US Provides $200 Million Third Grant

As Economic Support to Development Budget

Islamabad, June 15, 2007:  The governments of the United States of America and the Islamic Republic of Pakistan signed an agreement today that provides $200 million (approximately Rs.12 billion) in direct U.S. economic support for Pakistan’s Federal Public Sector Development Program (PSDP) for FY2007.  

The bilateral agreement was signed by the U.S. Chargé d’Affairs, Peter W. Bodde, the new USAID Mission Director, Anne Aarnes, Minister of State for Economic Affairs, Hina Rabbani Khar, and Secretary for Economic Affairs Division, M. Akram Malik.

“The United States Government is proud to continue working with the Government of Pakistan in improving the living standards of its citizens,” said Mr. Bodde in his statement. “Providing improved health services, creating economic and educational opportunities, supporting better governance, and ensuring basic human security for all Pakistanis is fundamental in building a solid, sustainable foundation for Pakistan’s continued development,” he added. 

This agreement is the third of five annual $200 million installments of U.S. economic assistance over five years (2005-09) to support Pakistan’s investment in human capital. It has significantly helped Pakistan stabilize its macroeconomic environment and invest in human capital and private sector development. 

The FY2007 economic support funds will help the Government of Pakistan to meet the needs of its people by increasing its investment in education, healthcare, clean water and earthquake reconstruction. The impact of this assistance was evident in FY2006 when the budget was noticeably increased over the FY2005 budget by 55% in education, 19% in health, and 100% for clean water.

The United States is the largest bilateral donor of assistance to Pakistan. In addition to the budget support assistance, USAID is providing to Pakistan, over five years, another $1.5 billion in project assistance in five major areas of education, health, economic growth, democracy & governance, and earthquake reconstruction. 

Subsequent to September 11, 2001, the U.S. Government broadened and deepened its 

bilateral ties with Pakistan by providing critical debt relief and emergency financial 

assistance, which included a $600 million cash transfer in FY2002 for balance of payments and budget support. In FY2003, the U.S. Government provided $188 million in the form of debt relief rather than direct budget support. In FY2004, the U.S. Government provided $200 million in debt relief.

In June 2003, President Bush met with President Musharraf at Camp David and pledged that the U.S. Government would seek an additional $3 billion – $600 million per year for five years – in economic and military assistance for Pakistan over five years. Of the total, it was agreed that $200 million each year would be in the form of budget support that would be used for purposes spelled out in the mutually agreed upon “Shared Objectives”.  In FYs 2005 and 2006, the U.S. Government provided a total of $400 million in budget support.
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