully tested. The system further
has the capacity to generate a variety of
analytical reports with flexibility and
precision.

During the current financial year, ERD
organized two training sessions for PO staff
as a step towards institutionalization of the
system at PO level. A comprehensive training

session was organized in Lahore for staff
of 17 POs located in the region, while a
second training event was organized in
Hyderabad for POs based in Sindh. Prior to
formal implementation, similar training
events are planned for remaining PPAF POs
in the next financial year.

Simultaneously, ERD accelerated efforts for
collecting baseline socio-economic profiles
of beneficiary communities for prospective
impact assessment of PPAF sponsored
interventions. During the reporting period,
baseline studies were completed for CPI
conventional projects in Punjab, Sindh and
Azad Jammu and Kashmir on the basis of
a representative sample of 1,400 beneficiary
and comparable non-benef ic iary
households (Box 8.1).  This was followed
by a baseline survey of Integrated Area
Upgradation Projects comprising 582
households in Punjab and NWFP. Similarly,
baseline data on 160 sampled households
in two project and non-project villages was
collected for PPAF’s Solar Lights Pilot Project
outside Karachi, while 347 and 340 sampled
households each were enumerated as part
of baseline surveys for PPAF financed SCAD
program and DMPP, respectively, in districts
Thatta, Badin, Khipro and Loralai.

The process was further expanded to
include PPAF’s Social Sector Development
Programme. For this purpose, one PPAF
financed health facility, two adopted public
sector schools and 2 new PPAF supported
community schools were selected in district
Narowal, Punjab. A set of three different
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tools were developed in-house for collecting
relevant information on three levels – facility,
teachers and students. In addition, simple
tests were administered to students of
classes 4, 7 and 9 to establish academic
performance benchmarks and assess the
quality of education imparted at these
facilities. Separate survey tools were
developed in-house to collect information
at the health facility level.

To complement the above efforts, ERD also
outsourced important research work to
credible institutions and agencies. During
the reporting year, the unit worked with
Innovative Development Strategies (IDS),
which was selected to conduct a study on
the Cost of Delivery of PPAF Development
Interventions. The study will help in
determining the cost effectiveness of PPAF’s
development interventions, while
ascertaining PO efficiency in the delivery of
financial and non-financial services to the
poor.

In order to perform its role more effectively,
the unit continually strives to further
enhance and update its capabilities and
knowledge for carrying out sophisticated
and rigorous impact analysis exercises.
During the reporting period, ERD unit staff
attended a week long training course on
“Impact Evaluation” organized by the
Pakistan Institute of Development
Economics (PIDE) in collaboration with the
World Bank Institute, while individual staff
members attended training courses in
relevant areas of research at renowned
institutions.

Through its efforts to comprehend linkages
between poverty alleviation and PPAF
interventions, the unit has played an
important role in the organization’s
evolution into a credible resource for
participatory grassroots development. In
years to come, the unit’s inputs will continue
to inform decision making for effective
policy implementation and poverty targeting
at the community level.
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Box 8.1: Baselines of conventional infrastructure projects

The ERD unit carried out a comprehensive baseline study of CPI conventional
schemes across the country. Household and village level data drawn from a
representative sample from Punjab, Sindh and Azad Jammu & Kashmir was collected
for the purpose of impact assessment of infrastructure projects in the future. Data
collection in Balochistan and NWFP could not be initiated due to the prevailing law
and order situation. Information was collected on socio-economic attributes from
over 1400 households across three provinces. For each of the 51 (42%) sampled
ongoing schemes selected from a universe of 119 PPAF supported schemes in these
areas, baseline information was collected from 10 beneficiary households (treatment
group) and 5 comparable non-beneficiary households (control group) in nearby
localities with no similar intervention.

Baseline survey of CPI conventional schemes

Province Districts Households
Treatment Control

Punjab Attock 87 15
Kasur 40 22
Khushab 32 15
Lodhran 77 34
Mianwali 70 35
Nankana 64 31
Rahim Yar Khan 29 16
Sheikhupura 41 19

Sindh Sanghar 110 40
Sukkur 40 20
Naushero Feroze 50 25
Ghotki 72 32
Tharparkar 40 20
Umerkot 10 5

AJK Bagh 110 28
Kotli 77 21
Poonch 55 9
Sudhnoti 19 1

Total 18 1,023 388
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With the responsibility to deliver PPAF’s
message to the world, the Media and
Communication (M&C) unit strives to build
broad-based support for the organization’s
mission through communication of its
objectives and activities. For the effective
realization of its objectives, the M&C unit
has successfully developed synergies with
mainstream media, which has come to
recognize PPAF’s defining role in positively
affecting the lives of millions across Pakistan.

Following a well-defined plan of action,
the unit has, over the years, used a full
scope of media strategies, tools and
products for voicing disempowered
communities. With the view to highlighting
PPAF’s work and helping to mainstream
poor communities through focused media
attention, the unit has, among other things,
arranged immersion visits for journalists
from print and electronic media. During
the reporting period, such immersion visits
were carried out to four PPAF project areas
in the interior of Punjab and Sindh provinces
(See Box 9.1).

Additionally, the unit has focused on
educating a wider audience through
leveraging its partnership with mainstream
media. This is evident from regular
publication of news items and feature
articles in leading newspapers highliting
PPAF vision in special documentaries and
interviews of PPAF core staff on popular
news and entertainment channels.

Moving beyond its role of spreading

awareness and mobilizing support for
PPAF’s mission, the unit has contributed to
the literature on the scope and potential
of grassroots development in a number of
important ways. In addition to the regular
publication and dissemination of reports,
brochures, manuals, flyers and fact sheets
highlighting different facets of PPAF activities
and interventions, the unit prepares case
studies to analyze the latter’s impact on
individual beneficiaries and communities.
The quarterly publication of PPAF’s
newsletter, Povertyline, has further met the
task of keeping all stakeholders abreast of
the organization’s multi faceted activities.

During the reporting period, the M&C unit
designed and printed special flyers
showcasing traditional artifacts prepared
by PPAF beneficiaries for display in South
Asia Rural Livelihood Workshop and
Exhibition in Colombo, Sri Lanka. PPAF
showcased its experience in forging
partnerships between commercial and
community organizations at the workshop
– “Making Markets Work for the Poor” –
aimed at shar ing experiences in
private\public sector partnerships with the
rural poor, while exploring the potential of
a market-based approach to generating
sustainable income opportunities. Within
this context, the workshop investigated
various approaches that have enabled
community organizations to become viable
partners and clients with commercial agri-
business franchises, financial services, public
distribution and social protection schemes.
The workshop facilitated exchange of ideas
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emerging in different contexts across the
region with potential for effective replication
in other locations.

The workshop lasted for three days, which
included two days of focused presentations,
panel discussions and a Livelihood Exhibit
Session, followed by a day-long visit to
community projects. A panel of successful
business leaders from the commercial sector
and CEOs from development sector
including CE/MD of PPAF were invited to
share their achievements and approaches
on the subject. The M&C unit designed a
special set of panaflexes and flyers for the
occasion, in addition to establishing a booth
for exhibiting indigenous handicrafts
prepared by PPAF beneficiaries from across
the country. The PPAF booth won acclaims
and attracted huge crowds from amongst
visitors and workshop participants.

In its role as a support unit, the M&C unit
is called upon to complement the work of
other units on a regular basis. In this
capacity, the unit’s work in support of PPAF

led operations in earthquake affected areas
deserves special mention. The unit’s
persuasive media campaign underscoring
the dangers of noncompliance with
construction guidelines issued by the
Ear thquake  Recons t ruc t ion  and
Rehabilitation Authority (ERRA) helped
reduce the incidence of unsafe construction
practices and materials, making life easier
for PPAF’s Reconstruction and Rehabilitation
 unit and potentially saving precious lives
from future incidents.

Similarly, the unit contributes to the success
of all PPAF sponsored workshops, seminars,
and ceremonies by providing the necessary
media coverage and designing/printing all
relevant brochures, leaflets and other
support materials.

The M&C unit has contributed towards
carrying forward PPAF’s objective of
mainstreaming poor communities by
successfully building on the achievements
of PPAF’s operational units. In continuing
to present the transformation to a global
audience, the unit hopes to do justice to
PPAF’s role as a change agent.
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Not only do immersion visits for journalists provide them insight into PPAF’s
work, they helped in deconstructing urban perspectives on the rural condition
in general and on rural development in particular. Deep-rooted stereotypes
on prospects of rural development and ways in which it can be achieved are
shaken. Prominent amongst these stereotypes are beliefs that meaningful
rural development is only possible with massive injection of public funds; that
the lack of good education terminally incapacitates rural communities from
driving the development process from below on a self-help basis; and that
the very hierarchical and deeply stratified rural social structure promotes a
value system that perpetually blocks initiative. While there might be a grain
of truth in each of these propositions, the immersion visits teach journalists
that for the rural condition to improve, drastic changes in neither of the above
factors are necessarily a prerequisite.

During their immersion visits to Soan Valley (District Khushab, Punjab), Dhok
Tabarak Shaheed and Sereh on the outskirts of Islamabad and to Khan
Mohammad Rajar, a 120-year-old village in District Sanghar, Sindh, the urban
perspective of journalists was jolted. There was a recognition that poor rural
communities can organize and take initiatives despite the lack of education
and the ubiquitous chains usually associated with the idiosyncrasies of rural
hierarchy. Equally important was the realization that rural lives can be positively
affected even in the absence of massive government involvement. In village
Khan Mohammad Rajar, for instance, media representatives learnt how with
nominal outside assistance, one local community has organized to change
their lives by effectively utilizing PPAF funds to build a viable and efficient drip
irrigation system for cultivating 17 hectares of hitherto unproductive land,
enhancing their coping capacities and impacting a range of socio-economic
indicators. They also learnt how the same community has managed to develop
sustainable access to safe drinking water through the innovative utilization
of renewable energy sources. For journalists, it was a lifetime experience
inducing a fresh perspective on the rural condition and how it could be
transformed. For PPAF, it was another step closer to changing mindsets.

Media and Communication
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The Human Resource, Procurement and
Administration unit works to ensure high
professional standards in the management
of PPAF’s human and physical resources.
The unit’s three wings are committed to
running a well-coordinated operation for
p r o m o t i n g  o r g a n i z a t i o n a l  a n d
administrative efficiency through the entire
spectrum of relevant activities ranging from
human resource management to logistical
support, procurement of goods and
services, as well as the upgradation and
maintenance of facilities.

The Human Resource wing follows the
unit’s objective of maximizing organizational
potential through concerted investments
in human capital. For this purpose, quality
training opportunities in renowned national
and international institutions are availed
for enhancing skills and competencies of
PPAF staff. During the financial year, seventy
staff members attended national training
courses in relevant fields. Additionally,
twenty staff members were provided
international training/ exposure at
prestigious institutions.

During the financial year, the unit
successfully inducted seventy seven new
staff members to meet the burgeoning
overload consistent with the expanding
scope of PPAF operations. In all such cases,
the Human Resource wing followed a
stringent and transparent recruitment
process, which it considers vital for the
long term success and sustainability of the
organization.

The Procurement wing of the unit follows
similar standards in the procurement of
goods and services. All procurement
procedures are regularly scrutinized to meet
donor guidelines and PPAF requirements.
During the reporting year, 771 cases of
procurement of goods and 258 cases
related to procurement of services were
processed by the unit. Additionally, the unit
actively seeks to upgrade competencies of
PPAF partner organizations, ensuring good
procurement practices through continuous
guidance and monitoring of procurement
processes and procedures. The procurement
wing has further responsibility of processing
cases for outsourced activities.

The unit also provides logistic support to
various PPAF units and offices. During the
financial year, the Administration wing
arranged close to 834 travel arrangements
for PPAF staff both within and outside the
country. The wing also has the important
task of upgrading PPAF premises to ensure
an enabling work environment.

The Human Resource, Procurement and
Administration unit has continually strived
for achieving excellence through strict
adherence to international best practices
in all aspects of its work. In recognition of
the unit’s exceptional performance, the last
World Bank mission rated the procurement
wing with the highest ranking of “highly
satisfactory”. The unit looks forward to
maintaining similar standards in years to
come with the objective to facilitating PPAF’s
continuous growth.
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The Internal Audit (IA) unit furnishes a
continuous stream of independent
information to PPAF management with a
particular focus on ensuring high quality
in the management of financial and
administrative affairs. Following a well-
defined scope of activities clearly laid out
in a comprehensive manual, the unit
scrutinizes all operational aspects of PPAF
and its partner organizations with the aim
of identifying digressions from standard
and agreed upon systems and procedures.

During the reporting period, the unit
successfully submitted twelve in-house audit
reports to the Chief Executive, covering
detailed information on various financial
aspects including payments, receipts and
general vouching, bank accounts and their
reconcil iation statements, payroll,
investments, petty cash, advances and
secur i t y  depos i t s .  Add i t iona l l y,
comprehensive reviews were conducted of
all operational and support units within
PPAF. These reviews included, among other
things, a scrutiny of existing fixed assets
management systems, documentation, as
well as adherence to required procedural
and policy standards. The presence of
provisioned physical assets was verified for
all units, while gaps in procedural and
record keeping arrangements were
identified and suggestions were put forward
for their redressal.

The unit conducted four quarterly
procurement audits to ensure transparency
and adherence to standard operating
procedures in the acquisition of all physical

assets. Additionally, a comprehensive review
of PPAF’s Information Technology (IT)
facilities was conducted with a focus on
gaps in networking and the supporting
infrastructure to ensure a steady and
continuous flow of information. A number
of suggestions were made to improve IT
facilities including the development of a
suitable IT policy.

The unit reports to the Audit Committee
of PPAF’s Board of Directors, which meets
on a quarterly basis to review/approve
annual plans. In addition to incorporating
a schedule for conducting timely audits of
PPAF’s various units, the annual plan is
designed to include a thorough scrutiny of
all PPAF POs to ensure financial and
administrative efficiency. Particular emphasis
is laid on building staff capacities and
administrative structure  of requisite quality.

During the reporting period, the unit
successfully conducted audit of all existing
POs, documenting procedural and structural
weaknesses in each case and reporting its
findings to PPAF management on a regular
basis. All reports included practical
suggestions for rectifying observed gaps
with the objective of bringing about efficient
and sustainable institutional frameworks.
In many instances, the observations and
suggestions of IA staff produced results
with positive implications for the long-term
health of PPAF investments.

The unit’s success in achieving a
comprehensive systems review of all PPAF
units, in addition to undertaking the audit
of 65 POs.
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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
F&A unit maintains the highest standards
of financial management. In the conduct
of its routine business, the unit strictly
follows standard operating procedures laid
out in a comprehensive operational manual
developed to ensure high standards of
financial management.

The unit further ensures compliance with
the regulations of Securities and Exchange
Commission of Pakistan and covenants
stipulated in agreements signed with all
parties, including the Government of
Pakistan and donors, i.e., World Bank, US
Agency for International Development, US
Department of Agriculture, International
Fund for Agricultural Development, KfW
Development Bank (Germany) and
Committee Encouraging Corporate
Philanthropy.

As part of its responsibilities, the unit works
closely with operational and support units
to ensure adherence to the due process
and to facilitate funding. 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
to govern the unit’s work processes. Books

of accounts are kept in accordance with
the statutory requirements and agreements
with GoP and donors. All documentary
records and transactions are subject to
strict scrutiny by independent internal and
external auditors, as well as by supervision
missions from different donors.

In the conduct of its routine obligations,
the unit has prioritized true presentation
of facts and the timely issuing of all periodic
financial statements for management,
donors and stakeholders. The relevant
internal reports are submitted to
management on a monthly basis for
facilitating timely decisions on 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, donors’ specific
periodic reports and audited financial
statements are submitted on timely basis.

Operations of PPAF for the year ended June
30, 2008 were audited by its external
auditors M/s A. F. Ferguson & Co., Chartered
Accountants. In the latter’s unqualified
opinion, financial affairs of the company
were being conducted in accordance with
approved accounting standards and
requirements of Companies Ordinance
1984, while financial statements prepared
by the management present true and fair
view of the company’s state of affairs. These
opinions were based on the inspection and
review of company records and the funds
released to partner organizations.
In addition to preparing financial statements
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as per statutory requirement, the unit also
prepared separate financial statements of
a) WB and IFAD Projects for the year ended
June, 30, 2008, b) KfW project for the half
year ended December 31, 2007 and June
30, 2008, and c) USAID funded EDF project
for 15 months ended September 30, 2007.
All the above financial statements were
audited by external auditors. The annual
audited financial statements along with
Directors’ Report as well as donor specific
audited financial statements were submitted
to the Audit Committee of the Board for
its review. On the recommendations of the
Committee, the Board of Directors approved
the above financial statements.

Disbursements to PPAF under the WB and
IFAD projects were on the basis of Financial
Monitoring Reports (FMRs). This report
based disbursement is allowed only to
institutions with effective and strong
financial management systems and
procedures. All FMRs and withdrawal
applications related to WB and IFAD projects
were submitted within the period allowed
by donors. These were reviewed by other
donors and found to be eligible for
reimbursement or replenishment.
Information and data submitted were in
compliance with disclosure requirements
and formats.

The WB Supervision Mission reviewed PPAF’s
Financial Management System in September
2007 and May 2008. The findings of the
Mission were as follows:

The financial management information
system continues to function effectively

allowing for the maintenance of
comprehensive books of accounts.
The submission of FMRs by PPAF
remained accurate and timely. The
mission randomly reviewed supporting
documentation for withdrawal
applications and found the same in
order.
Financial reporting requirements are
promptly and satisfactorily fulfilled,
while quarterly FMRs and annual
audited financial statements are
submitted to the Bank well within the
due dates.
The Designated Accounts under all the
operations are running smoothly and
replenishment applications are being
submitted on regular basis.

On the directives of the Federal Minister
for Finance, the Auditor General (AG) of
Pakistan conducted a study to assess the
effectiveness and impact of PPAF. The AG
Team comprehensively reviewed the PPAF
program, in addition to focusing on its
financial management and procurement
systems. The team was of the opinion that
sufficient controls exist in PPAF and all
financial systems are operating effectively.

The AG team concluded that PPAF is
meeting its overall objectives in a satisfactory
manner and recommended to the
Government of Pakistan to continue its
support for PPAF. In view of the performance
report submitted by the Auditor General,
the Ministry of Finance requested the World
Bank to appraise a follow-on project for
funding under Phase II I  of PPAF.



PPAF — Annual Report 2008 67

Finance and Accounts

During the reporting period, WB approved
funding of US$ 75 million for the Social
Mobilization Project. In addition, IFAD
approved funding of US$ 35 million for
the Programme for Increasing Sustainable
Microfinance (PRISM) Project. Legal and
financing agreements for both projects
have been executed and the projects have
been declared effective. The unit was actively
involved in finalizing legal and financial
modalities during negotiations for these
projects.

As a result of the combined efforts of PPAF
tax advisors and the unit, the Federal Board
of Revenue renewed PPAF’s status as a
welfare institution. Consequently, there was
no tax liability for the year under review.

The F&A unit also plays an active part in
the monitoring of financial flows to partner
organizations, ensuring adherence to legal
covenants. The unit receives audited
financial statements from all partner
organizations within six months of the close
of their financial year in addition to the
submission of management letters issued
by their respective external auditors. These
are reviewed and necessary actions are
taken accordingly.

The head of the unit acts as Company
Secretary and ensures full compliance with
the mandatory secretarial responsibilities
as envisaged by the Companies Ordinance,
1984. Additionally, the unit complies with
best practices set out in the code of
corporate governance. Adequate records
evidencing statutory meetings and other

formal requirements are being thoroughly
maintained while reports to the Securities
and Exchange Commission of Pakistan are
being submitted well in time.

The unit draws its strength from a well-
coordinated operational structure with
clearly defined spheres of responsibility
amongst a qualified and dedicated
professional staff. The latter are facilitated
by customized software applications, fine
tuned to the specific requirements of the
unit. Timely, accurate and transparent
execution of all activities and responsibilities
has thus become a hallmark of the unit.
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Directors’ Report

The Board of Directors of Pakistan Poverty
Alleviation Fund (PPAF) is pleased to present
the eighth Annual Report along with
audited financial statements of the
Company for the year ended June 30, 2008.

During the year under review, PPAF
maintained impressive progress with respect
to each of its core components of credit
and enterprise development; water and
infrastructure; education; health; and
capacity building services. The Company
addressed the needs of the poor by
following an integrated approach for
effective delivery and impact. In areas of
PPAF sponsored interventions, the poor
have started reaping benefits of self-reliance
and community driven development. They
are experiencing increased opportunities
for income generation, reduced dependence
on external support and enhanced quality
of life. PPAF has been particularly successful
in its vision of institutionalizing and
professionalizing its Partner Organizations
(POs) which has helped in graduating a
number of  smal l  and emerging
organizations and taking them to scale as
well as empowering their communities.

In addition to carrying out its mainstream
programmes, PPAF continued its multi-
pronged strategy for the restoration of
l i ve l ihoods,  which has  invo lved
reconstruct ion of housing units;
rehabilitation of health and education
facilities, community infrastructure schemes
and training of individuals on a large scale

in 34 earthquake affected union councils
of North West Frontier Province and Azad
Jammu Kashmir. PPAF’s rehabilitation and
reconstruction program was guided by two
fundamental objectives (i) to assist people
in rebuilding their lives by providing safe
and seismically appropriate housing and
restoring basic infrastructure services
through a community driven approach (ii)
to build capacities of affectees with the
purpose of enabling them to take control
of their lives on a sustainable basis.

PPAF has established a demonstrated track
record of performance and effectiveness in
using financial resources. As a custodian
of public resources, PPAF has put in place
a rigorous and robust system of due
diligence and transparency. It has proven
to be an efficient private sector arm of the
Government in terms of service delivery,
livelihoods and inclusion at the grassroots
level. This platform of participatory
development has also generated social
capital and enhanced the level and quality
of interaction between poor communities
and their local governments, while at the
same time being cost effective and
sustainable. Several studies including a third
party evaluation has expressed a high
degree of satisfaction over the effectiveness
of PPAF and recommended enhancement
in provision of additional resources to the
Company.

PPAF performance and achievements have
been regularly recognized by successive
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Supervision Missions of the World Bank.
The latest such supervision of the Second
Project was conducted in September 2007.
The Mission reviewed the performance and
assessed whether PPAF was meeting its
development objectives. The Mission rated
the overall project progress as ‘Highly
Satisfactory’ (highest rating). Overall findings
of the Mission affirmed that the Second
PPAF Project was on track, partnering with
the right institutions, and had surpassed
most of its targets set at appraisal.

projects were initiated and 252,000 staff
and community members were trained. In
earthquake affected areas, PPAF provided
financing to 120,000 households to build
earthquake resistant homes and also
provided training to over 100,000 individuals
in seismic construction and related skills.

PPAF financial and non-financial services
are estimated to have, on a cumulative
basis, benefited (directly or indirectly) over
13 million individuals from its credit
program and over 9 million individuals from
infrastructure, health and education
interventions, across the country.

Operational and Financial Overview
The operational and financial results of the
Company, during the year under review,
remained satisfactory.

Total disbursements in respect of core
operations increased to Rs. 11,026 million
(US$ 161.43 m) in FY 2008 from Rs. 7,882
million (US$ 115.40 m) in FY 2007, indicating
an increase of 40%. Disbursements of loan
(microcredit and enterprise development
facilities) rose to Rs 9,075 million (US$
132.86 m) from Rs 6,228 million (US$
91.18 m); infrastructure disbursements
were Rs 1,332 million (US$ 19.50 m) as
compared to Rs 1,127 million (US$ 16.50
m); capacity building disbursements were
Rs 471 million (US$ 6.89 m) against Rs 451
million (US$ 6.60 m) and disbursements
for education and health were Rs 148
million (US$ 2.16 m) as against Rs 76 million

By the end of June 2008, PPAF funding had
been disbursed in urban and rural areas of
117 districts of the country (about 100,000
community organizations / groups) through
74 partner organizations of which 12 were
focusing exclusively on women. On
cumulative basis, PPAF financed 2,300,000
microcredit loans, of which 1,035,000 (45%)
were to women. 17,000 infrastructure

Afghanistan

India

China

Iran

PPAF Coverage

Arabian Sea
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(US$ 1.11 m) during the preceding year
(Table 10). In addition, Rs 5,671 million
(US$ 83.03 m) was disbursed during the
year for relief, rehabil itation and
reconstruction operations in earthquake
affected areas.

By the end of FY 2008, cumulative
disbursements for core operations stood
at Rs 33,875 million (US$ 495.97 m). Credit
and enterprise development, the largest
component of the PPAF, accounted for 76%
of total disbursements followed by
community physical infrastructure (16%);
capacity building assistance (7%); and
health & education had a share of 1%
(Figure 26).

In addition, cumulative disbursements for
relief, rehabilitation and reconstruction
activities were Rs 14,730 million (US$
215.66 m).

PPAF interventions are being carried out in
all parts of the country. Provincial
distribution of funding under the
mainstream programmes remained
consistent with previous allocations: 56%
of the resources deployed in Punjab, 27%
in Sindh, 7% in NWFP, 6% in Balochistan
and 4% in Northern Areas/AJK (Figure 27).

In line with the Subsidiary Financing
Agreement executed between Government
of Pakistan and PPAF in respect of World
Bank financed First Project, the repayment
of principal loan amount has commenced
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Figure 27: Provincial Distribution of Funds -
Core Operations
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Figure 26: Share of Funds Disbursed -
Core Operations
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Table 10: Disbursements – Core Operations
                          Rs. million %

2008 2007 Variance
Credit and Enterprise 9,075 6,228 + 46
Water and Infrastructure 1,332 1,127 + 18
Capacity Building 471 451 + 04
Health and Education 148 76 + 95
Total 11,026 7,882 + 40
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with effect from November 15, 2007.
During the year under review, Rs 109.617
million (US$ 1.60 m) was repaid to the
Government of Pakistan.

PPAF has fully utilized the World Bank funds
allocated for microcredit component under
Second Project and is meeting its obligations
through its own reserves built up from
repayments received from partner
organizations. During the year under review,
PPAF disbursed Rs 8,937 million (US$
130.85 m) as loan from these reserves.

Total assets of the Company on June 30,
2008 stood at Rs 18,923 million (US$
277.05 m) against Rs 18,702 million (US$
273.82 m) as at June 30, 2007. Amount
of loans receivable from partner
organizations as on June 30, 2008 were
Rs 8,301 million (US$ 121.53 m) as against
Rs 5,816 million (US$ 85.15 m) as at June
30, 2007. PPAF continued to maintain
100% recovery rate in respect of its lending
operations.

The trend of consistent growth in income
continued this year in line with previous
years. Total income generated during the
year increased by 5% to Rs 1,314 million
(US$ 19.23 m) from Rs 1,255 million (US$
18.37 m) in FY 2007. Service charges on
loan to partner organizations increased by
55% due to high volume of credit
disbursements. Income on investments and
saving accounts reduced by 18% due to
decrease in the level of investments as funds

were utilized for lending to the POs. During
the year, capacity building grant increased
by 14% due to the availability of financing
from Government of Pakistan and donor
agencies for PPAF operational support
(Figure 28 & Table 11).

In order to support enhanced activity,
general and administrative expenses for
the year increased by 38%. The main
increases were in salaries/benefits, travel
and consultancy expenses. The salaries,
wages and other benefits increased due to
annual increments to existing employees
to provide relief against higher cost of living
as well as hiring of additional staff for
managing expansion in core operations
and new activities under different donors’
projects. In addition, a higher number of
engineers were inducted for management
of reconstruction activities in the earthquake
affected areas. Travel cost increased due to
extensive appraisal and monitoring visits in
view of high disbursements and activities.
The higher consultancy charges were due
to initiation of studies on rural support
programmes, cost of delivery, drought
mitigation, training of trainers as well as
engaging consultants for supervision and
monitoring of the projects undertaken in
earthquake affected areas.
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Loan loss provision was made at 3% of the
gross outstanding balances of loans to
partner organizations. In addition, as a
precautionary measure, specific provision
for loan losses was also made against loans
which were considered troublesome. The
financial charges include commitment and
service charges on long term loan and bank
charges.

Sectoral and Programme Overview:
Since commencement of operations in the
year 2000, PPAF has established itself as
the lead institution in the development
sector. It is today one of the largest World
Bank supported institutions of its kind in
the world. A major role of PPAF in the
national framework of economic
development and poverty reduction is
focused on financial services to the poor.
The integrated approach focusing on
provision of credit, infrastructure, health,
education and skill development addressed
the many facets of poverty and is geared
to reducing vulnerability, especially for
women. Apart from these core activities,
PPAF has been working with communities
suffering from natural calamities and
disasters such as earthquake, drought and
flood. In order to help communities in
vulnerable areas to develop preemptive
survival strategies, a dedicated Water
Management Center has been established.
PPAF has effectively enhanced the retail
capacity in the country where the poor
have had very limited access to resources.

Figure 22: Annual HID Grant by Category
FY 2007
FY 2008

Service
Charges on MC

Profit on invest/
bank accounts

Amount of
Grants

Others

0

100
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Table 11: Financial Results

                          (Rs. million)

2008 2007

Service charges on loans 504 326

Amortization of deferred grant 154 135

Income on invetments/saving accounts 653 792

Other income 3 2

Total income 1,314 1,255

General and administrative expenses 283 205

Loan loss provision 145 51

Financial charges 84 84

Contribution for USAID Program - 1

Total expenditure 512 341

Surplus for the year 802 914



PPAF — Annual Report 200874

Directors’ Report

It has raised the standards of civil society
organizations to higher levels of social
responsibility, economic discipline and
institutional management.

PPAF has been the main catalyst for
exponential growth in the microfinance
sector with a market share of 50% of the
total microcredit outstanding in the country.
PPAF has played a crucial role in driving the
industry by increasing its absorptive capacity
and fostering the entry of new players.
Externally commissioned third party
evaluations suggest that on average low
income households who borrowed from
PPAF funding are better off today that they
would have been if they had not borrowed.
There is an overall improvement in the
income as well as personal and business
assets of PPAF borrowers.

PPAF has also piloted a series of initiatives,
which aim to develop microenterprise/
entrepreneurship, promote  new retail
capacity, innovative financial products and
attract dynamic and qualified professionals
to the sector. It is introducing  components
of credit enhancement and equity injection
into high performing partner organizations
with a view to enhancing there bankability
and attracting commercial finance. The
overall focus of these initiatives is on market
based pricing of products and services and
building financial sector l inkages.
 
The infrastructure window (administered
through Water Management Center and

Community Physical Infrastructure unit) has
proven to be one of the most productive
investments providing high economic
returns. The most significant aspect of these
schemes is that they are identified,
implemented and maintained by the
beneficiary communities. These schemes
have helped to provide access to basic
services at the village level with community
ownership, cost effectiveness and
sustainability. Besides providing social
benefits, and improving the rural
environment, these projects have tangibly
improved quality of life and provided
employment opportunities for local
communities.

A pilot program in education and health
was launched in 2005 in view of the high
correlation between poverty and lack of
education and/or health. PPAF supported
education programs provide all the basic
facilities necessary for a quality primary
school. These schools are subject to regular
monitoring to ensure quality outcomes.
PPAF and its POs lead the monitoring effort
while communities are responsible for day
to day school affairs and identifying areas
that need improvement. Similarly, PPAF
supported health program provides a range
of healthcare services. Community based
health committees, in coordination with
implementing POs, ensure participatory
feedback for further improvements.

PPAF has designed a series of special
instruments to address specific constraints
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of the most vulnerable and marginalized
communities and households. These
households constantly struggle with
exogenous shocks such as drought, flood
and earthquakes. To overcome extreme
water scarcity for both drinking and
irrigation purposes, PPAF has developed a
drought mitigation and preparedness
program for communities (especially in
Balochistan and Sindh) which are prone to
frequent droughts. Under this program,
PPAF through its POs, undertook a series
of activities involving better water
management and conservation policies.
PPAF has also initiated a special program
for the vulnerable coastal communities of
Sindh province. This program focuses on
rehabilitating rural livelihoods through
upgrad ing and deve lopment  of
infrastructure, provision of health and
education services, capacity building and
social mobilization. An innovative social
safety net program has also been initiated
to target the ultra poor. The program has
been designed with the realization that the
poorest often get left behind in obtaining
access to resources as they do not have
necessary skills or productive assets to be
able to utilize microcredit efficiently. The
program is designed to provide training,
income support and asset transfers to
poorest households to help them graduate
out of poverty.

PPAF interventions are encouraging the
communities to invest in innovative schemes
for corporate management such as the

establishment of collective livestock farming,
village banking and marketing enterprises.
These ventures afford opportunities to rural
poor for moving out of the vicious circle
of poverty.

Reporting and Disclosure
The Management places high priority on
complete, true and fair presentation and
timely issuance of periodic financial and
non-financial information to regulatory
authorities, donors and other stakeholders
of the Company.

In addition to preparing financial statements
as per statutory requirements, the Company
also prepares separate financial statements
for different donors’ projects which are
duly audited by its external auditors.

Board of Directors
The roles and responsibilities of the Board
of Directors are governed by The
Memorandum and Articles of Association
of the Company, the Companies Ordinance
1984, the Code of Corporate Governance
and other applicable regulations. The Board
comprises of one executive and nine Non-
executive Directors, including the Chairman
and the Chief Executive/Managing Director
o f  the  Company  w i th  d i s t inc t
responsibilities. The Chairman represents
the Non-executive directorship of the
Company.

Functions of the Board include approving
operational policies and procedures;
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approving projects of different donors and
sponsors; approving financial assistance
for partner organizations; reviewing
quarterly progress; reviewing and approving
annual work plans; targets and budgets;
approving the un-audited financial
statements; reviewing and approving
audited financial statements alongwith
Directors’ and Auditors’ Reports prior to
their presentation to the General Body etc.
The Board held an aggregate of four
meetings during the year, which were also
attended by the Chief Financial Officer/
Company Secretary.

Board Committees
The Board places paramount importance
on good governance that has always been
viewed as the fundamental principle in
enhancing the timeliness, accuracy,
comprehensiveness and transparency of
financial and non financial information. In
order to follow best practices, the Board
in January 2007, endorsed the Code of
Corporate Governance of listing regulations
by constituting Audit and Human Resource
committees.

Audit Committee
The Audit Committee comprises four
members including the Chairman from the
Non-executive Directors of the Board. The
head of Internal Audit unit acts as Secretary.
The terms of reference of the Audit
Committee have been approved by the
Board. The Committee assists the Board in
overseeing Company’s financial control,

with particular emphasis on integrity of
internal controls and financial reporting;
qualification and independence of
Company’s external auditors; and
performance of Company’s internal audit
function and of its external auditors.

During the year, three meetings of the
Committee were held. The Committee
reviewed system of internal controls, risk
management and audit process besides
recommending for Board’s approval, annual
work plan of internal audit, appointment
of external auditors, annual work plans and
budgets for different donors’ projects,
annual budget of the Company, un-audited
condensed interim financial statements
alongwith Directors’ Reports, audited
financial statements alongwith Auditors’
and Directors’ Reports, project specific
audited financial statements as per the
requirements of the donors. The Audit
Committee meetings were also attended
by the Chief Financial Officer. The
Committee also held separate meeting with
the external auditors.

Human Resource Committee
The Human Resource Committee comprises
three members including the Chairman
from the Non-executive Directors of the
Board. The head of Human Resource unit
acts as Secretary. The terms of reference of
the Human Resource Committee have been
approved by the Board. The Committee
assists the Board in overseeing the
Company’s human resource policies and
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compliance with statutory and other
regulations and timely preparation of reliable
financial and non-financial information for
circulation to the stakeholders.

Future Outlook
The Company aims to sustain its
performance levels by consistently delivering
on commitments, and improving the quality
of its multifaceted interventions. In doing
so, it will be guided by the requirements
of its stakeholders.

The Executive Directors of the World Bank
on October 11, 2007 approved additional
financing of US$ 75 million for PPAF for
the Social Mobilization Project. The project
aims to mobilize about 5 million people in
25 of the poorest districts of Pakistan and
create viable community organizations over
the next three years thereby, laying the
foundation for the future expansion of PPAF
poverty reduction activities. It is estimated
that over 5 million people in nearly one
million households will be organized into
50,000 community organizations. Many
of these will go on to take microfinance
loans and community productive
infrastructure from the PPAF, through the
existing partner organization network, while
others will federate into local service
organizations at the Union Councils level.
A leadership cadre of 250,000 women and
men will be trained to develop local support
organizations, for sustainable development
beyond the project period. Legal Agreements
for this project were executed between

framework, with particular emphasis on
ensuring fair and transparent compensation
policy; ensure continuous development and
skill enhancement of employees.

During the year under review, the Committee
held one meeting. The Committee reviewed
and recommended for Board’s approval,
annual increment for the employees, salary
adjustment and benefits for selective
employees and additional positions in the
existing establishment.

Management
The Company Management is supervised
by the Chief Executive/Managing Director
to implement policies and monitor
procedures adopted by the Board, carry
out Board directives under delegated
authorities to achieve objectives of the
Company and provide feed back on the
strategies formulated by the Board.

The Management ensures execution of
business operations including adherence
to cardinal principles, appraising and
monitoring of partner organizations,
recommending financing for partner
organizations, preparation of annual
budgets/work plans and monitoring
progress thereof. Management is also
responsible for implementation of internal
control including segregation of duties,
financial and accounting controls for
accuracy and completeness of accounting
records, authorization, recording and
accurate processing of transactions,
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Government of Pakistan, International
Development Association/World Bank and
PPAF. On completion of necessary formalities,
the project was declared effective on February
20, 2008.

The International Fund for Agricultural
Development (IFAD) approved funding of
US$ 35 million for the Programme for
Increasing Sustainable Microfinance
(PRISM). The project focuses on provision
of microcredit to the poor on a self
sustaining basis and envisages developing
access to banks/financial institutions for
future growth and expansion. Legal
Agreements for the Project were executed
between Government of Pakistan, IFAD and
PPAF. On completion of necessary
formalities, the project was declared
effective on May 07, 2008.

As the Company has already committed
100% of World Bank funds allocated under
the Second Project and all major deliverables
met or exceeded, the Supervision Mission
of the World Bank has recommended that
there was clear justification for a World
Bank Third Project with PPAF. As part of
this process, the Auditor General of Pakistan
(AG), on the direction of the Ministry of
Finance, conducted a comprehensive review
of the PPAF program, financial management
and procurement as well as desk/field review
of three major partner organizations. The
AG team concluded that PPAF Project is
meeting its overall objectives in a satisfactory
manner  and recommended that

Government should cont inue i ts
commitment and support to the PPAF. In
view of the performance report of the AG,
the Ministry of Finance had requested the
World Bank to appraise PPAF for the Third
Project.

The proposed Project will be designed to
reduce poverty and empower the rural and
urban poor by providing financial and
physical resources, information and
opportunities for development. It will focus
in particular on increased inclusion of
women in community organizations and
their heightened participation in all
community and civic decision making
processes. This will be achieved through a
participatory and integrated approach that
combines building institutions of the poor,
enhancing sustainable livelihoods through
skill enhancement, micro-credit, improved
access and linkages to markets; community
managed grants for social and productive
infrastructure and the fostering of stronger
links between organizations of the poor
and local government bodies. The World
Bank would appraise PPAF for Third Project
by the end of year 2008.

Auditors
The present auditors of the Company, M/s
A. F. Ferguson and Company, Chartered
Accountants, have completed their
assignment for the financial year ended
June 30, 2008 and shall retire at the
conclusion of 12th Annual General Meeting.
Being eligible, they have indicated their



PPAF — Annual Report 2008 79

willingness to continue in office as auditors
and the Board of Directors, on the proposal
of the Audit Committee, recommends their
reappointment as auditors for the financial
year ending June 30, 2009.

Conclusion
Being a learning organization, PPAF has
consciously striven to remain valid in its
context by: (i) being demand driven; (ii)
undertaking innovative measures to respond
to needs of its clients (iii) remaining firm on
principles and flexible on procedures; and
(iv) by maintaining lean structures. PPAF has
been able to deepen the role of civil society
in economic development by partnering
with the right type of institutions, developing
capacities, building systems, creating a blend
of professionalism and altruism with the
objective of strengthening society’s ability
to serve the poor on a long term basis.

Obituary
The Board condoles the sad demise of Dr.
A. R. Kemal, (Member, Board of Directors
and General Body), Dr. Mutawakkil Kazi,
(Member, General Body), and Ms. Zari
Sarfraz, (Member, General Body) and prays
to the ALMIGHTY ALLAH to bless the
departed souls and grant them eternal peace
- Ameen. The Board also acknowledges their
participation and invaluable contribution
towards the affairs of the Company.
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their support and guidance.
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The Board is immensely proud of its
professional management team and all its
employees. They have individually and
collectively, through a well coordinated
effort, contributed to the outstanding
results achieved by the Company during
the year. We are confident of our employees’
abilities and hard work to attain ambitious
corporate objectives.

With renewed dedication and commitment,
PPAF will continue to be a responsive and
agile institution fully aligned with the
changing dynamics of poverty alleviation.
We will endeavor to ensure that this growth
momentum is sustained and expanded in
the years ahead.

Hussain Dawood
August 05, 2008
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2008 2007 2006 2005 2004 2003 2002

Outreach - Numbers (Cumulative)

Partner Organizations 74 70 68 56 42 38 29

Districts 117 111 108 97 95 84 60

Villages 31752 27,578 23,354 19,863 13,054 8,650 4,223

Loans (’000) 2,300 1,513 947 616 370 221 70

Villages 17,000 14,900 11,700 8,900 6,800 2,900 1,900

Disbursements - Rs. in million

Total Disbursements 16,697 15,806 6,246 4,064 2,436 1,777 1,189

Microcredit/enterprise development loans 9,075 6,228 3,705 3,106 1,462 1,314 655

Grants – Core Operations 1,951 1,654 1,372 958 974 463 5 3 4

Grants – Earthquake Rehabilitation & Reconstruction 5,671 7,924 1,169 - - - -

Balance Sheet - Rs. in million

Total assets  18,923  18,702 13,201 8,747 3,617 2,771 1,707

Microcredit/enterprise development loans receivable     7,982 5,642 3,996 2,598 1,081 1,201 6 9 5

Long term investment 1,000 1,000 800 900 700 405 505

Short term investment - spceific to projects 1,050 1,050 - - - - -

Equity and reserves     3,755 2,817     1,788     1,137 791 710 6 1 8

Long term loans   10,770 10,777 10,513 6,482 2,734 1,956 1,054

Operational Results - Rs. in million

Total income 1,314 1,255 763 305 222 230 145

General and admin expenses - core operations 200 159 108 87 71 63 43

General and admin expenses - rehabilitation & reconstruction 83 46 12 - - - -

Surplus before provisions for loan loss 947 965 572 152 133 149 94

Surplus after provisions for loan loss 802 914 501 196 81 92 59

Financial Ratios
Surplus before loan loss 72% 77% 75% 50% 60% 65% 65%

Return on equity 25% 34% 32% 13% 17% 21% 15%

Repayment rate (microcredit) 100% 100% 100% 100% 100% 100% 100%

Total general and admin expenses/total disbursements 1.69 1.30% 1.92% 2.14% 2.91% 3.55% 3.62%

Income on loans/general and admin expenses on core operations 252% 205% 164% 101% 97% 89% 68%

Debt/equity 74:26 79 : 21 85 : 15 85 : 15 77 : 23 73 : 27 63 : 37

Current ratio 4:1 3 : 1 13 :1 7 : 1 31 : 1 17 : 1 26 : 1
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