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Executive Summary

This report summarises the findings, conclusions and recommendations of a two-member team of international consultants, which undertook an annual Independent Assessment of UNDP's Human Development Initiative (HDI) in Myanmar over the period July 25-August 19, 2004. The current HDI phase-IV began implementation in early 2003. Its goal remains to have a sustainable impact on grassroots-level poverty in the country. HDI-IV has six constituent projects, the three largest of which are concentrated on community development and micro-finance in 24 Townships in rural Myanmar. The other three projects have a national focus: one addresses the issue of HIV/AIDS, while two are research/survey projects examining rural poverty and the agricultural sector.

The Assessment Mission explored in detail the question of the conformity of HDI-IV with the Governing Council/Executive Board decisions which provide the framework for UNDP assistance to Myanmar. The Mission concluded that HDI-IV has been designed, and is being implemented, in full compliance with these decisions. The Mission especially highlighted that UNDP, within the framework of the current mandate is not in a position to take a more pro-active role in representing the concerns of the poor at the national level and in advocating for pro-poor policy change.

Rural poverty in Myanmar is widespread and probably growing. More than one-third of rural households are landless. Many small farmers find agriculture unproductive, because of low yields and product prices, and a lack of adequate credit. These farmers are often forced into increased debt or the sale of assets, including land. Many of the rural poor must supplement their incomes by exploiting "free" natural resources -- forests, fisheries and minerals. This contributes to serious environmental degradation across the whole country. The situation of the poor is aggravated by rapid inflation. 2004 is likely to be a critical year: Myanmar has experienced a heavy monsoon and serious flooding, which may lead to shortfalls in agricultural production, higher food prices, and deterioration in the situation of vulnerable families.

HDI-IV has made solid progress in its first full year of operation:

· Physical and financial targets are being met satisfactorily.

· The programme has evolved successful techniques for identifying and targeting the poor, with the result that HDI-IV is better focused on its target group than earlier phases.

· HDI-IV is making steady progress towards a greater emphasis on sustainable livelihoods and improved incomes for the poor, but there remains scope for expansion.

· The key mechanism for community organisation in HDI-IV, the Self-Reliance Groups (SRGs), is effectively providing a voice for the poor, initiating savings and credit, and is a cost-effective vehicle for training. The SRGs are building the competence and confidence for these affinity groups of 15-20 poor women. A sustainable future for the SRGs, however, requires more effort.

· The component projects of HDI-IV are better integrated than in predecessor phases. There is now greater cohesion and complementarity between the projects, with some remaining issues.

· Constituent parts of HDI-IV have been examined by several external consultants over the last year. There is broad agreement between these reviews and this report.

The Assessment Mission report reviews the progress made by each of the six projects over the past year. The principal section of the report summarises the key challenges facing HDI and makes recommendations designed to improve further the impact of the programme on the welfare of the poor in Myanmar.

Improving Income and Livelihoods. The Mission considers that HDI-IV should attach even higher priority to the improvement of incomes and livelihood in order to enhance its impact on the poor. It recommends:

· The Country Office should issue a policy statement and organise training for project staff.

· The three area-based projects should codify their best practices in improving incomes, and disseminate them widely.

· The two Community Development projects should develop a strategy for the opportunities emerging to give the poor access to natural resources on a sustainable basis -- e.g. community forestry, registration of traditional lands, and development of fallow or unused land. Technical assistance and loans for the poor are also recommended.

· The three area-based projects need a strategy to develop agriculture among small and marginal farmers, many of whose lands are unproductive. Key elements are agricultural credit and training.

· HDI should make a systematic effort to draw the private sector into its livelihoods work.

The Future of SRGs. The SRG approach shows promise for tackling rural poverty and improving local governance in Myanmar. Yet, the SRGs are fragile institutions requiring further nurturing to realise their potential and achieve sustainability. The Mission recommends:

· In addition to the planned geographical expansion, HDI should continue work in the current 24 Townships for one more phase (i.e. three years beyond 2005).

· HDI should test ways to enable SRGs to play a role in village-wide decision-making.

· HDI should explore approaches to involving SRGs in sustainable management of natural resources.

· HDI should make a consistent effort to evolve local support systems for SRGs, as recommended by the 2003 Assessment Mission.

A Voice for the Poor. The experience and knowledge base achieved by HDI gives UNDP a unique opportunity to represent the concerns of the poor at the national level and to press for improved policies and practices to benefit the poor. The Mission recommends:

· UNDP should engage actively with relevant technical counterparts in the Ministries to promote pro-poor policies in i) the agricultural sector; ii) a policy framework for the institutionalisation of micro-finance; and ii) macro-level economics and social sectors.

· UNDP should actively assist villagers to deal with Township authorities to gain access to land, and should provide complementary training and funds.

· UNDP should keep the international community abreast of the humanitarian/poverty situation in the country by tracking key indicators of poverty.

Documenting Impact. The absence of systematic assessment of its impact on poverty remains one of HDI's greatest weaknesses. The Mission recommends that UNDP should fill this gap urgently, prior to geographical expansion, by:

· Undertaking systematically a programme of simple, cost-effective ways to assess the current impact on poverty.

· Documenting best practices from across the programme area.

· 
Institutionalising Micro-Finance. While the Micro-finance project has considerable achievements, future success depends largely on institutional and financial sustainability. The project needs to move beyond UNDP capital grants and to access capital markets to obtain the funds necessary for geographical expansion and broaden the range and size of loan products. The morale of local staff would also be enhanced by institutionalisation of micro-finance activities. The Mission recommends:

· UNDP should actively pursue an appropriate legal framework for institutionalisation of micro-finance in Myanmar.

· Steps to improve computerisation and operational efficiency should be undertaken before large-scale geographical expansion.

· Further efforts are needed to boost the financial sustainability of current operations.

HIV/AIDS. The initial justification for UNDP's involvement in HIV/AIDS is no longer compelling in the face of greatly increased levels of international assistance in this field. The Mission recommends that UNDP should re-design the project with more of a focus on helping rural communities tackle the HIV/AIDS threat in those areas in which other HDI projects are active. These areas face real dangers from HIV/AIDS. The project should work with community organisations to increase awareness, take preventive measures, and test sustainable approaches to improving the economic conditions of families affected by HIV/AIDS. To accomplish this, the project should withdraw from the provision of commodities to the National AIDS Programme and from the existing funding of local organisations. In the re-designed project, UNDP should plan and fund a study on migration patterns.

Natural Shocks and Disasters. The Mission was struck by the extreme vulnerability of the poor to natural shocks and disasters, which often force families to sell assets and decline into extreme poverty. In the absence of a public safety net, even small disasters can destroy the gains made by the HDI programme. The Mission recommends that UNDP institute a mechanism and strategy that would enable HDI staff to respond flexibly and appropriately to natural disasters in their areas.

Partnerships and Synergies. To achieve the overall goal of a significant reduction in poverty in Myanmar, UNDP needs alliances with partners. These alliances could help to bring about policy change, could draw in additional resources to fight poverty, and could enhance the sustainability of the effort. The Mission recommends that UNDP should work more systematically to inform the NGO, diplomatic and donor communities of the objectives, approaches and impact of HDI, and should establish working groups on key issues. Particular attention should be paid to active collaboration with other UN agencies. The Mission also concludes that the overall impact of HDI could be enhanced by greater synergy between the component projects, including a regular forum within UNDP; joint action on staff training and the production of training materials; and staff visits to other projects.

HDI Expansion. The UNDP Country Office is planning a bold and ambitious expansion of HDI to some 40 new Townships, to spread the benefits of the programme to other areas of great need, including along the eastern border as it opens up. The Mission fully endorses the justification and basic approach of the proposed expansion. It recommends:

· UNDP should set up a regular forum to oversee the strategic direction and coordination of the expansion plan.

· UNDP should use micro-finance as its entry point into the proposed pilot in peri-urban areas.

· Income/livelihood improvement should be given priority in the expansion Townships.

· A clear phase out strategy from existing Townships is required.

· UNDP should emphasise community mobilisation and organisation over the delivery of physical targets.

Conclusion

In its first full year of operation, HDI-IV is fulfilling its considerable promise. Almost all elements of the programme are functioning well. Important challenges remain, including i) sustainability of the gains; and ii) broadening the impact, both geographically and through improved pro-poor policies. The Mission urges continuation of work in the current Townships for at least one more phase to sustain the gains for the poor and vulnerable, including their ability to make decisions about their lives and environment. It also supports the proposed expansion.  The Mission feels that this expansion, based on the HDI-IV experience and taking account of the findings and recommendations of this report, should shape the strategy for the next phase.  The combination of work in more than 60 Townships will require more funding in HDI-V than is available to HDI-IV. The Mission firmly believes that the additional funding is merited and would have a substantial impact on poverty in Myanmar.
1
Background

This report presents the findings of an Independent Assessment Mission to review UNDP's Human Development Initiative (HDI) programme in Myanmar. The Mission's goals were to: 

a) Assess the extent to which UNDP assistance to Myanmar continues to meet the mandate established by UNDP's governing body;

b) Review the progress and challenges in the implementation of programme activities, as well as the relevance of the programme to the situation in the country.

The Mission comprised two international consultants who carried out in-country work over the period July 25-August 19, 2004. The Mission members undertook intensive field visits during July 30-August 15 (Annex 5 lists the field visits made). In the field, the Mission had lengthy discussions with many villagers and community groups, administrative functionaries at the village level, UNDP staff and project personnel, community development volunteers and partner organisations. The field visits took place during a particularly heavy monsoon, requiring several schedule changes and hazardous journeys in four-wheel-drive vehicles. The Mission wishes to express its gratitude to the Country Office for its flexibility, efficiency and helpfulness in difficult circumstances, as well as to the many villagers and project staff met for their patience, frankness and great hospitality. In Yangon, the Mission spent much time with UNDP staff and Agency Project Managers, and benefited from meetings with several NGOs, UN agencies and four foreign missions -- the European Union, Japan, the United Kingdom and the United States. Towards the end of its time in Yangon, the Mission held four debriefing meetings with representatives of 19 foreign missions, 50 international and local NGOs, 11 UN agencies, and UNDP staff. The Mission's analysis of programme effectiveness, challenges and constraints was shared and discussed. 

2
Introduction

Since 1993, UNDP assistance to Myanmar has been carried out in accordance with the Governing Council decisions 92/26 and 93/21 and Executive Board decisions 96/01, 98/14, 2001/15, 2003/2 and 2004/2. These decisions mandate UNDP to undertake a country programme that has "grassroots-level impact in a sustainable manner".

Over the last decade, UNDP's entire country programme in Myanmar has comprised four phases of the Human Development Initiative. The current phase, HDI-IV, was initially conceived to cover the period 2002-4. After a significant delay in securing Government endorsement, project documents for the current phase were signed between December 2002 and February 2003. While there were modest expenditures during 2002 to keep some field activities moving forward, HDI-IV has been extended to 2005. Thus, the current Assessment Mission reviews the first full year of operation of HDI-IV, bearing in mind that much of the first half of 2003 was devoted to start-up of the new phase.

All four HDI phases have aimed to fulfil the basic needs of target communities -- the rural poor -- by improving access to, and quality of, vital social services (primary health care; basic education; water and sanitation; village infrastructure; and HIV/AIDS prevention and treatment) as well as by supporting sustainable livelihoods, including income-generating activities and improvement in the management of natural resources. Whereas the first three phases of HDI largely comprised sectoral projects, HDI-IV has been characterised by a more integrated approach to community development, by a clearer focus on the truly poor within the target villages; and with a greater emphasis on the encouragement of self-help. It is composed of six projects, three of which are new to the phase:

1) The Integrated Community Development Project (ICDP) involves a new inter-sectoral approach targeted at increasing the ability of poor communities to meet their most basic needs in 2,310 villages in 11 Townships. 220 villages are entirely new to HDI, while the others had benefited in earlier phases from investment by the sectoral projects.

2) The Community Development in Remote Townships (CDRT) project aims to strengthen the capacity of poor communities in selected remote border Townships to address their basic needs through a participatory community development approach. The project covers 423 villages in 13 Townships. CDRT pioneered the inter-sectoral approach, the explicit targeting of the poor, and new ways to mobilise and organise communities, all features that have now been extended to ICDP.

3) The Sustainable Micro-finance to Improve the Livelihoods of the Poor project has been in operation for seven years, working through three micro-finance organisations to provide credit and savings services to over 100,000 active clients in the same 11 Townships as ICDP. During this mature phase of the project, the main goal is to help the three micro-finance operations to achieve greater autonomy and institutional and financial sustainability.

4) The HIV/AIDS project is a contribution to the overall international effort to address a nationwide threat of major proportions. UNDP's project concentrates on supporting diverse community-based efforts to address HIV/AIDS, while also currently providing material for blood testing and condoms.

5) The Agriculture Sector Review is a new project, aimed to identify issues and define investment needs to stimulate broad-based agricultural growth, for use by  stakeholders. 

6) The Integrated Household Living Conditions Assessment is also a new project, whose goal is to foster well-informed, pro-poor decision-making. The immediate objective is to assess the living conditions and poverty situation of the Myanmar population through extensive qualitative and quantitative surveys. 

Currently, HDI-IV is operating in about 3,850 villages in 24 Townships, reaching approximately five percent of all villages in Myanmar and covering about three percent of the country's population. Annex I lists the Townships and number of villages in which HDI-IV is active. The Country Office is determined to broaden its coverage as rapidly as possible to include a greater percentage of the country's vulnerable population. In particular, the Country Office intends to initiate work in areas that have suffered from decades of conflict but have recently become accessible as a result of ceasefire agreements with the Government. The Country Office has consequently spent much of the last year preparing plans for the expansion of HDI-IV to approximately a further 40 Townships. The expansion plan is extremely ambitious and has consumed an enormous amount of staff time over the past year. The Country Office plans to begin the expansion (in all the proposed new Townships, but only in a limited number of villages in each) during the remainder of HDI-IV. Final endorsement from Government is still being sought on the proposed expansion plan. The Country Office aims to use savings from previous HDI phases and some new funds attracted from bilateral donor agencies to initiate the expansion in 2005. It is evident that successful and sustained geographical expansion of HDI will require additional resources for UNDP beyond 2005. The expansion plan is discussed in Section 7.9 below.

3
Conformity with GC/EB Decisions

In the course of all its discussions and field visits, the Assessment Mission explored whether HDI-IV conformed with GC decisions 92/26 and 93/21 as well as EB decisions 96/01, 98/14, 2001/15, 2003/2 and 2004/2. The Mission concluded that HDI-IV has been designed, and is being implemented, in full compliance with these decisions. All UNDP and project staff are fully aware of these decisions and are committed to adhering to them.

At the same time, the Mission is concerned that UNDP, within the framework of the mandate ,  is not being sufficiently pro-active in representing the concerns of the rural poor at the appropriate national level and in encouraging policy changes that would benefit the target groups. There are two areas of particular concern. Firstly, important opportunities are opening up for the poor to gain ownership of, or access to, productive assets, particularly agricultural and forest lands. For this to happen on a scale that would benefit large numbers of the rural poor, it would be highly desirable for UNDP to research ways in which the poor can access these lands and the necessary complementary investments. The Mission believes that it would be worthwhile for UNDP Township staff to take greater advantage of these openings at the local level and engage local authorities to benefit the poor. 

The second area of concern is that the mandate does not allow for important and much needed policy dialogue and reforms that can potentially benefit much greater numbers of the country's poor than current project activities on the ground. Sustainable progress for the poor is heavily dependent on a policy framework that is supportive and enabling, especially in the agriculture and micro-finance sectors. Such an enabling framework is largely absent in Myanmar today. The country also lacks fora for open discussion on the concerns of the poor. UNDP, with a decade of experience on the possibilities and constraints of helping the poor, is in a unique position to represent "the voice of the poor" and to engage with the authorities on policy change. The Agriculture Sector Review and the Micro-finance project, both of which were endorsed and appreciated by Government, represent excellent opportunities. However, in line with the mandate, UNDP has not pursued aggressively such issues as the policy and legal framework for the institutionalisation of micro-finance or many of the recommendations from the Agriculture Sector Review. The Mission considers that active engagement by UNDP with national authorities on such issues is clearly in the interests of the poor in Myanmar and, as a result, is fully in line with the intentions of the UNDP mandate. The Mission would urge the UNDP Executive Board to clarify this ambiguity in the mandate and to encourage the Country Office to engage with Government on pro-poor policies. 

4
Current Socio-economic Conditions in Rural Myanmar

An estimated seventy percent of Myanmar’s poor live in rural areas. Agriculture contributes to over half of the country’s GDP and employs about two thirds of the labour force. There are about 4.8 million farm households in Myanmar and the vast majority cultivate small plots of land of less than five acres. Perhaps three million rural households are landless, mainly relying on casual labour in agriculture. 

There are some disturbing signs, however, to indicate agriculture is not sufficiently productive to sustain a healthy population, and that it appears to be moving in a downward trend:

· Farmers have not been able to afford basic inputs such as fertilizer. According to the Agriculture Sector Review report, the average use of mineral fertilizers is estimated at 10kg per hectare, although greater amounts are applied to paddy. This is well below regional country averages and is insufficient to replace nutrients extracted through cropping, implying a long-term decline in soil fertility. 

· Farm households have little credit available to them and so cannot invest in more productive crops and technology. The average loan available from the Myanmar Agricultural Development Bank covers only one-tenth of production costs. Consequently, farmers have had to rely on informal moneylenders, who typically charge 10-15 percent interest per month. At such high rates of interest, farmers feel they cannot take the risk of borrowing to buy the inputs needed. Thus, their production and incomes remain low. For example, the Mission observed many farmers in the Dry Zone were planting sesame instead of groundnut because production costs for sesame were much lower. Yet the net profits from growing groundnut were several times higher. 

· The Agriculture Sector Review also shows that yields for almost all crops are below the average for developing countries in the region, and that they have improved little in the last decade. The principal exceptions are the pulses, beans and horticultural crops, which operate in a more liberalized market. 

· Some farm families are abandoning farming and becoming landless. According to the Agricultural Census of 1993, 30 percent of villages were landless. Recent surveys conducted during the Agriculture Sector Review suggest that rural households are becoming decapitalized over the years, through increased debt or sale of assets, including land. The Sector Review report also suggests that landlessness has increased. Most HDI villages show high rates of landless households of 40 to 50 percent.

· Aside from weather-related shocks, farm households have also suffered market or price-related shocks, such as the sudden closure of trade and borders or the closing of banks across the country. Last year’s banking crisis was particularly ruinous for farmers when agricultural trade was disrupted by the freezing of bank accounts across the country. Farmers were stuck with their produce when no traders could pay for or buy the crops. 

· Daily wage rates for casual labour in rural areas have remained very low at around 300-500 kyats (30 to 50 US cents per day), depending on the season. This can buy only 2.1 kgs of cheap rice, enough to feed a poor family of five for the day. Such households have very little money left to buy medicines or send their children to school. They remain extremely vulnerable, given that much of their employment on farms is seasonal and weeks can go by with less wage opportunities available to labourers.

Rural and farm households have therefore been constrained for decades from improving their incomes and production. They have had more “minus” years than “plus” years, which has resulted in a dwindling of household assets and long-term disinvestments in agriculture. 

Of equal concern is the related downward trend towards environmental degradation. Myanmar’s natural resource base – the land, forests and rivers on which food production and livelihoods depend – is being consumed at a rate that is unsustainable. Because farming has not been productive enough to generate incomes and jobs, the rural poor have had to increasingly look for jobs off the farm. These off-farm jobs are limited in the rural economy. So poor families supplement their incomes by relying directly on “free” natural goods; they cut and sell firewood, catch crabs and fish, pan for gold, mine jade, gather bark and medicinal plants to sell. These natural resources are being depleted quickly by increased pressure from both a growing, needy population and from more powerful, unregulated groups who extract those same resources but on a larger scale. Government has recognised some of these problems and legislation exists on banning slash-and-burn cultivation and promoting community forestry.  As yet, there is no investment in alternative livelihoods for shifting cultivators, who comprise half of CDRT households, while knowledge about community forestry possibilities and procedures is limited.

This "mining" of the natural resource base increases the probability of natural disasters. For example, catchment areas of the country’s major rivers, e.g. the Chindwin and Bago, have already become denuded of forest cover, which contributes to more violent and prolonged flooding of farm communities downstream. Severe landslides and soil erosion is occurring in upland communities where there has been extensive cultivation, fuel woodcutting and indiscriminate logging.  In coastal areas, fishermen complain of declining fish stocks, the result of over-fishing and deterioration of the habitat. According to a rural energy study based on calculations from a World Bank Energy Sector Study from 1992, there is a large and growing fuel wood deficit in Myanmar that is being met by ongoing reductions in forested areas. (It is estimated that 80-90 percent of the population uses fuel wood or biomass for cooking because of the lack of alternative fuels.) During the Mission’s field visits, many villagers complained of lack of fuel wood: villagers were spending more time and travelling greater distances each year to collect fuel wood for cooking.

In summary, millions of rural households in Myanmar face both inadequate and unstable incomes and deteriorating environmental conditions. The situation is made worse by price inflation, now estimated at 35 percent annually. With the average household spending at least 70 percent of its income on food (according to the 1997 Household Income and Expenditure Survey), frequent rises in prices of essential goods only serves to deepen poverty and food insecurity in the country. 2004 will be critical for rice prices and harvests, as the country has just experienced the heaviest monsoons and flooding in decades. Much damage has been reported to the key staple crops of rice and sesame, which will result in production shortfalls and even higher food prices for poor and vulnerable families.
5
HDI-IV Programme: The General Approach

While the core of this report focuses on findings and recommendations on the six constituent projects of HDI-IV, the Mission presents some overall findings on the general approach and progress of the entire programme:

5.1
Financial and Physical Targets
During 2003, financial expenditures were close to the approved budget. Some under-expenditures occurred in the ICDP project, because of the late approval of this new project and the time required to recruit staff, orient staff and villagers to the new approaches and begin work in the field. The Living Conditions Assessment project also had low delivery because of delays in securing necessary Government endorsement for the project. Some funds from HDI-III were carried forward into 2003. During the first six months of 2004, HDI-IV projects spent 40 percent of the approved budget for the year. The most significant under-expenditures occurred in ICDP, which has experienced some difficulties in spending funds available for livelihood work (see Section 6.1), and the Micro-finance project. In general, expenditure against budget is satisfactory under HDI-IV. The programme has done equally well in meeting the physical targets (numbers of schools rehabilitated, etc.) specified in considerable detail in the project documents and annual budgets. While physical progress is good, the Mission is concerned that HDI reporting systems over-emphasise the meeting of physical targets. Project staff are under constant pressure to meet these targets, with the result that they are spending too little time on the more important (and demanding) tasks of organising poor communities effectively, developing sustainable livelihood approaches, and learning from project experiences. The Mission became acutely aware of the pressures placed on project staff by the current reporting systems and the "tyranny of the delivery targets".

5.2
Other Assessments
Over the last year, there have been a number of assessments of parts of the HDI-IV programme. These have included:

i) An Outcome Evaluation sponsored by UNDP and UNDESA of "Community-Driven Participatory Development Management in Myanmar".

ii) A review of the three micro-finance sub-projects, conducted by Mark Flaming, an external consultant.

iii) A review of the institutional maturity of some Self-Reliance Groups, conducted by MYRADA, an Indian NGO.

iv) The initiation of an impact evaluation of the micro-finance sub-project in Delta, being conducted by EDA Rural Systems, another Indian NGO.

v) Several field visits by donor agencies, including the UK's Department for International Development, the Swedish International Development Agency and the Japanese International Cooperation Agency.

The Mission has reviewed these assessments and has incorporated their conclusions, where appropriate, in its own findings. In general, all these assessments have been strongly supportive of HDI-IV. They have also been in accord with the conclusions of the 2003 Assessment Mission.

5.3
Identifying the Poor
The 2003 Assessment Mission examined the procedures of the two large Community Development projects (ICDP and CDRT) for identifying and targeting the poor. The current Mission confirms that the sophisticated procedures in place are successful in this objective. As a result, the Mission concludes that HDI-IV is better focused on the target group of the rural poor than earlier phases, both in design and implementation. For example, the direct beneficiaries of the micro-finance operation and the self-help groups are almost exclusively women. It is evident that the target groups selected through the HDI process are extremely poor and fully merit UNDP assistance. In the case of the Micro-finance project, serious efforts are also made to identify the poorer producers and traders. The nature of effective micro-finance means, however, that the acutely poor can only be assisted in larger villages with relatively good access and dynamic local economies. In other villages, the project is having a positive impact on the poor, but is generally unable to reach the poorest segments of the population.

5.4
Programme Priorities
During 2003, UNDP and project staff determined that the highest priority for the truly poor was to increase their incomes. With higher levels of income, the truly poor are better able to feed their families throughout the year without resorting to borrowing, to educate their children and afford health care. The first full year of HDI-IV has served to confirm this priority. Overall, the programme is making steady progress towards a greater emphasis than in previous phases on sustainable livelihoods, particularly through the savings and credit activities of the Self-Reliance Groups and the Micro-finance project. It is clear to the Mission, however, that more remains to be done in shifting the priority from social infrastructure to livelihoods. This is especially true in ICDP, which had difficulty in spending funds available for micro-projects in livelihood support and in directing project staff toward the new priority. The Mission believes that opportunities exist to make major progress on livelihood improvement for the truly poor.

5.5
Community Organisation
HDI-IV has been designed with the Self-Reliance Groups (SRG) as the key mechanism for community organisation. The 2003 Assessment Mission noted that, "It is persuaded that the SRG approach has been highly successful…in promoting empowerment of the poor and income and gender equity". The experience of the last year has bolstered this conclusion. In general, the SRG approach can be seen as an appropriate and successful way to reach poor women in rural Myanmar, to organise them, and to provide them with confidence, some skills and limited access to capital. There remain two concerns. The first is the longer-term sustainability of the SRGs, especially since the MYRADA model (from which the SRG approach is derived) is not fully appropriate to conditions in Myanmar. The second concern is that UNDP had originally planned to provide a small capital grant to each SRG in order to increase the capital available to members for borrowing. Experience has shown that these small capital grants, if provided prematurely after SRG formation, can strain the discipline being built up in the groups. Yet without a capital injection from the programme, the SRGs are restricted only to their own savings in terms of what can be borrowed for productive purposes. This constrains the impact on poverty. 

5.6
Programme Integrity
HDI-IV comprises six separate projects each directed towards the overall goal of having a positive impact on the rural poor in Myanmar. The three big projects (ICDP, CDRT and Micro-finance) are concentrated in 24 Townships, while the other three projects have a national focus. This raises the question of the extent of mutual reinforcement and complementarity between the individual projects in pursuit of the overall goal. The Mission concludes that the design and implementing mechanisms of HDI-IV have led to greater programme integrity and cohesion compared to earlier phases. In HDI-IV, there has been a marked reduction in the number of implementing agencies, combined with increased use of the DEX (direct execution) mechanism by UNDP. As a result, the Country Office is more involved in the direction of the projects, and can ensure greater coherence and learning between projects. In earlier phases, individual projects sometimes worked at cross-purposes, with confusion being manifested in villages. Much of this confusion is avoided in HDI-IV as a result of more frequent meetings between UNDP and project staff on intersections between the projects.

While there has been considerable progress in programme integrity in HDI-IV, the Mission notes three remaining areas of concern that are taken up in more detail in later sections. Firstly, there is need for the HIV/AIDS project to establish greater linkages and synergy with the Community Development projects in light of the growing threat of HIV/AIDS in those project areas. Secondly, there also needs to be more effective interface between the two Community Development projects and the Micro-finance project. Finally, there is room for strengthening partnerships and synergies among the projects and between the projects and other potential partners. 

6
Assessment of Progress Made by Project

6.1
Integrated Community Development Project (ICDP)

ICDP is the largest and most complicated of the HDI-IV projects, alone comprising nearly 50 percent of the total programme budget. It is designed to draw together and integrate seven separate sectoral projects from earlier HDI phases. ICDP functions in some 2,310 villages across 11 Townships. Of these, 220 villages are new to HDI: these villages receive assistance in both social infrastructure and livelihood development. The other ICDP villages have benefited from investment under earlier phases of HDI. In those villages that had primarily received assistance for agriculture and natural resource management in earlier phases, ICDP concentrates on social infrastructure. Conversely, in those villages that had predominantly received social infrastructure help in earlier phases, ICDP focuses on livelihood development.

ICDP already has impressive achievements. At the time of the Assessment Mission, the project had been operational in the field only for just over a year. In that time, it has initiated activities in almost all of the 2,310 villages targeted for HDI-IV. 1,150 Self-Reliance Groups (SRGs) have already been established in Livelihood and New villages: the SRGs have average savings of nearly 40,000 kyats (approximately USD 40), and a large number already appear to be moving towards maturity. Many staff seem to be actively wrestling with the challenges posed by ICDP. The Assessment Mission was particularly impressed by many of the Community Development Facilitators (CDFs) it met. This is the lowest level of staff in ICDP. CDFs have to cover a large number of scattered villages with inadequate transport. They work very long hours for modest pay. Despite this, most CDFs appear to be actively involved in their villages and to be making solid progress in difficult circumstances.

After a little more than a year in the field, ICDP is facing a number of significant challenges:

6.1.1
Balance between Social Infrastructure and Livelihoods. ICDP has found it easier to spend money on Social Infrastructure (education, health, water and sanitation) than on Livelihoods. Of the $1.8 million spent for Micro-Project Proposals through June 2004, 80 percent has been devoted to Social Infrastructure. Yet the acutely poor in these villages appear to want income generating activities (livelihood support) as their highest priority. There are several reasons for this anomaly. Field staff feel pressure to meet annual spending targets, and it is easier and quicker to spend money on the construction and rehabilitation of social infrastructure facilities (which also meet the priorities of the slightly wealthier families in villages). The acutely poor generally do not own productive assets (especially land), and project staff have often avoided land and water development which tend to benefit primarily land owners. More than half of the HDI-IV villages have been designated as Social Infrastructure villages. The composition of the Sector and Township Specialists (project staff in Yangon and the Townships) is weighted in favour of social infrastructure, and is less strong in forestry, livestock and agriculture.

The Assessment Mission believes that ICDP should take steps to redress the imbalance that has occurred between Social Infrastructure and Livelihoods by accelerating work and expenditures on the latter. There are two reasons for this. Firstly, both field visits and experienced observers confirm that the priority of the acutely poor lies in livelihood development. Secondly, there appear to be unique opportunities arising in many HDI-IV areas to provide the acutely poor with access to land, and the Assessment Mission believes that ICDP should focus its resources to make use of these opportunities. Coincidentally, such a focus could also help to link the nascent SRGs to a livelihood approach). In Shan State, for example, villages and even groups within villages can now obtain access to forestry land, which could be used for fruit trees, livestock grazing and minor forest products. In the Dry Zone, there is a very large amount of fallow land that is no longer used, in the absence of funds for land and water conservation. And in many parts of the Delta, land prices are extremely low as agriculture has become unprofitable.

6.1.2
The Future of SRGs. The SRG approach appears to have considerable promise in the Livelihood villages of Delta and Shan. In the Dry Zone, their development has been constrained by the decision taken by UNDP not to form SRGs in villages in which the Micro-finance Project is active, with the result that Dry Zone has only 56 SRGs. The Assessment Mission is concerned that the Dry Zone is the poorest of the ICDP areas and that micro-finance often does not reach the truly poor: the virtual absence of SRGs in this area means that poor women often do not benefit directly from ICDP. Wherever they have been established, SRGs appear to be making considerable progress in building the confidence and competence of poor rural women and in giving them the discipline of saving as well as limited access to credit for both productive and consumption needs. Repayment rates on SRG loans have been impressively high.

While there is real evidence of progress among the SRGs, the Assessment Mission is concerned that ICDP does not have a clear strategy for their evolution. Key issues are:

i) How to increase the capital available to SRGs, so that they can make larger loans to members for productive purposes? The MYRADA model from India solves this problem by aggregating SRGs to enable them to access loans from the rural banking system. This option is not available in Myanmar, since the rural banking system is ineffective. As a substitute, ICDP (and CDRT) have considered making small capital grants to SRGs (probably on a matching basis) once the SRGs reach a certain level of maturity. But initial efforts have threatened the discipline of the groups.

ii) How to use the participatory decision-making abilities of the SRGs to have a greater impact on decision processes at the village level? As the members of the SRGs gain in confidence and competence, these attributes should be used to improve decision-making at the village level, giving poor women a more effective say in the decisions that affect the village as a whole.

iii) How to link SRGs to broader processes of natural resource management and agricultural development in order to increase the range of income-generating opportunities available to SRG members? Almost all SRG members are women and landless. If they could be linked to the main driving forces of the rural economy, many would have better prospects of escaping from extreme poverty.

iv) The longer-term sustainability of SRGs -- an issue discussed in some detail in the 2003 Assessment Mission report, but still largely unresolved.

6.1.3
Impact Assessment. As with the rest of the HDI-IV programme, ICDP suffers from an almost complete absence of impact assessment, to determine more formally the overall impact on poverty of project investments as well as the most appropriate balance of elements within the project package. In regard to the latter point, the Assessment Mission is concerned that ICDP may be placing too much emphasis on school rehabilitation, despite the 2001 evaluation of the UNESCO project which questioned whether the rehabilitation of schools improved school performance (in terms of enrolment and retention rates and educational quality). The Mission is also concerned about ICDP's occasional tendency to gift to villagers large numbers of fuel efficient stoves and agricultural tools, rather than providing a few demonstration units and credit mechanisms to enable most of the truly poor to purchase those items they find useful.

6.1.4
Training in Villages. ICDP and CDRT have both invested large amounts of money and time in training a range of village workers -- providing skills in group management, health and education, and agriculture and veterinary extension workers. Anecdotal evidence from project staff suggests (plausibly) that trained village workers stay active when there is a financial incentive to do so. Auxiliary midwives, for example, normally receive some reward for their services. In some areas, village veterinary workers also receive payment for vaccinating livestock. These types of workers are said to have a much higher probability of staying active than village agricultural extension or heath workers, who receive no financial payment for providing advice to fellow villagers. Can ICDP put in place sustainable systems to ensure that the village workers it trains continue to use that training for the benefit of the poor?

6.1.5
Towards an Phase-out Strategy. With the HDI expansion planned into many new Townships, it is important for ICDP to plan its future strategy in the current 11 Townships. Most of the villages in these Townships have received some investment from HDI over a number of years. But there may need to be differentiation in the ICDP strategy in respect of Social Infrastructure villages and Livelihood villages (where the SRG approach has only been active for 12-15 months and is not yet mature). A separate strategy may well be needed for the new villages, where work has only begun in HDI-IV. Within the current phase, ICDP is also trying to determine how to handle some residual aspects of earlier phases, most particularly the large investments in revolving funds for community-based organisations (e.g. Farmers', Women's and Livestock Income Generating Groups) made under three FAO-managed projects. It is now evident that the great majority of these groups are not functioning effectively, though some or all of the revolving funds still lie in bank accounts. Finally, there is the vital question of sustaining the gains that have been made during HDI-IV.

6.2
Community Development in Remote Townships (CDRT)

The CDRT project’s target communities located in Rakhine, Chin and Kachin States are primarily characterized by physical remoteness and social, economic and cultural isolation. These areas are becoming increasingly fragile ecologically because of population growth and unsustainable practices in agriculture, forestry, mining and natural resources. During this phase, the project aims to 1) consolidate the gains made from prior HDI initiatives in developing human resources, natural resources and community infrastructure, 2) place more focus on food security and poverty reduction interventions, especially for poor women and the disadvantaged, and 3) to create more opportunities for employment and development in targeted villages and expand coverage through a model that is replicable to similar remote areas. Key features of the project include the formation of Self-Reliance Groups among the poorest women (for social mobilisation, empowerment, access to credit and savings, and training), income generation activities, and the creation of employment opportunities and assets at the village level. Highlights of progress made by the project include:

· The project has expanded to include 125 additional villages and a total of 423 villages in 13 townships.

· A participatory, "bottom-up" planning process is becoming more widely accepted, promoting decentralised decision-making at the Township level.

· The project has set up a Community Infrastructure Development Grant Fund through which target villages have built much-needed, small-scale infrastructure at a cost of USD 4,000 per village.

· A total of 1,804 Self-Reliance Groups of poor women have been formed, covering 25,524 households. These groups have been able to encourage savings and internal lending among group members. 

· In particular, the SRGs have provided poor and disadvantaged women with valuable support networks. For example, in Kachin State, women have been disproportionately hurt by negative developments and there appears to be a growing number of female-headed households. The Self-Reliance groups have successfully mobilized the poorest women in villages (women comprise close to 100 percent of SRG membership) and provided them with training and skills development as a platform for tackling their needs.

· In promoting improved livelihoods for the poor, CDRT has helped to develop 3000 acres of land, small-scale irrigation on 6500 acres, winter cropping on 3000 acres, sustainable upland agricultural practices, orchards and vegetable growing, treadle pumps, improved livestock breeds, trade and off-farm employment.

· The project has adopted a more systematic approach to training, including a course of 24 modules in health education and 12 modules each for agricultural extension and veterinary workers.

· While CDRT has made more progress than ICDP in addressing livelihoods issues, it otherwise faces similar questions as outlined in 6.1 above. In regard to Impact Assessment, CDRT has had the longest track record with SRGs and reliable data on SRG members, i.e. their relative wealth ranking and repayment performance should be readily available to measure the SRGs’ economic impact on members. Apart from the SRGs, the impact and cost-effectiveness of livelihoods/natural resource/agricultural interventions should also be measured and compared, before they are replicated in other areas. The project has been able to pilot, under fairly restrictive conditions, promising interventions to develop significant assets for the poor, an example of which is the reclaiming of waste/fallow lands and redistributing them to the landless poor who are capable of farming. These kinds of interventions should be rigorously analysed for their cost-effectiveness and impact.
6.3
Sustainable Micro-finance to Improve the Livelihoods of the Poor

This project has been in operation for seven years, working through three micro-finance organisations to provide credit and savings services. Achievements include:

· The project serves over 100,000 active clients in 1,974 villages in 11 townships, with an outstanding portfolio of USD 3.5 million. The average loan size is USD 32.

· The project has been the chief pioneer of micro-finance operations in Myanmar and has shown that the rural poor of Myanmar are bankable; that credit for various small-scale income-generating activities in villages, including trading, can be financially viable and can be taken up by banks (provided banks have the means to reach rural people.)  In 2004, all three micro-finance operations are generating 70-80 percent of the income required to cover direct financial and operational costs, including adjustment for inflation.

· More importantly, the micro-finance operations have shown that positive real interest rates (i.e. higher than inflation rates) can be charged and that repayment performance can be high. The cumulative overall repayment rate as of August 2004 was 98 percent.  The operations have shown that giving away very cheap credit and charging low, negative real interest rates is not a sustainable option for banks, nor for the rural poor. The poor needs reliable, on-going sources of credit. 

· The project has demonstrated a savings and credit enterprise model that can be easily replicated and institutionalised. Direct administrative expenses, at 8-12 percent of assets, are "impressively low" given the small size of portfolios and the daunting logistical challenges.

An institutional assessment of the micro-finance operations was conducted in July 2004. The Assessment Mission met the project consultant to discuss the challenges faced in moving the operations towards institutional sustainability and autonomy:

6.3.1 
Financial sustainability. Because of annual inflation averaging 35 percent, the real value of the micro-finance operations’ capital fund is eroding each year and there has been a negative return on assets in real terms. (To assess the financial soundness of micro-finance operations, an estimated current rate of inflation of 35 percent was applied by the project, in the absence of official inflation figures.) In 2004, the adjusted rate of return on assets was between -8.7 and -12.8 percent. At this rate, the micro-finance operations must improve their profitability if they are to be sustainable and function as autonomous financial institutions. 
In addition, the Micro-finance project absorbs the costs of the international implementing partners and UNOPS execution and oversight. These costs vary widely between regions -- from 10 percent in the Delta to 28 percent in the Shan State -- largely because of the differing approaches of implementing partners in their particular locales. These costs have not been included in the financial statements of the three micro-finance operations, mainly because it is assumed that they could be dramatically reduced if the operations were to be institutionalised.

6.3.2 Sources of Funding. Because they have no legal status, the three micro-finance operations have no access to capital markets to increase their loan activities. Their funding is dependent on i) retained earnings, which are high and unable to keep up with the combination of inflation, and administrative and financial expenses; ii) savings, which are growing from a small base, but may not be a stable funding source because of the negative real rates of interest paid; and iii) equity donated by UNDP. With inflation at the current high rates, the micro-finance operations need capital injections from UNDP just to maintain the real value of their loan portfolios. Any expansion, geographical or to increase the range loan products, is entirely dependent on fresh capital injections from UNDP. This situation is unavoidable until such time as the micro-finance operations can gain formal legal status and access to capital markets.

6.3.3 Expansion. The Country Office currently has plans to expand the current micro-finance operations to 11 new adjacent Townships in the Delta and Dry Zone, to provide financial services to greater numbers of Myanmar’s poor. The Assessment Mission is recommending that consideration be given to piloting operations in new, peri-urban areas, in addition to expansion into new adjacent townships. It is very likely that micro-finance could be successful in such areas (more than the SRG model), since the population density and access to markets of these peri-urban areas are suited for successful micro-finance operations. Consideration should also be given to expanding vertically, by offering new loan products such as agricultural/seasonal loans in order to stimulate agricultural production by small farmers. The micro-finance terms should try to be more relevant to the rural economy. For example, in the Dry Zone, current requirements for borrowers to repay bi-weekly works when the loans are used for petty trading, small food processing or manufacturing enterprises. However, much of Myanmar’s rural economy is driven by agricultural and livestock raising activities, in which case the weekly or bi-weekly payments are quite inappropriate (even if they are only payments on the interest alone). This complaint emerged frequently on the Mission’s field visits. The Mission recommends that the project pilot and introduce crop loans that involve one payment at the end of the crop/livestock cycle.

6.3.4
Operational and Management Sustainability. According to the project’s recent Institutional Assessment, the micro-finance operations have reached significant levels of volume that require a computerized accounting and management information system (MIS). Without such computerization, staff efficiency and ability to expand operations will be severely jeopardized. It is also recommended that accounting procedures regarding portfolio classification, loan provisioning, write-offs, equity accounts and etc. be harmonized across the three operations, to permit comparative analysis of their performance. Internal control systems should be developed that are separate from normal operations and staff. In terms of management sustainability, the micro-finance operations have benefited over the years from critical management support from the UNDP, UNOPS program administration and international implementing partners, and have consequently not fully developed the local management capacity to assume responsibilities outside of day-to-day operations. Another management concern is that in the absence of a permanent governing board, the micro-finance operations are vulnerable to turnover in the top-level management positions. Finally, a cloud of uncertainty exists over the timetable and future institutional structure of the micro-finance organisations; if not resolved in the near future, this uncertainty can create added problems of lowering staff morale as there will be limited scope for growth and expansion.

6.3.5
Impact Assessment. The monitoring of performance indicators across the three operations needs to be improved and systematised by developing more clear and precise indicators, by tracking year-to-date or cumulative performance, and by tracking trends and the driving factors of the trends. Regular customer surveys should also be built in to monitor the operation’s responsiveness to target customer needs. The team in the Delta has apparently done this. In general, the project has not measured the economic impact of the micro-finance operations on target groups. The first impact assessment was recently carried out in August 2004, again, for the operations in the Delta. The project should conduct such impact assessments in the Dry Zone and Shan State as well.

6.3.6
Interface between Micro-Finance and Self-Reliance Groups. The relationship between micro-finance and the community development projects needs to be strengthened. The earlier presence of micro-finance and the agreement not to have micro-finance and SRGs operating in the same village has meant that SRG growth has been constrained, particularly in the Dry Zone where the SRG approach might be quite appropriate. For the less economically active and very poor strata of a village and for villages in remote areas that don’t have access to markets, the role of micro-finance is definitely limited and likely inappropriate. In such areas, the SRG approach to savings and lending should be considered. The intention to explore complementarity between the micro-finance and ICDP projects through piloting has not been implemented, with the result that the potential to establish a “credit ladder” for the poor is still untested. Another type of synergy to explore through piloting could be a more systematic approach that combines micro-finance clients as part of ICDP’s livelihood skills training of villagers. Micro-finance clients could benefit greatly from receiving complementary inputs of both finance and skills training. The Mission recommends that UNDP set up pilot projects in areas where SRGs are well established to explore these synergies of a credit ladder and complementary skills training of clients.

6.4
The HIV/AIDS Project

UNDP was one of the first international organisations to recognise the threat of HIV/AIDS in Myanmar. The inclusion of an HIV/AIDS project in early phases of HDI was important and prescient in providing assistance to the National AIDS Programme and to community-based organisations working on awareness prevention and caring for those with the disease. It is now evident that HIV/AIDS is widespread in the country (though there is still great debate on the numbers affected) and that it is causing enormous damage to a large number of poor families.

UNDP deserves considerable credit for having recognised the threat at an early stage and for having initiated work to limit the danger and raise awareness about it. In the circumstances prevailing in Myanmar in the mid-'90s, it is understandable that the UNDP project that evolved was a mixture of efforts to try to tackle the heart-rending impact of HIV/AIDS on a growing number of families. By 2004, however, the situation has changed markedly. A combination of the Global Fund for HIV/AIDS, Tuberculosis and Malaria (which has committed $98.5 million over five years to the country), the Fund for HIV/AIDS in Myanmar (supported by several bilateral donors) and international NGOs now provides a substantial volume of international assistance to the country. Indeed, the annual amount of aid for HIV/AIDS may be four times the amount provided to tackle poverty: the Assessment Mission believes that the international community may wish to reconsider its priorities given the extent and severity of poverty in Myanmar.

The changed situation with regard to international assistance for HIV/AIDS has caused UNDP to begin to reconsider the comparative advantage of its HDI-IV project. Decisions have been taken to refocus the project to phase out gradually the high-cost elements (e.g. testing equipment, test kits and social marketing of condoms) and to place greater emphasis on strengthening the capabilities of community-based organisations (CBOs) to work on awareness, prevention and caring for families affected by HIV/AIDS. The Assessment Mission visited two of the CBOs receiving significant support from the HIV/AIDS Project under HDI-IV. It was impressed by the commitment and dedication demonstrated by these CBOs in the face of daunting challenges.

At the same time, however, the Assessment Mission expressed concerned about several important aspects of this project:

1) There is no clear strategy for the project, defining UNDP's comparative advantage in the presence of so many other international actors and linking the elements of the project together. The handful of CBOs and other activities (training, manuals and guidelines for CBOs; education materials for young people, etc.) being supported by the project are scattered geographically and thematically, and are not linked to other HDI projects, though there have been some efforts to explore linkages with CDRT.

2) The activities being supported by UNDP are largely dependent on that funding, and too little attention is being paid to sustainability or linking the activities to alternative sources of funding. UNDP funding is committed on an annual basis. Once funding to the CBOs ends, they have few alternatives but to stop their UNDP-funded activities: this has happened in numerous cases.

3) While project staff have technical skills to contribute to the improvement of CBO projects, they do not appear to have the capability to contribute towards the institutional strengthening of the CBOs being supported. This adds to CBO vulnerability once funding from UNDP ends.

4) As in other HDI-IV projects, the HIV/AIDS Project has undertaken no impact assessment. The Assessment Mission would comment that, with high drop-out rates among community volunteers and peer educators and with small numbers of families being cared for, at least one of the CBOs visited seemed to be providing limited services at high cost.

5)
Other international actors in HIV/AIDS in Myanmar state that they are largely unaware of the rationale underlying the UNDP project or its details.

6.5
Agriculture Sector Review

The Sector Review is a project whose goal is to identify issues and define investment needs to stimulate broad-based agricultural growth, for use by the Government and other stakeholders. Progress highlights include: 
· The Review team conducted an 18-month in-depth study to understand the critical factors affecting pro-poor agricultural growth. The study made recommendations for improving the technology and resource base, the enabling environment, the quality of support services, the effectiveness and respective potential roles of public and private sector institutions, public expenditures on agriculture, physical infrastructure, and human and social capital. The Review team also formulated options, strategies and action plans for a basic framework for future investment in agriculture.

· The Review was completed in early 2004. Results of the study were presented to the Ministry of Agriculture and have been well received. (Section 4 presents some findings from the Review on the current situation of smallholder agriculture and rural poverty.) Workshops were held in March 2004 to disseminate and discuss findings; these seminars were well attended and appreciated by mid-level representatives from a broad range of relevant ministries and departments. 

6.5.1
Follow-up of Pro-poor Agricultural Policies. The Review highlighted the state of the agriculture sector in Myanmar and recognised its direct role in raising real incomes of the rural poor and thus reducing poverty. The Review also highlighted that growth in Myanmar’s agriculture has been disappointing in recent decades, contributing to declining incomes and increasing poverty in rural areas. The challenge now remains to encourage adoption of the pro-poor policies highlighted by the Review, such as: moving away from a centrally-directed to a farmer-oriented crop production approach; liberalizing export markets for crops; and providing adequate lending for farmers. It would be important for UNDP to follow up on key pro-poor policy concerns brought out by the Review. The absence of such follow-up and on-going dialogue with the appropriate authorities puts into question the real value and effectiveness of such a review. The Mission regards active follow-up as essential.

6.6
Integrated Household Living Conditions Assessment (IHLCA) Project

This nationwide survey of poverty is long overdue and welcomed by many development partners, including donors, NGOs and UN agencies. Work began in September 2003 and the following progress has been made; a qualitative survey involving 224 focus group discussions in 14 States and Divisions has been completed; a pilot quantitative survey of 200 households has also been completed; 1200 enumerators and their supervisors have been trained; and a sampling plan for the quantitative survey has been designed to incorporate 19,800 households in all 61 Districts of the country. 

The project is being planned in a participatory and transparent manner to ensure a degree of consensus and acceptance of the survey. Key partners (technical ministries, UN agencies and the World Bank) have been engaged from the beginning and their input has been sought on survey design, questionnaire content, etc. The final version of the questionnaire is now being circulated to these key groups for their input before the quantitative survey begins in November 2004. The project seems to have done a careful job of building in controls in their data collection and entry systems to ensure a level of accuracy and reliability. 

6.6.1 
Challenge of Policy Engagement. The project is breaking new ground by bringing together various government ministries and departments to work on the survey. In the initial stages, the collaboration with ministries was weak. However, progress has recently been made by the creation of a technical committee that more actively involves the ministries by tapping their areas of expertise. There is always the risk that the survey results will not lead to further policy reforms to benefit the poor. To mitigate this risk, the project is building collaboration and ownership by ministries and international development partners. It is also strengthening the government’s “ownership” of the survey; the project is being executed by UNDP, UNOPS, and IDEA International (Canada) in collaboration with the Ministry of National Planning and Economic Development. The project is building the necessary technical capacities to undertake poverty monitoring and awareness of poverty issues in the world and region, to develop acceptance of such survey instruments to monitor poverty. 

7
Key Challenges and Recommendations

This section summarises the key challenges currently facing HDI, derived from the assessment of the individual projects, and makes recommendations designed to improve further the impact of the programme and its constituent projects on the welfare of the poor in Myanmar.

7.1
Primary Focus on Improving Incomes and Livelihoods

The available evidence plus discussions with villagers and project staff strongly suggest that the highest priority for the acutely poor is improving their incomes and livelihoods. The majority of the acutely poor in rural Myanmar are landless and have few skills. But the Assessment Mission is also concerned that many small and marginal farmers are acutely poor in those areas where agriculture is unproductive, because of a combination of low yields, low output prices and the absence of affordable rural credit. In areas such as the Dry Zone and Delta, many small farmers appear to be selling land or leaving their lands fallow while they migrate for seasonal work.

HDI-IV has experienced some difficulties in evolving a clear strategy to give priority to the improvement of incomes and livelihoods for the poor. It is easier and quicker to spend money on social infrastructure projects. The main mechanisms for promoting incomes and livelihoods are access to credit (through the Micro-finance Project and SRGs), training of village agricultural extension and veterinary workers, limited funds for land and water development, and the provision of agricultural tools for landless labourers. The Assessment Mission considers that HDI-IV should attach even higher priority to the improvement of incomes and livelihoods in order to enhance its impact on the truly poor, and recommends: 

7.1.1
The Country Office should issue a policy statement supporting the goal of devoting a larger proportion of HDI-IV funds and staff time to livelihood improvement for the acutely poor. It should also organise training for all project staff to support this goal, and particularly for the Sector Specialists in Yangon (who should also be encouraged to spend more time in villages) and for the Township Specialists.

7.1.2
ICDP, CDRT and the Micro-finance Project should systematically examine the impact of their interventions on the incomes of the acutely poor, and should codify the most effective and cost-effective practices. These best practices should then be disseminated to all HDI staff and to villagers. Particular attention should be paid to the impact of training conducted by the projects and to the incentives needed for trained village workers to remain active in assisting the poor to increase their incomes: the Assessment Mission believes more training in basic business planning and practices may be required for SRGs and the recipients of micro-finance loans.

7.1.3
ICDP and CDRT should develop a strategic approach towards the opportunities emerging for sustainable and productive natural resource management that can directly impact the poor. The Assessment Mission heard that perhaps half of the villages in the Shan State can now access forest land for fruit trees, livestock grazing and minor forest projects; that villagers in Kachin and Chin can now register traditional lands (and can claim compensation for lands taken over by outsiders); that there are vast areas of land in Dry Zone that are being left uncultivated for lack of investment in land development; and that community forestry is now possible in many parts of Myanmar. Taken together, these present enormous and challenging opportunities to provide the poor with greater access to land and to stimulate rural employment. HDI-IV needs a strategy to assist villagers to gain access to these opportunities, and to support them with technical assistance and loans. The Mission was pleased to note that the Country Office is planning consultancies to explore some of these opportunities. 

7.1.4
ICDP, CDRT and Micro-finance also need a complementary strategy to stimulate agricultural production in those areas where agriculture is currently unproductive for many small farmers, because of low yields and lack of investment in inputs and land and water development. Agriculture is the main driving force of the rural economy. If the decline in agricultural production in many parts of the Dry Zone and Delta can be reversed, it would prevent many small and marginal farmers from selling land, provide more jobs for landless labourers, and generally stimulate the local economy to provide additional income-generating opportunities. Key inputs from HDI-IV are likely to be additional credit facilities for agricultural inputs and for land and water development, combined with more emphasis on appropriate agricultural training.

7.1.5
The Mission would also recommend that HDI-IV take a more systematic approach to drawing in the private sector to assist in its rural development efforts. There have been some efforts to involve the private sector in input supply and output marketing, but these have been scattered and limited to particular situations. UNDP, with its scale, could be highly influential in involving businesses to make input supply and marketing more sustainable and efficient.

7.2
The Future of Self-Reliance Groups

SRGs appear to be an effective way to organise acutely poor rural women, to give them confidence and some additional skills, and to provide them with limited opportunities for credit to meet production and consumption needs. The SRG approach shows promise for both tackling rural poverty and improving local governance in rural Myanmar. At the same time, they are fragile and nascent institutions, generally not yet ready to stand on their own feet without support. While the SRGs are organised on different principles from the community organisations fostered in previous HDI phases (e.g. the Farmers' and Women's Income Generating Groups), the Assessment Mission is struck by the small percentage of those community organisations that appear to be still functioning. This emphasizes the fragility of community organisations for the rural poor in Myanmar.

The conceptual basis for the SRG approach is the MYRADA model from India. In that model, the issue of continuing support for SRGs to enable them to take on new functions and grow is addressed by the creation of federations of SRGs, primarily aimed at giving the SRGs access to additional credit from the rural banking system. In Myanmar, this solution is not appropriate, both because the rural banking system barely functions and because there is no acceptable legal framework to provide a formal status to federations of community groups. Thus, the question of the sustainability of SRGs and enabling them to take on new productive functions requires a different approach that is fitted to local needs and opportunities. The Assessment Mission regards the sustainable future of SRGs as one of the most important challenges facing HDI. It recommends an experimental approach, carefully monitored, that would probably include:

7.2.1
Despite the imperative to move staff and funds to the new expansion Townships, the Mission recommends that work continue in the 24 current Townships for one more phase of HDI (i.e. another three years beyond 2005) to evolve a sustainable model of community organisation for rural Myanmar, based on the SRGs and support networks. The Mission considers this important not only to maintain the progress made in these Townships, but also to explore ways to improve local governance.

7.2.2
ICDP and CDRT should test ways to enable the SRGs to begin to play a role in decisions that affect villages as a whole. A first step would be to encourage several mature SRGs in a village to begin to meet informally to discuss village-wide issues.

7.2.3
Probably the most exciting challenge for the SRGs is the potential to involve them in natural resource management issues that will help to provide poor women with access to land and also to protect against environmental degradation. The most immediate opportunity exists in regard to community use of forest land in the Shan State: the Mission was told that the Forestry Department has agreed that groups within villages may gain access to forest land. This would appear to give SRGs the opportunity to start a variety of productive enterprises. Experimentation would need to be supported by active technical assistance and monitoring from the project. Successful tests could lead to extension of this concept to other States/Divisions. ICDP and CDRT should also explore the involvement of SRGs in the other natural resource management opportunities noted in Section 7.1, e.g. land registration in Kachin and Chin and soil and water conservation for unused lands in the Dry Zone.

7.2.4
The question of ensuring access by SRGs to adequate credit for productive purposes is vexing. At the present time, the SRGs can only use their limited (though growing) savings to make loans to group members. As members gain experience with credit and develop new business opportunities, they will require access to credit in amounts that exceed the group savings. ICDP and CDRT should experiment with ways to address this issue, which might include involvement of the Micro-finance Project in loans to successful SRG members, loans from the projects to the SRGs, or further testing of small matching grants to mature SRGs (despite the problems that have been encountered to date).

7.2.5
The 2003 Assessment Mission report set out some possibilities for the evolution of local support systems for the SRGs. Given the challenges of the last year, and particularly the expansion plan, it is understandable that HDI has been unable to make progress in testing possible local support systems. Nevertheless, these are vital to the longer-term sustainability of SRGs and to an effective HDI exit strategy. This Mission would urge a consistent effort to address the issue in the coming year.

7.3
A Voice for the Poor

The Mission is concerned that UNDP, in line with its mandate cannot be more pro-active in representing the concerns of the rural poor at the national level and in encouraging policy changes that would benefit the target groups. While the HDI project activities at the grassroots level are desirable and productive, there are some inherent limitations due to distorted macro-level policies. The country’s financial system remains repressed, inflation is high, farmers do not have adequate credit, the exchange rate system remains fragmented, and farmers do not have access to world markets. All of this means the chances for pro-poor growth to occur are low. The progress made at the grassroots level will not be able to link up with a growing national economy, and can ultimately be constrained (as seen by some of the more mature HDI projects such as the Micro-finance operations.)

UNDP has ten years of experience in working with the poor in Myanmar. It has accumulated much knowledge on the primary concerns of the poor and the constraints they face. This is being supplemented by national studies of pro-poor policies -- the Agriculture Sector Review and Living Conditions Assessment. This combined knowledge base gives UNDP a unique opportunity to serve as a "voice for the poor" to represent the concerns of the poor to Government at all levels and to press for improved policies and practices to benefit the poor. UNDP staff clearly recognise the importance of engagement with Government on these issues, but feel constrained in moving forward within the parameters of the mandate (Section 3 above). Because active engagement could benefit very large numbers of poor people in Myanmar, the Mission recommends:

7.3.1
UNDP should actively advocate at the national level on the impact and benefits of pro-poor policies in fields in which it has developed expertise. Examples include: i) pro-poor policies for the agriculture sector; ii) an enabling policy framework for the institutionalisation of micro-finance programmes; and iii) policy recommendations that emerge from the Living Conditions Assessment. Wherever possible in its efforts at policy engagement, UNDP should join forces with development partners with knowledge and capacity in the relevant issues, e.g. the nascent Working Group on Micro-finance and donor agencies which have studied the agricultural sector.

7.3.2
UNDP can be a voice for the poor in more operational and pragmatic ways at the local Township level. The Assessment Mission was particularly struck by the opportunities for villagers to retain or gain access to land: examples are noted in 7.3.1 above. In most instances, however, the villagers are unaware of these possibilities or are unfamiliar with official procedures for accessing such assets. Township authorities generally lack the manpower and funds to help villagers access these assets. The Mission would recommend that staff of ICDP and CDRT become pro-active in identifying opportunities of this kind; in making villagers fully aware of the assets available to them; in helping villagers deal with Township authorities and procedures; and in providing complementarity inputs (training and funds) to make full use of the opportunities. The Mission further recommends that HDI research and analyse such investments as community forests (their costs and benefits), and find ways to replicate them if they are particularly promising.

7.3.3
Being a “voice for the poor” also means that the UNDP should take on a “reporting” role, in terms of keeping donors and the international community abreast of the humanitarian situation in the country.  It is very important to track trends and key indicators that impact the poor, such as rice prices, crop yields, wage rates, fuel wood prices and etc. and to provide analysis of current poverty conditions to the larger international community. The Mission recommends that the Country Office begin tracking and conducting analysis of such key indicators, perhaps its Policy and Planning Unit. In tracking such key indicators, data should be included from non-HDI townships as well. To keep a pulse on the humanitarian situation, the HDI project staff will need to trained/oriented to do on-going need identification in communities, rather than following a pre-set programme delivery format. The Mission observed that HDI’s Community Development Facilitators, the “front-line” staff, appeared most in touch with the needs in the villages. However, some of the Township Coordinators appeared so administratively bound to the Township offices that they were not aware of broader trends and developments in their areas.

7.4
Documenting Impact and Best Practices

The previous HDI Assessment Mission 2003 Report noted that several aspects of Monitoring and Evaluation needed further strengthening to document the performance and impact of the HDI projects. The Mission continues to find this pressing need for impact monitoring and evaluation as current HDI systems of monitoring and assessment fail to focus on how poor people benefit. Feedback and learning are essential to successful development interventions, and UNDP must ensure that impact evaluation happens effectively. Reliable evaluations will also give donors and advocates more reason to lobby for increased aid to tackle poverty in Myanmar.

There is scant documented evidence that the myriad projects have made real differences in the lives of the poor. The Mission believes that some HDI projects are finely tracking numbers and data that are not particularly relevant to the real impact that matters. It is not enough to know the number of schools built or the number of micro-finance loans provided. The HDI must measure whether the millions of dollars in investments actually help the poor live more prosperous lives. In particular, any claims to the success of an investment should be backed by precise and rigorous data, particularly where there are a number of alternative investments involved. The cost-effectiveness of interventions should be measured and compared, and prospects for long-term sustainability of the various interventions should be analysed. The Mission recommends that every effort be made to measure and document the impacts and cost-effectiveness of the various interventions and approaches being taken by the HDI, prior to further expansion and replication of activities.

7.4.1
It is important to avoid placing the burden for simple impact assessment on already over-worked field staff. HDI must urgently look for simple but systematic ways to address the challenge. These will probably include: a) regular visits to villages to assess progress against original PRA information or baseline information (as done in Ka Shee village in Kachin; b) undertaking a series of village case studies, using both recall and comparison with non-programme villages; and c) assessing the cost-effectiveness of particular project interventions to determine which have most potential for the future. Much of this work could be done quickly by hiring and training students. The HDI has had a long history of operations and reliable data should be readily available to measure the programme’s impact on beneficiaries. 

7.4.2
HDI in previous phases, has piloted numerous technical and program activities that seem to be promising, such as projects to reclaim waste/fallow land and re-distribute it to the landless. In project areas, extensive building of contour bunds, small check dams, community woodlots and other soil and water conservation measures have also resulted in locally improved water levels and soil productivity. These initiatives need to be well-documented so they are not lost; they should be rigorously analysed (through technical, financial, economic cost-benefit analysis with realistic numbers). The goal is to have in place efficient and equitable procedures to reduce landlessness. If and when larger amounts of aid were available, these kinds of initiatives could be scaled up, and funds can be absorbed or used more productively on these best practices that have been documented.

7.5
Institutionalisation of Micro-finance Operations

During this mature phase of the Micro-finance project, the main goal is to help the three micro-finance operations achieve greater autonomy and institutional and financial sustainability. There is a sense of urgency for moving towards this goal, because of: a) the need to identify and access other sources of funding beyond UNDP grants to expand the capital base, b) the more immediate need for sufficient capital to allow for geographic expansion, to offer larger loans for loyal and successful clients, to offer a broader menu of loan products and to hedge against inflation, and c) the need to maintain the morale of local staff and management.

It is clear that the current institutional structure of the micro-finance organisations (backed by UNDP, UNOPS and international implementing partners) is not a sustainable option for the long term. Such institutional dependence can be limiting in terms of funding and can hinder the process of institutionalisation, growth and governance. At the same time, the Country Office has not aggressively pursued legalisation/institutionalisation for the micro-finance operations as doing so calls for policy engagement with the Government and therefore possible misinterpretation of UNDP’s mandate. While geographic expansion and the injection of additional capital by UNDP may take the immediate pressure off the need to institutionalise, the process of institutionalisation should not be put off any longer, as it will take time and planning to achieve this goal. The Mission therefore recommends:

7.5.1
That the mandate be clarified to allow UNDP to make maximum progress in pursuing appropriate legalisation and institutionalisation of the micro-finance operations. It is further recommended that the three operations be brought under one legal entity, so as to avoid duplicating organisational development efforts. UNDP could usefully involve other micro-finance practitioners in this effort through the Micro-finance Working Group.

7.5.2
In considering expansion, a cautionary note is in order. As long as pressing needs for computerisation and improved financial and operational efficiency remain in the current operations, the Mission recommends that the project take on the challenge of significant expansion only after these current organisational needs have been met. If not, the micro-finance operations run the risk of adding greater organisational burdens on the existing operational system and human resources, jeopardising future progress.

7.5.3
To prepare for institutionalisation, the Micro-finance project should take steps to improve the financial sustainability of current operations through: i) reducing the 19-27 percent of assets currently held in short-term liquid investments, to raise the proportion of assets used for loans; ii) considering modest increases in interest rates as long as inflation remains high; iii) mobilising more savings through raising the real interest rates paid on savings; and iv) continuing to improve operational efficiency, since the rate of improvement in the ratio of administrative expenditures to assets is levelling off, despite the significant growth in assets.

7.6
HIV/AIDS

With the start-up of the Global Fund in Myanmar in 2004 and with the large number of international actors in the field of HIV/AIDS, the Assessment Mission believes that the original justification for UNDP involvement in this field is no longer compelling. However, the Mission is struck by the threat that HIV/AIDS poses in many rural areas in which HDI-IV is concentrating its efforts. In particular, Chin State is close to Manipur, the state with the highest prevalence of the virus in India. Similarly, Kachin State borders areas of Yunnan Province in China, where HIV/AIDS rates are also high. As HDI-IV moves into the eastern border regions of Myanmar, it will encounter more areas where HIV/AIDS is a major danger to the local population. And the Mission notes that HIV/AIDS is already present among fishermen and others in the Delta and in urban and peri-urban areas of Shan and Dry Zone. In these circumstances, and given UNDP's comparative advantage in the country in the organisation of communities and in capacity-building at the grassroots level, the Mission recommends:

7.6.1
The Country Office should undertake a fundamental re-design of the HIV/AIDS project to draw it into greater synergy with the rest of HDI-IV and give it a new goal of helping rural communities in those areas in which the other HDI projects are active to organise to tackle the dangers posed by the disease. The emphasis of the redesigned project would be working with community groups (e.g. SRGs) on increasing awareness of HIV/AIDS and on preventative measures. The project would also work with NGOs and local CBOs to test sustainable approaches to the care of HIV/AIDS patients and to improving the economic conditions of families affected by HIV/AIDS. Mechanisms should be put in place to assess the impact of the project on a regular basis.

7.6.2
The project should phase out as rapidly as possible from the provision of commodities (testing equipment and kits, condoms) to the National AIDS Programme and from the five CBOs being funded in 2004. In regard to those CBOs that are doing effective and efficient work (the Mission met with one during its field visits), UNDP should make special efforts to secure alternative, longer-term sources of funding, probably from some of the international NGOs and religious groups active in the field.

7.6.3
Project staff would like to initiate research on internal and external migration patterns (about which little is formally known, though migration is a substantial factor in the transmission of HIV/AIDS) and on sexual behaviour in Myanmar. While the latter topic is probably too sensitive for government authorisation, the Mission recommends that UNDP plan a research study on migration patterns, and include sufficient funding in the re-designed project.

7.6.4
If the project is re-designed to tackle HIV/AIDS in those areas in which other HDI-IV projects are active, it may also be desirable to reconsider the project's managerial relationships. The re-focused HIV/AIDS project should provide direct support to the community organisations and initiatives being fostered by the other HDI-IV projects, rather than being an independent entity. Managerial arrangements should reflect this priority of demand parameters being set by the other projects.

7.7
Natural Shocks and Disasters

Villages and communities throughout Myanmar have today become quite vulnerable due to years of economic decline. Many households appear to be depleting their assets and are less capable of recovery. There is a critical need for a mechanism that responds quickly and provides short-term relief or safety nets at the village level, in the event of a natural shock or disaster  (such as drought or flooding). In fact, at the time of the Mission’s field visits, severe flooding and damage to crops had been reported in a multitude of townships across the country. There is currently no adequate public safety net in place. HDI township staff also do not have the flexibility or programmatic means to respond to such situations in their target areas. 

The most effective response to a natural shock in a village will likely be in the form of public works. An immediate result from short-term relief in the form of public works is that needy villagers would have immediate access to supplemental employment and income. Without such assistance, affected households and villages may take several years to recover or may never recover, following a natural shock or disaster. The temporary employment and income provided by these public works represents an important positive coping mechanism that does not impose serious, damaging effects to the human and physical capital of rural households. Household members would not be forced to migrate in search of work. Sharp drops in food intake with accompanying declines in nutritional status and health would be averted. Also, small farmers could avoid falling into ruinous debt or lose their lands and become casual labourers.

Because so many villages across Myanmar are already highly vulnerable to food insecurity, a safety net in the form of short-term relief/public works is expected to produce results to keep households from “crossing the threshold” to irreversible loss of assets and collapse. At the same time, the emergency public works (planned and done in participation with communities) could result in village infrastructure investments that significantly improve longer-term food security and benefit the poor of a village. The Mission therefore recommends that the Country Office research and incorporate a mechanism (safety net) whereby HDI staff can respond flexibly and appropriately to villages hit by natural shocks and disasters in HDI target areas. 

7.8
Partnerships and Synergies

The overall objective of HDI is to address the pervasive and pernicious problem of poverty in Myanmar. This challenge is so vast that UNDP must seek alliances with other partners. Some of this has begun, but the Assessment Mission recommends a more sustained effort to broaden the range of partners in a systematic way. This is important in order to:

· bring about policy changes that are essential to the widespread alleviation of poverty;

· bring in additional resources, technical and financial, that are needed to optimise the potential of HDI-IV;

· assist in ensuring the sustainability of the progress made under HDI-IV.

The range of potential partners includes local and international NGOs; embassies and donor agencies; and other members of the UN family. The UNDP Country Office is well placed to sponsor and foster partnerships and working groups to further the overall pro-poor objective.

A related issue is the need for greater synergy between the constituent projects of HDI-IV. While the design and managerial arrangements of the current phase have moved towards greater programme integrity, the Assessment Mission believes that further steps are needed to realise the full potential of the programme. The Mission recommends:

7.8.1
UNDP should make a more systematic effort to inform the NGO community in Myanmar about the objectives, approaches and progress of HDI-IV. In particular, periodic field visits should be organised for interested local and international NGOs. UNDP should also set up and sponsor working groups to consider ways forward on key policy issues, including the institutionalisation of micro-finance activities (a group has been established, but does not yet meet regularly) and the sustainability of community organisations.

7.8.2
The last year has seen three visits by donor agencies to HDI-IV projects. While this is an improvement over previous years, the Mission believes that more can and should be done. It is important that the diplomatic and donor community understand fully both the potential of HDI and the policy and administrative constraints it faces. The future success of HDI's pro-poor initiatives depends both on a more enabling policy environment and on additional resources, especially for the expansion plan. The Mission would suggest that UNDP lead a regular series of field visits and policy-related meetings for the diplomatic and donor community.

7.8.3
The Assessment Mission is urging greater HDI attention to natural resource management and agriculture/livelihood issues. Success in these fields will depend on both policy changes and on greater levels of technical and financial resources than are currently available to UNDP. The Mission believes that there are opportunities for productive partnerships with other UN agencies, including:

· FAO was the principal implementing agency for the Agriculture Sector Review. Follow-up on this study to promote pro-poor agricultural policies involves active collaboration between FAO and UNDP. Similarly, UNDP needs technical assistance to identify best practices and to design programmatic strategies in agriculture, livestock, fisheries and natural resource management. The Mission is pleased to note that an FAO consultant has been engaged to begin this process, but encourages a more systematic and extensive approach to technical assistance in these fields, including FAO, donor agencies and local skills.

· WFP has recently expanded its food-for-work operations beyond Rakhine State to other parts of Myanmar. The Mission encourages UNDP to explore with WFP the possibility of a joint programme in HDI Townships to use food-for-work for high priority investments in land and water development and community forestry.

· Similarly, the Mission fully supports UNDP's intention to explore collaboration with the Global Environmental Facility for large-scale investments in natural resource management and conservation in HDI Townships.

· UNDP has had exploratory discussions with UNICEF about collaboration in HDI areas. UNICEF would bring in needed skills in health, education and water and sanitation. It also has the ability to work directly with Government, which is especially significant in these fields. The Assessment Mission encourages UNDP to seek active collaboration with UNICEF to enhance social sector investments in existing HDI Townships and, from the outset, in the new Townships within the expansion plan.

7.8.4
While there has been considerable progress in HDI-IV in forging an integrated programme from the diverse projects, the Assessment Mission believes that there area further opportunities to improve synergies between the projects. The Mission notes, for example, that there is little interchange of experiences between ICDP and CDRT, despite the similarity in approach; that the issue of possible collaboration between these two projects and the Micro-finance project has not advanced much in the past year; and that the HIV/AIDS project remains largely detached from the rest of the programme. The Mission considers that the projects would be strengthened by regular visits by project staff to other projects and by joint action on training of field staff, production of training materials, etc. Such activities would be greatly enhanced by a regular forum to consider strategic issues for the programme. This might comprise senior Country Office staff and the Agency Project Managers, who would meet on a regular basis with an agenda defined in advance and with a follow-up mechanism to ensure that decisions taken are implemented. A forum of this kind is especially important to guide the strategic direction of the expansion plan, to ensure consistency and efficiency and to monitor progress.

7.9
The Expansion Plan

The Assessment Mission fully endorses the justifications and basic approach put forward by the Country Office for its proposed expansion plan. HDI has often been criticised for concentrating resources on a small proportion of the truly needy in rural Myanmar. The Mission regards the expansion plan as a bold effort to address this criticism judiciously, blending expansion into the areas of greatest need (mainly on the eastern borders, which have previously been closed but are now beginning to open up); extension of the programme to neighbouring Townships that are already demanding HDI support and can be serviced efficiently from existing centres of operation; and a pilot project to begin to tackle the problems of poverty in peri-urban areas.

At the time of the Mission's visit, detailed planning for the expansion was still in its early stages. Much work had been devoted to selection of likely Townships, but decisions had not yet been taken on the number of villages per Township for initial work, on HDI staffing in the new Townships, etc. The Mission was acutely aware of the work pressures on current staff, the projects and the Country Office, as they seek to meet expectations of the current project documents, address the challenges facing these projects, and plan for the expansion. Bearing in mind both the early stages of planning and the work pressures, the Mission recommends:

7.9.1
The Country Office needs a regular forum (including the APMs) to oversee the strategic direction and coordination of the expansion plan. The Mission felt that, at the time of its visit, much of the planning was inevitably being done by an experienced consultant and by the individual projects (given the justifiable decision to extend ICDP, CDRT and Micro-finance into separate Townships). Nevertheless, there are key decisions that need to be taken at the corporate level -- e.g. programme integrity; the speed of expansion; and the optimal use of experienced staff.

7.9.2
The tentative plans for expansion include a pilot project in peri-urban areas. The Country Office is provisionally anticipating that ICDP should handle this pilot project. The Mission recommends that initial work in peri-urban areas should be the responsibility of the Micro-finance project. Micro-finance has demonstrated its value in tackling poverty in areas of high population density and with ready access to markets. Moreover, patterns of community organisation required for peri-urban areas are likely to be different from those appropriate to rural areas. 

7.9.3
The Assessment Mission believes that it is important for income/livelihood improvement to be given priority in the expansion Townships, given the needs of the acutely poor. This is likely to place even greater strain on the relatively small number of HDI staff with experience in this field, requiring special efforts to ensure adequate technical support through creative partnerships and administrative arrangements. 

7.9.4
The initiation of the expansion plan will place a premium on the determination of an effective exit strategy for the existing 24 Townships. The Mission is concerned that the funding and staffing needs of the expansion Townships may encourage UNDP to exit too quickly from the existing Townships. As noted above, the Mission feels that serious work should continue in the existing Townships for at least another phase in order to ensure the sustainability of the gains made and to complete the model for improvement in local governance in rural Myanmar.

7.9.5
The Mission also encourages UNDP to take steps in the expansion areas to avoid "the tyranny of the delivery targets" contradicting the slow, patient process of community mobilisation and organisation. In other words, reporting systems should be modified to allow priority to community mobilisation and organisation even if, in the initial stages, this means that expenditures and physical targets proceed at a slower rate.

8
Conclusion

The Assessment Mission concludes that, in its first full year of operation, HDI-IV is fulfilling its considerable promise. Almost all elements of the programme are functioning well. The two Community Development projects and the Micro-finance project are providing direct benefits to a large number of acutely poor people in rural Myanmar. Their work in the organisation of communities is showing positive results in terms of empowerment, equity and the improvement in local decision-making. The Living Conditions Assessment and the Agriculture Sector Review are raising important policy issues of great consequence to the poor. UNDP is performing a vital function in drawing attention to the problems of rural poverty and vulnerability in the country. It is also well placed to play a major role in advocating policy change on behalf of the poor, subject to clarification on the mandate.

HDI-IV still faces many challenges, principal among which are a) sustainability of the gains and b) broadening the impact, both geographically through the expansion plan and by having a positive influence on pro-poor policies. The Mission was pleased to find that most of the issues raised in this report are being actively considered by UNDP and project staff. It urges a continuation of the work in the current Townships to consolidate the gains made and to complete the evolution of the new approach enabling the poor and vulnerable to have greater control over their lives and environment (this will require at least three years beyond 2005).  The Mission fully supports the objectives and early planning of the proposed expansion. The Mission feels that this expansion, based on the HDI-IV experience and taking account of the findings and recommendations of this report, should shape the strategy for the next phase.  It recommends to the international community that sufficient funds be made available to UNDP to realise HDI's excellent potential in a subsequent phase. Given the desirability of a continuing effort in the existing Townships and the ambition and significance of the expansion plan, HDI-V will require more funding than is available to HDI-IV. The Mission firmly believes that this additional investment would have a substantial impact on poverty in Myanmar.
Annex (I) HDI-IV projects by Towships and number of villages covered

	 
	Townships
	HDI-IV projects
	 

	 
	 
	ICDP
	CDRT
	HIV/AIDS
	Micro-Finance
	Integrated Household Assessment
	Agri. Sector Review
	Total number of villages with HDI interventions

	 
	SHAN
	 
	
	
	
	
	 
	 

	1
	Ywangan
	X
	 
	                                       N     a     t     i     o     n     w     i     d     e
	X
	                                       N     a     t     i     o     n     w     i     d     e
	                                       N     a     t     i     o     n     w     i     d     e
	176

	2
	Pindaya
	X
	 
	
	X
	
	
	236

	3
	Kalaw
	X
	 
	
	X
	
	
	412

	4
	Nyaungshwe
	X
	 
	
	X
	
	
	503

	5
	Pinlaung
	X
	 
	
	X
	
	
	429

	 
	DRY ZONE
	 
	
	
	
	
	
	 

	6
	Chaung-U
	X
	 
	
	X
	
	
	119

	7
	Kyaukpadaung
	X
	 
	
	X
	
	
	552

	8
	Magway
	X
	 
	
	X
	
	
	399

	 
	DELTA
	 
	
	
	
	
	
	 

	9
	Bogalay
	X
	 
	
	X
	
	
	594

	10
	Mawlamyainggyun
	X
	 
	
	X
	
	
	612

	11
	Laputta
	X
	 
	
	X
	
	
	486

	 
	Sub-total
	 
	
	
	
	
	
	       4,518 

	 
	RAKHINE
	 
	
	
	
	
	
	 

	1
	Maungdaw
	 
	X
	
	 
	
	
	19

	2
	Buthidaung
	 
	X
	
	 
	
	
	17

	3
	Mrauk-U
	 
	X
	
	 
	
	
	36

	4
	Kyauktaw
	 
	X
	
	 
	
	
	43

	5
	Minbya
	 
	X
	
	 
	
	
	38

	 
	CHIN
	 
	
	
	
	
	
	 

	6
	Falam
	 
	X
	
	 
	
	
	36

	7
	Tiddim
	 
	X
	
	 
	
	
	36

	8
	Thantlang
	 
	X
	
	 
	
	
	36

	9
	Haka
	 
	X
	
	 
	
	
	36

	10
	Paletwa
	 
	X
	
	 
	
	
	45

	 
	KACHIN
	 
	
	
	
	
	
	 

	11
	Myitkyina
	 
	X
	
	 
	
	
	40

	12
	Waingmaw
	 
	X
	
	 
	
	
	37

	13
	Ta Naing
	 
	x
	 
	 
	 
	 
	4

	 
	Sub-total
	 
	 
	
	 
	
	 
	423

	 
	 
	 
	 
	
	 
	
	 
	 

	 
	Total
	11
	13
	 
	11
	 
	 
	       4,941 


Annex (II) HDI-IV Programme Budget (including cost-sharing)
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HDI-IV

HDI-II & III




	 
	
	
	 
	 
	 
	 
	 

	 
	HDI- IV (2002 - 2005)
	Total
	2002
	2003
	2004
	2005

	 
	
	 
	 
	Actual
	Actual
	Budget
	Budget

	 
	
	
	
	 
	 
	 
	 

	1
	MYA/01/001 
	I C D P
	 10,005,432 
	               -   
	   2,688,966 
	   3,000,000 
	   4,316,466 

	 
	
	c/s - Italy
	         5,432 
	 
	 
	         5,432 
	 

	 
	
	Net
	 10,000,000 
	               -   
	   2,688,966 
	   2,994,568 
	   4,316,466 

	 
	
	 
	 
	 
	 
	 
	 

	2
	MYA/01/002
	C D R T
	   5,887,096 
	      328,610 
	   2,050,672 
	   2,377,388 
	   1,130,426 

	 
	
	c/s - Australia
	      394,120 
	 
	      152,950 
	      241,170 
	 

	 
	
	Net
	   5,492,976 
	      328,610 
	   1,897,722 
	   2,136,218 
	   1,130,426 

	 
	
	 
	 
	 
	 
	 
	 

	3
	MYA/01/003
	Enhancing Capacity of HIV/AIDS 
	   1,970,372 
	               -   
	      726,751 
	      722,217 
	      521,404 

	 
	
	c/s - Japan
	      330,000 
	 
	      198,497 
	      131,503 
	 

	 
	
	Net
	   1,640,372 
	               -   
	      528,254 
	      590,714 
	      521,404 

	 
	
	 
	 
	 
	 
	 
	 

	4
	MYA/01/004
	Micro-Finance
	   2,538,750 
	      988,440 
	      500,582 
	      608,471 
	      441,257 

	 
	
	 
	 
	 
	 
	 
	 

	5
	MYA/01/005
	Integrated Household Assessment
	   1,700,000 
	               -   
	      440,050 
	      754,792 
	      505,158 

	 
	
	 
	 
	 
	 
	 
	 

	6
	MYA/01/008
	Agricultural  Sector Review
	      629,214 
	               -   
	      290,812 
	      338,402 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	
	Total HDI - IV  
	 
	 
	 
	 
	 

	 
	
	Gross
	 22,730,864 
	   1,317,050 
	   6,697,833 
	   7,801,270 
	   6,914,711 

	 
	
	c/s
	      729,552 
	               -   
	      351,447 
	      378,105 
	              -   

	 
	
	Net
	 22,001,312 
	   1,317,050 
	   6,346,386 
	   7,423,165 
	   6,914,711 

	 
	 
	 
	 
	 
	 
	 
	 


	Annex (III) Provisional List of Areas of UNDP Expansion

	Project Name
	Area
	No. of Current Tsps.
	No. of New Tsps.
	No. of total Tsps.
	Names of Proposed New Townships
	Remarks

	
	
	
	
	
	
	

	ICDP*
	Dry Zone
	3
	5
	8
	Minbu, Minhla, Thayet, Kanma, Sinbaungwe
	
	

	 
	Shan (South)
	5
	4
	9
	Loilem, Nam Hsam (S), Mauk Mei, Pei Khone, 
	
	

	 
	Shan (North)
	-
	3
	3
	Naung Cho, Hsipaw, Kyaukme
	
	

	 
	Delta
	3
	2
	5
	Ngapudaw, Kyaiklatt
	
	

	 
	Kayah
	-
	1
	1
	Loikaw
	ICDP Total Budget will increase from 
$ (10.00) million to
$ (15.55) million for HDI IV period.

	 
	Yangon 
	-
	1
	1
	Tentatively identified: Hlegu 
	

	 
	Total:
	11*
	16
	27
	 
	

	CDRT
	Chin
	5
	4
	9
	Matupi, Mindat, Kanpelet, Tong Zan
	
	

	 
	Kachin
	2
	3
	5
	Tanai, Chi Pwe, Sumpra Bum
	
	

	 
	Rakhine
	6
	-
	6
	-
	
	

	 
	Kayin
	-
	3
	3
	Pa-An, Pa Pun, Kawkereik
	
	

	 
	Mon
	-
	3
	3
	Bilin, Kyaikmaraw, Ye
	CDRT Total Budget will increase from 
$ (5.50) million to 
$ (10.95) million for HDI IV period.

	 
	Wa
	-
	2
	2
	Tentatively identified: Mong Mau, Wein Kao
	

	 
	Total:
	13
	15
	28
	 
	

	Micro
	Dry Zone
	3
	8
	11
	Chauk, Ye Nan Chaung, Myinmu, Taun Dwin Gyi, Nat Mauk, Nyaung U, Taung Tha, Myaung
	
	

	Finance*
	 
	 
	 
	 
	
	
	

	 
	Shan
	5
	-
	5
	-
	MF Total Budget will increase from 
$ (2.54) million to
$ (4.01) million for HDI IV period.

	 
	Delta
	3
	3
	6
	Myaung Mya, War Khe Ma, Phyar Pon
	

	 
	Total:
	11*
	11
	22
	 
	

	HIV/AIDS
	 
	 
	 
	 
	HIV/AIDS project will intensify its present activities
utilising additional allocated budget.
	HIV/AIDS Total Budget will increase from $  (1.65) million to $  (2.24) million for HDI IV period.

	 
	 
	 
	 
	 
	
	

	No. of Gross Total Tsps:
	35
	42
	77
	Total Budget for the above four HDI IV projects will increase from $ (19.69) to $ (32.75) million.

	No. of Overlapping Tsps:
	11
	 
	11
	 
	
	

	Net HDI Total Tsps:
	24
	42
	66
	 
	
	

	*ICDP and Microfinance projects are currently operating in the same 11 townships.
	
	
	


Annex (IV) Micro-Finance Operational and Financial Sustainability

	2004 COST STRUCTURE AS PERCENTAGE OF ASSETS


	Delta
	Dry Zone
	Shan State

	Operating Income
	31.3%
	31.6%
	33.1%

	Financial Expenses
	5.2%
	8.6%
	6.4%

	Financial Margin
	26.1%
	23%
	26.7%

	Admin Expenses
	13.3%
	6.3%
	10.9%

	UNOPS
	6.2%
	6.2%
	6.2%

	Implementing Partners
	3.6%
	7.9%
	13.0%

	Net Margin
	3.1%
	2.7%
	-3.4%

	Inflation Adjustment Costs
	23.3%
	30.5%
	31.8%

	Adjusted Margin
	-20.2%
	-27.8%
	-35.2%


· For these ratios’ calculations, figures from financial reports (Delta and Dry Zone as of end of June 2004, and Shan State as of end of March 2004) of each IP have been annualized.

· Indices have been calculated using quarter to quarter averages for assets. 

Annex (V) Assessment Mission Members

Mr Robert Shaw – Team leader

Robert Shaw recently retired after 12 years as General Manager of the Aga Khan Foundation, headquartered in Geneva, Switzerland. His career has been devoted to issues of rural and community development in Asia and Africa, and to global employment issues. Before becoming General Manager, Mr. Shaw conceived and led the Aga Khan Foundation's rural development programme, now active in Pakistan, India, Afghanistan, Bangladesh, Tajikistan, Kenya and Mozambique. Earlier, Mr. Shaw worked for the Ford Foundation as Representative in Pakistan and as Programme Advisor for Rural Development in Indonesia. He has also worked for The World Bank, the Overseas Development Council in Washington, and the British Council in Tanzania. Since retirement, Mr. Shaw takes occasional consultancies in areas of special interest to him.

Shaw holds a B.A. in Social Anthropology from Cambridge University and Masters in Public Administration degrees from Princeton and Harvard Universities.

E-mail: robertshaw@bluewin.ch.

Ms. Debbie Aung Din, a native of Myanmar, has served on several UNDP missions to Myanmar since 1995. She co-authored a report for the UN Country Team on Food Security in Myanmar in 2000, served as Deputy Team Leader and team member for UNDP HDI independent assessment and evaluation missions in 2000 and 2002 respectively, and was a member of the 1999 World Bank mission to assess socio-economic conditions in Myanmar. Prior to UNDP, she managed development assistance in post-war Cambodia and lived there for four years. A resident in Indonesia for seven years, she first worked with the Harvard Institute for International Development and later as a consultant for USAID. Aung Din earned an M.A. from Harvard University where she studied development economics and public policy. Aung Din currently serves as country director for IDE in Myanmar, an international NGO working to increase incomes and reduce vulnerability of poor rural households, by providing access to affordable and innovative, locally produced small-scale irrigation technologies.
Annex (VI) Field Visits

1. Mon State

Township

Village



Date

Mission Member

Kyaikkami

Kyaikkami


29 July

RS and DAD








(HIV/AIDS)

2. Delta

Township

Village



Date

Mission Member

Bogalay

Phayargyi chaung

31 July

RS and DAD




Pa-tu chaung


(ICDP)




Hayman


1 Aug

RS and DAD




Kan Su/We chaung

(micro-finance)

3.
Kachin 

Township

Village



Date

Mission Member

Myintkyina

Ah Kye



2 Aug

RS and DAD








(CDRT)

Waingmaw

Lamyan


3 Aug

RS and DAD




Khashee


(CDRT)

Myitkyina

Kyarapatti


4 Aug

RS and DAD








(CDRT)

4. Dry Zone

Township

Village



Date

Mission Member

Kyaukpadaung

Kan Phyu


8 Aug

RS and DAD




Sae Pauk


(micro-finance)

Myingyan

Myingyan


9 Aug

RS





    


(HIV/AIDS)

Kyaukpadaung

Kone-Tae


9 Aug

DAD




Ywa-kauk


(ICDP)

Kyaukpadaung

Kan-ywa


10 Aug

RS and DAD




Dant-kyin


(ICDP)

5. SHAN

Township

Village



Date

Mission Member

Pinlaung

Htita Mong


11 Aug

RS and DAD

Kalaw


Tadar Oo


(ICDP)

Nyaungshwe

Kan Daw


12 Aug

RS and DAD




Kyan Poh Gyi


(ICDP)

Nyaungshwe

Kha Lay Nge


13 Aug

RS and DAD




Bawrithard


(ICDP)

RS
(
Robert Shaw

DAD
(
Debbie Aung Din
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All HDIs

		Delivery and Allocation of HDI-II, III and IV projects

				Source of funds:  TRAC 1.1.1 & 2

				HDI - II (1996 - 1999)				Total		1996		1997		1998		1999		2000		2001		2002

		1		MYA/96/001		Primary Health Care		8,311,634		78,293		2,662,455		2,343,881		3,227,005

		2		MYA/96/002		WATSAN		4,861,928		251,925		1,527,531		2,014,555		1,198,536		(117,090)		(13,529)		- 0

		3		MYA/96/003		HIV/AIDS		2,815,102		- 0		811,829		1,091,384		911,889

		4		MYA96/004		Education		5,765,819		4,016		2,559,922		2,156,318		1,180,783		(135,220)				(98,055)

		5		MYA/96/005		Micro-Finance		3,437,129		- 0		870,906		1,227,764		1,184,090		110,491		43,878		- 0

		6		MYA/96/006		Food Security (DZ)		2,631,536		8,801		471,107		976,877		1,161,643		5,000		8,108		8,110

		7		MYA/96/007		Food Security (Shan)		3,068,540		66,044		774,270		1,073,663		1,150,970		10,723		(7,130)		6,280

		8		MYA/96/008		Food Security (Delta)		2,512,764		72,368		606,540		918,250		912,739		10,518		(7,651)		6,903

		9		MYA/96/009		CDRT		7,565,344		2,532		2,459,452		3,237,572		1,926,330		(60,542)

		10		MYA/96/010		HDIS		3,104,904		35,590		1,039,575		1,246,792		854,954		(72,007)

						Total HDI - II		44,074,700		519,569		13,783,587		16,287,056		13,708,939		(248,127)		23,676		(76,762)

										1999		2000		2001		2002		2003		2004

				HDI-III (1999 - 2002)				Total		Actual		Actual		Actual		Actual		Actual		Budget

		1		MYA/99/001		Primary Health Care		4,965,402		105,179		2,239,450		2,148,693		472,080		(34,767)		- 0

		2		MYA/99/002		WATSAN		4,089,071		499,654		1,917,583		1,680,947		(9,113)		4,834		- 0

		3		MYA/99/003		HIV/AIDS		3,994,381		153,532		1,274,525		1,088,991		1,477,333		(25,107)		2,381

						c/s										248,233

						Net		3,994,381		153,532		1,274,525		1,088,991		1,229,100		(25,107)		2,381

		4		MYA99/004		Education		3,788,481		361,260		1,568,225		1,468,230		390,766		(375,987)		- 0

		5		MYA/99/005		Micro-Finance		5,036,024		163,563		1,856,812		2,021,326		994,323		(56,994)		- 0

		6		MYA/99/006		Food Security (DZ)		3,132,161		85,692		1,446,214		1,287,343		312,912		(766)		- 0

		7		MYA/99/007		Food Security (Shan)		2,550,514		232,364		929,992		1,191,004		197,154		4,620		- 0

		8		MYA/99/008		Food Security (Delta)		3,218,221		129,346		1,145,144		1,659,118		284,613		- 0		- 0

		9		MYA/99/009		CDRT		7,896,530		373,404		2,924,076		3,678,117		920,933		6,699		- 0

		10		MYA/99/010		HDIS		2,129,809		348,075		643,129		773,192		365,413		1,619		- 0

		11		MYA/99/011		PA to NRS		691,104		61,085		421,020		124,513		84,486		4,547		- 0

						Total HDI-III		41,491,698		2,513,154		16,366,170		17,121,474		5,242,667		(471,302)		2,381

				HDI- IV (2002 - 2005)				Total		2002		2003		2004		2005

										Actual		Actual		Budget		Budget

		1		MYA/01/001		I C D P		10,005,432		- 0		2,688,966		3,000,000		4,316,466

						c/s - Italy		5,432						5,432

						Net		10,000,000		- 0		2,688,966		2,994,568		4,316,466

		2		MYA/01/002		C D R T		5,887,096		328,610		2,050,672		2,377,388		1,130,426

						c/s - Australia		394,120				152,950		241,170

						Net		5,492,976		328,610		1,897,722		2,136,218		1,130,426

		3		MYA/01/003		Enhancing Capacity of HIV/AIDS		1,970,372		- 0		726,751		722,217		521,404

						c/s - Japan		330,000				198,497		131,503

						Net		1,640,372		- 0		528,254		590,714		521,404

		4		MYA/01/004		Micro-Finance		2,538,750		988,440		500,582		608,471		441,257

		5		MYA/01/005		Integrated Household Assessment		1,700,000		- 0		440,050		754,792		505,158

		6		MYA/01/008		Agricultural  Sector Review		629,214		- 0		290,812		338,402

						Total HDI - IV

						Gross		22,730,864		1,317,050		6,697,833		7,801,270		6,914,711

						c/s		729,552		- 0		351,447		378,105		- 0

						Net		22,001,312		1,317,050		6,346,386		7,423,165		6,914,711

				NB.  From 1999 onwards, AOS is included
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HDI-IV

		

								HDI-II and III		HDI-IV		Total

						2002		5.2		1.3		6.5

						2003		0.0		6.3		6.3

						2004		0.0		7.4		7.4

						2005		0.0		6.9		6.9

														2004

				HDI- IV (2002 - 2005)				Total		2002		2003		Estimated		2005

										Actual		Actual		Expenditure		Budget

		1		MYA/01/001		Integrated Community Dev. Project		10,000,000		- 0		2,688,966		2,994,568		4,316,466

		2		MYA/01/002		C D R T		5,492,976		328,610		1,897,722		2,136,218		1,130,426

		3		MYA/01/003		Enhancing Capacity of HIV/AIDS		1,640,372		- 0		528,254		590,714		521,404

		4		MYA/01/004		Micro-Finance		2,538,750		988,440		500,582		608,471		441,257

		5		MYA/01/005		Integrated Household Assessment		1,700,000		- 0		440,050		754,792		505,158

		6		MYA/01/008		Agricultural  Sector Review		629,214		- 0		290,812		338,402		- 0

						Total HDI - IV		22,001,312		1,317,050		6,346,386		7,423,165		6,914,711
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