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1. PROGRAMME SUMMARY
1.1 Despite vast natural resources, Burma is one of the least developed countries in the world. After decades of armed conflicts, economic mismanagement and an oppressive military regime, chronic poverty is widespread and the country is off-track to achieve the MDGs.
UNDP Human Development Initiative (HDI) will benefit communities in three ways: assistance with basic needs; empowerment of communities and providing a degree of protection through UN presence. Through our funding, HDI will respond to the goal of reduction in extreme poverty and hunger in Burma. The purpose is that 128,000 poor and vulnerable households (in the project area) are empowered through strengthened village groups to improve their food security and increase their incomes.
1.2 The HDI programme has a wide geographic focus in 8,755 villages in 60 townships in nine regions throughout the country. The nine regions each have their own distinct socio and agro-ecological characteristics, and seven of the regions are home to at least one of the main ethnic minority groups.
1.3 There will be a large number of beneficiaries. As a result of HDI activities in the period of our support, 768,000 women, men, girls and boys will have increased food to eat and/or sell from crop, livestock, fisheries and forestry productivity gains through the provision of training and access to revolving loans and Microfinance (MF). In addition 428 self reliance groups (SRGs) and 310 village committees and livelihoods committees will be more accountable, have stronger management and display sustainability
. DFID’s contribution will ensure almost half (48%) of these results. Pilot studies, M&E evidence and commission studies will be used in government policy advocacy, and to inform programme development.
1.4 The programme will contribute to the delivery of the following objectives and strategies:
· MDG 1 – to eradicate extreme poverty and hunger through support to increase household food production and incomes.

· DFID’s Structural Reform Plan - MDG actions, role of women in development & civil society development. 
· DFID’s BAR offers – within Wealth Creation, Poverty & Hunger and Governance and Security pillars
· DFID Burma Country Business Plan – improved food and livelihoods security of the poorest and most vulnerable people in Burma, and increased opportunities for Burma’s people to engage in political decision making processes affecting their lives.
1.5 DFID will provide up to £5 million of support to HDI from January 2011 to December 2011, over 2 financial years.  Over and above UNDP central funding, other donors to HDI core activities in 2011 include Sweden, Denmark, USAID and the multi-donor Livelihoods and Food Security Trust Fund (LIFT).

1.6 Overall programme management and direction will be provided by the UNDP country office which is now reconfigured to better align its structure with the needs of the programme. Outputs 1, 2 and 4 will be directly executed by UNDP through the Integrated Community Development Programme (ICDP) and Community Development in Remote Townships Programme (CDRT) and the UNDP Policy Unit. Output 3 will be implemented by UNDP, through MF NGO, PACT.

1.7 The overall risk rating is medium. The key risks relate to the political and policy context, access, impact monitoring and human resources. A risk matrix is included at Section 4. This contribution to HDI has been designed and will be implemented within the parameters of the EU Council Decision.
2. PROJECT DETAILS
2.1 Project Description
2.1.1 Despite vast natural resources, Burma is one of the least developed countries in the world. After decades of armed conflicts, economic mismanagement and an oppressive military regime, chronic poverty is widespread and the country is off-track to achieve the MDGs. Burma was once regarded as one of the richest countries in the region but has now fallen behind most of its neighbours. According to the 2010 Human Development Report, the country ranks 132 among 169 nations and has a lower economic growth rate than all of its neighbouring counties. 
2.1.2 Burma suffers from serious poverty, particularly in rural areas
:  
· 11% of the rural population do not have enough to eat.  One in every three children is malnourished

· 69% of all household expenditure is spent on food.  More than one third of all households have insufficient money to cover basic food and non food needs.

· An estimated 70% of households rely on agriculture for a living.  Nearly two thirds of rural households do not have access to land or access to sufficient cultivable land.

· More than 40% of the rural population are indebted to informal money lenders which charge exorbitant interest rates (60% to 200% pa)
.
· As a result, many households are forced to sell productive assets or skip meals.  In the poorest areas of Burma it is not uncommon for people not to eat for an entire day.

2.1.3 This situation arises from three major issues faced by rural communities in the project areas: 

· the decades of economic stagnation and oppressive policies that have left communities impoverished and unable to break out of a cycle of debt; 

· the decline of capacities and resources in public and private institutions to meet the service and supply functions to support the improvement of community living standards; and
· the erosion over five decades of social cohesion and village networks that provided for the provision of safety nets by community members, by which the poorer households were tided over period of economic difficulty.

2.1.4 The Human Development Initiative (HDI) is a set of projects that responds to the situation of rural communities in line with the UNDP Executive Board decisions of 1993, reaffirmed each year which guides UNDP’s current programme in Burma. HDI works to three overarching principles: assisting communities to address their basic needs; building the capacity of villagers to prioritise their needs and develop skills to address them; and promoting transparency, equity and participation by all segments of village society in doing so.
2.1.5 Through our funding, HDI will respond to the goal of reduction in extreme poverty and hunger in Burma. The purpose is that 128,000 poor and vulnerable households (in the project area) are empowered through strengthened village groups to improve their food security and increase their incomes.
2.1.6 There will be a large number of beneficiaries. As a result of HDI activities in the period of our support 768,000 women, men, girls and boys will have increased food to eat and/or sell from crop, livestock fisheries and forestry productivity gains through the provision of training and access to revolving loans and MF. In addition 428 self reliance groups (SRGs) and 310 village committees and livelihoods committees will move to a higher maturity level. DFID’s contribution will ensure 48% of these results. Lastly, pilot studies, M&E evidence and commissioned studies will be used in government policy advocacy, and to inform programme development.
2.2  Project Approach
2.2.1 HDI has two strands of benefits – increasing livelihoods of community members and increasing social cohesion. The way HDI works to achieve the first is instrumental to the achievement of the second.
2.2.2 Increasing food production through strengthened village community groups (output 1 & 2) will be delivered through the ICDP & CDRT projects, which follow an integrated community development approach, a standard UNDP approach in which communities identify their own needs, plan and then implement their responses. UNDP community facilitators support the village development committees and technical groups (Self reliance groups, Livestock groups, Crop groups) to prepare ‘micro project proposals’ based on the needs they have identified. There is then a strong emphasis given to technical training which will result in:
· Increase of 8 baskets of paddy rice/acre across 107,508 acres and increase of 2 baskets of oil seed/acre across 13,433 acres for 19,200 households through agricultural training;
· 50% increase in income from livestock rearing for 22,800 households;
· 94,080 people (139,221 women & girls and 123,355 men & boys) with at least the 3 month food gap met through access to 384 additional rice banks;
· SRG repayment rates increased on average by 10 percentage points through vocational and management training;
· 340 community based organisations will engage in wider village development activities.
2.2.3 In 2011 HDI is planning to help increase food production of 22,800 poor and vulnerable households in the project area through agricultural training aiming to increase yields and hence income and food security, through establishing rice banks in 384 additional villages and through providing opportunities for additional/diversified income sources. This includes providing assistance for livestock rearing as well as for establishing community forestry (which gives poor people access to land and sustainable natural resources). It also includes strengthening SRGs to operate a revolving fund through which loans can be taken for small income-generating activities or consumption needs as well as MF borrowing which enables poor women to engage in income-generating activities at affordable interest rates.
2.2.4 Agricultural training, livestock training, on farm demonstrations and off-farm vocational training will be provided through the projects in the villages. In cases where it is more efficient to bring villagers together to a central village for training, the project will compensate villagers for travel. Land development will be increased through small-scale community owned and managed irrigation. By promoting income generation opportunities HDI will help prevent poverty driven migration.
2.2.5 Livestock provision and rice banks will continue to be established, building upon existing community food security measures, and models will be tested for normalising market prices and their capacity to reach the poorest in the community.
2.2.6 The community forestry activities will give landless people sustainable access to land. This is important for a number of reasons. The poor who often resort to tree-cutting are now trained on how to sustainably manage natural resources and get access to land from which fire wood/ building materials can still be extracted. At the same time the community forests provide a source of income or food: fruit trees are grown and the fruit provides nutrition to beneficiary households, vegetables can successfully be grown in between the trees, and the forest provides fodder to livestock. The existence of the forest also mitigates soil erosion which helps protect crop based agriculture.
2.2.7 The Self-Reliance Groups (SRGs) activities – 99% of whose members are women -  will focus on strengthening and consolidating the support for those SRGs most recently created. This is the final activity of a 3 year programme of support. The main benefit of SRGs is women’s economic empowerment. Most women
 played no role or a weak consultative role in household decision-making before they became SRG members. This was a source of frustration for some women, but most women did not imagine that it could be otherwise. Women describe having had extremely limited social networks before they joined an SRG, and having to ask permission from their husbands to vary their daily routines. With SRG membership women are deriving great benefits from SRG participation, distinct from livelihood effects. In decision-making input and participation in income generation activities, SRG members have a larger role, more self-confidence and self-esteem, and increased status in families and in the community. Individual women who have experienced the most empowerment tend to have had good livelihood outcomes. But even women who have had poor or moderate livelihood outcomes have experienced significant gender change in areas such as decision-making, self-confidence, and increased social capital. Most SRG members report experiencing significant positive changes in self-perception stemming from increased knowledge. 

2.2.8 Most importantly the studies found that strong leadership from within SRGs is vital to group cohesion and the ability to translate individual developments into community esteem. Groups with strong internal leadership gain respect from established community authority figures and the best way to win over sceptical men is to prove the worth of the group by demonstrating good management. To this end the final year support is critical to SRGs when their revolving loan fund experience and strong management practices are consolidated. While not included in the cost benefit analysis, the programme results will look to, in discussion with UNDP, attribute the DFID funding to a proportion of the entire results of SRG support.
2.2.9 While the SRGs have specific gender impact, the strengthening of community based organizations will also contribute to greater social cohesion. This is, in part, demonstrated through mature SRGs and CBOs that have taken on supporting the poorest through grants or other assistance
. This is also indicated by the group members, themselves poor, having increased their household income to be able to extend support to the even more disadvantaged
. This is a very positive outcome of the projects that also holds promise for sustainability.  
2.2.10 The mere presence of UNDP in conflict affected areas minimises tensions and negative external forces on target villages. The presence of the programme serves as a potential witness to violations of community rights as well as a channel of communication for the communities, and thus a deterrent to intimidation. Some HDI villages are home to the families of men and women belonging to formerly armed ethnic groups who have entered into ceasefire agreements that are tenuous at times. Villagers still walk a fine line between a recent peace and uncertainty over the permanence of that peace.
2.2.11  The presence of the project and its staff will help to support the stability of villagers’ efforts to achieve more productive activities and village self-determination. It also provides some assurance to local authorities of the villager’s focus on peaceful development activities – which reduces the risk to some communities of harassment or other unwelcome attention from those authorities.
2.2.12 Many of the communities where HDI works have been affected by conflict (in the not too distant past). HDI works in a way that reduces the risk of conflict reigniting within communities. Priorities and interventions are decided by villagers themselves through participatory exercises where care is taken that both men and women are heard and that the poor, vulnerable and marginalized have a voice. Principles such as transparency and accountability are developed through the way the projects work. As an example care is taken to ensure targeting mechanisms are clear and understood by all (done through participatory wealth ranking) and community organizations are strengthened to deliver assistance to its member in a transparent and accountable manner. This means understanding and accepting the right of other community members to express their opinion, and tolerance of other people’s views and ultimately to accept the transparent decision of the majority.
2.2.13 While there is little quantitative data on conflict prevention, there is anecdotal evidence through UNDP project monitoring on protection of communities through HDI presence. In addition we have assessed that the programme is implementing using a conflict sensitive approach and evidence of inter-village conflict prevention
. UNDP will report qualitatively but systematically on evidence of protection through presence and inter-village conflict prevention. In addition UNDP will report on how communities are better equipped to respond external threats to their livelihood options, safety and general wellbeing in line with the logframe indicator.
2.2.14 Increasing access to formally managed financial services for poor households (output 3) will be delivered through PACT, the Micro-finance (MF) provider for HDI.  UNDP has pioneered the introduction of MF and best practice in financial services for the poor in Burma, targeting those who would not normally qualify for credit - women, the landless and other marginal groups - even if the banking system was available in the rural areas. Through this project, 500,000 people (495,000 women) will have access to MF products, 446,129 continued access with returns of 25-50% and 53,871 additional clients with returns ranging from 100-200%. In addition the project will collaborate with the community development projects to extend group loans to SRGs and expand the pilot agricultural loans initiative.
2.2.15 The 2010 Independent Assessment Mission noted overall the results of the MF project are both good and favourable, having a positive impact on households while providing capital for investment in a range of activities. However the success has been largely due to the leadership of the Country Representative. PACT and UNDP have reviewed this, and through this funding will:
· explore the potential to increase MF lending across at least 2 other providers to develop a more competitive Micro finance market and expansion into small enterprise lending;
· develop a capacity building programme for Burma local NGOs and groups for MF lending;
· explore a small grants window as MF Development Fund for Burma (potentially evolving into an Apex fund) for local NGOs and potentially International NGOs;
· develop evidence based policy advice to government on MF regulation.
2.2.16 Building upon past activities the community based organisations, especially SRG groups and MF groups will empower women, increasing their self-esteem and confidence. Their economic empowerment will lead to more equal contribution to the household income by men and women and to some extent more equal distribution of household responsibilities, earning them increased respect from their husbands and village elders. As a consequence women are more outspoken in village meetings and contribute their ideas and opinions and play greater roles in decision-making at both the household and village level
. 
2.2.17 While not within the HDI goal, ultimately it is hoped that these groups will be empowered to develop future proposals and seek assistance from other funding sources, most importantly through local government. This is a long term outcome outside the time frame of this programme.
2.2.18 Pilot studies, M&E evidence system and commission studies will be used in government policy advocacy, and to inform programme development (Output 4). This is a continuation of DFID and Sweden’s assistance to date in building up the analytical capacity of UNDP through the HDI policy unit and M&E unit. 
2.2.19 UNDP has acquired a lot of experience throughout the history of the HDI programme. The interventions have however also raised a number of questions to be answered in terms of impact and effectiveness and there are a number of areas where community work can be enhanced and strengthened. This includes the impact of interventions on household wealth, rural market linkages, gender (beyond participation of women in SRGs, MF groups and CBOs), effective ways of providing safety nets for the poor and how a human rights based approach could be applied to improve  governance (participation and capacity building). Therefore the policy unit will undertake purposive studies and pilots to improve current programme activities, and inform new programme design and identify opportunities for evidence based dialogue with the Government. 
2.2.20 One such study - required for UNDP to explore the full potential of their mandate
 - will focus on township managers identifying opportunities for linkages between communities and the local service providers (government and non-government) they rely on, especially but not limited to Myanmar Agricultural Services - MAS, and between networks of community organisation. Different approaches to this will be studied and analysed for future programme development. This is essential for the sustainability of HDI’s interventions, taking communities capacity to the next level – to build links with others service providers to enable them to meet their needs in areas that they as a community cannot provide or require authorisation – for example community forestry, large irrigation construction.
2.2.21 All studies and pilots funded by DFID will be undertaken in consultation with DFID and the HDI informal donor group. Initial studies planned, pending consultation, are attached in Annex 1
2.2.22 The Monitoring, Evaluation and Learning group (MEL) was established in 2008 to upgrade M&E approaches and methodologies. However MEL activities slowed down as a result of a staff re-profiling exercise which resulted in the loss of the principal monitoring personnel at the project level. In addition the IAM found that an inexplicable number of reports are being prepared each month at township level (using as much as 40% of township managers time and 20-30% of technical specialist and community facilitators time) but with little consolidation nor analysis at the programme level. In 2009 UNDP predominantly only report at input and to some extent output level rather than outcome and impact results. Lastly there remains no adequate mechanism for feedback from beneficiaries within the HDI structures.

2.2.23 Throughout 2010 UNDP has looked to remedy the weakened M&E capacity in the programme and there is now a robust system in place. A reconfigured Monitoring, Evaluation and Reporting Unit has been set up and is staffed. From 2011 onwards it will be responsible for:
· setting strategies, policies and guidelines for monitoring, evaluating and reporting

· quantitative monitoring of outcomes and impact

· qualitative monitoring of outcomes and impact

· managing evaluations

· analyzing progress towards outcomes and impact

· reporting on progress towards outcomes and impact
2.2.24 In addition UNDP has studied CARE Myanmar and World Vision’s experience on community feed-back and will now pilot this within HDI in 2011.

2.2.25 Once the framework for the new UNDP country programme (2012-2015) has been defined in early/mid‐2011, MER unit will design a monitoring, evaluation and reporting plan based on the results framework of the country programme. Such a monitoring, evaluation and reporting plan will contain the following key elements:
· conduct an Outcome/Impact Assessment in late 2011 to establish the end status for HDI IV and at the same time the indicator baselines for the new country programme 2012‐2015

· conduct a (lighter) midterm Outcome/Impact Assessments in late 2013 and an end term Outcome/Impact Assessments in late 2015/early 2016

· establish a monitoring plan and a data collection method for each of the future outcome indicators

· where administrative data is not available, make extensive use of small sample surveys (preferably through observation, possibly through interviews) to provide annual data for outcome indicators

· make extensive use of project boards to annually analyse and assess progress based on all available quantitative and qualitative data
2.2.26 The Integrated Household Living Conditions Assessment (IHLCA), conducted in 2005, was as the first national survey on the extent, nature and causes of poverty in Burma. IHLCA provides the government and development agencies with reliable and up to date assessment of all major aspects of household living conditions at both national and regional levels, as well as monitoring Burma’s achievements towards the MDGs and national targets. It is the only national survey of its kind (qualitative and quantitative) and assessed by the DFID statistics adviser as a vital resource in the data poor environment of Burma. The Assessment contributes to well informed pro-poor decision making in order to improve living conditions for the poor in Burma – the Ministry of Planning has used the survey for their regional development planning and the data is used by the Central Statistics Office in their reporting. Another example is that LIFT’s geographic priorities were based on the assessment findings, and it is used for the quantitative baseline at goal level. 
2.2.27 A second 2010 survey has been concluded on a cost-sharing basis with UNICEF, in conjunction with the Government of Burma. To ensure data reliability the project has cooperated closely with a wide range of international organizations such as the World Bank, Statistic Sweden, and the Asian Development Bank who have provided technical inputs and assistance on methodology, data collection, data entry and Data Processing, tabulation and analysis. Every step of the process has been closely monitored by UNDP staff.
2.2.28 UNDP will develop a Management Information System database with both IHLCA-1 and the most recent IHLCA-2 and increase dissemination and advocacy efforts. The analysis, publication and dissemination will take place in 2011, with funding through this DFID project in addition to Swedish funding. The policy unit will also make use this data both in terms of targeting methodology and in terms of establishing end of programme state through better understanding of the household economy and poverty dynamics. 
2.2.29 Partnerships with UN agencies have been relatively limited in terms of resource magnitude but are increasing in terms of principle. DFID and UNDP will take a cautious approach to partnerships, focussing only in areas that have synergy with core activities, while ensuring that respective UN agency mandates are respected. One such strategic partnership that will continue to expand is with the ILO, which has provided training for many HDI project staff on the ILO’s protocols on forced labour. While forced labour has not been in question in HDI, it is important that peer pressure or other usually unacknowledged forms of coercion are not supported, and awareness of the ILO protocols will continue to be a compulsory element in HDI’s staff and community capacity development activities during 2011. Through setting the example of good practise, and through information provision, UNDP will build the capacity of communities to respond to external request with respect to provision of labour. 
2.2.30 The HDI programme has a wide geographic focus in 8,755 villages in 60 townships in nine regions throughout the country. The nine regions each have their own distinct socio and agro-ecological characteristics, and seven of the regions are home to at least one of the main ethnic minority groups. No other agency in Burma has the broad geographic scope of HDI. A township list is attached in Annex 2.
2.2.31 The programme reaches out to ethnic areas that have traditionally been subject to either covert neglect by the central government (e.g. Chin State) or to conflict between the regime and armed groups that exposes communities to active hostility (such as in Shan, Kachin, Kayah, Karen and Mon). In addition the programme will cover areas of particular humanitarian concerns such as vulnerability to natural disasters in Rakhine, where this vulnerability is compounded by restrictions imposed on the Rohingya minority.

2.2.32 The logical framework is attached at Annex 3. The budget is attached at Annex 4. 

2.2.33 The logframe uses the UNDP results framework (using the DFID template) for HDI core activities for which DFID funds will be used, and includes results associated with other donor and UNDP core contributions.
2.2.34 The budget, attached at Annex 4, shows the full cost of HDI the programme (core and non core) for 2011, and the DFID contribution to core activities. 

2.2.35 DFID will not fund areas that are not within core HDI activities or that will be phased out throughout 2011. Specifically DFID funds will not be used for social infrastructure construction (schools, health posts), the HIV/AIDS sub-project and Disaster Risk Reduction activities.
3. PROJECT APPRAISAL

3.1 Background

3.1.1 In 1992, with growing concern by the international community of the Burma’s situation, the UNDP Governing Council
 required a review of UNDP’s assistance to Burma. Following the results of the review, the Governing Council decision 93/21 was adopted, recognising the critical basic human needs and that all future assistance “should be clearly targeted towards project having grass-roots level impact in a sustainable manner, particularly in the areas of primary health case, the environment, HIV/AIDS, training and education and food security”. This decision continues to be in effect, having been reaffirmed by subsequent Executive Board decisions. UNDP formulated 5 individual projects within the programmatic framework of the Human Development Initiative (HDI). HDI’s fourth phase began in 2003 and will end of 2011.
3.1.2 In mid-2009 a staff re-organisation and re-profiling took place for the whole of HDI. Although the exercise was expected to have several positive outcomes, it had a number of negative consequences – a number of the most qualified staff left as job security was at risk, staff were relocated with the loss of local knowledge and relations between staff and beneficiaries, township facilitators were accommodated in the new structure in specialist positions for which they have no specialist competence. The office stopped the process in November 2009. 
3.1.3 DFID was a core donor to HDI between 2004 and 2008 with £4million. This was at a time when DFID’s country programme was relatively small and initially programmed from DFID Bangkok office. DFID’s project completion report of this assistance in 2009 highlighted weaknesses in HDI, especially in M&E and reporting systems, exacerbated by the re-profiling process and the demands it made on staff time. However with the limited partners though which DFID can provide assistance and the potential comparative advantage and geographic scope of UNDP - DFID remained engaged with HDI upon completion of our funding and created an informal HDI donor group. This has led to more concrete and coherent guidance to UNDP. During 2010 we engaged heavily with UNDP on the findings from DFID’s PCR and the Independent Assessment Missions. In addition UNDP reviewed their systems and took the necessary remedial steps, allowing DFID to consider supporting in the knowledge that funds will be used efficiently and effectively. (see lessons learnt)
3.1.4 UNDP has extended the programme phase by one year and 2011 is the final year. UNDP was allocated core funding to cover the current phase. However this did not factor in the additional year and core funding is insufficient to cover the resource needs. In addition other bilateral donors have prioritised assistance to LIFT (for example Australia). The risk of not funding HDI is a withdrawal from entire townships and/or states with the very real possibility that access would then be denied to UNDP in the future. UK and Sweden have been the strongest advocate for UNDP to remain assisting the immediate needs of communities, upon which the new programme can be build. 

3.1.5 The design of a successor programme has been initiated, DFID and Sweden have been requested and are taking an active part in advising on the design with the UNDP formulation team. 
3.2 Rural Economy Appraisal
3.2.1 Poverty in rural Burma is high. IHLCA, with its sample survey in 2005 of more than 18,000 households, concluded that an estimated 10% of the population are currently suffering from food poverty while 32% are living below the overall poverty line – suffering from inadequate food, nutrition and essential non-food items. There is also a significant proportion of the farming population who are landless (30%) or own less than 5 acres (37%). Agriculture and farm related activities provide livelihoods to more than 65% of the population.

3.2.2 WFP estimates that 10% of the population in Burma do not have enough to eat. The percentage of expenditure on food items as a percentage of total household expenditure is a widely used indicator to measure household access to food. On average 69% of all household expenditure is spent on food.

3.2.3 At 34.4 percent, representing 16 million children, the nationwide prevalence of moderately underweight children is high. There are important differences in prevalence of moderately underweight children between states/divisions. Nine states/divisions have a prevalence rate of 30 percent or greater and all have a rate higher than 20 percent. The situation is particularly alarming in northern Rakhine State, where 60.5 percent of children under five years of age are moderately underweight (58.5 percent in rural areas and 80.2 percent in urban areas) and 27 percent are severely underweight.
3.2.4 More than 60 different crops are grown in Burma, most of them food crops. The major share of land is used for rice cultivation (40%), with other major crops including pulses and soy beans. There is significant agricultural potential in Burma. The country is well located to increase supply to regional markets while meeting its food security needs. 
3.2.5 Poor rural villages are of little commercial interest to the private sector, given the labour intensive outreach necessary, and the inability of villagers to consume either services or products at a volume or level of interest to businesses. Remote villagers sell their produce or crops at farm gate prices to buyers offering a minimal price, since the cost of transporting their products would negate the extra price they might get for their relatively low volume of produce. 
3.2.6 Revitalising the rural economy requires a dramatic expansion in the amount of credit available in rural areas. The Myanmar Agricultural Development Bank (MADB) is the only formal financial institution able to loan money to farmers. However it has weak credit assessment skills, limited capital and is mandated to cover as many farmers as possible, thus loaning in insufficient quantities to meet needs. Although they have expressed interest in providing credit to farmers and have succeeded in doing so on small-scale pilot projects, MADB retains an effective monopoly on agricultural credit. There are a handful of private banks, but few outside the major cities, let alone in rural areas.
3.2.7 The economic situation of the rural poor has been dogged by low yields, low prices for their crops and lack of marketing information, skills and networks. Utilisation of inputs such as fertiliser is among the lowest in the region. Technical support, either from public or private agencies, is virtually nonexistent. Whilst the private sector is permitted to import and distribute fertilizer, for example, its ability to do so is constrained by the lack of a distribution network, prevailing import and export regulations and scarcity of foreign exchange. Facing increasing costs of inputs (fertiliser, livestock vaccinations etc) combined with a lack of adequate credit, while market prices fluctuate, rural people cut down on inputs and hired labour to maintain profit margins.
3.2.8 With approximately 15m people in rural areas not owning land, seasonal agricultural and off farm employment opportunities are critical. Yet these are becoming scarcer. According to the FAO/WFP (assessment reference), most of these households do not have work throughout the year.
3.2.9 A 2008 FAO/WFP crop and food security assessment mission found that households were employing a range of coping strategies to address food insecurity including: shifting consumption from high to low quality rice; selling of non-productive animals; temporary migration of household members to work elsewhere in the country; emigration to Malaysia and Thailand to work as illegal day labourers; and taking an advance, in the form of food, cash, or a combination of the two. 
3.2.10 Overall the rural economy has been in decline for several years. Despite improvement in policy in recent years (liberalisation of some agricultural markets, privatisation of agricultural state-owned enterprises and the removal of a requirement for farmers to sell rice to the authorities at very low prices), other oppressive policies remain. These are often applied inconsistently and arbitrarily, including across different regions within Burma.
3.2.11 National investment in agriculture and its sub-sectors have been limited by a lack of prioritisation, lack of capacity and based on infeasible plans and top down approaches. The result has been low productivity growth and increasing poverty in many rural areas.
3.3 Economic Appraisal 
3.3.1 Our cost-benefit analysis (CBA) concludes that the benefits of this project are likely to exceed the costs.  It reaches this conclusion by comparing the costs and benefits of each of outputs 1 - 3 separately.  The result is shown in the table below.  The potential returns from MF (Output 3) are especially high.  The smallest output in terms of cost – the assistance to SRGs to raise their repayment rates – does not generate sufficient quantifiable benefits in this single year to exceed the financial contribution.  However this is not sufficient to outweigh the returns on the rest of the programme.  We have not attempted to quantify the benefits from spending on monitoring and evaluation (Output 4).  The average and high case returns will hold true even if there is considerable variation in the range of assumptions we have made.  In the low case the return is more vulnerable but the likelihood of the low case in the three outputs individually or simultaneously is small.  We have taken the benefits from only the single year of the programme; taking into account longer-lasting effects would likely at least double the benefits in our view.

	
	
	Average
	High
	Low

	Increased food production of 22,800  poor and vulnerable households in the project area from agriculture, livestock, fisheries and forestry
	BCR
 (%)
	141.9
	193.5
	99.8

	Village community groups strengthened to implement village development priorities
	BCR (%)
	54.0
	75.9
	34.3

	Increased access to formally  managed financial services for poor households
	BCR (%)
	823
	1487
	221

	Total
	BCR (%)
	395.7
	685.9
	134.7


3.3.2 The work on monitoring and evaluation will be very important for improving the evidence and information base to support further phases of this programme in the future.  Too much of the CBA is based on assumptions.  The results chain is in some cases quite complex – for example, MF for investments that might otherwise be funded through borrowing from moneylenders – and supporting analysis is lacking.  

3.3.3 The negative return to the SRG work is a concern.  The fact that in a number of cases this will fund the final year in a three-year programme may explain why the return to this particular year is so poor.  Taking the three-year programme would almost certainly yield better returns, though without such an exercise it is not possible to state this for certain.  Nevertheless the analysis does raise questions about the cost effectiveness of improving the performance of a number of the groups, to which DFID and UNDP will pay particular attention in impact evaluation.  However non-quantifiable benefits have been outlines in section 2.2 and the institutional appraisal.
Rationale
3.3.4 Burma suffers from massive market and state failure simultaneously.  Information failures often prevent the private sector providing the poor with financial and other services.  In Burma this is compounded by significant government failures.  The private banking sector is over-regulated and state agricultural banks are not effective, particularly for poor farmers.  State provision of public goods and services of any sort is very limited.

3.3.5 UNDP’s Human Development Initiative has stepped in to some of the poorest areas in Burma to provide a range of services.  Finance is at the centre of a number of these interventions.  The potential returns are high, given how little finance there is in rural areas.  Moneylenders are able to charge upwards of 10 percent a month (over 200 percent a year when compounded) for credit.  In a more open market with less prohibitive bank regulation, MF might have become widely available.  In its absence HDI is filling a small part of the gap.

3.3.6 Burma also suffers from minimal public education and weak women’s empowerment.  HDI provides part of this public service by training poor women to form groups and to manage a revolving fund.  Although formal evidence is lacking in all policy areas in Burma, anecdotal evidence suggests, as elsewhere in the world, that women are more likely than men to use the income they earn to fund further investment in their children and in production.  The gap between the social and private return for investment in women is likely therefore to be higher than for men and this provides a rationale for public intervention to correct for a market bias towards financing men.  Moreover there is also evidence that economically powered women in Burma have more confidence to engage in village decisions that affect their lives and those of their children
.  These externalities make it worthwhile to use public money to help form groups and train their members provided there is a sufficiently high probability that these groups will become self-financing within an acceptable period of time.

Options Considered
3.3.7 UNDP is undoubtedly best-placed in terms of national reach to deliver this type of programme in Burma.  Options elsewhere are very limited due to the difficulties of obtaining official approval. UNDP is one of the few organisations permitted to work across the country.  PACT is the only officially recognised MF institution in the country.  
3.3.8 We considered whether DFID funding would be better placed within LIFT. However the LIFT Fund Board has decided not to fund ICDP/CDRT in the rest of the country. This is due to the fact that HDI looks to increase social cohesion through increasing livelihoods of community members, rather than focusing on livelihoods per se. In addition LIFT’s strategy has been to maintain a broad range of implementing partners, and with limited funds has taken the strategic decision to only fund one project of HDI – the Microfinance, which fits most strictly to LIFT’s purpose. 
Intervention Logic
3.3.9 The intervention logic is set out in the log-frame.  The project aims to improve wealth and well-being in the target areas.  It does this primarily by tackling the constraints that prevent a more desirable spread of production and consumption over time.  The means of relaxing these constraints are:

· Enabling rice storage so that more rice can be sold when prices are high and bought when they are low, while bulk trading ensures better prices in local markets;

· Providing seed capital for investment in livestock;

· Developing forest resources that widen the income earning opportunities for the landless poor;
· Providing the skills for groups of poor women to manage revolving funds that drastically increase the availability and reduce the cost of credit for investment;

· Expanding MF for micro businesses, primarily benefiting women and at a cost that reduces the risk of borrowing through a moneylender.

3.3.10 On the MF side an un-quantified part of the lending will be a transfer from local moneylenders to PACT (the MF institution) and the borrower.  If the investment would have gone ahead with money from a local moneylender, then there is no gain in physical assets as a result of the MF.  We discuss the implications of this under the Incremental Benefits section below.

3.3.11 Other parts of the programme support more indirect effects on the quality of life, for example: improving skills to increase productivity and wages; and empowering women to engage in wider village development activities.

3.3.12 The model for support is in many areas one of a not-for-profit investment institution.  Performance incentives are provided wherever possible.  For example, livestock investment is paid back through donation of part of the first litter; the revolving fund is lent out to members at interest rates similar to PACT’s; or members of rice banks are charged in rice for the service.  Not only do these charges provide incentives to beneficiaries but also contribute to sustainability.

3.3.13 The rest of this analysis presents both expected costs and benefits of this project in total and separated by the four project outputs.

Incremental Costs
3.3.14 The costs of the project are only the financial contributions from DFID, UNDP and other donors.  UNDP has assured us that it is providing no resources funded from elsewhere.  Villagers will devote their time to some of the activities – for example, training, managing SRGs, or raising livestock – but we have not attempted to quantify these.  Given the high level of poverty, we have assumed the total opportunity costs of time are negligible (in terms of income) relative to the financial contributions to the project.

The costs for the project are as follows:

Table 1: Project Costs (£m)
	Source
	Output 1
	Output 2
	Output 3
	Output 4
	Total

	DFID
	2.1
	0.4
	1.8
	0.6
	5.0

	UNDP and other donors
	2.4
	0.4
	2.3
	0.3
	5.3

	Total
	4.5
	0.8
	4.1
	0.9
	10.3


Incremental Benefits
3.3.15 We have made a number of assumptions for valuing the benefits that have been provided or validated by UNDP.  Where we have provided ranges, we have produced average, high and low benefit estimates.  As this is a one-year project, we have not attempted to discount the benefits.  However we recognise – and discuss in places – that sustained outcomes from these interventions would justify modelling the benefits beyond a single year with appropriate discounting.

3.3.16 We have used three exchange rates: UNDP’s kyat – dollar rate of 820; a dollar-sterling rate of 1.6; and from these two we have derived a kyat – sterling rate of 1,312.  All values have been converted into sterling.

Output 1
Output 1 is increased food production and consumption.  The components are:

· Improved rice and oil seed yields;

· Initial deposits for rice bank investors;

· Increased for livestock investment;

· More communal forests for use of the landless poor.

· Better agricultural techniques for own production and to raise wages for the poor in the labour market;

3.3.17 For rice and oil seeds we have taken the expected increase in yields per acre supplied by UNDP and multiplied it by the acreage the intervention will cover to derive an estimate of the total expected increase in production.  We have then used high and low price estimates to derive a total benefit in terms of the value of increased production.

3.3.18 For the rice banks, we have used as a conceptual model a counterfactual where farmers sell their rice at harvest and then use the cash to purchase rice through the year.  We have information to show that households on average will cut their meals for three months of the year from three-a-day to one.  Assuming the rice bank will enable 3 meals a day throughout the year, we have estimated the benefit as 2 months of normal rice consumption.  We have added to this an estimate of financing costs saved as a result of not borrowing from moneylenders for rice purchase in these lean months.  The costs of rice bank membership vary and we have not estimated these, therefore this benefit is biased upwards.

3.3.19 For livestock investment we have taken investment costs and the value of the livestock produced from UNDP’s data based on its past experiences of this intervention in Burma. These values have not been independently verified.  Recipients of this grant assistance must give part of their first litter back to UNDP, which is then provided to new beneficiaries.  We have not been able to get a value for this and consequently the return on the livestock investment will also be biased upwards.

3.3.20 Community forestry UNDP estimates will deliver benefits in 5 – 7 years.  We have used their estimates of the economic value per acre and the total acreage covered.  We have discounted the benefits at a rate of 10 percent.  The economic value does not include the considerable environmental value of forestry in a country where deforestation has been very rapid with the associated deterioration in soil quality.
3.3.21 We have attempted to value the training due to a lack of data on the effects either on own productivity or on wage rates.

The benefits of these interventions are shown in the table below.

Table 2: Benefits from Output 1 (£m)
	
	Average
	High
	Low

	Rice and oil seeds
	3.0
	4.5
	1.8

	Rice bank
	1.2
	1.9
	0.6

	Livestock
	1.8
	1.8
	1.8

	Forestry
	0.4
	0.5
	0.3

	Total
	6.3
	8.6
	4.5


Output 2
3.3.22 Support to many of the self-reliance groups (SRGs) forms the final year of a five-year programme.  The SRGs have not only satisfied a latent demand for credit but also empowered the women within the group to organise.  There is evidence from independent assessments that members of the SRGs are more confident and willing to speak out in village meetings.  There has been a knock-on effect therefore on village accountability to an important part of their membership, and one that is very important to DFID.

3.3.23 This context is important because the support proposed under this year’s funding for the SRGs is only aimed at improving their management.  The only measurable benefit of doing this is a higher repayment rate on the loans the SRGs make from their revolving funds.  Out of context, this might seem a marginal intervention.

3.3.24 Our interpretation of this benefit is that the higher repayment rate reflects lending for more productive purposes than previously.  UNDP has provided us with the average amount of SRG loans each year and the total number of SRGs from which we have derived total lending by SRGs.  We then adopted two approaches simultaneously:

3.3.25 We assumed that the improved repayment rate resulted entirely from more productive investments (rather than improved collection) and measured the value of the ten percentage point improvement in terms of returns on ten percent of annual lending by SRGs; and
3.3.26 We took the improvement in revolving fund capital and assumed this would re-lent six times during the year.

3.3.27 We explored the option of using the SRG lending rate as a proxy for the return on the projects.  However UNDP provided an estimate that the returns to borrowing from SRGs (after payment of interest) were between 10 and 25 percent and this seems a better measure of the benefit.  We have not been able to check the robustness of this estimate.

3.3.28 There is no methodology for valuing empowerment.  A model where women’s empowerment was instrumental to welfare improvements for women and the village as a whole might be feasible but has not been attempted here.  We have used a cruder approach to value both women’s empowerment and the particular importance of this for DFID by weighting the benefits of this output by 1.5.  This is not a robust approach; however, there is a strong case for giving some extra weight to these benefits.

The result of these assumptions is shown below.

Table 3: Benefits from Output 2 (£m)
	
	Average
	High
	Low

	SRGs
	0.4
	0.6
	0.3


Output 3
Output 3 covers MF.  

3.3.29 The simplest approach to calculating the value of the benefit would be to estimate the amount PACT lends and the return to the borrower and infer the benefit accordingly.  However this would ignore the fact that the alternative of borrowing from PACT is to borrow from a moneylender.  Where a borrower might otherwise have carried out an identical investment but with funds lent from a moneylender, there is no net gain in terms of the return to the investment.  Rather there is only a transfer from the moneylender to PACT.

3.3.30 The question is then our valuation of this transfer.  Anything between none or the whole of the transfer might be taken as a benefit depending on how we view borrowers and MFIs over moneylenders.
3.3.31 In the absence of firm evidence, we have made two assumptions in this regard:

· Half of the investment would have taken place anyway through moneylenders; and

· The whole of the transfer to the borrower is a benefit (but not to PACT).
3.3.32 The amount of lending we have taken as the contribution to PACT less a 5 percent provision for loan losses.  We have assumed that this amount is entirely lent out every month.  We were unable to get information on the average maturity of lending, so this is a very generous assumption.  It means effectively that monthly interest earnings are compounded over the year.  Moneylender rates are said to be between 10 and 20 percent per month.  Therefore the difference between pacts 3 percent lending rate and the moneylenders’ rate becomes very large over the course of the year.
3.3.33 The reported range of returns to MF borrowing is very large – from 25 to 200 percent.  To be consistent with the previous paragraph, we have assumed here that this return is earned on the whole donor contribution every month.

These assumptions generate the wide-ranging benefits in the table below.

Table 4: Benefits from Output 3 (£m)
	
	Average
	High
	Low

	MF
	34.0
	61.4
	9.1


Output 4

3.3.34 We have not attempted to value the benefits from monitoring and evaluation.  There clearly should be benefits from a better-designed programme as a result of attention to and specific resourcing of data collection and analysis.  This would be particularly difficult to value.  In effect we are assuming no benefits and that the costs are absorbed in returns to the other outputs.

Balance of Costs and Benefits
3.3.35 Table 5 below presents the balance between costs and benefits.  Outputs 1 and 3 generate strongly positive benefit – cost ratios (BCRs
), with the exception of the low case under Output 1.  Output 3 generates a negative ratio under all cases.  Overall there is a strongly positive BCR nevertheless.
3.3.36 As discussed above, Output 2 is the last year in a five-year programme for many of the SRGs and should not be judged in isolation from that overall programme.  This analysis nevertheless raises important questions about whether efforts to improve repayment rates in more of the SRGs represent good value for money.  One argument might be that not to do so would lead to their failure together with the gains to women’s empowerment in the village.  More rigorous analysis of the value of that empowerment – in itself or as an instrument for better welfare – is required before concluding whether this improves the value for money assessment.  There is no doubt that the SRGs themselves are important.  Should this work continue UNDP should consider carefully for the next programme the trade off between continuing work on failing SRGs and establishing new ones or investment the funds in other parts of the programme.

Table 5:
Costs and Benefits (£m)
	
	
	Average
	High
	Low

	Output 1
	Cost
	4.5
	4.5
	4.5

	
	Benefit
	6.3
	8.6
	4.5

	
	Ratio (%)
	141.9
	193.5
	99.8

	Output 2
	Cost
	0.8
	0.8
	0.8

	
	Benefit
	0.4
	0.6
	0.3

	
	Ratio (%)
	54.0
	75.9
	34.3

	Output 3
	Cost
	4.1
	4.1
	4.1

	
	Benefit
	34.0
	61.4
	9.1

	
	Ratio (%)
	823
	1487
	221

	Output 4
	Cost
	0.9
	0.9
	0.9

	Total
	Cost
	10.3
	10.3
	10.3

	
	Benefit
	40.8
	70.7
	13.9

	
	Ratio (%)
	395.7
	685.9
	134.7


Risk and Uncertainty
3.3.37 As will be clear from the analysis above, there is enormous uncertainty around the estimates provided here hence the large number of assumptions we have had to make.  The returns in MF are driving the high BCR in the average and high cases, and these in turn depend on assumptions about counterfactuals for the borrowers and the number of loans that will be made.

3.3.38 The high BCRs for the average and high case are robust to a wide variation in these two assumptions.  This is because the high case return is 200 percent and the average over 100 percent.  The ratio is vulnerable to low case outcomes.  At 25 percent the low case outturn seems unlikely though for a good MF programme.  Increasing it to 50% would make the low case more robust to variations in the other assumptions.

3.3.39 Output 1 is in some ways less complex and the assumptions behind it supported by stronger evidence.  In the low case costs slightly exceed the benefits and that is despite some costs (identified above) remaining unspecified.  The biggest single driver behind Output 1 benefits is the increase in paddy production.  A price just 10 percent above the lowest of the range provided by UNDP would be sufficient for a BCR greater than unity in the low case.

3.3.40 Attention to price in these assumptions is important.  There is no information on local price elasticities but there is evidence that too many farmers producing the same crop can send the local price plummeting for seasonable, perishable horticultural products.  

3.3.41 Finally, we have considered the impact of exchange rate changes.  The kyat is unusually strong at present.  Given the historically poor monetary management in Burma there is a high risk that it could depreciate by 25 percent or more relative to the rate used here.  This would reduce the total low case BCR to 113 percent.  Both Outputs 1 and 3 would maintain strongly positive BCRs in the average and high cases.

Incidence of Costs and Benefits
3.3.42 UNDP has taken care to select some of the poorest villages, as set out in the Social Appraisal.  There is evidence as well that the poorest of the poor are benefiting in a number of cases from charitable activities of SRGs.

Overall Conclusion
3.3.43 This analysis has shown some strong reasons to expect the benefits of assisting HDI to exceed the costs.  There are risks, but only with a combination of the lowest prices and returns likely across this range of activities would the costs exceed the benefits.  There is a strong case to extending the valuation of benefits beyond a single year, given that many of these interventions should have long-lasting effects.  While we have not done so here – as this would require further work on, for example, sustainability – a doubling of the benefits would not seem an unreasonable expectation.

3.3.44 UNDP should work on building a much firmer evidence base for HDI and filling in the many gaps in this analysis.  Within this should be a careful look at SRGs to establish a sensible, cost-effective strategy for helping those in danger of folding.
3.4 Social Appraisal
3.4.1  The UNDP Impact Assessment 2008 estimates for poverty gap
 show that the intensity of poverty in the UNDP programme villages is greater (8%) than the national rural estimate of 7% (IHLCA 2005 estimate).  The higher poverty gap ratio in the HDI villages/townships indicates that sustained pro-poor investments in these relatively more deprived areas will be needed to reduce poverty and vulnerability of the rural population. 

3.4.2 The rural population on average is less literate and have considerably less access to education services, primary health care and safe drinking water, and improved sanitation facilities. Apart from the agro-ecological and physical context which accounts for much of the isolation and economic and social disadvantages faced by rural people, political issues also impact negatively on rural populations. In these areas, tensions between military and armed ethnic groups as well as between rival ethnic groups often spill over into communities who live in or in proximity to contested areas. 
3.4.3 Lack of affordable credit for undertaking additional income generating activities, expanding current activities, or even to bring in the current crop is not really available for the poor from institutional sources such as the State agricultural bank or private banks, which require collateral that the poor do not have. Given the need and the lack of poor-friendly credit sources, the poor are forced to fall back on informal local moneylenders, at interest rates of up to 20% per month for loans without collateral.
3.4.4 An estimated 35% of HDI population are farmers. Another 21% are casual labourers and 32% are unpaid family workers. The remaining 12% engage in livestock, fishing, forestry, trading and services etc. Faced with declining fertility of the same land cultivated for generations, lack of new techniques and inputs to improve their productivity as well as rising costs, most rural communities are facing severe difficulties to meet those challenges. These challenges have also led to the deterioration of the social cohesion in many communities, with migration to other parts of the country or in neighbouring countries in search of work endemic in many rural areas. Since it is often the young and able-bodied who are the migrants, this places an additional strain on the remaining members of the community and its households.
3.4.5 The isolation of poor rural communities is a factor not only of distance and difficult terrain, but also of poverty, which makes frequent contact with township centres a costly and time-consuming activity. The inadequacy of support services by the public sector extends across all sectors, from agricultural, forestry, livestock extension services to public health services. The cost to communities to fill the gap between existing inadequate services and their needs is often prohibitive in monetary terms as well as opportunity cost terms, since institutional sources of technical support are located in township centres often far from villages. 
3.4.6 Previously the typical Burma village had households, village elders (decision makers) and young men and women that served as implementers of village level work and as social mobilizers.  Over time this system has eroded and in some communities has left a void, leading social cohesion to be very low and villages to be unstable in terms of potential conflict. In some communities there were no CBOs prior to HDI and where they existed, they did not represent all community members. The HDI has facilitated and promoted the formation and accountability and transparency of CBOs to build social cohesion. 
3.4.7 A significant portion of agricultural work, most notably during the paddy transplanting and harvesting seasons, but also in daily labour to supplement the family income, is done by women. In addition, women engage in activities that support the family income through various other overlooked ways. For example, most of the vegetables and other produce from household gardens and small-scale poultry raising activities are sold at local markets by women from small stalls or mats on local market days. The HDI has shown that village women – through SRGs and MF access, 99% members are women - if given capacity development and credit support, can engage in profit-making activities. 
3.4.8 Women’s participation in public life – such as in village meetings – is very low, as is their participation in and access to social networks. In rural Burma men are traditionally the heads of households and make most of the major decisions, while women may decide over household consumption and child rearing. The HDI SRGs have enabled women to do so in ways that have bolstered their self-esteem and confidence in a village society where they once sat wordless at the back of community meetings. The HDI will aim to increase the organisational capital of the communities, and in particular it will give a voice and the decision making opportunity to women.
3.4.9 Although the government has stated its commitment to the Millennium Development Goals, and while Burma is on track to meet some gender inequality goals (e.g. school enrolment), women are not included in any senior decision-making bodies and gender-based violence is of particular concern, especially in ethnic minority areas on the border affected by conflict
. 
3.4.10 The revitalisation and empowerment of local communities by encouraging the development of a civil society, including national NGOs, community-based organisations, women’s groups and other self-help groups is a vital component for delivery of assistance to Burma and to build the foundations for longer-term change
. There is a growing recognition that such groups not only increase the outreach, effectiveness and sustainability of international assistance programs, but also complement the state by providing additional social services and mobilising local resources for development
. 
3.4.11 Further social analysis is in Annex 5

3.5 Political Appraisal
3.5.1 The political environment in Burma remains challenging.  Changes in economic and agricultural policy will be essential for sustainable rural growth, but there are not yet any signs of sustained commitment to policies to benefit poor rural communities. Neither is it clear whether elections, and new Parliaments, will make it less risky in the future to challenge existing policies, and the vested interests they serve. The level of human rights abuses remains high.  
3.5.2 The programme does not try to challenge government policy directly, because the risks for UNDP and local individuals and communities in doing so are too high. Instead it works at a community level to build the long term foundations for poverty reduction and greater accountability, by strengthening social cohesion and the self-reliance of communities, in particular the poor people within them. This remains as appropriate and realistic a strategy for contributing to longer-term change in Burma as it was when DFID agreed to support HDI in 2004.
3.5.3 Burma has suffered more than six decades of internal conflict, which have hit communities in Burma’s ethnic minority areas hardest.  HDI has a strong focus in these areas, and by building the capacity of communities, it contributes to redressing the skewed relationship between the state and wider society, which is one of the main causes of fragility in Burma. 
3.5.4 At the moment, much of HDI’s work builds communities’ capacity to improve their own lives in the absence of an effective state (or in some cases in spite of the attentions of a predatory military states. The impact on the state-society relationship will be greater where HDI can support communities to work with others to start to address some of the reasons why the state fails to deliver. As the Institutional Appraisal notes, there are areas where HDI has already done this; more will be piloted in the course of this funding period.
3.5.5 DFID’s funding in Burma is provided within the parameters of the EU Council Decision, which minimises the risk of aid supporting an unaccountable and oppressive regime. The EUCD rules out normal development aid to the government, but allows non-humanitarian work in specific sectors through UN agencies, NGOs and local authorities.  Work on livelihoods, and support for local civil society, are permitted under the EUCD. UNDP’s mandate restrictions ensure that the activities in this programme comply with the EUCD: in fact UNDP’s cautious approach to interpreting its mandate has led to a narrower focus than that which is allowed under the EUCD.  
3.6 Institutional Appraisal 

3.6.1 The strong civil service and well-resourced basic services that Burma inherited at independence have declined during the years of military rule.  Rural communities in particular have become disconnected from government, as departments responsible for services (e.g. agricultural extension) no longer have the resourcing or capacity to provide them.  
3.6.2 In agriculture, the private sector has not filled this vacuum.  Villagers do not yet form a cohesive customer base for private sector suppliers to offer the technical support services and information dissemination that goes with the distribution/sale of agricultural inputs.  This leaves villagers with a need for capacity building and training in utilising new methods and products.  The knowledge gap is exemplified by such practices as using potent chemical fertiliser to kill fish that are then sold in villages or the market.
3.6.3 Institutional pro-poor micro-credit remains a largely unmet service, apart from the UNDP programme and those of some international NGOs.  The latter are limited in scope and coverage, but offer the potential for expansion. However, a legal framework that allows for poor-friendly micro-credit based on sound principles remains to be realised.  
3.6.4 NGOs, and other forms of civil society movements, also have the potential to support community capacity building.  The local NGO sector has grown and strengthened considerably since UNDP started HDI in the 1990s.  It still requires nurturing and capacity development, but with the right sort of support there are local organisations that could provide the sort of support that HDI provides in some areas of the country.  
3.6.5 The HDI approach to poverty reduction relies on community-level interventions to build community capacity, social cohesion and resilience, as well as improve the incomes of poor rural people.  It has demonstrated success in building institutions at a community level.  These may be sufficient to deliver the poverty reduction gains at purpose level (evidence to be collected in this phase will confirm that).  

3.6.6 This institution-building at community level also contributes to the foundations for future societal change.  For this potential to be realised, UNDP needs to support communities to build linkages with others outside the community who can achieve changes that the community itself cannot achieve.  There are examples where HDI has already done this – for example helping communities obtain community forestry certificates to secure their land use rights.  In this proposal, UNDP plans to pilot more examples of linkages between groups, communities and local service providers.  In the long term, this work will be an important contribution to changing the relationship between communities, society and the state. 

3.6.7 A normal UNDP programme would invest more upstream in building capacity and the policy and service delivery provider level.  In the Burma context, a lack of government commitment to human development, or policies to improve the lives of poor people, suggest that the returns from investing more at this level would be questionable.  

3.6.8 There are other community development activities in Burma, some of which may be as effective or more effective in individual communities.  But none has the geographical coverage of HDI, which makes ongoing support to HDI to improve its impact a worthwhile investment.
3.7 Environmental Appraisal 
3.7.1 Environmental issues relating to the programme are significant. Up to 70 percent of the population rely on the country’s natural resource base for their livelihoods.  Natural resource management is therefore of paramount importance to sustainable development and improved local livelihoods. The programme has potential to contribute to both long-term environmental benefits and risks.  Increased access to improved agricultural inputs and technical assistance can contribute to improved environmental management for agricultural production. Potential long-term risks are associated with inappropriate use of fertilisers and poor soil and water management.  The implementation of sustainable natural resource management strategies is highly dependent upon human and institutional capacities, and the overall enabling policy and legal environment.  
3.7.2 Natural calamities have increased in incidence in recent years, predominantly affecting the rural population. Communities in Rakhine and the Ayeyarwaddy delta have been seriously affected by several cyclones in the last three years. These cyclones have left communities with damaged crops and severely crimped their livelihoods for at least a couple of seasons. 
3.7.3 Since Cyclone Nargis, however, the government committed to formulate and implement a national disaster preparedness plan. As a result of a more effective early warning operation by local authorities and the Red Cross, the loss of life was much lower for Cyclone Giri than in Cyclone Nargis in 2008 (a storm of comparable strength). This augurs well for the introduction of policies that support sustainable natural resource management practices, as all stakeholders now recognize the importance of such practices and of a sound environment.
3.7.4 The Environmental Screening Note is attached at Annex 6.
3.8 Lessons  Learnt

3.8.1 The 2009 impact assessment of ICDP/CDRT found that 74% of the beneficiaries of HDI perceive that the ICDP/CDRT projects have given them noticeably improved livelihoods. Food security had increased (month without the need for borrowing food) up to 1.2 months. Ownership and access to productive assets, which include access to pesticides, fungicides, fertilise, compost and draught animals is between 19% and 13% higher in HDI villages. Debt of SRG members to relatives/friends and moneylenders was 22% and 11% less respectively compared to non-SRG members.
3.8.2 The 2 UNDP SRG studies
 found that SRG value for most women group members extends beyond access to credit, increased income, and income-generating success. SRG members describe dramatically increased social mobility and social interaction. For many women this has increased their confidence to speak in public, including at village meetings, participation in which, in the villages covered in this study, was formerly limited to men. Many SRG members report having “learned how to speak” so that they now can “hold their heads high” and “dare to speak” to wealthier and socially more powerful people by whom they formerly felt scorned. The changes in SRG members’ senses of self are linked to changes in the ways they interact with their husbands and to alterations in household decision-making processes. Nearly all women in the studies report having increased input into household decision-making. A large majority of interviewees who report significant quarrelling with their spouse, and in some cases domestic abuse before becoming involved in an SRG say that the incidence has declined subsequent to SRG membership. 
3.8.3 The 2010 IAM was reviewed by the informal donor group in November 2010, and the major lessons and donor comments were communicated to UNDP by DFID on behalf of Australia, Sweden, Denmark and Norway.
3.8.4 The report highlighted positive aspects of the implementation such as the MF project as a whole, a comparative study of SRGs and CBOs as part of the impact assessment strategy, the linking of SRGs with the MF project and pilot activities to increase market access. 
3.8.5 However the report noted that the overall impact of HDI has been modest, and the team could not support the continuation of the project in their present form beyond 2011. This conclusion was based on the fact that UNDP interpreted its mandate as needing to undertake activities in all the areas mentioned (primary health care, environment, HIV/AIDS, training and education and food security). In addition a very wide range of activities have been identified within these areas. Overtime new activities have been added without a strategic rationale. It has been impossible to provide adequate technical staff for this wide range of activities and resources have been spread too thinly without adequate support to make an impact. 
3.8.6 With this in mind, DFID with other donors have agreed to only fund “core activities” of HDI, represented in this project document. In addition UNDP have a strategy in place to fund far fewer but a more intensive set activities in communities and the M&E unit has been augmented and linked to programme units so that changes can be made in a timely manner to ensure results at outcome level will be achieved. Lastly technical staff have now been put in place to advise on the more limited set of technical activities.
4. IMPLEMENTATION

4.1 DFID Programme Management Arrangements

4.1.1 DFID Burma’s Livelihood Adviser will manage DFID’s contribution to the programme. The Livelihoods Adviser will liaise with UNDP and lead on the overall policy implications, with the DFID Governance Adviser forming the core advisory/management team. DFID Burma’s Programme Officer will have day-to-day operational responsibility for supervision of DFID’s contribution to the programme with inputs and engagement from other DFID Burma staff, including Advisers and Head of Office as required. 
4.1.2 UNDP will be funded through a bilateral MoU. UNDP will be fully responsible for all aspects of implementation, including: setting interim objectives, delivering results, managing finances and procurement, human resources, security of staff and property. Significant changes will be discussed and agreed in advance with DFID. Failure to notify DFID of changes in operations may result in withdrawal of DFID funding. Any revision to achieving the agreed objectives will be discussed and remedies sought. 
4.1.3 ICDP/CDRT and IHLCA will be directly executed by UNDP, with a cadre of 924 staff directly recruited and managed by UNDP country office. The total staff costs are 650,000 or 13%. 70% of the staff are project trainers and facilitators. Project inputs are delivered directly by project staff through a network of township offices staffed by community development workers as well as a small complement of administrative support staff. The programme work in each of the regions is coordinated by area coordinators, who monitor and coordinate the work of the township teams.
4.1.4 The MF programme will be implemented by PACT, an international NGO, with loans delivered to the beneficiaries directly by project staff recruited and managed by PACT.
4.1.5 Overall programme management and direction is provided by the UNDP country office. The country office is now reconfigured to better align its structure with the needs of the programme. The day to day management of project implementation rests with the project managers. The programme units ensure project compliance with stated outputs, timelines, budgets and provides guidance and support to the project management. UNDP, in agreement with DFID, will hire a DFID recommended consultant to assess the project results against the logframe and project document to form the basis of the project completion report.

4.1.6 Project boards are being established, chaired by the Resident Representative or Deputy for Programme, to regularly assess project progress towards achievement of the expected programme outcomes. Project board members include community representatives, donor representatives, project managers, policy unit and M&E unit members.
4.1.7 This programme is not undertaken through the Government of Burma.  However the UNDP project team will maintain contact with the relevant government authorities to exchange information. 
4.2 Timing

4.2.1 The overall programme phase of HDI IV began in 2003 and will finish 31st December 2011. The DFID programme will begin January 2011 and end December 2011, the last year of the current phase.

4.3 Funding

4.3.1 DFID will contribute up to £5 million to HDI, over 2 financial years. It is anticipated that DFID will disburse £1.5m in FY 10/11 and £3.5m in FY 11/12. DFID’s first tranche of funding will be transferred to UNDP’s bank account following signature of an agreement between the two organisations.
4.3.2 An overall budget is attached in Annex 4. A detailed budget, including sub-budget lines will be submitted to DFID prior to signature of an agreement.

4.3.3 The total budget for all HDI (core and non core) for 2011 is US$21,468,588. 
4.3.4 The estimated financial requirement for core activities under this programme memorandum and logframe for 2011 is US$16.48m, inclusive of UNDP Core US$3.24m, Denmark US$1.34m,  Sweden US$0.2m, USAID US$0.97m and LIFT US$2.73m (18% attributed to DFID funding).
4.4 Contracting and Procurement

4.4.1 UN contracting and procurement procedures will be followed in all cases.  
4.5 Accounting and Auditing 

4.5.1 UNDP will administer and account for DFID’s contribution in accordance with its financial regulations and other applicable rules and procedures and practices. UNDP will maintain a separate ledger account in respect of HDI. UNDP will keep a separate record of accounts for the project. 

4.5.2 UNDP will provide to DFID all or parts of the following reports, prepared in accordance with UNDP’s accounting and reporting procedures:

· A 6 month mid-term financial report 
· Within 1 month of the date of termination an financial report against the agreed budget

· Within 3 months a final certified financial statement of the DFID contribution.
4.6 Monitoring and Reporting

4.6.1 A dedicated monitoring and evaluation unit has been established to ensure robust M&E systems are in place. The unit will not only monitor project status and progress, but will also focus on beneficiary feedback mechanisms and implementation of external review recommendations. In addition the unit will consolidate lessons and best practice together with the programme and policy units, to identify necessary changes to the programme.
4.6.2 UNDP will monitor and report against the agreed logframe. The logframe will be reviewed on a regular basis and output indicators updated as and when further project and activity level commitments are made.
4.6.3 UNDP will provide DFID the following narrative reports, prepared in accordance with UNDP’s accounting and reporting procedures:

· 6 month mid-term narrative report of progress against the logframe

· Within 1 month of the date termination a final narrative report of progress against the logframe, upon which DFID will base its project completion report.

5. RISKS

5.1 Overall Risks

5.1.1 The overall risk rating for the programme is medium
	Risk
	Impact
	Likelihood
	Mitigating Action

	Political Risk
2011 Parliamentary processes bring a change in key Government personnel.

Political interference in geographic and funding allocations

Restrictions on access (see below)

Fluctuating relationships between the Government and UNDP influencing HDI’s performance and  existence
	Medium

	Medium
	- Mechanisms in place for township staff to report to Yangon on local level political issues that affect project implementation

- Regular dialogue between UNDP staff and a range of political actors who can influence political decision making
- UNRC ensures that the programming needs of HDI are well understood and enabled by relevant government authorities



	Lack of Trust/Access

Lack of trust between communities/authorities may affect delivery to a point that operational freedom is limited

Access restrictions make it impossible to reach priority target populations.

Microfinance regulations put in place that restrict rather than promote the expansion of MF


	High
	Medium
	- Transparency and other trust building measures to be put in place

- Adequate relations with the authorities maintained

- Communications strategy put in place, reporting on benefits and results – appropriate to the audience

- MF programme staff engage with government on international good practice for MF regulation



	Impact
Activities supported by the HDI are too diverse and fragmented to have wider impact 

Project units do not ensure links are made and advice acted upon from the M&E unit


	High
	Low
	- Funding only used for limited activities within the logframe

- Influence other donors to fund HDI in line with strategy of this project 

- Continued discussion with UNDP (with support from other donors) to agree on a limited number of priorities for funding outside this project
- Project selection criteria to include likelihood of generating benefits that outweigh costs
- Cost Benefit analysis embedded in the M&E process



	Funding Gap

Donors pledge insufficient funds and/or fail to disburse on time

US pressure leads to UNDP funding withdrawal


	Low
	Low
	- UNDP to agree priorities based on financial resources available

-Continued coordination amongst donors

- Liaise closely with UK Mission in New York

	Insufficient Human Resources

UNDP does not have the expertise/ experience to deliver the programme’s objectives
	High
	Medium
	- Donor group discussion with UNDP and HDI on personnel

- Clear performance targets set for staff
-External assistance sought when needed


5.2 Fiduciary Risk
5.2.1 All programme funds are managed by UNDP directly, through a direct implementation model.  DFID and other donors are able to visit project villages (subject to government travel authorisation, which has usually been obtainable) and talk to project beneficiaries directly on their experience of the programme.  In addition to annual multi-donor visits DFID has joined routine monitoring visits by UNDP staff.  

5.2.2 There have been annual project audits since 2004, covering both the country office systems and the field offices. Given the breadth of the field offices, the audits have taken sample audits at field level based on the number and magnitude of financial transactions focussing on the higher end. A project audit will take place in 2011. 

5.2.3 UNDP has robust oversight systems to assess and manage the grants it gives to community organisations and individuals, to guard against capture by local or national officials.  Mechanisms for community accountability and oversight operate separately from the government’s Peace and Development Council structures at the village level, although VPDC members are sometimes members of the group.  

5.2.4 Allegations of misuse of UNDP emergency response funds in Chin State in 2009 were fully investigated by UNDP, to the satisfaction of DFID’s Internal Audit Department.  Although this funding was separate from DFID’s support to HDI, the funding passed through the same systems, and the prompt response by UNDP’s Internal Oversight Unit provides assurance that any similar concerns in the context of HDI would be addressed.  

6. CONDITIONALITY

6.1 HDI has been and will continue to be implemented within the parameters of the EU Common Position which was adopted by the EU in 1996 and revised in 2004, and in 2009, agreed as EU Common Decision. The EU Common Decision, which suspends aid, except to certain sectors and certain delivery mechanisms, is a response to concerns over lack of progress with political transition and human rights.
6.2 UNDP’s mandate in Burma is restricted by a decision of the Executive Board in 1993, and through its consecutive decisions most recently June 2010. The Board decided that “until a country programme for Burma is considered at an appropriate time”, all assistance from UNDP should be targeted towards programmes having grass-roots-level impact.

6.3 UNDP works under an additional restriction based on US legislation (attached to the 1996 annual budget Appropriations Bill) - which has since expired, but is still in play. This states that the US will subtract from its core funding to UNDP the equivalent of any money UNDP spends in Burma on anything that does not focus on “eliminating human suffering and addressing the needs of the poor”.
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DRAFT Purposive Studies and Pilot Activities – finalisation to be agreed in writing with DFID
UNDP Burma’s Human Development Initiative (HDI) is in its fourth phase and runs through December 2011. UNDP has now embarked on a process of formulating a successor programme for 2012-2015. At the Board meeting in September 2010, the Executive Board recommended “that UNDP initiate, as soon as possible, within the full potential of the existing mandate, the design of programming activities from 2012 onwards, taking into account the recommendations of the independent assessment mission”.

In keeping with the Executive Board decision, the UNDP Country Office has initiated the successor programme formulation process, taking the IAM observations and recommendations as well as those of donors, particularly the donor partnership group, as a starting point for consideration and discussion. The country office has also taken into consideration UNDP’s organizational priorities and comparative advantages.

As a result of these first considerations, the country office envisages that the successor programme will be based on the following principles:

· The programme will focus on initiatives aimed at contributing to the achievement of Millennium Development Goals (MDG) 1, 3 and 7 in Burma as its core service areas

· Within the framework of the MDGs, the programme will focus on strengthening community capacities to improve their livelihoods through improved on-farm and off-farm income generating opportunities and sustainable use of natural resources.

· Good governance and gender equality and women’s empowerment will be overarching principles that will be incorporated in all programme initiatives.

The HDI has collected a significant store of experience through its four phases to date. These experiences will inform the formulation of the new programme. However, as noted by the IAM, there is a need to refocus the new programme in terms of thematic areas as well as targeting.

A review of the HDI’s work as well as discussions with the IAM and donors has not only highlighted the need for additional inputs on the conceptual framework of the next programme, but also led to the identification of certain areas that require more research and analysis. These include issues relating to gender and women’s empowerment, targeted interventions including safety nets for the poorest of the poor and most vulnerable, deeper and more detailed understanding of the dynamics of poverty – including its relation to livelihoods and the social and institutional aspects of life and their impact on households, and the incorporation of human rights based approaches in local interventions. 

The following paragraphs give brief descriptions of the studies that the UNDP Country Office Policy Unit plans to undertake, in addition to a consultancy review of potential operating modalities for the future (including through local NGO partners) and the resources needed.

1. Gender: A study of the situation and role of women in rural areas (MDG 3)

HDI has been very successful in targeting women through MF and Self-Reliance Groups and the participation of women in various village forums. However, the programme to date has not gone beyond the immediate business activities resulting from the loan, nor into decision-making within the family on utilization of income, and to what degree women economic empowerment has resulted in acceptance by husbands as well as the community of women as being inherently equal in stature as men. Other aspects that need study include whether utilization of income earned by women, if used for children in the family, is used equally for girls as for boys in the family in education and health, for example.

The objective of this study would be to gain more knowledge and data on the gender dynamics within a family and on the situation and role of rural and vulnerable women, including changes (or lack of change) brought about by economic improvement. This would give an indicative baseline against which to measure progress on MDG 3, and would also help in the design of pilots to test models of interventions.

The study would be undertaken in four different regions in Burma in sectors and areas of intervention that are being considered for the future programme. The findings and knowledge obtained from the study would be used to design pilots in mid-2011 and feed into planned interventions and activities in the new programme.

Resources required

A gender expert/consultant is required to develop the study, develop the methodology and implementation plan, and to analyse the results after the field study has been completed. A team of national consultants will be required to implement the study in the communities.

Timing

The Country office expects to initiate this work during January.

2. Study on the causality in changes to the household economy in different regions 2005-2010 (MDG 1)

One of the objectives of the formulation and programme design team is to define a realistic end state for the programme. Much still needs to be learnt about the ways in which villagers cope with the pressures of poverty, including the pursuit of employment, the use of income (either in hand or expected), the relationships between the poor and the better off, the linkages with markets and the choices villagers have to make in regard to their produce/products, etc. This knowledge is important not only for defining the start and expected end-state of the programme, and to formulate a results framework for the programme. It is important also for determining the critical mass and type of resources needed at the household level to achieve significant impact on livelihoods.

The starting point for the study will be a desk review of the IHLCA panel survey data and qualitative research. The latter would be carried out through a small survey of some of the same households that were the source of the panel data, who have also experienced either an increase or reduction in expenditure levels, to ascertain the causes of the change. This information would be used to design pilots to address those causes, and results fed into the design of interventions under the new programme as appropriate.

Resources required

Assistance from IHLCA team and international experts tied to the IHLCA. A team of national consultants will be required to implement the study in the communities and international consultants may be needed in design and analysis of the study.

Timing

The Country office expects to initiate this work during January-February.

3. Human Rights Based Approaches

The country office considers rights-based approaches to be an integral and necessary part of the programme. HDI has in some ways already put in place some implicit measures through its CBO and group modalities. However, this needs to be expanded in a way that includes awareness and practice of principles within communities and groups as well as with township level service providers and line departments.  This is related to the fact that many if not most villagers are but dimly aware, if at all, that they have a right to approach public services for assistance, and where they are aware, lack the confidence to approach in a meaningful way the duty bearers whose responsibility it is to provide those services.  At the same time, promotion at the village end could lead to disillusionment and cynicism if public service departments, which are traditionally top-down and directive in their approach, are not more sensitive and responsive to community perspectives and needs. Thus this initiative will need to be closely linked with other studies/pilots relating to facilitating the linkage with service providers (public as well as private) at the township. 

Given the Burma context, the incorporation of such approaches will need to take into account local sensitivities as well as best practices globally as well as within the region, particularly in similar contexts, as well as initiatives that may already have taken place in-country. 

Under this policy unit initiative, the CO plans to get expert advice on how to best apply a Human Rights Based Approach in the context of Burma and the new UNDP programme. This will feed into project formulation and staff capacity building.

Resources required

The CO plans to get conceptual support from UNDP’s regional centres. In addition, support in the form of experts/practitioners/consultants will be required for coordinated planning with the design(ers) of other technical/thematic components of the programme, and for training of core staff.

Timing  

The CO envisages that this work will be undertaken January-March 2011, in order for the RBA approaches to be incorporated into the programme design. The initiative will be completed by appropriate training later in the year.

4. Linkages with township level service providers

The EB mandate calls for the programme to pursue sustainable impact on the welfare of communities. Elements for sustainability are at lack in the current HDI. One of the problematic issues from the perspective of mandate interpretation is the linkage with entities external to the communities. 

The main potential source of support and interaction with communities at the township and extra-village level are the public sector service providers such as the agricultural and livestock extension services, and private commercial actors. The private sector has the potential for useful linkages with communities, but at the moment is still nascent in terms of recognising the benefits of providing support to communities, particularly poor villages. The public sector departments have a government mandate to deliver technical support to communities. However, while technical capacity in terms of human resources still remains, linkages with communities have frayed in recent decades. Exploring avenues for strengthening the sensitivity and responsiveness of service providers to community concerns thus includes elements not only of technical appropriateness (such as in inclusive and responsive township planning) but also of governance practices.

Governance has been an integral element in the HDI programme, through its advocacy of inclusion of all groups in the decision-making process for project supported activities, from participatory needs assessments and prioritization to management of CBOs and SRGs. 

Building on these experiences, the CO is considering options for other governance activities within the communities, such as the potential of traditional community structures (e.g. village elders, young people’s groups) outside of the official village administrative mechanisms to take on a facilitative and enabling role in the communities. 

Resources required

The Policy unit plans to use a DFID identified expert in defining options for introducing and strengthening such governance initiatives, including on how to best build in local peace building mechanisms into programming (especially for conflict prone areas) in the context of Burma. This is expected to be followed up by subsequent staff capacity building.

As with RBA initiatives, the country office intends to seek conceptual support from the UNDP regional centres as well as from BCPR for such advice. In addition, UNDP will also engage consultants for practical applications and activities, and for the detailing of capacity building of staff, as this is an area where human resources would benefit from such capacity development.

Timing  

The country office expects to initiate this work during January-March initially.

5. Cost-benefit analysis of different livelihood activities for different socio-economic groups.

HDI has supported a variety of activities intended to help poor villagers improve their food security and incomes. However, there has been no purposive effort to analyse the comparative costs and benefits of these activities, and the appropriateness of such activities for specific contexts and target groups. Furthermore, there has been no up-to-date assessment of additional livelihood related activities and products and services that villagers could engage in, and of the various elements that would be needed for villagers to be able to take up these activities on a sustainable basis.

The country office would like to field such a comparative study of existing and additional livelihood activities, the results of which would feed into the planning for the next programme, and into a pilot(s) to test the viability of the strategies, modalities and viability of activities that indicate a high or good degree of success.

Resources required

Technical experts/consultants in agriculture, livestock, fisheries, etc. with value chain related expertise if possible, and local consultants, in consultation with DFID.
Timing  

The country office expects to initiate this work during January-March.

6. Rural market linkages

HDI support for livelihood activities have been largely confined to within village support, with the farm gate being the point of sale for many activities. This has had at least two drawbacks: prices received for products are less than they could be if there were access to wider markets, and a market-led strategy would have more chance of products being saleable/ in demand. 

The country office would like to study in what ways the new programme could effectively and feasibly address issues of market access.  Such a study would also take into account the different types of market players from the village level upwards to township level entities. Such information would be of value for the formulation of income generating activities and interventions with the potential to expand and be more sustainable, and which could be piloted to test possible strategies.

Resources required

The Policy unit plans to use a DFID identified expert in defining such a study and identify subsequent pilots which require technical expertise/ consultants with experience of market-related interventions and value chain analysis. 

Timing  

The Country office expects to initiate this work during January-March.
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Geographic Focus
[image: image1.emf]List of HDI Townships to be implemented by DfiD fund in 2011

No Township Project Remark No Township Project Remark

SHAN SHAN

1

Ywangan

ICDP

Overlapped with MF

1

Ywangan

MF

Overlapped with ICDP

2

Pindaya

ICDP

Overlapped with MF

2

Pindaya

MF

Overlapped with ICDP

3

Kalaw

ICDP

Overlapped with MF

3

Kalaw

MF

Overlapped with ICDP

4

Nyaungshwe

ICDP

Overlapped with MF

4

Nyaungshwe

MF

Overlapped with ICDP

5

Pinlaung

ICDP

Overlapped with MF

5

Pinlaung

MF

Overlapped with ICDP

6

Pekone

ICDP

7

Hsipaw

ICDP

DRY ZONE

8

Kyaukme

ICDP

6

Chaung-U

MF

Overlapped with ICDP

9

Naungcho

ICDP

7

Kyaukpadaung

MF

Overlapped with ICDP

DRY ZONE

8

Magway

MF

Overlapped with ICDP

10

Chaung-U

ICDP

Overlapped with MF

9

Chauk

MF

11

Kyaukpadaung

ICDP

Overlapped with MF

10

Yenanchaung

MF

12

Magway

ICDP

Overlapped with MF

11

Taungdwingyi

MF

13

Pakokku

ICDP

12

Nyaung U

MF

14

Sinbaungwe

ICDP

13

Thaungtha

MF

15

Thayet

ICDP

14

Ayardaw

MF

16

Kanma

ICDP

15

Myaung

MF

DELTA

17

Bogalay

ICDP

Overlapped with MF

DELTA

18

Mawlamyainggyun

ICDP

Overlapped with MF

16

Bogalay

MF

Overlapped with ICDP

19

Laputta

ICDP

Overlapped with MF

17

Mawlamyainggyun

MF

Overlapped with ICDP

20

Ngapudaw

ICDP

18

Laputta

MF

Overlapped with ICDP

21

Kyaiklat

ICDP

19

Nyaungdone

MF

22

Yegyi

ICDP

20

Pantanaw

MF

Kayah

21

Zalun

MF

23

Loikaw

ICDP

22

Danuphu

MF

RAKHINE

1

Maungdaw

CDRT

Summary of HDI Townships

2

Buthidaung

CDRT

No Project

# of 

township

Remark

3

Mrauk-U

CDRT

1 ICDP project 23

4

Kyauktaw

CDRT

2 CDRT project 26

2 townships manged by one office 

in Kachin, 1 Giri tsh

5

Minbya

CDRT GIRI

3 MF project 22

6

Rethetaung

CDRT

Total township 71

CHIN

Overlap of ICDP & MF 11

7

Falam

CDRT

Net total townships 60

8

Tiddim

CDRT

9

Thantlang

CDRT

10

Haka

CDRT

11

Paletwa

CDRT

12

Tongzan

CDRT

13

Mindat

CDRT

14

Madupi

CDRT

15

Kanpetlet

CDRT

KACHIN

16

Myitkyina

CDRT

17

Waingmaw

CDRT

18

Ta Naing

CDRT

19

Man-si

CDRT

20

Mo Mauk

CDRT

21

Putao

CDRT

Managed by one office

22

Ma Chan Baw

CDRT

MON

23

Kyaikhto

CDRT

24

Bilin

CDRT

25

Kyaikmaraw

CDRT

KAYIIN

26

Hpa-an

CDRT
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Logframe
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Budget
	Description of proposed DFID inputs by budget line US$
	

	No
	Budget Description
	ICDP/CDRT
	Micro-finance
	IHLCA
	Policy and Programme Design
	M & E
	Total Proposed Budget (DFID)
	Total Budget (whole of HDI)
	DfiD's Share (%)

	1
	Project staff salary
	309,567
	54,469
	93,458
	
	224,542
	682,036
	5,087,621
	13%

	2
	Travel
	44,865
	17,367
	
	
	16,822
	79,054
	703,186
	11%

	3
	Equipment, furniture, materials 
	31,405
	-
	
	
	
	31,405
	453,082
	7%

	4
	Supplies
	4,486
	-
	
	
	
	4,486
	58,926
	8%

	5
	IT equipment, rental and maintenance
	897
	-
	
	
	
	897
	11,785
	8%

	6
	Rental and maintenance
	39,481
	789
	
	
	
	40,270
	519,338
	8%

	7
	Miscellaneous
	13,459
	6,315
	
	
	14,405
	34,179
	224,387
	15%

	8
	Contractual service
	-
	2,669,340
	
	407,782
	116,822
	3,193,944
	6,889,068
	46%

	9
	Training and workshop
	4,487
	-
	46,729
	
	42,056
	93,272
	282,112
	33%

	10
	Community capacity building 
	543,456
	-
	
	
	
	543,456
	971,982
	56%

	11
	Community livelihood input
	2,779,859
	-
	
	
	
	2,779,859
	5,208,175
	53%

	 
	Total project direct cost
	3,771,962
	2,748,280
	140,187
	407,782
	414,648
	7,482,859
	20,001,881
	37%

	 
	GMS (7%)
	264,037
	192,380
	9,813
	28,545
	29,025
	523,800
	1,058,924
	 

	 
	Total proposed project cost
	4,036,000
	2,940,660
	150,000
	436,327
	443,673
	8,006,658
	21,468,588
	37%

	
	Total proposed project costs (Pounds)
	2,522,500.0
	1,837,912.3
	93,750.0
	272,704.2
	277,295.6
	5,004,162
	13,417,868
	37%
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Social Appraisal
Introduction
The goal of the project is to contribute to poverty reduction in Burma through improved livelihoods of poor villagers in rural communities. The rationale for the intervention is that livelihood constraints form a basic obstacle to improving other aspects of villagers’ lives, such as health and education. Villagers in the poorest areas targeted by the intervention face the challenges of food insecurity and related challenges of income poverty. 
The IHLCA produced a national rural poverty estimate of 36%, but the IA sample household survey estimated the head count of poverty in UNDP villages at 43%, confirming the higher poverty incidence in those areas targeted by the UNDP programme.  The UNDP Impact Assessment 2008 estimates for poverty gap
 show that the intensity of poverty in the UNDP programme villages is greater (8%) than the national rural estimate of 7% (IHLCA 2005 estimate).  The higher poverty gap ratio in the HDI villages/townships indicates that sustained pro‐poor investments in these relatively more deprived areas will be needed to reduce poverty and vulnerability of the rural population.

The challenges in reducing poverty, particularly for grassroots communities, include the capacity of villagers and village institutions to increase their productivity and engage in income increasing activities, the ability of service providers to respond to village needs and of villagers to seek and access those services, the development of a civil society that advocates for communities and facilitates services, and positive government policies that supports the communities.
This social appraisal outlines the social context of the project and explains the conceptual linkages between the social issues identified and the project design and outputs that have been chosen.
Social and contextual analysis

A country once known for its natural resources and the socio-economic well-being of its people, Burma is now one of the poorest in South-East Asia. Poverty affects much of the population. The country’s estimated population of 56.2 million
 is made up of diverse ethnic and religious groups that enrich the society with multicultural and multiethnic communities. Burma society is made up of 135 ethnic races including such major races as the Mon, Rakhine, Shan, Kachin, Kayah, Karen and Chin (who give their names to the seven States in the country. Bamars constitute a majority - an estimated three quarters of the country’s population – and have their traditional home in the seven Divisions that make up the rest of the country. The society embraces Chinese, Indian and Middle-eastern descents. An estimated 89% of the population practice Buddhism (mostly Theravada), 4% Christianity, 4% Islam and 2% Hinduism and Chinese religions.

Overall poverty and food poverty in rural Burma, where more than 70% of the country’s population reside, is considerably higher than in the urban area. There are considerable disparities in poverty between states/divisions and between townships within a state/division. According to the UNDP Integrated Household Living Conditions Assessment (IHLCA), Chin State has the highest incidence of poverty, followed by eastern Shan State, northern Shan State and Kachin State.  Characterised by hilly, mountainous agro-ecological areas, these are areas where agriculture is particularly difficult and population settlements are small and dispersed, and physical accessibility provided by transport and communications is severely constrained.

The majority rural poor are either deprived of adequate food intake, or have to skimp on everything else. The rural poor deploy varying strategies to cope with their inability to access adequate food. The IA household survey identified three coping strategies that are deployed by the poor: shift to cheaper food, skip a meal, and skip meals whole day at least once. Other coping strategies adopted by the poor include sale of labour in advance, sales of crops in advance, migration to other parts of the country or neighbouring countries in search of jobs, and securing loan financing to meet food and essential household expenditures.

The challenge of meeting this most basic of needs has negative consequences for the social needs of households. For the poor, education and health are among the first casualties in prioritising their areas of need. The rural population on average is less literate and have considerably less access to education services, primary health care and safe drinking water, and improved sanitation facilities. Only child immunization coverage has reached rural areas relatively effectively.

Apart from the agro-ecological and physical context which accounts for much of the isolation and economic and social disadvantages faced by rural people in areas like Chin, political issues also impact negatively on rural populations, not only in areas such as Kachin and northern Shan State but also in areas identified by the IHLCA as relatively better off such as Karen State. In these areas, tensions between military and armed ethnic groups as well as between rival ethnic groups often spill over into communities who live in or in proximity to contested areas. Physical vulnerability to military action is not the only disadvantage posed by such proximity, which affects also the availability of services from the public sector as well as from the private sector. 

Natural calamities have increased in incidence in recent years, predominantly affecting the rural population. Communities in Rakhine and the Ayeyarwaddy delta have been seriously affected by several cyclones in the last three years. These cyclones have left communities with damaged crops and severely crimped their livelihoods for at least a couple of seasons. Droughts have been recurrent in the dry zone over the past few years, where a difference of three weeks in the timeliness of the early and late monsoon showers can mean the loss of an oilseed crop. 

Poverty in key project areas

The three states with highest incidence of poverty, namely Chin, Shan (E) and Shan (N) have low access to safe drinking water and improved sanitation, low access to primary health care, immunization coverage (although outreach in eastern Shan is better), limited coverage of antenatal care,  and relatively low educational attainment. Literacy rate among the Chin population is however higher due in large part to the importance of education given by the ethnic community.
 Income poverty in Kachin is also high, but the population in the region appear to be relatively better off in having access to health and educational services as well as access to safe drinking water and improved sanitation.

Although income poverty in Rakhine is relatively moderate, the population in the region are acutely deprived of safe drinking water, improved sanitation, primary health coverage and educational attainment. Inadequate public services and administrative access restrictions prevent penetration of public services. Northern Rakhine State (NRS) is one of the poorest and most densely populated areas of the country. It faces acute humanitarian needs characterized by chronic malnutrition, low income, and weak infrastructure. NRS ranks below the national and Rakhine State averages on most demographic and socio economic indicators. The region is also prone to natural disasters including cyclones, storms, floods, and mudslides which block roads and damage already weak infrastructure, and pose serious barriers for the population. The poverty of the communities is compounded by religious and cultural norms which restrict women to their houses and engage in economic activities.

The IA2008 data show that Chin state (northern Chin and southern Chin areas) is the poorest with a poverty head count of 74% for project villages (and 81% for non‐project villages). These figures are comparable to the poverty profile established on the basis of the national level survey conducted in 2005 which estimated a poverty head count of 81% for the rural population in Chin state. 

At a national level the Delta is the worse off in terms of access to safe drinking water with only 30% having access to safe drinking water in rural areas. Rakhine has the lowest access to improved sanitation with only 29 % having access in rural areas.  Rakhine is also at a disadvantage in terms of access to education with only 69% of the rural population having access to a primary school.  Rural areas of Chin and Rakhine have exceptionally poor access to health with only 22% and 36% having access to primary health care services.

Local economies

Poor rural villages are of little commercial interest to the private sector, given the labour intensive outreach necessary, and the inability of villagers to consume either services or products at a volume or level of interest to businesses. Villagers, particularly in villages some distance from the main markets or the township centres, thus are left to sell their produce or crops at farm gate prices to buyers offering a minimal price, since the cost of transporting their products would negate the extra price they might get for their relatively low volume of produce. 

Lack of affordable credit for undertaking additional income generating activities, expanding current activities, or even to bring in the current crop is not really available for the poor from institutional sources such as the State agricultural bank or private banks, which require collateral that the poor do not have. Given the need and the lack of poor-friendly credit sources, the poor are forced to fall back on informal local moneylenders, at interest rates of up to 20% per month for loans without collateral. 

The importance of affordable credit is attested to by the UNDP HDI MF project, which provides loans to poor village women without collateral at 3%. Despite requiring no collateral, these poor clients have maintained a repayment rate of 99%, proving that villagers consider such repayments a worthwhile investment to keep the credit source available. However, the coverage provided by the project is still inadequate, given the potential magnitude of the need for such sustainable yet poor-friendly, gender sensitive credit.

Another aspect of the challenge lies in low productivity of farmers, reflecting not only extremely low agricultural inputs due to costs but small landholdings with low fertility. Expansion of the land available for farming is a challenge, due to policies as well as factors such as conflict in contested areas of the ethnic States.

An estimated 35% of HDI population are farmers. Another 21% are casual labourers and 32% are unpaid family workers. The remaining 12% engage in livestock, fishing, forestry, trading and services etc. Faced with declining fertility of the same land cultivated for generations, lack of new techniques and inputs to improve their productivity as well as rising costs, most rural communities are facing severe difficulties to meet those challenges. These challenges have also led to the deterioration of the social cohesion in many communities, with migration to other parts of the country or in neighbouring countries in search of work endemic in many rural areas. Since it is often the young and able-bodied who are the migrants, this places an additional strain on the remaining members of the community and its households.

Access and quality of public services

The isolation of poor rural communities is a factor not only of distance and difficult terrain, but also of poverty, which makes frequent contact with township centres a costly and time-consuming activity, not only for villagers who need social and productive support services, but also for the service providers based in the township centres, whether from the public or private sectors. The result has been inadequate or in many cases a lack of knowledge and skills on ways and means to improve their income generating activities as well as their health and education.

The inadequacy of support services by the public sector extends across all sectors, from agricultural, forestry, livestock extension services to public health services. The cost to communities to fill the gap between existing inadequate services and their needs is often prohibitive in monetary terms as well as opportunity cost terms, since institutional sources of technical support are located in township centres often far from villages.

Public sector service providers are themselves underfunded and overstretched. Not surprisingly, villagers for their part have low expectations of these service institutions, who often have to relay centrally dictated and unwanted directives. Villagers are often uninformed of their nominal right to approach such public service institutions for help. Where they do know this, they often lack the confidence to approach the township departments or engage in discussions of their problems and issues. 

Public health services are nominally free, but the cost of medicines is not. As with other technical line departments, regular services do not extend much beyond the urban centres, with an overstretched and understaffed corps of nurses and midwives doing the rounds of villages in the township. With little or no support facilities such as transport to accomplish this task, nurses often do their rounds using public buses, bicycles or on foot, trying to cover villages large distances apart. 

Local communities

A particularly disturbing trend resulting from the economic situation is the number of children from rural communities who are finding work in other parts of the country, particularly in the main commercial towns but also in small towns, as a result of the financial situation of their rural village based households. Such young people in due course are effectively excluded from obtaining a basic education during their formative years. This trend is likely to continue as a result of the twin problems of poverty on the one hand and an educational system that fails to take account of the needs of the people, or provide alternative education opportunities and relevant courses.

Where parents of young children are forced to leave their villages in search of work elsewhere as a result of inadequate income, children have traditionally been left with relatives or neighbours. With the deterioration of the extended family system due to economic hardship faced by most families, such parents now face the choice of taking their children with them, with the attendant disruption of the school cycle.

Where husbands leave the village to seek employment in other areas of the country, the role of household head devolves on the wife. She then has to take care not only of the family but of the daily expenditure needs, since remittances from the absent spouse may take months to arrive, and is usually inadequate to take care of all the needs.

Gender issues

A gender study found the subordination of women’s satisfaction to men to be one of the most taken for granted features of gender norms in rural villages
. Rural gender norms follow a division of labour whereby women should work inside the home and take responsibility for rearing livestock and daily household tasks (such as fetching water and firewood), while the men work outside the home for the family’s livelihood. In this norm men are the breadwinners but in reality many men are unable to sufficiently support their family with their wage, which is also a common source of conflict which sometimes leads to domestic violence. This routinely recited norm is contradicted by the fact that a significant portion of agricultural work, most notably during the paddy transplanting and harvesting seasons, but also in daily labour to supplement the family income, is done by women. In addition, women engage in activities that support the family income through various other overlooked ways. For example, most of the vegetables and other produce from household gardens and small-scale poultry raising activities are sold at local markets by women from small stalls or mats on local market days. 
Daily wages for women are reported to be half or two-thirds of men’s, a situation that perpetuates the traditional division of labour. Furthermore, it was found that women’s participation in public life – such as in village meetings – is very low, as is their participation in and access to social networks. In rural Burma men are traditionally the heads of households and make most of the major decisions, while women may decide over household consumption and child rearing.
UNDP’s experience in the HDI has shown that village women can equal men (or even better them in some cases) in entrepreneurial activities, through the MF groups as well as the self-reliance groups of poor women. The members of these women’s groups have proved that they are capable, if given capacity development and credit support, of engaging in profit-making activities. Moreover, these groups have enabled women to do so in ways that have bolstered their self-esteem, confidence and articulateness in a village society where they once sat wordless at the back of community meetings. This is in stark contrast to the esteem lowering experience of borrowing from a private moneylender.
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� This is measured through “maturity levels”, with CBOs able to demonstrate 6 features: a) Vision and Mission b) Organisational management c) Financial management d) Organisational accountability e) Ability to learn and evaluate f) Ability to build and sustain linkages with other organisations


� UNDP 2005 Integrated Household Living Conditions Assessment in Myanmar, June 2007


� Data generated from sample survey of 4,400 households across 220 villages in 20 HDI townships undertaken by UNDP Myanmar in October-November 2008 as part of the outcome-impact study of the UNDP HDI programme. The findings provided in “Outcome and impact of the UNDP Human Development Initiative in Myanmar 2008,” UNDP Myanmar, February 2009


� Self Reliance Group (SRG) Case Studies 2009 and UNDP Myanmar SRG Gender Impact Study 2007


� UNDP project reports and field based on monitoring the maturity of CBOs and SRGs over the length of the project


� UNDP maturity assessment 2009/10 and 2010/11 (ongoing)


� SRG case study 


� Microfinance Impact Study 2007 and 2010/2011 (ongoing)


� As requested by member states during the June 2010 Executive Board


� currently known as the Executive Board


� Benefit-to-cost ratio


� Self Reliance Group (SRG) Case Studies 2009 and UNDP Myanmar SRG Gender Impact Study 2007


� We have used a BCR rather than rate of return as this is a single-year programme and we have argued that discounting is therefore not required.  Net present values are not relevant on this basis.


� Poverty gap measures the intensity of poverty, i.e. the average shortfall from the poverty line of the poor multiplied by the poverty headcount. The index suggests the efforts needed to assist the poor in raising their consumption level to the poverty line.


� "Licence to Rape" by Shan Women’s Action Network and the Shan Human Rights Foundation 2002 and “Walking Amongst Sharp Knives” by Karen Women’s Organisation 2010


� Conclusion of the multi-donor Stategic Development Assessment 2006


� For example The Growth of Civil Society in Myanmar, Heidel, 2006; Listening Voices from Inside: Myanmar Civil Society’s Response to Cyclone Nagis, CPCS, 2009


� Self Reliance Group (SRG) Case Studies 2009 and UNDP Myanmar SRG Gender Impact Study 2007


� Poverty gap measures the intensity of poverty, i.e. the average shortfall from the poverty line of the poor


multiplied by the poverty headcount. The index suggests the efforts needed to assist the poor in raising their


consumption level to the poverty line.


� Estimates for 2007 are provided by the Department of Population and presented in the Statistical Yearbook 2007,


� The estimates for adult literacy is based on the definition of literacy “as those 15 years and above who can read with an understanding in local languages of a simple text and resolve a simple calculation problem or those who have completed 2nd standard.


� Smith , Reid 2006, “A hen is crowing: A gender impact study of two UNDP Burma community development programs”
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