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Financing summary 

Initiating institution: IFAD 

Borrower: Islamic Republic of Pakistan 

Executing agency: Planning and Development Board, Government of 
Sindh 

Total project cost: US$163.5 million 

Amount of IFAD loan: US$60 million  

Terms of IFAD loan:  Blend terms 

Maturity period of 25 years, including a grace period of 
5 years, with a service charge of 0.75 per cent and 
interest rate of 1.25 per cent per annum in special 
drawing rights (adjustments for single-currency loans) 

Cofinancier: Asian Development Bank (ADB) 

Amount of cofinancing:  ADB: US$165 million (parallel cofinancing) 

Terms of cofinancing: ADB loan: US$125 million 

Green Climate Fund (GCF) grant: US$40 million 

Contribution of borrower:  US$6.7 million 

Contribution of beneficiaries: US$2.8 million 

Contribution of private sector: US$54 million 

Financing gap: US$40 million 

Amount of IFAD climate finance: US$28.8 million 

Cooperating institution: Directly supervised by IFAD 
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I. Context  

A. National context and rationale for IFAD involvement 
National context 

1. Pakistan is the world’s fifth most populous country at 240 million inhabitants (2022 

census) and 63 per cent of the population is rural. Pakistan is a lower-middle-

income country with a per capita GDP of US$1,596 and overall GDP of 

US$376.53 billion. Although the agriculture sector accounts for 22 per cent of GDP, 

it has a key role in the economy, absorbing 42 per cent of the labour force and 

contributing to 80 per cent of the country’s exports. 

2. Despite achieving a significant reduction in poverty over the last two decades, with 

47 million Pakistanis escaping poverty, it remains a persistent challenge. Human 

capital outcomes remain poor and stagnant, with high levels of stunting at 

38 per cent and learning poverty at 75 per cent. The country’s multidimensional 

poverty index is 0.198 with 38.3 per cent of the population ranked as poor, while 

21.5 per cent of the population is in severe multidimensional poverty. Poverty in 

Pakistan remains concentrated among rural households relying on agriculture. From 

2018 to 2019, rural poverty was 43.5 per cent, more than twice as high as urban 

poverty (18.5 per cent). The 2022 floods are estimated to increase the national 

poverty rate by up to 4 percentage points. 

3. Sindh is the second most populous province in Pakistan with a population of 

55.7 million and the third largest at 140,914 km2. Sindh is afflicted with large 

pockets of endemic poverty, particularly in rural areas, with 37 per cent of the rural 

population below the poverty line. The prevalence of undernourishment and 

stunting in children under 5 years of age is 34 per cent and 45.5 per cent, 

respectively, and exceeds the national averages of 20 per cent and 38 per cent. 

4. The Government of Pakistan’s endeavours to increase the incomes of rural 

households, with a special focus on women and youth, are mirrored in the National 

Agriculture Emergency Programme, launched in 2020; the Pakistan Vision 2025; 

the Benazir Income Support Programme; and, in Sindh, the Sindh Poverty 

Reduction Strategy; the Sindh Agriculture Policy 2018–2030; and the Programme 

for Improved Nutrition in Sindh; all aiming at contributing to attaining the 

Sustainable Development Goals (SDGs). 

Special aspects relating to IFAD’s corporate mainstreaming priorities 

5. In line with IFAD’s mainstreaming commitments, the project has been validated as: 

☒ Including climate finance  

☒ Nutrition-sensitive  

☒ Youth-sensitive 

☒ Including adaptive capacity 

6. Gender, youth and climate adaptation will be mainstreamed throughout the project 

activities. Activities will be carried out to bring about social and behavioural change, 

namely, towards better nutrition among households by improving target groups’ 

knowledge and practices relating to food choices, food preparation, processing and 

conservation, healthy diet and good hygiene and sanitation practices. 

Rationale for IFAD involvement 

7. Sindh is the province with the highest incidence of rural poverty. The three target 

districts in Sindh are the poorest, with 84 per cent of the population living below 

the multidimensional poverty line. This puts them at extreme risk of exposure to 

natural hazards associated with climate change and man-made environmental 

impacts. Drivers of poverty include highly skewed land ownership, poorly developed 

agriculture and fisheries value chains, socioeconomic infrastructure deficits (in 
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particular potable water), inaccessibility to production technology and affordable 

financial services, high illiteracy rates, lack of productive assets, lack of skills for 

remunerative jobs, and vulnerability to climate change. Women and young people 

are particularly disadvantaged. The rural poor consist of heterogeneous 

communities and need an inclusive, but nuanced, flexible and demand-driven set of 

interventions to overcome the poverty challenge. 

8. The IFAD intervention complements the Asian Development Bank (ADB) financed 

infrastructure (parallel cofinancing), namely drainage and water management 

infrastructure, and mangrove and inland forestry, in the three target districts. IFAD 

is best placed to organize smallholder farmers and fishers for value chain 

participation, to effectively target the poor, assist women and young people to 

develop skills for economic opportunities, improve access to affordable finance, and 

develop resilience against climate change.  

B. Lessons learned 
9. Relevant lessons include: 

(i) Targeting. The National Socio-Economic Registry offers a credible and 

transparent instrument for targeting the poor. An inclusive and culturally 

acceptable targeting approach, based on household profiling and verification, 

opens up opportunities for disadvantaged groups such as young people and 

women. 

(ii) Participation and empowerment. A participatory approach, whereby 

communities play an empowered role in needs identification, planning, 

financial management and procurement, ensures strong local ownership and 

the sustainability of interventions. 

(iii) An inclusive village-wide approach. To achieve a holistic transformation of 

a rural community’s economy, an inclusive demand-driven approach covering 

all segments (smallholder farmers and fishers, sharecroppers, daily wagers, 

young people and women) is necessary. 

(iv) Rural finance. Partner financial service providers must be subjected to 

rigorous due diligence to ensure that they are financially sound, and have an 

established track record and reporting systems. Financial products should be 

adapted to target groups’ needs. 

(v) Skills for income generation. Training for employment or self-enterprise 

should be based on market demand. 

(vi) Socioeconomic infrastructure. To exert a significant impact on incomes, 

nutrition, food security and climate resilience, community infrastructure 

deficits, especially drinking water, need equal attention. 

(vii) Start-up delays. Persistent start-up delays affecting projects can be 

overcome by recruiting core staff and by carrying out key preparatory 

activities prior to loan effectiveness. 

II. Project description 

A. Objectives, geographical area of intervention and target 

groups 
10. The goal of the Sindh Coastal Resilience Project (SCRP) is to reduce poverty 

and malnutrition and to improve climate resilience among rural poor households. 

The development objective is to promote inclusive and resilient livelihoods for 

farming and fishing communities and disadvantaged groups. This will be achieved 

through three outcomes: (i) improved and diversified food production among 

organized groups of smallholder farmers and fishers under climate-smart 

agriculture and fisheries production plans leading to value chains based on  
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public-private-producer partnerships (4Ps) that facilitate integration with markets 

and financial services; (ii) an improved productive asset base for the ultra-poor and 

increased self-employment and employment opportunities for disadvantaged groups 

(young people, women and the landless poor); and (iii) a participatory,  

community-driven approach linked to an enabling policy and institutional 

environment that facilitates access to financial resources and support services. 

11. Target groups. In line with IFAD’s Poverty Targeting Policy, the project target 

groups include smallholder farmers (up to 16 acres of land), tenants and 

sharecroppers working on large landholdings, resource-poor fishers and the 

landless poor. Women-headed households will have priority, and young men and 

women from poor households will be offered skills development for labour market 

and value chain participation and off-farm enterprises. Of the direct beneficiaries, 

40 per cent will be women and 30 per cent young people.  

12. SCRP targets a total of 260,000 families in the three poorest coastal districts of 

Sindh: Badin, Sujawal and Thatta. To carry out geographical targeting within the 

districts, the project will align its interventions with ADB climate-resilient green and 

grey infrastructure investments for an enhanced impact. Climate change 

vulnerability and the poverty ranking will be the primary criteria for village 

selection.  

B. Components, outcomes and activities 
13. The project will have four components: (i) transformation of coastal and rural 

incomes; (ii) economic and social inclusion of disadvantaged groups; (iii) project 

management; and (iv) recovery from climatic calamities (response to emergency 

and disaster [RED] component). These complementary components address the 

causes of the vulnerability and poverty of the smallholder farmers, tenants, 

sharecroppers, fishers and landless poor in the target communities. The project will 

be carried out in a gender- and youth-sensitive manner and in accordance with the 

principle of no one left behind. 

• Component 1: Transformation of coastal and rural incomes. Coastal 

and rural communities organized and assisted to develop capacities for 

market-oriented, climate-resilient and nutrition-sensitive agriculture and 

fisheries production systems, with a transition to higher value products, based 

on sustainable value chain plans, supported by community and value chain 

infrastructure, access to affordable financial services, and strengthened 

extension services provision; the component will also contain policy support 

and an “Innovation Challenge” fund. 

• Component 2: Economic and social inclusion of disadvantaged groups. 

Job market and small business development facilitated for poor landless 

households, in particular young men and women, through the provision of 

employable skills, income-generating productive assets and start-up grants for 

self-enterprise development through tailored business, technical and 

vocational service provision. 

• Component 3: Project management. Establishment of an autonomous 

project management unit and district coordination units, administratively 

linked to the Sindh Planning and Development Board, and reporting to a 

project steering committee. 

• Component 4: Recovery from climatic calamities (RED component), 

triggered in case the Government of Sindh declares the project area to be 

affected by a climatic calamity. 

C. Theory of change 
14. The project impact will be achieved through three interconnected pathways for both 

agriculture- and fisheries-dependent communities: 
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(i) A community-driven process whereby smallholder farmers and fishers are 

organized initially to improve existing productivity to reach its potential 

through climate-smart agriculture and sustainable fishing practices, and to 

achieve economies of scale through aggregation, and subsequently graduate 

to market-oriented and climate change-adapted value chains of higher-value 

commodities. Access to tailored finance and insurance is facilitated. Gender 

disparities and social norms limiting women’s participation are addressed. 

Activities aimed at behavioural change to improve knowledge and practices 

relating to food choices, preparation, processing and conservation, healthy 

diet, and hygiene and sanitation practices will contribute to improved nutrition 

at family level. Investments in community- and household-level infrastructure 

ensure access to safe water and sanitation, reducing common waterborne 

diseases, malnutrition and stunting.  

(ii) Disadvantaged young people and women from poor households are able to 

acquire skills adapted to the local market for enterprise development, and 

start-up business finance and productive assets.  

(iii) Policy support to the Government to create an enabling environment offering 

improved access to services and productive resources and enhancing climate 

resilience. 

D. Alignment, ownership and partnerships 
15. SCRP is aligned with the IFAD Strategic Framework 2016–2025 and responds to the 

priorities set out in the Twelfth and Thirteenth Replenishments of IFAD’s Resources. 

SCRP also contributes to seven SDGs; and to the two strategic objectives of the 

country strategic opportunities programme: “Enhancing the productivity and 

profitability of smallholder farmers through climate-resilient diversification and an 

agribusiness approach”, and “Fostering inclusion of the landless and ultra-poor 

households through an economic graduation approach”. SCRP is aligned with the 

United Nations Sustainable Development Cooperation Framework 2023–2027 for 

Pakistan, the National Agricultural Policy 2019–2024, the draft Sindh livestock and 

fisheries enterprise development policy, the Sindh Poverty Reduction Strategy 2022, 

the Sindh youth and gender equality and women’s empowerment policies, and will 

complement the Sindh Government’s Accelerated Action Plan for the Reduction of 

Stunting and Malnutrition.  

16. Implementation oversight by the Sindh Planning and Development Board will 

ensure alignment and complementarity with other government and development 

partner interventions in the target districts. 

E. Costs, benefits and financing 
17. The project will be implemented over seven years with total costs estimated at 

US$163.5 million, financed through: (i) an IFAD loan of US$60 million; (ii) a 

financing gap of US$40 million; (iii) a Government contribution of US$6.7 million; 

(iv) a beneficiary contribution of US$2.8 million; and (v) contributions from the 

private sector and from commercial banks of US$0.93 million and US$53.1 million 

respectively.  

18. Financing to fill the gap of US$40 million may be sourced through the performance-

based allocation system and/or through the Borrowed Resource Access Mechanism, 

under financing terms to be determined and subject to internal procedures and 

subsequent Executive Board approval, or by cofinancing identified during 

implementation. 

19. In accordance with the multilateral development banks’ methodologies for tracking 

climate change adaptation and mitigation finance, the total amount of IFAD climate 

finance for this project is estimated at US$28.8 million (adaptation finance only), 

accounting for 48 per cent of the total IFAD loan.  
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Table 1 
Project costs by component and financier 
(Thousands of United States dollars) 

Component 

IFAD loan Govt. of Sindh Private sector Beneficiaries Commercial banks Financing gap Total 

Amount % Amount % Amount % Cash  In-kind % Amount  % Amount % Amount % 

1. Transformation of coastal and rural incomes 34 008 28.4 2 515 2.1 925 0.8 - 2 756 2.3 53 132 44.4 26 321 22.0 119 657 100 

2. Economic and social inclusion of disadvantaged groups 20 825 60.8 1 393 4.0 -   -  -  12 050 35.2 34 268 100 

3. Project management and policy support 5 167 53.7 2 822 29.3 -   -  -  1 630 17.0 9 619 100 

Total 60 000 36.7 6 731 4.1 925 0.6 - 2 756 1.7 53 132 32.5 40 000 24.4 163 544 100 

 
Table 2 
Project costs by expenditure category and financier 
(Thousands of United States dollars) 

Expenditure category 

IFAD loan Govt. of Sindh Private sector Beneficiaries Commercial banks Financing gap Total 

Amount % Amount % Amount % Cash In-kind % Amount % Amount % Amount % 

Investment costs               

1. Civil works/community infrastructure 13 069 37.9 1 449 4.2 -  - 2 756 8.0 -  17 204 49.9 34 478 100 

2. Vehicles 304 84.9 54 15.1 -   - -   -   -   358 100 

3. Computer and equipment 95 84.8 17 15.2 -   - -   -   -   112 100 

4. Credit 15 378 69.6 -   -   - -   -   6 721 30.4 22 099 100 

5. Technical assistance, training, workshops and studies 12 140 62.9 798 4.1 -   - -   -   6 370 33.0 19 308 100 

6.Grants and subsidies 13 497 56.7 1 496 6.3 925 3.9 - -   -   7 889 33.1 23 807 100 

7. Private sector -   -   -   - -   53 132 100 -   53 132 100 

Total investment costs 54 483 35.5 3 814 2.50 925 0.6   2 756 1.8 53 132 34.7 38 184 24.9 153 294 100 

Recurrent costs               

1. Salaries and allowances 1 086 46.5 1 051 45.0 -  - -  -  199 8.5 2 335 100 

2. Operating costs 4 431 56.0 1 867 23.6 -  - -  -  1 617 20.4 7 915 100 

Total recurrent costs 5 517 53.8 2 918 28.5 -   - -   -   1 816 17.7 10 250 100 

Total 60 000 23.1 6 731 2.5 925 0.4   2 756 1.1 53 132 57.5 40 000 15.4 163 544 100 

 
Table 3 
Project costs by component and project year (PY) 
(Thousands of United States dollars) 

Component 

PY1 PY2 PY3 PY4 PY5 PY6 PY7 Total 

Amount % Amount % Amount % Amount % Amount % Amount % Amount % Amount 

1. Transformation of coastal and rural incomes 10 389 8.7 11 068 9.2 14 670 12.2 28 549 23.9 23 605 19.7 25 808 21.6 5 568 4.7 119 657 

2. Economic and social inclusion of disadvantaged groups 3 377 9.9 4 462  13.0 4 873 14.2 6 737 19.7 6 309 18.4 5 734 16.7 2 776 8.1 34 268 

3. Project management and policy support 1 414 14.7 1 136 11.8 1 417 14.8 1 541 16.0 1 360 14.1 1 361 14.1 1 390 14.5 9 619 

Total 15 180 9.3 16 666 10.2 20 960 12.8 36 827 22.5 31 274 19.1 32 903 20.1 9 734 6.0 163 544 
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Financing and cofinancing strategy and plan 

20. IFAD will make available a loan of US$60 million on blend terms for livelihood 

development, in parallel to, and closely aligned with, ADB financing of 

US$165 million to finance grey and green infrastructure investments for improved 

drainage, flood protection, water management and mangrove rehabilitation. The 

Government of Sindh will provide cofinancing of US$6.7 million to defray the local 

taxes and a portion of the operational costs. The beneficiaries’ contribution of 

US$2.8 million is in kind, for community infrastructure. The private banking sector 

is expected to leverage US$53.1 million, against IFAD-financed credit facilities, 

totalling around US$28 million. Private sector partners in 4Ps are anticipated to 

contribute US$0.93 million.  

21. The recurrent cost is 6 per cent of overall project costs. IFAD’s share of the 

recurrent cost is 3 per cent of total project financing and 9 per cent of IFAD 

financing. 

Disbursement 

22. A revolving fund modality under the report-based disbursements system will be the 

mechanism used for withdrawing funds from IFAD financing. Interim financial 

reports will be used as a basis for the submission of withdrawal applications to 

IFAD. The requirement for interim financial reports will be included in the Financial 

Management and Financial Control Arrangements Letter and the project 

implementation manual during the implementation period. Advance withdrawals 

through a revolving fund approach will be the principal method of disbursement. 

Government, beneficiary and private sector contributions will be incorporated into 

the annual workplan and budget (AWPB) and will be identified in the project 

accounts. The accounting system will record separately the disbursement and 

expenditure for each source of financing. 

Summary of benefits and economic analysis 

23. The main benefits accruing from the project include: (i) increased productivity for 

smallholder farmers and fishers; (ii) improved community socioeconomic 

infrastructure, including access roads, drinking water, irrigation, drainage, 

sanitation and solar energy; (iii) productive asset provision to poor households, 

creating a sustainable source of enhanced income with an impact on improved 

nutrition and social and economic empowerment; and (iv) employment and 

enterprise development opportunities for men and women.  

24. The social and environmental benefits expected are: (i) enhanced opportunities for 

women and young people to engage in profitable agricultural, livestock and fishing 

activities; (ii) the introduction of climate-smart agricultural practices and facilitated 

access to inclusive financial services and competitive markets, which are more 

resilient to climate change impacts, conserving the natural resource base; and  

(iii) the provision of climate-proofed socioeconomic and value chain infrastructure 

that will contribute to incomes, and improve the health and nutrition status of the 

beneficiaries. 

25. The financial analysis of the project shows viability with a financial internal rate of 

return of 27.97 per cent. The net present value (NPV) over 20 years is 

US$73.05 million. The financial internal rate of return and the NPV are based on the 

financial prices of the project. The overall economic internal rate of return is 

estimated at 22.65 per cent. The economic NPV of the project net benefit stream, 

discounted at 17.03 per cent, was calculated to be US$49.54 million. 

Exit strategy and sustainability 

26. The sustainability of the project’s interventions beyond the project life is based on 

the following approach: (i) commercially viable organizations of smallholder farmers 

and fishers pursuing business plans that balance the equation among landowners, 

smallholders/tenants and intermediaries, linking beneficiaries with markets and the 
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private sector in win-win relationships; (ii) community ownership of community and 

value chain infrastructure; (iii) capacitated public and private sector service 

providers; (iv) young people provided with remunerative skills; (v) climate 

adaptation and resilience improved; and (vi) the financial inclusion of beneficiaries 

with an established credit history facilitates their access to credit. 

III. Risk management 

A. Risks and mitigation measures 
27. The February 2024 elections, following which none of the major political parties had 

a clear majority, led to a coalition government. In Sindh, the previous party in 

power being again in charge promises continuity. Political changes notwithstanding, 

sovereign agreements on international financial institution loans and projects are 

respected and implemented by the permanent bureaucratic system that is by and 

large immune to political changes.  

28. The country’s inherent fiduciary risk rating is high. Pakistan has a score of 27/100 

and is ranked 140/180 in the 2022 Corruption Perceptions Index released by 

Transparency International. One key concern is the weakening of anticorruption 

institutions and, in some cases, the absence of an agency to coordinate action 

against corruption. The Government is taking several measures to respond to the 

challenge, including the World Bank-supported Public Expenditure and Financial 

Accountability programme, to bring greater transparency and accountability to 

provincial public expenditures. 

Table 4 
Overall risk summary  

Risk areas Inherent risk rating Residual risk rating 

Country context Substantial Substantial 

Sector strategies and policies Moderate Moderate 

Environment and climate context Substantial Substantial 

Project scope Moderate Moderate 

Institutional capacity for implementation and sustainability Substantial Substantial 

Financial management High High 

Project procurement Substantial Substantial 

Environment, social and climate impact Substantial Moderate 

Stakeholders Low Low 

Overall Substantial Substantial 

B. Environment and social category 
29. The environmental and social category risk of the project is moderate. The target 

coastal districts have been facing environmental degradation due to poor drainage, 

soil salinization and a shortage of surface water supplies from the Indus River. The 

project’s physical interventions will have limited environmental impacts, and 

mitigation measures are planned: improved pest management and climate-smart 

agriculture. The linked ADB infrastructure investments will help to restore 

ecosystem services and improve the water cycle.  

C. Climate risk classification 

30. The climate risk category of the project is substantial. All three target districts have 

been experiencing floods, cyclones and heatwaves over the past few decades that 

have caused serious agricultural and economic losses to the concerned population. 

The target groups are sensitive to climate change impacts, as they are dependent 

on earnings from agriculture and fisheries, which are directly dependent on weather 

patterns and climatic events. While it is expected that the project will build the 

resilience of the target populations through relevant activities and practices 



EB 2024/142/R.4 

8 

contributing to climate adaptation, at baseline, low adaptive capacities characterize 

these populations. 

D. Debt sustainability  
31. The International Monetary Fund (IMF) assessment released on 19 January 2024 

shows that public debt is assessed as sustainable at baseline. It is underpinned by 

the steadfast implementation of the proposed IMF standby arrangement policies, 

namely, tax measures introduced as part of the budget of the 2023 fiscal year, 

which are assumed to continue beyond the project horizon, a macro framework that 

does not assume either additional primary consolidation or expansion beyond the 

2024 fiscal year, and the gradual resumption of growth in the coming years.  

32. Elevated gross financing needs continue to pose high risks to debt sustainability, 

particularly as fiscal and reserve buffers have been depleted. In this regard, timely 

disbursements of committed bilateral and multilateral support are critical in the 

period ahead. Higher interest rates, a larger-than-expected growth slowdown due 

to policy tightening, pressures on the exchange rate, renewed policy reversals, 

slower medium-term growth and contingent liabilities related to statements of 

expenditure pose significant risks to debt sustainability. 

IV. Implementation 

A. Organizational framework 
Project management and coordination 

33. The Economic Affairs Division of the Ministry of Economic Affairs will be the overall 

coordinating agency at federal level for the IFAD financing. The Planning and 

Development Board of the Government of Sindh will be the lead project executing 

agency. A joint provincial steering committee, for the parallel ADB- and IFAD-

financed components of SCRP, headed by the chairperson of the Planning and 

Development Board, will be responsible for all aspects related to policy, 

development coordination, project budget appropriations and accountability for 

performance/results and will ensure synergy between the ADB and IFAD activities. 

A project management unit (PMU) in Karachi, with a competitively selected project 

director and competitively recruited professional staff, and district coordination 

units (DCUs) in the three target districts will be responsible for planning, 

coordination, financial management, gender and nutrition, agribusiness, 

procurement and the monitoring and evaluation (M&E) of project activities. Other 

implementing partners include the Agriculture Supply and Prices Department, the 

Livestock and Fisheries Department, the Sindh Technical Education and Vocational 

Training Authority, and financial institutions. The PMU will contract implementing 

partners with competencies in agriculture and fisheries value chain development, 

participatory planning and poverty graduation. 

Financial management, procurement and governance  

34. The PMU will have an adequately staffed financial management section. The finance 

manager will be competitively recruited, subject to IFAD’s approval, and receive a 

market-based salary. The finance manager will be assisted in their functions by a 

competitively recruited accounts officer, a budget and finance officer and two 

accounts assistants. The project will have largely centralized financial management 

arrangements with all major procurements and service provision payments 

managed at PMU level. Each DCU will have one accounts assistant as the DCUs will 

manage only small operational budgets.  

35. All project activities will be guided by the AWPB, based on the project design report 

and financing agreement and duly approved by the project steering committee 

(PSC) and subject to IFAD’s approval. The PSC will conduct a midyear review to 

assess progress against the annual plan and approve any required adjustments, 

revisions and remedial measures.  
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36. The PMU shall open a designated assignment account with the National Bank of 

Pakistan to receive and use IFAD’s loan. The State Bank of Pakistan, which holds 

the accounts of foreign aid for Pakistan, shall receive funds from IFAD in United 

States dollars, convert the funds according to the current exchange rate into the 

local currency, debit the national account for loan, and credit the project’s 

designated assignment account accordingly.  

37. The project will have two sources of funds: IFAD and the Government of Sindh. The 

PMU will have separate assignment accounts in the National Bank of Pakistan for 

each of the financiers. The accounting system shall record government financing 

separately. Apart from meeting the PMU’s and DCUs’ own operational expenses, 

most of the investment funds will be expended through implementing partners and 

village organizations. 

38. The internal control arrangements for the project will include: (i) competent 

personnel with clear responsibilities and adequate segregation of duties; (ii) an 

adequate financial records management system with a complete and accurate audit 

trail; (iii) physical safeguarding, including regular verifications and controls of the 

assets and financial documents of the project; (iv) independent reviews; and 

(v) clear procedures for timely monitoring and financial reporting by the 

implementing partners of the project. 

39. Project accounting will be managed in accordance with the cash basis of financial 

reporting of the International Public Sector Accounting Standards. The PMU at 

project start-up shall procure appropriate accounting software to manage its 

accounts. The PMU will be required to submit three types of financial report to 

IFAD: (i) interim quarterly financial reports within 30 days of close of each quarter, 

indicating progress under each component and expenditure category, duly 

reconciled with the bank, and signed by the finance manager and project director; 

(ii) detailed unaudited financial reports for each financial year within four months of 

the close of the financial year; and (iii) the audited financial statements within six 

months of close of the financial year (end of December each year). 

40. The Auditor General of Pakistan shall conduct an external audit of the project 

accounts. The PMU shall submit to the Auditor General’s office the annual financial 

statements of the project within two months of the end of financial year.  

Target group engagement and feedback and grievance redress 

41. A participative approach has been taken in the project design to generate 

ownership by key stakeholders. This includes: (i) participatory development of the 

AWPB; (ii) continuous mentoring on how to manage processes with due regard for 

cross-cutting themes; (iii) joint monitoring of progress; (iv) emphasis on gender 

balance among the implementing partners’ staff; and (v) random field inspections 

in the target areas to ensure that the beneficiaries’ concerns are being considered 

in project interventions and to avoid elite capture. The PMU will organize regular 

project performance feedback sessions both with the implementing partners and 

village organization office-bearers. All contracts/memorandums of understanding 

with the implementing partners will contain references to IFAD’s policies on 

(i) anticorruption, (ii) preventing and responding to sexual harassment, sexual 

exploitation and abuse, and (iii) anti-money laundering and countering the 

financing of terrorism. 

Grievance redress 

42. In addition to existing grievance redress mechanisms at federal and provincial 

levels, the project will put in place multichannel systems for the receipt and redress 

of grievances with regards to project activities. Complaint logs will be maintained 

containing details of complaints, the action taken and outcomes. 
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B. Planning, monitoring and evaluation, learning, knowledge 

management and communications 
43. The AWPB will be the main instrument for project planning and implementation, 

based on project design, cost estimates and in phase with the Government of 

Pakistan’s annual planning cycle. The AWPB preparation will be a consultative 

exercise involving the PMU, implementing partners, private entities, village and 

producers’ organizations and other stakeholders.  

44. SCRP will build on the institutional capacity of the Government of Sindh’s Monitoring 

and Evaluation Cell in the Planning and Development Board for development 

schemes. The PMU will establish a logical framework-based management 

information system, aligned with the AWPB, which will facilitate data collection and 

analysis, and inform decision-making. 

45. The project results will be measured at output, outcomes and impact levels against 

indicators, disaggregated by sex and age, in the project’s logical framework. An 

M&E plan will be the basis for annual M&E activities. As per IFAD guidelines, three 

core outcome indicator surveys will be carried out at baseline, midterm and 

completion. 

46. Knowledge management will be based on a strategy and action plan, to be 

prepared at start-up and updated annually. The PMU will conduct studies 

throughout project implementation in conjunction with ADB to assess the 

collaboration and results. The PMU will develop stakeholder-specific knowledge 

management and communications material and document lessons learned for 

dissemination. 

Innovation and scaling up 

47. The creation of inclusive village organizations will enable all stakeholders to look at 

the development challenges and opportunities from a holistic point of view and 

generate a more robust social capital and ownership of the interventions. The 

financial inclusion of the currently underserved poor households will establish their 

credit history for sustained access to financial services. Climate-adapted value 

chains will improve incomes in a gender-, youth- and nutrition-sensitive manner. 

Offshore aquaculture development will provide meaningful income opportunities to 

the young people in fishing communities and reduce pressure on depleting marine 

fisheries stock.  

C. Implementation plans 
Implementation readiness and start-up plans 

48. To overcome the persistent issue of delays in project start-up, and based on lessons 

learned, the Sindh Planning and Development Board will be required to complete 

certain key actions prior to loan effectiveness. This includes the timely completion 

of the Government’s internal approvals of the project, as well as the early 

recruitment of the core staff of the PMU and district offices before loan 

effectiveness. 

Supervision, midterm review and completion plans 

49. IFAD will send start-up and implementation support missions to guide the project 

staff and implementing partners on approaches and processes. One full supervision 

mission will be carried out on a yearly basis.  

50. A joint midterm review by IFAD and the Government of Sindh will assess the 

project’s progress against development objectives, the quality of delivery and 

impact on beneficiaries, and, if needed, propose remedial actions to ensure 

development objectives are met. In the last year of implementation, a project 

completion report will be prepared by IFAD in collaboration with the implementing 

agency/PMU. 
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V. Legal instruments and authority 
51. A financing agreement between the Islamic Republic of Pakistan and IFAD will 

constitute the legal instrument for extending the proposed financing to the 

borrower/recipient. A copy of the negotiated financing agreement will be made 

available prior to the session. 

52. The Islamic Republic of Pakistan is empowered under its laws to receive financing 

from IFAD. 

53. I am satisfied that the proposed financing will comply with the Agreement 

Establishing IFAD and the Policies and Criteria for IFAD Financing. 

VI. Recommendation 
54. I recommend that the Executive Board approve the proposed financing in terms of 

the following resolution:  

RESOLVED: that the Fund shall provide a loan on blend terms to the Islamic 

Republic of Pakistan in an amount of sixty million United States dollars 

(US$60,000,000) and upon such terms and conditions as shall be 

substantially in accordance with the terms and conditions presented herein. 

Alvaro Lario  

President 
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Integrated project risk matrix 

 
Risk Category / Subcategory   

Inherent risk Residual risk 

Country Context Substantial Substantial 

Fragility and Security Substantial Substantial 

Risk:  

Pakistan’s security environment has improved and security situation in the 
Sindh province is generally stable but remains unpredictable in view of the 
recent surge in terrorist-related incidents in other provinces (KP and 
Balochistan) along the border of Afghanistan. Street crimes are common in 
the capital city of Karachi. A number of UN agencies including UNDP, 
UNICEF, ILO, WFP, FAO and UNHCR and WHO and WB and ADB are 
present in the province. Staff of the foreign aid agencies and diplomates are 
free to travel to and within the province.  
The country is one of the most affected countries in terms of climate change, 
and the likelihood of a calamity in the project area during the project 
implementation are high. More details are presented in the respective 
sections.  

Substantial Substantial 

Mitigations:  

The situation will be continuously monitored and appropriate mitigation 
measures will be put in place if deterioration of security in the province and 
any project district emerges. UNDSS advisory will be followed. The provincial 
government security advisories will be used for timely and informed input to 
the project teams and IFAD Missions to ensure their smooth and safe travel 
to the project areas.  
Security: UNDSS advisory will be followed and government security 
advisories will be used for districts with substantial risks. Additionally, 
experience of IFAD indicates that engagement of local service provider for 
social mobilisation, participatory approach and strong involvement of 
community networks provide opportunities for offsetting security risks to great 
extent.  
The project includes a RED Component to ensure concrete mitigation 
measure in case a calamity happens. The infrastructure will be climate-
proofed to increase its resilience capacity.  

  

Macroeconomic Substantial Substantial 

Risk:  

The country’s worsening macroeconomic situation due to high fiscal and 
current account deficits and low levels of reserves, continued devaluation of 
national currency and increasing inflation is leading to decline in household 
incomes and employment opportunities for poor HH.  
Additionally, the tightening of fiscal management due to latest standby 
arrangement with IMF, may pose challenges for availability of counterpart 
funding.  

Substantial Substantial 
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Mitigations:  

The project will mitigate the effects of the macroeconomic situation on the 
target population with a strong focus on poverty reduction through assets 
accumulation, strengthening of value chains and provision of skill trainings to 
rural youth for gainful employment within developing value chains and in 
wider labour market.  
During the implementation IFAD and executing agency will ensure; (i) 
continued relevance of project to needs of beneficiaries and government’s 
priorities; (ii) timely projections to determine counterpart, and (iii) regular 
monitoring of disbursements.  
Unit costs and budgets for each activity will be annually reviewed and 
adjusted by PSC to ensure that budgets reflect the prevailing market prices. 
At MTR, a holistic review will be carried out in terms of relevance and impact 
to effect necessary adjustments.  

  

Governance Substantial Substantial 

Risk:  

After the 18th amendment to the constitution in 2008 almost all key sectors 
related to IFAD’s mandate and its administrative and fiscal responsibility are 
now provincial subjects. However, provinces still face challenges in the 
development of a strong system for the delivery of development priorities in 
an efficient, equitable and transparent manner and through participatory 
development approaches.  
Weak institutional capacity of public service providers and financial 
constraints often result in sub-optimal performance.  

Substantial Substantial 

Mitigations:  

The Government of Sindh is committed to poverty reduction and agricultural 
development as evidenced by recent promulgation of Provincial Poverty 
Reduction Strategy.  
The project will assist the GoS in addressing management and technical 
capacity gaps for improved and demand-based service delivery to the poor 
with focus on participation of communities and private sector in service 
delivery.  
The project will particularly enhance capacity to respond to need for climate 
change risk reduction and to respond to the changing demand for 
technologies for agriculture and market demand based vocational skills 
development and employability of youth and women.  
The existence of a network of community organisations in the province, 
engagement of private service providers for social mobilisation and 
participatory development approach of the project will provide opportunities 
for inclusiveness, equity and transparency. The project will be strengthening; 
(i) local community institutions to take ownership of project outcomes and to 
liaise with the district authorities for continued support; and use community 
procurement mechanisms to enhance accountability and transparency using 
social capital.  
The PMU will be autonomous and empowered with full complement of 
competitively selected technical experts to offset the impact of Governance 
issues in regular departments and facilitate dialogue with relevant authorities.  

  

Political Commitment Moderate Moderate 

Risk:  

Recent elections for national and provincial assemblies have resulted in a 
fractured mandate at national level while same party has returned with clear 
majority in Sindh provincial assembly. The project approach and focus on the 
poorest rural people is well aligned with manifesto and political priorities of 
the winning party in Sindh province. A transition phase will now ensue from a 
caretaker set-up to the new government which may create a degree of 
uncertain approval progress.  

Moderate Moderate 
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Mitigations:  

IFAD will continuously monitor the evolving socio-political situation for prompt 
adjustments, if required. After any national or provincial Government change, 
a meeting or mission will be conducted to introduce the project to the new 
authorities and analyse any need of adjustment to adapt to any new 
development strategy  

  

Sector Strategies and Policies Moderate Moderate 

Policy Development and Implementation Moderate Moderate 

Risk:  

Recognising its increased responsibilities after the 18th constitutional 
amendment, the provincial government formulated policies for youth, women 
empowerment, and agriculture.  
However, there are limited capacities for the execution of policies including 
concrete actions, associating reforms and strategies and regulatory 
frameworks etc., leading to deferred benefits to communities and project 
beneficiaries.  

Moderate Moderate 

Mitigations:  

The project will provide support for effective implementation of the relevant 
parts of the policies including the associating strategies, frameworks and 
capacity building.  
The project shall focus on generating new, simple, and replicable approaches 
for policy implementation— working collaboratively with all key stakeholders. 
This will ensure that the successful approaches become visible and generate 
a strong traction for a wider adoption and implementation by the provincial 
government.  

  

Policy alignment Moderate Moderate 

Risk:  

Many sectorial policies and programmes at federal and provincial level are 
ending during the project period and new ones may appear.  

Moderate Moderate 

Mitigations:  

Generally, foreign funded projects and commitments are not affected with the 
change in government. Every successive government have supported social 
protection and poverty reduction programmes (BISP). Pakistan was one of 
the first countries to endorse SDG in 2015 and adopted SDGs as the national 
development agenda through parliamentary approval.  
IFAD’s past and on-going projects and programmes have supported and will 
support government priorities notably for poverty reduction and agriculture 
development.  
The project is well aligned with the federal and provincial government policies 
and priorities and relevant SDGs.  
The lessons learnt of the project will be used to inform the policy dialogue at 
portfolio level to increase the alignment between the project and the new 
policies and strategies.  

  

Environment and Climate Context Substantial Substantial 

Project vulnerability to climate change impacts Substantial Substantial 

Risk:  

In a semiarid environment, project areas are experiencing flooding, cyclones 
and heat waves due to climate change. The frequency and intensity of 
extreme climate events is projected to increase, increasing disaster risk 
particularly for vulnerable poor and minority groups. Income earned from 
agricultural, livestock and fishing activities form the core livelihoods of the 
target groups which depend on weather patterns and climatic events. At the 
same time, awareness and adaptation capacity of the communities is limited. 

Substantial Substantial 
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Mitigations:  

The project components are designed to (i) to make value chains less 
vulnerable to climate change (C1) and (ii) encourage livelihood diversification 
(2). Building the capacity of vulnerable target groups to diversify activities 
through investments in new/alternate means of income generation is a key 
subcomponent of the project. The vulnerable groups (small holders, interest 
groups, women, poor, and young people) will adapt new skills through 
capacity building and inputs to increase their incomes.  
ADB infrastructure aiming at restoring ecosystem services will directly 
contribute to reduce climate vulnerability of communities.  

  

Project vulnerability to environmental conditions Substantial Substantial 

Risk:  

The Project area is faced with environmental degradation due to excessive 
Indus river water withdrawal upstream and limited or no drainage facilities 
due to malfunctioning of existing drainage system. Soil salinization and poor 
groundwater quality are widespread while ecosystem degradation of the 
Indus Delta due to water cycle disruption, pollution and sea intrusion in the 
coastal areas are also contributing factors.  

Substantial Substantial 

Mitigations:  

Project’s component 1 is designed to mitigate the impacts of prevailing and 
anticipated environmental conditions. This includes transition to crops and 
production practices that are better suited and resilient to prevailing and 
anticipated future environmental risks. Resources are made available to 
improve irrigation efficiencies, provide backup supply through storage ponds 
and improve on-farm drainage in waterlogged areas. The project components 
are designed to encourage adoption of best agricultural practices suiting and 
improving the prevailing environment through climate smart agriculture, but 
also develop economic opportunities in degraded environment. New activities 
envisaged for vulnerable target groups will contribute to adoption of more 
sustainable practices (such as production of compost, biopesticides).  
Alignment with ADB infrastructure will increase the financing available to 
mitigate the risk that environmental conditions impact project’s investments.  

  

Project Scope Moderate Moderate 

Technical Soundness Moderate Moderate 

Risk:  

The key potential risks that can be foreseen at this stage is the very weak 
resource and productive asset base of beneficiaries that could allow 
introduction of business-oriented approaches leading to value chain 
development.  
The low literacy rate may further complicate the adoption of the proposed 
capacity building interventions.  

Moderate Moderate 

Mitigations:  

The project design adopts an incremental approach to improved production 
and productivity in existing production systems through technology, access to 
finance and aggregation for strengthened bargaining position of smallholder 
farmers and fisherfolk. Once economies of scale are achieved, then VOs will 
be assisted to enter into 4P arrangements.  
The project will aim to create an enabling environment through capacity 
building, productive assets accumulation, social and productive infrastructure, 
financial services and capacity building, for business orientation and private 
sector involvement.  
The project design will be kept simple in terms of number, type and range of 
activities as well as the implementation arrangements.  

  

Project Relevance Moderate Moderate 
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Risk:  

Currently insufficient scope exists for smallholder farmers and fishermen to 
compete in the market. The key challenge and risk is the very weak resource 
and poor assets base and capacities of the intended target group to 
participate in the value chain development.  
There is mismatch between demand and supply of skilled workforce in local 
labour market and TVET institutes are unable to respond to the demand 
owing to disconnect between the skills and curriculum offered and delivered 
and actual market demand. 

Moderate Moderate 

Mitigations:  

The project approach and proposed interventions are based on analysis of 
contextual conditions of the target group and market. The project scope, 
approach and proposed activities were identified in consultation with the 
provincial governments and discussions with fishing and agriculture 
communities.  
The project design builds on evidence-based lessons from IFAD (SPPAP and 
ETI-GB) and other donor-financed projects and programmes. The project 
objectives will be pursued by addressing the critical issues of assets 
accumulation, financial services and capacity building.  
The project will provide an opportunity for realizing the dividends of the “youth 
bulge” in terms of addressing critical challenges related to human capital 
development. The project will specifically focus on youth employability for 
employment and self-employment/entrepreneurship in agriculture including 
fisheries and livestock and other rural enterprises.  
The institutional and technical capacity gaps of TVET sector will be 
addressed by engaging with TVET institutions in private sector.  

  

Institutional Capacity for Implementation and Sustainability Substantial Substantial 

Monitoring and Evaluation Arrangements Substantial Substantial 

Risk:  

Owing to skills and capacity constraints, the M&E systems may not be well- 
positioned to track performance in terms of outcomes and results and instead 
focus on outputs, thereby contributing to the project delivery risk. 

Substantial Substantial 

Mitigations:  

An M&E system, with adequate human capacity and tools, will be developed 
to provide project management, the Government and IFAD with reliable and 
timely information on project execution performance and results and to 
ensure efficient and effective project implementation.  
Key element of the M&E system will be disaggregated poverty graduation 
tracking, changes in incomes and asset base, food security and nutrition, 
climate adaptation and reslience, youth and women empowerment through 
participatory monitoring and evaluation. BISP PSC data will be used as a 
benchmark to track the progress of poverty graduation and income and asset 
changes of beneficiaries.  
Provisions will be made for a strong M&E team within the PCU and their 
capacity building.  

  

Implementation Arrangements Substantial Moderate 

Risk:  

Inherent institutional capacity risks are moderate in the province.  
However, start up delays are common and technical capacity and the skills 
level of public service delivery institutions may pose a challenge for the 
implementation of the projects approaches and interventions.  

Substantial Substantial 
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Mitigations:  

Relevant government line departments and private sector service providers 
present in the project area have previous reasonable exposure to 
participatory development approaches.Some of existing capacity gaps in 
extension services will be addressed by the project to enable effective 
engagement.  
Project management responsibilities will be assigned to an autonomous and 
empowered PMU, reporting to the Project Steering Committee headed by 
Chairperson, Planning and Development Board that will be responsible for 
policy level guidance, coordination, oversight, progress review and will take 
corrective actions where warranted.  
IFAD will continue to monitor the situation and work with GoS to develop 
solutions if implementation arrangements appear insufficient.  
To mitigate the risk of start-up delays, assistance will be provided for the 
formulation of the PC-I (government project document), parallel to the 
finalization of the project design. The IFAD country team will provide frequent 
implementation support in the initial stage of the project. Additionally, 
adequate resources will be provided for capacity building and additonal 
technical assistance.  

  

Risk:  

Inherent institutional capacity risks are moderate in the province.  
However, start up delays are common and technical capacity and the skills 
level of public service delivery institutions may pose a challenge for the 
implementation of the projects approaches and interventions.  

Moderate Low 

Mitigations:  

Relevant government line departments and private sector service providers 
present in the project area are reasonably well placed in terms of 
management and technical capacities and exposure to participatory 
development approaches.  
Project management responsibilities will be assigned to Sindh Coastal 
Development Authority (SCDA), reporting to the Project Steering Committee 
headed by Chairperson, Planning and Development Board and will be 
responsible for policy level guidance, coordination, oversight, progress review 
and will take corrective actions where warranted. SCDA has prior experience 
of implementing donor funded projects/programmes.  
IFAD will continue to monitor the situation and work with GoS to develop 
solutions if implementation arrangements appear insufficient.  
To mitigate the risk of start-up delays, assistance will be provided for the 
formulation of the PC-I (government project document), parallel to the 
finalization of the project design. The IFAD country team will provide frequent 
implementation support in the initial stage of the project. Additionally, 
adequate resources will be provided for capacity building.  

  

Project Financial Management High High 

Project External Audit Substantial Substantial 

Risk:  

• IFAD notes persistent gaps with reference to external auditing of projects 
which include weak-follow up with audit office resulting in backlog of audit 
findings, non-resolution of audit findings—which could potentially create 
ineligible expenditure for the project.  
• Audit may not be required of key sub-recipients of IFAD Financing; hence, 
Partner Organizations may not submit annual audit reports to the PMUs. This 
may weaken the levels of assurance over project funds.  

Substantial Substantial 
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Mitigations:  

PMU will be guided by IFAD to:  
• Engage with Director General Audit for timely completion of audit.  
• Send scanned copies of the final audit report as soon the report is ready to 
ensure on-time submission to IFAD and to avoid delays resulting from mail 
services. Then the hard copy can follow to IFAD ICO in Islamabad.  
• Settle Audit observations within four (4) months after the Audit Report has 
been shared with project executing agency to ensure early resolution at 
Departmental Accounts Committee level.  
• Ensure follow up meetings with the Auditors to settle any unsettled audit 
findings from previous years.  
• Ensure engagement of reputable Chartered Accountant Firm, with IFAD 
concurrence, for the audit of NGOs and/or any partner organizations.  

  

Project Accounting and Financial Reporting Substantial Substantial 

Risk:  

• Accounting software may not be adequately sophisticated or customized to 
meet project reporting requirements. This may result in difficulties to 
automatically generate required reports from the system, consolidate reports 
across multiple financing instruments, implementing layers and levels and 
report on multiple currencies.  
• Weak monitoring of physical and financial progress may result in difficulty to 
track implementation progress and gaps and to take prompt remedial actions.  
• Project financial procedures in the PIM may lack enough details to provide 
guidance to the project staff and may not be updated as at when required.  

Substantial Substantial 

Mitigations:  

• An appropriate Accounting Software will be procured, installed and the 
finance team trained in its use. Financial reports should be auto generated 
from the procured accounting software.  
• Integration of the service providers, expenditures in the PMU accounting 
software. Relevant procedures to be identified in the PIM. The finalization and 
approval of the PIM Designated Accounts for the project will be opened within 
eight (8) weeks of the date of signing of the Financing Agreement and will be 
a condition for disbursement of the initial advance.  
• PMU shall submit to IFAD; Quarterly Interim Financial Reports within 30-day 
of period end, annual unaudited financial statements within 4-month of year 
end and annual audited Financial Statements within 6-month of year end.  
• FM staff should be orientated to comply with IFAD’s requirements in their 
work— including those relating to IFAD’s Anti-corruption policy. The 
acquisition of the software including staff training will be part of the start-up 
activities.  

  

Project Internal Controls High High 

Risk:  

• Instances of non-compliance with applicable internal controls have been 
reported by the Auditor General of Pakistan in recent audit reports, as well as 
in supervision & implementation support missions.  
• Absence of internal audit function at project management and lower levels 
of implementation may pose internal control risks.  
• Contracts and MoUs with implementing partners may not include key 
clauses on internal controls and reporting requirements.  
• Inadequate supporting documentation to justify expenditure especially 
around asset management, travel expenses, and vehicle fuelling and 
maintenance, raising the risk of ineligible expenditure.  
• Weak segregation of duties may arise to high numbers of staff vacancy.  

High High 
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Mitigations:  

• To effectively safeguard project resources, the Office of the Auditor General 
will be engaged to perform compliance verifications on key project activities 
and the PMU would also engage the new internal audit function set up by 
WB/GoP to perform IA for all IFAD projects.  
• A few internal control measures will be implemented to mitigate risks of 
internal controls failure such as  
o monthly bank reconciliation.  
o budgetary controls over each transaction.  
o budget vs actual analysis and reporting to PSC.  
o maintenance of Fixed Asset Registers and verification of assets 
randomly/periodically.  
o complete documentation of activities especially at the beneficiary level and 
random/periodic inspection to test credibility of reporting by implementing 
partners. Details will be provided in the PIM.  
• Supervision missions would specifically examine whether the project is in 
full compliance with these internal control requirements.  

  

Project Funds Flow/Disbursement Arrangements Substantial Substantial 

Risk:  

• Sub-optimal disbursement may occur because of delays in the start-up of 
projects arising from delays in opening bank accounts and fulfilment of the 
other disbursement conditions.  
• There may be weakness around traceability of interventions at the 
beneficiary level.  
• There is weak capacity at lower levels of implementation such as at the 
community organizations (COs), beneficiary groups and other sub-national 
partner organizations (POs). Oversight and monitoring of these organizations 
by the project management may be ineffective.  

Substantial Substantial 

Mitigations:  

• A clear and streamlined process of flow of funds for IFAD financing. As per 
the arrangements, a special designated account for loan disbursement and a 
separate account for management of government counterpart funds are 
established with the National Bank of Pakistan (government owned and a 
subsidiary of State Bank of Pakistan) to provide independent drawing facility.  
• Designated Accounts for the project will be opened within eight (8) weeks of 
the date of signing of the Financing Agreement and will be a condition for 
disbursement of the initial advance.  
• Counterpart Fund requirements shall be clearly established through timely 
preparation and approval of AWPB (latest by 15 April of each financial year- 
before the start of preparation of the government budget and Annual 
Development Programme process. The AWPB counterpart fund requirements 
shall be reflected in the provincial Annual Development Programme and 
budget.  
• The project will utilize IFAD’s technical guidance note on co-financing and 
in-kind contribution to develop a section in the manual for capturing, 
monitoring, and reporting in-kind contributions.  
• Disbursement will be based on validated 6 months cash forecast, and 
expenses will be justified based on quarterly interim financial report.  

  

Project Budgeting Substantial Substantial 
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Risk:  

• The project will have multiple financiers namely IFAD, ADB, Government 
Contribution, and Beneficiaries contribution. There is a risk of mix-up in 
budgeting and expenditure allocations to these multiple financiers.  
• There may be frequent delays in the submission of AWPB. This may arise 
from delays in sitting and approval by the project steering committees and 
difficulties in consolidating budgets from the lower levels of implementation.  
• Tough fiscal policies such as the Government’s introduction of rupee covers 
may result in poor AWPB implementation. The Standby Arrangement (SBA) 
policies agreed between the Government and IMF may further challenge the 
implementation of AWPB for IFAD Financing and Government counterpart 
funds.  

Substantial Substantial 

Mitigations:  

• A dedicated and fully empowered PCU will be responsible for 
implementation of IFAD livelihood enhancement component of this co-
financed project. With parallel financing mode, there is no risk of mixing of 
IFAD and ADB funds. Same applies to government counterpart of beneficiary 
contributions.  
• The cost tables, PDR/PC-1 and PIM will have sufficient details on key 
activities to be implemented and sources of finances for these costs. 
Subsequently, the AWPB will be prepared with adequate details on financing 
for key activities to ensure adequate guidance to the accounting team in 
booking of the expenditure.  
• PCU shall obtain the approval of AWPB & Procurement Plan through the 
PSC (by 30 April each year) and shall ensure that counterpart fund 
requirements of AWPB are reflected in the Annual Development 
Programme/budget of the provincial government.  
• Appropriate consultations should be held with representatives of the 
borrower in advance of the workplan development. Annual budget would be 
communicated in advance of setting the rupee cover.  
• AWPB/Procurement Plans shall be prepared in consultation with 
implementing partners/service providers and these IPs will be supported by 
PMU to ensure proper estimation of funding requirements in the AWPB.  

  

Project Organization and Staffing High Substantial 

Risk:  

• There may be delays in recruiting and filling vacant positions with suitably 
experienced and qualified personnel. Root causes may include weak capacity 
in the job market, interference in the recruitment process and underpayment 
on projects compared to market price.  
• The organizational structure of project may be inadequate for the 
implementation arrangement of the project.  

High Substantial 

Mitigations:  

• Core staff of the PMU—Project Director, Finance Manager/FM Specialist, 
FM Specialist, M&E Specialist should be engaged within eight (8) weeks of 
the date of signing of the Financing Agreement and will be a condition for 
disbursement of the initial advance.  
• Institution of a well-structured finance unit within the PCU that includes 
competent and qualified staff who can carry out project financial management 
as per the fund requirements.  
• All finance staff to undertake IFAD Online Finance Management practices 
and procedures course and IFAD anti-corruption training. In addition to that, 
finance staff to attend induction sessions on IFAD financial management 
requirements as conducted by IFAD Finance Officer.  

  

Project Procurement Substantial Substantial 

A.1 Legal, Regulatory and Policy Framework Moderate Moderate 
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Risk:  

To some extent, the public procurement legal framework encapsulates the 
agreed principles and ensure compliance with applicable obligations. 
Implementing regulations notified so far support the legal framework. The 
country procurement system is just 2 decades old. There are some 
international best practices incorporated in the procurement legal framework. 
There are no supporting User Guides for the procurement practitioners. There 
is no downstream procurement procedural manual /guideline for the PAs to 
effectively ensure efficiency, economy and transparency during the 
procurement process. There is no procurement monitoring mechanism and 
Guide on contract management. Recent amendments relating to engagement 
of state-owned entities under direct contracting does not seem in line with 
promoting competition and transparency. 

Moderate Moderate 

Mitigations:  

PPRA should focus on meeting the development of missing standard 
procurement documents to complete the procurement regulatory framework 
at the federal level. Subsequently, PPRA should activate the National Institute 
of Procurement (NIP), take lead in designing of an annual calendar of a 
series of capacity building training programs.. 

  

A.2 Institutional Framework and Management Capacity Moderate Moderate 

Risk:  

The institutional framework and management capacity may be treated as 
average. The procurement planning is aligned with annual budgeting 
exercise. However, there is no mechanism for detailed planning and updating 
of procurement plans during the year. PPRA is managed by its Board albeit 
some potential conflict of interest in terms of financial and administrative 
autonomy. The country procurement system is just 20 years old and it has to 
go a long way to achieve the desired institutional maturity and proper 
functioning. The public procurement system has a capacity to develop and 
improve. The progress is very slow but it is in the right direction. The 
ingredients required for introducing and operating e-public procurement 
system are being brought together. 

Moderate Moderate 

Mitigations:  

The main challenge is ensuring the development of desired capacity in the 
areas of procurement regulations, planning, transactions, monitoring, audit 
and contract management. The government must recognize procurement as 
a profession and do the needful as soon as possible. It should focus on 
promoting public procurement as a promising career stream with the 
introduction of necessary certification/accreditation. 

  

A.3 Accountability, Integrity and Transparency of the Public Procurement 
System 

Moderate Moderate 

Risk:  

Capacity constraints lead to poor procurement planning and weak contract 
management. PPRA to take lead and coordinate with PEC and other 
professional bodies of Constructors and Consultants; design an annual 
calendar of training programs for the PAs on frequent issues relating to 
effective contract management. There is a communication gap between the 
public sector and private sector. There are representative professional bodies 
of suppliers, constructors and consultants in the country. Market knowledge 
for the PAs of critical sectors (energy, transport, irrigation etc.) may be 
updated through interaction with these bodies on a working relationship basis. 

Moderate Moderate 
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Mitigations:  

There is a communication gap between the public sector and private sector 
which should be bridged through mutually agreed actions. These actions may 
include capacity building of both sides of the equation. The training activity 
should be coordinated by PPRA with PEC and these bodies. 

  

A.4 Public Procurement Operations and Market Practices. Substantial Substantial 

Risk:  

The country procurement system is fairly new in performance of its 
operations. The country has ethics and anti-corruption measures in place. 
The components required for ensuring accountability, integrity and 
transparency of the public procurement system are somewhat present. The 
country has effective control and audit systems.  
There is always room for improvement and with the passage of time, the 
Authority will attain required level of operational maturity. Procurement is a 
cross-cutting function, one aspect is the audit activity. The country has a 
sound legal framework and institutional arrangements for external audit—
though the practice of performance audit and procurement audit (as a sector) 
is not established. It is not clear whether the offices of Chief Internal Auditors 
will enhance the procurement efficiency or otherwise. 

Substantial Substantial 

Mitigations:  

PPRA to prepare a bucket list based on following. Plan an awareness 
campaign to sensitize the stakeholders on the functions and powers of the 
authority; coordinate with AGP office to start the practice of sector audit; liaise 
with NAB and FIA and discourage investigation of cases by them; prepare a 
case for establishment of office of the procurement ombudsman as highest 
procurement appellate authority. 

  

B.1 Assessment of Project Complexity Substantial Substantial 

Risk:  

Initial implementation support would be mitigation any capacity challenges 
during the early stages of the project and subsequently ad hoc support to be 
provided 

Substantial Substantial 

Mitigations:  

Ensure IFAD Implementation Support plus Procurement TA to be fielded by 
Project 

  

B.2 Assessment of Implementing Agency Capacity Substantial Substantial 

Risk:  

The overall risk is established as substantial given the limited experience and 
capacity working with the new province. 

Substantial Substantial 

Mitigations:  

Project procurement will be ring fenced within the Project PMU with adequate 
technical support both from IFAD and Government. Oversight mechanism 
through internal and external audits and IFAD PPA and supervision would 
ensure adequate controls with the PMU 

  

Project Procurement Overall Substantial Substantial 

Risk:  

The Procurement Framework identified substantial risk 

Substantial Substantial 



Appendix III  EB 2024/142/R.4 

20 

Mitigations:  

Mitigation measure in the form of IFAD SDB, its Handbook, IFAD OPEN 
System and ICP CMT would provide adequate measure to mitigate risk 

  

Environment, Social and Climate Impact Substantial Moderate 

Vulnerability of target populations and ecosystems to climate variability and 
hazards 

Substantial Substantial 

Risk:  

Pakistan is one of the most vulnerable countries in the world to climate 
change as a huge portion of its population depends on the on farm and off 
farm sectors. The effects of climate change are being felt in rural areas and 
across ecosystems with adverse impacts on natural resources and the 
livelihoods that they support. This exposure to vulnerability is predicted to be 
exacerbated with impending impact of climate change. Declining water 
availability and soil degradation is impacting agriculture at a time when 
demand for agricultural products continues to rapidly rise due to population 
growth and improving diets. The poor are likely to be hit particularly hard by 
climate change, and their capacity to respond to climate change is lowest.  

Substantial Substantial 

Mitigations:  

To reduce exposure to the inherent risks, the project will apply promotion of 
production practices and technologies that reduce exposure to increased 
variability as well as investment in water resources management. Awareness 
raising and building resilience particularly among the poor will be a key 
capacity building intervention. Restoration of ecosystem services (ADB) will 
contribute to reduced climate vulnerability, as well as diversification of income 
generation.  
An Environmental, Social and Climate Management Plan (ESCMP), and a 
Targeted Adaptation Assessment have been developed and integrated in 
PIM.  

  

Greenhouse Gas Emissions Low Low 

Risk:  

The risk of any significantly increase in greenhouse gas (GHG) emissions 
and thereby contribution to anthropogenic climate change, are minimal.  

Low Low 

Mitigations:  

Project involves no significant activities that would contribute to greater GHG 
emissions. Project will actively invest in bio-diversity conservation and 
ecology restoration measures.  

  

Physical and Economic Resettlement Moderate Low 

Risk:  

The project does not entail any activity that could result in resettlements 

Moderate Low 

Mitigations:  

No Risk envisaged. 

  

Community health, safety and security Moderate Moderate 

Risk:  

Construction activities and use of agrochemicals, may have a negative impact 
on community health and safety.  

Moderate Moderate 
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Mitigations:  

The project infrastructure activities will be small community-based schemes 
and use of heavy machinery and equipment is not anticipated.  

The project interventions are expected to result in greater availability of high 
nutrition value foods in households and communities, which are a key driver 
of health. The project will develop a gender strategy that will include specific 
actions to mitigate risks of Gender-Based Violence due to project initiatives  

  

Labour and Working Conditions Moderate Moderate 

Risk:  

The project investments in public goods/ community infrastructure may result 
in exploitative labour practices (e.g. child labour), gender-based 
discrimination, discriminatory and unsafe/unhealthy working conditions. The 
project may cause exploitative labour practices like in kind community 
contributions of labour are assigned to poor (BISP Poverty Score Card 
Category 0-32) at the expense of their wage-earning opportunities. 

Moderate Moderate 

Mitigations:  

SCRP will be implemented through a community driven participatory process. 
All investments will be identified, prioritized and agreed at community level. 
Standard conditions on all social safeguards, including labour and working 
conditions, will be made part of agreements between project/social 
mobilization partner and beneficiary communities. PMU and social 
mobilization partners will monitor the adherence to these conditions by the 
beneficiary communities. The chronically, extreme and vulnerable poor (BISP 
Poverty Score Card Category 0-32) will be exempt from any in kind 
contributions and priority preference will be given to the local poor in all wage 
labour opportunities in project funded infrastructure investments. 

  

Indigenous People Low Low 

Risk:  

There are no indigenous people in the target area.  

Low Low 

Mitigations:  

Not applicable and no risk envisaged. 

  

Cultural Heritage Low Low 

Risk:  

The risk that the project may cause significant cultural or physical resource 
degradation, including threats to or the loss of resources of historical, 
religious or cultural significance. The known historical, religious or cultural 
resources are concentrated in the sub-urban area of Thatta City.  

Low Low 

Mitigations:  

Project activities won’t be developed in and close to areas with cultural 
heritage in compliance with SECAP. 

  

Resource Efficiency and Pollution Prevention Moderate Moderate 

Risk:  

The risk that project resources are not used efficiently due to planning and 
management inadequacies and enough safeguards are not followed to 
prevent pollution as a result of project activities is ‘moderate’.  

Moderate Moderate 
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Mitigations:  

An elaborate and capacitated project management structure is designed at 
provincial and district levels backed by detailed processes and procedures 
elaborated in the PIM to ensure that project resources are used efficiently and 
produce the desired outcomes. Systems and processes will be regularly 
reviewed and updated by Project Supervision Missions. All hard/infrastructure 
project interventions will be screened for environmental soundness and 
measures will be incorporated in the execution arrangements to minimize any 
potential noise, air or water pollution. An elaborate and capacitated project 
management structure is designed at provincial and district levels backed by 
detailed processes and procedures elaborated in the PIM to ensure that 
project resources are used efficiently and produce the desired outcomes. 
Systems and processes will be regularly reviewed and updated by Project 
Supervision Missions. All hard/infrastructure project interventions will be 
screened for environmental soundness and measures will be incorporated in 
the execution arrangements to minimize any potential noise, air or water 
pollution. 

  

Biodiversity Conservation Moderate Moderate 

Risk:  

The risk that the project may cause significant threats to or the loss of 
biodiversity, availability of diversified nutritious food, ecosystems and 
ecosystem services, territories of the indigenous peoples, or the 
unsustainable use/production of living natural resources is moderate. The risk 
may arise if the investments increase the production area or intensify fishing.  

Moderate Moderate 

Mitigations:  

The project is unlikely to have adverse impacts on biodiversity in the project 
area. The project will make investments in the eco-friendly introduction of 
climate smart and sustainable technologies for agriculture, livestock and 
fisheries. Communities will be consulted and sensitized on the need to 
conserve biodiversity and will be proactively engaged in all such efforts. 

  

Stakeholders Moderate Moderate 

Stakeholder Grievances Low Low 

Risk:  

Targeting, project implementation, quality of service may be potential sources 
of grievances.  
The project may fail to establish effective and easily accessible channels for 
registration of grievances, investigation and redress in a prompt/timely 
manner to the satisfaction of the aggrieved. 

Low Low 

Mitigations:  

SCRP will establish a comprehensive system of grievance redressal, a 
system that is responsive, objective, simple, fair, and time efficient. The 
system will make available four options for the registration of grievance – in 
person written complaints, through email, through SMS/Whatsapp, and 
through project website. All modes of complaint receipt will be widely 
publicised in the project area and beneficiary communities mentioning 
addresses, phone numbers, email addresses and web addresses. PMU and 
DCUs will establish accessible system for complaints/grievance receipt and 
protocols will be established for the logging of complaints and action thereof. 
Focal persons for grievance redressal will be notified in PMU and DCUs. 
District and Project level Grievance Redressal Committees will be notified. 
PMU will, as part of its monthly/quarterly reviews, will review progress on all 
grievances received and status of their enquiry and redressal.  

  

Stakeholder Engagement/Coordination Moderate Moderate 
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Risk:  

Stakeholder engagement and coordination risks are moderate. Ensuring 
close coordination with parallel financed ADB interventions as well as 
coordination and collaboration between social mobilization & Value chain 
implementing partners, public sector entities and PMU will require effective 
leadership by PMU, clear role articulation and close oversight and 
accountability by Project Steering Committee. Beneficiary level targeting and 
participation in over 500 villages will also require a well-rounded community 
interaction strategy. 

Moderate Moderate 

Mitigations:  

A joint Steering Committee for ADB and IFAD investments will ensure close 
alignment of geographical coverage and investment synergies between the 
two sources of funds. A Project level coordination committee consisting of 
IFAD and ADB component Managers will assist in coordinated planning, 
budgeting and phasing of activities. Project’s District Coordination Units will 
assist in close coordination between various implementing partners at field 
level. The project design and its institutional arrangements are based on 
extensive discussion with government, communities and lessons learnt. 
Capable social mobilization and agri-value chain development partners are 
available in the province and will be engaged through a competitive process 
to lead the community level organization, targeting, need identification and 
intervention delivery in partnership with three identified public sector entities. 
Lessons learnt from earlier IFAD projects have been kept in view for 
implementation arrangements. 

  

Risk:  

There is a risk related to selection of the target group and their participation 
which consist of landless poor, smallholder farmers, sharecroppers, small 
fishermen, women and youth) in the project activities.  

Moderate Moderate 

Mitigations:  

Priority geographic areas and target groups have been clearly identified 
during design. Selection of target group and households particularly the 
extreme, chronically and vulnerable poor, will be guided by BISP Poverty 
Scorecard, based on National Socioeconomic Registry. A national Poverty 
Score Card is used for identification of poor households eligible for 
unconditional cash transfers.  
IFAD introduced this accurate and reliable targeting tool in the country which 
has a hallmark for targeting strategies for poverty reduction and smallholder 
agriculture development and is being adopted across the country by 
government and donors.  

  

 


