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FOREWORD

The Assessment of Micro-Macro Linkages in Poverty Alleviation: South Asia presents a review of the results of poverty alleviation programmes in the sub-region during the last seven years with special reference to Bangladesh, India, Nepal, Pakistan and Sri Lanka. Governments in these countries have long given high priority to poverty reduction, both in national policy and programmes. This emphasis continues in national poverty reduction strategies, especially now in the context of achieving the Millennium Development Goals (MDGs). 

The UNDP Evaluation Office commissioned desk research in these five countries to survey results and lessons learned from various poverty alleviation programmes, which have been synthesized and incorporated in this report. The consultations for this regional assessment involved discussions with key government representatives, civil society organizations, researchers and NGOs from the region.  The major aim was to draw evaluative evidence by surveying existing studies to examine how to look at micro experiences, and their linkages to the macro. 

We hope to incorporate the key lessons from these country assessments in a forthcoming regional report on the same subject. A workshop organized by the UNDP Evaluation Office and the Regional Bureau for Asia and the Pacific to launch the assessment in 2002 attracted many contributions from South Asian participants and the relevant UNDP country offices, generating diverse perspectives on strengthening micro-macro linkages. The Evaluation Office would like to acknowledge their engagement and support. We would also like to thank the national researchers, Q.M. Ahmed, M.M. Akash, S.M. Dev, S. Galab, B. Hewavitharana, N.S. Jodha, and S. Ray, for producing these country assessments. We welcome future dialogue with all our partners on the key issues raised in the report and the approach set out, and look forward to future collaborations.
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CHAPTER 1:
INTRODUCTION

1.1:


CONTEXT AND PURPOSE OF THE STUDY

In 1997 the UN General Assembly launched the first United Nations Decade for the Eradication of Poverty. Subsequently, on the eve of the 21st century, the world’s leaders gathered at UN’s ‘Millennium Assembly’ and committed to halve extreme income poverty by 2015. Subsequently, efforts from both the developing countries themselves as well as from the donor community are focusing on the ‘Millennium Development Goals’ (MDG). Whatever strategy followed, the main task ahead will not be an easy one. In the years to come development partners will have to analyse progress towards the precept goals in the countries, monitor both successes and failures and, finally, try their best to discover and demonstrate through various pilot projects the best policy options available for achieving as many of the MDGs as possible.

National poverty reduction strategies in South Asia were primarily aimed at reducing the relatively high external input approach to poverty alleviation and, equally importantly, empowering the rural poor to contribute to their development using their own resources and articulate relevant demands on government services. Since 1994, UNDP has been working on grassroots pilot projects with communities in six South Asian countries under the South Asia Poverty Alleviation Programme (SAPAP), which represents a significant sub-regional initiative towards poverty alleviation through social mobilisation of the rural poor. Largely based on local self-development actions to contribute to collective self-empowerment without external support, SAPAP provides interesting lessons on poverty alleviation.  The mixed success or limited effectiveness of SAPAP’s and other poverty alleviation (PA) interventions in South Asian countries has largely been attributed to gaps between macro perspectives and policies on the one hand and, micro realities with complex diversities on the other. Hence, an enhanced understanding of micro-macro linkages and an identification of approaches to strengthen their complementarities would lead to effectively addressing the problem of poverty alleviation.

In recognition of this, the Evaluation Office of UNDP organized a ‘lessons learning’ meeting on ‘Assessing Linkages between Macro and Micro Level Issues in South Asia’ on 13 February 2002, in New Delhi, India.  Its purpose was to initiate a dialogue on the link between the macro and micro level development issues. UNDP and national representatives at the meeting recognized the importance of a regional assessment agenda as regards these issues and subsequently the EO commissioned a series of country assessments (Bangladesh, India, Nepal, Pakistan and Sri Lanka). The consolidation of the draft papers received is the subject of this report. 

The desk reviews undertaken were based on a review of relevant literature and aimed for a (a) critical assessment of macro-economic issues affecting the success of UNDP‑supported programmes in poverty alleviation, including partnerships, capacity‑building and sustainability and, (b) highlights recommendations on how to strengthen UNDP's overall capacity to assist country programmes with strong micro-macro linkages. The reviews’ focus were on understanding the manifestations, roots and implication of micro-macro linkages in the conceptualisation and implementation of the nations’ PA interventions and possible ways to address them in different contexts.  Case studies of two or three major people-centred initiatives, both social mobilization and decentralization programmes, synthesised emerging lessons from national efforts in poverty alleviation so far, including lessons learned across country programmes/sectors. Chapters two to six outlines the findings of the specific country studies, followed by a synthesis of recommendations. The general experiences of SAPAP are outlined in Annex A. Annex B delineates an alternative perspective to micro-macro linkages. Poverty related economic data and an overview of PA programmes for selected countries can be found in Annexes C and D respectively.

1.2:
THE IMPACT OF THE MACRO-POLICY ENVIRONMENT ON POVERTY AND INEQUALITY

All the countries in the region discussed in this paper, adopted a Structural Adjustment Programme (SAP) 
 as the ‘overriding guideline’ for their macro-economic policies in the mid-eighties. Mainly induced by the WB and IMF it aimed to tackle the well-known two-gap (savings and foreign exchange) problems. The overwhelming agenda of the SAP has been to cut government expenditure in order to ensure macro economic stability. It was readily assumed that the private sector would move ahead after a gestation period and fill in the gap of government investments. It was also thought that subsequently the retrenched workers from the state owned enterprises would be re-employed thanks to the expected robust growth of private sector industry. It was also assumed that liberalization of imports would do away with internationally non-competitive and ultimately non-sustainable industries and that new labour-intensive, efficient export industries would replace them. The political economy of budget cuts has clearly shown elsewhere and in this region that stronger sectors like the bureaucracy (and army) continue to be able to not only maintain but increase their allocations while the ‘weaker – pro-poor sectors’ make do with less.   

Not only the SAP per se, but the increasing tendencies/challenges of globalization have had a decisive impact on the countries’ economies. First, in terms of market culture, market links and economic discipline the economies of the countries in the region are still evolving. Joining the more powerful, over-competitive systems may convert the relatively poor nations into marginal entities. Secondly, economic reforms, through various policy changes, have led widely to curtailments in social transfers, which have adversely affected the poor. More importantly, some of these changes, implemented under donor pressure, have proved counter productive, as indicated by an reduced competitiveness of agricultural products following an uneven withdrawal of agricultural subsidies. Besides, the macro-economic policies suggested did not have any implementable ‘social net’ provisions to protect the poor. They were narrowly focused in the sense that they tried to liberalize the economy vis-à-vis the external world without needed internal reforms (covering other production and welfare sectors). The poor and less poor in rural areas are also affected by SAP/globalization’s liberalization process, through which market agencies, by ignoring or manipulating customary rights and systems, are able to acquire common lands and other natural resources in some areas. (Often these lands and resources served as a source of sustenance and supplies, particularly for the rural poor.)

Based on these South Asian experiences the following issues can be raised both in the context of the SAP and the increasing challenges of globalization: 

Whether the ‘private ownership model’ is the only choice, or whether there are different mixes of property rights that better suit transition countries or low-income countries. It is questioned if it was judicious to open up the markets to international competition so quickly and whether the countries concerned should now allow protection to selected ventures for a specific period of time on the basis of their strategic importance or dynamic comparative advantage, e.g. engineering industries, the textile sector.

Under the SAP/globalization the governments’ incentive policies tend to be biased towards relatively large-scale players of the private sector and if so the question is as how can the small players of the informal sector be brought under the net of government support. A similar question is if governments should continue to provide input subsidy to agriculture and/or continue to monitor the agricultural input markets to ensure that they are providing fair prices as well as the timely supply of quality inputs to farmers as well as affordable food for the poor.

The final question is, how political stability and peace can be ensured while the economy is undergoing these fundamental structural reforms. The most important implicit corollary question is whether the implementation of the standard reform measures should be accelerated before arranging the necessary compensation for the social groups hurt by these reforms called for by the SAP and ‘necessitated’ by the prevailing globalization strive. 

1.3:


SAPAP AS A PROCESS

The three factors of the social mobilization process, being the building organizations, mobilizing own resources and generating development consciousness through participatory planning , are to be interacting with each other to produce synergistic effects.

Groups of poor get formed on the basis of saving and lending and several such groups pool their resources and coalesce to form Community Based Organizations (CBOs). So begins the empowerment process.  Activists from among the mobilized poor are identified to manage the CBOs and to deliver the services needed by the members. Planning sessions are held using the participatory methods to identify the proposals to be prioritized from among the many coming from the levels of the household, the group and the community, for income generating activities (IGAs), micro enterprises (MEs) and physically productive infrastructures (PPIs). In this way a Village Investment Plan can be created. The organization building process for the poor continues with CBOs federating to form CBOs at higher government levels. 

The next important step is to enable the poor to access the necessary services/resources provided by the public sector and other non-market sources. Generally, the poor who are not organized and suffer from functional illiteracy are incapable of gaining access to resources on their own. Field studies have revealed that outside resources and advisory services coming into a village were often grabbed by local elitist groups with the right political connections and, that appropriation of resources in that manner was a means to rural accumulation and capitalistic development. (Morrison et. al, 1979) Since the macro-micro filters of resource flows are blocked in the aforementioned manner for the poor acting individually, the accessing of resources has to be by forging direct linkages between CBOs and the resource/service providers in the public and other non-market sectors. These linkages then are not supply-driven but demand-driven, which implies a very long step towards empowerment.

While the above stated mechanisms facilitate the establishment of MEs and PPIs with the necessary non-market resources inputs at low transaction costs, it is ultimately necessary to enable the micro-entrepreneurs to obtain the necessary market resources such as credit and inputs on the demand side and, to enter the supply side as sellers of their goods and services. The economy runs on market principles and is propelled by market forces. Saying that the poor are to be mainstreamed into the market economy implies that their capacity to exploit market forces will be strengthened and that they will be empowered in that sense so that they can improve their social and economic conditions and get out of poverty. In essence this means incorporating the poor with markets. Different markets will have to be examined from this perspective taking the supply side and the demand side of each market separately. 

1.4:

DEFINITION OF THE MICRO-MESO-MACRO CONCEPT, ITS INTERRELATIONS AND IMPACT ON POVERTY AND EQUALITY

Though the terms ‘macro’ and ‘micro’ are used frequently, their definitions are context specific. In a broad generic sense these terms are used to indicate the integrated whole and its inclusive components, i.e. higher and lower levels, respectively, of positions of inter-linked entities in a given systemic context. Closely linked to this definition (especially within the context of the political economy of development and distribution), macro carries an element of power and domination while micro manifests a sense of dependence. The ‘dominance-dependence’ phenomenon determines the relationships and interactions between the stakeholders at the two levels and shapes the nature and processes of macro-micro links.

However, in the particular context of PA efforts, the macro and the micro stand for policies and programmes designed and promoted at higher (i.e. state) levels and their implementation and consequences at targeted lower (community, grass-roots) levels. To be more specific, as outlined by UNDP, in the specific operational context of development operations macro means state sector economic policies on the allocation of resources, policies concerned with usage and rights over resources and, policies related to structural issues, including those promoting market mechanisms, privatization, etc. Micro, on the other hand, refers to social, political and economic institutions and their inter-relationships, as well as implications at the grass-roots level. 
  In line with this, this paper uses the term ’macro-micro’ when referring to policy issues and the term ‘micro-macro’ when project related issues are discussed.

The distinction between macro and micro contexts could be further illustrated in terms of perceptions and paradigms underlying the policy-plan-programme-project continuum at higher levels on the one hand and, realities at the grass-roots level, where the above policies and programmes are directed and implemented. The decision and action contexts implied by the above formulation need positive linkages and complementarities to facilitate the desired results of macro-level decisions at micro levels. However, the degree of complementarity and convergence, or conflicts and disconnects, between macro policies and micro realities depends upon several factors and processes characterizing macro and micro contexts. 

Table 1.1:
Macro-Micro Links: Indicative Factors and Processes Contributing to Complementarity or Disconnect 

	On Macro Side (Represented by State Policy Levels)
	On Micro Side (Represented by Grass-roots-level Communities)

	A.    Perspectives and practices underlying the conduct of the role and responsibility of the State towards grass- roots-level communities.

B.
State’s self-conceived perception of the grass-roots-level situation, e.g. problems, needs of community and required remedies.

C.  State’s enlightened perceptions of micro realities based on relevant information, closer understanding and sensitivity towards micro-situation/ micro-entities.

D. ‘Perspective-shaping’ factors: e.g. degree of orientation towards domination, centralization, concentration, strengthening top-down, non-participatory approaches etc. as against the focus on decentralization, devolution etc. while dealing with micro entities.

E.  UNDP-supported initiatives directed to (B - D) through participatory, decentralized development programmes that  enlighten and sensitize macro policy-makers to micro realities.


	Factors and processes conditioning grass-roots-level responses and results of interventions from above (determining complementarity or disconnect between macro and micro perspectives/positions).

Degree of match (ensuring complementarities of links) or mismatch (causing disconnects) between the problems/needs and remedies as conceived by the community and perceived by the State.

Enhanced convergence of macro and micro perceptions and the use of micro-level input (feedback) in shaping macro perspectives, leading to greater acceptance and positive responses to macro interventions (conducive to complementarity of links).

Positive or negative links based on the orientation of macro perspectives.

Type of orientation shapes macro entities’ attention to social fragmentation (e.g. dominant and weaker section differences), affecting responses and results of macro interventions. This reflects another form of macro-micro disconnect.

Enhancing awareness and capacities of micro entities to facilitate the recognition of their potential and role on the part of macro entities; shifts in both macro and micro perspectives leading to positive links.


Source: Johda (2002)

Table 1.1 summarizes the broad issues involved, being (a) the basis for links between macro- and micro-level entities; (b) factors that could promote disconnects between macro-micro linkages; (c) factors conducive to promoting positive linkages between the two; (d) basic characteristics or orientations of macro and micro entities, which lie at the root of the processes promoting disconnects in macro-micro links and, (e) possible approaches, as indicated by UNDP-supported decentralization and participation-oriented initiatives to address the root causes of the ‘disconnects’ mentioned under ‘(d)’. It may be added that the understanding provided by the table above can help in assessing the role of macro-micro linkages in poverty alleviation interventions in South East Asia. It is also crucial to look at structural issues when examining outcomes, as the performance of social mobilization will vary, depending on the context. Additionally the debate should focus on structural issues such as how power relations are organized in a given institutional context.

CHAPTER 2:
ASSESSMENT OF THE SITUATION IN BANGLADESH

2.1:


THE DEVELOPMENT CONTEXT

THE POLITICAL AND ECONOMIC SITUATION

The political scenario

Bangladesh has entered the new millennium with a mixed record of past performance. It has historically inherited a mixed economy in which, under the banner of a neo-liberal reform programme, the state sector is now fast giving way to the development of the private sector. The newly elected, current political regime passed its first annual budget in June 2002. In these latest official policy documents the present regime has upheld a few achievements in terms of various human development indices, but it has also tried to blame its predecessor for failure to implement the neo-liberal reform package (e.g. the problem of macro instability.) This is of course not specific to the current regime only, the previous regime did the same when it came to power in 1996 - it blamed its predecessor for trading growth for stability. 

More specific to the current regime is its strategy of pursuing economic and political ideology in a mutually reinforcing manner. Since the Awami League (AL) was quite modest, slow to reform the Structural Adjustment Policy (SAP), criticism of AL, the main political opponent of the current regime, can easily be put in the same vein as support for a stronger stance on the SAP package. This is how the twin goals of downplaying AL and upholding ‘free market economy’ are being pursued simultaneously by the present regime.
 On the other hand, in the case of AL it was and still remains relatively less easy to reconcile its macro economic policies based on the so-called ‘Washington Consensus’ with its avowed ideals of the war of liberation. However, leaving aside the historical and quantitative differences, we can safely assert that at present, after the debacle of socialism, there exists in Bangladesh a general consensus about capitalism among all the mainstream parties except the left. Even the fundamentalist party, Jamaat-E-Islam, is now participating in the present government, which prefers to position itself as a ‘moderate Muslim regime’ and a follower of free market ideology. 

Bangladesh, after independence in 1971, started with a new constitution with four fundamental principles: Secularism, Nationalism, Democracy and Socialism. Emerging from a war of armed liberation, the nation was then highly radical in spirit and much more committed to social justice. Today, only fragments of those principles are left. In 1975, after the founder of Bangladesh was killed in a military coup, the country reverted to its pre-independence strategy of donor-dependent capitalist development. In the following decade, 1980-90, Bangladesh was ruled by an autocratic military regime, which further consolidated these moves through more rapid and extensive privatization. However these undemocratic actions inflamed the country’s students and industrial workers to such an extent that they launched a mass urban upsurge against the then military regime. In 1990 democracy was restored under a caretaker government - a unanimous provision added to the constitution after the downfall of the military regime. Perhaps because of this unique provision, the nascent democracy is still thriving in Bangladesh despite the country’s bi-polar conflict-ridden politics.

The economic scenario 



On the eve of Bangladesh’s independence many economists predicted that the nation would not survive. The kinder among them had termed it a ‘test case’ of development. But somehow Bangladesh has not only survived but entered the new millennium with a mixed record of economic performance. In terms of economic growth, the country was able to quadruple its per capita income growth rate from a meagre 0.5 per cent in the 1960s (i.e. the pre-independence period) to a modest level of two-to-three per cent in the 1990s. (Binayak, 2000.) It is naturally expected that this acceleration of growth in per capita income will result in faster improvement of the quality of life for the bottom 50 per cent if that growth, if not egalitarian, is at least distribution neutral. However in Bangladesh during the 1990-2000 period, the proportion of income poor declined at a very slow rate (only one per cent per year) and the absolute number of poor, which had been increasing up to 1990, thereafter remained more or less constant. The decomposition of actual changes in poverty measure over 1984-92 into ‘growth’ and ‘inequality’ effects also shows clearly that the rate of decline in the head count index of poverty would have doubled if inequality had simply remained the same. 
 

In spite of this slow decrease in the rate of poverty, Bangladesh achieved impressive progress in some of the macro-level indices of social development as compared to other low-income countries. Especially noteworthy are its indicators of relatively higher levels of social development at relatively low levels of income. But one should always remember that these improvements only represent averages of the whole population, comprising both the rich and the poor and may therefore hide the stark inequalities. In fact, the incidence of levels of extreme poverty, poverty and social development varies very much in accordance with the gender, regional and socio-economic characteristics of households. In general, households that are headed by women or relatively young or less educated persons have a lower tenure status, are in poorly developed areas and, are effectively landless are more likely to be poor or extremely poor in Bangladesh. 

While preparing its recently published national strategy of economic growth and poverty reduction the Government of Bangladesh carried out 21 dialogues at grass-roots level. There, people comprehensively identified both positive achievements and negative shortcomings in Bangladesh’s overall macro development. 
 It is highly instructive to look at these comments more closely, since they indicate people’s firsthand perceptions of their own problems and priorities. 

The major positive achievements recognized by the people who attended these dialogues were: A decline in acute deprivation in terms of food and income entitlements; increased access to health and education by the poor; tightening of the labour market in rural areas and in response to that, a rise in the real agricultural wage; a decline in traditional money lending and increased access to credit by the poor; increase in the volume of remittances; faster expansion of employment in the non-crop sector (e.g. poultry, fisheries, etc.) as well as in the non-farm sector (transport, petty trade, services, etc.) and, the enhanced role of women entrepreneurs in the rural areas of Bangladesh. 

People also identified their key concerns and the various kinds of services that they need urgently. The major areas were (a) poor quality and quantity of public services, including increased insecurity due to a deterioration in the law and order situation; (b) lack of employment opportunities; (c) lack of physical infrastructure and, (d) constraints that limit their self-empowerment s.a. lack of participation by minority groups and the poor in general in many crucial decision-making processes that significantly affect their lives; lack of social solidarity, bonding and bridging among the numerous micro groups of the poor; unbalanced and unequally shared growth and, the problem of polarized politics.   

As a consequence of the rather ‘limited results’ of the SAP 
 which has been implemented in Bangladesh for 15 years, the country prepared the ‘National Strategy for Economic Growth and Poverty Reduction’. This strategy paper is now in circulation for broad discussion. A preliminary reading of it shows that it has neither concentrated on the real issues perceived by the people, nor does it try to address seriously the controversial macro issues so as to develop its own macro policy agenda. Instead, the strategy unrealistically borrows an ambitious vision from a partnership agreement on poverty with the Asian Development Bank and translates that into 10 ambitious quantitative development targets to be reached by 2015. These are the ‘Millennium Development Targets’ of Bangladesh.
 The critical assumption that supports the feasibility of these highly concrete and ambitious targets is that of a seven per cent GDP growth rate sustained over the next 15 years. This ambitious, high growth rate seems to be necessary for the fulfilment of the planned targets, perhaps because the authors also have to assume that nothing can be done to stop further deterioration of income inequality in the coming years. 

The first assumption, seven per cent growth, is highly ambitious. It is premised on the higher availability of both domestic resources and foreign aid in the coming years, which is surely contrary to existing trends. On the other hand, the second assumption, of continuous deterioration in income distribution, is both fatalist and self-defeating. Additionally, the ‘Citizens’ Task Force Report on Poverty’ recognized that in Bangladesh there is a mismatch between micro success and macro failure in the field of poverty. It is further stated that the traditional strategy, the ‘Income Growth, Human Development and Safety Net’ approach, will not be able to reduce poverty at a desirable pace. The report also takes the following very distinct and non-traditional view: “Without addressing the issue of economic inequality in Bangladesh society, the goal of faster poverty eradication cannot be achieved.” (Binayak, 1998.)

THE POVERTY SITUATION 

As a result of the SAP, the retrenched workers and rural underemployed and/or unemployed have been forced to join the ranks of the poor, or at the least, became marginalized. A large informal sector has also grown up to provide for those marginalized people.  The situation today is that more than two thirds of non-agricultural employment is in the non-formal sector and 77 per cent of non-formal employment is in trade and services. If we exclude medium- and large-scale industries from the definition of informal industry, small industries, cottage industries and handlooms comprising the aggregate informal sector industries will constitute 95.8 per cent of the total number of industrial enterprises in Bangladesh. They also employ 72.7 per cent of industrial employees and produce 36.2 per cent of the gross value added in the industrial sector. On the other hand, the formal industrial sector constitutes only 4.2 per cent of industrial enterprises, providing only 27.3 per cent of industrial employment but contributing about 63.8 per cent of industrial output. (Wahiduddin, 2001.) Thus in Bangladesh informal industries are 23 times more numerous and employ almost three times more labour, yet account for less than half the value added as compared with formal industries.

Generally it is thought that the informal sector is a low productivity sector into which people are pushed because of the inadequate growth of the formal sector. From this basis it is argued that development of the informal sector is of little help in reducing poverty. However in Bangladesh a wide difference in labour productivity exists even within the informal sector. There are indeed some informal activities (e.g. cottage, rural household and urban household industries) that have an average labour productivity of less than $300/year. Mere extension of these types of activities will not be of much help in reducing poverty. But there is also a more productive informal sector in Bangladesh that mainly consists of numerous small industries. They have an average yearly productivity of almost $720. 
 This is nearly double the internationally accepted absolute poverty line of income of 365 dollars per year. If the low productive activities of the informal sector can be upgraded to this level of small industry and, if policy support is arranged accordingly to expand the labour-intensive small industry sector, especially in the peri-urban areas, then Bangladesh can really make a dent in extreme poverty. 

Today nobody can ignore the informal sector in Bangladesh because of its significant share in the growth of both output and employment. In 1994 only 11.7 per cent of the total workforce was employed in the formal sector. The remaining 88.3 per cent of the workforce was distributed within the informal sector, comprised of unpaid family workers (47.2 per cent), self-employed workers (26.8 per cent) and casual workers (13.9 per cent). During the period 1984-94, about half of the incremental GDP came from the service sector, the greater part of which must have been the contribution of the informal sector. During the same period only 12 per cent came from the manufacturing sector, most of which was obviously the formal sector’s contribution. 

The BIDS poverty study (1987-94) indicates that poverty in the rural areas is due to a very low wage rate as well as to a lack of employment. Poor people not only remain unemployed for a large part of the year but also tend to gravitate towards jobs with very low returns. Thus, under a programme for an upgraded informal sector, if access to credit, marketing and technical know-how could be improved for micro enterprises in the rural areas and small towns (which usually have a large rural hinterland), then a sufficiently strong pull effect would be felt by the rural poor now engaged in activities yielding a below poverty-level income. This can be an important starting point for a labour-intensive, pro-poor growth strategy.

There is already proof that more women than men are engaged in the non-formal sector. In Bangladesh 84 per cent of women in rural areas and 59 per cent of urban women are employed as unpaid family workers. If we exclude the housewives of the insignificant number of rich households, then most of these working women are poor and constitute the most disadvantaged group of society. They will benefit a lot if the programme for the development of the informal sector is carried out successfully. In practice the female members of poor households have already started to play an important positive role in many small-scale family enterprises in the rural areas, such as poultry production, commercial fish cultivation, horticulture, etc.

2.2:
THE CONTRIBUTIONS OF UNDP & PARTNER SUPPORTED INITIATIVES TO POVERTY ALLEVIATION IN THE CONTEXT OF LINKING MICRO-MESO-MACRO LEVEL ACTIVITIES

THE MACRO-MICRO SCENARIO

In the Delhi meeting on ‘Assessing Linkages between Micro and Macro Level’ it was recognized that every macro outcome is a long-term net result of interplay of all the participant stakeholders, each pursuing its own goal at both macro and micro levels. Thus the macro outcome of poverty reduction in a country like Bangladesh will depend on the roles of the different stakeholders at different levels of the general process of poverty reduction. So the point of departure should be the identification of the different stakeholders and their expected behaviour.  Below is a brief picture of the expected potential roles of these multiple stakeholders participating in the grand game of poverty in Bangladesh:

Government is of course a macro player and is generally supposed to provide material, financial and policy support for pro-poor growth. The State, according to the existing constitution of Bangladesh, also has the duty to provide a minimum level of quality education and health services to build the capacity of the relatively deprived citizens who are otherwise unable to afford such services. And finally, it must provide social security, information and an overall enabling environment for the less advantaged citizens of the country. (See Section 15 of the Constitution of the Peoples Republic of Bangladesh.) But the macro players who actually run the State of Bangladesh rarely follow these ideals.
 State tentacles are also extended to micro levels and generally up to the level of project committees. State functionaries often occupy the managerial/chief executive positions of the project or project-sponsored committees. Although they are supposed to serve the micro community within the framework of macro state policy, they in reality may not discharge their duties properly and here the issue is to ensure accountability and transparency of these agents to both the broad community and the macro state/constitution.

The community members are both micro clients and micro actors. Hence the primary precondition for discharging effectively the role of these micro players depends on the degree of their real ownership of both the outputs and activities of processes at the micro level. They may own them either collectively or individually, depending upon the nature of the activity/output itself. And depending on this they may pursue ‘project ideals’ more sincerely or less sincerely.

Civil society organizations include the NGOs, which are expected to act as a countervailing force against the macro forces of state and market unless they themselves become incorporated within the macro and transform themselves into intermediary commission agents.

Political parties work at both macro and micro levels and in a democratic society they are supposed to try to mobilize electoral support and capture state power by winning the majority votes. In Bangladesh a party in power usually prefers the status quo and tries to continue the traditional ongoing macro programmes more eagerly. But while in opposition, the same party becomes more eager to mobilize micro constituencies against unpopular macro reforms irrespective of their merits or demerits.

Grass-roots Organizations include people’s organizations and voluntary social/cultural as well as religious and professional groups. They may have a stronghold in a particular sector of the economy or in a particular area of the country. Depending upon their degree of solidarity and strength they can either remain a micro factor or, on some rare occasions, may become a macro factor.

‘Local self government’ includes all elected bodies at the local level. These bodies mainly have to serve their electoral constituency and, depending upon the size of that constituency, they can play either a micro role or a macro role. In Bangladesh an MP or an elected mayor should be considered more as a macro player than an elected Upazilla (UP) chairman/ member. 

From the above analysis it is clear that the macro agencies not only operate from a higher position and in a more large-scale manner but also possess several instruments to control the micro factors. Besides, they possess the ultimate instruments of coercion (the police and the army) and also have various economic instruments under their own control such as those governing public income and expenditure policy, monetary policy, trade policy, price policy, subsidy policy, welfare policy, etc. Moreover they determine the laws, institutions and in general define the governance structure by defining the different rights and duties of the different groups in society. Given this unequal distribution of power generally we find a vertical relationship of domination of the micro by the macro.

AN OVERVIEW OF THE PROGRAMMES DISCUSSED

The ‘micro-meso-macro’ scheme of classification is essentially a relative matter and depends on the geographical size and the administrative structure of Bangladesh.
 For the purpose of this study a programme will be treated as a micro-level local programme if its operational area is mainly one or more UPs within a single District. If a programme has the UP as its main target area and also has more than one project site across two or more Districts it will be treated as a meso-level programme. The national projects do not have any particular regional focus; they are applicable to all or some particular sectors of the whole economy.

The following 8 distinct programmes have been chosen for an extended review. They represent initiatives at all three levels.
 

Kishoregonj Sadar Tana (KST) /SAPAP is a local-level project confined to a single Upazilla. The projects focus especially on social mobilization for poverty reduction. This project, which has started in 1994, is now in its closing phase and the main issue here is what was finally learned from it. The four rural Community Empowerment Projects (CEPs) were initiated to demonstrate the replicability of the KST/SAPAP. Only three years after the inception of KST SAPAP, UNDP and the Bangladesh authorities jointly decided to replicate a similar model of CEP in nine other Upazillas of four different Districts, the fourth in the following year. At present, the first three are in the final stages of wrapping up.

As with their rural ‘counterparts’ the Local Partnership For Urban Poverty Alleviation (‘urban CEP’) project focuses on social mobilization for poverty reduction. Designed in 1998 it commenced its activities in January 2000. It is a meso-level project because it is a centrally designed model to be replicated in more than one district. The area coverage of the original project was three cities and eight municipal towns or Pouroshavas. The potential beneficiaries are 37,240 poor households whose members reside mainly in the slums or backward settlements of these cities and Pouroshavas.

The Sirajganj Local Governance Development Fund is confined to a single District. It focuses on the UP’s interaction with the BOB administration at the local level. It started with only 18 Unions but by the end of the project in 2004 it is expected to cover all the remaining Unions of the District, a total of 81. It is treated as a micro project because it is confined within a single district and its main target is UPs.

With respect to the CEPs, the four rural projects will be treated as a single entity as all four are simply the replication of the same project in four different Districts of the country. Three of the four projects have already reached the wrapping-up stage. Only the Rajshahi Rural CEP will continue for another two years. The discussion of the urban CEP especially focusing on the mid-term review by Irwin and his innovative suggestions for empowering the urban poor will be treated separately. All projects focus on social mobilization for poverty reduction.

The Non-Formal Employment Generation Programme of Bangladesh does not aim generating employment in the non-formal sector per se, but it indirectly aims at inducing such a programme first at the macro level and then at micro levels as well. Having traversed its life span, its main output seems to be some training at Upazilla level and the production of a few valuable consultancy reports
. However, these outputs are still not formally accepted by the National Authorities. Selling them to the proper authorities and inducing changes in macro policies seem to be the most urgent follow up tasks.

THE ANALYSES OF THE INITIATIVES

KST/SAPAP and the four rural CEPs:

The KST/SAPAP project aimed to (a) support the formation of a self-managed CBOs at the grass-roots level through which poor people will be mobilized to reflect independently on their problems and undertake social and/or individual actions to solve them and, (b) support the development of mutual trust among poor CBO members and, with the help of that social capital increase their ability for access to effective decision-making power. It further recognized the need for affirmative actions for the poor and for women, as well as identification of the steps to be taken to really empower them and the need for mobilization of savings on the part of the poor. Both production and management skills of the CBO members, especially the poor ones were to be enhanced and community projects undertaken were to be for the well being of the community as a whole (e.g. the building of physical and social infrastructure.) The CBO was supposed to exercise control and influence over the policies and programmes of the local service delivery agencies (e.g. banks, government line agencies, local elected bodies, NGOs, etc.) whenever their interests are involved.

Based on a series of evaluations of this programme it was found that its main achievements were (a) a reduction of poverty at the rate of three per cent per annum, which was three times higher than the national average; (b) huge savings were mobilized from the rural poor and (c) mostly poor people became organized in the CBOs.

· The main weakness of the project arose due to internal management conflict at the macro level. There was also a problem of dual leadership and dual salary structure due to the simultaneous leadership of the government and UNDP. There were thus misgivings towards those government officials who were serving the project under deputation or by taking temporary leave from their government service and, who were earning a lot more money than their civil service compatriots in the process. Management failures in the KST project prove the crucial importance of truly effective macro ownership for any pilot project. 

Therefore, at least a neutral attitude from the macro level is an essential condition for the smooth running of a micro project. And that can’t be ensured by just a formal legal agreement between UNDP and the government. It will very much depend upon the actual relationship between the national executing agency of the project and the various pertaining government departments. The rules of business need to be clarified before undertaking any project under dual authority and under various government line structures.

· The KST project incurred a very heavy management overhead cost, which is simply not affordable elsewhere. Thus replication in its original form is not possible. 

· The project ignored the collective goals of social mobilization and instead concentrated on micro-credit business, based on the subsidized supply of grant money from UNDP. But subsidized micro-credit was neither sustainable nor healthy. It created the additional problem of huge ‘cash in hand’ going to the relatively rich managers of the CBOs.  The poor members of the CBOs used their micro-credit mainly for petty activities like small businesses, cattle rearing, etc. These activities have on average a too small income to enable an entrepreneur to upscale an activity using his/her own funds.  There was no effort to replace macro-subsidies with local resources as the project matured. Sometimes so much money was injected at a time for micro-credit that it went beyond the absorption capacity of the CBOs and people of the area began to think of the cheap money simply as a dole. 

Thus it can be concluded that KST/ SAPAP was a classic example of what may go wrong with an otherwise good project in the absence of proper macro-micro linkage in the following specific areas: (a) Lack of macro ownership or withdrawal of macro support from the micro project in the middle stage of its life; (b) a wrong kind of leadership at the micro level or rather, inability of the poor to make their leaders accountable to them and, (c) a one-way flow of huge funds from macro to micro, i.e. the cheap money syndrome.

In general the common aims of the four rural CEPs were to (a) empower the most disadvantaged (especially women) in the project areas for poverty eradication/participatory local-level action and to (b) build the capacity of the target group through social mobilization, micro- finance and technical training. It also aimed to activate local government and other organizations for more responsive services to the community.

· The main activity of these projects was the formation of CBOs, which were exclusively male or female and on average consisted of 25 members. The micro experience of organizing the villagers/target group was not uniform. Some groups were successful in accumulating their own savings and earned handsome profits by investing them. These groups could maintain their solidarity and often increased their size over time by co-opting new members. There were also some groups that were captured by small minority members, as well as some groups that were disbanded due to corruption or misconduct. The latter usually had been losing significant numbers of members over time or ceased to exist. 

The comparison between successful and unsuccessful groups should therefore address questions s.a. (a) who should be included in the group; (b) how the leader of a group is selected; (c) how his/her accountability is ensured; (d) what are the essential conditions of success and enlargement of a group and finally, (e) the most important question of how the sustainability of these groups can be maintained even after the withdrawal of the social organizers by UNDP.   

· Sometimes the project authority glosses over variations in performance among groups in the same area by presenting only aggregate or average data for the whole area. Sometimes, too, it is shown that the frequency of project visits has been declining over time and this is then proudly reported as a sign of the growing autonomy of the groups, which may or may not be true. 

Thus monitoring group dynamics from a macro/higher level on the basis of a report card is not always feasible. The number of groups to be monitored has to allow adequate frequency in visits.   

· The main activity of a CBO under a rural CEP has turned out to be ‘saving and lending’. Ownership of a Micro-Finance Institution (MFI) by a CBO, not by any central NGO, has documented advantages they have enough micro-level flexibility to formulate their own rules and create their own games. They can charge different interest rates for different types of loans, e.g. loans for sanitary improvements may command a lower interest rate and cross-subsidize one loan from the higher interest earnings of another loan. They can also offer short-term loans for projects that have a quick turnover rate, fixing weekly payment schedules for them while setting longer intervals of payment for large-scale loans. A very small amount of savings can be stipulated initially and gradually raised as group members’ incomes increase. It allows for the flexibility for their ‘graduated members’ to drop out of the group and go to commercial banks for more sizeable loans.  

On the other hand, the critique of the CBO-based micro-finance operations point out that normally the market for micro activities is very limited and micro borrowers face fierce market competition from their peers, as well as from certain big players. Experience has shown that their funds are not of sufficient size to start a viable business - some of the micro borrowers may survive, but only through under consumption and overwork. They lack proper knowledge, technology and skill and do not have access to export markets or to any organized market where they could obtain a reasonably higher price for their products. 

An alternative to CBO based MFI could be the creation of a ‘Poor Man’s Corporation’ by establishing horizontal unity among them and pooling their savings and assets under a single mutual fund. If one examines the constitution of the Grameen Bank (GB) without any bias, the GB seems to be the nearest thing to such an institution in Bangladesh - it is the bank owned by the poor themselves. Although until now the GB’s profits from its banking operations and investment portfolios have not been distributed among the general members of the bank, legally these profits ultimately would belong to them. However before accepting the GB as a true model of a poor man’s corporation one should examine critically the real degree of property rights and control the poor have over all of the assets of the bank. It should also be pointed out emphatically that the strength of the GB does not rest with its micro-credit activity but with its ability to transform itself into a macro institution serving the poor.

In summary it can be stated that the single most important lesson of CEPs is that forming a group increases the power and confidence of each individual within that group and gives members an ability to solve jointly, larger and macro problems of their lives. There are several positive micro instances of this in all the four projects. However, CEPs’ positive features notwithstanding, they can’t be sustained for an indefinite period of time on the sole basis of funds through UNDP support. These projects were essentially designed as pilot projects. In the long run their ownership must be taken over by the local people at the micro level, by the macro authority, or jointly. If nobody is interested in owning and financing a project, replicating it or making it sustainable, then that means it has failed to realize its fundamental long-term goal in spite of its many short-term positive outputs. 

The urban CEPs 

Till date 238 urban settlements have been selected for project intervention. Thus in one sense, this is a macro project with 238 micro units of operation. As such, it has greater variability as well as richer learning potential. The brief aims of the project units are to empower the poor people of these settlements by organizing small groups among them and helping them to identify the common service needs of their respective communities. Ward-level development plans are to be prepared in a participatory manner. It aims to make the elected local bodies and their representatives, as well as the line ministries working in the urban service sector more responsive to the needs of the urban poor. In addition to providing micro-capital grants for implementation of the plans it supports the development of income-generating skills among the target group and the provision of micro grants for its members to use as start-up capital. 

· The main thrust of the project was to organize small groups at the local level and then form the community development committees (CDCs).  People in almost all project areas, with a few exceptions, quickly joined these organizations with the natural hope of either getting micro-credit or some new fund for developing infrastructure for the community as a whole. So the successful formation of the committees was made possible by presenting the covert or overt bait of the injection of some external funds. However this must be viewed as a temporary starting mechanism for finally building up a self-sustainable people’s process. 

A progressive strategy of self-reliance presupposes formation of apex organizations of the urban poor themselves. In the long run, these people should come forward to replace project staff and gradually diminish their financial dependency on the project, becoming sustainable. Such a vision is yet to be internalized by the large majority of  the project’s micro-level participants. The material-economic basis of such a vision is also not clear.  Little has been done, or is envisaged from the perspective of the poor as ‘citizens’ (and not merely, as economic beings, i.e. workers, consumers, producers, etc.) with their own social and civic rights and entitlements (including their access to and participation in policy making on matters affecting their own lives.)

· In order to be sustainable CDCs, the second level Ward committees, must form an apex body of the urban poor, something like a federation of CDCs at the town level and, if possible at national level. But as these organizations become larger, the political parties and other macro players are bound to become interested in taking control of them. 

So in order to retain autonomy CDCs must have their own agendas of demand as a basis of negotiation with the government and political parties. Besides, they also need to maintain an internally democratic structure, including rotating leadership, as well as regular accountability of their leaders to their constituency. In the long run this type of organization must develop its own human and resource base to pay its overhead costs. 

· Performance and a demand-based flow of funds are required.  Otherwise dependency of the micro on the macro will become perpetual. However, the nature and extent of demand for external help will vary over the life cycle of a micro project in each area. In the first phase of a project, generally small primary groups are formed, savings are generated and finally a CDC at Ward level is organized. At this stage the demand for external resources will be relatively low. Commonly the external assistance will take the form of knowledge, training, motivation, etc., while people at the micro-level will be lending their surplus time to get organized. In the second stage the community development plans are formulated, community contracts are signed and assistance is provided for the utilization of the micro capital grants for building community infrastructure. This second stage is a stage of high demand. A high volume of both technical and financial support will be necessary to sustain people’s participation. Finally, the stage of consolidation - in this last phase, infrastructure projects identified by the community are included in the annual town budget and arrangements are agreed and implemented for the recovery of the operational and maintenance cost from among the community itself. So demand for assistance is minimal again. 

However the path of progress of any Urban CEP unit through all these three stages is not always linear. At any time there can be a demotion of a unit from a higher stage to a lower stage, or promotion of a project from a lower stage to higher stage. At the critical second stage of high demand the ‘macro’ should be very careful to induce the maximum local contribution from the people and supplement it only when absolutely necessary.

In reality the potentiality of a project to enter into the third stage will largely depend on the degree of involvement of the elected councils and their commitment to the urban poor. In keeping with the principle of demand-driven approach the programme resources should not be distributed in a predetermined fixed manner.  All Units should not receive them in equal measure. More resources should go to the champions. 
· Since UNDP wants to empower the weaker subjects within the framework of an unequal society, in principle it must render affirmative support to the weak in the particular field in which it believes that the need is greatest. It is thus justified to give grant money to the poor and the weak, not just credit. The idea is not merely to meet a poor individual’s need for money but also to start a process of viable upward movement for the person by enabling him/her to start a viable enterprise.
Following this logic, small grants should be disbursed on the condition that the poor beneficiary makes an initial down payment (20% of the grant) and subsequently, another matching contribution equal to half the grant received. Of course the money should be in​vested in viable ventures and there should be a prior comprehensive survey on the profitability of the available investment opportunities. The matching contribution is to be paid by the grantee through numerous instalments provided over a period of one year after receiving the grant. S/he should deposit the funds into a Community Development Account for use by the community at large. This will be the link between individual prosperity and social prosperity.
It may be argued that this system of helping urban micro ventures with micro grants will not require elaborate specialized bookkeeping, nor will it create the usual problems associated with micro-credit operations based on a revolving fund and interest earnings from loans. It will also create solid material incentives for the individual members of the group, which is necessary in the first stage of this type of activity. Moreover, the provision of matching pay​ments to the community development account may encourage peer monitoring and further enhance group solidarity. However the most difficult aspect of this recommendation will be to discover genuinely profitable micro enterprises, as well as poor potential entrepreneurs who will agree to the rules of the game and implement them sincerely.

Sustainability at the end of the project, impact on national policy and integration of the urban poor and their informal sector activities within the mainstream activities of the formal sector will not only require legal and institutional reform but a participatory national planning and budgeting process and a decentralization of the administration. In addition, a thorough study of many government macro policies should be undertaken in order to discover their micro implications for the poor and vulnerable. Such studies have already been initiated by UNDP and hopefully will have a positive impact on future economic policies.

Sirajganj Local Governance Development Fund

The brief aims of the project are (a) delivery of small-scale local infrastructure services; (b) building capacities of local government bodies to plan, finance and manage basic development activities in a responsive and accountable manner and, (c) drawing lessons on improved local government practices of wider relevance in Bangladesh.

The project was initiated by UNCDF in this district building upon structures already put in place by UNDP’s CEP. A baseline study and capacity assessment was carried out before the final project formulation. In this connection three different participatory workshops were arranged, two in Sirajganj and one in Dhaka, to ensure the domestic ownership of the project at both micro and macro level - documentation suggests that these meetings enjoyed wide participation and were successful. After these dialogues the project document was finalized, the final agreement signed July 1999.

The key player in the project is the UP, the lowest elected local body in Bangladesh, which has thrived for more than a century in spite of many ups and downs in its history. Wherever possible the project is set within the existing government structure, from local government bodies to central government.  New institutions above as well as below the UP were created as needed to carry out definite developmental tasks. The rights and responsibilities of the involved micro, meso and macro players were clearly defined. 

Being linked into the hierarchy of the government’s administration, the question arises as how this project differs from the present system of local-level infrastructure development under the traditional bureaucratic leadership of the government? 

The project is different from other similar projects in Sirajganj in that it will delegate decision-making power regarding the use of the micro capital grant from the UNCDF to the local people and their elected local representatives at Ward/UP level.  The funds will be directly channelled to the UP as a block grant. The decision to use the funds and implement the project will lie with the UPs. However each project/scheme to be implemented must be selected through a participatory, bottom-up planning process, passing through, step by step, Gram Parishads, Ward Committees and finally UP, where the annual plan will be finalized. - Generally four types of projects can be selected: rehabilitation, improvement or construction of small-scale physical infrastructure; support for social infrastructure; skill development; and seed capital for an MFI working in the project area.

· Whatever theoretical merit these ideal guidelines may have, in practice, because of the vertically integrated control of the central government over the UPs, the principles may remain mere words or pious wishes. In particular, the District Project Advisory and Coordination Committees are likely to be powerful enough to control the ‘bottom-up’ planning process, especially inasmuch as money and monitoring will be under their control. 

Thus there is a fundamental dilemma in UNDP principles.  On the one hand, UNDP philosophy is to work with and through the government, but on the other, it is evident that without any change in the macro structure and government policies little can be done to improve local living conditions. At present UNDP tries to resolve this dilemma only indirectly, through the demonstration effect of good projects supported by its own money. But if this proves to be not enough, then further advances will require new measures like an active campaign in the mass media, lobbying with policy makers or legislators and, directly/indirectly helping people’s movements work for macro changes.

· Under the current pilot project it was decided that the CBOs already constituted under the CEP would prepare village development plans (VDPs), attaching priority to the needs of the poor, women and disadvantaged groups. Where there are no CBOs, members of the general population, under the leadership of a Ward member will prepare their respective VDPs. All of the VDPs under a single Union will be submitted to a general meeting under that UP. The respective Unions will compile their respective Union Development Plans out of their VDPs. Then all the Union Development Plans will be submitted to the Thana Development Coordinating Committees. The final approval of the plan will be made at this level. This is actually the most critical interface between the State and the community and it is where they will face each other for the first time. 

There is every chance that the State functionaries will dominate the community unless the latter is equipped not only with expertise, knowledge, skill and confidence to negotiate but also with its own resources to fall back on in case of disagreements.

· The traditional UPs in Bangladesh have a very poor image and suffer from various limitations and controls imposed and exercised by the macro authorities s.a. (a) its staffing structure is centrally controlled; (b) the revenue grant from the central government does not flow to the UPs directly; (c) the Ups’ income-expenditure budget must be approved by three levels of the central government; (d) the central government prepares its own rural development plan and executes it with little input/help from the UPs; (e) the central government has ordered the UPs to have their own five-year plan - but very seldom is such a plan prepared and even if it is, it is rarely participatory in nature (in cases where a participatory plan is somehow produced, it usually does not influence the activities of the different line agencies of the central government) and, (f) whilst UPs receive block grants, these grants are insignificant in size and guidelines to spend the funds are too strict to properly address local diversified needs and the UPs have only limited power over the implementation of development projects. Additionally, the UPs do not have control over their own collection of revenue - only part of their revenue from lease money as well as part of the land tax is under their own control. 

There are also some internal problems within the UP itself. For example, most of the UPs function in an undemocratic manner. Often the UP is its chairman’s one-man show. There is also no requirement for the annual accounts to be scrutinized and approved by a full meeting of the UP. Often UP members and their chairman are either reluctant or unable to attain financial solvency. This is due to several reasons such as: lack of key personnel; inadequate and outdated valuation of holdings for tax purposes; apprehension of losing popularity; a widespread tendency to avoid payment of taxes; an absence of linkage between payment of taxes and services provided; a narrow tax base, etc. The fiscal autonomy of the UP is also very limited.

If the above macro constraints are not loosened by changes in the macro policies the UNDP pilot project can do very little to alleviate poverty through these types of local/micro-level initiatives.

Recent development has shown that the class composition of the UP chairmen and elected members has been undergoing considerable change. More educated, younger people are slowing assuming the leadership positions of the old landed aristocracy. Today the non-agricultural rich, who have other businesses besides land, are the real masters of the village. At the Ward level, women members have made tremendous gains and some poor people were also able to get elected. But both the poor elected members and the women members usually were unable to retain their autonomy. The poor ultimately had to depend upon rich patrons for economic support for theirs families while they engaged in local-level politics. Women usually received dictates from their guardians or husbands.

The long-term accountability of the UPs through the election system is not enough. Day-to-day accountability and transparency of their works will be necessary before putting large amounts of money into their hands.

Gram Parishad should not be a counter force to the UP. Rather, it should be a complementary body under the control of the Ward members of a Union. If GP also becomes an elected body, the possibility of conflict will be higher since, according to the constitution, every elected body is sovereign and accountable only to its constituency.

· In Bangladesh (and perhaps everywhere), the micro is accountable to the macro, or in other words the weak and small are accountable to the strong and large. This is always easier than making the macro or boss accountable to the micro or employee. But even this universally practised macro control over micro is not always effective in Bangladesh. 

The Sirajganj project is trying to reverse this old and ineffective practice by forcing the UPs to become accountable to the CBOs and, through them, to the people of their constituencies in general. One of the main instruments to be used for this purpose will be the weatherproof public notice board. These will be constructed and set up at each UP office and at other key public locations in the Union (e.g. market place) for the public posting of minutes of UP meetings and annual income-expenditure accounts. Regular public meetings of UP officials with various representative groups are also suggested as an effective means for the monitoring of the top by the bottom. 

· The micro capital grant to the UP is performance based. UPs can be rated on the basis of the previous year’s performance and receive funds accordingly. This has actually been the practice and now there is healthy competition for better performance among the Unions. On the basis of this learning experience it has already been proposed to the central government to distribute at least 10 per cent of the bloc grant funds in a similar merit based manner. UPs are proposed to be rated on their performance in five relevant areas: office management, financial management, women’s participation, project implementation and revenue collection. The Sirajganj project has already constructed several indicators for measuring performance in these areas.

· Recently extreme poverty has decreased in the rural areas, not because of micro-credit, but because of the flow of remittances into the villages and a rise in the real agricultural wage. People are willing to pay more taxes if they can see that these taxes are spent for the well-being of their own community. 

In general it seems that the project’s national executive agency, has a strong ownership of the Sirajganj project and that the project has already started to induce favourable macro policy changes as reflected in the draft ‘National strategy for economic growth and poverty reduction’.
Support to the National Programme Process for Non-Formal Employment Generation in Bangladesh
The brief aims of the project are to (a) establish a programming process for employment generation in the non-formal sector in order to eradicate poverty and enhance growth; (b) develop capacity of the planning commission to prepare, lead, manage, monitor and update such a programme; (c) try to bring together all stakeholders from the public sector, civil society and non-formal workers operating at national, sub-national and local levels and, (d) try to create synergy among the said stakeholders.

Bangladesh faces the challenge of achieving growth that is high, equitable and sustainable. In order to prevent anarchy and social chaos it must create employment at a decent level of income for the growing labour force. Until now the informal sector has provided employment for the vast majority of non-agricultural workers in Bangladesh. Thus, at the least, in the short and medium term the vast informal sector must play an important role in any growth scenario.

· Since direct productive investments in agriculture and manufacturing now lie mostly within the domain of the private sector, it is not very meaningful to prepare elaborate quantitative investment and output targets for these sectors. 

Nevertheless, a development strategy will still be needed to provide a strategic vision of the country’s development potential and to guide public actions in that direction. A strategic vision will also be needed to guide the public investment programme in the three very important fields of energy, physical infrastructure and social infrastructure.

· Within the private sector the informal sector is still the largest sector and has the potential for labour-intensive efficient growth. But to be both labour intensive and efficient, the informal sec​tor must change its structure of activities so that it is no longer a mere refuge for surplus labour. 

However current macro economic reforms under SAP are at least inadequate, if not nega​tive for the healthy development of the informal sector. The products of the informal sector are largely non-tradable services. So export incentives under current macro policy mainly accrue to the formal sector. Tariffs are also reduced for large-scale capital goods or ma​chines, which are mainly bought by the formal sector. The informal sector generally buys small hand tools, sewing machines, etc. on which tariffs are still relatively higher. Thus the present tariff structure is working against the informal sector. Moreover, due to a sudden quick reduction of tariffs, the engineering and domestic capital goods industries have been destroyed and indirectly this has also closed the scope for upgrading informal industry tech​nology. Rapidly expanding micro-credit is also not targeted to micro industries; it is mainly targeted towards self-employment and women. So the segment of the informal sector with real potential does not receive any micro-credit, neither from NGOs nor from commercial banks. Finally, there are many discriminatory laws against the informal sector and the infor​mal-formal sector interface.

· Besides the policy issues, which are a direct or indirect consequence of the SAP, other more common problems of the informal sector can be broadly divided into four major groups. The first problem of the informal sector is its low labour productivity linked with the relatively higher labour intensity of informal sector ventures. Results of the Rural Industry Survey as well as the Bangladesh Small and Cottage Industry Survey show that productivity in the informal sector varies from one type of activity to the other, depending upon the capital-labour ratio. The high cost of raw materials is another problem. Recently the prices of indigenous raw materials like bamboo, cane, wood, straw and leaves have been rising. In producing some exportable products, informal industries have to use high-quality inputs as well as some imported raw materials. This makes the cost of production too high for their products to be competitive in the international market. The third problem is related to the problem of marketing. There are several middlemen between the informal entrepreneur and the final consumer. Besides these market intermediaries, the informal entrepreneurs often have to procure raw materials or the required working capital in advance from a middleman, ‘Mohajon’ or NGO and this also reduces their share in the value added. The fourth problem lies in the lack of knowledge and skill with regard to modern technology relevant to the informal sector. 

Upgrades are needed to increase the productivity of labour, not by displacing it but through the introduction of higher skills and the modernization of equipment. Whatever approaches are taken by the macro authority to solve these problems should be delivered as integrated packages of assistance.  

Credit will have to be the crucial link in the whole package. The recent survey found that 65 per cent of rural industries ran short of working capital while only 11% had stock of more than Taka 500. Thus it seems that start-up capital is not enough; the ‘macro authority’ must prolong its support for informal industries by arranging working capital, technological help and marketing assistance to enable enterprises to upgrade production, become sustainable and ultimately be integrated with the formal economy.

· NGOs are now working in the informal sector of Bangladesh quite intensively. In 1991 the Bureau of Manpower Research carried out a survey of different self-employment-based micro programmes run by NGOs and government organizations. At that time they were able to identify 140 organizations running 98 separate programmes of income generation and 44 separate training programmes in the informal sector of Bangladesh. But their approach is dispersed and uncoordinated and has therefore given rise to many duplications and much wast​age. 

There is an urgent need to bring all of them under a coherent macro strategy of informal sector development. 

· In Bangladesh, the informal sector has grown in urban areas, mainly as a refuge for  surplus rural labour migrating to towns. Once these job seekers enter towns they face stiff entry barriers from formal sector employees and thus become forced to work in the low-paid informal jobs of the urban sector. Instead of solving the problem of poverty this enhances problems of over​crowding, environmental hazard and misery for the urban poor. 

It would therefore be better to first concentrate the development efforts on the rural/semi-ur​ban non-farm sector, which may provide an easier and more efficient growth path for the non-formal sector. However the rural non-farm sector can grow effectively only if it is de​mand driven from concomitant growth in the agricultural sector. If upgrading informal sector technology and scale of activity in rural or semi-urban areas causes development of this sector there may be two kinds of effects. The upgraded industries may compete with rural cottage and household industries, displacing the informal sector activities with relatively low productivity; or they may capture a portion of the urban market or substitute for some im​ports. Obviously the second type of development will be better for equitable growth. In that case, attention should generally be given to small industries of three types: food processing, handicrafts and leather.     

Bangladesh can learn many things from Chinese and other East Asian cases of successful rural industry development. In East Asia it was found that because of the egalitarian structure of land ownership, increasing rural per capita income and its egalitarian distribution among farm house​holds was accompanied by a gradual shift to relatively larger scale non-farm activities with higher labour productivity, higher wage rates and an increasing proportion of wage labour in the total rural labour force. This step-by-step development process can be followed in Bangladesh too.

In conclusion, an informal sector-led growth strategy, based on upgraded agro-based industries, may secure for Bangladesh, at least in the short and medium terms, a higher, more sustainable and more decentralized and equitable growth rate. 

2.3:


THE WAY FORWARD FOR UNDP AND PARTNERS

Based on UNDP’s experience it has been decided to close the rural community empowerment projects and to stop or phase out all micro-credit programmes. From the field experiences of micro projects it appears that UNDP has more comparative advantage in training and learning exercises, policy formulation, institutional replication and small-scale community projects. How​ever all the small-scale community projects supported, are confined to physical or social infra​structure and are situated at local levels. Therefore their benefits remain confined to a small locality and accrue to the community as a whole rather than to poor people in particular. UNDP-supported training mainly focuses on the development of individual skills for various micro activities. However, for training to generate sustainable development for the poor it must be accompanied by the supply of capital, technology, markets, etc. 

The macro policy advocacies of UNDP are also not very effective unless the beneficiaries of the changed policies at the micro level become concerned, get organized and put pressure on the macro authority for desired changes. Bangladesh has an abundance of good policy documents but lacks appropriate leaders with sufficient commitment to implement them or put sufficient pressure on inappropriate leaders to act upon them.

UNDP has successfully built several models for micro institutions but so far the macro authority has not yet fully accepted them for replication throughout the country. UNDP has also devoted little effort to disseminating its success stories through arrangements for horizontal interactions among all micro players. Some national-level seminars and dialogues at macro level have been arranged but nothing effective has taken place at the micro level. 

Thus, in order to establish really effective micro-macro linkage in all its activities in Bangladesh UNDP should start from its position of comparative advantage in the micro areas of training, policy formulation, institution building and community project development. Whatever micro projects now exist in these fields need to be consolidated by further increasing their scale, through further replication elsewhere by agencies other than UNDP and by ensuring their long-term sustainability following UNDP withdrawal. Additionally, the following should be imple​mented, so that micro efforts can be translated into macro changes.

· UNDP should immediately launch a critical study of the macro economic policy framework of Bangladesh. Some studies on the impact of the current macro policy regime on poor people engaged in the informal sector have already been completed. But further studies need to be done to examine the impact of SAP on poverty at the micro level. For example, what has happened to the retrenched workers of the de-nationalized entities? How has the withdrawal of subsidy from the agricultural sector affected the profitability of crops and the growth of rural income? At whose expense has government expenditure been cut and who has had to bear the burden of increased revenue collec​tion? How has the liberalization of trade affected indigenous industries? The list can be enlarged but it is more important to arrange a synergy between the macro players and the micro players and to convince policy makers to change current policies and push them in the desired direction. 

International sharing of cross-country experiences with SAP or macro adjustment policies can be extremely helpful for Bangladesh. UNDP has the unique advantage of possessing both high goodwill for its relatively neutral standpoint, as compared with that of WB/IMF and, the required professional knowledge in this field. 

· UNDP has to decide clearly whether it will concentrate on pro-poor programmes per se, or aim for a more general approach, supporting programmes for the welfare of the community as a whole. If affirmative action for the poor is specially mandated, then UNDP has to think about ways and means of bringing the poor into the mainstream economy. 

Initiatives s.a. ‘the Poor Man’s Corporation’ and the ‘Social Entrepreneurship’ could be tested in one the existing micro projects. Alternatively, a collectively owned enterprise of the poor could be built with the aim to demonstrate its economic sustainability. This could be supported in partnership with other development actors. (Sobhan, 2001.)

· Since the MDGs were accepted in the government’s draft proposal of its ‘National Strategy of Economic Growth and Poverty reduction’,  UNDP can (a) provide rich inputs into the present discussions and, (b) start building a comprehensive system of monitor​ing the future progress of the government towards these goals. Perhaps one of the key outputs of this monitoring system could be an annual report on poverty and human de​velopment, which would provide an overview of progress in achieving economic growth, equity, human development, poverty reduction, gender equality and many other key targets related to the MDGs. This annual report should also provide an analysis of fac​tors behind the observed trends of the performance indicators in these fields, as well as their policy implications.  

· The decision to stop the micro-credit programme is possibly a correct one. But monetary grants for small-scale community projects and start-up grants for viable micro enterprises owned either collectively or individually in the upgraded informal sector should be continued and stressed. This is to provide poor people with something imme​diate and tangible that will have a rapid positive impact on their lives.

· The Sirajganj Local Governance Development project seems to be suitable for the establishment of an effective micro-macro linkage. If the present government is really thinking of incorporating some of the lessons learned from this micro project into its macro plan for local governance, then this should be taken as an opportunity for the UNDP to further push on advocacy, up-scaling and replication of this meso level project.   

· Careful monitoring of all overhead expenditure and especially the reduction of the cost of delivering one dollar’s worth of services to the poor should be a chief concern of all future UNDP-supported projects. 

Overall, it can be concluded that working in the above direction will require UNDP to build a horizontal unity of its micro-level players so that they can become a macro force clamouring for desirable macro changes from the relevant macro policy makers. At the same time, UNDP, from its headquarters, should try as much as possible within the boundaries of international codes of conduct to build strategic alliances with the favourable macro players so as to persuade the relevant macro quarters to make desirable changes in their macro policies. In this way the macro and micro initiatives of UNDP can further reinforce each other.

CHAPTER 3:
ASSESSMENT OF THE SITUATION IN INDIA

3.1:


THE DEVELOPMENT CONTEXT 

THE POLITICAL AND ECONOMIC SITUATION

Poverty alleviation has been on the national policy agenda for more than 50 years. As early as 1938, the Indian National Congress constituted a National Planning Committee (NPC) headed by Jawaharlal Nehru, which declared that the social objective should be “to ensure an adequate standard of living for the masses, in other words, to get rid of the appalling poverty of the people”. The importance of reduction in poverty and provision of  basic needs has been empha​sized in all of independent India’s five-year plans, particularly since the Fifth Five-Year Plan. ‘Growth with Social Justice’ has been the basic objective of development planning in India since independence.

The frontal attack on poverty was pursued in three successive phases. The first phase lasted from the beginning of the 1950s till the end of the 1960s. The first initiative in this phase was the Community Development Programme started in 1952. This programme basically aimed at inte​grated development at the local level through the co-operation of people and the convergence of technical knowledge in various fields. The second initiative was taken by introducing meas​ures for the abolition of intermediary institutions and systems of landholding such as ‘Zamindari, Jagirdars’ etc. This was followed by attempts to have a comprehensive policy of land reform. Here the major emphasis was on the redistribution of land and improving the plight of poor ten​ants, through abolition of functionless intermediaries, tenancy reforms culminating in the princi​ple of ‘land to the tiller’ and imposing a ceiling on large holdings. The third initiative was the em​phasis during the Third Five-Year Plan on food grain production through introduction of new technology, which resulted in the ‘Green Revolution.’ While achievements through many of these efforts were significant, the impact was far from satisfactory in tackling the problem of poverty. Abolition of the intermediary system of land tenure was completed with success, but land reform (which is still an on-going process) has not yielded the desired results in terms of either growth or social justice. The success of the Green Revolution was limited to specific areas and crops.

The 1970s and 1980s belonged to the second phase, with considerations whether programmes and policies should be re-conceptualized. The need for direct pro-poor initiatives was finally felt, particularly during the period of the Fourth Plan. The 1970s were a significant decade in this context. Many new programmes including the Rural Work Programmes, the Drought Prone Areas Programme, the Desert Development Programmes, programmes for small and marginal farmers (Small Farmers Development Agency and the Marginal Farmers & Agricultural Labourers Agency) were all tried in rural areas.  However, since the 1980s there has been a proliferation of centrally sponsored poverty alleviation programmes in the country with higher allocations in the Five-Year Plans. There has been emphasis on self-employment and wage employment programmes like the National Rural Employment Programme (NREP) and Jawahar Rojgar Yojana.

During the third phase, as in other parts of the world, India followed stabilization and structural adjustment policies. Liberalization policies were followed in industry, trade as well as financial and fiscal sectors. In the 1990s, the emphasis shifted to measures aimed at accelerating economic growth and creating an environment for the ‘trickle down’ effect. The first five budget speeches of the finance minister reveal the approach followed during the first half of the 90s, being (a) a two-track strategy towards poverty alleviation - growth that would trickle down and special anti-poverty schemes and, (b) the interests of the poor are used to justify the economic adjustment policies. The increased expenditure of the 1990s on anti-poverty programmes was seen as part of the ‘human face’ of the adjustment programme. (Mahendra Dev and Mooij, 2002.) However, the emphasis on poverty in the budget speeches hides to some extent that the real thrust of the adjustment policies was/is to facilitate the creation of wealth - the budget speeches are strategically silent regarding the redistribution of wealth.

In the second half of the 1990s, a broader definition of poverty was adopted. The focus shifted from income and employment to basic needs. Targeting was introduced in public food distribution. This could be interpreted as an attempt to enable the poor to derive more benefit from the Public Distribution System (PDS), or as a way of reducing the subsidy burden. The poor were seen as potential entrepreneurs who are in need of capital injections (micro-credit). The understanding of poverty is residual, rather than relational. In line with this, the conceptualization of poverty has continued to shift. The traditional anti-poverty programmes were seen as less effective and the Tenth Five-Year Plan (2002-07) increasingly emphasizes the importance of human development. The approach paper for the Tenth Plan says, ‘Economic growth cannot be the only objective for national planning and indeed over the years, development objectives are being defined not just in terms of increases in GDP or per capita income but more broadly in terms of enhancement of human well being.’  The approach paper also gives some monitorable targets for a few key indicators of human development during the Tenth Plan, as given Annex C, table C.8.

Since many of the poor belong to the class of agricultural and landless labourers, labour-intensive growth has been thought to provide employment opportunities for these workers. India has been following sectoral policies and direct programmes to improve the chances for the poor; however the experience of the 1990s in employment creation was not very encouraging. The growth rate of rural employment was around 0.5 per cent per annum between 1993-94 and 1999-00 as compared to 1.7 per cent per annum between 1983 and 1993-94.  The daily status unemployment rate in rural areas increased from 5.63 per cent in 1993-94 to 7.21 per cent in 1999-00. The growth of employment overall declined from 2.04 per cent during 1983-94 to 0.98 per cent during 1994-00. Much of the decline in growth was due to developments in two sectors, i.e. agriculture and community social and personal services. These two sectors, accounting for 70 per cent of total employment, did not show any growth during the 1990s. 

Agriculture still contributes 60 per cent of India’s total employment. In the decade 1983-94, agriculture contributed 50 per cent of the additional employment. On the other hand, there was an absolute decline in agricultural employment between 1993-94 and 1999-00. In the process of economic development, employment is supposed to shift from agriculture to non-agricultural activities. However underemployment can be removed with higher agricultural growth. Also, agriculture still has the potential to absorb workers in regions with a higher incidence of rural poverty such as Orissa (48 %), Bihar (44 %), Assam (40 %) M.P. (37 %), West Bengal (31.8 %) and Uttar Pradesh (31.2 %.)  

THE POVERTY SITUATION

India has experimented with all types of ‘targeted poverty alleviation programmes’. These programmes are aimed at helping the poor instead of the entire population. They target the poor directly with the main objective of helping them to improve their economic, physical (nutrition, health) and social conditions. Their benefits are intended to supplement those that would accrue to the poor through normal economic activities and the schemes are supposed to protect a person or household in cases of both chronic and transient poverty.  The present major programmes for the poor in India can be broadly divided into four categories, (a) self-employment programmes; (b) wage employment programmes; (c) public distribution system and nutrition programmes and, (d) social security programmes.

The focus of self-employment programmes is on the provision of productive assets to households in the target group, or on the provision of credit meant to finance the purchase of such assets by the government or NGOs. The first major self-employment programme started in the late 1970s. Its target group consisted of families below the poverty line in rural areas and was comprised of landless and marginal farmers, agricultural labourers, rural artisans etc. The achievements show that from the inception of the programme until March 1999, more than 54 million families benefited under this programme. Total credit mobilized during this period was Rs.22.542 crore. 

India has long experience in experimenting with labour intensive public works. After independence in 1947, many schemes were sponsored by the central government, beginning with the Rural Manpower Programme in 1960. The Employment Guarantee Scheme (EGS) of Maharashtra has received acclaim from several sources. It is a particularly interesting example because of its unprecedented feature of guaranteed rural employment, which makes it a model for other states in India and throughout the developing world.
 At the national level, Jawahar Rojgar Yojana (JRY) and the Employment Assurance Scheme are the important programmes in rural areas.
 An important role was envisaged for the panchayats in JRY’s implementation, with the funds directly given to them. In terms of person days of employment created, India’s rural public works programmes are the largest in the world; the JRY has reached around a billion person days in recent years. JRY’s share is quite high in social sector expenditure. Around Rs.35,000 crores were spent on JRY from 1989-90 to 2000-01. 

The public distribution system, PDS, is one of the instruments for improving food security at the household level in India. PDS ensures the availability of essential commodities like rice, wheat, edible oils and kerosene to consumers through a network of outlets or ‘fair price shops’ that supply these goods to consumers at below market prices. Access to the system was universal until 1997. During the first few decades of its existence, the PDS never actually had operated as an anti-poverty programme, but merely as an instrument of price stabilization. Before the late 1970s, the PDS was mainly restricted to urban areas and food-deficit regions. Since the Sixth Five-Year Plan, however, the welfare importance of the PDS has been recognized. In the 1980s the programme covered rural areas in many states. The PDS has been effective during drought years, for example in 1979-80 and 1987-88.
 It has also been effective in transferring food grains from surplus areas to deficit regions like Kerala. In the 1990s, the government decided to restructure the PDS, creating the revamped PDS and the targeted PDS.

However the system has had many problems. There has been significant diversion of PDSs’ commodities. The overall impact of PDS on the poor seems to have been less than assumed and poor states have not benefited from it very much. It has been found that the relationship between poverty reduction and the PDS is weak across Indian states. Targeting has been a continuing concern. The government’s approach to targeted PDS is related to the income-based means test. However, identifying the poor through this test is known to be difficult. Other methods should be used for targeting. Targeting also leads to errors of exclusion and inclusion.
 The former occurs when the poor are left out while the latter happens when the non-poor are included. Both kinds of errors seem to be high under targeted PDS and the challenge is to minimize them through innovative programmes.

For the first time in India, a social security system was introduced in 1995 in the form of the National Social Assistance Programme (NSAP). It represents a significant step towards the fulfilment of the Directive Principles in Articles 41 and 42 of the constitution. It introduced a National Policy for Social Assistance benefit to poor households in the cases of old age, death of the primary breadwinner and maternity. The programme accordingly had three components, namely (a) the National Old Age Pension Scheme (NOAPS); (b) the National Family Benefit Scheme (NFBS) and, (c) the National Maternity Benefit Scheme (NMBS).

NSAP supplements efforts of state governments with the objective of ensuring minimum national levels of well being. The central assistance is not meant to displace the state’s own expenditure on social protection schemes. NSAP is now a popular programme and most allocations were spent under its schemes. In 2000-01, Rs.477 crores were spent on the NOAPS and Rs.201 crores on the NFBS. Around 51 lakh benefited from the NOAPS in the same year. NSAP was evaluated by India’s operations research group (ORG) three years after its implementation. The study was carried out in eight states (Andhra Pradesh, Bihar, Gujarat, Kerala, M.P., Maharahtra, Orissa and West Bengal.) It revealed low levels of physical achievement for all the three schemes in the first two years of implementation. However, in the third year, achievements under NOAPS surpassed targets in most of the states while achievements under NFBS and NMBS continued to be low.  The coverage of women in NOAPS was found to be 40-60 per cent and in NFBS, 40-50 per cent.  The programme appeared to have been well targeted.

The IRDP and its sub-programmes, along with wage employment programmes, were reviewed by a committee constituted by the Planning Commission in 1997.  The committee, in its report recommended a single self-employment programme for the rural poor. It also suggested moving away from the individual beneficiaries approach to a group approach in implementation of the programme, recommending that preference be given to group activities and a cluster approach. Accordingly, the Swarnajayanti Gram Swarozgar Yojana (SGSY) has been launched as a single self-employment programme in place of the earlier programmes with effect from April 1999.  SGSY basically gives preference to groups in giving subsidies and credit. Similarly, the JRY wage employment programme was restructured in 1999 and renamed Jawahar Gram Samridhi Yojana. This programme aims at creating need-based rural infrastructure at the village level to boost the rural economy and improvements in the quality of life.
3.2:
THE CONTRIBUTIONS OF UNDP & PARTNER SUPPORTED INITIATIVES TO POVERTY ALLEVIATION IN THE CONTEXT OF LINKING MICRO-MESO-MACRO LEVEL ACTIVITIES

THE MACRO-MICRO SCENARIO

The changes in approach to poverty alleviation can be examined in terms of macro-micro linkages. During the first phase of India’s anti-poverty strategy the emphasis was on institutional change in terms of land reform and this has not helped in reducing poverty. The Green Revolution helped the small and marginal farmers in irrigated areas but not the dry land farmers. This is clear from various studies and the feedback that has come from micro-level realities. 

The major criticism of government-based anti-poverty programmes 
 relates to the lack of people’s participation. The approach in implementing these programmes seems to be essentially technocratic and top-down. Micro-level experiences have shown the need to involve panchayats, NGOs, self-help groups and community-based organizations in strengthening government employment programmes. To strengthen the effectiveness of anti-poverty programmes, the government has initiated three changes in recent years. First, it has involved Panchayati Raj (local level) institutions in anti-poverty programmes. This may improve targeting and delivery systems. Secondly, the government has recognized the role of self-help groups for credit mobilization and has been involving NGOs in the programmes. Thirdly, the many existing programmes are being consolidated into two or three major ones. 

With the passing of the 73rd and 74th Constitutional Amendments, people at the village level are now empowered (through participation in local government) to exercise their rights and manage their own development activities. This opens up space for potentially meaningful and creative local development efforts with built-in pressures for accountability. Thus, people’s participation through panchayats would strengthen government activities. There are, however, apprehensions that, given the highly stratified and unequal socio-economic structure of Indian villages, the dominant land-owning caste elites would effectively control power and that they are unlikely to be concerned about the welfare of the poor and women. Recognizing this, the constitutional amendment explicitly provides for reserving a substantial proportion of elected positions for women and the marginalized poor. One important way of empowering women is to ensure them a share in local decision making. Reserving not less than one-third of the total seats of the Panchayat Raj institutions and one-third of the chairperson posts for women at the various levels has done this. Improving the female literacy rate through Panchayati Raj could have implications for strengthening women’s employment in the medium and long terms.

Wherever voluntary organizations have shown interest, the effectiveness of government programmes has improved. NGOs and Community-Based Organizations (CBOs) thus play vital roles in strengthening the government’s hands. The voluntary organizations also make the panchayats accountable. For accountability two instruments are needed: (a) The right and access to information and, (b) social mobilization. Government activities at the local levels have to be transparent and people should have the right to information regarding funding and other matters. NGOs and CBOs can also facilitate the social mobilization of people, especially women. Also, some of the special employment programmes can be given to self-help groups for implementation.

Micro-level experience has also shown the need for linking poverty alleviation programmes with sectoral programmes. Special employment programmes may have to be continued in the short run until the growth process generates the jobs required. However it is necessary to recast the employment programmes, not only to make them more effective in meeting the short-term objective of providing temporary work, but also to enable them to build up the productive capacity of individuals/areas. This, in turn, would make greater employment on a more sustainable basis feasible (Nayyar, 1995). For example, public works programmes should create assets that can provide sustainable productive employment in the future - they should not be relief programmes. The case for using rural public works as a development activity and for providing productive employment has been argued by Hirway and Terhal (1994). Similarly, self-employment programmes should be linked with sectoral developmental activities.  The focus would have to be on agriculture and allied activities and on non-farm sectors in rural areas.
 

Apart from the linkages with sectoral programmes, self-help groups like the ‘Self-Employed Women’s Association’ in Gujarat have shown productive employment creation without government funds. Governments have the lead role in providing supplementary employment but it is recognized that they cannot provide for everything and that poverty cannot be solved by government interventions alone. Also, excessive dependence on the State for everything has curtailed people’s initiatives. Governments should engage in strategic planning that includes creating an enabling framework, setting objectives, committing resources, acting as a catalyst (especially for capacity building) and engaging in a process of social mobilization that aims, inter alia, at putting the management of certain activities into the hands of peoples’ organizations and the people themselves. Thus, government strategies should facilitate creation of productive employment instead of generating relief-type employment.

AN OVERVIEW OF THE PROGRAMMES DISCUSSED

Lessons can be learned from successful small-scale projects 
 and incorporated into national policies. SAPAP of UNDP in Andhra Pradesh is one such example. With the help of the WB, the Andhra Pradesh government has started two innovative programmes at the state level using SAPAP as a model. First, District Poverty Alleviation Programmes were introduced in 180 mandals in six poorest districts. The poorest of the poor were to be covered under these programmes. In Phase II, the Andhra Pradesh Rural Poverty Reduction Project (APRPRP) was to be introduced in 500 of the most backward mandals. Phase I and Phase II together cover the entire state of Andhra Pradesh. This is the largest poverty alleviation programme in Asia. 

The APRPRP has the dual objectives of (a) promoting economic mobility and, (b) enhancing social welfare by reducing the vulnerability of the poor. In terms of economic mobility, the focus is on measures to improve rural livelihoods for marginal and small farmers, widen access to non-farm employment opportunities and improve the access of communities to financial resources. Vulnerability will be addressed in two ways; first, by improving poor people’s access to existing anti-poverty programmes and key services such as food security and basic education, health and nutrition and, secondly by the development of new insurance mechanisms and safety nets to protect against downside risks.

The Common Investment Fund, which is absent in SAPAP, was added in the Andhra Pradesh District Poverty Initiatives Project (APDPIP).  The fund facilitates the provision of critical socio-economic infrastructure to strengthen the livelihood dimension of the poor. Its coverage is further widened to include a watershed component for natural resource management in the APRPRP. A risk management component is added very prominently in the APRPRP compared to the APDPIP. The convergence of CBOs with line departments viz. Agriculture, Rural Development and Panchayat Raj Institutions is another component included in the APRPRP, which is an improved version of the APDPIP. Thus, there is not only horizontal (geographical) scaling up but also vertical scaling up. 
THE ANALYSES OF THE INITIATIVES

In addition to the programmes outlined above, national macro-economic and poverty related policies will form the basis of the following discussion. Specific emphasis will be given to poverty related key economic/policy sectors.  

Poverty impact of national policies

Outcomes from the implementation of micro projects depend largely on the policy options of the government and the participation and support from civil society, donors and others. Official poverty ratios showed that poverty declined from 36 per cent in 1993-94 to 26 per cent in 1999-00.  But there were regional disparities. The decline in poverty was slower in poorer states like Bihar, Orissa, etc. The rate of growth in agricultural wages was lower in the 1990s in poor states as compared to richer states. Regional disparities increased in the 1990s, but in terms of literacy and education, regional disparities declined. However, infant mortality declined more slowly in the 1990s than in the 1980s. Micro projects and other poverty alleviation programmes may not be enough to reduce poverty. There is a need to have pro-poor policies. Some pro-poor policies in the Indian context are discussed below.

· The performance of the social sector in India has not been satisfactory. Governments need to increase expenditures on social services and direct poverty alleviation programmes in order to implement redistribution policies. But the experience of the 1990s shows that the levels of social sector expenditure (as a percentage of GDP) did not increased during that decade. These levels are low as compared to other developing countries (and certainly as compared to East Asian countries), as well as in terms of the international standards developed by the UNDP. The performance of the states has been even worse than the performance of the central government, even though the states have the major responsibility. Although per capita real expenditures did increase in the 1990s, these increases were overwhelmingly absorbed by salary increases. This reflected, inter alia, the growing aspirations and demands of the middle classes as well as the need for public sector salaries at the top to keep up with the growth of income-earning opportunities in the liberalized private sector (Dreze and Sen, 2002). As a result, there was often little improvement in the delivery of actual services. 

Two things are needed to improve social sector performance in India. First, there is an urgent need to step up social sector expenditure. At the same time, given the characteristics of the budget preparation process, it is very unlikely that this is going to happen in the near future. A substantial increase in the allocation for the social sector is only likely to occur when something  in this process changes. In that respect, moves towards decentralized planning and increasing public awareness concerning the budget are to be welcomed. These trends can play a very important role in involving a wider group of people in the budget-making process and thereby in changing the policy bias and content of the allocation decisions.

Secondly, there is an obvious need for better utilization of the money allocated. It is well known, even within sections of the government itself, that many of the central and state social sector schemes are not effective. In this context the mid-term appraisal of the Ninth Plan is very critical for the implementation of many schemes. Several people within the Planning Commission seem to think that the quality of governance has deteriorated seriously and that there is no point in hiding it any longer. Of course, this awareness within the corridors of power is very important indeed.  Whether there will be a change for the better, however, will depend mainly on activities and pressures from the grass-roots level, the vigilance of civil society and the ways in which local groups can and will be involved in the policy process.

Since most of India’s poor belong to the class of agricultural and landless labourers, labour intensive growth both for the rural farm and non farm sector should be the centre piece of any poverty alleviation strategy.

· Within the agricultural sector there seems to be some diversification towards non-cereal crops such as fruits and vegetables, fisheries and animal husbandry that is expected to promote employment. For example, in Maharashtra, the person day requirement per hectare per crop season for wheat is 143 while for vegetables it is 200. The corresponding numbers for fruits and grapes are 855 and 2,510, respectively. Thus, fruits in general require nearly six times and grapes in particular over 17 times the person days needed per hectare as compared with wheat. 

However, risk and uncertainty is associated with diversification. Technology, infrastructure and markets have to be improved in order to shift farmers to crops other than staple food.

Dairy and other livestock related activities are considered more pro-poor than the cultivation of crops in the agricultural sector. Basically, landless, marginal and small farmers own livestock so development of this sector will help the poor. Supply side factors like feed and marketing are the major constraints here and the government has to help in removing them in order for the sector to develop. 

Turning to the rural non-farm sector, it is recognized that this sector is important in both generating productive employment and alleviating poverty in rural areas, since agricultural and urban areas cannot absorb the increasing workforce.  There cannot be one policy package for the entire rural non-farm sector.  Sub-sectoral policies in different regions are needed. The new economic policies and emerging challenges call for drastic changes in the policy framework for this sector. Technology, skill development, infrastructure, development of markets and institutions and the availability of credit are needed in order to promote the rural non-farm sector. A two-pronged strategy, one for unskilled and the other for educated unemployed workers, has to be developed in different regions of the country.

· Forestry is the second largest use to which land is put, after agriculture. It is estimated that approximately 275 million of the rural poor in India depend on forestlands to varying degrees. For approximately 100 million people, forest products (fuel wood, non-timber forest items, construction materials, etc.) are the main source of livelihood and cash income. Half of India’s 70 million tribal people, the most disadvantaged members of society, subsist from forests. The direct dependency of a large population on forests, combined with increasing pressures on an already degraded resource base, is the central challenge in the sector. Joint forest management has to be encouraged in a big way to arrest the degradation of natural resources.

Market failure and other constraints prevent active private sector participation in promising subsectors.  This, in turn, has a negative impact on employment. Direct government control of and access to natural resources such as land, water and forests, as well as infrastructure like power and roads, has restricted action by private sector and civil society institutions. Mahajan and Dev (2001) examined market failures that served as constraints for generating employment in Andhra Pradesh. Some examples of these and other constraints are:

· A large amount of seasonal unemployment in the Rayalaseema and Telangana areas of Andhra Pradesh co-exists with a shortage of agricultural labour in the coastal region and manual labour in urban areas. The shortage of labour has led many construction contractors to use mechanical equipment for digging, earthwork, laying roads and so on. This problem is even more severe when one moves slightly up the skill ladder and looks for carpenters, masons, plumbers and electricians. And unemployment for power loom and handloom weavers in Sircilla co-exists with a shortage of garment workers at the new Apparel Park of Gundla Pochampally, just 150 km. away.  Promoters there complain that there are not even enough people available to undertake skill training. 

There is an absence of mechanisms for moving workers out of subsectors where demand for labour is declining, such as in handloom and power loom weaving, and into subsectors where there is increased demand, such as apparel and construction. This failure in labour market rationalization can partly be explained by lack of information, inadequate rural-urban transportation linkages (although considerably eased by the recent introduction and popularity of ‘seven-seaters tempos’) and differences in wage rates, which are not adequate to compensate the risk of migration.

· There is a huge unmet demand for credit. As per the state focus paper of NABARD, the total potential demand for rural credit was Rs11,899 crores in 2001-02 whereas the expected supply was Rs9650 crores, leaving a gap of Rs2248 crores. At the same time, the amount of funds does not pose a constraint, as is obvious from the credit deposit ratio of the state, which was 68% in March 1999.
  There is a solid network of banks, even in rural areas, with 2,322 rural and 467 semi-urban branches and there are even targets and priority sector lending obligations. Yet, the availability of credit, both for fixed asset purchases and for working capital, has been a problem both in terms of access and transaction costs. 

Due to the inadequacy of loan amounts, time delays and the excessive paperwork needed to get a loan from formal institutions, a majority of the producers rely on informal channels, such as traders, for working capital. The CBO movement in the state testifies to the extent to which the poor face credit constraints and to what degree they are willing to invest their time to gain access to flexible and friendly credit sources.  

Apart from credit market failures, upcoming rural economic subsectors fail to attract private investment as the private sector seeks opportunities with an assured return considerably higher than that given by the bank interest rates. If the return is higher but perceived risk is also higher, then the private sector hesitates to invest. Thus an attempt needs to be made to reduce risk perception through information sharing and appropriate regulatory frameworks.  For example, investments in the forestry sector will not be forthcoming until restrictions on felling trees and transporting timber are rationalized.

· Lack of information about new market opportunities has restricted the participation of the private sector or constrained micro-entrepreneurs from continuing to cater to declining market segments.  For example, with regard to groundnuts, while there is a competitive squeeze in the edible oil market due to cheap palm oil imports, the market for whole nuts for confectionery and other purposes is growing.  Yet very few units have responded to this demand while oil mills are closing down.  This is due to lack of information on new market segments.

Generally the role of middlemen in marketing is criticized as they siphon off a major share of the value added. However, the positive role of middlemen needs to be recognized in marketing products that are produced by the unorganized sector. This includes their role in identifying patterns of market demand and transportation, and in taking on the risks of product damage and price changes in transporting products from producer to market. In several cases, members of CBOs find it difficult to market their products. They could actually benefit from dealing with competitive middlemen. Indeed, where possible, many CBOs have themselves become ‘middle women,’ marketing products on behalf of Hindustan Levers and Philips.

· Lack of a reliable electricity supply power in rural areas seems to be an important constraint for agriculture as well as for some rural non-farm subsectors, such as power loom weaving.  Even handloom weavers want power so that they can weave late at night using electric light. In general, power is available for eight to nine hours per day in rural areas. Farmers are willing to pay more provided they get assured supply and voltage. However the supplier, cannot assure this and is unwilling to supply more power to rural areas inasmuch as it loses over Rs.2 for every unit it supplies. The water problem is also acute in some areas and upgrading the road network is important for enhancing the business environment in rural areas. There has been some improvement in rural roads as well as significant progress in telecommunications; although in some areas the network is poor. 

The lack of training and infrastructure was lamented by all concerned. Yet we found that grants of up to 20 per cent of expenditures on infrastructure and 10 per cent on training for borrowers, provided by the SGSY, were not being used. People were not even aware of these provisions. The main reason for this ‘market failure’ is the long chain of decision making from the government to the community, resulting in unrealistic norms and non-implementation.  

The unemployment rates are not high in India, around six to seven per cent. This is because these rates are based on a time criterion. Poor people are too poor to be unemployed for long periods and there is the concept of the ‘working poor.’ In other words, many people are working at low wages under unfavourable conditions in agriculture and the informal sector. Therefore, the challenge is to shift these workers to high productivity sectors and also to create new jobs in the non-agriculture sector. Thus, the real nature of the unemployment problem is not that people are not employed in some activity but that a large number of those classified as employed are engaged in low-quality employment that does not provide adequate income to keep a family above the poverty line.  Besides, the employment opportunities available in the market too often do not meet the expectations of the new and increasingly educated entrants to the labour force.  

· A ’pro-poor-employment strategy is not a strategy that ensures adequate growth in the volume of employment but one that ensures sufficient growth in high quality employment opportunities, specifically targeting sector of the ‘unorganized worker’. 
 There is a need to provide an enabling environment for these workers.  Higher wages, the removal of legal hurdles and quality social security benefits are some of the measures required to help the poor.  In many areas, market wages are lower than minimum wages. The minimum wages fixed in many states, in turn, are lower than the minimum subsistence wage. Although state governments have revised minimum wages, the wages fixed are still very low for the unorganized workers.  In most cases the statutory minimum wages, whether fixed or revised, do not seem to have taken into consideration what is minimally required for a worker’s family to rise above the poverty line.   

· The experience of grass-roots workers show that often certain government policies harm the poor much more than they benefit them through money oriented schemes like the IRDP. Certain anti-poor laws are more applicable to forests and common property resources. In tribal areas where land for agriculture is scarce, some of the well-intended clauses of the Indian Forest Act and the various Forest Conservation Acts might actually be harmful to the ‘tribals’, who need to make a transition to become sylviculturists, if not agriculturalists.  Deregulation has had no impact at the state level. The systems of buying and selling land, getting a ration card or a refund of your security and the rent control act all need thorough revision. Today in India an entrepreneur can set up an industry worth billions of rupees without any license but a farmer can set up neither a brick kiln, nor a rice selling business nor a cold storage facility without bribing officials. In the urban informal sector too, there are many legal hurdles.

Thus, there is a need to liberalize or change the many anti-poor laws and policies that hurt the poor. There is also a need to collect information on these anti-poor policies in the states as a prelude to public action.   

In the case of the unorganized sector, relying solely on conventional social security programmes like old age pensions may not be sufficient. There is a need for both promotional measures (for better employment schemes, health and education) and protective measures (old age pensions, maternity benefits.)  There are schemes to protect the entitlements of those employed in the unorganized sectors of the state. These cover downside risks arising out of (a) famine, floods and other natural calamities (e.g. public works programmes); (b) household factors such as destitution, old age, maternity etc. and, (c) a persistent shortage of income and inadequate nutrition.

In general, social security is available with a degree of certainty to those in government employment and in specific industries and classes in the private sector. Its availability to those in the unorganized sector or to the unskilled unemployed, either for protection against downside risks to existing entitlements or for building up their capabilities so that they can move ahead, is subject to budgetary constraints and far from certain. Therefore, there is a need for some sort of social security for the unorganized workers.

· There are many constraints that impede women from shifting to the high productivity sectors.  Men normally shift to non-farm activities when opportunities arise and women are left behind in less productive agriculture. 

An enabling environment needs to be provided for home-based workers and other self-employed workers in the informal sector.  Of course the medium- to long-term solution is education and training.  
· Public policies for skill development have so far focused mainly on vocational training institutions. While everyone has to take up work at some stage, the mode of acquiring skills is not uniform. A person who is economically active, or seeks to become so, acquires working skills through one or more of the following modes of training: (a) Acquisition of hereditary skills in the family; (b) on-the-job training or informal apprenticeship; (c) education relevant to work; (d) formal vocational training in an institution and,  (f) retraining as the nature of work changes. The first two modes will infrequently lead to jobs of high productivity; the last three are important for acquiring higher skills.  

The challenge for the future is to match the demand for youth employment with the supply of opportunities for education and training.  A major effort to promote literacy and, more importantly, to improve the skill levels of those in the working age group, consistent with their levels of education, should therefore have high priority. One weakness of government supplied and directed education and training has been a disconnect between the supply and the demands of the market for skills.
In summary it can be said that allowing the poor to contribute to and benefit from increased growth rates will pose particular challenges, as employment in India is largely unorganized, rural and non-industrial in nature. It will be necessary to ensure that government policies and programmes recognize the perceptions and priorities of the poor, improve their productivity and create diversified opportunities for them to earn income. This involves addressing policy constraints on raising agricultural production, the growth of small and medium sized businesses, the improved productivity of natural resources and the marketing of rural products.  

SAPAP and its lessons pertaining to the micro-macro environment

The changing role of the state, emphasis on governance and decentralization are currently important components of national policies. Presently the state is giving more emphasis to supporting and enhancing capabilities than to simply meeting needs. Good governance assumes significance in poverty reduction because people become less vulnerable where governance is predictable and robust. The process of delegating implementation and, eventually, the budgeting and planning of line ministries to the regional and local levels allows for much greater awareness of and responsiveness to local conditions, as well as to accountability to local populations. How far these policy components have facilitated the implementation of SAPAP is the issue in question.    

The primary means used for institutional change favouring the alleviation of poverty in all its forms are social mobilization, sensitization, conducting awareness campaigns and securing participation in government programmes and institutions at the village level. The networking of CBOs and the convergence and sensitization of all the line departments at the mandal (meso) level are equally important. Changes effected as the outcome of these processes are worth mentioning.

· Convergence has been established with line departments at the mandal level with regard to education, health, animal husbandry, the Mandal Revenue Office, the Mandal Development Office and the Electricity Department. Members of the Legislative Assembly and the Mandal Parishad President are the peoples’ representatives, to whom representations are made. At the village level, CBOs could monitor the functioning of educational institutes as well as health institutions. They could also work out with Gram Panchayats and the police, means for solving some village problems. 

Functioning of schools is being monitored. This could succeed in making teachers attend to their duties regularly. Appointment of additional school teachers, the upgrading of primary schools, provision of drinking water, creation of a hostel for poor students and ensuring cleanliness in the schools are helping to improve the quality of education and educational infrastructure. CBOs are collaborating with ANMs through their community health activist in immunizing children, identifying eligible couples for sterilization and ensuring that each eligible pregnant woman gets the applicable government honorarium. The ANM is thus encouraged to discharge her duties properly.

CBOs can succeed in pressurizing local Gram Panchayats to obtain infrastructure facilities for villages. Their achievements in getting streetlights fixed, internal roads repaired, the individual latrine scheme sanctioned and drinking water pipelines laid stand as testimony to their effectiveness. CBOs also work with the police to stop the inflow of illicit liquor to village shops.

CBOs represented their problems to the Mandal Development and Revenue offices through MMSs and some of the problems got solved. Some of their members got house sites, houses and individual latrine schemes from the respective authorities. Community infrastructure like side drains and bus shelter, a PDS dealership and stone slabs along the roads have also been acquired for the villages. CBOs could succeed in obtaining many benefits under anti-poverty programmes for their members. 

· Participation of the poor in Panchayat Raj Institutions (PRIs) ensures the democratic functioning of these institutions. This gives the poor a chance to articulate their priorities for their own development as well as for the overall development of society. Ultimately this process results in the inclusion of the poor in the development process of society. The undesirable manifestations of the unequal agrarian structure of rural societies can be arrested to some extent if the poor participate in PRIs. An active civil society is also a necessary condition for the democratic functioning of PRIs, since this can also arrest the undesirable manifestations of an unequal socio-economic society. The 73rd constitutional amendment ensures that seats are reserved for representation by the poor. It also ensures the devolution of financial and functional powers to PRIs for a healthy democracy and the socio-economic development of rural societies. But the devolution of finances and functions are in a nascent stage in Andhra Pradesh. The representation of marginalized groups, including special seats reserved for women was ensured in recent PRIs elections, as per the constitutional mandate, but there is also a lot of effort on the part of the state to activate rural civil society in Andhra Pradesh. The Janmabhomi programme and the committees constituted to execute and monitor different developmental programmes relating to poverty alleviation, social development and natural resource management in the rural societies are initiatives in this direction. However it is argued that all these institutions are promoted at the cost of PRIs. On the other hand, there is also an argument that the Janmabhomi and other institutions help to activate civil society and thereby ensure effective participation of the poor in the Gram Sabhas of Gram Panchayats. This is also treated as an intermediate phase of democratizing the functioning of the PRIs, with which they ultimately have to be integrated. 

The participation of marginalized groups as per the constitutional mandate is in place. The issues in question are whether the poor and the poorest of the poor from among ‘the disadvantaged’ have participated in PRIs and whether the poor from CBOs could participate in PRIs. But the poor from CBOs have made attempts to participate in PRIs. The participation of women increased by 100% among group members.  The groups have motivated members to contest, trained them and provided financial and moral support to their candidates. A majority of elected women in six mandals are from groups (Ranjani et al, 2002.)

The CBOs of SAPAP have not made any dent in the prevailing systems that promote social discrimination, i.e. the caste-based discriminatory institutions (untouchability and the Jogin system) and those that discriminate against women (polygamy and dowry). Widow remarriage is an exception; CBOs have brokered two cases of remarriage. They could also have contributed to the decline in the incidence of child marriages and child labour among the CBO participating households. 

Rural economies with its widespread casual labour system have low economic growth and as such affect the livelihood of the poor negatively, since adequate employment with minimum wages is not available in those economies. The SAPAP project area stands as testimony to these phenomena. 

‘Attached labour’ on the other hand would provide continuous employment, cyclical credit and psychological capital (support by the patron to the labourer.) In this context, the CBOs could play a role in the labour and credit markets. But the CBOs need to occupy a still larger space to nullify the negative effects of casual labour in the economy as it presently stands. The land-lease institutions, which provide access to the land for the poor, cannot ensure income security in the event of natural disaster. Thus, as tenants have no insurance coverage, the livelihoods of the poor are negatively affected. Moreover, the existing commodity markets are not friendly to the poor. CBOs have not had any influence on these institutions. The institutions that perpetuate social and gender discrimination, mentioned above, cannot be wiped out by the CBOs unless the latter forge alliances with the segments of society that are responsible for this perpetuation and state support is provided for the formulation of new laws and the effective implementation of the laws that presently apply. The institutions that are violating children’s rights with regard to child marriages and child labour are handled by the CBOs effectively due to support from the state. These are the institutions, prevalent among the poor, that are members of CBOs.

Economic institutions that disappear with the transformation of rural economies give rise to other institutions. This can have the effect that attached labour is replaced by casual labour. It could also skew the land-lease-market risks in favour of the lessor. New institutions may not perform all the economic functions that were performed by the old institutions and there will thus be a need for institutions to fill the gaps. CBOs are the institutions floated for filling this institutional vacuum, but in reality they are not performing all of the functions required. Support is also required for state institutions, which can re-cast the rules governing an exchange of services between service providers and service purchasers. The familial institutions, which do not provide access to credit, have undergone change due to the government-promoted institution of CBOs. Similarly, patriarchal institutions have been nullified, the space for women in household decision-making has been enlarged and gender discrimination has been reduced due to participation in CBOs. Thus, state-promoted institutions have been modified to improve self-dignity, esteem and the livelihood of women within the family. 

Group participation has brought changes in patterns of decision-making. The dominant role of ‘the male’ has declined and joint decision-making has gained ground with regard to decisions relating to savings. In the cases of health care and the number of children to have, the dominance of men taking decisions alone has shifted slightly to that of women deciding what to do by themselves. The space for joint decision-making has not been enlarged. In fact, the dangerous change is that such space has declined and individual decision-making, either by women alone or men alone, has increased with regard to family planning and the spacing of children. This indicates that group participation is contributing more to individual decision-making than to joint decision-making. This might have strained relationships between wives and husbands on the home front.

Social mobilization has contributed to the establishment of sound institutions. The next priority should be working out ways and means to improve the livelihoods of the poor and removing the negative effects of conditioning factors. Institutions become irrelevant and unsustainable if they do not tune themselves to the demands of groups. Thus, institutions can become unsustainable unless adequate attention is focused on related livelihood issues. The solution lies not only in forging alliances with the state to tackle the conditioning variables, but also with corporate, NGO and non-poor organizations. In consideration of this, there is a need to promote bridging social capital to improve the livelihoods of the poor by relaxing the conditioning factors.

In summary it can be said that effective micro-macro linkages are essential for poverty reduction. The missing links in micro-macro connections become more conspicuous in the implementation of pilot poverty reduction projects (for all forms of poverty) such as the UNDP-assisted SAPAP. The Sustainable Livelihoods Framework provides a sound basis for assessing macro-micro linkages. Support to policy and institutions development, one of the components of the programme, makes it possible to examine these linkages. 

3.3:


THE WAY FORWARD FOR UNDP AND PARTNERS

Changes in India’s approaches to targeted poverty alleviation have been evident from ground- level experience, micro studies and NGOs. The following lessons have been learned based on micro experiences: (a) Macro-level changes in the programmes were made based on micro-level experiences and, (b) official evaluations generally give a rosy picture about the impact of anti-poverty programmes on the poor but there is a need for independent evaluations. 

A detailed evaluation of anti-poverty programmes, based on existing evidence, was attempted by Srivastava (1997). The main conclusions of the study were (a) inclusion errors (covering the non-poor) tend to be quite sizeable; (b) while the programme impacts are generally positive, their effectiveness is quite low and considerably below official estimates and, (c) there are significant variations across regions.

Generally, experience in India has shown that scaling-up micro projects to the entire state or nation has two problems. One is that it leads to political interference and corruption due to the involvement of large funds and powers. The other is that it may lead to the dilution of project objectives and implementation. Programme success depends on the degree of participation by the local population and the stakeholders. A top-down approach may be useful to scale up successful programmes. One can take the example of Andhra Pradesh with regard to institutional reforms. Water user associations, watershed programmes, self-help groups and innovative education programmes have been scaled up and the state started implementing these programmes. However, scaling up programmes may also result in a concentration on the fulfilment of physical targets with the danger that social mobilization and peoples’ participation will be ignored. There are a few specific lessons from SAPAP experience that can be fed into national polices. They are as follows:

· A federation of local level CBOs does increase the bargaining capacity of the poor. This enables them to transform the formal institutions, which connect the state and the poor and, helps these institutions to become poor-sensitive. Convergence should be established between CBOs and PRIs. This enables the poor to recast the local development agenda so that it becomes pro-poor.

· Since poverty reduction projects are intended to focus on the livelihood strategies of the poorest of the poor, market inter-mediation should initially be undertaken by federations of CBOs, since the poorest of the poor do not have marketing abilities. 

· The eradication of social institutions, viz. those that discriminate on the basis of caste and gender, should not be the goal of time-bound, target-oriented poverty reduction projects. Male CBOs must be encouraged to tackle issues related to gender, since these issues cannot be handled by sensitizing women only.  To do otherwise could put the institution of the family at risk.

· Concerns for livelihoods should not be dominated by efforts towards social mobilization in time-bound poverty reduction projects, although the latter must receive adequate attention.  

· Risk management should be a component of poverty reduction projects to limit leakages in the income of the poor. Tenants, most of whom are poor in the SAPAP project area, should be covered under crop insurance to provide a safety net during times of natural disaster. This calls for tenancy reforms.

CHAPTER 4:
ASSESSMENT OF THE SITUATION IN PAKISTAN

4.1:


THE DEVELOPMENT CONTEXT 

Alleviation of poverty depends upon economic policies measured in terms of growth, social policy measured in terms of formal transfers through social safety nets and, informal transfers under religious and social obligations. If economic growth is not accompanied by better income distribution, there will be an increasing demand for introduction of social safety nets, but under such conditions these are more likely to be ineffective. Macroeconomic developments have to be analyzed not only in terms of economic growth, but also in term its trickle-down effect. If economic growth is not accompanied by better income distribution, there will be an increasing demand for the introduction of social safety nets, but under such conditions these are more likely to be ineffective. Macroeconomic developments have to be analyzed not only in terms of economic growth, but also in term their trickle-down effect.

In Pakistan, poverty has increased more than 100 percent during the last fifteen years from 17.3 to 37.3 percent. This is a period of structural reforms. The reform package had its benefits and its costs: the costs could, perhaps, have been minimized had an appropriate pro-poor policy package been designed. Unfortunately, however, this was not the case. Consequently, the poor have borne not only the major brunt of the adjustment but also of the policy responses. The impact has been twofold: first, the deprivation level of the already poor has deepened and second, millions more have been pushed below the poverty line. This has added to burgeoning army of the poor. 

THE POLITICAL AND ECONOMIC SITUATION

The most significant aspect of the economic policies pursued under various governments and administrations since 1988 are their continuity in pursuing stabilization policies. An examination of key indicators in terms of annual averages over three periods - 1978-88, 1989-99 and 1999-2002 - shows that over the decade of 1989-99 growth objectives were sacrificed without achieving stabilization objectives. Over 1999-2002, however, stabilization objectives were achieved, but at the cost of suppressing growth even further.

Considering the performance of stabilization indicators table C.11 (Annex C) refers, it can be noted that stabilization variables changed only slightly - improved or actually worsened. A comparison of various stabilization and growth variables over 1987-88 and 1998-99 shows that the budget deficit to GDP ratio declined marginally from 6.9 per cent to 6.1 per cent. Current account gap to GDP ratio actually increased from 4.1 per cent to 4.8 per cent per annum. Money supply growth declined by one percentage point, but inflation rate increased by about 2.5 percentage point. From 1999 onwards, the stabilization policy was pursued with renewed commitment and measurable success. By 2001-02, all stabilization targets appeared to have been met, specifically current account deficit was converted into surplus equivalent to 1.5 per cent of GDP and rate of inflation was reduced to 4.3 per cent.

However, despite significant improvement in domestic savings to GDP ratio, which rose from 9.2 per cent to 15.7 per cent, fixed public investment to GDP ratio fell from 18.3 per cent to 13.5 per cent over the two decades. Consequently the GDP growth declined from 6.7 per cent to 4.1 per cent, with manufacturing growth decelerating from 9.2 per cent to 4.7 per cent. Growth in tertiary sectors declined from 7.3 per cent to 3.5 per cent (see table C12).

The policy of pursuing stabilization at the cost of growth has been socially damaging. Unemployment rate, which increased from an average of 3.5 per cent during 1981-1990 to 5.7 per cent during 1991-2000, went up 7.4 per cent in 2001-02. Consequently, the percentage of the population below the poverty line, which had fallen from 31 per cent in 1979 to 17 percent in 1988, rose again to 33 per cent in 1999. It has further increased to 38 per cent in 2001. It appears that during the two years since 1999, about 350,000 people have been rendered unemployed and about 7 million people have fallen below the poverty line. The very recent ADB report also indicates that the poverty in Pakistan has increased to 37 per cent.

The aggregate analysis may not reflect true picture of unemployment as unemployment among new entrants in labour force is at least 600 per cent higher than the overall unemployment rate. The length of job searches is increasing, with over 42 per cent of unemployed workers not finding a job within one year. Underemployment is also a serious problem, indicated by the fact that almost 43 per cent of employed new entrants only have casual jobs. Only 3 per cent of new entrants who are employed have jobs in the public sector, compared to 13 per cent for the labour force as a whole. The government is clearly not creating many jobs, thereby adversely affecting the prospects, in particular, of educated new entrants.

An important aspect of continuity is the persistence of a contractionary fiscal policy, which implies the lowering of the fiscal deficit through additional revenue mobilization and cuts in development expenditure.  Pursuing such contractionary fiscal policy when the economy falls into a recession is not advisable. Table C.15, shows the trends in fiscal policy since 1987-88 carried up to 2001-02 . The growth rate of GDP has, on the one hand, declined from 6.4 per cent in 1988 to 2.6 percent in 2000-01; the average growth over the entire 1988-2001 period was 4.5 per cent. On the other hand, total tax revenue has grown at an average of 13.6 per cent per annum. Direct taxes have grown at 20.4 per cent and indirect taxes at 11.9 per cent. Currently, 67 per cent of direct taxes are collected in the form of withholding taxes and 54 per cent of withholding taxes are essentially indirect in nature, i.e., they can be passed on to the consumer. Nevertheless, such a high growth rate of taxes relative to GDP growth is inadvisable in a recessionary period.

With regard to indirect taxes, while sales taxes have increased at an average of 28.4 per cent, import duties have increased by only 6 per cent. The growing importance of sales taxes can be discerned from the fact that the contribution of sales taxes to total taxes has increased from 10.8 per cent in 1987-88 to 38.3 percent in 2000-01. Correspondingly, a relatively low importance given to import duties as a revenue source can be seen from the fact that their contribution to total taxes has fallen from 50.4 per cent in 1987-88 to 15.9 per cent in 2000-01.

The maximum tariff rate declined from 150 per cent in 1988 to 25 per cent by 2002 and the effective duty rate to 13 per cent - about one third of the 1988 level. Correspondingly, the sales tax net on domestic manufacturers expanded nearly four-fold from 197 items in 1987-88 to 747 items in 1997-98 and further to 847 items by 2002. 

In addition to the costs imposed by the tax regime, direct manufacturing costs have also continued to move upwards. Gas prices for industry have more than tripled. Average price of high speed diesel increased 4-fold. In addition, average electricity rate for industrial consumers increased 6-fold. 

Fuel and gas prices in the first half of 90s moved slowly compared to the general inflation rate. Prices of fuel and lighting, in general, increased by 42.3 per cent up to 1994-95 but the relative prices had declined by 6.9 per cent. However, since then the CPI for fuel and lighting has increased sharply, the index increased by 79.6 per cent and relative to CPI by 17.7 per cent. Over the 90s, fuel and electricity prices have increased by 255.6 per cent and 9.6 per cent relative to general CPI.

Public Sector Development Expenditure plays an important role in the provision of physical and social infrastructure. The share of development expenditure in GDP over the period 1988-2001 has declined dramatically. The ratio of development expenditure to GDP was as high as 10.2 per cent in 1970s and more than 8 per cent in 1980s but declined to 2.8 per cent in 2001. Given the direct relationship between development expenditure and investment, the contraction of development expenditure has contributed to a decline in fixed investment to GDP ratio and to weakening of domestic aggregate demand. Whereas over 1988/93 the decline was relatively small from 6.9 per cent to 6.4 per cent of GDP, in subsequent years it fell sharply to only 2.8 per cent in 2000-01. Such a steep fall in the development expenditure had serious repercussions for growth of GDP, employment and poverty levels.

Beside the reduction in development expenditure, the elimination of both the development and the current subsidies has also had severe adverse consequences on poverty. Elimination of development subsidies resulted in an increase in the price of fertilizer, tube wells, pesticides etc. but the farmers were compensated through an increase in the prices of agricultural products. The subsidies kept down the prices of wheat, vegetable ghee, etc, and their withdrawal has led to higher prices of these commodities for the consumers. 
 Though total subsidies have increased, decline in the consumer subsidies have been more than compensated by the rise in subsidies provided to loss making public enterprises. Total subsidies at constant prices grew from Rs.8,151 million in 1990-91 to Rs.20794 million in 2000-01 at constant prices of 1990-91. The poverty related subsidies declined from Rs.5,257 in 1990-91 million to just Rs.671 million by 2000-01, i.e., from 0.52 to 0.01 per cent of GDP. Since increasingly the subsidies provided are not for the consumption of the poor, decline in subsidies and their impact on the poor is even more severe.

During the first four decades, the manufacturing sector enjoyed a substantial effective protection through high import duties and low domestic taxes. Not unexpectedly, manufacturing growth was rapid but cost-inefficient and, as a result, was uncompetitive internationally. During the SAP 
 between 1988-2001 the manufacturing sector faced (a) an enhancement of production costs through increases in utility and gasoline prices and of transaction costs of the sales tax regime; (b) unprecedented competition through substantial reduction of import tariffs and, (c) dampened purchasing power through harsh stabilization policies. It appears that the Programme, while designed to improve the competitiveness of the manufacturing sector, has perhaps tended to drive it back to the realm of uncompetitiveness. The impact on unemployment and poverty is an obvious consequence.

Impact of Fiscal policy on Individuals: Not only the taxation system has damaged the growth spirit in the economy but also contributed to increased inequality in society. Over 1988-93 period, the tax burden on the poorest income group increased by 13.0 per cent but since then it has declined (see table C.18). Over 1988/98 period tax burden rose by 7.4 per cent and over 1988/2000 by 3.8 per cent. On the other hand, tax burden on the richest section in 1992-93 was no different than in 1987-88 but in 1998-98 and 1999- 2000 the incidence was 15.9 and 20.0 per cent less than that was in 1987-88. This indicates quite clearly that the incidence of changes in the tax structure has been quite adverse on the poor while the richer sections of the society have gained.

Reductions in the budget deficit, current account deficit, savings deficit, or in the rate of inflation are macroeconomic stabilization objectives. However, the way in which these targets are achieved has different distributional implications. There exists a range of policy options to achieve given ends, some of which are pro-poor and others are not. Among the stabilization targets the budget deficit and inflation has serious implication for poverty and inequality. Budget deficit can be reduced by reducing development and non-development expenditures or by increasing direct and indirect taxes. In the last decade, most of the time when budget deficit was reduced, was by cutting development expenditures. Therefore it had very serious implication on growth and inequality.

Generally, a lower rate of price increases should be beneficial for the poor, as it protects their real incomes. Prices are determined by the combination of supply and demand factors. On the supply side, an escalation of production costs is likely to lower output laid and exert an upward pressure on prices. On the demand side, a contractionary monetary and fiscal policy is likely to curtail purchasing power, weaken market demand and exert a downward pressure on prices.

The situation in Pakistan during the last few years has been as follows: Enhancements in domestic taxes and utility and gasoline prices as well as accelerated depreciation of the rupee up to 2001, have raised production costs. These cost-push factors have tended to impact the commodity producing sectors in general and the manufacturing sector in particular, rather adversely. This fall has exerted an upward pressure on prices. At the same time, the contractionary monetary and fiscal policies, represented by sharply lower growth in money supply and sharp cuts in public investment, have tended to impact purchasing power negatively. The fall in purchasing power has reduced the 'demand-pull' element in inflation to zero, leading to lower price increases. In fact, growth in prices is entirely on account of cost-push factors. Ironically, far from low inflation benefiting the poor, it is growth in poverty itself that is responsible for low inflation.

THE POVERTY SITUATION

Table C.10 (Annex C) shows that the number of poor as a percentage of population continued to decline from 40.2 per cent in 1963-64 to 17.3 per cent in 1987-88. It then increased to 22.1 per cent in 1990-91 and continued to rise to 38 per cent in 2000-01. Similarly, the share of the lowest 20 per cent of the population rose from about 6 per cent in 1963-64 to about 7-8 per cent between 1966-67 and 1987-88 and then settled back to about 6 per cent thereafter. The Gini coefficient, too, declined from 0.386 in 1963-64 to 0.348 in 1987-88 and then rose again to 0.4 in 1998-99.

The Government of Pakistan has prepared first comprehensive strategy for poverty reduction. The success of this poverty reduction strategy will depend on macro economic reforms and micro policy reforms undertaken by the government of Pakistan and links between them. The salient features are as follows:

The Government should press forward with its economic reform programme, in recognition that its speedy and effective implementation is a sine qua non for the achievement of the high rate of growth and employment creation, which are both essential for sustained poverty reduction. It should also be understood that elements of the programme represent indispensable measures to recover public resources from the relatively rich, so as to enable them to be directed towards real poverty reduction. In pressing forward on these reforms, however, the Government should re-examine individual elements so as to insulate the poor from its most severe effects.

The Social Action Programme (SaP) should be recognized as an indispensable component of the national poverty strategy, as well a means of addressing the fundamental rights of all Pakistani citizens to basic education and health services. As such, it should continue to be protected in terms of its resources, which should sustain the steady increase in overall level initiated in the early 1990s. within the SaP, greater attention should be paid to measuring outcomes and allocating resources accordingly.

The Government should address the implications for the poor in Pakistan of global trade and other international agreements entered into by Pakistan. It should also explore possible debt swap arrangements.

The national and provincial poverty strategies should include explicit programmes to address priority issues of human rights, as direct manifestations of poverty and social exclusion. Affirmative action programmes should be undertaken to redress the disadvantaged position of particular groups, such as women and minorities.

A major study of the effectiveness of existing cash transfer and social safety net schemes should be prepared in order to reduce leakage and improve targeting.

Recognizing that agriculture is the basic source of livelihood for many poor people, the Government should wherever possible avoid taxing agricultural inputs, by shifting the burden to taxation of assets and/or income from agriculture.

Nutrition is a significant indicator of poverty, most especially among women and children. The Government should therefore continue to monitor the price of basic foodstuffs of importance to the poorest and defer removing the subsidy on wheat.

The National and Provincial poverty reduction strategies should all be subject to gender analyses. The gender dimension should be taken into account in the development and implementation of all policies and programmes, recognizing in particular that poverty affects women in a different way and more severely than men and, that affirmative action is required in many spheres of public policy. Reserved seats for women should be introduced to ensure their political participation.

Recognizing that inequalities in access to power, resources and income underline the incidence of poverty, the government should taken steps to redistribute wealth and assets. In particular, the government should undertake a comprehensive programme of land reform in order to more equitably distribute land in Pakistan and benefit the poorest. Land titles under the scheme should be given primarily to women.

Recognizing that CBOs will play an indispensable role in implementing the strategy and in reducing poverty, the government should reaffirm its commitment to advance and support the expansion of community empowerment, through programmes such as the rural support programmes. A Rural Support Programme (RSP) should be established as a matter of priority in Sindh.

Recognizing that NGOs will also play an indispensable role in implementing the strategy, as well as in monitoring its effectiveness, the government should reaffirm its commitment to the creation of a supportive and enabling environment for these expressions of civil society. In return, the NGOs should commit themselves to transparency and accountability in all their operations and should furthermore develop a voluntary code of conduct on this score.

Microcredit is and will continue to be of vital importance to the poor. The government should therefore ensure that microcredit is available through banks and NGO programmes throughout the country and that all such programmes are closely monitored on the access they give to the poorest and to women.

There should be a renewed commitment to implement the existing national and provincial conservation strategies. Social and environmental impact assessments should be carried out as part of the design process for major infrastructure projects.

An integral part of Pakistan’s poverty strategy, indeed of its entire development strategy, should be to decentralize political and financial authority to the district level and below, to the maximum extent possible. And this should be accompanied by a nationwide effort to build capacity at this level.

A continuing process of assessment and analysis on the causes and incidence of poverty should be instituted and sustained. Academic and operational research should be encouraged as an integral part of the national and provincial strategies. In particular, further research into urban poverty / mega cities should be undertaken since this is an increasingly important dimension.

The Government and NGOs should reduce the cost of community based poverty alleviation programmes by empowering community members though social and political mobilisation and training to manage their own programmes. By reducing costs it will be possible to increase coverage.

Looking at the past track record, social development in Pakistan has lagged behind the economic development and the macroeconomic policies have not only contributed to growth in poverty but  to inequality as well. Social development has always been an explicit policy objective of all governments and administrations. The history of social development in the country is beset with policies, plans, programmes, projects and schemes.

In the last 50 years, the Government initiated the following programmes with the aim to alleviate poverty: The Rural development programme, Village-Aid Programme (1952-61), Basic Democracies (1959-70), Rural Works Programme (1963-72), People’s Work Programme (1972-82), Five Point Programme (1985-88), People’s Programme (1989-90), Tameer-e-Waten Programme (1991-93) and Social Action Plan (1993-1998, 1998-2002). Many studies analysed these programmes and concluded that the past development efforts have not succeeded in vast improvement in the living conditions of rural poor. These policies have had positive impact on raising the production in rural sectors but this has not brought about a real qualitative change in the rural life. Over-centralization has adversely affected these policies. Improvement in education, health, nutrition, housing population planning not only increase human capital but also makes their share in national income larger and helps in better distribution of income and reduction in poverty. Other than these special programmes, there have been eight Five Year Plans, except the second all were failure in achieving specified targets.

The Five Year plans and programmes were failed because of limited financial resources and lack of expenditures on human capital. Despite of different assertions the negligence of public services for the poor are evident from table C.19, which shows  that  the real growth in total development and recurring expenditure on education, health care and public health decreased over time.  From 1999 to 2001, expenditures on these heads actually fell, which shows lack of commitment to the most important objective- reduction in poverty. 

To redress the problem of lack of growth in human capital government initiated Social Action Plan (SaP). The Social Action Programme (SaP) was launched in 1992-93 and presently stands disbanded. SAP was designed to address the country's relative weakness in basic social services, which was considered a major constraint on economic growth and development. It aimed at reversing the country's historic under-investment in social development. Further, it envisaged expanding and improving the coverage, quality and effectiveness of the delivery of basic services to the people, especially women and girls. SaP was viewed as an integral part of the overall development planning process, targeted rural areas and covered the services of primary education, basic health and population welfare and water supply and sanitation.

Evaluations of SaP in terms of operational efficiency, cost effectiveness, financial sustainability, etc., have been mixed. Most government evaluations have been unreservedly positive and claim that between 1992-93 and 1995-96, the primary school participation rate increased from 85 to 89 per cent for boys and from 54 to 57 per cent for girls; the infant mortality rate per 1000 live births declined from 101 to 86; female life expectancy increased from 61 to 63 years; the contraceptive prevalence rate improved from 14 to 22 per cent; the percentage of population covered for rural water supply increased from 47 to 55 per cent; and sanitation coverage increased from 13 to 23 per cent. Multi-donor Support Unit reports were also positive and said that the government committed, for the first time in history, to increase and sustain levels of total expenditure in the SAP sector from 1.8 to 2.1 per cent of the GDP. 

The failure story also came from an official source. The Federal Bureau of Statistics’ report based on household survey data shows conclusively that, over the pre-and-post SaP period (1991-97), social statistics not only failed to improve, but also actually regressed in most respects (primary education as well as in primary health). While there was some improvement in female education, the overall enrolment and dropout rates remained more or less constant, the male enrolment rate declined and the literacy rate failed to reach its target.  

Independent evaluations also show SaP’s failure almost on all fronts. Based on a field survey of SaP sectors in 244 rural communities across Pakistan, it shows that while some advances have been made, they are in no way commensurate with the huge expenditures incurred and did not result in major improvements in the quality of service provision. The absence of significant progress is particularly evident in primary education, despite the fact that nearly two-thirds of SaP expenditures had been devoted to it. The report states that growth in real expenditures was not matched by corresponding growth in enrolment rates and in the output from the system. Even physical facilities did not show any appreciable improvement. The one area where positive results were discernible, although marginally, was girls’ education. On the whole, the report indicates the cost ineffectiveness of investments and the wastage of resources.

Social safety nets are necessary components of efforts to alleviate poverty because ‘trickle-down’ effects of most of the macroeconomic policies are unlikely to be effective because of the difficulty in micro targeting and reaching poor and disadvantaged people. Direct approaches through special programmes for poverty alleviation become even more important when a country like Pakistan has recently been through an economic crisis and real incomes have stagnated and the on-going extended structural adjustment program with the International Monetary Fund is probably hurting households, especially those at the bottom of the economic ladder.

In Pakistan these social safety nets target at three levels: first, to those who are unable to work, more or less, permanently; second to those who are able to work but whose incomes are low and irregular; and third, to those people normally capable of earning adequate incomes but who are temporarily unable to earn a living because of shocks or downturns in the economy.  Recent estimates are that almost 43 per cent of new  entrants to the labour force, including those with relatively high levels of education, are unemployed even after almost a year of job search.

In Pakistan, the principal form of cash transfers to the poor is through the publicly administered Zakat and Ushr system. Cash transfers have acquired importance more recently by the launching of the cash Atta (Wheat flour) Subsidy Scheme through the Bait-ul-Maal.  A traditional social safety net has been generalized wheat subsidy, a primary source of expenditure by both federal and provincial governments.  However, it has been criticized for problems of targeting and leakages, and is phased out under the IMF program.

In the area of social security, the federal government operates an employees’ old age benefits insurance scheme through a semi-autonomous institution, the Employees’ Old Age Benefits Institution.  The coverage of workers under this scheme remains limited. The House Building Finance Corporation continues to operate a subsidized housing finance scheme but it has problems too.  It has been accused of having an urban and middle class bias, loans are not being paid back and, in recent years, access to funding has become a serious problem.

Partnership of National Rural Support Programme’s with Habib Bank is a breakthrough in the rural micro-credit financing history of Pakistan. Between 1997 and 2000, credit disbursement has increased from Rs 0.1 billion to almost Rs 1 billion and the number of borrowers has gone up from 23,000 to 52,000 in almost 4,000 community organizations. Peer pressure and social reputation of the individual and the community organization are effectively used as a collateral tool.  Even though annual rate of interest is 18 to 20 per cent, recovery rate is high. This is a successful scheme and, with the passage of time is becoming more and more effective.

The overall performance of social safety nets is not very satisfactory as cash transfer schemes in aggregate reach less than 2 million persons. Not all are poor, given a degree of mis-targeting.  Therefore, bulk of the poor (estimated at more than 50 million in 2001) remain uncovered and outside the reach of social safety nets. The inadequacy of program coverage is also indicated by low combined value (in income equivalent terms) of all transfers.  As shown in table C.21, Annex C, the total value in 1997-98 was less than Rs 12 billion, equivalent to only 0.4 per cent of the GDP and this increases to 19.7 billion 0.6% of GDP in 2000-01. 

Several reports have examined the success of these safety nets with the help of number of criteria which include the (a) targeting efficiency; (b) extent of program coverage; (c) degree of ease of access; (d) percentage of program expenditure dedicated to benefits; (e) adequacy of support; (f) income equivalence of transfer g) absence of negative incentive effects; (h) extent of self financing; (i) degree of independence from private transfers and, (j) degree of impact on development programs.

An appraisal of social safety nets in Pakistan demonstrates a relatively low priority which government has traditionally accorded to direct interventions for poverty alleviation.  With ten criteria and seven schemes, there are 70 possible rankings.  As shown in table C.22, only 18 of the rankings obtained are ‘high’. It appears that most of the schemes have weak institutional structures, their funding is limited and uncertain, their targeting is inefficient and their coverage is very small.  This at least partly explains the growing incidence of poverty in the country.

Perhaps the greatest support to the poverty stricken people comes from the informal channel, which in 1996-97 was equal to 71.1 billion. This equals, almost 3 per cent of GDP and is three times more than the public transfer. Transfer per household per month is Rs.380, which constitute 7 per cent of household income. Almost 2.7 million households, 17 per cent of total, received in one form or another during the year. Rural areas receive almost two thirds of the informal transfers, which is 7 per cent of household income. Whereas urban areas receive one thirds of the income, which is 6 per cent of their household income. Many people and government officials believe that the informal transfers are more than these estimates and that is why a very high incidence of poverty has not resulted in social breakdown.

4.2:
THE CONTRIBUTIONS OF UNDP & PARTNER SUPPORTED INITIATIVES TO POVERTY ALLEVIATION IN THE CONTEXT OF LINKING MICRO-MESO-MACRO LEVEL ACTIVITIES

THE MACRO-MICRO SCENARIO

Alleviation of poverty depends upon macro policies s.a. economic interventions measured in terms of growth and social policy measured in terms of formal transfers through social safety nets as well as  informal transfers under religious and social obligations. In Pakistan's case poverty has increased primarily because of fall in economic growth, high degree of inequality in the distribution of income, and the failure of social policy, particularly in the provision of housing, education, public health care, and limited and mistargeted social safety nets.  The stabilization policy at the cost of growth through contractionary fiscal policy (reduction in development expenditure), contractionary monetary policy (curtailing credit expansion), has been proven to be counter-productive, dampening investment, curtailing purchasing power and leading to a recessionary situation.

As outlined above, increase in poverty may be attributed to contractionary fiscal and monetary policies i.e. decline in subsidies, increase in tax rates, reduction in development expenditure and contraction in credit allocation. Such macro decisions have impacted on sectoral policies i.e. reduction in education expenditures, reduction in health expenditures, reduction in community development expenditure. Such reduction in sectoral expenditures resulted in lower productivity of labour and capital which, as theory suggests, decreases growth. This creates unemployment and underemployment in all sectors and increases poverty. Reduction in allocation of credit, which was the result of contractionary monetary policy, has resulted in lower credit available for social safety nets. The stagnancy or fall in expenditure on social nets in 1990s has aggravated the unemployment and poverty in Pakistan. 

The burden of economic adjustments has fallen largely on the poor and has contributed directly to the increase in unemployment and poverty. Today, 42% of the labour force is un/under-employed and 38 per cent of the population subsists below the poverty line. Over the last three years alone, 350,000 people have been rendered unemployed and 7 million have been pushed below the poverty line. It is shown that while the income share of the top 20 per cent of households grew from 44 per cent in 1988 to 50 per cent in 1998, the share of the lowest 20 per cent of households declined from 9 per cent to 7 per cent over the same period.

AN OVERVIEW OF THE PROGRAMMES DISCUSSED

The following is a general overview of UNDP’s initiatives over time and an overall outline of the programmes’ effectiveness and impact made. A brief description of programmes’ main objectives, limited to the ones which lend themselves to an analysis of their impact on the micro-meso-macro continuum and their resulting lessons follows in the section below.

Unlike most of the other international lending institutions, UNDP is in better position whereby, on one hand it can play a direct role in poverty reduction and on the other hand, it can influence government’s macro and micro policies, which affects the poverty level. In accordance with the Dhaka Declaration the UNDP re-orientated their programme to focus on social mobilization and to influence national policies, including poverty monitoring. 
  Social mobilization implies interaction between social mobilizers and villagers, who are motivated to form groups and work together to alleviate poverty. The policy component focuses on giving voice to people’s aspiration to get the development agenda implemented at local level. The poverty monitoring component aims to strengthen participatory mechanism for assessing the impact of various policies on poverty. It aims to enhance national capacities at each level.

It is important to note that the objectives/strategy of all on-going projects, most of them started after 1997 are consistent with the overall strategy of UNDP. All current projects of UNDP in Pakistan are trying to increase social mobilization in the society. The projects like the Northern Areas Development Programme (NADP), the Lachi Poverty Reduction Project and the Programme for the Improvement of Livelihoods in Urban Areas (PLUS) are successful projects in the regard, where people’s participation can easily be seen. In Lachi’s project area election activities were at their peak during the recent local bodies’ election. Through out the country most of the special seats for women are filled unopposed. However, in Lachi area situation was different and more than one woman contested on each of such seats and turn out of female voters was also high. The NADP which covers one of the most remote areas of Pakistan also started making difference. Community organizations and women development groups are formed in reasonably high number and are functional. In NADP 300 community organizations and in Lachi more than 600 organizations are formed. In PLUS, almost 10,000 people are organized in 136 lane organizations which are slowly but effectively increasing social mobilization in their respective areas. Two other projects, the Area Development Project Baluchistan and the Project for Rehabilitation of Waterlogged and Saline Land, are technical project in which the technical assistance is to be provided to farmers to increase their soil productivity. In both projects, social mobilization efforts, which were secondary in nature, were more successful than the main aspect.

The other major objective of the UNDP projects is to influence government policies both at national and local levels. In this regard, the role of UNDP during the preparation of interim poverty reduction strategy was highly appreciated in government circles. Financial and intellectual support of UNDP in setting up the Centre for Research on Poverty Reduction and Income Distribution (CRPRID) is another important contribution. Another important contribution of UNDP to influence the policies was holding series of seminars, workshops and meetings of Local Dialogue Groups. These seminars, workshops and local dialogue group meetings produced a series of recommendations which helped and are helping the government of Pakistan in formulating effective Poverty Reduction Strategy. So far the results are not very encouraging but there is a good reason to believe that the formation of CRPRID, local dialogue groups and social mobilization through different projects will be very effective steps in influencing and assisting the government in policy formulation regarding the poverty alleviation.

The UNDP South Asia Poverty Alleviation Programme believes that the only way to arrive at policy recommendation that will be translated into action is to base the work on ground realities. The way UNDP has recently started work in Pakistan is a good reflection of this belief.  Lachi, PLUS and NADP are good examples of such rules. In NADP project, it is implemented in a remote area where due to cultural and social pressure and clan elite attitude, women are not allowed to interact with outsider women. To tackle such situation they introduce women development groups through Mehrum (male counterpart), which shows positive results in terms of acceptance of women’s programme in a very harsh and rigid culture.

Poverty monitoring is another important component of poverty reduction strategy strongly advocated by UNDP. The monitoring system should serve as an analytical tool to analyse the dynamics of poverty. The poverty monitoring should also help the policy makers to understand the impact of their policies on the level of poverty. Two projects Policy Actions and the National Human Development Report sponsored by the UNDP Pakistan exclusively cater for this objective. The idea of National Human Development Report by UNDP Pakistan is a useful one, in which the UNDP Pakistan will try to highlight the relationship among the different policy variables and poverty reduction or reproduction. UNDP Pakistan may consider building a network of experts to sustain quality research on areas pertaining to poverty reduction and sustain the production of NHDRs on regular basis. Leading research institutions such as CRPRID can network to strengthen the research efforts on poverty reduction in the country.

An overview of UNDP sponsored studies shows another important element of change in UNDP policy. This change has occurred in the execution mechanism of project by UNDP- from direct execution to the execution through any governmental agency. In direct execution the UNDP Pakistan was responsible both for the selection and execution of the projects. In other option, execution through governmental agency / line department the UNDP heavily depends upon the executing agency. Once the project starts, the UNDP staff has to rely heavily on the executing agency for the progress of the project. There were instances where incompetence of national counterpart agencies was attributed to UNDP. On the other hand UNDP continuously makes efforts to build capacities of national counterparts both in terms of substantive programme management and financial/administrative competence.

Effectiveness and the sustainability of the overall system require the increase in technical expertise in the country and use of technical skills residing abroad. A project, partially funded by UNDP ‘Transfer of Knowledge through Expatriate National in Pakistan’ was a useful programme It dealt mainly with natural science subjects). However, the process of brain drain during 1990s did not allow the impact of this programme to come out clearly. In principle, however, the programme has strong rationale. The recently set up Centre for Research in Poverty Reduction and Income Distribution can play an important role by developing indigenous skills in social sciences area. This institution can also hire the services of Pakistanis residing abroad and foreign expert as well, which will increase the overall sustainability of the projects in future. In hiring experts from outside the ‘cost’ should be considered as an important aspect - the cost of foreign consultants needs to be weighed against their outputs and how effectively it compares with those of national consultants and their outputs. In the project ‘Rehabilitation of Water Logged and Saline Land’ funded jointly by UNDP and Aus-Aid, a significant portion of the cost of project was given to Australian experts of agriculture. 

So far the economic viability and efficacy of on-going UNDP projects were briefly discussed in terms of social mobilization, impact on policy, monitoring of poverty and sustainability. The on-going projects, which are relatively better, point in the direction of the new corporate priorities of UNDP. Projects initiated and completed before 1996 were mostly, very specific, limited in coverage, limited in community participation and financially unsustainable. 
 

THE ANALYSES OF THE INITIATIVES

The following analyses of programme impact wraps around key variables of sustainability, contribution to poverty alleviation, UNDP’s partnership with government, civil society & private sector, donor coordination and the organization’s comparative advantage.

The programmes under discussion have the following main objectives: 
 

National Human Development Report - its theme for 2001 ‘Implementing the Strategy for Economic Growth and Human Development’ determines the nature and extent of poverty in Pakistan and reviews the policies with an aim to develop a strategy for economic growth and human development.

The overall objective of the Area Development Programme AJK is to improve the well being of disadvantaged urban and rural communities by increasing cost effective impact of technical assistance and development investments.

The Area Development Program Balochistan aims to alleviate poverty and achieve sustainable human development in the rural areas of Balochistan, by adopting a community participatory approach to increase productivity, diversify income generation, sustainably utilize natural resources and improve access to social sector services.

The Northern Areas Development Programme supports the improvement of income and living conditions of the population, particularly the poorest and the more disadvantaged section, in the core project area, by using a community participatory approach to improve and rationalize the use of  the resource base for sustainable development. It aims to increase crop and livestock productivity and enhance income generating capabilities of rural men and women.

The Lachi Poverty Reduction Project aims to sustainably improve the livelihoods of over 100,000 people living in the area by harnessing the people’s potential through socio-economic empowerment and to develop and promote a replicable model for rural poverty reduction for other parts of Pakistan.

The Pakistan Community Development Project for the Rehabilitation of Waterlogged and Saline Land addresses the menace of waterlogging and salinity in the country through the promotion of sustainable biological farming systems for reclamation and rehabilitation of saline affected and waterlogged lands to improve community livelihoods in the Punjab province

Status of the sustainability and relevance of UNDP interventions in poverty alleviation                                                  

· The relevance of a project as defined in UNDP documents means the degree to which the objective of a project remains valid and pertinent either as originally planned or as subsequently modified owing to the changing circumstances within the immediate context and external environment of that project. The sustainability implies the durability of positive project results after the termination of the projects.

Evidence has shown that there is need to respond to changing conditions to keep the project objectives relevant. In case of Pakistan Community Development Project for Rehabilitation of Saline and Waterlogged Land in Punjab province, the required flexibility does not come out clearly. Though UNDP Country Office undertook several initiatives to help it respond to the changed environmental conditions, but the national counter part agency, International Waterlogging and Salinity Research Institute, could not demonstrate required flexibility in time. When the project was initiated, water logging was an important issue in the project areas – Pindi Bhattian. Keeping this in mind it was decided that farmers would be encouraged to implant Eucalyptus nursery to absorb maximum water which will help the farmers to fight against water logging. However, despite the severe drought in the project areas in last two years the objective and the methodology has not changed, the project researchers have not considered the new climatic condition and still advise the same to the farmers and offer subsidy mainly on the purchase of Eucalyptus.

Another example can also be cited from the same project. The main task of the project was to rehabilitate saline and water logged land, which requires to install tube wells. However, during the first two years of the project life this aspect was completely neglected.  In the third quarter of the third year, first time the Head Office kept money for the installation of six tube wells in Pindi Bhattian area. Initially the negligence of not having tube wells in water logged area had serious adverse impact on the effectiveness of the project.

· The sustainability of UNDP efforts is another important issue in UNDP projects. The UNDP in her recent efforts tries to address the issue of poverty reduction through providing technical support and the ‘establishment of space’ for social mobilization. Promotion of participatory approaches in poverty reduction programmes have shown mixed results. In some cases there is evidence of emerging micro macro links. For instance in case of the NADP the community needs identified through participatory approach have been favourably taken up by the Planning and Development Department of Northern Areas in allocating funds under public sector development programmes. The poverty reduction initiatives through social mobilization are relatively successful but there is a strong need to further strengthen this aspect by wider coverage, more funding and effective monitoring by UNDP. The thrust of community mobilization programme should be community empowerment through institution building and capacity building of local communities so that they can struggle for their collective as well as individual problems in an organized manner. This element is present almost in all UNDP funded project with varying extent. Lachi, NADP and PLUS give successful stories but Water logged and Saline Land project show relatively low level of success in this regard.  

As for as the sustainability of the positive impacts of the project is concerned it is also not very definite. The feedback from the Lachi and PLUS projects was very encouraging and it seams that the effects are long lasting and people of the areas are now dealing with the issues in a more participatory manner. However, in other projects the situation is not the same, for example in Water Logged and Saline Land Project the sustainability of project’s positive effects is doubtful.  There are three sites of the project and the project team in one area has no formal channel of exchange of their experiences with the project teams in other areas. Lack of dissemination of information is one important reason for lack of sustainability of the project. 

Contributions of UNDP to selected national poverty alleviation goals

In Pakistan more than 50 million people lead their lives below poverty line, which almost equals 40% of total population. The UNDP Pakistan, which is spending almost $13 million or less than Rs. 1 Billion on all on-going poverty reduction projects, of course, cannot make even a small dent in it. However the presence of UNDP itself is very significant and its contribution in devising strategy for poverty alleviation was highly appreciated in Pakistan. The intellectual and financial support of UNDP for the recently established research centre CRPRID is acknowledged in relevant circles in Pakistan.

· The direct contribution of UNDP through financing of projects is very limited. The National Poverty Reduction Strategy emphasized that the government and NGOs should reduce the cost of community based poverty alleviation programmes through social and political mobilization and training to manage their own programmes. Most of the on-going UNDP studies or projects have social mobilization and training aspects as their integral and pivotal part and are consistent with the national strategy for poverty reduction. Lachi project, which is one of the successful UNDP project run a series of different training programmes in leadership and management skill, vocational training, para-professional training, extension training in livestock and poultry production, agro-forestry and  fodder preparation. The people trained through this project have participated in the recent local government election and now they are planning to participate in forth-coming general election.

· The contribution of the ‘Rehabilitation of Waterlogged and Saline Lands’ project to poverty reduction is limited. Firstly, because it is very difficult to change communities’ perception and thinking that saline land is an asset and it can be rehabilitated through bio-saline technology. Secondly, because of lack of coordination between the project team and their Head Office, the research undertaken at the Head Office could not be disseminated successfully.

UNDP partnerships with central and local government institutions, civil society and the private sector

UNDP in its initiatives to support a reduction of poverty in Pakistan follows a two-prone approach, by (a)  supporting government agencies in policy designing and, (b) financing the poverty reduction project executed by any governmental agency.  Under the Country Offices’ support to ‘policy action’, especially its Sustainable Livelihoods Program is actively involved in formulation the interim Poverty Reduction Strategy. 

· Since poverty alleviation is a long-term process, it needs continuous monitoring and evaluation of the impact of each project. For such monitoring the CRPRID provides a very useful channel. The UNDP also co-organized a Local Dialogue Group on human development with a focus on poverty alleviation. The UNDP also assisted the Planning Commission in understanding and outlining Pakistan’s efforts to measure progress towards meeting international development targets. The UNDP Pakistan has also developed a new relationship with the academic and research institutes in Pakistan through funding the newly established research institute CRPRID. The CRPRID, hopefully with the passage of time, will play important role in applied research. This institute needs to establish more links with other research institutes in country to give itself a national flavour and to be able to undertake research on poverty in each area with local collaboration. Similarly, by providing financial assistance the UNDP has also developed good relations with the NGOs and private sector.

External and internal factors affecting UNDP performance, its comparative advantages and relative weaknesses

· UNDP enjoys a close partnership with the Government, which is reflected in the trust the Government extends to UNDP compared to other donors. UNDP is also emerging a widely networked organization to mobilize expertise and global knowledge with a quick turnaround time. However, the global comparative advantages of UNDP have yet to fully benefit the poverty alleviation programme of the country office. The heavy workload of the Sustainable Livelihoods Unit does not allow for quality monitoring of the poverty programmes. Moreover the networking competency of the Unit also need to be strengthened. 

· One of the major reasons of the failure of the project would be excessive expenditure on non-development items. This is very common factor in many UNDP projects under taken by the government agencies. For example in-depth analysis of the Water Logged and Saline Land project shows almost 80 per cent of the project budget is kept by the Head Office and remaining 20 per cent is equally distributed among three sites. The budget of three sites shows only 50 per cent allocations for development purposes despite the fact that the salaries of the site staff come from the head office budget. One of the major development expenditure of the project, the installation of tube wells, was kept after 2½ years. The analysis also shows that only 19% of the sites’ development expenditure is planned to be spent on subsidies, which directly benefits the farmers but this is less than 2% of total project.

High interest rate charged on the loans given under project’s schemes is very important reason for the failure of the project or limited positive impact.  This happened in many projects in Pakistan including the successful UNDP projects. The interest rate charged is very high. Recipient of the project have no permanent income and for them it is very difficult to repay the interest and original loan. Because of the same reason, there are many poor household who could not avail the credit facility.  A high transaction cost is another important flaw, which hinder people from participation when for a very small amount a cross cheque is given to the recipients. This transaction and time cost are causing more serious problems for the female. Perhaps such restrictions are imposed by the Head Office to make system transparent but creating inefficiencies in the system.

· The vertical and horizontal dissemination of research and information in UNDP projects is also lacking.  The analysis of the budget of Waterlogged and Saline Land project shows that a significant portion of the head office budget (15%) is spent on the applied research. However, the feed back of the project staff and farmers shows that there is no link between the research and dissemination. Most of the respondents, farmers, were not aware of the nature of the research which was conducted by the project head office for them. 

· In some projects, promises are made but practice is contrary to such promises. Such contradictions are also hindrances in the achievements of the projects. For example, in Water logged and Saline project, saving schemes were started and community was participating with the assumption that the matching component will be provided by the project itself as was the impression given by the team. However, disappointingly the contribution of the project towards the saving scheme was zero. One of the other promise of the project to the people of the area was that 1/6 of the cost of rehabilitation will be provided by the project. Obviously for a project whose main task is to rehabilitate, the 1/6 contribution in cost is small, but even this promised amount has still not been passed on to the farmers who have rehabilitate their land. Similarly the project made another promise that in collaboration with UNDP an initial endowments of Rs.94,000 in each village of Pindi Bhattian will be developed. However, due to bureaucratic channels both at the head office of the project at Lahore and UNDP office, Islamabad, this could not be realized. Such unfulfilled promises give bad signals and affect the sustainability of such schemes.

Coordination with other UN agencies and donor organizations working on poverty alleviation

International lending agencies and donors have placed special emphasis on poverty reduction in assisting the government of Pakistan. This is perhaps to redress and nullify the basic perception about the impact of policies of IMF, WB and WTO on poor people. Now the IMF has introduced poverty reduction and growth facility to replace structural adjustment facility. The Asian Development Bank has recently finalized its long-term lending strategy (up to 2015), which envisages 40 per cent of future lending will be for poverty reduction. The major expenditure of World Bank is also earmarked for poverty reduction programmes. The UNDP and several other bilateral donors have also shifted their interest more towards poverty reduction. However this has created problems of duplication, wastage of resources and use of resources in inefficient manners. This is very common in Pakistan where most of the donors are investing in poverty reduction programme without any coordination among themselves and with the government. Such problems, if to be tackled requires two level coordination- coordination of donors with the government and among the donors themselves. First, level coordination will ensure that all projects undertaken by different donors are consistent with the government overall strategy of poverty reduction.  This coordination will be responsibility of the federal government, but unfortunately is not very strong in Pakistan perhaps because of attitude problems of both parties. The second level coordination among the donors is also very weak in Pakistan.

In line with the above discussion, and taking into account the experiences of UNDP and partners in development, UNDP’s comparative advantage as well as Pakistan’s socio-economic reality the following is suggested for the future of UNDP’s assistance programme:

Community participation is the most important factor that determines the extent of success of the project. The modalities for project interventions should be decided in a participatory manner and in consultation with stakeholders rather being forced on them. Sanctity of local culture and traditions should be ensured. The process should be adopted to the local conditions. Social mobilization is a programme of a major societal change and results should not be expected overnight. Different programme of social mobilization should share experiences to provide strength to each other and networking relationship should be established among projects. Success stories should be widely publicized for a maximum demonstration effect.

For many years UNDP had been working through a specialized UN Agencies to implement its development programme. However, for the past five to six years, the agency execution approach has been changed with National Execution (NEX) modality. Under NEX a national counterpart agency is selected at the time of project formulation to execute/implement the project. The NEX primarily came into operation in order to promote national ownership. However, NEX modality in Pakistan is showing mixed results. There are instances where national counterpart agencies demonstrate higher level of competence, ownership and responsibility. However, in some other cases the national counterparts fall short of the required competency levels. UNDP proactively facilitates national counterparts to build their capacities. The role of executing agency in UNDP funded project requires improvement. The most important reason for this is that they are not accountable to anyone as most of them are permanent employees. They are inefficient because the same work the community can complete at significantly low cost. 

Regarding the possibility of collaboration of UNDP and local government for the poverty related projects different opinions were heard. People in the project areas were also not happy with the NGO’s culture. People in the areas had mixed opinion about the role of local governments. Some were of the opinion that the local government elected people will be as inefficient and corrupt as the members of National Assembly and provincial assembly. So, working with them will not increase the effectiveness of the UNDP projects. Others believe that local government elected members will be relatively honest, competent and above all accountable to the people. They will be more sensitive to the local areas need and people’s desire and will be more effective. Therefore, the UNDP should choose local government as their partner instead of executing agency i.e. any line department. This has an accountability aspect in it as the elected representatives have to go back to the people of the areas in next election.

The people against the local government collaboration with UNDP argue that the functional role of the local elected representative in Pakistan society is very limited. The local representatives are mostly interested in infrastructure development and maintenance instead of social development. Most of them are unaware of the modern demand of community development or do not believe in it. Their perception of the community participation is very limited. The most important community participation, they perceive is casting of vote on election day.

It can also be observed that in many areas local councillors are elected from one specific community only and spend most of the time and funds on the development of their own constituency. Sometimes the pressure from the one community might restrict them to solve the social problems of the wider communities.

As far as the role of NGOs in development process in Pakistan is concerned, it is also debatable. Most of the NGOs working in Pakistan do not represent true civil society initiatives. Many of them represent elite networks with high contacts with bureaucracy and donors. Lack of accountability causes inefficiencies in the performance of NGOs. 

The Results Based Management (RBM), though in operations for some time, still needs to be fully internalized at the project level. The projects look towards the UNDP Country Office for strengthening their RBM capacities. 

4.3:


THE WAY FORWARD FOR UNDP AND PARTNERS

The burden of economic adjustments in Pakistan has fallen largely on the poor and has contributed directly to the increase in unemployment and poverty. Clearly, this situation is not tenable. A fundamental shift in policy is called for. The principal target should be growth, with stabilization as an accompanying objective. There is an urgent need for the focus of fiscal policy to shift from revenue mobilization to current expenditure reduction, with substantial enhancement in development expenditure. This is essential in order to create the crowd-in effect for investment and for growth in employment, income and purchasing power. Ultimately, this will ensure that poverty is reduced in absolute terms. The contractionary fiscal policy regime needs to be relaxed. The preoccupation with curtailing fiscal deficits also needs to be reviewed. Fiscal deficits can be positively employed if the amounts thus generated are devoted to investment in productivity, enhancing infrastructure and employment generating projects.

The policy of opening up the economy, beyond what is required by WTO standards is also inadvisable. In the past, domestic producers enjoyed unfair advantage relative to imports. A level playing field is perhaps in order. However, a new trade regime is now emerging, where imports are beginning to enjoy an unfair advantage relative to domestic producers. The cost of such a trade regime to the country's industry and economy and to the people in terms of unemployment and poverty, is likely to be extremely high.

Welfare transfers are, broadly, of two types: direct income support transfers and human capital enhancing transfers. The former include safety nets such as unemployment benefits, food stamps, zakat, bait-ul-maal (national welfare authority), public works programmes, micro finance, etc. The latter includes public provision of basic services, such as housing, education, health care, etc. The analysis of micro policies shows that the coverage of direct program are very limited equals to 0.6 per cent of GDP and real expenditures for enhancing human capital shows a declining trend and in last few years it is negative.

An appraisal of social safety nets in Pakistan leads to the conclusion that higher priority must be accorded to direct interventions for poverty alleviation. While funding needs to be substantially enhanced, serious attention should also be given to strengthening of institutional structures, efficient targeting and to a broad-based coverage of current social safety nets programmes. It should be realized, however, that safety nets can only mitigate poverty at the margin and cannot be a substitute for growth-induced employment and income generation.

The overview of UNDP initiatives in Pakistan are around US $ 13 million (Pak Rs. 1 billion) a year. There are mixed results of UNDP interventions in poverty reduction in the country.  There are initiatives which have successfully demonstrated new experiments in poverty reduction programme implementation. At the same time other initiatives could required revision in the approaches and a fresh perspective.  There is a consistency in UNDP initiatives and overall national poverty reduction strategy but the coordination between UNDP staff and government policy makers requires improvement. Similarly increased consultations and collaboration with donors working in similar areas can also lead to better results and save unnecessary duplication in work. Like macro and micro policies there is also need for reviewing of UNDP policies regarding poverty reduction. In summary the following actions are recommended for UNDP:

· There is a need to increase allocation for poverty reduction initiatives.

· The Country Office access to expertise in poverty analysis and poverty monitoring needs to be expanded.

· The substantive capacities in programme development and resource planning at the Country Office require strengthening. 

· UNDP should involve itself more in the project selection, execution and monitoring process.  

· UNDP instead of or along with government executing agency/line department must try local representative as their partner in poverty reduction initiatives. Such partnership will bring relatively more transparency and more accountability. This will ensure community participation, which is the most important factor that determines the success of the UNDP projects. This will also ensure sanctity of local culture and traditions and the process shall be adapted to the local conditions. However, the social mobilization is a programme of a major societal change and results should not be expected overnight. 

After recent events in Afghanistan the acceptability of international lending institution has been adversely affected, but it increases the responsibility of UNDP for more and effective poverty oriented work.

CHAPTER 5:
ASSESSMENT OF THE SITUATION IN NEPAL

5.1:


THE DEVELOPMENT CONTEXT 

When discussing poverty in Nepal, even without delving into statistics it should be mentioned that, despite vast development potential, the country is among the least developed and one of the poorer countries of the world (UNCTAD 2002). Since the bulk of the poor live in rural areas, the incidence of poverty is higher there. Despite increased efforts to combat it in recent decades, widespread poverty persists in Nepal. In keeping with the central focus of this study, i.e. the role of macro-micro linkages in poverty alleviation interventions, it is not intended to comment on Nepal’s poverty profile and its shifts other than to refer to the above general assessment of the poverty situation. This section focuses mainly on the Nepal’s broad development thrusts, leading to the interventions focused on decentralization and participation-based approaches to PA currently emphasized by the government with help from UNDP and other donors.

THE POLITICAL AND ECONOMIC SITUATION

Nepal’s development context

Beginning in the late 1950s, Nepal (like other South Asian countries) embarked on development planning in which the popular growth models of the day formed the basis of interventions. In plans, without explicit elaboration, an aggregated view of poverty (equating poverty with underdevelopment) received the attention of development planners. This approach was continued in a number of subsequent plans that emphasized the building of infrastructure and support systems. In this and other respects, discussed below, Nepal has largely followed the development patterns of India. In terms of macro-micro links, the basis of planning and priorities was macro-level perspectives, manifested by policy-makers’ and donors’ perception of micro-level realities rather than the perceptions of micro-entities. 

As an outcome of the realization of gaps in the above mentioned generalized approach, a sectorally and geographically segregated approach to development (or poverty reduction) became another feature of Nepal’s development strategies. This is illustrated by interventions directed to (a) regional planning with a focus on growth corridors, a growth axis and a growth centre approach; (b) sectoral programmes focused on agriculture (including introduction of Green Revolution technologies), horticulture, forestry, tourism and irrigation and energy support systems and, (c) and programmes in remote areas and hill districts. These and similar programmes (supported by different donors) did assist in the diversification of development interventions and thereby helped additional and different groups as well. However, sectorally and geographically differentiated, these programmes continued to have an aggregated view of poverty that equated the underdevelopment of agriculture with the poverty of all engaged in the sector.  In terms of macro-micro links, even when the above mentioned interventions were sharply focused and helped specific meso entities (e.g., different sectors or areas of the country), the underlying perceptions (including those of micro-entities) guiding the goals and approaches of these interventions were those of macro-level policy-makers.  In the later periods, however, when user group forestry or community irrigation systems got initiated as sectoral, participatory initiatives, micro-perspectives became important for these interventions.

Community-centred interventions: This category included a variety of interventions dealing with health, education, community development and integrated rural development. It also embraced special programmes for specific groups such as landless labourers, women, tribal groups, etc.  Some of these interventions are still evolving and spreading. With the exception of community development programmes and Integrated Rural Development Programmes (IRDP), most such programmes have been small and scattered compared to the interventions under the ‘(a) and (b) categories’ above. However, except for some components of IRDPs, they directly focussed on people (i.e., micro level entities). In this context, specific mention should be made of the Small Farmer Development Programme (SFDP) in 1975 and the Production Credit for Rural Women programme in 1982, which represent the upscaling of micro successes into macro policy programmes.  In terms of macro-micro links, however, these interventions were rooted in macro-level perspectives (i.e., macro views of situations). They were planned at the central level and executed under the direction of line agencies.  

Because of the nature of macro-micro links, the implied disconnects or missing complementarities between macro and micro perspectives in the cases of these people-centred interventions can have more negative implications than cases of interventions that are largely product, resource and activity centred.

One major consequence of ignoring the micro-level perspective or ground reality was the State’s inability to understand or address the institutional structures and inequities that led to the exclusion of weaker/poorer groups, which happened in other South Asian Countries as well.  Realization of these weaker links (with the poor) and larger leakages (of gains to others) led to the emergence of more poverty-focused interventions in the late 1980s, particularly during and after the Eighth Five Year Plan.

To give a synoptic view of the poverty focus in Nepal’s development strategies, some details on the thrusts and contents of these strategies are summarized in table 5.1 below. The key inferences are (a) how poverty issues were conceived and addressed and (b) the type and processes of micro-macro links:

Table 5.1: 
The Concern and Focus on Poverty in Nepal: Selective Indicators of Evolution 

	The Contexts and Perception of Poverty
	Thrusts and Orientations of Intervention
	Constraints/ Consequence/ Outcome of Interventions

	Beginning late 1950s, aggregate view of poverty; poverty equated with underdevelopment; development activities covered by Five Year Plans I-III.
	Economic growth-focused series of Five Year Plans, building infrastructure and other main foundations of development; ‘poor’ and poverty un-separated from general situation.  Donor-supported initiation of generalized community development programme, 1964: unimplemented radical land reforms and decentralization initiatives.
	Limited donor interest; resource constraints; slow and limited infrastructure building; limited impact without infrastructure and prolonged political commitments; emergence of regional inequities.

	Emphasis on spatial dimension of ‘aggregate view of poverty’; enhanced resource mobilization (though physical links) as pre-requisite for development Plan IV, 1970-75).
	Focus on regional planning with growth corridors, growth axis and growth centre approach linking highland-lowland towns; adherence to popular ‘growth models’ of 1950s-1960s; period coinciding with Plan IV, 1970-1975; focus on local resource mobilization/extraction rather than rural development; enhanced donor involvement.
	Regional differentiation; Panchayat sector programmes (initiated earlier) neglected; productive sectors bypassed; only symbolic implementation; rise in donor concern for poverty, unemployment, distributive justice and integrated rural development.

	Harnessing ecological niche/ potential of productive sectors; continued focus on ‘aggregate view of poverty’.
	Sectoral growth strategies covering agriculture, forestry, horticulture, irrigation/energy, tourism; initiation of IRDP approach; focus on Green Revolution technologies.
	Primary focus on resource, productivity, infrastructure support etc., disregarding the ‘people’ as a central agency; growth of spatial and group inequities; enhanced donor involvement and rise of diversified approaches. 

	Pleading for more inclusive/ integrated and people-centred approaches based on past learning and donor perspectives and support (coinciding with Plans V and VI, 1975-80 and 1980-85).
	World Bank-supported IRDP; top priority to agriculture (Green Revolution focus); local development through Panchayat sector; people-oriented strategy; IRDP, special group programmes and new district plans; integrated strategies: integrated rural area programme, small area development programme and, integrated Panchayat rural development programme (IPRD); target group-oriented activities (SFDP, PCRW etc.).
	Strong focus on agriculture; neglect of other productive sectors; donor-driven and top-down focus; limited concern and local participation; lack of uniformity and linkages of proposed programmes; missing information base to plan, implement and evaluate multiple activities; decisions and gains favouring better-off groups.

	Basic needs approach (Post Referendum slogan) to demonstrate Panchayat System’s concern for the people (Plan VII, 1985-90).


	Elaborate preparations and fixation of norms/yardsticks of individual requirements (food, clothes, health, education); goal to reduce poverty and raise economic conditions of the people to Asian standard by 2000; ‘use of poverty’ by the rulers.
	The programme (with high potential for poverty alleviation) did not move beyond promises, intentions and (unpublished) reports/ recommendations; ambitious, un-implementable plan due to scarcity of resources and capacities.

	First time clear focus on poverty alleviation as national priority (Plan VIII, 1993-97); initiation of macro-economic structural reforms, continued to date, with little attention to negative effects on poor.
	Detailed spadework through research and analysis of past efforts and future approaches, to national discourse on poverty issues through NPC, donors and other agencies; promotion of simple parameters to identify poor and their physical, economic and social, location; building on past best practices initiated but only partially implemented etc., ranging from credit to construction activities; decentralization to participation; special programmes for the poor, backward areas; poor’s access to productive resources and social services enhanced; more pro-active role for donors.
	Persistence of common constraints affecting past efforts: poor targeting and beneficiary selection problems, top-down approach and disregard of micro-level diversities limited participation/ involvement of potential beneficiaries; no provisions for addressing ultra-poor; dominance of elites ‘excluding poor’ in different ways; consistent support of donors; NGO participation; enhanced understanding and preparation of foundation for continuing the approach.

	Further deepening of poverty concerns and expansion of poverty-focused approaches and measures (Plan IX, 1997-2002 plus approach to Plan X) – focusing or decentralization and participation etc. as a part of PRSP.

Intensification of macro-economic structural reform programmes; focus on PRSP.
	Initiation of different measures, assisted by donors and NGOs to: promote bottom-up approaches, decentralization and participation-based initiatives; give attention to ultra-poor and methods to build women’s and poor’s capacities for self-help (e.g. micro-credit) and empowerment; social mobilization; efforts to enhance transparency and accountability at local levels; efforts to recognize and use  poor’s  capacities. 

Economic liberalization, external market links and enhanced pressure of donor conditionalities reduced ‘social transfers’.
	Area-wise differences in intensity and impacts of efforts; heavily donor-driven process; poor links/coordination of spatially (district-wise) scattered initiatives; problems of vertical or horizontal upscaling of success offered an important window for promoting bottom-up approaches. 

Reduced social transfers, few gains for the poor from liberalization .


Source:
Johda (2002)

Decentralization and participation-focused initiatives - from the poverty alleviation angle, these interventions are part of the latest stage, where attempts are made to supplement (if not replace) top-down, centralized supply side approaches. They represent a stage of evolution, in the sense that they are built upon past experiences and best practices. The predecessors of these current initiatives can be grouped under two categories: (a) Ad-hoc and scattered as well as short lived and partially implemented initiatives and, (b) measures formally integrated into development strategies (e.g. during the Eighth and Ninth Five Year Plans).

To illustrate the former, i.e. ‘category (a)’, one can refer to very enthusiastically initiated activities (during the 1950s-1960s) such as first attempts towards decentralization; the ‘back to village movement’; compulsory local-level savings (in kind) and community mobilization programmes; attempts at land reform as well as decentralization schemes; and the post-referendum (elaborately prepared but not implemented) basic needs approach of the 1980s.  In ‘category (b)’, past initiatives serving as a foundation for the current decentralization and participation-focused PA approach are provided by the strategy promoted during the Eighth Five Year Plan, which had PA as one of its three key priorities. The major initiatives were further widened and deepened during the Ninth Plan. They also figure in the approach to the Tenth Plan, currently under preparation, in which the PRSP (focusing on communities and NGOs as contributors to poverty reduction) is getting major attention. However PRSP also emphasizes liberal policies rooted in already initiated structural reforms, which so far have no pro-poor provisions.

In terms of the nature and extent of macro-micro linkages, it must be stated that these programmes are also largely a product of macro perspectives (i.e. perceptions, understanding and approaches of policy-makers including donors) about micro realities. In some cases, e.g. user group forestry, community irrigation systems and limited micro-hydro systems or micro-credit programmes, macro agencies have learned and incorporated micro perspectives in their decisions. Furthermore, the new initiatives contain provisions that can promote and strengthen mechanisms to promote the use of micro perspectives in addressing PA issues. For instance, the UNDP-supported, participatory, decentralized development initiatives lay emphasis on local mobilization, capacity building, human resource development at local and district levels and strengthening communication-information links between policy-makers and elected village and district Development Council levels. They also feature micro-credit and local enterprises, pro-poor initiatives that recognize the poor’s felt needs and capacities etc. The whole paradigm of PA is being changed. However, the experiences of these initiatives differ when it comes to different areas and activities. While promoting these PA initiatives, policy-makers also have focused on structural reforms and liberalization, which have disregarded the interests of the poor. The globalization process poses new challenges for the poor. There are new opportunities as well, but PA strategies are not presently responding to them.

Nepal’s economic context

Even when development interventions are not specifically designed to help the poor, economic growth in itself (if guarded against its inequity effects) can help in reducing poverty. Based on the Ninth Plan Mid-Term Review, the poverty incidence for the first three years of the plan (1997-2002) indicates the Head Count Index of poverty in Nepal as 38%. This index is based upon the per capita GDP growth rate and the population growth rate. 

The pro-poor growth index has been calculated for the period 1996/97-1999/2000, based on NPC’s estimates of head-count ratio, per capita GDP and the Gini Co-efficient, to provide insights into the degree of pro-poorness of the more recent policies in Nepal. Based on the calculated values for poverty elasticity, inequality elasticity and thereby the pro-poor growth index, the changing status of poverty is reported as follows: 

During the period 1996/97-1999/2000 the annual percentage reduction in poverty was 0.976, while the average annual percentage growth rate in per capita GDP was 2.13. The computation (using geometric means) gave the value of poverty elasticity a negative 0.46, suggesting, on average a one per cent growth rate, leading to a decrease of 0.46% in poverty incidence during the reference period.  Based on the data on change in the Gini Co-efficient, the Nepal Human Development Report (UNDP, 2001) further suggests that if inequality had not increased, then each one per cent in growth would have induced poverty reduction at the rate of 0.99%.

The pro-poor growth index, defined as the ratio of poverty elasticity to growth effect, is calculated as 0.46. In other words, the extent of poverty reduction explained by pure GDP growth is estimated as 0.46. Thus, in Nepal during 1996/97-1999/2000 economic growth has been moderately pro-poor. Furthermore, during this period increasing inequality has reduced the impact of growth on poverty by 0.54 per cent.

While the quantitative indicators, borrowed from different reports and studies, are not very extensive, they do reflect some relevant aspects of poverty alleviation.  To begin with, some quantitative estimates of poverty reflected by population living below the poverty line in Nepal may be presented. Through estimates such as the ones shown in table C.24 (Annex C) may vary from source to source, our purpose here is to indicate that at least in statistical terms, the poverty situation has fluctuated but remained very high.

Efforts to address the problem can be seen in terms of the resources allocated to it, as well as in the focused approaches and activities promoted. Table C.25 (Annex C) gives some idea of government efforts to address the poverty problem, in particular through expenditures on social services and, to an extent, economic services. Accordingly, both in nominal terms and real terms (2000 prices), per capita expenditure on social services has increased, though per capita expenditure on economic services (mostly sectoral development activities) declined substantially between 1991-2000. This can have serious repercussions for poverty because reduced economic growth affects the poor.  More details on the aspects covered by table C.25 are provided in table C.26 (Annex C), giving (%) of growth in overall government spending on different components of social services. Other headings show  a disaggregated picture. In real terms (i.e. 1999 prices), investment in social services (irrespective of their internal component-based differences) showed growth of around eight per cent in 1991-2000. Only investment for debt servicing grew at a higher rate during that period. Within social services, investment is local development had the highest growth during 1991-2000.

However, the picture of the growth of expenditure covering the whole decade 1991-2000 may conceal the fact that during 1996-2000 the situation was not that positive. The thrust towards many social services, particularly local development and education (as indicated by the growth of investment during 1991-96) was considerably watered down during the following five years. Though systematic data are not readily available this trend seems to have been accentuated with the emerging internal security situation, which forced the government to reduce resource allocations for social and economic services.

The qualitative aspects of emerging trends in poverty alleviation, as well as in overall development strategies, can be discussed with reference to two major thrusts of government policies and programmes in recent years; (a) macro-economic policies and structural reforms in keeping with the imperatives of globalization etc. and their implications for PA and social issues in general 
 and, (b) an enhanced focus on PA through decentralization and participatory approaches. The latter forms the basis for the discussion in section 5.2.

THE POVERTY SITUATION

As per the above account of the broad interventions, Nepal has done fairly well in addressing poverty issues, notwithstanding the domination of macro perspectives and limited input from micro-level stakeholders. However the real picture surfaces once one looks at the implementation side of most of the interventions. Poor and partial implementation and little or limited monitoring have led to serious gaps between the expected outcomes and those actually realized. Only a limited dent has been made on the poverty situation.

However, without minimizing the gaps and condoning the failures, to be fair to Nepal’s development promoters the following points need to be made. First, if one compares the situation in the 1950s with the current one, the achievements in most sectors of Nepal are not negligible. The formal statistics and surveys are unable to capture this change fully. Secondly, the PA or development performance of Nepal should be evaluated in the context of some fundamental hurdles faced by the country while it was embarking on its development path.  The following section elaborates on these.

The basic factors constraining Nepal’s PA/development efforts can be grouped under four categories, as summarized in table 5.2. They are (a) very rapid conceptual progress in defining and refining poverty, pushing Nepal to hit moving targets; (b) largely unchanged  ‘poverty fundamentals’, posing problems in the short run that are not so easy to solve; (c) country specifics (i.e. bio-physical and socio-economic circumstances reducing applicability of generalized development models) and, (d) the State undertaking development and welfare responsibilities without the requisite commitment, political will, experience, capacities, institutions etc., promoting a process of trial and error. Nepal shares some of these constraints with other South Asian countries. Table 5.2 also indicates implications of these basic constraints for both PA efforts and macro-micro linkages. With regard to the linkages, these features of the development situation have tended to promote domination of the macro perspective and hence perpetuation of macro-micro disconnect.

Table 5.2: 
Some Basic Factors Constraining Poverty Alleviation Efforts and their Implications in Nepal

	Basic Factors
	Implications for PA
	Implications for Macro-Micro Disconnect 


	1.
Rapid conceptual progress on definitions and dimensions of poverty, leaving PA practitioners way behind. 

	Nepal’s inability to hit fast-moving targets:

· Increased focus on discourse on defining and redefining poverty rather than field action;

· Limited capacities and  information to easily operationalize the concepts.
	Enhanced scope for dominance of macro-level perspectives and  disregard of micro-perspectives, causing macro-micro disconnects.

	2.
Largely unchanged 
‘poverty fundamentals’.

	Poverty fundamentals being larger and country-wide issues make PA difficult for small country in short period.
	Larger and country-wide issues of PA, requiring strong macro perspectives, make it easy to ignore input from micro perspectives.

	3.
Some country 
specifics of Nepal. 

	Mountain country specifics and incompatibilities with generalized development approaches, missing information base and institutional structures for PA; donor-driven processes.
	Bio-physical and socio-economic circumstances favouring domination of macro perspectives with reference to ‘political economy of development’.

	4.
State undertaking responsibility for  development and welfare without requisite commitment, political will, experience, capacities, institutions and information base. 

	Interventions with unavoidable processes of trial and error or having hit and miss focus (i.e. Nepal as laboratory for development policy experimentation.
	Development process with ‘institutional vacuum’ inducing traditional power structure to re-impose itself on new situation, leading to domination of macro-level stakeholders/or powerful interests at grass-roots level.


Source:
Johda (2002)

The above listing of basic constraints to Nepal’s PA strategies can help to put the whole situation in a dynamic and holistic context. However, for operational understanding and use of the insights gained, one has to focus on more concrete circumstances and features. This can help in addressing the problems created by the basic factors. Accordingly, some of the structural and operational features characterizing development or PA interventions in Nepal are commented upon. These important features and processes reducing the effectiveness of poverty reduction interventions in Nepal are summarized in table 5.3. They are based on a number studies (Panda 2000, The Asia Foundation 1998) and interactions with different national and international experts closely associated with development policies and programmes in Nepal.

Table 5.3:  
Factors and Processes Reducing Effectiveness of Poverty Reduction Interventions in Nepal

	Operational Features
	Structural Attributes or Reasons Behind (A)

	Major operational features of interventions; Reasons behind
	Perennial resource scarcity/ instability
	Over dependence on donors/low local mobilization
	Weak information base (especially on diversity of poverty)
	Weak incentive/ enforcement mechanisms
	Departmental fragmentation  - disconnects.
	Domination of power-based institutional structures
	Governance gaps: low accountability,

Transparency, responsiveness

	Poor implementation
	X
	X
	X
	
	
	
	X

	Project mode & frequent changes  in interventions
	X
	X
	
	
	
	X
	

	Poor monitoring & evaluation
	
	
	X
	X
	X
	
	X

	Area/group activity-wise mistargeting, misdirection
	
	
	X
	
	
	X
	X

	Limited upscaling of successes
	X
	X
	
	
	
	
	

	Top-down,   centralized approaches
	
	
	
	
	X
	X
	X

	Non-involvement of beneficiaries
	
	
	X
	
	X
	X
	

	Slow emergence of poverty focus in development strategies
	X
	
	X
	
	X
	X
	X


Source:
Johda (2002)
5.2:
THE CONTRIBUTIONS OF UNDP & PARTNER SUPPORTED INITIATIVES TO POVERTY ALLEVIATION IN THE CONTEXT OF LINKING MICRO-MESO-MACRO LEVEL ACTIVITIES

THE MACRO-MICRO SCENARIO

To further facilitate understanding, some concrete contexts/situations of macro-policies and their impacts may be presented. This is attempted in table 5.4, where some cases of macro-economic and other macro-level policies are highlighted and their impacts at the micro level are examined within the poverty contexts. This could be supplemented by illustrations of micro-level initiatives influencing macro-level policies or decisions. The latter may be called ‘projects leading policy’ (in place of policy leading projects). As mentioned earlier, the framework as outlined below can help to create a better understanding of the role of macro-micro perspectives in Nepal’s development strategies. (The terms ‘development strategies’ and ‘interventions’ are used interchangeably.)

The macro perceptions of micro situations as outlined below can be described as (a) calculated indifference toward consequences and, (b) gaps in information and understanding of micro realities. Macro-micro links can be described as (a) convergence between macro perspectives and micro realities and, (b) a disconnect between micro perspectives and micro realities.

Table 5.4:
Macro-Micro Links: Some Concrete Situations of Macro-Policies and their Poverty Impacts

	Macro Policies
	Indicative poverty impacts at micro level (especially in  the short run)
	Perceptions of micro realities behind macro policies

	Macro-economic policies 

Structural reforms with focus on                        deregulation, privatization, primacy to Market.                            
	· Decline of social transfers and support systems for the poor;

· Market-driven priorities, norms, resource allocation, etc. marginalizing the poor’s production systems and sustenance strategies.
	(a) and (b)



	Trade Liberalization


	· External competition and adverse impacts on local, traded products (affecting products and wage earnings of the poor);

· Cheaper goods helping poor (subject to availability of purchasing power).
	(b) and (a)



	Fiscal and Monetary Policies with soft approach to local resource (tax) mobilization and greater emphasis on external borrowing; deficit financing
	· Tax relief with little gains for poor; inflation harming the poor more than others;

· Debt burden with rising service charges;

· Both of these leading to drain on productive investment/social sector investment, affecting the poor. 
	(a)




	Sectoral Policies, e.g. agricultural development with focus on Green Revolution technologies
	· Institutional and resource inequity-based handicaps to the poor;

· Constraints on high input-based options for the poor;

· Disregard of diversification-based livelihood security systems.
	(b)

	Environmental Conservation, e.g. bio-diversity conservation treaties; national parks, wildlife sanctuaries; restriction of harnessing specific resources, etc.
	· Displacement of poor;

· Loss of livelihood systems for the poor living in and around the concerned habitats.


	(a), (b), (d)



	Regional Development Policies (focusing on regional balance; special programmes for remote, fragile, backward areas)
	· Gains to poor and neglected areas;

· Their integration into mainstream economy.
	(c)



	‘Policies Led by Projects’, e.g. micro-   

level success stories upscaled through macro-policies such as user group 

forestry, community irrigation, micro-

credit and decentralized/participatory 

development initiatives in Nepal
	· Mainly people-centred initiatives that help the poor to participate and benefit;

· Enhanced voice and visibility of the poor.
	(c)


Source:
Johda (2002)
AN OVERVIEW OF THE PROGRAMMES DISCUSSED

A major aspect of Nepal’s development strategies, particularly during the Eighth and Ninth Five Year Plans, is the high priority given to poverty alleviation and the focus on decentralization and participation. When looked at in historical context, this represents the latest stage of the evolution of efforts to remove poverty in the country, though strict linear development of the changes is not easy to establish.

As alluded to earlier, the newly emerging, current approach to PA, using decentralization and participation along with their specific sub-component as primary means, has a chequered history. Decentralization, irrespective of its form and depth, always had close links with the political economy of development and change in Nepal. During the 1950s-1960s, inspired by the spirit and idealism characterizing the new democracy, the government tried some measure of decentralization and equitable development, including (non-implemented) radical land reforms, the ‘back to village’ scheme and capital resource building through local savings in kind etc. But these efforts proved short-lived. 

During the Panchayat era, after the referendum, another wave of decentralization was tried, along with an unimplemented basic needs programme. Finally, after the rehabilitation of multi-party democracy in 1991, decentralization was again initiated through various legislations and other programmes. In practical terms, the initiative matured and deepened, leading to multiple initiatives incorporated in programmes at local and district levels such as the Participatory District Development Programme, Local Governance Programme, RUPP, and the Sustainable Community Development Programme. These programmes are largely supported by UNDP with co-funding by other donors in some districts. They incorporate multiple components, broadly directed to address the major gaps in the conventional PA/development interventions. In this sense the new initiatives represent a gradual shift toward a bottom-up, participatory decentralized approach to target-oriented PA interventions. 

The key point to note here is that through decentralization and a participation-based approach the recognition and visibility of the poor has increased and they have been accorded appropriate space in the development process. The important role of the social power structure as it affects PA strategies is now better recognized and the need for building conducive macro-micro links to address poverty is emphasized.  There is thus growing space for the poor in Nepal’s target-based PA efforts, the involved approaches and their contributions will be elaborated upon.

Since most of these government efforts are promoted with donor support particularly that of UNDP, our lead is taken from their experiences in this regard. Table 5.5 provides a broad picture of UNDP-supported programme components as sources of potential response to some of the gaps in conventional PA interventions. (The effectiveness of and focus on these intervention components varies in different districts.)
Table 5.5:
Decentralization and Participation-Based Interventions to Address the Major Gaps in Conventional PA Strategies

	Components of new interventions comprising participatory and decentralized programmes supported by UNDP 1

	Major Attributes of Conventional PA Interventions in Nepal

	
	Poor or partial implementation/

Information gaps
	Mis-targeting, Mis-direction
	Poor Monitoring/

Evaluation
	Missing transparency

Accountability
	Top-down focus/ no ownership
	Supply side focus, elite domination leakages
	Disregard of poor's capacities, needs, beneficiary exclusion
	Unaccountability of delivery systems

	Information systems: linkage capacities, facilities, common information tracks for macro-meso policies for decentralization etc. 
	X
	x
	x
	
	
	
	x
	

	Participatory Planning and Monitoring: development needs and programme listing builds from settlement level and moves to central level via VDC, Ilaka, DDC levels
	
	x
	
	
	X
	x
	x
	x

	Institutional Strengthening: by organizational restructuring at DDC level, enhancing human capacities and equipping communities for local development
	X
	
	
	
	X
	
	x
	

	Human Resource Development: for sustained, participatory local development at settlement, district and central levels
	X
	x
	x
	
	
	
	x
	

	Village Development through Social Mobilization: through broad-based multi- purpose organization of men and women for self-reliance, enhanced capacities and productive choices suited to them, supported by funding (local trust fund); formation of focused community organizations (COs), self-governing institutions at grass-roots level; development of community-based entrepreneurial skills; priority to productive investments and technology transfer
	X
	x
	x
	
	X
	x
	x
	x

	Public-private Partnerships: on experimental basis to promote locally relevant self-help cooperatives and increased involvement of private sector in rural areas
	X
	x
	
	
	
	
	
	x

	Rural-urban Linkages: work to enhance links and overcome non-complementarities  between rural and urban activities, including through informal sector
	X
	
	
	
	X
	
	
	x

	Micro-credit: with focus on people and special attention to rural poor’s own preferences, i.e. cash/kind, amount etc.
	X
	
	
	
	
	
	x
	x

	Focus on ultra-poor:  involving community support and encouragement
	
	x
	
	
	X
	x
	x
	


Source:
Johda (2002)
THE ANALYSES OF THE INITIATIVES

Above outlined programme components are important in and of themselves and can be individually discussed at length. However, the focus of this discussion is on how these programmes help in reducing the disconnect or in building complementarities between macro and micro perspectives that affect the effectiveness of PA interventions. 

By following the process underlying macro-micro linkages, one can identify the key factors contributing to complementarity or conflicts between perspectives and practices of macro-level and micro-level entities. Accordingly, as summarized in table 5.6, from the macro side the key factors promoting positive or negative macro-micro links are related to: (a) information and understanding of micro situations/entities on the part of macro-level decision-makers; (b) sensitivity and perceptions about micro situations (e.g. the poor) and, (c) the extent to which macro orientations are affected by local authority, power and custodianship.

Table 5.6:
The Primary Factors/Processes Promoting Macro-Micro Disconnect and UNDP- Supported Interventions with Potential to Address them

	Factors
	Consequences
	Focus of UNDP-Supported Remedial Measures

	On Macro-side 

· Misinformation; lack of usable information and full understanding of micro-situations
	Designing inappropriate interventions; mis-targeting/ misdirecting interventions; poor monitoring, feedback and follow-up; inability to ensure accountability, transparency, responsiveness
	Building of information system for collection and quick transfer of data from grass-roots level to central level; training and hardware facilities at district level; information units to analyse and  articulate information directly usable by central agencies, in  participatory dialogue etc.

	· Negative/paternalistic perception of micro-entities (e.g. the poor)
	Treating poor as weak, incapable subjects requiring charity; disregard of poor’s capacities, perspectives and role; focus on supply side intervention
	Promoting and projecting poor’s real situation, including their capacity for self-help; mutual support through social mobilization; task-focussed community organization and partnership

	· Orientation driven by sense of authority, power  etc. due to the custodianship role of the State
	PA intervention with supply side focus; top-down, centralized approaches; non-involvement of micro entities (e.g. the poor); limited macro-micro links and extensive ‘leakages’
	Village development plans; promotion of ‘trickle up’ local- level planning; decentralization- based programme promotion reflecting grass-roots-level needs, potential and capacities toward accountability and transparency

	On micro-side

· Subdued perception of self as weak, voiceless, invisible entity

· Unable to project and use own perspectives, latent capacities and potential for self-help
	Poor resigned to accept whatever is offered by PA interventions without ownership; unable to unite and question or alter purpose, conduct and consequences of interventions; rising dependency on subsidies
	Human resources development at different levels with requisite institutional arrangements; special programmes for women and ultra-poor; sectoral productive activities with clear preference for poor; raising voice, visibility and capacity of poor

	· Victim of local inequities; domination of elite/powerful at local levels in sharing gains of interventions
	Resignation that periodic conflicts will be faced; lost faith in government promises; cry for subsidies; psychology of helplessness
	Village level organization involving diverse groups, with regular interactions, unanimous decisions and transparency of activities; community owning the ultra-poor


Source:
Johda (2002)

· In light of the above, the availability of correct and usable information on or from micro situations can enhance the ability of macro decision-makers to correctly understand and appropriately address the problems of micro entities. Similarly, correct understanding and perceptions of the needs, problems and potentials of micro entities can help gear macro approaches in the right direction. As shown, participatory and decentralized initiatives are focused on information systems covering micro or meso levels and their links with central policy levels. Once mainstreamed, these mechanisms have great potential for promoting positive macro-micro links based on correct ‘information and understanding’. 

Similarly, the measures directed to organization, social mobilization, identification and promotion of the capacities of the poor for self-help can contribute to positive change in the attitudes and perceptions of macro entities regarding the micro ones. For instance, rather than regarding the poor as needing charity, macro entities can view them as a positive force for development. This can also help in upscaling micro-level success stories through macro-level support and facilities. 

· As tables 5.5 and 5.6 show that a number of attributes of macro-level interventions to help micro-level entities (e.g. centralized, top-down supply side initiatives with no ownership by the poor) can be addressed through the bottom-up, participatory, community centred and managed measures under the new initiatives. Thus, once fully operationalized and mainstreamed, these initiatives can strengthen positive macro-micro links to enhance the effectiveness of PA strategies. 

Looked at from the side of micro entities, the components of the new initiatives have the potential to promote and project the capacities and self-esteem of the poor and their organizations (e.g. through social mobilization) as well as their federated activities. They not only help in promoting bottom-up planning processes but also add relevance and a sense of ownership of the interventions to the poor.

The effects of traditional, inequitable institutional structures (which cause disconnect in macro-micro links) can also be reduced through organization of a target community and regular interaction with it, as shown by the experience of participatory and decentralized initiatives.

· Finally, the key features responsible for a range of negative consequences of PA interventions, such as top-down and supply side focussed approaches and other structural attributes, are countered by the new initiatives. They have several components that can help to reduce such orientations and as a result, promote ownership and relevance of interventions for the poor, facilitate transparency and downward accountability of delivery systems and reduce the potential for leakages and dependency. 

The positive contributions and processes with high potential for PA through people-centred, participatory, bottom-up approaches have already been discussed earlier. However, alluding to some gaps in the process would be equally helpful:

Looking at the uneven progress and focus of activities in different districts, one gets the impression that either efforts are rather thinly spread over wide areas of the country or that they are not sufficiently sensitive to diversities. Efforts of high intensity should thus be made in at least some selected areas to more clearly demonstrate the effectiveness of approaches in PA interventions. Also, some assessment of how the new approaches cope with diversities would be useful.

· There are two crucial actors in promoting and sustaining the participatory, decentralized interventions - the chief of the Village Development Council and the social mobilizer working at the village/settlement level to induce and orient villages. The village-level performance of the programme differs in terms of the availability of committed individuals to serve as social mobilizers. While such people are so far advancing the process, their continuous availability may be uncertain. 

For selecting social mobilizers to work at the village level, an elaborate selection process (capturing the qualities needed for the task) has been designed and an institute for training these workers has been created with UNDP support - the Social Mobilization Experimentation and Learning Centre (SMELC) at Rampur. The Rampur-based Institute of Agriculture and Animal Sciences of Tribhuvan University, with which the SMELC is affiliated, has included decentralization and participation-focused activities in its curriculum for graduate degree teaching. For village leaders, however, there is no school or University to inject a sense of commitment for such work. Thus, greater exposure and village-to-village interaction and experience-sharing processes should be promoted to enhance the abilities of village leaders for their tasks. 

· The new initiatives and their components have received a positive response at both policy and community levels. A number of steps have been taken that reflect a degree of upscaling of the programme. These include legislation on local governance and covering areas within local governing bodies’ mandates; preparation of an approach paper for the Tenth Five Year Plan, favourably focusing of the programme; selective co-funding of activities by a few donors; establishment of SMELC and additions to the IAAS teaching curriculum etc. However, a major constraint observed in the field is the relatively unchanged mindset of line agencies that have a presence at district level (representing different ministries working in rural areas). Despite their formal involvement many of them do not seem to own the programme. In several cases departmental fragmentation of involved tasks and unwillingness to work together and share credit for success are big institutional constraints.

Non-ownership and lack of active involvement of line agencies in decentralized and participatory initiatives calls for some arrangements to sensitize them to new, people-centred participatory approaches. Programmes have to evolve approaches to ‘cultivate’ the line agencies for the new tasks. Incentive systems, including explicit and equal sharing of credit for collective efforts and their success, need to be evolved.

· The decentralization initiatives, pursued through several ups and downs, have reached a crucial stage. However, they are far from having achieved the ‘devolution’ of several functions and responsibilities. The bulk of the revenue collecting power is still with the central government. This indicates the persistent domination of macro-level decision-makers with regard to activities carried out at meso and micro levels. This is one of the key dimensions missing in the upscaling of UNDP-supported decentralization-based initiatives. Even non-revenue generating functions (except for those of the health and education ministries) have not yet been handed over to local/district-level governments, despite legal provisions created for their taking over these responsibilities. UNDP (through demonstrations of successes and policy advocacy) needs to address several key aspects of decentralization in order to upscale the successes of new initiatives.

· Micro-credit is an important component for local development and self-help. It not only helps production but also consumption, keeping the poor from going into debt and, men and women have taken it up quite enthusiastically. However, micro-credit programmes face problems of accumulated savings with insufficient productive investment opportunities at the local level. Many areas are quite far removed from urban banking facilities, especially since several banks have ceased to work in rural areas due to the Maoist insurgency. Villagers can put money in savings societies but there is no insurance against these societies closing after collecting deposits. 

Promotions of micro-enterprises or linkages with productive firms in distant places seem to be the two potential options for addressing this problem in the medium term. However, provisions safeguarding deposits could be made in the short run by government orders or regulations relating to insurance. Such legislative measures could be designed with other required laws/acts facilitating registration of community organizations under the new initiatives. 

There are several other instances, discussed above, in which macro decision-makers can help micro-level initiatives directed to PA. Such initiatives will demonstrate viable and positive macro-micro links for PA.

5.3:


THE WAY FORWARD FOR UNDP AND PARTNERS

The newly emerging PA efforts in Nepal are directed to both the supply and demand aspects of the problem. On the supply side, i.e. with regard to macro-level policy-makers, the key factors are an insufficient understanding of the complex micro-level processes; dominance of macro (standard, generalized) approaches and mechanisms in addressing micro-level diversities; and rigid institutional structures requiring deep and persistent commitment if they are to be altered. On the demand side, important factors promoting negative macro-micro links based on ‘social-positioning’ are prolonged poverty and powerlessness; fatalism; newly created dependence on charity (social transfers); lack of organization and voice; and lack of recognition and use of the niche of micro entities. 

Decentralization, participation of the poor and mobilizing them are some elements of the new strategies. However, a major concern is that formal decentralization in the context of unequal (socially determined) macro-micro entities may mean providing greater power and discretion to local dominant or macro entities. Hence, identification and promotion of complementarities between local macro and micro entities is an important area for attention. Specific activities and purpose-based alliances involving both the weaker and the more powerful people and groups at local levels offer one potential opportunity, as reflected by group action in water and forest sector interventions in different areas of Nepal.

The context-specific (i.e. meso-level) macro and micro entities have different aspects of disconnect, as shown by the conflicts between them. Though neglected in the past, as mentioned earlier, they are now being at least partially addressed through ‘target focused strategies’. These should include:

· ‘Area focus’ to address the macro-micro links based on spatial location of the groups, such as those in remote, isolated areas. This can be done by supplying infrastructure and other link-based facilities, building local capacities, instituting market links etc.

· ‘Marginal groups’ such as tribal people, women, farm labourers, the ultra-poor etc. are helped through programmes including capacity building, micro-credit, provision of productive endowments and federating their activities. Promotion of their organization and mobilization efforts to promote decentralization and participation-based PA, as attempted in Nepal, is also beneficial.   

· The problems of the victims and winners of the development process is yet another key challenge, partly because the macro policy-level stakeholders treat the winners (and their enterprises) as key to development. A few such stakeholders (winners) represent the process of the transformation of the poor into the less poor or the neo rich. In fact, once the poor gain capabilities many of them are co-opted by the top macro-level stakeholders to promote their own development strategies. On the other hand, the victims of change, who suffer most, are not well organized, despite NGO advocacy of their cause. Besides, their plea for restoration of their past situation or to stop the process that is accentuating their deprivation is regarded as an obstacle to national development, as perceived by macro-level policy-makers and others not directly adversely affected by the change. Rehabilitation and re-organization with new productive endowments (as tried in some cases) is an option for handling problems of micro entities harmed by the creation of development processes based solely on the macro perspective.

· Related are the limits of decentralization and participation-based approaches to reduce the macro-micro disconnect. These limits are rooted in macro-economic policies and processes, as manifested by state responses to globalization, economic stability, foreign aid etc. Incorporation of micro concerns in such processes has not yet been addressed.

By way of recapitulating the major issues and their implications, highlighted in the preceding discussion, the following may be stated:

· To enhance the impact of PA strategies in Nepal it will be essential to address the basic constraining factors (e.g. ‘unchanged poverty fundamentals’, ‘geographical and socio-economic specifics’ etc.). A clear idea of doable options for addressing them through focused research could be a helpful initial step.

· The new people-centred initiatives based on decentralization and participation need promotion and upscaling through sustained effort and collaboration with different donors, NGOs etc.

· A comparative examination of these programmes in different areas could help in identifying the key steps needed to upscale them in diverse contexts in Nepal. This could also help in better understanding and amending the functioning of macro-micro-links.

· Local capacity building to sustain the people-centred poverty alleviation efforts should get high priority.

· The two relatively innovative components of people-centred programmes, namely (a) enhancing the information linkages between macro and micro stakeholders and, (b) enhancing alliances between macro and micro stakeholders need focused work to be fully operationalized and mainstreamed.

With regard to UNDP’s specific contributions to bring about a new paradigm shift to address the ‘poverty phenomenon’ it can be noted that UNDP has been playing a key role in the above mentioned programmes in two ways: by providing financial support and infrastructure facilities; and by promoting messages of success stories through focused interaction, exchange visits and the establishment of training facilities for the key actors in the change process. It also helps in upscaling the new approach through interaction with decision-makers. In some sense, UNDP’s contribution is inseparable from the progress of the above mentioned initiatives both in terms of (a) reorientation of PA strategies through the recognition and building of positive macro- micro links and, (b) demonstration of the practicability and usability of change processes.

Although a few other donors are participating in this change process directly, or by co-funding UNDP-initiated activities, UNDP has some comparative advantages here that emerge from the following:

Unlike rich donors such as the World Bank, the Asian Development Bank and a few bilateral groups, UNDP is treated as a non-threatening, non-imposing agency by the government and different development agencies.

UNDP has greater inter-country experience on specific aspects of PA as well as a greater institutional memory (due to the longer tenure and in-country exposure of its staff). These enhance its ability to design and extend PA input in Nepal.  

As a principal promoter of a paradigm shift in the ‘poverty assessment approach’ and as a partner in operationalizing the new concepts through participatory decentralized development interventions, UNDP has addressed two key factors underlying the ineffectiveness of past PA strategies, along with other structural features of PA interventions. These are the ‘top down approach’ and the ‘supply side focus’. Changes in these may go a long way in altering the development culture in Nepal and in South Asia in general.

However it may also be stated that UNDP’s work (particularly in upscaling successes) is constrained by a lack of sufficient resources and other political economy considerations.

In summary it can be said that the whole subject of macro-micro links needs focused work in the context of (a) poverty alleviation strategies; (b) promotion of people-centred initiatives and, (c) macro-economic policies and processes promoted under the rapidly globalizing situation.

CHAPTER 6:
ASSESSMENT OF THE SITUATION IN SRI LANKA

6.1:


THE DEVELOPMENT CONTEXT 

THE POLITICAL AND ECONOMIC SITUATION AND ITS LINKAGES TO POVERTY

According to Lewis-Fei-Ranis (see Todaro, 1985) the economy and society of Sri Lanka can be seen to be split and running on two tracks along the lines of  a ‘techno-socio-economic dualism.’ This dualism in the structure, arising from technological, sociological and economic factors, is reflected in the following dichotomies between the two sectors, being (a) the formal organized Modern Market Oriented/ Industrial/ Urban and, (b) the small scale Farming/ informal unorganized Traditional/ Subsistence Oriented/ Non-farm/ Rural activities.

The dichotomy between the two sectors arises from differences in forms and procedures, the level of technology, attitudes and behaviour patterns, modes of production, sectoral structure of production, culture and lifestyle. From this dichotomy ‘barriers of dualism’ arise that prevent the linking of the ‘informal’ sector’s development needs with the abundant resources found in the ‘formal’ sector. For example, due to its advanced, technology-based high productivity there is accumulation in the formal sector in terms of capital and bank liquidity.  The informal sector, which is in great deficit precisely in these resources, cannot gain access to them because of the barriers of the formal sector’s lending procedures, with which they cannot comply. The formal sector also believes that investing in and lending to the informal sector carries high risks, associated with its low productivity. The public sector services/resources available from the formal sector, to which people have a right to stake a claim, are obstructed from flowing into the informal sector due to the barriers. These include lack of information, local power structures and the people’s lack of sufficient empowerment to cut through bureaucratic inflexibilities. Barriers in the form of lack of technology to produce goods of the right quality and marketing intelligence prevent the linking of informal sector production to the very wide markets in the formal sector.  

The macro policies of allocating more resources for welfare induced population expansion, which ate up still more resources, left less for investment. Hence, neither the rural agricultural sector nor the modern non-agricultural sector could expand sufficiently to absorb the growing rural labour force and that resulted in a labour surplus in the rural sector. Excess labour squeezed out from rural agriculture had no option but to resort to survival strategies, last resort activities of a residual nature in farming and non-farming and other distress adaptations characterized by low productivity and low income. This is the process of ‘structural impoverishment.’  (Hewavitharana, 1989.) 

Structural impoverishment cannot be conquered by attacking symptomatic poverty, as has been the approach of most poverty alleviation and rural development programmes. The onslaught against it has to alter the structural parameters of poverty on the basis of a ‘Grand Strategy’ that activates five critical variables simultaneously – Credit/Finance, Technology, Skills Development, Management and Marketing. The activation of these variables can be conceptualized to take place on the basis of the linkages between and among the micro, meso and macro levels of development. At the micro level, where the real drama is enacted, social mobilization-based processes can empower the poor to break through the barriers of dualism to access the resources required to activate the first four variables (credit, technology, skills and management) and to strategize the fifth variable into a scheme for penetrative marketing. But the scope for social mobilization-based efforts in activating the variables is limited and the effort cannot be sustained without a conducive macro environment. Processes at the meso level will activate the variables on a much larger scale by harnessing the private sector. This will mount a sub-national version of the ‘Grand Strategy’ to attack structural poverty, whilst creating a favourable regional-level environment for the sustainability of the social mobilization processes. Sub-national efforts in turn will be neither sustainable nor successful unless the ‘Grand Strategy’ at the macro level begins to activate the five variables on a national level and, in a holistic manner. 

6.2:
THE CONTRIBUTIONS OF UNDP & PARTNER SUPPORTED INITIATIVES TO POVERTY ALLEVIATION IN THE CONTEXT OF LINKING MICRO-MESO-MACRO LEVEL ACTIVITIES

THE MACRO-MICRO SCENARIO

Macro to Micro Obstacles/Barriers to Governance, Partnerships and Empowerment

Although the open economy policy advocated a rolling back of the State, what took place after devolution and decentralization was a massive increase in the number of politicians at different levels and an increase at an exponential rate of interventions by politicians in every sphere of activity. Drastic changes have occurred in the power relations among the members of society under the political culture of patronage and revenge and the associated ‘political tribalism.’ From this arose a new breed of poor, ‘politically marginalized poor,’ implying those among the poor who are not aligned with the party in power and have difficulties in accessing benefits from public sector resources/services, including poverty alleviation programmes. In this we see a strong negative factor that goes against every form of empowerment that is being generated among the poor. This heavy concentration of power in the hands of politicians, as against a democratic practice of distribution and decentralization, has caused ‘bad’ governance and dis-empowerment. Following are a few examples/obstacles faced at micro-micro intercept (the discussion concentrates on UNDP supported projects):

Government’s ‘Area Based Growth with Equity Programme’ (ABGEP) efforts to get provincial planning done in the province of Uva failed to make headway. The provincial councils (PC) did not get involved as the central focal point of ABGEP and this in fact became a source of concern to several provincial implementing agencies. Development according to objective criteria worked out in a plan does not get prioritized by PCs, which favour resource allocation based on political considerations. 

The bureaucratic culture that blocked SAPAP’s efforts to evolve an integrated poverty reduction strategy by setting up a Divisional Coordinating Committee has to be counted as an ‘empowerment barrier’. ABGEP, too, developed new techniques to institute Divisional planning but could not go far enough even to them tested. The ‘Programme for Catalytic Initiatives’ (PCI), in continuing SAPAP’s work in creating linkages, reports obstacles arising from the ‘project syndrome’ that has been inculcated in government officials by programmes like Samurdhi (a national welfare programme) that operate on the basis of handouts. This blockage at the Divisional level obstructs the efficient flow of resources from meso to micro and also impedes micro to macro policy influencing. The clearing of this impediment, which is associated with ‘bad’ governance, must await the decentralization of the PRS-Agenda to the Divisional level.

SAPAP is non-political, distributes no handouts and works with a slim staff and volunteers on the catalytic ‘hard approach’ that preaches social mobilization, development partnership and participatory development. ‘Samurdhi’, on the other hand, is an instrument of the State, formed by the government that works with a huge government-paid full-time cadre of over 30,000. Its staff members are political selectees, chosen for jobs with a political orientation, who work on a political agenda to mobilize support for the incumbent government by helping the poor through the ‘soft approach’ of providing micro-finance and income transfers. PCI, in trying to restructure/reform Samurdhi, complains of two problems obstructing its work: (a) the ‘dependency syndrome’ created by Samurdhi’s assistance approach, which has resulted in confusion and distraction in the minds of the people; and (b) the difficulty in working with Samurdhi personnel with their ‘official’ mentality, as opposed to the open mindset of volunteers. Rivalries between Samurdhi and SAPAP in their competition to alleviate poverty and, to empower, actually end up disempowering the poor. Thus, owing to Samurdhi’s competition from a dominant position, only a few SAPAP VDPs were able to succeed. (The Poverty Reduction Strategy Agenda proposes a depoliticization of Samurdhi welfare; halving the cadre; planning of enterprises and infrastructure with community participation; and linking Samurdhi banks with commercial banks.)

The Committee of Agents and Beneficiaries of Poverty Alleviation Programmes at District Level (CABPAD) was set up in the Nuwara Eliya District (under the SAARC Seven Sisters Programme) to coordinate all poverty alleviation programmes in the District with the participation of the beneficiaries. Its demise after four sittings has been attributed to Samurdhi using its dominant position to have resources allocated to its own unsuccessful projects for marketing infrastructures. Had it not been for this, CABPAD could have evolved as an effective micro-meso-macro linkage for policy influencing and a mechanism for integrated planning at District level for poverty alleviation.

AN OVERVIEW OF THE PROGRAMMES DISCUSSED

These initiatives, which are termed as ‘programmes’ will be referred to as ‘processes’ in this study for two reasons. In their very nature interventions are process-oriented, meaning that they evolve through practical applications and are not blueprint programmes. This study is about linkages between and among micro, meso and macro levels and as such the concept of process, implying flow or motion, is better suited to studying the linkages, conduits and filters involved and the possible telescoping of the interventions into each other.  

SAPAP depicts a ‘micro-level attack on poverty through target-group approach’. It is implemented in three Divisions of the District of Nuwara Eliya, The process is propelled by a number of converging sub-processes, viz. socially mobilizing the poor together with their own resources; participatory planning of village investments; forging linkages with the public sector and other non-market resource/service providers and obtaining resources in a demand-driven manner; forging linkages with various markets for sale of the output; and, aided by these two sets of linkages, developing micro enterprises and creating productive physical infrastructure supportive of enterprises and human resources development. It is the closest thing to an ‘autonomous development’ process. The ‘SAPAP Process at Work’ is depicted in a thematic diagram in Annex A.

SAPAP is informed by a holistic vision of eradicating poverty, evolved at the SAARC Summit in 1993. In this vision SAPAP as a grass-roots-level initiative can flourish and will be sustainable only in a pro-poor macro policy environment where priority is given to an agenda for poverty alleviation. Given such an agenda, SAPAP will be the organization linking it with the poor at the grass-roots level. Now that such a pro-poor macro-level policy and agenda have been formulated, SAPAP has every prospect of situating itself within it.

The Area-Based Growth With Equity Programme (ABGEP) is implemented in the Province of Uva, a marginal and one of the poorest provinces in Sri Lanka. It takes a pilot testing approach to foster broad-based, private sector-led economic growth with equity so as to create a sufficiently strong and sustainable economic basis for lifting the poor permanently out of poverty. Its interventions are guided by two objectives which, through their interactions, can produce synergistic effects. The first is expansion and diversification of economic opportunities to increase employment and income. This follows the model of private sector-led regional development, which requires stimulation of private sector initiatives to achieve higher levels of productivity and production and market the output on the best terms possible. The second is to develop functional capacities in the participating public sector agencies, with the aim of strengthening the provision of resources and services from that sector on the basis of better governance.

ABGEP, from its meso-level position, can work through linkages with both the local and national levels to tap regional capacities, while in its decentralized setting it can work through partnerships with decentralized government agencies, the Chamber of Commerce, NGOs, CBOs and the private sector for regional development. Its equity objective is not strategized as such, but distribution of benefits and poverty alleviation are expected to result as a matter of course from the creation of employment in one of the poorest provinces. 

Framework for Poverty Reduction (FPR) & draft Poverty Reduction Strategy and Agenda (PRS): On the theme ‘Connecting to Growth’ the PRS operationalizes the policies and strategies identified in the FPR, incorporating inputs from a wide consultative process. The processes’ strategic thrusts are (a) building a macro economy supportive of pro-poor growth through policy reforms in the areas of fiscal management, taxation, trade and investment and the financial and power sectors; (b) creating opportunities for the poor to participate in growth by connecting poor regions to dynamic markets, revitalizing rural development, raising productivity in agriculture, fostering SMEs and integrating poverty reduction in sectoral policies; (c) human resources development with a focus on equitable distribution; (d) empowering the poor by making decentralization complete and giving local government bodies effective roles; promoting community participation in resource management and linking micro finance institutions with larger financial institutions and, (e) strengthening governance by transforming public services into effective service/resource providers for pro-poor growth at all levels.

The Programme of Catalytic Initiatives for Social and Economic Empowerment of the Poor  (PCI) implemented in 15 locations within nine districts. PCI carries out a number of catalytic and process-oriented functions through demonstrations, correcting weaknesses in the SAPAP process and further strengthening it, replicating success stories and disseminating information. Its function is to ensure a continuation and the sustainability of UNDP-supported poverty alleviation initiatives by building on the micro-level pilot initiatives. Lessons from experiences from grass-roots-level and meso-level interventions and its own action research findings are used to improve the performance of the national poverty alleviation programme, Samurdhi, with which it works closely. Feedback from all of these experiences is sent up to PRS to use in improving its agenda. 

The concerns of the PCI is the sustainability of CBOs; sustainability of linkages for accessing funds, services and markets; establishment of partnerships for poverty eradication; participatory monitoring and evaluation; and influencing pro-poor policy through a bottom-up process.

THE ANALYSES OF THE INITIATIVES

The model of ‘SAPAP at Work’ is used to analyse in detail the strategies adopted to develop micro enterprises with supportive Productive Physical Infrastructure (PPI) in the context of two-way macro-micro linkages. The social mobilization process as applied through SAPAP will function as a ‘conduit’ for the discussion, interlinked with the ABGEP, PCI programmes and the FPR/PRS-Agenda were applicable. These different processes are arranged under three key themes and five key variables in the attack on structural poverty. This makes it possible to study the micro-meso-macro linkages running through them upstream and downstream and to assess the multi-level efforts to overcome ‘barriers of techno-socio-economic dualism, in attacking structural poverty. The ways in which macro-micro obstacles/barriers to governance, partnerships and empowerment affect the interventions and, how these can be overcome with help from the conducive macro-level PRS-Agenda and restructured the partnerships, are analysed and assessed.

The SAPAP process in Sri Lanka

The following discussion does not address the process of group formation per se, but concentrates on SAPAP’s lessons with respect to (a) the mobilization/access to public sector/non-market resources and services, as well as (b) issues related to the goal of ‘mainstreaming’ the poor with the market economy. 

With respect to access to resources and services macro-micro filters of resource flows are blocked for the poor. Acting individually, the accessing of resources has to be by forging direct linkages between the CBOs, Integrated Support Organizations and the resource/service providers in the public and other non-market sectors. SAPAP, using its recognition and the status it enjoyed, was able to play a catalytic role in forging more than 30 linkages with service/resource providers to bring to the poor the new technologies and skills training they demand for their MEs and Productive Physical Infrastructure (PPIs). These linkages then are not supply-driven but demand-driven, which implies a very long step towards empowerment. The linkages forged with different resource/service providers are examined below:

· Due to the policy of budgetary and fiscal restraint, funding has declined in several R&D institutes, particularly in the crop and livestock sectors. Expenditure in the entire agricultural research sector declined in real terms. Past R&D in paddy has paid dividends and the level of technology in that sub-sector is high. Non-rice crops and horticulture in particular could rise to higher productivity levels, given sufficiently funded R&D. It is not that new technology capable of transforming agriculture is unavailable in agricultural research institutes. Rather, due to lack of financial facilities, suitable marketing infrastructure and other supporting facilities the adoption of the technologies cannot take place.  (Pussedeniya, 2002.)

Identification of the types of technologies needed is done by SAPAP in two stages. The initial identification is made by SAPAP staff, based on their own knowledge, with help from local expertise. Ideas are examined at planning sessions at village level, where a more refined identification and prioritization takes place taking into account local climatic factors, land use patterns and marketing conditions. This in effect is a demand-driven process for linking with technology, which is bound to be far more successful than the usual supply-driven process. The non-utilization of available technology due to the constraints mentioned above was overcome by supporting the technology that had been obtained through linkages with a package that included financing and marketing.  

SAPAP further intended to fill gaps in the availability of technology by making arrangements to obtain from other countries, technology for production of seed for carrot, leeks, beets etc. There is evidence of micro-macro policy influence here that began with grass-roots-level participatory planning; the FPR contains a policy to promote adaptive research and production based on borrowed technology while easing restrictions on the import of seed and planting materials.

· Certain macro policies have virtually severed the research-extension linkage, causing a serious hiatus in its operations. Fiscal restraint and cutbacks in recurrent expenditure reduced the field-level personnel available for agricultural extension work. The problem was aggravated, resulting in confusion and chaos, when the subject of agricultural extension was devolved and the large cadre of 2,500 extension workers was transferred to Provincial Councils (PCs). (Pussedeniya op.cit.) This substantially compromised the country’s capacity to induce technological innovations at farmer level. It is not difficult to imagine how the gap between research station findings and farm yields, which has been an endemic problem, could have worsened under these circumstances. However the support organizations did their best to ensure timely delivery of extension services, even covering costs where extension officers were constrained by lack of a travel budget. 

· A recent field study in the Central Province, where the SAPAP project is situated, reveals that those engaged in handicrafts are averse to adopting modern methods and technologies. Their preference is to stick to conventional methods and resist change in order to minimize risk. Also, available raw materials could not be used to add value because there were no channels to obtain the know-how needed for processing. (Weerasekara, 2001.) While this is the case on the demand side, on the supply side the public sector facilities available for training and skill development remain inadequately or inappropriately utilized, implying a waste of resources and ‘bad’ governance.

The procedure adopted by CBOs and integrated support organizations for identifying who needs what training and skills, for what purpose and through what linkages amounts to a frontal attack on this complex problem. Initially, SAPAP staff identified the training needs assisted by local expertise. Subsequently, the VDP sessions, which identified and prioritized the income generating activities, MEs and PPIs to be implemented, also identified in an integrated manner, the technologies, training and skills development needed for their implementation.

Other linkages forged to put together a supportive package that included credit, technologies and marketing ensured that the beneficiaries would actually use the skills acquired for productive purposes. 80% of all the trained persons are using their skills. This contrasts with decades of long experience of high proportions of the beneficiaries of supply-driven training programmes not being able to use their skills for income-earning purposes. 

Technical skills are integrated with the planning of PPIs through the VDP itself, where village youth are recruited and given on-the-job training in PPI construction by skilled personnel from within the community. This is one of the most cost-effective ways of turning out a cadre of ‘village technical assistants to cater to local technical needs.

Since the planning of PPIs as well as MEs takes place through the same process, the PPIs that are complementary to the success of MEs naturally get prioritized. There is thus integration of PPIs with MEs, together with related training and skills development. It is not practical to implement the PPIs with resources raised solely from households and the community. Hence, these resources are combined with resources raised from outside sources through linkages forged with (a) the Decentralized Capital Budget (e.g. co-funding  for water supply and village irrigation projects); (b) the National Housing Development Authority; (c) the Samurdhi for project start-up assistance; (d) the Sanasa for assistance in human resources development and, (e) SAPAP as seed capital.

· Field studies have highlighted the fact that the inadequacy of access roads has impeded production and trade by raising the level of the transport cost of raw materials and by reducing the competitiveness of vegetables and other perishable products produced in the interior and marketed in distant centres. (Weerasekara op. cit.) The priority given to access roads in the ‘portfolio of opportunities’ that emerged from the VDP process has in fact proved to be of instrumental value against the above background. 

Thus, when an access road was constructed with people’s participation in an area where production and trade had suffered for decades due to the lack of such a road, results were very positive. Production and marketing of vegetables and other agricultural produce expanded, rural business increased and better linkages could be forged with the government’s line agencies. 

· It cannot be denied that a forging of linkages with each agency separately brought in resources. But had the functions and resources of the various agencies been coordinated it would have enhanced the efficiency of delivery (cutting through red tape) and, more importantly, enabled the building of an integrated poverty reduction strategy for the Division on the basis of resources pooled from various pro-poor programmes. SAPAP attempted to achieve this by promoting a Divisional Coordinating Committee, but this committee failed to function due to resistance, attributed to certain behavioural factors entrenched in the country’s bureaucratic culture. 

When the total amount of funds coming into a Division from the macro level came to be estimated at an annual Rs.500 million, it became clear that the main issue in poverty alleviation is not a lack of resources. Rather, it is a blockage in the macro-micro filter that takes the form of a lack of commitment to coordinate the available resources for poverty reduction. The clearing of this blockage must await the decentralization of the FPR/PRS-Agenda to the Divisional level.   

· UNDP seed capital, which in principle should be recovered but cannot be because there is no levying of service charges from the users, was used for funding certain PPIs. The proper sources for such irrecoverable funds are the Pradeshiya Sabha (PSs), which are vital links in macro to micro resource flows. A well functioning PS would articulate the concerns of the poor and see to it that service providers serve the poor without transaction costs. But PSs malfunction. As they are caught up in the pervasive political culture of revenge and patronage their infrastructure development priorities are determined by considerations of political and personal gain rather then by the principles of good governance that would make them accountable to their poverty-stricken constituents. In the rural political economy thus fashioned, it was the CBOs empowered not by elections but by social mobilization that had to be engaged in the task of forging in Framework II, the linkages empowering the poor to access resources originating at the macro level.   

It can be maintained that the forging of appropriate linkages made the line agencies change their service delivery systems and become more responsive to the needs of the community. Also, forging linkages with line agency resources, which are usually under-utilized or inappropriately used, helped to improve governance by enhancing the utilization of resources and making the institutions more accountable to their users. By Sri Lankan standards, taking into account the country’s bureaucratic culture, the linkages engineered in Framework II can be seen as achievements, particularly in view of the zero (no bribery) transaction cost it took to forge them. These achievements resulted from the efforts of a small number of CBO/ISO staff who were energetic and motivated in pursuing their task. Yet cognisance must be taken of the fact that they had the backing of the status and prestige of the UNDP-supported SAPAP, which implies that replicability can be conditional.

The co-funding by the Decentralized Capital Budget of a few community water supply and irrigation schemes was arranged not at the level of the Division, but at local  level, where the PPI proposals were finalized in the presence of local politicians and other interest groups. The very impressiveness of the participatory planning and community contributions inspired the politicians enough to make them volunteer to extend co-funding under the decentralised budget. This taming of the politicians to get them to co-fund under the moral pressure of participatory planning at village level can be counted as an improvement in governance.                           

With respect to the accessibility of market for the poor different markets will be examined, looking at the supply side and the demand side of each market is considered separately. The analysis will also focus on the macro-micro linkage effects on the different markets while also paying attention to any conditioning effects of such linkages that have a bearing on the poor’s opportunities to access and become incorporated within them.

· In a dynamic setting, as enterprises grow and expand, not only the volume of loans but also their size has to increase in proportion. This is a challenge that has to be met by an expansion of the supply side.

A macro-micro linkage effect to be noted here is that the high interest rate policy associated with stabilization and deficit financing policies puts a damper on the demand for credit from MEs. This is a disincentive for MEs, which normally face high degrees of uncertainty and risk.

· The strengthening of the credit market’s supply side on the basis of saving-lending, which is integral to social mobilization, proved to be an uphill task. Due to loan forgiveness for political reasons a default-prone credit culture had come into being. The depressing effect on voluntary savings of the consumption demonstration effect, which widely affects the poorer classes, should also be taken into account. Even so, CBOs and the integrated support organizations were able to facilitate the building up of a credit culture where none had existed.  From a micro-macro perspective, the inculcation of the savings habit links up with the macro policy of economic growth through saving-investment-capital formation and with the policy of savings-induced stabilization without which sustained growth is not possible.

SAPAP’s attempts to incorporate the poor with the credit market met with only limited success. The following can be seen in the chain of causation behind his experience:  (a) the savings that could be mobilized proved to be inadequate due to failure to have developed a diversity of voluntary savings products tailor-made to meet specific household/family needs; (b) while savings mobilization thus remained weak, the lending that was embarked upon was on a highly liberalized footing. It lacked the usual savings pre-conditions, did not limit loans in proportion to savings and gave loans on liberal terms even to first-time borrowers inexperienced in financial management; (c) since lending based on savings alone proved to be inadequate, seed capital from UNDP was used to create credit on the basis of a revolving fund and, (d) even with such externally generated credit, which itself raises issues about sustainability and replicability, the lending continued to be highly liberalized without the usual inducements for early repayment.

The end result was a low repayment rate, below 90 per cent as compared to the 98 per cent that would facilitate sustainability. With such a low repayment rate it was difficult to forge linkages with commercial banks for a graduation of the clientele into the formal sector. In the end, a linkage between the poor and the banks was artificially forged by using the state banks as the banks for the project by depositing large amounts of project money with them and, by using SAPAP’s status and recognition to influence the banks to lend to members. This raises issues of replicability and sustainability and it can be said that this mode of incorporating the poor with the formal credit market remains one that has to face the test of time. Still, it is an achievement of SAPAP to have severed the poor from the oppressive moneylenders of the informal credit market and integrated them with the institutional credit market. This is  evidenced by the fact that as many as 95 per cent of  the credit programme’s beneficiaries had never before had access to institutional credit.         

· With micro enterprises it is often difficult to distinguish between a market for credit and a market for capital. Yet the concept of a capital market needs to come into the analysis because of the role to be played by accumulation in a process of dynamic vertical expansion on the IGA/ME/small enterprises continuum, as well as horizontal expansion, both of which are necessary to build up a critical mass of micro/small enterprises in the rural sector.

The diversity observed in the MEs is a reflection of the widening of the ‘portfolio of opportunities’ that takes place through the local level planning process. Such diversification of enterprises stimulates an increase in the demand for investment capital, which in turn would impart a degree of dynamism to rural capital resources, which are more or less stagnating. With diversification of enterprises there will be a diversification of the rural economy and in turn a build up of a critical mass of entrepreneurs in the rural sector. The formation of small companies for MEs could catalyze an institutional demand for capital and thereby further widen the capital market.  

Savings-based lending combined with lending from seed capital will strengthen the supply side. The aim should be to network the micro-finance institutions so that aggregated savings-based lending can become a larger force on the supply side of the market and result in a greater integration of the poor with the capital market. This is a task to be carried forward by the PCI.

The open market policies of privatization, encouragement for out migration and urban development have direct and indirect linkage effects on both the demand and the supply sides of the Skilled/Semi-Skilled Labour Market. 

· The skills resulting from the various training programmes in Framework II enhance the supply of skilled/semi-skilled labour. The identification of the skills and the training required was integrated with the identification and prioritization of MEs and PPIs through VDP sessions. The successful entry of skills training through this process to the market, directly or indirectly, is evidenced by the fact that 80 per cent of those trained are using their skills. Evidently, the identification of skills to be developed has been very accurate in matching supply with demand in certain areas. One hundred per cent of those trained in driving, masonry and carpentry have been able to secure wage employment. The demand for drivers swelled with the phenomenal increase in the importation of vehicles that was a consequence of the liberalization policy, together with the policy of the privatization of road passenger transport services. Out-migration of labour and urbanization, both of which were stimulated by structural adjustment policies, created the demand that made possible wage employment for all the skilled labour in masonry and carpentry trained and supplied to the market. The quantity of skilled labour supplied through training is also significant in terms of incorporating the poor within the skilled/semi-skilled labour market. Thus, looking at the skills in which the largest numbers of labourers were trained, ranging from 350 to 650, it is seen that their utilization rates are also at relatively high levels, ranging from 72 per cent to 83 per cent.  

While training in skills for self-employment is an effective way of incorporating the ‘enterprising poor’ (at the top 10 per cent of the poverty pyramid) within the skilled labour market, training in skills for wage employment is preferred by the ‘coping poor’ and also suits them more. Moreover, the market for wage labour shows buoyancy for certain skills, as evidenced above. Further supporting evidence comes from the fact that the village technical assistants who were trained to join the rural labour market were soon able to shift to the urban labour market.

A lesson from the micro to the macro from the PCI to the FPR/PRS-Agenda is that arrangements need to be made for training skills for wage employment as this is an effective way to incorporate the ‘coping poor’ within the skilled labour market. 

· Incorporating the poor within output markets remains a difficult task, as the following examples show: Smallholders’ and poor man’s subsidiary and other food crops, have suffered under the impact of macro policies of trade liberalization and de-subsidization. Crops such as chillies, onions and potatoes, as well as fruits, could not face competition from cheap imports from India. This was due to the high cost of labour, which is about twice that of India, and the high cost of imported fertilizer, now without subsidies and having risen in price due to the floating of the Rupee. Restrictions on imports were imposed later due to political pressure but these are to be abolished under the Uruguay Round Agreement in Agriculture. (Pussedeniya, op.cit.) A temporary waiver has been requested until these crops become competitive through adoption of technology. Current policy is that the import of these items will be liberalized. Subsidiary crops, which are really the poor man’s crops grown on chena and home gardens (coarse grains, legumes, condiments, oil seed, root crops) had a good market when imports were banned and fertilizer was subsidized. With trade liberalization, reduction of subsidies and the cutting down of extension services, this sub-sector has declined. On the whole, food crops have never fully adjusted to the open market economy.

With the liberalization policy many cottage/craft/small industries that had flourished under protection suffered a slow demise. (Hewavitharana, 1986.) Many rural non-farm activities continued to exist in the ‘poverty niche’ markets into which they had been pushed by the historical pincer movement: labour becoming surplus to agriculture but not getting absorbed by the non-agricultural sector. (Hewavitharana, 1989.) Today the market situation is such that the output of cottage craft/small industries is up against mass-produced, low cost, better quality, formal sector-produced or imported items. 

The policy of an open economy, while challenging and affecting some markets, can create other markets and open up other opportunities. Liberalization policies resulted in urbanization, expansion of the middle class and changes in consumption patterns and lifestyles. This in turn has opened up opportunities for production and marketing for those who have skilfully hitched on to the emerging new demand patterns. Designing of appropriate products, marketing intelligence and innovative marketing strategies can enable the poor to exploit these hidden potentials. The incentives offered for certain specific exportable items under the export promotion policy can be exploited to enable the poor to become incorporated in the lucrative export markets.   

· SAPAP’s Preparatory Work for Forging Linkages for the Poor with Markets. Not having market information and access to markets is the greatest problem for micro entrepreneurs even when capital is available. (Weerasekara, op. cit.) SAPAP adopted a pioneering innovative approach for linking micro entrepreneurs to a sustainable marketing system and thereby brought about new dimensions to the produce of the poor, new prospects for incorporating them with markets and a transformation of farmers and micro industrialists into entrepreneurs. An Enterprise Development Centre was set up to forge sustainable linkages between MEs and the different markets. Its in-house rule was to introduce and develop only those MEs that would face ready market demand and have assured markets. A workshop on contractual marketing was conducted towards making this practicable. CBO officers were given training in analytical skills to identify assured markets and a series of market demand studies were conducted. While CBO/support organization officers developed their experiences and skills in forging/using market linkages, other members of these groups were exposed to such knowledge and experiences through the VDP sessions that integrated project identification with marketing strategies.

Specific strategies undertaken as follows:

Identify the gaps in the existing local market; develop local products to supplement existing production;
 create local sales outlets for some products and provide delivery by own transport facility for some others.

Investigate opportunities for distant/urban markets, identify products 
 having competitive advantage and develop access to markets. Gaining access to such markets depends on the ability to introduce new products, designs and packaging as conventional products would fail to capture these markets effectively. The fact that access roads, as constructed under PPI, facilitate rural marketing comes out clearly when seen against the problem of reaching out to distant or urban markets. Inadequacy of motorable roads inhibits the transport of products, especially perishable ones like vegetables produced by the spatially marginalized poor for distant markets. When alternative methods of transport are used, costs rise and products perish, rendering them less competitive in urban markets.

To forge linkages with national advanced sophisticated markets introduce new technologies to improve quality and new packaging to make local products acceptable to more advanced markets, e.g. kithul jaggery in slab form and bottled kithul treacle. These products were able to penetrate the Colombo market through supermarket chains. The main strategy adopted was to select the most viable MEs and assist then in entering into contractual arrangements with large-scale companies and supermarkets at the national level for the supply of selected products. Targets were set for selected MEs to improve their marketing by entering into sales contracts with supermarkets. The products that were included in contractual sales, like the two mentioned above, handmade paper and leather ware, are those that face no competition from overseas and little or no competition within the country. The other products that fit in with the newly emerging demand patterns are packaged broiler chickens, yoghurt cups, mineral water bottles and up-country vegetables and fruits. The latter products were channelled through the Dept. of Agriculture. This marketing strategy benefited not just a few but large numbers of producers. In Kothmale Division alone there were 352 entrepreneurs whose products were sold in supermarkets. (Khan, 28-11-2001.) Such incorporation of the poor with the supermarket system has never before been realized.

The affluent niche market for sophisticated products, another opportunity created by open market policy-induced socio-economic changes, was approached through supermarkets. Contractual arrangements were made for the delivery of handmade paper and leather products. These are free of competition from imports. As noted above, the poor had been driven into ‘poverty niche markets’ where they were producing items of low quality with low productivity. Now the opportunity has arisen for them to get out of such markets and move into ‘affluent niche markets’ with high-quality, high-productivity products.

Fulfilling contractual deliveries on time and ensuring the right quality cannot be done on the basis of individual small producers acting independently. The seller must match the standards at which the buyer buys so that the responsibility can be discharged with no breach of trust. Hence a vital part of the contractual marketing strategy is to organize the producers into groups or companies. Thus, to execute contractual marketing, small companies and group enterprises were formed as either CBO-owned or people’s companies. The formation of small companies and group enterprises for ME development driven by market forces is another of SAPAP’s pioneering innovations.  

The control of middlemen over trade in perishable items like vegetables is common because here a large number of small independent producers is trying to sell perishable commodities in frantic competition with each other. They have no bargaining power, but if they were formed into groups they could bypass the middlemen, supplying their products to urban and wholesale markets directly and consequently obtaining better prices. Thus, the Farmers’ Companies and Group Enterprises that were formed for the cultivation of vegetables were able to organize direct sales to markets free of middlemen’s control. The newly constructed access roads proved to be of help here because lorries could come to the villages to collect the vegetables. There evidently has been micro to macro policy influence along these lines because the FPR/PRS-Agenda devotes attention to the marketing of farm products.  

Farmers’ Companies and Group Enterprises were able to access foreign markets on the basis of contractual marketing arrangements with exporting firms. An arrangement was negotiated for packaged food and dehydrated vegetables using new technologies.  It is to be noted that the export of dehydrated vegetables, which fall into the category of non-traditional agricultural products, is given special incentives under the structural adjustment policy of export promotion. Exporters of this category of items are entitled to a package of incentives, including a grant from the Export Development Board of up to three per cent of the f.o.b. value during the first year, refinancing facilities from the Central Bank and exemption from income tax. (Pussedeniya, op. cit.) It is this new opportunity that made it possible for the poor to become incorporated with the very lucrative export markets. A fuller exploitation of this opportunity by obtaining the necessary technology from abroad is a responsibility that has to be discharged by the PCI. 

The marketing of seed produced by MEs was done through a contractual arrangement with a formal sector company. Becoming incorporated with the formal sector input market paved the way for the producers to earn good incomes from this industry. Production of raw materials in home gardens is a good beginning for incorporation with input markets, considering the immense potential that exists for the systematic small-scale production of the raw materials that are much needed by cottage/craft/small industries. Farmers’ Companies were able to make available to their members, agricultural inputs like agro-chemicals, fertilizers and seeds at more reasonable prices and, with timely delivery, by buying them in bulk, eliminating the traders who monopolize local input markets in the process.   

The analysis above demonstrates that it is possible to bring the poor into the mainstream of a development process driven by market forces by enabling them to gain access to different markets and incorporating them within markets, though with varying degrees of success. This can be achieved by skilfully identifying the opportunities that open up in the course of socio-economic changes that take place and by devising appropriate means of exploiting them. The main means of forging linkages are contractual supply arrangements, together with the necessary organization of producers into companies or group enterprises and the construction of access roads. Samurdhi promoted marketing through the ‘hardware’ approach of setting up fairs, stalls etc., many now closed down. In contrast, SAPAP adopted the ‘software’ approach of organizing contractual marketing, group enterprises and small companies. These results are sustainable and replicable with the necessary PCI follow-up action.  

Three primary tasks for attacking structural poverty

For the task of (a) the attainment of sustaining economic growth at an adequately high level to eradicate poverty; (b) social mobilization and building social capital as means of poverty alleviation and, (c) an effective dynamic expansion and growth in the rural sector, the pertaining macro-micro linkages are outlined, with a subsequent brief description of specific past and potential future contributions of the four UNDP supported processes.

· The macro policy has failed to have adequately built up the two critical variables, aggregate savings and investment, which resulted in GDP growth at only four to five per cent. This was too low to have created adequate opportunities for the poor to escape from structural poverty. (A Contradiction in Macro Policy. The effect of the income transfers of Samurdhi on the labour market contradicts the policy of global integration through trade.)

SAPAP inculcated a culture of saving where none existed. It promoted investments in MEs and PPI and formed small companies and group enterprises. SAPAP initiatives widened the rural micro-capital market and imparted a degree of dynamism to otherwise stagnating rural capital resources and thus diversified the local economy. These actions facilitated the emergence of a small group of micro-entrepreneurs that could contribute to building up a critical mass of rural entrepreneurs.

ABGEP facilitated and promoted the private sector to increase regional growth through investments in small enterprises which resulted in diversification of the regional economy. This made it possible for the region to attract investors from outside. Under its support provincial GDP and provincial sectoral output estimates were developed, which are planning tools for maximizing sub-national and overall GDP growth and sub-national and overall sectoral growth.

PCI strengthened micro-capital market and investments in enterprises through negotiations with financial institutions; trained CBOs in micro-capital building and in making investments. The PRS/Agenda proposes moving towards pro-poor GDP growth at seven to eight per cent by reducing fiscal deficit, maintaining price stability and liberalization of trade to enhance global integration. It furthermore advocates liberalizing private sector participation and investment in hitherto restricted/public sector-managed areas, the establishing regional investment zones and the expansion of investments in the power sector to meet demand.       

· Adopted in varying forms in all of the government’s poverty alleviation, rural development and welfare programmes, social mobilization is very much a part of macro policy. (The micro needs to influence macro policy to get social mobilization issues on the PRS-Agenda.) Community based NGOs have been encouraged and used as partner organizations in public programmes. Under pressure of fiscal restraint, peoples’ participation is used as cost-saving means of small-scale physical infrastructure development and this sometimes saves 40-50 per cent of the cost. However, the government’s adoption of a ‘soft approach’ (i.e. an income transfer-dependent, officially driven and politicized form of social mobilization in Samurdhi) contradicts the ‘hard approach’ (i.e. social mobilization that is voluntary and promotes autonomous development as in SAPAP) and obstructs its progress.

SAPAP put in place an independent and nearly autonomous form of social mobilization that is potentially sustainable and replicable. The ABGEP made no direct contribution, but contributed indirectly by supporting community driven micro-enterprises. PCI provided technical training in social mobilization and leadership (social capital) and promoted self-management in CBOs and a decentralized network to better deliver services at the grass-roots level to NGOs/CBOs. Efforts to improve Samurdhi were frustrated by the above contradiction.

· The Trade Liberalization Policy has had adverse effects on the rural economy and poverty conditions. Typically, smallholders’ and poor man’s crops (subsidiary and other food crops) collapsed under the impact of trade liberalization and de-subsidization. With macro policies of income transfers preventing wages from falling to a level competitive with that of India and, the food crop production surviving on borrowed time from the WTO, it can be said that the food crops sub-sector languishes, having never fully adjusted to the open market economy. Many poor man’s industries such as micro/cottage/craft/small industries collapsed with trade liberalization, unable to compete with the mass-produced low-cost products with better consumer appeal flooding the market.

While the rural sector went into depression, the urban sector expanded rapidly under the impact of open economy policies. The terms of trade turned against the rural sector and the dualistic gap between the two sectors widened, buttressing the structural impoverishment process.  

SAPAP adhered to the new concept of market-driven agricultural sector development and started commercialization of agriculture by introducing high value crops and modern and marketable non-farm products for the first time in the area. It provided frameworks for agribusiness by forming small companies and created the needed physical infrastructure.

ABGEP facilitated private sector initiatives to commercialize agriculture by developing agribusiness on the basis of the introduction of a large number of innovative agricultural projects, including new high value crops and activities, e.g. protected agriculture (horticulture), floriculture, fruits, bee keeping, aquaculture (cage culture)and, integrated farming. It founded the Association of Protected Agriculture Farmers and Fish Cooperatives to promote the interests of innovative projects and harnessed the Chamber of Commerce to link small contract growers of passion fruit with a processor. It supported physical infrastructure and projects supportive of economic diversification (i.e. agro-wells, mini-hydro-electric schemes, a strategy for highway development with high-speed mobility, eco-tourism.) ABGEP supported land use planning and facilitated land regularization for encroachments that will pave the way for liberalization of the land market, a pre-requisite for shifting to higher value crops still languishing on the unfinished agenda of the structural reforms policy. 

PCI demonstrated integrated village development, model villages with improved kitchens and  home gardens (a linkage with ABGEP). The FPR/PRS-Agenda aims to revitalize rural development. It proposes to liberalize land markets by enabling freehold titles (a link with ABGEP’s efforts to regularize land encroachments, mentioned above), diversify into high value agricultural commodities, promotes SMEs, transforming the tree crops sector into an engine of growth and to improve the water resources management and rural electrification to promote off-farm employment. 

Activating the five variables of the ‘Grand Strategy’

Similar to the section above the macro-micro linkages for the five variables are outlined, with a subsequent brief description of specific past and potential future, contributions and lessons of the four UNDP supported processes.

· The high interest rate policy affected lending rates and the profitability of enterprises.

SAPAP established a credit culture as it introduced institutional credit for the first time and rescued borrowers from the grips of money lenders. (Weaknesses: inefficient saving and lending management; low repayment rates; grant-based revolving fund credit; enabling access to banks on non-replicable and non-sustainable bases. Strengths: credit supported by a package of measures that enabled its utilization in the enterprise concerned.) 

ABGEP established an Entrepreneur Development Fund, a grant-based revolving fund that provides liquidity to participating banks, to which applications are forwarded after they are subjected to a multi-tier screening process and developed into ‘bankable’ projects. It succeeded in having banks assume default risk.

PCI provided technical training in financial management to CBOs and an insurance scheme for micro-credit set up. CBO activists themselves negotiated micro-capital for enterprises from local and national agencies. A Micro-Finance Network was institutionalized. The FPR/PRS-Agenda envisages a Business Support Fund and long-term lending for SMEs, improvement of commercial bank risk management systems and seed capital grants for CBO interventions with ultra poor. It foresees donors to finance innovative approaches to income generating activities among ultra poor. Micro-credit organizations are encouraged to mobilize savings and to seek finance from official sources, with their operations linked with commercial banks, funding them on a commercial basis.

· The policy of fiscal restraint severely affected R&D capacities and the provision of extension services.

SAPAP forged linkages with public sector and non-market service/resource providers, obtained technologies and technical services in a demand-driven manner and, on the basis of good governance, put them to use in enterprises. It was faced with problem of non-availability in country of seed production technology, made plans to obtain it from abroad.

ABGEP introduced a number of pioneering and innovative technologies such as protected agriculture in tunnels, integrated farming (fish, fruit, crops, poultry), cage culture in tanks, value added technology to reduce post harvest losses, agro-wells/precision irrigation-based cropping. Its strategy was to strengthen the ‘functional capacity’ of the agencies related to the technologies to be introduced (i.e. Dept. of Agriculture, Fisheries and Animal Husbandry). The  Adaptive Agricultural Research and Training Centre for R&D was set up to work on hot climate greenhouses and for transferring this technology, for mobile extension services pertaining to training in quality bee keeping and for mobile clinics for animal husbandry. A synergistic relationship developed between such ‘functional capacity’ strengthening and the facilitation of private sector enterprises.

PCI extended technologies for agro-based products and for cottage industries in CBO enterprises. The FPR/PRS-Agenda envisages a diversification into high value agricultural commodities, to be emphasized in R&D and extension. It proposes to promote adaptive research and production based on borrowed technology and an increase in local government autonomy in agricultural extension and applied research. It aims to ease the restriction on the import of seed and planting material to enable farmers to gain access to world-class agro-technology and to pilot test contracting out of agricultural extension services.  It supports private sector R&D on post-harvest losses, courses on new technology in schools and the establishment of an institute of technological studies. Vocational institutes are to be provided with autonomy. Higher Institute of Applied Technology are to be developed.

· With respect to skills development,

SAPAP provides training in a number of production skills obtained through linkages with public sector agencies and NGOs, training in many production skills and vocations by hiring trainers, cost-effective training of village technical assistants as well as training in skills for wage employment.

ABGEP supports training in pioneering new technologies, e.g. greenhouse management (poly tunnels), cage culture, quality bee keeping, post harvest value-added technology, integrated farming.

PCI concentrates on the demonstration home gardens, communication/information skills. The FPR/PRS-Agenda foresees the establishment of computer training centres in all districts and aims to develop skills required for high value tourism, improve quality of rural education to empower rural youth with skills applicable to employment, reorient rural vocational training to development skills in construction and hospitality and to provide skills development for overseas employment.

· With respect to the Management variable,

SAPAP arranged training in management and accountancy for small-scale entrepreneurs. (Financial management training given to CBO and Zonal bank officers was grossly insufficient for them to perform their tasks.)

ABGEP provided entrepreneurship, management training and functional training. It furthermore supported Business Plans development for enterprises and aimed for improved NGO management.

PCI supported training in financial management and micro capital building for CBOs. Organizational analysis training for CBOs was undertaken and participatory monitoring and evaluation training is given to CBO activists. The FPR/PRS-Agenda proposes to improve water resources management, government finance technical and managerial services for SMEs, a strengthened CBO management of project assets, improved local government financial management capacities, restructured government institutions to focus on small business development and to upgrade agribusiness in tertiary education. There are no proposals relating directly to broad-based management education and training.       

· The open economy policy severely affected marketing for typical micro-entrepreneurs’ and poor man’s crop products and their output of cottage/craft/small industries. But it also created potential markets in the expanding middle class and urban sectors, which it stimulated, provided that goods matching the demand pattern in terms of design, type and quality could be produced.

SAPAP used the instrument of contractual marketing agreements and the formation of small companies and group enterprises to facilitate its smooth working. With products of the right type and quality it was possible to reach out to distant urban markets, link up with supermarkets and even access export markets. The conditional ‘assured market’ in enterprise development proved to be the ‘right way’ compared with ABGEP’s ‘wrong way’ of up-scaling production without first linking with the marketing system.

ABGEP established the Uva Marketing Initiative, which identified demand for agricultural products, registered buyers and suppliers, displayed products in Colombo and developed forward contracts. It adopted a value added technology to reduce post-harvest losses so as to increase the marketability of high value products. A micro-meso-macro linkage was seen in micro-level farmers producing bell pepper as out growers for a meso-level firm, which used value added technology in packing and selling the bell pepper to macro-level Sri Lankan Airlines on contract. A model for the development of highways with high speed mobility was worked out, based on a realization of the importance of roads in marketing. 

PCI arranged for sub-contracting of marketing agro-products and fruits with Vegetable and Fruit Exporting Association and identified potential for dried lime exportation. The FPR/PRS-Agenda connects poor regions to dynamic national and export markets through development of regional ports, highways, provincial roads linked to major road networks, railways and bus services. It proposes to modernize agricultural marketing by establishing 12 new dedicated economic centres to which new wholesale markets will be linked.        

In line with above, certain ideas and strategies run through the experiences in Sri Lanka, with the micro telescoping into the meso and then into the macro PRS–Agenda. Leading examples are:

Raising productivity levels can be observed in the agricultural sector through new and innovative technologies and a shift to high value agricultural commodities, which expedites the commercialization of agriculture.

Private sector entrepreneurship is the prime mover of growth on a continuum, with IGAs and MEs (small, medium and large) often linking primary (materials) ( secondary (processing, packaging) ( tertiary (marketing) sectors. 

Micro-finance is to be linked with bank financing and networks of micro-finance institutions should be created.  Public sector resources/services are being mobilized throughout on the basis of good governance, and assisted by strengthening the ‘functional capacity’ of the agencies at meso level, and reinforced by injections of capital at the macro PRS-Agenda level.

Marketing strategies for ‘contractual marketing’ should be developed, with products of the right type and quality and appropriate packaging developed to penetrate formal/ modern/ urban sector markets and export markets identified by exploiting the incentives and concessions on offer.  Telescoping of the ‘roads and marketing’ linkage is clearly seen from rural access roads at the micro level (SAPAP’s PPI) into provincial link roads at the meso level (ABGEP’s model) and into the network of highways on the macro-level PRS-Agenda.

Activation of the five variables of the Grand Strategy at different levels in such a telescopic manner can be construed as mounting a potential attack on structural poverty by penetrating some of the barriers of dualism and narrowing down the gaps of techno-socio-economic dualism, though not with uniform success on all fronts. With some reservations (relative neglect of management and industries), it can be said that although the different UNDP-supported initiatives may be regarded as processes independent of each other (except for PCI) they do acquire the semblance of ‘one structured multi-level process’ to attack dualism and structural poverty when taking into account the ‘telescopic effects’.

6.3:


THE WAY FORWARD FOR UNDP AND PARTNERS 

It has been doubted whether social mobilization interventions could do anything better than to enable low productivity activities that used backward technology and under-utilized part-time female labour, producing for an extremely small local market and earning, at best, supplementary income for the vulnerable poor. Pointing out to their failure to have served as a mechanism for rural enterprise development and to the negligible proportion of people who had built themselves up as rural entrepreneurs, they asked whether social mobilization intervention is a sine qua non for the development because ‘even without it some would have come up anyway.’ (Lakshman, 1994) 

Dispelling these doubts, the SAPAP process has demonstrated that by forging appropriate linkages and adopting imaginative strategies it is possible to bring forth a small but capable class of rural entrepreneurs who may well contribute to building up a critical mass of such entrepreneurs. SAPAP is the first social mobilization-based process to have demonstrated this and there are other field researchers who have testified to the effectiveness of SAPAP in promoting micro-enterprises and recommended that it be replicated. (Weerasekara, 2001) Testifying to the high quality in the social mobilization process, evaluators have pointed to the presence of democracy and good governance inside the SAPAP process, with CBOs managed by the poor themselves and dealing only with the interests of the poor. At the same time, a specialist has pointed to the immense social capital of genuine, committed and dedicated leadership that has been generated. (Khan, 2001.)

· Now that a FPR/PRS-Agenda has been formulated, a ‘SAPAP-type process’ that would otherwise have been left orphaned can be well situated within its holistic approach and complement it by being its grass-roots-level agency. Two of the main objectives of the FPR/PRS are creating opportunities for the poor to participate in economic growth and empowering the poor. Our analysis of the contributions of the SAPAP process has amply demonstrated that its achievements fit in with the above Agenda items in a telescopic manner. CBOs modelled on the SAPAP process are ideally suited to play complementary roles to achieve these objectives.

· Being non-political and independent, a ‘SAPAP-type process’ is the only process that can break through the ‘empowerment barrier’ associated with the politically marginalized poor. Promotion of the practice of social mobilization should be a priority responsibility of the State, NGOs, CSOs and the private sector.

· SAPAP’s comparative advantages vis-à-vis other programmes are found in its dedication, its organizational leanness, its cost-effectiveness in the use of existing resources, which are under-utilized and, its policy of giving no handouts and thereby not creating any ‘dependency syndrome’.  CBOs reflecting these characteristics of the SAPAP possess high potential for sustainable poverty alleviation.  

Thus it is recommended that UNDP continue to support the social mobilization and participatory planning-based enterprise development process for poverty alleviation started by SAPAP, ensuring that it will be perfected through constant monitoring and evaluation.

CBOs organized according to the SAPAP model are the mechanisms that will have to be entrusted with the task of carrying on the work of a ‘SAPAP-type process.’ If the work of these CBOs is to be obstructed or blocked by their partners to be, their efforts towards poverty alleviation will not succeed. Hence it is necessary to restructure these partnerships in such a way as to remove or reduce any obstacles arising from the side of the partners-to-be and to set them on a footing of collaboration and cooperative action.

· The FPR/PRS-Agenda provides policy support for CBOs to develop partnerships with Divisional-level government machinery, but the Agenda has yet to be decentralized to the Division level. Once this is done, CBOs can fit in and effectively contribute to Divisional Integrated Planning as the poverty reductions’ grass-roots agencies. In this way, it will be possible to simultaneously clear the blockages on macro-micro and micro-macro flows at the Government’s Divisional level and overcome the empowerment barriers there. The National Planning Department should coordinate and integrate the programmes of the concerned agencies at all levels down to the Divisional level and NGOs and CBOs should be absorbed into such planning as integral partners.

· Forging partnerships between CBOs and Pradeshiya Sabhas (PSs) needs to be done through negotiations. Since poverty is a local issue, PSs can be made to play a key role in identifying and supporting groups assisted by CBOs. CBOs, on their part, can build themselves up as partners to PSs on the basis of development-related contract work in the areas of consultancy, planning, social mobilization, implementing infrastructure and collecting service charges from users. To work on the basis of such a division of labour, the CBOs need to graduate into corporations of the poor so that they will be on a par with the PSs. This will give the poor collective strength and consolidate their power. Once incorporated, CBOs can diversify their activities, exploiting many social and economic possibilities and setting their sights on getting federated. A restructured partnership along the above lines will assist the PSs to plan for services that would facilitate pro-poor enterprise development.

· The FPA/PRS-Agenda holds out promise of breaking the empowerment barrier caused by Samurdhi when it proposes to depoliticize it, halve the cadre and, most interestingly, do the planning of investments on an implied PRA basis and build up enterprises with a commercial outlook. SAPAP-model CBOs have the necessary expertise to contribute and can also guide the Samurdhi in carrying out the last two activities on the basis of a restructured partnership.  

It is thus recommended that UNDP support be given to the restructuring of the partnerships between the CBOs and the Divisional government machinery, the PSs and Samurdhi, paying attention to above.

It is the PCI that will have to play the role of enabler, facilitator and catalyst in making it possible to restructure the above three partnerships. At the same time the PCI will have to continue to strengthen the CBOs by promoting self-management, self-assessment, insurance for micro-credit, internal-external audit, organizational analysis and a sense of ownership of their assets. As it carries out its work, the PCI feels that macro policy support is insufficient and that the macro bureaucracy is not all that cooperative. More importantly, the PCI finds that the management of its programmes in 15 locations in nine districts is too much for it to handle for a two-year period.

· Considering the importance and the gravity of the tasks to be carried out by the PCI, it is recommended that UNDP continue to support it for an extended period and with a strengthened capacity to carry out the enlarged scope of work indicated above.  

The ABGEP Process has been able to demonstrate that it is possible to encourage private sector-led growth in a marginal region through introduction of new and innovative technologies and the adoption of marketing strategies that lead to economic diversification, higher incomes and poverty alleviation. The Adaptive Agricultural Research and Training Centre emerges as a model of R&D and technology transfer for the country. On the whole it is a pioneering innovative effort in regional planning in the Sri Lankan context and deserves to be replicated, subject to improvements suggested by feedback from its experiences.

Currently, with the creation of Regional Development Ministries, there is a tendency towards re-centralization in development planning. From the point of view of getting any sub-national planning and implementation done this is to be welcomed because such activity cannot be expected from the PCs. ABGEP’s efforts to get planning done by the provincial council did not work - (a similar situation can be observed in the Central Province and also in the North Western Province). At the workshop that studied this and other issues, the two Regional Development Ministry Secretaries who participated reported that Regional Development Ministries are in need of  and ready to learn lessons from social mobilization and ABGEP on regional development because it is very much an uncharted area. This means that experiences and lessons from the ABGEP process can now be fed into the re-centralized regional development planning process.

It is important to maintain and strengthen ABGEP as a process planning mode that keeps on designing innovative approaches. The process planning mode is the best option under the circumstances since it continuously widens the ‘portfolio of opportunities’ as it proceeds, opening doors for innovations and a diversification of the economy. Special precautions are necessary here because there are signs that the ABGEP’s process orientation is giving way to a more traditional blueprint approach in the hands of the bureaucracy.

· The monitoring and evaluation component of a replicated ABGEP process should be strengthened because process oriented approaches with innovative experiments and pioneering ideas constantly need to be monitored, reviewed and evaluated.

· A replicated ABGEP process should pay more attention to industrial development because at present there is a sectoral imbalance in its approach. The Uva Marketing Initiative should be converted into a public company because, if kept in the public sector, it can become politicized. This would be an example for a replicated ABGEP processes. Assistance to  the liberalization of the land market should continue by helping with land use studies and the regularization of encroachments, which remains part of the unfinished agenda of the liberalization and market forces-driven growth policies.

· A replicated ABGEP process should enable ‘SAPAP-type processes’ and their CBOs to situate themselves within its holistic meso-level development by linking its development efforts at the meso level with those at the micro level. It should be explicit in policy and positive in action, nurturing social mobilization according to the SAPAP model and supporting the development of its CBOs in all areas where such support is needed.  Its policy should be influenced by PCI, based on its grass-roots-level experiences and action research.

It is thus recommended that UNDP support improvement of the ABGEP process along the lines mentioned below, developing it so that it can provide guidance to the new regional planners, along with the SAPAP process. The institutional arrangement for this may take the form of a Committee of Secretaries of Regional Development Ministries.

With respect to the FPR/PRS-Agenda Process it is recommended that its process orientation be maintained, implying that it be kept open to policy influencing from micro- and meso-level experiences. It will be necessary to keep the Agenda constantly informed by PCI from its on-going work experiences, lessons from action research and, above all, the experiences of the work with an enlarged scope that it will have to carry out. The Agenda should be decentralized to the Division level so that there can be pro-poor, integrated development planning at that level. Clear partnership roles of PCs, PSs, NGOs and CBOs need to be defined.

CHAPTER 7:
CONCLUSIONS

The above operational and conceptual discussion of macro-micro linkages and their impact on PA initiatives has several practical implications that are identified below in terms of general as well as specific issues. Table 7.1 summarizes some general interrelated aspects on macro-micro links that could help in developing responses to the gaps between micro-project and macro-issues. 

Table 7.1:
Indicative Generic Features of Macro and Micro Entities and their Relationships in a PA Context

	Contexts
	Macro Entity
	Micro Entity

	Status: Power and authority-linked features

A
Negative

B
Positive
	A
Domination, concentration, centralization, top-down and authoritative, imposition of macro-perspectives.

B
Democratic/decentralized, sensitivity and responsiveness to realities of micro imperatives; integrative, protective and facilitative to micro.
	Subservient, submissive, marginal, dependent, exclusion-prone.

Autonomy, participative, responsive and complementary to macro.

	Functions, responsibility relationships

C
Negative

D
Positive
	C
Perspectives promoted by (A) above in terms of macro-micro disconnect, exploitation, marginalization, exclusion of micro.

D
Responsible to micro; source of guidance, direction and support; facilitative framework to strengthen micro; complementarity of macro-micro perspectives; sense of mutual indispensability; focus on participatory, decentralized mechanisms.
	Weak, poor, subordinated, helpless and without hope; ignored and excluded by macro-mainstream; disorganized, unable to stand up and use own potential and, shape own future.

Positive responses to macro-initiatives offer signals on relevance and effectiveness of macro policies and programmes and indicate revisions; participate in and own process of change and its equitable gains.

	Approaches to promote positive features and positive macro-micro links by focussing on stakeholders on both sides/levels.

A.
Aggregated context of macro-micro.

B.
Disaggregated and semi-disaggregated contexts.
	A
Focus on macro-level stakeholders at aggregate (higher policy) levels:

i.
Reduce domination-driven macro-perspectives and approaches.

ii.
Enhance information and understanding of micro-level realities to guide macro-level initiatives.

B.
Focus on dominance and power based macro-entities at local levels/meso levels:

iii.
Sensitization/awareness about micro-based perspectives and their diversities based on ‘domination and submission’-driven ‘macro-micro’ relations within the grass-roots-level entities.


iv.
Context specific separation (and addressing) of sets of macro-micro entities/ stakeholders based on (a) social position, (b) spatial location, (c) mainstream and marginality and, (d) winners and victims of growth process, requiring different approaches.

v.
Demonstration of the gains of  ‘inclusion’ of micro-entities to macro-level stakeholders at both (A) and  (B) levels.
	i.
Focus on micro-level stakeholders, leading to their greater autonomy, decentralization and participation.

ii.
Enhancement of their visibility and utility to macro-level decision-makers in terms of gains of participation and devolution; information/ articulation provided by micro entities to enhance relevance and effectiveness of macro-level policies and programmes.

iii.
Use above approach (II) at lower levels to bridge gaps between context-based groups of i.e. disaggregated and semi-disaggregated macro-micro stakeholders.

iv.
Focus on areas of comparative advantage to context-specific categories of micro-entities at local and meso levels.


Source:
Johda (2002)

Keeping in mind the aggregate approach currently used in positioning macro-micro entities and their links, the past discussion indicates that the factors responsible for the macro-micro disconnects are (a) lack of correct information and understanding of the micro situation on the part of the macro-level decision-makers and, (b) the tendencies generated by the authority, power etc. with which macro-level stakeholders (as custodians of the economy/country) are endowed. 

· The first problem needs to be addressed through an enhanced and improved information system as well as through close and direct interaction between high-level policy-makers and grass-roots-level stakeholders (e.g. through periodical focused events). UNDP’s should focus on information issues to overcome this problem. The second problem (related to authority etc.) which gives rise to top-down, centralized, supply side- focused interventions, is rather difficult to solve in the short run. However, new initiatives supported by UNDP, which better recognize the needs and the role of the poor in PA, can gradually help in reducing this tendency among macro-level policy-makers. These measures operate from the micro side as well.

· The presence of disaggregated/semi-disaggregated views of the micro and the macro implies a need to look at old problems through a new macro-micro lens so as to identify their underlying factors and tendencies and attempt to address them appropriately. (For an outline of this issue see Annex B). 

On the supply side, i.e. with regard to macro-level policy-makers, the key factors are an insufficient understanding of the complex micro-level processes; dominance of macro generalized approaches and mechanisms in addressing micro-level diversities and rigid institutional structures requiring deep and persistent commitment if they are to be altered. On the demand side, important factors promoting negative micro-macro links based on ‘social-positioning’ are prolonged poverty and powerlessness; fatalism; newly created dependence on charity (social transfers); lack of organization and voice; and lack of recognition and use of the niche of micro entities.  More work needs to be done on these aspects. 

The new people-centred initiatives based on decentralization on the one hand and social mobilization and participatory local-level planning on the other, need to be integrated with each other and upscaled through sustained effort and collaboration between the different governments, different donors, NGOs etc. A comparative examination of existing  programmes in different areas could help in identifying the key steps needed to do so. This could also help in better understanding and amending the functioning of micro-macro links.

By way of recapitulating the major issues and their implications, highlighted in the preceding discussion, it may be stated that the whole subject of micro-macro links needs focused work in the context of (a) poverty alleviation strategies; (b) promotion of people-centred initiatives and, (c) macro-economic policies and processes promoted under the rapidly globalizing situation. The two relatively innovative components of people-centred programmes, namely (a) enhancing the information linkages between macro and micro stakeholders and, (b) enhancing alliances between micro and macro stakeholders need focused work to be fully operationalized and mainstreamed. (This is a requirement for decentralization and social mobilization programmes alike).  

To enhance the impact of PA strategies in the region it will be essential to address the basic constraining factors (e.g. ‘unchanged poverty fundamentals’, ‘geographical and socio-economic specifics’ etc.). A clear idea of ‘doable options’ for addressing them through focused research could be a helpful initial step.

Like macro policies and micro initiatives, UNDP’s policies regarding poverty reduction should be reviewed. First, there is a need to increase allocation for poverty reduction initiatives. Second, there is need to expand the access of Country Offices to expertise in poverty analysis and poverty monitoring - local capacity building to sustain the people-centred poverty alleviation efforts should get high priority. 

Instead of or along with government executing agencies, line departments must try local representative as their partners in poverty reduction initiatives. Such partnership will bring relatively more transparency and more accountability. This will foster community participation in planning and decision-making, which is the most important factor that determines the success of UNDP supported programmes. It will also ensure sanctity of local culture and traditions and the processes implemented can be easier adapted to the local conditions. 

In summary it must be stressed that the intended impact of community empowerment interventions requires long-term commitment, sustained focus and deeper connectivity at and between all ‘operational units’ at the micro, meso and macro level. Just as important however is to combine micro PA-Project initiatives with a people-centred reform of national economic policies and governing institutions.

ANNEXES

ANNEX A: 
GENERAL EXPERIENCES FROM SAPAP PROCESS

Although the SAPAP projects did not perform equally well everywhere, in general their experiences were assessed positively by insiders. At the Delhi Conference in February 2002 the following positive outcomes were reported: (a) Reduction in poverty; (b) an increase in school enrolment rates of both boys and girls; (c) a reduction in school dropout rates; (d) improvements in health (including family planning), sanitation and child welfare and, (d) a reduction of conflict in the community. Overall, an awareness of self-power; participation and victory of the poor in the local election could be observed.

Apparently, this was not the whole picture, nor was it uniformly true across all of the project areas. A cross-country comparison of performance brings out clearly that all of these positive impacts were achieved only in Nepal. What seems to be exceptional in Nepal is the presence of higher commitment and support from the macro level (the State) to these types of projects. The Government of Nepal has made social mobilization and decentralization the centrepiece of its national poverty reduction strategy. In Nepal the State also financially supported the up-scaling of the project by instituting ‘Poverty Alleviation Funds’ to channel resources from the centre to the communities for social mobilization. From this, one may infer that the SAPAP model has proved to be replicable and domestically owned, at least in the case of Nepal. However in Nepal we also find several other competing projects with a built-in component of social mobilization. An important question is which one is the best and should be followed.

A comparative study of all of the model will have to be carried out before one accepts the SAPAP variant as the role model to be replicated elsewhere. This exercise has yet to be done. Two other factors also need to be examined - whether the success in Nepal was largely due to the presence of the large-scale hydro-electric plant in the vicinity of the project area and whether the project was at all cost-effective and will be sustainable in the absence of external help.

More fundamental questions about the conceptual basis, the role of the State and the problems of institutionalizing SAPAP were raised in a ‘SAPAP impact study’, which covered all countries. Commenting on the positive, it states:

“The SAPAP process has recognized that the key to social transformation of the 

circumstances of the poor lies in group solidarity realized through a process of 

social mobilization. It is only when weak individuals come together and establish 

their collective strength that they can expect to participate on more equal terms 

in the political and economic marketplace and can make claims on public 

resources at a level which is commensurate with their numerical strength. SAPAP 

has, thus, built over 6,000 CBOs around South Asia, which could extend to around 

30,000 if we include all the Rural Support Programmes in Pakistan. These 

organizations remain SAPAP’s Principal Capital Asset and should be used to their 

full potential.” (Sobhan, 2001.)
Notwithstanding, the critical shortcomings of the model mentioned are:

· The SAPAP process/project did not follow a uniform and clear concept of social mobilization. For example, in Bangladesh, Nepal and Pakistan it sought to build the CBOs as multi-class organizations, which actually exposes them to the possibility of being captured by the rich in the group.

· In none of the communities has the SAPAP process led to a realignment of social authority whereby the poor were able to attain a position enabling them to challenge the authority of their local elite. The SAPAP processes in Bangladesh, Nepal, Maldives and Pakistan did not actually intend such an outcome. Nor could such a result be achieved in India or Sri-Lanka, where the poor were segmented within the SAPAP’s CBOs and hence never became a competitor for the scarce resources and influence of the entire community.

· When UNDP resources are withdrawn, the CBOs will have to compete with other local elites and local level government institutions as another claimant for public resources on behalf of the poor. A conflict of interest may become inevitable unless the leadership of both organizations overlaps.

· Such issues of political economy can be resolved neither at the UNDP level nor at the local level where SAPAP is involved. The government must first spell out its own national strategy of poverty eradication, bringing the plethora of government and NGO programmes of poverty eradication within both a coherent policy framework and a system of oversight and accountability. The national plans have to be implemented at the meso and micro levels with agents/institutions identified to carry them out and backing from resources committed for the implementation of poverty eradication programmes.

· SAPAP was successful in mobilizing savings from the CBO members. It added extra seed capital from UNDP to its own group savings and later engaged in full-fledged micro-credit business. But micro-credit generally relies on individual initiative and market competition. It therefore usually does not develop or promote unity, solidarity or social capital, which is also an equally important objective of SAPAP. At worst dishonest managers can misappropriate funds and micro-credit can become counter productive to the whole process of social mobilization. This is what actually happened in the case of the Bangladesh KST/SAPAP. One possible solution to this problem is to hand over micro-credit business to more specialized agencies working in the area and concentrate CBO work on generating savings for collective investment in the capital market, or to provide social insurance against risk.
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ANNEX B: 

MACRO-MICRO LINKAGES, AN ALTERNATIVE PERSPECTIVE

The types and nature of macro-micro linkages underlying the formulation and implementation of policies and programmes are suggested as factors obstructing the effectiveness of PA interventions in South Asia, although this is not very clear conceptually. As already mentioned, in the broad generic sense the terms macro and micro are used for indicating, respectively, the integrated whole and the components it includes; and the levels or scales of hierarchical position of interlinked entities in a systematic context. Fairly closely linked to the above (i.e. macro representing the whole, higher level, bigger etc. and micro representing a component, lower level, smaller etc.), another generic feature of macro-micro relationships (in the socio-economic context) is rooted in the relative command of each over power and authority. Macro has carried an element of greater power and dominated the weaker and smaller subordinated micro entities. Yet despite their differences of level and position, macro and micro entities have a symbiotic relationship in that the proper functioning of each is essential for the survival and sustainability of the system the two constitute. Furthermore, in operational or developmental contexts, macro-micro links are manifested by the types of relationships between stakeholders at macro and micro levels. This implies that macro-micro linkages have to be seen in terms of relationships or interactions between the people or groups operating at the two levels. 

Macro-Micro Context - the Aggregate Approach

The nature and type of macro-micro links are primarily guided by the perceptions, understanding and information the entities at each level have about those at the other. However, perception, interpretation and use of information as a basis for action in dealing with the other (e.g. macro-level decisions and actions with regard to micro entities) is affected by some generic features of the two entities. In the case of the macro entity, generic features derived from its position (e.g. the State in a development context) are command, authority and custodianship. These are used to guide, help, protect and discipline micro entities in the interest of the total micro-macro system. The micro entity, on the other hand, is likely to be endowed with the tendency to not only accept support from the macro and reciprocate by providing the needed feedback, but also to seek its own space within the totality of the system. Micro entities (e.g. grass-roots-level communities with high internal diversities and potentials for conflict) may respond to macro signals but their responses might significantly deviate from the ones the macro entity has intended. 

The distinction between macro and micro contexts can be further illustrated in terms of the previously mentioned perceptions and paradigms underlying policy programmes conceived and designed at higher levels. This distinction is also evident from the realities of the grass-roots level, where the said policies and programmes are delivered and implemented. The decision and action contexts implied by the above formulation need to have positive linkages, convergence and complementarities to facilitate the desired results of macro-level decisions at micro levels.

In reality, in most cases the macro-level entities, with their specific positions and perceptions based on their greater power and authority, may have a tendency and facility for domination and a preference for centralization, concentration and top-down approaches that impose generalized solutions and ignore the diversities of micro-level problems. While carrying out their macro mandate for regulation and functioning of the total system they may tend to treat micro entities as vulnerable and incapable of being sustained by macro-level decision-makers. At times they may equate their authority with the wisdom and knowledge of the micro entities and build their intervention strategies on it. 

The micro entities (stakeholders), on the other hand, are characterized by opposite kinds of features. They have been relegated to the status of marginal and dependent entities (e.g. the rural poor) and their perspectives, preferences, capacities and needs are disregarded. Weak, poor and marginalized, they continue to be driven by the decisions of the macro entities, unless empowered and organized to find their own space and role in macro-micro interactions. Due to a disconnect between macro perspectives and micro realities their current situation persists. However, this negative scenario can be converted into a positive one by mainstreaming social mobilization initiatives. Following the gradual recognition of the above disconnects, as reflected by the focus on the multi-dimensionality of the poverty phenomenon and its multiple drivers, some attempts to modify macro perspectives are being made. Similarly, advocacy and efforts towards increasing the visibility and usability of micro perspectives are also on the increase, through NGOs, some donors and sensitive government agencies. Their tasks can be facilitated by paying closer attention to some of the macro-micro aspects discussed below. 

Macro-Micro - Disaggregated Approach


While attempting the above tasks, the promoters tend to focus on a rather aggregate view of the macro-micro situation (i.e. treating state or policy making agencies as macro and aggregated grass-roots-level entities as micro). This ignores the diversities of micro-level stakeholders, particularly with reference to differences in the power-based hierarchies or levels of different groups. These differences, usually clubbed under unequal institutional structures etc., in a way represent a small-scale (local level) replica of the dominance and acceptance (dependence) characteristics of macro and micro entities.

Accordingly, in the context of the central theme of this study, i.e. poverty alleviation, the nature of micro-macro linkages is more complex and multi-faceted. The situation cannot be fully understood in terms of stakeholders at the top (e.g. policy-makers) and aggregated entities at the bottom (grass-roots level). One has to look at domination-based macro-micro relations at local levels as well. The latter are manifest in different contexts and at different levels (e.g. higher and lower castes; large farmers and marginal farmers, including landless groups). The purpose of this formulation is not to twist the conventional meaning of macro and micro, but to focus equally on the ground realities in South Asia. 

Macro-Micro Entities at Meso Level - A Semi-Disaggregated Approach

Besides locating macro and micro entities within a micro context through a disaggregated view, one can also identify another layer of macro-micro interaction at the meso level. Again, in looking at different groups, areas, communities etc., one finds two broad categories: (a) Those that are endowed with power, domination and presence in the mainstream (for historical, cultural, political and geographical reasons) and, (b) others deprived of these attributes. In keeping with our formulation of a semi-disaggregated approach to macro and micro contexts, ‘category (a)’ could be treated as macro entities and ‘category (b)’ as micro entities. In the context of PA strategies and their impacts, this distinction (or semi-disaggregated view of macro and micro entities) makes very practical sense. For want of visibility, recognition, capacities, facilities, etc. the micro entities in this context also suffer deprivation, marginalization and unending poverty, just as the micro entities in the local-level macro-micro context. Hence, the need for the State to address these issues as part of PA strategies as illustrated by tribal development schemes, small farmers’ development initiatives, credit programmes for women and artisans etc.

One point to be added here is that in the case of the micro categories at the meso level there are also more powerful and dominant people/groups within, just as with local-level macro and micro entities. Hence, the meso-level micro entities are not uniformly poor and deprived. There are dominant and dependent groups within this category and interventions to help the meso-level micro entities have to be sensitive to their internal differences. Table B.1. briefly illustrates this situation.  Its purpose is to indicate how macro-level policy-makers could address these structurally rooted (context specific) macro-micro categories to ensure designed impact and effectiveness of their poverty alleviation interventions.

Table B.1:
Indicative Categories of Macro-Micro Entities in Development Context

	Operational Context for Categorization of Entities
	Marco-level Stakeholders
	Micro-level Stakeholders
	Remarks

	Aggregate view:

· State (as custodian and its undifferentiated people).
	National/state level-policy/programme makers.
	Grass-roots level groups/ communities.
	Links through reciprocal roles and responsibilities based on symbiotic relationship for survival, and sustainability of the system (e.g. national economy).

	Disaggregated view:

· Social positions at local levels product of unequal  institutional structures.
	High caste, dominant better endowed groups vis-à-vis others. 
	Weaker sections, discriminated, excluded, exploited social groups.
	Macro-micro differences rooted in  dominance of one group over others; promotes exclusion of micro from intended development gains etc. (macro-micro disconnect).

	Semi-disaggregated view: meso level grouping (‘categories a, b & c’ may overlap)

a.
  Spatial location.
	Groups/communities located in prime areas influencing and gaining from development interventions.
	Communities and groups from remote, isolated marginal areas.
	Have limited visibility and attention of macro-level policy-makers, e.g. tribal, hill people (macro-micro disconnect).

	b.
Mainstream 
marginality.
	Communities/groups occupying central active position in different fields of development &  welfare processes.
	Groups not integrated with the mainstream due to their historical, economic, social, political and geographical circumstances.
	Result of broad-based development interventions excluding groups/areas with special circumstances, handicaps (macro-micro disconnect).

	c. 
Winners and victims in development process.
	Active, effective participants in the development processes whose situation matched well with the perspectives and plans of macro-level decision-maker; who have direct upward link.
	Groups whose livelihood options lost as a backlash of development processes; e.g. indigenous people.
	Result of inequities created by different development processes (macro-micro disconnect).


Source: Johda, 2002

ANNEX C: 
POVERTY RELATED ECONOMIC INDICATORS – SELECTED COUNTRIES

Table C 1:   
Trends in Poverty and Inequality - Bangladesh

	Head Count Ratio
	1991/92 (Number)
	2000 (Number)
	Change Per Year (%)

	National
	58.8 (65.53 m.)
	49.8 (64.74 m.)
	(-)1.8

	Urban
	44.9
	36.6
	(-)2.2

	Rural
	61.2
	53.0
	(-)1.6

	Gini Index Of Inequality
	1991/92 (Index)
	2000 (Index)
	Change Per Year (%)

	National
	.259 (100)
	.306 (118.15)
	2.1

	Urban
	.307 (100)
	.368 (119.87)
	2.3

	Rural
	.243 (100)
	.271 (111.52)
	1.4


Source: CPD & Pathak, 2001.

Table C 2:
Change In Poverty Measures due to ‘Growth and Inequality’ Effects: 

Bangladesh (1983-84 to 1991-92)
	
	Growth Effect (%)
	Inequality Effect (%)
	Residual (%)
	Total Change in poverty (%)

	Rural Head Count Index
	(-) 2.5
	1.6
	0.0
	(-) 0.9

	Urban Head Count Index
	(-) 10.8
	3.6
	(-) 0.1
	(-) 7.3


Source: Binayak, 2000.
Table C 3:    
Social Development in Bangladesh: Predicted vs. Actual Values

	Indicators
	Predicted Values
	Actual Values

	Population Growth Rate
	2.45
	1.59

	Total Fertility Rate (Birth Per Woman )
	4.68
	3.20

	Contraceptive Prevalence Rate (% of Women aged 15-49)
	23.16
	53.00

	Crude Birth Rate
	35.26
	23.40

	Crude Death Rate
	11.49
	8.40

	Infant Mortality Rate (Per 000 Live Births)
	70.78
	65.00

	Life Expectancy at Birth, Female (Years)
	59.50
	60.8

	Life Expectancy at Birth, Male (Years)
	56.19
	60.4


Source: CPD & Pathak, 2001.

Table C 4:    
Incidence of Poverty by Socio-Economic Characteristics in Bangladesh

	
	Extreme Poor
	Total Poor

	Gender Status

	Female Headed Household
	               37.3
	               62.7

	Male Headed Household
	               21.8
	                51.2

	Age Of Household Head

	<25
	17.6
	                52.9

	26---40
	28.7
	                60.7

	41---55
	20.1
	49.1

	56+
	16.2
	40.3

	Education of Household Head

	Illiterate
	32.1
	66.3

	Attended Primary School
	16.6
	46.5

	Attended Secondary School
	10.8
	33.3

	SSC
	8.8
	10.3

	HSC+
	0.0
	

	Land Tenure

	Non Cultivator
	38.5
	72.7

	Pure Tenant
	24.6
	65.3

	Tenant Owner
	22.8
	53.7

	Owner Tenant
	13.3
	47.7

	Pure Owner
	12.7
	35.1

	Land Ownership (acres)

	<0.05
	39.8
	76.8

	0.06---0.50
	29.6
	64.7

	0.51---1.50
	19.5
	50.0

	1.51---2.50
	7.9
	31.1

	2.51---5.00
	3.4
	18.2

	5.01+
	2.4
	10.5

	Infrastructure

	With Road and Electricity
	17.5
	44.1

	With Road But No Electricity
	24.2
	51.1

	Without Road and Without Electricity
	24.8
	57.2


Source:  Binayak, 1998.

Table C 5:
 Bangladesh’s Millennium Development Targets; 2000 to 2015

	Target
	(2000)
	2003
	2005
	2010
	2015

	Indicators in light of MDGs

	Income Poverty
	50
	46
	44
	35
	25

	Adult Literacy
	56
	63
	68
	79
	90

	Primary Enrolment
	75
	80
	83
	92
	100

	Secondary Enrolment
	65
	70
	75
	85
	95

	Infant Mortality Rate
	66
	58
	51
	37
	22

	Under Five Mortality Rate
	94
	82
	73
	52
	31

	Maternal Mortality Rate
	320
	300
	280
	240
	147

	Life Expectancy
	61
	63
	65
	69
	73

	Population Growth
	1.6
	1.5
	1.5
	1.4
	1.3

	% of Child Underweight
	48
	45
	43
	39
	35


Source: IMED, 2001.

Table C 6:  
Labour Productivity Differential: Bangladesh Informal Sector 1989/90

	Activity
	Yearly Value Added per Worker (Tk.)

	All Cottage Industries
	7945 (Adj. 6313)

	Rural Household Industries
	10499

	Urban Household Industries
	11380

	All Small Scale Industries
	36224

	Rural Small Scale Industries
	24004

	Urban Small Scale Industries
	33050

	Handlooms
	9760


Source: Wahiduddin, 2001.

Table C 7:  Credit Flow to The Informal Sector: Bangladesh 1990, 1995 and 1999

	
	1990
	1995
	1999

	Bank Advances To

	Large and Medium Industries
	94.65
	93.75
	94.63

	Small and Cottage Industries
	3.77
	55.35
	5.40

	Small Industry
	2.16
	44.46
	n.a.

	Cottage Industry
	1.31
	.88
	n.a.

	Total
	98.42
	99.10
	100

	Working Capital Finance

	Large and Medium Industries
	87.60
	85.64
	87.25

	Small and Cottage Industries
	12.40
	14.36
	12.75

	Small Industries
	7.43
	10.91
	n.a.

	Cottage Industries
	4.96
	3.45
	n.a.

	Total
	100
	100
	100


Source: CPD and Pathak, 2001.

Table C 8:
Monitorable Targets for India’s Tenth Plan and Beyond (2002-07)

	Activity & Targets

	Providing gainful employment to the addition to the labour force over the period of the Tenth Plan

	Universal access to primary education by 2007

	Reduction in the decadal rate of population growth between 2001 and 2011 to 16.2%

	Increase in literacy rates to 72% by 2007 and to 80% by 2012

	Reduction of the infant mortality rate (IMR) to 45 per 1000 live births by 2007 and to 28 by 2012

	Reduction of the maternal mortality ratio (MMR) to 20 per 1000 live births by 2007 and to 10 by 2012

	Increase in forest tree cover to 25% by 2007 and 33% by 2012

	All villages to have access to potable drinking water by 2012

	Cleaning of all major polluted rivers by 2007 and other notified stretches by 2012


Source: Government of India, 2001.

Table C 9:
Poverty Indices of India 

	
	1981
	1991

	 Human Development Index
	0.302
	0.381

	

	 Life Expectancy at Birth
	81-85
	91-95

	 Urban
	62.8
	65.9

	 Rural
	53.7
	58.9

	 All India
	55.5
	60.3

	

	 IMR (per 1000)
	1981
	1991

	 Urban
	67
	51

	 Rural
	123
	84

	 All India
	115
	77

	

	 MMR per 100,000
	1998
	

	 All India
	408
	

	

	 Access to Safe Water
	1981
	1991

	 Urban
	75%
	81%

	 Rural
	27%
	56%

	 All India
	38%
	62%

	

	 Education - Literacy Rate (above age 7)
	1951
	1981

	 Urban Areas
	
	67%

	 Rural Areas
	
	36%

	 All India
	18.1%
	43.6%

	

	 Inequality in consumption  - Gini Coefficient
	1983
	1999-2000

	 Urban
	0.330
	0.341

	 Rural
	0.298
	0.258

	

	 Incidence of Poverty – National Poverty Line
	1983
	1999-2000

	 Head Count Ratio
	44.48%
	26.10%

	 Total Poor
	323 Million
	260 Million

	

	 Unemployment
	1983
	1999-2000

	 Urban
	5.10%
	4.60%

	 All India
	2.00%
	2.30%

	

	 GDP per capita PPP US$ (1999)
	2248
	

	
	1975-99
	1990-99

	 GDP per capita - Annual Growth Rate
	3.20%
	4.10%


Source: Government of India, 2000.
Table C 10: 
Trends in Pakistan’s Income Distribution and Poverty

	Year
	Percentage Share of Income
	Household Gini Coefficient
	Number of Poor as % of Population

	
	Lowest 20%
	Middle 60%
	Highest 20%
	
	Urban
	Rural
	Total

	1963-64
	6.4
	48.3
	45.3
	0.386
	44.5
	38.9
	40.2

	1966-67
	7.6
	49.0
	43.4
	0.355
	41.0
	45.6
	44.5

	1969-70
	8.0
	50.2
	41.8
	0.336
	38.8
	49.1
	46.5

	    1979
	7.4
	47.6
	45.0
	0.373
	25.9
	32.5
	30.7

	1984-85
	7.3
	47.7
	45.0
	0.369
	21.2
	25.9
	24.5

	1987-88
	8.0
	45.3
	43.7
	0.348
	15.0
	18.3
	17.3

	1990-91
	5.7
	45.0
	49.3
	0.407
	18.6
	23.6
	22.1

	1992-93
	6.2
	45.6
	48.2
	0.41
	15.5
	23.4
	22.4

	1996-97
	7.0
	43.6
	49.4
	0.40
	27.0
	32.0
	31.0

	1998-99
	6.6*
	45.6*
	47.8*
	0.40*
	25.9
	34.8
	32.6

	1999-00
	n.a
	n.a
	n.a
	n.a
	n.a
	n.a.
	35.9*

	2000-01
	n.a
	n.a
	n.a
	n.a
	n.a
	n.a
	38.0


Sources: Pakistan Economic Survey (various issues); *SPDC  estimates.

Table C 11: 
Performance of Stabilization Indicators: Pakistan

	
	1977-78

to

1987-88
	1988-89

to

1998-99
	1999-00

to

2001-02

	Budget Deficit (% of GDP)
	6.9
	6.1
	6.10

	Total Revenue (% of GDP)
	18.3
	19.3
	17.5

	Public Expenditures (% of GDP)
	28.1
	28.0
	26.4

	Current Account Deficit (% of GDP)
	4.1
	4.8
	-1.5

	Growth Rate of Money Supply
	16.3
	15.3
	7.0

	Inflation Rate
	7.5
	9.9
	4.0

	Depreciation of Nominal Exchange Rate
	5.7
	10.1
	7.1


Source:
Bengali, Kaiser and Qazi Masood Ahmed, 2002.

Table C.12: 
Performance of Growth Indicators: Pakistan

	
	1977-78

to

1987-88
	1988-89

to

1998-99
	1999-00

to

2000-01

	GDP Growth Rate
	6.9
	4.1
	3.9

	Agriculture
	4.0
	4.5
	1.8

	Manufacturing
	9.2
	4.2
	4.4

	Tertiary Sectors
	7.3
	4.6
	3.5

	Domestic Saving (%GDP)
	9.2
	15.7
	14.9

	Fixed Investment (% of GDP)
	18.3
	16.3
	13.5

	Public Investment (% of GDP)
	10.3
	8.3
	5.9

	Private Investment (% of GDP)
	8.0
	8.3
	7.6


Source: 
Bengali, Kaiser and Qazi Masood Ahmed (2002) & State Bank of Pakistan, 

Annual Report (various issues).

Table C 13: 
Trends in Pakistan’s Unemployment Rates

	Years
	Unemployment

	1980-1990
	3.5

	1991-1995
	5.4

	1996-2000
	6.0

	1991-2000
	5.7

	1999-2000
	6.2

	2001-02
	7.2


Source: Pakistan Economic Survey (various issues).

Table C 14: 
Unemployment Rates by Characteristics of Workers: Pakistan 1996-97

	
	Newa Entrants (%)
	Total Labour Force (%)

	Location

	Rural
	40
	6

	Urban
	49
	7

	Sex

	Male
	41
	4

	Female
	48
	17

	Age (Years)s

	10 – 14
	16
	10

	15 – 24
	53
	10

	24 – 45
	-
	3

	50+
	-
	8

	Education

	Illiterate
	24
	6

	Primary
	39
	5

	Matric
	70
	8

	Higher
	65
	6

	Total
	43
	6


Note a:
 Workers who have never worked before

Source: 
Labour Force Survey (FBS 1996-97)
Table C 15: 
Trends in Fiscal Variables: Pakistan 
	Year
	GDP
	Growth rate (%) of

	
	
	Total

Taxes
	Direct

Taxes
	Indirect

Taxes
	Sales

Taxes
	Import

Duties
	Development expenditure/ GDP

	1987-88
	6.4
	19.4
	16.4
	19.8
	43.9
	23.6
	‑5.0

	1988-89
	4.8
	19.4
	15.5
	20.0
	70.7
	12.9
	‑15.5

	1989-90
	4.6
	10.8
	18.0
	9.8
	38.4
	14.2
	3.1

	1990-91
	5.6
	13.7
	21.3
	12.5
	3.2
	9.7
	‑4.0

	1991-92
	7.7
	19.0
	35.1
	16.2
	7.5
	15.5
	5.8

	1992-93
	2.3
	9.5
	33.3
	4.6
	11.5
	5.0
	‑20.2

	1993-94
	4.5
	19.3
	30.9
	16.3
	33.9
	3.6
	‑9.6

	1994-95
	5.2
	18.4
	23.1
	17.0
	34.0
	19.1
	‑7.9

	1995-96
	6.8
	16.7
	29.7
	12.6
	16.4
	7.6
	‑6.1

	1996-97
	1.9
	8.1
	17.0
	5.0
	11.9
	‑4.7
	‑15.0

	1997-98
	2.0
	10.8
	15.7
	8.9
	‑3.4
	‑5.2
	‑3.7

	1998-99
	4.2
	10.6
	10.0
	10.9
	34.3
	‑22.1
	‑5.3

	1999-00
	3.9
	1.9
	‑2.0
	3.5
	65.2
	5.7
	3.9

	2000-01
	2.6
	13.2
	22.0
	9.7
	29.8
	‑0.3
	‑10.2

	Average Growth
	4.5
	13.6
	20.4
	11.9
	28.4
	6.0
	‑6.4


Source: 
Pakistan Economic Survey (various issues).

Table C 16: 
Relative Inflation Rate: Fuel And Lighting vs. General Inflation: Pakistan 

	
	CPI
	Relative Prices of Fuel and Lighting to CPI

	
	General
	Fuel and Lighting
	

	1990-91
	100
	100
	100

	1991-92
	110.6
	110.3
	99.7

	1992-93
	121.5
	115.6
	95.1

	1993-94
	135.2
	133.6
	98.8

	1994-95
	142.8
	142.3
	93.1

	1995-96
	169.2
	163.3
	96.5

	1996-97
	189.2
	183.3
	96.9

	1997-98
	203.9
	210.3
	193.1

	1998-99
	215.7
	213.8
	99.1

	1999-2000
	223.4
	226.7
	101.4

	2000-01
	233.3
	255.6
	109.6


Source: 
Pakistan Economic Survey, 2001-02.

Table C 17: 
Federal Subsidies: Pakistan (in Million Rupees)

	
	Total Subsidies
	Poverty Related Subsidies
	As % of total subsidies
	Wheat for FATA / NA
	Imported Wheat
	Wheat for Afghanistan
	Edible Oil
	Sugar

	1990-91
	8150.9
	5256.6
	64
	148.6
	788.3
	1156.1
	2140.9
	312.0

	1991-92
	8205.9
	5259.7
	64
	128.4
	3671.4
	250.0
	187.9
	32.0

	1992-93
	5177.3
	3235.7
	62
	126.4
	2324.9
	100.0
	-
	-

	1993-94
	5138.2
	2999.4
	58
	142.3
	483.2
	175.0
	-
	-

	1994-95
	3691.1
	3331.3
	90
	521.6
	443.9
	44.0
	-
	-

	1995-96
	10435.4
	9181.6
	88
	537.7
	7014.0
	107.8
	-
	-

	1996-97
	7588.2
	6798.1
	90
	473.8
	5864.7
	-
	-
	-

	1997-98
	6554.8
	4897.6
	75
	464.1
	4221.5
	10.0
	-
	-

	1998-99
	3992.5
	3623.8
	91
	501.0
	2072.9
	60.0
	-
	-

	1999-00
	14427.0
	1555.9
	11
	474.0
	1045.9
	5.0
	-
	-

	2000-01
	27706.1
	671.5
	3
	638.5
	0.0
	20.0
	-
	-

	2001-02
	25580.0
	659.0
	3
	638.5
	-
	20.8
	-
	-

	2002-03 
	20794.0
	790.0
	4
	649.0
	-
	20.0
	-
	-


Source:
Muhammad Khan Niazi, 2002.

Table C 18: 
The Percentage Increase In Tax Burden By Income Groups: Pakistan 

	Income Group
	Percentage Increase in Tax Burden as Percentage of Income

	
	1987/88 to 1992/93
	1987/88 to 1997/98
	1987/88 to 1999/2000

	GI
	13.0
	7.4
	3.8

	GII
	12.6
	6.0
	0.9

	GIII
	9.2
	-0.7
	-5.2

	GIV
	8.7
	-0.6
	-4.5

	GV
	8.7
	-1.7
	-6.5

	GVI
	8.7
	3.6
	-8.5

	GVII
	6.7
	-5.9
	10.0

	GVIII
	4.8
	-8.0
	11.6

	GIX
	5.7
	-8.1
	-11.8

	GX
	3.7
	-8.8
	-14.3

	GXI
	2.5
	-12.5
	-15.7

	GXII
	0.3
	-15.9
	-20.7


Source: 
Pakistan Institute of Development Economics, Islamabad, 2002.

Table C 19: 
Annual Real Growth in Expenditures: Pakistan 

	
	Education
	Health
	Public Health
	Total

	1981-82
	7.8
	10.0
	14.1
	9.4

	1982-83
	19.3
	7.3
	8.9
	14.6

	1983-84
	5.7
	23.7
	6.1
	9.6

	1984-85
	19.8
	7.7
	-6.5
	12.3

	1985-86
	33.8
	17.8
	13.5
	27.1

	1986-87
	25.7
	66.0
	37.7
	35.9

	1987-88
	-8.9
	-20.2
	16.4
	-8.5

	1988-89
	-4.2
	-5.6
	-27.2
	-8.4

	1989-90
	2.8
	2.8
	-5.0
	1.7

	1990-91
	3.4
	5.7
	42.5
	8.8

	1991-92
	5.9
	-10.1
	-6.7
	0.1

	1992-93
	1.5
	3.5
	7.3
	2.8

	1993-94
	6.4
	-2.2
	-21.6
	0.1

	1994-95
	10.5
	10.6
	7.6
	10.2

	1995-96
	9.8
	10.1
	21.2
	11.2

	1996-97
	-4.0
	-2.3
	-23.5
	-6.2

	1997-98
	-3.3
	-3.7
	6.4
	-2.3

	1998-99
	-1.4
	-4.2
	13.5
	-0.2

	1999-00
	4.8
	9.1
	-3.6
	4.5

	2000-01
	-6.7
	-2.1
	-19.3
	-7.3

	Average Growth Rate

	1981-88
	14.7
	16.0
	12.9
	14.3

	1988-99
	2.5
	0.4
	1.3
	1.6

	1999-01
	-0.9
	3.5
	-11.4
	-1.4


Source: SPDC estimates, 2002.

Table C 20: SAP Expenditures: Pakistan 

	
	Level (Rs. Billion)
	As % of GDP
	SAP as % of Total Public Expenditure

	
	Current
	Development
	Total
	Current
	Development
	Total
	

	1992-93
	15.6
	7.2
	22.8
	1.2
	0.5
	1.7
	6.3

	1993-94
	19.1
	7.1
	26.2
	1.2
	0.5
	1.7
	6.4

	1994-95
	23.4
	12.0
	35.4
	1.2
	0.6
	1.9
	7.5

	1995-96
	29.8
	14.5
	44.3
	1.4
	0.7
	2.1
	7.8

	1996-97
	30.0
	12.4
	42.4
	1.2
	0.5
	1.7
	7.1

	1997-98
	31.1
	18.1
	49.2
	1.2
	0.7
	1.8
	7.4

	1998-99
	34.6
	12.6
	47.2
	1.2
	0.4
	1.6
	6.7

	1999-2000
	33.6
	9.8
	43.4
	1.1
	0.3
	1.4
	6.2


Source: Federal SAP Secretariat, 2002.

Table C 21: 
Total Income Value of Transfers Under Different Schemes; Pakistan 1997-98 & 2000-2001 (in RS. Million)
	
	1997-98
	2000-01

	Cash Transfers

	Zakat
	4000
	6600

	Ushr
	-
	-

	Bait-ul-Maal
	500
	2500

	Consumer Subsidies/public works

	Wheat Subsidy
	5000
	-

	Public works
	-
	6000

	Micro-credit Programs

	NRSP Program
	1000
	1000

	Social Security

	EOBI
	1000
	1500

	Housing Finance

	HBFC
	300
	300

	Total Value of Transfers
	11800

05% of GDP
	19700

06% of GDP


Source: Social Development in Pakistan, Annual Review 2000 and 2001.

Table C 22: 
Evaluation of Social Safety Nets in Pakistan
	Criteria
	Zakat
	Bait-ul-Maal
	Ushr
	Wheat Subsidy
	EOBI Social Security
	HBFC Housing Finance
	HBL - NRSP Micro-Credit Scheme
	SUMMARY OF SCORES

	
	
	
	
	
	
	
	
	High
	Medium
	Low
	Total

	Targeting Efficiency
	M
	M
	M
	L
	H
	L
	M
	1
	4
	2
	7

	Extent of Program Coverage
	M
	L
	L
	H
	L
	L
	L
	1
	1
	5
	7

	Degree of Ease of Access
	M
	M
	M
	H
	L
	L
	L
	1
	3
	3
	7

	Share of Program Expenditure of Benefits
	H
	H
	H
	L
	H
	L
	M
	4
	1
	2
	7

	Adequacy of Support
	M
	M
	L
	H
	M
	M
	M
	1
	5
	1
	7

	Income Equivalence of Transfer
	H
	H
	H
	M
	H
	M
	H
	5
	2
	0
	7

	Absence of Negative Incentive Effects
	M
	M
	L
	L
	L
	M
	H
	1
	3
	3
	7

	Extent of Self-Financing/ Progressive Financing
	H
	L
	M
	L
	M
	H
	L
	2
	2
	3
	7

	Degree of Independence from Private Transfers
	L
	M
	M
	M
	M
	M
	H
	1
	5
	1
	7

	Degree of Impact on Development
	L
	L
	L
	L
	L
	M
	H
	1
	1
	5
	7

	Summary of scores
	18
	27
	25
	70

	High
	3
	2
	2
	3
	3
	1
	4
	18
	-
	-
	-

	Medium
	5
	5
	4
	2
	3
	5
	3
	27
	-
	-
	-

	Low
	2
	3
	4
	5
	4
	4
	3
	25
	-
	-
	-

	Total
	10
	10
	10
	10
	10
	10
	10
	70
	-
	-
	-


Source: Social Policy and Development Centre Research Report No. 32.

Table C 23: Level of Informal Transfers: Pakistan 1996-97
	
	Urban
	Rural
	Total

	Total Annual Transfers (Rs. Billion)
	23.4
	47.7
	71.1

	Share of Transfers (%)
	33
	67
	100

	Average Monthly Transfers Received per Households (Rs.)
	415
	360
	377

	Transfers Received as a Percentage of Monthly Income
	6
	7
	7

	Households Receiving Transfers (million
	0.6
	2.1
	2.7

	Percentage of Household Receiving Transfers
	13
	18
	17


Source: HIES, 1996-97.

Table C 24: 
Poverty Status and Trends in Nepal

	Survey
	Population
	Number of People below Poverty Line
	% of People below Poverty Line
	Annual Poverty Line Income* 
	US$ (Exchange Rate/Year)

	NPC, 1976/77
	13,067,593
	4,730,468
	36.2
	720
	57.6

	NRB Household Survey, 1984/85
	16,686,364
	7,100,048
	42.6
	1971
	110.7

	NPC Estimate, 1992
	18,879,410
	9,250,911
	49.0
	4,145**
	97.1

	NLSS Report, 1996
	20,946,773
	9,426,048
	45.0
	4,560
	80.3

	NPC 2001
	-
	-
	38.0***
	6,000
	-


Note 1:
National Planning Commission (NPC); Nepal Rastra Bank (NRP); Nepal Living Standard Survey by Central Bureau of Statistics (NLSS)

Note 2:
* Income required for minimum consumption per person per year

** This is only an estimate.

***Tentative estimates during Mid-term Review of  Plan IX, 2001 

Source:
Sharma, S. (1998) & UNDP,  Nepal Human Development Report , 2001.

Table C 25:
Nepal’s Per Capita Expenditure in Selected Sectors in Rupees (Million Rs.)

	Sector
	Nominal
	Real (Year 2000 Prices)

	
	1991
	1995
	2000
	1991
	1995
	2000

	Social services
	233.2
	526.7
	913.7
	480.3
	719.6
	913.7

	of which:
Education
	112.6
	250.1
	411.1
	232.0
	341.8
	411.1

	
Health
	35.7
	73.8
	152.1
	73.6
	100.9
	152.1

	
Drinking water
	29.2
	54.9
	107.3
	60.2
	75.0
	107.3

	Economic services
	663.5
	701.5
	919.8
	1366.6
	958.4
	919.8

	Police and defence
	110.5
	177.0
	297.5
	227.6
	241.9
	297.5

	Debt servicing
	130.2
	300.4
	442.1
	268.2
	410.4
	442.1


Note:
Table adopted from Nepal Human Development Report 2001, by UNDP.

Source:
Economic Survey, Ministry of Finance and consultant’s calculation, 2002.

Table C 26:
Nepal’s Sectoral Classification of Government Expenditure (Growth in %)

	
	Nominal Growth Rate
	Real Growth Rate

(at 1999/00 Prices)

	
	1991
	1995
	2000
	1991
	1995
	2000

	General services 1
of which: police

Social services

Education

Health

Drinking water

Local development

Other social services

Economic services

Agriculture and forestry 2
Irrigation

Industry and mining

Transportation & communication Electricity

Others 3
Defence

Debt servicing
Foreign

Domestic

Miscellaneous 4
Total
	17.0

19.8

19.7

23.8

18.2

26.7

49.9

-7.2

11.7

14.6

24.6

-4.4

20.1

1.3

162.5

14.5

23.0
22.9

23.6

32.4

14.8
	13.4

15.6

14.4

13.3

19.6

17.3

12.0

24.5

8.5

0.7

4.2

25.9

5.4

28.8

18.1

11.8

10.6
12.5

9.7

15.4

11.2
	15.2

17.7

17.1

18.6

18.9

22.0

31.0

8.6

10.1

7.6

14.4

10.7

12.7

15.1

90.3

13.2

16.8
17.7

16.7

23.9

13.0
	5.7

8.3

8.0

11.8

6.8

12.5

36.5

-15.9

1.3

3.7

11.7

-14.2

8.6

-8.5

140.5

3.4

10.8
10.8

11.3

21.7

3.9
	6.5

8.6

7.6

6.6

12.6

10.4

5.2

17.3

2.0

-5.3

-2.2

19.0

-1.1

20.8

10.8

5.0

3.9
5.8

3.0

8.6

4.5
	6.1

8.4

7.8

9.2

9.7

11.4

20.8

0.7

1.6

-0.8

4.7

2.4

3.8

6.2

75.7

4.2

7.4

8.3

7.1

15.2

4.2


Note:
1.    Includes general administration, economic administration and planning, constitutional organs,  

revenue administration, judicial, and foreign services

2. Includes agriculture, land reform, and forestry

3. Includes survey and other economic services

4. Includes loan and investment extended by government

Source:
Economic Survey, Ministry of Finance & Table adopted from Nepal Human Development Report 2001 by UNDP.
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Table D 1:     UNDP Assistance to Poverty Reduction: Bangladesh

	Project
	Duration
	Expenditure
	Stakeholders
	Brief Aims

	
	Planned
	Actual
	Planned
	

	MICRO or MESO

	Bangladesh Community Empowerment

(Patuakhali)
	5 years
	5 years
	3.6 m $
	BARD

UNOPS
	Empowerment of the poor by: (a) local level (LL) action; (b)  activating LL govt. agencies for more responsive services and, (c) providing services, e.g. micro-finance, social mobilization and technical training.

	Bangladesh Community Empowerment

(Sylhett)
	5 years
	5 years
	2.4 m $
	BARD

UNOPS
	Empowerment of the poor by: (a) participatory LL action; (b) activating LL govt. agencies for more responsive services and, (c) providing services, e.g. micro-finance, social mobilization and technical training.



	Bangladesh Community Empowerment

(Sirajganj)
	5 years
	5 years
	2.07 m $
	BARD

UNOPS
	Empowerment of the poor by: (a) local level (LL) action; (b)  activating LL govt. agencies for more responsive services and, (c) providing services, e.g. micro-finance, social mobilization and technical training.

	Bangladesh Community Empowerment

(Rajshahi)
	5 years
	3 years
	2.5 m. $
	BRDB

UNOPS
	Empowerment of the poor by: (a) local level (LL) action; (b)  activating LL govt. agencies for more responsive services and, (c) providing services, e.g. micro-finance, social mobilization and technical training.

	KST/SAPAP
	7 years
	7+ years
	?
	LGRD

UNOPS
	Empowerment of the poor by: (a) formation of self-managed VOs and  poor  members effective decision-making power; (b) affirmative actions for the poor and women; (c) mobilizing savings; (d) enhancing skills of poor; (e) undertaking community projects and, (f) controlling policies of LL Banks, State and NGOs.

	Sirajganj Local Governance Development

Fund
	5 years
	2.5 years
	8.9m $
	LGRD

BHCD

T.N.O

UP


	Empowerment of the poor by: (a) delivering sustainable small scale infrastructure; (b) building capacity for planning; (c) financing and managing basic dev.  Activities and, (d) drawing lessons for replication. 

	Community

Livestock and Diary Development (19 Thanas in NW BD)
	4.5 years
	3 years
	3.25 m $
	GMF

FAO

UNOPS
	Empowering poor and disadvantaged by (a) promoting earnings from life stock & dairy; (b) forming self-managed CBOs; (c) micro-credit (various sizes) to 7,750 landless people for IG activities and, (d) ecologically sustainable crop-

Livestock-fishery farming. 

	Local Partnership for Poverty Alleviation (3 cities and 8 Pouroshavas)
	5 years
	2 years and 9 months
	?
	LGRD

LGED

HABITAT

UNOPS
	Empowering poor and disadvantaged by (a) forming urban poor groups; (b) mobilizing savings; (c) start-up grants for poor man’s ventures; (d) community project planning and implementation and, (e) skill development.

	ALL MICRO

FINANCE

OPERATIONSRural CEPs, Urban CEP, KST, (7) + Coastal Fishery, Pro-poor, JMS, Youth Club, SDWS and CLDD (6) + SEM, Horticulture (2)
	Different

For

Different

Projects
	?
	?
	Various
	Granting micro-finance grants to those specialized intermediaries who: (a) have sound mission and vision to  serve low-income clients; (b) have transparent and international standard bookkeeping records and, (c) are financially viable & have low default rate & diversified sources of funding.


	MACRO

	Building Capacity For

Local Governance

(National)
	5 years
	5 years
	?
	NILG

UNOPS
	Supporting NILG to train elected persons from UP, Pouroshava, etc. for: (a) transparent and accountable LL functioning; (b) upgrading operational and substantive skills and, (c) delivering LL services justly and equitably.

	Non Formal Employment Generation In BD (National)
	2 years
	2 years
	.633 $
	Planning Commission

Private Sector

Civil Society

NF Agencies
	Empowerment of the poor by: (a) employment generation in non-farming sector; (b) Networking of GO, NGO, PO and NF; (c) Synergic relations and enhancing capacity of the planning commission to lead, manage, monitor and update the programmes. 

	Monitoring Of

Sustainable Human Development
	Almost 3

Years
	3 years
	.96 m.$
	Planning Commission

UNOPS

Consultants
	1. Collecting coherent data about target SE groups.

2. Analysing the LT impact of macro policies on SHD and SE groups by using dynamic CGE models.

3. Strengthening capacity of GOB, BBS and PC to design effective SHD policies.

	Promoting Policy On Local Level Governance and Decentrali-zation
	6 months
	1 month
	.198 m.$
	GOB

UNDESA

UNCDF

Researchers
	Promoting desirable national policies in the fields of: (a) democratic, decentralized LL governance; (b) commissioning research to discover loopholes in the current system and, (c) forming a joint task force of GOB and UNDP to coordinate macro policies in decentralization.

	Facilitating Poverty Reduction Through Local Governance
	1 year
	! month
	.613 m. $
	GOB

Private sector

NGO

Local Govt. bodies
	Operationalizing of mode of assistance for more effective poverty reduction by: (a) using GIS tool for mapping LL social, economic and infrastructure factors; (b) sharing information with UDDC, UP, NGO, Chamber, etc; (c) arranging centre-local dialogue and, piloting in selected districts.

	LIFE (Urban)
	2 years
	?
	2 m. $
	UNOPS
	Small grants + Dialogue + Advocacy


Source: Various Documents Supplied by UNDP, Dhaka Office (See reference list).

Table D 2:     UNDP Assistance to Poverty Reduction: Pakistan

	Project
	Duration
	Expenditure ($)
	Objective
	Outcome/Output

	Policy Actions
	Continuous
	?
	
	• Co-Organized GOP-chaired Local Dialogue Group on human development with a focus on poverty alleviation 

• Organised UN Country Team's input in the formulation process of the Interim Poverty Reduction Strategy Paper

• Assisted the Planning Commission in outlining Pakistan's efforts to measure progress towards meeting International Development Targets 

• Conducted substantial advocacy for poverty-environment nexus through the formulation of National Sustainable Development Program

• Providing support to the Centre for Research on Poverty Reduction and Income Distribution

	National Human Development Report Theme for 2001: "Implementing the Strategy for Economic Growth and Human Development"
	01/01-12/01
	UNDP: .15m
	To determine the nature and extent of poverty in Pakistan and to review the policies with an aim to develop a strategy for economic growth and human development
	• NHDR (an analytical and advocacy tool) in Urdu and English, leading to possible change in development policy


	Area Development Programme AJK
	11/97-12/01
	UNDP: 4,12m

IFAD: 20,47m


	To improve the well being of disadvantaged urban and rural communities by increasing cost effective impact of technical assistance and development investments.
	• Improved utilization of resources by developing policy analysis, planning, database management and monitoring and evaluation capacity for Planning and Development Dept. and line agencies 

• Promotion of community participation in development planning and implementation through sustainable support mechanisms- 650 Community Development Groups to be organized and made functional 

• Environmental protection, conservation and development of natural resources- 200 demonstration plots established; 25% natural forests protected; 20 mini dams and 50 water ponds constructed; 300 farmers adapted aquaculture; and 1,000 farmers trained in sericulture 

• Enhanced awareness and development approaches to empower women and increase their status and standard of living, alleviate poverty and reduce population growth

• Development of human resources at all levels, especially disadvantaged urban and rural communities 

• Strengthening the functioning and implementation capacity of line agencies and development of government-community linkages

	Area Development Program Balochistan
	07/97-06/03
	UNDP: 5,05m

WFP: 4,4m

GOP: 6,9m

Beneficiaries

(in-kind):  2,9m


	To alleviate poverty and achieve sustainable human development in the rural areas of Balochistan, by adopting a community participatory approach to increase productivity, diversify income generation, sustainably utilize natural resources and improve access to social sector services.
	• 1200 Community Organizations (600 each for men and women) to be organized and made functional 

• Rehabilitated infrastructure to enable the economic activity to increase, human resources to develop and participation to flourish- groundwater recharge ponds / check dams of 480,000 cu.ft. capacity and dams of 20 million cu.ft. capacity constructed; 20 karazes of 30 km length rehabilitated; construction of flood protection gabions walls (2,8 million cu.ft.) & 10 diversion dams with irrigation off-take; 1500 acre of rangel and rehabilitated; and 450 km farm to market roads constructed; and 6,000 ha new area brought under irrigated agriculture. 

• Planting of fans 20,000 acres and hills 10,000 acres " 30% increase in supply of farm inputs

• Establishment of fuel wood lots on an area of 300 acres • Improved on-farm irrigation practices on 100,000 acres 

• Improved level of human resource development- 50% increase in coverage of extension services 

• Establishment of an institutional framework and capacity building of counterpart department that will support increased economic activity, human resource development and the participatory process

• Arrest of rural environmental degradation and restoration of the environment at sustainable level 

• Establishment of a well equipped GIS Unit and 3 soil testing laboratories

	Northern Areas Development Program
	10/97-12/00
	UNDP: 1,3m

IFAD: 14,6m

GOP: 3,8m

Beneficiaries

(in kind):1,6m


	Improve income and living conditions of the population, particularly the poorest and the more disadvantaged section, in the core project area, by using a community participatory approach to improve and rationalize the use of resource base for sustainable development.

- increased crop and livestock productivity and enhance income generating capabilities of rural men and women.
	• 250 Community Organization and 250 Women Development Groups (WDGs) formed and made functional 

• Community credit pool mobilized with credit procedure in place and revolving credit scheme in operation 

• Income generation and credit programs fully operational 

• Trained women extension staff to provide services to WDGs for approximately 10,000 households 

• 120 Village Resource Women and 120 WDGs trained in agriculture related activities, animal husbandry practices, poultry management and vaccination, sericulture, apiculture, forestry related activities, health, nutrition, sanitation and birth attendance 

• Creation of a women extension cell in the Agriculture Dept. to support the women development activities 

• Establishment of a well equipped GIS Unit

	Lachi Poverty Reduction Project
	01/00-12/04
	UNDP: 1,14m

DFID: 4,2m

SAPAP: 0. 32m


	To sustainably improve the livelihoods of over 100,000 people living in Lachi Tehsil, District Kohat by harnessing the peoples potential through socio-economic empowerment and to develop and promote a replicable model for rural poverty reduction for other parts of Pakistan
	• Equitable and accountable 386 men community and 231 women's community organization (MCO, WCO) established and operating effectively " Management and leadership capacity of MCO/WCO sustainably strengthened 

• Technical skills of 876 MCO and 570 WCO sustainably enhanced • A total of 8,196 loan disbursed to men and 3,815 to women with a minimum repayment rate of 97% 

• Support provided to MCO/WCO in planning and implementing priority infrastructure and other schemes 

• Effective linkages facilitated between government departments and MCO/WCO and replication strategy developed 

• Advocacy program to influence policies and regulations affecting sustainable rural development planned and implemented

	Pakistan Community Development Project for the Rehabilitation of Waterlogged and Saline Land
	01/98-12/02
	UNDP: 1m

AusAID: 2.7m
	To address the menace of waterlogging and salinity in the country through the promotion of sustainable biological farming systems for reclamation and rehabilitation of saline affected and waterlogged lands to improve community livelihoods in the Punjab province
	• Village preparation and formation of Salt Land User Groups 

• Planning and implementation of management procedures and monitoring systems for waterlogged and saline lands 

• Capacity building of line agencies " Operation of women's Income Generation Activities Fund 

• Improvement and dissemination of on-farm technologies for waterlogging and saline areas in 53 villages in 3 districts of Punjab


Note*:
Parallel Financing by WFP, IFAD and SAPAP= US $ 39,775,002; Contribution of Government of Pakistan (in-kind or cash) = $ 10,733,000; Beneficiaries contribution (in-kind)= $ 4,503,000

Source: 
UNDP office, Islamabad.
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ANNEX H: 
TERMS OF REFERENCE - COUNTRY ASSESSMENT OF MICRO AND MACRO LINKAGES, UNDP, MARCH 2002 

Introduction

The Evaluation Office (EO) of UNDP recently undertook an analysis of critical issues relating to poverty reduction based on empirical evidence documented in UNDP’s Results-Oriented Annual Reports (ROARs) and various Poverty Reduction Strategy papers (PRSPs). The analysis was performed in an attempt to assess concrete measures effective in linking macro and micro operations from UNDP’s development efforts. By ‘macro’ in this context we mean state sector economic policies regarding allocation of resources, policies concerned with exploitation of, or rights over, resources, and policies related to structural issues including those intended to stimulate free market mechanisms, for example through privatization and trade measures; ‘micro’ refers to social, political and economic institutions and their inter-relationship at the grassroots level.

National poverty reduction strategies in South Asia were primarily aimed at reducing the relatively high external input approach to poverty alleviation and, equally importantly, empowering the rural poor to contribute to their development using their own resources and articulate relevant demands on government services. Since 1994, UNDP has been working on grassroots pilot projects with communities in six South Asian countries under the South Asia Poverty Alleviation Programme (SAPAP), which represents a significant  sub-regional initiative towards poverty alleviation through social mobilisation of the rural poor. Largely based on local self-development actions to contribute to collective self-empowerment without external support, SAPAP provides interesting lessons on poverty alleviation. Such efforts, however, are circumscribed by the prevailing macro-and structural factors that are both complex and challenging, which make it necessary to develop a sharper understanding of the linkages that exist between the macro and micro factors in poverty reduction strategies. For instance, trade and exchange rate policies may have a larger impact on poor people’s well-being and development than the relative size of the state budget allocated to health and education.

The Basis for a Regional Perspective

The potential for understanding grassroots reality depends on accessing a repository of knowledge on a range of issues at the local level and doing so over a period of continuous time, preferably with a historical perspective. UNDP and its partners have gained considerable experience in this range of understanding from SAPAP and other poverty alleviation programmes in South Asia. This is particularly relevant to assessing macro-micro linkages in the context of poverty alleviation, a new area of focus for UNDP. 

On 13 February 2002, the Evaluation Office organized a ‘lessons learning’ meeting on ‘Assessing Linkages Between Macro and Micro Level Issues in South Asia’ in New Delhi, India, to initiate regional dialogue and planning for country assessments on the link between the macro and micro level development issues. UNDP and national representatives at the meeting recognized the importance of a regional assessment agenda as regards the key issues, which are highlighted below and will be detailed more specifically for a series of proposed country assessments. These  individual assessments will validate the focus of the regional evaluation exercise and serve as the basis for the production of a regional report, which will synthesize the evaluative evidence, main lessons learned and recommendations.
The SAPAP regional programme is in its final year. During the current extension phase , its emphasis will be much more on policy advisory activities than it has been in the past. A range of activities is proposed to further consolidate this work. Among these, work with SAARC on preparation of regional poverty profiles, increased advisory services to improve awareness of policy-makers about the importance of social mobilization for poverty reduction, are aimed at specific policy changes, replication in different countries, and increased donor interest. This point in time is therefore ideal for conducting a regional assessment in order to identify ways in which macro- micro linkages can be made more concrete in ongoing and planned activities. This is expected to offer practical lessons to UNDP and its partners as well as have an impact on actual policy outcomes.

Objectives

The key objective is to obtain a critical assessment of  UNDP poverty alleviation interventions in South Asia over the last 5 years with a special focus on linkages between macro and micro level issues. This will be undertaken by consolidating various perspectives based on existing knowledge and existing studies. 

The proposed country assessments aim at achieving the following specific objectives:

Identification and analysis of the main aspects of linkages between macro and micro level development issues based on common experiences of the SAPAP and other social mobilization programmes in the region.

Assessment of results of UNDP‑supported programmes in poverty alleviation, highlighting UNDP's comparative advantage vis-à-vis other partners as well as the effectiveness of UNDP partnerships in the area.

Identification and analysis of the underlying factors influencing UNDP interventions in poverty alleviation, highlighting in particular lessons that could be drawn from experience.

Formulation of concrete recommendations aimed at improving UNDP's capacity to address poverty alleviation issues based on its comparative advantage and in partnership with other appropriate institutions.

Issues to be addressed

Conceptual and methodological issues

Evolution of an overall framework guiding the design of UNDP interventions in poverty alleviation strategies and the strengths and weaknesses of that framework.

Clarity of the objectives of UNDP interventions in poverty alleviation; use of indicators and benchmarks.

Trends analysis: types of poverty reduction approaches supported by UNDP and methodologies used in deciding for a given situation the most suitable type of strategy.

Key issues/results from UNDP initiatives in poverty alleviation programmes

SAPAP’s goal of enhancing social mobilization is intimately related to capacity building and development issues, both necessary conditions for effective development of the poor. In this context, there is a need to identify a conceptual framework in order to enhance SAPAP’s effectiveness. This framework must deal with the following two issues: strengthening the capability of the poor to access resources, and mainstreaming them into the market economy.  Once these issues are resolved, the amount of social mobilization achieved will be discernable. 

It is important to look at the intermediate and final outcomes of an intervention.  This makes it easier to identify strategies, partnerships and additional experimentation.  In the poverty reduction context, it is important to assess how social mobilization leads to poverty reduction. Experiences in other countries as well as identification of the different forms of poverty must be assessed.  It is also crucial to look at structural issues when examining outcomes, as the performance of social mobilization will vary, depending on the context. Additional debate should focus on structural issues such as how power relations are organized in a given institutional context.

Why has the SAPAP model not been replicated in other district administrations of the same state or country?  Links in terms of sensitizing policymaking, sensitizing on the role of social mobilization and capacity building gain importance in this context. Outcomes must be credible, change must be visible and sustainability must be foreseeable.  

Thus,

· Identify exit policies. If capacity-building is a key aspect of poverty alleviation interventions, then how long should it  continue? 

· What are the key implications in mainstreaming the poor in the market? Mainstreaming the poor into the market does not mean only implementing micro finance schemes.  It also requires strengthening capacity, such as health and education.  The question is how to muster enough support to have the poor direct various marketing processes.

· The relationship of the poor to the non-poor must be clearly identified. The non-poor within the macro-micro context must be considered, particularly in reference to spatial planning. 

· In supporting the poor, at what stage should capacity be built and what are the next steps?  If the purpose is to establish a benchmark, it must be clear where we stand.  If however, the purpose is to phase out the project, then the concern should be on the role of other actors as well. 

· What is the relationship between  micro credit and poverty alleviation programmes?  Have macro-micro linkages been impediments or have they contributed to poverty alleviation?  The SAPAP model must be revisited in order to understand how macro-micro linkages were conceived, how they should be implemented and if they have been successful in other similar circumstances.  Country case studies should also be examined in order to see how SAPAP differs from other interventions.  

· What are the key constraints hindering the poorest groups from accessing resources either at the community level or at the government level?

· Identify contribution to social mobilisation efforts at the local level and their impact on decision‑making, democratization, political reform and development processes at the national level.

Expected Product 

Based on desk research the EO expects:

An analyses of UNDP initiatives in poverty alleviation in terms of (a) number of programmes and projects and amount of national allocation of resources, including total UNDP allocation in country, highlighting to the extent possible, key sectors where such initiatives have been introduced and,  (b) types of  poverty alleviation approaches supported by UNDP ‑ devolution, deconcentration and delegation.

A case studies of two or three major initiatives and an outline of emerging lessons from national efforts in poverty alleviation so far, including lessons learned across country programmes and sectors on the conceptualization and implementation of poverty alleviation interventions - supporting tables/graphs; profile of selected programmes and projects providing some basic information on key elements of poverty reduction strategies and programmes.

The results of UNDP initiatives in addressing macro and micro- level issues, highlighting those that demonstrate UNDP's comparative advantage vis‑a‑vis other partners as well as the result of UNDP's partnerships with other institutions, in selected sectors/sub‑sectors. This should include a critical assessment of macro-economic issues affecting the success of UNDP‑supported programmes and projects in poverty alleviation, including partnerships, capacity‑building and sustainability.

Recommendations on how to strengthen UNDP's overall capacity to assist country programmes, specifically those that can serve as inputs to: (a) A clearer 
definition of macro-micro linkages in the context of  national policy on poverty alleviation, (b) development of appropriate methodologies for programme design, implementation, monitoring 
and evaluation including the selection of indicators and, (c) building strategic partnerships within and outside UNDP to achieve desired results.

Methodology

Desk research

The country report will be undertaken through an extensive desk research by a consultant to obtain and analyze information (as outlined above) needed to have a good overview and/or a global picture of UNDP initiatives in the area of poverty alleviation approaches, lessons learned, and to have indications of the main issues concerned that should be examined more closely. Sources of information should include national statistical reports, UNDP programme/project report documents, including relevant SRFs and reports of technical reviews, evaluations and related studies conducted by UNDP and other partners. 
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� 	It is envisaged that a further analyses of these country assessments will be undertaken with specific emphases on (a) the importance of ‘micro-macro lessons learned’ for the South Asian Region as a whole and, (b) the extend of impact of the countries’ Structural Adjustment Policies (SAP) on the PA initiatives.





�        As stated before the planned further analysis of the South Asian country assessments on a regional bases will, amongst others, specifically address the impact of SAP on the nations’  PA initiatives.





� 	Micro Programmes are thus confined within a single locality. They are generally designed as pilot projects for demonstrating and/or discovering best practices or best policy options in the general field of poverty reduction.  Meso Programmes are run in more than one locality. They serve all the purposes of a micro project and have the additional advantage of testing their effectiveness across different localities, which may also help to ascertain their replicability and sustainability potential. National Programmes or Macro Programmes are implemented throughout the whole country. They are mainly aimed towards formulating national level policies/laws/ capacities/ institutions to serve the needs of the whole economy or country





�  	The Finance Minister stated in the printed version of the last budget speech (2002), ‘The macro-economic and structural reforms initiated by the government during the first half of the 1990s were ignored and stalled during the rule of the AL, which resulted in macro-economic imbalances.’ This statement in itself is not wrong; but when taken in isolation it may have some hidden political nuances. (Section 8, Part 1 of the budget speech.)





� 	See tables C.1 and C.2 in Annex C.


� 	See tables C.3 and C.4 in Annex C.





� 	Additional dialogue materials also served as sources:  These included CPD’s Citizen Task Force Report On Poverty, Voices of The Poor Study for the WDR 2001 (Prpshika 2000) and Consultation Reports. (People’s Empowerment Trust/Action Aid 2002 reports were used to reflect people’s opinions.) In general these dialogues were held at Upazilla, division and national level on the eve of the Paris Aid Club meeting. 





�         It is envisaged that a future analysis of the South Asian country assessments will, amongst others, specifically address the impact of SAP on the nations’  PA initiatives.





� 	See tables C.5 in Annex C.


� 	See tables C.6 in Annex C.





� 	Village studies show that if a landless worker were to become an informal transportation worker his family would enjoy a 16 per cent increase in per capita consumption. If he were to switch to a job of petty trade, the consumption increase would be 23 per cent. Econometric studies also show that the proportion of family workers working in the non-farm sector of the rural areas, which is by and large an informal sector, also has a significant positive impact on household income. (WB, 2002.)


�           Given the highly expensive nature of parliamentary elections, only the very rich are generally able to contest and win an election. Thus the two mainstream parties of Bangladesh have been increasingly nominating big businessmen, ex-bureaucrats and ex-military officers as their candidates to contest in the national election. The present election law has set a limit of $6,000 per candidate, which was violated by almost all the candidates of the two parties. Thus many of the elected parliamentarians ultimately had to submit either a false account of expenditure to the Election Commission or did not submit at all. The Election Commission reported after the 1996 election that 182 candidates who had won did not submit any report at all. A similar pattern was followed in the last election.  





� 	In Bangladesh, the lowest informal unit is the ‘Para.’ This is equivalent to the universal concept of ‘Neighbourhood.’ The next higher unit is the ‘Gram’ (in the rural sector) or ‘Mahalla’ (in the urban sector.) Up to this level we do not find any formal administrative institution of the State. Thus Para/Gram/Mahalla actually constitutes the lowest informal habitation in Bangladeshi society. Just above is situated the ‘Ward,’ the first formal local-level tier consisting of a number of villages/Mahallas. Several Wards constitute another larger local level tier called the ‘Union’ and several Unions make a ‘Thana’ or ‘Upazilla,’ from where the actual administrative tier of the State begins. A ‘District’ or ‘Zilla’ is made of several Thanas or Upazillas. Several Zillas form a ‘Division’ and the six Divisions constitute the country. 





� 	The major aims of these  projects are described in table D.1 of Annex D.


� 	See bibliography





� 	The government’s fifth five-year plan has again reiterated the need for participatory rural development if the poverty alleviation objectives are to be achieved. It emphasizes that UPs must be the local government focal points for participatory rural development. It also suggests creation of a new tier at village level called ‘Gram Parishad’ to assist the Ward member and the UP to formulate the local level plan. According to the fifth five-year plan document, a process of social mobilization and grass-roots consultation should be the starting point of a bottom-up planning process. It also urges the devolution of effective decision-making power to these local government bodies, as well as holding them accountable to their constituency in a more direct manner. The fifth five-year plan also proposes a procedure for integration of Village/Union/Upazilla/Zilla plans once elected local government bodies are formed at each of these levels. The present new government is not clear whether it is going to implement all of these proposals in the fifth five-year plan. However implementation of an elected four-tier local governing system (Gram-Union-Upazilla-Zilla) and entrusting it with the responsibility of local-level planning presupposes three important preconditions: (a) The presence of a free and fair election system at all these tiers with equal opportunity for the marginal classes to participate in those elections; (b) giving real financial and decision-making power to the elected local bodies and, (c) institutional arrangements to ensure proper transparency and accountability of the local-level bodies.





� 	The EGS is commended by the UNDP’s Human Development Report (1993) as one of the largest public works programmes in the developing world.





�	The NREP and Rural Landless Employment Guarantee Programme (RLEGP) were operating in the 1980s. 





�	See Tendulkar et al (1993)


� 	See Cornia and Stewart (1995), Sen (1995)





� 	In the 1990s poverty related concerns were raised, as shown by the Mid-term Appraisal of the Ninth Five-Year Plan (GOI, 2000): (a) A fiscal crisis faced by state governments, resulting in lower spending on social sectors; (b) the slowing down of and less dispersed agricultural growth, especially in food grains; (c) a decline in employment intensity in the agricultural sector with a small increase in real wages; (d) the failure of targeted public distribution system (targeted PDS) to reach the poorest in northern and eastern states; (e) a negligible expansion in the non-farm sector and, (f) indifferent functioning of poverty alleviation and watershed development schemes.





�	For details on integration of poverty alleviation programmes with sectoral programmes, see Nayyar (1995).


� 	Other examples are: Each state in India has had some successful micro projects from which lessons have been learned and incorporated into national or state policies. A few examples are: Pani Panchayats in Maharashtra; the Sukhamajori experience on sustainable development; the M.V. Foundation in Education in Andhra Pradesh; the Self-Employed Women’s Association in Gujarat, the CHIPCO movement in Uttaranchal state; and the Amul cooperative movement in the dairy sector.





� 	Lower credit-deposit ratio does not necessarily indicate a ‘surplus’ but utilization of funds elsewhere. In general, the credit-deposit ratio for rural areas in the country is lower than for urban areas, indicating that rural areas are net savers whereas urban areas are net investors. 





� 	Around 90 per cent of the workers in India are in the ‘unorganized sector’, including those who work in agriculture, construction, traditional leather tanning, handloom weaving, fishing, forestry, salt making and other household industries. They unprotected by legislation and most of them tend to be poor. In addition, there are workers in the urban informal sector. Some of their problems are different from those of rural workers. However, many characteristics of the urban informal sector are more of rural than of urban origin.





�	A study conducted recently to locate SAPAP in the Sustainable Livelihood Framework has captured some of these linkages (Mahendra Dev et al, 2002.) 


 


� 	For federal subsidies over the period of time see table C.17 in Annex C





�           It is envisaged that a future analysis of the South Asian country assessments will, amongst others, specifically address the impact of SAP on the nations’  PA initiatives.


� 	For a ‘total income value of transfers under different schemes’, see table C.12 in Annex C.





� 	An overview of the UNDP sponsored studies in Pakistan shows unsatisfactory progress before 1996 but a relatively satisfactory progress after this period. This division before and post 1996 reflects the policy and emphasis change in UNDP after Dhaka Summit towards the financing of project regarding poverty reduction. 





� 	The projects among them were Sustainable Use of Dry lands, Environmental and Sustainable Livelihood Programme Support, Enhancing Regional Cooperation in South Asia through Collaboration in Energy and Environment, PLUS, Solid Waste Management Programme (SWEEP), Commercialization of Renewable Energy and, Mountain Areas Conservancy Project.





� 	For a description of the related outcomes and outputs, see table D.2, Annex D. 


� 	Economic data in tables C.24, C.25 & C.26 in Annex C refer.


�        It is envisaged that a future analysis of the South Asian country assessments will, amongst others, specifically address the impact of SAP on the nations’ PA initiatives.





� 	Macro-micro disconnect stands for differences in the perspectives, orientation, information base, approaches etc. between macro-level and micro-level stakeholders. 





� 	Rapid progress on conceptual front (i.e. definition of poverty or its dimensions) illustrated by main focus on per capita income as indicator of poverty level during 1950s. In 1990s and onward, (not very easy to operationalize in diverse contexts) concepts such as ‘sustainable livelihood’, ‘freedom of choice’, ‘right-based livelihood’, ‘opportunity-empowerment-security-capability assurance’ etc. dominated the discourse on poverty. Widening temporal and intellectual gaps between poverty thinkers and PA practitioners is one consequence, despite mediation by NGOs etc.





�	Poverty fundamentals (taking cue from often used term, ‘macro-economic fundamentals’) may include: unequal access to productive resources; pervasive disguised unemployment; subsistence trap (and recent debt trap); historically permanent under-investment; missing accessibility and infrastructure; persistent traditional inequities (e.g. unequal access to resources); feudal patterns of economic behaviour; institutional and incentive structures for resource mobilization and governance; fatalism and low human-resource capacities characterizing focus on primary product export.





� 	Specific features of Nepal are a small size; landlocked geographic location with open borders with large neighbour (India); largely mountainous landscape (with associated constraints); quite recent conversion of feudal state to modern nation state with young democracy and teething troubles; development-oriented institutional structures and governance systems still evolving; low local resource mobilization capacities and excessive external dependence etc.





� 	State undertaking new responsibilities of development and welfare without experience, capacities, information base and lack of assertiveness for economic discipline and effective governance. (Nepal shares some of these factors with other South Asian countries). To this one may also add responsibilities imposed by donors through macro-economic structural adjustments etc. without preparation and capacities. Consequences of this include negative side effects on the poor and enhanced domination of ‘super macro’, i.e. donors.





� 	Other examples of successful recourse access are (a) Village Irrigation Works were supportive of farming; (b) Enterprise Service Centres, Utility Buildings for IGAs/MEs, playing a crucially important role in making MEs viable as they were widely used for collecting, storing and selling produce and,  (c) House Construction, safe water supply, preventive and primary health care with beneficiary/community participation to improve health conditions and such raising human capital. 





� 	Products were broiler chickens, black tea packs, iced yoghurt in polythene packs, ornamental pots, bakery items, candle packets and cement blocks. Goats were bred as well. 


42 	Products included mineral water bottles, packaged coffee, black pepper and cloves.
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