Piling up unutilised poverty alleviation funds
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WHILE poverty continues to increase in the country casting a dark shadow on the economy, some organisations set up for poverty alleviation are awash with funds running into billions, doing little for the objectives they were created for.

Last week, two such organisations were taken to task by a special committee of National Assembly’s Public Accounts Committee after it was told that they had refused to get their accounts audited.

The organisations are Pakistan Poverty Alleviation Fund (PPAF) and National Rural Support Programme (NRSP). Both are backed by external funding.

The PAC committee chairperson Yasmeen Rehman declared in the meeting held on July 7 that the audit of both organisations would be carried out “at all costs” even after director-general, federal audit, Gulzar Hussain informed the meeting that the PPAF was exempted from government audit.

Over the years, the PPAF has argued that since it was incorporated under Section 42 of the Companies Act, 1984, it followed regulatory requirements of the Securities and Exchange Commission of Pakistan, and it has its own audit mechanism.

The PPAF was established in 1997 as a not-for-profit private company sponsored by the government and funded by the World Bank, after being inspired by the success in Bangladesh of PKSF, which had a focus on microfinance. The resource base of PPAF consists of an endowment from the federal government of Rs500 million, and a World Bank credit of $90 million. Half of the World Bank funds must be used for microcredit and enterprise development.

PPAF’s aim is to help the poor by enabling them to gain access to resources for their productive self-employment. As an apex fund, it disburses soft loans on 6-10 per cent interest to a myriad of microfinance organizations. It also provides grants on a cost-sharing basis for development of small-scale community infrastructure. So far the German government has provided PPAF over 31 million euros for infrastructure, health, education, relief and livelihood in the post-conflict areas of Khyber Pakhtoonkhwa.

NRSP, established in 1991 also as not-for-profit organisation, is the largest rural support programme in the country in terms of outreach. Its mandate is to alleviate poverty by harnessing rural people’s potential. It has a presence in 54 districts.

In addition to its regular programme, the NRSP is engaged in a number of large-scale projects that are essentially agreements between provincial governments, funding agencies and implementing partners.

Last year, it was brought to the notice of then law minister Babar Awan by his ministry officials that the PPAF was being given a non-refundable German loan of 16 million euros by the federal government. The PPAF, it was revealed, was created by eight retired and sitting bureaucrats, some of them being well-known figures, and they are the ones still managing it.

Under the agreement, the government will pay the loan and mark-up to Germany but the money will be given to PPAF as a grant. The minister had ordered for referring the case to the NAB for investigation.

Gulzar Hussain Shah said on June 8 that it was surprising that an organisation (PPAF) entirely funded by the federal government could remain un-audited for such a long time.

He said the PPAF’s funding comes in the form of World Bank loans to which the government is a sovereign guarantor and in case of default the government has to pay back the money to the creditor.

“Therefore, it is unquestionable that Auditor General of Pakistan can’t audit its activities,” Mr Shah said.

After getting funds from the government at 1–2 per cent mark-up, the PPAF and its partner organisations had been accused of disbursing money among civil society groups at up to 18 per cent interest rate. According to Gulzar Hussain Shah, as reported in the press, rough calculations show that with $1 billion at its disposal, the Fund should have earned a considerable amount of money from the interest it received on its loans.

Meanwhile, the Benazir Income Support Programme (BISP) has also come under fire in the Senate for not serving the purpose it was created for.
During a debate some Senators alleged that the much-touted BISP was the hub of corruption, having no role in combating the rising level of poverty..

The ruling Pakistan People’s Party, it was pointed out, was distributing financial assistance among its own workers in some selected constituencies. Last year, international lending agencies had suggested to the government to convert the Rs70 billion BISP into a return-oriented scheme that can ensure skill development and become a sustainable income-generating source for those benefiting from it.

The just-released Economic Survey does not give the current estimate of poverty in Pakistan. The work on Household Income Expenditure Survey (HIES), a component of Pakistan Social and Living Standard Measurement (PSLM) Survey 2010-11 is still in progress and till its results, no authentic figure could be given. In fact, after the last poverty survey in 2006, there have been no new figures on poverty. The government will be able to release the data next year.

Meanwhile, reports say that the name of Centre for Poverty Reduction and Social Policy Development (CPRSPD) is about to change with along with the change at the top in the Planning Commission. The deputy chairman Dr Nadeem Ul Haq wants to establish a Growth Centre by abolishing CPRSPD because, as he claims, the tallying of poverty numbers was an old fashioned idea whereas only growth could tackle poverty.

The CPRSPD was a joint venture of Planning Commission and the UNDP formed in 2003-04 to calculate poverty on the basis of research done by Federal Bureau of Statistics (FBS) under the Household Income Expenditure Survey (HIES) of PSLM.

The updated report of the Poverty Reduction Strategy Papers-II (PRSP-II) released by the ministry of finance recently had pointed out that the budgetary allocations for most of the projects in economic and social sectors designed to reduce poverty were not utilised during the 2009-10 financial year. It says that 11 out of 15 sectors under-utilised their allocations.

The idea is that if the budgetary allocations to sectors which employ more manpower and labour were fully utilised, there would have been reduction in poverty a little more than what has been possible now.

Under the PRSP, an IMF innovation, poverty’s alleviation has been linked with the economy’s performance – higher the growth, lesser the poverty.
In other words, if the economy is able to provide a job to everybody, there will be no poverty or, at least, there will be no absolute poverty.

