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Executive Summary

The third phase of UNDP's Human Development Initiative (HDI) ended during the first half of 2002. Project documents for HDI-IV were signed in early 2003. The new phase comprises six projects with a total budget of $22 million for 2002-4 (c.f. $50 million for HDI-III). The goal of HDI-IV remains to have grassroots-level, sustainable impact on poverty in Myanmar. This phase has evolved with a more strategic focus through the combination of earlier phase-III projects into an inter-sectoral approach; clearer targeting of the poor within HDI villages; and an enhanced approach to community organisation.

A two-member team of international senior consultants undertook the 2003 Independent Assessment Mission in Myanmar during the period August 10-30.

The Assessment Mission explored in detail the question of the conformity of HDI-IV with the Governing Council/Executive Board decisions which provides the direction and guidelines for UNDP assistance to Myanmar. The Mission concluded that HDI-IV had been clearly and expressly designed to conform to those decisions. UNDP and project staff are fully committed to implementation of the GC/EB decisions. Thus far, all project activities are in compliance with the decisions, and there is every reason to believe this will continue throughout the phase.

Rural poverty in Myanmar is acute and widespread. It is undoubtedly growing as a result of the deteriorating economic environment. UNDP stands alone in understanding and addressing issues of rural poverty in the country through its HDI which is having a direct impact on a large number of poor villagers. It is also laying the foundation for promising systems of local governance, and has the potential to contribute to the policy dialogue on effective pro-poor policies. The combination of direct field experience with positive impact and the ability to represent the concerns of the poor on the national and international stages is a compelling justification for HDI.

While HDI-IV is still very new, the Assessment Mission reviewed the progress of the last few months in meeting basic human needs and concluded:

· The enhanced system to identify the poorer households in a village, on the basis of food and income security, is a considerable advancement in targeting the most needy for HDI interventions.

· HDI-IV is more focused and coherent than earlier phases. The inter-sectoral focus and enhanced approach to community organisation seem likely to have a greater impact on the selected target groups at less cost. There are opportunities to incorporate the Agriculture Sector Review and the Micro-finance project more effectively into the total programme to further enhance coherence and complementarity.

· Self-Reliance Groups (SRGs) -- affinity groups of 15-20 women from poor households -- form the core of the new approach to community organisation. These groups are effectively providing a voice to the poor, initiating savings and credit schemes, and is a cost-effective vehicle for training. Care needs to be taken on the long-term sustainability of these community-based organisations.

· HDI-IV deserves high marks for its programme approaches to empowerment of the target group and to income and gender equity.

· The broad-based package of project interventions is appropriate in meeting the articulated priority needs of the beneficiary groups, particularly with the shift in emphasis towards increasing incomes as the highest priority.

· The Micro-finance project is making a significant contribution in promoting the income and savings of the poor. It is well conceived and managed, and achieves impressive financial sustainability in a difficult environment. Its ability to expand is constrained by the related challenges of under-capitalisation and institutionalisation.

· The HIV/AIDS project contains many useful elements, but would benefit from sharper focus.

· The design of HDI-IV has done much to improve the cost-effectiveness of the programme.

· There has been considerable learning over the last ten years that has led to refinements and improvements in the current phase.

Challenges, Constraints and Recommendations

1) Monitoring and Evaluation. While good progress has been made in strengthening the M&E system within HDI, much remains to be done to improve learning within the programme, to demonstrate impact and programme effectiveness, and to use the field experience to contribute to policy improvement. HDI should concentrate on:

· creating a structured base to capture knowledge from the field to improve the capacity for learning from field experiences 

· finding pragmatic and cost-effective ways to measure and assess the impact of the programme

· monitoring more effectively the processes of community organisation and mobilisation

· generating systematically, basic data to contribute to policy analysis -- key indicators of well-being of the poor, and the impact of specific policies on the poor.

2) Micro-finance. The demand for rural credit within the HDI programme areas far exceeds the current supply from the Micro-finance project and the SRGs. The models and management structures are now in place to expand micro-finance to other areas if additional funds were available. While additional capital from HDI would permit some expansion, the principal answer lies in institutionalisation of micro-finance in Myanmar, so that micro-finance institutions can mobilise funds from other sources. UNDP should redouble its efforts to dialogue with the authorities on the importance of micro-finance for poverty alleviation and on a sound institutional basis for the sustainable development of micro-finance. UNDP should also seek complementarity and harmonisation between the Micro-finance project and the SRG credit scheme.

3) Refocusing the HIV/AIDS Project. UNDP should gradually refocus the HIV/AIDS project in areas in which the organisation has a comparative advantage -- working with the National AIDS Programme and other UN agencies to improve national policy and programme strategy; and developing the managerial and technical skills of NGO partners.

4) Policy Dialogue. HDI-IV has a unique opportunity to contribute to the evolution of a policy, legal and regulatory framework that promotes rapid and equitable development in Myanmar, especially for the poor. The long-term impact and sustainability of HDI interventions is dependent upon improvements in that framework. UNDP should seize this challenge and should:

· Strengthen the Policy Analysis and Planning Unit within the UNDP office

· Prioritize possible policy issues for analysis and debate

· Use all available information to prepare discussion papers on policy options

· Actively seek opportunities to discuss policy options with all stakeholders

· Organise more visits for policy stakeholders to HDI projects

· Actively involve civil society organisations in the policy dialogue.

5) Agriculture Sector Review. The team undertaking the first phase of this review is not fully equipped to assess pro-poor policies in the agricultural sector (one of its two prime purposes). UNDP should urgently seek ways to rectify the current gaps or, alternatively, to devolve primary responsibility for the Review.

6) Sustainability. If the community-based organisations fostered by HDI-IV (particularly the SRGs) are to continue to serve the poor and evolve as effective local governance structures for development, the programme must pay special attention to their long-term sustainability. The 12-month hiatus between phases in 2002-03 indicated that many CBOs are not yet able to thrive in the absence of project inputs. HDI should:

· Analyse the common characteristics of those CBOs that survived the hiatus

· Determine a strategy for dealing with the many types of CBOs created under earlier phases of HDI

· Establish simple ways to measure institutional maturity and criteria for "graduation" of CBOs

· Test models for providing minimum levels of local support services to CBOs, to be used once the project withdraws from an area

· Explore ways to aggregate CBOs for common purposes beyond the scope and scale of he SRGs

· Analyse likely future needs of CBOs for an appropriate legal status.

7) Beyond Subsistence. While not in the framework of HDI-IV, the linkages between the current focus on the very poor and the broader processes of rural development need to be considered. UNDP should begin to consider future directions and priorities beyond the goals of HDI-IV, so that the rural poor can move beyond subsistence and participate fully in a dynamic and growing rural economy. Key elements are: i) the policy environment; ii) an institutionalised system of rural credit; iii) vibrant CBOs able to evolve and take on new functions; and iv) linkages to the larger economy, particularly the private sector and public institutions. 

8) The Environment. With the increased focus on the truly poor and in the face of reduced budgets, HDI-IV is inevitably doing less than earlier phases to address the degradation of the natural resource base in Myanmar. The Assessment Mission suggests that UNDP should seek additional funding (or food-for-work collaboration with WFP) for specific sub-projects of environmental protection and regeneration on a scale sufficient to make a real difference.

9) Future Areas of Concentration. Given the many needs of the rural poor across Myanmar, UNDP is already considering its geographical strategy for the future. The Assessment Mission recommends that high priority be attached to deepening the current HDI experience, which shows much promise. An effective and efficient model for local development and governance would have great significance for the future of Myanmar, but will require several more years to address the issues noted in this report. At the same time, the Mission recognises that HDI-IV will only target 3,900 villages, or 5 percent of the total in the country. Two possibilities for geographical expansion of the HDI experience merit special consideration: a) areas of particular deprivation as a result of civil unrest -- the so-called "inaccessible areas"; and b) poor areas directly adjacent to current HDI villages and Townships (with special attention to Northern Rakhine State). The Assessment Mission recommends that every effort be made to raise additional resources to facilitate this geographical expansion.

1 Background and introduction

Since 1993, UNDP assistance to Myanmar has been carried out in accordance with the Governing Council (GC) decisions 92/26 and 93/21, and Executive Board (EB) decisions 96/01, 98/14, 2001/15 and 2003/2. In recognition of the critical humanitarian and basic human development needs of the people of Myanmar, these decisions mandated UNDP to carry out activities which are clearly targeted to have grassroots-level impact in a sustainable manner. In response, UNDP has completed three phases of its Human Development Initiative (HDI) in Myanmar covering HDI-I (1994-96), HDI-E (PHASE II) (1996-99) and HDI-III (1999-2002). Seven HDI-III sectoral projects and an HDI Support project all ceased effectively in February 2002. The Community Development in Remote Townships (CDRT) project stopped most of its work in mid-2002.

Project documents for a new phase, HDI-IV, were signed in the period from December 2002 to February 2003, after an extensive delay in securing Government endorsement. During the transition phase of up to 12 months, a small team continued to monitor community development activities initiated in the earlier phases. The implementation of two on-going projects, Micro-finance and HIV/AIDS, was not greatly affected during the 12-month hiatus.

The projects under the four HDI phases have been designed and implemented to fulfil the basic needs of target communities in improving access to, and quality of, basic social services (primary health care, basic education, small village infrastructures, water and sanitation and HIV/AIDS) and support for sustainable livelihoods, including income-generating activities and environmental improvement. Their performance and compliance with the GC/EB decisions have been documented by Independent Assessment Missions fielded annually since the inception of the programme. Although each HDI phase has retained its focus on ensuring grassroots-level impact, the programme itself has evolved in terms of strategy, implementation arrangements and geographical coverage. HDI-I comprised 15 projects implemented in 14 Townships and was designed for quick impact. HDI-E (PHASE II) added nine new Townships, situated adjacent to the existing Townships, to the programme. This phase began the longer, patient task of community development and added a micro-finance component. It contained 10 projects with a total budget of $52.1 million over three years. HDI-III added assistance to the Northern Rakhine State to its  portfolio of projects. The HDI-III budget totalled $50.0 million over three years for 11 projects. 

HDI-IV was originally conceived to cover the period 2002-4. With the delay in project approval, many of the operational activities will be carried over to 2005. The total budget for HDI-IV is set at $22.0 million from UNDP core resources, a dramatic decline from HDI-III.  The decline is expected to be partly compensated by cost savings in implementation arrangements. In addition, EB decision 2001/15 authorises the Administrator to mobilise non-core resources to supplement core funding for HDI-IV. Thus far, limited contributions have been received from the Australian Aid Agency for Northern Rakhine State and from other UN agencies for the HIV/AIDS project. HDI-IV aims to cover 3,900 villages in 24 Townships (a relatively small increase in the number of villages over HDI-III). This represents roughly five percent of all villages in Myanmar. HDI-IV comprises six projects, three of which are new to this phase:

1) 
The Integrated Community Development Project (ICDP) involves a new inter-sectoral approach in 2,300 villages in 11 Townships. It draws together and replaces seven sectoral projects from HDI-III.

2)
Community Development in Remote Townships (CDRT) is expanding slightly to cover 412 villages in 13 Townships. CDRT pioneered the inter-sectoral approach, as well as a new focus for community organisation and mobilisation, both of which are now being extended to ICDP.

3)
The Micro-finance project works in 1,700 villages in the same 11 Townships as ICDP. It aims to bring disciplined and sustainable micro-finance services to small producers in these villages, while also exploring opportunities for national replicability.

4)
The HIV/AIDS project is designed to address a nationwide threat of major proportions through a broad variety of interventions.

5)
The Agriculture Sector Review is a new project aimed to assess pro-poor agricultural policies in Myanmar and to prepare an outline investment programme for the sector.

6)
The Integrated Household Living Conditions Assessment is also a new project, designed to explore the extent, nature and causes of poverty across Myanmar.

Work on the Agriculture Sector Review and Living Conditions Survey will be concentrated in 2003 (and 2004 for the Living Conditions Survey). Partly because of this, annual HDI-IV disbursements are expected to decline from $8.9 million in 2003 (itself just half the level of 2001 disbursements) to $4.2 million in 2005. Annex 1 shows the Townships and the number of villages in each Township being covered by HDI.  Annex 2 shows the anticipated disbursements by project and by year for HDI-IV.

Once the HDI-IV projects were approved in early 2003, the first few months of ICDP (and, to a lesser extent, CDRT) were consumed by recruitment and logistical arrangements. The first team for the Agriculture Sector Review arrived in Myanmar in August 2003, while the Living Conditions Survey is still in the planning stage. The Assessment Mission reviewed progress reports on all six projects, concluding that progress was basically on track, given the delayed start. Since there is relatively little on the ground, the Assessment Mission decided, in consultation with the Country Office, to focus its attention on compliance with the GC/EB mandate and on strategic issues and challenges facing the programme.

The 12-month hiatus in programme activities also offered an opportunity to gauge the development impact of UNDP support in a period when such support had ceased. This report assesses issues of sustainability of community organisations, effective participatory decision-making, operation of the revolving funds and the overall dynamics of community organisation in village development.  

The Assessment Mission, which comprised of two international consultants, carried out in-country work during the period 11-30th August 2003. The Mission members undertook intensive field visits during 14-21 August. While in the field, the Mission members held discussions with many villagers and numerous community groups, administrative functionaries at the village level, UNDP project personnel, community development volunteers and a number of partner organisations. The Mission members met with three foreign missions in Yangon -- Japan, the United Kingdom and the United States. The Mission also had debriefing meetings with 23 diplomatic missions, a broad range of national and international NGOs, UN agencies operating in Myanmar and UNDP staff members. The analysis of programme effectiveness, and challenges and constraints was shared and discussed in these debriefings. Below is a report on the findings and conclusions of the Assessment Mission.

2 Conformity with GC/EB Decisions

In the course of all of its discussions and field visits, the Assessment Mission constantly explored the question of the conformity of HDI-IV with GC decisions 92/26 and 93/21 as well as EB decisions 96/01, 98/14, 2001/15 and 2003/2. The Mission concluded that HDI-IV had been clearly and expressly designed to conform to these decisions. All UNDP and project staff are fully aware of the GC/EB decisions and are committed to their implementation. While implementation of HDI-IV is still at an early stage, all project activities to date are also in compliance with these decisions, and there is every reason to believe that this will continue throughout the phase.

The Assessment Mission would make two additional and related points. GC decision 93/21 states that UNDP assistance to Myanmar “should be clearly targeted towards programme having grassroots-level impact in a sustainable manner … “. The Mission considers that there is scope for further work on the sustainability of programme interventions and impact. This report includes comments and thoughts to assist in sustainability. Secondly, the sustainable impact of grassroots programmes everywhere is ultimately dependent on a policy, legal and regulatory environment that is enabling and supportive. The Assessment Mission believes that the excellent grassroots experience of UNDP is now ready to serve as a basis for a dialogue with stakeholders to lead to significant improvements in the policy, legal and regulatory framework in Myanmar affecting the well-being of the rural poor. This report also discusses this further.

3 A snapshot of poverty and human needs in Myanmar

There is a current paucity of data on poverty and human needs in Myanmar. In particular, there is almost no reliable and consistent information on trends. The last published Household Income and Expenditure Survey (HIES) appeared in 1997, the height of the economic boom in the country. A new HIES has just been done and the results should be available in 2004. In addition, a household survey was undertaken by JICA in conjunction with the Task Force on Structural Adjustment, but the results are still confidential. The fieldwork for a new Agricultural Census will be started in October 2003. Beyond this, several UN Agencies and NGOs have conducted smaller surveys including on health status and malnutrition.

The 1997 HIES showed that just under one quarter of the population existed in conditions of severe poverty, with the proportion being almost equal in urban and rural areas. Since that time, it is logical to anticipate that the proportion of the urban population that is acutely poor may have risen substantially as a result of the ending of the economic boom (particularly in construction), the rapid increases in inflation in recent years, the banking crisis of early 2003 and the recent initiation of economic sanctions by the United States. The possibility of a dramatic increase in urban poverty is partially confirmed by a handful of small surveys and by anecdotal evidence from experienced observers. Indeed, the Mission was told that the most acute symptoms of poverty in Myanmar may now be concentrated in the peri-urban and slum areas of the major cities. However, the largest number of acutely poor people is still situated in the rural areas.

Rural poverty and vulnerability have been the focus of the Human Development Initiative since its inception. Even the 1997 HIES showed there were nearly 10 million rural people living in conditions of acute poverty. It is reasonable to assume this number has grown substantially over the last six years as a result of the deteriorating macro-economic environment, the lack of mechanisms for the rural poor to articulate their situation and needs, and population growth. Outside the UN system, there is effectively no official development assistance devoted to tackling rural poverty in Myanmar at the present time, while only a handful of local and international NGOs have limited programmes aimed at the problem. UNDP stands alone in having a significant programme to understand and address issues of rural poverty in the country. HDI is having a direct impact on a large number of the rural poor. It is also testing approaches to community-based development that hold promise for creating local governance systems to enable the rural poor to make and implement decisions on their own futures.  Because of the size and scope of HDI, UNDP is capable of focusing attention on the nature and impact of rural poverty in Myanmar and on the implications of policy for poverty. The combination of direct field experience having a positive impact and the ability to represent the concerns of the poor on the national and international stages is a compelling justification for HDI, particularly as it has evolved in the current phase. The lack of current information about the true extent and trends in rural poverty fully justifies the inclusion of the ”Living Conditions Survey” as an integral part of HDI-IV. 

From the available data, discussions with knowledgeable individuals and direct field observations, the Mission has been able to draw some tentative conclusions on the overall nature of rural poverty in Myanmar. While there is enormous variation across the country in terms of agro-climatic zones, cropping patterns and types of social organisation, there do seem to be some general characteristics. Rural Myanmar cannot be characterised as a subsistence economy, i.e. with the majority of farmers growing cereals and other crops principally for their own consumption. Almost all rural households are intimately involved in the cash economy.  Most rural households have a strong preference for rice as the staple food even in rice-deficit areas. There is a high degree of monetisation of the rural economy with a considerable degree of specialisation, even among very small farmers, on cash crops that can be sold to buy rice and other essentials. A large proportion of the rural population depends on casual labour to survive, earning wages, however meagre. 

The great majority of the rural population can be described as very poor in international terms, particularly at the prevailing market exchange rate. Wage rates for casual labour in rural areas vary between 25 to 60 US cents per day, and the incomes of the many small marginal farmers are only slightly higher. Chronic malnutrition rates are relatively high, affecting perhaps two out of five rural children. Primary schools are spread widely throughout the country so that physical access is possible for most children. However, the cost of primary education  -- for uniforms, textbooks and tuition fees -- means some children cannot afford to go to school and the drop-out rates are relatively high. Access to education at standard 5 and above is considerably more difficult for most rural families because of the physical distance and rising cost. Less than half the rural population has access to safe water or proper sanitation; malaria is rampant and is the single leading cause of mortality and morbidity; tuberculosis is also widespread; and the spread of HIV infection and the increasing number of persons living with HIV/AIDS is of serious national concern. 

While proportions vary across the country, most villages include the following broad categories, which are significant for HDI programming:

1. A small proportion of destitute families with almost no asset or skills. This category includes the majority of rural widows; families in which the male has been injured (e.g. toddy-tappers who have fallen from trees); the growing number of people living with AIDS, and HIV/AIDS-affected families (namely orphans and widows). In many villages, traditional systems of support to destitute households still exist and contribute to their survival.

2. The landless who often represent 30 to 40% of the rural population and who subsist primarily on casual daily labour. They work at a variety of different tasks depending on demand and availability of local resources (e.g. collecting firewood and fodder, planting and harvesting, carrying construction materials, etc.). The landless are particularly affected by seasonal cropping patterns: in periods of low demand for casual labour, they generally have to resort to consumption loans from moneylenders or to the widespread practice of seasonal migration. The landless have few assets and almost no capacity for investment.

3. Small and marginal farmers constitute the majority of the households in a village. This group of the rural poor possesses relatively good farming skills, but their capacity to produce is constrained by numerous factors that were identified in the report of the 2002 Independent Assessment Mission and include, frequently as the most proximate cause, lack of access to credit to purchase agricultural inputs. In addition, because of small farm size and constrained yields, many in this group require seasonal consumption loans to meet family needs for rice and other essentials.    

4. Most villages also have a small elite, comprising slightly larger farmers, traders and skilled artisans. This group tends to have food and income security throughout the year, though they are still poor in international terms.

Those who are forced to depend on consumption loans attach the utmost priority to additional income in contrast to social needs, e.g. health and education, because these services have a modest cost that the acutely poor cannot afford. Those slightly higher up the gradient of food and income security tend to give higher priority to improvement in the quality and accessibility of social services. Thus, indebtedness, particularly for consumption purposes on a seasonal basis, is a major factor in determining beneficiary needs and priorities. The ways in which HDI-IV is identifying and addressing these priorities is discussed in the following section.

4 Progress towards meeting basic human needs

4.1 Targeting

UNDP has made a conscious decision to focus on rural poverty in Myanmar. The clear target groups for the HDI has always been the landless and small and marginal farmers. This focus has become even more explicit in HDI-IV. The sectoral approach of earlier phases had emphasised agriculture, education and health. The agricultural interventions largely benefited those with land, while those in the social sectors were not always of direct benefit to the truly poor (as noted above). Moreover, UNDP has recognised that the community development approach of previous phases sometimes provided disproportionate benefits to village elites. HDI-IV has set out to provide direct help to the landless and most marginal farmers.  The key has been to identify the most disadvantaged households through careful targeting. Within HDI-IV, there is a sophisticated process for deciding upon the Townships, the villages within Townships and household groups within villages that would be principal beneficiaries of CDRT and ICDP projects -- the two large area-based projects that constitute the core of HDI-IV. This targeting system has been effective in identifying poor villages within the townships for programme focus. It has also been effective in classifying households within those villages on the basis of food and income security, and in identifying the poorer households for programme priority. The Mission does not have a means of determining whether the HDI target beneficiaries are truly the poorest in the country, because of the lack of data nationally and especially about those areas that are “inaccessible”, i.e. those with a high level of unrest and presumably human deprivation. What is clear is that the target group selected through the HDI process is extremely poor and fully merits UNDP assistance in developmental terms. The Micro-finance project has been focused on small producers (farmers and artisans) and traders, who are clearly poor. As is discussed below in the Micro-finance section, the nature of effective micro-finance makes it difficult for this approach to reach the poorest of the poor. Nevertheless, the Micro-finance project reaches a large number of poor women and is also helping to stimulate the rural economy.

4.2 Programme Focus and Prioritisation

The Mission considers that both the conceptualisation and implementation of the HDI programme is, in general terms, highly appropriate to meeting the basis human needs of the target beneficiaries. The two core area-based HDI-IV projects – CDRT and ICDP – are making serious efforts to provide a broad set of appropriate interventions in the productive and social sectors at the village level. From the experience gained in previous phases, there is an increased emphasis in the early stages of HDI-IV on increasing incomes of the genuinely poor households in each village, with a consequent tendency to de-emphasise social sectors. This is in response to the clear priorities established by the poor in the target group. The Mission regards this practical shift in emphasis to be entirely appropriate. The essence of both projects is the mobilisation of local groups within the target villages to be able to take and implement decisions for themselves on development activities. The techniques for eliciting the priorities of the target group are highly effective and serve as the basis for the allocation of project resources. 

While there have been a variety of approaches to community mobilisation in earlier phases of HDI, the overall emphasis on active participation by community groups has meant that project interventions have been delivered in a cost-effective manner. The approach to community mobilisation is being refined in response to lessons learned in previous phases (see Section 4.3), though more could be done to articulate and codify that experience for the benefit of project staff, programme stakeholders and the development community. The critical issue of sustainability of those interventions is vitally dependent on the organisational strategy being evolved and is discussed in Section 6.6 below.

The ICDP has made an important shift from sectoral project interventions to an integrated approach to programming across the productive and social sectors. The change reflects the successful experience of CDRT over the last seven years. The new ICDP approach should save time for villagers, while avoiding confusion and duplication of community organisation. It is also aimed to reduce project costs. However, the new project does face some challenges. They include the conversion of staff earlier employed by sectoral projects to new approaches and ways of operating; the ability to maintain progress under earlier sectoral projects, while adding new components that were under-emphasised in particular villages in the earlier phases; the transfer from the many earlier forms of community organisations to the evolving strategy; and the question of whether there is a sufficient budget available per village to achieve the ambitious objective of the ICDP. Because ICDP has only been operational for a few months, it is not possible to determine how successful it will be in addressing these challenges. These questions should be the focus of senior staff attention and of the next independent HDI assessment mission.

The HDI-IV programme also comprises four smaller projects designed, to greater or lesser degree, to complement the two core area-based projects. For the Living Conditions Survey, UNDP staff working with the counterpart Ministry are making serious and sensible efforts to try to ensure the quality, validity and independence of the data and analysis. The Assessment Mission considers that this survey is well planned and, given its timing, will contribute substantially to programme directions and approaches in future phases of HDI, as well as enhancing knowledge of the realities of poverty in Myanmar. The Living Conditions Survey is an effective complement to the principal thrusts of HDI-IV.

The Agriculture Sector Review, however, runs the risk in its implementation of not living up to its full potential for contributing to the analysis of pro-poor policies in the rural sector. The Assessment Mission believes that the full potential of HDI-IV will only be realised if the policy environment becomes more enabling and supportive to pro-poor grassroots programmes. Section 6.5 discusses improvements that should be made in the implementation of the Agriculture Sector Review, so that it can contribute more effectively to the overall goal of HDI-IV. The Micro-finance and HIV/AIDS projects are discussed in Sections 4.6 and 4.7, respectively.

Overall, the Assessment Mission concludes that HDI-IV is better focused and more coherent than earlier HDI phases. It is clearer on its target group. The inter-sectoral approach and the evolving approach to community organisation are advances on earlier phases, and seem likely to have a greater impact on the chosen target group, at less cost. As noted in Section 6, there are opportunities to incorporate the Agriculture Sector Review and the Micro-finance project more effectively into the total programme to enhance coherence and complementarity.

4.3 Community organisation

Both of the core area-based projects -- CDRT and ICDP -- have undergone important changes in their approaches to community organisation in the course of their evolution, while the Micro-Finance project has maintained a fairly consistent approach throughout with minor variations between the three States/Divisions in which it is operating. In essence, the initial approach in the core area-based projects was through the village as a whole (either in general body or through representatives of the key groupings in the village) for Participatory Rural Appraisal and the first steps in village planning. Subsequent interventions in earlier phases were organised through a wide variety of user groups and income-generating groups, with principal decision-making often being in the hands of small committees. In the case of the sectoral projects that preceded ICDP, this could lead to the establishment of several groupings in the same village, often with differing approaches to community organisation. On occasions, the staff of one project was not fully aware of the activities of other projects. This, in turn, tended to lead to confusion and considerable time demands on the part of villagers. More importantly, there were numerous instances in which project benefits accrued mainly to the village elite and/or to committee members, while the main target group did not benefit proportionately and might not feel motivated to maintain the activities.

Because of these difficulties, CDRT initially invited MYRADA, an Indian NGO, to advise on a new approach based on Self-Reliance Groups (SRGs), affinity groups of 15-20 women carefully selected from the target group. The SRGs provide a vehicle for women to organise and voice their concerns, needs and priorities; to start saving and to initiate credit schemes using their own savings plus a small capital grant from the project; and to undertake cost-effective training. The SRGs are not subject to “capture” by the village elite. As this approach has proved more successful as an organising principle in directly reaching and involving the target group, it has now been adopted as the main method of community organisation in the new ICDP. The Assessment Mission has spent much time looking at the issues of community organisation in HDI-IV. It is persuaded that the SRG approach has been highly successful in the CDRT areas in promoting empowerment of the poor and income and gender equity (see next sections). While the approach is only just being operationalised in the ICDP areas, there is reason to anticipate that it will eventually be as successful there. The SRG approach faces a number of challenges for the future, but the Assessment Mission was impressed by the extent to which senior UNDP and project staff are aware of these challenges and are actively wrestling with them.

One of the most serious challenges concerns the sustainability of the community organisations, in the sense of their being able to continue to mobilise the capabilities, skills and resources of their members for the common good after project interventions end. The 2002 Assessment Mission thought that a high percentage of the HDI-target villages had “developed the capability to continue their development outside the HDI.”
 The hiatus between the ending of HDI-III and the field operationalisation of HDI-IV has provided an interesting test case of sustainability. Project staff of ICDP believe that as many as 60% of the income generation groups created in the earlier phases may have ceased to function effectively during the 12-month hiatus. There is further concern about the status of the revolving funds managed by the communities. Project staff are beginning to undertake serious investigations of what happened to these community organisations, including the hiring of an audit firm to look into the status of the revolving funds. In the CDRT project, the self-reliance groups (SRGs) also experienced difficulties. In Chin State 30% of SRGs have ceased operation. In Kachin and Rahkine States almost all SRGs were still functioning, although some repayments to the “revolving funds” were overdue and some groups were not meeting and saving regularly. The issue of sustainability of community organisation is addressed in Section 6.6 below.

4.4 Empowerment

Perhaps the most successful element of the four HDI projects, in terms of both basic human needs and longer-term development, is the extent to which communities and individuals have been empowered. At several levels, there has been an extraordinary increase in the confidence, technical skills and organisational ability of those associated with HDI. This is specially marked in terms of women from the poorer sections of the target villages. The same also applies to the many hundreds of community volunteers who have received training (e.g. AIDS support volunteers, community health workers, community development workers, community mobilisers; etc.). The Mission was impressed by the calibre and dedication of the field staff in all projects visited. This field staff is composed principally of young women from the village areas who have developed excellent skills in community organisation, PRA application and in the transfer of simple managerial and technical skills to community members. They work exceptionally long hours, often in very difficult circumstances. All these groups form an important resource for the future of Myanmar.
4.5 Equity

The Mission has been impressed by the profound commitment of UNDP and project staff to address seriously the related issues of income and gender inequality. Within the target groups, almost all project interventions have been directed heavily towards women. Almost all SRGs are formed by and for women. 94 percent of the micro-finance borrowers are women. The majority of the social interventions -- training, health education, water and sanitation, etc. -- primarily benefit women. As noted in the previous section, this focus is having a clear impact in terms of the empowerment of women, especially in those villages in which specific organisations of and for women -- SRGs and micro-finance groups -- have existed for several years. This, in turn, has helped to improve equity within the village between women and men and between weaker sections of the village and the elite. Moreover, women have proven to be highly skilled at productive investment of the credits available, at disciplined repayment of loans, and at saving. Because the large majority of the small loans and livelihood training appears to have positive results in terms of income generation, it is very likely that the programme approach is contributing positively to the reduction of income inequalities within the villages. The Assessment Mission would, however, sound two cautionary notes meriting attention from project staff. It came across a few instances in which the records of women’s groups were being kept by men, reflecting the low levels of functional literacy and numeracy among some rural women. While the projects are trying to provide some relevant training to women, more may need to be done. Secondly, little is known about the project’s impact on already heavy workloads of rural women. Again, this needs to be investigated in a systematic way.

4.6 Micro-finance: Meeting credit needs of the poor

The Micro-finance project is well conceived and managed. It operates in the same 11 Townships as ICDP. Thus far, however, the opportunities for the two projects to complement each other in the attack on poverty are largely being missed. Despite the broad coverage of each project (2,300 villages for ICDP, and 1,700 villages for Micro-finance), they only overlap in some 500 villages. Key approaches -- on interest rates, loan flexibility and repayment – have yet to be coordinated or harmonised. In the future, the Micro-finance project could also complement CDRT by increasing access to credit for small producers. The challenges of institutionalisation and under-capitalisation of Micro-finance would need to be resolved before this expansion can be contemplated.

The rural economy of Myanmar is characterised by a high degree of monetisation, small farms and relatively low yields, and the absence of an effective banking system. In these conditions there is an enormous demand for credit for many purposes -- seasonal consumption; treatment for ill health and injury; seed, fertiliser and pesticides; small investments in livestock and fisheries; rural transportation such as carts and small boats; cash flow for petty traders; micro-enterprises, etc. This large demand for flexible credit is met principally by moneylenders and advances from traders. Partly reflecting the current high rate of inflation, credit from these sources is expensive: the Mission learned of monthly interest rates in the range of 6-20 percent. Moreover, obtaining credit from these sources has additional costs for the rural poor: the sources are generally located in Township centres, requiring time and transport to reach. The scale and cost of indebtedness is the prime reason for the considerable success of HDI in providing accessible and relatively cheap access to credit, through the Micro-finance project, SRGs and, to a lesser extent, revolving funds. The UNDP Micro-finance project, with its three sub-projects operating in the Delta, Dry Zone and Shan State, has made an important contribution to meeting credit needs of the rural poor and has alleviated some of their indebtedness to traditional credit providers. The sub-projects are now well established in the three regions and are overseen by three international agencies. The three sub-projects together have loans outstanding of Ks 2.536 billion, with an excellent repayment record of nearly 100%. The financials of all three sub-projects are sound and their balance sheets have registered consistent growth through reinvestment of retained earnings. As shown in Annex 3, all three Micro-finance sub-projects are operationally self-sufficient and financially sustainable. However, their long-term financial sustainability is being undermined by the rapid inflation in the economy (estimated conservatively at 40% per annum).

Although a comprehensive socio-economic impact study has not yet been undertaken, it is clear from the structure of loan portfolio that the three micro-finance sub-projects have made a significant contribution to socio-economic development in the villages, especially for women, who constitute more than 94% of the loan recipients. More than 132,000 borrowers are benefiting from the three micro-finance projects. The group-lending concept of micro-finance has helped to strengthen community management among the village population. The programme has empowered women and improved their social status in the village community: men and elders are unequivocal about the ability of Myanmar women to manage household finances and livelihood investments. 

A basic policy of the Micro-finance project (and of the SRGs in CDRT) has been to spread the benefits of credit and savings to as many poor households as possible, within the project’s area and resource limits. In the Dry Zone and Delta, it is estimated that 85 percent of potential borrowers in targeted villages are already being served by the project. But this does not mean that all the credit needs of the current borrowers are being met by the project. The Assessment Mission heard numerous examples of borrowers who took what credit they could from the Micro-finance project, but supplemented this with advances from traditional sources. This is inevitable, given the low limits for credit in each lending cycle to any borrower, particularly for agricultural loans (the large majority of the total). Moreover, the additional credit available to each borrower in each new lending cycle falls short of the current rate of inflation. This problem is only partly addressed by the availability from the project of “extra“ loans. 

In addition to being unable to meet the demand from current borrowers for more credit for agriculture and micro-enterprises, the Micro-finance project is also facing demand for new types of loan products – e.g. health and education loans, consumption loans, and health and crop insurance. There are further expansion possibilities in demand from neighbouring villages and Townships not yet touched by the project. The sub-project in Delta has already developed a strategic plan to expand its operation to three additional Townships.

In short, the Micro-finance project is making a significant contribution to the well-being of its target groups. It is well-conceived and –managed, with an excellent track record in promoting a disciplined approach to credit and savings, in fostering financial sustainability, and in repayments. But its ability to expand to meet the full demands of existing borrowers, let alone taking on new products and areas, is constrained by the related challenges of under-capitalisation and institutionalisation. These are discussed in section 6.2.

4.7 HIV/AIDS

In response to the nationwide threat to development posed by HIV/AIDS and to the GC/EB mandates, UNDP was the first UN agency to address the issue in Myanmar. It's involvement is concentrated on those areas which are considered high-risk for the spread of HIV infection. Thus, the project intervention is not limited in its operation to the 24 HDI Townships. UNDP has been instrumental in bringing together UN agencies, INGOs and the National AIDS Programme (NAP) in formulating the “Joint Programme on HIV/AIDS Myanmar 2003-2005”. 

Operating within the framework of the Joint Programme, HDI-IV is undertaking a $3.279 million project to tackle HIV/AIDS in Myanmar. The project activities include support to the NAP to raise its capacity to screen blood for safe blood banks, and ethical use of HIV/AIDS test kits. At the field level, the programme has set up an extensive delivery mechanism, supported by project personnel working as programme coordinators at the Township level, more than 100 volunteers who work in their own village location as well as in other villages, and CBOs at the Township level. These implementing partners are involved in counselling, and caring for, people living with HIV/AIDS; distributing medicines to community heath centres; distributing condoms; developing awareness of village and peri-urban population on HIV/AIDS and preventive measures.

The Assessment Mission believes that the HIV/AIDS project is providing a very broad range of disparate support services. All are of value given the extent of the epidemic and limited local resources. Many of the community-based activities, however, are short-term in nature and are not sustainable beyond UNDP funding. The Mission noted that UNDP is critically examining its role to find a sharper focus on its involvement in HIV/AIDS to conform to its mandate and comparative advantage. UNDP’s corporate strategy requires it to focus on advocacy and policy dialogue, capacity development, mainstreaming HIV/AIDS priorities in national programmes, human rights, and public information campaigns. UNDP is making an attempt to prioritise its activities to focus on community capacity building for prevention and care, behaviour change communication, behavioural research and advocacy at the national level.

4.8 Cost-effectiveness

The combination of greatly reduced budgets in HDI-IV (compared to earlier phases) and a more integrated approach to programming has drawn attention to the cost-effectiveness of programme interventions. Both CDRT and ICDP now consider that they have an effective package of interventions at a cost in the range of $5-7,000 per new village, depending on the size and situation of the village. While the contents of the package varies with the needs and priorities of the village, it generally comprises:

· a Sustainable Livelihood Fund to capitalise small credit schemes for the SRGs, limited demonstration plots for small farmers, and small common investments in such activities as community woodlots and nurseries;

· assistance with school rehabilitation, some textbooks and teacher- training;

· improvements to the village drinking water supply and the provision of simple latrines in every household;

· training of villagers in health education, including simple preventive and curative measures.

The investment per new village in HDI-IV is less than half that of earlier phases. While the Assessment Mission has not been able to analyse the differences in costs or benefits, it has been told that much of the difference in costs is explained by reductions in i) the cost of overhead through collapsing eight sets of project management and staff into one; and ii) the cost of buildings (in earlier phases, each project tended to construct a new building to house its activities, whereas HDI-IV concentrates on using existing buildings, including monasteries). School construction (the largest single item in the package) has been largely replaced by cheaper rehabilitation. Beyond this, it seems clear that there has been a reduction in the level and intensity of technical inputs to the projects, and that certain larger projects to protect the natural resource base have had to be de-emphasised. UNDP needs to monitor closely the impact of these dramatic cost reductions on the well-being of the target groups and its outreach strategy to these communities. In general, however, the new package appears considerably more cost-effective than its predecessors.

The Assessment has also not had sufficient time or information to try to determine whether this level of cost is “reasonable”. In terms of international comparison, even at the low level of costs in Myanmar, a figure of roughly $10 per capita for a broad package of investment in human well-being seems very reasonable. On the other hand, the costs of providing such a package to the great majority of the approximately 35 million rural people in Myanmar would be far beyond the current capacity of the country’s resources.

4.9 Summary of HDI-IV Progress

The Assessment Mission concludes that:

(i) HDI-IV is clear on its prime target group of beneficiaries – landless and small and marginal farmers in relatively poorer parts of the country;

(ii) HDI-IV has evolved from previous phases, in the case of ICDP, sophisticated techniques for identification of this prime target group and for their active involvement in taking decisions and implementing activities to improve their lives;

(iii) HDI-IV deserves high marks for its programme approaches to empowerment of the target group and to income and gender equity;

(iv) The broad-based package of project interventions is appropriate to meeting the articulated priority needs of the beneficiary groups, particularly with the gentle shift in emphasis towards increasing incomes as the highest priority;

(v) The combination of strong community mobilisation and relatively simple technical interventions has led to a cost-effective means for addressing basic human needs;

(vi) There has been considerable learning over the last ten years from the HDI experience that has led to refinement and improvement in the current phase; 

(vii) There is some room to improve the focus and integration of the programme.

As with all development programmes, there are challenges for the future if HDI is to live fully up to its potential to have a broad and lasting impact on human well-being in rural Myanmar. Section 6 explores the principal challenges and issues identified by the Mission.

5 Monitoring and evaluation

The terms of reference for the Assessment Mission include a specific reference to the adequacy of the monitoring and evaluation mechanisms of HDI-IV. The 2002 Assessment Mission noted that the HDI-III projects “have carefully measured and reported wherever possible their efforts to meet targets set by the project designs, whether it be more of an “input monitoring” nature or “outcomes oriented”. The three environment and food security projects have been the most successful in measuring and reporting production increases and the resulting income gains of villagers/farmers.” Last year’s Mission concluded that M&E mechanisms and procedures would need to be restructured to adapt to the new, integrated focus of HDI-IV. This process is now beginning, with the designation of an individual in the UNDP office with specific responsibility for M&E and the introduction of new software to support results-based management and reporting. This Assessment Mission believes that there are several aspects of M&E that would benefit from further strengthening. This would help programme and project management to improve performance and impact, while also documenting more systematically for stakeholders the achievements of, and lessons learned from, HDI. Areas for attention include:

· A Structured Knowledge Base 

There is a large amount of data and information that has been generated by HDI over the last decade. Much information and knowledge is also available in the heads of staff engaged in project implementation at both the field and management levels. This wealth of data and information needs to be captured and stored in a structured, codified knowledge base that can be easily accessible to staff across the programme, as well as to outsiders interested in learning from the HDI experience. The exercise should form an integral part of the M&E system at the programme level. At the present time, it is not easy for project staff to determine, for example, previous experience on the impact and cost-effectiveness of various project interventions. This inhibits learning between projects and between phases. In HDI-III, an effort was made to establish a systematic base for learning through the HDI Support project (described as “the brain of HDI”” by one UNDP staff member). This project has been discontinued as a result of the budget constraints of HDI-IV. The UNDP office in Yangon should seek ways to ensure that its programme monitoring functions are designed to build on the systematic learning processes begun by HDI Support.

· Impact Evaluation

At the present time, there is not much information available on the impact of either the HDI programme as a whole or of its individual components. The one major effort to assess the overall impact of HDI, undertaken by an international company in 2002, was largely unsuccessful. It tried to employ a sophisticated methodology that was too complicated for the quality of data collected. The results were inconclusive, generally not statistically significant, and expensive. At the level of individual components, little information is available on, for example, the economic impact of Micro-finance or SRG loans on the borrowing families. The lack of systematic information on the impact of HDI makes it more difficult to convince stakeholders of the value of the programme. UNDP must find pragmatic and cost-effective ways to undertake more evaluation of HDI impact. Examples might include using local graduate students (trained and guided by the UNDP Policy Analysis and Planning Unit) to examine the impact of specific interventions through case studies; and villagers themselves could undertake simple baseline studies and monitoring of specified indicators of impact.

· Process Monitoring

Process Monitoring would provide the basis for assessing the decision-making dynamics of communities and the effectiveness of communities in helping to sustain their development activities. At the present time, for example, it is difficult to find systematic information on the status and effectiveness of the many income-generating groups and associated revolving funds that were established under earlier HDI phases. Lessons learned from process monitoring would help to improve the strategies for community organisation and mobilisation in the interest of even greater empowerment and equity.

· Contributions to Policy Analysis

Because of the depth and richness of its field experience, HDI can make a substantial contribution to the analysis and improvement of policies that affect the well-being of the rural poor (Section 6.4). The M&E system should be designed to generate basic data that will contribute to policy analysis. The data to be collected needs to be specified carefully so that busy field staff can obtain it simply and without much diversion from their primary responsibilities. Two types of information would contribute particularly to policy analysis. The first would establish basic trends on key indicators of the well-being of the poor -- e.g. prices of basic consumption goods, agricultural inputs and products; wage rates for casual labour; levels of indebtedness, etc. Some of this information is already collected by HDI projects, especially Micro-finance. But the available data is not yet analysed and shared fully. The second type of data would examine the impact of specific policies that directly affect the rural poor, e.g. the costs, in terms of lost incomes, for the poor, of export restraints on such products as oilseeds and shellfish. 

6 Strategic challenges and constraints

6.1 Programme focus and coherence

For 2003, HDI-IV has a budget level that is just half the 2001 budget of HDI-III (the last full year of that phase). Budget levels in the next two years of HDI-IV are set to decline even further. These startling declines place a premium on programme focus and coherence, building on UNDP’s comparative advantage, if the lower budget levels are to result in greater sustainable impact on the well-being of the truly poor in rural Myanmar. As noted above, the Assessment Mission considers that very considerable progress has been made in this regard with the trans-sectoral approach of ICDP; and growing coherence between ICDP and CDRT. But there is still scope for improvement within the programme. The Micro-finance project, excellent in terms of impact and sustainability, needs to seek ways in which it can contribute more effectively to ICDP and, eventually, CDRT. The HIV/AIDS project responds in a variety of ways to a deep threat affecting the country. Despite the needs, there is a question about the most appropriate role for UNDP in working with national and international agencies in the joint effort to tackle this epidemic.

The impact and sustainability of all grassroots projects, however effective, is dependent upon the existence of a supportive, pro-poor policy, legal and regulatory environment. UNDP in Myanmar has a vital opportunity to build on its field experiences, its access to the voices of the poor and its nationwide surveys incorporated into the HDI-IV programme to engage all stakeholders in a dialogue to improve the policy, legal and regulatory environment. The Living Conditions survey will contribute to this process. The Agriculture Sector Review was designed to do the same, but its initial implementation raises questions about whether the potential will be fully realised. This is being actively reviewed by the UNDP Office. 

6.2 Micro-finance

Current needs for rural credit in the HDI project areas far exceed the available supply from the Micro-finance project and the SRGs. The Micro-finance project faces additional demands for services from villages and Townships not yet covered (and it has an appropriate model and the managerial capacity to meet these demands). Yet the Micro-finance project cannot expand its operations without additional capital. Currently, the funding base of the sub-project in Shan State is just about the size of its total of loans outstanding – implying that the growth in volume of its loan portfolio cannot be more than the increase in its retained earnings (derived from operating profits). The other two sub-projects will shortly reach similar constraints. Each of the three sub-projects will receive an additional capital injection of $200,000 under HDI-IV. Because of rapid inflation, however, this capital injection will permit only limited growth in the real value of the loan portfolio and, consequently, in the number and size of individual loans.

This problem of under-capitalisation in the face of excess demand brings squarely into focus the vital nature of institutionalisation of micro-finance in Myanmar. For growth and sustainability of impact, the Micro-finance project needs to be able to borrow from the formal banking system and to on-lend at rates that permit a continuous expansion of activities. This requires a legal framework that provides an institutional basis for micro-finance operations in Myanmar. At the present time, neither the commercial banking law nor the cooperative legal framework offers adequate policy and regulatory instruments for the institutionalised operation of micro-finance in the country. In view of the levels of rural indebtedness to informal sources of credit and the demands for cheaper, accessible credit, the Assessment Mission considers that the single policy change with the most impact on rural poverty would be the creation of legal and regulatory framework to support actively the institutionalisation of micro-finance services. The Mission encourages UNDP and its partners to redouble their efforts to dialogue with the authorities on the importance of micro-finance in rural poverty alleviation and on an appropriate and sound institutional basis for the sustainable development of micro-finance. At the same time, the successful UNDP experience in micro-finance should be shared more actively with the banking sector and with civil society organisations.

Within the CDRT project, SRGs have also proven to be effective sources of micro-finance. SRG loans are generally more flexible than in the Micro-finance project, with interest rates and repayment dates being set within the group. SRGs will also lend to members for consumption purposes, an essential element for the rural poor at the outset. Because of this flexibility, SRG loans tend to be more suitable for the poorest villagers than the Micro-finance loans. As SRG members gain experience with their own loans and move up to productive investments, many of them are able to graduate to more formal, disciplined and larger loans available under the Micro-finance project. Certainly, there is enough demand for both types of loans, and the effective harmonisation of the two approaches would be valuable in building a credit ladder for the truly poor to climb out of poverty. At the present time, the Micro-finance projects and the two core area-based projects have a rather wary attitude towards each other, stressing their differences in approach on such matters as interest rates and repayment terms. The Assessment Mission recommends that UNDP should take an active stance in seeking complementarity and harmonisation between these two lending schemes.

The final micro-finance issue concerns localisation. The three Micro-finance sub-projects are required to build the managerial and technical competence of their national staff. The Delta sub-project did not have a supervisory international technical agency for over a year: it demonstrated that local management has gained sufficient capacity to run a micro-finance operation without full-time external technical assistance. Continued external technical assistance is needed strategically for the next few years to ensure that the expansion and deepening of the project's lending operations are prudently and professionally managed. This may not require the full-time, in-country presence of an international agency, as demonstrated by the current arrangements in Delta with EDA Rural Systems Pvt. Ltd.

6.3 Refocusing the HIV/AIDS project

The HIV/AIDS project need to be refocused in view of the broad range of activities currently being carried out with limited resources. The Assessment Mission believes that UNDP's comparative advantage lies in coordination of the inputs of several UN agencies to the HIV/AIDS effort in Myanmar and in supporting the Joint Programming mechanism to facilitate policy dialogue and the articulation of national policy and programme strategy. The involvement of the NAP in the Joint Programme offers scope for analysis and dialogue on national policy and strategy. There is also the need to involve more actively a broad range of Government Ministries in the struggle to improve pubic education on HIV/AIDS and the human rights and care of those infected. To achieve greater focus on these issues, UNDP should consider ways in which some of the current project activities could be spun off to other UN agencies, e.g. the supply of condoms and blood test kits. Even more difficult decisions face the current range of community-based activities in the project, those undertaken both by UNDP/UNOPS and by local NGOs. These activities are all worthwhile in their own right and make a contribution to the nationwide effort. But they deflect management attention from UNDP's comparative advantage and are generally unsustainable in the absence of UNDP funding. The Assessment Mission would recommend that UNDP consider a careful, phased withdrawal from direct support of these community-based activities, seeking partners among the NGOs who have the capacity to take on these programme activities. UNDP might concentrate its efforts on developing the managerial and technical skills of the NGO community, with particular reference to capacity-building for prevention and care.

6.4 Policy dialogue

HDI-IV has a unique opportunity to contribute positively to the evolution of a policy, legal and regulatory framework that tackles the problems of poverty in Myanmar and promotes rapid and equitable development. The Living Conditions Survey will throw much light on the extent and nature of poverty. The Agriculture Sector Review is intended to assess pro-poor policies in that sector. Most importantly, the rich experience of a decade of HDI can be tapped to determine where the policy framework could be improved in the interests of pro-poor development. At the same time, the Assessment Mission would reiterate the key point that the long-term impact and sustainability of HDI interventions is dependent upon improvements in the policy, legal and regulatory framework. 

The 2002 Assessment Mission clearly identified several areas in which policy improvements would contribute to the alleviation of rural poverty. These include the need to tackle the high rate of inflation, which seriously affects profitability; reduces the incentives to save and invest in productive assets; increases uncertainty; and threatens the real value of credit programmes. At the sectoral level, rural incomes are reduced by heavy taxation of farm output, barriers to trade for farm output, restricted access to high-quality inputs and credit, conflict in natural resource use, and limited investment in rural infrastructure. Last year’s Mission concentrated on the small farm sector beyond agriculture, there are also important policy issues affecting the future of HDI, including frameworks for the institutionalisation of rural credit and CBOs, and matters such as the exchange rate for Foreign Exchange Certificates.

This Assessment Mission would recommend consideration of the following steps aimed at improving UNDP’s capacity to promote a dialogue on the environment for pro-poor policies:

· The Policy Analysis and Planning Unit in UNDP is currently staffed by two individuals—a Programme Manager and Assistant--who are preoccupied in the short term with implementation of the Living Conditions Survey. Their work also includes implementation of a number of regional projects (including “Macro-economics of Poverty Reduction: a Case Study of Myanmar” and “The Southeast Asia Human Development Report”), which stimulate debate on policy.  A more intensive contribution to the policy dialogue would require additional staffing in the Unit, preferably two competent analysts.

· It is essential that a prioritised list of possible issues for analysis and debate be drawn up. Priority should be assigned to those issues having a substantial impact on the rural poor and where there is a realistic possibility of forward progress.

· Effective dialogue on policy issues depends upon sufficient information and analysis to demonstrate clearly the impact of current policies and to develop realistic and workable options. The Policy Analysis and Planning Unit should draw upon HDI experience and all other available sources of information and analysis to develop discussion papers on policy options.

· UNDP should become even more active in drawing together a cross-section of organisations to talk about options for improving pro-poor policies in Myanmar. UNDP could sponsor forums and workshops on specific issues to involve all stakeholders. Earlier examples of policy dialogue could serve as models -- e.g. on long-term user rights for Community Forestry and the efforts to seek agreement on a legal framework for micro-finance.

· The programme of forums, seminars and workshops should be supported by an active and regular series of visits to HDI projects. As the 2002 Assessment Mission noted, “Consultation with grassroots communities is essential to policy dialogue and reform as it provides valuable and cyclical feedback to decision-makers and implementers by those affected. Broader interaction with farmers and rural communities can help policymakers to understand grassroots resource constraints and problems, and to examine the impact of certain programmes and policies”.

· Special attention should be paid to the active involvement of civil society organisations in the policy debate. Civil society is less developed in Myanmar than in many Asian countries. Thus far, UNDP has had only limited impact on building the capacity of civil society in the country. Actively encouraging civil society organisations to contribute to, and participate in, the policy dialogue would be a positive step forward.

6.5 Agriculture Sector Review

The project documents for the Agriculture Sector Review set two objectives for the activity, namely to review and assess agricultural policies for their appropriateness in stimulating growth, particularly for the rural poor, and to prepare an outline for an investment programme in the sector. The first of these objectives is of great importance to the overall goal of HDI-IV, because of the potential of the policy and regulatory framework of the agricultural sector to contribute effectively to the well-being and incomes of the rural poor.

The international team undertaking the first phase of the ASR arrived in Myanmar at the same time as this Assessment Mission. There have been some changes in the composition of this international team in comparison to the originally approved project document. In particular, there is no longer a Community Development Specialist on the Review team, nor is there a Forestry Specialist able to examine the vital needs of the rural poor for forest products—firewood, fodder, fruits, and plant materials for medicinal and artisanal purposes. Moreover, as of the time of writing, administrative issues seem to have prevented the arrival in Myanmar of the Rural Financial Institutions Specialist, another crucial gap given the size of unmet credit needs of the rural poor. The Assessment Mission questions whether the current composition of the ASR first phase team is fully adequate to the task of assessing ways in which the policy and regulatory environment can be improved in a manner that will benefit the rural poor. Since this environment is so important to the impact and sustainability of HDI-IV, it would be desirable for UNDP to explore, as a matter of urgency, how the gaps in the current team can be rectified. It may be that additional skills needed for analysis of, and recommendations on, pro-poor agricultural policies can be added to the second phase. As advised by the Mission, it was noted that UNDP is actively engaged in discussions with FAO and the technical line ministries to ensure that the essential components, e.g. Community Development, are in place to rectify the current situation and to effectively achieve the overall goals and objectives of the ASR.  

Furthermore, it is important that those members of the first-phase ASR team concentrating on pro-poor agricultural policies should have adequate resources for their task, in view of the paucity of available data. In particular, the Rural Sociologist would probably benefit from small additional funds for data collection and analysis. 

6.6 Sustainability

As noted in Section 4 above, senior UNDP and project staff have devoted much time and thought to sustainability issues. They are concerned about maintaining the sustainable impact of the project, mainly because the current rapid rate of inflation erodes the income gains made through project interventions. Staff are also grappling with the challenge of sustaining village capabilities -- the organisational abilities and skills, changed ways of thinking and articulating priorities, and the nascent ability to generate resources at the village level for common purposes -- after project interventions and support cease. The dramatic decline in available project budgets has accentuated the need to “graduate” villages from area-based projects. At the same time, there is a recognition that effective and sustainable community development is a process that requires time and patience. Moreover, the low level of project activity during much of 2002 demonstrated that a proportion of the community organisations created in earlier phases became significantly less effective without direct project support.

The challenge of sustaining village capabilities for future development can usefully be broken into several components:

6.6.1 Learning from experience

ICDP and CDRT are both attempting to determine how many of the community organisations survived the hiatus of 2002 with their capabilities and resources intact. It would also be useful to try to determine simply whether there are common characteristics shared by those CBOs that survived effectively (and those that did not). Given guidelines and some training, this exercise could probably be carried out by project field staff in the course of their normal travels.  The information and analysis would be valuable inputs to future strategy for community organisation, most especially in the case of CDRT, where SRGs were established before the hiatus.

6.6.2 Building on the past

While the HDI-IV strategy for community organisation is heavily focused on the promotion of SRGs, there are other types of CBOs inherited from past phases, particularly in the ICDP areas. These generally comprise user groups and income-generating groups, most of which are still functioning with various degrees of effectiveness. It is essential that UNDP develop a strategy for identifying and mapping these groups; determining their effectiveness; and guiding field staff on how to interact with them and the degree of project support to be provided. At the present time, there is some lack of clarity on how these inherited CBOs fit within the new approaches to community organisation.

6.6.3 Institutional maturity and criteria for graduation

Many organisations in different countries have developed methods to assess the maturity and capabilities of CBOs: one example is the Institutional Maturity Index evolved by the Aga Khan Rural Support Programme in Pakistan. It would be worthwhile for UNDP in Myanmar to draw together some of the best examples to serve as a basis for designing a simple, effective system of assessment relevant to conditions and needs in the country. This would be of great value to field staff in assessing progress of CBOs towards institutional maturity. An assessment system of this kind should be accompanied by clear criteria and guidelines for “graduation” of CBOs, i.e. the stage at which they can be expected to continue functioning effectively without additional project support and inputs.

6.6.4 Local support systems

While substantial numbers of CBOs are likely to approach graduation in the course of HDI-IV, their continuing effectiveness will be enhanced if local support systems can be evolved. Most CBOs will have needs for continued support beyond the end of HDI-IV, for training in new functions and skills; for monitoring to ensure transparency and reliability of accounts; for assistance in dealing with regulatory authorities; and for trouble-shooting. Some project staff believe that the more mature CBOs would be willing to contribute towards the cost of these support services. As part of the sustainability exercise, it is important for UNDP and project staff to consider carefully the minimum level of support services to maintain the effectiveness and future growth of CBOs, beyond the termination of project support. HDI-IV should be used as an opportunity to test feasible approaches to providing those support services. Models might include an independent local support centre at the Township level, supported financially by the mature CBOs in the area; or contractual arrangements with a local NGO, whose capacity could be strengthened initially by the project.

6.6.5 The challenge of aggregation

SRGs are well suited to the initial stages of empowerment and equity for the target group, to begin the habit of saving among the truly poor, and to limited revolving credit for consumption and small investments. These functions are immensely important. As the SRGs grow in confidence and competence, the programme should consider ways in which they can be aggregated for additional, broader purposes. Many of the needs of the rural poor require management structures beyond the scope and scale of the SRG -- e.g. small infrastructure projects, efficient and effective provision of basic social services, joint marketing of inputs and outputs and, eventually, joint efforts to tackle the degradation of the natural resource base. As SRGs provide empowerment and a voice to the rural poor, HDI-IV requires a strategy for bringing them together to meet these further needs. ICDP is already testing the concept of Village Assemblies, but these are currently conceived as being primarily for accountability and transparency. Further thought needs to be given to ways in which the SRGs (once they are strong enough to avoid capture by elites) can be aggregated for new, broader purposes.

6.6.6 Eventual institutionalisation

Over time and as they are able to take on a growing range of functions, many of the CBOs created under HDI-IV will need to be able to take on a legal status so that they can enter contractual relationships with the wider rural economy, e.g. suppliers and traders, the financial system, etc. While this is not an immediate possibility or priority, it would be valuable for UNDP to begin an analysis of the likely future needs of CBOs for some form of legal status and of the most appropriate instrument to provide for institutionalisation. This should be in preparation for the time when Myanmar sees the desirability of modernising its legal framework to provide an enabling environment for local organisations that promote the development of the poor.

Sustaining rural capabilities has a significance that goes beyond the potential impact of the CBOs themselves or even HDI-IV programme. If UNDP is able to address the sustainability issue, its experience would lead to a robust model of self-help organisations that could transform the development prospects of the rural poor of Myanmar.

6.7 Beyond subsistence 

The Assessment Mission considers that the renewed focus in HDI-IV on the poorer, marginalised households in the target villages is highly appropriate in meeting the most pressing human needs in rural Myanmar, and is also entirely consistent with the GC/EB mandate. The programmatic approaches show real promise in helping this group to improve its living conditions, particularly in overcoming seasonal indebtedness for consumption purposes and in beginning the processes of i) saving and investment to raise incomes, and ii) empowerment and organisation to solve common problems.

While concurring fully with the current priorities and approaches of HDI-IV, the Assessment Mission would also urge UNDP in Myanmar to begin to think about the longer-term processes of development in its programme areas. The reality is that the approach of HDI-IV is best suited to providing a measure of food and income security to the target group of the weaker sections in rural Myanmar. Beyond this vital objective, however, must eventually lie a broader sense of development possibility, rooted in a dynamic and growing rural economy. For the rural poor with little or no land, the long-term future depends on an overall increase in demand for the products they can produce and for their labour and growing skills.

The timeframe of HDI-IV is too short to be able to address programmatically the challenge of Beyond Subsistence (in the sense of basic food and income security). Nevertheless, it would be valuable for senior UNDP and project staff to begin to consider future directions and priorities beyond the goals of HDI-IV. Specifically, what is needed to raise the probability that the rural poor will be able to move beyond subsistence and participate fully and effectively in future development? Four elements are likely to be especially significant:

- an enabling environment that promotes rapid and equitable growth across the rural economy.

· an institutionalised system of rural credit that is able to meet the growing needs of the rural poor for productive investment.

· vibrant community-based organisations able to evolve to meet new and emerging needs of the rural poor.

· the development of linkages to the larger economy, particularly the private sector and public institutions. The 2002 Assessment Mission noted several examples that occurred during HDI-III, including links to reliable suppliers of agricultural inputs, to effective marketing channels, and to the private banking sector (no longer functioning). With the imperatives of launching HDI-IV, the current Assessment Mission heard little about initiatives to link the rural poor with the larger economy. Yet such linkages are essential for the longer term, and merit staff attention in the coming years.

6.8 Environment

The 2002 Assessment Mission placed considerable emphasis on the importance of HDI dealing with environmental degradation in the project areas, suggesting that this should be done through a more systemic view of ecological zones moving beyond the “very village-centric approach to interventions” under HDI-III. Even a casual observer of rural Myanmar has to be struck by the abundant evidence of a secular, long-term decline in the quality of the natural resource base on which rural livelihoods ultimately depend. In an effort to begin to address these problems, the FAO projects funded under HDI-III experimented with a wide range of interventions, including gully control, bench terracing, soil sedimentation bunds, small check dams, and community woodlots and forestry. Many of these showed promise in stemming the process of degradation and in raising yields. But there are practical difficulties in their widespread application, particularly on the necessary zonal basis. The investment in time and/or money would be enormous. The benefits of most of these interventions tend to accrue disproportionately to those with land, while the costs of labour tend to be borne primarily by the poor and landless. With the dramatic decline in budgets available to the two core area-based projects in HDI-IV, a pragmatic approach to environmental issues seems to have been adopted. The concentration of effort has been on cheap interventions that are likely to have common benefit, e.g. environmental education, a continuation of nurseries and community woodlots, and improving field practices in agriculture. 

The 2003 Assessment Mission considers this approach to be logical and justifiable in the light of the budgetary constraints. UNDP and project staff are fully aware of the extent of environmental degradation and regret their inability to do more to tackle it. In response to environmental needs and the growing awareness and management capacity at the community level, the Mission asks whether there might be the possibility to obtain supplemental funding to undertake specific sub-projects of environmental protection on a scale sufficient to make a real difference. Priority examples might include the expansion of the community woodlots (in view of the dependence of rural communities on wood as fuel) and mangrove replanting in the riverine areas (to protect river banks, promote fish production and provide a source of charcoal). Sub-projects of sufficient scale would be fairly costly, largely because it would be highly desirable to pay the labour involved. This would contribute to the incomes of the really poor, while also providing environmental protection and creating resources for the community. A possible alternative might be to seek collaboration with WFP on a food-for-work programme for these purposes.

6.9 Future areas of concentration

The Assessment Mission has spent some time reflecting on possible future directions for the HDI and on the priority that should be attached to the main options. HDI is now in its tenth year as an umbrella programme. But the most promising aspects of the programme, in terms of sustainable development for the poor, are more recent. In particular, the SRG approach was initiated under HDI-III, and is only now being extended from CDRT to the larger ICDP. Moreover, the inter-sectoral concept and delivery mechanisms were pioneered in CDRT in 1996, but were not incorporated into ICDP until this year. While a cost-effective package of inputs has now evolved to meet the needs of the target group, considerable work remains to be done to develop a robust and sustainable model of community organisation to ensure that the target group can continue its development autonomously.

At the same time, the Assessment Mission is acutely aware that HDI has only touched 3,900 villages, or about 5 per cent of the total number in Myanmar. Most villages throughout the country have conditions and needs that are similar to the HDI areas, and would benefit from the early introduction of the basic approach and package developed under the HDI programme. The costs of a nationwide programme based on the HDI model would obviously be very high. While UNDP itself clearly cannot consider an expansion of its own activities across the country, the programme’s achievements and promise raise the vital question of more limited expansion into areas of the highest priority in terms of need and feasibility. Two possibilities for expansion merit special consideration: a) areas of particular deprivation as a result of civil unrest—the so-called “inaccessible areas”; and b) areas directly adjacent to current HDI villages and Townships. The inaccessible areas have suffered deeply over a number of years, and evidently deserve special attention from UNDP on humanitarian grounds as and when access becomes possible. The basic approach and package developed under HDI could be put in place quite quickly, would make a substantial contribution to meeting basic human needs, and could serve as the basis for future development and integration into the national economy.

Areas adjacent to HDI activities also merit consideration. Needs are great in these areas: despite the sophistication of the HDI targeting system, there appear to be only marginal differences in living conditions between HDI villages and their immediate neighbours. Nearby villages are familiar with the HDI approach and requirements: in many cases, there is already an effective demand for the extension of HDI activities. Moreover, expansion to neighbouring villages would be highly cost-effective because it could make use of existing programme staff and infrastructure. Among possible adjacent areas, one stands out as a special case. The Northern Rakhine State, while not visited by the Assessment Mission, faces very high levels of deprivation. Thus far, CDRT has only been able to work in a handful of villages in the region and with short-term funding.

In regard to future directions and areas of concentration, the Assessment Mission would suggest that high priority be attached to the robustness and sustainability of the recent model evolved under CDRT and now being extended to ICDP. Several additional years are likely to be required to demonstrate that the organisational approach can lead to autonomous development by the rural poor. An effective and efficient model for local governance for development, similar to that developed through the CARERE programme in Cambodia and other countries in South-east Asia, would have great significance for the future of Myanmar. This justifies, in the opinion of the Assessment Mission, the investment of time and limited financial resources.

The acute human needs in other parts of the country make it essential that every effort be made to raise additional resources to enable the successful, if currently incomplete, HDI approach to be spread. UNDP will need to pay special attention to the criteria for prioritising areas for future expansion. The Living Conditions survey should provide useful information to guide the selection of such areas. The Assessment Mission would commend the HDI  approach to the international community as an appropriate and effective way to meet fundamental human needs in rural Myanmar. 

7 Conclusion

The Assessment Mission concludes that HDI-IV, with its improved approach from earlier phases, is a thoroughly worthwhile programme.  The two core area-based projects and the Micro-finance project are providing substantial direct benefits to a large number of acutely poor people in rural Myanmar, while the Living Conditions Survey and the Agriculture Sector Survey have the potential to extend the benefits more widely and contribute to the Millennium Development Goals.  The HIV/AIDS project is also addressing a major national challenge. In the absence of other major actors, UNDP is performing a much-needed function in drawing attention to the problems of rural poverty and vulnerability in the country. The HDI approach to community organisation holds the promise of creating a system of local governance that promotes development, empowerment and equity. UNDP has the potential to combine its field experience with its national survey and sectoral review to have a positive impact on pro-poor policies.

Given its terms of reference, the Assessment Mission has concentrated on the challenges and constraints facing HDI-IV. The Mission has been pleased to find that many of the issues raised are being actively considered by UNDP and project staff. The willingness of staff to face up to difficult issues and to learn from experience is one of the most encouraging aspects of the programme.  With the prospect that most of the issues will be addressed successfully, the Assessment Mission would conclude with a final recommendation that the international community give serious consideration to supplemental support for HDI-IV from non-core resources to enable the programme to undertake the most significant recommendations in this report.  These include the needs to deepen the experience with community organisation in order to ensure long-term sustainability and to create a model for local governance for development for the future; to expand to new areas of greatest need; to permit the expansion of the micro-finance services in advance of their institutionalisation; and to initiate selected programmes to tackle the degradation of the natural resource base.  Such support would add considerably to UNDP’s ability to contribute positively to the profound problems of poverty in rural Myanmar.
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Annex 1: HDI projects by Township and number of villages covered
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Annex 2: HDI-IV Programme Budget
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Annex 3

Annex 3: Operational and Financial Sustainability                                       of the Micro-finance Project

(as at 30th June 2003)

	Particular
	Delta

(Grameen & EDA)
	Dry Zone

(PACT)
	Shan State

(GRET)

	Operational self-sufficiency

Operational income (Interest plus Other Income) x 100

Operational Expense
	179%
	381%
	353%

	Programme sustainability
Operational income (Interest plus Other Income) x 100

Operational Expense + Cost of capital
	142%
	272%
	263%

	Short-term financial sustainability
Operational income (Interest plus Other Income) x 100

Operational Expense + Cost of capital + Loan loss provision
	139%
	254%
	261%

	Long-term financial sustainability
Operational income (Interest plus Other Income) x 100

Operational Expense + Cost of capital + Loan loss provision + Inflation
	57%
	69%
	80%


Note:

· Operational income includes interest income and other incomes excluding UNDP/UNOPS grants for operational cost and technical assistance

· Operational expenses includes all expenditures on the profit and loss account excluding foreign staff’s salary

· Inflation is considered 40% per annum (of net worth) and cost of capital for each of the sub-projects is the actual interest payment on clients’ savings
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Annex 5: Field Visit
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