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Summary of Recommendations

Job Creation

e Social Protection initiatives should be taken in order to combat the growing incidence of
underemployment and unemployment in the agricultural sector.

e Toreduce the incidence of rural-urban migration, industrial development in rural and semi-
rural areas needs to be accelerated. In addition to existing incentives for this purpose, tax
incentives tied to employment creation should be provided.

Employment of Women

e Special emphasis should be paid to generate employment for women in the health and
education sectors. These are sectors where women’s employment is high and where wages
are relatively higher. A policy to create employment in both these sectors so that women
can work close to their areas of residence will circumvent the mobility barrier that women
face.

e C(reate and strengthen legislation that promotes women’s employment in industry and the
service sector; specifically strengthen implementation mechanisms to ensure compliance
with laws related to female employment.

Vocational Training

e Establish industry specific vocational training institutes in rural areas that can enhance the
existing skill base of workers.

e Target vocational training ventures to high employment elasticity sectors, such as
mechanics, construction, carpentry, IT, etc.

e Specific training institutes for women should be created in areas where their employment
potential is high.

o An effective link between training and employment will be created when vocational training
institutes and potential employers are linked up.

Rationalization of Social Protection Instruments

e Broaden the base of EOBI and extend it to make it contributory for the entire working age
population.

e Audited accounts for all social insurance institutions (EOBI, WWF, WWPF and ESSIs) that
include collection and spending details should be made available to the public through the
websites of respective institutions.

e External audit requirement should be mandated for WWF/WWPF and ESSIs.



e EOBI and other grant application and disbursement systems should be made user friendly.

e  Where industries undertake welfare projects in regions where they are located, their
contributions for WWF, WWPF should be made deductible. Alternatively, industries can be
asked to undertake development work in their areas. This should then be verified by a
mutually agreed third party audit.

Federal - Provincial Coordination

o Parliament should delineate a clear legal framework for social protection regarding roles
and responsibilities of federal, provincial and local governments.

e For BISP to implement its Conditional Cash Transfers, specifically in health and education, it
is necessary that a formal institutional framework is created that will enable provincial
departments to coordinate with BISP. This framework should be created under the aegis of
the Council of Common Interests.

e Atthe provincial level, a focal agency which is responsible for Social Protection.

e The Poverty Score Card developed by BISP should be shared with the provinces and the
provincial focal agency should adopt it for coordination purposes as well as its own targeted
programs.



Introduction

At this important juncture of Pakistan’s social and political history, provision of adequate social
protection to the poor and vulnerable sections of society has never been more salient. There were
several recommendations made in the 2011 PEF Report. It is thus appropriate that we first present
a brief report on progress made (or the lack thereof) on recommendations put forth to the
government close to two years ago. New issues addressed in this report broadly fall under two
areas. First, we address issues in delivery of social protection that have cropped up as a result of
devolution from the Federal to Provincial Governments in the wake of the 18th Constitutional
Amendment. Second, the 2012 Social Protection Panel felt that apart from the instruments of social
protection assessed in the 2011 report, it is equally important to address issues of employment
creation, particularly in the realm of women’s employment and employability. While some of these
measures may not strictly fall in the realm of social protection, this year’s report addresses this
broader area of social and economic policy since it is not being directly addressed by other Panels
of the PEF.

1. State of Social Protection: Progress since 2011

The 2011 Report had emphasized five major areas within social protection; a) targeting social
protection beneficiaries, b) creating public private partnerships, c) introducing new social
protection initiatives, such as food subsidies, health insurance, employment and nutrition, d)
rationalizing existing social protection instruments (particularly those pertaining to social
insurance) and e) increasing allocations towards social protection. While most of the
recommendations remain un-addressed by government, progress has been made on those
recommendations that pertained to the Benazir Income Support Program (BISP).

BISP is the flagship social protection program introduced by the Federal Government that has
reached an impressive scale in a period of less than 5 years. It's coming on stream marks a trend
break in the Pakistani state’s commitment to social protection. This can be gauged by the fact that
the federal government’s social safety net spending has increased from 0.3% of GDP in 2003 /04 to
0.9% of GDP in 2011/12 (World Bank 2012) and the number of beneficiaries benefiting from cash-
transfers will increase from 3.5 million families in 2008-09 to 5.5 million in 2012-13%. Not only have
the number of beneficiaries increased but the amount of benefits as well as the targeting of
beneficiaries has also improved.

In 2011, this panel had argued against untargeted subsidies and suggested a move towards
targeting the poor and introducing self-targeting and geographical targeting instruments. On this
account, the Poverty Scorecard survey was adopted by BISP (based on Proxy Means Testing). By
July 2011, the transition to identify beneficiaries through the Poverty Score Card started and within
a year all beneficiaries were transferred on to these lists.

A Complaint Management System was also introduced at the Tehsil level. Moreover, through this
mechanism those who have been left out during the initial survey and feel they are eligible for
transfers can use this system to get registered. This system is not very effective to rectify inclusion
errors but is responsive for appeals and exclusion errors. While a shift from MNA lists to the
Poverty Scorecard was a move towards an effective targeting mechanism, geographical targeting
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and self-targeting instruments were not adopted as no new initiatives were introduced that would
require those targeting methods.

While some form of food subsidy has existed through the Utility Stores for close to two decades, the
2012 Budget has envisaged to provide BISP card holders a 10% discount (in addition to the
subsidized rates at which goods at Utility Stores are sold) on essential items. The Federal
Government further intends to add 2,000 additional utility stores to expand the network of these
outlets. While this is a welcome initiative there is a case for a more broad-based food subsidy -
beyond BISP beneficiaries - and of provision of food subsidy through Utility Stores itself requires
reform. Without quantitative rationing, the possibility of arbitrage across the Utility Stores and the
open market exists. As such, this mechanism of subsidization is routinely abused. Quantitative
rationing through the Utility Stores network will provide an effective food subsidy on essential
items to the population at large.

In addition, the Waseela-e-Haq program under BISP was started that offers micro-credit. The
Waseela-e-Sehat program, that provides health insurance to program beneficiaries, was also piloted
through Benazir Sehat Cards.

There was no initiative taken, either by the Federal or the provincial governments, on a nutrition or
employment program (that provides 100 days of employment in a year to unskilled workers in a
phased manner) as suggested in last year’s report. Public Private Partnerships were also not
prioritized, though some collaboration was witnessed between the government and the private
sector as the monitoring and evaluation of BISP was sub-contracted to local NGOs by the World
Bank. NGOs were also involved in the Poverty Scorecard Survey.

Although allocations towards social protection increased last year, annual spending on BISP is in
the range of 0.9% of GDP and the total spending on social protection is not significantly larger. The
target of reaching 3% of GDP allocations for Social Protection by 2015 remains a
recommendation by the Panel.

2. Employment

Enhancing employment opportunities and employment conditions are globally recognized as
central tenets of economic and social policy. Pakistan should be no exception to this global trend. In
this section, we address issues and make recommendations on job creation in general, women'’s
employment in particular and the need for vocational training in order to prepare the workforce for
meaningful employment in a technologically dynamic and globalizing economy.

e Job Creation

It is sometimes argued that government should provide employment opportunities for the poorest
by enacting policies that prop up particular industries or by directly becoming their employer. Both
of these pathways to job creation are ill advised. Many industries in Pakistan are highly protected
through tariffs and other trade barriers. While these protectionist measures may prop up certain
industries and the employment they sustain, the cost of protectionism is high in terms of distorting
efficient allocation of resources across the economy. Protectionism also has a negative impact on
consumers who have to pay high prices and contend with poor quality products. Long term growth
can only be achieved if the country liberalizes trade and opens its borders for investments in
sectors/industries in which Pakistan can gain dynamic comparative advantage.



A priority for job creation should be to ensure that people are employed in productive enterprise in
which they have the opportunity to improve their earning levels. Jobs that provide subsistence
wages, which are unlikely to improve should not be the focus of employment creation efforts.
Therefore policies that promote economic liberalization are better suited to creating competitive
businesses that can create sustainable and growth-oriented employment.

To combat low agricultural productivity, incentives for productivity gains, including farm
mechanization, high yield seeds, and corporate farming should be created. It is recognized that one
consequence of such productivity gains could be increased displacement of low/unskilled workers.
Strengthening of social protection measures to support such displacement may be needed and
should be the focus of the overall social protection policy. Incentives for industry to develop in rural
and semi-rural areas should be created to minimize urban poverty resulting from rural-urban
migration. Incentives such as lower labour cost and access to raw materials already exist; additional
incentives could take the form of tax breaks that are tied to employment creation in rural areas.

Lastly, because of lack of effective social protection provisioning, by default the state has become
the employer of last resort. This has proved counter-productive as it has, on the one hand
financially compromised SOEs and on the other hand has resulted in wasting human resources that
should be more productively employed. Reforms that enhance the social protection cover and
rationalise the state’s regulatory role so that unnecessary hurdles for employers are removed
are needed.

e Employment and Women

According to UNDP’s Human Development Report 2011, half of Pakistan’s citizens are afflicted by
multi-dimensional poverty2. UNICEF in its Situation Analysis of Children and Women in Pakistan
2011, points to gender inequalities at all levels and across indicators.3 Poverty (income and
calorific) and the poor social indicators with women and children particularly marginalized, beg for
greater social protection measures for them. This requires going beyond conventional interventions
which have been unsuccessful in reaching the neediest because of inadequate allocations and/or
poor selection and disbursement mechanisms. While the BISP cash transfer scheme and the
associated Waseela-e-Rozgar scheme are effective interventions, other options for sustainable
livelihoods through job creation for women and provision of skills for jobs and markets need to be
pursued. In designing non-conventional SP measures, due consideration should be given to
prevalent social constraints that restrict women’s mobility to search for jobs and the need therefore
for localized work opportunities for them.

Currently there is a huge gender gap in labour force participation rate at 23 per cent for women
against 77.5 per cent for men*.The gap has been persistent over the years partly because of
women'’s growing employment in the exploitative and underpaid informal sector especially in
urban areas. A recent analysis of female employmentsreveals that there has been a declining trend
over the years in women’s participation in employment in urban areas. Furthermore, female
employment is mainly concentrated in four occupations: education, health, agriculture and crafts.
Female employment in both rural and urban areas only increased in these sectors in the period

2 UNDP, Human Development Report2011, 2012.

3 UNICEF, Situation Analysis of Children and Women in Pakistan 2011. UNICEF, Islamabad, p.12.

4 Statistics Division, Federal Bureau of Statistics, 2011, Pakistan Labour Force Survey 2010-11, Islamabad.
>Bisma, Female Employment: Distribution by Occupation and Trends Overtime. 2012



1999-2009. The rate of employment in agriculture and craft work was recorded as higher in rural
areas. Since education and health pay more than craft and agriculture, the implication is that if jobs
are created in the former two sectors there will be greater earning opportunities for women.

Given that 16 years of free education has been mandated in the Constitution through the 18t
Amendment (Article 25-a) its provision has to be a priority in provincial policies and programmes.
Training school and college graduates as school teachers to serve in their areas of residence with
training would circumvent the mobility barrier and provide local employment. Similarly, the health
and reproductive health field is grossly understaffed. Recent research shows that Lady Health
Workers, deployed at the moment in rural and peri-urban areas, along with mid-level health care
providers, form the back-bone of women'’s health care systems; for instance, trained traditional
birth attendants, community midwives, para-medics, etc.

In view of absenteeism that is rampant in BHUs, RHCs, Family Welfare Centres, etc. creating a cadre
of local health workers would give twin benefits of jobs for women and services for female
population. Various studies show a growing number of educated girls in villages/towns as diverse
as Sakrand in District Nawabshah to Pul Shah Daula in District Gujranwala who have acquired BA
and even MA degrees through distance learning. These women no longer want to engage in
traditional agricultural activities and want jobs - something that their families support, but as long
as these do not take them far from home. Other possibilities are for self-employment through skills
for marketable craft production backed with credit and marketing channels, and basic accounting
and management proficiency. Most importantly a system whereby skill providers are linked to
potential employers is critical for ensuring that skills are for jobs and can enable employment.

Female employment can also be increased by creating/strengthening legislation that promotes
employment of women in industry or professional establishments. Such legislation can be aimed at
both employers and households where women are employed in the organized sector. An effort to
strengthen implementation mechanisms to ensure compliance with laws related to female
employment could include involving industry in developing compliance mechanisms. In addition,
policy should focus on promoting microcredit to women to overcome capital constraints for self
employment and strengthening the legal and institutional environment to support small business,
including strengthening property protection, and reducing bureaucracy and red tape.

e Vocational Training

Job creation initiatives must be supplemented with vocation training programs. The establishment
of industry-specific vocational training institutes in rural areas that can upskill workers to be
employed in industry may be promoted. Limited provision of quality vocation training and
education is a major barrier to better jobs. Government revenues should be invested to support
primary/secondary education and vocational training ventures that target high employment
elasticity sectors (e.g. mechanics, carpentry, construction, IT, etc.). These vocational training
programs should be linked to potential employers so that the required skills are imparted and
the training results in employment.

3. Rationalization of Social Instruments

There are 3 schemes - Employees Old Age Benefits Institute (EOBI), Workers Welfare Fund (WWF)
and Workers Profit Participation Fund (WPPF) - currently under the federal Ministry of Human



Resource Development which collect funds from businesses in Pakistan. One other scheme
(Employees Social Security Institutes) operates at the provincial government level.

The aim of EOBI is to provide insurance and benefits to the insured person or their survivors. All
industrial and commercial organizations have to pay 5% of minimum wages to the EOBI fund.
EOBI’s website shows the investment pool to be worth Rs.182 billion. The fund according to market
information is divided into real estate investments and capital market investment roughly in the
ratio of 70:30. WWF/WPPF aims to provide financing of projects for the establishment of housing
estates for industrial workers and for the welfare of these workers. All industrial establishments
are expected to pay 2% of their net income to WWF fund and 5% of net income to the WPPF fund.
ESSI aims to provide medical and cash benefits to secured workers in case they are unable to work.
Employers are facilitated through the above mentioned funds giving them incentive to initiate
projects.

While the EOBI scheme is sound in its design and implementation, it is so far only limited to
registered enterprises. Since only one third of the employed labour force are ‘employees’, it is
important that the benefit of a state driven old age pension is extended to a larger segment of the
workforce. Such an extension can take place if the Scheme is made contributory on the part of the
worker him/herself. This will mean that any individual - say between the ages of 18 and 55 - is
allowed to register and pay a monthly contribution, which can then be redeemed after the age of
retirement. Given uncertainties pertaining to old age, this will be an important extension to the
social protection cover of the state, which is also in conformity with global trends.

From the business perspective, the extra burden of taxation levied via WWF and WPPF is exorbitant
and results in a cumulative Corporate tax rate of almost 42%. This creates disincentives for
investment by those who wish to pay the full tax according to the laws of the country. Ideally, this
additional tax burden should be eliminated or reduced substantially. However, in the current fiscal
climate in Pakistan -with one of the lowest tax to GDP ratios in the world - this will be difficult to
achieve and therefore we suggest the following ways to rationalize the WWF and WPPF funds
for the real benefit to accrue to industrial workers and their communities;

e Broaden the base of EOBI and extend it to make it contributory for the entire working age
population.

e Accounts to be made public (on the websites) including collection and spending for
transparency

e The external audit systems to be implemented in WWF/WPPF & ESSI.

o EOBI and other grant application and disbursement system to be made user friendly and
quick.

¢ Industry to be involved in spending in regions where they are located.
Industry can be made responsible to spend directly in their surrounding areas.

e Project selection and implementation process to be made transparent.

4. Federal-Provincial Coordination

The federal-provincial issues related to social protection need to be understood in the context of
the federal government’s heightened commitment to social protection in the form of BISP. The two
main issues that have acquired importance in this context are coordinating provincial supply-side
response to support BISP Conditional Cash Transfers (CCTs) and the post-18th amendment legal
status of social protection.



BISP’s initial objective was to provide a safety net for underprivileged sections of society at a time
when the economy was facing double-digit inflation with rising food and consumer pricesé.
However, recently it has introduced a number of programs that aim to enable sustained transitions
out of poverty by augmenting human capital accumulation (education and vocational training) and
improving health outcomes of its eligible beneficiaries. The programs are co-responsibility cash
transfer programs that make the receipt of cash conditional upon actions of the household to
acquire health and human capital and include the Waseela-e-Taleem (education), the Waseela-e-
Sehet (health) and the Waseela-e-Rozgar (vocational training). The success of these programs
depends not only on its ability to stimulate the demand side but, equally importantly, on the
availability of good quality education, vocational training and healthcare providers. Since the
supply of education, vocational training and healthcare is a provincial responsibility, the success of
these programs depends on the provinces ability to ensure adequate supply of high quality
provision that can be accessed by BISP beneficiaries’. Currently the roll-out of these CCTs is
happening either without any coordination between the relevant provincial agency (health and
vocational training providers) or through bilateral contracting between BISP and the relevant
provincial agency (education). These arrangements are weak as they do not require coordinated
planning at the level of the provinces to supply adequate provision of accessible and quality
provision.

Therefore there is a need for creating an institutional framework that will enable provincial
agencies to coordinate with BISP. This institutional framework can be created under the aegis of the
Council of Common Interests. In order for this institutional framework to work there is a need to
create a focal agency responsible for social protection at the level of the provinces. This agency
should be responsible for: (a) framing the social protection policy and initiatives at the level of the
provinces with input from and into the key line departments and agencies responsible for health,
vocational training, nutrition and education; (b) coordinating the plans and programs of these line
departments that are relevant for social protection; (c) coordinating with BISP. The current Social
Welfare departments do not have the importance in the provincial setup to be able to effectively
play this role. This agency should play the same role for social protection at the provincial level as
the Planning and Development Department plays in the context of development. The province-BISP
interface can be strengthened if the recommended focal agency for social protection at the
provincial level adopts the poverty score card for programmatic targeting.

There is tremendous confusion in the aftermath of the 18th Amendment about the role and
responsibilities of provincial and federal governments with regard to social protection in Pakistans.
Therefore we recommend that there is a need for parliament to provide a clear legal
framework for social protection that clearly delineates as to what needs to be kept at the
federal level and what can or should be devolved, keeping in view arguments for economies of
scale and scope, need for cross-country coordination, and compatibility on one hand, and the rights
and responsibilities of the provinces on the other. In addition, it should define the contours of co-
responsibility, co-funding, co-monitoring and planning between BISP and the provinces.

5Benazir Income Support Program

7 For example, an important concern is that the existing providers of vocational training stipulate minimum education
requirements that will exclude a majority of BISP beneficiaries from accessing this training (Cheema et. al. 2012).

8 Bari and Cheema (2012)



Conclusion

Pakistan has come a long way in providing focused social protection to its citizens in the last five
years. Although the concept of targeted social protection has been recognized in policy circles,
untargeted subsidies still continue. While there has been an appreciable increase in allocations for
social protection since 2008, the rate of increase in the last few years has decelerated. In the 2011
PBC report, we had recommended that allocations for targeted social protection should increase to
3% of GDP. This recommendation still remains valid and in two years it is possible to raise
allocations to that level.

While progress in social protection in the recent past is encouraging, the overall situation viz. the
macro economy and socio-economic conditions in the country merit a more broad based social
protection effort in the country. It is to this end that this report has broadened its scope to include
issues pertaining to employment and training, with a gendered focus.

This report has also addressed important issues pertaining to rationalization of existing social
protection instruments as well as issues of coordination and efficiency in the delivery of some
instruments that have appeared of late between the Federal and Provincial Governments.
Recommendations on both these issues will substantively contribute in reducing inefficiencies in
the delivery of social protection.
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